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What is ABC analysis? 
--

Explain the various stlo*lPhrm sources of working,cg$ii?il with their features.

Two components A ahd;E hre used as follows: :r4'5'

Normal usage: 50rq$ita Per week ,, ,,'

Minimum usage -26.r,finits per week ,=,,,,,,,,;1,

Maximum usaqe: 75 units Per week 
-r

Reorder Qrrintfty A: 300 units, B: 500 uiifts'

D What is'EOQf iiil:. . '=h"
ii) 

- 
W,,Mt sf,ouhlhe firm do,ffias mentioned below:

,._

Note:
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.ornpury in each of the'iiduation according to Walter's model'
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Reorder period A: 4 to 6 weeks, B: 2 to 4 weeks.

Calculiitefur each component: '" = ,

i) '=Riborder level .f,.dtr

rirl Maximum t.r.t .,,,*l;,.,,,,,'' $,|\ = tfl 
(10 Marks)

liln*t, ,i.,,,,,'*.=' I
What are 5C's of credit management? i". d - (03 Marks)

List various factors-that affect capital structiite. Explain.any three of them. (07 Marks)

;;;n;;ic. rildi t requires Sri,OO6,qlits of certain itelhs annua,y. The cost per unit is

n.:,ifr" corffipu.ctrase order ld.itg.jbO and inventory,tarryng cost is Rs.6 per unit/year.
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(03 Marks)
(07 Marks)

(10 Marks)

(10 Merks)
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Mention an*.ih#e motives of hoffi#'cash.. l:y*:'l
What are4he'ffaiious factors thdtffiuence the payment of dividend? (07 Marks)

il;;;i;J.ffi.o*pury has a cost of equitv capital.of^1^5%' Tt::P*t31 fli *" Rs'30/-'

i;l;;i;;r.ditut ti,. ...*iirlpr investment mav be i) 20% ii) 10% ^ iii) t5Yo'

ii; ;;d;;t is conteffing a dividend 
ry{:yT1,:"I12^0o/o 

or 50o/o or 80%' Advicelhe
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What is NI approach? What are its assumptions? (07 Marks)

XYZ corporaiion is considering relaxing its present'ifu'di-po1icy and is.in the proceSs of
evaluating two proposed policies. Currently, the fifiiilla$ annual credit sales of Rs.50 lakhs

and accoint .eclirruble turn over ratio of 4 timesa'y#. ffr" current level of loss due.to bad

What do you mean by working capital leverage? (03 Marks)

iTe'L return of 25% on the investment in newdebts is Rs. 1,50,000. The firm is required to gi'ie A return of 257o on the rrvestment ln new

accounts receivable. The company'i variabG'ErySls a 70Yo of the se{ing price. Given theaccounts receivable. The company's variabfor

l8MBAFM3O4

Marks)

(10 Marks)

follow :l,iihinformation, which is better
Particulars l sdht oolicv Policy Opt -l+ rPolicv Opt-2

Annual credit sales RSr50.00.000 Rs.60.00.000' Rs.67,50,000

A"/C receivable turn over ratiol n4 times 3 timdq 2.4 times

Bad debt loss "..,,, [f' Rs.1.50.000 Rs-3.00'000 Rs.4.50.000
(r0

5 a. What is the annual "perc[-rrtuge 
interest cost assE#Eiid with the following credit terms'

Assume 360 days in dyiir. l/10 Net 30' ":' "r (03 Marks)

b. What is Baumoi's'mdidel? What are its assumptidns? (07 Marks)

c. Company x and y are in same risk class ad identical in every respect except that company x-' 
"..rf.Ui, 

wni(Hmpany y does not. TqbJ6vered firm has Rs-9,00,000 debentures carrying

10% rate of i Grest. ilotir iir*r .u* Z0Totiperating profit on their total assets of Rs.15 lakh.

errr-r,ipdkect capital market, rational investor and so on. Tax rate is 35Yo and

capilalila nrateof157oforeqffiy{trancedfirm. *t.=S'
i) 

- '.'edmpute value of firm us'ir$'Nl :
ii) Compute value of firm qpind NOt. ..i.t':-,* *lL (10 Marks)

*,,,, . "- I .. *;"

b. The following data available for IWS RE t:'td'

Lower limit of ca$.,balance = Rs.50,9.00'"."' ::,'*r.:'

Annual yield (ii1,..!ecurities = 10% - . ,, '""

Fixed transaction cost = Rs.400

Varianco of change in daily cash balance = Rs'20'000Y-

F;;-;; ifn.tu,i point 1nr; ii; upp". control limit. Assume 360 days in a year.
rr' .. 'r" rni' (07 Marks).lg1iq'.:: j'!+:,, ifc. fhe.fcillowing informa{qh#ivailable in respe-i of the rate of leturn on investment (r), the

;;;*;;ff."i.0.,1 uf;a ipstel offrvn;ff6argaf.t']$' r.= r2%,E: Rs'20' Determine the

,.,i,1 1r. of its sharei',,nqsifbr Coiaon's *rit"i of dividend relevance theory, assuming the

following: . 4 :::.lL, ll
Sl. No. D/P ratio Retention Ratio KeVo

""u,.1 0 90 20

2 ...,' 20 80 9

30 70 8

.4\ 40 60 7

5 50 50 6

6 60 40 5

7 70 30 t4
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What is Ageing schedule? , *l "' (03 Marks)

A construction company has equity capital of Rs.5,00,000 Uivided into shares of Rs.l00
each. It wishes to raise further Rs.3,00,000 for expansion plans. The company plans the

foliowing four alterative plans: ;

D Pl* A: All common stock ,,, n ',',""''

ii) Plan B: Rs. 1,00,000 in common stock arad'Rii2,00,000 in debt at l0Y, p.a.

iil) Plan C: All debt at llYo p.a ,,, 
'iiF

iv) Plan D: Rs.1,00,000 in common sttlnk and Rs.2,00,000 in pref,ere. ce capital with the

rate ofdividend at 8% @

The company existing EBIT are R-qJ,5b1000. The corporate tax iq 30blo. Determine the EPS

in each pian and comment on thejn$tioations of financial leverpgp. (07 Marks)

The Malbar corporation curre,q.!.ly'nqovides 45 days of cfetlitt its customers. Its present

level of sales is Rs.l5 lakh. The*hrin's cost of capital is l"5ff"and the ratio of variable costs

to sales is 0,80. The firmii:Cdisidering extending,its.,eredit period to 60 days. Such an

extension is likely to pushEal6s up by Rs.l.5 lakh:.{{r€ bad debt proportion on additional

sales would be 5%. Tbqlax;tfate ts 45%o. ,,':;''..
What will Ue the eftc,i, of lengthening the creditlperiod on the net profit of the firm?
'whether new crer{it.rr$licv is accentable or not. i::i (10 Marks)

Prepare June and July 2004 on the basis of the

'lri.', "''
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