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Total No. of Questions — 11 Total No. of Printed Pages — 24
Time Allowed — 3 Hours Maximum Marks - 100
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.Answers to ques'tions are to be given only in English except in the case of candidates who
havé opted for Hindi Medium. If a candidate has not opted for Hindi Medium, his/her

answers in Hindi will not be valued.

SECTION-A | Marks : 60
. Question No. 1 is compulsory.
Candidates are also required to answer any four questions ‘from the remaining five
| questions.

Working notes should form pan of the respective answers.

| (a) Y Limited requires ¥ 50,00,000 for a new project. This project 5
is expected to ylcld earnings before interest and taxes of
? 10,00,000. While deciding about the financial plan, the company
considers the objective of maximizing earnings per share. It has two
alternatives to finance the project — by raising debt ¥ 5,00,000 or
2"‘20,00,0(.)0 and the balance, in each case, by igsuing Equity Sharés.
The company’s share is currently selling at € 300, but is expééted to
decline to ¥ 250 in case the funds are borrowed in excess of
¥ 20,00,000. The funds can be borrowed at the rate of 12 percent ui)to '
¥ 5,00,000 and at 10 percent over ¥ 5,00,000. The tax rate appllcable
to the company is 25 percent. |

L) 2

Which form of financing should the company choose ? ot
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Assume that :

(i) No change in Non-Current Assets during'the year 2017-18

(ii) No depreciation charged on Non-Current Assets during the year

2017-18.

(iii) Ignoring Tax
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You are required to Calculate cost of goods sold, Net profit,
Inventory, Rec.eivables and Cash for the year ended on 315 March,
2018
From the following details relating to a project, analyse the sensitivity
of the project to changes in the Initial Project Cost, Annual Cash
Inflow and Cost of Capital :
Particulars

Initial Project Cost ¥ 2,00,00,000

Annual Cash Inflow T 60,00,000

Project Life 5 years

Cost of Capital ; 10%
To which of the 3 factors, the project is most sensitive if the variable is
adversely affected by 10% ?
Cumulative Present Value Factor for 5 years for 10% is 3.791 and for
11% is 3.696. |
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