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N.B. .— (i) Q. No. 1 is compulsory.

(it) All questions carry equal marks.
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1. What is cost of capital ? Explain the significance of cost of capital. 15
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2. Define working capital. Explain objectives of working capital. 15
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Or/fear

Fox Ltd. issued 10,000 equity shares of Rs. 10 each at a premium of Rs. 2
each. The company has incurred issue expenses of Rs. 5,000. The equity
shareholders expects the rate of dividend to 18% p.a. calculate the cost of equity

share capital.
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Distinguish between financial leverage and combined leverage. 15
foia W% 9 THEA WE A=A Bih T Al

Or/fear
The following are the operating results of a firm :
Sales (units) 25,000
Interest per annum Rs. 30,000
Selling price per unit Rs. 24
Tax rate 50%
Variable cost per unit Rs. 16
No. of equity shares 1000
Fixed cost per annum Rs. 80,000
Compute :

(a) Operating leverage
(b) Financial leverage

Explain in detail factors affecting dividend policy. 15
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Or/ferar

Prepare a cash budget for the three months ended 30th September, 2022 based

on the following information :
— Cash at bank on 1st July, 2022 — Rs. 25,000
— Monthly salaries and wages Rs. 10,000

— Interest payable in August 2022 — Rs. 5,000

FA017F073DB104FA8D46A5C89EOF3A84



WT ( 3 ) LV—13—2023
Estimated June July August September
Cash sales (actual) 120000 140000 152000 121000
Credit sales 100000 80000 140000 120000
Purchases 160000 170000 240000 180000
Other expenses 18000 20000 22000 21000

Credit sales are collected 50% in the month of sale and 50% in the month

following. Collections from credit sale are subject to 10% discount if received

in the month of sale and to 5% if received in the month following. 10% of

the purchases are in cash and balance is paid in next month.

5. Write short notes on any two of the following :

(1)
(2)
(2)
(4)

Preference cost of capital
Zero working capital approach
Gordon’s model

Walter’s model.
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