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CORPORATE FINANCE

Paper–BC-506

Semester–V

(Syllabus–Dec.-19)

Time Allowed : 3 Hours] [Maximum Marks : 70

Note : Attempt any four questions. All questions

carry equal marks.

1. Critically evaluate the financial goal of wealth

maximization in detail.

2. What do you mean by leverage? How leverage

affects the profits of the firm? Illustrate your answer.

3. Explain the theories of designing dividend policy

in detail.

4. What do you mean by cost of Capital? Explain

how would you compute the weighted average cost

of capital?

5. Explain various factors affecting capital structure

decisions of a Company.

6. Discuss the various methods that are used for

estimating working capital requirments.

7. ABC Ltd. has the following capital structure and

after-tax costs for the different sources of funds

used :

Sources Amount  Proportion After-tax

(Rs.)  (%) cost (%)

Debt 1500000  25  5

Preference Shares 1200000  20 10

Equity Shares 1800000  30 12
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Retained Earnings 1500000  25  11

Total 6000000 100

Compute the weighted average cost of capital

8. The details of two companies are mentioned below:

A Ltd. B Ltd.

(in Rs. Lakhs) (in Rs. Lakhs)

Sales 500 1000

Variable Costs 200 300

Contribution 300 700

Fixed Costs 150 400

Profits before 150 300

Interest and Tax

Interest 50 100

Profit before tax 100 200

Compute financial, operating and combined

leverage for the two companies.
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9. The following projects are considered by the

company, expected to generate the cash flows as

under :-

Projects   Co   C1  C2   C3

   A -10000 10000 -- --

   B -10000 17500 7500 --

   C -10000 12000 4000 12000

   D -10000 10000 3000 13000

Rank the projects according to each of the following

method:

Payback and NPV assuming discount rate of 10

percent.

The present value of Re. 1 at 10 percent rate of

discount it :



Year Present Value @ 10%

1 0.909

2 0.826

3 0.751
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PUNJABI VERSION

not : e'Jh e'Jh e'Jh e'Jh e'Jh 4 gqFB eo', ;G gqFBK d/ nze pokpo gqFB eo', ;G gqFBK d/ nze pokpo gqFB eo', ;G gqFBK d/ nze pokpo gqFB eo', ;G gqFBK d/ nze pokpo gqFB eo', ;G gqFBK d/ nze pokpo

jB.jB.jB.jB.jB.

1. d"bs B{z tZX s'I tZX eoB d/ ftZsh Nhu/ dk ft;Ekod"bs B{z tZX s'I tZX eoB d/ ftZsh Nhu/ dk ft;Ekod"bs B{z tZX s'I tZX eoB d/ ftZsh Nhu/ dk ft;Ekod"bs B{z tZX s'I tZX eoB d/ ftZsh Nhu/ dk ft;Ekod"bs B{z tZX s'I tZX eoB d/ ftZsh Nhu/ dk ft;Eko

Bkb nkb'uBkswe w[bKeD eo'.Bkb nkb'uBkswe w[bKeD eo'.Bkb nkb'uBkswe w[bKeD eo'.Bkb nkb'uBkswe w[bKeD eo'.Bkb nkb'uBkswe w[bKeD eo'.

2. bhto/i s'I eh Gkt j?< fJj fe;/ \ow d/ w[Bkf\nKbhto/i s'I eh Gkt j?< fJj fe;/ \ow d/ w[Bkf\nKbhto/i s'I eh Gkt j?< fJj fe;/ \ow d/ w[Bkf\nKbhto/i s'I eh Gkt j?< fJj fe;/ \ow d/ w[Bkf\nKbhto/i s'I eh Gkt j?< fJj fe;/ \ow d/ w[Bkf\nK

B{z fet/I gqGkfts eodh j?< nkgDk T[Zso fdqFNKsB{z fet/I gqGkfts eodh j?< nkgDk T[Zso fdqFNKsB{z fet/I gqGkfts eodh j?< nkgDk T[Zso fdqFNKsB{z fet/I gqGkfts eodh j?< nkgDk T[Zso fdqFNKsB{z fet/I gqGkfts eodh j?< nkgDk T[Zso fdqFNKs

;fjs fdU.;fjs fdU.;fjs fdU.;fjs fdU.;fjs fdU.

3. bkGKFbkGKFbkGKFbkGKFbkGKF (Dividend) Bhsh pDkT[D d/ f;XKsK dhBhsh pDkT[D d/ f;XKsK dhBhsh pDkT[D d/ f;XKsK dhBhsh pDkT[D d/ f;XKsK dhBhsh pDkT[D d/ f;XKsK dh

ft;fsqs ftnkfynk eo'.ft;fsqs ftnkfynk eo'.ft;fsqs ftnkfynk eo'.ft;fsqs ftnkfynk eo'.ft;fsqs ftnkfynk eo'.

4. g{zih dh bkrs s'I eh Gkt j?< s[;hI g{zih dhg{zih dh bkrs s'I eh Gkt j?< s[;hI g{zih dhg{zih dh bkrs s'I eh Gkt j?< s[;hI g{zih dhg{zih dh bkrs s'I eh Gkt j?< s[;hI g{zih dhg{zih dh bkrs s'I eh Gkt j?< s[;hI g{zih dh

Weighted n";sB bkrs dk fj;kp fet/I bkT[Ir/<n";sB bkrs dk fj;kp fet/I bkT[Ir/<n";sB bkrs dk fj;kp fet/I bkT[Ir/<n";sB bkrs dk fj;kp fet/I bkT[Ir/<n";sB bkrs dk fj;kp fet/I bkT[Ir/<

;gFZN eo'.;gFZN eo'.;gFZN eo'.;gFZN eo'.;gFZN eo'.

5. fe;/ ezgBh d/ g{zih pDso c?;fbnK B{z gqGkftsfe;/ ezgBh d/ g{zih pDso c?;fbnK B{z gqGkftsfe;/ ezgBh d/ g{zih pDso c?;fbnK B{z gqGkftsfe;/ ezgBh d/ g{zih pDso c?;fbnK B{z gqGkftsfe;/ ezgBh d/ g{zih pDso c?;fbnK B{z gqGkfts

eoB tkb/ ftfGzB ekoeK dh ftnkfynk eo'.eoB tkb/ ftfGzB ekoeK dh ftnkfynk eo'.eoB tkb/ ftfGzB ekoeK dh ftnkfynk eo'.eoB tkb/ ftfGzB ekoeK dh ftnkfynk eo'.eoB tkb/ ftfGzB ekoeK dh ftnkfynk eo'.



6. ezw ubkT{ g{zih b'VK dk nB[wkB bkT[D bJhezw ubkT{ g{zih b'VK dk nB[wkB bkT[D bJhezw ubkT{ g{zih b'VK dk nB[wkB bkT[D bJhezw ubkT{ g{zih b'VK dk nB[wkB bkT[D bJhezw ubkT{ g{zih b'VK dk nB[wkB bkT[D bJh

toshnK iKdhnK ftfGzB ftXhnK pko/ uouk eo'.toshnK iKdhnK ftfGzB ftXhnK pko/ uouk eo'.toshnK iKdhnK ftfGzB ftXhnK pko/ uouk eo'.toshnK iKdhnK ftfGzB ftXhnK pko/ uouk eo'.toshnK iKdhnK ftfGzB ftXhnK pko/ uouk eo'.

7. ABC Ltd. dh fBwB g{zih pDso j?. ftfGzB ;o'sKdh fBwB g{zih pDso j?. ftfGzB ;o'sKdh fBwB g{zih pDso j?. ftfGzB ;o'sKdh fBwB g{zih pDso j?. ftfGzB ;o'sKdh fBwB g{zih pDso j?. ftfGzB ;o'sK

s'I b? e/ tos/ rJ/ czvK dh N?e; T[gozs bkrss'I b? e/ tos/ rJ/ czvK dh N?e; T[gozs bkrss'I b? e/ tos/ rJ/ czvK dh N?e; T[gozs bkrss'I b? e/ tos/ rJ/ czvK dh N?e; T[gozs bkrss'I b? e/ tos/ rJ/ czvK dh N?e; T[gozs bkrs

fBwB nB[;ko j?. g{zih dh fBwB nB[;ko j?. g{zih dh fBwB nB[;ko j?. g{zih dh fBwB nB[;ko j?. g{zih dh fBwB nB[;ko j?. g{zih dh Weighted n";s bkrsn";s bkrsn";s bkrsn";s bkrsn";s bkrs

dk gsk bkU.dk gsk bkU.dk gsk bkU.dk gsk bkU.dk gsk bkU.

Sources Amount Proportion After-tax

(Rs.) (%) cost (%)

Debt 1500000 25 5

Prference Shares 1200000 20 10

Equity Shares 1800000 30 12

Retained Earnings 1500000 25 11

Total 6000000 100

8. d' ezgBhnK d/ t/ot/ fBwB nB[;ko jB. fJBQK d'jKd' ezgBhnK d/ t/ot/ fBwB nB[;ko jB. fJBQK d'jKd' ezgBhnK d/ t/ot/ fBwB nB[;ko jB. fJBQK d'jKd' ezgBhnK d/ t/ot/ fBwB nB[;ko jB. fJBQK d'jKd' ezgBhnK d/ t/ot/ fBwB nB[;ko jB. fJBQK d'jK

ezgBhnK dh ftZsh, Ugo/fNzr ns/ ;z:[esezgBhnK dh ftZsh, Ugo/fNzr ns/ ;z:[esezgBhnK dh ftZsh, Ugo/fNzr ns/ ;z:[esezgBhnK dh ftZsh, Ugo/fNzr ns/ ;z:[esezgBhnK dh ftZsh, Ugo/fNzr ns/ ;z:[es (Combined)

bhto/i dk gsk brkU.bhto/i dk gsk brkU.bhto/i dk gsk brkU.bhto/i dk gsk brkU.bhto/i dk gsk brkU.

A Ltd. B Ltd.

(in Rs. Lakhs) (in Rs. Lakhs)

Sales 500 1000

Variable Costs 200 300

Contribution 300 700

Fixed Costs 150 400

Profits before 150 300

Interest and Tax

Interest 50 100

Profit before tax 100 200

9. ezgBh fBwB gqki?eNK s/ ftuko eodh j?, fiBQKezgBh fBwB gqki?eNK s/ ftuko eodh j?, fiBQKezgBh fBwB gqki?eNK s/ ftuko eodh j?, fiBQKezgBh fBwB gqki?eNK s/ ftuko eodh j?, fiBQKezgBh fBwB gqki?eNK s/ ftuko eodh j?, fiBQK

s' I fBwB nB[;ko s'I fBwB nB[;ko s'I fBwB nB[;ko s'I fBwB nB[;ko s'I fBwB nB[;ko Cash Flow dh T[whd ehsh iKdh dh T[whd ehsh iKdh dh T[whd ehsh iKdh dh T[whd ehsh iKdh dh T[whd ehsh iKdh

j?.j?.j?.j?.j?.

Projects Co C1 C2 C3

A -10000 10000 -- --

B -10000 17500 7500 --

C -10000 12000 4000 12000

D -10000 10000 3000 13000
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gqki?eNK dh jo/e fBwB ftXh nB[;ko doikpzdhgqki?eNK dh jo/e fBwB ftXh nB[;ko doikpzdhgqki?eNK dh jo/e fBwB ftXh nB[;ko doikpzdhgqki?eNK dh jo/e fBwB ftXh nB[;ko doikpzdhgqki?eNK dh jo/e fBwB ftXh nB[;ko doikpzdh

(rank) eo'Leo'Leo'Leo'Leo'L

Payback dhdhdhdhdh NPV 10% eN"sh wzBd/ j'J/eN"sh wzBd/ j'J/eN"sh wzBd/ j'J/eN"sh wzBd/ j'J/eN"sh wzBd/ j'J/

10% dh do Bkb eN'sh dk toswkB w[Zb 1 o[fgnkdh do Bkb eN'sh dk toswkB w[Zb 1 o[fgnkdh do Bkb eN'sh dk toswkB w[Zb 1 o[fgnkdh do Bkb eN'sh dk toswkB w[Zb 1 o[fgnkdh do Bkb eN'sh dk toswkB w[Zb 1 o[fgnk

j?.j?.j?.j?.j?.

;kb;kb;kb;kb;kb 10% do Bkb toswkB w[Zbdo Bkb toswkB w[Zbdo Bkb toswkB w[Zbdo Bkb toswkB w[Zbdo Bkb toswkB w[Zb

1 0.909

2 0.826

3 0.751
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