Elements of Finance II
NEW SYLLABUS

Full Marks: 100 : Teaching Hrs: 150

Introduction

Finance is an emerging discipline. Traditionally finance was concerned with financial
instruments and institutions only. But, the scope of finance has now been expanded to .
encompass areas like mathematics, statistics, working capital management, financial
analysis, risk, insurance, and multinational finance. The role of finance in company's
success has become paramount as all business decisions and activities of a business
have financial implications. As such Finance as a subject has found a prominent place
as one of the functional areas of commerce education at the higher secondary level.

General Objectives
General objectives of this course are to enable the students to understand concepts
and principle of elementary finance as foundation for higher level education and to
impart skills required for uriderstanding corporate fmance

_Specific Objectives
On completion of this course, the student shall be able to:
a. describe the concept and scope of corporate finance and its environment;
b. "appreciate the significance of financial statements in analyzing financial problems of
the business;
discuss and compute short-term and long-term source of finance;
acquire elementary knowledge of investment decision tools;
explain the concepts and importance of working caprtal in business;
appreciate different components of current assets;
g. explain the concept and importance of dividend.

Contents and Unit-Wise Teaching Hours

"o oo

Units Chapters i Teaching Hours
1 Overview of Corporate Finance . 10
2 Business and Financial Environment 12
3 Financial Statements and Cash Flows : 13
4 _ Short-term Financing ¢ 15
5 Long-term Financing 15
6 Cost of Capital 8
7 Investment in Fixed Assets 15
8. Basics of Working Capital ; 12
9 Managing Current Assets 25
10 Dividend 10
11 Multinational Finance y 35
Total 150

Course Content

UNIT 1:  OVERVIEW OF CORPORATE FINANCE

Concept of corporate finance: Evolution of fnance Finance functlons fnanc:al
decisions (investments, financing and liquidity)

UNIT2: BUSINESS AND FINANCIAL ENVIRONMENT

Forms of business organization-sole proprietorship, partnership, company, Concept of
income tax, the financial environment-the purpose of financial market, financial
intermediaries, financial brokers, and the secondary market, Nepal Stock Exchange:
organization and functions.
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UNIT3: FINANCIAL STATEMENTS AND CASH FLOWS

Concept and uses of financial statements in financial demsmn-maklng income
statement, balance sheet, statement of retained earning and cash flow statement;
Depreciation and cash flows; Taxes and cash flows; Computation of cash flows after tax
(CFAT).

UNIT 4:  SHORT-TERM FINANCING

Concept and importance of short-termr financing; Sources of short-term fnancmg
Accruals, trade credit, bank loan and commercial paper; Computation of cost of trade
and bank loan:

UNIT5: LONG-TERM FINANCING

Debt: concept, features and types; Preferred stock: corlcep! features and Ilmltations
Common stock: concept, features and types; Rights and privileges of common stock
holders: Retained earnings: concept and importance; Concept of factors affecting -
capital structure; Computation of book value of equity and debt-equity ratios;
Computation of costs of issuing securities.

UNIT6: COST OF CAPITAL

Concept of cost of capital;, Computation of specific costs debt preferred stock and
common stock. -

UNIT 7: INVESTMENT IN FIXED ASSETS :
Conoept importance and features of investment decision; Concept of uppor!umty cost;
Concept of net cash flow and present value; Types of investment proposals; Steps
involved in the evaluation of an.investment; Computation of pay back period, net
present value and proﬂtability index of independent projects.

UNIT8: BASICS OF WORKING CAPITAL
Concept, types, importance and determinates of workmg capital; Gross Workmg Capital

and Net Working Capital: Concepts and -computation of cash conversion cycle;
Determinants of working capital.

_UNIT9: MANAGING CURRENT ASSETS
Cash and marketable securities: concept and motive for holding cash, concept of
inflows and outflows, concept and importance of cash budget, preparation of cash
budget.
Receivables: Concept and importance of receivables, concept of average receivable-
and days sales outstanding (DSO), terms of credit sales, credit standards and collection
policies and procedures, computation of average receivable & DSO.
Inventory: Concept of raw materials, work-in-process and finished goods, need to ho!d
inventaries, objective of inventory management concept of carrying and ordering costs,
total inventory costs, reorder point and safety stock, determining ECQ (formula and
tabular approach).

UNIT 10: DIVIDEND

Introduction and forms of dividends; dividend -payment procedure and factors
influencing dividend decision; constraints on paying dividends

UNIT 11: MULTINATIONAL FINANCE

Multinational corporations; Multinational versus domestic financial management;
Exchange rates, concept of cross rate; Trading in foreign exchange concepts of spot
rates and future rates.

Instructional Techniques

= Lectures » Demonstration « Discussion

e Group work « Project Work » Presentation

s Independent Study

Assessment Techniques

Written Examination 100 (100%)
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Evaluation Scheme

Number of questions Marks Allocated

oo g Tn. | Pr. | Tot | Th | Pr. | Tot
1 Overview of corporate finance 1 1 5 5
2 Business and Financial Environment 1 1 5 5
3" |Financial Statements and Cash Flows 1 10
4 | Short-term Financing , 1 1 10 10
5  |Long-term Financing 1 1 2 5 5 10
6  |Costof Capital 1 1 5 5
7 |Investmentin Fixed Assets 1 1 10 10
8  |Basic of Working Capital 1 10
9 | Managing Current Assels 1 2 3 5 15 20
10 | Dividend 1 1 5 5
11 - |Multinational Finance : 1 10
Total 100
Note:

1. Questions may combine theory and computational problems from Units 2, 5, and 8.
2. 14 questions are asked in total, out of them 8 theory questions carrying 45 marks
and 6 computational questions carrying 55 marks. g

_ HSEB EXAM- 2069 (2012)

Group 'A'
Attempt all questions: : >
1. Write in brief-about finance functions. [5]
2. What do you understand by Nepal Stock Exchange? Mention the functions of Nepal Stock
Exchange. [2+3]
3 Clar[fy the meaning of cash flow statement. Write about the cash flow from investment and
financing activities with illustrations. - [4+6]

4. A company needed Rs. 500,000 to increase working capital. It has three aiteatives of
financing available.
a. Forgo cash discounts, granted on a basis of "2/10, net 30",
*b. Borrow from the bank at simple interest rate of 10 percent, with compensating baiance of
15 percent.
c. lIssue commercial paper at 12 percent. The cost of ‘placing the issue would be
Rs. 5,000 each six months.
Ans: (a) 37.14% (b) 11.76% (c) 14%
Required: Calculate annual percent cost for each alternative. [4+3+3]

5. Define common share capital. Also mention the rights and privileges of commen stockholders. [3+2
6. Following information are provided:

Common shares outstanding ~ : 20,000 shares

Par value per share :Rs. 100

Share premium : Rs. 5,00,000

Retained earnings : Rs. 15,00,000

Total debt :Rs. 30,00,000

Required:

a. Total book valueof equity  b. Book value pershare  ¢. Debt equity ratio [2+2+1=5]
Ans: (a) Rs. 40,00,000 (b) Rs. 200 (c) 75%
7. Acompany plans toi issue 5,000 preference shares of Rs. 100 each with a 12 percent dividend.
Required:
a. Calculate cost of preference shares if it is selling at par.
b. - Calculate cost of preferences shares if it is selling on the market for Rs. 120 and incurs Rs.

5 floatation cost per share [2+3=5]
Ans: (a) 12% (b) 10.43%
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8. The net cash flows to two proposed proposals are:
Years 0 1 2 3 4
Proposal ‘A’ (Rs) (20,000) 7,000 7,000 7,000 7,000
Proposal 'B' (Rs) (20,000} | 10,000 5,000 8,000 5,000
- The cost of capital for each project is 10%
Required: Payback period and net present value. [5+5-10}
Ans: PBA, = 2.85 year, PBPy = 2.625 year, NPV, = Rs. 2189.3, NPV = Rs. 2648.4
9. a Stalethe importances of working capital, 18]
b. The following information are provided: ) .
Sale-per day : 5,000 units
" Selling price par unit Rs. 10
Inventory conversion period : : 20 days
Receivable conversion period : 30 days
Payable deferred period ; . : 10 days
Required: ;
a. Cash conversioncycle peiod ~ b. Working capital [5]
i Ans: (2) 40 days (b) Rs. 5555.56
10. State the importances of cash budget. [5
11. The following information is provided:
Annual requirement :-80,000 units
Purchasing price per unit :Rs. 20
Carrying cost per unit 20% of purchasing price
Ordering cost per order :Rs. 400

Required: Econormc order quantity by using fermula method and tabular method [4+6=10]
Ans: 4000 units
12. The followmg information is provided:

Days sales outstanding : 29 days

Annual sales + 20,000 units

Selling price per unit SReU25

Required:

a. Average daily sales b. Average accounts receivable [2:5+2.5=5]

Ans: (a) Rs. 1388.89 (b) Rs. 40277.78

13. Write in brief about the factors influencing dividend decision. [5]
14. What do you mean by multinational company? Distinguish between multinational financial

management and domestic financial managsment. " [6+5]

Iﬂlﬂ' 1: OVERVIEW OF CORPORATE FINANCE : j

:

Wirite in brief about financial decision and investment decision. {5]

mmwmzmmmmmml
:

Bneﬂy wnte about the evolution of corporate finance. ‘ 5]

:mfmmm BEFH TEHE |
Write in bnef about executive financial functions of corpora%e finance. : ' (5]

HETT f‘el?fmzerasr HACAHTY FUEEAT BIeH | HeTeid |
:
What do you understand by Corporate Finance? Alsc write in brief about investment decision. [3+2]
mﬁﬁ?ﬁﬂm??ﬁm T FATT v G S |
:

Wnte in bnef about routine finance functions. : B
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|

What do you understand by finance? State any three functions of finance. {5
far mma;anﬁm ﬁwﬁmmmml
What is meant by finance? State its importance. [5]
famreme w=n€¢ & T9 &5 ¢ A9%! A Jedd TR |

. Write in bnef about finance functions. [5]
%ﬁm FHEE BITHIAT TEIEIE. |
Wme in bnef about financing decision and hqutdlty decision. 18]
fawira P-rum T AT OAATAT BEEAT Welerd 1

Write what do you know about financial decision’ : 5]
faa1 frofa et & arer 8, JeE |

[UNIT 2: BUSINESS AND FINANCIAL ENVIRONMENT |

What do you understand by Financial Market? State the purpose of Financial Market in brief. [2+3=5]
fadig g9 9 & PEIES | ATF SEYaEE FEEH Sed Al |

.
Define financial market. Also describe any two purposes of it. [3+2=5]
WWWWIW&W@WWWWI
Define fi nancml intermediaries. Write in brief the different types of depository institutions.  [2+3]
hﬁqwquﬁmmm%ﬁﬁwhmmmmmmnﬁ
m{, i
Descnbe in bnef abou: basic components of financial enwronment 8 -
fasia ATaTaTET AR TEEEA BIEHHT AU TR |
Wnte in bnef about Deposit Institutions. - [5]
T WEIETE AH] WA TR, =

.
What do you mean by financial intermediaries? What purpose it solves? : [2+3=5]
Faﬁmnmmwﬁﬁ?q\ﬁm? Iqd FF 9¢vd T TEE ¢
What are the ma'rn functions of financial market? . [5]
foxiTg FiTeerT 0eF FheE ® % g ¢ SR |
What do you understand by Nepal Stock Exchange? Mention the functions of Nepal Stock

Exchange. [2+3]
Torer fidigy fafm w=e @ g T fuds Rfmes wdEr s
TR |

B mesane7
Clarify the meaning of financial intermediaries. Also mention the types of financial
infermediaries. [3+2]

Wmmmmlmifaﬁﬂwwww
THEE |
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C!arrfy the meaning of Financial Market, differentiate between Primary and Secondary Market [2+3]
. fasimg gwma 94 yEe R 7 ﬂmm?mm?ﬂmw

.

UJNIT 3: FINANCIAL STATEMENTS AND CASH FLOWS . I
' :
In how many categories the activities of a firm are classified for preparing Cash Flow
Statement? lllustrate all of them. [10]

T 4% faae0 TR & 99TE mueaners wia T oo e 7

TFT AT ZereT O |

Write the meaning of financial statement showing its usefulness in ﬁnancaal deasmn maklng E5+5]
fairg foofamr ﬁﬁ’hﬂ faaurer IwdifaT TeTes ﬁ'rh'q ﬁ'mr-ﬁ o

:
Explam the various activities that are included in cash ﬂow statement. o) -

mmmm«ﬁn@ﬁhwmmmnﬂﬁm

Cianfy the meaning of financial statements. Write in bnef about the four statements which are
usually included in annual report. [4+6=10]

fadig o 94 g R | AfYE wfede B oW wmme TRY Sw
faaeoEEar geaimT weE |

Write the meaning of cash flow statement. Also explain the cash flow from operating activities
with example. : [4+6=10]
mmmwﬁmummﬁmwm
FUA TR |

' '
‘What is cash fiow statement? What are the purposes of preparing cash flow statement?  [4+6)
| TR AR AT AN F A7 gEens qeiH TH SevaeE B E !

2069 Supp Q.No.

What four statements are contained in most annual reports ‘an enterprise? What are their
importance in financial decision making? [10]
WWWWWWWWWW!WW
fodreea wem & & g1 ¢ deEE |

Clan‘fy ihe meaning of cash flow statement. Write about the cash flow from investment and
financing activities with illustrations. [4+8].
WWMWHW@RIW@WW?WW
gﬁ‘ TEER IEEVEIET IeorE TR |

What do you understand by cash flow statement? In how many categories, the activities of a
firm are classified for preparing it? lllustrate any one of them. [4+2+4]

TN VAR A A & RS ¢ a9 (ATurerE Aa e e Pearaenyes ah
me &1 /e A UEET ACAT TR R |

What do you mean by financial anaiys'is? Briefly write about the four statements which are °
included in most annual report. [4-+6]
faxira Fvemer S=er & ey mwmmwmﬂﬂﬁm
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| UNIT 4:SHORT-TERM FINANCING _ |
‘

The following three alternatives are available for the loan of Rs. 4,00,000 for a year.
a. Forgo cash discount granted on a basis of 3/10 net 30'.
b Borrow from the Bank at simple interest rate of 12% with compensating balance of 10%.
* Issue commercial paper at 10% interest. The cost of placing the issue would be Rs. 25,000
«  ateach six months period.
Required: Cost percent for each alternative

A company purchases the materials of Rs.5,00, 000 under the terms of 2/20 net 40'. Assume
365 days in a year,

Required: : [3+4+3=10]
a. Annual cost of loan in percentage L

b. Effective rate

c. Annual cost of loan in percentage nun—cﬁscounted if payment period stretches {0 50 days
- Ans: (a) 37.24%, (b) 44.59%, (c) 24.83%

Ans: (a) 66.44% (b) 13.33% !c) 2250%

- B. 2072 SetE Q.No. 4]"
A company buys under the terms of '2/10 and 30'. Compute annual percentage cost under.
each of the following conditions assuming 365 days in a year. - [3+3+4]
a. [fthe company pays on 20 day without taking discount. '
b. If the credit period is extended to 40 days.

c. Effective cost of trade credit of '2/10 net 30' customers stretching the payment to 50 days.
Ans: (a) 74.49% (b) 24.83% (c) 20.24%

4. 2071 Supp Q.No. 4
A company wishes to borrow Rs 4,00,000 for one year. A company" has the following
alternatives available to it.

Alternative 1: A 14% loan no compensating balance requirement.

Alternative 2: A 12% loan with 10% compensating balance requirement.

Alternative 3: A 8% loan on a discount basis with 15%. compensating balance requirement.
Which-alternative should the company choose and why? [3+3+4=10]

Ans: APC: Alternative 1 = 14%; Allemauvez = 13.33% Alternative 3 = 10.39%
A company made negofiation with a bank for one year loan.of Rs 4,00,000. Tthe bank has

offered three alternatives:.

a. Asimple interest @ of 15%, with 20% compensatsng balance

b. A discount rate of 14%, without compensating balance.

c. Adiscount rat= 12%, with 20% compensating balance.:

Required: Annua! cost of loan in percentage, for three alternatives. [3+3+4=10] -

Ans: {2) 18.75% (b) 16.28% (c} 17.65%
Gift store shop borrow Rs. 15,00,000 from City Bank. The loan was at a simple interest rate of
15% a year, discount interest. Instead of borrowing loan, the shop decided to delay payment by
30 days on term 2/10 net 30. The bank will go for cheap source of ﬁnancmg Based on interest
rate comparison, which source the shop would select? [4+4+2=10]

Ans: 17.85 %.and 14.90%
[7._2069 Supp Q.No. 4] ‘
Fabric Textile company is in need of Rs. 2,00,000 in cost to finance current assets requirement.
Mr. Treasurer has three alternatives for raising fund for requirement. Calculate the cost of each
of the following alternatives.
a. Forgo cash discount on term '2/10, net 25",
b. Borrow on discount basis from Bank at a 15% rate of interest for a period of one year.

c. Borrow from Bank at 2 16% rate of interest for a period of one year.
Ans: (a) 49.66%, (b) 17.65%, (c) 16%
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-

A company needed Rs. 5,00,000 to increase working capital. [t has three alternatives of

financing available. . :

a. Forgo cash discounts, granted on a basis of "2/10, net 30" :

b. Bomow from the bank at simple interest rate of 10 percent, with compensating balance of
15 percent.

c. Issue commercial paper at 12 percent. The cost of placing the issue would be
Rs. 5,000 each six months.

Required: Calculate annual percent cost for each alternative. [4+3+3]

Ans: (a) 37.14% (b) Rs. 11.76% (c) 14%
-

A trader can avall loan of Rs. 2,00,000 from the following two alternatives:

Alternative 1: At simple interest rate 12%, with the compensating balance of 20%.

Alternative 2: With discounted interest rate 10%, with the compensating balance of 20%.
Required: Annual cost of loan in percentage. ; [5+5]

Ans: Alt1 = 15%; Alt 2 = 14,29%
0. 2067 Q.No. 4

A trader buys under term of % net 90. Compute annual percentage cost under each of the

following cenditions assuming 365 days in a year: % [3+3+4]
a. |If the trader does not take discount and pays on due date.

b. If the trader does not discount and pays on 60% day.

c. [f the trader actually pays in 40 days and still takes the discount, what is the cost of its

| non-free trade credit?
Ans: (a) 12.41% (b) 24.83% (c) 14.90%

[UNIT 5:LONG-TERM FINANCING T |

' _
Define long term loan and also mention its any three objectives. [2+3=5]
i FHOETE ST TR | W aFal F qae EiawE T Teid |
State the different factors that affect the capital structure. [5]
| .
State the meaning of common stock. Write any three features of it, [2+3]
QLR ATITE AT 70 T G5 | TFF FA A (NAEE geE I, o |
What do you understand by preferred stock? Write any three features of preferred stock. [2+3)]
What do you understand by the term capital structure? Write any two factors that are affecting
capital structure. - - ] e 5}
ST FOIA TS F TR ¢ T HOIATAT FATE 9 F 4% deet veteld |
A
Write the meaning of common stock. Mention any three features of it. [2+3]
T TATH A TETEE | TTH & A (SRS Tood TR |
| \

Write the meaning of preferred stock. What are its features? : [5]
AU HTF SETETH | FEE AaEE F % g .
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| _
Define common share capital. Also mention the rights and privileges of common stockholders.
[ SR geirer Iiearen fGEe | R dEREes afier aqr giaaes dwE
‘T’i'h"ﬁi [3+2=5]
"~ Write about any three factors which affect the capital structure. i [5]
- I AT G U ET A Geeedl 9 qetEd |
Def ine preferred stock and write any three features of it. [2+3]
wﬁm?mmqﬁwmamaﬁeﬁm favToar geor@ A |

NUMEHICAL PHOBLEMS
1. 2073 Q.No. &

The assets and liabilities and other items of a company are as under:

Issued and paid up capital of Rs. 100 per share Rs. 5,00,000 :

Long term loan Rs. 3,00,000 *

Creditors Rs. 50,000

Preliminary expenses Rs. 30,000

Required: : [2.5+25 =5]
" a. Book value per share b. Debt equity ratio

The authonzed capital of a company was 10000 shares of Rs. 100 each, out of which 6000
shares were issued.
The other details are as under

Ans: (2) Rs. 94 (b) 74.47 %

Creditors Rs.4,00,000

Long term debt Rs.2,00,000

Retained eammg Y Rs.4,00,000
Required: ; 3 3 ; [1+2+2=5]
a, Bookvalueofequity - b. Book value per share :

c. Book value per share after issuing remaining share @ Rs.120 per share

Ans: (i) Rs 10,00,000; (i) Rs 166.67; (Ili) Rs 148
The following items are extracted from the. Balance Sheet of a company.

- 10% debentures Rs. 1,35,000
Commen stock of Rs. 100 each Rs. 2,00,000
Refained eaming Rs. 50,000
Share premium . Rs. 30,000
_ Preliminary expenses ~ Rs. 10,000
Required: [1+2+2)
a. Book value of equity b. Book value per share c. Debt -equity ratio

Ans: (i) Rs. 270,000, (ii) Rs. 135 (iii) 50%

4. 2071 Supp Q.No. 6

Following information are provided:

Accounts payabie; Rs.75,000

Notes payable: Rs.50,000

Long term Deb: Rs.1,25,000

Commen stock (Rs. 100 per share): Rs.2,50,000

Retained Earnings: Rs1,50,000

Required : L [2+1+2=5]

a. Book value per share b. Debt-equity ratio ¢. Long-term debt to equity ratio
‘ Ans: (a) Rs. 160 (b) 62.5% (c) 31.25%
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5. 2071 Q.No. 6

The liabilities and capital fund of 2 company are as under:

Authorised capital: Equity share of Rs. 100 each Rs. 5,00,000
Issued & paid up capital: 3,000 equity shares Rs. 3,00,000
Accounts payable Rs. 2,00,000
Long term loan Rs. 4,00,000
Reserve & Surplus Rs. 1,00,000
- Bills payable /Rs. 1,00,000
Required: : :
a. Book value per share
b. New book value per share when the remaining shares are also issued) [2+3=5]

Ans: (a) 133.33= 133 shares (b) 120 shares

The liabilities Side of the Balance sheet of Solar Resource Company consists of the following:[2.5+2.5:
Liabilities

Account payable Rs. 1,00,000
Short term loan ' Rs. 2,00,000 .
Long term loan ) Rs. 3,00,000
Common stock Rs. 4,00,000
50,000 shares authorized 25,000 shares outstanding '

Retained earnings s Rs. 5,00,000
Total Liabilities & equities ' Rs. 15,00,000
Required:

a. Book value per share of common stock:
b. Suppose the shop sold the remaining authorized share and netted Rs. 30 per share from

the sale, what would be the new book value per share?
Ans: (i) R_s. 38, (i) Rs. 33

[i7. 2088 Supp Q.No. &

A company limited has a fotal assets of Rs. 887,000. Its liabilities side of balance sheet
consists of the following: =

Liabilities _. _ I Rs.
Account payable 64,000
Notes payable - 71,400
Long term debt ; 1,51,200
Common stock(30,000 shares authorized and 20,000 shares outstanding ) 3,64,000
Retained earnings ¥ 3,36,400
Total ' ‘ 9,87,000
Required:

a. What is the book per share of (MWAC)? : -
b. If Supplier Company sold remaining authorized shares at Rs. 32 per share, what would be
the new book-value per share? [3+2=5]
: Ans: (a) Rs. 35,02 and (b) Rs. 34.01

:
Following information are provided: - [2+2+1=5]
Common shares outstanding ::20,000 shares :

Par value per share :Rs. 100
Share premium : Rs. 5,00,000
Retained earnings :Rs. 15,00,000
Total debt : Rs. 30,00,000
Required:

a. Totalbook value of equity  b. Book value per share ¢.  Debtequity ratio
: Ans: (a) Rs. 40,00,000 (b) Rs. 200 () Rs. 75%



Elements of Finance- Il 317

19. 2068 Q.No. 6

Following information are provided:

Accounts payable Rs. 80,000

Notes payable Rs. 20,000.

Long term debt Rs.1,00,000

Common stock (Rs.100 per share) Rs. 4,00,000

Retained eaming Rs. 1,00,000 3 : ;
Required: [2+2+1]

a. Book value per share b. Debt-equity ratio ¢. Long-term debt to equity ratio
Ans: (2} Rs. 125 (b) 40% {c) 20%

The follewing information are provided: [2+3]
Authorised Capital: 20,000 Equity Shares of Rs. 100 each Rs. 20,00,000°

Issued, subscribed, called up and Paid up Capital: 8,000 Equity Shares of Rs. 100 each
Rs. 8,00,000 ‘ .
Required:

a. Book value per share. 7

b. Book value per share, if the company issued the remaining shares out of authorized capital

and per share Rs. 50 only called and paid up from them. . [2+3]
5 ' Ans: (a) Rs 100 (b) Rs 70
[ UNIT 6:COST OF CAPITAL SEATE |

- The following information are provided for 10% debentures:
Face value = Rs. 100 per share ;
- Maturity period = 5 years
Tax = 40%
Required: > [25+2.5=5]
Cost of debt capital if : '
a. Issued at 10% discount b. Issued at 10% premium

A company issued 10,000 ordinary shares of Rs.100 each. The flotation cost was Rs.5 per
share. The company distributed dividend of Rs.10 per share for the'cument year. The expected
growth rate is 5%.

Ans: (a) 7.71% (b) 4.5 %

Required: ety " [8]
Compute the cost of equity shares for this year if these shares are:
2. Issued at par : b. Issued at Rs.150 per share

Ans: (a) 16.05%; (b) 12.24%

B 2072SetEQNo.7] -
The following information are provided:
Equity shares issued- 2000 shares of Rs. 100 each
10% Debentures issued- 1000 debentures of Rs. 100 each
Market value per equity share Rs. 200
Dividend per share Rs. 20
Taxrate 40%
Flotation cost Rs. 5 per Debenture
Redemption of Debentures - 5 years
Required: :
a. Cost of equity capital b. Cost of debentures

(23]

Ans: (i) 10% (i) 6.83%
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4. 2071 Supp Q.No.

Following information are provided:
a. A 10% bond with par value of Rs. 1,000 is selling today at 5% discount. Tax rate is 40%.

b. A Rs.100 par value preferred stock with 10% dividend, selling today at Rs. 95 per share.
The flotation costs is 4% of market price. [2+3=5]

Required: Cost of each source of financing

A company hmlted is issued 2000, 10% debentures of Rs. 100.each to be redeemable after 10
years, The corporate tax is 25%.

Ans: (a) Kq = 6.32% (b) K, = 10.96%

Required: Cost of debt capital when the debenlures are ' [2+3=5)
a. lssued at par b. | Issued at 10% premium

Ans: (a) 7.5% (b) £ 23%
Assummg that a firm falls under 30% tax bracket compute the after tax cost of the following
financial assets ; : - [2.5+2.5=5]

" a. Abond sold at par with coupon interest rate of 12%.
b. Common stock sold at par with drwdend of Rs. 5 paid in last year but expected to grow at
" 5% forever.

Ans: () 8.4% (b) 10.25%
Calcu[aie the after tax cost of capltai of the following success of financial. Assume 40%
corporate tax rate. 5]
a. A perpetual 12% debenture of Rs 1,000, sold at a premium-of 10% with no flotation cost.
b. An equity share selling Rs. 50 and expected divided of Rs. 6 per share infinite period.

Ans: (2) 6.55%, (b) 12%
A company plans to issue 5,000 preference shares of Rs. 100 each with 2 12 percent dividend.
Required:

a. Calculate cost of preference shares if it is selling at par.
b. Calculate cost of preferences shares if it :s selling on the market for Rs. 120 and incurs Rs.
5 floatation cost per share. - [2+3=5]

. Ans: (a) 12% (b) 10.43%
| -
A company issues 10,000 equity shares of Rs. 100 each. The flotation cost is Rs. 5. The
company pays a dividend of Rs. 10 per share initially and the growth in dividend is expected to
be 5%.
Required: Compute the cost of equity shares if these shares are:
a, issued at per b. issued at 10% premium. [2+3]

Ans: (a) 16.05% (b) 15%
-
Compute the after tax cost of caplta1 of the following source of financing assummg corporate
- tax rate is 25%:
a. A perpetual 10% of debentures of Rs. 100 each issued 2t the premium of 10% with
fiotation cost of Rs. 2 per debenture.

b. A 10 years, 10% debentures of Rs. 100 each redeemable at par with flotation cost of 2%.[2 + 3]
Ans: (a) 7.66% (b) 7.76%
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[UNIT 7: INVESTMENT IN FIXED ASSETS

=

The cash flows of a

project are as under:

Year 0 1 e 3 i)
Cash flow Rs. —200,000 60,000 | 80,000 100,000 100,000 |
Cost of capital: 10% q ;

Required: [3+4+3=1(]

a Paybgck period

c.- Profitability index
Ans: (a) 2.6 year (b} Rs. 64,088 (c) 1.22

b Net present value

- The cash flows of a project are as under:
Years ARG 3. 4 5 1
Cash flows 50,000 . | 15,000 | 15000 | 10,000 | 20,000 | 20,000 e

The cost of capital is 10%

Required:
a. Payback period

8. 2072 SetE Q.No. 8

[3+4+3=10]

c.  Profitability index
Ans: (a) 3.5 years; (b) Rs 9,623.50; (c) 1.18

b. Net present value

Net cash flows of a proposed project are as under:

Year 1 2 3 4 9

Net Cash flow (Rs.). 10,000 8,000 9,000 6,000 7,000
The cost of project is Rs. 25,000 and cost of capital is 9%. :
Required: [3+4+3]
i. Payback period ii. Net présernit value iii. Profitability index

4. 2071 Supp Q.No. 8

Ans: (i)2.78 Years (ii) Rs. 6,857.10 iii) 1.266

Company Ltd. is considering to invest in a project costing Rs. 1,00,000. The net cash flows of
the project are as follows:

Year 1 2 3 s o
’?et Cash Flows (Rs) 50,000 | 40,000 | 30,000 Z0,0GL'
Required: , [3+4+3=10]
a. Payback Period b. Net Present Value c. Profitability Index

2. 2071 Q.No. 8

The estimated net

Ans: (a) 2.33 year (b) Rs. 14,710 (c) 1.147

cash flows of a project which requires Rs. 50,000 investment are as under:

| Year 3 4

| Rs. 15,000 20,000 |- 15,000 20,000 |

The cost of capital is 10%.

Required: [3+4+3=10]
a. Payback period b. Net present value C. Profitability index

6. 2070 Q.No. 7|

- Ans: (a) 3 year (b) Rs. 5,094 (c) 1.10188

The after tax cash flow for two projects are given below:

Year Project ‘A" Project 'B'
0 (Rs. 2,50,000) {Rs.’2,50,000)
1 Rs. 200,000 0
2 Rs.90,000 Rs.1,80,000
3 Rs.10,000 Rs.1,00,000
4 Rs.10,000 Rs.90,000
5 Rs.5,000 Rs.20,000




320 Question Bank (Management)- Xil

Company's required rate of retum is 14%. -

Required: [3+6+1=10]
a. Payback period of both projects.

b. Net present value of both projects.

¢. Which project should be accepted? Why?

Ans: (2) 1.56 years, 2.7 years (b) Rs. 9,863 and Rs. 19,687
3 . 2069 Supp Q.No. 8 :

Project A requires and investment of Rs. 15,000, The cost of capital is 5%. The cash flow of
roject are as follow:

Year i | 2 3 4 5
Cash Flow Rs. 1000 | 2000 4000 5000 8000
Required: [2.5x4=10]
a. Payback period b, Net present value ¢. _Profitability Index
: Ans: (a) 4.38 years, (b) Rs 1603.1, (c) 1.11
The net cash flows fo two proposed proposals are: : .
Years 0 1 2. 3 IR
Proposal 'A' (Rs) (20,000) | -7.000. 7,000 7.000 7,000
Proposal 'B' (Rs) (20,000) 10,000 5,000 8,000 5,000
The cost of capital for each projectis 10%
Required: Payback period and net present value. © o [5+5=10)
Ans: PBP, = 2.86 years; PBPz = 2.625 years; NPV, = Rs. 2,188.3; NPVg = Rs. 2,648.4

9. 2068 Q.No. §

Net cash flows of 2 machine are as under:

Years 1 FQ 3 P
Net cash fiows (Rs.) 10,000 12,000 16,000 0 | 15,000
The cost of the project is Rs. 30,000 and cost of capital is 10%

Required: a. Payback period b. Net present value c.. Profitability index. [3+4+3]
v 5 - Ans: (2) 2.5 years (b) Rs. 10,342.10

A company is considering the purchases of a machine. Two machines are available in the
market, each costing Rs. 25,000. Each machine has an expected life of 5 years. The cost of
capital is 10%. Net cash flows during the expected life of the machines are: ;

Year e 2 A 4 et

Machine | (Rs.) 5000 | 8000 | 7000 | 6000 5.000
Machine Il (Rs.) 7000 | 7000 | 7000 | 7000 7,000

Required: Which machine should be purchased according fo Net Present Value method?  [5]
Ans: Net present value of Machine | = Rs. 2,254.70 and Machine Il = Rs. 1,534.90; Since NPV of
Machine | > Machine Il. So, Machine | should be purchased.

[UNIT 8: BASICS OF WORKING CAPITAL ]

THEORETICAL QUESTIONS
“Define working capital. Differentiate between gross concept and net concept of working capital. [5]
Frii e S TR | W P e EE AT TE '
FRF GRS T, |

' ‘
State the importance of working capitel. ; 151

qrrqsﬁﬂﬁ?ﬁ?ﬂwmml
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[3. 2072 SetE Q.No. 83|
State any five determinants of mveslment in working capital. 61
FTASTE I AT B Ui (FaRE deEes gwid T A | .

4. 2071 Supp Q.No. 83| .
What do you understand by permanent working capital and variable working capltal? Write in

brief with definition. i)
o w7 T wefe O Ae # O g IRA FiEd
BIEFHT Ge] 81 |
What do you mean by permanent and variable working capital? Write in brief. ]

W?Wswmmmwmfmmm e |

What is net working capltal'? Write 2bout its mpcnance [5]
ga =i TS ¥4 @ 81 7 g9S "EeEd qerid |

What is the difference between gross and net working capital? Also write the determinants of
working capital in an enterprise. [4+4+2=10]

T T §F T AE GRGEE B & g ¢ e U (AT gHIan 74 qeased aeE
e |
State the |mp0rtances of workmg capnai : 5]
Fr e fﬁ?ﬁ TEWEEe 3?@1@ TR |
Wnte in brtef about the fmpor‘ance of worklng capital. ; []

: =T TWIeT Hacaaly SledUal welad |

.
What is Workmg Capital? Differentiate between gross concept and net concept of Warking

Capital? [3+2]
FEAE Al A & TFES ?ﬁmzmmwﬁaiﬁmw
ATEARE |
NUMERICAL PROBLEMS

The information pertaining to working capital are as under:

Annual credit sales: Rs. 25,20,000

Cost of sales : 70%

Average inveniory: Rs, 70,000

Average receivable; Rs. 91,000

Account payable: Rs. 39,200

Days in a year: 360 days

Required: 1 +2+2=7]
a. Inveniory conversion period b. Receivable conversion period c.Payable deferred period

Ans: (a) 14.29 ~ 14 days (b) 13 days (c) & days
2. 2072 Q.No. Sb

A company produces 1,000 units 2 day and incures a cost of Rs.72 per unit for material, labour and
other expenses. The different conversion cycle of the working capital are as under:

Inventory conversion period 18 days
Receivable conversion period 36 days

Payable deferred period 12 days

Required: [1+2+2=5]
a. Cash conversion cycle period b.  Accounts receivable c.  Working capital

Ans: (a) 42 days; (b) Rs 36,00,000 (selling price per unit Rs 100); (c) Rs 30,24,000
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{13. 2072 Set E Q.No. b :
The following information are provided pertaining fo.working capital:
Inventory conversion period 30 days
Receivable conversion period 18 days
Payable deferral period 12 days
Annual credit sale Rs. 18,00,000
Days in year 360 days -
Required: ! [1+2+2]
i. Cash conversion cycle period  ii. Account receivable :
iii. Working capital

Ans: (i) 36 days (ii) Rs. 90,000 (iii) Rs. 180,000

{14. 2071 Supp Q No. gb)
The sales of 2 company is Rs. 7,20,000. Variable ccst per unit is Rs 10. The components of
cash flow cycle are:
Inventory conversion period; 30 days : .
Receivable conversion period: 16 days ; :

- Payable deferred period: 10 days

Assume 380 days'in a year : 3
'Required: 5]
a. Cash conversion cycle period b. Workmg capital requirement

Ans: (a) 36 days (b) Rs. 72,000
15. 2071 Q.No. 9a

The information regarding workmg capital are as under:

Inventory conversion period 40 days
Receivable conversion period y 20 days
Payable deferred period 10 days
Days in year ; ’ 360 days
Annual credit sale ' Rs. 72,00,000
Manufacturing cost per day , Rs. 12,000
Required: : : : A [2+3=9]

a. (Cash conversion cycleperiod b, Working capital

Blratnagar bnscuu factory has an inventory tumover of 2.4 times, a recewables collection period

of 76 days and a payable deferred period of 60 days. Assume 360 days a year.

a. What s the length of the cash conversion cycle?

b. If company's annual sales are Rs. 6.75 million and 80% sales are on credit, what is the
firm's investment in account receivable? | [2.5+2.5=5]

Ans: (a} 166 days (b) Rs. 11,40,000
17. 2089 Q.No. 8b ; :

The following information are provided

Ans: (a) 50 days (b) Rs. 600,000

Sale per day : 5,000 units
Selling price per unit :Rs. 10
Inventory conversion period 120 days
Receivable conversion period e : 30 days
Payable deferred period ;10 days
Required:
2. Cash conversion cycle period b, Working capital [5]

Ans: (a) 40 days (b) Rs. 5,555.56
Following information are previded: .
Inventory conversion period f 40 days.
Receivable conversion period : : 30 days.
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Payable deferred period 16 days.”
Annual sales (360 days) Rs. 72,000
. Variable cost per unit Rs. 20
Required: ‘
a. . Cash conversion cycle period. .~ b. Working capital amount. [2+3]

Ans: (a) 55 days (b) Rs. 11,000

19. 2067 Q.No. BE

The following information has been submitied by a trading concern:

i.  Projected Annual Sales 3600 unit @ Rs. 50 each. The percentage of profit on sale i s 20%
ii. Average credit period allowed to customer 2 months.

ii.. Average credit period allowed by supplier 3 months.

" iv. Average stock holding in terms of sales requirement 2 months.

Required: Defermine Working Capital amount. [5]
. 7 Ans: Rs 12,000

UNIT 9: MANAGING CURRENT ASSETS
A. CASH AND MARKETABLE SECURITIES

THEORETICAL QUESTIONS
1.

2073 Q.No. 10 : .
Write about the importances of Cash Budget. [5]

2. 2072 Q.No. 10

Clarify the meaning of cash budget with suitable example. : [5]

ST SEEVETRET Y deedl 94 TRareTRe |

&

2072 Set E Q.No. 10}

Briefly write the motives of holding cash by a firm. 1]
FTEAA AR AETH IL9TeT BITFUHT AR |

la.

2071 Supp Q.No, 10]

- Write the meaning of cash budget. Write any three importances of cash budget.  [2+3=5]
maﬁzﬁarmwmlwwﬁeﬁwmmmm|

2069 Q.No. 10

State the 1mponances of cash budget. 5]

2068 Q.No. 10

What do you understand by inflow and outflow of cash? Explain. : [5]
T AL JAE ¥ ART TAE A F RS 7 ATe A | \
NUMERICAL PROBLEMS
The sales and purchase figures .of & company for recent month and expécted for the next
month are as follows: [10]
Sales Rs. Purchase Rs.

Baishakh 2,00,000 | Jestha . 1,75,000
Jestha 3,00,000 | Ashadh ; | 300000
Ashadh 3,50,000

Credit sales are 80% of total sales, 50% credit sales are collected in the following month and

“the balance 50% in the next following month of sales. All purchases are credit purchase

payable in the following month . of purchase. Bank loan due for Ashadh
Rs. 60,000 and interest due is Rs. 6,000. Wage due for Ashadh payable month Rs. 50,000 and
other expenses due and payable in Ashadh Rs. 60,000. Cash balance on 31 Jestha Rs.
50,000.

Required: Cash budget for the month Ashadh : (5]
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B.

2069 Supp Q.No. 11|

A frading company prepares business budget to exercise control over operations. The sales

and purchase figures for recent month and expected for next month are follows:
Sales Rs. Purchase’ Rs.
Baisaknh 2,00,000 Jestha ° ' 175,000
Jestha 3,00,000 Ashad 3,00,000
Ashad 3,50,000 i

71

Credit sales are 80% of total sales, 50% credit sales are collected in the following month and
the balance 50% in the next following month of sales. All purchases are credit purchase
payable in the following month of purchase. Bank loan due for Ashad is Rs 60,000 and interest
due is Rs 6,000. Depreciation for Ashad is Rs 10,000. Wages due for Ashad but payable in
next month is Rs 50,000 and other expenses due and payable in Ashad is Rs 60,000. Cash
balance on 31t Jestha Rs 50,000. ¢

Required: Cash budget for the month of Ashad. -

A company Ltd. provides the following information: :
Months Sales (Rs.) | Wages (Rs.) | Purchases (Rs.) | Other Expenses (Rs.)
Posh 70,000 © 22,000 44,000 ) 6,000
Magh 88,000 20,000 44,000 ' © 8,000
Falgun 84,000 20,000 " 44,000 6,000
Chaitra 80,000 18,000 36,000 4,000

Additional Information:

a. 20% of sales are for cash. 50% of the remalning is collected in same month and balance
~ after one month.

b. 20% of purchases are cash and remaining are paid after on month.

¢. Wages and other expenses are paid in same month.

Required: Cash Budget for three months Magh, Falguan and Chaitra. [10]
Ans: Ending cash balance = Rs 8,800; Rs 24,400 and Rs 41,600

| B. RECEIVABLES MANAGEMENT

|
What is receivable? State the elements affecting the receivable.
U F E 7 a9eTs §AE 9N doeE Jeteld |
[2. 2069 Supp Q.No. 10| ;
What do you mean by days sales outstanding? Why is it important? : | (7]
a1 T e 9= % g ¢ e Wee ©
B._2073Q.No. 13-
The following information are given: .
Selling price per units:Rs 200
Credit sales 1,900 units
Credit term: '2/20, net 30°
Discount taking customers: 70%
Days in year: 360 days
Required: |
a. Days sales outstanding b. Average receivable
c. Average receivable if non discounted customers pay in 40™ day.

Ans: (a) 23 days (b) Rs. 24,277.78 (c) Rs. 27, 444.44
A firm sells on a term of '3/20 net 40'. The credit sale of the firm is 20,000 units with Rs.360 per
unit. 50% of the customers pay on the 20% day and take discount and other 50% customers

~ pay on an average of 40 days.

[2+3=5]

[2 +3 +5=10]
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Required: ‘ iz A . [3+3+4=10]
a. Days sales outstanding b. Average amount receivable

¢, Days sales outstanding if non-discounted customers pay in 50 day
Ans: (a) 30 days; (b) Rs 600,000; (c) 35 days

[5. 2072 SetE Q.No. 11]
The following information are available regarding the receivable:
Annual sale— 36000 units @ Rs. 40 each.
Credit term — '3/20 net 50' :
Discount taking customers ~ 80%
Days in year- 360 days . !
Required: ; : [3+3+4]
a. Days sales outstanding b. Average amount.of receivables '

c. Days sales outstanding if non-discounted customers pay on 60% day. 4
. Ans: (a 26 dyas (b) Rs.'ﬂd,onn (c) 28 days

B. 2071 Supp Q. 11] ,
A company Ltd. sells on the term of '2/10 net 30'. The other information are as under:

Annual sales : Rs. 6,00,000

Annual credit sales 60%

Discount taking customers 40%

Days in a year 360 days :

Required : : [3+3+4=10]

a. Days sales-outstanding b Average daily sales  ¢. Average account receivable

- Ans: (a) 22 days (b) Rs. 1666.67 (c) Rs. 22,000,
S

The term of sales 2 firm is 5/20, net 30. The firm made a credit séle of 4000 units &l Rs. 50 per
unit. Under this policy 40% customers pay on 20 day taking discount and the rest pay on final
date. i
Required: [2+2+1=5]
a. Dayssalesoutstanding  b. Averagedailysales ¢. Average account receivable

: Ans: (a) 26 days (b) Rs. 555.56 (c) Rs. 14,444.56

The following information are provided:

Days seles outstanding : 29 days

Annual sales : 20,000 units

Selling price per unit e

Required: - ;

a. Average daily sales b. Average accounts receivable , - [25+25=5]

Ans: (a) Rs. 1,388.89 (b) Rs. 40,277.78
D
A company has daily sales outstanding of 20 days. Average credit sales is Rs. 5000 per day.
Required: :
a. Average account receivable  'b. Annual credit sales. b
¢, Average account receivable for 10 days daily sales cutstanding. [4+3+3]

Ans: (a) Rs. 100,000 (b) Rs. 18,25,000 (c) Rs. 50,000
[fo- 2067 Ao 13 .
A firm has credit sale of 10,000 units of commodity for Rs. 50 per unit. The terms of credit seles ;
are to pay within 50 days and any customer paying till 20" day will receive a 3% cash discount.
Eurther assume that its 70% credit customers are paying on 20% day taking discount and the
30% customers are paying on the final due date. i [2+2+1]
Required: 3
a. Dayssalesoutstanding ~ b. Average daily sales ¢ Average account Receivable
) Ans: (a) 28 days (b} Rs 1,388.89 (c) Rs 40,277.78



326 Question Bank (Management)- XiI

| C. INVENTORY MANAGEMENT

THEcm_Eﬂc_A_LpUEsnous
State the reasons for holding adequate mventory
T IR TR FREE TG T |

: State the objectives of inventory management:
HIE HTETH TEUEE G |
;

The detail for materials purchases are given below:
~ Annual requirement: 20,000 units
Cost per order; Rs. 400
carring cost : 10%
Cost per units : Rs.40
Required:
a. . Economic order quantity b.  Total cost of Economic order quantity

(]

9]

[3]

Ans: (a) 2000 units (b) Rs, 8000

The material purchase information of a firm are as under:
Annual requirement: 40,000 units
Ordering cost per order; Rs.100
Purchase price per unit: Rs.100
Carrying cost per unit: 10% of unit value

“Required: [2+1+2=5]

a. Economic Order Quantity  b. Number of EconomwOfderOuamlty
c. Total cost of EOQ

Ans: (a) 894 units; (b) 4§ times; (c) Rs 8844.2

[5. 2072SetE Q.Nnﬂ
The following information are provided:
Annual consumption 60,000 units
Purchasing price Rs. 20 per unit
Carrying cost 20% of unit cost
Ordering cost Rs. 300
Required: Economic order quantity by using tabulation met hod

6. 2071 Supp Q.No. 12] )
The following information are provided

Annual consumption 50,000 units ~ Carrying cost per-unit . 10%
Purchasing price per unit Rs.100  Ordering cost perorder ~  Rs.900
Required: Economic-order quantity by using table method.

The details for materials purchases are as given below:

Annual requirement 4,500 units  Cost per order Rs.300 °
Cost per unit Rs. 150  Carrying cost 20%

Safety stock ‘ 200 units  Lead time - 2 weeks

Weeks in a year - 50 weeks ' :
Required: [3+4+3=10]

a. Economic order quantity  b. Totai Cost of EOQ ¢. Re-order point:

Ans: EOQ = 3,000 units

5

Ans: 3,000 units

[9]

Ans: (a) 300 units (b) Rs. 8,000 (c) 380 units
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8. 2070 Q.No.1

The following information are provided: i (5]
Ordering cost per order Rs. 30
Carrying cost per carton . ; Rs. 150 ¢
Required paper per month ; 1000 carton -

Required: Economic order quantity by using tabulation method.
Ans: 692.82 or 693 Carton

[9. 2068 Supp Q.No. 12]
Khanal Fertilizer Company sells, 2,40,000 bags of femllzer annually, the optimal safety stock
required initially in had'is 1200 bags: Each bag cost Rs. 4, inventory carrying cost is 0.80 paisa
per bag, and the placing on order with its supplier is Rs. 25.
Required:
-a. Economic ordering quantity?
b. Average and maximum level of inventory.
¢. Total cost of hawing inventory
d. Re-order level of inventory assume lead time 4 days and 360 days year. i8]

Ans: (a) 3,873 bags, (b) 3;137 bags, 5073 bags, (c) Rs. 4,058.39 or Rs. 3,098.3¢ (d) 3,867 bags
0. 2069 Q.No. 11

The following information are provided: «

Annual requirement 1 80,000 units
Purchasing price per unit ; :Rs. 20 |

Carrying cost per unit ' : 20% of purchasmg price
Ordering cost per order " :Rs. 400 |

Required: Economic order quanuly by using formula method and tabular method [4+6=10]
1 Ans: 4,000 units

Fol[owmg mformatlon are provided:

Annual sales ] 25,000 units

Carrying cost per unit 10% of the purchasing price

Purchasing price per unit Rs. 3

Ordering cost per order Rs. 150 . :
Required: Economic Crder Quantity by applying tabulation method. 5]

- Ans: 5,000 units

| UNIT 10: DIVIDEND -

b 2073 Q.No. 1ﬂ
State any five factors that affects dlwr.iend decision. ) [5]

wmw&mmmﬁmmmmm|

Bnefly wnte the different forms of dividend. 5]
wraTTE e EETeEE anver aEEiE Hﬁﬁ'ﬂ‘ | /

[3. 2072 SetE Q.No. 13]
Write in brief about the procedure of dividend payment. ) [5]
AT ORI YORATEea SIeaiHT o] 219 |

l4. 2071 Supp Q.No. 13] -
Define stock dividend and cash dividend. Why do the company pay stock dividend? [2+3)
STTZ_STHIS 7 7T ATRITE TRATT ] & | e 91w |raie e g g

:
What do you understand by dividend? Also mention the constraints in paying dividend. [2+3=5]
:'—II“HWTWH;W’ m&mmmﬁmmu

-
" What do you know by dividend? What are the constraints in paying cash dividend? [2+3=5]

AT AT F T §8 ¢ IR AT IR T aEFEE F F g ¢
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f7. 2069 Supp Q.No. 13 N
What are the different forms of dividend? Write in brief. : [5]
HIHIST T THNE S, ¢ BIEFAAT Aefad |

|
Write in brief about the factors influencing dividend decision. [5]
FATATH AT (FUaETs TATE 9 TEeeel A% SIEhiHT TETer |

" State ihe meamng of dividend? Write in brief about cash dividend and stock dividend. [2+3]
AT Mmlwmtmwmmmu
What are the basic factors, which should be considered by board of directors (BOD) before the

declaration of dividends? Write in short. [5]

artet e OF Arde fAivesee wH-2 A A TS U9 ¢ SEeH SetR |
[ UNIT 11: MULTINATIONAL FINANCE

Write short notes on: : [2.5x4=10]

a. Multinaticnal Corporation (Fgziiega fere)

b. Cross rate (<41 %7)

¢. Exchange rate (fafs=g &%)

d. Domestic financial management (z¥fr fawira =ga=ar)

. 2. 2072 Q.No. 14

a. Difference between multi-national and domestic financial management. _ Bl
agRIEg T et faxim sgaeas S famar 3
b. Direct and Indirect Quotation Exchange Rate. 5]

O ¥ F9eas Hed g1 fAfTEg Y
. 2072 Set E Q.No. 14
Write short notes on: y
a. Trading in foreign exchange (&3fers Tt =) [5]
b. Exchange rate (Faf#ar 27 ' : ]
l4. 2071 Supp Q.No. 14]
Write short notes on ‘ !
ii. Exchange rate (Fafs 79) S
iil. Crossrate (BgH &) 4]
| ‘
a. Diﬂerent:ate between multinational and domestic financial management 5]
‘g 7 ot faein =ERaTAa e faerar TRl
b Def ne spot rate & cross rate with suitable examples. [5]
IO SARIETET A 3% ¥ A 30 qfrmﬁsa THEE, |
a. Whatis muftinational corporation? ‘ ' 18]
gy s 9= & s 7
b. Write short notes on multinational Vs domestic fi nanmal management g 5]
=gy 7 Vs, Fﬁ“—*ﬁ fareiTa seaTamE oA GiEl feerit S | '
[7.__2069 Supp Q.No. 14]
What is Multinational Company‘J Also differentiate between multinational and domestic financial
management. Y [10]
WWWEWWWIWWWIWW
SFEIAA] (AT BEaTs TR |
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8. 2069 Q.No. 14

What do you mean by multinational company? Distinguish between multinational financial
management and domestic financial management. [5+5]
Faifega e S ¥ RS WIWWWWWI

a What do you understand by Multinational Corporations and Domestic financial management? [10]
FRAed dear T wEdl faud SAaerT e & THEAED ¢

b: Differentiate between spot and future rate. ] [5+5]
gefere =% T AT FTET (e SEeTRi, |

:

2. Write what do you know about multinational corporation.
T TN T F THES ¢ T L

b. Write short notes on Cross Rate of Exchange Rate. p [5+5]
Fafame 27 AT BES 4F AT Grel e SeTEe | '





