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CA ADARSH JOSHI

CA, B.COM
FOUNDER

e 8+ years of teaching experience in CA education

e Subject Expertin:
CA Foundation — Paper 2: Business Laws
CA Intermediate — Paper 2. Corporate and Other Laws

e Has uploaded over 3000+ educational videos for CA Foundation and CA Inter
students

e Known for his dynamic, conceptual and “fun-and-learn” teaching
style

e Guided thousands of students across India to success in CA exams

e Strong academic background with B.Com (BMCC, Pune)and ACA  ~
qualification S gt

e Widely appreciated for his clarity, energy, and practical approach
to law subjects

e Through Shikshadwar, offers comprehensive classes, books, tests,
and mentorship to CA students




CA DARSHAN JAIN

CA,CS5,LLB, DISA, DIRM, B.COM
CO FOUNDER

e Chartered Accountant by profession & educator by passion

e Teaching Financial Accounting , Financial Management & Strategic Management to CA
Students For 12 Years.

e Practicing Chartered Accountant For Past 13 years in The Field of Audit, Direct &
Indirect Taxes & Management Consultancy

e Elected as Convenor of The Jalna CA CPE Chapter of WIRC of ICAl For 2 consecutive
years 20-21 & 21-22.

e He Has Successfully Completed & Qualified Following Certificate Course Conducted By
|ICAI
1. Forensic Accounting & Fraud Detection
2.Concurrent Audit of Banks
3. Goods & Service Tax (GST)
4. Public Finance & Accounting
5. Drafting & Pleading Before Authorities
6. Wealth management & Financial Planning
/. Artificial Intelligence
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CA TUSHAR TAPARIA

CA,LLB

e A multi-faceted professional with a Chartered Accountancy qualification and a
Bachelor’s degree in Law.

e Brings 7+ years of teaching experience across CA and CS professional courses.

e Specializes in:

e Taxation at CA Intermediate and CS Executive levels

e Economics at CA Foundation level

e Known for simplifying complex concepts with crystal-clear explanations and practical
Insights.

e Expertin delivering Fasttrack batches with proven
accelerated learning techniques.

e Frequently invited as a visiting faculty for Taxation at
reputed coaching institutes.

e | oved by students for his interactive teaching style, real-
life examples, and exam-oriented approach.
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Welcome to Shikshadwar, your go-to hub for
CA students! &
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exam resources to ace your exams. Exclusively for CA students, this channel
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journey to success! 4/
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Your one-stop
destination for CA

we prioritize delivering comprehensive, easy-to-understand, and exam-
focused content to empower you in your professional journey. Our carefully
curated resources are designed to build a solid foundation and guide you
toward achieving your career goals.

CA Foundation

CA Intermediate

Class Features

Live Streaming : Book Series

Experience the power of live learning anytime, anywhere Your ultimate destination for all CA study essentials

With our Android app, the classroom travels with you — Discover a curated collection of books, perfectly aligned
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TIME
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SUBJECT

TOPICS

Marathons Schedule With Links

YOUTUBE LINK

17/4/2025 | 8.00AM | CA ADARSH JOSHI LAW RRR [}
18/4/2025 12.00 NOON| CA TUSHAR TAPARIA =~ GST RRR [}
19/4/2025 | 8.00AM | CACSDARSHANJAIN |  FM RRR [}
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TEST PAPER
ON
CAPITAL STRUCTURE




Date - 14t July 24 (Sunday)
Marks - 30 Marks

Duration - 75 Mins

Time - 4.00 PM Till Midnight as Per Convenience



QUESTION 1 (5 Marks)

The following current data are available concerning Alpha Limited:

Share issued 10,000
Market price per share T 20
Interest rate 12%
Tax Rate 46%
Expected EBIT < 15,000

The company requires an additional ¥ 50,000 for the coming year.
You are required to determine:

(i)  Which financing option (debt or equity issue) will give higher EPS for the
expected EBIT?

(i)  What is indifference level of EBIT for the two alternatives?
(i) What is EPS for that EBIT?



QUESTION 2 (5 MARKS)

The following are the costs and values for the firms A and B according to the traditional
approach.

Firm A Firm B
Total value of firm, V (in <) 90,000 60,000
Market value of debt, D (in ?) 0 30,000
Market value of equity, E (in ?) 20,000 30,000
Expected net operating income (in <) 5,000 5,000
Cost of debt (in ?) 0 1,800
Net Income (in ?) 5,000 3,200
Cost of equity, Ke = NI/V 10.00% 10.70%




(i)  Compute the Equilibrium value for Firm A and B in accordance with the M-M
approach. Assume that (a) taxes do not exist and (b) the equilibrium value of Ke is
9.09%.

(i)  Compute Value of Equity and Cost of Equity for both the firms.



QUESTION 3 (5 Marks)

A&R Ltd. is an all equity financed company with a market value of Rs.25,000 lakh and cost of equity
(Ke) 18%. The company wants to buyback equity shares worth Rs.5,000 lakh by issuing and
raising 10% debentures redeemable at 10% premium after 5 years. Rate of tax may be taken as

35%. Applying Modigliani-Miller (MM) (with taxes), you are required to CALCULATE after
restructuring:

()  Market value of A&R Ltd.
(i) Cost of Equity (Ke)

()  Weighted average cost of capital (using market weights).



QUESTION 4 (10 Marks)

The following figures are made available to you

Net profit for the year 18,00,000
Less: Interest on secured debentures @ 15% (Debentures

were issued 3 months after commencement of the year 1,12,500

Profit before tax 16,87,500
Less: Income tax @ 35% 5,90,625
Profit after tax 10,96,875
No. of equity shares (Rs. 10 each 1,00,000

Market Quotation of equity share 109.7

Company has accumulated revenue reserves of Rs.12 lakhs. The company is examining a project,
calling for an investment obligation of Rs.10 lakhs. This investment is expected to earn the same
rate of return as funds already employed.



You are informed that a debt-equity ratio (debt divided by debt plus equity) higher than 60% will
cause the price earnings ratio to come down by 25% and the interest rate on additional borrowing

will cost company 300 basis points more than on their current borrowing on secured debentures.
(100 Basis Points Refers to 1%)

You are required to advise the company on the probable price of the equity share, if
a) The additional investments were to be raised by way of loans; or

b) The additional investments were to be raised by way of equity.



QUESTION 5 (5 Marks)

In respect of two companies having same business risk, following information is given:

Capital employed = ¥ 4,00,000; EBIT =% 60,000; Ke = 12%

Sources Levered Company () Unlevered Company (%)
Debt (@10%) 1,50,000 Nil
Equity 1,50,000 3,00,000

Investor is holding 20% shares in levered company. CALCULATE increase in annual earnings of
investor if he switches his holding from Levered to Unlevered company.
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