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Financial Managen_\ent
and Economics for Financ>

NKS-H

Answers to questions are to be given only in English except in the case of candidates who

Time Allowed —3 Hours Maximum Marks — 100

have opted for Hindi Medium. If a candidate has not opted for Hindj 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 part of the respective answers.

Marks

1.« (a) From the following information, complete the Balance Sheet given P

below : :

(i) Equity Share Capital A ¥ 2,00,000

G) Total debt to owner’s equity . 0.75

(iii) Total Assets turnover ;2 times

(iv) Inventory turnover . 8times

(v). - Fixed Assets to.owner’s equity :0.60

(vi)- -Current debt to total debt : 040
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Balance Sheet of XYZ o, as QﬁMarch3l, 2020
LIE BT A T .
Liabilities Amount Assets Amount
© (9]
Equity Shares Capital 2,00,000 | Fixed Assets ?
Long term Debt ? Current Assets :
Current Debt ? Inventory ?
Cash ?
—
(b) The following information is taken from ABC Ltd. 5
Net Profit for the year T 30,00,000
12% Preference share capital % 1,00,00,000

Equity share capital (Share of ¥ 10 each) < 60,00,000

Internal rate. of rcturn on investment 22%
Cost of Equity Capital _ 18%
Retention Ratio 75%

Calculate the market price of the share using :
(1) Gordon’s Model

(2) Walter’ Model
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© The Institute of Chartered Accountants of India



€)
NKS-H

(c) A project requires an initial outlay of ¥ 3,00,000.

The company uses certainty equivalent method approach to evaluate

the project. The risk free rate is 7%.

Following information is available :

Year CFAT CE
(Cash Flow After  (Certainty Equivalent
Tax) ¥ Coefficient)

1. 1,00,000 0.90

2. 1,50,000 0.80

3. 1,15,000 0.60

4. 1,00,000 055

i 50,000 0.50
PV Factor at 7%
Year 1 2 3 4 5
PV Factor 0._935 0.873 | 0.816 | 0.763 | 0.713

Marks

Evaluate the above. Is investment in the project beneficial ?
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(d) The following information is provided by MNP Ltd. for the year 5

ending 31% March, 2020 :

Raw Material Storage period 45 days
Work-in-Progress conversion period 20 days
Finished Goods storage period 25 days
Debt Collection period 30 days
Creditors payment period 60 days
Annual Operating Cost < 25,00,000

(Including Depreciation of ¥ 2,50,000)
Assume 360 days in a year.

You are required to calculate :

(i) Operating Cycle period

(i) Number of Operating Cycle in a year.

(iii) Amount of working capital required for the company on a cost

basis.

(iv) The company is a market leader in its product and it has no
competifof in the market. Based on a market survey it is planning
to discontinue sales on credit and <‘ieliver_, products based on pre-
payments in order to reduce its working capital requirement
substantially. You are required to compute the reduction in

working capital requirement in such a scenario.
NKS-H i
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The information related to XYZ Company Ltd. for the year ended 31* 10

March, 2020 are as follows :

Equity Share Capital of T 100 each T 50 Lakhs

12% Bonds of ¥ 1000 each T 30 Lakhs
Sales | % 84 Lakhs
Fixed Cost (Excluding Interest) ¥ 7.5 Lakhs
Financial Leverage 1.39

Profit — Volume Ratio 25%
Market Price per Equity Share T 200
Income Tax Rate Applicable 30%

You are required to compute the following :
(1) Operating Leverage

(i) Combined Leverage

(iii) Earning per share

(iv) Earning Yield

A Limited and B Limited are identical except for capital structures, A Ltd. 10
has 60 per cent debt and 40 per cent equity, whereas B Ltd. has 20 per cent
debt and- 80 per cent equity. (All percentages are in market-value terms.)
The borrowing rate for both companies is 8 per cent in a no-tax world, and

capital markets are assumed to be perfect.
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(@ () IfX, owns 3 per cent of the equity shares of A Ltd., determine
his return if the Company has net operating income of ¥ 4,50,000

and the overall capitalization rate of the company, (K_) is 18 per cent,

(i) - Calculate the implied required rate of return on equity of A Ltd,
(b) B Ltd. has the same net operating income as A Ltd.

() Calculate the implied required equity return of B Ltd.

(i) Analyse why does it differ from that of A Ltd.

The Capital structyre of PQR Ltd. is as follows :

T | =
10% Debenture 3,00,000
12% Preference Shares 2,50,000
Equity Share (face value ¥ 10 per share) 5,00,000
- 10,50,000
e

Additional Information :
(i) T 100 per debenture redeemable at par has 2% floatation cost & 10

years of maturity. The market price per debenture is ¥ 110.

(ii) ¥ 100 per preference share redeemable at par has 3% floatation cost &
10 years of maturity. The market price per preference share is ¥ 108.

(iii) Equity sharc has ¥ 4 floatation cost and market price per share of T 25.
The next year expected dividend is Z 2 per share with annual growth of
5%. The firm has a practice of paying all canings in the form of
dividends.

(iv) Corporate Income Tax rate is 30%,

Required : ' '

Calculate Weighted Average Cost of Capital (WACC) using market value

weights.
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A company wants to buy a machine, and two different models namely A 10
and B are available. Following further particulars are available : :
Particulars Machine — A | Machine - B
Original Cost () 8,00,000 6,00,000
Estimated Life in years 4 4
Salvage Value (%) 0 0
The company provides depreciation under Straight Line Method. Income
tax rate applicable is 30%.
The present value of ¥ 1 at 12% discounting factor and net profit before
depreciation and tax are as under :
Net Profit Before
Depreciation and tax PV
Year
Machine - A | Machine — B | Factor
L4 L4
1% 2,30,000 1,75,000 0.893
2. 2,40,000 2,60,000 0.797
3. 2,20,000 3,20,000 0.712
4. 5,60,000 1,50,000 0.636
Calculate :
1. NPV (Net Present Value)
2 Discounted pay-back period
3. PI (Proﬁtab‘ility Index)
Suggest : Purchase of which machine is more beneficial under Discounted
pay-back period method, NPV method and PI method.
NKS-H P.T.O.
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6. (a) State four tasks involved to demonstrate the importance of good 4
Financial Management,

(b) Explain Electronic Cash Management System. 4

(¢) Define Internal Rate of Return (IRR)
OR
Explain in brief the following bonds :
(i) Callable Bonds

(ii) Puttable Bonds

NKS-H
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(b)

(c)

(d

9
NKS-H : Marks
SECTION -B Marks : 40
Question No. 7 is compulsory.
Answer any three questions from the rest.

Working notes should form part of the respective answers.

Given the following equations : 3

C=200+0.8Y | |
=1200

Calculate equilibrium level of National Income and the Consumption

Expenditure at equilibrium level of National Income.

Distinguish between ‘direct quote’ and ‘indirect quote’ with reference 2

to express nominal exchange rate between two currencies.
Compute M, supply of money from the following RBI data : 3

(X in Crores)

Currency with public 435656.6

‘Other’ deposits with RBI 1234.2

Saving deposits with post 647.7

office saving banks

Net time deposits with the | 514834.3

banking system

Demand deposits with banks. | 274254.9

Explain the Transactions Motive for holding cash. 2
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(a) Calculate GNP at market price from the following data using Value
Added Method.

(X in Crores)
Government Transfer Payments 1800
Value of output in Primary Sector 1500 |
Value of output in Secondary Sector 2700
Value of output in Tertiary Sector 2100
Net factor income from Abroad (-) 60 |-
Intermediate Consumption in Primary Sector 750
Intermediate Consumption in Secondary Sector 1200
Intermediate Consumption in Tertiary Sector 900

(b) @)
(i)
(@ @@

Distinguish between Cash Reserve Ratio (CRR) and Statutory
Liquidity Ratio (SLR).

What do you mean by “Crowding Out” in relation to fiscal policy ?

Compute GDP at market price and Mixed Income of Self:
Employed from the data given below :

(R in Crores)

Compensation of Employees 810
Depreciation ' 26
Rent, Interest and Profit 453
NDP at factor cost 1450
Subsidies 18
Net factor Income from Abroad (-) 17
Indirect taxes. 57

NKS-H
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(i) Due to Recession in an economy, Government expenditure
increases by I 6 billion. If Marginal Propensity to Consume

(MPC) in the economy is 0.8, compute the increase in GDP.

(b) (i) Describe the advantages of Floating Excha{nge Rate.

(1) Discuss the role of ‘Market Stabilization Scheme’

economy.

10. (a) (i) Describe the allocation instruments available to the Government

to influence resource allocation in an economy.

(i) Explain the concept of ‘Money Multiplier’.

(b) (i) Calculate the Fiscal Deficit and Primary Deficit from the data

given below :

(% in Crores)

Total _Expenditure on Revenue

Account and Capital Account 547.62
Revenue Receipts ~226.82
Non-debt Capital Receipts 103.00
Interest Payments 84.00

(ii) Describe the purposes of Trade Barriers in international trade.

NKS-H
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You are given the following information :
Good M India | Japan | China

(Mobile Phones) (in$) | (in%) | (in9)
Average Cost 70.5 69.4 70.9
Price per wunit for| 71.2 71.10 70.9
domestic sales
Price charged in| 71.9 70.6 70.6
Dubai

(A) Which of the three exporters are engaged in anti-

competitive act in the international market while pricing its

export of mobile phones to Dubai ?

(B) What would be the effect of such pricing on domestic

producers of mobile phones ?

Marks

(ii) Explain the significance of public debt as an instrument of fiscal

(b) (i)

policy.

Describe the benefits and costs of FDI to the host cduntry. ‘

(if) Explain the concept of ‘private cost’.

OR

What do you mean by ‘Reserve Money’ ?
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(Hindi Version)

37 g Biee foai famdt wrem g1 8, Wi 9 ST hadt SISt A A E |
Tz wiemefl fem 5= mem A8 g g, afg Ry A S e 7, a1 ok gt v fer ma

TR <1 HeATeh &l g1 |
-3 Marks : 60
T AT 1 HREE R |
319wt et 3 & fobet AT el 3 IR A |
1 et (Working Notes) TR 3 977 €19 =10 |
Marks
1. (2) F=fafes g i= fed ™ fagr ot i S
(i) SHar A g :22,00,000
(i) FATRE@HF @RI HafFI TG~ 0.75
(iii) et TEafer T AT : 27
(iv) By 3T . 8
(v) SUrRft EfE & @it f e W e o 0.60
(vi) o] IR %1 e SRS & STIT 040
T 1€ S HEH! BT 31 HTE, 2020 W g
IR T ?) gt | afR)
o g 2,00,000 | Tt weaferat 2
FEEARIERAIR R ER) 7| e e
1] qTRrea (3) ? @Y ?
g ?
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(b) Ul ferfies @ fraforfan g =t T &

(©)

TN o foTu 3g oy T 30,00,000
12% A 379 gsft % 1,00,00,000
HAT 3 GSH (T T 10 T 379) € 60,00,000
faforrm w anafies wema @ 22 gfcsra
AT Y3t = AT 18 e
YR AT 75 SfaeTa
frmfifed & W @ o7 1 SR o 7 HIR -
(1) TTTEA HTSH (2) ATet Aigd

T IREISET H % 3,00,000 s TR Fa 1 smavasar # |

Marks

trﬁakwwim%%qmﬁﬁﬁawwﬁfﬁmﬁéﬁ% |

SiRew go & 7 e

ﬁm;ﬁmwa%

T o T O e ﬁ%ﬂmﬂ o

2

1. 1,00,000 0.90
2 1,50,000 0.80
3, 1,15,000 0.60

4 1,00,000 0.55
5. 50,000 ©0.50

7 SferRTd W FHE qod 9eh

9 1 2 3 4 5

T:ﬁ'l:l‘l:['lﬁlqz‘eﬁ 0.935 0.873 0.816 | 0.763 0.713

SR T AT T, | =T TREISHT 3 FafRinT emveres &rm ¢
NKS-H
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(d) 31 A, 2020 H TG 99 6 forw wAC fafaee frefafed gm0 s
TS ST 2
et wrft e ety 45 fea
anmwmam‘ﬁ 20 fe
Fifem whey wugw Sraty 25 feq

U7 S AT 30 fed
THER AW Safr 60 e
aﬁmtrﬁmmm % 25,00,000
(3 & T 2,50,000 &)
qmaﬁﬁ%oﬁ##ﬁl
3TTeh! TTUMT T @ ¢

(i) IHRETE 6 STt

(i) T a9 H IR Tohi hl HEAT. ’

(iif) T SR T FHH ! HRIRA Yoit 1 AEwIHAT

(iv) FP O IcAE H TR H IOl R T $EehT g gfeeqedt oft
T 2 | OOR T ¥ SR W FE o wEse o @
STEYIHAT ! HH HH 7 YR T Tosha 1 9 B @ PIaH
mmm@éﬁﬁﬁwwr@%lwmﬁm

HTITTA Yoit hl STTERIHAT H HHY <hl TTUHT AT 8 |
NKS-H P.T.O.
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2. 31 W 2020 W FHTG 9§ & U wwerdSe werh faftee @ iR 10

% 100 T STt SHaT 3791 doft % 50 AE
T 1000 T3 9Tt 12 Tfersra v T30 g

fosrm % 84 1@

TR AT (ST ) 7.5

[ERIEEHINED 1.39

AT -HTAT 31T 25 Hferra
i AT S SR e % 200

A H AL AT 30 wferema

Jmeh! FrferRea < o e R

(i) TN I

(i) Haw e

(iii) ST 3 IS

(iv) 3T IAM (vield)

3. & fafee ok 7 fafive ¢ semsli Sl oo anm € 1 T RifRE & 10
60 SferTal KT 3 40 Wirera Twen goht 8, % = fafiee # 20 vl
3 80 Sforra Fwan doft (sferdht) 2 1 (woft e TR e 6 e 1 §)
QHt et o fore 3uR R 1 @ 8 wfer, et w A & aur doft aew
1 Ul AT ST R | |
NKS-H
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(@ () M = 7 fafee % auar v 4 4 3 wfiwa o w@e &, A
Iah gear w1 Frator Hifv 3 s B g wReEer

% 4,50,000 2 3R Hro} hY et Goilentor 2T (K ,) 18 TR 2 |

(i) 3 ferfires i wwan $oft w e e s 61 o B |

(b) = faAfies i g wherer smm s e Faam 2 |
() & fafies & wmar Ioit w fifea v e 6 o S |
(i) forwervor il 6 78 &1 forfiee F aweh A R i 2 2

oA ferfiee &t goft s e yem 2
T
10% 09 3,00,000
12% AR 37 2,50,000
O M (3 10 Nfer 3w 3ifeha qo ) 5,00,000
10,50,000
mw 3

() ¥ 100 AT W GEF W W KO- I T (FAEH) T 2
ST e aieerEaT arafy 10 3 ] | T SHo-v SR geE € 110 % |
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(ii) ¥ 100 AT §H oI W N A 3 HY A (FARA) AT 3
giersTa qe aiteadr 3@fd 10 99 & | I ST 319 99K 464 T 108

3

(iil) GHAT 3T T T 4 A (FALIA) AT G T 25 I I TR e
| 5 S anives gig & Ty st o w1 srfdra wmrw 2 2 S afw
3 | Tft TSHT T T H U T YA HA hl BH 1 W E R |

(iv) T et i e 30 wiewa 2 |

arufar

TSR T 31 TR & 5T YSit 31 WG 3TEd ARTa shi IO i |

5, ThHhHEH T WA F FE FAI IR aaT A I A9 H a = aigad 10

(18)

NKS-H

ITeey ¢ | Fafeiaa sifafem e sueeg & @

forre wR | mET
TR (Yet) AT () | 8,00,000 | 6,00,000
FFAT e w1 & 4 4
foreereer W (9] 0 0

mﬁw%@q@%ﬁwmﬁﬁ%lwmAmﬁasom

2
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129‘%3133@'%%“@?%3@?@681%3@?@@%{@
oy e TR E

WAUFHAEGE R YG AN | T |
T | e e ENEE oA
z 4 Hh

1 2,30,000 1,75,000 | 0.893
2 2,40,000 2,60,000 | 0.797
3. 2,20,000 3,20,000 | 0.712
4, 5,60,000 1,50,000 | 0.636

TOHT HITT :

1. TG a4HH qed

2. WETTE YA ITERAf Jafy

3. ATWGIREhAT HEhih

e e 6 vl e, Y€ TAUE qod Td SgiT 4 HerRr
T gl o T=ia forw mEfi <1 s 3Tftres wve B |

() or=o1 feha oA % qeea i weRfd s A sem e R wE T | 4
(b) TR Uehg SAFHT SIOTTe ohl @oemmgd | ey - 4
(c) 3T Yo g Y wRTie R | - 2
AT
frrferfiaa wivs = w8 # wme
() W wivs
(i) Torsha wfug

NKS-H _ P.T.O.
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i1 -9 Marks : 40
9 G 7 R R |
IS I T B g ofiT 9wt & IR A |
Frfsfre fewafort Sor 61 W it |
(2) T arfietor fedam w 3
C =200+0.8Y
1=1200 °

T 3 T G & G TP A % Tged @ TSI =79
gRepfeTa IR |

(b) < HEI3N & i amEE e @ B o e F gl A s 2
G T ‘AL IO % HEF I §a1sd |

(c) T Reel o % RS & M, T51 %1 et Tiepfora hiferd : 3
FwgdH)
AT % 9T ST 435656.6
Torel & & Urg 3=y S 1234.2
TS T T k1 A THT S 647.7
et < Y[g THI =T 514834.3
& < wit s 274254.9
(d) TH-CH IET 2 T TG hi THETE | 2
NKS-H
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8. (a) ﬁmmﬁw%&wmm@wwwm 5
TR Icarg Y 1o HIRTT |
(X HUg1 7)
TR FEAHTIR YT 1800

sTfieh &5 § Sered 1 qer 1500
feefterss & o Searem w1 gy 2700
A1 &5 H I Bl et 2100
forew @ g e o (-) 60
T & B qeae g 750
e @ A wemefamir | 1200
| Tl &5 H et sqvi 900

®) (@) mﬁﬁagmmcmméémﬁmmaam(sm)ﬁm 3
TSy |
(i) TSR Hfy 5§ g g (Crowding out) I gAY | 2

9. (@ () ﬁnaﬁa@ﬁwgwmwuﬁmqﬁw—mﬁ 3

HorH T 6 BB s o AR . |
) (X FUSHH)
FHAR GTaa 810
ke Skl 26
fortren, =t we Iy 453
HIEA AT W G W] 341G 1450
I 18
forewit & w1 y1g wnew o )17
| 3TTE 57
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(i) T (Recession) % Ul foreft Ireferaeen A gt &9 H 6
fafrem wual Y ghg B 2 | afg Sued <A1 HEid SR (MPC)
0.8 B, s The TR 3G B B ATt gfeg i T KN |

d) (1) e faffma €T (Floating Exchange Rate) % T FaTsY |

(ii) R 3§ SO fRrfiehtor Shiw 1 =1 ANTEH & 7

10. :(a) @) et areferaee § TR Y SUSTsd W1 AHSA I THTT HH

Tl FATeE U FaTsd |
(i) ‘TS IO %1 ST F A |

b) () P TSl § TSHIW =T (Fiscal Deficit) g Tfheh =

(Primary Deficit) 3t 0T hifS :

XS H)
Revenue Account 'QEI Capital Account
R FET 547.62
Fm Wit 226.82
-z fire smfceat 103.00
TS A 84.00

(i) SE SR i SR e (Trade barriers) % e W1 |

NKS-H
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1. (@ () 39 e s Ry

Good M YRd | S 9 | <9
ST HH @) | (in$) (in $)
3itEa T 705 | 694 | 709
o fosf & R wfe | 712 | 7110 | 709
THTS i
g8 | FHma 719 | 70.6 70.6_J

(A) FUERT IR # 3197 W8Sl BT 7 Dubai 3 Bl
$ima Rffeq 0 & 3w @ Fafas § @ 29 ani.

competitive act § HoT § ?

(B) 9 YR %l el ferieer 1 wiamger B % we] Ieaeeh! W

T IHTS U= ?

Marks

(ii) Wﬁﬁ%m%mﬁmﬁ%m%maﬁml 2

(®) () T N F foTd FDI % o TS e by fevawor SR |

(i) St ST (Private Cost) 5t SraeRoT TWamEy |

Y97

Tl qal .(Reserve Money) ﬁ A RIS 7
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