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M.B.A, Scmcstcr IV Examination

FINANCIAL DECISTON ANAI,YSIS
PaPer-MBA/4101/CGli'

Time:Three Hours] [Maximum Marks : 70

\ote :-r I) Ancmpt ALL qucstions.

(2) Figurcs to thc right indicatc full marks.

(3) Annuity tables and scientific calculator is permitted.

SECTION-A

1- (a) "Risk analysis is the essential feature of investment decision maLing process." What
are the major risk lactors ? 14

OR

(b) What is cosFvolume-profit analysis ? Why this study is important lbr m&ugcmcnt
dccision ? Explain. 14

suc'lloN-B
2. (a) Explain various advantages and disadvantages of l-easing. 'l

(b) Per tax expected rate of return of ABC Prt. Company is l2yo lor 5 years. The annual
lease rental [ould be stepped at l0%. Compute the lease rental per Rs. 500. 7

OR

(c) Explain in whar situations the replacement ol an Assel takes place. 7

(d) A hrm is using machine of which purchasc pricc is Rs. 13,000 and lnstallation charges

Rs. 3.600. Machinc has scrap valuc of Rs. 1,600: because compaly has monopol)'
of this qvpe of work the maintenance cost of larious 1'ears is given in follorving table :

Year:123156789
Cost : 250 750 1000 1500 2100 2900 4000 4800 6000

Determjne tl'le optimum replacemenl time for the machine. 7

3. (a) What are the rea-sons of Business failure ? Discuss with suitablc examplcs. 1

(b) Sun Ltd is considering the proposal to acquire Moon Ltd. and their linancial
infomration is giren belou :

Particulars Sun Ltd. Moon Ltd.

Number of Equity Shares 10,00,000 6,00,000

Market Price per share (Rs.) 30 18

Markel Capitalization (Rs.) 3,00,00,000 1,08,00,000

Sun Lid. intend to pay Rs. 1,40,00,000 in cash for Moorl Ltd. If Moon Ltd market
pricc rcflects only its value as a separate entity. Calculate the cost of merger :

(i) When merger is financed by cash.

(ii) When merger is financed by stock. 7

OR
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(d)

Discuss thc various factor; that Jetennine capital slructure decision. 7

Clamcur l,td carned a prorit of Rs. l0 lalihs belbre proliding for inlcrest and tan.

Thc Companl's capital structure is as folkrrvs :

(i) 4.00,000 equitl shares ofRs l0 each and ts market capitalization ratc is 1696.

(ii) 25,000 14o/o rcdeemalrle debentures of Rs. 1i0 each. \bu are required to calculate

the value o1- lirm unLlcr Net Income approach and ovcrall cost of Capilal.
7

-1

SEC'I'IO\-C

(a) Explain various forms of Di,,idt-n,ls. i
(b) Discuss the various lactors deteffnining dividend policy dccision 1

OR

(c) Ilxplain advantatscs and disadvanlirgcs oi (iordon Grou4h model. '1

(d) I)ircuss advantages .1nd ciisadvanttrSes of stabiiit]' of dividends. 1

sn( o\ D

The Balan:e Sheets ofX I td. as on ilst ]larch 2017 and 31st N{arch 2018 $ere as foliorls :

Balance Sheets

L iabilitie,, 2011

(Rs.)

Share Capital

P&l-A/c
General Reserr e

Sundry Creditors

Bills Iayeblo

Outstanding Flxpenses

2011

(Rs.)
f,o18 Asrets
(Rs.)

2018

(R,.)

5.00.000

1.00.00r:)

50.000

30.(r00

7,000

7,00.0

1,60.0

7C.0

2.0(,,t)

.10.0

5.0

1,{)0.000

1.40.000

11.000

16,000

00 Land & I3uilding

00 IF & MachrncN

00 Stock

00 S. I)ebtors

tJO Prepaid Expense

00 | t csh at BanL

.000(r0

80.000 1.20,000

8.00,000

7S 00n

1.50.000

r2,000

18,000

t 8,50.0q!l I.i5,00u

1.63.(r00

lliO..()00 75.(r00

Addilional lnformation :

(a) Rs. 50.000 deplccialion has bcer. charged to plant and machinery during the year
2018.

(b) A p:ecc of machrnerl \\',rs sold lar Rs. 8.000 during 2018. It had cost Rs. 12.000,
clcprecialion of Rs. 7.000 has bccn ptovidcd on it.

Prcpare cash flo\1' slatement lrom rhc abore .lctails. 14

A
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