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M.B.A. Semest€r-lV Examination

t'I\A\CIAL DECISION A\ALYSIS (New Course)

Pape r-}lB.4,/.1I0I /CG F

Timc : Three Hours] [Maximum lvlarks : 70

Nore :-(l) Alrempl ALL question\.

(2) Figures to thc right indicate marks.

(3) Annuity tables and scicntific calculator are pemriued.

SECTION-A

l. (a) "The cost-volumc-profit relationships provide management with a simplificd frame*ork
for organising its thinking on a number of problems." Discuss. I.l

OR

(b) "lt is the capital cxpenditure decision that spells the difference between the busincss

success and busincss failure." Discuss this statement with suitable reason. l4

SECTION-ts

2. (a) Explain the various typcs of leasing wilh suitable cxamplcs. 7

(b) A computer centcr has four jobs to be perlbrmed during a shift. Each job undcrgoes

lwo stages of opcration which is fixed. The list of thejob to be processed along with
limc (minutes) tbr eaclr job is givcn belo* :

STAGT]S JOBS

ABCD
I 28 :l 50 t8

tI 49 47 21 36

(i) Find a job sequence to reduoe total time to be takefl for all jobs.

(ii) Find Idle timc if any. '7

OR
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(c) What are the faclors lo be observed *hile making replacement decision ? 1

(d) A {irm is Lrsing machine rvilh ptLrchasc pricc Rs 11.000 and inrlallation charees

Rs 1,600. Nlachinc has scrap valuc ol Rs. 1,600 bccausc company has monopol) of

this type of u'ork the maintenance cost of various ycars is givcn in ibllorving :

\tarl21,1 5 6789

Cost 250 750 1000 1500 2100 2900 ,1000 .1800 6000

Determinc the opti um replacemclt time for the machine. l

i. (a) What are the determinants of dividend polic) ? i

(b) Star l'roduct Ltd. is an established company having ils sharcs quotcd in thc major stock

exchange. Its sharss current markct price after dividend distributiorl at the rale of

2l% p.a. having a paid up sharc capital ofRs. 50 lakhs ofRs. I0 each. Annual grorvth

rare in di!idend erpccted is 396. 
-lhc 

cxpected rate of relum on its equit) capital is

1691. Calculate the lalue per sharc of Star Product Lld. based on dividend grorrth

modcl. -/

OR

lcl E\plajn the assumption and impliralion ol diridend ialuf,rion model. i

(d) Calculate the market price of a sharc oIABC Lrd. undcr \\?ller's fonrula lronr thc

following data :

Earnings pcr share lls- 5

Diridcnd pcr sharc Rs. l

Cost of capital 16%

Internal rate of return on in!'eslment 201f,

Retention ratio 50",1, 7
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SECTION-C

(a) What is business failurc ? What are the reasons of business failure '1 'l

(b) Explain the advantages and dissdvantages of mergcrs and acquisitions, 7

OR

(c) What are the rcasons for merger ? Discuss the steps and lax implication in mergcr.

7

(d) Explain the \'arious f'actors that influence a company's capilal-structure decision. 7

SECTION-D

Irom the following CompaGlive Balance Sheet ol PQR Ltd.. yoLr are required to prepare

l'unds Flow Statement :

BalaDce Sheets

l,irhililies 2t)15 2016 Assets 2015 2t) t6

Share Capilal

I Gcneral Resen'e

Prutit & Loss A/c

I Pr,rr ision for Taxation

SrLnLlry Creditors

Bills Pavahle

90.000

11,000

19,500

16.000

8,000

6,200

1,00,000

18,000

12,000

I7,000

s,400

r,300

I2.000

10.000

17,000

10.000

20,000

6,600

10.000

10,000

16.000

36,000

25,400

22,20A

15.200

11.000

Good*ill

Building

Machinery

Stock

Dcbtors

Cash al Bank

InveslmcntPro\ rsion lbr Douhtlul

Debls 1,900 2.100

1.55.600 l.-i_i.300 1,55,600 1.55.800

Givcn :

(l) Dcpreciation charged on Machinery was Rs. 4.000 and on building Ils. 4.000

(2) lnterim Dividend Paid during 2016 $as Rs. 7.500.

(3) Provision ofRs. 5,000 was made for taxation during 2016.
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