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ENGLISH VERSION

Instructions:
(1)  The figure to the right indicates the full marks of the question.

Q-1 Answer the following question. (10)

(1) A company has purchased a machine worth Rs. 25 lakh. On which it
pays 12% annual interest to the bank. And a depreciation of Rs. 250000
per year is calculated on it. A company manufactures two items A and B.
Each of which has a variable cost of 100 and 50 and a selling price of 200
and 70, both producing and selling 10,000 and 20,000 units respectively.
Other fixed costs are Rs. 200000 per annum The managers are thinking
of stopping the production of B as it cause losses. You give appropriate
advice to managers

(2) A mining Company's gold reserves are being depleted and its costs of
recovering a declining quantity of gold are being risen each year. As a
sequel to it, the company's earnings and dividends are declining at a rate
of 12% per annum. If the previous year's dividend was Rs.16 and the
required rate of return is 20% what would be the current price of the
equity share of the company?

Q-2 From the following particulars, find the most profitable product mix and
prepare a statement of the profitability of that product mix. (14)
Particulars Product 'A" | Product 'B' | Product 'C
Units budgeted to be produced 5,000 8,000 3.000
and sold
Selling price per unit Rs. 200 Rs. 180 Rs. 160
Requirement per unit
Direct Materials 5kg 3 kg 4kg
Direct labour 5 hrs 4 hrs 3 hrs
Variable overheads Rs 24 Rs 30 Rs 20
Fixed overheads Rs 28 Rs28 Rs28
Cost of Direct materials Rs. 16 Rs. 16 Rs. 16
per kg.
Direct Labour Hour Rate Rs. 8 Rs. 8 Rs. 8
Maximum possible units of 6,000 10,000 4,000
sales

The selling Commission is 10% on sales.

All three products are produced from the same direct material using the
same type of machines and labour.

326
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The supply of raw material which is imported is limited to 61,000 kg. for

the budget period.

Assume, in the above situation, if an additional 10,000 kg of raw material
is made available for production, should the company go in for further
production if it will result in additional fixed overheads of Rs 8,000 and

30% increase in the rates per hour for labour and variable overheads?

OR
Q-2

The board of directors of Hema Limited manufacturing three products

A, B and C, have asked for advice on the production mixture of the

company.

You are required to prepare a statement of the most profitable mixture
of the products to be made and sold. The statement should show :

(i)

The profits expected on the current budgeted production and

(11) The profit which could be expected if the most profitable

mixture was produced.

The following information is available to you

(1) Data for standard cost per unit:

Product  Product  Product
A B C
Direct materials (Rs.) 36 105 75
Variable overheads (Rs.) 12 9 15
Direct labour :
Department  Rate per Hour Hours Hours Hours
(Rs.)
1 1.80 30 20 35
2 2.25 10 12 20
3 2.10 20 10 30
(2) Data from the current Budget:
Product A | Product B | Product C
Production per year (units) 45,000 30,000 36,000
Selling price per unit (Rs.) 240 270 300
Fixed overheads per year
Rs. 18,71,500
Forecast by sales director of
Maximum possible sales for the| 54,000 36,000 45,000

Year 2022 (in units)
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However, the type of labour required by department 2 (two) is in
short supply and it is not possible to increase the manpower of this

department beyond its present level.

Q-3 The capital structure of Rudra Company Limited as on 31st March 2022
is as follows : (14)
Particulars Rs.
Equity capital (1000 lakhs equity shares Rs.10 each) |100 crores
Reserves 20 crores
14% debentures of 100 each 30 crores

For the year ended 31-3-2022 the company has paid an equity dividend of
20%. As the company is a market leader with a good future, the dividend
is likely to grow by 5% every year. The equity shares are now traded at
Rs. 80 per share on the stock exchange. The income tax rate applicable to

the company is 50%.
Do you calculate,

(1)  The current weighted cost of capital

(11) The company has plans to raise a further Rs. 50 crores by way of
a long-term loan at 16% interest, when this takes place the market
value of the equity shares is expected to fall to Rs. 50 per share. What
will be the new weighted average cost of capital of the company?

OR

Q-3 (A) A small-scale manufacturer produces an article at the operated capacity
of 32,000 units while the normal capacity of this plant is 48,000 units.
Working at a profit margin of 20% on sales realization he has formulated

his budget as under: (08)
Units 32,000 48,000
Sales Realization 40,00,000 60,00,000
Variable overheads 8,00,000 12,00,000
Semi-variable overheads 6,00,000 7,60,000
Fixed overheads 8,40,000 8,40,000

He gets an order, for a quantity equivalent to 25% of the operated capacity
and even on this additional production profit margin is desired at the same
percentage on sales Realization as for production to operated capacity.

Assuming prime cost is constant per unit of production, what should be
the minimum price to realise this objective?
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(B)

(D
2
3)
)

(1)

2)

Foxconn Ltd issued 10%, 2,00,000 Redeemable preference shares

of Rs 10 each. These shares are to be redeemed at a premium of
10% at the end of 10 years.
The company incurred the following expenses:-
(1)  Underwriting commission 2 % %
(i) Brokerage > %
(111) Printing and other expenses  Rs. 1,40,000
Determine the cost of preference Shares.
Following figures have been taken from the books of Suzlon Ltd:

Expected rate of dividend at the growth rate of 9%  Rs. 12

The market value of Equity share Rs. 200
Personal Income tax rate 30%
Brokerage on new investments 2%

Calculate the cost of retained earnings.

Short note. (Any Two)
Opportunity cost

Importance of cost of capital

Affected factors on pricing policy

Investment return and risk
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