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Answer The following questions: (Five marks Each) (10)
Kavya Co. Ltd. has assets of Rs. 7,90,000 for which funds have raised as follows:
Debentures Rs.1,50,000, Long term loan Rs.1,90,000, Equity shares Rs.3,00,000,
and General Reserve . 1,50,000. The company’s profit after interest and taxes for
the year ending on 31/03/2024 is Rs,27,000. It pays 8% interest on debentures and
8% on Loan and pays 50% tax on its profit. Its equity shares are Rs.200 each and
there are 1000 shares in all, whose market value is Rs. 240. Find out the weighted
average cost of capital of the company.

With the following information, work out the selling price of the product of
Mohan Ltd.

Investment in Fixed Assets.........ccoeeeeeunnnnnes Rs.12,00,000
Investments in Working Capital................. Rs.12,00,000
Budgeted Sales (Units).......c.ccceveeeevieennnnnnns 1,20,000
Fixed CoStS..cooiiiiiiieiieeeeeeeeeeeeeeeeeeeee e Rs.8,00,000

Desired return 30% per annum
Variable cost per unit Rs.5

A Ltd. produces three products, A, B and C.current sales, cost ands elling price (14)
details and processing time requirements are as follows:

Particular A B C

Annual Sales (units) 12000 12000 1500

Selling price Rs. 20 31 39

Unit cost Rs. 18 24 30

Processing time required per unit (Hrs.) 1 1 2
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The firm works at full capacity (27000 processing hours per year), Fixed

manufacturing overheads are absorbed into unit cost by a charge of 200% of

variable. Assuming that:

(1) Processing time can be switched from one product line to another.

(2) The demand at current selling price is

A B

C

15,000 units 10,000 units

4,000 units

(3) The selling prices cannot be altered.
You are required to calculate
(1) Present Profit.

(2) The optimum production plan for the second year and the increase in net profit

are to be shown.

OR
Q.2. From the following particulars, find the most profitable mix and prepare a
statement of profitability of the product mix of Parul Co. Ltd.
Particular A B C
Unit budgeted to be produced and sold 3000 5000 6000
Selling price per unit Rs.50 Rs.60 Rs.70
Direct Material 3Kg 4Kg SKg
Direct Labour 2hrs. 3 hrs. 4 hrs.
Variable Overheads Rs.9 Rs.10 Rs.9
Fixed Overheads Rs.10 Rs.10 Rs.10
Cost of Direct materials per kg Rs.5 Rs.5 Rs.5
Cost of Direct Labour per hours Rs.3 Rs.3 Rs.3
Maximum possible unit for sales 1000 4000 3000

The same direct materials, the same machines, and the same level of workers are used

to produce all three products.

The key factor is direct labour, which is limited to 20,000 hours.

Q.3. Shri Ram manufactures lighter. He sells his products at Rs. 20 each and makes

profit of Rs. 5 on each.

He worked 50% of his machinery capacity at 1,75,000 lighters. The cost of each

lighter is as under:

Direct Material
Direct Labour
Works Overhead
Sales Expenses

Fixed Charges
Direct Labour
Material

Rs.
6
2

5 (50%fixed)
2 (25% variable)
His anticipation for the next year is that the cost will go up as under:

10%
20%
5%

There will not be any change in selling price.
There is an additional order for 70,000 lighters in the next year.
What is the lowest rate he can quote so tha the canearn the same profitas the

current year?
OR
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Q.3. The capital structure of B Ltd. as on31-03-2024 is as follows. (14)

No. Particular Rs.
1. | Equity capital (10,000 equity shares Rs. 1,00,000
2. |Reserve and surplus Rs. 1,00,000
3. [ 14% Debentures of Rs. 100 each Rs. 1,50,000

For the year ending 31-03-2024 the company has paid equity dividend at 20% As

the company is a market leader with good future, dividend is likely to grow by 5%

every year. The equity shares are now traded at Rs.80 per share in the stock exchange.

Income tax rate applicable to the company is 50%.

Required:

(1) The current weighted cost of capital and

(2) TheCompany has plans to raise a further Rs. 1,50,000 by wayof long-term loan
at 16% interest. New market value of equity shares is now traded at Rs. 50 per
share. What will be the New weighted cost of capital of the company.

Q4. Write short notes (Any two) (12)
(1) Discuss: Differential Cost Pricing
(2) Cost of retained earnings
(3) Limiting factors in product pricing
(4) Systematic and unsystematic risk
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