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Answer any five questions from the given below ten questions. All the questions will
carry equal marks.
Q.1. Your company had the following earnings in last year:
Profit before tax Rs.24.46 lakhs
Tax rate 60%
Proposed dividend 20%
Capital of the company is 9% Preference shares Rs.10 lakhs
Equity Shares: 30,000 Shares of Rs.100 each Rs.30 lakhs
Reserve in the beginning of the year Rs.22 lakhs
From the above, compute (for equity shares):

i) Earnings per share

i1) Book value per share

i) Earnings yield ratio

iv) Price earnings ratio

V) Dividend payment ratio

The current market price of the equity share is Rs.200.

Q.2. Quantity Products Ltd. manufactures and markets a single product. The following
data are available:

Per unit Rs.

Materials 16
Conversion cost (variable) 12
Dealers’s margin (10% of sale) 4
Selling Price 40

Fixed Cost Rs.5 lakhs



Present sales 90,000 units

Capacity utilization 60%

There is stiff competition. Extra efforts are necessary to sell. Suggestions have been made

for increasing sales :
a) By reducing sales price by 5%.
b) By increasing dealers’ margin by 25% of the existing rate.

Which of the two suggestions you would recommend if the company desires to maintain

the present profit? Give reasons.

Q.3. The following are the summarized balance sheets of X Ltd., on 31* Dec., 2001 and

31% Dec. 2002:

[ Liabilities | 2001 2002 Assets 2001 2002
Rs. Rs. Rs. Rs.
Share Capital | 6,00,000 | 8,00,000 | Plant & Machinery (at | 4,00,000 | 6,45,000
cost)
Debentures | 2,00,000 | 3,00,000 Land & Building (at 3,00,000 | 4,00,000
cost)
Profit & Loss | 1,25,000 | 2.50,000 | Stock 3,00,000 | 3,50,000
Alc.
Creditors 1,15,000 90,000 Bank "1 20,000 40,000
Provisions 6,000 3,000 Preliminary Expenses 7,000 6,000
for bad and
doubtful
debts
Provision for Debtors 69,000 61,000
Depreciation:
1.0n Land &
Building 20,000 24,000
2.0nPlant & | 30,000 35,000
machinery
10.96.000 | 15.02.000 10,96,000 | 15.02.000

Additional Information:

i) During the year a part of machinery costing Rs.70,000 (accumulated depreciation

thereon Rs.2.000) was sold for Rs.6,000.
















