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1.2 uR=d
faciia ys=em A wfa, &= 9on SgIw@

(Nature, Scope and Objective of Financial Management)

TS GIRT 39 SES HISA § WT4: & YHR DI harg waanfed
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e gl & g 89 S 9avd fsharetl & aftafera
B & RO Ucaer AT TR B 9§ 99 B FerHdl 2l & O
AS, PUS, ABH B IRl 3nf |

e fopanell & SIRRia YW—UTs, @ 3= |HIoih g
IoHfs Bt a1 |fffora fasar S wadr &

WY &9 5 TR BT ATHR PR & MRAAT IR TN B
STt iR BT e SEaT T RS R 99 &Y S ¥ |
a1 &9 |dveM faw (Finance), 99 (Money), @1 JTI3IHAT TSl &
fora &9 Yol (Capital) e R |

- o R el W B e &g ST & wa A o, A
RTelt 1 savaer 8 & SR FER R o o wed B
ware 3q faw & arawasar B 2 | o faw S s/ o @l
ye & iy yewue Geerar © | e @ ford fat 7ra o €
T & ATaeHdl 2, 98 o Pl A U B iR ST G
4 fow vy H a1 s, fAcliy yewve @1 $1 U @ SarR
oM Ued B g Jour & Iewd AWEaH @M (Profit
maximization) 35T BT BT 8| 37cT: MABTH T BT IS Qv
yHR A fan o wadr & | 1. T a%g B I3 98T IRl 9]

B el § AR 2 fAfia g% & SATET ANTd "SR

3T WA TS A W FH A IR D A 5 Y |
faia gawm &1 7qE I M T a9 @) uRae i B
ANferaH HRAT BT 8 | IRt @ HReT 89 W fdden W faeR
& TR W | W6 DI QDT Th FaTord PR 8 TN [dded
Il g B S AT TR, TAT TAE! T I D A
AT ST & A DI B [Far ST S g |

1.3 facha ge=a faaramr

faﬁﬁuma%ﬂwffféﬁﬁrﬁmmaﬂﬁfaﬂwmaﬁ
f T € | Biaua g™ REREE (Traditional) fFaRERT & A9H




gl g a g RgEl 3 amfe Wed ¥ Ry uyewm @
ufenf¥a fear 81 |

URAERRFTA {9™R 9RT (Traditional thought)-IRARTTA faame
N & ra i Ues & WE o1 ‘SIS & Farer
(Procurement of funds) & WA AT ST 2 | 59 =wia goit
fdd & |rEl, HRImTa Eal, Taferd e (Curremt Practices)
& Y B Y@ <1 O 2 | 39 R & wneds fger §

IE, TErfle, g0uwo He, TouHo S, Wossyp Avedad, gvs

os faforaw anfe e o fAweh gwteh 6 1897 W 1950 & 4l
@ qu 7 USRI g8 | -

agfis fEREURT (Modern thought) s framert &
F7ef® g e ye=M @ 3t ISt &Y gl (Procurement

offundé) @ T RS BIEI P YA (Use of funds) BT A IMasas
A 8 | 39 faameT & IR sl yew amafye yewe @

S 3T 9 T ¥ | HaET B WaTer Ua ok v fRvenor §

facig wevas o1 w1 i gfdea 8 gat g
TRTT U9 e faamarmen § R

(Difference between Traditional and Modern Approaches)

TR RERTTG e e faaremr

1. &7 oIS ol Hgfaa ff | Rvewones @ amds
2. g a1 &0 T B | FaRq o FafRa sl
¥ Horar
3. fonfam | fofas & wfteg e 81| Fofas & aftha e

4. Hreq B forg et & PN P TTRT D T T

TR HIAT R Iagr YiARed A
5. 3R | fAufa & amuR sk | dehhe favemor ot amgfe
ER GRS CE fafdrai &1 wa
6. Pl | dXfprelE, PN B yEA | PRI ol wewE @
R S T FABTA, BN B Ja=T TR

e |

fordta sy & wpfly, @
W@ Ry
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1.4 Tt ye==r &1 R\
g foet foRS g & T uRMTTg FrefiRed

1.  BI9S U4 SUcH (Haward and Upton) faciia ya=r & amerg
e da s erit @1 faw e R o] R 8

2. O udl BT (J.L.Massie) AT Ug UH a9 &l I8
HATeHIHS Ufihar § 1 §Erel waredl & foy erawas O a1
O] PR oI FDT JHTIRITAl @1 | SUART B &g Sckard!
BT 8|

3.  Tag¥9 9 R¥er (Bierman and Smith) Aaciia ya=r ol &
Gl &1 fufRer &9 qor SES STaETad ST B AF @io
arelt fafy 2

4 9% U9 Wz @ I § fAchy vy sy Aofae
I a8 Ufhar & O AfdaTd ATFE] Ud SUshH @ el & Aeg Hel
Zerfud &l B |

IRIGd gRATIR 1 W & [ adam v9g § faaiy gaw
M @ A DI DI T DY & A1 Y [areH, FHofg,
warew, o didl @ FHuRer va sFaead ga 9 aiedr gde
TrafRd 2 |

1.5 W&l (Nature)

URFERITT U4 I fAaRuRiell @ MER R A uas
B ypf vd faewareit o1 7 geR W Ta fdar o wa © —

1. ®=a ygfd (Centralised Nature) - e ya=ee &
arrte fawire wawem €1 U & 8, ot wapfa wargead el € |
g Sienfire ygwr & fauurs g Scures bral @ &9 fddb-iad
& HBel B A & g facd d1d 1 fRehidre awig el
BT ¥ | a3 & 3 afdadl & Fen i T AR wad |
#f fae @ w9 P B Refy ddae gRr @




U B ST Fh B

2 ~ fAuiE 3§ Wera® (Helpful in Decision Making) — 3
e # fawiiy vewem, wated wem ) v o # werdr ggerd
& | 31T aTee YEEE B HeIdl fAwiid g9 S HEd Arie
¥ & 9™ Bl § |

3. @Eufi® 9999 (Business Coordination) — =
e TRIARR 3 TE g A o1 o i @ g @
far s 81 A= el & 7o ¥vag wifia &= &
AT ARG (Business costs) P Sfad sl # dfer wabd € |
T P GRT SUAE A Bl e amde (Optimum
allocation) T BT SUART ™G B Febal &1 -

4. o/ Freafa &1 99% (Measure of Performalice) -
forelt o wre @ P e o1 A & e & A @ & R
wad & | i fofae o gare Aif Pefkon SR & 9 o
ARl W TedT 2 | e s fofas ema @ wmEm qen
TS SReA, Q1 el B THIfAT HRa & | T 9 H1 BRe
ERI AHfRe U F G B g B Feifa frar s 21

5. favdvoners gd Sue W9HY (Analytical and Wider
form) — WARFTA fIciia yewer favra sy qerm sraoRom 9 URd
el & s oY aRRRIfY R # &1 qo ant @ e awd
degou Fofaa g™ SiRew @t A Y &9 fRar W waar 8
ol vewM &1 ad9e WHY fIveNueId (Analytical) & A &
TS (Descriptive)!

6. 4Had yumaf® fHar (Continuous Administrative
Function) — fOci Ue89 @ URARG W@WHU ¥ Ay va=™ &1
H DN P AR (Procurement of funds) T HIFT oI, FTST B
RIGAT & RS =R07 F aperar Gre, @ w9a ¥ € sy yae

o o o e,
w 1Y
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Y T ftvT <ed o | frg A T R e a
TP gad Wemae Uihar 81 W e @ RO W AN
_ﬁw,mwwawa@m%l

16 facig ys=g &1 83 (Scope of Financial
Management)

o 6 B9 @ W g R g © [ A geeeE @l
areRe R @ sl Rcla yawe o1 orf daa R
U] &1 FaRAT (Procurement of funds) T & WAT o7 by
Redier e 1 RreRerr 3 aReH T GRATGH & < &) R
Fa & 8 % A e TR g ¥ | o R wae a
TR D WA ST P B WG g0 SUIT (Effective
Utilisation) B *! ScaRardl 81T 2 | 31fd qadH g7 § fawig e
T FYEer # (Process of Decision making) ¥ B ssdIgdes
s T B | ey det 7 Ricia wewmm &1 & fefaltea st
qd Ber g2 B

1. facilm fraiss § ws™a (Assistance in Financial
Planning) — & T # fawia yeweq o ffe fawia e
% &= ¥ el 8 | 39 S=ITd $gagdl, Ao, Ud Hrifafar @
fopar <mar &1

2. faca wiftq @) =uawern (Procurement of Funds) — facia
YR BT THE BRI WTeA B IR Yol i @ e faf
Adt § AT HAe 3 SR Yol B AT BT Bl &1
3. faw @1 &1 y2mrasT (Administration of Finance Function)
— e awTia Rcyes g R R @ safdem w
TG, PITIE (Treasurer) TRIT f345@ (Controller) @ i, STRIwl
T SferPRY BT FuRer T SR Gt & Y- P R B
SR 2 |



faciia werg wwafeadl & wira of SUERT od geee 3g o
SaRerll Bl 71 R Wl (Fixed Assets) & a0 Tl
facia vegell W SRk wwet & arr—arr 9o wefaal (Current
assets) @ GG 3Myfd GRARET ww N fiwia ugwm @
Fr &3 A wftafora gran 2

facia fz=or facia gemes @1 ugs 3 & | i yew

gN iy fg=or & aregw 9 & araafis el 9 ofif (@l
wmﬁ)ﬁmﬂaﬁﬁélﬁﬁuﬁaﬂaﬁwﬁg
far < | B

4.  9g 99 BT A1GcH (Allocation of Net Profit) — amifsr
<ifer w1 freRor fawiia yere &1 o o BT 81 g8 o @
PN & WY 7 AF (Retain) forar i, et wART W16+ & faam,
W T4 s 3 gy o T o 9 | g9 ol a7 en
m@sﬁ%mﬁ?mﬁrﬁwwm%mﬁwmmm
& AR AR DI RSBl & 7y fpom o ol o € a
epTel ¥ ST B AR g N Iy @rie @ fieg dred @
faer a5t wrdY Araell 1 franfvaa w8t e o\, qen "
FTcl § HISH B! AHgHal TIRAT 8 |l 7 | 39 [uda Iy
foca yeus R ol a1 A © @ 9ET @ wfcenRa
(Retained) el & | Y 3¥M &1 AR YU =T HH & Wl & |
RO ¥y s # goll HIEYT 1 BISTE 3 Wbl & 31 <Al
$m#ﬁmwaﬂqﬁmmwzﬁrwmw
3ie & SR Y& WIfAT 81 B |

5. fa®m™ 9 fawR (Expansion and Extension) — fawia
TR Wod @ A1l fae, vd iR 2 4 Sarerdl 8 7|
wWred @ e vd R g sfiRed goff @ @rma, Wi,

forfrar wam <t Sl &
T 1T
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for=or, e, Ud 3 WR gsH dral yaTEt &1 favemer o fawiy
g B aF ¥ aftafea ger 2

17 fach@ g7 1 S (Objects of Financial
Management)

e S R T (e, BRI, Hh) o aif v
HiTe & WoleM 9 8 arel ol @Y Jdad dRer gl &
i ve=g &1 wfie SSevd SudE WRRG, AFGIY Td Hifde
ARAET BT BT, [T, T§ Pagd SR WS T B

IBaH HIAT BT B | WG @ d@l (5 m's-men, machine,

material, money, market) 5 #¥, AUl Yol @ IOIR @l
Suder, O @ Argq 9 & 99 -8 9o o) ok Rci
UgRE B R g4 Suael WAT ArFl 1 Jaas el & amR
R el qde U S AREHaH o Bl TR DI I
Eaglicliiag

I dR W faia gewE & et e i arfafes
facdra fAofes o usa B

1. IS &1 IUANT Hef fhar Wrg iR a1 A # fvar s i
2. INRSD B AT B Y H fhat gl #1 gar fear
ST, 3R e iRl @Y 2T @ waE g WA (Retained)
& foran o |

3 PN B FIRN U4 3ig Per A B WA AR fha waw H
™ W |

IR G B TARE BH B g wd Rfvanr By &
ufafife o & | 9mrg dR W) g8 Wiga @2 § 6 e ff v
&1 facdra Sgawy At o1 St aRfw BeaTT “Maximization
of owner's economic welfare” BT F1RRT | o ey usem &1
T TV IS o I B JRBTADBRT (Profit maximization)

| RN GSH @) ATl BT SRIaEIBRT (Wealth maximization)



RS AfID! BT AfHH MH Hearr BT B B

1. ¥ ARSETNHIT (Profit maximization) — Ta: fH
A il frarpay @1 o1 SqRTy IS B © | ARG B
WA @ RO & e ¥ iR we B B Al R
Bl & | IRa H A9 §RT GRS B W arent e o anfdfe
ﬁﬂﬁm Igaeg SUAITAT &1 IfAHAHDERT (Utility maximization)
BT &1 SUAfiar BT AN o @ ®U H aRe gH Afean
AT, 3N ST (maximum socio, economic welfare) HTa
IR AP & | 3 R ye= o S e fsaraaral # agwrh
BT 91T, oY E e & ol B Aiftiwa fbar o we |

faci yawoq @ & ¥ JIfPHas aTd @Y TR B qF
ol = Tl P IR R 3/ - I A9 B |

11 IMWBTH oW G & JIRHAH aHiTd a9 @ W
Had & | B f B g1 Scuredar A aifiglg e urd B9 dret
ARHTH oM | ARHIH arire e o Ren, I9TR,
A, fifdear anfe e 5 1 " 21 |

12 3@ ™ ifTa & & aron fAvkas ufsar # wafag
Bl & | vt ot alifire dreT @t TSt are R R e
2| sy vl o ariear 1q el oM @ e
W fiR B 21

13 IRGTH WS B Sqeed & & e D1 fenaH 9
FITT ST PR AT |
14 o o JgERoT B A IS § e ufoRgEt B 5
T B | W ufoRat STy AT B URA JaeEd Bl 8 |
AT — ARFAH G H R AT AERD
B WX M MG B D I8 o | olaral TEF WA @l
garedan 2 | forg TATSTaTS) SaRerr | Arfid ™ (Social Profit)
& Ayl ©IF 2| 9ig RERs el ¥4t W A PEr ® b
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13



B.COM-504/14
14 |

“guiiaTe SR © Youicrll BT 3R WM’ & & Bl 3cargfiiep
fraR gRT ARHTH A D W W SR W A1 IheTH ™
(Reasonable profit) & fGT<T P AFRICT UK $Hl & |

THeT AfreaHiaRvT (Wealth maximization) — i
TaE T JAYFheaH SEae I HfEBaHIdRYT (Profit maximization)
@ faRad o= JRHTHHEROT (Wealth Maximization) 4t 8 | BH §
ura: g% vy w181 8) uran & a8 sroudtel H B arel @iRa
D IR & < AT QY Bret A B drel QIR YHf b i DI T

TR o PRI TR Y| IR URfa & ol Bl 9T A B

BH o GEfedal Y BT HRAT IS BT |

T 39 QRN B IR fAcha yeweres 1 BH & ford
Q& Hral BT wETRT PRAT ALY, R B Y wwfeeal o1 gor
U9 gfeg 81| awfed o1 31ftes A ¥ M M R o 3 g I
¥ gfy BN 7| sl wewm & w9e %1 & fisaw ST &g
T ¥ e Rded 8N W S Riaed o1 = @ sfa e
o aifd Yg Hod B ol 1 9% | o B Rl o1 gg
TR Hod ST B W YT A Hhel AR H | Gefg ol
3 fafrafra smfRrs ot @t ge 9 W &1 e | G w9
&9 39 fvTaa uRga o) add 8-

NPV=GPV-C

NPV = Net Present Value (& a1 )

GPV = Gross Present Value (& o9 He4)

C= Opening Costof Investment (RIFT &t amRfR% @)
T SATer B RO e A P A o I H D
B W @ I8 AT O 9adn @ f i o wet| & e
7o # aifigfg g8 81 Y I0HT Y B gARAs g Bl 319
s & Jou # gfg den g «WE 95 & RUHd 81 @l
MY T @ g | B | BT B |




I B HOH @WHU § YOl THAERT Bl U AR
379 @1 e BT B, T You BT SN AT 3% B SR el
GRS |

sl B TR qeu ¥ gy F A el & g ¥ ofy
T 32 < SR Hed & Y P e Wl B el F S
2 | age: i gewer &7y Sgavd & & HHaT ieRal
% ai% B IR e P SHRHTH B B TR | Rbv G Sie
aiRAl & fRdl & WA F B TR-T F A S I
g gell @ fdl & N &9 § geR qgad A @
IRl ¥R (Optimum level of business operation) CRILEEICE]
AR |

1.8 IR

fat e &1 MR W™ 2, fIs @ opima § 71 g @
T fbar wrfee € P Wehd | faT e # v e
Aferet @ T § | I & &9 angafe a4t § Il &1 yaly
A & | OOl wsq Sgem 9w @ §fa awar 21 srafd ol &H
e @ 0 & wu A Ul ¥ o v Rl s arer S A
fafas @1 Sgevd gftea gl g1 Gl @1 e, e o
o7 & Yol Ud fawiR 2 U=F 3Maead 81l & | Faa &
3if~H IGeTT A BT JRHTHIHRTT BTl &, 3 FIo9 & 3o
I B Wiy = fad @1 Guead Ye Jrcdravdd g |

i ygnE & 83 ¥ ) UBR & AR yaferd § | wERnT,

e S dadt Bt @ GUgY de AT 2 59 B syt
fareRT # PNl & YUY P GrRI BN DT FAT W A gews
g 5 9 &g ReR @ R @ §) |
19 Wgw@yui U

1. facia w1 & o a1 wWs 87
2. faig ggg @ yRaRe faararT vd 3mgfae faamerT |

fft s it S, @
W Ry
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IR T HIFAY |

3. M ARHTHIERYT Ud RIET SiffiaHiaRer | 87

4. Iy yem WD YER T U W B §9 S UR AT
foram gee BT |

5 i e 3g R R OREST @ sTewE@dr I
TEGH P © 91 eI, Ife o ar R Al T8 A /i A

1.10 3T YA

1. i @ feew A wffad Rear o wwr 22

- S lniroduction to business finance & &S PI &7

3. fawiiy vy fas= awerar e &7

4. focia v o1 siftw o @ =ian 87

5. facia yemm @1 Aol o usa 27

111 I b Y9 & I

1. o faw, fon @, aaie fac

2. TS SueA

3. fem= g oem SF

4. A ARBTRBROT G SHEBTABRYT, AHANSTS < BT ife

5. fafvam faota, yem faofg, amter ek



g@ls— 2 fac@ 1 ( Finance Function)
THIE DI GG
21 I3
22 Re
23 o o1l 9 upfa vd e

231 URARE fARRRT

232 amgfi RrERERT

233 YUIRITT U9 AYfAe Ay 7 of
24 fowd o o1 |eH |

241 fo afify

242 DINTEYE

243 fic Prisa

25 VR WRH

26 oY I ge

27 AR

21 9%QH

39 SIS D FUT BT G AUS! et dd & aRRE
R & | i e A TRy vd e @ www § yefee fare
i G SR O 6T W §9 §D13 B IFYAT Bl 9gad ¢ |
2.2 faw@ &1t (Finance Function)

- o o ¥ g B f drew § fow el ot |
g1 3id Sfenfie vd arawfle Wedl § fchy yawE gri
red # 1 A s B 9 €, S= I s Fer vl & | fdw
P B T T A weHt ¥ uRaid o) g | |

B.COM-504/17
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1. WM Hed # fica el & e e @ Sgavdl 9 gfd Bg

YIS DG (fund) B STTEIAT T B A B

2. fgdha v % faw o @ ifum Frew @ erald e

THg frarelt & affafera o= ¥ B

3. gara Hed ¥ fic S | 3mera BNl & Wifld (Procurement

of funds) TAT UTHRI H SFHT FAGTE START HRA B |
R: faieT BT T T G € (Money), TSR (Market)

TAT AN (People) & B 3T D JT PN P SUSLIAT

ghREd Fa @ w1 & 3T wragel SuarT ghfed s AR

23 faw@ &1d &) ysfa g9 fa®ra (Nature and

Development of Finance Function)

IRl T T SR A Hd B Ul vd e # e
TR e T | TR AR R o9 fa B qr Pt A
AR B TI—ARI BNl & FHEHRI SYART A W) T 8l
gHT 2 | IMYFe Hewl # R &1 &1 AU Pl B TR HA
P AT & PN B UHIEHIN IUART BRA F W B

3y g awa & R ard @t aRedieve 3 s fig
(Focal point of decision making) $mﬁwws‘r-§'ﬁ%|

Wl Fremagar i o & RQem | gl o
famr <1 ot A aefigd far S wedr 2 |

231 9¥Re faaRERT (Traditional Approach)
o vay o IRAIRS fAaRURT &1 959 U9 fAdra diadl
& B UM JGIASH qF g, TH B P YHWIG g §

Corporation Finance — Thomas Green (1897), Corporation Finance-

Edwards Meade (1910)] Materials of Corporation Finance — Charles
W. Gersten berg(1915) Case Problems in Finance Huud and Williams



(1945) SR W@ 7|
facia yawm @ uRwRe farRuRT & safa et & s

AN (Sporadic) P o, 34 faReT & srerfa facha yarm

& &1 1 WA fobar T 8 | 39 9N & AR Ay yawy &
&3 ATA IS B THADR (Procurement of funds) T Wi i
g1 91 dfauy fARme gcari S, wadw, yaTed, TéieR,
R Wl gets cumst ¥ R e @ it s
X &1 WA B Re-sRfT & B wrarer § R wa A
iRl & I 2 G G @ ST W S SRR
T B

WRARAT fRRURT & 3riia oISt & gaAiawer 7 fawia
D I | DI B JHIEYT SUGRT TR Sded & ded # fawi yewe
T D U el il U & sifeR T8 | srufd uRwR% fare
TRT fA9%7e gfReehIVT (Invester’s approach) &T UGNl &Rl 2 | SHDI
U W 9R B W T Faw, el 96 @ fawia
RT3 | BT oA |

TG WERATT R & 3gey & ST & s
R U PRI G vd dee s o Rivaavg a9 W,
39D qd e Bl 8q 3Hd Yo Td guR (Trial and error)
AT B JAMTROM T GART fbar S o, eifd &9 IRERETd
R 3 fac veg & &5 § N & YR & 9l © Wb o |

IRART fAarRuRT @ FH¢ (Limitations of traditional approach)
foct o & gvmRETa R e Acia ggws @

fava axq @ @wyar ud dsnfiedr ga ot g1 b v

s e Al e g

1. BN B Gdad ad A - WEREG fGORaN @

st st 1 71 BT B Heer ud gl ae & Wi e,

fordrr &

B.COM-504/19
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e w3 e gieer o1 dive o, swer ks &
ufhar | BIE AN I-E o

2.  AU® Y9 P AT — RERFG PORYRT & S=wid
faca & A PNl @ Ghed T AifT 8 D PR GTed D
=TT P8I S YA UG Aedab (Routine) =T T JURGYTT IUeIT &t
S B

3.  drefereE gRedior — 39 ey & s=mid |ed ot
SrefepTeR RIS TR S S R e & | SreaaTei R
N i Yot wewere o S0 @ Wt B

4. FrHiES ufthdl — U RERYRT & &R i o w&
JTHRAE ufshar € | o 6 Wred @ srwwia | a1 @& aFaRa
wfshar B |

Fxga: [ & R saven ¥ i yevw @ a3 4
uRARe faameRT 1 gurar off | 39 fRaruRT o 9wy 39 @

%9 1897 ¥ foiRaa =St @1 g1 (Corporation finance) T STe

21 39 foRu™ & g€ A 8g 1910 ¥ Ais g1 forkea gwas
(Corporation finance) #Idl &T Uk AT E8 |

23.2 agfre faararr (Modern Concept)

RARAT fIaRERT 1950 & €9 do UEfo Y& fewg
fgdira fawa gz (1939—45) & weara IMRaw srefzawer # oM 7d=
AT T GENR it R ) g srfarwemsit @ ghea
vd e @ wREARl B A 89 ome RERuRT
PGS EIN | YD FIARYRT B SFerfcr ISt oY ifT o arer—rey
BN B wAnT qen Foias wrl Sl § faw wEeE B Wi
Feaiiire g & T _

TORT A & W&} F “IRERTT RITRYR B8 @ aeE
R e g it | R e (e gfbares @R a@
forerer faaor ¥ ST o | 374 T AT ARAT B Il DY B



AR e, SUAN, T amded @ R § RAdeqt Sy

FrfRor W e aet R o 2 _ |

STaqel STEeA (Efficient allocation of funds) TR 3ifdi@ sa far

o 21 i s B T e F v B @ Ry
TUERT 2 e A9 weAt & SR e dsd &

1 ST BT PR 49T B TR, amsm"ﬁma%tﬂam'

w1 g =Y | |
2, Waﬁwﬁiﬁfwwmwﬁﬁmﬁ%ﬁ?
3. WWed & IR B UK T B ARG? |
&I ST Gl I iy @ S ol @ wafda
od g1 () e foles (i) e foka (i) amirer faofgs )
fagreard
P RERaRr # Ry Rewar feeg § —

1. ﬁﬁawa&mgﬁaﬁwmﬁsﬂwww

2| SHD Al DNt A WY B AR & SIS yHaget ST W)
A 9ot e W #1 |

2. 39S Itd Wy Od fafre srae, fadeyl ol ae
affes Rredryer, Tty aufidia Rwder & MR W Rrdwyf

faolg ford o €1

3. Iyfe feraN & sl ﬁamﬂwww

IaRa ufthar €|

a. ﬁﬁrmaﬁmgﬁasﬁmw%mﬁﬁaﬁmﬁaw
ST B A TH A BN D DRV JER AAAD THad B
RO =G & U 2 |

B.COM-504/21
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233 faw o 9 wREE Ul e fErur 7 swR

1. fac o 9 wRERETG fAaReRT UMD (Descriptive) TRIT
Tepfaet (Narrow) @ | STafds Mg faemeRT & sl faveyoms
(Analytical) Td @UdaT & &7 faem™ & |

2. WRERP oaRyR © = fac sl a3af® (Sporadic)
o ® o9 & emgfie ffamuwr & swla focia gaee o
fafid (Regular) T A0 (Continuous) TfHAT 8 |

3. URFRAIG fRETRURT & JFER AT Nl & 6 ) 9o fear
ST 2 59 o 7 fRRET BINT & gl & WiI—wmel BNl &
T SuanT wR A 7ol Il 8

4. quwﬁawmzbmfaaﬁu.wa?fﬁvmﬁ
Wﬁﬁwﬂﬁqﬁﬂiﬁtﬁr%ﬁrél

5. mwﬁaﬂwﬁamzﬁmﬁaﬁﬁzﬁaﬁﬂaﬁﬂ
PIY YS=IT (Long term Fund Management) R 3181 9 <dl 8 | <19
% amyfie faareT srcu@Tel PIY U (Short term Fund
Management) TR 31f&I% & < & |

6. URFERTIA fIURYRT W6 T SHS MRS Y& & Uiy
CIRR R B TICHIT P WERR & (Outsidér looking in approach) 79
foh Smyfes faaRYRT WTeH a1 WS U & Ufdt A=<IRD UeF &
giePIvr &I UeRR 2 (Insider looking in approach)

24 fiw & $1 W69 (Organisation of Ftnance
Function)

Bl 3 @R B Rt RS & e R ¥ 3

forar ST €1 19 % 988 PR & WA A faw P B wae
B TS B A BN & | ST D B WHY D
@i U9 Jewe @ w80 GUGdvol Bl § 3f: YA 8 AT
TG Bl IMITIST B § | 59 &H 7171 B0 & IR IX A 8 |




(Organisational structure of finance function)

Share holder
»

Board of Directors

HATold Al

|

Managing Director

EECAREED
Production | Personnel Financial Marketing
Manager Manager Manager Manager
SiCIEE] Afdetia fasir fagoe

I

!

!

Treasurer HISTEGE

Finance Controller fawt iz

Awe oA |Fob yerm |1, P @ aofen
ERE] TE yeE | 3. Ry faaRer
afepeTor A favews | 4. am faeyor
e feRer | SmTd YeRE | 5. fiaRRas afaeror

6. B T

7. T gEEE

8. HiRegara
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241 faw |l (Finance Committee)

el +f anfdfes wwew ¥ Faem va FRiFw @& el w3
€ WaTed gRT A8l gl fhar S wahar o GaTeid AUSel Ud
ey Goreid @ A U B & wU A fed MR (Finance
Committee) T TS 5T TR 2 | S SfcRfa Harad 7vsd &
BT e SrerdT S ey qe A il & srezer g
HER BT &.5E warerd wra: fae iy o1 e swaer g B |
aREt R ST § | e T T Wt < R § | AR @
foraraas # foc aftfy @ e og 8 g

242 HINTEAH (Treasurer)

P T PIY + T QI ekl P A W &1 © | SHPI
e aif B & areger ¥ ¥ | e aRae ¥ P @ g
s AEeaqy & | Froh Od Wit Qi i o sl § gae
forgfem arfard ©u & @t 9IRN 21 avge: R weus @ sRiR
Wediidl # PuEgd B wE@yY e Ear 31 99 henfie
TWreHl ¥ facd a1 @ Ahe St 8 fa HaEe v drmege
At B FPrgfaa & Wl ¥ | ade wwa ¥ Bz Aae W@ 6
P GG G0 Ud ydderor e & |

A AR IR PRy 3 g # e fawgel o wftafora
f&ar o9& € -

1.0 faca @ IR (Arrangement of Finance) — SEH @I
IS B ITRY I B UEeE PG Al T PrRIHH B
feparag, Td UfRITIS &1 BT PINT B IR BN a1 I
&



11 fawia A9AIS (Financial Planning)— i e @
.mﬁm@ﬁqﬁﬁ%lmmwiﬁmwm
STl Qe Tl &1 GaigA I S 2 | BINRhe 39 9 B
f Q@ I & R e @ Ry few @A ae o @
3NaTHT & |

12 fafals @ @<= (Relation with Investors) — J&%
&g 3MIYTD AR B SuTerd GAfdad me 8 PIvreaer AT
¥ W i R ¥ A PR ) s wEwarde
IR B WGP | THD W & DIWE DA B Sfeuprier

TS BT Yfel &G ASUDTei Foll Bl Faem i I 5|

13 RFENT (Investments) — &t @1 Yot @1 Halew 4
arerll RAFkeE @xar o Uee onfe @ AW 'q At
Aot &1 FeiRer e onfe &l wny gRr TR R o
gl

1.4 IHs Ya-u (Cash Management)— A3 &l 3R 3 bl
H ETd GicTaR I s TR @1al § ST HR, 9o fRa—ufafes
B dTel The FGER] BT ol SIRAT PR GO §Pf H S
R, A Wt Ud e o S Ry &1 faior ovas aegar
IR ) AR R Ud PuiRd W @ Wiy SuR
FARIRT B TG IR HRAT PN HT ATAYY! B Bl B |
1.5 YR Y4 HIEY (Credit and Collection) — Udb B
B 1 HB AA H YR AF— 7T KA 2 | 3D foT T8I Y
YA &9 BT hel PR SUR ARl Pl FGRAT HIAT T
fiRa ¥ & iR SUR g-RIRT &1 agell gRRad = dur
& HT e Hd BT 2 |

1.6 €1 (Insurance) — DN BT d] Tfadl BT GATel
(Custodian) BT & I: H¥I &I Toi—3rae] TRl 1 GRel 8

ferftar st
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g J13T § 197 D) TGeRIT HRAT DINEIE] BT Afdd Had Bl
g

243 faca A93® (Finance Controller)

o s v W & i Mo @& @ waffg 8 2
e fId Fad e & dl &1 Hg=or Sl td JorT ued
(Watch dog) BT 2 | $H&T W@ $1d 39 91d &1 gHAReas e &
% HF gR1 99 &) W greh geRIRT S I @ vd Raargar
TR B W, TA I B T drell IR BT Ui S BT T
RG] |

A AT ddean I # faw s sifeer & wage Ud
fagoror & ArgA @ AegdiaRu &1 & 495 (Central place of
decision making) € AT 21

T AR W i FriEe @ @ e TeR | ghee
foar S e B |

1. wEfdE o ugforl ¥ ¥ e o ugfy a1 e
RO vd Hares AT |

2. WA IFV & WA @ Tdd &R UR YN DT |

3. 9o gEigEH G PR qur qafgeae @ SR o
e & SWET TR BT |

4. TR G AR F1 ST B |

5.  TGH & (I JDerT B gavIl B |

6.  S<IR® IfBEIVT B ARGH W AT<IND [ATHOT B WA

PR |
7. faciy faroil (@ &1 e, foreen) @ fAwior ge A
yfddesl & JAR AT T4 e TEHE B FA G |

8.  AgaYYl QiRzeY Fell Td el BT Aeber T fazeryor |



9. 1 MwRs &l Jeuid Ud faveyor |
10. faig srgdeT= @1 MG Td Wi sawRn & | faw
iz At yfier & IR H i T = F e fuR fAEeaa
R oy &

" S B 99 Ae & IR ¥ a8 de Afvafag |
B % Bftug wwfal @ e ga # 78 € Y afed & o
W%ﬁﬁﬁmammwﬁiﬁmgm
G &

2.5 WW_
1. o o § oy 7 T € 3o 9R # A= Qe
BT Iooid PIFTY | |

2. % 9eM ¥ R o1 fPa ger wfda fam o daar 2|
i afdeRal gt B A FR1 wrfRa 54 o =Ry |

3, ﬁﬁm.aﬁwmﬁiﬁqﬁﬂﬁﬁﬁﬂmmﬁﬁwml

26 dY G‘c‘cﬁﬂ'ﬂ 93 (Short Answer type questions)
1. fog o & g T W €7 |

What do you mean by ﬁnanoe function?

2. faco wfafa @m 87
What is finance committee?

3. i o1 ¥ e A e o1 v PR |
Describe the role of treasurer in finance fundtiOn.

4. fo FEe @R fewh faRay |

| Write a ﬁote on “Finance Controller”
5. fam o & amyfe fRaramr rr\f fewoft forfay |

Write a note on modern concept of Finance Function?

faeira s

B.COM-504/27
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27 9ERIY

T el N aeafe d@red # fia o Wit
ARl Br} AT STaT ¥ STe & dcl (s, w0, |, €,
IR Td U&) H GO &1 yawe |aifie decaqul s8Il & | HIe
Iof yemH 9 89 IS BT ST & "I UR o Ol Wb § fdbg Ueb
Irpee i yes WA @ ik & Afcamie R Wl © |
ot ot @ wFR # yafera Q1 fAaRuREi (Fen TRARS faar—
ORI T2 MY faaRYRT) § a9 9a § Imyfie faemearT
URifTds 2 qhifd BN B THADIO B AT B BN P [
Sy WAl affeR N i yew & o ReRun &
It UeM Rl T B | 9K 99 B 9Tl Afdd € g9 @

T vl el SuEnT ax w8 |



so— 3 facig ‘Eﬁ‘lﬁ (Financial Forecasting)

IPIS DY AT

31 95

32 fawi gaigam uRem

33 fagman

34 s qaigeeT & Surcyar

35 [ qaigare & Herd

36 facha gaiga= a?r RER I
361 WO fci fazor
362 AFS T
363 ITHI

364 Y& U9 IEIET UAUITHA
365 H e Rgdror

37 R
38 WU Bg U
31 9§gew

9 3PS B Y B IR Y I8 T931 Tl b —
i gafg @ 87 gwar 39 aRafid o o 8
fawig gatqae & fadwag @ 87

g el # fAwig gaigeE o Sureaar & B |

faeia qafgAr oo & HoT dca @1 2 3R e ol @ o

R R &9 s gaigae o dad 28?

iy gatgem & vafea aade o1 2 a8 & dad
yeiftd sl fdavor s gore damia @1 fddad St dfd
T8 fafdat vewr A gcgersu # gk )

B.COM-504/29
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3.2 9R=y

facdia qafga (Financial Forecasting)

el 9 e # i &1 Surcwar Ffdare 8, 9 fasha
aEHdRlt T gagAE faaia @ gAE sear ¢ | s g@igas
TH Uihar & oI =i Y Yarg faavon, Yderen ol
faciia srgurdl sTfe & 3R R 91! fawiia @i &1 fawuu
fpar STar | 39 ARG FRIT Adbe Iwdial (Inflows) TRIT
e gfgaial (Outflows) BT 3ffcher fohar STe B |

Irifaes aedf # fawii qaigar, @1 gl &1 b
& orae A & e a1 A1d) QIeTiel B qd wU o H e
fierct 2|

9 U. Yo & Ul § “gaiaE U QT FaRerd IO
e g el A fAspd Mpraiax afds & == & Wi
Bl

3.3 fagiuqamny

¥ fawira gatgae wrdl arafasansii & forg srgam e
g | A A qddTeid Tesl @ ARSIy fageiyor w R
g €1 e W facdg qatgae @ ffofea faemard @i 8§ |
1. RciogataE wrd geell s aRRefaal @ wwfua
B 8 |

2. D ST YIBTel gl & uRbed § g aRiRerfadl
F B9 9ol uRIdHl B &I\ H @ o 7 |
gitewTa e fhar S 2 |

4. facir gafgar &1 Faior 60 qenfae Afa srerar fFHuiRd
QiRedIg favomu & R W fHar S |




34 facia qafga=T &) SuR™ar (Utility of Financial
- Forecasting)
TS e H AT Sitad <l vaw @ wWE ET § fiwha
QATAN @ ST HeT B i fawiia s a1 i
fhaT O 2| STaTaddT W AWE AT FH A H S T

ﬁﬁﬂﬂﬁﬁiﬂﬂmwma%mmaﬁmﬁlaﬁ:ﬁgﬁﬂ

YalgAm |6 @ forg ofcm aimavas B & 1 ura: fawir gatgami
¥ wTed o1 frafeRed @ e 8

1. - Adbe AUl BT FJHAqd SYINT (Optimum use of Cash
Balances) — f3ciiy q@=aMl & gRT W6+ § R Jwg At &r
et WA fhar S wdar 81 iy qaiEEl & s #
IqErg 31 fspa Awe dfha T8 o o Fa | |

2. 979 W@ &HaT (High Credit Capacity) — facia gaf=m=i
D R GITGH # = A0 B WG &Har S gord sl & |
gafamr St arrar i deensl & o1 Ura v § TS B
g, 7a: iy qEimel & aegq 9 @1 @1 976 o fOwia
TS B AE G T4 AMedeDdl qul ¥ TRl I
Ig I # wera e g

3. fach fharei g PRI (Control on Financial Activities)-
i galgam @ arow § red & fwiy ol w g
e fan S wehd 2 | 39S A § Abe TR @ FweT g9y
FefRa #v@ arafde Frafe @ oo aRomT B Fedie
f&ar o q@ar 81

4. facfl@ ws@ar @1 w9 (Verification of Financial
Assistance) — faciy gafMT & #egd § wTod @ Ry
BT T Hediebel feball ST et & | aeel: faehia gafegemeii & fe
RO 1 %9 W W6 @& i Gd BRING gTATaa b A
uRaftia &1 3T dar 21

it gaigae
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5. 419 SUHHA HI TIYAT (Establishment of New
Enterprises)— [ GalgHI &1 3Tbad T SUHH B RIUAT
B DY AT IMATD Bl B | AR H a3 3verar Heraii bl
AT & YEAET @ SER IR IR §Hl3 B MR, &3 74 {95!
o1 e PreiRa frar S 81 390 W & gt v arTdt B
gaigAIAa axes |@1ed 1 Jnfie eran &1 Hegia= farar o § |
6. facha A9 § W' (Helpful in Financial Planning)
— il i =g i qaigaml &t srcw amasgadr el 2 |
axga: Il smare 3 wwva gfssansit o1 snurR facia gatgas
& & 21 Ioh SR @ fomfor, oo & i, wd o e
T BT AR ganfe faciiy yaiaml & MR W 8 & o
gl
3.5 fAcchd qalqae @ 9o aed (Basic Elements of

Financial Forecasting)

Rl Qi @ W e FfRed 8 ¥
1. MR (Basis) A q@lgaHl o emaR fAewsi swrrmar =
ToifRral g1 ST Reavd e €k €, fwhy gafgem &
fowior /g aiRe d T8y &1 WBR B Il 9 SAraeadhar i
2| IaR® Jaei Wred 3 fohanell | Iudes B TRh § fheg
TG I A, JSANBIY TG RIS A ot &
AEDH A U g 8 |
2. JafY (Period) — fAHY Yaigw, cUDICNH, HEADBICNT
AT EHTCA B W © | BTG GaTgArT U ¥ Jferar B
A & B § | Sraerel Q@A 5 99 a1 SE IS IHafe &g
B B Uh 9 | e vd 5 9§ § ¥ 3@y At yargReE "
BTN GATA PEART & |
B COM-504/32 3. TATH JAIY (Latest Information)—facia Wﬁ G
32 T TS TR SR 7 SR I T T 7 gaTst




wmmﬁa@ﬁw%utﬁwmﬁ$wﬁ@ijmﬂamﬁw
W W EC B

4  UTEPHIG {IAT dDHIS (Management Information
Technique) — IS HISH § Srid 3ibel & Hehe, fazermor
TTIT RN B T edaRRerdt ga worrel Rl @ s anfde |
e W ¥ IR U9 9183 a3l &l 3Favd Hdhold Ud
wRor GAfaa fhar S W | yewe g gomen § e
FifHD ST YRI™T BT 3fraede el ¢ |

5. golacifIe ATEIA. BT YA (Use of Electronic media) —
H*wﬂa?quwnﬁﬁaﬁﬁrﬁamﬁ%qsﬂwﬁiﬁmﬂﬁﬁ
TR ST ARS8 gl | IO THI W PIYER had
QaigHTI /AT Ol Bl WA B e Sugr
T Wl B |

36 fc yafgae & a@wNa (Techniques of Financial

Forecasting)

AR AR TR & QA @ i gg fefaRead et
BT JART HRaE |
1. vafa ﬁ'c‘tﬂ'ﬂ faaRT (Projected financial statement)

2. Ps o (Cash Budget)
3. ™YY (Simulation)
4. W19 Ud 9gHE UAIGTTEA (Linear and multiple Regression)
5. & YTEal favelyur (Sensitivity-Analysis)

SRIF i § Hact veifd fasi faeror Wds goie fafe
e Yegera: qefed & ST ﬁwmﬁmwaﬁrﬁﬁ
T BT 3T B |

B.COM-504/33 .
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3.6.1 wafa RAcha fATwr (Projected Financial Statement)

A g Ravor 4 fawer § S sty @Y aifiera
T ¥ A SR B R SR IR ¥ S ol & e
ST T, T, S} Bl D SN, g A o gtk &
g ¥ qafgem g R S ¥ 1 5 R @ R B g

P O IR T P T 2| 3w P 8 S e

aedl TR IMRA B & | §91 fAaRvil & et waifla e faavor
e vealta anfdfes frcer wftafera fhar e 21

1. vafd s faavw (Projected Income Statement) — TR
g fyaRor o fafor qaigmfa safd @ oy wwire s & ame

R R forar sran & | =i f3sha 9 &1 A anfdie oy 1d

3T A f5HE B MR WR {HaT 1 Hehell & | 3/ Jwid
faspra s @1 @rre, [ o, seae @Y, U el |

HHERIT A TR S b 8 |

2.  waf¥a T (Projected Balance Sheet) — Taifdd facar
a8 fagror o= & s #iege 9 I 9% & 3fd # v 9 facig
RerfRy &1 @t s e siran & veifta fred @1 fmfor e
3 Teprel B RS TE W @ SR WR e i 2 | 3w

it wanfaa g e # =T W @ 3 I "erew

g 9 ANT B O PR o e 2 | weifda s & fmfor §
vl g faRur qn der il vd guie wifdwmEl @
WERIAT o o &) we dR R uefa Res @ i §
e == 81 2|

@) e arf ¥ savas gE AT IR @ om ik
Yy w PR IwTeT WR @I A7, Y@ 7g Bl ARy |
@ 5 <Rl oR fd N UBR @1 AHSIT (Agreement) HRAT
aaTaE 8 B, $ i A arer g i a3 ARy
@) yaigma o™ & gE qed W Ueid o @ wErife



BB Y& 7o (Networth) BT TOMT PR o1 AT |

() Wit Wl A g P (@R + I Te) | gor
T AR | et @ AT B B R D B R SR A
w&raﬁﬁmmaﬁwaﬁwm*@lwﬁﬂuﬁ%w
it Rl B A S BN W IE I e died
TP R W SR P YT AT 2 | 36D g Al @ s o
IS B B ARG

T (Limitations) - S8 frear & Ry AW & 3t @
TLGDHT B 3G BT B | §9D Il A a¥ & IRE FW
el Riedra aRadHl wF sravadsarel @ qofaar Svew & Il 2|

3:6.2 &S qulc (Cash Budget)

Waﬁwﬁm@hﬂmqﬁﬁﬁwwﬁﬂmﬁ
&g e IR Td FTa BT SIFAM AT Sl B | Nebg Wk gef
STTTIDATI TF AT TR T S e faerd anfE B
R G717 ST 2 |

_ Wﬁﬁar@ﬂ%mﬁﬁ‘mmww@r%m, |

3 e Fole WieH & A e & WA & | s
w@rwﬁaﬁaﬁmwwﬁhmmmﬁm
T R 1

APe Toic IR & @1 ugfaai (Methods of Preparing
Cash Budget) -

Y dR R AP goie TUR P B FHfiRed ggfodt
Bl

3)  wiftq ug Y fafer (Receipt s and payments method)
§)  wHESTa @™ B A (Adjustted profit and loss method)
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W)  Refa faavor ¥ (Balance sheet methods)

@) wita ¢d g R - Jos wifta vd s R watf
1% Avel Ud wafera Y 8, 3wa sl e guie B &1 W
e fapaT ITel & | TRrd W & afecRta e e @ A, Rkl
T4 GHA BT TN STl & | WAl gER | & 3 N Y
@ WRl, TRl T YA B GHE B Sooid AT W B
aRErerd & Aread @ giord I JIRR, IR aRReres e, vd
YOiTa |G & 8 arell bs Wil i Uer & HewaqUl #e sl
g fgdg w1 & arla THe FY, AER, TS, AWGE, I,
gaafe #ai & 9fffera  far Srar 21 9% A 5 AIRME
Ape I F S Al I AHa WAl B SISH AhHe YIAH! B
ST WAl B, 3R @ R Ao 3! if~ad A9 81l & aaAq o
& 3o a1 Tl AN P RIS 91 Bt 2

Receipt and Payment A/c

Particulars

Receipts

Opening balance

Cash sales

Collection from Debtors
Total receipts
Payments

Cash purchase
Creditors payment
Wages

Office expenses

 fotal

Selling expenses
Advance Tax

Closing Balance

1) warEfaa @ @ AR (Adjusted Profit and loss



method)

S el § A @ Gefdrell gargar TR 53 o #
S ford g fafer Sugam # ol @ aE R 59 A W am
TRA & & W7e # 8 ara ol & Aavs 1 o7y # aifrgfiy
Bl & | 39 fafyr & srfa o B @r gRy e i & am

mwmmwmmmmmgm'

gore @1 fmor far smen €1 g9 fafYr @ &9 I ware Ry
faf¥ (Cash flow statement method) @ =9 & Y a8 | 39 R &

=T s gore BT FET B 3 TR RS Aes WAy,

RN g o, AT aefdl v aifeat § uRadw, Soiva

WISl Q& 9, 10931 IR QF &T,Yd ariel e Al T

Tt S smaeaes €t &1 wARE @ Ef Ry & s awie
&1 ffor v 3G A @ AV A Pl w<t @ We w@
ATHA # A FHAGY Hel D T B S VD BT 3f A9 g
BT B

STfor 4
A —
AT g ™
G99 T yraErE
Surfdtea &
153
7o), Fferal § w
ey et %
Faqelt w§ For wA o1 fAetEe
wr wrferal @ g | wra oy

ferfrar e
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Hegd —
gelrTe T
T Awfcadl 9 i
e, =Tl H oAl
SATATE BT I
Il |EfeTdl &1 HH
sifos Ade aT!

q) anf¥a® facer fafr (Balance Sheet Method) — 3% faff 9§
AeHe gUIe TUR BRA vy gore i Bl Al fAfd W geb ureapferd
3nfefe feres aR favar SIar € 39 =l RIbs & JAelral Ui
Pt AT T T T BT AT &, et U a1fied e b
AT PR A1 ST B S & | T8 el Abs Pl AN €
TRIT Xl 8 | g1 vt &7 anT wrafd uet & ifdie 8 W 3R
ot IR 4% I UK R © | A <RI eT BT AN Fefed e
H 79 § o) U8 3R & IDfadwy | (Bank overdraft) @ Refad &1
YgHe BT ¢ |

Estimated Balance sheet as on

Liabilities Amount Assets Amount

Equality share capital Plant
Detentuns Investments
Creditors Debtors
Accumulated depreciation Stock

P&RAlc. Cash at bank —

Ads q9ic P! Hew (Importance of Cash Budget) — FHIeiel
gon & friie s ud g 8 IS 9uic U IR @ AT
P GAREd HR Fhdr 8| WS § SUC BNl B AfHaH




BT IUART FRS WIS DB gD 7 iy B 1 Fvehl B

WY H & WP quic & Hew B PR B 7 IR PR G |

o UPS IO P ARIH J TF GUST P WA JrorArsi Br
qEAT o e € |

o UPS IUIC B ARYH | TIST P! Vpe TR ATTAFHATAT
B RIS FRD AR NP B AT TR A
TR q P T THe B

o UPps IUIC P ARYH W BH Ube A W A A Frg=syor
T R W B

o R H ygwuN $l fAiy Huern U6 Gerar B /e
AFE guic P ArRAT A fHar o1 9Har 2|

37 R

Mﬁmﬁmm%ﬁmaﬁw
BN B | g7 ) fheel W e oiR 5w ard ¥ snmawas Bnf g€

T B & ARt Fed & | Rl wEiee & aem

g4 A1) Aol R BN arel 2T BT AR o e § | 39S
IMR R AP AN BT FFHETH START f5a1 o THa & 39D
| &) WIS BT S AN I WG &7 BT gore fosar o1 wape
2| WTeH H BF arell SIS A fhamll 3 Asax g7 F
gyfoa SwanT gfea far o1 | 2|

31 WY H B9 B8 Wdhd o [ fawid gaigaE sl wee
™ &1 TP "8QqUl 37T & T ARG | 66 | AWHaH o B
TRV B BN fobar &1 Awar 2

38 3NN Bq W

f i e W o s

2. fachg qaigam & valla sm faavor oo anfdie fercer
fafer &t avi g | | '

fortr gt
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40

3. fache gafgam & fdwa @ 82

4, fITY @E & o a1 87

5. faci qaiERi & Sureydr R gerer Iy |

39 " gw

1. SR PR ST SRR e e @ 7

2. facihy qatgam e ) el &1 ander 2|

3. focia yaiga & wread | &9 A 981 &1 SUAnT aR
HEd & |

4. Abs B GG Bl Q@A UF FaEr wnfia dvq
3G TP "Agaqul dHH® ¢ |

5. fociy galgwm & amma 3 wrew @ yifd &1 |l &

6. fIcha Q@igAM & Az | &4 Ads 1 JAT Yhlead 3w
qad B I

9" gl & Jav

1. f=

2. 9 "eAs

3. IFdHeaA SYANT

4.  ps guic?

5. oM <a®dl

6. o



THIE— 4 ol T 949G I (Time Value of Money)

TPIS Y Geal

41 Il

42 PBRY

43 UR=w

44  H&T G 9HY AEHM
45 FHY ARHH TR

46 THglg qod

47 9IS BT ThalE T
48 I YA

49 RIS

410 98 U

41 STQH
T S & MTTT B SURT MY 39 ARG B T o —
°  H P §HY Y T 27
o ficiw fnfma # ga1 & w9y qou o1 i @ar &7
e g% oY TG B G | T I B°

42 DRY

e oI WIfd (Inflation) — WhIfde Tomeil # HaT & HeA
eIt T Tl Y AT B SR UR ST T & | S Ja
3 g § ARrEe 8l &l 8, 89 ael f59 999 9 U &R @
Fha & 5 98 gHEd I8 BR HY I 3q g v & afaRa
g+ QAT BT |

o  WifEH (Risk) —g&1 & WRI O A5a@qUl T4 AIRGH BT
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4

fAfea ST & | 3T &9 O €9 UT BT AT B el U B9 P g9
Y ff¥aaar @ 9= @9 87|

o afyawra Suwiwm adimar (Perfonal Consumption
Preference) — & fd dchicl STHIT I 9fdsy # fHY o9
arel YA @ g H RNIAl 7d © | IR WY A
AfFT BT Tebral e arell Gt A FTel T e aret g
@ @ i ST R

o faf< = 31@ER (Investment Opportunities) — 3= Fifed
FRGRAT B 4ifA a1 BT N U Jou Bl & | AT BER U ) uTd
B dret 100 9 TAT U a9 GTAT YT B arel 100 wud F |
U ey g @ JrgwR e a1 g Freay & eef) urd 89 arel
100 . BT R <1 | T 70 acwTat AT o v At
¥ &t At @R wad € | N SR afk & ganE A fies aral
100 . & g § U a¥ 91 e aret 118 %, & fdey AE
g a1 &9 N e & 999 R AR o= 93 2|
43 UR=Y

e faciy fAofal gen wofert &1 w9 7 IR@ @1
WA &1 waTa AR GHY R 9 sl © | Afe &W "
gy & a1 &9 Wi @1 T acbrd Rl el & (g WA
P SAUTCHAT W &H IO I B I8 | ¥ UBR Al 89§
W 0T AB] FaHTd W T € AT SAR U &1 ebrel 3 S
foheg TS e & T ST I JTO] B4 aN1 TD DAl BT | AR
RHS A=YATE (Cash inflow) Td AHs afeuars (Cash outflow) P #e
g Ao URATIYad B B |

facira fvfas & &3 7 551 @ 99g o9 9 UgdH U4 Sl
TS =] 3MaedeD BT ®, IS & Yal & A9 I D
Tga™ T8 AR U ot fawia fofgg Ffeqot 8 wad 2| qur gw
FGTH A B IR BT T8l GO B Fad |




4.4 HIT 8q 99 AR (Time Preference for Money)

HIs W Al e fageyet fofa & araeta doprer ura 89
arel fhdl 999 & aER &1 URETT fovlt wfasy & arafer & forw =78
PR FHT | UTT: TN Tehrel UKl BF a6l 89 ol aIaar < & | 39l
T DI &9 T BT 9 AAT FEd £ |

45 MY M X (Time Preference Rate)

A AR W 89 &1 & 99 A Pl @ <R AT BT D
®U W AR IR Tbd § IaIERV & g Ife e afad & ferg
HHY SIfEHF X 10 FfRrd © aF 98 vl Wi B aret 100 . B
3UETT U Y 918 UKl B dTel 110 . @Y JOgdl <7 | aAfa &Y
Wi e W FAY AATAH ferar Beer ol YT fafi defeus
facia faofal # o= 21

T M R BT T 59 yeR Afed sREr wH Bl
fafvmr fAvigs & gerEed g §1 39 Aegd 9 A= |wy
Tl § 9T & arent fafi= aferdl &1 qeaiae adHm alkvey
# forar Sirar & o afe fosit afaa srerar o @) v AftmE <)
10 URISIT 2, AR IHBT . 10000 B! T H %.11550 UH I ITATa
U R BT IRAE a1 Srar & A 7 99 I8 Ud WIaR R
o AIfEY ) B e & SW U8 WA WIHR R oMl ARy |
TG I UK B dlell GRIN %, 11550 IS gI)T AIOd T
A g 10 Uferera | 1fd® § |

rrfa difda g geRIf = ——1000100’5“0 = 11000

1150 x 100
s B i B - = 11.5%
= 10000 X

46 4dTHqgfg Jed (Compound Value)
g fafaere grT fad a9 @ te | e ant & forg

TR F1 99 e
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44

faferanfora farar Srar € | & s fafaaers fafafea wifdr o
Ui 99 T P HTHAT FRAT B, SHD g ® 100 AT =
W

WWWE.%ZHO U a¥ geera B, fheg af

fafvisre fafaife e==if &1 a1 a1 3ifdre avt & forg fafeafora
B & A @ 9 RfEiRE v gy LD =
121 % 370 BRT | 30 TR ST ant # off i fafrafra
W WR uT W @) oM A g @ A S| @ o ddd)

2|

S=P(14R)
100

gt s = R o ® o yam a1 Al o @
AP ©, R — 999 WM a1 &t <R 9fdy oy o1 fra awar 21
n au7 B TR P TR HRar B

SSTERY W&y I [l 9% & 99 @rd ¥ 5 ufiied aifie
TS TR . 1000 — 5 991 B oIy o1 A | @ 0P a§ D
IR 9T AR &, 1050 TAY I§ & AT W &, 110250 U
B |

S UaR RS H 5 99 & U U iy o
TUMET SIS G B FEHAT | R Fhd @ |

S:P(HR)
100

S 1000{”5)
100

S =1000x ﬂ 2 -?—1~ 21 E—¥-=12'}'628
20 20 20 20 20

47 YD FT AHgfg oI (Compound Value of an

annuity)

39 TP T g i el w e Pfea




Il & s e uemra <) W Suee go uRafRRl @
MO B Ughy @1 eFg o, e 98 IewEs 98 %
fafrasTs el st @1 v gea i awe, afe sas
g1 ufHre a1 ufcay v Ff¥ea A o v Afde aw=ifd &
fafraiT far e 21 09 Rftr ¥ seard ¥1 99 sowR
BT TG T — TR T A ST arel gRIR O A e
&l B | A B Ahgfe qed Y MU A ¥ THE G e
BT S H G 81T | ITERT AR &H &, 1000,10 UferT anfies
I B &R W A aut @ forg fAfafdm exad €1 9 vor af @ o
# TET . 1000 UR ST T T TS UTGT BRI | ek a9 & 37 3 oy
¥ 1000 W 1 Y HT TS U< 81T, I YR IR a8 & i §
ST . 1000 TR PIg AT T el BT, 3Fct: Wor 9% & 3ict § Sy
%. 1000 BT ¥ qoa A1 YBR fprar SR |

1+10T
100

§=1000x L 1L _ 1210
1010

S=1000(

AN qY & 3 H ST . 1000 W 1 9§ BT @Tof

1000x1x 10
100
=1000+100= 1100

5 VR AR 7 B 30 3 S %, 1000 W B ATt 3
BT |
I % 1000 Gfd ¥ & 3iq # i @i T T I R FHA
aif¥e ) =gl Ted BT 1210 + 1100 + 1000 = %. 3310
BH 34 A W @ e @ W IR ) e € |

%, 1000 TI¥H! & THlG T BT TRIADBROT

=100.4

T & w9 e
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46

CLEGIRRS LI
¥ B 3id F 0 1 2 3
ST %.1000 ®. 1000 . 1000
1100
®. 3310.00

¥l & ashgfE Hed B TUMT B v &9 A g &1 fY
TANT R Fhd ¢ |

S=A{(l+f)"—l}

1

T3l A = U e aafd ao av & sid & fAfded omr afdr

2]

" 100
_1000 (19) =1 "'}
10

< tooq| 0381=1)
10

i

=1000 21}

|10
=1000[331]
=1000x331

=3310

48 ddHH 4 (Present Value)

R e fofas & &1 § g1 @ 9ag qou & A9 2
ﬂ's@ﬁéﬁﬂw (Compound) U 3= HEwqdl aebii & | 39
fafaicTe # e 3riaTg (Cash in flows) Ud &g dfgarg (Cash
out flow) & W= H Ui oM g d@ wfda &1 A &1 & |




AT T B B H U g RIRT B A B R R ANES
farrars v @ = B e sy wwh oty o & | Sudw
Tl B SR W 84 391 s R udE T § 5 38 R
HAY IRIYAT 37AaT 1ol &% D MR TR & AT owd g 7 de
el i o e & | faffranT wat g adae 4 1 %, e
B W YD 99 D YA S . (1+i) 1 9§ Ugard (1+i)2 a1 d4
9§ D ST (1+0)° TG n T & SR (1+i)" . UGl 817 | 319 TP
WSl U¥ 9o & b Rffdee g1 1 %, fAfai oo R ue a9
@ JWI, <1 99 & ST U4 UF a9 & SURIRT deblel bl €
R BT IR HRAT el 2 | I aeAe § Sucrer 1 &, 9
fafroTe Ut araTadar o awqe HU B Thar o, fbwg faftrier
® PR I Teblel AU IravIHAT gt J dferd BT g
fafriers grT 5 & &1 @ IO g9 A g @ AemE Qo
TP £ |

S=P(1+i)
S

P=—"

P=— —Rs.0909

~110

T 78 Frepd Riere & b aft a8 & 10 v
@ 1 9§ B IR 91 B drell SFRIRT B GAE Tl B 0,
909 ENTT | A YR <Y af B SR WA AR BT I He
BT |

§=P(1+i)

p=3 .
T +i)

=(L) o ReOREE
110) 121

i < 9§ & IW U B Tl GFRIRT BT IdHH o .
0826 BRI |

TR T e
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48

49'\‘I'ITI'QT

W%W@Wwﬁmﬁﬁmzﬁmﬁm
Tecayut I8 | B of RFRe® g & aHy ged MoH & I
R W & RAFE o1 7 9 w7 =) fofg o 2| adaE |
Sucrel IR & STHIT BT IR IR & 59 i R R
wxa 2 | fafEn w sfaa e 9 ik 89 @ < A e
T F SUHRT PI GAAAT <7 | §H THE H U . 10000 T4 Ui
¥ P IW U B a1 . iooooﬁﬁﬁféwﬁmgﬂmﬂ‘r
a1 &9 9T € qaHe H I 8 dTel . 10000 B e
farwg T & ®. 10000 T T§ & SR 10 TR TG & AR
SUGTE &1 W & I &9 uid 9Y & TSI U B a1 % 15000
& fades W N IR &A1 B | Ui 9§ SURT U EF arel
SRIRGT . 5000 BT 5 ET BT T o4 B8 TH & | TG TAR
g™ AR & o/ Tl B1% ff gRIfR adEE § Sw @
URRT BT Ufthel B & | 31: B 1ol & B9 A IRFAT A & B
ﬁﬁrﬁaﬁrﬁaﬁwﬁrwﬁ?ﬁ%lwmmﬂzﬁuﬁm
a%uﬁrwwwam%i

4.10 aisrm

1. W%wq@ﬁmwwﬁ%‘?

2. WA &g GG IRWE wn R

5. WA S T G B U ST R SR

4. fach Pk o &3 3§ 9e1 &1 w9 g 5 ToR Wi
2? - |

5. @ o RfE, e ¥ Swi @ R @ TR ¥
U HUT DI AT DI |

6. UF I B SUN W BN a1l . 600 B I Y B




MU Y | Fafp qHY 9T &) 5 Uied B i

7 % 5000, 10 UREd af¥d e @ T W 5 I B fo
fafrife v W aiffe e @ TOHT BRI |

8. oM Hed U &1 g fordl |
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45



R TPI—5 TS B AT (Cost of Capité_i)

—
51 9JA
52 UR=™
524 o Ud aRemer
53  aifiewYl

54 UoN & &NTd $T A9
541 U Yol & AFTE
542 MEHIT FHT Yol BN AR
543 YAIRBR 3w Yol &t @
544 T &Y Yo @ @rTa
55 HfauRa M @ @rrd
56 Yol @ WRa alvra omTa
57 Yol &1 Td &1 AE
58 facia ol # qolt 9t rra @t s
59 WY

510 W-UE U /IR

51 I

39 SPIE B AT B SWINI Y I8 TH F b —
o ol vd Swa @na @ B ¥
o N o wmTw r e it § i e S &7
o SN o AF 1 AN B f5W UPR IR FH 2
o Ioh A g B fufver o1 HEw T &7
B.COM-504/50
o o i Fofem ¥ &R & ammE B e @ 2



52 UR=g
ﬂiﬁﬂ'm%‘lﬂgﬂwm_'%hqﬁ%?ﬁcncn%“l'mmlﬁﬂa%
U H Yol ot ST BT AR S A @ 2 S w9 ol @ Su
P g GBI Tl 3 | Yol 3 aFTd 98 geaw <% B & Ry
ﬁﬁﬁaﬁﬁﬁmwmvﬂmﬁ%mm@mélﬁﬂﬁiﬁﬁzﬁ
ST B Tod T S THEg A P i 8 ve?
W@?W%ﬁﬁ?ﬂaﬂw?ﬂmwi?ﬁqwmﬁww
gl |
1. Yl a1 W YSfl (Self capital) $H@ Srid fAia
ERT &F1a 9l @ Aream W Uai3d Ul @1 guw § e e
ST & | 39 Yol IR e giiwhd ¥aey o I BT aredr
2. RIS (Loan Capital) —W%Wﬁu\wm
R, Pt ReYerl 8, R e et S
R e & e 91 g B
3. 3 Sl (Share capital) — 39 S=id AT §RT SIOIR
# 379+ 37 BT fwe B S € | Sierar g1 S fAeifia afe o
8 B W R & o i Gl & S F g A e
TP B S ¥ g 39 YRS B gfieer oy amdte @
gﬂﬁﬁmmélwé’raﬁﬁmaﬁwmzﬁﬂw
Wi BT gedraRol A1 8 ST 2
521 et vqd gRemey
I W B | I Yol o1 TG IaeROT T S (Dyhamic) &
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s T 5 ORI (Static) 3@ T ggamard i § fbar Sar ]
"Gl o T a8 e o B & R e e wmee @ forg
T AT BT | SH AN BT SURa ol B gg IR B
gftrerd & w9 ¥ yfWerad fsar smar @ 1

Wi o @ Wl #F ol A v o @t @ R
AT ifed % B B

9. O, 3WeA @ Rl § Yol B AN, TG B 9 N
Y FET o & O 75l 3w R B gafog e e g 7
o IR # 99 B4 @ 9 ¥ i € ws |

. o MET D wR A Gl A A a1 s 99
YT SR ¥ & R Hvl a1 31 e smRafia @ o sifvra
FRAT ATEF Bl o |

“The cost of capital is a rate of return which a company must
earn on an investment to maintain the value of the company”. M.J.
Gordan.

SR URATERI B SR W &9 U8 Be Gad & b Yon
) AT 98 << B & For R 1o 3 fafraierel @ ferg g
BT TGN BT B | I WIS BT 9w Yol N AT @
THGeT TTd % (Rate of return) UTT SHRAT 8141 d1fed | =gre
YOG X D T B UK IID B I B IR Yed B IAD
TUHM R IR a1 @1 A1 Gl 8 | Go @ ArTa @ 1o

A BRI Bl W Fahell 2 |
Yoll & 7T (Cost of capital) =
U 4T a7 ATHIE (Payab?e Interest or dividend) <100
et Goft (Re ceived Capital)

JTERY Yooy afe & Wed a1 g Yol %. 500000 &
B COM-504/52 TTRIT TG GIRT %. 40000 TS & 0 ¥ YT oy ireit & i Yol
52 | B AT B |



40000100 _ o,
500000

53 TG (Classification) |
&9 AT BT 7 TR aiied o) aws ¥

1. URARS aFTd & wrd Fﬂ"ﬁl (Traditional cost and Future
cost) —WW%WW%}WWW
AGiehT AT H ol B fafieg far s ¥ i @na @y
T R ¥ Rt G AR B & frg R s 2
2. faf¥re @rra @ "@y@ @NTa (Specific cost and
compound cost) — Uil & fafi=1 Suerer facha W&l o1 g
wY 9 falre «mra @7 S & O/ | i, gatferd siw
forar Srer 2| wge ond @) Wl $oh arEl @ st o
Wﬁﬁ%wmﬁamwﬁww‘%lﬁmwﬁr
'WﬁWWWWWmﬁi

3. 3ilaa arTa aen T |RTd (Average costand marginal
cost) — W ¥ fafraifora wawd yaR & o # ude Aid &
AT &7 WIRG 3N, ST T FHEART 8 | ST 3 ol

AT H G Wi P AT HR BT © S B MR R Naa

AT DI O B G & | WA AN 98 AT B & fory
WIS g U BINT & ARH ¥ il oial 8 | I8 SdI BIsy 3
T G A ol A B 2, R s Pk
AT N $T AE@qul R BT 2 |

4. W AN U4q r<ifif@d o1 (Explicit costand Implicit

cost) — W AT SN Y P G Bl B & Wl s ATl &

gsit ArE
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T Y@ B Abe FTEA (Cash outlaws) F AN e B
THGed BYdl B | AIRIRG AR IR I8 M=<IRP YA X Bl 2 |

IR AFTd a8 Y™ SR B[ & o fohll fafdre faferam
YA B WHR B 2 IR AR B AN BRI © 59
NI T 3NfAHTT T Bl |} 9 HRAT AR T BN P dhieud
TANT W) fIaR Bl B | 39 31GER ARTA (Opportunity cost) Wl 6al
AT 2 |

54 Yofl &) oIFTd & J199

AT AR TR e R 2 Sh T @ Ao ¥ P
fuiRa SRR 78 § | e & sTavamai Al vd uRRefR
@ IR Uil A AR BT GAATT T STl @ | 678 B forg
I TR @ faft=r |weE! a1 dol g ura: - g
& Rrae o Pt SR @ ST ¥

54.1 0T Yofl @I FTd

I=fa Ol & ®U # A 7 F0T Yol 1 AT 98 =TSl &% el
2 O f e g1 OISR BT 9T B & IRG: I8 qX P!
g1 %07 Yol & fAefee el § 77 # < S ® 1 T Gl B
AN W DR g O T B P WX B Al o
e, BUTE, e, ST e Y SR B §¢ R W
I g IR BT ATl B S & AT BIel D SR W 0
Toft @ <1t # fafra fbar & | 2|

1. Hdd T 'ifrﬁ @1 AT (Cost of Perpectual Debt Capital)
— ae FoT Yot a8 Yoit Bl @ forgeT AR (77e) U1a: BT
& SN HIel § 81 BT gsa | fbel o Sush# GRT Wrod # 0T
Iolt @ SFu 31 R TR @ o |ad &9 Goit @1 e
fopar e & | ad 0T Yol &1 eF S @ Silaq il 7 fhd




W A T 7 BN B BRY 39 e e & (Non i
Reedemable) ! F&T 11T &) gHah 9T 391 3 & AT g1
I SR B -
Conr =L1')x 100
Cper = Cost of Debt before tax (X qd FUT ) @FTa)
| =Amount of Annual Interest ( Y& =a7o1 TR)
P = Principal Amount (& ET-‘-I)
S e BT WA FoT Y5 B Pt WA W)
o @ Reify % € i S &1 w0 G @ et it
3R7AT BT R {60 S & e § B G o wan fear @

gl

- =Elf—;x'l 00 NP = (Net Proceeds)

aRa: NP (I& WIf%) et g1 o o7 it oY arafes
geRIRT BN 2
SEHESU

Wﬁéﬂﬂwﬁamﬁm?ﬁ 10,0000 & 12 RIS 0T
g3 1 AT 100 6. B WHYEd W A wan | e §h @ anra
&I 3Pper BT, afe ko=t &1 Frfva 1. awea ) 2. 10
IT B ge W 3. 10 URRTa & WM w Rsar
T —

{
) Copr=——x100
() P P"

_12x100

100
. /
(if) (.‘,”,,-=7\-{-P—x 100

NP =100-10=90

=12 100=1333%
90

=12%

{iii) I=12 NP=100+10=110
12

nar =
110

x 100 =10.9%
B.COM-504/55
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3BT 2
g a1 fafids ®. 50000 @ 15 Sfaerd 501 Al 1 e

TS T S 8 HT Bl W 20 Ffawe @1 For st B A H
TUTET A |

NP = Par value - floating charges
, I

C,u=—(I-
DAT NP( T)

I 250000 x15

100
7.500
= X(1-
Cone =220 X(1-20)

7500x.80
CDAT -

~ 50000

~ 6000 .
—50000X100=12A:

=7,500

5.4.2 AN FOTYSI @1 ARTT

TieT o1 & FoT @ § e g qd frefa st
¥ IUGa FST S FUGT R Hl BT IS 2| e w2
% goft @mra 919 HA B T AN F Y- MO H FHT
IHE 9 ar godd W) @t e [ far @1 weH F=2uil w5
e 3T fafy W Uh q¥9 F H I F ROTYSH H AN HI
ST Prafafaa g7 & |ead | fwar s 2

[+ (Rv-NP)
=1 x1
Coar 1 (Rv-NP)

Here, C ;= Cost of debt before tax

00

| = Interest Paid Annually
Rv = Redeemable value of debt at maturity time.
N.P, = Net sales proceeds from the issued debts.

N = Maturity period.

F GYTT FOT St Al AT Bl AN FA _q Frreriad
qF TG F &G S 2 g



CDAT =(-T) Cosr
SQTaN 3

T BT 10000, 10 HIARRT 100 WU Hed drel 07 U BT
ffe 10 uftvera Mifem W w2 | For S @ v 5 A @
SR Wl TR BT 2 | B &) o &¥ 50 TR & o7 o)
ST Y IO BHIRT |
o _

100000+ ! (10.00,000- 1,100,000)
1(10,00,000+1100000)
_100000-20000

10,50000
80000
" 1050000
C.DAT=(1-T)C)y
(1-5) 7.6%
5x7.6=380

54.3 '{aﬁﬁmw‘i’?ﬁaﬁaﬁm
qaifeBR 3 § § R W amite A v HRea g PufRa

(*mn' =

100

x100=7.6%

TR BN B 1 T D BN D GG R qaiRET iRt B i

BT AT IR YT e © | A B 7 by fRor Frwe
wUsd BT H eve Avsd g R orar 2| Wed witer
SRS DI T FT YT WG SR G ST 98] F 2
ATy ol A Y YA BT v T R | fbeg oo g
THR 3 B S PH BT A B9 8 IR 99 I B 2
X AT e e & | QeI afer geh @Y e o PR s
W < A A UfY S U g Hed NI @ e @ 100
R TN B B ST IR B W ¥ o e 3|

D s 100
NP

C, = Cost of Preference Share capital

I

B.COM-504/57
57



B.COM-504/58
58

(qatfirR e Yoi @l &)

D.P. = Preference share dividend (J@ifeIR 391 <Ti¥)

N.P. = Net Proceeds (g& ~1f3)

EERe AR W @R SiEl o1 e Mt JeE ge
wR T o ween & | 3 9w @ R R 8 are @i @1 e
B arra ¥ vt fear omar 8 | EEier oiel @ e @
AT HAER G B AT @ TR w3 g
(Net Proceeds) ST @ Gff #ebell & |
1. iR fe @1 e aeed woEn $ < #
I NI (NP)= e (NV) — il =3 (IE)

2. UdifeR 3fE &1 e B W BN @ g H U gE
IR NP = 9 (NV)- B2 (D) — Frfw =3 ()

3. yEiteR 3 o e ifem w 89 @ <o # g
T VR (NP) — Ted (PV) + S (P) — e =3 (IE)

yaffrer il o T FeiRer § ErEeT 89w (Tax) P
qeRIR @) wftnfera w8 fear orran ¥ i qEifteR SR W
SIS T YA DY D YA B IURI b ST B
IATENT 4

g U8 = 7 10 yfdrewy q@ifreer sfe @1 e
o | afEl T WHYe . 100 Ui ofer ¥ fahey Friwe g wuan

80 & | Frfea & ra SIa ARG | PP 48 © 120 B D

g9 § orTa @ gnf |

g'a'_
1, o9 ffee qeu . 80 B |
DP
L ==—x100
Gyt

¢, =20 100=125%
80



2. &9 fFrfH Heg . 120 B

¢, =22 <100
NP

10
20 100=833%
120 °

544 HHAT A ISl B AT (Cost of equity share Capital)

T S Yol YRS arfad Al F FF B @l B @
DAl A BN aTl AT BT ANBTH 9T WG G SR & T
g faaRa & &1 v fewe wved grT fear e B g
THAT 39 Yoll W MY 61 U AREa < &1 Jae 569 @ gy
fosar T e & giaT | AT @ P BRE A T PR D
W ¥ SO Je QUIeY | WA 2 | GEaT 39 4ol W 27
AW B &R IAMRET 81 B PR AT 3 Yol & AT Bl
BT BRAT JUeiTaR Bio+ BiaT & | foby Wriifas dR o wwa
39 guit @I AT ARd Yoi (Cost free capital) T8l H8T T Aepe |
ECT: AT I YR FIRT S A fA9T (Investment) ABTYT B
wU W A U FRA B o fhar O ¥ U T SiYERG
Hu & Feafaflea smemd v &)

1. AT SRS (P (AfEd ) | ufd 3fer anner (Dividend
per share) 3FaRT UTKT H¥al &4 |
2. PRSI & Ul ofF My # oFaRd gy AN wM |
3.  IIUd # AR anT Bl FAReaRar a9 ve, Rora ufeenRa
31 (Retained earning) ¥ g &1 |

SURIE JUeTal B IRUET § HE JeRMA TP FAaH SUSi
AT SR Y@ BT YA Yl 2 | YT Tl 39 Gull D AT P
Ryl f=ferRaa wfaftRt & fran omar 21
V) @y wifta fafdr (Dividend yield method) — wmiisr wift
fafyy e SiTRIRSY &1 urer: iy W R A 2 21 s
39 M Y4 U fafdr (Dividend Price Ratio method) & 19 W

gt
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A ST W7 @ A19EIR® R UR WA a1 gifid % R AT
3T Guil O ATa A BlbN A FHASE Yol D AR AT
Tifs & aRTaR Bl 21 39 R & SR |war iw golt 9 @
@1 e F G @ wread | B ran &1
__D.Ps.
“" M.P.P.S.

C, = Cost of equity capital

D.P.S. = Dividend Per Share

M.P.P.S. = Market Price Per Share

SEHERG

WIS TUT Bed fol. § 100 %, Yo dret (o7 4raif+i) 10000
|HAT el 1 e far| g9 3fEl @1 IR I %, 150 2
S GRT &, 15 U 3791 &Y &R A g Bl T fbar
FHAT 3 Goil B ST DBl T DI |

__bprs._
“ M.P.P.S.

10 100=667%
150

x 100

100

WY (Limitations)

1. A 3iE B AP Hed B AU SIoR Yo Pl WA
fopan S & Wefe aRafd® Hea 3 U B S B

2. IS ¥ 81 arel ufornfRe 3T (Retained earing) @1 SO

B o ¥ | e SRR o Y 3R @ TR e T e

gfg Bl 2

3. 39 ffY & sl widsy & B9 arelt e & wrn A gfy
B DI ®IF TG AT S |

4, \HC A B IR T § BN ATl STEEdl & SR I
39N T IRAND IR Hed S HYAT B3 Bl 2|

) Surskw wika fafer (Earning yields method) — I fafyr
3T {4 ST ¥y (eaming price ratio method) @ = & At G
T 8, 39 I & Sl T oiE Yol o anTa @t fReieor s



TR B dlell SRR M Y ST IR Ged A TR $ad S
! O 71 98 AR 39 waar W amRa @ 6 awan siv uRe
PR D Y AR W @A B )

39 Ry @ sl gwan ofw Yol @) avra e @ &
HIEH | S @ S 2|

c _EPSx100
" MPS

C, = Cost of equity share

E.P.S = Earning per Share
M.P.S. = Market Price per Share

SLUSU

U39, 918, fafics somgreTe @ arok WIfdr 6. 100,000 © 3w
BT T Td FTc] q6TR 9o %, 100 © D71 GIRT 10,000 30T P
forfaet o T @1 S99 . 5,00,000 B SRIRTT Py TR
& g1 Fof forar & | Fnfem & a5 uforera sfe @ e
BE 10 HfEIT B1H & ST H FHaT I Yo B ARG BT AWM
Hifor |
&d
1. Costof current equity capital A= FHaT Uoil &1 AT

Cm il
PS

100000
10000
M.P.S.=100-5-10=85

10x100

EPS.= =Rs.10

C.= = 118%

2. Costof existing capital share Jadcil W Yol &l TIRT

) wmrw wifts qonr e gfg R - uw (Y sw
SRV R TR & fb ToHar 39 ORS Hael qwAA A U
A | GG T B} Mg e 9 ufoad gfy @ amer
& | I Y I ShRgA qui Rafrarast o smuR I8 21 39

gt amm
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62

& I GHaT ST Yoll A arra a1 fReRer Sl A adaE
AT SR | TR 9T g BT AHIE RS BaT e €, 2
fafty & golt & AWK BT SATTOF B 8 89 P A B IAnT
B B |

¢ _DESxI00 .o
M.P.S

C, = Cost of equity

D.P.S. = Dividend per share

M.P:S.= Market Price per-Share

G.R.D. = Growth rate in dividend
SR

a1 ey for. 9 . 10 Yo¥ & 10,000 HHaT fE &1 FfH
10 Uferera Mfgw oR fbar, emiier oY oid &) Rrear uia aui 4 30
yRierd W& | e @ 3o ewar | 8 ufie i s B
AT 3 BT GIOTR e . 15 UG 379 2 | A1 SIS H A 3
Uoll @ T S I |

ga'_

1. W IE ORI @ SR W

C, _D.P.Sx100 - o p.
M.P.S.
D.p.5.= 030 g3
" 7100
c, =219, gy~ 353%
M.P.S.=10+1

2. TR 0 B MR R

=D'P'S°XIOO+G;R.D;

(g

3x100 | o0p 289

dr1¢ (Limitation) 39 faffr & st g w1 81
1. 39 Ry § g8 W o § 5 amie R F B arel g,



ofcr & o T URY 3 IR g # 8N arel afg @ @A
grft | o/e &y =aER # Yar w1 B |

2. MY # glg H R T PAT BSA Bim 2|

3. W g Afds # EF 9 ardie @ A # seaRa gfg
1 A JURIgef T8 Brar 8 | FFE B 9 aet § ' B8
91 ¥ g O A H W B Gaal B

55 ufoenRa 3 @ AT (Cost of Retained
Earnings)

W FHET AU gRT AT T arat F W wegel W
faaRa 7 B IUHT FB 9T WIoA & AF™ ¥ W9 B wu A
G ol § 1 39T TN I @ W A7 o gl e v b
ST 21 S W Bl g3 o Y URenRa M (Retained earnings)
HEl T & | UfoeTRa I & w9 H 6T @ IIRe |rFEl o
Yol ura Brh 81 39 Uy § oW v IE R & ufeRa e
P ®U § WIS Yol B DIS ANTd 78 Bl 8 | FIEIRS IR W)
AT DT T8 R U WEI W W Bl ¥ | T g9 forg
el N yoR o1 He gy w1 S g, frey anafas wu §
fEnRa A B Y T HB ARG G Bl 2 | TP 7 YR
g1 A ford I A # | FB 9T BT IRTTT BT Tell 2 |
S & U WRT bt TR F | SfeT 9RP IH M B YRfAAIRT
AR W T B T 7 | IR TR g B AT JeRD!
gRT T 53 T fafan sraer 9 @ gkt 2 ) wfenRRa e
I AT ANTIA o < IRRfE! e 8wt €1

1. TfE 3 YRS Bl UG AT TR PR UG ATl S w7 § IS
RIS &g 8] HRAT U= |

2. O AW B A TR BRI U fafEie @ gl
SIS BT YA BT U8l 8 |

It ave
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¥ word Refdy ¥ uRiEmRa o @ J/aeR ST §HaT 379 Yol
) T @ T 2R | 39 UeR ure ufdenRar ana o e g3
B TETI § B ST Fhell !

R B urt P FUN B 100 F. T 911 500 I § |
HHA gIRT THT 3 0 15 ©. YR A B R A aiw Ak
fopan wirem 21 RO 9 10 . 9RT 39 DY &R | AW BT YT

e T4 5 . Ui 3w HeE g7 wfoRnRa faar S €1 &l B
TR Gl %, 125 e 3% € 3 <9 # wfoenRa amd o A
I B |

Bl
yfenRa amg & A (A.R.E) = 500 x 5 = 2500
UfEnRa omg W ATYRS gRT B HAe FHa darel AW

2500

‘——"‘1250- 20 39

Uepfeuds TE (A.D.)=20x 15 =300

A.Dx100
ARE
300x100
~ 2500

0 Refy ¥ o9 i ORG @ ERRET 3y B,
ST Il R D B § HO 7 FV TR < IS 8 |

E.D.(1- P.T.R.)x100
(1-C.G.T)A.R.E.

Cft‘.l':’ =

=12%

Cpi =

E D = expected dividend

P.T.R. =Personal tax rate

B.COM-504/64

C.G.T. = Capital gain tax
64



A.R.E. —Amount of retained earnings.
JqIaxvf

T, g1, oS, fol. 7 100 %. qe@ aral 500 3T B T
feparr | R 920 %, Ufr 3fer oY S% W wmter @ wwon & | R
q 15 &, Ui 349 amifeT & 9 H 71 . 5 Ul 3w ufderRa R
T | 3T BT AOIR eI . 125 URY 379 B | 3 URP] W 7
TSR 30 Hfrere Ue Yol & &R 20 Wferd B @) g9 % ufwiRa
3T P! ART 31 BIfoY |

_ ED(1-P.T.R)
M (1-C.G.T.)A.R.E.

~400(1-30)x100 _ 28000

T (1-20)2500 2000

x100

=14%

56 Yofl &I ART AT NG (Weighted average

cost of capital)

orE: Rt ot R A e o & R A R
¥ fAffa 7 BlaR Aty o YR o uforforat & fsor g fAfda
B 71 Yol fisor & gfieem g @il g1 w@ifie i,
Uil & IR, SUTSIS &9l 3110 &6 713 §e1fe edl bl SO H T
ST & g PR goll & arTa Y o Rt el 8l | i
T3, TR Sra geife el o1 Fwgford GHIdY BT ¥ | U TE
Tl g1 faf=T fafanT swamal &1 dmieaedr a1 YeidE B B
FROl golt @t AT T ST XA T ST foham Wi # 1 fd
faferamT TReiTe B U <% WD [T Yol Bl 37N T W Sife
& 8 R RN uara iR o 3l aeTd | B BN W
ffearT weara sifiex 8T | HRr @t aif srote T IRt @
DH BF W AT RSP S T AT BT =0T FRIG TE B
3 @TTa @1 U =] Yol & B U Ted B ST B ol

gt s
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& WTvet wRIfpa fovar Sirem 2 1 gl s & goie T @l WiRd
AR B ART AT 100 § fAIfora v WR e & gon 9t fifdm
ST ST B G © | 39 Yol o A TR (Mixed cost) YoM @Y
HAY ANTA (Over all cost) @ - | A1 WIFT 1T &1

AV (Computation) — Tl &1 i @rTa @Y TR 8 A

foraralt @ grnfed S u=ar £

1. TS ¥ uyge WARa Qo Y Wi Bl 1 AT 100 AHHR G
# Suyater faf=r gt Wl &1 WiRa foran win 1 9ol &1 wilka
Y 7g Jui & A= Akl B YD 4o (Book Value) 3i2rdT IIGTY

A (Market value) 31 IR 1T 1T & |

2. UG Yol U Bl Jer—arer fafe |nrd sia ot S
2

3. guil & el WM WR o 9l B BT N GERIE DR
forar <mar R

4. YIS GRF B Yol P ARe ama wd 96 AR @
TP T IR o & 391 O el BT I Tl goll ol 3w
AT PHEATH 2 |

IQTE
7= EaRll & SR W YEl @l Jd dFTd o
P |

yoft & faf= wia geaf¥ ol are @ R
(Various sources of capital) (Amount) | {Cost of capital) -
HACT 39 Uil (Equity share) 10,00,000 7 wfeer

yaifier 3w gul(Preference share) | 20,00,000 90 Hfcrere
Fga Yot (Debentures capital) | 40,00,000 15 wferd
gfeenRa 3T (Retained eaming) | 2,00,000 12 wfcrerd
Bl




Weighted Average Cost of Capital

Sources of capital Amount | Weight | Cost of | Average cost of
capital capital

Equity share capital | 10,00,000 10 7% 70
Preference share 20,00,000 20 20% 4.00
capital
Debenture capital 40,00,000 40 15% 6.00
Retained earnings 2,00,000 02 12% 24

| 10.94%

57 Ydll @ AN $T A8

TR faameRT @ sila ey yewm & a5 F §of &
SATTC JATEIROT B PIg Fecd T8l A1 TAT| Fifh 36 SFEron J
BN B AT W AWF g fear 77| 7 5 Pk & Wl sugn
wR| fog g farer G & aFa sauRen &1 g
TEEYU! WA <l & | I S¥dIBRYT (Globalisation) T Ffikiaror
(Liberalisation) & uRaw ¥ favs ey & Wy uftrauf 2 @
aegd B W 2 & ol I AT I@uReT B 9 dgie
3T ¥ WIBR 7 P Y AEIRS R W AT =T,
A JfETEReT Ud o SidadIaRYr °g VAN § arr oY |
Uil @) AT AR &1 Arisar @ fagas FfaRaa dide &
F=rta o o wdar B |
1. Yoll 2w fAoias 4 sere - goll g aeh
fofas & oot &1 arTa sruRem AewEget B ¥ | g e o6
fafeaeT weame @ Wl sierar st F1 SR fAfE @
AT Bl € | ave: fAFRT 9 g ama vd golt @ nTd &
He] IR BT © | A% AR @yl o &1 e Hea
fAfR=IT 9 AT (GO @7 I) B TGS SRIaT A B o 98

g5t v
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fafrinT Rerg e g, fheg Ak R @ gl g @
T e ffrE @ o @ &9 @ @ 98 e s
FdIBr B |

2. facha Pl ¥ wems - |7eT @ srwfa yea ot
e THR @ i fofle o 89 & o9 amiw Mok,
edde Gof Ay wewlt fofgs, ol @ gAfafarT s
footae anfe vema g1 39 fargelt W foofy oM & gd goit @f arra
B & H @1 A B
3. Wwed gq Yol axTer &1 freiRor — awga: = wid |
U1 golt &Y A1 BT AR 6o A Srderd gull WXaHl vg
sraegs g | R st § 9 s Rec & o @1 am
TR A3 GOl & AN SRl 8 | STeTdha $H AT arent Gl T
g H7eq @ & ¥ B 8
4. gl e &1 FPafter - goft fam ) %€ w® § e
wregE ¥ g ¥ suae ff R fieed @ siftfe gea @
g WEeTl & fhar o waa 2| guh fias &R @ el
R B ol O AT T 3T Hedqul I & | e ol
> FuRor &g Ry yarE GO 1 ara B gAad a
T4 W69 @ TR X Bl ARHaH IR 3 T HeH I
aifed |
58 facha fofa & ot & AF@ & AP (The
role of cost of capital in financial decision making)
R AR & o i Rt 4 gt
ATT BT IS R 781 AT g dH ARy & sl A
ol ¥ goll & AT BT AEEYEl I © | avge: BH gT ford
T RfRT Tl Aokl § golt @ arTa @ TER e gedr g |




fawira fvkae & goit ot g & 9fer FefaiRea wu § @R
@ T B

1. ol ot e Pt — 4o aoT T v 3
ol I ST Y YfAehT ST Heaqel B ¥ | axge: e o we
P! gl B ARG AT T B I GATH TR T e g
@ gId ¢ fored B4 X W Yoh e & Rt o) oara B el
e <1 S "o | Y aRarern # faf w=i ok A
@ YE T Jed P SRS B IR & forar oiren @ | awga: ade
uRied & 4ot &1 @ sruren fRicia fofa @ sueve w@wy
=T SRR B gt B |

2. Yoll SR & Imaiow ww=El o — W@ deife
TS G G764 @ fod # aaeran goll S 3 GXem &1 5o
faar S § | wreT A e @& wfaa Qe ¥q W@ goh
TRTT BT ~gAGH HR- &g Y GOl T K Yo BT IjaeraH
fAsror (Optimum mix) IR FA BT Y9 fpar wran 21 Ry
TG D1 Yoll B SN ARTA DY AT & §Y 37T Yol qer oy
qoll @1 Irgerera fAsor IR = 1 uae O o @ | R
HIGT Bl Goll B S AR Bl AT @S gU I B IR
T DT BT T Sf T |

3. I facii fofaa - s facia foofal & e ool
AT RN &7 yq g goll 8t 8| 59 Argw | P
Yol T e = T ol ¥ {61 ol Wevem & | i T wfae
RO Aifedl & fafkor # f g & arm &1 RigF =
Swrf g 21 e AR a7 Rgra o @ ey or
frafea & oo § vy & Fidew awar 2

59 R '

o 6 g9 ora & o i i Sem @ darem & ool &t
Heaqul YT 81 & | Gol @ 3rTg # & fhdl o) 9em @ ware

gsit =T
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B B W TE PR THd | IS A W IeW &1 9gew I
T T QI BT BYT & | & oty e @ TR e
YBR B AT DT HH BID & I T & | 7 &8 i gl
¥ g EF arelt Yol @ ARt a1 a9y e e ARy | oiy
ool B WU ¥ Wi ol @ i Pifdem amTa T e g v
39 GOl TR @RI QT TSl © | ATiE 3 SN0 aRgBny STel
NG AR HOGEY W e PRed w & @ B
fard w9 § uftrad ST g B | e # i @ g § e
Y AR ST THR S ©Y 3§ T8 ST TS ¥ o7 & T

e 3w G Td AT G T e s e e A

oy gl ﬁamﬁﬂflﬁqs’rmﬁl

510 ARG YT/ AT

1. Yoll & @FTd 9@ Y a1 HHETd 87 -

2. Y KT UGN P AN BT AT DY HAI?

3. meﬁaﬁmmﬁ@rﬁﬁﬁﬁaﬁml

s RwIRa o @ & 3T SRR T B AT TR
Y PP

5. R Fofa % GO 1 T A s T o foral

6. mﬁaaﬂmqyﬁaﬁmﬁmwmﬁ%’?

7. qgrﬁa%awaa%qwaﬁﬂwmm

EaERS 9o

1. O AR T SETEEIR . 500000 3 to SR For
T3 T PRI e TR @R § PR B TR 20 TR 8 B g9
¥ U Yo B AT S P

IR — 8 ufaed



2. o fOH waa wowsEt B get IR %, 1,00,000 & R w®
10 TR <161 <7 7 | 01 03 & WHed . 100 & | Yot @ ey
HIA BN 4 0 A B Ffae e s & 1 (1) I R (2)
10 YR 922 R (3) 10 wRrera Mfvgw wR |

Iax — (1) 10 wfdwa '(2) 11 ufoera (3) 9.1 wferera
(3) #rST T wEW foT. BT %. 50000 B 10 R KIS BT
fetee 5 wftrerer e o e T | @R @ 7R 40 TR &1 0T
Goft Y AT B A B | A FARI A . 550 B |

SR — 63 ufaed
4.  Ige YIS 9~ A 10 Hfeerd AR, e o1 fefar fasar
mﬁwm@mmuﬁrmﬁ.%ﬁﬂmwﬁmﬁﬁvﬁﬂ
B AN S BRI R ew . 120 B9 @Y g9 e g
g |

SaR — (1) 125 k@ (2) 833 uReE

gt e
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2

ﬁﬁ'qiﬂ ﬁ'u'i'q (Investment Decisions)

B.Com.-504
Toeier gar=er

TS -1 5
Maw a3 faversor

TS -2 9
Uit aete frutas

THTE -3 41
Usft weeen & fagr

S -4 62

gfemes d favig sHes
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WO ARIYeR T FHerara - eAw
g0 elivrers SawaT G wWHyiEn - SmE 99
sft @ao wero wHIRTET perdfda - dfad

HIEHATHeh THTe

To uqfera sfamea PR, gy R ofwg, 78 Rt

fawra gweA

0 TS Hifeer SNE, HfET e fovafare,
ERIEEIE

[QECED

sfo dto o afea frex, fospm favafaae, s

wrel e wr # fawg @ el Wit e v fer e wu @ ies & W & 1

© IW Y T& Tve He favafaaed, somRER

ﬂﬁmﬁﬂmlgem-mmﬁiﬁﬁmmmmmﬁﬁrﬁmﬁ
B.COM-504/74 forf srafy fore, o, Piftvaliames sreran fnel o7 we & O S ) a1 TR G 2




W|Ue-2 TR

W Gue § frfole somdl | S o T ) v s §
S & o et & s T | i sy s § o w5 g
S § 21 it s & G aet fofem, o s F O de ¥
Rrgm @ wd 598 7 wRerem W@ fode st & s 3 §)
A afteer T it Seiterss & v, wew a1 e @ e s e foven
T 2
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SPIS — 1 wIfa¥ uay a4 fazasor (Risk and

Return Analysis)

TP B HRET

11

12

13

14

15

1.6

1.7

SECE

YRRl

SREH Td 3

SIRgw TG Mg @l fagelyor
e |
KEHEC]

b WRP W=

11

SR

T9 PR B UeH @ 9IS Y $6 I B W b —
SiRgw &1 3ref T we |

3 T 37f &1 WD |

IRew Td 3 o7 fIeeryer IR | |

SiRe™ Td 3 BT foF @ AT W IR PY WD |

1.2

YATG=T

SR Td s @ RIS faRuRT I8 © & mygfe

FEER A BT TR OiREE A gRfaG ] | 9w
AT ¥ A HHFAT SRaT D HIR iR el & | fore gawrg a
It ¥ Ry e SiRaw Srar }, SU awTd U4 U # So e
% T ) TR SR B & | R off wrae % SR T o
1 T & Y arerT =81 fopan O T U 3918 SikeH Od
g 7 3f 3 faveiwvr @Y guiar ® | fe) A HArgER ol
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fafrim fuig
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6

T & 3R 3y v Sifaw @ fRfva ke & weE so1E @ W
¥ e fobar T R
13 wIfRE¥ ¢§ I

e ol 9819 Td SR o SR IR UREIeT Eied
Wl ¥ | @], e Wil F R we] Abe @ ud R
e W bE Yol BT A JTher [Har ST & | e & fog
SRa T a8 & BT HHIRY TTc] STERON & | T TRIT TR
ST T F1 TR BT T S T & T ARG B R
Ry ST IR | ST RO 1 SRR B I ST
AR o @ o B SiReE Shed ¥ Rfwedt s
g F8 Y 3R 9 R aiftre 3y arEd, AW e Uh
oRelorT T o 1 SRa aife @ | R s @ Ry
31 T SIReH & 99 § W) oF-od 95 ¢ a8 R saad &
forg T @ T AR <X # aRlR 2T AR

1.4 wIRay vd A &1 fazayor

3T




dofous aRaw=rel @ foru amer 3k ofRew & Hdy 1. 9

IRASHT @ Hdy A I—SIRaT B <utr T ¥ wey arEh

Sucrer yRAT ¥ 2 ® O e o wd @9 wifaw el
oREreET 8, 3K T8 IREET 31T SiReH B G o TR @Y
m%-lmuﬁmﬁmmmwmmémw
i ShRew od @ o AT e & | R aRare o
3 BT TN 1 S, fafeT . 4 aRdie ik & s 'R
TR Ireed! 3T UK AT & | GRAISHT 5. 7 9a9 e WiRkaw arelt
2| Afh I8 A% o Y aren v@d) { RAwET . 6 SiRaw
<faa & &t FiEa uftwa @ arr fafa o @ W faffam &5
W@Wﬂ%ﬁ%ﬁﬁ@ﬁ%lﬁﬂﬁ%ﬁﬁw
s & B

3 75 TR I % UREIGHT . 6, 3, T4 7 T YT B e
oo & I gfr ¥ SR Td om @ dr B -3 B
el oA & oIk 59 49 oReEe B Y & Heif e
w1 e & | 4 @ aRESIY SiRe a1 Y W € ok s
gE T g g & R R w R @ o
SIReH Pt YT D I 6 AT 3 AT 7 URAST W 0 Ft fafgmr
& uRaRfa s # RFERT o) Ga # | agfie gol TR o
T R SR wRrfRrE B T o e 3w el F v
R g @ e R A Tee ¥ e Suerer @i
SRR STerer B 2 |
15 WRE | |

3 AR IRew U g B iR 8| adAm gt g
# 3 3R IRgA & IR TR Afd SR HRIF 31U & BY 31t
T B B g SiRew SoT & v o afd vd wer SR T
oI 9 M BH AT H SUIRTT R U & | 3 AR B9 §. 377

Shftay vd g RAvdw
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8

IR GIREH T TR A TRMRA 8 iR FAE aar o |
3 ST @ WA A P SEewl @ o uReEr g

1.6 IIdoll

wiRem — iRew va U Arew wifdd © o/ 3R w®
ST T S & | R I B S e & e & | W
fdd a1 G forae aifde wrgdl 814 § 98 SoT 81 3ifEd oy
HA B |

I — AT A A Al I A b g fafEn o
T G5 @ Tael § ured @ T I, g HEeh ® | I8t g &
TR SIRGA W ARG § 39 3 3t B & forg e
SIRaA @1 3aedeal B @ |

fagaiyor — favomor ¥ e I8 © & oy 3R AiRaw &
99 T O G § 99 G BT AN & HRH W ST T
.

1.7 WP U

\ e (dred) § oiReE § g 9 &7 iR
3 TN | AIRIH B DY b9 fhar o1 Gbar g7

2. 3my AR WRew @ favemo wRa gU R gw I SR
SIReT & TR P WL B |



ShIS— 2 ‘iﬁﬁ goreq fAvfae (Capitgl 'Budget_ing.

| Decisions)
FPIS B YT
21 g9
22 Yol goieH

23 Yol qoeT BT 3F
24 @WWW
25 mem
26 wwaﬁm
27 qsﬁmﬁﬁfﬁa‘?
28 WRE

29 OKEel

210 WS YA

21 SEQW
e T G ———
s g;'haaaﬂaﬂaniamwbﬁl
o oWl qTEH BT AET FaT Hapl,
* ol 5T @ &3 Bl FHIAT A
e Al goTeH @ Uik wHS |,
- ISl gote @1 fafal ot saren e |9 |
22 Y&IEAl |
Wﬁwﬁ@wwwm%ﬁrw & COM504/5 1
& Tl 3T BT oMU # SR fae F fraRor e & Wi e 9

- -




i faufa

B.COM-504/82
(oMo

PN AR B ITHY B © | TR 3B18 A Goil ore B 37,
T B | R AR A B TS § | Yol g B
Fof ¥ vo wewyel werl @ WU ¥ wRgd fbar T B

23 Uoll 997e &1 I

mmwﬁawﬁma’rwa%sﬁ%lma
GO | QTR @ & BN & Rt am atiiead Ta af @ oraft
T % 9T B 8 | 59 ¥, goinrd g &1 arad U &Y 9
2 & R B 1 a7 a8t @ o e <& € | ol @rd
@ P FacE @ g9 @ forg /e aaite &1y fear
ST 2 S Yol gofe Bed © 3¥ W wwfeadl § faftranT &
WE= (Management of Investment in Fixed Assets), ol @@ fAvig
(Capital Expenditure Decisions), Yol @4 Y&+ (Capital Expenditure
Management) I STeidTee fafaiT foRa (Long Term Investment
Decisions) 3Mf& Wi W M YR W1l & |

ool qoted &1 e Yol ffam & fow gafsa @
ISP IR TR R | Il 8 | 0D IRWIG Qredleie o
UST ERA dTel YoiTd gat 1 i @ e fear o @
q SUTE W B el FGNT BT YA A I 8| T8
remTel AN 3 arTa—aay fageroT (Cost- Benefit Analysis)
TS FalaH T 79 GAREd R 7 |
1. fiices @ WRR @ 7T ¥, ‘goll ot wfaral @ fog =i
&1 fraerm & ey ol saftrall # el ura g I
2 fed ® aER, U woed goh @ R AR

SR TRATRN B S A W & b Gl aerest e
oo A wRfRa it @ e sria darFl & 999s




ST YRR PXb B & A DI AR S D1 A 6
O & | T WS @ A GG B ARIERN BT AT W S|

24 Sl 991 &1 W@ (Importance of Capital
Budgeting)

# R fear smar &1 $olra 2@l & frdiom, fofaa aen
Prizor @1 e a7 @ sfv @ o awiee B v T
e 2| P PO & e HEe Y ok I e PR T
& - | |

(1) Suga RARENT (Ideal Investment) —JoiTa TRaSHTRH 3
) wltee Rived a1 g o aore o TERIT W ST W B
ST 2 |

(2) A (Forecasting) — Yol guieH @ g =T dafous
RGN B AN § @M BT AN RS Joicdd IaTT
e T 2, $9% WAy ATl AT BT @A aRId 81 Al
g

(3) wifaw vd aifaRaaar &1 fazawer (Analysis of Risk and
Uncertainity) — 9% w5 Srafcadl § 980 affte &9 &1 fRAfaarT
S @ R R o B, o § 959 e W @
FFRTaT & & | oW1 @ go B W TRl i ge 3R aar
BT AR BT e HelT T Hhel %I‘i\‘rﬁws??ﬂ‘rmﬁ
Siff¥erasll @1 gd faveryor e e o1 At geRd v B |

(4) <A fAEEOT (Costcontrol) — Tuil Fuies @RI W =07
@ 7 A geM @ S Rl ® R faer @ A

HERS BT § I8 AR D 3P dedl oI 214, T AT Pl
IHH DI HH WG PT UIT PRaT & |

Yot g fofem
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(5) wrafddar HHTHA  (Ranking Priorities) — Yol I91eq &
gAT B JHR W fHar S |@Har 21 Yol aoes o walaw
RIS & 997 9 Ag@yel HfAaT gnlt 2

(6) wuEET @ AT — Yo gore & AAH F GOt Bl &
QA fban e & | 59 i @ Ifud wHg W araen e an
M A Bl sae R At Yo Soed 9 B o 21

(7) ®H B GBIl (Success of Firm) — T¥ &I 9Tl AWHerar
P &S Tah Yol gote W iR ol 81 78 ol & wguam,
T g, ol 4§ gfE wve w9l @ smyfastaeer 7 U,
e & gRI A & W R IAgdel R STefell 2 |

25 Yufl I9e &1 &3 (Scope of Capital Budgeting)

Uoll §o7e @ &3 Bl W R4 & o1 fifdra uRarsrmil
H I AEAWD & —

e gfavenua gRAISIY (Replacement Projects) — 3
uRETRI & ria iUt ar smraferd wefiei @ e wR =
i B AT AR 8| 9 T SudRui $1 gfoRemas
URETe™ AITd # $HI, IR 9 oM H gfg B Sgavd @ wH |
g R fgr S Afey |

e faw@r yRAISAY (Expansion Projects) — dTc] @I
Bl I & forq fIRTR IR Uawrds 31aw BTl 3 o ared & |
T8 AAF G WG BTy, qE AEET G WA a1 R,
3 SIS BT HY 39 NE D AR IRISIRA B STIERT 2 |
favar fofa faf=iT & arra qur W aM S MR W BT Eh
gl

e 3y U9 fa®™g uRAISAIY (Research and Development



Projects) — ggaT®R 3NeENIe 3HIgal § Y Td fIHr4 (R & D) Bl
Uh 9 AT 8T & Sl a9k 9, a9 9% 9 @I, TO7 e
R, anfe & forg @rd axar 71 9o forv fgws, dsnfei ar
HATEHIR BHI (Consultancy firms) @ ¥l WETIAT ol ST Hebell 2 |
T UPR @ TRAE B 8 G fiofr o oo a3
3Tt 3Tl

e &g YRAIGHIY (Welfare Projects) — 50 wodmo
IRATTY Terel @& qRERfar &1 v B @ Ry S 3
HHATRYT P BRI, TR I SATGHAT TR el R TSell
g1 W uREeERl H o waq, dvdE, @ deF, faere,
FARGH T, TguvT i, faftcarer, anfy & @ wfier & €|
Wi uRamR & fAofg @1 Sefereis aRten # | & A
g |

o yfuser uRIAwANY (PresﬁQe or Status Projects) — B
TS 30 GfTSH bl &ifd P SHM 8 Wed g JATeienH fasy
faamT, wRIRfAE W 9 SRR @ R FRK & T guiTd
2t AR T W W F AT e § werdr fed
ol

2.6 ol gt @ ufhar (Process of Capital Budgeting)
AT Yol gote @ wfar 3 = dew S W § -

e UWIGl @I YW (Origin of Proposals) — Toil aoieH
ufehan &1 ggen o1 AT TRaTal o gReea W BT 8 | ST
ISITH TR FHAT | AR Aared Te=T T st off WR 9 &
AHAT & | Wl famrener o= T @ wft wvarg ted B @
qre, for ag SRId awsar € wrei 93 @ $u # guic 9fifa @ a9
Wl 1 & | 95y fafe uwardl @ gl uw § e @R e
I 7 |

gsit arere Aol

B.COM-504/85
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‘14

(1) v A A, (2) fWrn,  (3) uRdeEn @1 9uiH, (@)

oRereT 1 S5 @ SR (5) SR gw . (@)
AT IR Ud GHIT ol aRi, (7) IR 9 s g
wd i FiRew |

° gFaral &1 GREvT {Screening the Proposals) — duic
affy e Rurmeset grr ua R el @ Ik
RS WiE R & | I8 Sifd Sed Ya= 9 goic i @ g e
TIRT ATUETSl & MR W & Tl 7 | AR TN g B 2
% uxa wen & e e FRiBEl & 3w © A TR |
- = favml grr oega TR fRE 81 € 8k 9
ARG AT TEFT T & 7T&] T B | I3reevr & forg
W # IR ue 4 & SN & folu Seured Hewe e
fomfor @1, e yere AfRAeH BT @ &R fuvE e
AT A FT IRATG IR A Al FID! WIBR XA Bl DS
FIERS Siferg -8 a7 & |

e Yl &1 YeAIdA (Evaluation of Projects) — faffaiT
TRl @) SUAET BT al o @ forg Yol awred o fafve
AHAIDI BT TN PR b1 S Jedis  far Srar 21
IR B T, YHIRIG 3T G FHrdl Bl hrRiDI, NS
&1 Sreag JaRerdar Y, ymirad= srafy ffd, fRfd w® gam
& 3 <X, g qed A, U ot aRe aX Ui ddeiel
& T & | T T A BRI O o v 8 & R
e, T 7 el i @ Sfe wE R 7 g) @
TN B | TGURTT WA 9 Sireqdr Ufiasd (Feasibility and Viability
Report) TR f&ar &1 & |

e  URAISAT TUH (Project Selection) — duic g faf=



yITal 1 fageryur foham STaT 7 A e ArsTiet @Y Bie foar
ST 2 | S SiMye IRETSHIT gl € 978 %A & JoH g Widl |k
Ml P AR TRIfAedr & SR W gAT Wl 8 WH al
URIfAAT TeTT—3telT THT TR A= =1 81l 8 [0 nrfiesany
3rqul GRAGT BT QT &=, UfoReImue aiRarsrr, e @ gRem
URAGHI, dRTT # S A aren, onfe | wEfRia & A B |

. Jf~aw SFHIG (Final Approval) — duic |fifd fafi=
gRAISIRI @ wrRIfAedr FUiRd @ Gerae qvsd & aR@
It~ Wafa & fog Ui ol 21 s Fofla &1 e
g1 WA HATADl B UM Il © | 9 Sifardan, amigear 9 sl
AT DI &I A Gd gY 94 31~ AT < Qd & dl GRS
B AN BT AF Yol goie H wfwfora & far o &)

e ¥ ARGABIUT (Expenditure Authorisation)—fail
RIS & W9 qIf® Goll goic ¥ A o) fordr Sir € <
fafrT favmmeaer @1 Jmm—amw faWmT @ Aol @ fhanfvaa
& Bq IGa far arar 2 | favrmegell & U oS @ MR
R facig A0 &1 yewre g el & SR HRar & |

e  URIISHT a8 U9 VA (Project Execution and
Feedback) — IRIIGT & @Wd & foly arafdd Wafd & @15
feen—fAdell g BRI TS (Guidelines and work plan) @ 3R &R
URA T orar 8 | iR arafde sadl @ goic di | Aled
T R e o ey den oR gd FuiRa i 3 afits
B TR SFdI [ITelNer R ARTG A H GEeE fHar |
T1fev | gRASTT At o) g9l e & fog |Aifdes qote Raie
TR Fxam Ay foed Fafoa oo ¥, avafds g af
3R Iugad IR F W Ieod B |

ft arsrew ot
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27 Yoft aoeq &) faR™T  (Methods of Capital
Budgeting)
uRareRl | Yo A @ defeus uwardl & qediaa
o yg At e 8 -
1. 3iNd g < fafér (Average Rate of Retum Method)

2. 3UaiRed Wds gare fafer (Discounted cash flow method)

3. 3uRerar fafdr (Urgency method)

4. goaracs mafy faffr (Pay-back Period Method)

1. 3itwa yearg <% faftr (Average Rate of Return Method)-

59 fafYy @1 faciia fdavor fafr (Financial Statement Method)
i fAf¥ (Accounting Method), ARG Wa™@ <X fafyr
(Unadjlsted rate of Return Method) 3nfa i & ST Sirenm 2 | 39
STy &) fafYy swferg et wirar ® ife sud fee
uRare § fopy T RAFENT R v @ R O S @ o) 8
e A= 9ut & oo @ I T & JTRT $T FARIGH T8
forar W | 39 Y & aaR wiv fafd=T uRaiemel 4 4 el
TF &1 I99 T BN £ A ST 799 9, o e W)
watee eRft | wrmra: I Y e aRareFsi @ 98 8
wygaa eril B
N\ I T DY MU

zq fafy & wa U X @ UET R 9 B @ UvErd
g o s o aiaa R 3 Rl w< H SR 21
Average Rateof Return =

E 7 (Average Annual Income After Tax & Depreciation x 100)
Average Investment

PR 9 BN & qgara Ad aifies 3T (Average Income After Tax and



Depreciation) @1 VT 8 URIAG & Wliaq Fid . HIE! il
(@R 9 3N geN B 918) DT WS a8 B Bel e § fpnfor
feram e @ 1 o fafveT &6t iRy @ wrorT uRfves fafsaeT +
safire e (@2 B) B A A A R A A 2|

o q‘gﬁﬁﬂqﬂﬁﬁiwqﬁmﬁ'wéﬁrﬁl |
o U faf % aRdier & wwgel anfdfes Siew &1 eam # war
ST B

J éﬂﬁﬁﬁiﬁﬂaﬁaﬁﬁr&w aﬁa@amf&mw%l

e FNITR D UWEM YE M & W 89 D SR I8 A
T IRAA® B AT4Id Bhll & |

o U AR &1 v B vl A oRaeTel @ uRwER®
gorT @ ford + fasam & W 7 |

e Iz fafy vy a A I Fah 2 D R woF a9y A
T 3T 9 dfod a9 F g 3y 7 Pig S e b e, o
Iferd 21

o M Ul SR YU X B YA & HU # FEiRa B wo
P Bl ¥ | a5 3OS FuRker § AT @ Sreafiedl BT GERI
forar wrar 81

o 3U AR vy = A ama vd RfvErT w=dt @y s

ST 2 foea 3t @ ar § wawe <gar 2

o 39 AR ¥y <) B TUET D AU SREiHT o BT WA
fear e & S 75 RS @ T B 1 Ape sFadare &
Tl ®Y 78 BT B |

JQTeN — 1

WWE&WB&OOUH%@?M‘W@
20000 %. B | 399 WF Uid 94T & T BN Ud dRI @ O A

- gt e ffem

B.COM-504/89



fafrt frofa
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15,000 ¥., 19,000 YT, 21,000 ., 27,000 &., 31X 40,000 F. & |
& R 50 Ufera v wr Al s 9 wifeg | e @t s
TR TR BN AVFET DI |
Solution,

Calculation of Average Annual Income After tax and Depreciation
average Income before tax and depreciation-

Rs.
(Rs. 15,000 + 19000 + 21000 + 27000 + 40000) + 5 24400
Less Depreciation= (80,000 ; 20000) 12000
6400
Less Tax @ 50% 3200
Average Annual income after Tax and Deprecationew 3200
(i) Average Investment = 80,000 +20,000 = Rs. 50000
(#ii) Average Rate of Return =
Average Annual Income Afier Tax & Depreciation x 100
' Average invesiment

Rsiﬁ(ﬁ; 100 _ 820%

JqIEv — 2

famfoiae fafsanT vl & aneIear A TIds Jafer
fafr @ B 3ia uu <) fafr ¥ Sivfias dfvg |

Projects A B Cc D E
Initial outlay (Rs.) 25000 3000 12000 20000 40000
Annual Cashflow 3000 1000 2000 4000 8000

Life in Years 10 5 8 10 12



Solution,

a) Ranking According to pay back period method

Projects Initial | Annual Cash Pay back Rank

Outlay Flow Period in yrs
A 25000 3000 8.33 \'%
B 3000 1000 3 I
C 12006 2000 & vV
D 20000 4000 & II
E 40000 8000 5 I

b) Ranking According to Average Rate of Return Method

Projects | Initial | Average | Life | Annual [ Annual | Net | Average| Rank
outlay | Investmentlin | cash | Depre- | Inc- | rateof
Yrs. | flows | ciation | ome | retum
24 7-3x100
A 25000 { 12500 10 |3000 |2500 |500 | 4% v
B | 3000 | 1500 5 1000 |600 400 | 2667% | |
C 12000 | 6000 8 |2000 |1500 |500 |833% [V
D 20000 } 10000 10 | 4000 |[2000 | 2000} 20% n
E | 40000 | 20000 [2 | 8000 |3333 |4667|23.33% | Il

frepd — yearda el ffy e v g R R ST &
3 ¥ gRASHT ‘o &1 g e amYg 7 |

() 3IueiRea Aps vare fAf (Discounted Cash Flow method or
DCP method)

YArIEa Sfafdy fafY g @iivrd gy <) fafdy 3 9wy a@
P IUeT B K 8 | Ik ATRed Wb yars fafdy § a1 & ww
7o W fady wu @ e e o 7 gdlifee 59 R o1 ¢p

B.COM-504/91
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fagT I 9eg fafY (Present Value Method) JeTal T AT
vy fafer (Time Adjusted Rate of Return Method) ¥ &&d & | 39
fafey o wdverd ==l s S S 9 1951 H USRI A0+ JHID
YoiTd qoted # @ oY | g7 Y 39 arafde aRon W EnRa ?
& 0 BT | el aReSTT R o @1 RN o e ¥ @
BT § TEfe SN I Aiasy o fafvsr ol wr &kl &1 e
fafRinT 2 AR B JoET S Wl A & IAAA Hed TR B
Y TR | Rl RPN @ W o @ ada Tea P
@ A o W IR fhaT ST 2 | JeiRed s vare faf
T & araifd FeafaRea O Rt wgea o o wad
@)  gE = e R
@) miR® g <) fafy den
(@) ST Yedbie fafer
e fawge [T 36 R € -
@  gE T e Al -

I Y a1 & WY e W SR § g9 R | g
AT Hed DI TTUMAT B @ forg fafaeT | wfisa A ured 819 arel
AT T W IE I o ) R S A o #1
@ T ¥ Ade 98T YARI B HA Ped DY Tl B B A 2 |
FE R W eRad frar o § 1

I 48 Yg adH Ted e €1 o T aRadreEr



D1 T T ST AT 1M 781 | 39 YR e UfRaroriait
q grRifAdar o R 99 g T Jod @ IR R e
81 o R ) gg e e afdead g, S9
HEAG BET ST |

IE T 7o B T ff aRAIeHT @7 g adEe
H 7 YR W WReIdgd® S fasar S e g |
t. AEE SUhH B Yol NI @ MR WR FHINRG Frd
&R &1 fAgiRer far S 2
2. S F T B AT Ahs SATET & g qod Bl e
TiRG & Sl f3ar ST 21

3. SWIF §o g e W 9 RAFET and geeR Ig

I Gl ST 81 Il © | 3 WY 9 59 o fafdy @ e g
q fbar o dHar 81

Net Present Value - Total Present Vaule-Investment

(II + l'—' o+ l? - In)

V=lin (A0t (+r) U+

Example 1:

2 fora Jde =ivare swd uiE ot 987 A 99 ger 8|

Rs.2000, Rs.4000, Rs.4000, Rs.2000 and Rs.1000
Cost of Machine -Rs. 6000

Expected Rate of Return - 10%

T S Y IA o DI DI T §HD) ARTRTIDH]
W feao Hifrg |

qsft asien fofaa

B.COM-504/93
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Solution
Year | Cashinflows| PresentValue [Total present value
OrRe.1at10% at 10%
Or0.1

1 2000 1/1+.1=0.909 1818
2 4000 1/1+.1)%=0.826 3304
3 4000 111+ 1)*=0.751 3004
4 2000 | 1/1+ 1)*=0.683 1366

5 1000 171+ 1)5=0.621 621
Total Present Value 10,113

Less Initial Investment 6000

Net Present value 4113

TR T A Jod 39 RIfENT 9§ it @ o g adw e

4113 . Y9IAD o | 39 A9 DI Y BT Yg & I AMRaD

B |

Example : 2

TR USRS foTACS Udh ST WIT9e oRfTI T fAaR ok w8 2 |

T dhicdd @ 3N SUaeT 2, O § U 35 IlTd B0 40000

& | ©Ive] B AMIRIGHAT B ol e F g2 B &R 10 YRR
YART BR1 B | PR B 18 G M 39 TR W Enfi—

Year

Plant (X) Rs.

Plant (Y) Rs.

1 2 3

15000 25000 20000 20000

4 5

15000

8000 15000 25000 30000 22000




P W wve S amwE R g ([T - e
®UY B GHE Y 10 UfAed & §e¢ W 1234 AR 5 ¥ &
31 ¥ U 0.9091, 0.8264, 0.7513, 0.6830 IR 06209 &)

Solution

Present Value of Cash Inflows-
Year| Cash Inflows Present Value of | Total Presenf value
Machine | Machine | Re.1at10% Machine | Machine
X Y diécounting X | Y
1| 15000 | 8000 ~0.9091 13637 | 7273
2_ 25000 15000 0.8264 - 20660 12396
3 | 20000 | 25000 0.7513 15026 | 18783
o | 20000 30000 | oesso | 1s6s0 | 20490
5 | 15000 | 22000 | 0.6209 . 9314 | 13660
Total Present Value . 72797 72602
Less:l Initial: Investmept 40000 40000
Net Present Value | 32297 32602

GRE %"{f?ﬁtﬁlﬁa Y &1 el aEHN qod WIve X ) gl A

IR 2, 3T ©ve BT IRATT EBR BT AP IS BN |
(@) amaR® g <% A (Rate of Return Method) -

qﬁmmﬁmma%wﬁr@ﬁ.mﬁmmﬁ(lntemal
Rate of Return or IRR) ﬁmﬁwﬁ%aﬁﬁa%mw
3l VTSR B2 | QA S0 H, P T o LI & Il B |
IR YR G DI GRATT — PRSI B M TAIRITIH

5t 7 faofr

B.COM-504/95

23



B.COM-504/96
24

3ifth UHSUCTH @ AJAR, "IAIND UG R &S Bl 98 3fe
ThaH <X Bl & O oA fafaeT # fafafore ool R faem fossdt
1Y & FOIY I A o Tl & |

RIS s Sirer & S fafais | urst €1 arel ueani¥g |e
RIS IHATEl @ oA Jod Bl A & IeTT YiaE | &
ST gl 2 |

39 faf &1 v a9 fobar e @ Srafd Ufiia o @ &)
(Required Rates of Return) = HTcfH &1 | T81 WR fAaREf= uRaeHmsii
QiR RS gell fafEanT o wad o oM@ &% @ U
oy ST 2, 7 5 gk # yefe aed &) @) g g9
JNIRE FedTd Bl R Hel ol & | FB f[AgH 30 g FHI
g ) (Time adjested rate of return), R ERITCK] m Udle &Y
(Discount cash flow rate) 31f& AT | 1 g & | f1 Arowfrdig

T W IM<IRG Ui &R ST Bl S Weball 2 |
? 1, 1, 1
b L —
(1+r) (+r)y (+4r) (A+r)
RR = Internal Rate of Retum
1"1# %= Inflows for different year
R = Rate of Return
O = Outflows

RS YT S B ITIET — INARD Tea1d G¥ ST B
g e <) oRRefor &1 weedl & : () Aebs 3 Sare o Wi
AW BF W, (@) Uhs JUATE DI IR AN 8 W |
(@) Ve aradare ) AR AR B R (In the case of

even cash inflows)




vl T ¥ urfe fafdiT @ iR | Jws sravarE o
SRR e A e R A s e 2 e G G R )|
wRE (Present value factor) PHEA B | EX3] CRLiE| Hed dRE 7|
il AR | 3T T o & A Q@ O § SR 98 R )
P ara o & T SR T TR AR B

Y URASTT B I 80000 . © IR FHBT SIA-ThIeA 5
¥ § T 9 Jhs IIHals 20000 . © f U q9M H

80000 _ ,
A Hed BRD 20000

Ife ol 9o qe ARl W 5 99 @ | 4 B I
Ig 8 URIed @ 1A A9 BT 2 | 8 W W A 4od aRofl #

3993 3ATAT & SN o194 Y & GNeX & | aﬁ:an?rﬁaswua%a?
8 uferera 8T |

(@) Ads IUaE B AR FFAF & TN (In the case of

uneven cash inflows)-

I aRaeT ¥ Aws sarel o AR e ant |
A & AT ARG YT &R B TN ol Ud YR (Trial and
Error) — fafYy gRT S0 &) Wil 8 | 9B 3T g a3l R AhS
STYATE! & T e B T B ARN B 1 AR R R W b
IFTHaATEl B A Hed BT AT SHDHY RN ANTa & a_IeR 8
W1 8, 98 ARG YA G A oIl 2 | 39 for e <

HSH IO USd & |

1. WM Sfid &% & FRR0 — WM Wi &) & forg adam qod
PR B TUET 4 UHR | B A1 |

Initial Investment

PV Factor= -
Average Annual Cash Inflows

ST seed fofae

B.COM-504/97

25



faferdm ot
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e Fudl afa qoa AR # aRAre @ e e @
9§ & dfdm ¥ fRy A BRI | PV Factor & fidbcad BRP BY
ST fpa e 81 39 BRS B ufdd 7 WY IR D TS R g
Wig &% ar | 39 o) ¥ ol aut & s Sradarel # aEE
yre féar g |
2. 2w ai Rvem Wig <R W o9 R 1Y aoAE I @
T Y gorr R arra @ @1 sre | afe g sifere sar @
ar ool WirE @ o HAl R B WA IRD AHS USRI P
g oo e wem 1 @@ e, afe adae qea e
ANT W B 3T &), o SO g &% @ forg Al &% BT YA
T NP IVATE! BT I T FApTer Sg |

3. IRARAP YUY X — RGOS YT <X WM 9 A i
g3 &1 AT fHar o 2

IRR = LDR+ ]':] 1_‘;’2 x(HDR—- LDR)
RR = Internal rate of return
LDR = Lower Discount rate
HDR = Higher Discount Rate
P1 = Present value at lower rate of interest
P2 = Present value at higher rate of interest
O = Net Cash Outflow
Example : 1

& aRAeHT & A [Javol 9 =i Yo X &I O
ProTT—

Cash Inflows per year : 1 Nil: 2 Rs. 5000 : 3 Rs. 8000 : 4 Rs.
12000 : 5 Rs. 15000 : 6 Rs. 15000.



Solution,

Calculation of Internal Rate of Return

Year|Cash Inflows | First Attempt at 18% | Second Attempt at 20%
PV | Present PV Present
Factor | Factor Factor | Factor
1 - = = = -

2 5000 0.178 | 3590 0.694 | 3470
3 | 8000 0.609 | 4872 0.579 4632
4 12000 - 0.516 | 6192 - 0.482 5784
5 | 15000 | 0437 | 6555 | 0402 | 6030
6 | 15000 0370 | 5550 | 0.335 | 5025
3 fotal Present Value | 26759 24941

ﬂéqmmq%wa%awrgtﬁraﬂﬁwaﬁmqwzmgﬁé
ST faf*reT 25000 %, ¥ RIS B | AFck: FHA IR 20 TR F AN
WIZOH%?IH?%T\’@WW%QM . 3T Gl 25000 .
A B! THRID © | 37T JATRD FATY TR 20 T BET I Ahell
2| 39 SR YUicl Y T YT a1 ot AR g3 T WA N

P-0

IRR = KDR+

x (HDR - LDR)

[ 2

N 26,759 ~ 25,000
26,759 24,941
1,759

=18+ x2
1818

x20—18

IRR =18 +1.93=19.93%

ARG YA ® Y & o7 — aRae T geuies @ as AR

Isft asred faviaq

B.COM-504/99
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° wﬁﬁﬁ@ﬂiﬁﬂqﬁsﬂaﬂmﬁmaﬁﬂmﬁﬁaﬂ

ferar e 2| 78 Y w7 9@ w® @ < )
. Wﬁ%ﬁﬁw%w%mﬁwﬁmw
&R T BT T B 2 |

o mmﬁaﬁgﬁm@mmﬁﬁm@maﬁ
et Td st a1 W Feivor srar & e o e ¥

RS YO <X fafd ?Ba‘m (Demerits) 39 fafy & fa=1

CZLRIRIECInIR S | _
o U AN P WA Qe w9 ¥ BRIk aRe
T ufihar wgad & £ | |
o uE AR 3U WA W SMNRA & f R oY afie e
mmyﬁﬁmﬁmmmmamﬁa
oell, g TER § W e Ay

o Tu AR ¥ yRAT & Wieriar s w9 @ fow vl

I TR iR A Bkl 2 S 6 0P g a §

o IR Rl Wt A g ariATE FOTTD @ A A A

IUaTEl W g9 < A1 JAfRd YA TN ST 81 Wail & |

o TE AR G TN § TOR W W R A T B

R R & T8 < © |

YY1 (Comparative study of Net Present Viaue Method ﬁnd

Internal Rate of Return Method) | .
oRaY & T @ 4 A & AR g B W

Hﬂ_(TimeValue&Money)?ﬁTﬂﬁ%ﬁT?!Gﬂ?mﬁﬂﬂlﬁﬂﬁ

T e aRR T S e



,gaaa‘nmafuﬁﬁﬁamﬁaﬂﬂmgpﬁa%mﬁ

uger ¥ A g O ¥ ol araRe e o) R ¥ 39 g A
Eﬂﬁ&mrﬂ]rﬂ%l

~ 3€ T4 qeu fafy gl ger &R (Required rate
of retum) T ST T B & SR TR T &R AR ¥ 78
TSI T BN B

— g TN qou ffy & 7' gma fea S @ 6 i
R # s R < Ry @1 Wy aif it
m%ﬁﬁﬁvaﬁmﬁr'wﬁ?mm‘vﬁﬁgﬁéWWI
SR IR S aX R ¥ e o 78 S <X
2 o & | Rorerdt fareht At aReiror o R e 2 aRarorT
P R ¥ IR o D |
ol 3R R P raear & B 2|

ST & | Oafd waRes gearg ) fafy # 78 |
@ yumgar klpdid @k (Profitability Index Method)-

39 fafy & am—arma GITH?T faffr (Benefit-Cost Ratio
Method)- @ 1 & ) ST Wl & | ST afRairor F R
AT P 8 A WA aReE @ g R B g
gl

Net Pr esent Value of Cash Outflowy
- Initial Investment

ZaeR ¥ it fAft= oRaorelt a fafti anrdl § aga
=R B A1 g IHE g R ST AnTerdar B 68 e
T8 B Uil B | A T H ARG GABID DY VAT S A

Profitability Index =

B.COM-504/101
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o 21 AR Ry Rt W @ Rfv sramEl § $9R ger
WA R B | AR Qi T & ol & RFE s @
WHR o S 2, argen 78 | fafv=t ofRermett & gema § a8
URAGET S A R @ R et s @
B ATHYD AT ST & |

Example : 1

el Yol @rTa 10w & qerr uRderel &yl ds

yars A9 a1 E
Project Investment Cash Ipﬂov’«s
Required Now | 1stYear | 2nd Year | 3rd Year | 4th Year|5th Year
A 10000 12000 3000 - g .
B 14000 | - - 10000 5000 7000
¢ 9000 - 4000 | 5000 | 5000 | 2000

W_W%WWW@WW|

Solution
Year Cash Inflows F'V Present values
Project| Project| Project Factors Project | Project | Project
A B Cc @ 10% A B C
1 12000 - - 0.909 10908 - -
2 3000 - 4000 0.826 2478 - 3304
3 - 10000 | 5000 0.751 - 7510 3755
4 - | 5000 | 5000 | 0683 : 3415| 3415
5 - | 7000 | 2000 | 0621 . 4347 | 1242
Total Present value 13386 15272 11716
B.COM-504/102 Less: Initial InVEStmgnt 10000 14000 9000
30 Net Presetn values 3386 1272 2716




Present Value of Cash Inflows

Present Value Index = —
Initial Investment

Rs.13,386
Rs.10,000
Rs.15,272
Rs.14,000
Rs.11,716
Rs.9.000

=1.339

Project A =

Project B= =1.091

Project C= =1.302

o TR T 1 AR i it § o 98

I R IR gRGISHT 9 @ fgdia e ) iR aRareEr @

qg R R 3@ o Ry
()  3raRerfar fafer (Urgency Method)-

foriY Taies ween & SiaTara § o8 IR goit &g fofy

Rl 7 PR BT B STER W 7 R Y SRETT B
IR R forg Wt € | 39 faf & argar Tt aRareelt ot ggel
foram ST & S srmaw 2 sk R @il o)A wE 7 8
O, el Qo 79 @ 3% (Break down) &1 ST TR ST @
BROT THH) AT 7 PRIGY G/ TS 7 W TR & Sfer
BT | gefl g8 fofa anfife gfie @ srateig &1 wadr 8, W
TG B B = 2 IIRER B 8 | “wH G F o
BT ABAIGAT B SI19 B BT IS Faferd T8 uRerd 2xar
21" T T Qe el B Bharfad wv @ BT Y s

faframT sraRerd & Srem @ 9o & Iwd e SurtTar 7 8.
-39 — g Y TR T IRATRI B B qras(E el |

yaTg arell aRESHRT & fog wiade @t R suRerdar @
IR W forg T vl A & S Rig & i =8 o gea
P B 9 IS MR T8 2| Fi-f) i arfdrardy
AT T M B Ideell PRD Sea—wRId Ja=T P qoeRN

B.COM-504/103
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ST SURETIAT deiihR IR 2q &9 Wad B o § | e
ar=iRe s o1 Rerf a1 21w 3

(V) vearads 3r@ftr fafr (Pay Back or Recoupment Period
Methqd)-

AT R S B R e b e A e e
wﬁﬁﬁﬁﬁﬁtﬁ%ﬁaﬂﬁﬁwmﬁaﬁafﬁwwﬁ
ﬂﬁﬁ%imﬁmuﬁw@mﬁﬁwqﬁmﬂaﬁaﬁ
Wmmaﬂaﬂmﬁﬁluﬁﬁfﬁwﬁﬁﬁmﬂeﬂ?m

m@ﬁmﬁwﬁﬁmaﬁ’mwzﬁﬁqﬁmwﬁa

T T | FearE sy b gRerr el &
B el Vs NI 9199 YISl 8 et 2 1

uwmﬁqu@rqﬁuﬁwaﬁwzﬁuwﬁmgﬁgﬂaﬁaﬁ
e aed &1

$¥ YR GeTac oy a8 orafdy Bxt & Rorent uRarer
AT A R B A T B 21 T e o o
(Cash Recovery Period)ﬁﬂfﬁ 3faf® (Payment or Recoupment Period)
ﬂﬁ%ﬁ%lﬂﬂéﬂmﬁaﬁmﬁﬁﬂwﬁﬁﬂﬁﬁl

(1) A ?’féﬁ&’ I=<IyarE @1 <M F (In the case of even

cash inflows)-

Wﬁmﬁaﬁammﬁwamw
e Sy o ) S )

g3 Wy 9, -
Payback Period = Original .fmft’.s!mem
Annual Cash Inflow

SRS



uﬁﬁﬁfqﬁuﬁwﬁ 100000 &. faffAF T Fv& 10 9§ aF
20000 %. AT M (Y AP IwIsiare) Bl § o yedrac srafe
TErh -

Payback Period =

100000
20000

(2) | IR NS JYdTe B ST A (In the case of uneven

cash inﬂows)-

IR} RFREIRT | Abs sriare B <R Ui 9§ A e 8
ol yeuracH Iy B o Gl gg Abe darE B gRI @
S 8| 9 9§ B Abs A=IHATE BT AT a¥ Pt AT A AT
QIR B TR B A R, I g omafy wed &1

IqrEvom,

i e gAY # 100000 % @1 AT TRA W g,
W, AR T =T € § HAA: 10,000 T, 20,000 F, 30000 F, IR
40,000 . F A%S <A B A YA AR IR B
AR IR ¥ B8R |

= SYaqrs

Year Iﬁitial Investment Cash Inflows | Commulative Cash Inflows |
Rs Rs Rs
1 100000 10000 10000
2 - -20000 30000
3 - 30000 60000
4 - 40000 100000

Pay-back period = 4 years
URATSAT ST FediHA (Evaluation of the project)

B.COM-504/105
33



TR e AT B S o A R | g R § aRdeEr @)
A Soa Uew gRT AEiRA AF® Ucrdd+ 31df (Standard pay
back-period) ¥ I B B oW SER R feor s %I
qreETey <E faReR smRaT g facd # 9R ui™ avl # S A
AT T @ B 2, T & AR T R & o ¥ 3
Sorfors RO H T H G B g o s
qRATHT BT Yo I f&ar 91 2 | 3R A9 &1 I 4. A shHag
ax forar i 21 |
Fafer @ T[T (Merits) — ST araf Y 3 T T FrerfoRaa
2 |
e AP AT I YA BT 98 G & |

o U Gemil @ forg e U Ads B FH & aw Yy
Suga & | T oy e orafy aTel Ao & T R &
RIS T AT & T 8 o R

o U} SUN R doe aRadH ool W 8 @ & A B
mmwmwﬁtmmﬁmﬂmwwm
el & Rt v orafly 3 81 iR o ¥ 81 arell /i
31 39 e o T

o v SR g PRk B @ a7 e
W AT # OB B

R B <Y (Demerits) — T Iy & & T IBR & —

s uslqaﬁﬁﬁuﬁra%amlm@mw&ﬁr%am

TAGTIHAT B T IR Sl & | |B fawas 39 fafy o #Hoell €

TRT BAYE (Fish bait Criterion) @ &Y # WA e & i 304
B.COM-504/106 qoell & JHR (i &) B TE IR B TR (@) R &
* g f&ar e 2| -



IR R yoEdE s @ W% @ b savarel B oA
SO Bl B
ug Y a9’ (Time element) W e =&l i 2 | 41&
o qul ¥ gre € arelt IR b1 g Hea g9 A A A8 e
ST B |

T T B Ay qe Y QUi R ) e T 2 |

gg AT Yol 9 oIrTa, S e Ao & 99w uge

SRS & B A § A8 @ 2 |
7 fafy 3 oo ARl & gy & 961 § 89 areh g &
IR R fofg famm omar & o i i sfaa fig =81 8xar | go
gRErSTTG A0 B & | S aRfs 9§ # e @ vl § AT
# 9gd e Ao Bl § wafd Tl aRAre $1 39 A 3
3t R fRaT Sig |
Example-1
%ﬁws@@mﬁ-‘rﬁ%wmﬂﬂmm-aﬁﬁr%la‘r
T of 3Rk 9 Sucrer Rt uE BT e 30,000 . & | T
ol & MR W S faddhedl o1 Hedid Yadracdd e Ay &
AR HIFTT |

Machine A Machine B
Sales Revenue Rs.40,000 -Rs.45,000
~ Variable cost 60% of sales 50% of sales
Fixed cost (Other than Rs.- 1,500 Rs.3,000
depreciati.on)
Life of Machine | 8 years 10 years
Income Tax Rate 50% 50%

Goft sreret Foofem

B.COM-504/107
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fafrea faofa Solution

Statement showing cash inflows and Pay-Back Period

Particulars Machine A Machine B
| sales 40,000 45,000
Less: Variable cost 24,000 - 22,500
| | 16,000 22,500
Less : Fixed cost 1,500 3,000
' 14,500 19,500
Less: Depreciation 3,750 3,000
10,750 16,500
Less; Income tax 50% 5,375 8,250
Profit after Tax [ 5375 8,250
Add: Depreciation 3,750 3,000
NetAnnual cash inflows 9,125 11,250
9,125 11,250
= 3.3 Years =2.7 years
T AT H 7 9 @ gad ol B R, gt 59 & w
HRAT IeaH BT | SR
) uRarerRl @ Ry F e v &
Example -2
Project X Project Y
Cost of Machines Rs.1,00,000 Rs. 60,000
- Cost of Indirect Materials p.a. 3,200 2,400
Additional cost of Supervision p.a. 6,400 4,800
Additional Cost of Maintenance p.a. 4,400 2,800
Estimated Savings in Scrap p.a. 6,000 4,000
Estimated Savings in Wages |
B.COM-504/108 A) Wages per workers p.a. 2,400 2,400

36 B) No. of workers not required 200 150



- BB G AM P 50 fererd 8 (@R & o & forg B
& ¥ 7 V) T Ay & MR R a9 5w uRade
wegfr 22 |
Solution,

Statement of profitability and pay-back period. -

Particulars - Project X Project Y
Estimated Savings in Scrap 6000 | 4,000
Estimatéd savingé. in wages’ 48,000 36,000
(A) Total savings | 54,000 40,000
Costof Indirect materials- 3,200 “ | 2400
Cost of Supervision . .6,400 4,800
Cost of Maintenance 4,400 2,800
(B) Total cost 14000 | 10,000
(C) Net Savings (A-B) 40,000 30,00b -
Less: Tax @ 50% 20,000 15,000
(D) Net Savings (After tax) 20000 | 15,000
(E) Cost ofMachines _ | 1,00,000 60,000
(F) Pay-Back Period (E/D) " 5Years 4 Years

2 uRaSrRT ¥ 4TS @ yrTad ot B R of: OW B B
B AR A S R
Example -3 | |

6 oo o) T e @ wa @ AR e @ R A

7 31 I 9 SUCIE & YD bl NI 50,0009, & | BR SWI

= o g 2

Usft arere fvtea

B.COM-504/109
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e fofa

Year MachineA Machine B
1 15,000 5,000
2 20,000 15,000
3 25,000 20,000
4 15,000 30,000
5 10,000 20,000

yamad arafY ok TeaTad oraf @ SRR SRR B
T HRd gC FHssd & fw weie @ g anfee |

Solution,
(1) Pay back period method
Year . Mach.i.néA MachineB
Cash [Cumulative | Cash Cumulative
Inflow |Cash Inflow | Inflow Cash Inﬂow
Rs Rs Rs ~ Rs
1 15000 | 15000 | 5000 5000
2 20000 | 35000 | 15000 20000
3 | 25000 60000 | 20000 40000
4 15000 | 75000 | 30000 | 70000
5 10000 | 85000 | 20000 90000

Pay Back period of Method A= 2 Years + 1 5000!25000 years
= 2-3/5 Years

Pay back period of method B = 3 years + 10000/30000 years
B.COM-504/110

= 3-1/3 Years
38 :



yourac afdy fafr & sgaR 79 o 1 FY Iwm =W
i SHD! 3@y 4 T

(2) Pay back Period Method

Machine A Machine B
Rs Rs
3rd Year (2/5) | 10000 | 4thYear(2/3) | 20000
4th Year | 15000 5th year . | 20000

5th Year 10000

35000 | 40000

AT yafy S R B forargaR 7 T #
AIITGHaT HAIM 3§ S ® 31 7 9 BT Y SR @ |
29 9N

| ??ﬂ'aﬁﬁaq“ﬁﬁFﬂﬁﬁﬁﬂiaﬂﬁﬂ Hﬂ'Qﬁﬁ'H%?aqyizttﬁﬁéérqwq%ai
T | THP TR UP HAIG AN SiBH B a9 g AR H
¥ BT ¥ | 3 O @ B e wite § R od 9t ae

RN T 81 <) W B & | ol aret & s SR
oot @l g S ek g R fER T o @ ok Suerer

T e & aneriq e R § RS B
A T 99 BT ARABTHBRT B |

210 9IETdell

o IFIRP YT TR — TE A T TR 9 TearT B

&R BT AT A Ry ot D g RV 9 B @) aen
aﬁiaﬁﬂ'%J

o  IUReRd — Siel fof Yol @d 1 uReriar eyl &

45t aieq ot

B.COM-504/111
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fafarT fofa

B.COM-504/112
40

T8t R oy amra @ @ ger Yo goit @d 1 ol et
w9 ¥ forar o 2

e 735 fRuS - ¥ 35 NI ¥ I B arTa S
faferiT & O aoer o o W W © | reifd A anfde
990 B AR W fhaw aut # Yol @d 3 @at IBH 99 uTsd &l
ST |

o e iU Iy — W AR & i adam e fafant @
AN & SXIER 1 IS99 A BNl & a1 IR b1 3gAIe fbar
ST | A} o e g @RI 9§ $F 8l a1 IRAIST Pl Ay
T AT AT e |

211 99— Y-

1. Joll g9l &1 FHHA §U $9 Hed IR Jdre Sifery |

2. Yol goied o faf=1 fafl & favaryds eren #ifoi] |
3. Yol gofed @ ufshar &1 U Neifie wwen & giea @
FT HE<d 87

4.  UoN goied @ faft= Rl &1 adae aRded & SR
afga aeTor FHHrg |

5. Yol gofes &l uaiRad Adme vaE A 3 IR @ we
P T g I o TAT RS YAd X IUTTH Bl
erTcHS 37ea- DY |



SHIE — 3 Yol §eE1 & ﬁla'l*_vl (Capital Structure

Theories)

ShIg &I ARGl

31

3.2

3.3

34

35

3.6
3.7

3.1

3T 59 SIS D FTI P ST 39 A 81 Gl fob —
ol R Y AT BT TS § Heed Tl T |

3.2

ERNICE]

Tl 1 o 8 Gt e R et o

JravgEaRl @ MR R FuiRa w81 9ol v @ Rigrd
R Gl 1 i fear o ¥ 1 Gl weeET @ Rt 31 IR
gTs § PHGER JURT AT B |

B.COM-504/113
. ; 41
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I Yot fsror o1 wWwy eifd ufefadl & e U
FeiRa Pxa G99 3FE TRAl Y e § @ g 2| goll @i
1 Prafor a T SRl @Y o ey, R R
PI ST T, R W AT BT Wy, SRGH B A g
qral @ & § @A anfey |

33 iﬁﬁ a1 Ik

g yere faf=1 gfenyfodl @& g TR ST &6
fAerivor  ema ARl td aRRfl & e & dvar 21 ol
3 AT PN T H TG USAT € | Yoh ST §9 ARE BT dIfed
fb B & wial @ Rl A gRen B o AR S e
g whem A X2 | Yo SiET eI 31T Bl SuSEd UgH
3T AT, R IR A B wwy @ik SiRed @ AT Y
da AgaQol 2
34 Yuil w¥= @ RIgIT (Theories of Capital Structure)
e oY T B arel sme RagTl 1 T faham an g |
TR B T[T 3R Yol A [ AN @S9 S FRRE Bl § Said
I AAGER AT H PIS T TR E & | B Wen @ g
GoMehRoT # SO Td T Goll 1 fAsTOr wRen @ oo o @ O
D ol 7ol P T HRa & | e wRen o e e Wit
3ot Td Yoft @t AT R iR v @ | ot febet e @t il
Gee @ are # ol o @ qd golt 9 AR Ud ST gl
& Tod W U dTel YTAl BT S BT 31998 © | 39 gfte | il

R B Rigr R e @ Ul WRe # el @) arTd

DT R B oI TR TS dTel WTal BT FA &1 goll TR B



Prfeiad wR wg@ Rigr &
1. Y& 39 fAgra (Net Income Theory) —

g JUTTH RUS & NI o T o | 39 Rigra & orar
ol &1 T IR G & qeu ¥ W g 2 | rfa gon e
% URacH ¥ W1 B Yol B AN U ST [l qod wHifad
BT B | 39 RIgT=T o SR U il i 370 Yoil WRern # o1
gl $T e | fE TANT HRAT ARA | (T BRA | FRpT B
ol <Y T =g &1 T & Sl e afer guht 0w s o
¥ gfg & o 2 1 TE Rigra efaRea araamel w smfa 8-
o Ul WRE # o @O # 9fg @M W wwar sivrnRat &
gfe ¥ SiRew aron & IS aRads 48 amar 2
. 39 SURTH & AR Agaerad Yol G, goll a1 T
e 3R R BT ol Yo b & gl T W i
&l
o W ol A T o N B e @ i B 2

o  IUIN W &N el fadr WAl B

g€ 3 RIgRT & SR AT 6T fol Yod AT 33T &
IOIR HeU Ud 0T B SR Fedt & O & s_IaR 81T & | 39
A gRT W fhar o1 aodr g |

Total value of Firm = Market vaiue or equity snares + market
value of Debt.

or V=38+D

: w{hﬁqaﬁwmzbwwwﬁuhwﬁww

fepar ST @ —

Market value of equity shares

Earnings available for Equity Shareholders

" Cost of Equity Capital or Equity Capitalisation Rate

E EBIT -1
S=— or
Ke Ke

It s & g

B.COM-504/115
45
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IUYA TROT H G Bl Goll ol FHT AT (Overall cost of.
capital) BT FEiRor R SR T e @ -

Overall cost of capital = Earnings before Interest and Tax
Value of the firm
EBIT

Or K==~
Vv

‘Example : 1

taw fifice @ & 3R @) ¥ gd A 1,10,000 & B
WA B UG 9 URIE drel 4,50000 ®. B HO UF § | W
ollRer A <) 15 YRR 21 YE I Rigra & aigaR 7w
aRRefrEt % Twr @1 e S AR |
@) TN P T G AR el Ud Goll B GH S,
() @y ot B 2,50,000 FH T & TR AR Wi @y
(@) af ForE B 2,50:000 . W G AT TR AR T FHAT

et &1 e fvar o oy sroEl @ oiRE w) R S|

Solution,

(@) (i) Calculation of Existing Total Market Value of the company:

Rs.
Earnings before interest and tax (EBIT) ' 1,10,000
Less Interest on Debentures (1) 40,500
Earnings available to equity sharehoiders (E) 69,500
Equity capitalization rate (Ke) 15%

| 69500 _

Market value of equity shares (S)” |59, 4,63,333.33
Add' Market value of Debentures (D) 4,50,000
Total value of the company (V = S D) | 9,1-.3;333.-33




Calculation of Existing Overall Cost of Capital:
EBIT 1,10,000

Ko=——-x1000r————x100=12.04%
V 9.13.333.33
(b) (i) Effect on Value of Company if Debentures is increased to Rs
7,00,000
'Earnings before interest and tax (EBIT) 1,10,000
Less : Interest on debentures (1) 63,000
Earnings available for equity shareholders (E) 47,000
Equity capitalization rate (Ke) 15%
Market value of equity shares (S) 3,13,333
47000
(S ——-—-or all = 313,333
Ke 15%
Add : Market value of debentures (D) 7,00,000
Total value of the company ( V=S+D) 10,13,333

©

(ii) Effecton Overall cost of capital

k0=LBIT  1000r 119000 _ 1 00=1085%
7 10,13.333

(i) Effect on Value of Company if Debentures its decreased to Rs. 2,50,000 :

Earnings before interest and tax (EBIT) 1,10,000
Less Interest on Debentures (1) 18,000
Earnings available for equity shareholders (E) 92,000
Equity capitalization rate (Ke) ; 15%
Market value of equity shares (S) 6,13,333
(1.8 2000

Ke 15%
Add : Market value of debentures (D) 2.50.000
Total value of company (V = S+D) 8,64,333
(ii) Effect on Overall.cost of capital:
Ko=22 100 or 222990 100=12.74%

8,63,333

ot T & R

B.COM-504/117
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ST O & W i § R AR e B gel W
¥ o1 ol # aRad fear oar @ @ SHST 9HT B D el
7 T4 Yol ) T O vse & | o1 goll wea § %or gt
& AT B IR W 2 O O Th AR A FEA BT T T
I & T GE 7R YO Bl AT B B S & | g6 famd
T 0T Gl Y A HH Y & S 8 A SHE FEE BT A T
AT & 3R Goll @ @NTa 9 Wk © 59 YR by U # TE Bl

_mwﬁr%ﬁswaﬁwﬁq@aﬁﬁrﬁaﬁmﬁﬁﬁﬁ

2 3R P BT IR g 9§ 9 © |
2. Y= uRared I ﬁl@*‘d (Net Operating Income Theory)—

€ URETeH 319 Rigr &1 Jfare 41 S (Devid Durand)
gR1 & forar a7 o1 | ey % RigT=T gE o IRIgTRT W U
Rt 21 30 RigTT @ SRR G0 @ @ AR SRl & e
fopel) o SR b1 e T BT © arafa i we # oRad 9
Sl B Hed F 50 YBR @1 uRacH e Bl & | BRI Bl gl
R H O 0T ol BT SIUTT I 1T S & W ol @l e
T # PR B € i Feor A BT e A JRA B g |
Wsﬂiﬁwﬁm@ﬁqﬁsﬁﬁmﬁmﬁmw
¥ e gfE &1 ol 21 el A aif veurg @t s R A
R T & | 30 TRUTARGSY AT AT # G 58 W AT Sl
2, a8 qwar oY gol § SRew # 9fE & SR A &1 ol 2
W@Wﬁuﬁﬁmm%ﬂmwu@mmﬂa{m-

B ST ¥ 1 39 VAR Y& uRare 3 Rigr 98 Fanw 8 6 B8

ol T S e B & S e @ Ot e O SR
® AU B PG FR B |

g oReed a1 Rigra fefates aramst )
amenRa 82—



1. w@ﬁaﬁm%ﬁ%l

2. frm ax @ e =€ &ar 21

FRD |l BT Yo T DRl 2 |

4, UGS GREFT § T Yol @ U H gfg B | 3ieenal o
SIReH gRom # gRad= B 2 |

5. @ﬁﬁwmmww-ﬁmiﬁwwﬁww
A B 2|

B T & ol e S e o s

o & forg A 3 &1 T fasar e g -

Total value of Firm=
Earnings before Interest and Tax or V _EBIT
Overall Cost of Capital ' Ko

IqYad G & =T FHAT GOl P AR Hed - (B) 1 TOMT
P & Bl Hed (V) § W T B GG §od (D) BT ISP BN SIA
.

Market value of equity = Total value of firm - Market value of debt

S=V.D
| SWE IO @ Jfad THAT o B T, BHeE e
YR S B ST & —

Cost value of equity capital =
Earnings available to equity shareholders - EBIT -1

Value of equity SorV-D

Ioft W & Rygr

B.COM-504/119
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oo ot

Example : 1
Se faftRs 3 ey RreRoT seqe e
=S SR F qd A 200000
10 Sfererd saTeT # ) | ;T fAEr 700000
A YSiiehuT i & 12.5 SRR
Y& IR 1T AT & ST HR H H T FI Ahiig |
1. FdaE gsft g & foe
2. S T 600000 ¥ & TEAT AT & T
3. & FIT 600000 § HSTAT ST B |

Solution,

(a) (i) Calculation of market value of the Company under Existing
Capital structure

Rs.
Earning before interest and tax (EBIT) 2,00,000
Overall capitalisation rate (Ko) 12.5%
Market value of the company (V)‘EI]:LT —2’00’10299; 100=16,00,000

(ii) Calculation of Equity Capitalization Rate (Ke) under Existing

Capital Structure

Rs.
Mareket value of debentures (D) 16,00,000
Less : Total value of debentures (D) 7,00,000
Total Market value of equity (S=V-D) 9,00,000
Earnings before interest and tax- (EBIT) 2,00,000

B.COM-504/120
48 Less: Interest (I) 70,000




Eamnings available for equity shareholders (E) 1,30,000 ot T % g

Equity capitalization rate =

Earnings available for Equity Shareholdersx 100
Market value of Equify '

Or Ko:‘%x]OO

[

_ 1.30.000

= M e 106 =14 44%
9.00,000

(B) (i) Calculation of Market Value of the Company when debt is
increased by Rs. 6,00,000:

Earnings before interest and tax (EBIT) 2,00,000
Overall capitalization rate (Ko) 12.5%
EBIT 200,000 100
Market value of the company _.(V) Ko 125
16,00,000
(i) Calculation of Equity Capitalization Raté (Ke)
Rs.

Market value of the company (V) 16,00,000
Less: Total value of debentures (D) 113,00,000
Total market value of equity (S = V-D) 3,00,000 |
Earnings before interest and tax (EBIT) 2,00,000
Less: Interest (1) 1,30,000
Earnings available for equity shareholders (E) 70,000

Equiry capitalization rate =

Earnings available for equity shareholders x100

Market Value equity
Ko= ] %100
S

1,15.000x 100 . B.COM-504/121
————=2333% 5
650000 3% 49
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(C) (i) Calculation of Market value of the company when debt is
decreased byRs. 6,00,000:

Earnings before interest and tax (EBIT) 2,00,000

Overall capitalization rate (Ko) 12.5%

EBIT " 2.00,000x100
Ko 125

Market value of the company (V)

16,00,000

(i) Calculation of Equity capitalization rate (Ke)

Market value of the company (V) 16,00,000
Less : Total value of debentures (D) 1,00,000
Total market value of equity (S=V-D) 15,00,000
Earnings before interest and tax (EBIT) 2,00,000
Less: Interest (1) 10,000

Eanings available for equity shareholders (E)  1,90,000

Equity capitalization rate =

Earnings available for equity shareholders x 100
Market Value of Equity

Ko=E x100
S

1.90,000x 100
15,00.000

=12.66%

YR AT A A Bl & b g wRee # For A A
¥ gy BN W AT B AN geaN 23.33 TR & W &1 3
YR Yol GYET § F0T B 9= H FH BN W AT B AT o)
HTYaR 1266 Fforera & AT



3. WA 7 Prer Rigma o1 o fgr
(Modigilliani and Miller Theory or M.M. Theory)-

At @ fer Rigr, gg wRerem s Rigrea @
T & 9k 3 RigT @ ERT IR g B Wl BT
21 39 ]I 8 RigT=al & SR ISl |RaAT # uRad &1 wver @
I Gull &FTa U4 60T & et Jod IR g Y919 781 usal &
W TATA RGN & Sl WRIad SR WomTell, Ig TRare 3
ﬁr@ﬁﬁﬁ?%lﬁﬁﬂ@ﬁﬁﬂﬂmﬁmma%ﬂww
Yof AT 1 TR & UeT H DIy AT cTd ey uRe
T8l PRl 2, B AR 398 fog aeeRe sifter wga
Pl ¥ 3R Tl Rig o B R T Rigd 6 R
AaERe A IRgd Har ¢ | 3R 39D g 7 & forg T,
uH. fgra # S=IRUYH (Arbitrage process) Hifd @1 WA fha
T -

(1) s e & squiefa 9 AR T e Rigra
I(Modigilliani and Miller Theory in the absence of corporate tax)—
o o @ argaRefy % v iR ge Rare e
g & T B @ 39 Rigra & g wven B gol dxe
ﬁuﬁaﬂ#ﬁﬁwaﬁw@ﬂwqﬁﬂmwaﬁw
AT Y&l 2 | ST DIRVT I8 B b Tl Hvemm ol goll v
# 0 goll &1 o fAEa O & afte sai o W) R &)
faira siftew 9 o & foras or goft &t nTa dgal 8 @ awal
Yol @ @RI Tl & 3R $6 YR 0T g 99aT guit &1 anTal o
T W 8 ol © | 98 R 39 e W e §
AT & Fo Yoo R0y § e &) gReres oma ug@ 7@ 2|
39 Rigra & 3FER Yoll WeaT & fiRad 3=y gfte & 9w @
ATl Bl GAERT Yoll T U9 SR BT Jod I=RUTH Ufhar
(arbitrage process) @ BIRUT ATT—AeT El &1 DA & | SR

I5lt s & Rz

B.COM-504/123
S1
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W e fhe awg B HA AU Tl IR ¥ @ 7 IS e
et IIOTR 3 99 DI a1 A 2 | I8 IARUUH Bl Hihar a¥g 96k
W gefyd 81 39 Rigra 4 T3 0. 30 @@ ol 39l IR WX
Ifd Ped B |

A. Ltd. B Ltd.
Rs. Rs.
EBIT 2,00,000 2,00,000
14% debentures 6,00,000
Equity capitalization rate 20% 17.5%

A, RigMa @ AR SYYa SF1 S B Jed Tb
|A BIFT ARY, 31 Ugel 99 Q1 Hrafal & Hed Pt TVMAT BT
ARy |

Altd. B Ltd.
Rs. Rs
EBIT 2,00,000  2,00,000
Less: Interest (I) 84,000

earnings available for equity shareholder 11,4000 2,00,000
Equity Capitalisation rate (Ke) 20% 17.5%

Market value of equity (S) 114000x100/20 200000x100/17 5

570000 1142857

Add Market value of debt.(D)

600000
Total market value of company(V=8-D) 1170000 1142857

200000x100 200000100
1170000 1142857

Overall cost of capital (Ko) 17.09% 17-5%



SRR T A W Bl & {5 ALtd. BT G ¥ R oo
Yol EXET # T USl @7 WA fHar R, B Ld. @ Hog 3ifde 2|
TA.UH. Rig @ AR I8 Ruft el v oo 1281 @+ waife
FRAUE B UlhdT UR™ B ST AR ML HRAT BT Hew
AN WR U 3T SIRATT |

ARl 9 fAer Riga FrefoRe aaawRil «® em
&) @l fafFREs @1 A a1 G 9 & 99 It W)
0T U BT & O el W el v o i g ¥
¥ Yol IR ¥ uforforl @ sha—fasa aRA IR BIE. ST T8l
Il & 3R Rfae @8 oot W) & o o 9o & a1 w1 <
AT B |
W)  HRI $ b 1 @ forg et fafaom aRares e
@ ge ¥ 9HH TN (Expectaticus) & £ |
]) Yol 9o quf © S fafvieres uftraforl @ wor vdf faseg
a4 @ forg Wod e § | s fafdset of @ yer &
IR 99 ©Y § ST 8 2 |
q) T MUY WA i &1 faaRer ieRnRal B e ah
pATeT | BT AT YA ST 100 YR 2, 31 ufoenRa
3y TE B
) RN DI DIS ITH B BT AR TE BT |
) il I BT WOl SIREH @i (Homogenous Risk Class)
# feviforar faar S | & @R 9% o # arffqpa o Tt <dRen
# RS TReA T TR T Bl 2|
2. R 9 femmmar § Ao 9 fer Rigra
(Modigilliani and Miler theory in the presence of corporate tax)—

doft e & Rrgr

B.COM-504/125
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Ao @ feR @1 78 Rigr & 5 wen @ e
TeaT # uRae | AR &1 §ER Yol AT T ARl BT B
e auifad Year B, e ax @ e A w9 TEl 2
EEe Sd § T @) UE arafdddr 7] 3T 9y 1993 |
SR AU ol SraERem H WIS FRd 8 I8 WIHR fhar
o FeRor & Sqvg | e O FeKd! ard & 7 W R0 gull
& T # T B & W R | o ar B G A ool
T # 0T GOl BT TN B © < S AR B A Yol
SRTA B BT T & I R BT Hod 95 STl & 39 YR I8
Wﬁ?mﬁim'(wvered)mﬁmﬁfgﬁﬂ@-ﬁm
Scdleid arell (Unlevered) SR & &t 4o 9 3ifdis 8111 A9
i P Remmar # 5 dn @ g 9o &1 T 7 YPR
TRl § -

Value of Levered Firm (VL) : VL=Vu+DxT

Value of Unlevered Firm (Vu)
Vi = Earnings available for Equity Sharcholders suliess EBIT(1-1)
' Equity Capitalisation Rate Ke
here_ |

VL = Value of levered Firm

Wou = Values of Unlevered Firm

D = Amount of Debt

T = Tax rate applicable to companies

EBIT = Earnings before Interest and Tax

Ke

Equity capitalization rate



Example:1_

| v fafics vd o for o woft gReal & v & Ryar
5o 1 g o, el ool <ivamm & swor o1 SuahT 98 s 2
e a1 for. ot goil e A 12 v arer 150000 6.8 ForaH
& | T ST B AT T IR W qd 3R 400000 . IS & iR
AT GWIBROT T &R 16 HFRIT & | 9T 9 Y o) 35 SR A
g ARl e RigT g1 99T qeg s BAIRR |

Solution,

(1)  The Market value of X Ltd. (unlevered Co.) which does not use

any debt. _
' _EBIT(1-1)

W Ke

=400000 (1- 0.35)/ 16%

=(400000 x 0.65) x 100/ 16 = Rs. 16,25,000

(2)  TheMarketvalue of Y Ltd. (levered Co.) which debt of Rs. 200000

VL Vu+Dxt

1625000 + 150000 x .35

1625000 + 52500 = Rs. 16,77,500

IR T W W el & 5 a1 . S 5 Levered Co.
& | BT Bl & Unlevered Co. T for. ¥ afdiep 8|
AR T fier Rigra & Ward (Limitations of Modigilliani
and Miller Theory)-

39 g @ 78w R e -

(1) frm = @ 3TuRAT (Absence of Corporate Tax) —
39 Rigra o 4 77 % 5 590 P o @ e F a9
ST & | FOTT3 W <7 &S ) B o et avg o7 & wafp

it T % Rrgr

B.COM-504/127
55



fafdm faofa

B.COM-504/128 .

56

T 37 TR T R T e R @ R R A
B &1 ¥ Ry ¥ e et ot RIS 31 s
P P G H AR T W YA B F | gD
ORI S TR T AR T S e Wi

(2) BRIR ARG @ IFURART (Absence of transaction
costs)— TATA. Rigd & R dRER i gl &
A8 B P AT W8T B & Wb acH Araaniie S A

e g ¢ SR B o A B e g 2 B
FR ARyl & Riwa o gg R Tt AR § 6 8

(3) WIRew @<d (Risk Factor) — I8 Rigr = 39 Aot ®

amiRa & 5 1 S 7 @l e agg 96l | @

PR W T & TR TR T 3R A & e w3 R

T W A1 Tgd AT S B 1 SRR @ U H U e @

| AT 0 B 9T H SHGT M ST g ]

(4) HeIWE YREH (Institutional restrictions) — TH.UH, RigT
IR UfhAT & Hhe Hellel W ARG § Wy IFfellas
HHAT § g AT § uRaas ot fafaraanel & o Twig =81

T& 2w S b rRuE gfbar @ RRY aravas 2| |
4. UTWRATE figTa (Traditional Theory)—

& a9 31 Rigrd 8 59 BRO 39 Awad g wed § | it



S 3 g g8 $ear & & golt e § o1 31 I SR
d Toa B goran & AR GoN N AT FH IRl 8, q6 IS
wReEred I figr< a8 oEar ® & %o &1 7 S @ g
3R golt o |gaT ARTa B wAIfaa S BT B AR YOl wRa
favka o1 o1 sifee =6 81| W g #§ 39 <M e
RIS B o Rvar wfRd & W0 ol @ T W goh
B AR B A A DA B 21 39 G B FTIR U G
N ol EREAT 3 U A aF R Gont | gig R I ER
Yol & AT B HH PY WDl & I8 Joil AT H T E |
AT T M W AT P WA Yo @ ¥ gfy A R ud
R T FoT Hod $HA 81 A1l 8 | I 39 g & IR K0
Ul Ud e Golt & e qol fisior gIR1 U R 31 AR ol
P AT P B TR I Tl oI DY 91 Gl © | T UBR T8
fogra SRn & IR AGHAa Yol BT Dl IEEROT B
WeR B B

7 Rigra & AR Reel e B gelt wiee T 3 aRad
&1 Yol @ AT U4 el Ged W USH drel w1 B e A oo

Y o ova e far o | 21
Example : 1
TS O @ T | A YR Suae § —
5l G4 IR B Y4 31 300000 .
Ol 400000 .
O P AT 9 yfdrsta
AT P AT 14 ufaera

TORATA RIgT &1 9T &¥a g Bl D Joda! Ol
o |

doft e & Rvg=
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Solution,

Computation of value of the company and cost of capital under

Tradiitonal Theory.

(i)  Total Market value of the company Rs.
Earnings before interest and tax (EBIT) 3,00,000
Less: Interest (l) 36,000

Earnings available to equity shareholders (E)  2,64,000

Equity capitalization rate (Ke) 14%

Market value of equity shares (S) | 18,85,714

S=— or

( E 2.64.000 x 100]
Ke 14

Add : Market value of debt (D) 4,00,000
Total Market value of the company (V=S+D) 22,85,714

(i)  Overall cost of Capital (Ko)

Ka=£§£x 100 or 200000x100 _ 459,

2285714
Example : 2

T fIfiies @ 3000000 . & fAFRINT W &t 9 @R A @d
31 300000 . & | TAN § FFA FO BT YA 78 IR Bl B
WRISHD U AT Yol Exaen § uRad & 7= yeama & —

(1) 6 Wi & 600,000 % B HUYS HA GO B WM R

yfereenfia @R A W | SO WaT Yol o) arTa § 10.35 SfRra
o1 i Bl |

@ aiﬁr@ﬁa%mqwuﬁmmmm,ooo%.a‘amém
SR | SR afer Goh @ ST F 125 SR gREert @ o |



TR RigT B T e gY R aRRuRE 3 0 e 5 e
FFA BT OR od SR Yoll o 7ol arTa S| g |
Solution,

Computation of Market value of the Company and cost of capital
under Traditional Theory.

Present Proposals
Capital 6% Deben- 7% Deben-
Structure ture ture
Rs. (Rs.600000)  (Rs.1200000)
(i) Total market value of the company |
Eamings before interest and tax(EBIT) 300000 300000 300000
Less: Interest (l) . 36000 84000
Earnings available to equity shareholds(E) 300000 264000 216000
Equity capitalization rate (Ke) 10% 10.35% 12.5%
Market value of equity shares (S) S=E/Ke 3000000 2550725 1728000
Add Market Value of debt (D) 600000 1200000
Total Market value of the company(V=S+D) 3000000 3150725 2928000
(ii) Overall cost of capital (Ko)
(Ko = EBIT/V x 100) 10% 9.52% 10.25%

35 R

geliaeor ol IR feiRa &n & are fawia avor &1 gax
T goll @ Yaou & fefRor & wawafrd 2 & | doll @& defareis
AT § IRERE ST ¥ 2 3R 3 W o, EiteR GG w@
<rdeTei For ol Wi aRa § | wwfcd @ o o o wwge
wHfcal @ w@od W Bl 8 | $9H dol TRied el Il i

A B Wi BRa € fed Yol sien gd i g sa) v B.COM-504/131
59
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2| 4ol 2fe & wad ARen A& For aon e e & 9d 2
& | fawia s 39 A= aftrfodl @ dra uReaRe s @1
fAerivor s Araaelt vd oRRefal & w=el & @war @) e
R B Bel GolbRUl § FUT U WHAT Yol T RSOy weerr & goh

@1 ST T4 I6D FH Yod DT WA Fvar & | 3 el e Y
Uoll WAl @ e A vl o9 @ qd ool @ e v swe
RN B Y UR TS dTel WHIa! BT S BT H1avad § |

—

36 YIgdo)

UG AT AW : Yg Fued A | I Hof A |/
HalelF a4l @ UeM @ 91 Off A1 AY W ¥ SW S
HATE 3T BEd & |

e gt : 379 gl & amera R o el ool 9 2 arrfa
AT 379 Yol | R

qEifteR s go : qEiter s gofr & e & goh
42 W o & RQues & win @iter sl &
a9 Bl WA 8 | S Usl 999 o PT ARBR el 2|
gl @tar - golt @i & M HFE B 0T Yol SferaT e
gl 9 71

g @ : facla g, o e A ave o & aiR
399 Yol U < <M aral a1 enfivel fbar e
wwfeq e - wwafed o & o, Wyl wfadl @ Wy
¥ I 2 | 399 I wRafoa e v e |11 Y e
N B

3.7

G—Rd g3+

ol | | T e 27 Yot A & figrl #Y |8y
4 qaegd |



g I Rigra & e Hifog | 78 g g o
Ig Rigra 4 fra yaR = €2

A 7 fieR figra @ aren e @ g9
TG g |

Rigra & Adfrerar 7 fAier @ arem @ faga g 3§
ATATEATHS Hedid DIfoTY |

ol WRaeT 3R B @ Igewdl B §ra wRal & RERTT
Rrgreil & e I |

goft wE & fagr
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SHIE — 4 URTEN U9 faciia Sclae

(Operating and Financial Leverage)

TPIS B BRI
41 I

42  UREA

43 IiRgH Td o

44 UR=ETE Seld BT a1
45 o Siee o 3

46 Iy Scicid &1 Hedd

47 GYH IAD
48 AR
49 &I

410 A-E U=H

41 TR
T 3B B UG B 9IS AT 39 AN & Tl T —
o  UREH Ixiicid BT 4 I D |
o fawiiy Scilcid o1 3l g W |
o  URREEA U i Scid®! ®Y SETER & §IRT A9 909 |
® P Bl GGl Bl IUEHAT DI Il D gIRT gl T |

4.2 YXKIIG-T

el At e 3 Seclrs ot Hewaget e A ¥ R




IR R ol TR fAoial # Scitere o) Heeh e A € |
U 318§ URaTe Swilad Ud Al Swildd f HAER
TR oA 7T R Siloid ST B B B A BH TarT fhd
Wi Ud 3t W s o Suiia frar W srifa &8 wifta @
Aw ¥ AP IO oM T T

Sl W a1 Or 7| Wged Sald  URded Ga fawia
JicTd BT FAT wU 2 s 1 BT WY ®U | FHAIT T ¢ |
Icad W D M &, Sikg Td fawia ggear @
e &R B |

43 Swlad (Leverage)

&= Ay # foravet & ford Sl e &1 WA o
2 R JITA B IR B g W 3 WAl IR BT TANT BRAT
SR 8 | foravet v W Reifey &1 aRamas & Rt wven g
Rer orra ¥ oW @1 9fy e wo goh A N W 9fy B
HoRa®y THTIETRET B M WR TS dret YHTaT &I GaT T
W B | Swiids g aifeaerd fasme & forar war 8 | 98 St
(Lever) @ 5T & HRYT U Fifed o 3R FIEIITGdHT Bl
ST & | e @ arer el R & ¥ et a9 aet o
AP | AP ao IorT o FHAr 2| AT AMfSw & 3w
g o wahar B FO @ faw geRE W I qer SRONTd
yfrIfRral @ STelT—eiel @RI 8K © | WwaT 3 uRadeia
AT drell gRMfod’ 1 & Saf oes, SR 9 (@EitaR 379
T P AT W RRR AR SO FRA § | 39 R da &
AT #U I e &1 SERIRAT d A W w1 g9 gS
TIHT AT TR B oI Icerd N TN B AR 2 | Sl
dF UBR & 8 & — (1) uRaree Swileid (Operating Leverage)
(2) A< ScE® (Financial Leverage), T2 (3) | Salidd

uRerer @ foda

B.COM-504/135
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(Combined Leverage) | 7T fdaxunmeAs fda=a= Jmt fear o &1
gl

24 UREET Swd® (Operating Leverage)

uReTe Swilerd, AnTa—AmE-or fagemn & figra ®
amenRa 2 | uRereH Swerd v Rafy &1 uRamas @ o &
SR Y U IeuTe Hr H Rl AT Jperan vurd al B AR
a8 Bl BT B | 3R foad Saree @ AN $Ig AR el
el | Goft AxeT ot # Sdliere (rafaard—afaaRor g diern)
mmwmmélwmﬁwaﬁmma%
Rfr w3 Forerad &, R & P @ o1 N R o e §

Sales — Variable costs
Earnings Before Interest & Taxes (EBIT)

Contribution

(1) Operating Leverage=

2) Operating Leverage=
= o . - Operating Pr ofit

Percentage Changein EBIT

3) Operating Leverage =
) Cp = & Percentage(hange in Sales

T8 gRaTeH Saied Sea a1 fA R &1 81 9adl & | 52
gReETer Swierd Y @ forg SiRaAget 8, Fifes gud gRem &
W 9ga $F gt 8 | e aReEred Swilele ewEel @ forg g

e Ieiier B fadmard —

1 Eaie SiRked

2. wA-fawg fig @ odi®

3. W @nTdl @ g
Example -1

for=1 = peaferal o forg uRares Saiiesd &1 o1 HIY |



Pai't_iculars Company X |Company Y |Company Z
Output ‘(Units) - | 30000 40000 | SﬁOOO
Selling price per unit (Rs) | 9.50 | 10.0Q 10.50
Variable cost per unit (Rs) 3.50 - 400 4.50
Fixed cost (Rs) ' éoopo | 190000 240000

' Solutibn
Statements showing operating leverage
Items | _ Companies
X Y z

Sales (Output x selling price per unit 255000 400000 | 525000

Less variable costs 105000 | 160000 | 225000

Contribution (Sates-variable costs) | 180000 240000 | 300000

Less: Fixed costs | 90000 | 190000 | 240000
Operating profit or EBIT | 90000 | 50000 | 60000
Operating Leverage (Contribution/ 2 48 5
EBIT) |
Example: 2

IR, FREM B YT &Har 50,000 gHIEAT W af &
qRIfaT ST &FaT 30,000 FHIFAT 9 € & | Ay 7o 10 B
518 8| uRadia anrd 6 &, 918 ¢ | e i Rerforl #

gRETe Iciidd BN TUHT BT |
1. IR WA ST 30,000 %, Ui a9 @)
2 Y o A 90,000 %, WRY A Y|
3. 7% Il @I 1,10,000 %. Ui W B |

RareH wd forda
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Solution

Statement showing Operating Average

Items Situation-! | Situation-2 | Situation-3

Rs Rs Rs
Sales 300000 300000 300000
Less: Variable costs 180000 180000 180000
Contribution 120000 | 120000 120000
Less: Fixed costs 30000 90000 110000
Operating profit or EBIT ~ 90000 30000 10000
Operating leverage 1.33 4 12
(Contribution/EBIT)

SUYeRT SETERyl | YeRid 8Ir & & S-9 get o |
RN AN &1 /S 9ol S @ d9—a9 uRareH Scled bl
AT W gl S &1 99 SIareR 3 gard Refy # aRare
Silerds H A 12 & FAfd fasg a1 i § o1 =1 gRads 8
W ™ ¥ 12 A1 gRads &n |

URETe Sildd @1 ATAT (Degree of Operating Leverage)-

ufRerer Switer fasha #§ 8 aren ufirera gfe rerar
@ BRUT GRATT ATl H B arell yfrerd afeg a1 o9t & w39
71 UPR | Iarm o Hhar & —

_ %Changein EBIT
% Changein Sales

45 fdchg Sdld® (Financial Leverage)
fIcia SIiicisd avda § @R &1 & FAEeRf & | 9w &

DOL




aRerer ot § TRad @ ReR Riei arlf & grae W) B
s T v & st aReTer T @ W B @ 7 ), g
Rer Rty et 1 e e & B ¥ 9 i B g @
W-muﬁmawmwmwﬁﬁw-mm%i

fira Sciier® 1 @ o) 9 @ & g oW A gRexd 3 sive

TIRE B fRIY STeTaT @ TR TS AT T W & S A araafie
werT e e 2 Golt 9 onTd @ gfieaior & Rer a1 uRaddie

quﬁwmmmélwﬁwmww

QefprelT oo, T R R P X @ anie a1 @ @
YT e S 8 e awar Sien 99 g8 3 B gheR B
F1 AR gy 39 uRace ST arel goft B A S 2
ﬁmmﬁwm%%wwﬁwﬁrmwﬁa
W Gl @1 W e orgu R war ) wde Rty
ferie Swiieie @1 ReR T arel Sfpfrt. ok aRad=eia
Wmﬁﬁnﬁiﬁaﬁ%uwwﬁzﬁaﬁqma%mﬁmmﬁ?%gl
facia scce Eﬁfﬂ‘lﬁfﬂ'\’ YR (Trading on Eqwty) WWT?ﬁ
HET ST RS €1 4 I W9 W AR BT & Repd W g
farget SRR Fard & | uveg Sy sARe e fwta
Sdlerd B YA F07 fac Ue=F ST Wi golt & ufdr 3w 3
(Earnings per share or EPS)ﬁE\!ef'ﬂ'lﬁqﬁﬂﬂﬁ'\efaﬁﬁ g1 a8 %o
g1 R T € YT B ST oI SR RO afe @ STl W
TS dTel THTE BT T e | R RgEh Y Rt s
P i &7 W gl feam 2

SORT I & AAER. ﬁﬁueﬁww%ﬁﬁrﬁ
F0T SR TAAT @ ST B qaT &1

o WL 3 B @ wet ¥, i Scies § wrl @
mwmwwwﬁthzbuﬁmzﬁmaﬁwﬁ
fvar smar 21

yftare @ it
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IR Biee B IR, “faciiy Iied $1 F Yol & AR
@ 1 Goll—3JUTd AT fol GHUfrdl H RU-Yoll B U D
w9 # R frar o waar g1

WEaeeR & wRl H - facia Iiicie ArRo sivrnial @
Ao arel UG wfderd 9 g Goliaeur @l Yoy ufaed &
URERE S BT BES &1

Tol. o, el & IR, “facia Saids ta w9 a fRer
farclia TR BT 9T B B &e B 3R B & R 6 B
@ Uil aie a1 (EPS) W &1 Ud R qd 314 (EBIT) § &1 a1
oRad & T B TEE o WD

IWRIa AR ¥ W & 6 iy Scids s9 g &1
wefRfa avar @ Wafd e HREl ReRr @ arel PNt QS99
AT &l gl A A Mg Affd Sl 8 | @rifdd WU | I8
sfRRa s sigenRal @ g P qeET B

facia Scild® & A13T (Degaree or rinancial Leverage) —

fawira IR YARHS AT FOMHSD (IFgdhat FTal ufdadt)
&) TPl § | SIS Seeiield T4 WA ST & Wd &I UE IR Gd
3T (EBIT) B X TV W T &I & <X ¥ 30 Bt 2| 39
faudia. W9 &9 U@ IR Q@ M (EBIT) I X HU-Yol | 7
T A X A PA AN B | A Sildd FOTHS AT AT & |
IcAD BDRS Bl & Sl GHAT PRl @ g § Hf B
<al € 3R 998 g 1 N iRy o 71 Ak &t @@ o gd
(EBIT) B T 9T TR &M B R B TR 2 & o o Rerfdy 3
ficia Saes & 8Fn siR ufa 3iwr sl (eps) ft smnfaa
& | el St @ R 0 I A e & e &1 R
ST B T P W B o wad



EBIT

Financial Leverage =

EBIT - Interest

I8 W), EBIT= Earnings Before Interest and 1axes

EBT = Earnings before Tax

Example : 1
= FwEl @ facha Scds & 7o AR |
| | 1 AcCo. B.Co. | CCo
| . Rs Rs Rs
'Equiiy Capital 25000 | 10000 | 40000
Debt. 25000 40000 | 10000
| e 5000 5000 | 5000
Interest @ 10% on debts in all cases
Solution
Statement showing Financial Leverage
| Company
A B c
Rs Rs | Rs
| Eamings before interest & Taxes(EBIT) | 5000 5000 | 5000
Less:Interest (10% on bedt) 2500 | 4000 | 1000
Eamng before tax (EBT) - 2500 1000 | 4000
Financia Le»)erage (EBIT/EBT) 2 5 125

ST IR # R Severs @) 7T A B P

A 2, 5, 1.25 & |

facig Sxiier & A1 S F a1 Iafus F-faca

qfErs vE fad
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PR i Sl B /A B UHT @ISl 4 FX W G4 A1 (EBIT or OP)

qAT FfT 7 Ioi (EPS) B SR T W Y Wl & | T€ EBIT TN
EPS faveivur & & o1 yawH &Rl © | 39 dafous fafy o1 g=
“ Bl

Percentage Chanigein EPS

Financial Leverage=: : x
Percentage Change in EBIT or OP

Calculation of Earnings per share -

Rs.

| sales s
Lesé: All costs including depre. but excluding | DL
interest on Debt.
=11 | T ——
Les's: Interest on Debt OS—
Earnngs before Tax (EBT) | =meeee- ——
Less: Tax |
Earning aftertax (EAT) | e '
Less: Preference Dividend e
Earnings aQailabIe to Equity shareholders (EAS) R —
Earnings per share (EPS)=EAS/No.of Equity share |  s--==eeeeeeee- -
U e # EPS @ wor fafy fa 2

Example:2
X Company has the following Capital Structure:
80,000 Equity share of Rs. 10 each =Rs. 8,00,000
18,000 10% pref. éhares of Rs. 100 each = Rs. 18,00,000

B.COM-504/142
70 18,000 10% Debentures of Rs.100 each =Rs. 18,00,000



Y U4 PR W Id 31 B 9 IS "R B forw iy a9 afq SN o R
B I
(1) 800000 % (2) 5,00,000 . (3) 12,00,000 .

S B foIg 3ma @1 <X 50 wferwra
Sua Ry 3 8,00,000 &. TS TE R | G 3T B A

TR oIl §¢ fawiia Scciterd @1 A Tor ifog |
Solution
M | G | i)
Rs | Rs . Rs
EBIT 800000 5000001200000 |
Less: Interest on Debentures 180000 | 180000 | 180000
.Eaming before tax (EBT) | 620000 {3200001020000
Less: Income Tax | 310000 {160000| 510000
Earning after Tax (EAT) ~|'310000 | 160000 510000
Less: Preference Dividend 180000 | 180000 180000
Earning Available for Equity Share- | 130000 330000
holders (EAS)
Earnings per share (EPS) Rs.162| Nil |[Rs.4.12

Calculation of Financial Lev’e-ragé

Financial leverage = Percentage change in EPS/Percentage

Charge in EBIT.

@ Refa (1) w@ (2) @ w=a EPS 1.26 A —025 . T R

3 '5 (8'003000 . !004000 .60) ﬂa’ ! .
; l
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Financial Leverage - 119.84% / 37/5% = 3/19

@) Raft (1) vd (3) @& meg EPS 154.32 URWIT (162 6. & 4.12
. ) 961 8 Wafd EBIT 50 U (8,00,000 %. | 12,00,000 %.) gt
2

Financial Leverage - 119.84%/37.5% = 3.19

39 @ B IMR R [y Scdd 3 71 3.19 I8 Fari
2 & EBIT # 1 ufdwra &1 uRadw €9 W EPS # 3.19 URerd &1
uRads SH feem # g | Rerfy (2) # EBIT @ 50 wferera & geq
W EPS 159.5% (50 x 3.19) B Il & | AT EPS 162 &. | —0.
25 38 Wl &1 36 yR Reifd (3) # EBIT & 50 wfoema s@ W
EPS 159.5% (50 x 3.19) ¢ SITaT & | 31T EPS 1.62 6. ¥ 4.12 %.
& T 8

46 facig S &1 48 (Importance of Financial
Leverage)

facia vew @ &7 ¥ ficy Saees e weagy ufafy &
w9 # ygaa e e & | 98 fawim ok Rfan ol # ame
Y % JART fEHar O %ET B | SH WEria § $H & forg gl A
&I [aicd fafue fhar o Fedl 8 | I8 Yoil D Rt BT ~graH
A P e [ HI Golaww H AW R B @ g
URMRRIT & iU @ RuiRa wvar ¥ | gEd sl Ry e
Aot &0 a8 aeite Suarh 8 | AR IR &9 W as e
IR, 39 e ¥ fAciha Sl ) ae® ifd  (indifference
Policy) AFTE¥® &1 B Rl & | dev Afd fAxig yawd 31 98
wREef S R 6 OFR @R @ Wi AR srfwEt # ffa
Jolt @t WP U &} SS9 R - BF arel fRRR Yol arTa |
F¥ 8 Ol AUR B @R &1 ur o < aifee | 9 8 facha
Saiierd, WA & Suan @ ey sewe am iernRal o gy




3191 316 (EPS) JpaH < HHT B |

39 UBR B AW © [ Aahd Sclde Ud BH BF ol
G effRa &= 4, ferenRal @1 aifdie e <
3R ST Yoil ARTd H $HHI 6 BT TP AZAYUl SUBNT & | IR
I8 &M B & ficia Scied U6 SR 33 (Double Edged
Weapon) @& GHF & | HFIA1 BT YIS I8 8T iy fo Rer @
grell Goll T YART dRab anTd ¥ 1 g afla o) o 6
AT YOl 9 U B 91T O 9@ | A @dger § ReR guR
SIRTA 71301 3 9 3Afdd 8 dF F9aT Goll &) Yoarg TS ot
2 | IeTERY & forg PR ¥ 15 TR & =t W 20T uTe Y
3R 39 PN o1 Gufeadl § fAfEeH axa 25 ufdera aifdia &Y a
HHH! 10 e o Mg AT X O g FA 5 ufaerd BRft o
B9 aer SiEenRal @ de Bl | 39 UaR W & 5wy
Il Th QT TR B G 2 Sl IiSETRAT 3 3 BT 9T
@ qRIET UK BT 8 A ARI-RT S g Sa @
SiRew @ giora w=ar 21

fawia Swite® @t HIT (Limitations of Financial Leverage)-
39 gl @l @ gawara dMN A geR §
1. U8 39 9al R IR 7 6 Rof-—goll & avra |dq

fer &l 2| g g% W= sramasiR® B | 9ed WiRkad & wr
a1 R A gt 2

2. gg 9fafer KU—ySll & W ART (Explicit Cost) BT & &1
# IGAT 8, IRAE NI (Implicit Costy PY 81 |

47 WYa S«ldd  (Combined Leverage)
Rl uReEre 3l d facia @@t & MR W Sd b
AT Fol I<ilered &1 G AT M Scilerd @& M- ST S

afterem wd e
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& |YId UG BT T a1 ST W | WYdd Seciord dNd H

ReTe Ud fAciia Scieis @ Ggdd TG &1 A4 Bl © | 9l
IRUl vl ¥, WYF Swliad B AT gRee Scileid H
AR SR @1 U B ST A S R (5% S A T
A E |

S—VC . (8-VO)-FC

Combined Leverage = _ :
(s—=V(C)=-FC (S-VC-FC-INT)

= C . " EBIT
EBIT PBT
.
PBI
8l W S =  Sales
VC = Variable Costs
FC = Fixed Costs
INT = Intereston Debt Capital
C = Contribution
EBIT = Earnings Before Interest & Taxes
PBT = Profit Before Tax
Example : 1
e fafice a1 i focet 19 YR 2 |
Liabilities Amount | Assets Amount
) Rs | :
Equity. capital | Net Fixed Assets | 270000
(Rs.10 per share) 110000 | Current Aséets 80000

10% long term earnings| 150000

Retained earnings 30000

Currenf liabilities 60000
1350000 350000




HHI T el FHfeRT e ST 3.0 & ST IRl uRare

SR 1,50,000 . & T URac-T2ier URETE eTal BT SIUTd 30

YfRIT 2 | 3 &R DI &% 50 YA & | W P foIU Seileid! &)

O] BT |
Solution,

Income Statement of the Company

Rs.
Sales (Rs. 3,50,000 x 3) 10,50,000
Less: Variable Costs (30% of sales) 3,15,000
Contribution 7,35,000
Less: Fixed Costs 1,50,000
EBIT 5,85,000
Less: Interest 15,000
Profit Before Taxes (PBT) 5,70,000
Less Taxes 2,85,000
Eamings After Taxes (EAT) 2,85,000

2.

3.

Computation of Leverage

Operating Leverage = C/EBIT

=7,35,000/5,85,000=1,256 (Approx.)
Financial Leverage =EBIT/PBT

= 5,85,000/5,70,000=1.026 (Approx)
Combined Leverage = C/PBT or Operating Leverage Financial

Leverage
=7,35,000/5,70,000
='1.2894 (Approx)
CL =1.256 x 1.026
=1.288

gitaren e fady
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Example : 2

T A B A 350000 . & | uRaceied @rT A

&Y 40 Tfrera ¥ Wafp Rer URETEH @RI 105000 &. & | 0T T3l
TR 3 S BT AR 21000 . & | 30 aRarer e wIm wge
See] @ o AT | Al R ¥ 5 ufiea @ oy @ o
39D YTEl B GETR |

Solution,

Statement showing computation of income of the Company

Rs.
Sales 350000
Less: Variable costs (40%) 140000
 Contribution 210000
Less: Fixed costs - 105000
EBIT 105000
Less: Interestondebentures 21000
EBT 84000
(1)  Operating Leverage = C/EBIT
= 210000/ 105000 = 2
(2) Financiai Leverage =EBIT/PBT

©)

= 105000/84000 = 1.25
Combined Leverage = C/PBT or Operating Leverage x
Financial Leverage
= 21000/ 84000
=25
CL =2x1.25
=2.5



ST ST 2 O W 2 & R R ¥ 1 gl
@ gfg, HR W gd oM ¥ 2.5 gfaea 1 g B 2 1 3 5 wfoera
Ify T W AR A T A F (25 x 5) 125 TR gy B

T Idlerd ) AT : Y Scdield DI A 39 e |
eyt & 6 e A A= ¥ uRads BT ARy 3T o TR TS AT
T Y T fara o < | R 5 T RN s @
forq Ao 99 T ST At SRNT o i R |
R WA B SR R SRREA & SiRan @ @
fwemor vg fufkor f&ar s w@a 2|

48 YR

SRSt T V¥ UG B T & T Y R DI BT R |
T8 T 3R IRaw ¥ gy dar € O g AR RfaRE o w
T B R A W I I BT AR Y DY © | 9 qD A
W YT B qTel SY BT WR &d1 ¥&dl @ | 920 Sl il goil
TR U ¥ S AW YR B H bl Bl & WReq fasha 3
# B M W I8 Wit Yol IR @M @ gfoerd § o w e
T@ P IR a1 3 | THavel I A W fora T 8 1 78 ella)
@ forr & IRUT Ug: TiE A B Faar 8 | o geR dieR
P fbar A A F 9 7 F 4R S & o 31 S R
<fraer ¥ 9f a1 A W ) ERIE ¥ G ¥ o g
T B TG BN G & | R BT B! Ak @ drufer e |
facir yewer # ot el @ ok yewE # %01 GOt &1 e &
®Y ¥ AT AT B | I T§ FEA S RN B S ANl B M
R R JqEE GaeH & o) $9 R $ Q& T qaadar dl
30eTT A I B |

Rt v i
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49 9IGIGoll

mzsﬂmﬁmwﬁwﬁ%a%tﬁamm
P arel ufed 9§ 2

IRETAS oflavs : uREred diavsl 89 WY 3~ BIKH & oid
fasea & wrEr # 8 Al aRadw WRen & uReErer oMt § o
gRee &R 3 |

fachia v : Ay Scids g8 gaarar & &, goh a<aqr 3§
RITA! AT Goft T AT Yot &7 ST o ararel # fabam g 2 |
AT $HDT FHAT SRR P -3 W a1 Jo1a FaT?

TR W 577l fhar 721 e effarst &1 |gad a1 fRfda dfaxst & 9
A ST Sfi 2 |

410 A—WN® YI-

1, SRSl Bl WHSIK §U S USRI Bl ARET BIfT?

2.  GREred <llavst & 91 A 2 | uRared dfave o faRga
AT HIfTY?

3. fIcig otavst @ & S9! 701 DY @) Sl 2 |, a8l
ERT W BT |

4, WIR ARG 9§ AR T | SHD AT BN AT DY
foar Siram 87

5 SAIEA - 9.0 FT fAvelmer HfT vd @D deverd
fig  fuikor RS & aren Hifm |

6. “TiaNel Udh U SUBRYT B AN R Ol &1 ARG Bl BT &
T SR SiRgw 3 gfg Fvar @ o gl &k R gl s
Bl X H W gl PR FT AT S el 21" ST B B
TS RN DI |
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gyl -aitrfe

w0 ATHyeR Ta HOTNT - eI

g0 glhvrers soware afts qumelem - sriwg 9aies
st wHo WAO wAIwAT  Forwiud - g

WYEATS T
w0 Wferar sarea FrRve, quw R o, 78 e

W0 w0 o gy ¥ IS U e Hehrd, WeTeHn i
wEE
g0 o <o afEam fiet, fomy favafeea, oo

W[ TTod e # favar & wafe vl e vd R difers W s & wd & 8

©'wmwﬁwgaﬁﬁwaﬁam,mm

weifter R 39 wraE-arl 1 & f ot S Rw Wi 2vea g Rrvafrem @
ferae arpfl fore fomn, frfiriomes sreran fonelt ovvr ey & q: ey A oY v R R
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@us-3 uRea-

79 @e ¥ i Yamue & ot faag vt & sren et
G e A ) T 3 5w P e 9 e e B T
21 398 A F Frivier goil ey i wefl-+fit T R T 81 TR dH
% vt o o1 S o @ Ry o e freor s o T 21
5T IR Ty vd W fel 1 Yy 1 fawaor fan e 21 g ae
¥ Jere yavy & fftrea aegmn T B

B.COM-504/153



B.COM-504/154



s@ls — 1 faca @ | (Source of Financing)
THIS B vuREl
11 I

12 WRaEA

13 Sredered T & 9«

14 HEPDICIH U4 AcADIei fded & Al o1 3qef
15 #Ag@eA O & |re

16 IgdeE I @& wre

1.7 AR

1.8  U<EeN
19 W-IR& U

11 S3_W
39 SPIE B Ug B 919 3T 39 A & g fb —
o JHpreiF I & Hia 1 w9 S|
® WGl A & | I 6 |
o I fad & ARF I S |
o TP HIGH F JcUPIel UG FeAdleld faed @ |EAl @ Jged
G2l WL TR G |

1.2 WGl

=t @ "em F R & anEl A Agayet e Bkit @
Rrad R TR U GG 3RIaT R BT W BT 8 | SrEdlel,
AegdIele U4 doudren-  fac @ WhE Wiod @ Sflad w9 A
3aRerd 2|

TR SIS A 370! HAHR TRAT B TS & Ol T Bl B
e = B fAlea wxa & e @ Wia adam afoendt g # s
yerdl & forg Ayt fvfg g 2 | s smR W 3 98 79

B.COM-504/155
S



forita fofa

B.COM-504/156

6

g ¥, fac @ fbw da ¥ oo & Nwa omrg &9 8 3R SEH
Searedhel JAfeihe 8 R HiTe B SHa Jravadmas B gff B
el o W |

1.3 {e@rei faw (Long Term Finance)

Ao R % o O e e 3 & 9w
a4 | bR 79 a9 AT e Ay B g s 1w R vl
%lﬂéﬂ?ﬁ-ﬁﬂﬁ?ﬂﬂf&ﬁﬂ\ﬂmmﬁ@ﬁ#mm%m
mmﬁﬁzﬁwﬁﬁr%lmﬁdmﬁﬂﬂﬁﬁaﬁw@ww
wwﬁ%wﬁwﬁamﬁﬁmﬁmm%lﬁmﬁ!ﬁm

aﬁaﬁwﬁamﬁaﬂﬁeﬂ%ﬁﬂﬁaﬁ’r%ﬁmwwmwﬁ%
o 9 fac v & 21

dfarele i & S -

1. W g 39 W 3T OOl B TR T |/ & W oM fEl

¥ farfore @ & areifr Yol &1 Ui w1 Rree ydie wew 3t
TR BT } 37 FHEATT 81

fftwand -

— 39 Io GHfd M O & O SiereniRal @ TR 99 O
g

— iEREl 1 TR 3w 3ifba ou 76 Wi B 2

— oo e @ e O § 9IRS e SR B 8
_ i o SR e B & o sieenRa @ T @ o e
T8 o

—  3ieERET B T W A W BRA BT IARBR B 2 |

— iy Qe ©R goll @ 9 8 g1
() T AW Yol —
THATI 33 T FA D aridd WHE B 8 S S B



SIfEH Hl §e Hd 3§ AR AAY A HA HT SAABR qATGBR
A W P & K 1 @1 g AW W e st R fafda a7
et | SRt ATE B H ST & AU A uEdT sigal @l 21
wedie aRET & TR et @ e ad @ e el » 7w
Harershl &1 Ta fhar Sirar 2

) yaifer siw gsit

HITA & FAE FAT B YA DA o A€ A o< e T
gaifiesR sierefiEl ® e araiy W A H ARHR A 2
3 ST W A & oG GHAT SLHMRGT Dl AT B P
fepar St @1 St o foeeT @t qwn # gHed QRET A
H . 9gT AT T gERE § qaifasr seEiar st gst
FOH H A @ Afeh qaifsR SEIRAT Hi Fo= W =707 H
AR &l ghaT| qaifasr Sweial @ ybR e 8-

1. deeft qEffier 3w

2. =t qaEffysr siw

3. HPfeR qaEifder siw

4.  IRATER qEffasR s

5. ied qaifysr sy

6.  STINET Yaifehi 3w

7. URedqefter qaifer efw

8.  eufad-siier qaifasr e

9.  H%a Eifehr 3w

10.  Scayfad qaifaenr e
2. T gsfi-

HIHT IUshHl i focia savasmast &t gfid & faw sy

Gt o 3rerrar o gsft w1 STFT fohan Siar @ 3§ =T ¢St sed

g1 78 gt Fvrerarei g/ == St St @ S g F#or formt g
FUT GAl, o9 YAl UIH, Qrafy F:ON 9 Aqreaq @ ST sht St 21

o & @ree
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FOT gsft @ AR HAut g o3 13 701 St ferfad
i T T % TR @ e @ F W e @ g o gl
2 otk 39 W Fur ) TR TE SIS &R F FAA VAl Bl Se™ @l
2 orufa Fur uF R & AT gEl % oA frifia ww e
9T & S T H pia T&H FAT @ AR 3T @l H A WE
T 2 Rres otefia 3 Frdfee fpw 13 € 3k s=em wite= @iar 21
(}) FTOT9A-

FOTOA § FOTGT WA AR HEA A oA st w1
gftnfed fRaT AT 81 91)R 3 S s gEiE W TR S
R g1 T8 | ROTGEl i gHER o T e foeg sweEn SEvas
3

1. FUTGAET HF 3 TR @d & @ Jd 1§ Ad /=

&I AHR 7 2|

2. FUTTA HT Y oo F FHI-fasea fRam ST ehar 21

3. FHIGR FFYETor ST Sk FOGE & qEAH @ et
ST § FEOT ST S 2

4. FEOTGET H STafy sgET Qe At 3 R e 7w
ol @ qa Al gl

6. et fames it Rufy § FordHl @ WhH aradt ¥ st @
g &t 21

RUTGA & FhR fore -
1. Yied TE AR M9
2. USflgd wd argeh FUTIA
3. uREddty e stafada ForaT
4. gUHa wd AGURE FOTIA
@) wrdufie Fkor -

o5 gt &1 qET B 8| F8 FOT AgAT Sl @ oA
s @ ww fhd id § R prae i ad & ey § At
TG 99 d% B AGTY deh ardr 21 A gwd fye €1 S9-— DB,



IFCI, ICICI, FCI and Commercial Bank etc.
(a) wftepfoar o stvs -

Srefprel fac @ AEFl & B9 | 99 U5 U4 §iUS) Bl BIe)
gaer 8 | 3rfd T Hus O R O ARl Y 9 IGa
frff fBa oma & fors Wik & gRéa a1 weanyfad ous He
T & | 30 <9 H 39 divS B ©9 H ST O & | 991 93 HEA

NI ol 1 =0 &1 yAYA & | O d9l & gafeadl wR
gHTd S Bl 2| 9 U3 A= yeR @ B0 & W A § —

(1) =9 & AR W — 9ES T4 Uoiipa §9u7 |

(2) Y& B IR W — TP U3, TRE Jad, FHIRGD
Uqd IUHRYT I 77 |

(3) wEEH ® AR W — o, fdem ga fawr, At
Td g, FHRieE U9 gAited, e 1@ faR uE sy
SRR TR | |
(4) I B IR W — 37, FAREa e, wriieR vg anmfar,
Reriavor Ud R Mad I |

1.4 HABICA U9 3] fﬂl?fFl faca @ aEE (Sources

of Medium-Term and Short-Term Finance)

e rderei faw & w9 A B snar 8 | wemarelF i § @ o
Y iR O 9§ T @ o) 8 81 T o o R gt @ e &
&M a1 § O PN HrIAE Yon B srawadEant o gt s 2
Aeioreiv faw TaaeiH faw &1 go 3§ aifte o[l & fog 8k 8
g o wwfeaal # W fbar S 8| adwm aewie
T # EAFT O @ AE 980 Hewye! ST Rl B Rl
ool 3 fAmma € s smR R wwfAl a1 | a1u araegearal
& it = & forg faf=r wal @ RS yo ava & | aeadreis faw
P AaWHAT T 94 A B A, T AT /A aui a > Iy Bt

-\ F am

B.COM-504/159
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2| g 39 A &1 WO adE & e 1@ RaR, sifaiRe
<3 T SR BT 4, FEAFT BT TR, R FOTS g drvst B
Sy, TSI W, RS o o @ forg €T & | wRa §
relH fac & yan e wmmEl 6 Jern S 2|

(1) &% o7 (Bank Loan) —

aefa ufeRasl @ g S gRT AETBTNT FOT YQH BT,
B H ST SBt @ TE@YT AP & | FeABTEA e Y& B
3 P e & - (1) Vos O, ) Ry, () wRwfy o
(4) afEl T TS B A BIA G (5) W T FOTH] B TG
AT | ARG b U HH TS TR TR FEAFSBIC 0T & HRel
£ 3 Yo oefie S, Frmt ¥ FRRRT @ 39 TBR B R0 S
o 2% & aRa e Rere @ gRfed ax <8 &1
(2) wem quiifteR e &1 AT (Issue of Redeemable
Preference Shares) —

T A WG # e Q@ER SE AeEeen faw @
Y TR U4 AT WA & a=a H g7 o W g FARRed @ @
AT T ST @ | g% 39 ufg | i 9yt § Sear ®1arer il o
g
(3) wnem =wul wAl &1 PRI (Issue of Redeemable
Debenture)—

2 2| 78 &3 e & — SRgeR SE, S S, gW e S,
mﬁ,ﬂw@ma@mﬁmﬁﬁﬁmmﬁsﬂwm
w3t &1 frfa fbar o & | ARa #5710 oA @ el §
PeiRa @ @1 e B g § ok Pfe W R ER W
ST et <H W aTa % &Y I & | AR g e @ qd @ e
T FHIYT B S & A %01 g @) R SR 89 W < | @ i
BT T SRR e AR srerenRat @ IR B YA | U



R T &1 T BROT ¥ WA FO T D URE S TR
£ 3R T Q Teg w93 B Y BR o B

'(4) w1 89 (Public Deposits) —

TAM SO AeHAGT | @ smavgedr @ gfit @ fog
vt o SR ¥ v PR e T W P WR awd
&1 ARd ¥ S W T I B A R Sify wree @) AR §
ST | 7T EHR HRAMT U JRHT IR B o faeioa argAqee,
WA gE 7 3w i 9 &1 weer of | AR W Py @
I B FTAR O AT A whenfigar TeRTs  HEits § o
afRRedy §uTe, afierrs, e qer oRm # 4 3He! A sgd
1 38 2| 9 Fde | fiem ara a € WA, 9 @Eien, g, @
STt @ ot @ R | R N, 9= FdT e 3 wHE @ |l
& M B ¥ | o st TRRufN & § qa A o Perg s
¥ e O & g R T HHC B AHI A O WA BIaR ST
AT AT A 2| 1920 B HET Rredamd W & @ W Refy wrd
T ot | o R R ¥ T W PR R B
o 8 T | Rraer wRum aeafie S § aRafda & v @
HifS, SEl @ I ¥ e Suaer 891 e & T &) =
SR T e S Reaftr § arow et @

() fiftre sy mwﬁ ¥ T (Loan from Specific Financial
Institutions) —

YRA ¥ FAPTeNT i ara FRA A ufhar 1048 | UR™ &S
Rrae goma ard sienfre R fm @ gR1 & T B

faerg ¥ fy o™ @ fog & & | Rt aRom o™ =4 @ R 4
# 3 faftre fiwia G s 4ffer wdute e @ staife
foramra ¥ Prifem e Pide o <@ &1 ok 9Ra O Qo F T @
IR B T GRemd AT A aRE B B W@ AR Fedren faw
Sueel 3 Ve | v R et frefofaa €

fim & T

B.COM-504/161
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India

LIC)

India

(8)

HReir 3enfire fas A (Industrial Finance Corporation of
India or IFCI)

TR Sefie fad®r 9@ (Industrial Development Bank of
or IDBI)

HRAG Silgq 91 (99 (Life Insurance Corporation of India

AR =g §91 919 (General Insurance Corporation of
orGIC) | |

it aitenfies faera i (National Industrial Development
Corporation of India or NIDC)

Iy fawie A (State Financial Corporation or SFCs)

SR GEPNI fa@r A (National Cooperative Development

Corporation or NCDC)

G 7Y IR AT (National Small Scale Industries
Corporation or NSIC) |

3= e (Other sources) — SWRIGT ARMAT T AR B

Jremar e wmE f BegeTed s e R § -

-

PIT g g ERBRI gIRT fAcia GerRIar (Financial Assistance
by the Central and State Government),

HHATRAT o 9fas g UeH A (Provident and Pension Fund of
Employees) .

fobvran spa g fabva AT uEfd (Hire Purchase and Instalment
System)

fa<sh fafarT (Foreign Investments)

yfenRa 31mg (Retained Earning)

P T (Inter-Corporate Loans)

fae wemTa fa@r (Foreigp Institutional Investor)
fa< et ywer fawed (Foreign Direct Investor)



15 3IcUdIel facd @ W (Sources of Short Term

Finance)

STl R & Wi rider gl @) amavamar o Fe §
Teaql e e 21 aF 9id w6 9f 9 BF e @ s
Pl (FEETa HAorgy aa, R, FEl, 2, @ oanlR) @ forg
T ST ® | SreudTel fae @ qed Wi sferad € —

(1) d% 49ia (Bank Sources) —

¥ R ETIaT I AR SO T Sawasasl @ ff aee

#| IRT § TPRIE I gRT IrUBT faed &) e BT Yo
YEE Bl ¥ I o ydferd 81 9 aitiNge d% 9 w0 |
JUBTA DY TS PR & |

1. g %1 (Secured Loan) — 3feT@leie {RIER 0T &

R R S et @ Rgforan St wrer et o g & w0

¥ ¥ P ITCT HIA! & | §b ERT ST BRIY T 39 THR & 0
PN P g gEfeadl R TR ST~ B B |

2. et A e (Discounting of Bills) — §9H d& 3+
UEd @ UIF fdell &) Heldl B T 8 TH UBR T6D B g0
& srearend fac ura & o @ ok uRRuerean fafdr sm o eilg
weR gR e @1 gt 3ifhd qou d& @1 A Wi 8 1 39 UeR
HAA B BN W UED B I < g o 8

3. JftifAsy (Overdraft) — §& ERT UGS & Wbl Bl I
IHD WA F AN oI I BN W A A1 e 2 | UES D
fif¥ea @ oo & sRfaed o glaew of & & iR s arwa |
BIRIeT @ <If3r R & o B 2

4. S WG (Cash Credit) — ¥ e & forg & sifdraad

o1 AT (Maximum Loan Limit) T8 &% 30T & | TT6e (01 ANHl

for 3 WA

B.COM-504/163
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@ e FIRIe HR FHaT B | I gRT Bae SH FI AR W AT
e o Srar @ S 7Ed g do @ el Bl €

(@) - A—d% |reE (Non Bank Sources) —

IPHTN facd & A OrE 391 B AfaRe 3= veli | wre
B €1 3 une Frafofaa & —

1. g7 9 fac@ @swafaai (Leasing and Finance
Companies)—

TANE U@ H PAAA D AAPINT i geE HAH
AR T e BRI s T FrTé #1 5 g R T
U UTY: el GHfeqdl R IR & Y § 81 & | S 0T USTH B
e & oft| g g1 & a¥ A ool faw sl @ waw iR
YRR @ PRV 399 fvae i W weq freg o w1
2. <t ¥9T (Indigenous Bankers) —

Uil AT G AHER BH ¥ AeuBron faaias # <2
B B ipT At @ ¥ | 3 <N 9% AEREIE T WY B G
¥ SreUpTeN WG G USH FRA 2 € | 39 9Bl § KT Axerl

AR gl ¥ e 5 sivaRear & fe Sman 21 fR f &1 &R

@1 3 B 7 FEARS TU | WYV B §h A E |
3.  @UR® 6/ (Trade Credit) —

3 UPR DI ATBC W DT IYAN, Heh] AR G
ol =R fan dxa € g fefan g7 SuR et &1 fasa 15
3 & 3—4 719 @ forg b o 1 39 ol B forg B
&I foran S @ @R oot R @R T A1 B SEER Al T
1% YA T ST ¥ 1 39 UPR B AWRS WG §RT B
SRIG  B Golt & Y ST araies TR S v wed
2|



4. ‘Hﬁﬁlﬁﬂi AR m?hm'-h g (Public and Inter company
Deposnts) -

3 FRT &1 WoR o W@ ¥ A Y ~ 1. 7 8w (Call
Deposits) S & a7 @ o W a0 WS fHU S W | 2.
Yariie e qen 3. srdarf¥es feu & wu 7 8 wad 2 | A fey
39 SR B A W e o § R R 3 wfet are
| |

5. 31 WA (Other sources) — 3y faw qfd & §v 3

e g, W —
1. fre el W (Instalment Credit)
2, 31qcd &Y. (Outstanding Expenses)
3. D foQ SraeT (Provision for Taxes)
4, _Wﬁﬁﬁ 2 (Accrued Expenses)
5. WRPR P fAxig BT (Government Credit)
6.  @mil &I GARAFAIANT (Ploughing-back of profits)
7.  HaTe®l @ 0T (Loan from Directors)
8. B PI¥ (Depreciation Fund)
9. dHaIRAl &I Elﬁ"l‘iﬁml (Securities of Employees)

1.6 WRI9

e & e @ Frepd 7E @ R T wTe 31 R oo
TN T4 Searene iy idt @ sravadar g @ S sty

@ IR W o famn mar @ | e @ W, Ie SIS B e
B &1 R ficra Wl & 0@ wred o aikad Frefe &) e
YHR A B 1 R P s Prefe @ e St yeR @
e & ik a1 facha arFl & FRefe 7|

1.7 wmaz-ﬁ |

— 9Pl fawa @ | (Short Term Source of Finance)
_ o af @ R R i armEl &1 e e o @ 9

far % W

B.COM-504/165
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AHTA T & G Hed &

- e fic @ wEE (Medium Term Source of Finance)
~ U W Ufg a¥ & R R R arml &1 i fvar s @ 9=
FeApTA fi @ AR PEd § |

—  Od@refe faw & WeE (Long Term Source of Finance)
— dfa 9f & e & ford R facia sl &1 Sy faar simar @
3= e fi @ arE B &)

1.8 W—URd Y :

1 aderdn R @ O @ ¥ SR SaR AeEEed
YRAT PITT |

2. Icudreld fiw @ WRE g1 € g9 vl S|

3. WRd § Iuciel facd @ WAl &1 Sooid BT Td [Sqdhia|
fac & IR—arAT P ARAT BT |

4. HABIONA fAdc @ ARET Y TR §Y 3D ARAT BT |
5.  3[cUBTeNd Ud Hegdleld o @ ArFET & 3R B 9Hsisd |




FPIE— 2 drdefie SN ya=a (Working Capital
- Management)

THIE B HRE

21 SRH

72 uﬁrﬂ

23 RIS oi BT e

24  BHTEL Yol B AURT TG Ha=

25 ao‘nfs’na Yol & AaegHar Ud A

26 BRI Yol Bl gHIfdd @x= drel G

27 ORI

28  W=TECH

29 HW-RE U

21 9gavd
T TR P UGN B AT T TH A & TN F —
Praefier goft @t 3l a1 wa |
BRI Yolt &1 SR 1 A |
PRI o Y ST B A
Fridher GOl @Y Wi FY AT At o @ AR 6 |

22 UETE

felt ft W # Prfel gl ve wewqe faw Wi & fores
e & e wdl @1 emawEHaRl @ ff O ¥ | 5T ¥ P
ool 7 aref wRiThe goit @ faRuRT, S o @ sawad Td
Prieie goft @Y STl e dlel eat Y AT SR foa T & |
P wEr ST & S GO Rl o wires § e Aee
faw @1 91 8 S srcudren At @ AEEH | HASH Bl Al
Iff o ¥ | I Wen @ gars qaed @ fog sl go
1 BTGP HaTeH BT & BRIt Yot @ e e & |

B.COM-504/167
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23 srfefia goft &1 apef

A B GareH A GHfa Ra-ufifes & sraegdari o
W B B forg BB Fwfeadl o srawgea gl § | g9 wwfaal §
ot @ witsfer R S &1 g etk § AR G @
BriEeT Goh Ped & | Hridier oit raar & faa-vfife & smaeadarsi
& gff vd wfy &g Rer wrfai & g smavad qoft & wre—am
e eferar @ forg off waie ot ot wrawen st @ | el At o
A1 fer i =1, WA B AQI ¥ 9 B B o o @
s @ o | |

24 HANA Yol D JTEROT ¢d g+

i goht 1 ot agd REeRae ? | gHH wdArg gRHmT
& & 13T e AT 3 7T e B | swp! ey foba
2| o PRI GO0 @ arcfam aef B wHIE @ fT IWH I
TR T 31 Td faveryor araeds 8|

Bridier goit @ sraureny e & —

(1) RS IEERYT-

U FAURN B JTAR HRIM o o) 7151 2w a1 Hel
], GfTal O AT B IWIER BN | Wbl Bragiel goil (Gross
Working Capital) RelT @ W#% gel w¥afcadl &1 arT (Total Current
Assets) & W BRI Goft & | are] wrfkl W anerd o Wt

¥ 2 R dwied af & SRM Ade ¥ uRaffa fear o wwar 21

o1 afafer fsan e 1
(2) OIS ITERT

g RN & SRR e, e, wr e ¥
wU ¥ AP Bm TIfRe | it awr ¥ a1 Wil U el Sl
TeR 21 aY ween ¥ izl Yol g enfl | erdeie §oh 1 7F oref



TPHTH! AR TG ARRN WA ¥ e Suge a1 Siar & Wat
Wi T g9 Q1T € 81 A Bfea B | T8 R e
Ug<] (Qualitative Aspects) TR 31fd® a1 2t & 3R orar= & averar,
i ggear iR Jrem A1 & Gue B B

(3) uR=rET 9% IgERIT -

fes1 ufifea smavamartl & gftf & fore wwe e & sraeamar axh
2 R wiy o ot & wre & s & 2 o wad 2|
e R & fog fha Fes I A savaear B 2| U8
g IRaTeE 7% W R FRar ¥ sefa Wl @ B9 U6 A ¥
HEAC © | IS TRV (Modern Concept) 3ToTdel HTHYNEr Gofl
B UP 74 R fasRid g¢ & S aReTer sh SR (Operating
Cycle Concept) & 19 ¥ ¥ S SIHl 8| T SMAURYT & AR
osh B A H avgHar gxil & | b SumEH & Wt aRares
3y # R He o9 W SavEEar xft ], 98 B go
HEARN 8| 7P &9 B SToRd IRATE AP DY AR P aRerer
Rl W amRa Bt ¥ 1 uRw § e GO & R Tae a9
Mg BN & | SHD A1E A 6 § Pl Aol B [bAT W B |
STEH UfhaT Fel AT Bl @M Arel vd fAfia wrer # aRafda
&R <ot & | AT w1er @) SuR fassg R W vavey R sremar wTd
farz @1 8 oar 71 R 9 # A@ om aqe fear o & 3%
SR Yol @1 gRaTa 9 IRER Feil <&l 8 | 39 9% & AR
Gofl 1 U 6T SEY WHY A i Tdhg | Hedr Al AG R
A1 fAffa o1 <R 9 g faud e # uRads gr ' 7|
URATE T5h BT Ay B TN IH IERYT W WS O e & |
IR fdlt aERIE e § AHhe Abs | HeT AT @Ng R 20feA
HUSR H 1 A1A1 & | HedT Al ®l (AT Al a9 H IcareA gfehar
15 i1 ol & Afifa et wefomn & 27 &9 w9 @ 916 SuR fawy &

e gsft serem
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2, SuR fama & 10 R 91 W= Rws yr g @ ok yr faus @
Rrps B el 18 T @ a1 B A T IRaTem g% @ Ha 9ofdT
(20+15+27+10+18) MY

uReTe T % o R @ B, BT G 2 s
A S & T 2f SR SaTeR ¥ a¥ & e ¥ R @
HTAT 90 § B T °h T F B 918 919 T TR b URW IR
2| 39 TR a§ H TR 4 AF (365,/90) T &I A | IR HE=AN
ﬁa&w%aﬁqﬁimma4mmﬁmwmiﬁaw
1 Eﬂ@?ﬁq@f (4oomo/4)m¥ﬁa§frﬁwwﬁml
sriefie §oft ye=a (Working Capital Management) —

e # At A 4 eridiel GOt BT 89T AaYEE © | g9

| fte & e 9 TR B e v gy e gt @ A
| aeEHdT FUR BN AR | B YOl @ yev @1 Sqewd Hw

&) AT, wHfEl Ud A Tl @ W §9 UK e e
T B & o5, it golt @ A @1 ek srgdera 8 6w |
o R o @1 ye Al e @ siaRe W R | gafey
Frieiel GOt @1 Wewr U werr & i drl W fEE ey ud
S HTRIB Y IR & H Heres Rig €T ¢ | dride gt
P VI SH TR @ SR, aRer T eI @ 4
HHGE §1T TG § Wl $val ¢ |

e PaHR B FAeH & forg Wi d BRdiE < geR al
ool @Y aravadar vedl § | e ot @t Rer wafaral oW — o,
o, A A, BT, e ganfe # v fan i 8| 7
S wewr @ forg golt aored, anfe wfafelt wm # o omh € | g9
& forv amavas B 2, 5 Td wwfadl A e fear o 21 &
1wl s vafvn, v fvs, anfe Wit B # | aride
Yol YawT BT FRE TG, WAl @ ATe Sl @ i @
opaRRer e & B | “orieier Gl S ST e § At
3 Y =T wrfa, e S Ud URERE SRRaEEl Bl yafa



P AT Bl ¥ | prieier gt e Ry e Sl O,
As (@ favor A wfoegfer wra fAus wd <Efoan @ gerE 9@
g g 2
25 A goll ) IS ar ¢d 98

A BT FATAd S A 4 R wwfcadl B ues a)
A T ¥ A T R o wor a3 Wtk @1 qof ST
o § wgug § ant Aafta fsar o1 aear 21wl awfcaal e
ol Sy eRie off @& Sfaa swam W flk a=ar 21 o
e B fa—ufafes @ fhamai 3 srddfer golt & uawr o yfiar
ST AEEYYT BIC B | ST JNITIDAT AT B FRfTdl Y 5
feT @Y YR YR AT U9 fAfe W gy 99 B | 39 B
Frieier got &1 FulRer e o sTawasar o1 & A W@ 8¢
o e & | | fwd of e ¥ erid ool A A A @
FrEaTIHar W @ B =Ry iR 7 & B | Wi & Rerftri sgawm
@ forg sifeRe Rig okl 81 o @@am & sriEa o &1 98
W BT 2 9 AE IR § 859 @1 e 2 | g8 DI SN 8 X
fireren & 98 o1 FR U aR QT 2| A f Fgw # SR
ol A @ Taid B € @awr o iRt aRwr A et
2 3R 9N A 9% WOE SF AT 8 I FATH B AR FRR TN
e & | SHfe BET ST € 6 e @ aReran @ Snavadan
=1 ¥? 3R TR &1 gaE 9 iR fha ww 9e SR 8

@ @ e e ad awfat € S fw = @ 9 9
uRaffa i w1 goar &1 gvo fiRea venr & @ [
el Ud R weafadl @ U & A gAY aD & |

qufcy srifia §oft & @ (Advantages of Adequate Working
Capital)-

o ypR W @ Rt @0 & g Ao srewe @ 99
yaR B Tt & Sfr w1 waan @ fou Aeagt @l 21
W PRI Yolt &1 Snavasdr § ARG A1 HH BT QR 8l

wreie ot e
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TfeRe # | e 7 R wie e Sof 8 @ o & geua,
@ e, IRl § SR, AmeTasar B, |
gfe, facira wRenall a1 afivar, Wearoh &1 9 7 37 gt 3 B
Y gt amcht € | S99 fawda, sriehe goit & & 8M W agar
& e, W], AMEIAdd], d AHRABA P FHEAT B §
BT o 2| vt ArT ¥ B GOt & SumR B PrefaRa
N U B § - |

1. a9 3 MuAEHan (Solvency of the Business)-

HE P I TR W@ § e B & | Soa e e

qoira welt @t gfie 3 e @ fawia Refay @ ggedr &1 udie gl
2 3R 3gTIHar Teq W bl SR o ¥ BIg fAawa el gl B

2. dA®q BC &I MM (Advantage of Cash Discounts) —

A AT YR BT TR T T A P R BT
WA TP ATPYD G- B Fhall © | T/ ArTd IR = 3R
et ¥ & wwg B B
3.  HYH AN 9 J9 gl A Rewar (Attractive dividends
and Stability in share prices) —

Ral @ arp¥e amie faaRa &= | &1 T <90 A e @
e e & & 9 & G BEe B aRnfat a1 e ge
Rer wEar 2 |

4. IIEHA IR FGERN BT AT (Exploitation of Favourable
Market Oppprtuni_tieé) -

. 3qa 3 yReE & e T 2o R ge e
ATyl e TR 31erar Bed) A B H™l H HH B IR HHA! HriEiel
OOl B i & MR W AR IS Wbl © |
5.  §®el & °TErT (Facing the Crisis) —

wife srffe Gl 89 W P A Wer R B W,



MR IAD T3 G ARG HHT! BT TReTATgdd AT B Fhall & |
6. 9o #AIgd (High Morale) —

HRINA goll & AT B 9§ JaA F Y& BT araran,
SR, ST FAd, GHY SRICHAT Ia B & | R yewe
q HHAMNYT W AAIASID JATd TS & | SR Feel B G
T4 IO GET IR BRI YT e R |

7 39 o (Other Advantages) —

qa HOIgXl @ 3G <fes Bl @1 i e,
o T @ Seqraedr 3 i,
fafrm w sfra war,
MDD T DI i |

srfefia gl @ YR srerar aeff@=oT (Kinds or Classification of
‘working capital) —

FrIe Yot @1 aeffoxor o1 aR 9t & foar oan 2
1. 9od s goht (Gross Working Capital)—

TAHT AU AT, FrIfeTdl & fel AT A B 2 | AbS I,
A, ISR, W favs, gdaa o, onfe SR are] wafeaal @1 anr
ol R Yol H81 AT 8 |

2.  qg drdMa ol (Net Working Capital) —

g4 A4 4 4

T T, GEfad U4 @i il @1 ofeR el 81 UE

HRIA Yol B AT Fhd SIS Yol Bl 98 AT 8K & fordar
fawim Srdareim @ & fhan S & [ g9 oA SrEdTeE golt
¥ ¥ e grfadl B gerdR @ 91 Add & | WA
Networking Capital = Current Assets - Current Liabilities
Or
Networking Capital = Long-term Capital - Fixed Assets
3. wmrft srfefiar goft (Fixed Working Capital) —

SIS Yol & g8 A1 Sl FaAd & HE Galel @ g
Fafia v 4 weg @ 9 TRy, il i gon wE Al g |

FriEie dSft e
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W%ﬁ@ﬂﬁ@ﬁﬂﬁﬁﬂﬁﬁ?ﬁ%ﬁ%ﬁﬁﬁﬂ?ﬁw
facha @l | fean smar 21

s. uRadwefia safefia gt (Variable working capital) —
@ Brige goft & afoRad af & @o #EA) # @R ot o

Tehell & DRV GRaAc BRI qon @ smavaear Y US W ¢ |

PR ATell AR BN AH B W AR H 3 IR B¥ e gt

2| e Fraven  rcumIi widt § @ o ¥

26 e gt @ FaiRa $= are @ (Factors
Determining Working Capital)

SR o 1 AT 1 PR B Ao w e P

1. AU BT EOU (Character of Business) —
IR BT WHY B | Yo, GH, i, anfE Sereantt g Jar wvenad

3 e AT AR T w8 & o e o o oraeEsdT

Bl R | 39 AT W29 W& W bS FaTE IFTARE BRI IECl & | §Hb
FReral ¥ e erieier Yot @t amagardar B & | S aRadee
HT B @ BRYT B # agd RS BRer g € |

2. Gq9rg &I ATHIR (Size of Business)'-—'

wmaﬂw@ﬁa@ﬁwwﬁw%wﬁ

e q@'@ﬁ?%l@-@émﬁwﬁ%ﬁmmﬁ

yrr faer qen xefoar & ford e &9 Yot @1 srawear gl & |
a%m%-wzﬁfmamﬁrd?ﬂa@aﬂamwﬁ?ﬁ%l

3. SeuTG WhpaT ® Aaf (Length of Production Process) —
afe Seures wfbar sifdre Rt o el gkfl @ o s dR
W B el B R A B Y 3§ e W, arE 3R sE



o § e aRvmaey oifte erifier goft anfeg | g af?
Jeare ufshat @t orafd sremerd VI Bl & O FW A § erifid
Yol =y |

4.  Srdda Yol 9 (Working Capital Cycle) —

HRIETS goll Ish Fedl ARl & sy ¥ YRS 8T & qer fafifa
AT & HURY 9 (AT 71 & s | Adbs 31 agell & |1 JH
BT 2 | BRI goh = @ arafd Rl wd) Brf, Swa stmavam
W S & e Brf |

5 P B A ¢q QAT (Terms and Methods of Purchase)—

FedT A 9 A AT e wET 9wt R 3 faar o @
BT AT Y99 SIS doh @ A R Uedl & | I s A o
T A TR BT B & ol R U A1 WRIg $Y X9 forar
T § O e ol @1 S sraegdhdr BrN, URw] 99 udw
RIFY 991K ¥ $eal Al % fhar o1am § O &F draend gon ol
JmaeadHar Brfl | 9 UBR AR Hear A fadar @ aw) afy &
SUR R YRS far Srar 8 a1 99 i o7 @& 918 J9a) v A1
BT I BT ST Fahdl © | IRy AX Peal A1l Tba WGl gl
2 a1 iR e e goft & agaven &t et &0l |

6. fama #1 od (Terms of Sale) —

AT F1 [4Hd DS Yd SUR fhar o | ¢ | afe [ wra
qHS ST ST & A BH HIAL gl 1 magadan grn | I} Al
SR 997 911 & A1 SHS YT 4 31feid 9 oran & af AfeEd R
W 31fH Hriie goll @ maegdar & |

7 Igqdry 9o (Business Cycle) —

Faar gsh W R goh @ w3 B v dRd © | el
o1l # fashg ¥ gfg, ol A i) @ FaE B AREE) fawR,
e & T 3t BRI goft 3 smaegdmar g 8 | A=) & |9
HT B9 BN & SR Ay # fivrae omht 8, @R § Haaw gar @
T ATaRI 9 o axel 7 faad ot 8 | U Rerfy # sriehe golt &t

FrREE g SaA
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e 91 9T AfSpT uer <@ W@l B |
8.  dfew = (Banking Connections)-

¥ T o JoT W ars 7 weR T Qe w § wem
B & qon ¥o B e A Reeh are S B @ T 9 dridie
o W N g W 3R wwd § | onavIe 8 W 4% 9
foar ¥ i ye™ &R qHal B |

9.  wmraiw shifa (Dividend Policy)

IR PR SR AMIE AR g ® o et faaRa avA
& R aiferp wrieer goft @ sTawadar 81T | GO AR, X BT
JHe amie A ok o a=g M &1 i w2 @ T8
prigier Yoft &1 A | A I |
10. AU o fdH™ B TR (Role of Growth of Business) -
il & fawR iRk Rem @ d—ar 9o § | Ik amuR R
7 R &) = 9 & A Bu Brive ol 9 smawadmar Bt e
arawen @l @ gAfAfTET (Ploughing Back of Profits) & @1 ST Hal

3| frg of @R @1 fRaR 32 3M W S @ @ da faerE
¥ o i Goft o snawada TS € |

11. I dRS (Other factors) —

i, gg oY, ST A, aRaeT @ wWaR @ gfoen, anfe A

Frieier ol & smaggaar yaTfad Bl € |

srfeiiel {oft & Ga 3T 9TH (Sources of working capital—
FrAA ol &1 UBR B eI (o) e A, T (9)

STEIPHTA G A U 9 S G & | gt faaae Feafafad g

@) <referel WA (Long Term Sources) —

wrf FEid geht &1 e der w @ forg SuhA
el wrEr B & A ARy | deferena A § 8 o



A @ @ forg, faw o< 81 9o © | s ol @ <rhdied |r
- Fretforiae &1 W & —
1. 39 (Share) —

T 3fe @1 et eridhe $of &1 qea wF 8| U S
(Defered shares) & fnfas &1 aiffeR HwfEl o ura o ™
TR N PR 1956 B ERT A i T & | EifeR s
3 T Piftem A oy Wiy B W ¥ e e e @
A Yolt & gTTa @ forg smeifear ure gt 8 | | afE @
S 9 SUCTEIT B SR TR SIS SET e STl & | et Y it
& fnfa & o Fride gol @ o I @Y e @
=Ry |

2: EALE] (Debenture).--—

o P A afel o & i e Goh &1 TRt A
T & | Fos fdt ff aRe B o1 @ Wil B de g i
TS BT & | OIS YRE HA B SR B 8 AR [REd ) 9
T I A B FHAR 81 B |

3. gRmfea @ (Retained Profits) —

7% i &1 U IR W § S waiftd e AR A
AT W BT 2 | I8 WeE U9 i el g1 o fawR,
PR ok FRReITe anfy B R waRT R W #

4.y wefaal S RAwa (Sale of Obsolete Assets) —
a1 T A & [YE=H $9 AR R FH & R I8 Gehal ¢ |
S T8 T, Atvafia ok sfwaRr g |

5.  dd®rel 9T (Long Term Loans) —
i, A safal g falee fAchy et ¥ =

Frviet daft sewA

B.COM-504/177
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FUL YT HYad N B goit o1 faches fsar s awa 8 | e
drenfe faw forem (FCH), T fawr fFemt (SFCs), wReira sienfirs
fdora ¥  (IDBI), FET$ (NABARD) 3fe $6a SRR § | |

(@) SrcUBIEN WIEA (Short term Sources) —
SCUPTC WEF & el wrieer yoh @ e @ e
2| s amrd o seThd BH B B WHE APl AR

freforRae 2-

1. aifii>a® ¥& (Commercial Bank) —

YDA BTN Yol & Fa9 Ayl @I g s 6
B B | dF AMRIaAr 3 IR WU § RO YSH IR § |

3. g W (Cash credit) —

wwEiar g @ o ar o e A ReiRa & & o 8
TEs fAfde @ & Hfiar SavasarTaR AR HT e HR Fadl @ |
1o JTERT Y T F01 W & e 8 7 fob et aftrpe € R
|

3. d affdey -

sffded §& & | o T T Faven & o are] @ &
TTED AU @ § o 99 @ afiRew e FufRa W @ = B
STERVT 1 WG 9 | oIl & | TOA UED U IFGd 8 W e~
fawm Rerfy & a9 S & 3R §© w99 @ forg For gfaen ff e Sl
2| FaER ¥ Ade 9 AR % ARfey § BIg @™ =R 78 B
2 AfpT 371 3wy & 5 oriRfded &ify sreuaral & forg Wi fasan
ST & 3R U8 U el awern (Short-gap arrangement) BT &
Safd dhe TG e IS Al & o Wigd g 2 |

9.  YRf&@ 9T (Secured Loans) —

& 9 il & THET B MR W UG IIE T ©
SN JRIET T Bed € | U S dived, e 9 afdra s



D AR W SH YPR DI AcUDel- R0 Sl 21 K9 & agi
B A1 el # o e 2

T. fa@ @ sk (Discounting of Bills) —

T AED S P10 W i Y sneng 79 T W 9
2 & I I T B SR W HERN Bl & | aRugaar
ffy w® ¥ g et A e 31 i sifda Jou 71 SR @ar 3| 59
THR UEP FAN B SRR B TN o ATRFATEAR et
I PR e B |

2. SR WA (Trade Credit) —

T 9 Aaae IHIAl B A fAsar | cddber b forg
IR S B AR SuR el S @ Rier YA A8 # ey
o fedt ¥ R o ¥ FH-N 39 SUR AW B frg R,
wforen—u=1, gv), e for g ol €1 @ fafdy % o w @
Rt Ten & TR IEen Risda Aot @) B 991 FYd & A ¥ | TW
TR ARS AT SR A A YR B o o &) @R " B
Fafdy ur: 15 {9 A 3 Ag. TP H Bl B

3. . ¢l WEPK (Indigenous Moneylenders) —

BIS T 7 ABR B SUHHA AT BN Goll BT Feaqul
fewa A wER ¥ W w1 A A A B R ARF Ige
B € 3 T IRV F ARE e 3 | B W 8| 3T
TftfuE It o1 yaa ge ¥ A FRBRI A FEwn R giofes
e 8 B
4. W+ fE (Public Deposits) -

WIS U4 STeemETe oY <l e et ¥ o feg eride goft
1 yEfod |id <@ § | a9 ¥ ol 9 adwfe &3 o s ga
T T SR PR X X8 & | S S TGl € e aieh et
® IR O YT @ 9 6 9 e fieiar § 1 98 wRM aRial @

fore e wHE o1 Aril (Fair Weather Friend) g 8rar @ iR dae
o Rerfr # Srrarat aToell @ ART #R | 2

it §oit e
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5. UTEd @ AfYA (Advances from Customers) —

a1 i T i # U Y ol € A BRI Yol BT Aeqdrend
W B 2 1 98 Eof e B @t e R wne @ aife 5w

WP AT T I TS & | TR W TIRIDY W & 5 A

™ Y i e Y Rl ¥ Bk @ et W ew P N v e

Y ol 9rg g & | i arararer § @ik R wven @ wrg A
B, $9 WRA B 6N T8l o Fabell 81

6. TwiR® W (Internal Sources) —

wrie GO & fog g9 @, & & fog wew= 7 Saila
o IRy ATRe AT 1 A SR R o W & 1o ¥ ¥ 7o
¥ o o 5 B i Wy | 59 B WY U A S w9 F
faaRa = farar W) 3 o ot & forg < wraens fasan S @ @@
e P SRR TR A R o 21 g 4 @ sl # a8
DT Pl goi & Y H ga B 8 | Suifora @ @ i
# T B T JACTDIAT W B © |
7. A A (Other Sources) —

FB I I & — (@) N e, (@)- vaHat
TPl B HO (W) FEREr B ufef |

27 WRIS

W @ & BT B GArS I A TS D U1 G B
IRg B PR 391 @A B g wrdedia Ooh smaws 21 39 Ve
= Wil 1 wew Ua Xafor e aftafera faar S 21 faw ye
1% & gRT B Yoh. Wew & i are] waufeadll vd ave], il
& wey St Ao wnfia B & gEe fhar o g

FrEfe golt W AN AR qEfRadl @ 99 9T W & W
T AT ¥ 0P WY ¥ g awd ¥ uRafda e e 2|



frg 39 wfe ard | it vowa 781 8| arihe o & Jrafds
Ffur & e 3 g newe! daes, SRl iR sefaREal
¥ vaia wodg €| g9 fage o wwafaat @ aW o srdde Ioh
A € Wafh 3 gre] TRl @ SR AT Wt & sifdag @ &
HIee o Faa & 5w ifiRew fgFT o1 v T oot @ @ 91 39
BRI Golt @ 99 ¥ gHRA 31 GOR FE 2 &R 9 39 wfhg Goh
FHE 3w IUYTT FAT © |

28 YsgIdei!

1. mmﬁsﬁa{tﬁ—ﬂqﬁmwﬁ?ﬁf%uﬁaﬁm
FrIde $oft et & | 3iR a8 Hrdeiie Yol o IRvTH® Sraarom 2 |
2. fer sidla g — ag@fe wwn 4 g gafaai o
TP AT AT F1 78 3R g9 YA 7 3 8 Rer sride Ioi
FEA B

3.  tRadefia sride it - aaam o e srasadsarit
@ g @ forg it afRaw goft vt ol 81 I& wRad e srdeie
Yolr @ed €|

4. T wufeadl — W) wfordl S eEE @ AT PRl @
forg warT & ong ol 8 | a1, aRfcrt dEem B |

29 W-—Rd YA

1. e ol 9 e & wHea 87 e Ioh @ fafe
TR} BT qo HIRTT |

2. ompEie e Yol Heeyet Rufy & uaie gl 8, Siafe
JTIETr W A 3erar Biew) FRYE oIl TS AUy
P e A ST R1” 39 HeE @ |t | SR goit @
freeryr Sifdrg |

3. Fide IOl a1 onf @ g@ e & o ol & W
CAIR

FriTie Joft e
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THE — 3  HraNd Yoft &1 IFAT (Estimation of
Working Capital)

THIS DI AT

31 IR

32  UiEAl

33  FIA¥E Yol &1 IgAE

34 BRI Yol & A @ fafet

35 9RW

36 =&

3.7 WU U

3.1 9qaH
3 3P P ST P SR 39 AN B 9B fF —
—  prader Yol @1 AN o |S |
—  oriefier Yol &7 g FRT avel) faftrat o fvenor v @@ |

— A T arell Rl & W ) wrfa Toft Y o @R
9 |

— 9w A e IOl o e o fRaiker R 6 |
~ Yo qoieq o Rl o arer R e |

3.2 9XAiaHn

e T4 B @ o erdelier SOl @1 o/ e S

B 2 AP AAIRA MABR B T1 §| T AR W TAF

G Td BT U AR 9 smawsanslt @Y g @ forg srider

ot o o RafT Rl & ez @ FiRa o=l 2 1 oRge 318

B.COM-504/182 ¥ gridia §ol @1 g e arell i et &1 faveiwoners
32 e fosar |




3.3 Srifa Yo &1 s

U% NG Gl & Whd Gared @ oy e $of @1
fRerieor s aria weagel B ] | Tver Y Hridfe GO @1 fivor
&R @ for Srifer Yol &1 A T TR @ | U 6ReT @
forg o @ wifty Rf= ol W smRa & §1 o o
Tolt &7 S W B P SqRwd B € R R et &
S oo 1Y Y& W 69D |

34 ol gt @ Iga= & fafal (Methods of
Estimation of Working Capital)

el A wgEe SupT § e @ Ry 'R @ fon
HrAYI Yol B STaeaHar B @A R P eyl A1aeIRG
IR © S T% sy vewe @& arm ard @ 3w fore sy &
q P 9 Ay A F s I wwd §

1. gRared =% A
2. o weferdl d Sl @ gargeE i

3. Awe gEiam
4. e anffe forcet Ofy
5. gl FarieE afd
1. Raew % A -

fREres JerEr Were O Y 3 gRT G @ dee prive
Yot &1 Qafgae o S 2 1| 39 Y & sar arfiie ot @
frefRer feh sraf Ry & ga aRarem =3t # sw sy fad § ol
@ TS IRETE Wh B WA BT AT IR AT fbar wrar B | dJps
W &l |, FeaT A @ A wd, AT 9 9 SRR 9w R,
A AFs B IGE I aRee T BT B | 3 Brfelier goit B 7ET
BT JFAH A & forg et aRenes @3y, aReres 7% oafy qer af
® qRETS Tehl B Bl HET P VAT FEAYIH 8, W Gy H 5
UHR B A B —

Frivier §oft 1 S
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% REeH 99 —

fordY 3l @ uRarem @l § ©w aafy @ Wi @y, Ik T
So P e, werafie @a, g 9 e @r, anfe @1 Wi
& ¥ 39 Tt § AR T adl O, §19 g wwaferl BT e,
anfe o7 afafer T8 w7a & QR & 3R Swres s § aRed,
T wR ¥ IR oIt @ worawy @l A BN A IR @
AT R forar o 21

€. UREres O @ Jafy -

TRere o B Ja @ At B T T /el @ U
Seare Ui, AR A @ WAE q ITIRT 9§ i aegen @ @
13 A ¥ | AFER B P B @y B °eT BB B ol B

9% g3 A B -

Average Stock of Muterials
Daily Average Consumption

1. Raw Material Storage Period =

Average Stock of Work inProgress
Total Factory Cost [ 365

2. ProductionPr ocess Period =

Average Stock of Finished Goods

3. Finished Goods St Period =
inished Goods dlorage reri Cost of GoodsSold | 365

4. Average Collection Period from Deblors =
Average Debrors + Bills Re ceivable
Fotal Credit Sules ! 365

5. Average Payment Period1o Creditors =
Average Creditors + Bills Payable
Total Credit Purchases/ 365

SRTT 1 A 5 TP B AN B AR F W 5 °eT a7 W R
o 3 gl =) ¥ o 8 o 2
7. o @ gRaeE a9l 3 A q&

Tg O A€ B e A arerf 3es # aRETer U B @ B
ART YFR T P AN €




365

Total No.of Operating Cyclesinthe year = _
' 7 Ope BRgeinst i Period of Operating C'ycle

g R Toi 9 gl —

oy & aRuTe &g | a¥ & IR whi B G G&T | qIT
I} SRR Yo @ oM @ SRl § 4 B H |

Total Operating Expenses

Working Capital =
' To!al No.of Operating Cyclesinthe Year

® aﬂﬂ?ﬁqasma’fa%mmmq—
mwm%mﬁmmﬁa%ﬁﬁwmmﬁﬁm

$B 3R R Gitg <1 Sl 8 | Y gafery fan o €, wifd Sudad

N T qoiaar g 9 8 99 N aride $o wia @) e

Wﬁwﬁaaﬁgmﬁ%ﬁﬂwﬁwmwwﬁm'

ST el 2|

Example :1

1. I aTfdes fasht 10,000 SHTEET 4 . Wl 3B B &R B

2 Wwﬁaﬁaﬁwﬁaaﬁ%taﬂ?aﬁm'wm
| O & E |

3. SR NG 59 YR & Al 2.00 %, Ui I61E, 5 1.00 W.
m%fsaslé SuReZ 10,000 6. |

4. mﬁmﬁ?aﬁwﬁwﬂﬁaﬁ?a@wﬁﬁmﬁ?
P! SR W B B

5. o= Wid @ 40 37 B gl qen daR A B 15 T A o

AUSR ¥ ! i 2 |

6.  SIed g 20 a5 &1 ¥ qAT IIEH TS B UR™ A & ArTh
o fefee e fear o &

fore Foe ®u # w@m w2

wrieie goft &1 A
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Solution,

(@)  Total operating expenses for the year Rs.
Raw Material (10,000 units @ Rs. 2.00) 20,000
Labour (10,000 Units @ 1 Rs.) 20,000
Overheads 10,000

50,000

(b)  Period of Operating Cycle Days
i) Material Storage cycle 40
ii) Finished goods storage period 15
iy Production cycle period 20
iv) Average Collection period 125
Less: Average payment period 40

(c)  No.of operating cycle in the year = 365/85=4.3 Rs.
(d)  Working Capital (Rs. 50.000/4.3)

Total working capital required 11,627.90
Add: Reserve for Contingencies (1/4) 2906.97
14534.87

2. arq wrfadl @ ifical @ qafgar i (Forecasting
of Current Assets and Liabilities Method) —

7o), weafell g Te], a1t @1 qatgA fafYy s o &
FAE B ada | waifte wafad A &1 g9 AT @1 s B
I G 1975 3 Foprer eve WA 7 A fan o wer ffi= @R
¥, medn sheifre R o 7 e senfie W @ fafm
o 3w AR @ WA ) ® ¥ 39 I B AR g Ar
Ay § 89 are A e B MR W AT, AHfrdl @ bs ArTd
FTAIT @R o § ol 3 FR T, IRl B Y SFgHE o ol
¥ | = wwfl § ¥ @ TR B Hel 4 W B T B
AT SR &1 el & | 3P prider ol @ s ure] wefcdl &
ST T &1 Q) Al Gt & ST ged @1 & erider Yont
w1 foram ST § |

i wg aRe Wt FuiRa seg § sride §on o
A 3 T B AR W AN § —



Statement of working requirement

Current Assets Rs.
1. Cash
2. Debtor or Receivables
3. Advancepayments .
4. Stock
5. Others
Totalof currentassets ....................
Less: Current liabilities
1. Creditors
2. Qutstanding ofexpenses ...

Working capital (CA - CL)

Add: Provision for contingencies ...
Net working capital Required L
Example : 1,

Ty fafics @t o =g =1 e Suerer € -

1) fdwa 9¥ § IERH 2,00,000 IHAT BT AT 3R 3H a9 HY A
ST WR BT S XEGT U¥ifad & |

2)  OFTG Al & FJER MUl NI 60 Wfrer, s 30 R
3R SuRerm 20 ufte fawa goa &1 8|

3) Sl A STEd 2 EE | Yd U Wi 9% ISR H W&
& HHET 2 |

4)  JIR A EA QT AIE GP MeH H @ 2 |

5) IR Bl YD IS DI U AlE IAaq Scargs ufhar #
& B FRAIET 2 |

6) e Al 3 gt @ Y | smyfifewatalt grT v Aw A
JUR WG & IR T |

7)) fiwma & R @ e B ) A A sur § orh R
8)  HU B YTAM (& HIE 918 fhar W g

9) Ry s o w 2

10) SdeA 9 fawmg g% Foafa wu /S '@ 2|

wavie Ioft &1 Smm
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Solution
Statement of working capital estimates
(A) CurrentAssets: | Rs. Rs.
Debtors (2 months)
Materials (90000 x 2) 180000
Labour (45000 x 2) 90000
Over head (30000 x 2) 60000 330000
Stocks
(a) Rawmaterials (1 month) 90000
(b) Workin progress (1 month)
Materials 90000
Labour 45000
Overhead 30000
(¢) finished goods (2 months)
Materials 180000
Labour 90000
Overhead 60000 585000
(B) Current Liabilities
Creditors for Raw Materials 90000
Outstanding wages 45000 135000
Working capital (A-B) 450000
Working notes :

Amount Locked up in Materials, Labour and Overhead p.m..

1. Sales for one month = Rs. 1800000x 1/12 = Rs.
150000

2. Material cost for one month; 60% of Rs. 150000 = Rs. 90000
3.  Labour cost for one month =30% of Rs. 150000 = Rs. 45000
4.  Overhead cost for one month =20% of Rs. 50000=Rs. 7,500
3. Wws yalqa™ fY (Cash Forecasting method) -

39 fafy & araifa af @ aRwT § Ads 99 DI AR A
§C 99 Jafy # BN areh wifdd o Ud @ & HRT BT qaigAe



TR NP A9 1 FulRer far srar # 1 9 Aws snfew @ & @
Zofar 1 39 AR ¥ P sl A wifkt & et & s
fpar omar & SR B IR W ATs B B W i wra & e
Bt Awe B F P qef g BA 7 FA W ¥ fear wrar 2
awger 98 O Aws Iore B ERi B

Example - 1,

e H & 31 AR 2008 & HANE 8 den foend &
Frieha Tolt @ aref gaver 3 saesd Aws AR T A FEd |
1. fmpa o1 50 witre wag ¥ siar & SuR 3w @1 so Wit
fasa & arrel 98M ¥ iR AV UH AE AR agA e B

g aie 30 UPR & : 3RG 75,000 ®RATHER 60,000 .,
FagaR ¥ fewwr 80,000 &. ufty #E |

2. 8 U THE HEN WK I D oY AT WAT Thg HY 5y
v &1 afm RE GreaR ¥ ReER) &1 B9 91 40,000 .
wfewres &1

2, gfew foerdr 3% Aol 3R da Fwie 10,000 . HREE B

e, Rué @ feih 3 371 o o Tuie 39 TR 2 | Fmih =3
13500 . BN 18000 . fAwHy ;W 9000 EHAHRE I (Baw
IER d fauar # ) s000 &, wRwE|

5.  IaCET WE ¥ UP QR A9 50,000 . @ AfaRaw dwe @l
g witrenfia &0 2

Solution,
Statement of Cash Estimates
(For the quarter ending on 31st dec. 2008)
Months
October | November| December
Cash Inflow
1. Opening Balance - 39000 16500
2. Cashsales 40000 | 40000 40000

FREE 4ot W IR
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3. Collection from Debtors 31500 38000 40000
Total : 71500 39000 63500
Cash outflow
1. Cash purchases (less discount)| 38000 38000 38000
2. Wages and salaries 10000 10000 10000
3. Manufacturing Expenses 4500 4500 4500
4. Selling expenses 3000 3000 3000
5. Administrative Expenses 5000 - 5000
6. Replacement of Machine 50000 - -
Total : 110500 | 55500 60500
Closing Balance -39000 | -16500 3000
Working notes:

1. JMacER WIE ¥ AHe & URMBIE 9y 9 Rar 89 @& R g
HET T 2

2. B JPps Y 9 BN P R VIS A1 AT B
3. SRl ¥ AHS qqell B TUET 39 UBR B W 7|

I | R |drdeay | Ao | R
SR fawa (fsa &1 50 gferera) 37500 | 30000 | 40000 {40000 | 40000
3Rl ¥ 7d WiE @& SR [y — | 30000 {24000 {32000 | 32000
&1 80 Hfcrer
TERI ¥ TTd Q) HIE & SR - — | 7500 | 6000 | 8000
fasg &1 20 ufcrera
e ART — — | 30000 {31500 |38000 | 40000

4. gad 9ififs facer A (Projected Balance Sheet Method)-

39 fafy & arerta s orafd § 89 arel oF—<Al @ e H
I U faf= ueR @ wefcaal Qs 3 Biean) iR il &1
A o foran Simar ® 1 39 o gel A werdl enfde Rieer ger o
21 39 faes 3 gwufarat vad <Rt &1 sk 99 sl @ wrdehe
Yoit w1 forar S @ | 3 il ver @1 AT Wi el ¥ aifer o




o U8 As g o ueRia wvar & R smavasar wwen & 78
Bl | 39 sfiRaa Aws @ RIS A Ao ye=F IR R JHar
2| s9o Rl 3l sl ver & arr Tl ver @ ale am o 98
I Yol B FN B T e & ot awen gawE @ e
=Ry |

Exqmpie: 1,

Ty fafies 9 s gult 5,00,000 H.aM WY 1,00,000 . B,
2,60,000 . wHl Wwufcrai # fafaiima &, el aen S eR whe

65,000 . TIT 2,00,000 . B & 3R ATIN 30,000 &. & | AAHID

forar ¥ ofE o o vEm @ fog 9 @ o T e @ wR ¥ s0
e 3fE &1 wRara 8| GO0 SIfREY I9E @ SRR 20,000 . BN
#e af % e &1 UwaTT 21 60,000 . BRI G @AM 6T 50 AR
R @ o yrum w9 @ 918 98 @1 e @ 1,05,000 . # )
M A BT FIAH BT FTAM 90,000 . §| AR FTH B X
AT & | 5 ST e gaan BT 8 | O SRt a¥ @ T 10
FRIERT AT BT IRAIT B | SR 4 TS B DT B DT A
2| fapa 99 & AR ¥ @1 {34 15,00,000 &, 8| =R 2008
o v e Riger swer I golt  snawEEaT 1 AT
e |

Solution
Projected Balance Sheet of Y Ltd.
(As on 31st December, 2008)
Liabilities Amount Assets Amount
Share Capital 500000 Fixed Assets
Balance 260000
Reserve & Surplus: Add. Purchase 20000
lance 100000 280000
| ess:Dividend  _40000 Less.Dep. 60000 | 220000
60000
{Add: profit after
Tax 105000
165000

Frivie gt = e
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Less: Proposed

Dividend 61430 85000
Current liabilities: Current Assets:
Creditors 60000 Stock 97500
Provision for Tax 105000 Debtors (1500000x4) 500000
Proposed Dividend 80000 Advance Income Tax 90000
QOverdraft (Balancing Figure) 77500

9,07,500 9,07,500

Working capital (Overdraft) = 9,07,500-8,30,000 = Rs. 77,500
Stock =65,000+50% of Rs. 65000 = Rs. 97,500
Debtors =15,00,000x 4/2 - Rs. 5,00,000

5. @ g gaEieE Ofd (Profit and Loss Adjustment
Method)—

5 AR B st oY aTer o & forg amaeE Prde goR
&1 g & o =T s~ &1 gatgee orFRn e §1 59
PR T R T gg o § R s 7 afnfer e # 1 safo
SRS GOl o AT S WA §HT GO AT oA # |

Example : 1,
I T BT golcs @M I @l 9 gaR 8
Rs. Rs.
The depreciation 20000 By Gross Profit 210000
To selling expenses 10000 By Interest 15000
To Income Tax 1000
To interest charges 4000
Tolossonsaleofplant{ 10000
To net profit c/d 180000
2,25,000 2,25,000
To dividend 30000 | By Net profit 180000
To Balance C/d 150000
1,80,000 1,80,000




ﬂﬁﬁﬂﬁm:

a9 & SR 60,000 . D AN P Th 43T TR @A 2|

70,000 . BN I BT YR ©ve foT TR 32,000 . Tl

B © Pl 25000 . { 9F T B FRIGT 2|
a4 & SR 20,000 . & FU UF e 8g IRua & |

40,000 5. & THT 39 AHg ©U § AT v Rt | srife
golt 7 glg ar #4 @1 ¥ am e e Ay @ FufRa dift

Solution,
Rs. Rs.
Net Profit as per P & LA/c 180000
Add: Non cash charges
Depreciation 22000
Loss on sale of plant 13000 35000
215000
Working capital provided by Operations
Add: Cash inflows
Issue of Fresh shares 40000
Sale of plant 25000 65000
280000
Less: Cash outflows
Redemption of debentures 20000
Purchase of Plant 60000
Payment of dividend 30000 110000
Net increase in working capital 170000

35 9RIY

ISR fafi= Al &1 sreaas v @ uvEa ARy w9 3§
g HEI A1 ol & 6 RS Yol & galgm @ fog g aa-ifdal

FrEie gt 1 e
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o ve i geue ®1 aaae gfcegsl g0 H SHeR &H 98d
Teaq ¥| fam 39 defeEl & e iy yeue e B39
Ta-wre gfereadt g #§ @awr ge # e B | SR qargE
o ' faftet saegdaaR Aids @ SIHeRT adar 9 AlE &R
T & Rras e dara | S Bl |

3.6 9IgIdcil

o  Harad b O : 1. FaATe TH B A, Yared A A=
sraverrell o1 rafer § Sgfel gran gRT ¥iepa JHafer B FHRIS
BB FI D AR 2

o  HUIAA Y : AN $ [ WA FI ¥ I @ F fHY
| @ el o,y @, faw a2 (R
TG @al B BISaR) WA I o |

o  Huravvr aftr : R af d wer wa i @ra 4§
uRaf ST & 99 BURRY A HEd & |

o 3tud ayqel Faf : SRR ¥ e wuar ww B F R
gy Tl 2|

o  Ilua A A : RRI @ The YraH dxA A e
Jafdy ot B | SN 3id YT @l HEd € |

3.7 W0 YIH
1. o ol galgas & @ o BT 87 39 JBR & AgA
# ygaa A 91 W e @i |

2. oI gof @ RN | oY 7 §EEK 21 39 TR B
fageryor ¥ wanT A 9 arelt fafv= fafdat @ fadaer S

3.  HrEdd goit @ qatgae dfl o Sl e S 3R
fae wu & oRarem @m AT @ qqssd |




PR — 4 @ U4 Uy fqal &1 ye
(Inventory & Receivables Management)

TS @ BRG]
41 IgAH
42 UG

43 WP DT g
44 Uy ol &1 udw
45 R

46 GGl

4.7 - Y31

41 SgQ¥
3 SPE P Ue @ 918 AT 39 I°g B dad & —

» b b7 et g A |

o W BT YT BRI |

o i fIai @1 3 I Wb |

o Uy fIci &1 Y PR G |

o W U4y RSt & 4w &1 UF Hed H HEd 91 0o |

2 B U9 Ut @ TOFT AR 9D |

4.2 WXIIG-T

@ Ud g f3al o1 uewr defal & o va Aewget ufdhar
2 fore MR W) HRE Y SARe awTiD T & JAidmer fdan
T D | UK IS H W T U el ) AR AR B TS
? 1 7% o Rffae v & & W & smeg Wit FmE | g @
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# /AT T € | srifa wrat § o o & fore eIl we el @ |
M1 & TP Hed @ forg Ayl § Rme e a 1E 2

43 THE HI Y99 (Inventory management)

T BT A e D AP Teaes | 8 & R o
T A A SR 8 | IR SSThe gDt 31 @S WY W S
e ® | W # R awgell @ =t Y AET 9 gr @ sl ok
dIR A1 &1 W S & O TEd! o ar Sfud ¥ @ W
| | Wpw 3erar YEfaan fa) off ween @ Sares qur sy @ W
T 9% g B H dRaT & AR ST I% 9 wfart § waife
15 IEH Bl B | SRS Uit § W &1 AU 30 Wi ¥ 80
TR O gaN Il & SR g waw oo &1 fAaer gar &) W
@ R § aMeradar iR FARoRaT 391 @ @ forw W @
SfEa e =T wd wew it smagas & | ¥ BRY § I8 BEl
e & % afe yawre @ u9 & ravgear 8 o dverd efear B
< =fe |

W I WE o VRl W 3R qe § o] 9 2

- W B OARE W AR A | B o R araaiRie ar
- 3 SWHY @ gRT AU WM HaTe o U U YT S

2 Rraor Seevy s fawa axen et sy & farg Sanfe #t
S dTen awgeil @ i 3 ST JANT FHRAT ST & | W6 bl ygfedt
WA 7 8w} yRadTA A 8| T # agn Frafala @
gftafora fsar s & =i vl (Raw Materials), fRafomdis #rer
(Work in process), fAfffd #rer (Finished goods), 31 A1 (Other
goods) $HD I=TIA ST U aTel WHH B YATH AR TR
ITHEAT TR FR & By b oiar 2| a8 Ua i women
2 o iy st St or o, SR wen # wreh 9 s
|99 9 ~ga anta R g giiea avar @ R e e @
o ewar R grfed @ siffieaw  fbar o o |



@ 999 3 IS (Objectives of Inventory Management) —
1. T30 @ oM @ Ea B R |

2. WA BC BT A oFT |

3. IRY @rTd H HA |

4. F[IUA IUERA B UG |

5 ScIGH @ WIREH DI HH BT

6. B4 & Wy A RNANE *ETH )

7. WP B AWM & T A B AP

8. Tiffa wrar &1 @ & 9™ & wwaERit @ e |

9. =y ¥ fgeflar @

10.  UTEHI Pl S [T YSH FAT |

1. HHREHT 9 F991 3R IRl 3 syt gleaa wam|
12. e @ fFEir e § gfg @)

13, W & B9 YN H A qTel 9 IEferd HEl g W B |
W 4 e w) 9 AuafRa $9 9 a9 (Factors

Determining the investment level in inventory) —

e FgEd P AN smawgmant # e § @ g
Wby B A FEtRa S sl § | wor Y I8 A A A sag
¥ 3 g AT AR T MawaHar § FH | Al TH B AT B
AR S BT TRy |

W i ) MA@ REET @ wR @ AR $RS
yaifad @vd § —

1.  ed 9id @1 W uEfy (Seasonal Nature of Raw
Materials) —

Tl AT fd fady @m # &) Suctey Biar @ Tefe wwern
IHPT FART -7+ fohar et 8 o A9 § S9 91T DY HY D

&Y @ I Bl &
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E@H e golt R s aeeft
2 @8 U9 W B9 | 99d (Economy of Large-Scale
purchase)—

T Ry Rarad! gea, e ge, wRaew @ A T9q, @
@I T 70, e A Y B |ehehl § ) §7 99 g9a) A IuHA D

= o 9l By A @ e WRA B gadr @ a9 W 3§ fafaeE
#iSw B |

3. WHY dd (Time Factor) —

IUH B B "l &) 7o) 99y Reg B R s wwa A A
aMgft & | § @ dad <1 A QA P Iarea @ forg F=n W
B W W T I & 3R Ao w9 g 21

4. =T GREY (Loan Facilities) —

BT FTdl WA BT Y [{al B IR W fa wran @ sk
T gRagaar @t Ry W axer gear 8| R der A @ s
W ¥ 7 facha dwensit & v @ e s 21

5. ¥d W 9 S=arg9d (Price Level Fluctuation) —

af frae wfas ¥ e af A A 8 A wH o wwEY
T X GIE HXN Perer: Wi 3 AR ofs 8 ) [ /R
i fiRe & GRTET BN W TSR § W v @ aghd vred @
Rerfiy &t 1 ik wfer o Rt @9 g & |

6. fawa 3\ wrAT (Quantity of Sales) —

IR G4 & fapg & a4 ag & @1 98 [T 91 @1 WoeR
¢ 71 @t AR fafvdes &1 wR 7 8y

7. 3yl oA (Supply Conditions) —

I Fea 7 B FPR=R gl Fafy <7 & & @ O a9 <ie
@ & R fafdes f &9 gvm

8. Y A< Other Factors) —
(1) Tsare B el (2) Pif awg & weafla P @



I, (3) BRI A gfg B EwIEE, (@) IS A1 WRE BEd B
9HE (5) e A # aRaca  (6) sk F 7= A Ry vd (7)
anfe |

@ 999 B IUHWI Ud ad-1® (Tools and Techniques of
Inventory Management) —

GERIG: 99 @ fharsll o gewehy Rigrdl @& R W
W B A H TG € W UeHT BEelll & | Wb YE B AT
T R e, e, fEv td a9 @ e @) AR
3 U9 @ SRF SO GARIRIT BT G acidd fhar wia
fafea B & Jora: W vew @ W A ae el § aefaa )

1. @ e 9 A1 €. 30 R, (Economic Order Quantity
orE.0.Q.) —

T P G | IR | I WHA D ) A B IR Q
Y BT U1 R B 3SR ol (AT HET BNl 8| T8 AR B I8
A § 5 W ar *gAad 81 i g A9 o 9 W & fag
TS Hedl Al TD & IR ¥ WG XD BAAT H§ GUS B Bl
ol o wadl 8 | 399 QYA @A (Ordering cost) 3 ar &Y gy
IR @ Y& I AN (Inventory Carrying Cost) 3 gfe &) wimeeft |
o fanda, aft s B8 A 3§ ey it ? o smaeH
AT # O 3FaTED gl 81 WYl IR W @A B AR B Bl
g | e ameer wrET MR w4 999 e ) anral & e
¥ Ty W 2

A WU ¥,
No. of Order = S/Q
Total Ordering cost = S/Q x O = SO/Q
S= 3af ¥ ygad wrHW @ G =
Q= ufd e N HE
O= Wil 3T &Y eI &I |

g ud o e
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& IR @FE (Ordering Cost) —

ST AT AN T B B foy R a¥ ) e AT
1 AT HYD I q§ TR P AR B AT BT AT AT ALY | HRA
& AT RN & AR AN AR AT 10 . A 20 6.5 7

W) R |

4. % @1 @1 dFG (Inventory Carrying Cost) -

T SRR AT YT B YT B e @ 3R IAred & forg
YT 1 B TSR # YR T ST & 6 Wl @ BT AT A
FRA & | THP SeENY & — W 7 AT golt @ e, oSRY
. & g, il B, dvdeE @ B, ofd | WRA @ AT
IR ¥ TN AT PG AN B 15—20 U a9 FHia b
2| o sy wET v ®R W FuiRa # o @ e w g

T @1 AT e | enfdie ameer A iR ave @ feforiad

o ot B &)

3. fazdworcas faftr (Analytical Method) —

g Y % wrrl A affe Sodm wen B A= TR
& St & R B Fora ST & | e ST B SR Y T
¥ R PR @ Y W Hel AN gAGH IR 8 B & sl
ST A A o W # ¥ RfY R @ @ araaE W W@ g
m(TriéIanderror) W IR 8 @ BRY HH WHrd e 2 |

7. oA fafer (Algebraic Method) —

T8 ot ot Al & Rrver afues Rees & g
far T & | SR 39 faews g fafdr (Wilson Formula Method) 4t
HET o & onfie sy " @1 RuRvr e o g @
WEaT 9 fbar S g1

2850
EOQ=,|—
¢ £



EOQ

.

]

]

anffes e AT (Economic order Quantity)
aiffe IUFIT @Y AT $BTS (Estimated units of

annual usage)

arfifes SR BT SFAT 3HTE (Ordering cost per unit)

ThH= WG B ANT &1 UfIerd (Inventory carrying cost)

Y@rfaa fafr (Graphical Method) —

39 fafer &9 3w 39 @ AT W @R B AN TR fed
SNTd @1 faf=T SIeer SRl & AR &ifo W 3ifhd ava 2 |
T AR QT HADBR B AFAR I Tl & | TP Wbl X
@ AR gedh ot € | ofT: &l rTa Y Ugel wedl € fiR d9en
et 21 R g R | o <EaH @ @ af aiftie sewr A
fa=g g 21

ISEXY gRT Al &1 wediRor — 39 SR 9 anffd
3T AT B TorET At &1 weoll yR W fhar S g@ar &

e IYANT — 400 3HTY
gf emeT o W ARG — 100 .
W IGH DI U P13 ANld— 8 W,
(&) favomoners fafer —
No.of | Order |Ordering Average Inventory Total
Order | Size Cost Inventory Carrying Cost
(Units) (Half of Order) Cost (Rs)
(Units) (Rs) _
1 400 100 200 1600 1700
2 200 200 100 800 1000
3 133 300 - 67 536 836
4 100 400 50 400 800
5 80 500 40 320 820
6 67 600 33 264 864
7 57 700 29 232 932
8 50 800 25 200 1000

g @ T et &

B.COM-504/201
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e SIS HIAT 100 BT B OBl R Hel ANT JAaH 800 . @ |
| domirda Iy

£og= [0

EOQ= ’2'x40(8)>< 100

=,/10,000 or 100

Example:1,

TR DA U & PR B WG BT SR Hh o | IS
@ IAE ¥ B A B 10 THRA AAWD © | A AT R b
Bl 12,000 FHIFAT HT IR IR a9 BN ® 9§ W IARH
P 7T R B | de AT B G AW AT 200 . AR U FBIY
WA @G P AN 10 W 7 (Q) RiE IRy wEn () @
W o R (@) uft 9 st o wemn @ | S|
Solution,
(@  Economic Order Quantity

SO or Annual requirement = 12,000 x 10 = 1,20,000 units

0] = Rs. 300
C = Rs. 12
EOQ= 2x120000x 200
10
=4/48,00,000

=2,190,89 Units

(b)  Total Inventory Cost of 2,190.89 units (Ordering costs + Inventory

Carrying costs)

Ordering Costs = 1,20,000 x 200/2,190.89
= Rs. 10,954.45

Inventory Carying costs=  2,190.89 x 10/2
= Rs. 10,954 .45

Total Inventory cost = Rs. 21,908.50

(c)  No.of Orders per year= 1,20,000/2,190.89

= 54.77 times per year



44 9Tl $T YS9 (Management of Receivables)

T # HRAE Gof TR BT 0B wEeaqyl uel &1 i
T ARG B AR W IINE B THe 9% T £ adae ¥
Ul AN R BT 39 I & WX Y I91¢ v Ue sy o
wﬁﬁm$mwmwﬁm‘mm%|m
i TOMel # U HRRIT BT AITMISH 79T @ STRIBaIReT Hee
BF It T QT 7 IuR fpa sraRer & T § | SuR 9 @) e §)
3@ T IE Heraa Tt wf IuHA # TRaref 8 <@ | SuR fima @
WA Afde & g wifia & Wi 8| WRn gN uEet @Y vew S
TR gfaen & & HReT yrf o1 o7 BYn & 9 @ e o 9uR s
B A A B T TR WG FEARN 7 | Gl qeafeqar § i @1
3FUTT 15 WP | 25 Gl T ran Sen B | I WRm @ 9%hd
HATer 8 Ui o FIA T A S sawas g & | Wi @
WEY IR A qAeR) SR T el @ guew @ Wi §) o
=1 vgq wftafera & & —

. g @ Aifa d At @ Ao

¥ 9 vl & Ruio

| 9 ARk & P

T T @ agen e o1 Fulker g

T &1 e w e )

YTl %1 SG3YY (Objectives of Receivables) —

UT & UewT B HE 93Qvd RNl & AwEiidal U§ oReld
@ A WY IR G & qod § gfy e #1 A wRen @
5o g ¥ gfe a2 o vl Ry SuR § o @) s
Wl & UG BT IGQY AR P AT PT 39 TSR T H o &
s f faspa & gy @ wmer—wmer gEa ol A SR B =FTEw
fban @o we |yt & gor fre § -

Y ud W fareil &t
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1. BH B Y B ARHTH B

2. @i H gfg &

3. fawa # ofg &,

4.  IJHeH R d@ el § RfFE F,

5. G & A P R B,

6. ot &1 AW |

g # Y & R &1 yAifda e 9 o<d (Factors

affecting the size of investments in receivables) —

THE W T4 U HRIed Yoll & Ayl ued & |y 3§
faffari @1 ameR ®F a@l ) AR ovar 7)1 e a1 g | =
geat @1 e i H fafa fvan s @ -

1. ufowagt @) Reafer (Condition of Competition) —

THIHR o Rufd arell B U9 A1 &1 Tohe g fosan

HYC & AR Tl BT I B A& BN & R Forar wfafar agw
I &) AR B SuUR Ay g ural & /A 9 8nfl |

2. 8w HAifd (Collection Policy) —

TUEY AIfT & gD A UF FaER, S TP, AfRiTa We
g B TI WIfE fbY S € | ERem BT Y9 O 39 TOe W)
Rra=T SR 2 ST & Tl BT BN BT BN

3. wrg ARt (Credit policies)—
wieard! ARG N JTAW gl GRN & WAl $T MBR Y

BT & s SaRardY W A e areh e & et ¥ gl

ygfcT a8 SRl B
4. 9uR fama &) 913 (Volume of credit sales) —

JUR g o a9 iR ol & /R A e wEeee g
ST 2| afe i v i A ¥ SuR fAmg s & fAvkg o @
o fAf¥aa wu § wmftgal & smeR 91 8| afe 9w ¥ SuR



fazpu far Smem & o w3 fFRw @ TR g @)
5. TUTES! & ATed (Customers Habits) —

UTED! B YA B DI IMEAT BT A WA & FHR TR oG
USaN 8 | IR ATEDT B FAIghee < AR B T o A flers o
B I T A U BT AHR TST BT ST L |

6. #wf ISR (Seasonal Market) —

I eI & IR FT W AN & o 9w A [ § g
fama Sur fawma siv aradi o wr oy am fRawt 3 aifds gnf
ITEMN 3R HEIT G, ek § TR ISR & faspa ol & ar
T & A2 A e Ui @1 A S anll |

7. fawa @1 o (Terms of sales) —

urt # e & MR @Y fassy A it weife wafaa e
2| o} SuHw SuR A &1 fama afe A 51 W o)yl @ sile
& 78 R | I, 9T g F @ w®E 7@ Iwy & By A
2 O S U8l U god & U &) T8l 9o §| R FAER F
yftreag, srafer wersit 9 @mawRie Wl @ e § YW §T B
fady SuR Wit 9T B A B I AT |

8. 34 < (Other Factors) —

T R ¥ SwEEq, Qe @ Sk o g, T@s g At
A o Suwerar anf fr wAf # FRIw @ smeR B Il wRa
gl

IIaea WrE i (Optimum Credit Policy) —

A T &1 e <49 Fofal | 9w wven 9 g
G B AR B 7 R & | WA @ gew H HRn 3 |rg A
1 SRS TATT TS 2 | R o g ARy 98 W Flt ® {6 e
e 9 R fa A 3 3 TIED! B g A G Y B
e e AN 99 g W Bl @ et axern 3R areradEarn
P UH R DI died ¢ | cia yewe o1 g Aifa a1 feas

Y U areg et &
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#RA GHA 9 A IS SR B AR 3R 7 & e ToR, I8
a1 argeerad BT ey | SIR U9 FHOR ARG ol @ 3 q o1
3N B €|

(%) Sar W@ HIfT (Liberal Credit Policy) — W@ AT SUR &
JeR Udl W =1 e o [ 9 o S ged €| ®H fasg &y
I3, M UTbe] BT g1 TG, T TTEH! B NGT HRA T FIPBIet
¥ Reufty gur @ forg I8 SeR AR AR Sroemn Sl | Wy $ER
grg A & §o quzat @ € — 1. IR F Ot 9 awed ®on |
gl 96 STl 2 |

(@) @R W™ AifY (Tight Credit Policy) — Fufal fasim
TRRufE % & $5 i 99 TEd &1 & SuR 91 =@ 21 3R
[ Y W Tobe fama B Ay soErh 8| gww avean Rufa ge
TRAY 8, YT & 19 9 Yol BT ANTa § FHHAT RN © | Td g Foll
& i F o areh 2| R W BoR W DY § et € - 10w
o1 fawa "edr &1 2. TV &HAT W GG TSl 8| 3. TaN
UEH FH P B 8| B B SR 9 PoR WG A 7
3JereTa W N A =Y | HOR W fy # aerr e g
AMERIGAT HH BRI & Tafh SR ARG A 3 AReldl B4 g arigraehd
e B 2| Sgerem A ARy &1 fawg 98 eFm W@l aRefar @
AHETIHAT T ER @ dIed & fasg @1 o 7 W) 9 <H1 9
faera € a8 srgaetaw |E @ w1 ER B

gl @ ya $1 83 (Scope of functions of Management of

Receivables) -

e g H SuR Ay @ Sgear & BRY W G
faciia weue o e R & 7€ § | ol @ v & s e
&1 areraT B wftfera fag o € —

1. e Hify &1 iR (Determination of Credit Policy) —
951 A MY F TER! B A YR Fo § wEt o Rgal @
T 3 S 2 |



(3) IR 3 W (Credit Standards) — I U8 37 HFDI W)
TR JAW 8 Dael I o SUR B JlAEr ver H ol ? @R e
YTEHI P 7hg Al & 21 W & | 9 YR HADBI H UTed BT FE0T
IR & 9 S fawi ggear Afea & arit 2

(8) SuR @l (Credit Period) — Y Ie® Wdhd Al A ggal
YIAH X QU & S 958 BT o DI JATRIT B RN & | Sereeomef
e B4 2 gfaerd 76 BT <9 B forg 30 oA @ srafdy Mfdew wwxch
2 O 3FR P13 UTe® SUR Al 5000 H. BT HY DYl & 3R 30 &7
& q1E YA BN A AP B B Jlaen T8 sme |

(W) SuR YFT (Credit Limits) — <19 a2 RuiRa &t omar & &
5 arEd! @t foha TFa & foT SuR ®eR & 8, a9 7" fRuifRd
B e 2 5 SR e e 9w Wea o s

(2) = AETH BT G (Evaluation of Credit Applicants)—
I ARG IMASHI B HeAifhd WG AT SR AFDBI & 3HY BT
g < 9% U9 g1 SR Al UTEdl Pl a7 & vl 3 oy S s
T 39T AHS A B o forg URT s wimar 21

(3) wuEwr ufhar &1 fA¥9¥9 (Determination of Collection
Procedure)— SYR X & UTATT WA & U BT 0Tl HEH SURI
BT WIS BT © | el @ Uihar 9 daa AREa ax o & Agcyf
¢ 9fes 99 W o1 9 fharaaq W e =Ry | s & A fafe
™ A W e ff ua @ v e o wear 2

1. Ycg& Yo,

2. SHE BT B AW bR AGel!

3. bR P YA GRT T,

4, HUTOT ARABN D ARTH ¥ IYA!
(4) urent @1 favewor (Analysis of Receivables) — Wi #
fafaT #1 ¥gfaa ¥R W R W@ 3R S afEad w@m @ fog

] WE o fael &t
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Age® ¢ 6 ana—ung W Sqdr Ao fhar oar @ | ut &
fageryor 2 7 a@e US|l & |

(@) U d&{& (Ratio Technique) — Wi & faveiwor 8g
@F AU DI AVET B ST FHAl o) FA Ul A UG DT AT,
grafeqai | 39U (Ratio of Receivables to Current Assets), 9Tl T
9Te] <A | 3Td (Ratio of Receivables to current liabilities), 914,
afmart 31U (Receivables Turnover Ratio), 3idd WugvT 3afdt (Average
Collection Period) 4% & | § U &1 FeRIal § Wi & W H
YIEIHIT Qe BT Gl Har o weean g1 fana 5 A 7 9nt &
Tl BT Y HRb Ugfcd BT I AT ST T § |

(@) ur= fAaf=lT 99€  (Receivables Investment Budget) —
3= gorel @ B Wil amwRe fEEw & fog w ave wo Suanh
T © | 30 ARG 3MER W URMIS 9 99§ SuR Ay &1 9
IR AR YT TG AT TG VT DI TSI PR a7 Il @ |

45 AR

Th UG BT RIS 8 © [ whar o) | vd o R
f R fA=or & S i SR garn T @ b va aranfis wven
B FRIM GOl BT TH §1 91T €id & w9 H @l © | 3 IHDbT
v SfET € ¥ A fhar S @) ol BT T AT 96K U1 <7 Rl
AT B IS wY | B &8l | 39 YR THY UG Y QA
YR P TSN B 915 Wbl A ) avad B W ¥ | R WY
# Ty s @ wia org AT wrer vd e wre o wEn o
go faf il ool & Jare uewee 3§ &iar €

T RO B U ATEht @ Ry g1at o wfafeer ava 18R
g fes # a1 awfaal & five & smrid fafdy 39eR, gl
w1, ur faer anf Al | S Sirar 2 | srifd WR WU H gl @
FCAIS Ya7e & foIg 9% aaeas © & wwen o 9’a 7 |uem
AT &7 AeggT T | B A 7



46 IIIden)

YEIEE B AN ©R ¥ Gl & e @ A} Pl @REg B
AT PET T € |

IR AN : R B I1EY 3 PHY AT W # Iafed fhv R
wiel ) faf=1 fobamll @ v ¥ Sa &g @) IR g dEd
=

WiP 99T B B a0 : ©IP § A 9 @ D BRY IedreA
U § GR B o) g S B | SS9 Wie §HI B89 B oNTd PEd
g1

% ). 7, 9 B 9T HIA B AT T AR D W G
nfua e & anféfe fAaerdt snew w21

g iy — I Ny A 3 TEd B A SUR TN W TR
gl

IR 9™ Y — SR 9rg N J a9 fasha ve=as g9 eri &t
ISR Al W A goRIfd it w9y @ fore Sur qar 2

FoR U Ay — 39 M & T8a T §9 A 7 gEdl 3
¥ OUR WA 9 € SWie 39 BOR 9 A $Ed § |

IqHadd ard ARy — FEF aeeran IR AREIGT 5 U SR Bl
HIed € 99 fawg rdead WG Al $Ed & |

47 W-R$ Y

1. W o1 ot T 2 W ¥ fpw Sgew @t gfid & 27
2. 3 30 ¥y died @ AFGA 9O 27 S §F &1 o
PRI Td IRV BN FHSIEA |

3. W Y 9 SN 7 39D UeH & 9qavdl Pl Sl
Y | wper A R R 31 iR Fe arer sRet @1 i

Y E A fael
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faee= HifeTg |
4. 3nffe sy W A @ea &7 sua fPw ueR fuiRa fean

AT 87

5. W B Y W 3MY FT GASA 57 AP Sgavdl bl AT
BT |

6. UG YT R W AN ™ H F91 Fe BT 87 AJReid
g fAufRor @ fow g &9 SuanT § drn o 87

7. et W R @ ywifda axe arel fafs gedl & aviE
BT |

8. IR & el ¥ R/ a9y 27 Wt ¥ 9w & eR @ e
Ra &= arel dRaT @ fagesn i |



A =

TPIS ~5 JIPbe 9ed ( Cash Management)

THIS B wHURET
51 g

5.2 WGl

53 APbs YT BT AR

54 APS YT B Iga¥d

55 NIPbs YN P AELIHAI U4 q8d
56 Nds YT B Hied

57 WRi¥

58 V&M@l

59 W-TEH UYH

51 STaHW

9 PR DI UG & 91€ Y 39 ARG © 9 [ —
o  dhs YT P A T WD |
o  APS YW P IGAW P U IR HD |
o  UDS U D HAIDHAl Y4 HEd Dl AHSAT D |
o Ao Y P fafv= dHicdll & e IR 9D |

52 Y&l

Abs we fH N G A U weaye! gl B 2| forad
WIS FUAd [dF g o §o | e @ew o e e 2
A% A & EEE § Ads vaw AT TEh qfer e e @
e 2| TG s@I8 W Awe Ye @T Y, WE SR faf dfeat
B 39 GHR T 7T ® P, Aps Waw B WEd B W fhar o
wD | Iid 39 WD AT HANER @ o W@ & |
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53 Ibs YeH DI AT

1 e AT AT < T e | g 4 wafi e @1 ot
& B | 39 PRV b BT T4 e yawEn o qe 91 Wi B
TS T B T S W A aeerl O e ¥ g
Bl B R | Pridier (ot & e BT §E SR Wl 3 I®
e T ST ST PR Bl & | el Wt 3 A o
R 3 <efrn @ wfeRm fmn o §) dee @wEE @
wwfrdl P WAl TEwgt o B § | 9% Taw a1 AR AR
sifxm fa=g (Starting and Finishing Point) 1T & | T8 SaWTd &1 Y&
¥ | Aclg ve & A B A oref BERT APHE  (Cash in hand)
7 9 99 ¥ Far ¥ wg fawga aef # fRuem A aRwfot

" (Marketable Securities) T 9% WAy w1 (Bank Time Deposits)

B W Aps § witwfera far s €1

APs @ Adps T wegfeerat (Cash and Cash equivalent
Assets)— |

ABs & Y= I FHRadl d U9 & dew A5 & | TPhe

_ mmwﬁaﬁm%mqﬁawﬁimaﬂlm$tﬁﬁ

Ao @ & Hif) Aws B oIare [ 9fdls w@Reg @ yeifaa
TRl B | APS T BT M b Suereran aon e @ef s w
AT 3 B JRABHTH BRA & Gl | TP B B JaR & Faw
GES |

A PNt BT g A8 GRIvEa e & b qa W THh A
) 7 1S 3R Far A Aps B FAE S 9 BT D 6 & A
I S wapT gffded & W | Abe Uew 5 R's - Right quality,
Right quantity, Right time, Right source, Right cost- 3 o1, SfRe
A, SR e, Shia wrm, Sfa arma & fvka 2| Awe vew B
& ®Y ¥ 71 TR U] A A (Facets or Dimensions) 814 € |



1. U®s AW (Cash Planning) — 9@ Jia dee &
mmaﬁamwmmfﬁm fPrirerT o form
mﬂﬁvlmﬁﬁmtﬁmﬁaﬁaﬁvaﬁaﬁwm%
U TR AT & anfes -3iferamar ar <Y B W qatiar & §e |

2. U®ws VARl & WA (Managing the Cash Flows) —
AP YaTE (oFals vd afdalE) @1 HeH W I & B gy R
AFS FT UL R & B Wb IR I Ao Rera & e
TS| AFe B GUSY N Y B o v » v Aafea wuww
(Decentralised collections) 3R TiTeTes T=ge Yo (Lock Box system)
1 TN R S T & | g A Ao B Roewr B Refy #
e soaen ST o W | A A By F oftw W
T WP |

3 FIHaH B A9 (Optimum cash balance) — JHs Ta=
T &1 % WY U], IghRead WR B i @ Ase anferm
ST o AT T B I P e ¥ T g7 g I A
T T B o wEH & |

4. IfaRaTa A+s &1 AP (Investment of Excess Cash)

— JApg Y= B Ao use] FtpT Aws @1 AR wvar 8| aifes
B4 1 9§ N1 IgeAred | U X2 | ¥E AT ww: § i @
favor A sftngfcrat e ST @ sw@e 9 Bar @ b wH @
wmaﬁmﬁiﬁaﬁm%mﬁﬂ%ﬁmwmww
(Safety), aRuaT (Maturity), T§ fauereiierar (Marketablluty) BT
@1 W ARy |

54 Hs Y B IR |
ﬁﬁumﬂwﬁﬁ‘wwﬁaﬁﬁmﬁﬂhﬁl

mﬁﬁawmm&{ﬁmmmhwﬁ

APs B IUGERT WIaT 3R TR B M &, PG DY T Dad

I oy
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T P TR B I HAf B S Ry amaws ¥ aifig
"t sreRamat @ giit @ o smawEs g1 o TR P
@Y & frer sgdva & — |

8

2.

T

8.

T,

IR T T+,
zﬁamgawaﬂm.
Friggaer 3 i

T fafrErT @ siTe,
=T BT g9 &,

$oi 7 T ¥ R wE_,
wmﬁamgmmﬁrmﬁh

55 WAl Bl MGG Hhdl Ud Hewl (Need and
Importance of Liquidity)

IRV FHE DI DT Y@ DT o1 AWK & | T AW @l
IO SaTEEal Ud smRwsaret @ oftf @ fy Awe Bt @
G 2 | TR T AT B ATTIDHAT THY AP B B | WA
FHE! RINI BT ST FAUT ¥ AALAS BIT & YT $HD {1 e
&7 T ST ¥ | 89 W @ A B | SR AR TR 10 TS
F. g BT 99 2, i off aner Y Feoht @lies WR 100 5. @ HRAT
B T T A & HH AL Tewd | I TBR AT BT AT X
@ As | TR A1 AGSET @ A B IR B A
frerar  fRatfern a1 wadh 21 IRm TR ¥ FrafoRea wey!

o e €1

1. R geRl T @ R B saas &
2. G HWR 9o,
3. WeTl Wl e,



4 TR NE D U B @RGP o § FHear sl v
fdre e gl ure 2eh 2.
5. ORIl g3% B W I IR A RS AHE bl Bl
W IR wa & e Swrea e ud ot ¥ ofy o §)
6. R anoufie wwemil & wam Ry woqm oxh & s
Jof ¥ mR o W @A F

7. e # 6T DY G TRE F FH TN & 3R FRed
I i e # wwe B €

8. IR WEWIAG el H o oM B g ff IumH Py d
FOIY I91Y W& S B |

0. WF SUHH B A TR A ofif wd warew @l @ Rl
APE B J@gHar el 2

10. AT ST UG 761 BT AT A Forge arern A fpan
ST HedlT B |

1. o Ams RIS, T Ud A ¥ gy B
2|

56 U®S WY @) MUl B4 ardl a  (Factors
Determining Cash Balance)

mmwwmmmwasmm
1% HEAY0] 1Y B | AEagHar ¥ A Vae U Aawaddl § o
A5e A & FgwEE B oy sfiENS | o Te AmEde wwRn
3 U T A vy B iR fF, Suah e smawadret
o & a1 1@ smenRe geel @ e faar o wa | R
AU W APE P P A B A@IHAT » A Foige aw
wfae w &

1. A®%§ qUar (Cash payments) — AR Wi I0= =oit &

g vy
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WIAM F 4 e W @ 4 A5 A9 TR | PR H FO BT
T TIAH FH DI §2gP Yaa o a) IS Abs 9 FeiRa
BRI |

2. w9 Rafy (Inventory Position) — Y% @GP
R P AR HAeH 8 $odl 9 IR ATel $I W GA1 Tgal
21 R e 3§ W 3fde W | w@r S @ 98t W) A6 P
W TR AP Bt § |

3. Scifed @1 A Wi (Demand of Produced Goods) —
3R ey g AT A1 Y AT SR B & 1 O T @ iy
P Tova Bl 21 s AU gofia awgeit @ Sarga! ot IfRE
AHE P FAEA 81T |

4. R B AT (Size of Trade) — T& BIC AMR # I
AR B o § B9 Adbe B AALHAT AT 8 | T WEe
T & 5 o fabar & Aws N navadar Wie faar ¥ TR
T FIM B

5. UPS U (Cash Collection) — 3R HH Ihe B
e @ fov faafea duew, oo <@ Uomell IR B
AFe TRRY R =01 =l @i o1 T4 AT 8 o A
B e A Bl 3R Ape I A B wwRa Brft | s T, st
& STeNd AEgd shl |

6. df%wW w==g (Banking Relations) — Wi Fwft e
I WgTaTe #H FHT B ART R T wifda 8 T § qun doaf
B gfte & R oredh wra B 4 HH Adbs WK W & B Fol qavent
-

7. ®a-fawa @1 od  (Terms of Purchases and Sales) —
IR GH TR Y B TH<S Hd DY AT 7 FrRIffmar it & @ Bw
Aee & Twva W, I FF Aws ;R | T IR Al
IR Ay #1 Mrcafed FRA § A g IfE Aws =fRY|



8.  IWN @ YHfA (Nature of business) — BB FAEE VT
aﬁ%wwmﬁwqm@ﬁaﬁwﬁmaﬁ%ﬁﬂ
ﬁwwﬁaﬁfaﬁwffwmma{wsmﬁm
g & §9 w2

9. wﬁfﬁwmw%ﬁwmm
10. T Refy
1. ama?q' (Order Factors) — %® 3 d@ o & 99 —
@ s RSt @ g
T o g AR, B e
A M A

¥ W MEd I |

57 bs Y D Hisd (Models of Cash
| Management)

WW%%WE#%QWWWW
mﬁmm%lﬁwwﬁmwﬁmﬁwﬁgm
S =Y Rl F7HT FTHA T BiA B ] | ufeoHr= B s
» forg el mﬁﬁmwﬁaﬁmsﬁr%im
P ST A B IR T B B Ry B Arse w@  yeifer

1. aﬁia yfa®E (Baumol's Model) — 39 s & 3FER
reer WS 3 3 PR 71 v R S & o 9 R @
T ) R Ffe 21 3w Hree § A AW T A A st
RNt R aff AR  arch @t A a1 o Rt o R
B W TET B T A A B T wqert et A o 21

THE Ty
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fafrem o e, A anféfe smawr ArAT (Economic Order Quantity -
EOQ) @ & iRty sraerm Ve TR FuiRer &1 3 gfvaree o |
Ror WBR SR S AT EREr @ waw & g Swr &, R
TERRT SNy &Y SrdeTaH AT TAT QA B e weEn Fn e
ooy e & SR TER Y D A B forg At srgaeE Aw
wwﬁaﬁwﬁmﬁrmﬁlwﬁmﬁmaﬁa@m'm
a1 et den o wa B R B § v/ R dr sRwgfE
T STl AR 31 dHe) Aes U SR AIRY JeEr e
dws A I F e G wReRrEl @ srermes Ry
AT we TRy ) |
AT BT AdHer APS KR MHe G 1 &

2D0O
o=\

T| W, Q= Phs AN B IR TR,
D = AP BT aftis IUHIT,

0 = 9fty FIER &Ta, T
| = n%q%ﬁéﬁm--‘am
4t @1 e . o, 7, Rigr o Al w smnRa
3R & AT SRR # wd T Savdt wiify, FIER § T AReR

@ afifaa 8 & sefa rart od ikt @ fd F gate fexor

BT e

1. free—ax &1 AHS 99" died (Miller-Orr's Cash

Management Model) —
39 At A Ara e § -

1. T D U (P YATH AaTD Tdbs A

2. Ape 8@ MM wU N faka &)



3. dbe I W B T—HE—Hww T8 §

4. P IET P TG Rroe T B AR IRaR T S g

5. de qeE A 2|

SR AR R SR iR ol Hte Ter: s,/ R
faefa 3% fazor S Rigra &1 wam 2 | 384w, fier-vd 3 aa 3R
@ AR YERt ye AR Abe vaw H PO wAFAN § frew iR
IR A 7w Y Hew ARy R Rt Avs @ Seaw va P
R o RgvE A sRvfra 3 R A o arh Jee B
wa A PaiRa & S 21 39 died # | T U saeR dAnTa
% MR W EF0r 1 (Control limit) T8 &1 AN & &) A5 A9 B
Searaea ¥ A wafda @ & |

freR 3R dieet 1 ¥ = @ -

3aV
R={=

a= ufomfd eER ¥ Wl wrh arm,
V= 2P JAws warEl &1 fERr (Variance), @
i= R R P 9w |

g L frerelt Wi 2 O srjaera ol g (R+L) aR1&R 89T | |

2. I Aisd (Stone Model) — I8 HAfea meifa w1t Ads
9819 & IR e RFE we 7 e dom @ eefa fokh § g
IR FRA P 7 el & | 59 et F A Frefaror e 2 1 =y
3 fri=or WA 0% U 7 81 &1 g1 Erh § i faftnr e e
R 3 Bt TfRT 5 el R W vde S ar R B A
< g & TIfRY R aTrl Rrg R wg g |

I%g oy

B.COM-504/219
69



B.COM-504/220
70

58 WURIY

SR FETIH F T W B & Jbs B 9 Tg
ghiRea ovar & & amawie WRI § Javasd @ T TEL B
F 7 2 IR wEEr ¥ Awe B GYR yaE I @ e swar
St W gflea & 9@ el W Aes T AEartde
W & ol B ARG B B Y e 1@ amerEsar §
e it B € |

59 YIgMad!

Aope FraeE : Yos FREeH 3 acad Jss wf @ a5 &
AN TE A @1 e S 9 8 € |

doe 9@ ALY : 1 Alea safl ¥ Jas & fft= Wil wE
Ape & A= vt & = §

Aee e : U@ FilEd wraaf § Aee @ AWM Ud e @
o &) Upe quie R | TRT: ADS goic Aed B B A Nds 981 P
fAeuor vt g1

Aws uH e : NPS U T WA G B @It B W | IS
N ) o

510 W—R& 9

—

SR mma%ania%mwmqaﬂ?mam

| awﬁ'ﬁaﬁmﬁ%gmmmﬁaﬁmmi

2. wﬁﬁwmﬁwmwﬁ?wmﬁﬁaﬁ
mﬁﬁqaﬁwﬂ%mwmﬁaﬁwmm
- mﬁﬁﬁamﬁh



A § TR B AR B 27 Abe TEH B
fafr amaml @ Wt e St |

Ade yare e fha yeR fhar s 872 dFie & yew dted
BT U BT |

IHeH Adbs VR P FURY fbd gR fbar Sirar 8?2 Aabs
g P fHs] a1 Aisdll &I IJEqIH BT |

The T&4-
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@3 I 9T TS 20e g B.Com.-504
AT IERIPR EE3)
Qug
4
ATHIYT o
T - 1 5
wraier fife
THE -2 13
iy & faer=
IHTS -3 33
iy HAife=al & e/ =mw
TS -4 42
TTHIYT & W
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Uro ATYeR E HoTafa - IeAN
e0 glve= waware  aRw guwrfemr - FEdsn daiss
sft w0 wero weTET Foufaa - afgg

AT |qHe
B0 wfera sfrarea fers, gy fRen oy, 8 Rt

fa T 9w

WO WA Wifagr WHE, HifREr, FarER e,
AR

IGLCED

=0 do o afEar fiex, fan favafmmea, soF

T e |l F fawg ¥ wwafaa @ @ vd far Hifte @ dee & wd & §

© IW Y2 TN Tvsa qaa favafaaey, someErR

FaifteR g 39 ugg-aneh & S off ofv W Ry Tl svew qaa fvafaae #it
fofaa srafy forg fomn, fifteEems swen fReh o wae A T TR 6 3 SR e 21
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Tue-2 uREa-

39 TS ¥ o9 Yo & S o - g @ s
frfofen R et & e &t T &)

R @& I oy A & ord 9w & e i i 2

T QA e & Rigra & W § e 9 e Rrver s
e T 21

mﬁﬁ’ﬁﬁm-m%mamaﬁwaﬂﬁi
T TR i & R @ Rrge amen @ )
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gbly — 1 o Afa (Dividend Policy)

THIE D ®URET

11 9%eY

12 YRE

13 o S

14 e NS @1 e
15 QR

16 STsaTdell

1.7  WH—URP UY=1

1.1 3S3]W

9 TP Pl U ® d15-3Y 59 I 81 Gl fb —
e VIS AIfT BT 31 §AT T |

o I VI BT HH U FIT UHTd BITT, SHPBT Mhord DY
T |

o  HHH! B AT A F HIA B enRAl R F T yWig &)
FAHT | 39T AT 3Thoi- HY TP |

1.2  UXdId-T

ORI gbls H Amie AfG den gt wig erenRal gd
Sl IR f6d YR usdl 8 I8 aMie Jifadl & fafi=1 gari g
Ul FeIdT & o ArT  Aifa Iy gud Ay g enfife
faerd 1 drearfed o sdreaTEd B H U e AR 2 |
AT i | sy e faaRa e & Rigral 9 areEei |
BT 8| U ATTAD ERRAT Bl IGI¥T o HAMT B | Ig A
3T H U geedqul fawia Moy 2 fb aifsid o &1 wai fba
goR fHa1 SY | g0 9 g8 Sodl & fb am a1 gul Sue
AT g e Se a1 S9 gaard # & ufornRa dxa gAfdfamT

B.COM-504/227
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‘¢

T O | TP AT A 79 ¥ 39 USR B Pk o ¥ 3 A
W G T A ¥ T UeR W Weer @ §
WEHER Forg # W ®Y § Seond fpar T & 5 am @
WEER /¥t ¥ fhe yer faRa far s & s
TS w2 F 7 ok g e sawd udd o

! R A e Soord fhar T4 @ 6 te awE @t
I o T fha ufterg siwnRal & 9§ faRa & @

forem ufara uﬁaﬁam%ﬁwmmmaﬁ

o fReifRa a2 93 |
1.3 e Aifa (Dividend policy)

T 1@ W @ 2 AR TaE @ TR e v
§U B § | W & WaRT el fivia a1 IR §p afkl @ Wi
W & BT & T GaTad AvSe $Ed & | 3 6IeH  Wwul
Hifd SN D YE AWM D GCIR D FART N AT A A P

e # & wfeRa aRY @ A SR B e B w9

aied 1 S | sfemEnRa ¥ e @M B fRer W fof
weEqul Bl & | 39 G ¥ fow T vl &1 A siwenRal
B AP A, B MY SFIAT Y I & 8w 2 | fEEE
SR B T T PR B D AR AR 2 B P

BT I 9T IR, W fafma 9 i Ol @ @ 9

WTER (Mood and behaviour) TR I TS Wehdll &, Flfds TATHI T

TR S B R W BT & O SR D 3 B IR el B

WIfAq PRl & | AT @ B9 H A P QR faarg & favg &9
T, TV YST A e onfY BT R e @ B
ot g ver frafii o (i) @ o A B &, A Y Gon af
7 GOl @M W W YT @ 39 SR A i @1 fwir
R UF  fed FAofg 8| 3 Sl BT AEEFIgEd F BT



ISl § R] T8 919 74 & 5 B deef Bed 9o @ gog ey
& WY § U gUifad qdwrela AR &1 urem e aike |
e Y | 3, et RQaRd s @ Rigrar g a9
BT © | MY AT @1 3l Warae @ 99 fAvlg ¥ € R g
9 UE T B © & W & o 9 aiw @ wu § faka
e Smg &R faramm uftenRa frar wira |

facia gov 1 g ST R B IWR G B A
TETERYT BIT & | RIT & WA 3T BT aToTR Hed 36 A & g
BT & 6 g5 ™ 3rrar Snfia &Y ST T (Payout) 3R
YAfIFRGT (Plough back) @ a1 fbwr wepR arrafee fasar wirar 21
YgwEId] B WA I8 fdded 81 811 & 5 oy 97 a1 T & | &,
g U 3a¥y Bial 2 & fae amne 9ie? s Swx o
Ay X Frerar ) aniwr TR @1 onf amae RaRa Y B
fagr=il 9 ForT | BT B[ 9% U9 g3 A foran 8, “emiw

<Y Srotel @1 SRRl B G Ud ufemRa st # fprer

fAf=d a2 1

SR H T & B9 H e B AR B TR F gae
1 g1 A Y 3 & wmie Ay e § 1 dac v QA w7 A
< MY W B 3G G T8I Brl © afod B a8 a3 A
WM 91t Hedl | Wl 98 TR @ar § | e e favr wwe
¥ 7d PreiRea et B SRR g 8
1. o HEleH @ URMYS a6 | & AW & A e
W’
2. 1 e ufted s o anire fRar S, @R o @
Lol e o e I

3. AW BT UH AfEd uRed amie 3 e § far o

e e ufey 39 uRad=eier omwier 8Rm?
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4,  H MY THE fodT WIG?
5. g1 AT 999 I B w9 A I wra?

6. T T B qRgof IR URMRTE i # Al o
e

1.4 &I &1 312f  (Meaning of Dividend)

o™ BT 98 ¥R, R sy o aed § e @ wewil
B TS Bl B, MY dearl ¢ | frsa am @ o w3
ST it § & S Qnfie AR R R @ sieRal @ d g o
HHA T | S (A IR SRR ufdewn) rfdfaw, 1974 G
1ﬁ197S$WﬁWWWWM$‘§§WW
1/3 R A1 W & GH 3T B 3Hfhd Jod W YA AT 12
sfvere et @ W 9 GEReR s W ST e @ R @
A G Al A ) VA o | 59 IR & o0 g o 98 o B
g, il R s, 19563%%3943%%%31@1?31
3R I W Mg B R "er & T & q e sftfaan @
T 205 & AR BN ©el faar 1ar 8|

S IR el Jiford M H | I T Bl G D
9TE 7 9 UPR B BN G TR D AT WA B D A 99 A
T &1 &1 TP A1 Il 8 | §9 SNeay IR | eenRal or & s
TR BT & | & [EieR e & g § 9% 39 ey W 99
el 1 e § yrifidar wet €l 8 | Fefd w9 sferenar
mwmwwmm%mﬁwaﬁmm

qpfﬁawzﬁ%nma&maﬁlﬁwzhmiﬁﬂﬁraﬁwﬁ
PR qhA § |

amier i &) ywifaa S 91t I (Factors affecting Dividend
Policy) —

i ifa o FEiRa @ are d@ Fefoiea € -



1. oTH DI WX (Level of profits) —

AT BT AR O S TAF T T D i ° | &)
faar S \@ar © gafog are Aifd &1 JIfd #Re ate e
U Tcd DA BT AT Bl & | DA DT AT, ST DY SeaaH
A FeiRa v o wee 1t 81 =0 ueR Rl $U 3 am
AfTa He arell w39 HRfAal 3 ven ma oy #
Pl B |

2.  T&%ar o1 Ry (Position of Cash)—

e FR), B U A P BT B GHI qai Fhg
U B O ADHE A B A I | SYR 9@ W
fama & areh aemll # waar Rufd FF6R 89 W F@g
wrerar Refa of amaier fofa &1 wfaa #=a &

3. fwelt sy <X (Past Dividend Rates) —

fara ad 1 Gorm 3 S MY R UHed g & WY
AR H Hee o ygfed Tu | JArERIE i &) ReR v @i
TN BT YRR gIRT far i 2| gafery i el aa
TG HATAD! BT faRTa aut O ATIET SR DI MR 4T difed |
4. IETRAl @Y AT (Expectations of Shareholders) —

eSS 3% Y HR & A F Y B IR H HH Ay
T o &, SADT TG FATAD] DY HAT AR | Fennfeiep gfie | o+
fary <@d= B € W siveRal @ ARt g aremai & § e T
Hd, o1 wfass # sifoRea ot e & 7 W Sfoars an
w2 |
5. ¥1fdd ¥+ (Established Company) -
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enfia FHEREr B A A BT ARG T AN Bt §
ST ATaea BT &) o ¥ S B BW T ¥ aAni
THY AT 3 DT R R o ol & |

6. SqId9+ (Fluctuations)-

SEgeAl ld dui—A P ARI-RT i Aifa i)
gRafiad 81 Sl & | 7 @ THY T DY AT HE SRl @ B
aMiE R # PN B g FRE g B SRl 21 PR R
= AT WO 1Y GAfe A H w1 8 A I THRO

AT B ST SR G X H ool B el & | Ao B Wy &l
AT G | BRI ST A AT SR 9GBS A T Sl § |

7. W) Nfd (Government Policy) -

WHR B A F g7 w97g o 9Rad= B & § e
O @ @Ml F FA T IE BT AR B T B | WBR B
shenfire sm td s vl o e AR W W v 2
SaTENT & forg Sardiar @ adAr AR # TR & B frEr @
et F T B @ | Bt A T A TR AT T 0
@ 2
8. ﬂﬁ*ﬁfr‘f (Tax Policy)-

PR TR gell Ffor @1 i B e & Sqew |

il 1 SR AT P QAR B Al et 2 s
A ¥ YR N 71 5 JER A e ok SR el

sl R AfRaT BR eR ATl @ AT B Wieared
fopam S 2 | gaferg e AR W R Afy @1 g v g

9. WdGf® Hd (Universal Opinion)-

fordt 0 Srpaife <o F SEHT T Adeifae gfafhansil
@ AMNMB YA IS AT TR gsdr & | e e o aren



FHIT B ST §RT Mg &1 Sl 2 | 3% 39+ da+ 3R
I gl B SR IuHaT 9 Hou H B B TV P I &
T A DI PSR AT NG TN TS 2 |

10. 39 T (Other Factors)-
i A B TG B aTe FB 3 T rufarRad €

@)  HTHRI Bl AR Y IR T B EREAT BT AR
BT B

@) wEfE GeaT—gell SEET | el I AT & AT )
9Td IS © |

@) sfiRed Yol & sMaegad—aeiR ¥ Goll §H: U@a He
fwelt arie Rfa & EF D B 2

(@ Oo0 IR F uga v

@ e gfesr Infe |

1.5 WRIY (Summary)

mier Ny il B 3EEnRAl @Y e ud ufoerRa
3ol A fre Afdea &= 21
 EERE H A P w9 H o @ faaRer & wee A
v g1 AT ifa &1 & amier T BEd 21 dad Ta ARy
T ¥ 27 A A @ s T e B @ AR B aut a
U W dTel HeAl § N 98GR 9l § |

e A W amia AT A e T &) an @
AP FR B AR § F PR B el @ e arer s
A2 oy MY B e am AR w9 Rl @

Aol A BT 2 | a9 N Q™ Garedl @S9 v |
2 1% g1 9 98 @9 o< & [ am @ fhaw 9T & anis &

iy Hify
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%y ¥ faaRa fear o iR 59 wu # faaRa fear o |

1.6 9I&IGel

1. 3fEYN (Share capital) — WA Yol &1 JFAYST B |

2. Yol 99IR (Capital Market) — STEiTei Goil WISl &R GTell
IR |

3 WPHT (Public Opinion) — ATAGI(=d A |

4. AR (Plough Back) — &M &I HforenRa & srafa
AN B dfc A e Fe A AR SR

17 WR® Y

1. UD BH P i Y P AHR < aro iy aw@i H
wHen @I

2. f&d v & amiw fola & wifaa e aral ffag ool @t
RAT HIFT |

3. A i BT 3wt Iard gY i i @ e Fiforg |



¥PIE— 2 AWy & RIGFT ( Dividend Theories)
FPTE B HRE

21 9%eW

22 URTEAT

23 oMY & g

24 9RIY

25  Y&Tdcll

26 W-URd UH

21 9geH
T THE B U B a1C A0 36 4 @ wE

— MY % gl BT 9 99 |

—-  oMiw & gl & R gt o gar |

- mﬁrfﬁmﬁl@ﬁa—ﬁwwg@dmiﬁﬁﬁm
WHGR § doi¥d ¥ &I |l Uy # URqd fHar o 9a |

2.2 PG

Ui 318 A o™ faaRer & faft= Rigreat &1 e fAofg
Td yfcenRa emier @ fReiRer § ST et | | e o
R yawr @ Tyt & 2 R W R frd ok
3} gge fota S & B A9 wEwyel vy aiw el @
MY & wU A S A arelt A B i by fFriikor € | sfsrenRar
# gfe A Tebg AT BT YA WG A R Al e A
BT WU A THI HHA! DY MILIHAT Bl 4 e § R+ iRy | 36
UBR e i & r—ar uforenRa &< & ifay ff gerer d
3T SIh ® | o Aifd @ ufemer 3 AT te g @ ufear g
EETTD © | IS wmaTer 7 21ed B ufuRer 3R ¥ uftemor
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o7 oef B AT B | g W Rivgell & e W e

qies & Rigril &1 39 $H7E § v fopar 2|

23 M & R (Theories of Dividend)

e R T e 3 e @ w2 R A RETRERT
yHe B TS & -
1. Fﬂ'HT?I Pl IS fIaRURT (Relevance Concept of Dividén_d)
AT
2. MY P IUNIME fIARURT (Irrelevance Cdncebf of
Dividend) | |

o RrERYRT @ Tl dfeey o M @ FTAR A

Ay B B A BT BT HA H g WEAQU U@ IRifTS

e Frmd 21 599 3 vl suRife e & wweid
AT v Prere B o, “omie AR Y o @ gea A
Wi TR §1 T QR A P e T S | it e
fofa o o @ o 1 e B A DS 4feer T8 B B )
amiter Fofa o & el & Rig i s g 81 T8
fafoRaRT AGREEE W@ ek @ AW R & e Sun
(M.M.Approach) & ufig € | |

el o R et T aRRe f o A At e
&1 9iR Heeagel AT siernEl B AP @ wU F T B S
e TR @ PEROT A 2| o e 1 aref W AT S
3 SfRIReT &1 1} HH AN B | Tbe AMId b I
@ HROT N B e B forg aavas fcenRa iRy § F4 o
o & gl T ggE et AR B o am A AN ¥



e fofa T 3 SfPa®Her &1 IR (Dividend Decision
‘and Value Maximisaiton Objective) —

faftrdrT fofa @ swefygm favta o wift amoe Ford &1
Ie W A D el (SUD U D R g D TwaH H) B
SRR ¥ | Y T TN D W B § 9 A B
T B ARBIHRT § I fadi 1 A gt &1 ol 81 foveg fagrt
TR 9 04 W TS I 81 41 T & 6 amner i 9 s
3t BT aoIR qea S HREn T e wa T & A | 3
= A QU aReR] € O o § A T8 @l €1 v faere
R ? & o7 & 7o 9 o fAofa o W= (relevance) @
IR T Rt ® & o7l @ o Q@ anne Boly & 318
=T (No relevance) 781 2 |

(1) < fola 3 yrafrear a1 =R (Relevance Concept
of Dividend Decision) — ©© fagm i 99 9.3, areeR (J.E.Walter),
TH. WINSH (M.J. Gordon), SWIRT I (Ezra Solomon) TRIT fired=
(Gitman) 3T & 7171 & & H7F @ qou B A o #,
i fFofa &1 AEEyel wIF B QR Yl H e & wY o
faaRa & S arell f¥r T W ArM &g wREnRa o @ A
@ U § uRad § afE & AR qod F gRaT B o B
31T PaymentRatio T W19 &3l & FIGIR o R U WRIf®
2 | $9 UPR P! B IGR IT HOR AT ¥ R & od HT 9854
& S T 8 | AIceR qT S 3§ W § 3o 3T
Hred Y3 wU ¥ ufaurfed fhar 2

(31) drcex @1 HiSd AT YA (Walter's Model Formula) — dieey
® AR AT AT B qIiH HA B Ay S sl
Hed BT ARWPHIHRO & F<H # B foba1 S i | 91 7 2
& SN S Y B AIE AR BT T g WA B 2 |
faffart & areEear grr € arny Ay FAuiRa @ S

avie & g

B.COM-504/237
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AR | g W . AR HE S U S A § e
RN & st & ) s cTeie wp S AT, iR o
HUS BT AT ST G R Tl A R wa-ufoer amie @
U A gAY Y areT S AR | o SR B U B QAR
BT GRS IR T 8 Fifs 39 T ¥ pivewr g BUS B

- mawgear g el 8| g9 < v el & we a Rufd §
AR T A I AR U B A B e o T 8w

g
qreex T Afee e Araarsil oy aeniRd 2|

() e o srfvees ufteRa sna @ wrae @ A a2
A g1 Y T o gl el W @ o 3

() TR B v B RS v (@t wfeRa 3 @
I=IRS Seurgadan) aur §olt & E. k' (@rfd IR ¥ gEfer
Wﬂﬂﬁ@)%?ﬁ?lmmwm#

fEERE FReT ¥ aRed TE S
(6) @ B T s aRERa wRS e § & giR

@l W & A1 iy B w9 A faRa B o 2

(4) = PRSP W YRR G Y A (E) @ R i
i (D) ¥ P aRad 8 g & | tReg IRom Friker 39 ()
T (D) & GRad waT-o W & | AR (E) 3R (D) BT B A
Tow Aol Ud Yo Hed @ ek v o) Rer & A forar wimar
2l |
() FF A Mg R qA IR B &

6) ol @1 IR You wfawy # wwafad arEl @ adaE g
| yaIfaa B E|

7) waar @ ufaeRa emy wiysy # ura @9 arer e @Y
ﬁﬁﬁﬁaﬂﬁ%@?wﬁdﬁﬁﬁwiﬁuﬁﬂmﬁﬁmﬁl



ey BT G Frad & — emaier 3 R

_D+r/k(E-D)
k

P =YY 3% IR I (Market price per share)
D =Ry 3ie AT (Dividend per share)
E

P

= HfQr 391 31T (Earnings per share)

r =3RS F I (Internal rate of retum)

k  =TYoll I SFTd (Cost of capital)

e} D WA D ITAR A T AT Uiy e
A (D) B gRafia sxa MaiRa faar smar 8 o w ufy e
TR Hed AR & SR & | SFgHeRE A e B
T § I0 fER s 8-
@) 9 AIRP QX () IR YOirhRul &X (k) W A®E &
(r>k — I8 Rewdd safE & < § oar & e o
IR sreTae R sEwER B § aifs ke w® s
ool & @ ¥ e 8| 39 SRl o1 R 3wt o
@1 gfcrnRa we Tifed afk ol si qeg @1 aifdidaq o= 7|
TR el A W4 r>k Al I YA AU BT AR |
rfd P &1 o Affiead 81 W9 D= I 81N | Fam & wu
TR~ T (AT FIRET ST 2 9 i &l IR e et

W 2 | (P increases as payout ratio declines).

r>k

@ 9 =aRe R () TR GOiHRUT &R (k) D aRER B (1-k) —
I8 Rft wm=a =i & 8l 8, e o 9Mga: Sifad
amMerRe faffnT srer a8 &g 8| sufot e IR ameRS
fafarT s ara 8 o 2 o R ) g ol ()

AT @ (k) SXER BIAl 21 O & r=k Il 8, DI BT A B.COM-504/239
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T 390 B TR g Y wATfad TE HRal € Al 3 B IR
T YA U D URT Hag0 (insensitive) & WITaT 81 39
UPR W9 r=k BN & A PIg e ARY et o1 Bl B | T
i N S & st Bl R R <l | Frm & w9 F 5
Siolt T AR G A I & g T B 1 (P s
insensitive to payout ratio).

r=k

(@) O =R T (r) SR GodHeor SR (k) & T & (r<k)- I8
Rerfer g o sraqell Fwafval @1 Bt @ R o @ &
GARIFERT 8 MRS AEER TE BN § A1 A @ B & 4
WEHE P SAW () YU goll B AN (k) O &9 e & |
SO T T AT SR B & | W Rerfly # vt oot
[l M P AT B w9 A faRa R 1 =@iRke | gaEr §
iR 3 WfERY T B ARG S S iR
fAfRIRT vas 1% U B Wb & | 39 UPR Od r<k dl P Bl
o4 3w BN W19 D=100% 3rRIfd E=D &/ | f a9 & ®u #
SNSRI U e T & WA S B aeiR g 0
gl ITaT & | (P increases as payout increases).
r<k

lllustration -1

TH HF B IR 3 AT 20 6. AR TR GoNpRor B &R
20 UfQeId 8 | H¥ & |t 60 UfcreTd, 80 WRIvTd <RI 100 Hfderd
TR YIRT 3T T fAhed 8 | aTeex 3 &I TART X Sieil
P TGN Jod B T B, I 3R fafair w yearg 1
TN (31) 25 e (@) 20 wiyER @@ (W) 10wl &1

Earning per share of a company is Rs. 20 and market

capitalisation rate is 20%. The company has before it an option of



adopting a payment ratio of 60%, 80% and 100%. Using Walter's i % R

formula of dividend payout ratio, compute the market value of the

Company's share, if the rate of return on internal investment is (a) 25%.

(b) 20% and (c) 10%.

Solution-

Payout ratios (a) =25%; r>k (b) r=20%, r=k (c) r=10%; r<k
r_25 105 | ro2. r M
k20 k 20 k20

6+125(20-6)| = 6+1(20-6) 6+.5(20—6)
; P= P= P=
(a) payout 60% 20 20 20
D=6 Rs.1175 Rs.100 Rs. 65
8+1.25(20-8) 8+1(20-8) = 8+5(20-8)
P = P= P A
) payeut 80 20 20 20
D=8 Rs.115 Rs. 100 Rs. 70
| 20+125(20-20)  20+1(20-20)| ,  20+5(20-20)
0, P = P = P =
LRl 20 20 20
D=20 Rs. 100 Rs. 100 | Rs. 100
IRIK IR0 | W & [ areer g7 & e g
o= B P,

(@) & r>k B A GRS T YA @ ARy |
@ 19 r<k B A GO A BT A HY H faawer 84 @Ry |
(@) Grélréks’rﬁrammm%m
qree} Afsd B mﬁﬁ?FIT (Criticisms of Walter's Model)-

dfeey P AiSe T A A FREDIT I A ©
TR 3! JfAfifed AFGATG &1 ATcradT BT SR F & G o
TR ¥ &

1.  9gY fachas a8 (No External Financing)—

9. diceR Bl YT ARGl & {7 BH @1 fawiigd dae foe & COML504/24 1
TRT 3 & fdbar S 8 ot IR H W4T 7181 2 | 19
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2 R FiaRe g X (Constantinternal rate of Return)—

- Hfew A gg A forar mar @ 6 ariaRe e R Rer
wﬁ%m&w#f&ﬁ@ﬁ#q@a%m—wmm
el W ¥
3. Rer gst @ ara (Constant cost of capital) —

Uit @rra @t Rerar & Aar- ) |8 8 8| 9 A

-Wﬁﬁﬂﬁrﬂ$wqﬁaﬁaaﬁ%ﬁr%lﬁﬁmﬁrﬁw
ey fagegel 8ir & iR a8 TIReW ¥ 99 TEdT B | 98 A

AT BT T AT @l Jorl ¥ Hfdep urRifAesar < 2| T
AT 3Jd I 910 82—l TP 7 ORE IUIR' (A bird in hand is
better than two in buss, A breakfast of today is better than a dinner
of tomorrow) | RffE wiiwr & oM & gomm § adam &
ATIET BT AfAp aTET B 1 I SN BH AN A BHH AT QBN

@ forg aeR BT 2| AT HH N BT A TH D W D

IR Ged § I AT B |

(@) < wfed (Gordon Model) — TS 1 W #a ¥ fb
AT BH B T W WEE © SR A A BH B e Bl
wifad S B

rﬁéaasrm@aﬁﬁﬂmmﬁwanmﬁa%—

1. P4 gRT dacl weal ol &1 & SuaNT fear i 21

2. mﬁammmaﬂwﬁaﬁm(mﬁrﬁaﬂaﬁm

3 B BT e $F |qad |

4 -mﬁaﬁmwﬁémaﬁmwél

5. HfenRa o Wl W 81 39 YHR faHT <R (Growth
rate) 3rfd g =br ¥ ReR w2



6. SR A AT o w W aftw ¥ wef
-k>br=g
IR 981d & TN Hod W ERIER BT 8 | 37

D D2 - Dn
P= + — i R
N Y H Y )

__Di '
{1+5)!
=l
p_E(1-b)

k—br
P= aivif @ I (Price of shares)
E= ufy o9 g (Income per share)
b= wfoenRa 31T (retaining ratio).
br=g fafFaM X W yur # AR €% (Return on investment
. rate)

r= fafEINT R TR IR TR (Return rate on investment rate)

k=Gl &1 ST (Cost of capital)

et et & SR B A e AR e R

SFIERT BT SUTRF R AT Goil ) A (k) U IT<IRD T <X
() & Tl )R R o &1 Rafy @ e v @ wHem
@) Reradia i i ok SR o HE (p) HRETRA ST
(b) # gl & wrer S § arfa o YT SIguTT ¥ B AT
TR ISR e 901 © 3 W&al ¥, ST r>k & ol BH Pl HH e
R BT =R SR 3T T e T SRR B AR |
Rredy B @ afell B SO e R B

. &; ﬁ s

B.COM-504/243
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@ e i =k T Rl H ufa S ew Bt o
amrer Y < snfd & Sh ¥ 1 F€ P o e § 6 el
Tensl ¥ T o A e R W YA <X (1) B IRIEN B
IRy afs omie & 9 § AR ®oe & ok § 38 W W
fafrrafor fvar o1 W@ S SR B ATFORS TG R B TRER
| apifd r=k Bowawy Y B B iy AR RRb R
uRed & 7 A A I IR qHA SR T B B IS FHA AR TH
UHR Y P qOIR oI AURARTT R | HoRaHy T A
Ay S & ared B R 5 @l

(@) Roeds ar dagE B el <k SR 3 g (P) TRE
RS 31U § i & |1l uedl § eifd o ie o | gig gm0
R IR o4 93T ¢ | 39 UPR 19 r<k 8 1 3 BT HfEmor
igenfal A gfe & sFravas g 7 | gfcenRe yde wuar v
TR & Sue SHBUS H A PR T & P T B IR FA

w R 3R G AR TR B o B e B AR B R |

lllustration - 2

a9 el & e ¥ gy goe FEgaR @ T8 @ -
v fo. T fa e o

Goll 1 AT (k) x 2% 12% . 12%
ufer 391 M (E) 10%. 10%.  10%.
RS Yd R (1) 15%  12% 9%

W B 3 B TART FR T D A BT AR
1A HIFAT T4 Y ST (31) 30 FRYe (9) 40 wfvE (H) 60
gferd (3) 100 wfawra & | oRemwl W fewft sy

_ The details regarding three firms are given below:

Cost of capital (k) 12%  12%  12%
Earning per share (E) Rs.10 Rs.10 Rs.10
Internal rate of return on investment(r). 15% 12% 9%



Find out market price of an equity share of each of these firms
applying Gordon's formula when dividend payout ratio is (a) 30% (b)

40% (c). 60% and (d) 100% comment on the conditions drawn.

Solution-

Gordon's Formula p=

Retention ratio = (1-payout ratio) in case (a) 1-30% = 70%; (b) 1-40%=

E(1-b)

k —bhr

60%; (c) 1-60% =40% and (d) 1-100%=0%.

Retention X limited Y limited Z limited
Ratio (b)
(a) b=70% | br-(bxr)or 7x.16=.105 | br=.7x.12=.084 | br=.7x.09=.063
10(1- 7) 10(1-7 =
P=ws P =T P =T
= = b —_3
L =036 —057
= Rs.200 =Rs83 Rs.53
br— (bxr)or 6x.15=09 hr=6x.12=072| hr=6x.09=054
10(1-.6) 10(1- 6 10(1-.6
P=5T% PZT:‘—.T::] P _|(z'-.u_:AJ
(b) b=60% = -;:7 = ﬁ =]‘—‘-ﬁg
Rs.133 Rs.83 Rs61
br = (bxr)or 4x.15=06| br =4x.12=,048- | br=.4x.09=.036
10(1-4 10(1-4 10¢1-.
P="T% P=1i%w P=1%
(c) b=40% =3 =t =
Rs.100 Rs.83. ‘Rs.71
br =.(bxr)Or0x15=0| br=0x.12=0 br=0x09=0
01~ % L
P="57 = P=%
(d) b=0% =||—g = % = %
Rs.83 Rs.83 Rs 83

SWRIFT IR ) fspd Aeorar 2 | i

(@) W4 r=k & A1 A AN I B IR T W GG A8l
2l

fApradiicr R @ 379 BT IOR Jo ) S B

e & e

B.COM-504/245
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W9 yfoeer aFura W@ e g 2
(@ o r<k 8 A Gl O B w9 § faRa w) & Ry

fderaeiicl T & 3% BT IR Heu a9 3Rd BT 8
ST WA YT ST e U9 iRIRT U $H B 2 |
(@) 9 rok B A T BT URRIRY 99 GHY dP PN NSl
oY &9 TP b>kir 71 B WY |

Ty fafice '@ WM S B | O 9 ¥ & iR
o4 IR YA AU G FRRROT ST # aRac &1 a9 b Big
TTE T8 U8 OE I 39S AR 91 iiaR® U R (r) GO
P AT (k) P INEX B B
() i wif B IWTERTSAT BT fIAR (Irrelevance Concept of
Dividend Policy/Decision) — %8 fagm™i &t #d & fa,

TH & 7o fuiRor # @rirer 1 arifear 78 8| (Dividend
is not relevant in determining the value of the firm) @T7er fa 3R
B BT e TH1 W@ad o) & | AR 9 e Afsd R M.

HiSd & M ¥ O I © | 9N I8 A © 1, amie foka

BT T D Yo Td BA & o W DIg TG &1 Usdl 2 | FHfo 39
Rigra & i o1 TS Aise WY BeT ran ® | 379 Il §
I AT B S B A B BaH wRA W BIE AT el
2| F % qou o fafEnr Y wifida st & 9 5 anng
AT | 59 e & v wRie AdRearh 7 fier € swfon
39 faameRT @ M.M. Approach a1 M.M,Theory (Rigma) Wl @ed
g |

AR 9 fer &1 RigrT (M.M.Theory) — 39 Rigra
&1 ol T T8 & 5 1w A e AR swwife § ok 98
JEERAT @ g9 P WA S B 3 | DI 79 @ B, R
SIIE T GSITd & & ®Y § UK 89 9Tl T & Wia dev
& 8 | MfRemen o <97 # 3R AR N (Tax benefit) @ 3pTa & 39



I A DS BB 61 U & b BH Mg B wfoenRa o= ot & A
NI 3 BT A 9ic < B 1 BH BT o9 9D 31T R Rk =
g 3R o HwE o fafteie if & wafda 2R 2

39 g @1 §p Arga § o 9 UeR § —
) gon grar ool & | R ot Rl o aaer et
gl
9 N B T H g W B ges SuereT B
H) oF-3F g &R T @mre @ e
3)  uingferdt ardif w9 & fwrsa &
q)  go frie & arra IR
) AT A TR_AT YOI M TR Y P oY W BIY IN
femm 8 & srafa aR anT Sueier & R
&)  wen @ it A Rer @ ghiea )
q) PI3 ikgd fqemm a8 ® srifd fafdier Wi P e
q I PT GATGAE TR H EEH BN |
¥)  fdwa @ i R eruied g
?ﬁf(Arguments):

Aerar T4 feR &1 7a © & anie Jira ara o
¥ Rl & o= ¥ Ry gfg 8 & S & w g R
@ 9IRG Wil ¥ YOl 9T HE H FHF O 8| 39 TBR QAL
AT U@ e @t afagfe R <d € | St < arelt SR 91
il | & Rw o H%f | 59 @i o1 e far o g, o
3i¥i &1 A (Terminal) o ixar © | STafd iwRnRal & et ¢
™ % B3 aRact 781 8 © | (AT, Rigra @ sigar s ffde
A & YR ¥ 3T @ TR J& (Po) DY 3@y & T H Hra
T T M & TR o 9 3iF B JifH IR e B anT
@ AR AET A1 [HaT & | AkIRear g feR o 38 @ Hor

e & Rigw
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foar 2 f6 afk wog & SR fE @ 3rarar ol W A B Ty
ar ol Y @ SRTEEdl @ AR W PR g9 HE BN |

g0 AR JfRTam & e # @ are A TR
21 Q1 GHM a9iie GiReH [HF HId! 3T & FRIGATY ool
A RN arell FrafEl &1 IR qou W sav §HE B,
IS qroR # ys fAfaear o1 2r@eR eyt 8 v Refy 3

_mﬁm%mww%ﬁwawﬁaﬁa%

T, T R e B WA B |
IR H A U ISRI 1Y (Passive Residual) fofg
2| g3 WU ¥ TAT. died o e ORE | R o |l 21

_b+n
U Yk

P,= T & UR™IH 39l BT AR e,

P= AR B 3id A ofE BT IR I,

D= I & 3 & UMy A
k= SOIR GolIdROT &% 1 G9T Yol &1 T |
WaRFarl @ fier Afsa 1 amal=eg (Criticism of

Modigliani-Miller Model)

$9 Aied @ AN WRET: $96! A Ted Argaiel B
FR P T B A UBR W B
1. o [Pige-—39 dled & are § w1 B iy
IRATIDAT | W 7 | AT TAT YSIRTG A 341 B forT e ant

v X an B €

2. flme oro- we el @ e W e wdivE T
Tellell IR 0 &RAT Ul & | 37 918 fawiim, aniaRe fawias

'%mmﬁ,mmmﬁﬁmmﬁqmmm



T R

3. fafehevor - RfSger son e & Rifeewor
(Diversification) T8 &% §| 3d: 9 NI Pl AT B &Y §
facRoT oo @va € anfs s AT 1 RfRiee gEd wfefo
H R 9D |

4. ff¥=aar — aEr ¥ afARgaar & Ruft Ream @@
21 3R 9oy & IR % 9 yalgae an € 8 urar 2

5 Ul 9IoIR— AaeRe Yol aTaiR qut 81 & fores |
o i frgesd wie w81 81 urh € |

6.  ATHIY BT WP — AT YA U F gy wven &
e 16t # gie T wava oot B AR 3y el a1 9o wgar &
W 3 Afeet A AR BT ST ey A forT T 2

Hlustration-3

T BRI P GAH H 50 . UR a5 arel 5,000 39T g1
21 oM 9 & ST F R 5 %, Uy 3w A YA S
faem B W@ T | 39 UBR TN & g golidRor IR 9 wfiiw 81

q§ & I | AW BT oI 7T BN A (1) i e TE
forar i € &R (2) <Irier ST fpar @ ?)

ARAT DY b =T AT BT JTa HY AT A PN TH, T,
Hi$el & ITAR ALTENRTT $T &9 T FAM Bl B 1

X Company at present outstanding 5,000 shares selling at Rs.
50.The company is thinking of declaring a dividend of Rs. 5 per share
at the end of current year. The capitalisation rate for this type of company
is 9%.

What will be the price of the share at the end of the year if (i) no

dividend is declared and (ii) a dividend is declared.

Explain that as per M.M. approach the wealth of Shareholders

e & g
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is the.same whether dividend is paid or not.
Solution: . .
(1) =9 @rnw Oifta 9 fEar o,
fear @ P,=Rs.50,D,=Rs.0,k=9%
| P,=P,=(1+k)-D,
=Rs. 50 (1+.09) -0 = Rs. 109

@ W e Biftd fsar @,

f&a1.8, P,=Rs. 50, D, =Rs. 5,k = 9%
P,=P,=(1+k)-D,
=Rs. 50 (1+.09) - 5
=Rs. 109-5 = Rs. 104
q arenn e ¥ B aid ¥ &% D U S U § 100 . TG,
WY AT T foaT S o SR SRl @ Hed @ WU H 104 .
AT AT B U H 5 . Uy 37 UG pRaid ot Femar 3@ Al
109 . & UG | 39 YDR SRR $T 97 Th T & o a1
e ef¥a fsa @ ar ef¥a | fhar o)
lllustration-4.
BT 4 . R 37T SR Bl & ST YRl 9 HfcErd

-qigan%mﬂ?ﬁrﬁmmmmamsuﬁlw%l

| dTee Hige B SHR 50 e ammaﬁmaqﬂrl%r@m

el T 1 TARY | qTee B AR 1 I& TP SFHerad Jrar
U 2 |

Company earns Rs. 4 per share; itis capitalised at a rate of 9%

and has a rate of return on investment of 15%.

According to Walter's model, what should be the price per share



at 50% dividend payout ratio? Is this the optimum payout ratio

according to Walter?
Solution:

Walter's formula:  p = 2D

Heregiven r=.15,
k=.09,
E=rs.4,
D=50% Rs.4=Rs. 2.

_ 2+155.09(4-2)
-
241.67x2

09
2+3 33

s W . 7 " el )
= stodl o= Sl = Rs.59.22

T8 ARHeIH I A el 8, Fifd areey ok T B
Rf 3§ &4 & o BT ARBIERYT 3g YA AT RIed BT GIE
fRar 21 g it w ufa 3w g

0.15/.09¢4-0)
PSS

% BRT, W1 Sfpan B |
= 887 = Rg 74,07

lHlustration-5

wf ar for. o 99 39 goi & JrTa 12 ufdea iR wH
I 9T, TSR 4 10,00,000 B, (10 . Ufcl 39 o) &% 4) worm ay
@ 31 # T4 RFART (1), 3191, (E) TN AT (D) BT G HA:
3,40,000 %, 2,75,000 %, T 2,50 %, URI 39 A1 g¢ qWizd
THUH. AT B IRl IS 1 PaE B9 S 5 B i
TE PRAT 2|

Golden View Ltd. has a cost of equity capital of 12% , the current
market value of the firm (V) is Rs. 10,000,00 @ Rs. 10 per share) .
Assume values for new investment (I), earnings (E) and dividends (D)
at the end of 1styear as Rs. 3,40,000; Rs. 2,75,000 and Rs. 2.50 per

share respectively, show under M.M. assumptions, the payment of the
D does not affect the value of the firm.

Y & R
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i vt Solution:
TH & P, =P, = (1+k) - D,
f&ar 8 P,=10,D,=5, k= 12% or .12
g A B grar | fear @i,
P,=10=(1+.12)=0
=10x1.12
=11.20
v fafsan ¥ fawt @ IR = Rs. 3,40,000-Rs.2,75,000=
Rs.65,000

] . 65,000
T 39 B = T

BH BT HA (V) ={(n+n)P, - 1+ EY(1+K)

_ {1.00.000+65.000/ 1120} x 11.20 - 3,40,000 + 2,75,000

112
_11,20,000 + 65000 - 3.40,000 + 2,75.000

112
= Rs.10,00.000

4

_ 11.20.000
- B

112
g AR B YA fHar W
P, =10(1+.12)-2.5
=11.20-2.5=Rs.8.70
q fafrdnT &q fa a1 Jmaveac = 3,40,000 - 25,000 = Rs. 3,15,000
e S 9IE @ AR (2,75,000-2,50,000)=25,000 . BN |

T 379 D G =3";;°(:’° = Rs.36,207

{1,00,000 + 3,15,000/ 8.70} x8.70— = 3,40.000 + 2.75.000
112

TR F T V=

_ 8,70.000 + 3,15,000 - 65,000
112
11,20,000
B.COM-504/252 ST Rs.10,00,000
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e w4 1 qea A aRReRYE ¥ Te @ 3| 9 IeR R v
fored frveran 8 6 AT AT 1 W @ oW W P wg T
U B
39 g A EeT | dTee] A @ AR U6 B & 0
I 1 g ok Jou PeiRa Aifg)
From the following information supplied to you, determine the
theoretical market value of equity shares of a firm as per Walter's model:

Eamings of the company Rs. 30 lakh
Dividends paid Rs. 10 lakh
No.of shares outstanding 2,00,000
Price eaming ratio 10
' Rate of retumn of investment 12I%‘

T AW G P A A AR A T &2 AR A
3 AW ¥ SEGETH AP I T 8 iRy | |

Are you satisfied with the current dividend policy of the firm? If
not, what should be the optimal dividend payoutratio in this case?

Solution-
P=D+.rfi(E—D)
_5+.12/10(15-5)
As per Walter's model : . 10
=22 L 2T pam
10 10

T UBR 37E 1 VTP, AR YT 170 . B

£23000000 o 1000000
2,00,000 200,000
. . o _
k is the reciprocal of P/E ratio =—=.10 B.COM-504/253
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24 R

e B Y= Rigrl &1 srue o @ uvE ey
Wy W 7 & Rigra u-i—ssl Argarsii W R 2
e amArg e Refd # g8 ARaa w18 & & 39 &1 qoiR
T T AT AT U Sa FAgTl @ MR R FHIfd & |
it wa—amides  aRRufat amffe sk o agerh & &
25 SearEch |
1. RerR gSit (Constant Capital) — WY uli foRw uRadH
T8 BT B
2. yfauiRa AU (Retention Ratio) — &M &1 I8 “I°T WY
yHfafaT fsar s /)

3. HICTH AJUid (Payout Ratio) — <Y T 98 I I 3T
Rar # faRa far smar 21

26 W& UH

1. Y AT & areex U9 TeA Aedl § o8 Aiferd IR
T4 2| A g ARIael W amiRa 2 @ Ak
2. deex @ Hisd ¥ B @ Ay A siaRe s o ek
goT ! AFTd & TR IR R SRl 8 | 39 Aa &1 o Bt 8 1P
3, i A @ AR T R Aed @ aneEe
RAT DI |



FPIE — 3 mﬁﬁu‘r ) W/W (Forms

of Dividend Pollcles)

THIg DI GYEAl
31 3SgeW

32  UKIEHT

33  Fe HifEl & UPR /TRy
34 ONY

35  ¥erde

36 WD U

3.1 aq-c.*w
3 313 B IMIIA B ST 39 ARG & FaAl B —
- TR R amiw ARG B,
—- e e S yeRi @ Ry seuE 949 9,
i A S R T T 3§ R R 7
f Rl A Sof die @1 Raftr @8 wu # wxga & w9@ |,

3.2 U9+l

fdl sl & forw orar af @ sfd F U RS
fopamaii & aRumRasy iernRal H1 e & w9 § o B U
fewar faaRa foa Srar & | Bt &Y i faavor @ fore faf=
UBR B AT AT AT gsell & | foTipT o1 39 3o o
wrga fhar T 81 odHe uflen # onniw et s @
OIS &7 HEEyul 2T & | R 3R R 7 ao” § g
afdiep vd facia Rty o woreht o sieemRal & arm wega
a2 | FEER ¥ v FEA FF amare AR § @ e o B
JUAT = | e gRT S o N sraerd ol @ @' R SRl

B.COM-504/255
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X yifad B B

3.3 i oAl ® YHR /EHY (Forms of Dividend
Policies).

HHH g ¥ yafora R e Sifeal § & sl ve
DT AT BT YA B o | TG GRT S+ Ny 38 oy 2
S faf= oRu B 81 9ew affe < Sifelt yafea €
TR o o @ g
@) vk dx.,d mepr i&'k (Constant Percentage of
Eamlngs)—mmmﬂﬂqiﬁﬁﬁﬂﬁmmiﬁm
# faaRa &=, e AT & U H =T o har 21 39 AfY
P AM T & {6 T7 anie fav § are] 9 B e § v
| 3UfIY 99 3T el Y&l B, O S 3 amnfad g
# | g o9 3T IR & o ST 9 AR P Uw T B
BRI ¥ TR AT B R T AR B R H TR ot
2| I8 B B I P ORI W R Y9G STerall 2 R i
aRRerfl ¥ are ¥ arga et & Yol SE W SRt B S
21 TR A T ST A <R R B o A
R &1 39 Y A I TR P 37 T F A B G ¥ |

5 A A T SRR A S PRV ST 7 @ A
Wﬁmﬁmmélmgmaﬁwm
Wﬁéﬁﬁ%laﬁmﬁrmwﬁwmmaﬁwﬁﬁw

3 st B w-gm_-wm frer |

(@) el AN <R (Constant Dividend Rate) — gaaT Yon

-w@ﬁﬁaauﬁw.mﬂﬁmwam%%mﬁw

ST AT | g6 A i qof w3 oo € o &
T8 39 AT WR o SIrier T R e | o b R
# g T R 5 6P SR o 3w P aiffE ol W PR



A 8 3R Uity Rer ¥ arnier @ ©u § U g v
g I 2 fb U S @ S BT TR How ST 8 e g,
Y B A P o e ufcrera & amen v ReRr amier ov
W AT BT YU PR W9 A Fedil gl & aF Rew amwier &
Y ¥ H DI WA T8l Bkl © i Al g8 oma &t e
# R aMiE & BT 991 T@H § BfoATE o Fad) B | 3 BT
W T8 gIa faar S ® f 9ga @ 4R wR W amiw PeiRa
féar Sy ifes et @ R A7 F A faeRo | St @ dar
T TR 1 99T T U 3R s A1 # arfoRe ammer I aige
nﬁa’ra?ragsrwmml
Bﬂﬂaﬁﬂ‘rmzﬁaﬁlﬁaﬁmmmﬁmﬁmﬁ
I At R -
(@) @OR @MY AT (Conservative Dividend Palicy);
(@) TSGR T T (Liberal Dividend policy),
(1T) g% I1 GRRR e A (Sound or Stable Dividend Policy).
(®) ok araier AT (Conservative Dividend Policy) —

13 IS O e (s O 1 2 15 5 e 1 e 3 B
yHfdfrar famar sirar & s siernfRal & emire &\ ¥ B9
AT 2 | 39 YPR 39 A 3T 30M W Ja ) o Ay
Ggodl U4 aE Pl I Pl FaAUR 3G & AR Jeenar o
A IR DY W07 M W Y@ & | 39 A pram s
(Payout ratio) §8d &1 HH AT HH B YR BT 81 5 UPR Bl
MY I FFN B g A e T ggwargel Aol 81, S

fAereiier 8 ok o guR @ fawR odwdl & fog e

- JfaRa golt 1 Smavadmar 81| W H & SienRal B g9

M § e F a1 e 81w W AR B e s

G I8 Wadal sxa-l aney 6 sieEnRal & Rf W s uR 7
PR WY 3R g Ue I a8 R W §B & A A

wmite Hifedl & sy

B.COM-504/257
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wiy ot B Y ¥ AaRa 9 § 99 3 FOR oIy N PEd ¥

(@) SR e fa (Liberal Dividend Policy) — fSied ifa
YR AT B SAMBIY WIT BT fAawer feRniRat # @ & w9 §
gie 30 & 98 SaR et Y et & | o P S & W uRe
Ra far e & e sicda snavas giar & | 3 A ¥ FraE
75 & o1 B B AR WRETRa srgura agd € e €T 81 39
AR ¥ siernfat @ Srefeprel Rt A e adE R P ol
#Ed e o 21 W 3 5 3w M & U § A @
forerr, IR @ SRR TR 3 R B ot @ o W
2 | o 3it 1 weer Heg o 98 I ¥ R 7 afw ool sTeR
H B Pl BiSATS Bl & AR I fAciia ggear 1 g1 uga
W B 1 I8 A A Seeaddrel B e # Ed § g
wfares & fory AR ot § | Rorereer aRom 78 2 & B Fwe
D1 Yol 1 HAI B THRAT ST AT AT T9al & |
(1) gge a1 gRer amne AT (Sound or Stable Dividend
Policy) — Wi 4 @ 48 ARy Qefwrelivr B & o v
Teed o 1 3R TR g aTerer JoTh B | WIS S
focrr 1 TR @ SRR 3T B TR BB T B @
e et ¥ A T A A S & e & R f5 awe
ar vt ant # ) o1 ant oifde B 2, O 5 W vl et
&1 fmfor o forar ST & Rmiar waT S @l § ey faaRy
@ ©U ¥ fohar ST &, T4 @ H BT TS 8T aTfh e o bl
ReR g1Y ¥ S e | Ggo oHie fy acir uRRded § 9ga &
S g Vs AEwqy e AT 81 R e o A
yforef @1 39 PR T Feaa Ny & wu # et €1 FAfdem
B.COM-504/258 H&ﬁ@ﬂﬁ'wﬁ'wﬁmﬂ?mwﬁmmﬁﬂ
A T W & 3 8 A B A a9 g 9y @ #§ 98ee



Bl B
AT B TR ¥ FTERTE IR F 8 gt YaT bt S 2
I8 RN ? {5 S @ yamr 1 GRUR Y ST (Stable

. payment ratio) %I 31T GRRR @RI X (State Dividend rate) &
Afer e ARy |

¥ge ariw i & T (Essential of a Sound Dividend Policy)
U wyfe it AR A Pl aw Ao 89 afe—
(®) Remar (Stability) — ReRaT ¥ amerm amiw xR 3
ﬁuﬁmmwﬁﬁ%mﬁaﬂémﬁwaﬁaﬁgﬁam
e Wi 9 T R ¥ g e & af e A g
R B T 59 3BT TE BET o wad B | 59 Aud, B B
wﬁﬁﬁnﬁaﬁmﬁ%mmﬁm@ﬁg@m%
3R S # weaoh g & 8 ol ¥ sl Rer ey iRy
T B R T A0S B | NS AR R S A e
MG dea &l T

(@) wmiw < @ B gfE (Gradual rise in Dividiend
Rates)— G¥JT BT BHIM YIS BT ARV b i &1 # 9T
gig Bl | FN B 3T 3B FH W g oI g7 W S
TiRe 2 78 321 2 & 5 SRl o A of 9 A R P e
# g i SR # - 9y v e iRy | afg e
o e & oIy A sfRe i @1 R @ e
AR | T <R A iy siwmRal # s I v} R
R ey e ¥ Bl T B |

(1) 9 A FH AHIA (Moderate Start) — B BT URF
B a9 § 9 R R Ay SR B AR AR FRE @
i Rft g3 &1 @ | &, T 3wl & qrR—arr anie
R A A RN glgax TN =fee | amiw faRer § oRed= @1

maiet At F TER
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T JeenRal N o 7 aRad & 2

(&) < &1 FHq AR (Distribution of Dividend in Cash)
— i @ R AR THe W A fhar ST @Ry | IR
e B B PNt A e gfgsr ae, @ Wie M (§FE
arer) f N b o waran B | Wi @Y o faaRer sRa §HY
g @ MRy 6wl ifdy goirewor &1 RIeR o 781 81 @
2

(8) 3 aw@ (Other factors) — I BT A Dadl 3ot
AT W & B AT | T T B T P Ry D A A
e SR BT AR | AW O e 99§ Ue & IR 3 S
2 TR SRt & Soars # gfE @ g smaRe amirer o g W
a5 B |

gge amiy Afd @ o (Advantages of a Stable/Sound
Dividend Policy)- '

T BT ITART A 2 | GG A ey DY v faerear e
# Rerar vd Fafiear &1 o amig ifd 4wl a1 spma
X &, Y 319 B TR Hed H ST S I § fores SRl
3R TR S IR )T T s 2 | O Reafy e o weRy
Ior § 3R Fl-aft a8 Rl Fvolt & aiRaw & @ A <
HHd R | TP Ggg amry Aifa @ Fefolad @mT 8 @ €1

(®) 3rwEnRal § ¥=AI9 (Shareholder's Satisfaction) — $©
st (SR wegerfta a1 9 =fd an Yo aTe af) o & R
9gd & WITed [ §ad 81 8 SR § i wu 9 ufdad e
qTel AT Y ARB FEd I § | T Gge AT A B gRT 4
JeETRAT P T AT AN GEHA & | 39 N B PG qaieD
aE a1 @ FEEREl R ysar @ e el o sl guit
wifaa B 21




(@) awenfRal q fy¥varg ST (Confidence among
shareholders) — & 113 9 fafda amier & Afd o & A
oA & A H e & Uiy faeary ST S 8 | R a e
PH BN TR B A H Herdl el Bl & 3R PIe H o
R e amie qicdl 2 | $9P BIROT gl TR H 39 3fE
I AG AT T |l & | 3R 9ISy H GOl g A H A
Bl 2 |

(M) S & S9N [ou A dETRd ReIRAT (Relative Stability
in Market Price of Shares) — f&7 379 ©R fufid ® & amrer
fiyera & S0 aToTR Hed # STETRd $H SeaTaE B & | a i
39 # Aol B HRITGAY FH IE & | T8 TE, FI bl A
¥ gy N & R s u1e il & IOR Hed W Ul & |
Yol Ui @R B WHIGAT SATT 3T B
(@) Oeferehs doaret ¥ WSS (Helpful in Long-term
Planning) — [g¢ MY AT & Jr=ria fawig smaggadrsil Ten
S gff & AT BT WE T [bar o webanl & | forae e
TR WX Sredreid Arorrei &7 Ao wReagds far S aadi ¢ |
I e Ay B Y SrefepTel ol I B & W Y
RS 11 2|
() <= amg ¥ wnfia (Stability in National Income) —
afe w1 § srika @ a1 ARwY FHE gge anie A @
e PN, A 3HD BROT U I H Rerar e, S awgul
efaraRen @ R & gad 8| JTRIREl B Rl g |
el 39 & o H RN @ |RTEAT Ued Bl 2 |

I AT BT A §Y HI T4 A TgEh Ged 39 I
T 9O B & [ gge aArie =ifd 1 & g =1y |

Ay fy & F&T (Goals of Dividend Policy)
I A B TS BRA dTel 3D BRS & | 31T HH A

e A F sER

B.COM-504/261
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e e & A= S gEE arE AR & Oe e & aR a2
Tl A faftre oRRefY & agER & amiw AR B sl
ST &R T § | R o v e i @ g | Fefaia
TSRl BT T & § [T ARy |

1. e SR BT R Sl B e W U A e B
T 7 fpar s iRy |

2. OTMEED AWl H B gRE RN 9o @1 g ae
FEY W U 39 UPR D R & @R a1 Am
HN &, A TRl PY R w1 B 2|

3. oy, fafEeT 9 sejyews wel (Aol g gEv ) R
B & 3N TR 5T HHORY R ST uear £

4. o fAola 31t sreumrei Ry fAvia @ W ¥ W
AT ARy Rifs aiffes o # fRervrfierar 5@ af A
I DY P ol BR Fhal & | SHBT HR TR TR I
US Gl B AR Wy fAulr A gua ofe o e
|G N B FEHN ©

5. yar U A AR ferofiaar @ ® F9 @ fog
AN BT BTl HERY B wY H AT AR |

6. D gNT DIy Ml I Y &1yt @i 7 fhar o,
e AT @ ArfedE @ w9 § wme Rigral ¥ e
TRAT BT 3aey G 1 ARy, TMfH I 0 a9
LT HaT & Ted ¥ g ol o 9 |

7 e ¥ afREd 7 IR—9R aReads & 89 < Tty |
A TR # PN iRl & foy deems B #
JTITRET P TS T @ foy Rivgd g1 wepar 2 |

3.4 WURIY (Summary)

B,COM-504/262 FRfT Syl m@mﬂ “fifcry § W‘ﬂﬁf G|
% FEAYPT I FG BT B | BE B BOR AR Ay S ol




& QAN R g <l B 98 ISR A A ot @y
JETRAl & g SyreT | SAreT faoRy W fvar R 7 | R
H ISR A U1 GG BT A0 R 99 /g o fa 98 e
ol Aifd @ o o e ) e it R 3R gge e
Y PN B SferenRal B R g F Wherar ff aiffd avd
g | fSrret aRoms wwoelt & ot &1 IR o off |ge Ue wrd
&l 2|

3.5

HCACG

HOIX THIYT  (Conservative Dividend) : $@® 3fiid
JRRAT BT HH W PH AW <1 N A B Siferer
W AR &R R

YR AT (Liberal Dividend) : @i &7 Sifdyaier ar
el # faafRa @=am &)

g TIY (Sound Dividend) WRIRVIGAT &Hl 3rafdr
T I3 AEaYU! gRacH &) fhar §HT |

3.6

W—WRd YA

Rer amier FIfY & oI Td @Rl 1 geror B |
g9 0T SN HI gAY |

AT AT BT 9T SeH B Hod DI Aad FIfad Bt & |
9 DU BT ATATAAHD TR0 BT |

T DY |

amrer A & wHy
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SHIS — 4 AT @ YK (Types of Dividend)

DI DI OURE!

4.1
4.2
4.3
44
45

4.6

SEie)

4.1

39 3Bl P! U & 915 31U 59 INY B il b —
FH e & fAfde uree™ Iar 9@,

B D AMIY DY 3 TBR IR DR Hb o1 1 bl

Sreferely MeF &v T WE 8 9D |

4.2

PENICEL

U $D1s H B & A= S & UHRI BT UK

R T &1 TR e T AR § o @ FeRT B
TEEQU I USH R B | R A yeR @ Anier &
RO R SR B FE B ufY Frerr B @ R IRa
TR 2| 39 3B1s § A yBR @ el o 9ol fhar S <@t
2| S HEE @ e S B geIfad FRa 2 | 3R HRE 3gH
i siemnREl @) W § gfy aed ¥

43

ATHIY @ YHR  (Types of Dividend)

faaRor & MR W AT B A Wl ¥ fave fhar o



HepaT 8-
1.  9Hg ATHIY (Cash Dividend) —

I 99 yaferd 9 At U & | e agd ey &
YT e €1 D wU H fHa1 T o | smavadar 36 919 3 8 b
FA D Raaar P RIfd 9w @i < g 8 @ik Tag
A 3 | TReAaT IR RUda wara- = ggar &1 | B 19 aRerar
A B MR TR g Ay &1 g aroR @ uRRefol & ame
TR TR & 2

2. UYA A (Scrip Dividend) —

™ o1 3Rt I8 TE BT 5 HR & U i Tda) g |
3R THe wU A AR AT S wHaT B | AT BT AT Al 9§
S W W T |d ol A WA M A W B o 71 Ak
P! B UTH T Abs 7l & AR HH AT o1 areeht & o
HH! W B IR B I wfiEr-ua S {1 9% 9% <7 @,
TN AR Ghdl 8| i AaeFd B A AR arne s W
TR R T W ¥

3. ®O9Al ® WU W ATHIY (Debentures Dividend) —

F U D Y A A < BT A T8 Bl & b mre
TAHE A BT A Afes § wer aedt 81 S oft
T 8, 1§ T o) aReran @ Rfay A19[@ 81 | T vt e
@ 9ol ¥ IRl I o ey ff O R GHa 81 3
O U Afdad el @ 9 2u B § 3R 35 R & Y 27
BT 2|

4 999 AW U7 ¥C[Hd APNY (Bonus Share or Stock
Dividend)—

GfeT Y § | ThE AT 7 TP IH DY BT GoilbRol TR
e rem 81 e vl o 9fg v @ 99 § gHar 3y
frtfig o= R o €| e A A aRear Rafy a1 781

A F TER
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2 3R AHg AMIY <7 # e B & o SfErenRal @ ueha
AP & M D 981 ¥ 3 g o A ord €1 39 ol
4 3 HE 3 | ST I I T Bl U IR € 3@ §
IT PR AHS 9 YT PR odl & | I 999 3T AT D g5
# forffoa 781 il ol € | e Ara=a ST ITaTE & |-
yefereliel el §RT THa—w IR Ffardl & goll g5 @
fore dF1 ofer W by O €| aoAE wHa A gull @ qHer 9
1 & FHfal @ forg a9 sfw fRifia e s g 2

5.  ¥fead ATATY (Property Dividend) —

S BT TE UTGU YRV B[ FH YHR P AR
W B w9 H 1 ol @ WU A B waar 8| -
HH A H D I T FHOIH P @A AT & v A
TG & AR FA 32 JAdl & Al GOIRTd At Bl BR QAT TSl
2 fr<] 919 39 yoR & AR @ anaie @ wu ¥ siwenRar A
gier Srar &), @ SR W PIS R R 81 g1 2 |
6.  WYdx ATHIY (Composite Dividends)—

Iq SIS BT {B AT T WU H 71 AT I wHi B
wY & g S 8, O SN Hgad A FEd © | 6gad anne @
seeRal vd wwelt JFE @ oo Reftdl @& e oroe
IMITIHAI3N Bl T FRA BT WXl AT A [dhed I8 © |
7.  d®feq®d @THIY (Optional Dividend) —

Ipfoud TrTe § BT 3UA JiTRnRAl 3 fddey <l & P
I U TWIER THE AT TR b ®U H A of 6bal & | Yfd
PRIl & AR AT Fhe A1 GHfed @ HU H U HA B
fawey Brar 8, o 30 dPfous MY BET WAl 8 | dbfoud
TS, 3PRnRAT B fadheu Tu BT ATHR WS Hal B |

8. faf¥a@ a9 (Regular Dividend) —
frafg ae e 3 Ay 9 @ 99d 3R R it



Wwﬁmmaﬁawmaﬂ?mw%l
frafia e siwenRal @ Pk af @ aar—dfrﬂaraaﬁﬁm

R grae B S 8|
9.  I=ARM WTAIY (Interim Dividend) —

R a1 anie B | S A I8 el Bl @ 5 e
¥ o gt AT ¥ Siffa B Rl T ¥ o af A el @ od
ﬁwﬁuﬁma@wsﬁwwaﬁﬁqmuﬁﬁm
W B | WAl g IR araie Bif¥d e # vata wasdr
Sl ST TRy, qEifd R s Wi g1 weiia oM
BRI T I<RT A § FH T IO & A 39 o] Farad
AT U & SR A GG | 39 <907 3 goll # & i o
[T B ST S R SRR B ¥ A€ & W & amie a
YA B TR e STier 7 e Wl T B TR T R
W&l BRIl JHE SOl 8 981 et Reifay 8 W el & 3
T IOIR Yo @HIaS dR W 9§ ST 81 ' :
10. 3faRea &Y (Extra Dividend) —

T Yqe arne ARy & forg amawas 2 f5 i amie
P R ¥ e aRads 7 T W | R A B BT
fady af 3§ sl T sme o Afia & g o 98 Fafia
are @ IfiRaT anier & | & 79U w9 9 R o 2
IR IS < BT ST IR B I T <1 B R
FfaRaa amia IR o @& st 2

11. W9 ST (Liquidation Dividend) —

FHIYA SIS B P GEOH Jifa Rl wY Q9 8N

éﬁmﬁrﬂmﬁmﬁ$mﬁﬁaﬁamwaﬂm%|w
M SR @ igdTel § go 3R U6 IR °fed 89 drell
HeAT B & e ®is o)1 fadweu =181 8iar 8 | &1 &1 GHII

A & THR
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B R B B AIGIPIA BT JAH A SAD GOl B AR
CUGIERCDIRTG IS
12. %1 93 (Bond Dividend) —

S Al TAH AMIE A B 9 UF D H©Y H AT
faaRa ol 21 3@ AN T8 gl 6 Hwgl ga|r | o
7 faaRa @~ wids 7 &0 AR=a faf &« afgd e
gHM BT a1 Bl 71 39D g ReniRar o @ A 9
ST fhar oirar @ O dfvs a1 9% 93 dEd €1 SRS dMiE
ok ¥ SUTE T SUFRY & w9 H YANT fhar o g o
g

44 IR

S 39 IfRRAT (FTHAN) BT @™ BT Teb WRT oAT™Ie
@ ©U # fqaRa sl 8 | e & fRAaRT v & = wui
ORI — e, I, MU, IEYS U4 Hfadl © wul H Y
fohan SITaT 8 | IS & YR BRI Y il AIfT b 37gH 2w
g | R drl (o aeAH U9 Wids &1 raeaadisi & 3R
TR A BT A Bl & AT & RS PR AU AR
anfefe ud facha Rerfey worga o @ forg amal &1 99 AT FHwgit
# gAfdfafoTa o 2 |

45 SIQTdAT

hq ATHII (Cash Dividend) : 7% w0 & omiier fAaRa &= |

THY ATHTY (Stock Dividend) : 3Mafed ¥ &I 994 31T & wU
H it wxe )

gHfedr ATHTE (Property Dividend) @ aRgaiT 3iraT Scamfad Il
& &Y H Ay &I S|



IF=aR¥ ATHIY (Interim Dividend) : 3I<IRH MY H
wedl B &1 s~ @r g91g ge R war avie gk 2

46 E—NRd Y1

1. Y A T AW 27 HFA §RT AMIaar 9t fad
WM A A YR & i BT Scorg oy |

2. RO SR gRT 97 911 a1l R{Iff=1 geR & il ot

quie g |

3. O @ YBRI Bl ARAT IO |

4. WY @ RN @wa o1 g0 BT |

o ST gwP
3. va. @. Rig : o yew (Wifece wam ufkeaer, 2001)
o . &, T« : A v (aifte wae ufaaer, 2005)
. ¥l FAR YR : R ge= ([T 7Us 64, 2005)
AT fFpaR : facia g (Coaw, RIS ArgH)

A F FER
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