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1.1 S2¥g

¥ THIR & /YT B 9L AUDT AT vawT g §
ﬁ%m%|wm$am$mm—

- i ye ok 3Es Wt ¥ vefe AR w Rl
- focig yew @ aRmer &R |,

e T T rpmm——

- focig yey @ Sy |

1.2 9R=Y
frciia gevga &) usfa, &= qor 95w

(Nature, Scope énd Objective of Financial Management)

IS gINT 3T Sfiad HTel H Wd: &1 ThR & fharg wrrfeg
9 S B 1. S fnard 2. aFfRie g |




e el @ ST B W Rl B et
W%WW&%@WHW@W&%Wﬁ%W
srfes fharslt & ararid Yoli—uTo, @ 3 @MIfSTd o
IS @l @y Aftafere fhar S Addr § |
arerar fOhR TT dh-Nd <eldl U P fHi U Pl U 2 |
1 &9 |duW [ (Finance), €91 (Money), @1 3Magadmarl Usdi &
o7 89 4o (Capital) P& B | ‘

o g Rl i Y T g St @ g ¥ 3w, A9
faTell @ anavgdar B ¥ Sl UaR feed o anfdfe e @
Fare Y fae @1 snaegedr g1l & | 31 fIe 99 3F[eg o BT
g €1 I Uew Bedldl 2 | adr & ford farae Amn A e
7 @ ST B, 98 T PEf W ure 29T N ST Wre
¥ fret T # foan SR, R e B 3 vl B SR
o TS 8| i”ﬁﬁ T BT Sgevd IMEFHTH AW (Profit
maximization) 3 FXAT BIT & | 3cT: SMIBEH AT BT AT <

TR ] R O e & | 1. (AT AR T Ty 9gTRN 3MraT a%]
FI et oy ¥ Suay 2. (T I @1 ST o 'Tay
aperer WIS TS T W P A bR e A= F s v |
i W @1 T Sgaed o Ud ey @) aRRiiead
Ay T BT & | SfReE & BIRT E g el W e
T8 R R | T BN ATl T TN aRY 3 RN e
T 9 B IS AN TETER, TAT TG TE A% D AR
HAT TP & A P B (BT ST SIIHT BT

1.3 fachy ge=g QORI

| iy yeue @ avawT 4 faf= fogmi g1 o 4R &
5 T3 & | Biogy fAgT WRFRETA (Traditional) faamRERT & A7




aqref %awmﬁgﬁﬁaqﬁmwﬁﬁﬁ‘ﬁuwmaﬁ
oo fomam 2

URERITG fddR GRT (Traditional thought)-UeenTd e
N & =T i geem o1 W ad e @) e
(Procurement of funds) & HIfHd RIRIRNIG] 2 | 3?‘@ 3r=ria Ll
ET@T—[ @ AR, AT ), e TIEIRT (Curremt Practices)
D T DT PR & R § | S RN @ guefe Rgey
A, TordfTH, Soqo A, QoTHO ST, oo R, 7UE
tus faferamy anfe uqza & e gwas a9 1897 1 1950 & G
@ 91 H YBIRIT g3 |

Gﬂﬂﬁl’cﬁ [GEIRCING (Modern thought) SHW [ECIECIEE
aefe fagm fasg D_GFEFT & IS PN} B TaRe (Procurement
offunds) & A1RI 1T BN B STAN (Ulse of funds) GAR R IEERER
AT 3 | Wﬁwm%mﬁ&ﬁamwﬁzﬁww
T 3T S T 8 | aH @ wdTerd va i vd fqweyor
Rt et @ weeh sifivent e & T 2

YR U e feReRien & aar
(Difference between Traditional and Modern Approaches)

| e ARG feERERT SICREEEIRCIN
1. &7 quiTenes e Hafad ot | Rvemuners td @us
2. 9T AT @ P TN | SR gen Frafg erd
LICEE ol .
3. fofg | oot & afda e 76| fokem § wfeg e
4. T | WIS B g et @ DTNl ) SARAT S A 7

T HRAT AR IYINT YR w1
5. R | foofm & o oo | s fwelyor @Y amyfe
‘ a4 g9d faftrai @1 gz
6. BT EHBTAA, IS B e ‘aﬂ?ﬁ?ﬁaﬁpﬁw&ﬁa
W Hfdd e JACABTCI, BN D Yawl g

e |




1.4 facdig ge=er &1 afRwmeT

e forer FaeIT g1 @) T$ W PrAfRad ¥ —
1. 819 U4 JUcH (Haward and Upton) I wamr | e
friror qa feaor et @1 faw S W ] FYE B

2 . ue AW (J.LMassie) AT Ve U TR A 98

TATaTHE Wishal & W {Id uumm’%%msmﬁﬁﬁﬁ
- wmﬁmwwmm@mvﬁ%gwnﬂ
B &1 —

3. . fads g ey (BiermanandSmith)ﬁc_\‘ﬁ'HWW C3
mmﬁwmmmmmwwnﬁmﬁ
areh fafy 2
a. mﬁﬁm%WﬁwWﬁmw
ﬁaﬁmﬁﬁwﬁﬂﬂﬁﬂmﬁwwa%amzﬁnwﬁa
i &R T

SR TRATSRT & W & Rp adwe W feh e
ma%aqﬁfﬁfmﬁaﬁqaﬂﬁaﬂﬁzkwaxwaﬁ?ﬂm,ﬁﬂhﬂ
Harer, Hol Wiat @ fFreiRer ud et yanT ¥ afdr g6e
w2

1.5 Udld (Nature)

WA T e fAaRuRel @ SR W fowia gawr
& Tl Td fRryansdl @ e yeR W wRgd faar o wedr § -
1. D419 Ihfd (Centralised Nature) - SJadIE TawT @
arertd faedia ueeeq & U 8191 B, fora Wl d=iged Bl 2 |

ST Shenfe v # Rgus 9 Searee el 3 & R

2T ¥ | arerfa 53 79 oMo @faeal & W fIRTd el R A |
A g & § wag g e B Rufa ST g €




U B ST Fael! B | W@Wﬁ-@

- wEwm |
-2 f4faT § Wer® (Helpful in Decision Making) — T . i
< ¥ fach e, welten gewe 1 Rk o # W e '
& & T A ¥ - -
3. ogawilie G999 (Business Coordination) — =
s TRARET B T g A @ e R B g @
foar sy 81 RS fhael & @y g wife &<@ w
@Wﬁ‘cﬁ?'ITTI—tﬁ(Businesscosts)ﬂ'ffqﬁ'ﬁmaﬁﬁETHW%YI‘
WY P ERI SUGel JAARA] B S delad Aded (Optimum
allocation) T SIfIheH SUANT W=Tg B Herar 2 |

s o Prefx e que (Measure of Performance) —
el ot e @ @ e &1 AToE &9 faw & Arad 9 &
Wed © [ fawia fAofas &1 yare ifa Frion, SiRem @ 451 wd
AMEIIHAT WR Tedl 7 | It g fofoa sma @ w3 qen
T SREH, AT e B SR e ¥ | o g < et
TR R W9 A W B e B PuiRa e o 21

5 faveyoen® ©§ @9d w@wU (Analytical and Wider
form.)—wmﬁ.ﬁﬁmwﬁrﬂﬂmﬁwmﬁﬁﬁﬁ
o frg eMYFe R wees & arorla wiegaa sifas! dqor
®AT & AR 9= GRRYIRT Ry F g1 a1 o &1 qeaias dra
WWWWH&W@WWWW%I
i e BT IdHE aeU RTAOTeTd (Analytical) ¥ 7 b
POHP (Descriptive)l :‘ |
"6 Had gymafie o (Continuous Administrative
Function)¥ﬁﬁﬁﬂﬂﬁaﬁ$wﬁ?ﬁwﬁﬁﬁ‘ﬁﬁmﬁ
I DTN} P FGRRAT (Procurement of funds) T WA &1, TS Bl
MO B RS wROT 7 fera] Gwre, & Iwe H & i v




- 10

T @ FE el e o | fbeg a9 g A Ay yeed B

U Add YOIAe UihaT &1 O g @ U1 9 oy
AT, TAT FHIIH b 3TTaRd e ¥eel 8 |

S —

1.6 fa<d™@ 9s==1 &1 &4 (Scope of Financial.
Management)

oI fh &9 9@ A s #R ge § [ iy weme @
uRARe farRaRT & aravia fIci gewre o1 & dad faw
giftd &l OIWRIT (Procurement of funds) d& gl difaa e fEng'
facid verer & foameRT # gRacs vd g\ & | & fawi
UgE B &F H Wl U uRadd g 8| 319 I vEwE Bl
ARl D AI—A1Y IUSTE DI P UG UT IUGNT (Effective
Utilisation) 3¢ ¥ ITeardl &l 2 | aaﬁaaﬁqmgwﬁﬁﬁﬂu;ra—re
Wﬁ@ﬁﬁiﬁm(ProceSS of Decision making)@f‘aﬁwq\?j’cﬁ
s Tt ¥ | sy wet # Rl gerr @ & PreafiRe wrt

. @ Tl g B

1. fa=hg ﬁ‘l?ﬁTrFl H 98 ® (Assistaﬁce in Financial
Planning) — oA g7 ¥ i gawee 1 yffesr Al fare
& & onrolt ¥ | g oA Sgevd], R, vd erifafnal @

ERIRSIGIN -
2. fawa wifSq &) @I (Procurement of Funds) — fa&i

Y= BT T B GI6T P UK Yoll 3id @ 3wy A=

Al & I FaTA 2 SIUfAT Yot &1 awen SR Bl § |
3. fac & &1 yemes (Administfation of Finance Function)
— 9P i fdavEEE gR fie RET @ Saremr e

W PN (Treasurer) Tl m'(ContrOIIér) % H1aT, TRl
. @WW%&W@WW%WAM P TR B
ST B




faciar e el & e ol o od e &g

SN BT 71 Rer gwfeqar (Fixed Assets) & T Tl
WW@WWWEEWQ—WWW (Current
assets) ﬁmawaqﬁﬁﬁﬁﬂﬂmﬂﬁﬁﬁﬂwrﬁzh
PR & ¥ AfEferd BT 21

ﬁm.m%ﬁwwwmé|ﬁﬁﬁawﬂ
gRT facia P & #aem 3 & araaris el @ g @k
T ATIG) @) ST W &) R R @) e i
WWWHMWWWWWW
o o e &

4. ¥ A@TH &1 amged (Allocation of Net Profit) — e
MR @1 Feieor sl v @1 o9 a1 857 2| g o
fERerT AT Sferret & wer faaRa farar g gerr frer W <ifra
PINT B wY H Ad (Retain) oraT SId, et TwT Wieq & Rem,
A Ud Srededt # g &q fhar o we | g Fiofa @ Wen
gHIT PRI B Al SR AR R TS ¥ 1 R 7w I o
TeumTel H 3Pl D AR A 4 g w@fae & g dreT @
e ot s Dol 1 fharfaa T e o e, qen O
hleT H WIS Bl Aregddl Y9Tfad 81 Tl & | S8 RAged afe
farir yaers WA el a1 o @ SRIeTe T @ wiRnRa
(Retained) AT & | T 3T T TR o AT BA & AHT 2 |

TRoT e 9w ¥ gull AuEe @ BRI o wad 2 ar: ot | |

& e # iy gawe a1 ufier w wired @ aid Re v
3T T AR Hodl AT EYelT & |

5. fa®r™ tg fawa™ (Expansion and Extension) — g
TR WITST & At A, vd favaR gg 1 Seardr g ¥

11
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SR U} B FHEM B ) e T ARET R @

PRIz, SIREA, Td ST TR TS a1 et 1 R ) Ry

‘ yeRE B A ¥ uftafiE e 2

1.7 faciia 9991 &1 SE¥T (Objects of Financial
Management)

WIS & qAR UIRUT (Thdl, ARG, HF-1) &1 3ife sleg

facia gawy &7 grafie Sgeed Sueer 9w, HIAE d Aifds
RIBTH BT BT 8| IAEH B a@ (5 m's-men, machine,
material, mohéy, market) 21, weIE, WA, IOl U4 9OR @
SUSE, U B werw W & qeE g aed 31 o R
U & §RT 81 ST WA WAl 3 Fd9S fJdpedl & R
W FAGafdd qde SuaT axe Aftdad o @1 JFaURen B g
& ARyl

W AR R | ewE @ e B §9 afite

e fofad o g=a 2
1. BN BT START Fet AT Wi iR Reae W § Rear o |

2 SRR B A & Y F Rl SRR 1 T faar

T, SR FpeHT SeRIR o) e @ iR ¥ TRYRE (Retained)
& forar iy |

3. IV B IR U ghg FET W FT S AR b A A

R @ed ¥ | wr AR 0Y T Wie qea & e Rl o
1 fcdra G@?’U AMepT 21 arfRITHTH Mo Hearo] “Maximization
of owner's economic weifare’ ?I'FlT =RV | e fa=ia YEE <l
U IGa e GG @ oIl Bl ARBTAIBROT (Profit maximization)
AT GO A Rl P SRR (Wealth maximization)

S EPEIPEFR | PR PRCRE N ST TN




1. AT ARGTHBIUT (Profit maximization) — e fHa
A facirg fohareheniy &1 41 Iqava oISt BIaT B | AR @
HHTTAT & BROT & IEH H SRIA T89 PR o Ared e
BN & | AR H W gR R 1S aren R o el
B @ ST ST BT ABaABROT (Utility maximization)
B &1 ST B WO o™ B W ¥ IS g ot
HT‘TI'FG“I'CE, nfefes woaror (maximum socio, economic welfare) UT<
PN AR | o7 R T P o e Rparmendt § weR)
B =Ry, RFRY e & T 1 aftieem e o W |

faiig gyerg & & # JI¥ETH A &1 TR B A
arel e el @ STUR WX 3N T8 W AN |

14 fdad oM A g9 ofiead amfTe o @ Wid @R
e € | fbelt ff A g1 Seareadn ¥ sifigla e U B arel

Afpaa o  Ffwem AT weamr J9 REr JeR,

- 3mar, Fafdoar anfe et f5d S wend €1

12 e o S e B aReT Rt i B T
oYl & | Fvias &1 oiiferc e & amoi &mar W iR axar
2| facha fotes &1 wrefael v foefemar am @ sfaadia<or
o PR B 2 |
13 IRDHTA aHNE B Igawd A B ARET T AWHaH g
HIATH YA B T 3§ |
14 ™ D GUREN Ty o 999 7 W il B o

ﬁ%fmuﬁwﬁmwmdﬂ%qmm@?ﬁél

A== — JIHTA T & JAURN 3T ARG
"B W W ST BT P W8 B qeiarel WUsgl § A B
wateadn & | foheg AATTaTS Sggeell ¥ |HIfoTd o (Social Profit)
B ATAYY] WIFE g | uRig frames o aTe o1 A HE 2 B

o W At

FHA, &
T§ Ry




e o arfieme o @ R W SR @ AT SEEdd o
(Reasonable profit) @ RIgr = &l AT YSTH DRl & | |

TG A HaHidvoT (Wealth maximization) — fa<i
STRE 2T ST ST T SRR (Profit maximization)
& fRE o SIIBATHIBROT (Wealth Maximization) ) &1 B ¥
g 7E fAolg el 81 ureln 6 g% srcuera # @M arel @R o
1 3R ST & AT € et H EF AT I wpfy @ et B T
T g P T B o v & i 31 o e 2
HH B Tl B ARIBTH BT AT B |

W@ﬁlﬂﬁ%ﬁ@%ﬂmﬁ%%ﬁﬁtﬁﬁiﬁ%ﬂ@
H gfE exil 81 faxiy yeem @ whe B9 @ e weunr 2y
v ¥ SE Red B W SH Ridey B we B SRR BN
S walfere g e &1 o 81 9% | R 6591 31l o1 g
A 5 SO BT W I T et S A W T s
# fafraIfSi ey Goit o T | Ui &) Wahdl | 9 B9 3
B ¥ FTaa URga @ e e

‘NPV=GPV-C

NPV = Net Present Value (& 9099 o4
GPV = Gross Present Value (A& aoAT L)
C= Opening Cost of Investment (RIFTNT % aRfF )

T e E%UWWU%@WWEWQ#W
B A gE WS 9 & [ wnhal @ wrfd @ deEE

g # afigfy g3 ¥ 1 UG TN o @ gHE BN @7 e
T @& g § gig T IE A Ied @ FEOHG B Bl
aerg wf & ed ¥ o W e 8




mamzﬁmﬁ’rwﬁqpﬁqﬂmaﬂc@@w

Sfett 21 AT B B, qRIT e B e AW a7 @ aroiR el

A D | |
M%Wqﬁaﬁqﬁgﬁﬁm'ﬂmﬁaﬁ%ﬁwﬁqﬁg
éwaisﬁiﬁwwﬁzﬁﬁrmmw%ﬁzﬁa@ﬁaﬁﬁ
& | aeget: foi wemm 31w 9edvd SR @ A simenRa)
%mfﬁwq@aﬁmmmmﬁmﬁﬂww
el & Rl B el B B W e 9 o9 e
wRR el & fRal B off wm ¥ wmew 9wy g=ed @
aﬂﬂg\?lﬁﬂ XN (Optimum level of business operation) CRIEARCCR]
TRy
1.8 AR

faT aqem o1 3R W 2, st & ame ¥ W BIE M
AR o wrafaer =2 7 Havdt | et e Xy arie)
At & wA # | e @ &0 amaiie Wt § Il @ i
A B | YO wee Ieewd 9y @ S @ear ¥ et w9 8w
Tos @1 GO & wu & quiy € o 2 ) e st Se 4
fafsr o wqren gfieor 2 &) ol @ vawm, el of
ST B Goa Ud AR 2y ueE Aaeds Bl & | adg o
ST B Ui 8q R &7 Ruead e SRrasad BT ¥

I e & v % <) yorR ) faanawR vaferg € | uvese,

[ERURT St B SNl & WIS T DT ¥ W9 5 smyfie
freren # @It & WaEer & W PNt B A ff R gawE
gR1 B3 ST 8g R saw fad ) 8

1.9 Hgayul gg
1. Ry yey & s g wmee #°
2. T g @ oRwRS R 9 sy RereRr 4

forfta s &t wepfer, &

e

15




R W ARG
3 T o e W sfipade w8
4, ﬁﬁuw«awmwwm%waﬁ%wmm
AR e AR |

5 Pichg yaw 3g fed RO sRE @ STaRed ad
AR BT & A1 L AR & e At @ o €

1.10 3T U3

1. . facT @ feas 9t | @fiea fear o wdhan 87
2. Introdugtion to business finance @ *Rge B &7
s fcdra v ST s e 87

4. facia e o7 SifM wed @ gar 27

5. I weee @ Pofee o e ¥

111 TH @ U3 @ I}

3. g g B 3F
l4. WWWWWWW@@
s fafwEm ot ge Pk, awie k)

[ 3 Py e e perieipi

14 1 IR} H YT FrEmsam 0. U4 7| y il




sdls— 2 fawa & ( Finance Function)

P13 BT YA

2.1 Baéw

2.2 trﬁ%m

23 a1 ®1d @ vy vd Ry
231 TRARE fumemy
232 gFH faremr

233 WRFERFIT UF 3MYfes famerT § ofay

24 fow Frd @1 HwaA
241 faca afafy
242 DHINTHE
243 fo<d o=

25  GERT U

26 g S U

27 AR¥

21 3I3qWY

T $PIE B AT FI 9SO AUH ey w3 uRRE

BRI & | faeT o1 31y g e @ v ¥ wafid e
TRISHT U4 7 el 3fR Bl ¥ee T & | iy oo & ¥ivTee e
T AETeT SIS TTa &3 o 39 §Te & sigaT o7 337 |

22 a1 F™ (Finance Function)

&1 3rerid ielfie vd el @eet ¥ ficin gswe e
HSH G B Ry o £ 9 e B PHET ST |
B BT T TRETAT A Tt A uRIRd e ey £




1 uwﬁﬁﬁﬁaﬁﬁm%ﬁwﬁﬁqﬁ%@
ITIF BT (fund) BT ST T FA | T |

o fedm W A fie B W I WS B ST

. qe Tt o |ttt B | 2

3. gd g ¥ i e @ GTFEW Y] B WIS (Procurement
of funds) TUT SaIRT ¥ F+PT THTAITA! WW@Y%!

R e B 1 AT TR € (Money), ST (Market)

qI SNl (People) | B 3T THD A PNl & IueTerdl
WW%W@WWW@W FEAARI

23 fa o @ yHfA d fa@TE (Nature and

Development of Finance Function)

Mwﬁmﬁﬁamaﬁuﬁmﬁzﬂﬂﬁw

sz%wu—wumaﬁmﬂaﬁﬁwmﬁﬂﬁmﬁuﬁﬁ

Wélmmﬁﬁﬁﬁmmmmaﬁmww
Eﬁwaéﬁma%mﬂaaﬂﬁwwzﬁﬁ@ﬁ%l

auﬁaﬁﬂmwﬁﬁﬁmaﬁqﬁﬁwﬁﬁﬁ@
(Focal point of decision making) & ¥ F A U B gl © |

ﬁﬂmwwﬁ?ﬁmfﬁﬁ?ﬁm@mﬁ
foyey @1 it § aiferd e ST Wl B |

234 qRER® faamemT (Traditional Approach)

ey g @ TTRRes FIERERT B $g U faer dradl
_W%uaﬁa@‘mwgﬁ,wwaﬁmﬁawﬁﬁ

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

{RUYET [P -w) V00 8 WU o3 ) LT Pk e




- BRY ) Hed @ Ra-uRifEa @ orl warem # sy yawee we

(1945)3@1@@%‘1

AP (Sporadic) T T, 3 FEIRYNT & arcid fieda yawre
o &y B W fpar a1 ] 1 39 9RO B AR R ga 31
8:'5[ i WEEQWWUT {Procurement of funds) qd AT 8ra
IR T AR gt gemelt § Rl e @ vt sgE

\ﬂfﬁﬁﬁzﬁwéﬁﬂgﬁﬁawudaﬁwdwwwﬂiﬁﬁﬁ

R 2 | }

TEeTH T xa o DN @) gaxen o ol = den 53 aai 9
@ S | DI D WEY] IUINT AT 3ffae @ Hew H fawia gawe
@ & U {3l f UBR & SR 81 o | aieid uRARe faamre
TRT f=deTeh EEWUT (Invester's approach) W QWT'T el B | g U]
e G e B W F aiay, RfFEeeT 97 @ i
Rl | gar oarl

Wzmﬁwzﬁmzﬁmﬁﬁﬁﬁﬂﬁ

T U AT STfod Ud AT srmas 9 fawiawg & A,

S Ud YgRB B 8q ¥ Yol U9 YUR (Trial and error)

T P LN BT UANT fohar e o, a9 URFRRTA

AR o e vasr & &3 8 4ol & R & 9§ 9ad & |

TR e 3 Y (Limitations of traditional approach)

fa o A RERET ey =g [ g9 @l
ﬁrq'adqgﬁ?fﬂwm@aﬁﬁwwm%lﬁﬁﬁﬂ—ﬁﬂ
D T WG = g
1 B B wEe aF i - W RN $

gt e Pl H1 PN B Weper g aifigfy o & T o

- fadra =rd




afias

a7

233 fc &l & RERFK @ amge faameRT # s

1. foed @ o) WRREE fIaRuRT 9uiFTeRSE (Descriptive) TRIT

HHH (Narrow) 8 | STafe e faameem Eﬁ@ﬁ I RGER LI
(Analytical) e eTUehdT @ w1eqoT faer e & | |

2. Wﬁﬁwa‘)mﬁ?ﬁmwﬁ?ﬁ (Sporadic)
fAafia (Regular) AT ¥ (Continuous) HfehaT B |

3. TREORETE RERURT S SER A P & W8, W ge A
ST £ W19 £ 799 ey eIel & G- & ARl BNl B
e ST W A ol & 2

4 TRERFG ARG & =it fd vewe # ot §
g e T8 B0 & 79 5 oy faumurT & AgER faw
Ugeerd @) o # AEdl et 8RB

5. TRERETE RawaR B e @ snta faw @ < wreie

IY TERIT (Long term Fund Management) TR 3181 a1 ot & | STdl

fop amyfe RERERT Jeudiel= HIY Fa=F (Short term Fund
Management) TR 31f&Id g <l 2 | :

6.  UNFRITA RITRYRT TG doI S NG Jawer @ IRy
qrgd Y&t B DIy Ef?f UeRRIR © (Outsider.!ooking in approach) i€
fp oo RITRERT WG T Swe e @ Uiy am=iRe uel @
qﬁi{ﬁw P UEER B (Insider looking in approach}

24 facr &1 &1 IS (Organisation of Finance
Function)

Pt 7 IRER Bt A= st @ 7 B e ¥ F
oY SugHHT # ot w1 B Fener Wl e & W gl |
fraT ST ¥ 1 914 3 g8 AR & WA A faw Bl & Harer
@Wﬁwﬁ%]%%mﬁwmwﬁawfd
T U UERIe @ Fed YRl BT & 31 Wew B 3erT
Jf1re o SR B B | 39 &9 T U | IRgd Y wad & |




(1945)?@11%:@@%
Wwﬁmmﬁ&ﬂifd lracd:chlej’qfﬁ
TR (Sporadic) BTE oI, 39 RIEReRT @ aqaid Ricda wawm
& & B WG fhar 727 8 | 39 gRVT @ IR sy wew @
&?3_[ ATH BINT B THABRIT (Procurement of funds) TH AT 8
2 T By e geqmel W, gadd, Ao, TR,
PR O wiferee geaty qomall 3 R gemem o) T

B 8| e & RA-ufifes & @73 Warer # faciy yewes 43

<Rl & a8 iU WERE @ SUTEdl IR e diad
FHal 2 |

Yo T DRar o7 BN B gaven fhe wdl uR qen fad Eiel |
B ST | P B YT SUGRT TAT e @ e A Ay g
% @ g & f YR & AfEaR T80 o | id yRARS faare
TRT {21 §fREPIOT (Invester's approach) T GINv &l g | 3P
WHWWW@?\W,WW@W
el W B el

TRIE: ARG RARERT & 38y & IR 8 faia
e Tep R Grfod vd Asnfie sl @) Rvgary a9 9l

3D Y4 YeRdT B v 3MYd o Ud guR (Trial and error)

ST B AWMU BT YA AT ST &, it B ORERITd
e o focg ue & &5 ¥ A & YRR &) |9 < Whd © |
TRERE faaRaRT $ DA (Limitations of traditional approach)

foc o & AR Ry avga: o g9 @
foga g% @ WHUAT Ud ASTET YSH Bt 8| T -
SO T AAN e 8-
1. P B T aF WG - TR AR B

- arwrier fet B A Bt B e Ud aiftigfy @ & e o
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ORI X B oFT SISl o |

2 A® I A SET — AR RERN § g

ﬁﬂﬁaﬁﬂfﬁm@ﬁwmoutme)mﬁwwmaﬁ
STl B |

3.  dyelereh gfesion — wﬁawwzﬁaﬁﬁ?rwa%‘r
AefepTell= FAl IR 31t e R AT & | STedalels eavrait

SR el o g St SUe @ Sl B

4. rafTE wiEar — 39 AR @ Ier id o @
MBS TfhaT 8 | W9 6 e+ @ raid [ Rl Ud 3FfaRd
ufehar | |

v Rt @) TR o ¥ R gawE B & 9
e foremeRT @ e o | 3 RAEReRT B 9awy < 6
%Y 189-7 ﬁ%‘@ﬂﬁl’-ﬂﬁﬁw (Corporation finance) CIRSIGI
2| 3 faIoRyRT @F g &R gg 1910 | Hre g fofad qwasw
(Corporation finance) HIe &7 TR ATiad g3 |

2.32 agfa fgrert (Modern Concept)

RARTTT fIaRYRT 1950 & o b wAferd <&l g
i fea I (1989—45) & v ARaw efeaawer ¥ 3 T4
ﬁwwg@ﬁ?wﬁﬁﬁmﬁgﬁammeﬁzﬁﬁm"
d faem B wRIEEei @ deme B IHe fauRuRT @
wgﬁaganiaﬂgﬁfﬁﬁawwzﬁmmaﬁuﬁa%w—w
ot ST et v weRl S o Wﬂ?ﬁﬂﬁv_ﬂ
sreireT e BF T

sw@aﬁmfﬁmﬁﬁ"mmmw_%m

w IR go < o | R we fafre ufbarets @R @

ﬁ?ﬁﬁﬁawﬁamwmﬂénﬂmmmzﬁmm$
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GG CRIRG G SR

(Organisational structure of finance function)

Share holder
SHEIREE

Board of Directors

Managing Director

Tl e
Production Personnel Financial Marketing
Manager Manager Manager Manager
SRIGE] At i faqor
PEEEH UgeTh TEETE Yaerh

!

!

Treasurer ISR

Finance Controller faw =&

epe geuH | d gaeE | 1. T 0@ guricT

faferamT g vdeE | 2. fai o

I o yaee | 3. fasia faaryr

3feBeToT urg fawere | 4, o fageror

T eRoT | T g | 5. 3TiRap Jfeperom
6. X WU
7. T YA

8. Wikemerg

faeha =t

=" ey Sy T

I~
(8]




faee T ¥q GIOTS WA | fertia =

(Organisational structure of finance function)

Share holder
SEPIRG

Board of Directors

Managing Director |
v faas ‘ E

Production Personnel Financial . Marketing
Manager Manager Manager ‘ Manager
Jeqre et IERSIE fagor
g eerE . yaum e

Treasurer @IEzer Finance Controller o=t o=@

Jpe vEE | e | 1. Faem w@ awifen
fafemT g vsuE | 2. i o

ESE! o yaeee | 3. ol fAaRo
feBeEoT g fIeems |4, o fagermo
ST fAeT=oT | ST U | 5, 3TNy SeperT

6. Y T
7. °ITH U

8. WRTDHE 2

L8]
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241 fac afify (Finance Committee)

forsit A1 anfies e A o v frgam @1 wrd AT
yiET WeTes ERT T8I ol Rpar Sff Wepd 3 WAl AvES U
yeY FEEE B WG U S B owy F g GRRT (Finance
Committee) T TS+ fbar Tl 2 | SH® 3fid WaTeaid HUSH @
wRITE o spr 9 R qor Rt vt B s i
Wﬁﬁ%m%m:%%ﬁ%ﬁmuﬁq%ﬂﬁm%

e e ST 8 | awge: 98 v et o wify @ ) Aifedl @
T ¥ i Wl & e @rvg B £

242 HINE"E (Treasurer)

PIVRTET e BIY + ATeT T &Y D A I &7 & | 3HBT
onfeses 31 PI B ofeeT | B | aeiAT URaw F Brareder B e
st ARy & | el Ud e 2 s @ Tt 4 gae
Frgfea sfard wo 9 @1 SRl 21 aege: i veus @ arfiewe
eI 4 Prme B APl e Bl 21 9 e
Al # fic B & wed durad &g fOw fREw od sy
S B YR & Tl 2 | R W F PIgel b g d
e, RIFERT do ORT e, 90 g e S, QIEe qerT
AT faveryor vq SmTer RAaRer yees dem o geue anfe et
BT qHTeA G0 Ud widetor owdr § |

T AR R Biereme] @ BrigE A e Rgalt @ afafer

o S wwar € —

1.0 faca @1 AT (Arrangement of Finance) — J&H &I

B

* - AeTA 0L E AT RA M R ) L~/ PTICJPU I TP PO N

T TINEL




1.1 fawia PrITS (Financial Planning)— fawiia e @
ITeR el A @ ¥ | §S Iad B @ Ty Iawnd Ade
W@WWWWW%IW&TWHMW
3TATIHAT 2 |

12 fafars=r ¥ 9¥-=  (Relation with Investors) — CEES
el # Goll @1 wge s yfongfert g 2 | afentfaat @ fasa
B AMTTIP AR DI SUFr G PR 8q Praredel fafarerny
U e R BN B G R B IYS HEeldgdD
e B S D | TGS W & PN F A AT

STaTEnATE A U ¥ SeTe ol Y e A BT 81
13 RPRERT (nvestments) — T @ IS @1 wdtwE TE

avert RS dAr qenr Yed enfe & ywar gq fafan
SRR T PR ST o BT P N TR o ST
g |

14 ADHS G (Caéh Management)— TS @I 30§l
¥ W WieThs U Jeps THIIT @Il § oFl A, a2 feT—ufafes
B ATl e GERI BT oGl GIRAT HRd NI dbi H AT
| AT @ @Exen e w@ iR o @ 9oy SER
SR B R YRR Bet P B Hecayt R e 2

15 SHIR U4 WYL (Creditand Collection) — Y& HHI
BY 7 HB A H SUR oo AL B © | T oTQ TTEDT Bl
WA 7T BT 3NHe dRep SUR WAl B gave] A U
&1 1 FEeayol B B 2

16 €19 (Insurance) — ITeE! BRI P FRITAT &1 TEAT
(Custodian) BT & 37T A B Foi—ardel ARl &1 YReT 84

et =
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AT AT W T B gl BT iuTege] bl Afde wdd B
I

243 faca =@ (Finance Controller)

e e e ¥ 8 I Foee @ o w@fbd 8 2
T [ FRiFe e @ BNl BT v Bl gd delT UEe
(Watch dog) BT & | SH&T W@ &I 39 91d $I YMHaad gar 2
Rp HRAT gRT 2RT B ST a1l SRR SR R W v P

Bl T 8| |
I T A T ¥ i R aifee B SR O
sy % HI‘EIJH 3 ﬁ“fﬁiﬂw B Da T%Fg' {Central place of
decision making) EF[ TR
AW WR R e Faae @ ol @ B R 3 gEeg
e 1 Hepar B |
1. yaEfo odied ggfodl § ¥ gl oidie gl o e
TROT T T e | '

2. TTd Y g WIeH @ e Wik GR YA BT |

3. aole WEgEA Td P qor gl & oER W oA

4. TR R S BT FEET BT

5. W%ﬁuﬁaﬁwaﬁwmmll

6. oN<IN®G FPeV & ARIH W IaRE FIFAT P wRITuEr
BT |

7. faciy Rare (@ w1 @, faeen) @ Faf e fowia
ferdeAl Bl TR BT T Sd TEEA B FHE TG |

8. wEay WiRerra wedl Ud el @ Hhe Ud fageror |




o, o fyured & geaie Ud faeco|
10. ﬁﬁﬁﬁa@#ﬂﬁmmﬁqﬁwﬁﬁwaﬁmlﬁﬁ
Pre & e S AR § P vd IR | o faER e
T fodl B

Pzt B A At & AR ¥ g8 e ifeEad T
Eﬁﬂﬁ%mﬁwmﬁﬁizﬁmaﬂ-ﬁwéﬁwm‘%ﬁh
S S TS § Qg Tl yawl Warerd I W AfUE S
g g !

25 T U

1. ﬁﬂmﬁmwwﬁ%mwﬁﬁ@ﬂmﬁ
1 Seorg Ffgl

2, wwﬁﬁaaﬂﬁmqm@%ﬁmrﬂim%ﬂ

fireet R T B & T R e S AR

3. ﬁamﬁwwﬁﬂﬁwﬁﬁww@h

26 off Sad T¥I (Short Answer type questions)

L P o @ o R
What do you mean by finance function?
0. faw wfafa @r &7
What is finance committee?
s i R & @ @ e @1 9o PR
Describe the role of t-reasurer in finance function.
4. T fre W fewen fofag |
Write a nc;te on “Finance Controller”

5 i ol @ smfe farewy W fewdl fafa |

Write a note on modern concept of Finance Function?

i
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T fefr A e WTeT ¥ i o waiie
WWWW%IW?H&T(&F,W,W,%,

wqﬁﬁaﬁ)ﬁﬁgﬁfﬁrw.wﬁ?ﬁm@i@m%lw'

ol e 0 & TTE B SR b AT R @ O el ¥ fbeq v
ot o & s yafer & Rl (T TRERe R
RT TR (e - faaren) # g W § e Reraw
TR & T PN B TR @ W & PN S e
SR Wl AR o B wew @ amfe R @
I TR A MY ¥ | aRe: €9 AW dTen @l € e @
<R v ey SuEiT @) we ¥

T




SPIg— 3 faia WFT (Financial Forecasting)

ShIE I AT

3.1 :ﬁﬁw

32 facia gaigae - uRea
33 faSant

34 fa=ia qalgAET &1 Suregar
35 Towiy yaigae & Hefcd
36 ﬁlﬁﬂt@jﬂmaﬁaﬁ—cﬁ

36.1 WA facna faero

362 APHS Juic

363 SATHUT
364 i T Tgl ST

365 & UTETdl fageiyor

37 N

38 3N Bq US

3.1 S8ga¥d
W_smléfﬁawuda%\swmmagwqqﬁﬁﬁ_

~ Ry qEigEr @ 87 R B aRuiE B A 82

—  fachy Q@iga @ fRwarg a4 2

- oawE we R qEigee o S g 2

— i i B B e e @ &orefa R A @ o
TR R &9 facia qafgas o Jod 82

- szﬁﬁ%ﬁﬂmw%?*ﬁﬁ

uﬁﬁaﬁﬁawmmaﬁmﬁw A Ff

g At gy 9 ucheTwyu H wfd € |

1
3
H
g
3
H
B
B
i
B

B
:
H

H

o
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32 uUR=y

fdwir yaigar (Financial Forecasting)
B A e | fae A Suegan Ffdare g, 9@l iy

-Waﬁiﬁf@ﬂjﬁﬁﬁlﬁ?qﬂwm?lﬁﬁﬁw

g S’ sy & R uR A i gumel @1 P
fhar Sirar 81 s9® T AR Adhs TAial (Inflows) Tl
mar%afs’r(omf|ows)av‘r3ﬂ'w¢rﬁo‘mm%|

%Wwﬁwaﬁwm@aﬁﬁéwéﬁﬁw

e 21

g9 U. Told & STl H “JaiqaT U U FafRerd WA B,
8 g1 <ifdel W sy fAreraras afasy & B=a &) oy
gl

3.3 fagiwame

21 F FFAM ddteid geril @ Aty fveyor ) e
%ﬁﬁ%‘m&hﬁﬁﬁﬂ%ﬁaﬂﬁaﬁﬁmﬁr@ﬁﬁmﬁmﬁ%|
1. ﬁﬁﬁﬂﬂjﬁﬁﬁ#@ﬂﬂeﬁywqﬁﬁmﬁw%
gid g

2 T ST YT el B URded ¥ adH uRReft
¥ B A aREdE @ e # T o ¥

3. ﬁﬁﬁﬂg@ﬁmﬁhwﬁﬁwﬁwm@mﬁuﬁmﬁ
sfeTTa <waR el o 81

4. facha qafgam @ fmfor 5 dsfee QR semr FriRa

- wiRearaa feder & SR R e S 8




34 facchia gafamET @7 SUrRaT (Utility of Financial

Forecasting)

mWﬁﬁﬁGﬂﬁaﬁﬁécm?ﬁwm AT & facig
wafeA @ et e @ ard fawia arreRaddredt @ R
fpaT AT R | Gl W AAfdE JRrar FH ATA § ol Tl
RAcdrs qEfEm dTed @ fog °a® B Wedl 81 3R Wi
AT R @ for et e B | o faedia et
¥ red @ f=foRas & B § |
1. AT ’ﬁ?ﬁﬁwmﬂ (Optimum use of Cash
Balances) — Rl QT @ ST wRIe # Rerd e At Y
ST FAn far o wear B i qafgar @ apmE A
e B Frsea s GRRg 8 @ o Fed |
2. tﬁawaﬂmm(HighCreditCapacity)—ﬁﬁﬁﬂq;!hﬁﬁ
& gRI o & 9=a 2o & Arg eHar $1 gord s g | i
g St srerar I wiReel & FOT U R W D B

¥ T A g @ e 31 B wTe @ R

STRIFATSN @ A THE UG Ameaddl el aRerdl wEel e
I e § wErar fed |

3.  fa=fig fharei av AT (Control on Financial Activities)-
Rt qafge @ e @ oA o) i Rl ) e
<erfig T o Fehe & | 39D HEgH W AHe WK D (AsIg JA
FEiRa o ardfie FRafd W gorTde aRoTH B Jeaid
fepar ST AT B |

4. fafig ggm@ar @1 SITF  (Verification of Financial

Assistance) — Rcid TEHANT & AR A I F IS |

Waﬂn@iﬁmww%wzﬁﬁﬁuﬁ—ﬂﬁ%ﬁ%
or 9 @Y W WA B R G BRiid ugErad Hrel |
uRafid e oA B 2 | | '

ferfrer gerigr
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5 ?[Tﬁ:f JUHH Bl TITYAT (Establishment of New
Enterprises)— faiig Wﬁ BT JATehel I JUhH Bl XTYAT
& YA AT IS B B | Wﬁﬂ?@ﬁ@ﬁﬂmﬁaﬁ
AT & qaiAET & SR W I $HTY BT AWK, &5 ¢d e
B e PufRa fmr oman 1 e W & et v anat @

Qg e e @ SRl sl T Heuie R W 2

6. facim ﬁ?ﬁmﬁ'm (Helpful in Financial Planning)
— fachra Fraiom 2q R Qe 1 e aragaear 81t ¥
e facii smao @ e ufsranait &1 s fawi gaigam
& Brar B | Uol S @ fmior, olresor @t iR, ua T e
ﬁwmﬁuﬁwmﬁﬁﬁﬁﬂ@ﬁqﬁzﬁmwﬁ%ﬁw
g

3.5 A gaiga@ & Ho dcd (Basic Elements of

Financial Forecasting)
fawia gatgar & #a ae frfofd g 8

1. IR (Basis) fawiiy YalgaI @1 3R L= sterdr
ol gIeT gepTiRra fawaed e €k § fowi qarger @
fomtor 2 emmaRe U9 a5 &1 USIR B GI-IaH. df Mawasdhl gl
2| IMTIR® gITd WTed @ fbaneit & Iuerer & o & forg
THRAH W T el 2 | |

2. 37afY (Period) — Ay YalqAM, 3cUehlcie, HEdDIllA
o ST BT TH § | ATPT JaHA TP a¥ STl
o & B & | AeipTen qatr 5 o T e o ol 3y
%%lwﬁﬁmwsﬁﬁwmmWﬁm

. JDTAA YATgHN HEA ¢ |

3.  AdHaH YAAY (Latest Information)—[dxiid YaigAM daa
DTl E3l IR TR 7 B §iceh aadr Ud 7 Ia-ai

Tt




W SR B TR | AT GEere @ ang ¥ galgEe anatis Rt e
T W BT B |

4. 9FIDHIE YTl dhHIEF (Management Information
Technique) — JATARATIAEH H’chﬁ B eﬂrd*iq el B Yaheld, fagergor
AT WAV BT eb FeadRerd Ja-TT Jurel fanRid &1 W= amey |
ST #ea W RS Wa@wsﬁw:ﬂdqm b g
[RINO GARET fhar ST e | Jadg a1 guell § el
w1 R BT aee B # )

5. Soldgii-e ATIHA] BT YT (Use of Electronic media) —
WERT GRAT TS B gl T aORE W H BN, e, :
ATl H AGTTH GEATRA DY FHIRT Db 3T ST g
T FEH © |

3.6 facirg gaia™E &) @ (Techniques of Financial

Forecasting)

WA AR TR W GAgAT @ femtor &g At dapeirent
BT JANT HW B |

| 1.  yafw ﬁﬁﬁ'ﬂ faaRoT (Projected financial statement)

2. ®s goiC (Cash Budget)

3. SF®UY (Simulation)
4. @ U 9gWl GAITHA (Linear and multiple Regression)

T == LA W2 RIS

| 5. T WIEACT fATCINT (Sensitivity Analysis)

SR Al # dae vafa faxif e, Jes sore fafe
| TSR TOeTT AR  oTc: B9 3% SRATg H dad I ]l fafe
T BT S BN

J
'l
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3.6.1 9&Ma fa=fim faavv1 (Projected Financial Statement)

geft fredir RraRoT ¥ faReT & S W e @ et
BT TG W e B AU e O 81 g faaRl @ AremE 9
fawr & qaigam axgd g O 81 371 f9aroi a1 daR a7y

DTS SN IR @ 798 781 8| 39 IV 3q 3ebs Yadrei
el R aRe B ) g faaRvil & ot wafd sy favor

awq&%ﬁﬁaﬂfﬁzﬁﬁww@%ﬁﬁﬁmm%‘l

1. el g ﬁT:F{UT (Projected Income Statement) — EIE}IﬁH
mﬁawmﬁnﬁugﬁmﬁamﬁ%%nwﬁm%m

TR WX faar e & | weTen fasha A &t ST anfdie o gd

ST SITAI A B AR TR RpT S ot & | 599 sFaia
st ATer @ oFTd, fawma arTa, veNe 9, U9 el |
AR I S ST W B |

2. 98faa et (Projected Balance Sheet) — U&UT fRIcar

g fIaRvl v € O A 9§ N ay & o A B B sy
fRerfer 1 gatgam e foman S & werds fred o fAeior S
¥ eI B FreTes Td SR o SR TR R o | g0
I eI fasa e § weAIfaa dea drd @1 IR HeTaR

- faspa @ ATt B T B e Wl © | veilid fred @ fAmior
v o famRer o e SRl vd awie wiiter @
Waﬁmélwmmmﬁﬁﬁﬁfﬁﬁﬂhﬁ

frefafea Teor 2 #

@) - Te vl | smava {1@ AR 1R @ o i
ffSr W FAfTa Seres |R @ =7 g 8g @eAl 9y |
@ R e W B ) TBR BT GHSir (Agreement) BRAT

eI 1 B, 99 Qi A arert el R we e k)

@) i SE B gE A % e s @ e

T T LT G,




PND Y& o9 (Networth) B TTIHT R SFT =1MRT |

@ gafy iRy B g B (@ + 9g To0) W JorT
D MY | FHTETA] 61 AHET el DNl 31D 8N 9% 3R 3
RT3 SAfReET WAl & AMA BT T BT © | AHfeadl @ Are
et STl &) AT 9 B W g% anfie e die
PG R ¥ IR Pl Ydbe Pl & 1 @D (10 IR g Foi &Y
AT B B AR | |

W (Limitations) - UERT facar va Oy RS9 & aiei @
JHTTLIHAT BT SHIT BT & | 39 vid Ay af & g 8
arer faedrr aRae= Td orawaEdIal ) gofdar Sien @ w2

3.6.2 A H< duic (Cash Budget)

mﬁWﬁWWWW?WW%g
RIBS 9TC P ABdyll qhd & D Al [ erafdy faer
%gﬁmmﬁ@waﬁajmd CIRTIT. SITeT € | s 9Tl Ud
3MTTIHATH T ATl FRATIII TT I Ud faer afe o
IR AT AT & |

TR B9 9 A $ el H UG gore Wl Iy B for,
RIhg Wl g T &1 SHAN 21

31T FS golc TS & A Mg+ & 9a & | s
AEAH W e # iR Jepe aH vd ffw o7 R uka fran
ST B |

Aes gole IR o= @1 ggfaal (Methods of Preparing
Cash Budget) -

AHT AR TR Vs goic JUR DR @) forad ugfadt

g | |
&)  uily g quar B (Receipt s and payments method)
9 gAEIRTa o g1 fAfd (Adjustted profit and loss method)
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H) Rerfy faxv faflr (Balance sheet methods)

) mwwﬁ@r—mmmwﬁﬁw
mwwmﬁﬁé,mwﬁmmaﬁﬂwﬁﬁ
aﬂﬁ@ﬁmm%mmwmﬁmmmzﬁqﬁm

Te T BT QT ST & | Wi GER A @ S qbS FA

& WSt gl qur AT B HE B Soord fhar T B
crﬁmaﬁzﬁmmﬁqﬁﬁmwﬁm AR gRerer i, vd
WW@%WWWHWW&W@M
$ fodia AT @ el e Y, AR, AU, HOrgd, a4,

_mmmmmvmwﬁmzﬂm

cefX Het B A fraT Wi 2|y I B SR
Jrepe I ¥ I A 9 Wepet Wkl BT TSR D AT Dl
eI ST 2, SR @ Wi s B AifaA A B & I Ay
2 sife T arTer A A orfRE A B E

Receipt and Payment Alc

Particulars

Receipts
Opening balance
Cash sales

Collection from Debtors

Total receipts

Payments

Cash purchase
Creditors payment
Wages

Office expenses

Selling expenses
Advance Tax
Total

Closing Balance

§) warfia @ st fafer (Adjusted Profit and loss




method) o

o1 ford % Rty Suged A o & 7w R v A o am
TRT & 6 ATe 5 8F arel il 9 e 3 vl § aiffigly
BN B 1 3 IR B areta oy w1 @ R et wifd @ ame
TR W AS AR T Aehe IfEaE BT S IR 5Y A5
IS &1 iy fbgr ofrer 81 5@ R 1 &9 Ao mars e
fafer (Cash flow statement method) & = |l It & | 39 AR &
Il A gofe BT frHior R 2 gl uRfie e Ay,
ARG T M, =T AR Td Qi ¥ aRads, qule
OS] U YT, 3O U= <d &T91,Yd ™Y 3ca1fe 9ol weee
1 g 3mawae sl & | warafoa o B faf ¥ Ude guie
&1 o1 a3 &g Vs @ 39 # fAfafed w3t 31 Ses
el # & BATT #El B e B SR b BT A1 I T
BT €1

AHg quic TAT

foreor ' Lol BTl
URf™E ! |
it - | 3

FIE & A

g T4 YT

Suffa @

B

TTe], FHferal § A

e, et ¥ gfy

el Ud ®or oS @ fAeEe

) gufal @ famg | e
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a3

el —
<ref, wafeeat 7 gfg
are], =Tl ® wA
et il #1 H

w|) anf¥fw freat fafr (Balance Sheet Method) — 31 fafr &

RS ToIC AR B oY goTe MM &1 i< fafd av ves grdnferd -

w@aﬁwmmm%mma%mm ;rrq

'wﬂwﬁﬁﬂﬁwwﬁwﬁﬁmm%mwaﬁaww

AT B T G B AR 2| G A Vb Bl A &

I Bl 2 | iR vt T AT Wl Ut @ a1 B R 36X

1 R I 9 R el | A T ug @ A Wi ue
ﬁW%FﬁHﬁ_W%&W@(Bankoverdraﬂ) ® Regfa &1
b Bl & |

Estimated Balance sheet as on

Liabilities ' Amount Assets Amount
Equality .share capital Plant

Detentuns [nvestments

Creditors | Debtors

Accumulated depreciation Stock

P&R A/c. : Cash at bank —

m 9IS P Al (importance of Cash Budgert) — frdefTe
Yol & o e vd (425007 7 s auie T 9% @ THH
2 Rree TONT F%6 T 7F BN B TR i fderd Swin
B T ax wEar &1 WTeT ¥ Suael PN @1 aftiwad

T A TR LT

TR




R IYAIT PR GO Bl ATCIDAT H gig B ST Fbell 2 |

e # g b qwdiﬁﬂsmlaﬁﬁﬁwﬁwaﬁ%ﬁﬁl

°* DS Tuic B HEAH W BH WIS @ W drara &
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Here, C,g, = Costof debt before tax
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Rv = Redeemable value of debt at maturity time.
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R & e & TRy ST ST g Hed R F WG B 100
O Y @ IR WY @ HU H R o wnd 7 |

C, _DP 100
NP

C, = Cost of Piyeference Share capital
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q;cl‘r@aﬂ? 3191 Yol a%’r SINE)
D.P. = Preference share dividend (qaifere afer cmrer)
N.P. = Net Proceeds (I[g ¥If?)

Wﬁ?ﬁ@ﬂ%ﬂ@ﬁfﬂﬁﬁﬂ?ﬁ@ﬁ@%%
W%mmmﬁmélsﬁmﬁ?ﬁﬁﬂmwaﬁaﬁaﬁrﬁﬁw
ﬁwﬁv@?ﬁamw%ﬂt@@mﬁmﬁmwaﬁ
a|q%umdljﬂ1wﬁ1ﬂ?ﬁ€%wﬁmﬁmaﬂ$§@w
(Net Proceeds) STTd &1 ST Hehall & |
1 ydifeR s w1 e aen woER & qer § g
g IR (NP)= 9 (NV) — s &g (IE)

2. @ﬁéﬂ?ﬁ?ﬁﬁ%ﬁﬂ@;wﬁ#aﬁwﬁw%
RIE NP=W(NV)-@3(D)~WW(|E)
5. R s Rt S 0 e @ T g

¥ WRI(NP) — FH9ed (PV) + WfaA (P) — frfaw e (1)

‘Wwﬁsﬁa%aﬂmﬁahwﬁmmégaﬂfﬂax)aﬁ
IR P A T R ST 21 R g ot o
JETERT 4 |

VIEel TS AT A 10 Uferd qaifienr el o frrae ‘
ﬁﬁmlmﬁzﬁrw&mﬁmouﬁrw%ﬁﬁﬁﬁwwm
BoﬁlﬁTﬁHaﬁmﬁﬁWlﬁ?ﬁﬁﬁwﬁmsﬁaﬁ
<1 A AT a9 B |
el
1. o8 T g 6. 80 §1

DP
NP

o= 100=125%
"7 80

C, = x 100




2. o9 fFRTE 4@ %, 120 B

¢, =28 100
NP '

19 100=833%
120

54.4 AT 37 JSfl ST & (Cost of equity share Capital)

FRH B el o B T W W Al SYERD] & A
7 faaRa &% o1 O FRYe 7ved g1 feaT wiar #1 feg
AT 377 Yol W oM U ¥R &R @ P g B g
R ST aIfErl FE BT | AT @ YA R A1 T BRA B
TR B e O Y REds | AT S gu W 3
AT HRAT SR HiST BT & | g wmifdd dR W |
3791 ol @1 e iR Yo (Cost free capital) &I PET T W |
W:WWWWMﬁW(Investmem)miﬁ

@O ¥ A Ui H¥ Bq & A Ser § 1 U WEAT SRR

FOT § FrEfoRad argeTd e g |

1. QT JPHRG Ueh ¥ g9 W ufd 39 o (Dividend

per share) AR U] el L& |

2. SEmRel & Ul fFr oy A SERd gig Bl e |

3 g Y afRead a &) MRmawar o) R, o wfaeniRa

3 (Retained earning) H Eﬂ?&’ &

SURTERT STl @ GRYEd H Pl HaE T A SR
ST ST R BT AT e ¥ | W S af% gofl Wl @
ooy FrefeRae wfafdast o fear Srar €
v) @i wifks fafr (Dividend yield method) — 4T I

RS g iRt B U S W) SR fafd g 2 | e

<3 ATIY ged SO fafe (Dividend Price Ratio method) @ =/ @
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W S ST R @rEiNG OR W Ui a1 9T SR oY et

3T Yol &Y oTa 7 BRI AHaeiE ol @ AT e
W& o SRMER B 8 1 59 Al & SR o afer goft @ @
FT b = g3 B Aead F foar @ 81

D.P.S,
M. P.PS.

C, = Cost of equity capital
- D.P.S. =Dividend Per Share
M.P.P.S. = Market Price Per Share

S -
A @I wgd o, ¥ 100 . qeg arer (qof i) 10000
HAT S B fET | 59 s @ 9uiR g9 %, 150 B

O = x100

BRI GRT %, 15 U 37T 3 GR W WL B A a1 TR |

FHAT 3FeT Yol &, ATTd @l TOMET B
= DPS_ 100
M.P.P.S.

10 100=667%
150 -

AT (Limitations)
1. St & I ie e @ e <o el ) affr
far ST 2 Safd arafde qoa o Suer @l Tl B |

2. HISH | B4 arell YfEmRa 21 (Retained earning) Ef'?f STt -

P RN B | Said wfenRa ama A siel @ IR 90 vd e #
gig B B |
3. 39 fafyr & sl wfdsg § g areht amater o AT # gfy

P DI W T eI S |

4. AT I B IR Hod H M ATl SeadgE| @ SR I
e BT ARAD AR o ST BHeAT HIST BT B |

- @) Surds wifta fafer (Earning yields method) — g fafy

3T AT IJuTdl fAfer (earning price ratio method) @ AT W 4T W1




R B el GRS S P S AR el W W BYD T
ﬁﬁ%l%ﬁﬁwﬂmwm%ﬁﬁwmwww
Fl B TwET AR W W@ B

wﬁ%%aﬁwmq\tﬁﬁmﬁwqﬁzﬁ
W@ﬁﬁ&%ﬁ‘cﬁ%l |

_ EPS%100
MPS

C, = Cost of equity share

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

SEERL

yqw. T8, farfice geneTare @1 i ¥R . 100,000 & 37l
&7 e Yd o1e] SO el . 100 8 BRIl gIRT 10,000 3FIT T
fofemr fopam w12 ¥ | T 7T %6 5,00,000 B HfARET PIY AHSA
1 1 fofa feran 2 | forfam o8t @ 5 wieere ofgil & fetea o=
e 10 TRIET B9 BT 9 A WA 3 Goll DI AN I AU
DI | |
gl
1. Cost of current equity capital WW@&%W

EPS

C = x 100
S

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

E.PS.= =Rs.10

C = = 118%

2. Costof existing capital share &g FHaT Yol @ ST

) o wika wur ammw gfg fafr - u® fOf 58

FGURT W RS § 5 I ofw gRS dad adHd § o
FTHIT R A 7 ETh] g e 9 ufed gid W aren Xad
2| T ot S Sifgm ol fafEerT o R T8 © ) g9 A

g @A
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AT @R ¥ e T g BT RIS e T W R, 39
fafer @ goft @ @mTd 1 SMVE FHR T 89 T 93 BT wan

wRTE . |

¢ D-riS.x100
M.P.S.

+G.R.D.

C_ = Cost of equity
D.P.S. = Dividend per share
M.P.S.= Market Price per Share

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

QIR

Tt Riesw . 3 . 10 T @ 10,000 THAT 379 BT B
10 TfereTa MM R s, emater a1 ofvad <) oot ai= gt & 30
fcrere RET 1 B B S eHa H 8 yfawra gfg arEifag B
FHAT S BT GIOIR o &, 15 WY 37er 32 | 241 el # |Her e
Gull Pl IR =i 1Ty |
 _ |

1. IS g AR P IR R

_ D.P.S.x 1‘00+G.R.D.
M.P.S.
D.p.8.=1030 _pes
100
¢, =310 gor 3539
M.P.S.=10+1

2. MR o & IR W

. D.P.S.x100
=Ty
M.P.S.

G.R.D.

3x 100

+8%=28% _

AHTY (Limitation) 39 A 9% wfaua Wmd A= 2 _
1. 39 A § g8 = o € @ amie &) H 2 arel gf,

17T ] s e TGS KT W A VPRI ' IR TR DA T




fey afer el T Ul 3 IR leuﬁsldmﬁfq%a%ﬂm?f
gl | o for T gaE # T e AN |

2. omIEr H g B R ST BT B BT B |

3. B G A9 -H § dTel THie D1 AT A 3R gig
BT A aeredqul FET BT € | B Bl A1l a8t § g1 g B
g A AN B A B A g e g

55 YfERd 3ma &1 &R (Cost of Retained
Earnings) '

gTa: PR SO G AT R il § W Al W
RIGRT 1 @ STHT FB AT WIS B R 3 FId B w9 §
@ o | st AN fied @ Wi AT @ gt e 2 R
ST & | aﬁﬁaﬁgﬁmﬁﬁmﬁam (Retained earnings)

gl o 8 | Ui o & wu H e B NG aEHl ¥

IOl T Bl ¥ 1 39 uRRlem # 319 WO I8 © 1 ufeiRa s
& w9 # FUEId goll @1 P AN e Bl 8 | HaeiRe AR W
HE B Y R AT AET A U BN | AT 39D forg
fop=t off ypR FT fiAe e T8 S usd, g arefde wu
TfRnRe Mg & BT 7 HY AN ¥ BRI © | I 3 YR
ST U+ ford SueTel oty # | §{B W1 BT TR BT IS 8 |
3T P Ueh T BT UIAETRT B H 3F1 61 I 31 B YAAanT
Wﬁfﬁﬁﬁw&%ldﬂgd:ﬂﬁaﬁamaﬁmﬁm
g1 1Y fopd R fAfranT srawR @ a1 2 | uiRnRa e
A ST T ¥ @) IRReIREl e 8w §

1. OTd 379 gRE i Y AT TR PR UG qATell & wY § P
RIS & T8l ®=A1 gsdl |
2. TG S @ %l UR @R 9 d fafaae ov gelrel!
SR BT T &HAT TSl 8 |
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yer Ry 3 UfEnRa oy @ IEwR ST GAAT 2T gon
% ThTd B WA B | 59 TER T wfEnRear e o Fre g

P FwEEeT W P O FHel 8 !
, EDx100
T A RE.

Sfrs & T Rl R B 100 . Hed ATt 500 i |
SO ERT AT 39 UR 45 %, Uiy fFr Y &) | omre =i
fopar T % | Ror ¥ 10 %, TR 3% B TR Y A B T
T UG 5 %, WY 3fY B g wikenRa s S 2 1 e @t
IR I &. 125 Sf afer B o e A wfeTRe I A AT
I AR | | |
gcl , .

iR amg @ - (AR.E) = 500 x 5 = 2500

ufeenRa 3g ¥ STPMRE §RT HY [HAST b aret 3

1250
Fepfedd HIeT (A.D.)=2dx15=‘300

= 20 &I

, _A.DxlOO
B ARE
_300x100
2500

@ Ry # w& i ave @ gHfAfERT 7 B,
AT 34dl TR P €U H B 7 FH AN S TS € |

. _E.D(1-P.T.R)x100
M (1-C.GTYARE,

=12%

E D = expected dividend
P.T.R. = Personal tax rate

C.G.T. =Capital gain fax




AR.E. —Amount of retained earnings.
SEEEL
TN, 15, ois. fol. 9 100 6. e aral 500 3f9i o7 fnfas

T 1 @ 1 20 . wfer afer o &= aniter @Y dwon B | R

W 15 . Ul 379 ST B w0 H e %, 5 Ui 3fer ufenla far
AT TR BT OGOIR od . 125 URY ofe 2 afer g WX g
3MADHR 30 UfCTTe Ud Guil @ &% 20 wforerd 81 &) < § ufdenfRa
T Bl ST ST DIFTY |

_ ED(-P.T.R) §
o (1~C.G.T)AR.E.
_400(1-30)x 100 28000

=—-—=14%
(1-.20)2500 2000

100

56 Yot 31 wiRa sivd avTd (Weighted average

cost of capital)

yrg: foedt A1 Bl @t Yol WRa ta € geR @ wfefa
W AT T g Sty ome TR @ wiofrat @ s grr M
gl & | Ioh fsror & giwees &g vt g Wit R,
QST @Bl STTd, SUTST &THaT 31 & 71 Searfe dedl ol &1 § ¥y
ST 8 axga: T oot & amrd & 1o Rl 87 g | @it
s J=ta fRAf uftriforat SRy gaiierR ofer, e ofw, ST
T, TR 31a geana T@i 1 Twgferd AHa 81§ | 0T Ta
1! TR A= RAfaRT sl @ emdassar 61 geaie B o
Tl goll ) 3N STHT ST B BT U 5T e & | ey
TH B WR I wRa@ ame) qen aiRtd ard @ B9 89 W

faf =T wRag B1few BN | W T Qi areie el o @

HH B WX I YRBT S ALF A BT ([daw0T TG T2 BN |
3T ST @Y UM B¢ ol &9 & Ui Hed @1 ol &l Yol

IS @ina

O3




. 66

o WTe TIRIT e e & | golt s @ wcdie vew 3 R

SR & AT BT 100 & BRGS0 HIST A ge A ffd

Wmﬁmﬁléﬁ@ﬁﬁ%m(wxedcost)@ﬁ
Y SR (Over all cost) & A ¥ Y ST STl & |

A[UET (Computation) — Yol &1 slia AT &1 9T 7g e
mﬁaﬁwﬁﬁmmﬁl

1. AT H ygd WA IOl 1 /R T 1 91 100 AIHHY WS
# werer R ol G B Re R e @1 ot @ AR
Y Bg Yol @ A= Hidl & Y&id oI (Book Value) 31T ISR
T (Market value) BT IR g9TAT T & |

2. Wﬁwaﬁm—wﬁ@mmaﬁﬁmﬁ
S | B |
3. UG B Red WM W e 9t ot o wrRe @
4. UAE GEE B G @ fafne arrd. vl 3w R BT

T PR B
ﬁﬂﬁﬂﬂeﬁ%aﬂwwu&ﬁaﬁaﬂﬂﬂwaﬁw
I | |
gofl & fafr= uia | e (gl errE @ R
(Various sources of capital) (Amount) | (Cost of capital)
ST 32 GSTt (Equity share) 10,00,000 7 gfcrer

TaffieR 379 yoi(Preference share)| 20,00,000 90 ferera
FUIYS YSil (Debentures capital) | 40,00,000 15 gicrerd

gfcrena 3T (Retained earning) | 2,00000 | . 12 gfeerd

- Bdd




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%

5.7 Yofl &Y Id &7 wed

AR faReRT & st e vawee & & 8 IO &
T SRR B B e 7EY R T | i 5 TR A
PIT o WUEVT TR P T R W) T B BN B e wgan
R fo=g amfe faruRr 4ot @1 ArTa iR @l e
TEequl R S & | AT %R (Globalisation) Td FfieReT
(Liberalisation) & uRdaer ¥ fRvg wg@ & @y yfawef &g I
JTagY B G © 6 Goll &7 oIy SfaeRen &l A AgTi~id
FeTH &G PR 7 B Mg ATTETRS TR W ST PR,
waﬁaﬁlﬂwqﬁaﬂa@wﬁm'%@mﬁmml
TSl bl AN AR & Afear & fadae Fefoled e &
gerid fpar ST Havar € | |
. qoll @g w=ft faofas & werwe — ol 2 g
fofa & oof @ @ sreRen Heeagel Bl 1 g R o
T B ¥ | e RN 9 SR o Td Uel 9 ST
T IR BT B | ate R 7 gl smg o 9dee e
fifSET &1 T (4o @ arTe) @ wHged ST e B A 98
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g T ARG A e & B @ a8 R s
T B |
2. facha fofas & Wer® — WS @ I e B
m@aqﬁ%ﬂmﬁﬂﬁwwzﬁgﬁﬁﬁmﬂﬁmﬁ
ot anfe, vevy g1 3 el W Fofg o & gd oul & e
T e # e S 2 |
3. ETed oq GOl a¥ar &1 fefer — axga: e 9t |
STaTe 2 & | R e ¥ ¥ oEme Aded & a8 3T I
TR HS el @ AT RN 8 | SR BH AT arel et @
szﬁﬁﬂﬁm%l | |
a. g faam @ freivor - Trﬁﬁﬂma?aga?%ﬁw
e 3 9T 3 Suered A= fafar fawe @ anfdie e @t
Wwﬁ%mm%‘mj@rﬁﬁaﬁﬁmﬁw
FR g Yol B AT D T AEedqYl WA § | AR Yol
Td HUST A TR &} B AREAH FI G TG DEH ST
=18 | - ’
58 fachig fofg & doft & @@ &1 qfA®1 (The
role of cost of capital in financial decision making)
T RERERT & st ety fofa A ool @
ST B P @I AE o g A9 e @ el iy

* fyofge # 4ol @ AT T Aeaqul @I 21 awge: BH g ford

T fafrdnr ARl ol # got o ST T TR ST 98T B




i foofam o gt &1 amra @ yfAeer FPrmiferiad &0 ° WieR
P T B
1. Yol gt et frofae — Goh gwtdT wr frorar |

Gt o ST Y qfAT SR HEqol BRI & | awger: foret o

&1 S N oA AT YedTd @ 9 gHad 7Y s e R
) e & R 79 o= IR e e o R A e 1 Wl

& D o aed | R TR R ared fofa R

& Yg T ToU B ARAS 9 TR &) ForT ST 8 | avge: oA
aflesr # Golt & e sruren Rwia frefa @ Ages sy
=g START 81 g T |

2. goft g & amten weeElt fvia — U Enfe
fopar T &1 WA & drerar & W faered 8 U9 yuh
SRTE B GATH AR B % Yol Tl Fo Goll BT IR
R0 (Optimum mix) TAR B BT yFe fHar o g | e
Wa%ﬁﬁaﬂwamaﬁwmﬁgqam@mﬂw
ot T QeI ST GAR R BT T (bt e &
ST B ol B ST AT BT RO X9 U RN & IR
Hod o A @ S b |

3. oy fachy fofas — sy i Fofl & s golt o
ST RO BT W fawg gofl B 8 | 3% AR | Freie
ot BT T ST AT S0 W [T S el © | o v Hi
e A & P ¥ @GR B e @ R
IqERl B ¥ TEe ofaRad 98 R o @ fasia o
forafed @ qeaie  wdTd ¥ @1 FdeR dvl B

59 URIA

Sy 6 &9 o & o fol ot sem & e H el @l
HEEyyt 4! B ¥ 1 oN & spma # g el o S & ferer

g AT
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Bl poa A 7 B A | aega: Rl ot Sem @ Sgew At
e T S AT YT & | E ST o ol IR e
THR 1 TG B BH BB 8 B WD o | 3T 84 =1 |rdi

T Yol @ w9 A Gea goil @ Bis Mi¥aa arra T8l 'R ey g

371 o O e AT TS B | e o eeon Az T
BIAL A IR UGS TR Up MR¥Ed ) W = @ I
JfFard wy J ufeed s gean 2 | gaarg ¥ w1l @ g § e
6 IR SITEID TBR B ® F T57 DAl Tl & | I T IR

TR afy Goft gd T O BT YT M wE § o gy

ST Goll &1 ofFTd <aH 81 | |

5.10 WEURYE Y39 /I

L e W T W Y

2. 39 O YN Bl AT BT AU DY Pl?

3. AT AW GSll Bl AT wifty Ay 7 fader el

4. wfeTRe am @ar 87 Sy WiEniRa S Bl AT Bl Mo
B BHAI?

5. facia fofaa # goft & evra & yffer w® og o

6.  WING 3 Yol @1 AT W MY HIT A &7

7. Yol &l cdl‘i-dilg’f Agcl Pl A |

anaERe wed

1. OlIP WRA! TRIY SISl . 500000 @ 10 Ui T
- Ul BT AT WA W BT & Y @1 &) 20 Ui 81 @ g9

H RO Sl ol AT FId DI |
SR — 8 R




2 v for#d |ad oIl @l e T %, 1,00,000 & R W
10 UTAIT <7t 97 B | SRV UHi B FHI . 100 & | 9o < @

ST N o T IS ot PR e s € 1 (1) A W (2)

10H%3maeﬁw(3).1ouﬁfmmml
Ik — (1) 1o gfeed (2) 11 ufoerd (3) 9.1 wfoe

(3) AeT @I |89 {01 gNT . 50000 @ 10 TR FEOH T

ferete 5 wferere SR ox foar T | R @ SR 40 HfdErd 8 | T
gl BT T Bl MU BT | B FAREH ol %, 550 & |

IR — 6.3 U

4. I8 OR[N A 10 Ufeid Yaiieer ofl o1 et
3T B EAYEd . 100 R 319 8, fbeg e How . 80 & Al

& T S B | R o . 120 B B <9 § g i

g |
IR — (1) 125 UREE () 833 U

TSl AN
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SHIg — 1 aﬁmmmﬁ’w (Risk and
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Return Analysis)

THIE DI BUNHI

1.1

1.2

1.3

14

1.5
1.6

1.7

IRH

YTl

1.1

26 TP @I Ued B 915 AT 39 NG B T [P -
SIReA BT ref Fer A |

3mg W ed gl b |

SIRTH TG 3T BT AT FR AP |

SIReH TF o HT B B ARAH A IRGA B HD |

1.2

EESIEKI

SR Td o B URMRiE fEgReRT 78 € 6 gt

S ¥ o B wE SIfRe W el ¥ 9 e A
Wﬁwwaﬁﬁqﬂ?ﬁwﬁmmﬁﬁmwm
i 3 RoreeT oty SR BT &, 9 @R T e # S o
e ST 1 TETET 1 B B | Rl o e | S U o
ot e & R e A T T e IR ST ol T
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13 Gﬁﬁarrqaeml

4mqﬁﬁqsqum$éﬂwwqﬁmﬁﬁ?ﬁraﬁ
IR € | =Ty, s Wit ¥ 9 e e, @ vd RFEET g
U ¥ e Yol BT A Meher fhar ST & | e @ forg
'ﬁ@ﬂwa@ﬁﬁ%ﬁﬂmmwélwqﬁmww
STIeY 3N DI TR DI 59 A ST & AT SRIH BT STox 7
ﬁmm%rr%majqﬁaqﬁvmaﬁaﬁwaﬁmﬁﬁmﬁ
T A B AR PSR Sied ¥ et sk
7T T T Al § Rl e o 9, S et ©
AT 9% 31T B SR aifies 20t | AR st & R
3 U SR & 4 H A o3 49 § @8 R aaws) &
forg g @) T FEk 59§ aRade B e

1.4 SiRaq U9 3y &1 fagaryoy
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Yepfeus aRdeTIRT & T aat ol SiRaw & wey 1. AT
oRdraE B e § ar-sRe @ et T ) wE T
Suerel TRASHT ¥ 2 £ U ofie o Ud W wRgH - el
gqRET & @i g8 9RANA aNg WIRIH & [ad 3% IR Bl
<t 21 A1 IRISTHT WE BH ER FeA A § IS T8
e SIRaT T PH g A TRES 2 | R aRaerET |
5 e qwE @ TR, AR 7, 4 TR SReE B e R
R el o T R | IR |, 7 e S SiRew arh
2| e 98 orfds ama ) o Y@ € uRasHr |, 6 SIRaH
< & o Rifad e & T AR axd & ¥ AR B
THG U4 ARepTer wfengferat # 8T €1 W18l Wel &1el oX Bl SHBR
Ted & B 2

gfe g urar o fo aRaiorr . 6, 3, T 7 S X @l gl
Tl & aRafad g § WiRe wd g & dE B oo @l
yefRfd @edl ® 3k 37 IF aRasTRil ®1 RT 91 el fhar
ST Gepa & | <ife A IR SIReH A YT IR € SR SR
Ig aaH qea g9 2| fafvaredl afe wEe ) wd o e
SiRaw & @1 B W12 6 F7 3 AT 7 IRAGHL TR 3 et fafraw
& Rafifa argur ¥ RFRRT B gad €1 e gell I offe
& ol € ofR uftrgferal & wew o 5 39 aref % vt wu
faame dr & 99 wiengferal & 9 AEme W wdEd Suder
SR SUTE R € | | | |

15 YR
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# 3 IR TIREH & SR TR Af iR AR AU &M T 3ffe
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1.6 FTdcAT
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© I RN ST & | SIRGT fdg & a1ue 9l O TERa 2 o

faT a1 e R il e g1 € 98 Sa 8 sl oy

| mhmﬁaﬂ?rawﬁamﬂ@m%mﬁﬁﬁmaﬁ
T Ul % Taet # Uret 1 T [, 3g bl R | 4gt o o
T SIRgH W R 8 sl o aifie e & o et
SIRGH @1 TITgHar gl ® |

RrehyoT — Reen & anga 78 & 5 A ok SifeE @
g | O TR € 99 9 DI (AN @ 71 9§ 9T T
T | .

1.7 HW—UWH YA

1. T (FeE) ¥ SiRew W wr sy 87 wiRadr Rt
P TART W IRaH &I &8 o9 fhar o7 gaar 27

2. &Y IR WIRgA @1 fIwewer axad g§U fF g e iR
TR & T B W BT |

PN AP 1P TR SRR




sPIs— 2 Uil guied Fofa+ ( Capital Budgeting

Decisions)

THIS DI AT
21 I
22 Yol gufeH

23 oIl go7eq &1 e

24 oIl 99 &1 A
25 gﬁﬁwaﬂaﬁa

26 Yol goicH &t ufshar
27 Guil goted &I fafadi

28 AR

29 I

210 W—NdH G

21 IGQ¥Y

TS

5 3PS BT Ug @ 91g 0T 59 T 81 Wb b —
UGl guied ot ek gar da |

*  Tuil gofc DI HEE T T, J'
° UGl g5Te Bl UlhAT WHST Wil den
o Ul guied @ ARl @ @re wR Aa |

2.2 YUXIT9-q
" R A EUe # ol auted Ud Heeyel HeR] § Il e
Eﬁwﬂmaﬁmﬂﬁwﬁﬁfﬁrﬁﬂwwﬁwﬁm 9




ferferam fAvf

L0

Eﬁaﬂqwmdlfﬁ&jmu mﬁém@%@fﬁlﬁrwwaﬁ
g, &3 Wi, @ﬁﬁ?ﬂaﬁwaﬁwa@w@ﬁm
T 8 | Wmmﬁﬁﬁlﬁwﬁw

' frofae ¥ v weeayel werd & wU W ue fBar TR

23 YSil golcT HI AT

e SUHH § 9 A YHR B BN 8| AT
Ol | ST T 4 B E ORIt ot ST T a1 ST
1 o T B ¥ 1 5 el gufTa e 1 areed W @ ¥
S & R 7 1 aries sl o e Plera ve ¥ | dofrTer et
& ArefepTeir frelior @ s o fore R e a S e
mgw@wmgwqwmmﬁwm
Ug=] (Management of Investment in Fixed Assets), Goll g g
(Capital Expenditure Decisions), Q\Gﬁ Y Ud¥Y (Capital Expenditure
Managément) e Srerei IR 19 (Long Term Investment
Decisions) 3% wsmell | 1 gHRT SIIe € | |

g guied & o Yon fafrE @ foe ghafsa g
e wuvT AR B W BT 2| A S ATl
qar T A Ueie @l @ P @ frife e e @
G YT A B WaTTW WANT &1 g a1 Wil ¥ | g
drdTend fafam %@ ANTA—<TY fgaiNT (Cost- Benefit Analysis)
e i @ T GRREE R &1
1 faee Td @RI B T 6, Yo Sore et @ Rig 2
1 Praror & Ry wrd st § v e gy
o fet B R, i et U et & R R
feped] @ o, qodidH, 999 TG SJTHT Pral &l Ufshdl & |

RTeE o wwtud ufdr € Rige s WRIRE B 9ass




S G RS B @ o P st B BT wand R

ST 8 | U4 93 & o7 gei o) FRiaaiell B deley e €

24 Yofl g9e &1 e (Importance of Capital
Budgeting)

ﬁ%ﬁﬂﬁiﬁ%m%lﬁﬁﬁmmﬁiﬁﬁﬁm,ﬁﬁu?aw
Frmr 1 Freied @y o wfbar o1 0 awie @ v s
T & | 77 PRl ) 59 78T &1 3R e we &= v
g - | | _
(1)‘ SUgF fAf AT (1deal investment) —IoiivTa aRaermalt

A ¥ wdic faeped o7 grg Yoit goted @) WERET ¥ o A @

ST B |

(2) AT (Forecasting) — ot vt & gy fafr Sofous
ARSI B T G A B STAN B qoIeId I
fear e &, sﬂ‘cﬁqﬂ?ﬂw ATl &Y BT QATAT FRTT &1 Hehell
el |

(3) <ifaw vd arff¥=aar &1 favelwoT (Analysis of Risk and
UnceﬂainiW)—i%?ﬂTéWﬁﬁﬁﬁ@@'ﬁST@?ﬁaﬁiﬁTﬁﬁm‘T

Gﬁﬁﬁﬁﬂ?ﬁi%IWQﬂﬂjﬁ@ﬁWWWWGﬂ?w‘

WWWWW-EW%IWWEWﬁ
JfRaTaTsl @1 qd fveryor oves e 1 ARt weRa wvar 2
(4) <TG R (Cost control) — ot wwTed o W ﬁm%rw
RGN WS @ ffie R W feer far v #

Wgﬁm%u@mwd%a%aa‘ftﬁﬁm,w A &

‘quHaoATCDH{(Q'EIWWWﬁTgl

11




(5) yrefR®dr HATH  (Ranking Priorities) — tgrﬁ goled &
gmﬁrfﬁ;ruﬁmﬁrmsﬁa%éﬁamﬂfhmwﬁwwm
ST B STER TR Rpar O el €1 OON aoied o wairH
ofEirT & T Heegel YT e § |
(6) Waﬁwﬁ—/%ﬂma‘wﬁ@aﬁaﬂ
et o e & | g I ) S W uR 2Rl {5
M ¥ Brf. e feiRer 9@ ol gutes & 8 S B

) Wﬁﬁﬁ%ﬁT(SuccessofFirm)—mﬁ?ﬁHﬂﬁW _l
T 5< T Goll ored W R v 1 98 gel @ wgma,
StrTer PRI, @t 3 gy woe e @ TR 9 giRRema,
aify & gRT B A TR R SR TR SlerT € |

2.5 ir:ﬁ qguicH @l &3 (Scope of Capital Budgeting)

ot e B 8 1w ) 3 g i oRedrorTel
BT ST HEEE & — |
° g 1ZFP\‘?JT'GFiTQ’.(Rta-plac.ement Projects) — &1
TRaSTEa & areeTe RRA—RIET a1 s AT @ I W
Wﬁ?@ﬁﬁaﬁ%iwﬁamwm
qReTer AT § A, See 9 o # 9 D 9gaEd B e |
g ) fpan S ae | |

o faTR yRATSHAIY (Expansion Projects) — ] HIWTa

'ﬁﬁﬁ%%ﬂﬁﬂﬁﬁﬂﬁﬁﬁﬁ%ﬁﬁﬂﬁmaﬁﬁ%l

78 T q g B oY, G W @ st @ R, e
3= SHIE BT P 9 dA%E & faaR uRareEIel B SaTER B |
free ol FARYERT 2 SImTa qe AT S @ SR R 6T B
g | | |

) oMier T ﬁﬁi‘lqﬁﬂmﬂﬁ (Research and Development




Projecm)—mm%@ﬁm@mm&mﬁ
U Yo T BT § T AR W, T avg @l W, O e
R anfy & forg o oear 7] 9o fog faRws, genfel ar
WWWH‘[(Consultancyﬁrms)Eﬁﬁm%‘ﬁmaﬁ%l
< TR B aRdeEET B A §e fefa 6 ooh aoRT @
st amy 1

L FHodIu yRATSATY  (Welfare Projects) — gffE BT
GRATSTY yerTdl @ gRafRir & Tt B & o drdwre ®
FEARGT B PreHar, AEd 9 SaTedhdl W DA TR ggdl
2 yRammmwRl ¥ PO 999, drdE, 9o #eH, faeme,
A oRaeit @ oty @1 defereia uRten #§ AEEn 8 SERaR
BT

. gfeser aRATSATT (Prestige or Status Projects) — $Y
eI IO SRS 9 @ BT S ¥ el 7 e fawa
R, U SET g AT @1 Rl &Y € U ol
S QU AR BT TRIE HU F Tt ger H Aerdr e
B |

26 Yoft gutes @ UfdAT (Process of Capital Budgeting)

A H90 gotes @ ufdar i T HEH IO W © —

| e  UWEl @I WM (Origin of Proposals) —ﬁ}ﬁ’[ ENoA]
UfpaT T Ugel TR fATANT SRRIEl @) e | BT 8 | 3]
ST TR P W S wae vae a el o WR W e
TR & | T RETEeT orae AT @ W) IR T HRA D
ae. fr gg Sy T § welHn v & vu H goie dffd & ura
A9 AT 2| g AR wxamEt & we ue § e fean
SIS




fafe foofa

(1) e B AN, (2) fvrn (3) aRaeEr @1 v, (4)
mwmwm,(s)m%aﬁmﬁ )
ST T T IR <) AR (7) RS & srgmfa o
@ vl SiRkaw | |

e  U¥NGl &1 YAEUT (Screening the Proposals) — dwie
Wm‘awﬁ’r%m@ﬁamw&amwﬁ%%mﬁa
ﬁﬁﬁw@%wmaﬁaﬁ%lﬂﬁ%mﬁmwm%
f o AR & AEdrei e FRImA & ey € a1 T8 |
FHI-FHl faf=1 faurt g7 oRga TR R 2 © afik 9=
AIETRS STHCANTT Te=TT i &) 71 B & | SR B far
WRAT H 9RO qfH @ SuAnT B Ty Seae wae Bude
9fSTT A BT IRATT IR A A AIDI WPR T B DY
FqeiRep e 781 g7a1 2| |
. Y¥dTdl &1 HeAld (Evaluation of Projects) — i
JH-TDl BT AT FRe 9D Me qeaipd  fpar o ¥
oReEISETSl 1 ST, FTRI o 7 W @ eRiw, ok
wammﬁ%rémfﬁﬁuﬁaﬁﬂmﬁ@r,ﬁrﬁmwmw
R PR AT 2 | 9 T ) R T o wern 2 & for
S e e TR T p——
el & | AgURT AT 9 ST TRIGET (Feasibility and Viabilty
Report)?lm’\’mm%\*l ‘

. qRATST =G (Project Seiection) — 9o W9 faf=




ST € | 11 ofrme IRATSTTY 39t € 98 B @ aadr @ 91 |k
B AR WAfed B AR W g S 8w )
mw—wmmﬁﬁrfﬁﬁiaﬁ?ﬁ%ﬁmﬁww
3qUT TRAISTHT B QX1 B, HfoRegma afRarern, fenfics g genm
TR, FME 3 A A aTen, a1t | 9 8 9ad 8|

o  3Jf~aH 3ATET (Final Approval) — suic Gffy fafr=
fEeET @ St RuiRa oee wares qUSH B T
afm Wi & fov Ifg oxdl @) aifkm faofa @1 afder
| g e o T e & | 3 e, arme @ ficia
&I BT A H YT g 9 AT IAIET < € A AR
. P AT @Y aifier goll awre # AHfem e R o €

. I Afergdievor (Expendifure Authorisation)—f&<1
IR BT w9 Afie got aoe & el o) foram wmm @ @
Rfr=T RrTTeae 1 rr—ar RRTi o aore @ et
PR oY AEH B S 7| formezell & wrelr uAi @ R

R i FRET o7 gee @ afigdeve B e et &1

*  GRYISAT fHITF YT ST (Project Execution and
.Feedback) — uRaIeHI & wd & foy arafiies Wigf @ o<
fean—{eeii g i AT (Guidelines and work plan) @ SR B
ST R S ¥ R Ao @@ @1 aoe @t ¥ At
g W A B ARy qer ek gd feiRa B & o
BF W BB AT IS ST AT H WA R e
a1V | gRATS gal W oWl (A @ o w1 gore R
IR &A@y ford MR g I, arafde e fd
3R Iuged I BT W Jookg B |

T geeq favias
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27 Ysll gulesT @1 faff™l  (Methods of Capital

Budgeting) |
1 e faft P ¥ - |

1. Jd U TR AR (Average Rate of Return Method)

2. ITIRaT Ypg yarg fafer (Discounted cash flow method)
3. uREriar fafer (Urgency method)
4. ycagas oaiy fAfY (Pay-back Period Method)

1. oitad g s A (Average Rate of Return Method)-

= R & fo<ig faawor fafdr (Financial Statement Method)
oRgipe fafr (Accounting Method), IFIATINGT YA & fafer
(Unadjusted rate of Return Method) anfe =t | A I S %\ | 3
gfRarer # e ) fafdnT Ry @1 SR a1 S @ ol ©
v fafir= vt & ol & T 7ed @ 3R Bl WA T8l
R oIl 2 | 5 R @ SRR o T oRareTal ¥ & e
W a1 TRIF BRAT ST & A1 SOHT T B, e T a9
oty g | Fmm: aE A el uRASHR & o g
TRJeRT Bl B |

3Ed YoIg X BI U]

o fafdy & alvgd wegrg X @ VAT Y 9 B & Ugend
aﬁﬂﬁmﬁmmaﬁeﬁwﬁrﬁuﬁﬂﬁﬁwﬁﬁmaﬁmél

Average Rateol Return =

& e, (Average Annual Income Afler Tax & Depreciation x 100)

Average Investment

R g BN @ Tud g arfies 3y (Average Income After Tax and




Depreciation) @1 o1 &g TRATSHT & Sffad Brel & Al <l
(% 9 T g B 915) BT ASH] aul B dhol aer ¥ faiora
R wrar 2| o fafrier @) fd @y o uRfRes fafanT +
srafdre qeu (@Y &) @ &1 | 9T @R @) ol g

o uE AR wHs # wxel e WU H A BRI 8 |

o 3T PR I uReEn & wrgel onf¥fe e @i e | v
ST 2 |

o T RFDN & ameEsT B Af¥E Few AT O © )

o B A B D UXTN Y& I B WA B T BT Te faf
T arecfads & AoTard 8l B |

o 3O R & Wi W= yafy & uRdel & aRwRS
o & fordy Ay far o et B

oy ARy W A 9 Sten axdt } Rrs FROT yeE a9 H
ure 3 7t ¥ ¥ ure g H @ig o el fan S, i

3 2 |

. W?}Ttﬁﬁmﬂaﬁwzﬁwﬁﬁuﬁﬁamw
B FR | aga s YR H HEEA @ PreayHar T Men
foram e 81 |

o 39 RM Y wyad ¥ W e vd RAfEnr Wl o1 g e
S & e ol @ ar 3 AqHE BT

o T MR A g <= P TOMA & [T SRIGT ART Bl TAN
Rrar ST & S 6 GREIGHT & W B A1 Wb FmATE B
TE U Tl BT | |

JaleXvl — 1

= URATSHT @ ST 80,000 T, 3N 3D AARNE Y4
20,000 . ¥ | TAY YoM ulE avf & Sl BRI vd ) W d 3
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15,000 %., 19,000 BUAT, 21,000 %, 27,000 ., 31T 40,000 B, & | TV
D1 TR 50 Ufrerd vd 5 e e Q@ Tl | R 9 aiiRgg

-Wﬁﬁmaﬁml

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; 20.000) 12000
6400
Less Tax @ 50% | 3200
Average Annu‘al ihcome éfter Tax and Deprecationew | 3200
(ii) Average Investment = 80,000 + 20,000 = Rs. 50000

(iii) Average Rate of Return =

Average Annual Income Afier Tax & Depreciationx 100

Average investment

R$.3.200x 100
50,000

=8.20%

TEERT — 2
Frferea faffrim getdl @ emierasar A e oy

ﬁ%awsaﬂwmﬂﬁ%ﬁwaﬁﬁm

Proje_cts A B C | - D E

lﬁi,tial outiay (Rs) 25000 3000 12000 20000 40000

Annual Cash flow 3000 1000 2000 4000 - 8000

Life in Years 10 5 8 10 12

jem s ¥ ap )




Solution,
a) Ranking According to pay baclf period method
Prajects Initial | Annual Cash Péy back. Rank
Qutlay Flow Period in yrs
A 25000 3000 - 8.33 \Y
B 3000 1000 3 ' I
C 12000 | 2000 6 v
D | 20000 4000 5 | o
E 40000 8000 5 I

b) Ranking According to Average Rate of Return Method

Projects | - Initial | Average Life | Annuai | Annual | Net | Average | Rank
outlay | Investment] in cash Depre- | lnc- | rate of
Yrs. | flows ~ | ciation | ome | return
24 7-3x100

A 25000 | 12500 10- | 3000 2500 - [ 5C0 | 4% Vv
B 3000 1500 5 1000 800 400 | 26.67% | |
C 12000 | 6000 8 2000 1500 500 | 833% | IV
D 20000 | 10000 10 | 4000 2000 2000 20% 1l
E 40000 1 20000 12 | soco 3333 4667 23.33% | I

st — yoraae srafe ARy don s v =R Rfg S A
gfte & TRETT ‘o @1 g AifeE g B

(I 2rTfed Ade vyarE fAfY (Discounted Cash Flow method or
DCP method) -

Wm%amﬁm‘aﬁ@rﬁmaﬁr

o ST BT S B | o1 STuiRad e warg Y # qe1 @ W
7eu TR fa9y wu @ e fRan o 81 geifey g fafy @1 e

gaft aere fyofa

ST =T

TR T FFr T
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fagT oA e fafd (Present Value Method) 3ierdl FHT FHTII
T fafdr (Time Adjusted Rate of Return Method) Y %80 & | 39
Ry 2 wdver w=t 4t e S N 1951 § YHIRE AU IS
ToiTe aotes | @1 ot | a8 fafer 1 aweifdes eRom wR e @
fes wfsg & gret 81 arel U SU BT Hed I Bt & Teh H
W B B B | T oA R e @1 e @ aaae | o
BT ® afe Sww oy wigsy @ fafi= fafdrt wR Bk € o
ﬁﬁﬁﬂﬁwﬁwwﬁwmzﬁaﬁﬁﬁwwaﬁ
S =Ry | Bl AT & WY e @t aane qeu i @t
a%’rﬂ'\’%’ﬁﬁﬁo‘muﬂm%‘l =7 BT Aepe SRAVATE! BT TP w9
& I G W ITeIRad fhar ST ® | ueiRyd Nihs yare fafe
1% et FrefaReg O fafddt ggaa @ o da B

@)  TE T R
(€) IIRe e <% Ry o

() ANTETIHT Fadbid (e

T faRgd 3R 89 PR & ~

@) o e e Ry -
a%’%r@gﬁ%maameﬂaﬁ%wﬁﬁﬁa@

AT T 9 TOT Bt @ forg R W sl ¥ o 25 Ay

AeHg STAUATE! I qaa i S [hdl Srel 8, 399 I faf g

AN B W Y T Hed B IR S @ S ©

@ IRT ¥ A 98T VATEl B FA qod Pl UST PR Bl WKl © |

g FaUETE] UG aIgI9aTs] Pl G Bl Yoll TN @ aRTeR

FRN X IR foan W &1
aﬁagg@aéﬂﬁn@aﬂwsﬂﬁfaﬁmwwﬁaﬁw




1 e AT S R ST T | FR T S aRaoTa
¥ grerfiiear &1 FuReT oS g a0 I B IR R
W%lmﬁﬁmw%aﬁmﬁwaﬁw@mw
8T DHET ST |

9g I Fed B o ) RS BT g aoA
Hou 91 TR A RIS A fépar S waeT B |
1. e SUmH @ Yl AT @ SR TR YRR U
o T FriRer fan o 2

o sy ¥ g B aTel JIbs IIATET @ A qed oY e

R e Wit fam ST ¥
3.  SWgd @ oA Hed H A fafanr anma gceY 9§
I A ST 8 ST © | G B A g9 o {3 @1 i g
= farar A1 | B |

Net Present Value - Total Present Vaule-Investment

(]-| I'J I} ln)

NPV = t—t—
(1+r) (+r) (1+r) (1+r)"

Example 1:

e e @ SE U W U Y T e R K
2 oA AP SFIVATE $S U oiae aut A YeR B |
Rs.2000, Rs.4000, Rs.4000, Rs.2000 and- Rs.1000

Cost of Machine -Rs. 6000 |

Expected Rate cfReturn - 10% ,

i o T A e Y S BT T SR AT
R fewefl SIS | .

21
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Solution

Year | Cashlinflows | PresentValue Total present value

OrRe.1at10% at 10%
Or 0.1 |

1 - 2000 1/1+.1=0.909 1818
2 - 4000 111+.1)?=0.826 | 3304
3 | 4000 1/1+.1)*=0.751 3004
4 | 2000 1/‘1+-.1)4=0.683 | 1366
5 1000 1/1+.1)_~"=O.621 621
Total Present Value - 10,113
less Initial Investment 6000
" Net Present value 4113

41136%%3@@%@@@?@%%@%
T | | |

~

Example : 2

TR SUCRMISSTSN fAIfeS U =T Wve iR T RIeR 3¢ w8l 2
Y Jepfeds wive ok Sueer &, R W Teie % |1 0 40000
& | TAIIET 1 ATl B e B F qe B R 10 U
TAT Bl B | aR B SIS TR T 9 UBR 9§ e

Year A 2 3 4 5
Plant(X)Rs. ~ 15000 25000 20000 20000 15000

Plant (Y) Rs. 8000 15000 25000 30000 22000

TSI T TR

TS P N




B Al WWWW”TW? (fle — U® - ol e Fwter
WO BT A e 10 GRIET B 9 W 1234 AN 5 A B |

3T # T 0.9091, 0.8264, 0.7513, 0.6830 MR 0.6200 2)

Solution
Presen_t Value of Cash Inflows- -

Year Cash Inflows - | Present Value of| Total Present value
Machine | Machine | Re.1at 10% Machine | Machine

X Y | discounting X Y

1| 15000 | s000 | o.001 13637 | 7273
2 | 25000 15000 0.8264 20660 12396
3 20000 25000 0.7513" 15026 18783
4 20000 30000 0.6830 13660 20490
5 15000 22000 0.6209 9314 13660
Total Present Value - T72797 72602

Less: Initial Investment 40000 40000 .

Net Present Value 32297 32602

| Wz'ﬁwvwwmﬂa@wxaﬁwﬁ
3P B, 3k ©ive Bl YT WER BIAT MWD AHE BT |

(@) am~aRe® yeama aX fafy (Rate of Return Method) -

| RIS Fedidma & g6 Yy ¥ ap=iRes u=amd SR (Internat
RateofReturnorIRR)ﬁmﬁﬂ%m%}ﬂgaﬁﬁﬁmw
 IES YT P A Yo uRaIeTIe & wRMES T AR B
Sl SRIeR BIAT £ 1 VAT Q9T A, YE IA9H Hod I BT ol § |
SITIRS FeATT R BT GIRHATT — IARDT B el THIRIYL

~J
|FF]




fafera fofar

24

3i THTSTCTH & AN, ”GHFGQCb'-HCQIH 5 éuxﬂ CARGF 3#%7
e &) B Y S feedl Rl A Rfifi goht w R frd
B & SOy A @1 ol Fehdl 2 1" |

R IR X DT A G U QW B e
gfTfie fevan e & o fafriter < ura B arel weaiRid @
R SIIATE @ aCHM e 1 AR & eIT YT < @
ST s B 1 |

(Required Rates of Return) HWEW-IWWWW@
fopar ST 8, 7 5 9oiR # yofa 9 ) @) gafern w9
3RS T & & HET 9T & | cgwﬁﬁﬁsﬁmﬂwm
T ¥ (Time adjested rate of return), 3T9iRad JAdhe TATE T
(Discount cash flow rate) & =T ¥ 1 TR & | Fret droraforde
A U ARG Y&ATg T S Bl Sl Tl & | |

1, 1, 1, 1,

Tvr " en ey ey
RR = Internal Rate of Return
171213= Inflows for different year
R = Rate of Return

O = Outiiows

AT=IR® U T B TOMT — IMARP YT ©X ST R

gq 1 21 gRRefet 81 |l 2 @ (&) e =<7 Targ @ iy
GAHE BF W), (@) UdS JAHATE B NI STHA B WR|

(@) s radarg BY IR A 81 W (In the case of

even cash inflows)




T <o # uRfre A & ofyr § Jes svaE @
IR ¥R < T ST 8 [T WrThe @ IR @ adae qed
PRE (Present value factor) TEY ¥ | §H TAA T BRE P
arffest arelt # AU TR qou & 9 aT ofan € iR I8 R &Y
& g Tl @ T om=Re e o B Bl

JaTENTT & forg,

fe gRIIGHAET &7 oTa 80000 . & 3N IHBT Wladdd 5
99 & qur 91 JUdhe TUTIE 20000 . B o U T H

. 80000 _
A He8 BRP 20000

I W) T g arRell H 5 a4 & AE 4 @l wief @
g 8 yfed & 11 14 87 8 | 8 Ufied W aeie e WRoT A
3993 3MTAT & ST ST 4 9§ & RER ¢ | 3 <IN TG & &Y
8 ufcerd grf |

(@) os :ﬂ?rcfaﬁ PY M IFAE BIF UX (In the case of

uneven cash inflows)-

e uREeHT § Ries sridrel @ et fafe af #
A Bl A1 MRS YT & &1 TUMT ol g YUK (Trial and
Error) — Iy g1 ST 1 Wl B | §O A 3 T W A9
ﬁﬁ?@fﬁaﬁﬂmﬁg’aﬁmaﬁwﬁﬁ%‘laﬂ?mﬁwm
ST 8, 98 e U™ &% A Wl 8 | e fo e ae
HEH Jor U & |

1. TUE S <X BT FRer — werA oifg <X & oy aaae 4o
FRS DI AT 974 UHR A Bl ST |

PV Factol:: Initial Investment

Average Annual Cash Inflov-




fafera fvfz

o ierdl T He R 3 GRE @ o Wi o
¥ ! dfdd ﬁﬁQ@WﬁPVFactorEﬁﬁWﬁWEﬁ
Sl fopan T B | 9 B &1 Ui § W) AR & T X WA
o &2 8l | 9 o) 9 ) 9t B A Jvarel WWH@
ureT far S | | |

2. AW oE R-uUH Oid TR W 91 {53 7 9 qou &
0T & ger AT Ja § B oneT | Ak g8 s anar @
ST W R AT &, a1 g6 o ) @ g Al ) @1 winT

3. SIS YN SR — aRdfae I SR 9o 7 fEdr ond

3 T FANT a1 S € |
IRR = LDR+ ]‘f 1]_‘;)2 «(HDR~ LDR)
RR = Internal rate of return
LDR = Lower Discount rate
HDR = ' HighefDisoount Réte
P1. = Present value at lower rate of interest
P2 = Present value at higher rate of interest
o = Net Cash Outflow
Example : 1

e RS & o faRelt 9 SR ST <X B O
Bfomo— : :

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

(92) (NEF-NOD W




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 . 0609 | 4872 | 0579 4632
4 12000 -0.516 | 6192 0.482 5784
5 15000 0.437 | 6555 0.402 6030
6 15000 0.370 | 5550 0.335 |- 5025
Total Present Value | 26759 | 24941

AT 18 TeTeId T qR WYa bl U Gl Hed 26759 % 2
S fAFENT 25000 . ¥ 3fde 2| 37 S TR 20 U BT GAT
fa5aT | 20 UTAeId 1 % W IIAT Hod 24941 . ATAT S 25000 &,
I BIE TOTES & | T AR YT &R 20 URieid Hel S Facll
%) 39 oTR Qi g ST B @ A B g B T B,

IRR = KDR+ A-0

x( HDR - LDR)

1 T2

. 26,759 -25.000
26,759 -24.941

x20-18

IRR =18+1.93=19.93% |
AIRS yearg e Ay & o1 — aREe e B s fafE
o RN A fde ggeRT B ©




Fafegairer fofa

o T fAfrawT & Rl Siawerer # B9 arell 3 &1 f9uR
R ST 21 TE AR aFa ded TR S oA 2

o 3w AR RGOS @ Feuied B TEd W IR T

3R TG BT SN Bl 8 |

o WW-Haﬁﬁq\ﬁﬁwmﬁm@mﬁ
el v st @1 9 i e & fran o W
o IR YU ¥ A & W (Demerits) g9 Y & =
it o o ¥ |

e 3N Ry & AHzFT JooAd WU W dicd & | 3R Wi
o wfthar ugad 8Id 2 |

o Tz A Ty urgar W} ey © b g ;e arfies s
T, TR IIER H 9ea U A8l g 21

o 3w AR % aRaE 9 W ST @Y & R dea
T o) FuiRe &= B @ &Y 5 v g FF B |

o  ofe {5l guf & A araaE FoTHSD B ol WHM UHS
srdarel @ B T 7 fde ey T Suel B el @ |

o T Y I IOR H SIOR W W YR o g < B
RIS WR e e <ot & | -

I[g gaur g fafey qen sm=iRe yeara <1 fafdr &1 gaareTs
JEATT (Comparative study of Net Present Viaue Method and
Internal Rate of Return Method) |

TRl & Aedia & 3 Qi & At 951 @ 9HY
HU (Time Value & Money) P 78T &l & | 3N b J=TdarE} dI
3raerRad fHam ST & | q%g 37 ARl @ drsiE W el Ak
R # e iR arar S 8-




— Y FOHM T fafdy # smerEs @l ¥ A1 el @ dnTd
Ugel W W gS Bl ¥ OEie JraRe g oF fafy # 59 9w #
Sa B I 2 |

— Y[ aoH e fafer ﬁﬁ?&lﬁﬁ U <X (Required rate

of return) U T T BN & WTAfp Sifes weurd wx Ry F 1w

31Ed Fe Bl & |

— ¥E a9 qea R ¥ a e fear omar @ R e
aRgrer # af¥eaH fade afd fRffafaa o e aifs genfag
mﬁﬁrﬁaﬁaﬁv@rwwww’ﬁawﬁwaﬁ
b ATARS e T ﬁ%ﬁmaﬁaﬁaﬁwaw
B S B | Ry sty of aRadrer ¥ fafaif g= o aRareT
®1 3T F FPrT Wl WD | '

ol 3R YUIR & MELAAT Tl Bl 8 |

< e e AR ¥ ol SR @ e @1 Wer B

WTaT & | 9afd s<aRe uarg <) i & =87

() yvrpdrkipde fofk(Profitability Index Method)-

39 [ @1 M- agurd A (Benefit-Cost Ratio
Method)- @ =19 Q 41 SIHT WITel & | Wa gRaTerr 3 RS @
AnTd - &1 d wdde aRae T @1 g e @ forg
AT FhDhId & TOFT Bl STl © | SHAD! TN B BT T
el

Profitability Index =

Net Present Value of Cash OQuiflows

Initiad Davestment

R # afs a1 aRdsrsl o fafa drmar 3§ 9gd
IR B O g 909 Hed A S AMEEddT @1 8l i
& B I 2 | U ST H STl GAdid @) T Sl AT

PEICECERELIDE]
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o &) af PR R S AR S o

T BRAl 81 A qadie UE W AfSd 81 o1 fAa wdrg bl
W) fpar S 2, e el | ffi= uRae st & g ¥ 98
RN S 7 W & forae qEdie waite 8 e
& Hde HAT ST 8 | |

Example : 1

99 faffcs ?ﬁ?ﬁﬁ?mlwﬁﬂﬁaﬂﬁ%}lm
e UGS T 10 e & wern gREeel & seaifi s
e A Y T 2

Project Investment Cash Inflows .

Required Now | 1st Year | 2ndYear | 3rd Year 4th Year | 5th Year
A 10000 12000 3000 - - -
B 14000 - - 10000 5000 7000
C - 9000 .- 4000 5000 5000 2000

BLEERER] @D B AR TR U] Bl HHIE DI |

Solution
Year Cash Inflows PV . Present values
Project| Project|Project - Factors Project | Project | Project
A B C - @ 10% | A B C
1 12000 - - 0.909 10908 - -
2 3000 - 4000 0.826 2478 - 3304
3 - 10000 | 5000 0.751 - 7510 3755
4 - | s000 | s000 | 0683 - 3415 | 3415
5 - 7000 2000 0.621 - {-‘1347-_ 1242
Total Present value 13386 15272 11716
Less: Initial Investment 10000 14000 9000
Net Presetn values 3386 1272 2716




Present Value of Cash Inflows

Present Value Index = —
s nifial fnvestment

 Project A = R.S'.13,386: 33
“ Rs.10,000

Project B= 512272 | g1
Rs.14,000

Project C= L1710 436

Rs.9.000

‘ 4fes aRTS T 1 avRraEdT Yadhie Waite g 3 98
Yo I TR URANAT W BT fgeia e oy, iR uRars1 &1 &
AT I W I AT AR |
(ny  smafRerrar fafer (Urgency Method)-
50 i ke & Shandld J $s 9K guil g ol
fersll g Mfdery ArGHT & AR W A Y W) aReridar &
aﬂaﬁwmm§|wﬁrﬁzﬁwwmﬁﬁm
forar Sirer 2 S srcraeds & SR o RIRid @1 J#1d = 8l |
SR, Bl R YT & e (Break down) B O WY e @
PR FHD! AT 7 BAA g3 A8 A F uferena g I
2| el gz fofa e gfe A saiedg 8 Jad 8, W
A BRI @] B 2 HARE Bl 2 | e T aRETEl

2 N F e wraRET @ Bharftaa vRE & HROT Y e,

ﬁﬁﬁmmﬁaﬁﬁw%nﬁﬁwﬁm@wwﬁwaﬁw

W_mQﬁgﬁﬁwaaﬁmsﬁa%wm
Wmﬁrwﬁu’maﬁzkﬁnmﬂﬂ%ﬁ?aﬁr%mlﬂwa%
IR R fore Y Foly warT @ sfa Rig 8 O A8 a g

7 i SR T SR ST T AT | wf—ad R orrmrd

SINTE g T bl faeell PR Fea—RNY Y§E Bl AR B

31




maﬁmﬂquﬁaﬁw%@aﬂﬁwwéﬁ%m@ﬂﬁ |

aaRe dey @1 Refay +ff Ua7 81 Wl 81

(V) ucarac+ 3rafer fafsr (Pay Back or Recoupment Period

Method)-

ATATRIR FReT M 61 AfTHaH B & A1 o1 Hif =TS
a8 REERTT g B wgEa omfy ¥ agel e W
e 2| e oAl TR A I @ Rore afarer A e
ST AT Wi AR A ¥ | a8 B gl Rl o gaw
oI B are GRRG ot & e T & s § e e

R | ycaradH arafy @ alRvmy r=falRad g

St arafer GRETSHT @ W Tard & fre aRae
®) HeT g AT a9 WIS &1 STl 8 |

“Sererdet o TR @ T % TR R B

gl o=l 81
=¥ YR JITgds aTafy 98 orafy giar & foTes uiRaeHr 460
AT I TERAT B B FRAIGAT BNl 8 | 39 D aRIell STt

(Cash Recovery Period) ERIcﬁT At {Payment or Recoupment Period)
H wed 8 | yaraad 3m@fd @i TOET T |1 UeR 9 R Ao § |

(1) J9F Ads YA B TIT H (In the case of even

cashinflows)-

Uﬁﬁﬁﬁﬁﬁﬂ‘lmsaﬂﬁqlsaﬁﬂuﬁaﬁwa‘ra‘r
fafrar & omrg A affe e saddE B T [ 9N TR
FeaTga A wiws B S B |

T e H,
) Original Invesiment
Payback Period = 2

Annuul Cash Inflow

SHESUISE




fe et uRare =T #§ 100000 w. faff@rT @vad 10 7§ d® o ol e e
20000 %, AIffes AT (g VB SAGATE) BT & AT T Jqfe |
T 8Rft —

Payback Period = 100000

20000
(2) IIGA UP$ ATUATE DI T H (In the case of uneven

cash inflows)-

afy RiffrenT © Aes aaTe B ufd ¥ e e
a yeaaRE srafy @ O Wl YE Ahs A<UAE @ gIRT Dl
T & | URE 9 B Y IATE BT 3Tl A¥ By A W ST
ST B i 57 arafdy ¥ <ferl) Qg arwiarg B A A @

=5 }"c\;n'.s“

SETEoTe],
afe fp<f uRaeT § 100000 € & AR 9 W) gge,

R, AR T A 9§ F FHA 10,000 F, 20,000 H, 30000 B, AR
40,000 . B JAHE JAYAE B O YA AAR WAV D

IR IR 9y B |
Year | Initial Investment | Cash Inflows | Commulative Cash Inflows
Rs Rs Rs
1 100000 10000 10000
2 i 20000 30000
3 - 30000 60000
4 - 40000 100000

Pay-back period = 4 years
TRATSHT & Hedie- (Evaluation of the project)
5197 RIS @) Uearad Jafd fra &8 81N, 98 3a

‘ol
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NI B Il Teal 9 PR ST | 39 Ay # gRdreEr &
Iafe S gey g RiRT AMe yearadd™ arafy (Standard pay

back period) ¥ 3% B & 9V RAPR W O o |
greETc St e sriReT @ e § uR uid ast ¥ & Ao
IOl AT QR AR <, 99 B AR W WG € Ol © | 3
Jepfouds gRASTIST & T § Waw Y Uegraad oafy s
GRATST BT T v a1 ST 2§ iR 99 &7 9 B8 H mees
F forar wran B | | |

fafer & o1 (Merits) ~ TeTac= rafd fafyy & TRey o7 fAmferRaa
g

e TP UHIAI g YANT FHAT 980 WA B |

o W wmEl B Ry R TR Jwe @ W A I8 AR
QU 2 | ifds g UedTac Safd arell ATr o1 o+ B o
fafrare™ e o F 9 8 O R

o U 9EN A et gRacH ol 9 81 R g, 99+ &
m%asﬁ‘mwm%;m:wqﬁﬁﬁwaﬁzmméﬁ?
DI P T ST AT BT |

. Wﬁﬁ?mtﬁﬁr@maﬁa%maﬁmaaﬁﬁaam
ol A7 A R 2 |

fafer & <19 (Demerits) — yRITaT 2@ & Sy 39 IR .E —

e IE ugld faFEmr o arma oot R SR <l ' qern
TSI B ST B <ol & | |Y e 54 fafdy & 7wl ¢
TIRT SIS (Fish bait Criterion) & w0 ¥ WrIfSrd ovd € a4ife o
Al & TR (1T M) B q9TE TRT B R (ATTT) W&
9ol foar Siram 2|




af R FeradT ol 3 W B e aruaE @ oA
JUeTT HM B |
| T faf¥ wHa da (Time element) TR €019 T8I <o & | 9@
& st ¥ s @ AT R T AR e s R ¥ 8 Feren
SIGHES!

S R o Sy o P ot fawga @ fear g |

a5 AR Goh @) o, o b Pl e e T

HRG & P IH ¥ T8 A B |
< ¥ 56 R o o & it 3 2 areh o @

3R W fofg fsar S & S a0 it Sferd Rig 181 87 | (B

qRAISHG Ui BN B | T URfRTe ad § @mTeid B8 B € dr

3 qgd ot Aot Brdt & wraf T afarer @1 g R A

3edepa e feam e | |

Exarﬁple-1

Hfierel oSl forffies Td A %A &1 AEdl 2| &
| o a1 3N 9 Sucrel €, R uedd 3T o 30,000 ®. 8 | 3T
QI @ IR R ST e o Feaie wereRi @y B @
FTAR BT | ‘

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
depreciation)
Life of Machine 8 years 10 years
tncome Tax Rate 50% 50%




fafra fofa

‘ "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 13,750 3,000
| 110,750 18,500
Less: Income tax 50% 5,375 ' 8,250
Profit after Tax 5,375 8,250
Add: Depreciation 3,750 3,000
NetAnnual cash inflows 9,125 11,250
30,000 30,000
9,125 11,250

=3.3Years = 2.7 years

g1 /YA H 7L 9 ) wearad o o9 2 g 3 8 By
BT Fodq =T |

< gRArTTIei & wre § fere fagwor @

Example -2
Project X ProjectY

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. 5,000 4,000
Estimated Savings in Wages
A) Wages per workers p.a. 2,400 2,400

B) No. of workers not required 200 150




&R T TR T BT 50 TRITR ¥ (@R P TURT @ R g
G A 7 <) T Saf B SR W I e uRa B

xRy <07
Solution,

Statement of profitability and pay-back period.

Particulars - Project X Project Y
Estimated Savings in Scrap 6,000 4,000
Estimated savings in wages- 48,000 36,000
(A) Total savings 54,000 40,000
Cost_of Indirect materials . 3,200 ol 2,400
Cost of Supervision | - 6,400 4,800
Cost of Maintenance _ 4,400 | 2,800
(B) Total cost ' 14,000 10,000
(C) Net Savings (A-B) 40,000 30,000
Less: Tax @ 50% 20,000 _ 15,000
(D) Net Savings (After tax) 20,000 | 15,000
(E) Cost of Machines 1,00,000 60,000
(F) Pay-Back Period (E/D) | ‘5Years 4 Years

?ﬁruﬁﬁwﬁﬁaﬁaﬁmmﬁméaﬁqﬁmaﬂ#
T WRIRT T SA e
Example -3

Te ol P T A @ Ha Bl IR B @ 5l &
TR 37 g7 § SUSE & Uchdd P dlTd 50,0003, & | PR FU
o= a1 Ui © |

i Fore futam




fafeagm faute

Year Machine A Machine B
1 15,000 . 5,000
2- 20,000 . 15,000
3 25000 20,000

4 15,000 30,000

5 ' 10,000 20,000

gTat ST SR YATde Ay & SURTRT SATHETAD B
- TOET B §Y ARSI T e #eie &1 == =mfeu

Solution,
(1) Pay back period-method
Year ‘MachineA' Machine B
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 + 15000/25000 years -

= 2-3/5 Years
Pay back period of method B = 3 years + 10000/30000 years

= 3-1/3 Years




R A A TR |

(2) Pay back Period Method

Machine A Machine B
Rs . Rs
3rd Year (2/5) | 10000 4th Year (2/3) | 20000
4th Year 15000 oth year 20000
5thYear .| 10000
35000 40000

ERUCRE B IS NES B CID I A R DI G R o i e
ST dar 99 31 9§ SwH § 3 7YY 9 &1 hd Sfd e

29 R

- ot goTed v oty @) e Aeaqel 9 Wi e
2| ST T T PG AR B B 9 9 e B
R ErT &1 3R O @l o e el § R o aut @
URIGE UTST 811 1 [HIET 81! & | Gl gofe & STl SRaimfa
Wﬁ@ﬁa@%a&iu@ﬂqwﬁwmm%‘aﬁqw&m
G T HABTH IS FANT & arell URASTT FT & g
fFar S & srerg ey fafam § e e a9
AM g g9 BT ARHTBOT 51

210 FgIdei]

. WW%—W%WW@HWWH&
P AN T

e omReriar — et R ool wd @ aReTar s @ 39
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I8t I* e e @ o el YRy gotl & &1 fotg aged
wy 3 forar o B | | j
Rt 1 e o o A o 2 | ol s i |
ITT B IR W (e quf § goi @9 o fd @B aod Ui 8
ST |

e e e - g R B s A A R @ |

cwm‘?r?wwmmaﬁ%ﬁﬁ%ﬂ‘mﬁaﬁwﬁwm
TET HIAT T Fhe |

211 W-R$H I |
1. ol Ioied @B WEETd §Y $9P HEed TR Wehrel SIiery |
2. Ouf goied @1 fafr=T fafedl @1 favargde e IR |

3. Uoll goted B uihar &1 Ue Siiefite Rl & gRearr |
&7 Hed 87

4, tgs?[amﬁfﬁﬁrfﬁﬁﬁféﬁrﬁaﬁﬂﬁqﬁﬁ&uﬁw

. AR wieror B |

FHIFAT dol g IOAH Tod AT ARG YA T SUNTH Pl
ATCHS T I |




TPIS — 3 Yofl G@AT & RIg (Capital Structure |

Theories)
EEZERCRGRCE |
31 9%y
3.2  UEEA

33 Yol A<Er &1 g
34 YN we & fagr
3.5 RIS

36 TRl

37 W-UNE U

31 Sg.W
Y 3 FPIY B IR B IURG 59 A9 &1 wad) b —
— GO GYEET B G WD,
— Yol 9Tl & Ragrar o ga1 9@,
— Yol EvEe & Rigisal o1 favemor ey ae,
~ OO R B e B ST § Hee 9q7 6 |

3.2 Yra-r

foeft A Wrea # goft W @ fegra weayel i
STTTIDAA B YR R iR ot & 1 golt wRe & Ry
FHAT BT Gl B TRET DY AT & AP I Rigral B MR

TR Yol 1 AT fobar S € 1 gult wRe @ gt @ e

Wﬁﬁﬁww ST AT B |

4]
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aﬁ:dﬁﬁmzﬁrwmﬂﬂqﬁﬂﬁ?ﬁ?ﬁﬁmaﬁmﬁ
PrtRe HRe T eRh aedl ol e # R ged § 1 o o
Y Sl ST, W TR A o e, S A A e
grat o7 &9 | XA a1iEv |

3.3 tix‘:ﬁ W%Fn @1 arel

g yewe R afoyfadl & S aReaRE AT 3
Refvor  are AR gd uRRefR & wed # HRat 81 gon
ST el 1 e ¥ I gedT § | Uol ¢rar 39 ke Bl ARl

| w @ <armal & Rt @ QR 8w AR I ghRerad

oI Ehel et W | geh @i Srdera o o SueTerdT uard

 aitd ATTe, GReT TR g & wed iR Skaw @ " anfe

a9 ARl B |

3.4 Yol ¥eaT & RIGR (Theories of Capital Structure)

T ) g B AT o Rigrt o ufuie fhar T4 g |
e B et SR Gl B G T @ A S v e § oafh

| mmﬁﬁﬁéwaﬂ‘é‘fm%rﬁﬂﬂmeﬂa%@

qofver 3 07 & e goll @1 fAsror wiverr 1 guft @l ST T
ol d ol & AT o) el e 71 ore: Tl wiven 1 il
TR $ e § iy o F gd gon 1 AnTd Ud SHET AR
%a@w%ﬁmmwaﬁ%ﬁm%lwq&ﬁ@ﬁ
WY & Rrgra TR wiken &1 ol e | ol @ o U
ST T B g TR TS et YTl Bl g & | ol SR &




fafoad @R uE Rigra €1 |
1. g 3T Rrgr< (Net Income Theory) —

g SUNTH §308 & gRI fur 1 o | 39 g & 31uR
gl @ AnTa iR WRe & Heu # e Biar @ | rifd Yol wRas
& URGET A W1 Dl Yol R T SAH o g wifa
BT € | 39 RIGTRT @ QIRTR Ueh ARRyT 2T 319 Yoil TRamT o 0
Uuil 7 318 S TANT BT A | VAT By | FRT @
Yot 1 AT <AqH 8 S0 3 3R FHAT 379 Yoll IR U™ @) &%
# gfg 81 o 81 a7 Regra fFeafeRaa Al ov amenfRa 2

o Uil WREA # O golt A ghg g R wwar Jrewniay @l

gfte & ikeq gRo # By gRacds T&l 3 B |

. ¥ QUNTH & STAR JdHelad Yoll AT, Uoll &l AN
AT AT G FH FGE oI MR B A AR W AR
gl

o O SN A AT T GO @ AT 9 e el 3

o meﬁﬁﬁmmél

TR { Ud 0T & qIOTR Hodi & A0 & a-7§ BIT & | 39 A
F ERT W {6 & Aham & |

Total value of Firm = Market value of equity shares + market
value of Debt.

or V=S+D

wﬂwwﬁwmﬁ%wwwﬁuﬁwﬁﬁw
fasar mar g —

Market value of equity shares

Earnings available for Equitv Shareholders

 Cost of Equity Capital or Equity Capitalisation Rate
E - EBIT-1

S=— o -
¢ Ke

Y1 A o s iedak i Sy oy T o




. fafrgm frota
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YR RO F R @ Yol T WA ST (Overall cost of

- capital) BT fafor B e e 9RT E -

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

Or K =—E'13LT-
4

i

Example: 1"
W%ﬁﬁ@ﬁmﬁaﬁmﬁqﬁmmmpooa%
F @ U 9 UISE 9 4,50,000 ®. B WO UF B FEA
goliaeT & &R 15 YRR 2| g o Rigra & AR 7w
gRRerRyal # wrl B qeu =0 BT |
(a1) MWW@HWW@@“&WW
@) ﬁmaﬁz,so,ooo"ﬁ%wﬁmaﬁaﬂ?mﬁﬁ
wmﬁﬁfﬁﬂaﬂf&mmw
() I SO} BT 2,50,000 . A T XIT TG 3R T FHCAT
miﬁrﬁfﬂqﬁmwﬁﬁwmmﬁﬁwaﬁﬁmmi
Solution,

(a) (i) Calculation of Exiéting Total Market Value of the company:

Rs.

Earnings before interest and tax (EBIT) 1,10,000
Less Interest on Debentures () ' 40,500
Earnings available to equlity shareholders (E) 69,500
Equity capitalization rate (Ke) 15%
69500 _

Market value of equity shares (S) Serig T 4,63,333.33

" Add : Market value of Debentures (D) 4,50,000
Total value of the company (V = S +D) 9,13,333.33

7.5 T I PSS POy E N T




(b)

Calculation of Existing Overall Cost of Capital:

Ko=¥x 1000r 210000 4 00-12.04%

9.13.33333

(i) Effect on Value of Company if Debentures is incraased to Rs.

7.00,000

Earnings before interest and tax (EBIT)

Leé.s * Interest on debentures (1)

Earnings available for equity shareholders (E)
Equity capitalization rate (Ke)

Market value of equity shares (S)
(= —‘—E—or 47000)
Ke 15%

Add : Market value of debentures (D)

= 3.13.333

- Total value of the company ( V=5+D)

©

(i) Effecton Overall cost of capital :

EBIT
x

KO=—7—— 10001‘M

T I77

13,333

x100=10.85%

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

Earnings before interest énd tax (EBIT)

Less : Interest on Debentures (1)

Earnings available for equity shareholders (E)
Equity capitalization rate {Ke)

Market value of equity shares (S)

( E 92.000}
S= or
Ke  15%

Add : Market value of debentures (D)

Total value of company (V = 8+D)

(i) Effecton Overall cost of capital:

Ko=ZBIT 120000, 100=1274%

63,333

x 100 or

1,10,000

63,000

47,000

15%

3,13,333

7,00,000

10,13,333

1,10,000
18,000

92,000

15%

6,13.333

2.50.000

8,64,333

g
L

N V] DI SRt Fab eyt

ri | o

i n Wb 17
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‘ﬁwwﬁﬁwﬁaﬁmwﬁaﬁmw_mﬁrzﬁaﬁ
- qﬁaqﬁ@ﬁaﬁwmiﬁm%mqﬁw‘ H 0T goll

& WA B GG W & A 39 TP iR A B B e §F
W%ﬂ%@ﬁﬁﬂt’g&ﬁﬁmwsﬁm%lmﬁuﬁﬁ
mmuﬁﬁwmmﬁwﬁ%aﬁwﬁmﬁmwaﬁ
w%m@aﬁwmaﬁ%wwﬁWWﬁﬁgﬁ

o TP & R o 1 A  gfy €67 4 gl Y e F A B

2 iR DO FT SO e I e €
2. s gRara 3mg ﬁl@'ﬂ (Net Operating Income Theory)—

ﬂ@qﬁwmﬁ?@FﬂWWﬂﬂﬂ%ﬂ@(oewd Durand)
T ) T T o7 | R U Rt Y€ g IR W Uha
St | = R B SRR ot @ @ SR SRRl @ Hea
et ) U T R AT AT & areif goh ke # uRad |
el B Heu § Rl TR Bl GRaciT TE I 8 | R A el
e ¥ ) B R it o e BT e |l A g T
R S e € FT gl A gl BT W Tt B U geett
%1%@@?{%@&@%@?%13@'6%@%@#@
B T ¥ | S URVITRGRY GHAT ST A il B6 M 1 SN
3 ar wHAT o U SR ¥ gy @ BRI B SR
&R Gt <R ¥ uRae @7 R & Hed U T el e 3
&1 ST ¥ | T TR TG uRerer o Rigr I8 Il & are
wwwﬁﬁéﬁmﬁaﬁﬁmmm
& o I FIT DI

g uRared 3 &1 e oy forfag ArgaRl W

TR 8-

CEPATY [ RGN M E T 1 B

T T




1. O Yol @ et Rer = B
2 PR R P aRac TE e 2
3. WM BT el Yol B Wy goil O o gl # i
BT HECIRIA & s faf iRt wRm @ gt e a7 YoliaRor
PR AT PT o T Pl B

4 @Qﬂddlﬁmm@ﬁ%ﬁqﬁﬁqﬁg@ﬁﬁmaﬁ
SRa# eRoT ¥ gRadH e 8 | |

5. %ﬁﬁaﬁmwmwﬁWfﬁwﬂmww
A W& 8
ﬁw@wa@gﬁﬁmm%mmélm
Tl & Ty 991 g3 &1 U fasar o § —

Total value of Firm=

Earningsbefore Interest and Tax Y EBIT
orl'=
Overall Cost of Capital Ko

IO A B T AHAT Yol B TR e (B) DY 10T
BH B Hel 7 (V) 1 9 R0 B IR g (D) BT TSTHR B T
3

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

S=V-D

UPHR T a8 —
Cost value of equily capital =
Earnings available to equity shareholders or K EBIT -1
- Ke=_220 71
Value of equily SorlV’ —-D

47
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Example : 1
wie fafiice =1 =7 faeror uwga far -
T AR TR gd 3 200000
10 Ufdrerd =aret @ 9% 9 ;o oram 700000
Y e p R 12.5 gfererd

gg aReTer 3 RigTT & SIgaR GH T I P
. ad e TR @ for |
2, mwsoooooaﬁamm%w
3. 19 FUT 600000 ¥ USHIT O & |

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}E]fir . 20000100 =16,00,000

Ko 125

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

Capital Structure;

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

38 Less: Interest (i) | 70,000




Earnings available for equity shareholders (E) 1,30,000

Equity capitalization rate =

Earningsavailable for Equity Shareholders x| 00

Market value of Equily
Or Ko= i x 100

_ 1.30.000

= % 100=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%
: V) EBIT _ 2.00.000x 100

Market value of the company Ko 12.5

16,00,000
(il) Calculation of Equity Capitalization Rate (Ke):

Rs.
Market value of the company (V) 16;00,000
Less: Total value of debentures (D) 13,00,000
Total market value of equity (S = V-D) 3,00,000
Earnings before iptereét and tax (EBIT) 2,00,000
L ess: Interest (1) 1,30,000
Earnings available for equity shareholders (E) 70,000

Equiry capitalization rate =

Earnings availuble for equity shareholders x 100

Mrket Value equity
Ko= £ x 100
IS'
1.15.000x 100
6.,50.000

=2333%

§off ww & s
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(C) (i) Calculation of Market value of the company when debt is

decreased byRs. 6,00,00N:
Earnings before interest and tax (EBIT) 2,00,000

Overall capitalization rate (Ko) 12.5%

EBIT  2.00,000x100
Ko 12.5

Market value of the company (V)

16,00,000

(if) Calculation of quity'capitaiization rate (Ke) .

Market vaiue 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 =

Earningsavailable for equity shareholders x 100
Market Value of Equity

Ku:£ =% 100
, S

1.90.000 % 100
15.00.000

=12.66%

TGRS T W W B § 5 gl wRam § o A
3 o BT T W B T TG 23,53 SR 8 R 31 36
Wﬂﬁ?ﬁﬂﬁﬁﬁ%ﬁﬁﬁﬁﬁ%&%wﬂ
HERDY 12,66 WIS &1 T | |

o5 Fp

TEERT




5. mAfreaE § frax Rigrea ar waew. Rigra
(Modigilliani and Miller Theory or M.M. Theory)-

ASRTeE 9 fer Rig, g8 R s g &

T A ol o RigT & g W SedIoT BT S Fwar

3| 3 ORI & Rigrel @ oTaR dofl weae # gRadH o1 R 9
W@W@Wwﬁaﬁﬂmwaﬁs‘mﬂﬁm%
WW.@.W%WWWW,%WW
R & Bt ¥ 1 e g Sare g RAET R @ e W
G YT Y SR B veT  BIE Heer I S TR
T8 vt 2, ad T g 3o fa @aeRe e wRgd
e 2 ok gae Rig o @ ford T, Rigd 399 felt
e R e FRaT 2 | 3R T g @ @ g T
uH, fag # INUOT (Arbitrage process) Ay w1 wAET fdhar
T B— |

(1) e @ @Y seaRRerir ¥ Ardfierar 9 frew g
(Modigilliani and Miller Theory in the absence of corporate tax)—

o B @ R # vE. v Rigri g aRare o
¥ uRads § W @ TR ool Td T Rl @ el ded
ST &l ¥ | ST BROT IE 2 o s viven @t ot WREl
ﬁw@%aﬂwﬁﬁaﬁ@mﬁa@tﬁmmwmeﬂﬁ
et SIRE 93 STl & Rre 707 goll &1 T g © 9 WH
ﬁﬁmaﬁ%aﬂvwwwaw@aﬁwﬁm
TZWﬁW§I.WWWWWWﬁH%%
<R @ oot A FiRer # e o, uREre oY S T B
Wﬁ?@?ﬂfﬁ&ﬁﬂﬁtﬁﬂ?ﬂﬂfﬁﬁ%ﬁaﬁmq&ﬁwa
FRerall & TR Ul T U4 R 1 e RN Afha
(arbitrage process) $WW—WH€T@W%|W
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ﬁmﬁﬂ%aﬁzﬁrmwaﬁwﬁ@ﬁﬁamw
mﬁmﬁﬁﬁﬁmﬁélﬁmﬁmww
¥ Tl &1 5w Rigea ¥ T T a0 0 @1 g SR 1
SECETSRA

A. Ltd. B Ltd.

Rs. Rs. _
EBIT 2,00,000 2,00,000 -
14% debentures - 6,00,000 -
Equity capitalization rate 20% 17.5%

T, R & AR IqGaa I w7 Tou uh
=Ry | |

AlLtd. B Ltd.

Rs. Rs.
EBIT | 2,00,000 2,00’,0001 -
Less: Interest () 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=S-D) 1170000 1142857

200000100 200000x 100
1170000 1142857

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

PHTIIy -

e o e |

==




SR T A < B & b AL, BT G A R s
ol wRa ¥ 0 gof) @1 WA AT €, B Ld. B e AR §
U, e & aR a8 Rufy ofts a9a e 81w 3ifd
HAH TR W 3T S |

Adfrerar @ fer g frefeRed Amadel W e
TRa ¥ -

or T 2iaT & o vl o R AR @ Wi s g

9 o aroiR ¥ ufemfyEt & ma—Rma B R BIE A Tl
S 2 ok fafredr W T o) € o7 3 WheT & A1
A B | -

W)  wRen @ gedied B3 @ fu i e aRere o
& e ¥ TN YN (Expectaticus) ST T |

<) qﬁwqﬁ%mﬁﬁﬁaﬁﬂvﬁwﬁwzﬁwwﬁm
F B fow wam B § | Raedia ffdiea! o 9 gER @l
WA A B0 ¥ Sueel Bl § |

q) R R R el o faaRer sfeenRaAl B A <R §
T eI T AT T ST 100 TR 8, Big ufenRa
I 8l B |

R) RN Bl BIE A TR BT U L BT |

@) i Al @ AR ShRaA gt (Homogenous Risk Class)

ﬁﬁmﬁﬁﬁﬁmmﬂm%ﬁwu—ﬁzﬁaﬁﬁmﬁaﬁaﬁnﬁrw
F AR Sftgd BT WR GHF 8T # |

2 g @ Y femmar 9 Ao 9 firer Rigra

" {Modigilliani and Miler theory in the presence of corporate tax)—

i e ¥ e
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A g e @7 aE Rigra @ B wRen @ goh
e A oRad § W A v G T R @ g
T S W B, A ax @) e ¥ wd @8
W@fﬁwﬁﬁmiwwaﬂﬁﬁw%‘laﬁ:aﬁmgs@
o ke B I33ed & @t B el A 2 A & e g

| %W&%mwﬁaﬁﬁlaﬁ:ﬁﬁéﬂ@ﬂmw

HREA A T Goll BT WA B B o I9 W @ W gl
ST 4 81 Sl & TT Rl &1 cd 98 WIe & 59 UoR Sy
IR {1 & IxeId (Levered) areh HRIT BT Rl oo =1
S A (Unlevered) BT o et Toa & 9 BT B
I A e ¥ Rl wRen B e o @ TR B v
B AT — |
Value of Levered Firm (VL) : VL=Vu+D x T

Value of Unlevered Firm (Vu)

Vi Earnings available for Equity Shareholders or Viw EBIT(1-1)
Equity Capitalisation Rate Ke

here

VL = Value of levered Firm

- W = Values of Unleveréd Firm

D = A_mount of Debt

T . = Tax réte applicable to companies

EBIT = Earnings before interest and Tax

Ke = Equity capitalization rate




Example :1

v RS ve am o o wd gfteat § v & Ruamr
Tqes o5 Ta o1, o1oFl Uof wivaen § 0 7 SUANT A€ el g
Srafs ara far. Y ol |aaT # 12 TR arel 150000 .3 FOTTH
%Iﬁmﬁﬁaﬁwaaﬂﬁqﬁmmooooﬁaﬁiﬁ%‘ﬁﬁ
T Yool BT a¥ 16 SRR & 1 TR a1 A &R 35 oI A
7 Ao fier ReET=T a1 e e w B |

Solution,

(1)  The Market value of X Ltd. (unievered Co.) which does not use
any debt.
_EBIT(1—1)
Vu Ke
= 400000 (1- 0.35)/ 16%
= (400000 x 0.65) x 100/ 16 = Rs. 16,25,000
(2)  The Marketvalue of Y Ltd. (levered Co.) which debt of Rs. 200000

VL = Vu+Dxt

1625000 + 150000 x .35

1625000 + 52500 = Rs. 16,77,500

ST O & e BT & 3 ara fr o 6 Levered Co.
2| BT Tl Ted Unlevered Co. Ta for. & o & |

MAfTaar 9 o) R &) 97 (Limitations of Modigilliani
and Miller Theory)-

=4 g B @B TE AR B § -
(1) forma @R @1 a[uRAfA (Absence of Corporate Tax) —

5 R @) A 98 ¥ R g P R @ e T e

ST & | SEoE ORI &S ) @ for derdl A &g g Sidih

g He & freT
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B 21 @ Ry 3 ol o o Rifvdomet @ aeed
mﬁra%gwﬁaﬁama?ﬁgﬂﬁmaﬂﬁﬁlsﬁ
HeRERY TS B BT AR Hd TS T & w37 aifdr
B 2| -

(2) -aﬂ"\’ﬁﬂ'\’ drTd @1 auiterfad (Absence of transaction |

costs)~ AU RGNl & R HRER spifd afmgfifar & |

SN2 B I AT T B & e e e ST &
g8 g TR 8 uifodl @ oF <F @ arTa B B | @l @
HRYT kgl & g W U g Wl arafde I | HE 8
SRl 21 39 WeR [(FER a@rg 9 & w9 8 9 @ BRU
Wqﬁo‘mﬂﬂgﬁag‘rm%f

(3) SiRaw e (Risk Factor) — agﬁi@v—rrwﬁmm
menRa & fb wab el g aafaasra e agg 9t 9 e
forf¥era I3 v €1 e IR W R @G & e @R . SR
e A A 9gd F=rar @R 81 S @ WU H ww Rfae @
QI Se g1 9IRG 37l & rgura o & WfiT 8l 8 U

'mﬁﬂjmmzﬁrwﬁwmﬁawﬁﬁm%l

(4) WA UidEe (Institutional restrictions) — TA.UH. Rigr

IRIRUUA UfHAT @ Whel Ao R SR ¥ R SFelds
HHIN § T hraet H gRacr il fafiversll @ fog g =
ST & | =01 Reifd 3 e Skt R ehaker w7 o e
& B wpaT S b srRar AT @ fordt smawe ¥

4.  WRAEE I (Traditional Theory)—

RERATT RigT= gg 3mg g 1d g akareH Rigra
%ﬁawﬁ@mﬁwwsﬁﬁwﬁﬁwﬁaﬁﬁ%mﬁ




g 3d Rigr= a7 o8ar ¥ 1 ool wRae § 507 @1 v G
% ed B 9PN § SR GOl B G B BT B, 98 Y&

ol o1 ®1g st 781 21 wRRPa g A 37 <E faaRe
RIS B 3 ARGl @iied & =07 yoil &1 dre |/Aar doil
P AT &) ol F BH BN B | 39 NG & AR U Al
ST G TRET § e W o F G A gy e o R
UOT @Y AN BT HH FR G 2 W] Yot AT H U dr o
A 0T g R AR D FHE Yol ARTd H ghg BT § Ud
AR BT Fe Yod BH & S 8 | 36 39 g & AR R
ot va AT Golt @ Rrdreaol fysrer gRT U wiRen arh W vl
E1 T Y B Y A el el P qeT O R | $ TP T8

G | & 3f7aX deldd Yol H¥eT &l JJGROlT Pl
WPR BIA B |

1 Yol B TFTd & Fel o W TS+ arel U9TE &l 17 9 aRo)f
Y o axe W faar o7 |war 2|

Example : 1

U BRI & R H T geEni Sueal 8 —

& T4 9% B g4 ™ 300000 .
- RYT 400000 %,
U DI AN . 9 yfesa
GHAT B AT 14 UfrEE

IRERIT TG 61 TN TR g HHA @ Jodd! To
GRS

Isft d= & e
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Solution,

Computation of value of the company and cost of capital under

Tradiitonal Theory.

(D 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
. F 2.64 000 % ]()()J
1 S=— oy ——
Ae 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)

KBIT 3,00.000x 100
= x 100 or —m8mM—
I 2285714

Ko = 13.12%

Example : 2

YT 1eTfics @ 3000000 &, & fAFRIN O &1 @ &% & 4
31 300000 . & | IHM # HF T BT TANT F8l DY V8 &
TRISAD URT O ol WA A uReda & e o ¥ -
(1) 6 UREE % 600000 ® B WU I GO B WH W
safveenfi e Rl o | U e G @ T 1035 TR
ol gig B | |
(2} . 3w ySil & =M WR 7 URTEId 12,00,000 ﬁ.?ﬁmﬁf%ﬁi
G | 3 A Yol @1 AT ¥ 125 ufdera gigge o amem 2

F gt

R




Solution,

Computation of Market value of the Company and cost of capital

under Traditional Theory.

Present Proposals:
Capitatl 6% Deben- 7% Deben-
| Structure lure ture
Rs. (Rs.600000)  {Rs.1200000)

(i) Total market vaiue of the company
Earnings before interest and tax(EBIT) ~ 300000 300000 300000 3
Less: Interest (1) - 36000 84000 p
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=5+D) 3000(500 © 3150725 2928000
(if) Overall cost of capital (Ko)
{Ko = EBIT/V x 100) 10% 9.52% 10.25%

3.5 N9

e o) TR RRIRG e B a1 R dre et geR
T Yoll & a0y & FuiRor 9 wafd 81 | Golt @ efeprel
AT H ORI ST W 8 ok g T goft, gaifie gofl o
TeFerTeli=T 0T g i v ¥ | AT @ @rd ot 3ref el
Tl & WY ¥ EaT B 1 39 el i der s gaf
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2| Ul @) 3 e S Rl o du wwele s & Wi g
3| i yewe 39 R ufofodd & dra aRERS U
ot o TeTel d TRReRRY B Wt # w31 R
wiver & et TRl ¥ 5eu T A oot e e 31 {oh
B AT Td S et Hed DY T bt ¥ | arct: o e
@ﬂma%ﬁwﬁﬁrﬁaéﬁ@lujdﬁﬁaﬁwquwam
TReN @ e R U el JHTAT T S AT AR E |

36 gsardoll

. ﬁﬁwm:mwﬂﬂm@m@m@r
Fare @dl @ T @ ag o omd UY &l 8 S gH
e 3g B 8 |

o 3w qoft : oiw el W arer HRE &) @ gult 9§ SR
A o el A R |

o  yatfrer afer ol : i sfer gl & oo T ool
R 2O P & Rued & wH qEifeR sweiRal @
T @ S & | 9= UBel au¥ o T PR Il T

o QoM Trar : GO e W e B 3 0T GOl JFerar 3f
ool G E |

o fachrr oren : Ay g, ol @ ¥ @Ue w8 3R
st o v aifr < ATl el T S g

o wrufdg wiar : wAIRA @rd o e, wegul wrfarl @ Wy
IR | o ad e TuT ST AR S AT
G

3.7 W-WRd Y3

t ool EREe & @ e ¥7 goll wxe @ Rigr of da
H FAASY | |
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LEHLY RO )




.@mﬁ@ﬁﬁmﬁmlwmmw
s Rrgra A 59 yer =1 87

Aot @ fier Rigra @1 e HI T Ew]
JHY sy | B

frgr= @ AEferar g fer @ AFTe B favega e |
AATHD Heuidn DIAT |
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TP — 4 TRAIeH U4 O Solad

(Operating and Financial Leverage)

SHTS Pl HUNET
41 Je<wE
42 UREITEAT

43  OIf¥Ew Ug ey
44 uREned Sed o e
45 ﬁﬁﬁ’meﬁ‘m‘cﬁaﬂaﬁ

46 fIciry Swiieid &1 T8
47  TYE Iilcld

48 NI

49 WRITST

410 WW—UWND U3

41 g™

9 SHIE Pl g & o1 MY 39 IR & G & —

. qRETe Iedicled &l 31 ol | |

o fIcTa Swiierd &1 aref aar I |

e  GRYeM Ud [IaiTa Iearetd] @l JETERYT ER1 THE D |
o T Pl UL B SHGHA DI IKADI P GIRT &l b |

4.2 UYXIG-I

- R A ) W S @) Aeyel et Bl 8 o

R IR




AR R Yol a1 o o Sediers s Hee Gt Fm 2 |
TR SPIs H URA Swiicie U4 iy Scdd &l HaraR
mﬁﬁ%mw‘s‘dm\mas TR0l BT B BH A HH yard B
R T4 o W ol e SuIiia e W s w9 wfE 9
Hfes q 31 aoi IS Bl 9ard

Jietd d B e 2| 9g9d Swildd  uRare U9 I
Il ARIT @ IS &Fdl, WiRgH Ud Al ggear &l
e @R B | |

43 Sclld® (Leverage)

et v § foanw @ fordl SiieTs ok a1 WAl o
2 UR] I Bl G B e F W vt g Bl GANT B
Sfed g | forast ve Wit Rerfer o1 aRargd & o wverm g

Rem @ # @ o of ser o G A O W o B

HoRIwY THIERET B ATE TR TS drel YT BT U ST
ST & | "Scileids ¥req AT, e W forar 72 & | 9% Sciier
(Lever) @ 35T & SR U TSI o iR ywTaITE ST B
I 2 | Jedler ¥ Moy W Rafd 9 & R &9 gd ovman
SR & S aure SETT O AT &1 A1 fE W A BT
RoaT O e 2| B B feq v e g FunTd
gfeferal @1 ITT—3Te ST Bl 2 | |Aar 3fe uRadweiet
ST gretl Ufenyferdl 8 8 i FU3, THYH g YASER e
Wﬁﬂ%mwﬁmwwﬁaﬂﬁﬁlwﬁwww

JqAT FOT O JaE Bl PRI & A IR 7T T g8
TG T HRA B [oT0 Iledd Dl TOFT @ el 8 | Sealedd
M UPR & 8l & — (1) uR9re Siieid (Operating Leverage)

(2) fo=Na ISP (Financial Leverage), T2 (3) ¥gdd Ilicidh

i v faed
\)E‘ ich
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04

(Combined Leverage) | 71T faa=omca fade= mt faar o <ar
2 |

4.4 YA Icdiad® (Operating Levera'ge).

yfRETe Sadleld, aRTd—arE—ar favemer & g &=
ImfRe 21 uREre Swee Wi Refd @7 oReres 2 e we

W_aﬁmﬁmﬁaﬁﬁ@mﬂmawwﬁrwﬁwm |

JET HIAT BT 2 | AR fSraept Wﬁwﬁmm%ﬁ

e | gl SR fAofatl # Swiies (TatadrEi—atwaeeor @ diere)

BT WG eI BT 8 | IRETe I Bl AT Bl ST PR D

fafder @ fead €, R0 @ B To 31 50T fdhar S WebdT § |
Seles — Variabie costy

Earnings Before interest & Tuxes(EBIT)

Contribution

(1) Operating Leverage=

2} Operating Leverage= .
@) Op & rag Operating Pr ofit

Percentage Change in EBIT

(3) Operating Leverage = - —
Percentage Change in Safes

U8 YRETH Siicis 9ed a1 99 WX &1 81 9ol 8 | 9=
AR Sedie wa & R SRt 2, s T wRe A
A agd B9 B &1 P aReTe S Yee @ frg agd
o @ 2, i S TRET B T g i T 2

aRETe Swaiers @ faRrem —

1 agafie Sk

) Pt fig & T

3. <l Al | g
Examgle - 1

o1 9w & fav uRares Scierd @) 9T g :

LA S L YT A PR R [Pty I LT




]
- i
, . j
Particulars Company X |Company Y {Company Z o 4
Output (Units) 30000 40000 50000 i
Selling price per unit (Rs) 9.50 10.00 10.50
Variable cost per unit (Rs) 3.50 4.00 4,50
Fixed cost (Rs) _ 90000 190000 240000
Solution
Statements showing operating leverage :
ltems Companies
X Y Z

TSI

Sales (Output x selling price per unit 285000 | 400000 525000

Less variable costs 105000 | 160000 | 225000

Contribution (Sales-variable costs) 180000 | 240000 1 300000

Less: Fixed costs 90000 | 190000 | 240000

Operating profit or EBIT | 90000 50000 60000

Operating Leverage (Contribution/ 2 438 5 i

EBIT) ;

Example: 2
p

g, RGN B <onTfi e 50,000 SpTSAl ORY Y &
amﬁmuwwso,obogwﬁuﬁraﬁ%ﬁmwmaﬁ
s & URadNe AT 6 . 3o 81 e A Rafeat |
oRaTer e @ T BRI |

1 gfe vl oy 20,000 &. O 99 B
5 ofe v TS 90,000 &, Wi 9y B/
3. Tfe < AW 1,40,000 . WA a9 B | ' | s
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Solution

Statement showing Operating Average

ltems Situation-! Slituation-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
Operat.ing profit or EBIT 190000 30006 10000
Operating léverage ‘ 1.33 4 12
{Contribution/EBIT)

w@wwmﬁmﬁhmé%w—ﬁ‘@_wﬁ
IR ST B AT e onel & S9-3% uRerem Siies 9
Wﬁ%ﬁmﬁ%lwmaﬁqﬁuﬁﬁﬁw
rﬁmsaﬁwuémmﬁma%mwwqﬁaﬁwﬁ
W S H 12 T uRad 8|

IRATAT Scdtels @Y 71T (Degree of Operating Leverage)-

RETer Ieilers Ay # B arel ufRrer gfy s e
Eﬁwwﬁamawﬁﬁeﬁm?ﬁmmq%maﬁﬁmﬁﬁ
1 yR | garar s dear § -

Y Changein EBIT
% Change in Sales

45 [ S«@® (Financial Leverage)

fIsia Scids arada § =mR &1 & Wl 2 d@ver @

DOL=




uRerer o # uRed @1 Rey Rcia =l & gide W @
wmqqé’fusm%aaﬁﬁqﬁﬂmaﬁiﬁwwa‘a‘fﬂﬁﬁ
Rer fIclig ! @1 T BRAT & B 8 | 59 el & g B
qeeTe 9 GRETE o UY EATREIRG @ e B 2l
R Tealeres BT TR PR g &Tol W gd T H qRac Bl 3
TR & fofe Suerel @ TR TS el U1d ¥ & g 1 aradraed
Wmﬁauﬁaﬂ%—g@ﬁaﬂmzﬁg&mﬁﬁmmqﬁaﬁﬂ?ﬁa
ST ATl ol @ SR @R WEG 8 | Q@R 3R, RO 0,
SeETEA O, SEE enfy U} ffEE ¥ W i a1 @ a
¥ ok eI o uRAETS @TE Tl Ut e HE S &

i Seieis T aqear 2 f gof e § [ e gun @

T gl 1 AN fea argara # far war g wde fafew
Rreqdie Scla® &1 Rer @ arell afnjferdt ofi. afad-eire
mamﬁuﬁvﬁ%ﬁzﬁqmﬁzﬁwzﬁmﬁwmﬁﬁl
il I B WA UR R (Trading on Equity) 1 FATef]

T TG 8T 21 9 39 WG] W @R b1 8 gRegd WEe g
FRaqt SR gaT ¥ | IR sy srRe fawra fawia
(Earnings per share or EPS) 1 €1 dct UReRA 3 a7fact & | I8 R
SR Rr TR e PIST B TN AT I HIROT 3 B SUTST TR
TS ATel T @1 v Sl B | fafi g 7 iy Swiers
1 Pretifed @ @ aRef o 2 ‘

SONT Wil @ FaraR, “facia Sciree wdeen @ O
0T 3R T & 8107 i Far 81

S 49 B @ it ¥, Ay S H el T
IS BT TR WRIROT SR & uRied B g% B A |
fean T 1

ELIC

Oy
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B 01 Goll—agare A1 et R # FO-geh @ S @
wy # o far o wwar 210 |

SigaTeer & v ¥ R Swias W siTeRE; B
e arel wearg ufrerd e g gl @ v ufeeg @
RS AT BT Bt B 1”7 |

Ta. . fireds & auR, el sads @ 59 A fRer
D Uil 3T S (EPS) R T UF X Y9 1 (EBIT) § 219 arel
URITAT & U9IT BT 97T S T |

wﬁhw%aﬁwmﬁrﬁwaﬂmmﬁm@rw
CIITE @ gor1 # e 37 3ifvia el 2 | @i wY ¥ g8
RT3 AT SRR T STa Bl Fer & |

facia Swileia @1 AET (Degree of Financial Leverage) —
faeia Siiere emTce JierdT FUMHS (Tgaret SFrar Hfiidne)

B Wl 8 | L Iecilereh 9 AT AR & o8 &AM U v gd

3T (EBIT) 1 3% 01 R 3 &9 &) oX & A B &1 5w

TImI, o9 1ol g4 BR g4 S (EBIT) B SR FU-YON WX 2

STST &1 &% ¥ &H Bl & | T Seareld FOTHD A oflel & | UET
SNAD BIBRS BIAT € Ol AR el &) amg § o) o
<1 € 3R S Hod &1 A AT a7 81 IR @t v ax qd e
(EBIT) &) &% 9 R &1 & ¥ & AR 1T 2 a7 =i Rerfyy
ﬁﬁaeﬁ%ﬂﬁ@?ﬂaﬁ?qﬁm_m(épsnﬁmﬂﬁa

w2 | fawia Saias & ) @ S ar fe 8 gedr &) el

SIcTd 1 T A g P ST Ahdl B |

SR Cov— ER7R TR L

¥21 L1 BT e




FEBIT
EBIT — Interest

Financial Leverage =

Taf U, EBIT = Earnings Before Interest and Taxes

EBT = Earnings before Tax

Example : 1
d= wfdl @ ficha Scee @) ToET PIfTy |
A Co. B.Co. | CCo.
Rs Rs Rs
Equity Capital 25000 10000 | 40000
Debt. 25000 40000 | 10000
| EBIT 7 5000 5000 5000
Interest @ 10% on debts in all cases

Solution
Statement showing Financial Leverage
Company

A B C

Rs Rs Rs
Earnings before interest & Taxes(EBIT) | 5000 5000 | 5000
Less:Interest (10% on bedt) 2600 4000 1000
Earnng before tax (EBT) 2500 1000 4000
Financial Leverage (EBII/EBT) 2 5 1.25

sfaa SareR ¥ i Sciere 1 A il SR o
AL 2, 5, 125 T |

i Sl @ A ST PR B Jafods Go—Awiy

oftaras e el
ZATS

69

LB Fei—fun b




fofeim et Sileids @ AT &) T &9 Gd R N 9F 3 (EBIT or OP)

T Uy 3797 ool (EPS) @ IR W Y & oIt 2 98 EBIT o
EPS faciyvl 4 & =9 Yawee el & | 59 dobfouds fafey by o
=

Percentage Changein EPS
Percentage Changein EBIT or OP

Financial Leverage =

Calculation of Earnings per share

Sales | e
Less: All costs ineluding depre. but excluding [—

interest on Debt.
EBIT . | I (T ——
| Less: Interest on Debt s
Earnrigs before Tax (EBT) S
tess; Tax | e
Earning aftertax (EAT) | e
Less: Preference Dividend R

Earnings available to Equity shareholders (EAS) | —rememmmeeemes

Earhings per share (EPS)=EAS/No.of Equity share |  -----—-—-- ——---

Al g H EPS & o fafer faner -

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

70 18,000 10% Debentures of Rs.100 each =Rs. 18,00,000

(-] KPTET4L 1) T B KAV APy MMM MEPR ST




2T TE IR W G S B e g R @ g dRy i gt
| g BRI | |
(1) 800000 ¥ (2) 5,00,000 ®. (3) 12,00,000 .

ST & foTU ama @ ]¥ 50 ulawd

Ercrej,aﬁﬁeﬂ%rﬁs,oo,ooo %. S T4 R F U A B M
TR ot gV i Iaiicle & 91 0T B |

Solution
(i) (i) (i)
Rs Rs Rs
EBIT : | 800000 |{500000(1200000
Less: Interest on Debentures 180000 | 180000 180000
Earning before tax (EBT) . 620000 | 3200001020000
Less: Income Tax | 310000 | 160000{ 510000
Earning after Tax (EAT) 310000 [160000| 510000
Less: Preference Dividend | 180000 1180000 180000
Earning Availablerfor Equity Share- | 130000 - 330000
holders (EAS)
Earnings per share (EPS) Rs. 1.62 Nl Rs.4.12

Calculation of Financial Leverage

Financial leverage = Percentage change in EPS/Percentage

Charge in EBIT.

(@) Rafd (1) W@ (2) & o9 EPS 126 ¥ —025 . U ©
STafh EBIT 37.5 U9 (8,00,000 %. W 5,00,000 ®.) €T B |

giEme U fadta
B

71

CET= At & e}




fafram Fofg

Financial Leverage - 119.84% /37/5% = 3/19

@) Refad (1) w@ (3) » " EPS 154.32 Ufderd (162 %. ﬁ412
%. ) 9¢1 & Sfdfd EBIT 50 gfRYere (8,00,000 . ¥ 12,00,000 &.) TG
=

Financial Leverage - 119.84%/37.5% = 3.19

39 @ B IR R AiTa Siields o AT 3.19 T8 Farel!
2 % EBIT # 1 uftrerd &1 gRad= 8@ W= EPS ¥ 3.19 ufaera @
ufRac I feen # grm | Rafd (2) # EBIT & 50 uftea @ e
TR EPS 159.5% (50 x 3.19) T SIIaT & | 31qid EPS 162 %, ¥ —0.
25 g T 71 34 g Reifd (3)ﬁEBiTa%509ﬁ"€1ﬁaaﬁqv
EPS 159.5% (50 x 3.19) ¥ SIICTl € | 3fefic EPS 1.62 . ¥ 4.12 .
& I 2 |

46 fachg Slei® &1 Wewd (Importance of Financial

Leverage)

faciia vesr & & & g Saes U Aeay uif &
w9 H UG [T W 2 | I i &R R okl 4 e
w9 ¥ YART a1 91 987 2 | §9] HErgal | BH & o golt W’
o1 Haiw 6 fBa1 S Jebdt 21 I8 Yol @ AN Bl g
P A e F FA GO F o IR B @ &Y AW
foniferal & aruTa o FRiRT wxar 71 g 3R fafanr g

Wﬁﬁwaﬁmwﬁﬁ%wﬁw&ﬁmﬁmwﬁw

v, 59 R B I Sailers o dexd Hifd (Indifference

Policy) AFTEeich el hraf xeil ® | Tevel i fawiig yawid ol a8

W Tl 8 6 R MR & W) iR Sl | At
goll o1 W™Iad TedTd &% S8 W Ay 8 dTell ReR Yoll @nTd 9
H g O AR & IR 3 gR B1e <71 91ty | 9 & fawig
i, TR & SRR & Ric e oy srmeRal @ g

CLILS Sy PR Ty RS




éi?TBWﬁ(EPS) SR < APpaT B |
9 UBR A od © 6 Qi Scd U W Bl Yol
[T | feiRa s | afwrnR &y arfde armter <

3l AT SO0 T H B A BT U AR SR | R
Tg o+ W8 6 iahy Safics vd SR ¥l (Double Edged

Weapon) & WM 8 | HFI] BT YI-T T§ Y& A1feT fah Rer emrd
el goll b1 g B @ & e ara ki e Rrad
FAAT Yoll B YUY Bl IR Sl | | I Iqer § ReR J9R
AT @] A wuﬁm%ﬁﬂﬂwﬁ-aﬁwﬁwﬁ
| SETER B T SR HHN 15 TR & @TST W F0T T B
3R 39 PN BT Grafeadl ¥ RAfe wva 25 ufoerag sfia o
PEIAT 10 Tfcrerd 1 3 ST BRI Peg N 5 Ui BN T
af T SR W e A | 3 g we 3 fr A
INTD TP SN TAdR P T & S SETRAT B 3114 Pl 4
P IS WG BT § i WIE-¥T SHd B S99
SRaT ¥ Gad Ham 2 |

faia Sciard &1 JrHd (LimitationséfFinancial Leverage)-

o ORI A v v I R TR

T T8 39 W W IMERG § b oGOl @ T e
Rer w&dll B | fobw] T8 H=gaT STATaEIRS B | gect WIRgH & WIS
1ol R A Il B |

2. Ug ufafd am—tvgrﬁ P T AT (Explicit Cost) 1 &1 &7
H @Al B, INUE AT (Implicit Cost) @Y 781 |

47 ¥WYdd I«ildd  (Combined Leverage)

W uRere <} gd facia =) & gR W wila fhar

T HE Siied & Agaa a1 Al Swae @ 9 J ST o

ﬁ"‘ na_ -~ rr\
ui‘(‘Eﬁ
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%‘lﬂgﬂﬂmaﬁmﬁqﬁaﬁmeﬁwqﬁﬁﬁﬁam
& [T WIT BT W [FYT SN qohdl 8 | WYdT Iiiereh IR<ag §

R T T alh Lo e e e

qﬁw@ﬁﬁasm‘mma%agwwwwmélm 
ROl Wl ¥, WYES Scdlcid @ HA GRATe I ki
facira SAcId &1 T[0T SR S0 &I ! & (39 Slerds bl ITorET
Pl

S—VC  (§-VCOY= FC

Combined Leverage= — x
(s—V(C)=FC (S-VC-FC-INT)
_C y EBIT
EBIT — PBT
-— (‘
PBi
T8 W s = Sales |
Ve = Variable Costs ' r
FC =  Fixed Costs
INT = Inferest on Debt Capital
c = Contribution
EBIT = Earnings Before Interest & Taxes
PBT = Profit Before Tax |
Example : 1 . _
e fafes s @ anfdfe faeer 9 JoR &
Liabilities ‘ Amount ~ Assets Amount '1
Equity capital Net Fixed Assets | 270000 1
(Rs.10 per share) 110000 | Current Assefs 80000

10% long term earnings| 150000

Retained garnings 30000
Current liabilities 60000
350000 ' ' 350000




e e et R TR SR 30 & T e afteter e
AN 1,50,000 %. & AT URacTeie aRETels STl T I 30 |
GRS & | 31 @R B <X 50 UfRI 8| O & foU Secieladl o
T 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
Earnings After Taxes (EAT) , 2,85,000

Computiation of Leverage
1. Operating Leverage = C/EBIT
= 7,35,000/5,85,000=1,256 (Approx.)
2. Financial Leverége = EBIT/PBT
| = 5.85.000/5,70,000=1.026 (Approx)
3. Combined Leverage = C/PBT or Operating Leverage Financial
Leveragé
=7,35,000/5,70,000
= 1.2894 (Approx)
CL ~ =1.256x1.026

=1.288




i ot Example: 2 :

mmﬁaﬁﬁzﬂwoooo%.%\m‘ﬂﬂmﬁzﬁ
a%4oqﬁfwﬁ§aa%ﬁmwﬁmmwmsoooﬁ%lwusﬁ
v 3 S 1 TR 21000 . £ | 3T AReie e @@ Hya
—ceTer @8 TTor v | afe R # s ufrea @ gfg e
TD UATdl BT FHSEY |

So!u_tjon,

7} JEMMICE A ML ) [T ¥ Ih 1 < [l

Statement showing computation of income of the Company

Rs.

Sales | 350000

Less: Variable costs (40%) - : 140000
Contribution | : 210000

Less: Fixed costs 7 105000

EBIT 105000

Less: Intereét on debentures. 21000

EBT | 84000

(1)  Operating Leverage = C/EBIT
= 210000/ 105000 =2

(2)  Financial Leverage =EBIT/PBT

= 105000/84000=1.25 . -

(3) Combined Leverage = G/PBT or Operating Leverage x |

Financial Leverage

21000 / 84000

2.5
CL =2x1.25

=25
76
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48 HIRII

aﬁaﬁmw@mzﬁm%aﬁ‘rwzﬁmm%i‘
T8 U o) SRgH H g war & O gad i) fafafe 9o W

YR A o F 4 g PR BT ATAR TR HRA1 & | 99 7D 55
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& Frar T A8 A 98 7§ 9 S 8 o © ) S U
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&S — 1 facd & | (Source of Financing)

SHIS DI WIRET
11 SR

12 WRAEAT _

13 Se@reiE fiw & 9l

14  HHHION T4 AeqdTels O @ dmAl &1 e
15 TPl fad & ArA

16  reqdred fao @ e
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18  SEEal
19 W-9&h U

11 Jgqwd
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ST ST €1 TRt e B SHH amreadnant Bl uf @
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1.3 WE&TA faaT (Long Term Finance)
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IFCI, tCICI, FCland Commercial Bank etc. -
(@) wRrfoal oo sive - |
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(1) =TS & MR W — &S 3 Tofihd Se9 |

(2) NRET B AR W - THF U, TR o, G
T IYBHRYT R T4 | ,
(3) UIEHTH % AER X — G, R vd Rvar, fAfrewor
U GAMASR, W@ v Ao, e v v v ma
RIS §=eu |

(4) MO B MuR W — 377, M @, ariieR vd e,
Rerfioneor vg &v 3B gw=o=|

1.4 WMEHSGTIA UG areq FIeil+ facd @ WM (Sources

of Medium-Term and Short-Term Finance)

TS fAT T IS PTet FHITAR SITTBIel, FEdehled =
ﬁmﬁ%%%mﬁﬁmm%lwﬁ?ﬁﬁﬁwﬁ
TR A T TH B R AT 1 T = o o O B v B
B H A § O B Prieie gol 3 sravadarsit @ gl e 2
reepTel famT Fezrreliv oy o et % aifd orafyr & forg ey &
foe Yol wrafcrat § warfoe far @rar @1 adee e
ST H HeAehen faed & WM 980 ARyl fAeT SRl 9 @
goit # et € R oIk TR SRSt a7 Ao 3w sreavgdaral
@l g av @ fog fafr= ol 9 Rw wavg axd €| Feeel| R
Bl TRl Th 9% | o) A, Urg a1 Wid 9 9 B foe ey

fort % e




feerg fotg

& | WA 59 o @1 9arT aar & Qe v [wr, sifaRa
RHus| 9 IUBROI BT H, HENHT BT URARNTH, YRI5 oI 9 AV )
ETfl, ISR A<eror, fAgmas it anfe & forw gem 8 | wRa e
bt o 1 wyaar o Ieta e orer 8

(1) 9% =7 (Bank Loan) —

< it & g H dal g7 Aeamiedl e ger e,

I v vd AR smavnaeit & i wed & o @Ra wew

A A afreg Tt A ARyl e § | Seaateld fie gem ewe
& e old § - (1) e R, (2) afRed, (@) gRmRy s

(a) SiEll T OIS BT HY B G (5) afwli G Forgs] B PTG

BT | OIS 6 U B @S €% UX HEuTRel 500 e e
21 9 9% Menfre Suwpdr, fAEt § sl &7 59 9eR B sRor &
BRb U & TRa ANlF e o giftag w @ &

(2) ey yUifteR IFEl &1 RS (Issue of Redeemable

Preference Shares) —

A FIAETY T H W gl Y ReEaTd faad @

-AGH WK TG AT A & AN § 39 39 W U Ff¥ad ev

AT et ST € | I 379 Ui 9 i a9t # SiHar &1 dlier Y oy
=

(3) e 9T UAl &1 fITH9 (Issue of Redee'mable
Debenture)— '

Bl 81 U8 &7 9 & — Hvgex SE, ST San, gdl 9% 99,
STETT, e v BT ST | g9 SEn A iR w5y @ e o
ot o A faar Ser 8 1 wRa # 39 W wai & At § gd
Feife @t @1 yrar &A1 B1ar § ok e adg @ 8 w
$ID! ol YpH AT a0 B <) e © | A1 §9% 9T @ d 8 B
T A BT S & 1 ol gsil bt ¥ifer 8k 99 u” <7 @t o) 9




feram SITa 8 | 3% BROT § ¥iem O S B uRe il JREE @
% ol & ararh @ o S T B A AR A 2
- (4) <=1 F1Eg (Public Deposits) —

I W H AeeTel e @Y amgvgdar @ gfdf @ R
Rl TSI ¢l | vh Mg = a8 ) Rag e e
‘%lwﬁwﬁﬁaﬁuwaﬂﬁaﬁwaﬁmﬁﬂ%mﬁﬁ
STRIT A STAT R SR T QR Iveey & oY fardheese sgwerare,
I AT g 7 39 @A Wi @7 yoe o | 9RdE @ Py @
AT B FTAR 57 e @1 Sl weRrsy F wuife ¥ A
ufted) dre, dfiterre, Reeh dorr oRTa ¥ 4 3wl Awfiadr sad
o %€ B | O R R e At am § v, oW e, sy, @
STATGIT & fodl @1 gRewr | O f), o9 e sner ares awa & Aeh
T M B | o9 areed uRReforn &1t @ o9 dr o= ey s
e 9§ R Y WhT B g A Sl wodle gl ST
I AT ol B 1 1929 B HAEW vy 41 @ wwa WA Rerfy o
TS | g i HY § G A T WeR AT B
&g g T 2| frwer uRomw anaafie s # oRafa 8@ ver @
W%Wﬁﬁwﬁ@ﬁawamw%ﬁﬁwﬁlm
TG d{qﬂlﬂwﬁ?ﬁﬁaﬁfﬁwm‘cﬁgl

(5) faRdre Forceier HEIAT | F 9T (Loan from Specific Financial

Institutions) —

R H HHFBTEI fded W1 @3 @) Uihar 1948 F URM g8
el goema vRA™ aienfie {g fFrm & gy & T @
| N e o R Rt R el @) e sienfe
faerg # o am & fow @ B Rraer yRoms adam 70 & SR #
A 2 faftre oy Sy st yfe widwe ey wd i
Jﬁﬁﬂﬁﬁnﬂwqﬁaﬁﬁéﬁaﬂ'?ﬁ%wﬁ?waﬁéﬂﬁmﬁ@
Y 3 T R YT ) eE B Y < R eiR e e
Sl BRI X Y | v R et Rt ¥ |

faw & @




ferdra fta

India

LIC)

India

(8)

WRAT it fawa s (Industrial Finance Corporation of
India or {FCI)

AR aenfire e §o (Industrial Development Bank of
or IDBl)-

YR Sitgq §M1 717 (Life Insurance Corporation of India

RO AEFT 9 TH (General Insurance Corporation of
or GIC)

I SEs e A 9H (National Industrial Development
Corporation of India or NIDC}

w5y facia A7 (State Financial Corporation or SFCs)

G AEDN fawra f7mH (National Cooperative Development
Corporation or NCDC) ‘

I & ST T (National Smal! Scale Industries
Corporation or NSIC)

3T WA (Other sources) — SURIGd AT g AT &

FretmaT o | A qegerel| fae wem wRd € -

3:{_

I T oY TNHN gRT i Terad (Financiall Assistance

by the Central and State Government)

el B wia= g Y AR (Provident and Pension Fund of

Employees)

fapRran s g v A U R (Hire Purchase and Instalment
System)

faeeht fAfyamT (Foreign Investments)

SRR @ (Retained Earning)

IR 0T (InteriCorporate Loans)

faeel) weemTg e (Foreign Institutional InQestor)
e vee P (Foreign Direct investor)

R STy | EELSELR P (] FCOME2Y B

L

TILY:

ST L

===




1.5 3TeUdlda faaT & WEM (Sources of Short Term

Finance)

B fIeT & A drdeier qo &7 snavader ol B §

wed el 4fie Py 31 7' 9T o 9f A w9 ol o i

HGEGHAISA B YT FA & | ST SUAHT Il Fefeqar srerar fyem
HTET  (FEETe Forgdl aaH, e, i, e ax ailR) @ fore
o S €1 sreuereld I & g A srrfored ¥ -

(1) &% "Iid (Bank Sources) —

¥ facda wETET W R a0 araeTea Hraegddiai & gt F
%‘Iﬂﬁﬁﬁﬁrﬁﬁ?ﬁ%ﬁmmﬁ#ﬁﬁaﬁwqwﬂmwmq
uﬁ?wﬁaﬂawmﬁhaa@ﬁ?ﬁ%ﬁﬁwﬁ
FPTAT P TEH ey & |

1. YIETd o1 (Secured Loan) — 3rcudiels §fad T &
HHY ¥eAT 37T YIfRqat g gfaar S e wefaral o yfonfd @ sy
H 4 BT UG BT & | F T TSI BRIV T §H YBR B 0T
BT D TS FEfTdl W OUYR SO aRd § 1

2. T§ef #1 <l (Discounting of Bills) — 3d% §& 3
UEd & U [l & Sl & 9aT & 39 Y6R TEdh 3T d0aF |
Bl AoyepTei fdel wTey B el 8 SR uRugdan fafdy e w el
weER  gRI [¥d &1 gt ifed qeu 7 @ Ry oar &1 39 yeR
SN BT N W WEE BT A U 8 o @

3. affawd  (Overdraft) — I& gRT WEG & Bl BT G
SIS W H R Jo T g W A [ arar 81 s U
Ffrae < o & affred & gReT o T & el T g
BIRTeT 1 A3 9= & 7 Bl B

4. T%T WG (Cash Credit) — 3% UEDd & ol Ud Iiferman
T WA (Maximum Loan Limit) @& @ 2T 8 | U186 <N Ay

raegEarst o gfd & forl 3 9 & Aiax o9 O STovd &1, =W

a1 & merm
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B glaen g1fie o) Fhar & | I6 gRT Badl IA R AR W AT

Wﬁﬁmm%mmm%ﬂﬁwﬁaﬁ%‘l

(2) R4 " (Non Bank Sources) —

Wﬁmﬁ'ﬁzﬁﬁwaﬁzﬁaﬁﬁaﬁﬁuﬁﬁw
9 &) 3w =faRaa € -

1. difww 9. faca Eﬁ‘r“qﬁl?ﬁ (Leasing and Finance
Companies)—

g qud F ATl B e e e av #
R v e wwafwl 3 enrft yffer g 21 399 g R M
Wum:'ﬂamﬁiﬁwwzﬁwﬁsﬁﬁﬁlsﬁa%mmmﬁ
ﬁa?ﬁaﬁlmmfﬁa&ﬁmﬁﬁ?ﬁmﬁm a%t;rémaﬁ?
FTAR & SRV ! Rz Wwﬁﬁs’aﬂw%!

2.  <o3ft ¥ (Indigenous Bankers) —

TP aETd g AEER] BA ¥y Jfeudrend fawie J agh
Yot & iy yfier <& B1 G IR YR IEAIEE T g B
ﬁmﬁwgﬁuﬁmﬁﬁﬁ% | &1 depl | F0T AeAell
iR wfem 3 foen Ry sfroaRerar & et Siran @ | e A & =%
@i ot BFI G SFTYad U W MGV FHAT 39S A § |

3. U@ A (Trade Credit) —

o UPR & TP R Bl SUANT, Hed] AN
o ATy T @xy & fore fSmioT g SuR Are & fama 15
R W 34 W% & foy Fopar o 21 39 ol & R d @t
ﬁ%mw%aﬂvzﬁmm@ﬁ%ﬂﬁwaﬁmmw
wwﬂwmmélww-aﬁmﬁzﬁwmm

_Weﬂmﬂwqﬁrﬁﬁmaamﬁfﬁnﬁﬁﬁmmwm

=




4. WSS SR sdEGHT 8T (Public and Inter company

Deposits) —

ao-ﬂqﬁm eueTell et @ mﬁﬂ 3q ST 31R 3Ry FRfaay
& e @ N e BR @ ¥ Y — 1 = e (cal
Deposits)ﬁwﬁﬂiﬁwwwwmmﬂfmz
A FEY T 3. igaifie ey @ wu 3 8 9ea §1 3 gy
S HHET @] ST W A W R e R A uferst e

B

5. ¥ WA (Other sources) ~ 3 i Il & $© 3y
A A B O — | |

1. o Tl wrg (Instalment Credit)

2. qcd Gy (Qutstanding Expensés)

3. i & ferg UTAET (Provision for Taxes)

4. USRI &I (Accrued Expenses)

5. UYPR &I fIia FERIEr (Government Credit)

6. WMl &1 gAIMERT (Ploughing-back of prdfits)

7. ATl @ T (Loan from Directors)

8. BRI 1Y (Depreciation Fund)

9. aﬁmﬁu’raﬁ:@vﬂ%m Securities of Employees)
1.6 MR

faeg @ @t o1 fred 7% & 5 v s # R srevsTeim
FABTCA Ud <TepTel iy Wl @1 sfaeawmar el ¥ 9 safy
P AR W o e &1 R & W Ue Wies @) aire
B B | o fawi St & U Aee a1 i Frefe 2| R

HTEH BT AReed Qe sl arel & fRefe 2

1.7 O]

— AcUPHTelI- fded & |TET (Short Term Source of Finance)

- U oy & fory o faclg et & Suan fFar srer @ o=

fas & ey

15




foita faufa

o

FmeE O & Arm wed B
_ gererehe R B e (Medium Term Source of Finance)

— T ¥ Ure gd & fory R I amert & A T e @ 9
AegepTeny foed @ WrH ®ed &1

- 1ol fid @ W= (Long Term Source of Finance)

— ofg 99 | e & o 59 g Wi o1 syanT fhay o 8
ﬁﬁdﬁﬁﬁﬁﬁéwaﬁﬁ%‘l

18 TW~-UNdh Y9 :

1. Al fa @ dId a1 €7 ISR TR TATED
maﬁﬁm '
2. aBi I & ArRE o 87 59T auid By |

3, ARA # Iuerey [T @ WAl & Soog HIRIY 0T areqhrai=

fred & R—ARET o R BT |
4. TGN ficd @ WEEN B GRS §Y ) I R |
5. W@Wﬁa$wﬂ$waﬁwﬁ|

B H- A

b TIPS WP




SHIS— 2 EFF\‘](QﬂH qfl 997 ( Working Capital

Management)
sPIg DI AT
24 SECES!

22 WRAE
| 23 Hraddia goft @ el
24  HIAYC YO BT JTURYT YT HawE
25  FHrAde golt & anaegdmar T4 HRa
26 aTdG GO @1 IR oY O aw
27  ORME
28 W&ol

29 W—uU¥h U3

2.1 Sgela

39 IEE B UgA P 9IS AT 39 INY B g B —
BT goft &1 oref gaT Wa |-

PTRITC Yol W AR FAT Wb |

SRS qull @I IaTIRAT BT WA IS |

e G @1 IR BT aTer et A A R <

2.2  UXi9-r

foolt 4 e # PR go te Aewy faw W ® R
e & et a1 aravghanet & gl Bl 8 [ 3o § B
Yl @1 312, FRiEE golt 91 faamary, arfefia oot @ savgdr ud
BRI ot BT FwIfa T arel Tedt B HATER JRqd fhar 1y 8 |
AP edr STa H wriEid gon R W oA ¥ e agayof
s &1 B & o srueTelE Rict & A § e @) sTagawdr
gfel @<l & | AEewTiie WRn & gure ware & g wriEle ol
BT B T BT €1 DRI Yol HT 7G4 HEATT 2 |

e S E =i

om0




fereita frota
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23  ritefier goft &1 aref

FIE & FOE ¥ WA A-ufafeq &) smavaeaet @
T @ b Ry o R o aaeaear B ¥ | g W %
anfe @ afafem R oar &1 3 Wt ¥ R g @
FRIET Yot dew & | Brieel Go ararg @ RA—wfifRe & srawama
@ gRf v Ty g Rer wrafealt & for smavas goft & wr—any
arey, wafeaat & forg A wata goft @1 eraven @l &1 fpedt ot @y
F1 Ife S A R B AT # 1 9 BN B e GO B
SEUCIRCIGI]

2.4 mﬁﬁat‘f\éﬁaﬁmﬂawvnqﬁm

Frieer Goft 1 aref Tge FaTerRE 2 | swd wdE R
TE 8 17T et gl 3ol Srof G W gt e wRd ey
| 3T BRI ol & avafds aef @ st @ I Swe e
TROTISAT <1 eI U4 fAgelmoy araeaqs 21

BrIeN goll 7 srauReny foer 8 —
(1) RS srqETRI—

mqw%m’ra%wzﬁwﬁ?ﬁ%l Wfﬂ&?ﬁﬂtﬁf (Gross

Working Capital) ¥i%eIT & #e o Fwafeqa @7 @ (Total Current -

Assets) € Aol BRI Yol ¥ | ol afaral | e 9+ qaaferar

¥ € T oo o8 @ SN Aee ¥ yRafda fear <1 @@ 2

'aﬁﬂﬁﬁrﬁmﬁmmél

(2) TS ATURON —

39 [y & araR @re), avafeadt, a1 it & arfyard
w4 W IRe B AIRY | afe g # avel el Ud Ao S
IR BRT af wver # wdeliel goit g el | Frdeiier ot a7 aw aref




T TN T AR e # G eI A R ¥ e
TR e e @ g & g Bftga B ¥ | g R o
uEe] (Qualitative Aspects) R FfE g ST & iR oG H W,
ficfra Heear &R e A B YAD B T

(3) uR=TE =P IqEROT —

S SR & AR @ T e fhar ¥ el gae
faet wfifes anawaamarst @ off & forg Toe i o1 saeadar g
2 Rt Wity Teh GoT @ WIS § I | @ S [ 8 | Ud
TR ke & g frae e Al @) navAdmar Bkl 8| TS
Sud gRETeE T W PR eear & srfa el & A @@ e d
S ReE & Wy T WA e W st erdid oo
PEITTT & | SIS SR (Modern Concept)WW?ﬁé@ﬁ
B Th T RN [AERid g 8 O uRETe @b qERe (Operating
Cycle Concept) & a9 A f T IR 2 QFGJHWHH%&TTN

waﬁaﬁﬁﬁmsﬁ%%waﬁww'

aafy # foE Aee o @ aEgehdl Bk 8, d8 Pl ol
FEA | TP o P oreRd GRETe T Bl A & aRErerd
ol TR aruIRe T ¥ 1 uRm ¥ B gon @ o AR o B
Wﬁ%lmmmwﬂmwm%w%ﬂ
IcreA ufehar Wﬁ)wﬁa@*ﬁrﬁawqdﬁﬁﬁwﬁqﬁaﬁﬁ
= 0 2| Ffid T B SUR sy HY TR WReF TG JedT U<
fros 7 8 o 2| B are § Ao 9 99a [ 9T § I8
Brfefier Yol T URETer T IER T XEd 8 | §9 W B IR
@ﬁmwm@wﬁwﬁmﬁmwa@“ﬁﬁﬁ
oo BT Wre aER T Wi U e ¥ gRad| T e E
ofetre T 1 orafir B O 56 SRR W A o W B
R TSy T e ¥ e \bs W el A WRIg B 20fe7
MU F T AT L | BT Wi @Y A AT g A ST i
15 B O & Ffife et wefrn # 27 A T8 @ 918 9UR A 81

9

1T T2 AR N B DL A T Y ST




fenfra fofa

8 SuR Rima B 10 R a1g e Ao e 2 R ok o Aoy @
ABS B Tl 18 R & 91¢ & A 7o wRereT = @ sy sofes

(20+15+27+10+18) BAf|

H ST & FW Erft SwiT serERe A 9 @y ¥ RFERT T
HIAT 90 & faT U Ap R A B 91 919 A TR TsH URET @
S| $ YPR 6 F T 4 b (365 /90) TN & WY | SR we
ﬁa&m$aﬁmm4mmﬁaﬁwmﬁw
1 & ®9 (400000 / 4) Frefiet Gt a1 S |

ardeia 4 y3=er (Working Capital Management) —

Wﬁﬁﬁ%ﬁmﬂﬁﬁmmél EX
g 9 wrqwrg &1 aRRef 1 e 3 v g0 srieher 4o @ |

AT FPAR 8 AT | wreelier Yot & vaw &1 I8 e

B B, TR Td 9T STRE! & A 9 R AR g

AT BT § o, BT g &1 W 1 FafRor sramed @ ae |
3T PrEiel ol @1 ge g yew @1 sriaRe wmT &1 gafd

rrEiel Yol T Yaw Ua Wl & ot @it wr e evy ue
SHD! AMETABAT Y F791 377 ¥ Ferad Rig € & | PRide goft-

DI U IH WA I SIRgH, TReTaT Ud aweifiagar & 98
AHORG I91C Wa- | W8] Hedl 2 |

U® I & | @ fore S vd e @) g @)
@ﬁﬁm&aﬁnqﬁ%lwﬁtﬁﬁaﬁﬁmwﬁﬂﬁtﬁ—@,
e, I TN, BT, i seare § wainT fbar i 21 e
Sfd us % Y Oolt awie, snfe ufaflt & % o ot €| soe
fodie, rieha (o aawm & Ru-ufifs @ arit o Faig o
& fory anqeaes Xl 8 3= Jo wrfarat 3 R s 2 59
I wRferdl | s g, we f{=, anfe wfafea 81 # | arfehe
qoll gavg o1 W 9], wrfaTat 9 @mep el @ srirEl @
TaRed B4 | BRI & | el Yol vever S wawrelt ¥ Wl
& T =Ty, wrfra, Ao TRt Td greaRes st 1 aaf

I kA

PR AEERIT S




FY N S B B | oprereier Yol oy fafder e wRfei o,
e vd fgom dr wiferer o Ros wd efva @ geres |
Tty g 2

25 HrIic Yol &I Faeaddr d JA&d

ST BT Aarer S A H @l Wi @1 uer B
o T 4 8 T8 T 7 godn dfes g aRIfadl ol SuATT
PP & Aqarg ¥ o o fhar W |oa § | ) |t o
qof ST erEe ol @ Sfd Swan w R Fwar B o
A B A-uRE @) fhare § wridet qoft & wave o i
et e ot BIe) B | ST TG A Bl Gl B
Afe BT GReT TS Rl qd A ) yer 9@ ¥ 1 9 5
prfeiier Go 1 FaRkor @R @ STavEET @1 s § @ gx

ﬁmm%mw:aﬁ:wﬂﬁmﬂmﬁmsﬁﬂq?ﬁaﬁw-ﬁﬁ

STaEaT & AfSE B wiRy R 7 € wu | gl § Rerfral qar
& fou efers g B 81 Ue @ady ¥ Sride qofl @1 3l
I BT R O A TR ¥ §RY BT BT 8 | §d Bl O & T
Ryere & T T A URAT R AT B | AR & aErd 7w
W@ﬁﬁwﬁﬁﬁﬁﬁwaﬁvﬁﬁ%@mmmw
2 3R O & 98 VaTE B I ¥ SR THITA B AR SR A
ST ¥ | ST w1 o ¥ T e @ oo @1 S
T &7 ok it @1 T @9 3R e W A e 8
FT @ U R Te gafadt § 9 R @ o AW 9
uRaffa fhar o @& &1 gas fRaw wRen &1 weel g
TUTTE Te R GraRgat @ T @7 4 (eI A HIHS & |

qﬂ'f“'ﬂﬂv‘l’ﬁ?ﬁa 4sft & @M (Advantages of Adequate Working
Capital)- _
T TR A B el wEt $ oty WierT anaeaes & ST
R PR GO0 @ eavaddr & fdd a1 HA B A 8




feritar forora

EeRe ¢ 1 3ifie 7 A1 wiio erdee 57 89 9 o @ geanT,
TEIBT Jepererel], HLRMRAT ¥ RI=ay, emierdar 3§ od, @) 3

q%,ﬁﬁﬂummaﬁﬁmwﬁeﬁamﬁaﬁwamamﬁﬁm |

¥ feamd ameht €1 saa foda, srivher 5o @ of 89 ) s
& e, R, TTHETID, T SBRAGIRN BT A Hey
mmﬁﬁlmwﬁaﬂﬁ?ﬁawﬁﬁwaﬁ f=aferfRae
o TS BT & -

1. HEaEr @) SaeeHT (Solvency of the Business)-

. PR B YRR 9 S W WEad B ¥ | Sva e e

Jia uelt B gfte § el 3 facha Rl & geear a1 vdie o

-%ﬁwmwmwﬁ#ﬁaﬁéﬁwﬁﬁ?ﬁél

2. 19T YT &1 &M (Advantage of Cash Discounts) —

ERAT T YRl B SHR W T W T qeT
WWWWWWW%IWWWW@?

- Hedl # ) 9w gy
3. mmwwWﬁM(Amactwe dividends *

and Stability in share prices) —

7T BT Yo 8 TR ROl @ eETerd U e aiee

Ral @1 st it AR B wwd ¥ | O T ¥ s @

g Ed A A @ Wy S A Rt @ e e 6
ﬁmm%]

4. @l ISR AAERT BT ATH (Exploitation of Favourable
Market Opportunities) —

| Bact & TR @ R T e e G 2 oma
MY e W 3T ded W @ Hedl A i BN R By arieie

YTl BT TATIdT & MR TR o™ JoT Hae) 2|
5. ¥®cl &I 9 (Facing the Crisis) —
A s $o 8 W B A Wen B B8R el




IMHTRAD TSI T YIRS Hehe! Bl AXeTdIgdd AT B AT € | e o s
6.  9od ¥FI9d (High Morale) —

FEHA YOIl @ IUS BM Y FqErd H G @1 IRIER,
AT, Sea WA, THY GRIGET S Bt © | e veus

T HHATRAT G AR F91d TS & | Al FeT bl qerefan
TG oMo &l O 9aRIcHS YT TSl 2 |

7. &= @™ (Other Advantages) —
9o Hweigdl T A= 4 Bl @ it gn—crr:r
vt wrfaral o Scgdar # i,
fafyar o sfe wem,
JTHNHS YA T Gl |
Hrdeiier gl & YR 3rEr 3ff@vor (Kinds or Classification of

working capital) —
aﬁaﬂaq&ﬁwmﬁwwﬁmmmﬁﬁﬁmw%l
1. oo sraa 4o (Gross Working Capital)—

P! AT Ao wrfrdl & e AT H FA 7 | s I,
9y, SRR, W f4uF, gdaq I, wﬁ:ﬁ?ﬁmm%m‘raﬂaﬁ
Whe AT Yofl HeT o 2 |

2. Y& ordea YSii (Net Working Capital) —

g T gHfeadl vd @re] Sl & =R 'R Bl Y& -
¥ Y ) Rl B TereY @ o Wl ¥ | e #

Networking Capital = CurrentAssets - Current Liabilities

a4 A 4 #

Or
Networking Capital = Long-term Capital - Fixed -Asset_s
3. il sdufia gofl (Fixed Working Capital) —

Hrfee ol & g8 AT S @EE @ e 9o B ey
et wu 3 waa <A S ARy, et SrEee goft FEl S 2 23




feritar frrota

'wtﬁru?ﬁ%wrﬁrwéﬁzﬁwﬁﬂﬁ?ﬁ%%maﬂﬁﬁaﬁﬂﬁéﬁmﬁ

fowia st @ fbar wrar 21

4. uRadTeia safeha g (Variable working capital) —

| ?wmaﬁﬁﬂ%ﬁmﬁa%mﬂﬁﬁwﬁﬁ}
TR @ BT GReTETer Brieier Yol & srawamar i v wadt |

AT ST, ST 9 T, Wi, R, anf A avqell o wenfeg

BT ATell Weensll B A B @R A 36 FHR B ofRa goft

g | foTes eraven  srousstel WIdl I @ oy ¥

26 PRI SN & FreafRa < 919 aad (Factors
Determining Working Capital)

BT Goft o A B FrafRe @t arer v e Rt

1. ATATT BT ¥I™U -(Character of Business) —

BT Yot Y 7 1 i @ aren WAt TR e
AT Bl WWHY & | Yeld, Fed, 14, 3 STmmf g Far weemaii
A e w7 ok e fama B9 @ ou e SO @ srawrdar
BT & | §77e1 AT ARG v69 9 \hS YaIg avd 21T Yl & | 5
oI, faremfre 7 i o Sea v aTel wRenst U eraiRe
Hverrart ﬁa@mmﬁsﬁaq;rﬁa%aﬂwaﬂ@?ﬁélmqﬁaﬁwﬂa
AT B9 @ BRYT KERRT § agd RFEST e ged 2

2. TAJH @I IJTPN (Size of Business) —

@ W A B Gof B AT SHS waEy B HeR 3
TEET: I Bl 8| VB B MBN B Aqd B o e A,
e Tt o e @ ford snene @R T o anavasar A1 £
IS PR & AT & fore aSs Brive gt o0 aragsar 2 &
3. Ieared gfgpar @Y a@f (Length of Production Process) —

afe Seare gl e wig oF arel ) & a wriiie dk
Waﬁwaﬁﬁﬁawaﬁméﬁﬁa@?ﬁw,maﬂqw




oar @ forae aRvmREey ot il ol anfeyy g afe
JedTe Uishal B Al s(Uendt BIcl Bkl & ar W AT § drRife
STt =Ry | |

4. ordsfa YSit 9 (Working Capital Cycle) —

HIIENe doit =6 ded! ATHdT & A W WRT B1aT & aer fAfia
qiet & WU g R /et & [Asha | qare Y Al B AT IHH
BT § | preiier ol =k 1 srafer e ot enfl, Swe sz
o e & ot B |

5. %49 &1 °rd ¢ AT (Terms and Methods of Purchase)—

mwa‘mwﬁﬁqﬁ:ﬁaﬁwmﬁmw%
BT AT TG BRI Yol B AR W et & | At de "o B
IR qIf e ST6%a BB D o] 9T U g1 Wg B WG forar
ST ¥ o e U A e smavaemar 8, T ad g
. I IR | Bodl Al 63 fhar Sar € o w6 wrdeier gofl @
AMALAGAT BT | T UHR IS ol A1 faspar & ol 3rafey &
IR W AT [ A 2 a1 99 1T R & 916 q9a $T Wi
T A BT S Feadll § | W= IS ST A1 b @G gedl
¥ A iR o SR golt @Y eaRen B Ted Bl

6. fasma @1 ord (Terms of Sale) —

oTeT bl fAspa Aiehe Ud SuR fopar o Wepem 2| Afe i Awer
TS T ST B AN A BRI GOl Y amaeadar g9l | afe el
SUR ST W1 & A1 S AT 3 aiftyes W o & 1 e R
R e PRI GOl @ sawaear B |

7. <gqUTg I (Business Cycle) —

SAAT T3F W1 AL YT BT AT BT FHIed B ¢ | ol

. el H [apg # glg, el # 9Qiad 9 Fgdry & ameard) AR,
e B BROT s Prffier Goft o) ST Ted & | H B T
AT B9 B B BT [ A FREe ol 8, @R # Waad g §
g AR ¥ o el i fraee ol &1 U0 Rerfd # wriehe gl

it goft S

=TT
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8.  dfeTw W= (Banking Connections)-

T WA WY JaT F 0 T AR M A oY ¥ werm

BNl § Tl 9 @1 gfte 4 e avg 3w 2l @ 9 39 ardeia
@ﬁﬁﬁwﬁmmﬁﬁmmﬁtaﬁl@wﬁﬁwﬁﬁ%%
ofrear ¥ s uae ®) wedr &)

9.  orHI9 Hifer (Dividend Policy) -

IR BT JAR NI AT 19+ & o) ey aRa e
& fore sl wrieiier 4ol @) smavamar Bl | gEey iR, afy e
e AN T Rafd v 9w ewl o1 i axd § @ u
Priefier 4o @ A F A oo

10. <AGHE & fIHT 13X (Role of Growth of Business) -

@ e B FE G0 B oA T am
frarell @ AR ok e & e 9o § | 3R @R Rrar
q fdrd & R 9 & O B erdelie doi o snagadar art A
araRen o & THRFRINT (Ploughing Back of Profits) ¥ @ ST wesd!
2| frg oR AR @ R o T W e i & o A R
3q ol HrEidie Go0 &) snererear TS & |

11. 3 XD (Other factors) —
fea, Yg ST, Smar- Aifd, IRaeH 9 WarR B gfaen, anfy A
PR ol B Sewadar y9ifad sl § |
Frefefia Yoft & Wi arerar S (Sources of working capital)—
e goft <7 U & WM (3) Sewel WrE, qen (6)
JCTHTI A W UG B Ol Fehall & | 3970 fgaae fAferlad &
(31) <rd®rel |1ET (Long Term Sour'ces) -
I R go B R G @Ry @ R Sumd @

el TR B A ST ARy | SrdeeE wne & aR)

172 TN A ) & (e




5 7 B [T, fae aret 8 Fwar 8 | drdehe §oh & St W
™ fFrefofad & wea § -

1. 3(¥ (Share) —

T Sfef @1 Fie wreffier o w1 gen A R | e e
T AR qUiRER ofet @1 e ax wodl €1 usel e ofet
(Defered shares) & A &7 afderR sl & o o Y
AR R AT 1956 B g R faan war ¥ | qaife af
B UF FifEd ax § awie Ry @ w3 ok SR qHe @
I Yol & YAATa @ fU wrefiear g g & | wHan o @
oI &1 SUGRIAT @ TR IR SIS TST fa STl & | R by afe
& it | el eridfia g & arfdresam ¥ &) ereme @

MMeq |
2. KUUA (Debenture) —

0T G e o afeif @ & wifa Freiie o @ AEeyef |
™ 8| R0 B0 0 gRes #1 FoT B WGy B HR gry Fifag
T B & | O g FA B SRR € F ok Ffed &
T WK B9 $ EHER B ¢ |

3.  yfaurfad @ (Retained Profits) —

wﬁﬁmwmwécﬁmwaﬂ?mﬁﬁ:
AT A BIT 8 | I8 AT ga fid wwernsi gy o faw,
IRl SR wioRemoe anfe @ ford warT R omar &

4. gri_ gHfedal &1 fa®a (Sale of Obsolete Assets) ~

JPR B ANGFT W Frfeaat @ Tade @ wrdeier ool A
AT BT T el 8 968 T AR W FHA & iR 78 Foar 21
Rif I8 amRie, Aafafia ok sfavewia 8 2
5. ﬁ%ﬁﬂ?ﬁiﬂ (Long Term Loans) —

dol, faffanT wfEt o e ficia vensl ¥ QdereiF

58]
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wmmﬁﬁmﬁﬁadﬁmﬁﬁﬁwﬁmwm%lm
Srenfire freg frm gFCl), wsa fae el (SFCs), W sireifie
eI ¥ (IDBI), 4TS (NABARD) 313 59905 SRTe<T ¥ |
() fcuadTelld G (Shorf term Sources) — |

STEETA A & R B gol @ amERen @ W
%lmﬁwﬁmmzﬁqéﬁ?ﬁﬁlwmw
frefofaa 2- |
1 qidg® % (Commercial Bank) —
sﬁﬁﬁ‘lﬁﬁsmwmwﬁiwmﬁaﬂﬁ%l
d. %€ WA (Cash credit) —
Feeiar 2T £ R arg @ sfrean e RuiRa a & o 2
TTed e ¥ @ AR FTaTISHATTHR IRT HT TER0T B Febell & |
ot AR fFg T o ) € o § 7 5 el sifdeaw e w)
|

N

et §o & e A T VA gaven § R Al O @
e o Wi # o A9 B faRed v FuiRa € dw o @
ATERTT Y TR I F AT § | T TED T AT A TR I
frm Ry & w1 ST & 3R @ W & fRr S R o frer o
¥ | ogER § Hoe WRe 3R 7 aRfied § BIg W TR A& B

ST & 3R T% UF SR w@aRenl (Short-gap arrangement) €Tl ®
Safs we Ta sneTd e oy & fog W g §

. R %9 (Secured Loans) —

Y w9 TRl @) S @ AN IR UHIRE 1 der @
AT S R 01 Bt T | U o e, REfar 7 AT SH

ST TEE IITRET




E%aﬂmwsvw‘aﬂam?ﬂﬂwé?ﬁﬁlmaﬁm
TRz a7 el § &1 S e 2

5. faat #Y Feid (Discounting of Bills) -

T4 2 3RIAT 99N ST @Y €X WR SN BT o &4 uRvddar &)
- it R o g v W 9 @ gl sifhe gew wr @ o B 5w
UPR UEH DI Bl SR B &M o MamIbaar o
U R O B

2. YTIR |1 (Trade Credit) —

gl TS SHTSAT B AT fame I aleumTe @ v
ST T & SR SuR e S @ Risaet sira are ¥ g
a1 fheei # fbar @mm &1 - 39 SUR A @ fare faus,
afrer—u=, g0, anfe forg feu ond €1 59 ROfY & vuR = =T
o S & W) Tge Rigar Aol 6 Fd 9T aR & Jer ¥ 3w

TR AAD BT B AT BT gt B off il B | AUR g @Y

3afey urE: 15 &7 9 3 A8 I &) B B
3. <%l WIEFHR (Indigenous Moneylenders) —

BIC T FEIH HMPBR S SUHA 71 Brafeier Yol o1 Fgeayof
fevean <=t WEeRT @ e wed ¥ 1 A A wrw B R AR g
B § I Bl IRV A @adide TE o § & Wi § ) anoted
UT Vel B | |

4. - S €Y (Public Deposits) —
TS U4 SEHaTare 1 G aed el ¥ o e s ol

1 sraferd Wi v € | ad 4 Pl 7 ot o B wafa 5w

AT &1 YT PR $R 38T & | S9Y SI9dT 39T 99 O9 IF HR]
® I O Yl & o9 b o e e &1 98 9nF el @

forq g w7 &1 Al (Fair Weather Friend) Rig 2rem £ &R Wae

B! Rafer # sAmwal ey &) /9 oy "y £
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5. UTEDH! 9§ AFA (Advances from Customers) —

PO GIATAS € AU UEDI W ATA & MW & A FOf
1 ifRres I AfH 7wt BR o) © Sl HrAEie goll o STeuden =
AR BT B |ug§§ﬁmﬁaﬂfrzﬁravmﬁ@?fw%‘ﬂ%w
UR BIg AT qE ST ISl @ | U] W THIerT Ry € g9 A
T T 9N B B RARY F Rt © o W WEw a1 A wd e
R BT ael BT 2 | Iiest R § ik for wver 3 A fda
&, 39 W B WERT T8 o "l B | |

6.  3-dIR® ERIA (Internal Sources) —

Frieler Goft & o g B, B B oy @ Suidfa
a1 I TARe AT &7 N ST BT o W 21 T 3 § o
YT fepretepy 91U T 819 BiY SH GHY a& HIAEa Yo TeT &y
£ 59 7% 5 o8 Wl 9 7 59 @ A srar T S FY H
el =1 s o | 50 oRE BRT B I A W o el § 1w
v fAf¥ad s TR AT fepar e €1 g9 I @t orafy ¥ s
ICUDTA BT {of & WU H WG B 8 | IqTid @t @ i
B A B TP AT A B

7. A 99 (Other Sources) —

FY I WEE B — @) IR "Eral  (9)— yEudt q
TATSD & RO (F)— HHAIRAT DI Gt |

2.7 9NI9T

Hee & 2 FTal B FATS ST | T B qUT TR B
A B P 4 v @ P ki O o 2| 3 v
g wieff b1 e Ud Refcrar e afeaferd faar S 2t e v
® ey SR AMoRY RN $Rn T U fhaT W g |

FrIe gl | e AR SEfad @ 9 AT ¥ ol
TqATT AT ﬁw‘wﬁ@wﬁwﬁaﬁﬁﬁ?ﬁﬁﬁl




firg 3 Tfeces o1 & w1 gapAd & 8 | e $of @ arafdd
arfiuT & T ¥ A Uerat oRaTarerest, Suepfl S srekenRerar
Yyt wove & | g fagm e wefdl @& I @ s ol
AT & R o ey QiR & SR A, Wl @ ot o #
rfeiver o wEd & gud afiRaw Rgr 1 1w o o o & o g
Frdefier Gl & AW W gERT @Y AR 6§ 3R 9 39 Afka §on
P AH SUYaa T E |

28 TIeqIde] | |
1. szﬁaiﬁﬁ—mmqm%ﬂﬁ%a‘maﬁw

e o @R ¥ | 9l aE i Goft @ uRvTeTE SruReT ¥ |

2. Rer srivfe o — e wwen § ar wwfcat @1
T AR AT a9 ¥R SR 50 e A A € Rer HrEer T
FEd B |

3. gRadeia srieha §ofl - aaarg B JeREe e
# 9f & Rorg o afiRaw o <l oeh ¥ | 99 wRadeer e
i FEd ¥ |
4 =re il — O wwferll O SN @ AT dEl @
fR1v e # o o € | =] grifardt dEem €1

29 W-WNdH Y-

1 iR OO0 § o @ e &7 erdde §oh & R
SreRoTaif BT aoiF IR |

2. “aatE wRiE Yo Weegr Ruft ot wdlie & 2, wefd
SMTaTgHdT < e feral Wil BrHd Yol v Uy
7 ydftes A O &1 39 @ @ T § SRIE Sl B
Rrgaryor R | ‘

s prda o @1 et Td g9 frifa e e ol 3w

- BT
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. gDI§ — 3 | PRI gl &1 AT -(Estimation of

Working Capital)

3PS B FART

-3.1- REGER!

32  ORAEAT

3.73 DRIENeT Goll &1 STTHA

3.4 Wﬂﬂ@ﬁﬁaﬂﬂﬁaﬁﬁ@?ﬁ

35 AR

36 WGl

37 WG U

3.1 93qH |

— WWWWWWI |

WWHWWWWW%@WWWI

P | -
A A PRI o A eI B Pk ax |
qoit soTes @1 faferal @1 e e Wa |

3.2

PESICEIS

ST Td w1 & for srdelie ol &1 A ol S

P ¥ M sMeTadar AR B T B | T AER W IR®
gl o1 arge fafeeT fafat & wmgm @ FeifRa wxh ¥ 1 wge go1d
# el o @1 s o arelt At fafdrat o favewoners
ey [T |




3.3 aa-rzfsﬁ'c‘-rqsﬁmmgmﬂ -

wmwﬁmmmﬁwwaﬁa%%nmﬁaqsﬁzﬁr
 Prgieor BT s et B & | wwer @ wridie §oll @t R
B3 B forq el SOl 1 SIAT ST SATA® & | U W &
fore faeg @ oy fafr Torall TR SN WEd 21 o FHrIEdA
$oft 1 ST WReT BT e 9aAwd g & R facdi i
I aReren IATC X O WS | |

34 Ry S & I aﬂ faferat (Methods of
Estimation of Worklng Capltal)

Wﬁmwﬁmfﬁﬁ@ﬁwzﬁm
Wﬁaqpﬁa%mqugﬁﬂmquﬁa@mﬁrﬁzﬁ
W%\GﬁmﬁﬂHWEﬁwaﬂ?ﬁ%mﬁﬂﬁﬁﬁ
J B o Ry i F g S @t ¥
1. trﬁm‘cﬁazﬁﬁﬁ
2 a1ey R T it o Er A
3. s gagam G
o, ued anfie facsr Af

5 AT—aT g At
1. qRares g i — |

wﬁmﬁamwwﬁﬁ%mwmﬁmm&eﬁﬁ
%ﬁﬁwﬁmm%|w%@$mﬂm@awm
rerieor frest srafty oy @ aget wierer ardl & S0 orafd fok H O
B T GRATA T 9 W@ B AN R T fpAr W 81 A6
ﬁmw,mw@%ﬁm,ﬁ%wﬁWamﬁa
| Aae T gt T8 aRETe T BT & | A STl gutl o wE
PT A I & I et IRATET 2, qf¥erer sk Gt e a9

%Waﬁﬁwmaﬁmm% S deT § g

YHR B Sl & —

Fweie o & 3THH
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&, gRarem g — | o
ol srafey @ aferer el ¥ e sraf @) B, fi @
DR ﬁﬂ?ﬂﬁm‘amﬁﬁtﬁmﬁmaﬁmmsﬂﬁmwﬁa
W%Iﬁmﬁﬁ?ﬂmqwulﬁﬁﬁwaﬂﬁmﬁdﬁﬁmﬁm
aife @ wifera 78 wxa € AT & aPR Seures s F gRade,
Hod ®R H uReds  onfe @ wolawy @@l § 89 9ol oI @l
FATAIRAT ) form orar 2 |
9 gR=Eras g @Y el -

aRaTe T Y Sty @ R @ o weh T B e
STATE A, (IR Al & AUE0T FI ITERT A S ayell & oraf
Tfﬁaﬁﬁr@faﬂmaﬁwaﬁmaﬁwmﬁww'ﬁ%r

sﬂ‘cﬁ?ﬁﬁﬁ"é‘—

‘ o , Average Stock of Materials
1. Rew Material Storage Period = & ck of

Duaily Average Consumption

Average Stock of Work in Pr ogress
Total Factory Cost / 365

2. ProductionProcess Period =

Average Stock of Finished Goods

3. Finished Goods Storage Period = .
: Cost of Goods Sold 365

d. Average Collection Period from Debtors =
Average Dehtors + Bills Re ceivable
Total Credit Sales ! 363

5. Average Payvment Period 1o Creditors =
Average Creditors + Bills Payahle
Total Credit Purchases /363

SUNIRT 1 W 5 T & AT Bl AT § W 5 weT 3 W uRare
F DT rafy AT # g & ol g

1. 94 & gREred aml B Go aEdn

IB VAT 99 B e ST st 365 # uR@rer g & arafdy
CICICEEC IR RTINS

| 7} B =30 Rl PRBIPORT | PTHE FETH) 4 R CHRCE-T 1Y




365

Period of Operating Cycle

Totul 'No. of Operating Cyclesinthe year =

g el §oil 7 a=xmdr —

a§ & RuTer @rg § 9% @ Ufarer bt @) del Al | 0T -

S HI §o B o @ SR & g ey A

Total Operating Expenses

Working Capitul = — — — . :
Total No.of Operating Cyclesinihe Year

T  aefAear & g greaeri—

STRIGE YR W IR eriEe goft # smmReeart & forn
o aiix Tl Sire <1 i & |t gafere R i 8, i Sudad
T T QUi 9 A 8 9 0 o {of Tai W) e
mﬁmﬁqmﬁﬁuwﬁﬂﬂﬁaﬁaﬂwm
SIRGERIRS

Example :1
v fofiies @) sravae GTEEd YO @ TOMAT BT —
(. el e fE 10000 SETEA 4 B W FPE B R B

2. SeqTe v st 9 "G et @i & | iR ad udw /A B
J o = B |

3. SUTE AT 59 YBR & AE 2.00 . UR 3918, M 1.00 .
Ry g@T3, SUREH 10,000 &, |

4 TTEd @l 50 o oY BaR & WRfl & alR smgfdiedtel & 4ofe
%) SYR UK BT ¥ |

5. o) WA @ 40 R A Ul qen GAR Aa @Y 15 & @1 i
qugR ¥ T AR E |

6 SeuTed T 20 R @7 & @ SIS A% & URE A & |
1 Pt v fam o # |

;e oirad Bl Gof @1 v D R sndbREemel @
fore Jere w4 # TN ST B |

TR
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Solution,

(@)  Totaloperating ex,enses fortheyear .. : Rs.
Raw Material (10.000 units @ Rs. 2.00) 20,000
Labour (10,000 Units @ 1Rs.) 20,000
Overheads _ -~ 10,000
(b)  Period of Operating Cycle . . . Days .
i) Material Storage cycle - : | | 40
ii) Finished goods storage period 15
iy Production cycle period o 20
iv) Average_CoAII'ecti,’c_)n‘ beriod o 125
~ Less: Averé_gg_ péyment p’é’ridd - : . 40

(c) No.of’opera'ti_ng‘ cycle inthe 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) o 2906.97
- 14534.87

2. ﬂ]ﬂ\‘ﬂmﬁﬂﬁ@mﬁﬁ? &1 qafgar Afd (Forecasting
of Current Assets and Liabilities Method) —
A @ e # el yafed AR 81 g ARy @ oA @
T H 1975 3 T TUS WY T A R o don Rt iR
I, Ay shelfie e 9@ @ IReira ehenfis wrg od fRafran
frm s Afd @ wEe wR W@ g 3w AR & srgaR ' e
Fafd & 8 Tl oF S B YR W HTe] Wil Y b AR
AT BR o € 3R S WR el TRl B Y IEH TR oy
& | =T, wRfadl # 9| = Sl B uel 9 W) s o @
AT ATATE B WK 8 | 3R Hrdefidt gon o aref =] wwfaral |
ST AT B A =], FRd] @ A qed Bl & Hrdeid gl
A1 foran e € |

fadwiia vd ammRe e FuiRy greu § SR qo @
AT T T B MR W o 8§ —

T TG T SRR




Statement of working requirement

CurrentAssets ' _ ‘ Rs.

1. Cash
2. Debtor or Receivables , e
3. Advancepayments e s
4, Stock
5. Others O

Total of current assets ........... .
Less: Current liabilities
1. - Creditors
2. Outstanding ofexpenses e
Working capital (CA-CL) RO
Add: Provision for contingencies
Networking capital Required e
Example : 1, h

w%ﬁ%ﬁwm%ﬂww%‘—
1) ﬁﬂﬁaﬁﬁwzooooomzﬁrmaﬁ?sﬂa&ﬂﬂs@
I TN BT R AT IR © |

2) Wmﬁﬁmfﬁwmmmmﬁwwﬁm
siv SuRera 20 wiowr s e @1 &

3) ﬁmwﬁgﬁmﬁﬁw%wwﬁﬁ
@ FHEAT B |

4) meﬁ%wﬂmﬁm%t

5) W&%uﬁmmaﬁw%aﬂwmﬁmﬁ
& BT TR R |

6) @A arH @ ggE &1 Ry & smyfifediel gRT @ AE @
SR Wiaa & Al B |

) fm @ R S R 319 AE B SR &) IRl B
8) T P YA U@ AE §Te fhan Wi E |

9) Rpy geu U 3FE 9 ®. T |

10) Waﬁm‘wﬁuﬁﬁwﬁwﬁm%‘l
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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) Raw materials {1 month) 90000
(b) Workin progress (1 month)
Materigis ‘ 80000
Labour 45000
Overhead 30000
(c) 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.;

Sales forone‘month = Rs. 1800000 x 1/12

1. = 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
é.. | JAds yaiqaH flﬁ'r (Cash Forecasting method) -

sﬂﬁrﬁxzﬁﬁﬁam@rzﬁmﬁmﬁqaﬁwm

gwm@ﬁﬁﬁmﬁ@nﬁﬁmqﬁmaﬁﬂﬁw%ﬁmﬂ




TTER BT AY HT (AR a1 JrT 2 | 9T A fag a1 ) 6l
Tatar & | 331 AT F R srafy o mitat vd At o s
ﬁﬁmm%aﬁ?sﬂqﬁaﬂeﬁﬂmsaﬁaﬂﬂmaﬂfﬁwwﬁm
§) e B B 1 onf yaE R T B O @ R o 2
ERSE aﬁ%ﬁrmmaﬁ—aﬁ%

Example -1,

U] HEA B 31 IR 2008 BT WA B drel [ @
BRI Tol & 31ef Ya=ae o TaeId Udg MR HT-SAM g |
1, fawy &1 50 uRea @ % BT & TR fAHg &1 80 wfied
faspg & anTel AEM ¥ SR WY U HIE 91€ 9Ye Bl B |

fama ofirs 59 UPR & @ IR 75,000 &.[ATHR 60,000 3.,
ey ¥ fewmR 80,000 ®. Ufd B |

2. 5WWWWW$WWWWMW
O § | SR A @regER @ fAER) @1 B g9ie 40,000 %,
ferre & |

3. = fomdl # Aogd @ik 989 991€ 10,000 . WHE 8 |
4. Tl & fomth 9 a1 @@ @ 9o 39 UBR © | A e

13500 %. BT 18000 &. fdpd @I 9000 ®WIRIN® g (Had
AaCER T4 fedmR ¥ ) 5000 . WiHTE |

5. eacER HE # e yRr WY 50,000 W, @ MfReR Iave w
EIRT HiceenTfae g1¥1 ¥ |

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. Cash sales ‘| 40000 | 40000 40000 -

39
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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 110000 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. @R A6 A bs B URRE I 7 R 89 & pror g

HET TR R

2. BN Uds I 7 B8 P BRI BIe & Ty
3, AR e‘lchsmﬁra%mmwwa%néél

AT | e |sracay | A | fgw
SR faspa (R &1 s0 uftrem) 37500 | 30000 | 40000 |40000 | 40000
TIERI @ 76 HIg & IR R — | 30000 | 24000 |32000 | 32000 |
&1 80 Ul
TRl W T 31 HIE B SUR : - — {7500 | 6000 | 8000
fAma &1 20 wfaea |
@A qmT - . — | 30000 [ 31500 |38000 | 40000

4. gad aifife Rres R (Projected Balance Sheet Method)-

wﬁﬁr%awﬁrw@wﬁﬁﬁﬁmﬁﬁﬁ ST Y e H

wﬁgq%ﬁﬂmaﬁmm(maﬁmm)aﬂ?aﬁaﬁm

memﬁlﬁmﬁﬁmﬁaﬂfﬁamwéﬁ

%1%%%@%&@6@@#@&?&@@%@5@%7
ol A Tt e | afe <1l ey &7 AT awafed ver 9 aifies amd

B M52 16 i w43 a4 et ) SR

T T - L

R I TS ST T AT




ﬁ%mmﬁwﬁmﬁhm%ﬁvﬁsﬂmﬂ@naﬁﬂﬁ
% | g1a faudid aft e der 1 AW T et A arferep M 1 I8
Wﬁﬂ@ﬁﬁﬁaﬁmﬁm %WW{’JTWE}%W
afeq |

Example: 1,

gy fafics @1 sfer Yol 5,00,000 WA WY 1,00,000 %. 2,
2.60,000 . v wwfaral & AR 8, wsfmn Jur 38R s
65,000 . TT 2,00,000 . & &1 R MR 30,000 . ST | AR
fpa % gfy @1 98 W @ Rig ad & e aw EfrEr @ wWR A 50
yfrerd gfy @1 TRdTd & | Yol SRTE aie @ SR 20,000 W, W
e 9§ H WRIEA BT IR & | 60,000 . ¥ T S BT 50 Wi
B B AU WA IR B A€ a6 BT IFAIG S 1,05,000 . 2

A ST T YA B AGA 90,000 F. ¥ | AR YA B B

FHIGAT & | 5 U AT ghal BRAT & | T 3T 99 & forg 10

fIeTd A 1 URKTT 2 | SFIGR 4 HIE Tcb qpral X6 B T
& | ey g9e & STER a9 &7 {99 15,00,000 . | fagwr 2008
1 Ted e Ricer TR HREE Yol AaTEEdT B A
S | |

Solution
Projected Balance Sheet of Y Ltd.
(As on 31st December, 2008)
Liabilities Amount Assels Amount
Share Capital 500000 Fixed Assets
'. Balance 260000
~ |Reserve & Surplus: Add. Purchase 20000
Balance 100000 280000
Less:Dividend 40000 | | Less.Dep. 60000 | 220000
60000
Add: profit after
-Tax 105000
165000

Ffvie §oft 1 srgEm

4]
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Less' Proposed
Dividend 80000 85000
Current liabilites; - Current Assets:
Creditors 60000 | Stock 97500
Provision for Tax 105000 Debtors (1500000x4) - 500000
Proposed Dividend . 80000  Advance Income Tax. 90000
Overdraft (Balancing Figure) m
' 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 | - =15,00,000 x 4/2 - Rs. 5,00,000

5. T I wErESE Ry (Profit and Loss Adjustment

'Method)—

39 0T & arete o Tl arafd & forg anavge PR goit
BT ATAH I o A= S9—3+1 &1 qates o oirar &1 59 .
TR ST 5 T g o At s A Wil wed #1 gk
PTITet gull @1 U B T §eT WA A o |

Example : 1,
YRd HH] BT doIes dM B @R A UeR 8
Rs. | 'Rs.
The depreciation 20000 By Gross Profit 210000
To selling expenses 10000 By Interest . ‘ 15_000
To Income Tax 1000
To interest charges 4000

To Ioés onsaleofplant| 10000

To net profit ¢/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




H%ﬁaﬁﬁ?:w-:‘
99 & TR 60,000 . DI AN HT TH 74T ST T & |

70,000 %. B TN BT RIAT WAIVE O TR 32,000 . TH
B & B 25000 &, F 9T TN B GG B |

a9 & IR 20,000 . T HO TF AU ¥ gRvEd )
| 40,000%.$Wmmmﬁﬁﬁﬁa%qﬁrﬁﬁlaﬁmﬁa
golt 9 gl a1 &4 &1 fer oy g1fs Farier S @ FuifRa S|

Solution,

Rs. Rs.
Net ProfitasperP & LA/c . - . 180000
.Add: Non cash charges |
Depreciatiqn 22000
Loss on sale of plant = 13000 | 35000
2.1'5000
Working capital provided by Oberations
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 {RIY

SRigd faf= At o1 sieags o @ uvETd 9N g §
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ﬁwﬁﬁﬁuwﬁaﬁwqﬁwﬁwﬁaﬁwﬂmé@a
et &1 e g A @ Gw R w9 b §9
W—mqﬁm&ﬁ@ﬁmﬁaﬂﬁﬁammlﬁﬁsﬁﬂw
& 7= ARl SevIEaTaR Ae B wer g J Fie w
& ¥ Ry @raaTd were # ST e 2

36 Srarae |

. ﬁwwﬁﬁr:yﬁwwaﬁmﬁﬁmzﬁﬁﬁﬂ
sraveralt @1 arafy ¥ smufdf < g1 what sty BT FHATS
Wﬁmaﬁwﬁr%l

. HaTeld =09 - amﬁfﬁmmmmﬁwmﬁﬁﬁﬁnﬁ

_ Wmﬁ#rﬁm,wmﬁmm,ﬁmﬁawm R
e @E B BleH]) WHA T B |

o  wurxioer srafr R sl # Fem A f[fa W |

qﬁaﬁﬂm%wwmﬁﬁﬁl

K Maﬂtﬁ-ﬁm éﬂm‘rawwwsﬁﬁﬁaﬁ’r

3rgfer T 21

. aﬁﬂﬂTﬁﬁmmEﬁWWmﬁﬁﬁ:ﬁ
SRy A 1 S sl e oafd wEd ¥

3.7 WU U

1, Wﬁﬂﬁgﬂﬁm@wmﬁwﬁ?sﬂmzﬁw
¥ wpae Rfrl o fire @ S|

o o goh @ RO ¥ e wr e ¥ 6 R @

fredrer 3 A @ o areh Rt Rt @ Rea B

s W@%Wﬁﬁ%ﬁaﬁﬁ%mﬁﬁqaﬁ?

Rrory wY  yReTes =@ At B FwEsed |




TP — 4 & Ud YT {al &1 ga=
(Inventory & Receivables Management)

THIE B /RG]
41 IgOW

42  YREEET

I4.3 TR Pl T

44 U Sl B v
C45 N9

46 RGN

47 W—URE U

41 S]aH |
S SHIS Bl Ued & 915 T 39 INY B g 5 —

. el @ aref aqr 9 |

® | THY B YR PN TB |
o mﬁ?ﬁfﬁrmﬁwm’cﬁl
e U R @ Te X G |

* 3 @ W R B fw BT v Hred § wEw 91 A0S |

. wh U4 W {9 @) 7O BR O |

42 YXIA-T

Wl Ud W it o1 vae e @ R v Heeael uibar
2 forT SR R HW 9% ariaR® Aawifie e7v7dT &1 ardes
ST ¥ | U §9PTs H W U ure it o AR ren @y e
21 g8 O fAfdare v & fo6 Wy & ey Wifde dama & 2er

fSrest Torr e fobam A Sl @ e wer wredt @y A & w5y

45
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ﬁwm%wmﬁmﬁﬁg&mﬁ%%w@rﬁﬁﬁ% |
AN & Te wed @ Ry Ayt § R amern T §)

43 T Bl Y9 (Inventory management)

W] BT Y W & Wi e @ gar § fEH o

e T Y ST ¥ | TR ST ST aef @d wu d ARy
T ¥ | e ¥ R awget @ < T A ¥ e 2 e Ak

_ﬁww_aﬂwaaﬁﬁ%a#uﬁaﬁaﬁwaﬁaﬂﬁaﬁw

Fal | e seraT Tefrar B f Wi & Seured e fdshy @ we
T g Ug B B BT & 3R TG Ig Al wfedl § wdife
T W B | SRiEa Yofl H ¥ a1 agur 30 TR W 80
Sfrerd o 5o PR ¥ @ik 3v Ta o e R e 81 e

& aREie § AnEgEar AR PR 9 T @ R W @

Shra frao = vd ye= AR sravad & | 30 BRY 8 IE HEl
ST & 6 AR FawI @Y O o) S 8 a1 wder <eRe w1
ST ARy | |

e R @ T T AR e A PR o 21
T B MY U TR A & B 2 S e ar
S SUmT D ERT AT W ETe 3 AU O YT ST
% R Sdvn UG Rpd T srE R & Ry Safa
ST e gt & Frmfor 3 SRR RN SR Y & | W ) g
vl = 8w IRk O | x § agen PR B
wftafera far Sal | Foar 93 (Raw Mate.riajs), R 1 I
(Work in procesé), ﬁﬁ?f Hret (Fipished goods), 31 Al (Other
goods) TS st S TUIART AR WA BT RERH @ W
& Rreri fretir Sraifreret i o o SR AT 3 W @ S
AR T R T W SRl G e & R R e )

oo enT ofR Wl @) afredw  far o 9|




B YT B IZTY (Objectives of Inventory Management) —
1. R @ 9H @ e Y ) v
2. HEAT 9T @ @M o | |
3. Y anTd F wE |
4 e SeET @ wRy |
5 SUTEd & SIRIH BT BH BT
6. B P o # R s exar
7. W S S e g A BT e
8. ¥ #1e &1 @ & S & wrgAe @) wwifd |
9. wa ¥ Mgelyar amm |
10.  TTED! B S Jqar GoF BRAT|
11, Wﬁﬁﬂﬁﬁaﬂmaﬂ?maﬁaﬁﬁﬁﬁﬂﬁml
12, ERe  FPmtor gereran # gig @) __
13. WP @ @ wE A I Are 7 s T @ W e
W A R w) # fEffe 3% 3 9@ (Factors
Determining the investment level in inventory) —

TS g B ol smaeedel B e ¥ gy
W D1 AT ARG BRA wseli & | ¥ B I8 A1 7 d@7 sragged
¥ 31t g9 TRY SR T Aavhhdr & BH | Td WhE B AT B
3R HLATH BT =MLY |

@ i R o T RN @ v @) PR @
TITRIT vt € -

1. &= A1 # Wl ggfa (Seasonal Nature of Raw

Materials) —

Fee Aol foedl faey Om 9 & Suciey 8laT & wafe el
SHE! WA g e ol & At Aam A s W B aee

T U T el @

47
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o sl Gt R a T
2. ¥ U9 W HY H 99 (Economy of Large-Scale
purchase)— |

& o e, onfe | U B wed! €1 39 W9 ol | Sk Al

AT W AT Y o @ fore IR 81 Jpar 2 J9 W # oo
ATy g | | |
3. HHY dd (Time Factor) —

ITEHH @ ded qId Pl 7o) iy Rog & iR o9 999 # B

amgfd B wadl & A dad & A 39 B Iaared @ o weer HJer

& Wy ¥ YT o @ &R R we g 2
4. 7T GfAg (Loan Facilities) —
TEUT T A H HT < {d B qER W fbar S & $fiR

sperarTe uRugaer a8 R ) e g &) fR Fe A @) e
R o 7 i w=enell ¥ For @ firer o 2|

5. el WX ¥ I=arga (Price Level Fluctuation) —

afe fepe wfasy # o0 gfg @1 Fwma 81 O BH e sy

W BN FUET B Bold: iw | A oftd B | e Wi
¥ fRrae & FRIET 89 O% HUSR H ATe @H @ Ugid Bred @t
Rerfy B 21 sl wfe § Rfdes &7 8 § |

6. fawa &1 |rAT (Quantity of Sales) —

IR BH @ Ay % T g 8 a1 a8 Fffa wa a1 9vsR
§ wH @ R RfFERE &1 'R w9 8

7. amgfd e (Supply Conditions) —

uﬁmwaﬁﬁ?ﬁvaﬁﬁaﬁuaﬁﬁﬁ%ﬁwml

@ P HRY AT W w9 g |
8. 3 d«d Other Factors) —

(1) geama @ amgiar (2) MG avg @ g Fae o

Ul FYCPIEL W Y VAT XTI T8 LS FAT S Y

CEoURD T tas a3




3rarfA, (3)aﬂ‘fﬁq%a%mw, (4) areeh T1 WRTE wHA DI
SEfe (5) e Aifd ¥ uRada (o) aorR § #=< & Rafy vd (7)
anfy ‘

@ E{EF"EI P SUB ¢d qHAD (Tools arid Techniques of

Inventory Management) —

HHEFG: g & fiparel &1 geea Rigrl @ R W) :

T @ &9 § e 8 W TS BEddl § | Wl U $] JI=T
' g g ) e, aed, e v ey @ g 8 afe
| PRI e B SRM I RT3 B GeR e fhar w1y
- fafde 2nm R e e uer @ TEAT A dediel | SR B
4. e adw "y 91 §. . F, (Economic Order Quantity

orE.0.Q.) — .

@ B geed § A A AT W @ RRdl WS @Y aEe 9§
& BT TN W1 B =N & P ST B 21 I8 ARy & 4w

A & R W AR gAaE 81 Aty wken A o 9 W forg
Maea® Eedl Tiel U & IR § @¥g X whaal § 4Us9 B Bl

ool o wpdl 2 | THQ ST ST (Ordering cost) ® @1 &A1 3T -

R ¥ XA @1 @ (Inventory Carrying Cost) # gl 8 ST |
sHd fAwRE, ot weer sIE-uid 7137 | ey <dl § ar hgA
AT A o G giy B ST TR W I @ AT B 8
ey | anfefes s | iR o Wy = €1 arTal & e
¥ 7T O R |

I3 ©Y ¥,
No. of Order = S/Q
Total Ordering cost = S/Q x O = S0/Q
S= 3@ ¥ wgaa ArETll & Rl wwE
Q= ufr amiw & A
0= vl MW T AT T |

e 1w Rt

Wl
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et frota

3. AT WG (Ordering Cost) —

3T a STRYM NI S PR B ol Q@ Iy B v ATl
T AT PR SN a9 MR B ST B HR BT AT AT =AMLY | AR
& AT AR @ SRR ARG ACYH AT 10 6. § 20 WD HeA
s '
4. @ W@ & FET (Inventory Carrying Cost) —

T IMERIE T G 7 U 81 e & 3R Sawgd & forw
TERT 7 B TS H IR Y ST § ol I G & AT S
A B | 5D W F — Wy ¥ R gl @ arT, wwsRe

gﬁm#wmﬁaﬁwaﬁm%w—zouﬁmamﬁawﬁﬁ%m
2| e omew A 99 wR W PuiRa @ ol # R w <
AT BT AT =G A | AT s Arar FiRa v Y Freferle
< faferr gl €

& fvdyvicas AR (Analytical Method) —

7 AR & |l & @i SueT W @1 - e
o ardel # fafora e forar ST 8 | Y SISE @ SR B AT
21 T TR & ARY R Gol AN =ATH IR & 39 81 Afdw
ST |11 A foran ST € 8 A ¥Rel 81 & SravE o U9 e
TR (Trial and error) R 3MEMRE W & HRY FH WieH gl 2 |

3. e R (Algebraic Method) —

e wEife dwha B & Reer wRoe R @ gw
foran mar & | 0T 3. fAews @ fAfY (Wilson Formula Method)
HET Wit &1 e amewr AT & iR e doriicdiE g3 o
Herar A e A g | '

FOQ= ——2‘:‘0




- EOQ anfefes ameer |raT (Economic order Quantity) T Ud T e

- ] HE
S = qTf¥es SUAT &) IFATFRT S&TS (Estimated units of
' annual usage) |
O = aIftfes STHRT B AT <&TE (Ordering cost per unit)
o= Thel T BT g T Tferd (Inventory carrying cost)
¥. @ity fafer (Graphical Method) —
=9 A & 89 3Ry 9 @ ANTd Wbl Y& Bl I e
AT B R e TR & IR Vi e S B
SR TN AR AR B SR g Wil § | Safd Whee v
& AT Ted Wl § 1 o gl o Y ugel "ed! & iR 9o
e ¥ | R g, W @t emra gAad e 8 adl e araer A
=g g 2 |
SRV g1 AR @ wWEeRe — ¢ SN 0 3mide
e AT A1 o R @ weh yer v far 5 wadn 8
qrites SUANT e 400 SHTS
UfY oW oF @ o — 100 5.
W Y B Uy 3pE Ara— 8 &
(@) faveyonere fafr —
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
‘ : 51
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SHIDERCHEN ) 1003?1?@‘&%@@%%?133?800?6 =l
9. diomlche fafy

250
o

5 ,
EOQ= ’_x-’-'101(g)x]00

=,/10.000 or 100

E()O

Example:1,

VT B UF & THR S SeIe BT I aﬂﬁ’r’é‘lw
@ IS BY B A B 10 IHLA JARF. ¥ | /A T
FEA 12,000 TPTEA BT SR WR 99 @R R ¥ v wamrEH

@ AT ReR B | = A B AR e W 200 . 3R GRY 3BT

W Vg B AN 10 6. ¥ (@) anfier e Amn () FHo

W A AR (&) o 9 st @ ke @y s S|

Solution,
(a) Economic Order Quantity
SO orAnnuaI requrrement =12,000x10=1 20 ,000 units

0 = Rs. 300
C = Rs. 12
2 2
EOQ= \/ x12 0000>< 200
,/480000

=2190,89 Units

(b) Total Inventory Cost of 2,190.89 units (Orderlng costs + Inventory
Carrying costs)

-Ordering Costs = 1,20,000 x 200/2,190.89
= Rs. 10,954 .45

Inventory Carying costs= 2,1 90.89x 10/2
= Rs.10954.45

Rs. 21,908.50

Total Inventory cost

() No.ofOrdersperyear= 1,20,000/2,190.89

= 54.77 times per year




44 YT $T Y9l (Management of Receivables)

o At srielie ooff uew @1 ve wEayl Ued & wifd
i # g @ MR W aard B Yho 9% TA § | a9 A
Ui I FRAT BT (AT Y & TR Bl 971g v od Qs
wan A gig aR B o AT T SuR faged AT 81 & | wiovag o

| m%wﬁﬁmmwﬁwmmzﬁa@ww'mﬁ

. ¥q A6l T A7 BT SR Ry 3afRer 81 T 8 | SUR UH 6 A § |
o o TE wEE o i Swpdl H AR € v ¥ | SuR fawa @
‘Tmmqﬁmzr?%qwﬁﬁﬁmm%mﬁeﬂmmﬁaﬁmm
TR T @ &1 BRVT gt @7 o g & 4 o o e 9u fawy
& 7 age A TS g U FEen § | g e ¥ grt o
TG 15 TG W 25 WRIET T ArAT S § | 3 Wl & |he

AT 3 TRt B G Fa T S Saeden B ¢ | Jr BT

Ty A ¥ oeRT ol T R @ gy A i | e
1 ggql affafera 810 § —

& el @ ARy vd Rt @ e

5w o P

. g Sy T fre

g gt @) agel At & [EiRer g

g, wra @1 g g favdver |

gt BT 95a%d (Objectives of Receivableé) ~

Wl P g BT I IEaed AT B A DT T AR
& WA Al IR WX @ Yod H ghe dRAr B Al R @
sedvy R § gy AT & O Wt s SR § ST 89| ol
TTel @ yaR BT SEeTd ROl B R BT 3 YHR FIET FRA 9 ©
ey 5 famoa @1 g & - 3o Foll @ SR 1 A
R aom W | o B o P E -

Yy @ T e o
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1. ®H & q Pl AWBaH S,

3, fassa # gl @,

s SHETH W TP STERT # AT B,

5. W e @ PekE e,

6. uﬁwafaﬂﬂmml |
m@fﬁﬁﬁ‘ﬂa%mmumﬁﬁmﬁmﬁﬂarwactors

affecting the size of investments.in rec‘eiﬁables) —

THE W U4 U B ol & wewyqel ved €| wral &
R &7 R &8 aal W PR e 2 gl @ gt § 5
acdl T = W # feafra fear oar & —

1. ufdwgl @1 Rafd (Condition of Competition) —

Bl ® 3R ol 7 Sy @ A8l g § uReg forae wfornfiar s
BT Bl /AT B FUR fdgha 7 9l B A g gl |
2. GUgY Hif (Collection Policy) —

HUET AIfd 3§ TEDT ¥ UF AEEN, AW G, AT, ¥
azﬁlﬁﬁﬁméﬂﬁammﬁ%‘m@ﬂﬁmﬁuaﬂsﬂmﬁw
femT SR 3 S € 9t @ AR wier |
3. e AT (Credit policies)—

Sieardl wrg N e aren WRT B e B ABR Y
Eﬁm%mﬁiwﬁwﬁﬁrmﬁmﬁﬂ?mzﬁwﬁﬁqﬁm ‘
ety o T 2 | |

4. YR faPa & AEFT (Volume of credit sales) —

SUR faga @1 A1 SR WA & TR H eAIeTh WA i
ST &1 T2 1S W ofie AT ¥ SUR R B @ Bivfg ot ¥
o fAf¥ed wu @ wifkqal @1 e ff g1 € ) Al B A SuR




i frar e & o w9 @1 e oty B |

5. Wﬂﬁ ¥ amed (Customers Hatr)its) -
W?ﬁﬁ'ﬂﬂﬁaﬂﬁaﬁmiﬁmﬂmfﬁwww

TS B | 3R WEDT B HAGRE < A & e e 4 e we

B IE B O T BT SMPR ST BT I7aT 81 |

6. HaH HTGI‘R' (Seasonal Market) —
uﬁ%ﬁw%wwm%ﬁ%ﬁwﬁmﬂﬁﬁmﬁ@

fasra SuR fasma iR yredl o A ey Ay feast @ e gnf)

SATEXI SRR YT U, IR d VAR HUSIIAR T fAsha dwehl B i

CTRAT B AW § 9YS urdl @ AT SR B |

7. ﬁﬂv’a @I I (Terms of sales) —

ot H e & R P fry @1 et watfe wafa R
2| oft SumY SuR Ao 1 R afve 7 W dr w e aRkdw
& 78 R | O, rer g Fue gf ove e R & e avd
8 1 9% T8 W gor &1 e 8 A8 Jodl B | R FaER H
gierag!, wafera versil 9 @mawiye weRTel @ e 3 W& gU WA
9 SUR AT I B I & ST B B | |

8. A dd (Other Factors) -~
AT A Sucrer anfy A gl F FRE B ER B W e
&
FHaH 9@ fd (Optimum Credit Policy) —

g N &7 e 99 MR A AT U AR @) Jaunda
[ T AR BT JART FRI & | T B Y H [ @ g A
BT ST T TS & | TR @) ARY A T e B & 0w
TR e AR B 9137 A U UTgh! &l G &t GiaeT ISH o |
ST A A 99 fdg TR B & T8f avern 3R ARTge
osh U QR B Fled ¥ fAcha gaes a1 e i) o e
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WWH@@W’WMW@?H@W'W T8
ﬁw@mmﬁmwmmwﬁﬁ'ﬁ%mm@
&Y B T |

(%) <eR are Y (Liberal Credit Policy) — 91@ ATl JUIR &Y

mmﬁwﬁma‘rﬁﬁamlaﬁm%wﬁﬁmﬁ-

Te, [RF WHE P TR W, T TED T AT B 7 AL
F Rafd gure @ forg 98 IR A AR SR FRaT © | W AR

g R A e qeedl 0§ — 1. ITERT F UOh 9 sretem o ¥

ST 9¢ STl 2 |

(=) FIR wrg Y (Tight Credit Policy) — FHEtEl a9y
aRRerfr #§ & g fM g7 7EH 31 & SR A dadh B iR
AR T T R A N o § | S oxer Ry g
et £, WReT @ Tt @ Yol @1 arTd § ey Sl ¥ | ud areiey Son

gl ol e 2 f R wo wrE AR qrigdt € - 1.
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ST IS et Frafiie oIy (ofmfe) o uer # &en B, @ BE goil afg
mmwﬁmm%wwm%ﬁﬁﬂh
TRAT U wifed ol 21 3 91l T |WragIgdd J9- DAl

. - L DRTMIAC 1 e, 7 i P (P




TS & TR UE At T R b B aeef waw Sort & o e
@ WY H U aifed el i @1 arer e ARy |
e DAY W oo, R fARa 3R @ Rigit @ dio &
BT & | Arrer SRy &7 apef et & 9w fvfa @ @ e g™
J U8 T XA & B o P B 9 e @ w9 H fAaRd
s Srg aiR e uRenRa fear arg |
fOcia Jemr &1 T S5 W & iR o0 3T Iffe
THIEHROT BIAT B | AT & 9 3791 &I ol Jod 54 A & g
S5 & 5 I T ot oNied @1 SR YT (Payout) 3R
Eﬂﬁﬁ?ﬂm(PlougHback)' %éﬁaﬁﬂqwaﬂaﬁﬁﬁmm%l
TeRIp! & A A8 fdwmen el g & 5 @ 9ie a1 9 @i | g,

Sy ¥ fBoar 31 amwiw A &1 Rl e fdaRa s &

Rygral T Ao & BT ¥ e Td FH 3 R 8, e
A arot o1 sfernRal B A vd ufoRmRa el § e
FAf¥e ol 21

C aferRal ® e @ w9 A ool & faver & grw § gae
1 R e <y @1 &) e Y $ed 8| dad @ [Py 93 A

@W@ﬁ%mﬁsﬁw%aﬁ%aﬁaﬁwmﬁ

ST ATy e @ 0 g5 Ry Iegar & | e N faior e
Y gd frefaRed uel & SR de B - - |
1. T GEed @ YRR aut @ & Sme &7 FaE fhar
STa? | |
2. Piftew R g @ eme R S, R e @
q1AT 9 Al F4 T 87 -

3. HT A P UH FREd ufdee arie @ WU H fear oy
fSraepT @trer ufey ofer uRaaweie emwrer gr?




e faufa

4, &AM Adhe AT e

| 5 FT AT 99 3fE % vy § foar wa?

6. 1 IR H1 TRl iR aRfRg aut 7 gAfdfEiea @i
Sq?

1.4 MY &7 312f  (Meaning of Dividend)

aﬁwsﬁéaﬂﬂﬁaﬁm%ﬁﬂﬂmwﬁmmﬂﬁzﬁ
I o™l ¥ 8 W e AR R SR @ SferRal @ g 9ie o
Hehd & | P! (ST Waﬂ‘aﬁuﬁ‘ﬁf) i, 1974 WA
T 1975 & AR AT o &7 AWMU B B Ig o B
1,/3 9T O BE & TH 79 @ oifded You W FTaE A 12

ufrerd @ @ T 7 QiR st w 7w A R @

< S AT B R W B § | § SR B oY YE A 98 o B
2 ST we o, 1956 @ GRT 394 B WA B AR B
3N IHH W IMFST DI AT "eT o T 2T a0 wre ffam o1
gRT 205 & 3HR 219 gl faar Tar g L

AT IR o ST 3T H A WA gl By o B
aTe 7 R g & P9 g R D Y M R B 9T a ane
ToRI BT B Qeh W BIAT € | §9 31iSed R | IferniRal &t & arfe
TR BT &1 8 iR ofet @ Tun ¥ 9% 39 anfed W G
sferenfal @1 gerT § wrfiear ur g § | geft we sy
DT 3N JMERT IR QX7 SAfABR BT & TR 9 gl G W SR
S ol FeRYT B fT a1 cieebTel R @ forT el Y A A
FR qEd & |

Fﬂ'HTQT Hify B TaIdT HI arel a (Factors affectlng DMdend

Policy) —
mrer ifa ot fFriRa B qlcﬁ'qmﬁmﬁf@ﬁ%“:—




1. ofTH &l WX (Level of profits) —
Wmﬁa?wm#rzﬁaﬁmanﬁaﬁhﬁmﬁ@rﬁ

ﬁmmw%wﬁnm%aﬁwﬁamwm‘

| WG T BT T A B & | Pl T T, TR b S e
O FuiRa & A Gege BT 2 | 3 YBR R w9 H @™
i e Il TRfEl 9 dEat B anen fme o §
Wﬂﬂm,ﬁm%mwaﬂmmlmaﬁwﬁﬁﬁﬁa
HIN & | |

2. @d) B RAfA (Position of Cash)—

IuFEl & d THE AN BT YA SR | SR el W
g e aTeh |l # avelar Rafd dHWR B TR AEE
axorar Reafdy ) amarer folg @ mifaa =l B |

3.  fUoell &™Ie 8X (Past Dividend Rates) —

Wﬁﬁwﬁwmﬁwmiﬁmﬁ
TR 3 AT B Tgid T | FTERE A o) ReR @S @
T B 9SRT gIRT AT S & | gafere amne et axd
T EaTerpt Y T aul @) STHIE o) BT TR Al e |

4. . eraTRAY DY ey (Expectations of Shareholders) —
SR ST ofe A R E Al 9 A B AR A BB S
T oI &, SHBT IS GHTeTD! DT BT TR | Jenifeies gfie | o1
HaTee HEE &) amg &) Rift geeal B fog Suan § o @
e was By ¥ o1 oferiREl & TRt 9 smensd @ 9 yar el

W, R s H sifiRed goll T e ol s o

HHel £ |
5. ¥enfig $¥U-1 (Established Company) -

=i i

9




@y favfa

10

Ry el 1 o e @ e W el #
ST AGEEH B ¥ A I IRl B FH ) A AnhE

.Wmmﬁmmm_ I B

6. Jedidd+ (Fluctuations)-
aRafia &1 o & | A B R A B A ue W & herd:
Y <X H HH P B fAT HEET 9T B 9T B | 3R ST

3 e RS I e A ¥ € A - g

ATTeT Y IR SX 90 W H 9% B O £ | 3ol @ WEd al
maﬁﬁmﬁwﬁmﬁwﬁaﬁm@aﬂmﬁl

7. BRI Aifd {(Government Policy) -

Wﬁ%ﬁ%%ﬁmmﬁﬁm'.

_M%Wﬁfﬁlﬂaqﬁgmmﬁwm%mwwaﬁ

el 2 vF Tee Al & ande R W W g B
IR & F1Y TERIBRYl & e &R B 8 @ e g
Yol § B BN IE) B | oI A d AR WR D TG US

BB

8. Eh_\"':ﬁﬁ‘f(Tax Policy)-

il SRR GO i @ T S o B 95
% # UG A ¥ | S0 IR s o RoRd o A
fopar ST ® | gaferg ey Y W @R AT @1 uWra ue 21

9. GICEIRED L) (Universal Opinion)-

) W Spar e <w ¥ F9ga T 9rwiad aiaihanaty
BT AUE T AT HIfd TR gSal & | ISP AT < el




HHfTT B ST )T am‘mma‘?rsrré’r%wﬁmemﬁaﬂ:raﬁ?
aﬁwq%a%aﬁ?wﬂﬂﬂﬁﬁwﬁwﬁaﬁmmﬁrwﬁ%

AT SR Bl SR AR AN AR Tl 7
10. 311 A (Other Factors)- ‘

Ser AT @ T B AT @Y 3 Ifoad &
(o) T o) eI Y TR AT R I S
BT 8 | |
@) it GREI-el AT § SRIgH B HIT T A W
AT T B |
@) _ﬂﬁf@ﬁﬁﬁaﬁaﬂm—wﬁﬁcﬁmm
R amie AR e g A 2
<)~ goh s g o
(@) v ghed s

15 RIZ (Summary)
aﬁﬁﬁmﬁﬁ@aﬁm%y
| SRRl oA B wu H Nl @ AR & W |
W@Wﬁﬁﬁﬂﬂﬁfaﬁé‘rmﬁiﬁaﬁﬁ%nmwﬁw
Wﬁéﬂlmﬁ%)[mw&ﬁ@ﬁ%maﬁaﬁﬁ
JUATY S ATt el F Y TE AR X

Srter Y e earer AR ¥ o) I ) AR W

Sftrarr R @ et A O R @ sfaenRal B e arel et
A 2| e S @ arwm @ fAaRd F ael R g

ArSTe A BT & | e A & e Fererd & 99 R [

S forerd I § 98 79 IR § Fb o & R A @ e &




i fAofg
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- w9 faaRa frr ST 8ik e w5 ¥ RaRa fm o)

MEACEI

- 2.

1.6
1. 3TIYSH (Share capital) '—wﬁaq\‘:ﬁé’raﬁr@aﬂ%‘l-
2. UGl 9T9IR (Capital Market).-am@wmw
IR | |
3. ®@Hd (Public Opinion) — TSGR 7 | ,
4. YARFRASA (Plough Back) — &7 31 iR @ arerty
AT I G I T BrAT ﬁﬁﬁuﬁaﬂml
1.7 W—W?ﬁ g
1. wwﬁaﬁm:ﬁ%aﬁwéﬁmﬁﬁrﬁaaﬁﬁaﬁ-
THET PR |
foel v & emater vt o s e arer RN et
ARAT BT |
3. IR T BT gref AT §Q emHie Y 3 e AR |




SHIS— 2 iy @ Rigrd ( Dividend Theories)

ghIg DI AT

21
22
2.3
2.4
235

26

T—UNH U3

2.1

SR

orer & Ragral @i ga1 G |
T ¥ Joi wie @ & Ty # IR Bt o 6 |

2.2

PESICRI

Ww@ﬁwﬁwzﬁﬁ@?ﬁ@ﬁﬁwm’ oot

vd wfERe o @ FefRer § wHa fyer ¥ 8| e B
g veey @1 AEqY & & R W R fofg @R
gt g ol 91 9 ) weW AEeyl fIg ofw gikal o
e & <50 W ) S aTe @ @ A @ i & § sfenRa

1 gfie I THE A BT I WIS A7 & e o fa

BT ®Y S THI FE BN SGTIDAT B A e F TG A | T
YR arare S @ -y uRETRd FR @ Afd A gore #
o S ¥ | i A @ gfeRer 3 A e geR & uRarh g
g ¥ | A e &7 o1 BH ufoeRer ofR eiftie afcrReT

13
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BT A BH ATAT Eﬁm%ﬂﬁi’rwﬂfaﬁaﬁtﬁmmm_

| 'Ermff?f?ﬁl@r—rﬁﬁwswaﬁqudﬁv‘mwél

2.3  oTq[9r a% ﬁl@r_d (Theories of D|v1dend)

W%@wzﬁﬁﬁa%ﬂwﬁa‘rwaﬁm

| uao—da%n’s‘%—

1, SITHIET 31 UTiTeh fI=RETRT (Relevance Concept of Dividend)
e | | |

2, AT @ IR fARYURT (Irrelevance Concept of
Dividend) -

er [OaRERT & FHefes dicey @ MA@ SRR AT

A B B et B aeaw B § agd AeEye @ arfe

AT a e & agaR, “amier T ok w @ e SN
W T E| T QA PR W T B | At
ol 1 wH & o BT i BRA F B1S yfier 48 8 B
st frofg o @ qedt @ forg gl swifTe T § 1 9E
AT AR W BeR ¢ 9 W @ Thed. Sam
(M.M.Approach) ﬁqﬁﬁ'%"l

R Wvﬂzﬁrwqﬁgﬁ%mﬁvﬁ?mﬁ
TRy o AR w1 vd uftenRa k) e arer <7 FoRl &
& SR el 91 SRR B A @ WY H A B S
arelt NI & Pefeor @ 81 aiflie amare &1 orf 39 aReReT sl
mmwaﬁwmmélmma%w
& PR FHEA T fapra B o sazas afdenRa Al § 4 an
TR T TP 98 amiter B B arve o A B E)




<marer foiy 9 eu sfEra®vor &1 I3 (Dividend Decision

and Value Maximisaiton Objective) —

- fafyar favta g srfuewe ok & Wit amer et e
Sqee o ol @ e (SE S B AR e & aw 3) o
e 3| i s TR S @E B o e B
o & AR A I Rt @ A o &1 o 31 feey Rg
SR 39 20 TR S 0 981 & T g 1 arrer Aifd & eeAr &
3701 BT IR el 3T BRI T Hod YA 81l & o1 =181 | 39
ey H &) faameRe € @Y oo § Ao A8 @ g U e
R 2 5 oo & qoa & omier FAoR & I=ET (relevance) ©

SR T FERaN @ o owd @ aea @ anity Pty @ B

TG (No relevance) a1 2|

(1) < fofa &1 I &1 RraR (Relevance Concept
of Dividend Dec_ision) — | fagm™i oW W3, areex (J.E.Walter),
TH, WIS (M.J. Gordon), SO AT (Ezra Solomon) a7 fiTied=
(Gitman) 3T = 7T & 5 vl & o @1 e o H,
araier fofg @ AEEqel WM 21 g vel # aWiE @ w4 H
fafer @1 I arelt I T Wi A gg wiauRa o @1 A
& or & TR W ofel B TR T ¥ GRS & o 2
3retfd Payment Ratio 3T TTT 3f3N & 9T9TR Hod U Y1 @rHIide
21 39 UBHR B Bl IER T HOR A W Bl & el DT 951

& gl g 2| aree] 97 M 7 50 T § 3Tl — 37

et g3 wa # ufauifad far 2

~{31)  qTeTN BT Hisd AT YA (Walter's Model Formula) — dTeeR
& AR ATy AR B odied H B A Igavd i
g BT ARBIBROT B e # & fhar e AR | ITwT 9B ©
o6 Bra & Heu BT e AR B TET we e w8 |
fafart @ e g1 & avie ifg feiRa @1 S

E[ l'\ \a;[g\‘;li

E




ET%QIIWW#E%W?W g " A ARIRAS
RAFRINT & arawR | &) s amTe IR BT ARG, i o &)
WUS BT AT B | gEY R el oy TR Se-ufed e @
mﬁﬁmﬁﬁaﬁaﬁrmﬁﬁmmmﬁzﬁwzﬁé%ﬁw
BT MRS AR 7 B I 76 T2 F FfTaT 2q U @Y
S @ T B QT Dl B w w Refy ¥
SN W&Wwﬁvwﬁaﬂwaﬁéﬂﬁma‘rw
g |

dqTee] BT Hied B Aaiel o) &TﬂTﬁ‘ﬂ%l

() R P sRireE SRR a7 @ e @ & g 2

mﬁrm‘wﬂwmmqﬁﬁﬁﬁmﬁ:@aﬁm%]
() P B T W TaRe e} ¢ (3l ufenRa ama 9
AT<IRep FeUTeahaT) Tl Yol B AT k' (3rdfa aoTR ¥ waferg

'@Wﬁﬁ)ﬁmﬁﬁlmmﬁaﬁ%ﬁﬁwmﬁ '

reae wikgw ¥ aRada 98} g2 €

@) DR B A I GiTRG aRe @ea ¥ & g

B A B AT A B W F FaRd @ o 2 |

(4) ﬂ@aﬂ?ﬁﬁﬁmﬁmuﬁfwm(awﬁm

ST ( ﬁaﬁéwﬁaﬁ?ﬂ%‘r@mﬁimqﬁumﬁuhw%@(e
D) # uR&cH oIl ST el & | A (E D) &I g 0

mﬂwwmaﬁl%ﬁwmwﬁwﬁmmw
g

(6) D P AY TR TAT I BT

(6),, 3T BT IR Yol W & T omarei & 9w 5o
A P BRT €|

(7) TaErE @ ufRnRa o WISy ¥ ura @ 9l AT &
TS Bl € 3R 394 iRl o IR Heu A gerfee ger &)




greex & G faa 8 — | et & R

D+r/k(E~D)
k

P=

P . =W 3% S9N T (Market price per share)
D  =ufd 3 ST (Dividend per share)

€  =Ufd 3% W (Earnings per share)

r = TR U X (Internal rate of return)

K =q:C|ﬂﬂ%_31Flﬁ('Costofcapital)

I (D) Y uRafie dwas Feffe fvar siman 8 fore o ufer i
e ¥ 9 RER I &

(3) T RS X () TR GOIHRTT &R (k) W s w
(r>k — U Peade FEtE A T § g § e o
. s s R sEer 89 & @i Rfre w s
Goh P AT S B | 5 et o R 3y e s
B REIRT R R AR AR S G B ST A B
R T F O r>k A AW A AU Y BT ey |
st P 1 Teu ARIGTA BT 9 D= I BN e @ e A
SRR AT 3T AR S € WA 3 T 9ok e I%cT

IR 8 | (P increases as payout ratio declines).
r>k

@) aaan?rﬁzﬁa?(r)quﬁmwa? (k) P TR & (k) —

Wﬁwﬁwrﬁﬁﬁﬁﬁ%mwwa@ﬁﬁ
omqrad ARl seeR A€ g1 T §NfeY UF aR Aread
ﬁﬁmmmﬁmﬁéaﬁﬁﬁuﬁﬁwmqﬁﬁ(r)aﬁ

AN B (k) IOER B 21 I A r=k BT 2, BN B AN
| ' | 17




ity fofy

18

e YA IR B YT GG (insensitive) & 1T & | 39

© WPR T r=k BTl 8 o HIE e AR srgeeem e el ¥ 1 v

amiE AR I € s Bt R 6 gl | Frw @ w9 ww
3% BT GGR od A AU A g e Bl 21 (P s

insensitive to bayout ratio).
r=Kk

(@) O MR <R () TR YR 3R (k) | T B (r<k)- TE
Rerfy Riepredi a1 sragel) weifevelt &1 &l & R o ot &
AT 2y AT IR FE B & AT A B A ¥
U B & fh S W (1) 5o 4o S AR (k) ¥ P9 B
FRfey AT BT FfIRUT bR e 8 | Wi Reafy # g o
T M Y AR B HT A ARG B QAT AR | ey ¥
fAFTERT T e Tearg Ba1 T § | S YBR W r<k ot P i
7o ™ 8N W19 D=100% ¥ E=D 811 Frm & w9
STA-RY TR ST 9T W ¥ WA S BT IR o A

T Il B | (P increases as payout increases)._'

r<k

- Hlustration -1

U& FHFT DY I 37 37 20 . R TR TOAIHw0 B T
20 UfCRRIT & | T B HHET 60 VTS, 80 WRIERT TRIT 100 HfRrerd
THIRT I YT T fAdhed § | aTeck 3 &1 TN ava i
% SOTR Jed @l 71 I, afe arRe Rk W g &
aX (31) 25 wfcrerd (@) 20 wfoRra qer (|) 10 Ui &)

Earning per share of a company is Rs. 20 and {narket'

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 & Frr

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) r=25%; r>k

{b) r=20%, r=k

(c) r=10%; r<k

.9
Fo2 a5 r.20_, r10_,
k20 ko2 k.20
_6+125020-6)| , 6+1(20-6) | = 6+5(20-6)
(a) payout 60% P = 30 P= 50 P= 50
D=6 Rs.117.5 Rs. 100 Rs. 65
_8+125(20-8) | 8+1(20-8] _ 8+5(20-8)
(b) payout 80% P = — P= 20 P= >0
D=8 Rs.115 Rs. 100 Rs. 70
, 20+125(20-20)  20+120-20)| . 20+5(20-20)
00 P = P = P =
(c)Payout100% 20 20 20
D=20 Rs. 100 Rs. 100 Rs. 100
SIRIGT SaERY ¥ W 8 & deer 9F 7 e I
AT B o,

@) S r>k 8 -l 3y @ AN B ARy |
(@)  S9 r<k &1 GREl AT BT AT w5 § fadRor g ARy |

(ﬂ) 9 r=k B I Tx YT ey |

qrecR HIST @Y Tella-T (Criticisms of Walter's Model)-

qfeex BT Afsol T A0 YFIaa giedo IRga ool ©
TR DT (ST AT & AATET BT PR I79c7] © Wi e
REINC I
1. <189 fas== €0 (No External Financing)—

Ul areeR @ yE AT & 6 6 a1 faciee dael o
MRT 31 & fobar e & S @r@eR A v 72 2| I




agiw g

20

2. Rer 311?Iﬁ'$ Y oX (Constant Internal rate of ﬁeturn)—
el 8 wiafe wdEr A R | gfg @ arewer g@E W)
el S B
3. 'ﬁ*’&'\?i\‘:ﬁﬁﬁﬂﬂﬂ(Constantcostofcapital) -
goll T &) Rerar @ wraar N wE AE ¥ AT §
mma%ﬁf%maﬁwuqﬁaﬁﬁéﬁ?ﬁﬁ%lﬁﬁuﬁaﬂrzﬁrw
ﬂéﬂﬁﬂzﬁtpﬁméaﬁa‘éaﬁﬁﬁﬁmm%‘laﬁaﬁqﬁ
ST BY FRTIfaa ST @ gor H &1fde weifiear <ar B | U
Wwﬁaﬁaﬁ%—:ﬁmﬁmw(Aburdmhand.s

better than two in buss, A breakfast of today is better than a dinner

. of tomorrow) | TAfFRITeRT Wigsa @& wrgie & Jorrl & &wAH B

A BT AR AT & | S S B aGA N BH T JapR
zﬁ%qamv@mﬁmaﬁawmmwwﬁ%wﬁ%
mﬁﬂﬂﬁzﬁﬁrw%"l

- @ e #Afsd (Gordon Model) — TS H’TT‘ Hlad 2 &

A T B g @ e § AR e AR o @ g @)
g Bl B | _

T 7 Aed Fr Aol | iR -
L g e 1 € SR o 3
2. dR® YO X (r mqﬁra?ramﬁk)ﬁrﬁaaaﬁ@ﬁ

3. H & Widq dldd gad e |
4. mﬁaﬁmwaﬁé'mﬂé’rmmﬁl

5. mwwmglwmmﬂ(cmmh
rate) SPIN] g=hr il ﬁﬂ'\"\’%ﬁf%\_l

Ceiiol 2 17 o 5 ) LT ACWITIS




6. ol @ AT faerd <= 9 a1ffe 2 speifd SRR i % fam

~k>br=g

MM & AR [P 3 B N e Sie @ 9T
IR 95T B I Fod | IR BT 8 | T

Dl fa Dn
= —+ 5 [ T
(I+ky (Q+k) (1+ k)
D '
T+

=1

M AfSel BT Uah Axelidd WReaxyT fe & —

_E(1-h) . _
"k —br | . : ;

P

P= 3fell & T (Price of shares) _ ’
E = WfY 3f3 3T (Income per share)
b= ufaenlRa JUIT (retaining ratio)

br=g faf T <) R U # e &R (Return on investment

rate)

r= WT@?U’\’WE?(Retum rate on investment rate)
k= Toil I AT (Cost of capital)
ST Ao o SR B ) e A emaTas R
. HIRI BT YA R AT Yol @1 ST (k) U 3MIRS Fedd €3
(0 @ Tl R PR a2 Rufy 31 B w3 e o
HHT B | |

R Ly

@) fImraeia wH sfd ok ufer afer qou (p) ufenRa /U
(b) H gig & WU I & ta AT YA ST H B! M |
WR 9TGIR e 91 & 3 AT H, 9d r>k & A1 BH DI HH AT
faaRa o= wfey &fR amy @1 arfdrs wrr ufoenRa &= =rfey |
o wH B 3fel BT IR qog S B




@ W B e =k T Refy # ufdy sfw qew HEe Bl
e DY & wfad T S ¥ 1 I' SR o W § & wfoar iy
aaﬂsﬁﬁa%gaﬂiwmﬁwmmwmmzhwﬁ
Hrfﬁqan%ma%mﬁﬁﬁﬁamaﬁammﬁmﬁm
RIFRATE RraT o T o S @ TR TR TR B SRER
g AT r=k hora®y AFTETY B P arwiw i A T @
AR 2 7 G T TR R T i T @ i o v AR 3
UHR Y BT IR Hed JYNalid W8 | hekawd Ud AMIer
AR S & s B R g |

@) Romds a1 sage B 3Ria <k Ufd Sfw Hqeg (P) fcre
nﬁaajmaﬁq%a%wexm%“mﬁawwﬁqﬁg@ﬁ
T R Yo 980T 8 | 596 UHR 14 r<k 8 O 30T BT gl
sigrRal @1 gfe # srTavEE BT & | ufEnRd gwdE wuAT S
R BT SUTer 99 HUS | BH X T & o 7 BE R % =X
oR AR R W &R Sl @ A @ e BT IR B B < |

Mustration - 2

%ﬁ%w&ﬁﬁﬁawﬁw@wﬂﬁﬂéé—
v for Err?ﬂ%rr ois fa.

quil AT (k) 12% 12%  12%
Tfr 3197 31 (E) 0%, 10%. 109,
JTaRE U <X (r) 15%  12% 9%

ST BIAT T YT JUTT (31) 30 Ufeered (&) 40 W (¥) 60
gierd (€) 100 wfererd & | Rl W fewelt Gfstg

The details regarding three firms are given balow:
Cost of capital (k) 12%  12%  12%
Earning pershare (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-

E(1-h
Gordon's Formula  p = k(-h;

Retention ratio = (1-payout ratio) in case (a) 1-30% = 70%; {b) 1-40%=
60%; (c) 1-60% =40% and (d) 1-100%=0%.

Retention Xlimited Y limited Z limited
Ratio {b) -
(a) b=70% | br-(bxr)or 7x.15=.105 } br=.7x.12=.084 | br=.7x.09=.063
=— = _}_ =,_1_
113 h36 057
= Rs.200 =Ry 83 Rs.53

hr =6x.09 =054

10¢L- 0y

br — (hxr)or 6x.15=.09| hr=06x12=072

P_ 10¢1-.6) P_ 03t 6y P__

IERNT] ST T AI-08

(b) b=60% =_('+3 =-[|4K =T('J%;(T
Rs.133 R 83 Rs.61

br = (bxr)or 4x15=.06 | hr=4x12=.048 | br=4x09 =036

1001-4 ' 10(1-.4 10(1-4)

P= .|[2|-.0(: P= ,lzl-,[)-l.‘; P =15
(C) b=40% :.TG{» ~=7(;;—2 =ﬁ
Rs.100 Rs.83 ‘Rs.71

br=.(bxr)Or0x15=0} hr=0x12=0 hr=0x09=0
LOg1=1) L 1-4n _ 14 1-in
P= .lz-nl P= |(24) P="5m

(d) b=0% = !

=18 =10
I |

=

=

0
" Re83 Rs 83 | Ress

mmwﬁr&ﬁéﬁwm%taah i
<)) T r=k B, a1 amre A 37E P IR T W eEg TRl
2 |

[=]

WW$WWW@wﬁmm%

[-J
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W SRR rT o o B R

@ 9 r<k ET A1 0T A B w0 ¥ Rk By < ARy |
' i Hrl & afer BT SO §ed a9 e BT §

mmwﬁwmwmmwm%|

@) Gﬂr>kﬁFﬁﬂTﬁWHﬁHﬁWWWﬂ?ﬁaﬂﬁm

AR g b b>kir T BT MG | |
g S e YR SR R | O U9 39 B g

- IeY R A SFUT T FRIRT ST # TR BT 79 7 Pre
.mﬂﬁq@ﬂmaﬁmﬁrﬁ?ﬂ?ﬁaﬁmﬁzﬁmamqﬁcﬁ

@ AT (k) B IRIER | B |

() iy Y @ et iIEﬁﬂ 61 fIR (Irrelevance Concept of
Dividend PoIicy/Decision) oo fag=l &1 7d & &,

ﬁ%@ﬁﬂhﬂﬁmﬁwﬁwﬁ% Dividend
is not relevant in determining the value of the-firm) <THIYT FIfT 3R
¥ T Yl ST WS =R ¢ | AR g fAek Afse foR MM,
HiSel & A9 ¥ ST ST 2 | S a8 Ao & {3, amrer oty
RIGTT 1 AR o1 AT Hiset 1 By WiaT & | 3 veat A
g1 P B Aeg B faf AR wwfeg e @ A B oanng

AR | 5 RN B T EeE AR 7 fiok € gafie
'gﬂﬁlﬁﬂ‘éﬂﬂﬂﬁM.M.ApproachﬂTMMgheory )Qfﬁav?—r\f
£ |

Ao g feR @1 g (MMM . Theory) — 39 Rig=
®1 A T I8 2 5 0w ) arier ARy il & iR ww
 arERE @ e B T T & ) S A d s

mmWWa%mﬁwﬁ#aﬁWEﬁuﬁrm
& & | FAfSadar & <o § 3R &% &9 (Tax benefit) & M@ § 59

ORI ! SETRLS TN 72 S




-mﬂﬁ%ﬁ%ﬁ#ﬁ@%%tﬁmaﬁqﬁwﬁaaﬂéﬁ%m

e & w9 § g 3N 2| B B oI I A R R B
2 3R o R @ Rafer Ay { wfad e B

=1 Rigr & 3B FraT & o Fie geR ¥ —
3) @WW?}WW@W&#WWW

q - mﬁ%ﬁaﬁqﬁmﬁﬁﬁ:wm@:%
W oMo gR SR I @ & B 2

@) it oRffa wu # farsa €

7)o i @ e TR

Na-)

faemr 7 & srafa @) A Suee TR R

&) e @ AR AR fer wF g 3

9 o Sifw R T 2 e R ) S o
q AT T gAgA T H e g |

7)) afded T AR @R SruRerd 1 € |
a® (Arguments): '

Ao e FoR o1 T ¥ F Y S ae we
¥ ofemnRal @ ue A R gy B & oo @ v B
& =g T A Ge I B F B 2 o ¥ wHR A
S T R ) ARGRT AR 3 | e & arelt e arEa
St & 81 Rt 9T A | T ST T S fa S 2,
3791 BT IT=TH (Terminal) Wmﬁlﬁ%m%aﬁ-%
™ § g gReEdT 78 g € | tHeA. Rig & organ fedd Afde
Iafey o TR 3 el @ GISTR ST (Po) Bl rafy @ 3 | YIEE
fFe T MY @ aduH Hou 9 3iE B A IR Ped & AN
& qUER HAT O bl & | Afermh g fer 3 78 @ e

m_mmuﬁnmmwmﬁﬂﬁaﬂéw'




arTier fofa

fora & 5 afy U B S aei B ereTar FON & W @ W

ar W T 1 RTEEAT @ faR IR RIS yhrg J8) 2|
D IR AR B ger # o e AR Arage

8| T WAM Aadfis TRgH WHM 9T aNg @) ARTEETT R

A R arelt Sl B R geu W s W S,
‘-Hﬁqmwﬁuw¢1€rﬁ?ﬂﬂmaﬂmﬁﬂwgﬁ|@ﬂﬁ%ﬁ

A Tt ARy iR A e N W amR @ S @
ISR Heg I gHIfad 81 FHR AHaT, Faifh 9l s &1 acrAe

INETd H AT U ST 31a9Y (Passive Resid‘ua.ll) oty
g G WU H AU, Afed @ e dRE X EeaT o 6 2|

D+ 1
|+ k

P =

P,= a¥ & UR=i'#H Sl &1 9IuiR e,
P.= aaférzhaaﬁmﬁzﬁrwa@

1

D= aﬁ“a‘asﬁrﬁmm

1

k= IR YoileRY &% A1 FHAT Goil &) AT |
MR ¢F fer "isa @) amell=@ay  (Criticism of
Medigliani-Miller Model) '

39 HiSd &l M= Hg@:%ﬂ%ﬁﬂﬂaﬁmaﬁzﬁ
PR A T E ST R W R
1. B faice-39 Hisd @ I # w9 @) aeuRefy
REIABT ¥ WR S | ATHIET AT YOIRTT o™ ST & fore amaens &l
=1 ¥ oI Bl € |
2. Friw amra- T el & A R T e g
qellell IR g PRAT US & | 31T a8 facia, ariaRe e
< HE TSl &, Wi 39 Hied § PRI o7 B g 7 forar




T R |

3. ﬁrﬁaﬂmw—ﬁrﬁraﬁwaﬂﬁﬁrﬁaﬁﬁﬁﬁaﬁm
(Diversification) TH< & ¢ | 3T I I BT AN B W H
dewad

4. afR=Eaar — ader ¥ affFgaa @ Rafa feME Ed
¥ R sy & IR F |E yIigAE A™g T8I 8T OTT g |

5. QUi qIoIR— @dsiRe goll IR aqul 8 8 ford waw
GETd A Frge w8 8 ol § |

6.  THII BT YA — AT YA A # I wver & |

TR 2ot 3 gl 1 Wohd el § 3R ST il T od 9T § |

STafer o9 Afed § AT ﬁmﬁﬂ?mﬂwmw%l_ |

lllustration-3

Wmﬁra%aéﬁﬁﬁso%.wﬁiﬁﬁaﬁs,oooémw
¥ | 9w a¥ B ot H Bl 5 . URT ST AT YA B B
R % <8 | 39 UBR B B g oot 3% 9 wieed € |
| a¥ & of ¥ o737 Hod T I MR (1) AT i e
frer W € oiR (2) wimier enfya A ormer 2

TREN B o AT SITeT &7 T @ AT 7 Y TH. TH.
Hee & AR Rl BT g g WH & | |

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

atthe 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 yearif (i) no

dividend is declared and (ii) a dividend is declared.

Explain that as per M.M. approach the wealth of Shareholders




e fufy

is the-'same whether dividend is paid or hot.
Solution: |
(1) <18 s wfde | far S,
R 2 - P,=Rs. 50, D, =Rs. 0, k = 9%
P,=P,=(1+k)-D,
- =Rs. 50 (1+.09) - 0 = Rs. 109

@) @ e BT R W,
faam 2, P, =Rs. 50, D, =Rs. 5,k = 9%
P,=P,=(1+k)-D,
=Rs. 50 (1+.09) - 5
'=Rs. 108-5 = Rs. 104
SR MO & W R b w9 emifer e 8 R o
d s AT a¥ @ o N afell B Yed B w9 F 100 . T,
mmmﬁﬁ%mmaﬁmmzﬁﬁma%mﬁmqa
TR I B W0 # 5 %, U 3fr gige) arafd g Meme org @
100 . & UIYT | §F UDR RN 1 &7 U T99 & /7 9
e Oifyd far oo ar efdg | fhar wg ) |

lustration4
M4ﬁ.ﬁmmm%mmgm
TR g3 R | 3R faf = g &) 15 wfma 21 -
e Al & SRR 50 Hfcrerd mequq?qﬁfm
T T E AR | I0ER B SR FT I8 e FJaercd 7T
3IUTe & |

Company earns Rs. 4 per share; it is 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= 22kt

Here given r=.15,
k=.09,
E=rs. 4,
D=50% Rs.4=Rs. 2.

_24157.094-0)
P= 00
Tl 672
00

33 _ S35 _ -~ 91
=22 = Re5922

430
19

g ST TR Y T 8, Ffh qeex ok T B
Rerfiy # B @ 7o 1 ARBIHROT B I AT TR BTG
faar 2| I wiowrd W Ui 3iE e

P_o.ls.'.nn(a-m .
=—"m 21T, ot SffSrhdH B

= &8l = Rs.74.07

lllustration-5

SR | Ry, @ e o gult 3 @ 12w 3R B

1 =Me, ISR 7T 10,00,000 . (10 %, UfY ofw @ <) &) W Ay

& o ¥ T RFEEET (1), 316, (B) AT AT (D) BT el L
3.40,000 F. 2,75,000 %, TT 2,50 %, URY 3% A g¢ @A fb
T, AT @ S I @7 A B @ el bl
T8 Hal B |

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 (1}, earnings (E) and dividends (D)

atthe 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.

e & fagr




e fsta Solution:
F & P, =P, =(14k) - D,
fear & P, =10,D,25, k= 12% or .12

STl ST BT YT T fhar o

P,=10=(1+.12)=0

=10x1.12
=11.20 |
7Y fAfiT 8] fawr @ i = Rs. 3,40,000-Rs.2,75,000=
Rs.65,000

11.20
BH BT el (V) = {(N+n)P, -1+ E}(1+k)

yr  £1.00.000 +65.000/ 1120} x 1 1.20 — 3.40.000 + 2,75,000
' 112
_ 11.20.000 + 65000 — 3.40,000 + 2.75.000

112

= Rs.10.00.000

_ 11.20,000

L1z

STY AT 7 YT fmar W
P, =10(1+.12)-2.5
=11.20-2.5=Rs, 8.70 |
TG fafaRT g e 3t JmavesadT = 3,40,000 - 25,000 = Rs. 3,15.000
I & 918 BT IR (2,75,000-2,50,000)=25,000 35, BN |

T 39N B R =3"85‘7(:)00 = R$.36.207

11,00.000+ 3.15.000/ 8.70} x8.70— = 3.40.000 + 2.75.000
12

T8I TR BH &1 Hog V=

_ 8,70.000 + 3,15.000 - 65,000
112

= Rs.10,00,000

4

_ 11,20,000
12




3 W P Teu AT TRRARR ¥ TP W B | 56 TR i & fog
fors Freperar & fob oTTer SFTaT &1 B & Hed W BRI T8l
TS 8 |
lustration-6
19 acd e e W dleey Higd @ AR U BH &
el 7 AEIa® SN fAeifRa HRU |

From the following information supplied to you, determine the

theoretical market value of equity shares of a firm as per Walter's model.

Earnings of the company | ~ Rs.30lakh
Dividends paid ' Rs. 10 lakh.
'No.of shares outstanding 2,00,000
Price earning ratio : 10
Rate of return of investment 120}0

a7 g B A aTe S AR § w87 otk T,
39 "Rl A ST oiTE I Tl BT ey |
Are you satisfied with the current dividend policy of the firm? If

not, what should be the optimal dividend payout ratio in this case?

Solution-
P D+rfk(E-D)
k

_5+12110(15-5)

As per Walter's model © 10
2
3217 gao
10 10 )

gﬁmmﬁzﬁr@@%mﬂ@woﬁ@ﬂm

3000000 o ,_ 10.00.000 _
7200000 200000
: . o
k is the reciprocal of P/E ratio :ﬁ:'l 0
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Wﬁﬁmmﬁ%mﬂﬁ%[w’m
YA U T BT ARy ol 9o Hew ar¥iead BT |
24 R |

mre % AT e & s e & uvErd ey
wWey W B 6 Rgrd se-3e Aruans wosmenRa 2
STafe qrEmy e Rerfty # a7 Mfleq 98 2 5 ol &1 ok
T Td ST ST ST S RigTel @ SR TR PRI 8 |
AT AP TRRefEr i aroR W agert vl 2

25 r<rgel _ |
1. Rer iﬁﬁ-(Constant Capitalr) — R q\trﬁﬁmfr gRac

& BT 2| |
2. gferermRa SIUTd (Retention Ratio) — & &7 98 WIRT T
gHfdfranT foar e B

3. AT IIU (Payout Ratio) — ST &1 a8 W ST 3jgfe
Rt & frdRer s e 2 | |

26 W-UFH YA

1. amiE AR @ aeex @ T Atedt § B S aiR
T B | QT FHM AOEE OR ST ¥ @Re e
2. gieey B Higdl ﬁtﬁﬁaﬁaﬂﬂﬂ?ﬁ%aﬂﬁﬁéﬁma‘\’aﬂ?

U AT T @ e OR B et £ 5 Ta @) 7y st 9

3. G IGHREGE H‘lﬁﬂﬁm ERECTS Atedt & IATATITIHD

T A |

0 FRLESERS| roty AT I I O

| e




THE — 3 iy AT $ YPR/@HY (Forms
of Dividend Policies) '

SHIS DI AL

31 9EeH

32 WG

33 MY AIfal @ JPR /el
34 - AR
35  eardail

36 W-UWSP U=

3.1 SQH |

| = P & T & SU 39 AR 8 W fb —
_ o o i AR B e e, |

fr B 1 Yok Hie B Refy w8 w7 F TR @ @S |

3.2 YUXRE

Bl FRE @ faw orar gy & ofd # e
el @ TROTRERSY SIERIRET 1 A B T # A BT
fow FaraRer forar ST & | v @ arare faeer o ferg fafa=
Wﬁmwmqﬁﬁlﬁwmsﬂmﬁ
e far a2 ade aRven F et A wRed A
‘W%w‘w@%w%ﬁﬁsmﬁwmﬁ@wﬁm
T @ Rt Refy o Ao @1 R & T R
et & | amET A U ) o e A § W R T B
AT | e gR1 o ) DY arrerd o R 9 fafre o




araiyr ol

34

ﬁmﬂﬁﬁsﬁ‘rﬁ%‘l

33 orTer Hifed & UBR /9w (Forms of Dividend

Policies)

P AR § gl R e SRt ¥ ¥ e ue

B AR BT YA HRAT & | TS GIRT S Y Y araerd o 2

SUS faf~ PR B0 ¥ | e afe Q1 Nt e ¥ o
TR o o <& ¥ |

() v dx.,d mepr i# 'k (Constant Percentage of
Earnings) — ®FHI §RT 1S9 o1 U Af¥ad ufrerg smaier & wg
A AR BT, T T B 9 F o o T €1 5| R
DT AN FE & ug e fAavor § = o @y ey A v

| ¥ 3T O o gl e &, 1 efenmd ot anifag 21 |

€1 I%g o g AR @ o sfenmd 59 Ay @ gere T ey
B R gRITd AT A NI T AT ) ew ¥ g o
&1 U8 BRIl B ofEll B oI Heu IR QT ST el R Gk O

+ ORRIF A aroR & a5 At & gl S e wied $RT &) s

T 9OIR H SR QI ARg RO a9 W BiSEea) B A
AL | 39 AT A S G B 37 St F G Y Gy |
ST SR U 31 3207 W@ & | 983 §U S @ -adiEn O
Hﬁﬁ@?ﬁ'ﬁluﬁimﬁ’rmwﬁmmwsﬁw%‘ﬁaﬁ
& S S B IR T B A AT 3

(Er) ARl SIIYT X (Constant Dividend Rate) — gdT guil
P1 U e vl amer fower araier 9 @ w9 § s
ST AT 8 | 390 7 # ofermd gof W 3 amreqwd &) ey £ By
& 379 AT UR forer et wret o | | ST b ue
ﬁaﬁmw%ﬁs@m@mw%aﬁmmwﬁﬂh




AR ¥ iR URiad Rer R S B WU A O 0o @R ¥ T R S
75 AR 2 5 U S B siel 1 O Hed ST &1 [T &,

STe B! 31T P U M gfewrd o aen ta ReRr amier &)

¥ ST T I B o9 3T g Bl Bl Rer efmrier %

TAIQ ¥ # Ig qRE TRl B & o et g8 e 91 e

H ReR A I BT Y G 7 BISAIE 3 el & | g BRY]

R 7 GE o o § 5 95d & R 'R W anre iR

foram T el et o g Al 7 T feRer & Gl @ e
ﬁwwwqﬁﬁvmﬁqaﬁﬁﬁméﬂm

Trﬁa‘raﬁzgﬂww|

3= ifoRr FEgaR & - ]

(@) PSR AT MY (Conservative Dividend Policy);

(@) 9N oM AIfd (Liberal Dividend policy),
@  gge a1 YReW wirier Afd (Sound or Stable Dividend Policy).
(@) ®oIX AT HIfd (Conservative Dividend Policy) —

9 A B aTia AM Bl SREIE I Faw H 8
g e Sirar 8 ok sfernfat @ antie 1§ B9 s
ST 81 39 YR §9 I ® 3 IR T &1 o ARy
Yoot Td FIA @] M B WaOR ¥ 2 iR afernial @
AT SATRISAT 2T TM107 R R X & | %9 A H A ST
(Payout}atio) g8 B9 W B TN g BT B | 59 UBR B
A & P A e F ored 9 gfHeET AR &1 o
faeprereiiel 81 &R o guR 7 AR aRisH & g orfds
IfRe Goll @ amagaesar 811 W H & fERIRal @ g4
Afa & drefarrer F a7 froar 31 ooy W@ AR @1 aTe v
T I8 Aohdl aRaq] aifev b el & 9F W &1 uR |
awmmaﬁ?ﬁamﬁam@mam%ﬁumﬁag@ﬁwm | 35




36

% o ¥ faRa a=d & 79 39 BOR A AR T E

(@) SR amra AR (Liberal Dividend Policy) — e e
Y& T @ JHErBIE HET BT AR JErnkal § omie & g #
gic qd &, 99 BER AIE I BET € | ™ P IaT1 &) 9T wfee
MR fevan Srar & e afcdd aaede BIe & | 39 Al 3 YITar
g & e Bl ¥ 1 SR W orgura wger & e g 2| g
TfT # sferenRal & referel 2l 91 even goAE 24 @1 otfde
g fear o 8| W 5 39 A & squres 9 e B
T, AR 7 URRRTH et @ R BUs @ 3 o wad
%‘lawaisﬁmmqmﬁraamﬁr?mﬂﬂs‘mﬁwﬁ
# T B B B ® @R SEd iy Yo ot @i ugw
ol €1 g A ada snavadael B e ¥ Wl § vy
sy & fory SRge Soreh 8 | fordeet ulRoms g8 8 & 6 da
BT Goll @ FA B TR BT G BT Ul 2 |

(M  gge ar gRer am™iw ifd (Sound or Stable Dividend
Policy) — SIIIST e 1 T8 Afy el B ¥ o T
P WA EEHTS SR @ adwe arensl  wHE
Tewa 30 1 3R g aehfa el o ¥ | T e

 Rreor o R T SREIRT oma 9 TR Poe—de avey B 2

T~ aul 7 e T o oY Sa B g & Ry e s
a1 yfepe vl 4| W o™ e g € A1 99 W v e
D 0§ fobar O ], STe e # ) 3 T B anfe iy &)
ReR G @1 <11 | | Ggg ariel Aifa aia uikied # 9gd &
SUGRt Td U AEequl e A g1 R e emer Wiy
Mﬁmwﬁwﬁ#ﬁﬁmﬁmﬁr%‘lﬁﬁaﬁ
aaﬁr@aﬁwﬂwaﬁﬂnﬂwﬁzhmmmmmm
Gﬂﬁ%:ﬂﬁ W%Wﬁraﬁwauﬁwwm Mdﬁﬁslucb




Bl B |

Y3s o AT F vewr g sieenRat @ Ry oy gy
~ mﬁﬂﬁawmqﬁqﬁ?ﬁﬁwmﬁmm%l
ﬁ%’@?ﬂﬂu%ﬁsmﬁ’r%maﬁgﬁmww(&abie
payment ratio) TV aTeTT JRR M9 =% (State Dividend rate) @I
AR s R |
Yg& amTer ifed & TT (Essential of a Sound Dividend Policy)

TP Afaa emta i § Frferiad ae s @ wiRe—
(@) ﬁmﬂT'(Stability) ~ Rerd ¥ amery @iy fageor #
Frafiiear a7 @ & 81 4R B B v o @ a8 @ o
TR ENfYT 9 YA Rl @ uRe T & 99 ey A qre
Tl & o $90 3FeT S BEl O el ¥ | 39 gl B Fee)
HEZH R W 8 ufad o <o ¥ Sud sive) W vey 8
3R 3l H weearoh IS & & Ui ¥ 1 Tl Rer e SRy
'mﬂﬁaﬁﬁwww%lmﬁwwmaﬁw
3ERT q&all T8l 2|

(&) @ XU & FA: qfE (Gradual rise in Dividiend
Rates)— TiRell &l S9N UIT B ARV 5 ool & 3 o
& &Il | T A o e BN W T g 9 TR ek
Wﬁuﬁaﬁaﬁwﬁﬁr%ﬁﬁwﬁaﬂuﬁﬂﬁqﬁgaﬁaﬁw
H EHR AT R H G-l gfy A e mRy | oR R
T T ARG & Y A HRE e B RO A e
AR | st R ¥ gy sreRnRal # Seare T vad § ) RRRy
A § ol o B A e T8 B

() 9™ § T AT (Moderate Start) — BT &) gRAT

S I H R W AT T A R R B @

facira Rerfer 953 &1 9 | &, wrod 9 iy & wrg—ener amar
A A RN gfgaw N Wiy | aner fevor # gRadT @

37




vt vt

Wﬁwﬁuﬁaﬁmﬁﬁrﬁaﬁ?ﬁ%‘l

(&) QIR BT Ahq fAGRYT (Distribution of Dividend in Cash)

 — MY @ ARy aﬁwwwﬁﬁmmﬁmm

9 B @ PNl A Al giege S, @ wie ami (@
37%M) 0t Wi fbar 511 Wene B | hep A B e SRy Ty
IE T ARY 5 Frl iy ol &1 Rrew o 78 8 %l
=

() 31 T (Other factors) — WM o7 4TI ot aifofT
M A | B AR | T st B Bt @ gy e @ A &
Wﬁﬁﬁﬁﬂﬂﬁﬁlﬁﬁﬂ@ﬁﬁ@ﬁwmm
8 o= SRRl & SE H gfy @ R e apie A Re o
Hehdl 8 |

qqe e T @ @™ (Advantages of a Stable/Sound
Dividend Policy)- | |

ge MR AL it Al @61 9 2| oRe e 3
T 1 SR et & | g AmTe AR Y s feivar emare
P1 Rerar vd Fafaar g1 59 sviier R % <enfie @1 apTa
BT &, A 3f1 & SR Hod ¥ Jeearaa 217 W& & o sy
3l afrend ST R g7 T g & | ¥R Refy 1 e WRIRG
SO & 3R -l 7E Rl Tl & o a1 o g
FH € | U Gge arde Iy @ Frefaiad o e aey &

(®) STwerRAY § T=aO9 (Shareholder's Satisfaction) — BB
mﬁm(ﬁﬁﬁmﬁm@wﬁﬁmﬁﬁmwmﬁﬁ)mfﬁﬁ
9g0 1 STeE W e 8 € ok ¥ P ey 9w firem
SRTITREAT D1 T W T Fhal 8 | 59 AT BT 979 wais
Wmfzﬁwﬁaﬁwqw%m%ﬁa%aﬁwuﬁ
avTfad gr 2 |




(@) senfat F freara @ (Confidence among e A= & s
shareholders) — U@ s 9 PR e &) Wf3 ured &9 9

el & 74 # 379 & i Rgar S omar @ | ey ad enner

TH BN W R A § BOd T8 B & iR @ ¥ )

PRI e e afedt 2| 39 BRY goh a3 aig

D WG et I+ el © | SR Wi #F geh wa e F s

Bl 2.

(M) ST & IIWR I A &g RARAT (Relative Stability
in Market Price of Shares) — 579 3@l &} Fafaa gv & amiwr
fireTer & Se IR Heut # SRiETed B9 STETEE BN & | aer
3l ¥ wecarsll B WG HH <& ¢ | T8 eI, R 9 A
ﬁq@@ﬁ%mﬁﬂwmﬁ?ﬁﬁquiwﬂ?usm%‘l‘
Yol TP R ) T SET ST 2 2
=) aref@rell= ?JITGI'FITGﬁ ¥ g (Helpful in Long-term
Planning) — {qg¢ &m™iel FIfd & i i masaddil qe
SO Yft B el BT R Heaie fhar o7 weed © | e o
TR R BT dorisit 1 Fmfor aradgds fear S aaar § |
A I B |
) s arg ¥ wenfie (Stability in National Income) —
Ife <o F PRIRG T T B FUAAT [gE A Ay b
e A, o $9D PRO-XETE o H Rereerr e, S el
RN B AT T GAH BT | FenRAT B wrh am 9
wet 97 @) o ¥ wenfie @ wee yee B &1
BT o4l DY @ §U HeIS UG SV UawIh ded 39 91
BT UGS P 2 5 Ggg o Y o1 & o Al |

TS I & &&T (Goals of Dividend Policy)
AT N BT IR B e 3G PR ¥ | e BT 39
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3.4

aﬁamﬁrwm%aﬂwwﬁwmél

-mﬁ’raﬁﬁﬁr&aqﬁﬁuﬁ$m‘:ﬁm & @y AR B sreh

mwmélﬁﬂﬁwmﬁ%zﬁmﬁﬁﬁﬂ%@ﬁ
TRl Y BT e F T ARy |

1.

W%Wﬁﬁm@ﬁ%g@wqﬁmﬁmzﬁ
gy 1 frar W =iy |
Wmﬁmﬂﬁmﬁrﬁﬂﬁa@aﬂwm
mﬁvmmﬁrsﬂmzﬁﬁﬁuﬁﬁwwm
HE 2, ﬁaﬂwﬁmaﬁwmﬁ@ﬁél

W,ﬁﬁﬂhﬂ&éﬂaﬁuﬂﬂw%ww%wﬁﬁ?
FI B MR SRR 3 WO g FRA U 81
AT AR A ifs aiiie o § foemorfierar o of §
AT ! I A R el B | $HBT BT IR TR g7
U Aol & 3R Wﬁqﬁﬁmmaﬁqﬁm_
wrEre 8 et
Wmﬁaﬁﬁaaﬁawmﬂwaﬁgma%ﬁm
AT T STERPTCI AR & ®Y H H=T AR |
T GRT IS W) Araier AT &1 uTers @i 9 foear o,
Fmare A & Arfesf & wu § W gt @ s
TREY o arres AR SR TRy, A ¥ Ao goweh @
gD B Fed # W fola o e |

e ¥ IFIRTT 7 IR—9R uRadH =8 € S AR |
A X F B SRl B R weerd B 2
SHERTRET BT FAA HED B Y Rived a7 W ¥

ARTY (Summary)

Pl s e wa R ARt F amie DR @y

el I A B 2 B 8 O s AR orel o




" g T a1 8 Saw e AR o @
| mﬁm%@awﬁwﬁwwwmﬁi%lmﬁ

HFIA AR § AT WRg BT 0T IR [ (e v Al 98 #e

T Afy & fored Bl i R e <o ® SR gge ani

Y B B eI df IRl g9 § worar 9 afvfa axa
g | foraa aRumm ol @ 3iell &1 R el 1 gge Ud Wi
G B

3.5 SqIqoll

“HSIX ATATYA  (Conservative Dividend) : $W& 3=id

T GRS Har 2

SR ST (Liberal Dividend) : @i &7 aifdresier WrT
el # faaRa &= 81 |

ggE I (Sound Dividend) : JTROTTAT ofFll ey
TP Py Agaqul aRad w8l foar o |

3.6

D Y

iyt T 3 T R 2 v R SR @R
Rer wme T & @MW T TRl BT Wl DI |

g 0T AN T T |
9 BT BT ATAATHS GRG0 DI |
TET DY |

i Aifedi & TFR/
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33“3; — 4 T B 9B (Types of Dividend)

FBI3 & BURET

41  I%e¥Y

42  YXIEAT

43 MY & HHR
A4 G

45 TR

46 TI—TRP Y

41 9"
7 THTE B UG B AT ST 3 A B @ By —
o B B AR DT §H ThT T DY b Tt et ol
~ SHDIE TR ST W 8 A9 |

4.2 W91

IRed 3TS H PR @ R e @ weRt @ s
Roar 7 1 @ s et AR § e @ SeRt B
TEequl M USH B 2| R R ueR @ A @
RiRoT 3¢ sfeRat B SR LR FrsEE B9 @ e O
TRl ¥ | 30 T # R GHR & e o 9o R o <E
21 S TR o wmie NIRRT P TR e § 1 oiR e s
) SRR A e § gy ovd §

43 WM & YSR (Types of Dividend)

IR & M UR ST BT e Yawed § e fhar o




e B - T % W
1.  ¥I®q CTHTYl (Cash Dividend) -

T WaR TAfed 7 Sefa weu &1 Rrad qea ame @
Wmmzﬁmﬁ%m%|aﬂmwwzﬁ%ﬁs
FA B wear @ Rafd Fee AmiE 39 g 8 SR AR
AT 9 ¥ GRerdl TR fImRid wra = U &1 | BRIl SO aRera
TR WX &<l 2 '

2. YUA °lTHIYF (Scrip Dividend) —

T 7 a1l TE e gl 6 Rl @ e Wi el 81
3l T T ¥ S T O Wl £ | IS 1 T e ad
& o7 H QW T P A A A AR A e o 8 Al
FF B URT U ABT AE & AR BN AR <A A 8
SR AT B | B fory gRET-us S @Y AE 9§ <F E
mﬂaﬂmﬁ_%raﬁmﬁﬂhﬁuﬁﬂma@wﬁ
SN R ST e E |

3. HUGAl & w9 H T (Debentures Dividend) —

O TS B WU I o < BT Avad q8l 81T © T HEE
R AT Bl T Wiaw # B A ¥ | e o foar
ST 8, STd BeE! @7 arerat @ Retfd e 81 | Ud B! AT
& qad ¥ arETRal B FouH qved @ o @) A 213
Wwﬁrﬁﬁm@r%méﬂﬁﬁ%aﬂ?ﬁwmﬂﬁéﬂ
B |

4 Q99 a3 AT ¥fd ATHIY. (Bonus Share or Stock
~ Dividend)—
<R By # W AEHS I T BRI BIY BT GOllawor TR
oo ST | erid ofvrnRal @ IR B @ 9ecl H FHT A
forffag =% Y 9 &1 99 &l B axarar R 31 81 gl 43
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R iR b e Y e S & o sieenRet @ vl

PTA B A D Il # i i o R o § | 5 st @y
I 3 PE T | SRR 37 AT 37T BT ST U & vy ¥
AT ABR DT T UK P ol § | T a1 9 oA B g7
3 Fafie < ol W & | afies A e T B e
SR SRR gRT - OY EfE B G aeer @
ﬁwaﬁwwmmﬁrﬁ%mﬁhﬁwﬁqﬁaﬁwﬁ
oI Y& Bl @ fory e afer PRI e o g 2

-5 wHfa @AY (Property Dividend) —

- WWWWW%IWWWW
Yl & B K A gRRE B v F @ gwar ¥ e v
FEA QI FEA B A T FoS o wdewe R & B
el 21 AR w5 A ¥ o g T e T wsa

- g7er R g, @ v W D a) A T8 e &

6. W WTATY (Composite Dividends)—
ST CITeN BT FB 91T 7P ®Y H T I 37 FHRa D

| w&ﬁﬁmm%‘,.ﬁreﬁ@aﬁmﬁﬁ%ammﬁ
" SaEEE B QR w31 A A1 A e W &)
- 7. 3%f¥IS AT (Optional Dividend) —

Imfeqen eirrer ¥ SR araw SwRET 3 Riwe 38 & 5

| ﬁaﬁmmmﬂwﬁfﬁwﬁméméwﬁﬁ-

SERANGT & AR AP TES O R @ WY N Wi B BT
fage i &, 3 g ddfeam anier wal o ¥ Yefe
ST, SRl B by T99 BT R 92 T

8.  fYaf¥a @9 (Regular Dividend) —

Fafa anrer s @ ey 9 @ 999 89 W e




Wwﬁmmmﬁﬁwmsﬁqwmh
Rrafig ey sieEnREl & PR 9¥ @ e ¥ el grI
FrMMaR Jrae A S g |

9.  3FdH AT (Interim Dividend) —

e e e B e B R R R T

Ry T AT BT ¥ | 9T I 8 HeNE Sl @ 5 e
¥ o yate W o @x o T g @ 9 & T @ 9
& el gRT afiad BN TR HaTdd SFIRA e BT aR
Fed & | WaTiR! ERT SIARA e MifT @R A e e
w&A T WIRY, W@ MR AM—gI @i gN MR A
@ T grRA T W B < O & o g Ry e
R 9 A SeRE A GG | §9 €90 H Yol H AT P
e B ST S b et g &) af & we H Wi o
WA B ORI e P e Wl T €N IR Uh T
STE R e Sord & a8l e Refd € R FEA B ofl
1 TAR o RS AR TR TG el B |

10. TfRifad @ITATET (Extra Dividend) —

B X arcafie uRad 7 fhar 9| wReg e T 7 fh
e af 4 arcafe 9 ST o IRiT B S dr 98 e
e @ orfRee TTHiE S T & W G U W A S §1
ifoRaa amis o i SR T o 81
11.  GHTGA THIY (Liquidation Dividend) -

FHIG Y N B EAA el e w0 ¥ % g
A =9 A Wt & wu § faRd e w3 M 8 1 |EdE
aTiE FE) @ e ¥ e ek T aR HRd 8N arel
e e & Rt IS Ut ey A8 e ¥ | e BT W
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B9 R PR B S w1 A o ST G B R
P o S # |
12. &Y UF (Bond Dividend) —

S P THE M T By T U B HY F anie
faaiRa @l ? | ST oMoy a7 o 6 Il adwE § emer

1 R T R A R Pie R @ s R amie

P BT IS B 81 TS oY Rl @ @ gy O
SR foar Wi & R v a1 9 o ded €| T o
IR H IUeiel T IUGRY & ®Y F g by omar & Ry

g
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BT QT SRR (FR) BT T BT G qFT S
» w0 ¥ Rl ool & | o @ Ao s @ R o
%IWMMW@WH&W@ﬁ%W
TR SIS BT T Pl 8 AT & W e 3ol araRe
e d R R woree @< & fore amit 1 9y et e
¥ iR B 2
45 YIGIdell

TFHE ATAT (Cash Dividend) T3 U § aieT RaRe #3

bl ATHIY (Stock Dividend) : 3Taf 37 ST 3feT B
¥ Pffye @

TEqfRAT AT (Property Dividend) : I%31i sierar Sciferd vl
@ wu ¥ amty far o)




amﬁf#r SATHIE (Interim Dividend) : SI<GRA SWIET HH E
Tt B R sifw @y 9Fg gy A T @i g g

46 TW-UWRP Y

\ o & T e 27 GwbE g wme B

T el fafr = YR B ST BT Sl BIfTg |

Ui I | |

3@%%9@&@@%1

4. oM @ [ w@edl B 90 BT |

B SwArf Twe
St g &, R O vew (WifEed wae gfetee=d, 2001)
<, e . T Rl S (R e e, 2005)
ﬁ.ﬁﬁww:ﬁaﬁﬁw&(wm.w, 2005)
<R TR R v (o, s wem)
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