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Hue-1 UReEd-

9 @ve ¥ forfia yow &1 o, &, 39T # 3HE - 1§,
THE - 2 ¥ famad, 39 - 3 | foxiig @Eigae, 39E - 4 ° 95 & 99
e Td THE - 5 H gof AT b e T 2



ok — 01 i v @ ugfa, &3 e

SEGED)
FHE D A
11 =
12 9R=d
13 fa<i gewr foameRT
14 GR¥T
15 Uepfd
16 &4
17 ORI
18 #EYOl Ued

19 IR URA

1.1 S8¥

S SHIE B AT Pl Ie¥Y IMUP] fAiy va vy 4
ARRIT BRI & | 39 SPIE & AT & SIRI 37T —

- o< e ok 9a e W vaford faReRRl wR fewol
PR Fa,

— o< ey @1 gRamm aR da,

— o< uydg @1 v vd &3 &1 fAeR R |,

- ol vdy & Sgeed |

1.2 uR=d
focia vemm @ uqfa, &3 @ SRw

(Nature, Scope and Objective of Financial Management)

IS GRT 37U ST HIeT H UL & YR Bl g i
DI I 1. 3@ ot 2. sfde framd |

anfeies fehametl & ST 89 S FHRd fhareil ol Aftdferd
BHRA © FOH ucue 1T WRIE BU W 99 @) Herridl el & o
ST, BUS, TP DI JaRLAT A< |

i fehamell & Sfla Uof—d18, d 31 AT
e SRt @7 afaferd faar o dadr 2 |

9 &9 Bl YR BT a9 IR © AAT T o @
3rerar bR BT Th=1aT G&TaT Ul B by U9 Pl AT 2 |
ﬁgﬁWWﬁﬁ(Finance),W(Money),ﬂ%%ﬁ'@wq@?ﬁ%
S &9 UST (Capital) F&d © |

o1 UR 5 7 T et 2 Soif & wu H I, 349 1
faSTell &1 saadhdr Bl & Sl UeR Bl +ff anfdfes dred &
HeATer &g I @1 SAaeaehdl Bl & | 37c: fae Siv 3Py T Bl
U 81 fIcia Jawe SEcldl 8 | a9 & ford fohd= A # ¢
T @1 ATITIDHAT B, I8 G el I UK BRI 3R YA FITSH
# frg wu # e SR, A uewas &1 51 ueHl & SaR
o gSd 2| dfh Iawr &1 Iqevd ARHTH A (Profit
maximization)WWW%IW:WWWW?[
USR W a1 51 |har 2 1 1. T 9%g 31 Jod deradR frdr 9%
BT IARD o H qFHR 2. AT 9 B IATET AN TSI
3T WRIE! g a%g IR PH A IbR Afeh A H I PR |
I Yeee &l UHRd 3G oI Ud qaR & GREs el Bl
I BT BT & | UfRTe & HRT 89 YoM fdded W faaR
TET PR bl | HIST P SIHDIe Tb FT I PR BG G [ddhed
AT IR BN ITEA AN TTTHR, TAT TWRIGT T8 9] DI 3D
ATAT TR & AT BT AfHaA fHaT ST SRRdR 81T |

1.3 fo<ig usra et

facig yee & gy & fafi= fag=t g srow fooR s
P T 2 | B fAgr WRERTTT (Traditional) faaReRT & A




gl § 7 @u g 7 oy dWe # fwiy wewe @
oy famar 2|

ARG fdaR 9RT (Traditional thought)-TRFRITG faamse
TRT & 3Fid A Uew &1 U@ BRI ‘Sl dl erael
(Procurement of funds) & T AT SITAT & | $9& 3T=¥id Yoil
vifdd & AT, SARRINTA ST, Wafeld &dgRi (Curremt Practices)
@ 3T BT THE &1 SRl 7 | 39 fIaRERT & |Aeie g
oITFN, TeTifH, $0TW0 HS, TowHo SfAT, oseyo Rea, gue
wus faferamd anfe v o RSTeT Jxid A9 1897 I 1950 & drd
@ aut # yHIRIT &3 |

3ﬂgﬁ?5 [EEIFCIN] (Modern thought) a@ﬁﬁﬁ fraraRT &
e g facd Yewee & Jravid dINi @ Sa=eT (Procurement
offunds) @ AT AT BIGF & STIRT (Use of funds) BT ¥ 3MITTH
A € | 39 fRARERT & AR AR yaw ATearie Jawe ol
A ST §F T & | FIARI & e Gd Aol vd faeryor #
o gewere @ #e<l Yfier gAlkad & gt B |

TRET U9 g faamermei # s

(Difference between Traditional and Modern Approaches)

JMER TRERTTG faaRemT R CEIRCIN

1. &5 qUiHTHS eI Hefad off | faveryoners vd e

2. < sfRafia a1 e FN Bl | sFeRd T it e
# e

3. fofas | foies & |fha st 28| ok & |fsa wfier
4. B e @ ot wret @ PINT BT TR B AT AT

AT HRAT TRID SUANT G BT
5 MR | 01 & SR FRUROT | A faveryor B smgfe
g qd arga faferat &1 wanT
6. el STHPTClH, BN & T | RS Yol TaeT q
R A T BTN, PNl & TaweT W
e |

foriia s Y Sf, e
Lekceo]

1.4 facfg ge=r @t aRwmr

TRg o faRivsl grR1 &1 75 aRmg fefeRad € —
1.  E9s U4 SUe (Haward and Upton) i Uawy & 31T
RIS g9 (8= SRl o facd &1 W ar] a2

2. O T A (J.L.Massie) < Ua U Fad B 98
FATTAHS Ui & Sl B2l TaTell & g amaede faed o
Tl R qAT BT TRl & § AN G =g Savard
Il & |

3. faua=¥9 9 R (Bierman and Smith) < va=r §oh &
Al BT FEROT R TIT IqD IIRHeITH SUIN BT AN Eloi
CICIRCIERS

4. OIRA U@ ORM & vEl H§ fci gyeeE s fokE
P I8 ufshar & S AfdATd At Ud SUshE & ofedl b Heg Aol
g BRel 2 |

SRIGT IR I wee g fd gd9= a9 & oy geae
™ & SI=Td IS} DI Ui B & d1 91 e, fHofe,
Harerd, Yoll didl & MR vd srgaerad It 9 afed gde
TR |
1.5 U&fd (Nature)

TRAERFTT U4 MY faameRis & MR R fIcia yew
@1 Upfa vd faRiyaneit &1 1 ueR | uRgd faar o A € —

1. =N YR (Centralised Nature) - FaHRIS Tawd &
SIS AT Tawer 81 U &1 &, ra! Hapfal s idasd Bl & |
smyfe Siielfie yawerd # fquor g ScTe SRt ®f 89 fad=ga
PRD ABEl Bl Ahd © (b AT BRI BT ([dbsIbRoT F=1g &1
BT 2 | T T B oW Afdall & Hed fifora 71E o Hand |
4fes facT &1 # Faag 9 R o Rafa s=tgaor grr &




I &Y S Febell © |

2.  fAvigs % "e™® (Helpful in Decision Making) — 3mJA&
Hev H fawiiy v, Tdiea gqw o1 fFolg o # Feriar agardr
2| 1 HaTed JavT BT Aheldl i Yae & B AN

I & g B B

3. EWId® A9 (Business Coordination) — fafi=
S AR BT UE G H e B Hr A & gRT E
frar mar 7)1 fafr=r foramell & #ew W Renfia @R &9
ATEATRIS NI (Business costs) BT Sferd AHRIT § 91T Aahd © |
AT & R SUAY FERMAI B AJHeAaH ded (Optimum

allocation) T2IT 3TfRIhdd SUANT TR BT Fball 2 |

4. oF fAwfg &1 #19® (Measure of Performance) —
el Y e & BRI fwfed &1 w1 89 fad & A 9 8 9w
Aad 2 facia Fofaa o1 wra Ny HufRo, SiRew & 7mn v
TETIedT TR gsdr ¢ | erfa “facha faofas sma & qmm der
AT SREH, T Al BT YT HRd 8 | T 37 QM HRabT
ERI AMEd WU A BH & Jed BT FEiRa fdar sar &1

5. Ty vd AMe W@wY (Analytical and Wider
form) — TRERITS fawiiy gaer fauTe Srgwd T SIRom & YR
o Ty MYFTe AR Ude & SIrid Aid il Il
Tl & TR R IRRAM fae # g1 T & &1 geaidd axa
Jegweu ol g™ SiRew &1 w3 @ H9 fBar S wahdr 2
O Y= &1 9aqAe oy fAvelyodd (Analytical) €
qoiHTHS (Descriptive)l

6. Had yymati® fHar (Continuous Administrative
Function) — 0T yeee & URAIRS W@y # fIcia yawr &
PRI DINT DI TR (Procurement of funds) AT oI, e &
AT & JRAID RN H fer@l JivTed, & THg H 81 iy gae

foriia s Y Sf, e
Lekceo]
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T @1 "l YffepT <&l oY | g acmm g 4 fawiy gawem ol
Uh Idd UMD UfhaT B S IR Pl RITAT W AbR
‘{‘f‘bllc*lﬂ, TJIT FHUA dh JIXd WW%|

1.6 fa<ha ws1 &1 &3 (Scope of Financial
Management)

ST b B9 qd H oregde BR g © (b f[Aid gar @l
IRAIR® fIaRYRT & i fAi Yewrd &1 B dae I
UIf%T @1 gl (Procurement of funds) T &1 AT o fdbeg
o gar @l foaReRT # gRad= vd aRars @ @ € facia
TR & &5 § ) @Ud gRac g B | 3 fawd uawer drut @
IR & AT IUAT DNl & YT U1 SUINT (Effective
Utilisation) B 1 SwiRaT! BIdT & | 31 aciar g # fawia gawe
& TS @ ufshan (Process of Decision making) il Hﬁ%ﬂmﬁ’cﬁ
e T B | 3T et # facia vewie @ & feferRad wraf
TP BTl goml 2 |

1. fo<hw o9 d 9e™® (Assistance in Financial
Planning) — T T H AT vaweq &1 e s e
@ & # el B | 9 T Sgaw, TR, ud wrdfaferat o
ReiRor, i el vd gon g &1 fFmir anfe o1 |ffera
fama e 2

2. fa< wifty 9 =ga=em (Procurement of Funds) — fawi
S | IR FATeld 2 UM Yol @l Tavel FHRAT B ¢ |
3. fa<a o1 @1 WIRF (Administration of Finance Function)
— 39 et faciyewee grr facd v ud safawmt
TS, DI (Treasurer) TIT f993® (Controller) & 1T, STRI@T
Td ISR BT IR T oIjaT Gl & IG—I@1a Bl AT Bl
SR 2




facia vevy |rafcadl & ora gof START U gded Bq o
ScRerl BT & | ReR qwfedl (Fixed Assets) & Ha el
I uegell UR ST WRMERT & AI—AT @Il FHfadl (Current

assets) @1 FHATdE MY YARET F=1 @ fIcia va=m &
F1 e ¥ Affaferd 8 B |

ol friEor i wemas &1 v of T 2| fawia uew
N ol a1 & Aregw 9 & @adiie el @ gid @
T ATTSI) BT S |l & | fawia FRiEor @ oo gg
ISTaSIfeT, g aole, oI Argul IS A& da-ihl &I TART
foar 1 el T |

4. Yg ™ P 31dcH (Allocation of Net Profit) — crfer
i &1 FeRer sl yare &1 u9E &1 2 2| gE A &
foa=T W SferRRey & Wt faaRa fvam S qer faram w1 |faa
PNl & B H B (Retain) foram ST, Rraet WIFT Fred & faam,
TR Ud ameasdt H gfg 2q 6T o\ | 39 Aol @t e
TG el & ATl TNTR Hedi R USdm © | AR B9 9 g o
@ BT 9T BT SRS & w1 e @1 kg o € A
3redTd # 3fEN & IR Yo # gfg w@mifide ® faeg ded &
QT o1 wrdt Arorell @1 fohanfad =& faar S e, qer <
B H AT DI AMQIDT YT BT Fehdll © | 59 fIwia afe
i gdus R oMl a1 ™ & SIfddie AR BT UfeTRa
(Retained) W%lﬁmﬁmwwmwﬁwﬁl
TRUMH WRay Afdw H Yol AUET 1 BiSHTS 31 Fehll & 3fck: el
@ de # facia yewE @ fFeT W e & Wil e ud
3felt BT IIOIR Fed THIfaT BIeT 2 |

5. fd®g vd fa<R (Expansion and Extension) — facia
T oA & Al e, vd favar 2q ff ScRer g 2
e & e vd fOdR =g SifdRed gofl @ orra, @i,

foriia s Y Sf, e
Lekceo]
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12

foizor, SiRg|, Ud o TR TS+ dTet g4TEl BT faveivor € fachy
yevee @ &5 § ftaford grar g

1.7 fa<f@ ws=r @1 ST¥™ (Objects of Financial
Management)

TS & TR UToul (Uhed, TSGR, &) T 3ifcrd ofe
W6 & HAle ¥ 8 dTel drl Bl Sf¥ddd $RAT Bl © |
I 9= &1 UIIHe Igavd SUTel T, Ad Ud Hifid
AT BT 3B TH, B, Ud TRl STIRT dxad a™ &
AT HRAT BIAT 8| S4TGB dodi (5 m’s-men, machine,
material, money, market) ¥, #e, A, ol Td IR &I
Iucterdr, fad & "Aegd | & 9WE 8 |Gadl | o fawiy
g & §RT 84 I T Ml b1 9dsrs [Jhedl & IR
R ATl gde SRINT dxa If¥dHdH oM & IR Bl g
BT AMRY |

AR AR R AT 9aed & a1 o9 | e
faciir Fofe o usd €

1. PN BT SYART BT fHAT ST 3R fha= =1 § fhar o |

2. IITRIRGI BT A & wY H fhaeil &=RIRT BT i fdHar
ST, 3IR fhel &=RIRT T R & HaeH 2 UfRd (Retained)
X forar oy |

3. DI @ IERRAT U4 gig Pl 9 BT o1 AR b= A7 |
Bl S |

SR YT & T B9 BT i gd fafamr Sifq &
g @vd € | 9 AR R I8 Wad ded © s fae o o
1 I Igaey Aferd! &1 fdiaad a7fdfe HITT “Maximization
of owner’s economic welfare” BMT =112Y | 3: I yaerd &1
URT Sa¥d ST & M T STl (Profit maximization)
TAT TS & TRl BT STABAHBRUT (Wealth maximization)




XD AP BT AfTHAH NMh BTl HRAT Bl ¢ |

1. A™ ARHAHBRT (Profit maximization) — ERNE gl
A AT fhaTdherTa &1 Ja Iqa Mo BIAT & | SIS dl
AT & BRI & ST H SIRIH FET B &l Al fAsRid
B B | IRAd # AT §RT F7= @1 ST drell fohedl Y amfdfe
fhar &1 Igawd SUAAIAT BT AfYHAHHIT (Utility maximization)
BT | SUWfT BT "9 O @ ©U H PR 89 AADHaH
AT, MY HeToT (maximum socio, economic welfare) UT«d
PR T 3 | 3T AR Yaeee bl S T feharahardl H Fewri
BT @12y, foRT e+ & oMl & ifdredH faar S e |

faci yewee & &5 H ifdddd o™ &I [aRIROT BT A
el 1 Tl & MR W $H =T I AT 2 |
11 AIHTH ™ F BF AfGan AmIfe o @ Wi &R
Ad & | fbdl | BH gRT ST H a1figlg X UTe 8 drel
AT AN A ANHTH AMITE BT oy 21T, ISR,
amard, fafedr anfe &rf fbd 7 wad £ |

1.2 3T AT JFTSIT R BT RO VR Ufshar &1 wnfaa
B B | T BT Sfiferey e @) ArTeT eraT R R dRar
2| faci fofaa @ Arefedr vd fReiwmar o @ sriradaiaor
R R Rl 2

13 IIIHaH Mo & Sgavd 9 &H ARl & f¥ead 9

FRIGT STINT PR ol & |

14 @M @ JEReN Gl W GAe § We ufoeadl B o=

T B | waes ufovl e oIS B URA STawd Bl B |
AT — AMABTA T BT ATIRON 3T ATARIRD

B W N MMMl B Ps el g | Yolal g § am Bl

dreed © | fobg HTSTaTal @IdReIT ¥ WHISId o (Social Profit)
BT AE@yel I ¥ | uRiE faRe ool 9ts o 3 @R § %

foriia s Y Sf, e
Lekceo]
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14

AR gRT BT oM & WM W SR T AT ATRHerTH o™

(Reasonable profit) @ RIgT BT AFICT U&= Bl © |

TG ARHAHIBRUT (Wealth maximization) — fawia
TdET T MEYFehcd IGaTI M B TAIBRYT (Profit maximization)
% ffaRad o= AABTNHROT (Wealth Maximization) T 8 | BH H
ur: g ol 91 81 & 98 steddtet H B arel @Rd ot
DI R M < AT < BTt § 84 dTel R Gafa & ol o1 ured
F Bg AT gars o | IRl uaf & ol BT U R =g
BH B Tl BT AT BRAT IMaID BT |

TR 39 JAFIRVN & JJAR AT Yad Bl B4 & ford
T BRI BT FHIRT BT ARy, R BH &1 Fwfedal &7 gord
vq gfe &1 | Frfed o1 3t A # i 89 R %1 & gg e
¥ gfg el g | O o & 99 BH & S1fdaH HedrT B
TP I S [dhed B IR I [Aed &1 Fg9 B I s8I
S Haifte e e & gor 8l o | I (bl B 3T I
I oI Iad BT A U I el 3TH H F FRId dri
# AT smRfves Uoh @1 g 9 U &1 9ohdT 2 | 93 0 H
g9 39 1ad IRga H) Adhd o—

NPV=GPV-C

NPV = Net Present Value (€ <A Hed)

GPV = Gross Present Value (Addl o+ Hod)

C= Opening Cost of Investment (faf=IRT @1 R 1)
AR AT & IRV Why A g 909 e I A 31edH
B S 1 I8 AFT 7 9ol © 6 il o qefed & acadd
Tou # ifglg g2 81 Y€ 09 ¥ & GFIEd B Pl SR
qafcd & qed d gl 91 Yg aaq Ged & RUHD B Bl
aer T & Hod H B | BT |



FGEE & HH TR H Yol THAGRU Bl UT MR
3felt T fRTAe B1aT 2, T e T SRR AT 3fe} & oIk o
W B |

39l & IR Hed H gfg | e el & 4o | gfg
TAT 3 & IR oI H B BT AR FHfqdl & qod H B A
2| A faiy Uaee Bl U IgaTd B D FHAT ATRAT
@ e & IR I DI AHTH BT 8141 AMMRQ | g T 379
gk & fRdl B W PR S AR FHA A IS I
e vell & fodl @ Al e d gHR g e B
3JheldH XX (Optimum level of business operation) A G
ey |

1.8 9ERIY

foc ey @1 AR WM B, I & sra d 89 Big A
AT b FeaTfad 81 Bx Aabd | fIT egawamg # e arfeei
qferet & w99 2| O & &9 aadiie dedt # Ioh @ gafg
AT € | Yol weg Sqevy faRy o1 $Md wRar | rifd o9 &
facT @1 Yoll & wu 3 < & a1 84 50 Jaar sferdr ST |
RS &7 Sgavd gfteTa 8rr 2| Yol & vewes, Bl o0
ST & Goid U9 IR 8 WA s ekl & | Fadrd bl
I B U =G fad & HIIaH Ya=T TGRS el © |
O Jawe & &3 # & SR @l faaRaRe gaferd € | IRAReTd
AR ST dael BN & [USY T WAd & oid fd myfie
fraReRT # ISt & W & A1 Bl & YA Ff fawi gewE
gRI 5y oM =] R aged 6 ™ 2|

1.9 W@yl yed

1. fache v 9 omu @ wwe 27
2. focha ger 91 aRmRe famRuRT vd mgfRe faemeRT

foriia s o Sf, e
Lekceo]
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IR W PHITY |

3. M ARGHTHGEROT UG HHGT IMABTHIGRIT RIT 87

4. O yewI AT USRI BT U 9T 27 39 B IR 37T
AR ude BT |

5.  foci ger =g fodll faRiw ufRreror @1 srawaedar o
e B © AT 81, Jfe B A I AT T8 1 | qSH?

1.10 NN U=H

1. O @1 fae 9 H aefiegd fbar S |dar 2?
2. Introduction to business finance & TE® BIT &7
3. facig gewr fasme srean sell &7

4. fa<ig vesr @1 sifem @ed @ Ber 27

5. o< e @1 o o ued 87

1.11 I & Y D IR

1. d fad, fon o, aaalRe faa
2. BIgs SUcH
3. fasm™ 9 wer M

4. AT JAfTHTHDBROT & SMfTBATAIBRUT, ARSI BT e
THTHIHNTT,

5. faferanT fAota, geee Aot i ool




ghls— 2 fd<@ @™ ( Finance Function)

SHIS P AT
21 IR
22 UR=™

23 I o 9 yafa vd faes

231 URHRE [AARYR

232 YD (AARERT

233 WRAERFT U4 3MYe [aRuRT # iR
24 o & &1 HTe

241 o wfAfa

242 PHINETE

243 O fEs

25 IR URA

26 oY I Yo

27 NINS

21 S{IHW

T SPIS B AT BT ISaW AT faed &wrf | uRfa
PRMAT & | fad 1 o1 Ul wd e & aw 3 yeferd fere
TRISH V& $77eb HEg 3R Pl I H_eT ¢ | fded B & e qrae
fi R STH®R Ui BT W) 3 3PS B T BT 39T B |

2.2 fd@@ ®®™ (Finance Function)

o s | AU vl Y e # o Tl st |
2| erid sienfie vd Aealfe el § facdiia yaee gRT
e 4 91 W BRI {5y 91 8, S I #1d wer o 7| fa
B Pl BF FHETIT I Aeu! H IR PR Abd & |

17

18

1. v Hed ¥ I SR 9 SRR |ed & Iqawdl @ I B
JMILADH BT (fund) B SUALTAT T B 4 © |

2. fgdiu Ay & o o/ W iU TiTeT & St AaE
ehe fepamall BT aftdford o 9 2 |

3. AR Hew W fa BRI W M SNl B Ui (Procurement
of funds) TT TIATT F ST YHTATAT STATT R I § |

I faT B BT A TR 997 (Money), dTSTR (Market)
TAT AN (People) & B 3d: $9d II<Id Il @ SUTETT
JAREd H & A1 1 ITDT TTaqel ST GHARTT PR A B |

23 @ o1 9 ugfa @ @™ (Nature and

Development of Finance Function)

Jradt T BT ST faed B @) yafar vd fawr 7 omge
IRad Plel TET & | IWFRITA dR WR o9 facd &l /1 it a1
R G A o, 981 3mYfieb uRged ¥ faed SRl Pl &
AT B AT DI B UGB SYHNT F 4 FHfRId &1
T & | 3T et # fIc H1d o1 1T PIet &) Srawel e
@ AT B BN D YAGHR] STANT A F W B |

3T aaHE 99 H facd wRi @l uRefiars & o= fag
(Focal point of decision making) @ w4 H AI=IAT U<l 81 &l ¢ |

UERie BRI & & Qe vd yafs o
=1 <1 et # afiepe fvar < | 2 |

2.3.1 URAIR® fAARYURT (Traditional Approach)

I vae @1 URARE [GaRYRT &1 I8 Ud fadr diqdl
FE B U AEATD b GIAT, $H Bl DI TDBIRIT Yl H

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

Edwards Meade (1910)] Materials of Corporation Finance — Charles

W. Gersten berg (1915) Case Problems in Finance—Huud and Williams



(1945) gTfe ygQ €|

I vemee &1 IRARS f[aRYRT & J=id fad &1 U
IFAD (Sporadic) BRI AT, 5 fATRYRT & =T fAiT Ta=er
@ &5 BT WA fHa7 197 2 | 39 9RO & AR A yawy &
& HTH DI B YhATHIT (Procurement of funds) @& AT BIar
2| T Bfauy AT el S, uadH, YHwied, Tahliavul,
IR vd <faerd sanfe semsii # fawia vewrs a1 jfAeT
Bl B | e & RA-—ufafeT & @ warer # g yawer A
SRl & A B ST G $ SUSRIdl WR e bivad

BT B |

JRERTT fIeRERT & I BN & YHAHR0T 5g [
TEET YT RN T DINT b1 el febe el UR T febet il 3
DI AT | DI & JATGYOr START oI 3fMde & Hed # faaia yawe
T & U el ) TR o STfEdR el o | i URERS faame
TRT f997d REPIT (Invester’s approach) T UINUT &Rl B | SHDT
ye A Y SR W A Be, el se d iy
TRemaAl 3 e o |

IR IERAT [AaRURT & aed & ST 81 sl

UqT U R Sfed Ud demie e &1 favgeawy o= |l

b Yd UIEHR BRI T g9 YT Td FUR (Trial and error)
T @Y SR BT TN fhar SIrdr o, 3erid g9 IRERETd

fraRERT BT facd Us=r & & § N & YR P AT & Ahl 2 |
TRHRE feaRyRT @1 WH¢ (Limitations of traditional approach)

I 1 & WeREa fAaRuRT axga: oy vawee @
vy avg b1 qHUT Td deiirehd Ue @Rl 21 fbeg Rl
! yge A e g
1. DN & Hhed db WG - WREREG f[TORERT &
I I BRI A3 BN & Hebeld U4 31fgle T B A o,

[ERlREE]
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facerl w3 fafcie gfitedr &1 dme o, sae FoRe @

UfhaT I BIg o1 SAT—81 o |

2. UP USH B SUET — WRERNEG fIARURT & ld
I DIl & JANT T A (Routine) Taw=T @1 JURaUTT SU&T Bl
S B |

3. @A giedivr — 9 faRuRT & Srid Wi @
SEBTCT TR TR 3t T T ST & | Sfeuebleli= Aol
SN FHeie Yo e ol ST @l SRl 2 |

4. SRS UfhAT — 39 fARURT & IR < 1 Ua
STTepRHD UfehadT & | 519 b AT & srweid faed BRl Tep arard
T 2|

T [Ipr &1 URMM™E sraver H s yawed & &3 |
RN [FARERT B yeram off | $9 [SaRRT B1 iy o BT
217 1897 # forRaa fieT @t Y¥dd (Corporation finance) BT ST
2| 39 fAaRuRT @1 g &7 2g 1910 # W gRT foRed gwas
(Corporation finance) HIeT BT TR A1fdd gé |

2.3.2 Igfe faaramr (Modern Concept)

RARFT [TaRERT 1950 & 9% O Uafeld &l foeg
fgdra fawa gg (1939—45) & Uward ARdS sreferawen # R FdH
IRl Vg JgIR dlel H I=rer 81 g srefererensii & geiva
Td fadrE B TEAR B TARM 7 S CERERT BT
ST BT | A [AaRERT o ST DTN Bl UG & AT
BNl & YN d o Tl erif § I ged @ |fey
Fewifirar gAfea 8w

SORT ATAET & eal H “IRERNTT fIoReRT BNt & Areri
R IIOh g1 <t o | Nraer awy e ufharare =R a1
IR faaRor | BraT o1 | 319 T SATUd AR & I DNy &




IFdelqd e, SUANT, d 3fded @ fawm # fageyer iy
ferivor wR aifere 9ot foar S 2 |

TRT: FATHT Uawre @1 3Mygfie faaReRT & of=<id PINi &
TTaqul 3fdcH (Efficient allocation of funds) TR 31fdid & faam
S 2| focia veed @ Fd9 e § S9 e @ faaeyet
1. IS BT IMBR RT BT ALY, TAT 3 [JbTA B Aeran
1 B AfRy?

2. e @ wrfcqdl & gord fhe wu #§ 2T arRe?
3. WA & Il BT U a1 BT A1fRy?

PRI I A1 IR i wawr & 9 Aol e warfaa
axd 2 () fafrar fokm (i) foca Foker (i) o faotae |
[EREGIY

IMYF fIaRERT &1 wfcua fagman frad & —

1. fIcig gdg @1 Agfie faemeRT [agevds Td s
2| SAD ST It B W & AT & SHD YHTaqel SUART TR
f g1 faar o g1

o

2. UG T WA Ud AT srmeE, fAawyet vd dara
3 faeryor, wikerer aerficdia fawervor & omR W faaeyet
o ford ot 21

3. IMYFE fORuRT & orid, I &Rl Ud smawad wd
FTaRA UfehaT 1

4. T 3 9 YE ERYRT & or=id @I§i & wiftg vd
SRIRT & e Yeb YT B & PRI I8k ATTATID AHGI DI

QU F=IF 8T U © |

21
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233 o o @ WRERFT Ud Igfe fErRumr # R

1. focd SR B RERFTT fIaRRT quiFTe® (Descriptive) eI
AT (Narrow) B | STafdh ST fIARERT & Sf<id fReryonas
(Analytical) Td SITadhar & <eToT faed 2 |

2. URERNE fIORYRT & 3fid fad dRI T=/df3d (Sporadic)
P 2 99 b e faRuRT & sl fawi vewed ol
fafid (Regular) T T (Continuous) UfHaT B |

3. WRERF fSARURT & AR AF BN & GI8 WR a9 a1
ST & 99 P T4 faReRT SNl & FUE & || BNl &
FHT SUART TR A g ol

4. RERATT fIaReRT & 3raiia faciia yawere & fofae &
HIS YABT TE1 Bl & Wd b Y faRuRT & gaR faw
gagEd B o H HEdl YABT Bl © |

5. TRFRNEG ORI O &1 & srata facd & <" dretie
DY Y= (Long term Fund Management) TR 31fdd &t EGIRIRSE]
b amgfie fARYURT STeUdlel @Iy Ya== (Short term Fund
Management) TR 3% gt <l & |

6. URFRIA [TORERT W6 AT IHS MRS Jaw & Ufd
I8 Y&T B SHEHIV & YeRR & (Outsider looking in approach) ST
o Mg faamReRT |iTe de S9S ydud & Ul aiRa Ul &
?{W“T Pl UERR B (Insider looking in approach)

2.4 fd@ ®” @ HIAST (Organisation of Finance
Function)

focd PRI ® GoT ¥ ST GoT & WERd Scaxedd,
PRI T JATBRI B A~ fRws & 72 sri faae= 9 2

g SUpHH! # AT BT BT FATAT W WIS & W gIRT
fopar T 2 | 519 fb g8 PR & el ¥ fac drl & arerd
T ST B MMAIHAT B & | WIS & HH ey & I=d
A Ud ga= & e YAGAR BT © A UERI B T
TG DI IMATIHAT Bl 2 | 3 &9 71 W0 | TR IR Fad & |




fo@ o =g WA wREAT

(Organisational structure of finance function)

Share holder
IIIRD

Board of Directors

. .

Managing Director

EECAERED
Production Personnel Financial Marketing
Manager Manager Manager Manager
ERIEE Afyafta o famor
ERED EERED J&erh EREZ

l

!

!

Treasurer ISTEgel

Finance Controller fawt foi=re

AP FEe P gawm |1, PR wd gefeT
fafrmT g ydeE | 2. A o
9 Yo yee | 3. facig faeRer
3faeror g fIgeivd | 4. < fawersor
FTTRT fIeROT | AT Uaeed | 5. SR 3fawefol

6. DX YR

7. oM YEE

8. HiRkBII

[ERlREE]
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2.4.1 faw IfAfd (Finance Committee)

fodll M enfdes e # o™ vd e &1 sl A
Ude HeTed gIRT el qoi fham ST A ofd: Hared "use Ud
y§y HdTdd ® FY Uh bl d w9 § fdad AT (Finance
Committee) T o+ fhaT T B | S icid FaTcdd AvSd &
BT AR a7 39 A T2 fAfi= e & ereuer ues
e B & e Haredd ur: faw Afifa o1 e sreger gar 2
o <t g1 fawiy M vd FRIEvr 8g dered #ed @l
RIS & T B | 9 I8 U R < 9l v | Aot @
foraraas ¥ faa afafa &1 wfer o gl 2|

2.42 PNETE (Treasurer)

DL e PIY + el Al W&l & A A a1 & | ST
TMfeaeh 31ef BV o 7edel A 8 | g YR H DIuTeder &l YHd!
3= Heg@ayut ¥ | fofl vd Ardetfes T &t & et # st
gfaa arfart s & &1 Sl © | 9 O udus & rieRer
AT % PIuEme b1 ARAgYl E BT g 99 3ienfie
el # o 1 & whal Hare o fa FRiFe vd emmege
SHF BT T @ Sl B | 9 I § S 6 Ud 6
ga=er, fAfFnT Gen ARg yeue, 99 9 U UawE, STherr eI

ARG faTelyor Ud el fadRor yeed T Rt Ueue onfe writ
T FHTe R0 Ud Gdero eedr § |

WA AR TR PHIEIe & Hrierd 5 T fd=gaii &1 afafera
foar oI AebaT & —

1.0 fas @ =@wm (Arrangement of Finance) — SeH @I
LIS & ATHU A BT U= ey il Td HRIBHAT B
foraraae, vd ufoReIus &1 &1 SNl &) rawer dRa fhar Siar
gl




11 fa<ha A (Financial Planning)— facia fSae= @
31TeT AT qaigaT 3 8 | 3 S BH & (ol aD AbS
IR e T T Yarga SRR Il & | BINRe] 39 7o &
N gafgas omar € % wrea & fon fa dmr ao F&oll @
ST 2 |

12 fafveom @ == (Relation with Investors) — dgc
HTaA # Yol o TR MR uferforit &1 € | uferafornt & fasea
T 3MaTTD qTSIR B USRI G PR B PIreser fAfirsTat
A Y WU BT § | dAlfb HH BT SAAYSH FeSTagad
HUET BT S T | gD AT & DINRIE HHA DI AHBITD
Saegrll Bl el B STSIBIel= Fol BT T W PRI © |

1.3 AT (Investments) — &l @ ol &1 waicad wd
arerl e @)1 o Ue onfe & ywa =g AT
SRt 1 FRIReT AT oNfS B BIvTeder gRT AR Ry SId
gl

1.4 Hs Y (Cash Management)— TS &1 3R A dopt
H WA WeAdhR U b I @1t H ST B, qe fe—ufafe
B drel AdhE FAERI BT &l Gl $Reb SR Jobl # ST
FRI], A W T AT a1 St fafdy a1 fsfor e degar
IR & Fawen &A1 (g FEiRd 99 & AR SuR
SeRIRT 1 agel GFARad o PIuTeser BT Agw@qul 1Y 2T 2 |

1.5 SUR U4 HUSY (Credit and Collection) — Y& FHH=!
B 7 {O AT H SUR oF—ad 37T BN & | SHD olg ATEHT o

I AT BT BT Hed SUR WAl Dl FGeI Bl d
R 9 & AIdR SUR goRIRT @1 agell GRRked a1 aiure
Te7 BT Hedqol BRI BT B

1.6 €T (Insurance) — HIITAET HFIAT B TR BT GAT]
(Custodian) BICT & 3TcT: B B TeT—3fae] TRl dT GR&T B

[ERlREE]
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QAT HST | AT BT RT DHRAT DINTEhel Bl Sfdd daed Bl

gl
2.43 faw fA@3@ (Finance Controller)

o freize g &1 &1 e s & @i wafvd 8 2 )
JEh: faed FRIF® AT & vl &1 =1 &l g ForT uedl
(Watch dog) BT & | SH®T W BRI 36 a0 &I GHedT sl o
& HH gRT T BT ST aTetl FRIRT e AfT & vd FrREgar
G B SR, TAT FA BT S dTell A BT GRS HHI1 DI T
81 8T B

I AT debeitep! I H faed FRim sifer & U8 vd
I & HEH A iR &1 ﬁﬁ' (Central place of
decision making) & T ¥ |

W AR R I fiFe & ol @ 991 TR | gaiae
foar 51 | 2 |

1. yaEford oo gl # W rgde odidd dgfd &1 e
TROT Qg el T |

2. AN fREE g W6 & U WR W W GRAT |

3. goic qdigE wd e qor qaigEE @ bR uR A
RIS @ SO TR 67T |

4. BR R SR BT e R |

5. WA & A fdevT 31 g BT |

6.  OOR® 3(defv & ARIH I AdRD I B I
PN |
7. focha faaont (@ =1fy @ran, fereen) @ fmfor vd fach

gfardeet bl JIR BRAT Ud S Y- & AHET T |

8.  Hewyul AiR®IT Tl Ud bl HT Aol Ud fageiyor |




9. @R MWEd &1 Jedidd Ud fageryor|

10. IR SIHeT™ T SIS Ud Fqferd awel &R | faed
o= of fffiepr & aR | Pled vd Q=T A oo faR Fead
TR fd &

* foRiEST B T YD S IR H g el sfawifed T
BN & @i FfEl & yaw 3 98 € T e © S
JGAT & oW H el AT UG HaAlAd A W D
R 2 1"

2.5 3NN Y=H
1. o o1 9 oY R IR § 39 IR | fAfe faaReRreit
BT SooiRg BITY |

2. U Sed ¥ facd or 6 YR Gufsd fhar o Haodr g |
o aiffeRal gnT 9 9 i AT By S =nfu |

3. o o1 & uRwRe vd T foaReRiet # R sy |

26 oY IRI Y9 (Short Answer type questions)
1. O &R | U ®I w87

What do you mean by finance function?
2. faw aAfafq @ @2
What is finance committee?
3. facd & § Prowge &1 9T B 9 BT |
Describe the role of treasurer in finance function.
4. o FrEe wRfeult foriy |
Write a note on “Finance Controller”

5. foc & o ey fameRt wR fewelt faRay |

Write a note on modern concept of Finance Function?

[ERlREE]
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2.7 9RIY

gga: el o aEaaie dreq § i o 9aifte
HEYUl BRI AT STl & | ST & dedl (3, Fe0, QT €,
IR TG Yaer) # Yol ol vewere \aifdd Agw@yul e & | aerd
TSN U= 3 B9 WIS BT ST & AR W o I Aahd & faeg T

R facia ydee w7ed & siiRaw @1 Afcarie o) |l 2 |

facd wrf & e # yaferd ar faaRuRel (Fer ureRe faem—
IR AT AP [TaRERT) H a9 997 H e f[aRaRT
URif® & @ifh DNl & THABROT & AT & BN & A
ST A=l ARBR W [ g9 Bl amgfie f[aeReRT &
3l g fbd T € | avga: g HAM dTel fdd B 8 B
T vd e YAt AR A § |




$@ig— 3 A< Q@™ (Financial Forecasting)

THIE B G

31 IgIH

32 fawir gafga uRe
33 faRwamg

34 focfia gafgamt & Surcaa
35 facig qafga™ & Helda
36 facig gafgam @1 daie
3641 afud faci fdavor
362 PHS qoic
363 TgHUT
364 @I U4 9g9dl YA
365 TeH UTEIAT faweiyor

37 NI

38  OTINT B U

3.1 S{IW

X SHIS B T B SURIT MY I AT D b —
— v qafgam @ @7 e B R @) w87
- foch qaiger @1 e @ €
- I SEN ¥ iy qaigdE @ Sureddr @I e |

- facig qaigaE &9 & o I 9T & 3t e dcal @ ot
TR R 84 Il qaigas & dad &7

— i qaigam @1 gaford d@ile @1 87 I8 89 dad
g&fid faci f3avor Ade doie aab-iid ol fadem s gfd
TE) fafeRit ey & vegerey H wHfd € |

29
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32 U=

faxf gafge (Financial Forecasting)

2l 1 < # i @1 Suregar [fdare 8, 9 oz
SMaIEARIt &1 Yarga faciil qaigA deerd 2 | faci gafgam
I Ul ST @ SR WR AT iy gemsil &l fHeuor

fpar ST B | $Hd ST AR s 3rddial (Inflows) TRIT

b gfgaiel (Outflows) BT 3Tl fhaT SITeT & |

gredfass st # facia qaigA™, F=iTer gl &1 afidhed
2 R AR & TS @l A1) ISR BT 7l U < H AT
feret € |

s U. Yold & el H “gaigH U QAT FaRerd TN g,
fSRId g1 sifdrsi ¥ ey Mdleiar wfds &1 Bda &1 Il
%lu

3.3 faoryand

T fIIT qaigA A aRafadsarsti & fofg oA 8l
21 A A YddTei TRl & AiReTd fageyer W mnRa
B | o # fache gafgae @ el famarg exh €
1. fOciYagaE 9 gedRil s aRReftal 3 st
Bl g
2. TS I BTG Hesl & Ui # e aRRerfir
¥ B arel URacHl @I €T H @1 ST 2 |
3. i qargami &1 fFHfor e sifest vd favra Rerferi o
gfteTTa @@ A o & |

4. facig qargar @1 FEir e denfre Qfa srerar FeiRa
iR fagemor & MR W) fhar Sfar |




3.4 fa<ig garg@™l @ Sureaar (Utility of Financial

Forecasting)

UAH Hied H fac Siad <Rt vad & w9 B © iy
QA & ST WIS B Al AR Saeadhamall 1 FerRor
T STaT 7| SmavHedT W ARG Sfrar wH AIAT H oEIar T
facia gafgar Wed & foq arde & deobdr 21 o Hgferd
qatgHT 76 @ folg JIcdw 3Mawds BT & | UTd: facia gatgAmt
A e B AFforRad ot B 2

1. m A BT ApeadH SYART (Optimum use of Cash
Balances) — fawiig qai=dMI & gRT W76+ # Rerd Ads 2l &
STherad YA b S |epal & | fawiia gafgami & oM 4
JqAT DI SRy Adhs Alchd T8l DI ST Hehdll |

2. =@ 9@ &I ( High Credit Capacity) — facia qai=mmi
T gRT A # Soad A0 9N ARG AT BT gord g 2 |
I dehT S1eraT faig EReMai 3 FE0T YT PR H SIS Blcl
2, ae: A qafgamsi & Aregs & §9f B Ged @l A<y
SAAIDBASI BT AT AHY T ARQIADBT T IR TR 3fe
T PR W R Fedl B

3. faxfa fameit 9= A= (Control on Financial Activities)-
I gaigaE & Aeas & ded &l iy fhaweil w i
o foham ST AahdT © | 39 TEIH W s WR b Nwre T
FEiRa ove arafds Frafd 3 Jords aRomET &1 Jeaie
frar S Haar 2 |

4. facfm |er@ar &) &= (Verification of Financial
Assistance) — I qalgal & @@ ¥ W6 @ fai
BT BT HeAId (AT ST bl | vk faiid gafgami & e
TRU 5 & R AST & AN Hd Bl qgaradd drel H
aRafda e B 8 2 |

ferfrer gatgem
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5. 941 SUHH HI WITYAT (Establishment of New

Enterprises)— AT QaIgA &1 3Mdber TdIF SUHHA Bl WRATIAT
&G PRAT AT D BIAT & | dOIR ¥ ARG J1rdT Hawsii bl
AT & ATgAEl & JER W ST SPhls B MR, &3 U4 fdsh!
BT e FEiRa fbar SIrar 81 $9e e € gl vd ANl @l
qaiHId R FITST DI A1 & BT Hedidh [BaT ST & |

6. facig Ao § 9ee (Helpful in Financial Planning)
— o<t e =g fawiia qaigamT @ i JiaeaedT el & |
TR AT ST B FHI UfhITRiTl T 3R fawii gargar
&1 BIT | ol @ &1 fAmior, ofiavor @1 RIf, ge SFeor &
U BT R senfe i qaigami & smR R € & S
gl

3.5 fawiy galw™m & Y& @@ (Basic Elements of

Financial Forecasting)
oy yaigwe & §o aw f=fafad 8 €

1. SR (Basis) Ay qaigAMI &1 SRR A=l srerdr e
ToIaal §RT Y1Rrd fdeqed =g &Rl &, i qargasi &
forHfor 2q SM<IR® Ud a8y Q1 UBR &1 G B ATTLIDHAT Bl
2| MaR® aTY e & fhanell & Sueter &1 Wl & feg
918 AN ATRIDI, AGITEDIY Td TR AT Yo~ &
HqETH W U B E |

2. A (Period) — A<l YalgAM, SredIei, HedbIeiA

oI ETEdIetd 81 [l | APIel Gaga T a9 3ffal HH
/Aty & BN € | AreTel qafgar 5 av a1 6w 31 o/ 7
B | U ay 9 31 Td 5 a9 W B9 fafd drel QaigAE He

APBTA JaTgA HEA & |

3.  9EFa| I (Latest Information)—faciy QaigAM dad
BTN AT IR STETRT 7 BIhx dfod I Gd Tg AR




TR SR B A1 | TIaH el & 3™Ta H Yaigar arcdfad
H W E &

4. PERSEID S GERIGY (Management Information

Technique) — TTATRIG TTSH & T bS] & Ahol, fazeryor
AT FRIYOT BT Ve GeafRerd G Jomell s a5t s =y |
RoTae AT 4 <aRd U4 a8 Gl T IaRd Hdheld Td
FREOT YARET fBAT ST A | YT LT Yoel H Her
FIfient @1 ufifara T sravad BT B |

5. SolggI-ie AEIHI BT YART (Use of Electronic media) —
WS B G YUIell BT @R DA B Selagli=h Al B
TRINT BRAT ATaeD B bl & | IaAH T H HRICR, B,
SUCTIC, THIBE, TS ST a1 AegHi & TN gIRT faciig
qaTgATT H FAaH GErel Bl AT BRD AAD SUART 7T
ST AT B

3.6 fachg galga™ @t @@&iia (Techniques of Financial

Forecasting)

AMI AR WR g9 argar & fior gq FrefaRad daiel
BT TN B & |

1.  vafda fach@ fAaRor (Projected financial statement)

2. ABS FoIc (Cash Budget)

3. 3ITHUT (Simulation)
4. &g U4 98991 UARRRA (Linear and multiple Regression)
5. geq UTEAdT favelyur (Sensitivity Analysis)

Sad faferdl # daat vafld s o, Jes goe fafe
TUa= Gegerd: \ArIId & 3T 89 39 U H haol Sad il fafe
T & eTTT Bl |

ferfrer gatgem
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3.6.1 vad fa<i@ fda=wr (Projected Financial Statement)

g fawir favor 9 faawor & S Ardt wrat a1 ifirerad
TR Bg W A & for R ST € | 3 faaRel & weEm |
JMTH AT, oM, B BN & SYANT, UG AId AmIel 3nfe &
fawa & gaigam oegd & Sd €1 397 fdaroll @1 TR &)+ g
BTE SN MR T oW 1 2| 390 101 8] SN Tl
Teat W SmRd B 21 9 faavell & araeid veifda smy faaxor
qorr veifid anfie fcer affaferd faar Trar 2|

1. vafdd g fdaRor (Projected Income Statement) — Yeifid
T faRoT 1 70T QEGATHG fafs & oy wwireg fashd & o
TR W a1 S & | G=i1ed faga A3 &1 SrgAr e o vd
3FTT AT fashdl & MR W HAT ST Fehell B | $HS =Id
faepra w1 @ ArTd, fasg arTa, wRNIG @9, U9 el |
TR SIFA T T Fahdl & |

2. Wafa RIS (Projected Balance Sheet) — Taifdd ficar
Tg fdaver v 2 Rorda W 3 ol a¥ & ofd # B @l fawia
Rerfer &1 qalga = b STrar & vaifud s @ fior dse
# TepTels w1 feres gd wrfr @ SR wR s Sirdr 2 | 39
ST eI I oM ® A=fad Adel o™ &1 IR Teras
faeha @1 ANTT &1 TUHT AR ol S 7 | veifid fes & fmior
veIfid omg fdeRvr Qe e TRl Ud doic uifdwmEl @l
WERIAT ol Sl 8| 9= dR W vafld s & fmir #
fAfaRad == BT 2|

@) uds wHfcd H e g fARRT iy @l oM FEiRa
fafdr w AT STes R @1 916 W@ gg 3 @Ry |

@ o Rl o B 9 UBR B AHEiar (Agreement) HRAT
ML LT BT, S AT DY T T Al AT o= o =Ry |

@) YT Iaf & YE oI H Ueftd I Bl o




TR 3§ od (Networth) &1 0T R o1 =12Y |

@ vafiu wrfcadl &1 go dINl (@RE + Ig 9ed) o Jar
BT AR | FHfTAT BT AT Bl DT TP B TR AR DI
IR S1fRac AT @1 AT BT ad BT & | FHfeadr & A
1Al aTRcdl B AT S B IR I8 AMe FAaq Ao
qHe TR W AMAR Pl Yhe HRal & | 59 [og AH! T Feon Bl
AT BF B AR |

HHEY (Limitations) - J&ifid fucer e fafy fadiy & @i @
3TaegadT Bl $RIT BT 8 | §9@ rid fawcia 9 & R 8
aret fawira uRad=T vd smaeaardmatt &7 qoidar Suer &l il 2 |
362 \&s duic (Cash Budget)

ADHg BT LI BT YA Ud FRIF0T Wi B 8
AdHe IoIc Udh FAgayul qh-id & SHd IFid bl Irafey fagy
2 s W Td A T ST SR ST 2 | jdhs UTf od
YA BT M M 8G FaARI Bl BTl il aoar
JATTTIEHATST Ua AIET FRITAIS AT FTHA T I i b1
SR G ATl © |

T B9 9 I @ TRl H b qore 9idl A & fog,
s WA Ta YA &1 A = |

AT R Fole Tiod & A args & 991 © | ords
ATEH ¥ Ao H afferd s 3T gd i a1 faavor ueqa fan
T 2

AHe gUIc AR & @ ygfodr (Methods of Preparing
Cash Budget) -

JMET AR TR s goic JIR B &I F=faRad ggfadt

gl
&)  uIfET gd YT fafd (Receipt s and payments method)
9) ARSI @ g1 fafer (Adjustted profit and loss method)

ferefrer gafgem
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W)  Refa faa=or A (Balance sheet methods)

&) wiid gd g @ - Jes wiity vd A e it
T ARl U yreiferd fafdy &, $9eb Sf=rid Ribs doie I &l | H
T fhaT ST 8 | W/ 91T @ STt I UTfed & Hal, It
Tq HI BT ST ST 2 | STafb GER 91T & I s I
& Wl gRIRET T TaH & T B Seoid fBar A 2
aReTe @ " ¥ g Nids NIfRR, IR aRerer IfRrl, i
YOI WG W B arell e Wit ver el @ weaqel 7 Bl
g fad 9N & oFid Fde 9, oFeR, <afud, Helgyl, da,
T, fRmame, ey, FHfcdd, IRl wRfcadl &1 By
sIfe Hal BT |fedferd  fhar STTdm & | I die o AR
RIES Y 3 I G B Aol UIMKTAT DI SITSDHR Ahel YA BT
TSI SI1AT &, 3R @1 IR b 1 3if~aq 99 eI & a9 a9
@ 3o Tt aTTet Y @) RS qreb! B B |

Receipt and Payment A/c

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

9) AT @9 s1f fafr (Adjusted Profit and loss



method)

51 HreHl 3 A & el Gaigar daR 6y S 8
I7a for g fIfy Sugad A Sl € 9% fafdy 39 Arwar W) o
RA 8 & Fred 3§ 8F arel oMl 9 Jdbs & RN H srfafs
Bl 2 | 39 Al & =i o™ BT @I §IRT 3MTebferd T @ 3ie
TR W AHS A=<IarE Yd Adhe IEaig & FARNSH B §Y AHe
gofe a1 fHfor far Sirar €1 59 A @1 89 s yars faeRor
ﬁ@(Cashflowstatementmethod) FAMAN TG | 39 A &
FARNRTT g o™, are], Ffeqdl vd gl § gRkacs, Joiird
I Td AT, FOTTH R < &791,Ud A9 gedlie Hal qre
fi qEFd g B € | FHrfoa o =1 fafdy 7 s aere
o1 ffor B 29 Jdbe @ I H ffaRad #&t @1 Srew vd
ANTHT | F BT Hal & TS & SURI b Bl ff~aH Y YT
BT 2 |

NESAEECA Ul

[EENI [T HAT
RS T
SRR —

AT g A

GECRGRGEIE]

IS @

BN

el Arafcaal § &

g, STt # 9

afergshl wd ol uAl &7 i

o wefeaal & fawa & o ¥

ferfrer gafgem

37

38

Hergd —
ESIMCAREIE
=7e], wrafcaat # gfg
1], TRl #
TR BT T
<t wrfedl &1 |
3ifer s araT

) i fRiear A (Balance Sheet Method) — 3% fafr &
RIEE Folc TIR TR B dulc M B i fAfY IR va wraafera
amfdfer ferear TR fhar SIar © $9a SFid Jde & 3Tl Ui
T AR w&1 &7 FHIe fhar AT &, \rfcd vd q1Ricd uet &t
ANT HRDb ] ST DI S 2 | JST qIhl Abs Bl AT €
TRIFT B ¥ | <RI ver T ART vafed uet & <1fdids 8 UR 3faR
1 IR §b Y IR bRl © | Al TR Uel 1 AT Fefc vet
H HH 8 O I8 3R 9 AfAfABY A (Bank overdraft) & ReIfey @
YT IRl B |

Estimated Balance sheet as on

Liabilities Amount Assets Amount
Equality share capital Plant

Detentuns Investments

Creditors Debtors

Accumulated depreciation Stock

P&RA/c. Cash at bank—

m qoic B A (Importance of Cash Budget) — EIRNIC]
Uofl & RIS (e gd FRIE0 2g Rids doic U TR & FH
g S @1 TN axe Uaw I3 BN & Ffd v fAder SuanT
B GHARETT PR FhdT 2| TS H IuA DN BT AeHaH




BT SUANT HRG HIST DI ARIHT H gl DI Sl Abdll © |
e H B9 Ahs oic Bl Aewl bl 7 WU H UKd B Adhd & |

o  Jhe Iuic © HRIH W BH WIS Dl AN AR BT
qafgA o Ao & |

° AP Ioic & HEGH I ST Bl g THT ATTTHT3

BT RIS BRD JMATID Adhs DI TR [Tdblel JE
T4 | B S Hhdl B |

° P goic & AEIH 3 & Jbs AT R T I =7
WA Y T & |

o e H yagwEH &l AT HUT Ud SFHRICdT Bl AU
AHs Tolc & A F fHAT ST FehvelT 2 |

3.7 AR

el 1 Si=iifTes sreraT SATaRAIRIS |G H & I ATaeehdl
B & | & 1 faail A1 54 SR 5w $1d 7 omaedd erfl g4l
A BT B9 fIgaigar ®ed & | fac qaigad & w3
B9 WAl 1SRN UR B alel Sl Bl A & A & | 3
R WR Rbs AT BT Fdbeldd STAN [HAT ST Ahl & 560D
AT € AITSH BT Sea S0 BT ARG &A1 BT Gol (AT ST Febell
2| AT H B arell arTavad fawii il @1 JAdmar o @t
T SuarT gfed far S wedr 2

31CT: Ve ¥ B9 PE Wdhd © (& fawi gafgae fawia uee
T &I U HecdqUl 37T & S AH A ATSH H AHaH o dl
SRV DT ATHR AT ST HehelT 2 |

3.8 I ¥Y UH

1. focha gargem < o aar wwer 87

2. fic<h qaigam &1 vafid sma faaver qen enf¥fe facer
fafer &1 avi= P |

ferfrer gatgem

39

40

facia gatgae & faRwan @ &
o qargae & o1 a@ @@ 2

faciia qafgaRT @1 Sureardr W YHmRT Sifery |

CICER LS

MY FTfie ST SRR w1 I 2 2

faciia qafgar ST &1 gesll &l b & |

I qaigal & Aegq | 84 AdHs AN BT STANT R
TP € |

AHs B AR BT YargA Gd FRAa07 i &
&q Ud HE@qUl T & |

faciia qafgam & arara # W e &1 wIfdd &1 el 2 |

iy qaigAr & Aea® A 89 Abs T YN Jeed HR
Hhd

AW g D SR

1.

2.

foc
CICIRCEIS)
IR SHRART
AHS qorc?
ICECUC|!
Ay



SHE— 4 YT BT G99 I (Time Value of Money)

THE B G
41 I

42 BRI

43 URed

44  FaT T GHI STEHM
45  IUY IOHHE TR

46 TS T

47  AIN® BT THE oI
48  IIAM HHA

49 AR

410 GRT YT

41 W

39 §HIS D AT & IO 37U 5 ARG & Al b —
°  Ha Bl Y oI R 87
o fichy frfas % g1 & w9 Hou &) fier w®m R?
o ud o forg W @ a9TaT W R MR 2P

42 ORI

*  Hal I (Inflation) — Wifdd <emell § Ha&T &1 qH
RIS TAT AR BT HIAIT B MR TR SHFehT ST ¥ | 3] T
P Heu ¥ fiRmge B Y& 2, 7 et R o9 9 e SR @RI
Fohd & 5 9§ UTAd 98 PR HT A v & FRad @ fRad
e AT BT |

*  IREH (Risk) —T&T & AT ORI FEAdQUl A SAIREH

41

42

fafed 8T 2 | 3T 8% S o9 T 81 7T & el UTe 819 &T T91T
¥ fAf¥erddr & amr o8 8l |

o gfygwra SUMT THIAT (Perfonal Consumption
Preference) — 3@ AfIT Teblel STANT &I 9fasT 7 fd S+
qrel SUHRT BT T H aRIIT < © | SaTeRVT Wwy bl
AT BT Aeeprel He arell [T ST 3Tel o et arel gofar
TS & e Syarh 2

o  fafanT @R (Investment Opportunities) — 3= @ifsd
RGBT T JeT BT A1 Teb e BIT € | A EHAR IR 3fl ured
B dTel 100 ST AT Uh aY JTATd UTad 21 dlel 100 ©F H |
U fdehey g+ T SaeR el df 89 e €1 opfl ure 8 dred
100 %. BT RIIAT <31 | FSTY &H Teabrel fARIRT v Uap AiRed &R
| el AT IR Fhd 8 | T IR I &4 a9 # e arel
100 %. B eI H T gy d1a e drel 118 . & fddbed Ao
B A1 89 IR fdhey & o7 W fdaR PR AP © |

43 YR=Yy

v faci ol g wwfcadl & w9 Sl &
AT DT wTa fafi=T 99 JIRTel O gsdT & | afe &F 79
QA & A1 &4 A7 BT I deblel BT Tsdl & fbeg 7L
B SUTGDHT A &H U1 ATI~ad BId ¥ | ST YbR Il &H &b
A U PR ATAR H I & AT SAR U H&T deablel 3 SR
fohg S9S ol &7 g ATST DI IR &H a6t T BN BRI | IR
e 3I=ITATE (Cash inflow) Ud Jde dfgudrg (Cash outflow) & #e
g Aol IRHAIGLIS B § |

facciar o & & 3 a1 & w99 G @) Uga Ud SHET
ARG A ATaIH BT 8, IS 8H Hal & T Jd B
UgdM el R Ui a1 fawig Aol Ffeget 8 wed g T &
JATAHTH ST BT AR BT &l Ul PR Fhdl |




44 YT ©g G99 3 (Time Preference for Money)

®13 f @fad o fawyget fvta & i debrel ot 89
el foell & & 3TaRR BT GRS fadl 9T ol *afdy & forg =72
PR DT | U ART ATl U B aTel €1 BT aRigdl < & | 397
T P §F AT BT T A FE 2 |

45 Y IREE & (Time Preference Rate)

AA AR W 89 J&T & G941 BT 191 <% I71 B &
Y H U IR Gl © SaeRY & fory Ak B afaq & fog
JHY ARH &R 10 Yierd € @ g8 31 T B dTel 100 Wb, B
3UETT U 9N 91 UK B dTel 110 3. BT IIAT <11 | Afdd &
A WS W AT S 31eraT Bear B WINT A= dafeud
ot fofai  a=a 21

Y ARHM &R BT FM fhE UHR AfGd qeEr BH Pl
fafRi foke § Were g €1 s ArEd W A wHa
JRTET H 9Tl B arell {1 IR &1 Jeaiche geir uiRve
H foar S 8 SR afe fredl <afaa srerar v &1 FH 1 &%
10 U 2, fE SHBT %, 10000 BT T H .11550 T ¥ g
Tl R bl YT QAT Sl & o 97 S I8 U DR PR
ST ARy | B favd B S U8 UNAd WIPR PR ol ARy |
PR I U B dTell RIY 6, 11550 ISP §IRT Alfod A9
AT TR 10 UfcrerT | 31D B |

ﬂ&hf@ﬁwwﬁ:% = 11000

e g i ev = WS0x100 4y 50,

10000

46 Ehgle &I (Compound Value)
g faf it g1 foefl o9 &1 o & @rfde ant & forg

LEURCIRLRR G

43

44

fafrafora fear S & a7 & o1 fafraee fafrafsa afr w®
U a9 T &) BTHAT HRAT 2, SIP gRT w100 fAfnforg &=
W

WWWE%:MO T a§ ggard g, fbeg afy

fafireTe fafenfre e=RIfdr 1 <1 @1fde aut & forv fafnfor
104x 110 x 110
PRATE A gAY 99 I fAFRifor i k100 =
121 BT 319eT BT | S YR T aut H Al g=Rifdr fafafora
B TR U IR B 0T R g b A S @) S b

=l

S=P(1+R)
100

el S = MRS IR R e g A1 Aol qed B
Jgad 8, R — T S a7 @l <% Uiy a¥ &1 $AT e 2|
n gui &1 W1 BT ISR HaT ¢ |

IR Wy AR el 9@ & s9d @ # 5 ufoera arfie
TSl TR . 1000 — 5 @81 & foly S &R T | A1 U& a¥ &
IR U AR . 1050 A IY DI FANT TR 6. 1102.50 YT
BT |

S UBR fAfFEed @ 5 99 & SR 9T IRy B
O SUYA A DI WA W B A B |

S:P(HRJ
100
5
S:IOOO(g)
100
Szl@@@xgxgxgxgxgzlzm.%
20 20 20 20 20

4.7 9 &1 IHgfE T (Compound Value of an

annuity)

3 TP T YT A g ki R ua fAfRed



Ay & S FREd IR ) I Iudel g Rl &
MO BT Ugl BT ega fbdr, ¥ I8 3maegsd -el fob
fafrdreTe A=qot aHesT &1 U ged AT ave, 9fed Sdd
g1 ufermre & ufyad ve Afdea i o ve e ewRifdr @r
fafyamT fasar ST 21 W faffei arffed weend €1 S STdER
BT ST STHT — aTf¥epT STHT BT ST aTell S=RIRT U 9 e
AT & | A & whgls Ged B T B B F9I Td el
Bl L H @1 BT | ITERYT AT §F 6. 1000,10 Hfcrerd arfies
AT B TR W I aut & forg R s & | dr ved 9y & 3fd
# ST %6. 1000 IR QT 98T BT ATST YT BRTT | AR 99 & i H ST
% 1000 TR 1 Y BT TSl UK BFT, S UHR AR ¥ & i H

ST %6, 1000 TR DTS TS UT A8} T, 31d: Y29 a9 @& i H ST

%. 1000 BT e gea =1 UbR FHbTerr SR |

2
s :1000(“10]
100

S=1000><£><£=1210
10 10

T qY B 3T H ST F. 1000 W 1 JY BT AT

1000 1x10
106
=1000+100= 1100

3 YR IRR a9 & 3fd F ST 6. 1000 TR BS AN < -Te]
BT |

=1004

31T % 1000 UfT a9 & 3 H I Gl T ST PR TR B
YT BT Thgfeg Jod BAT| 1210 + 1100 + 1000 = %. 3310
B 39 1 U6 @ e | IR R A 2 |

. 1000 AIf¥® & =hgfg JoI BT TR

LEURIIRLRR G

45

46

a9 B g
a4 & 3T H 0 1 2 3
NI %.1000 . 1000 . 1000
. 331000

DT & ashgfeg Jod D VM R &g 89 9 g BT 4@
TRINT R Fahdl 2 |

S:A[(1+i?"—1}

1

Tl A = U fAfdad oaf) ao af & sid & e s il

R
3
S =1000[(1+£) —1:‘
10

i=—
100
3
=1000{(1.10) —1}

10

:1000{(1.33171)}

10

48 THM YU  (Present Value)

g faciha Fole & &= 3 981 & 999 9od & 9199 8
=gl ST (Compound) T =T HE@YYl ddh+d 2 | $AA
faffrdistd # e e=idTg (Cash in flows) U@ JIds dfgare (Cash
out flow) & T ¥ fol oM =g d@ wfdd &1 fawm Bir 2




T A & WY H U GRIRT Bl A & MR W Ao
ARG BT @ 1 &1 2N sl = FoRy ar 2 | Sugad
el & SR TR &9 39 by R ugd Aehd & b g fAfriers
TAY GRIIAT AT TSl &R B MR TR B AT avas 9 7
T Aol of werdt & | ARt wdf grr adam # 1 %, faffrd
B W Yeh g9 D YT S . (1+) &I qY YTATT (14i)2 AT A
Y B TSI (1+41)° Td n a9 & SWRIT (1+0)" . I 81T | 3(F Teb

AEST U2 Sodl & b fafisie gt 1 %, fafe T & iR v a9

P SN, S 9Y & SURIT Ud U 9 & SURIT deblel fha- €

TARIRT T YR BRAT TSl € | Sl IeAr o Suetel 1 6. 4
fAfeToTe STUT STTaeaehdT @ ¥y Ha IR AT of, fheg fAfamT
% BRI IW qchIA Al AMeIShdT gfd o dfd g usI|
faferste gRT B T QT &1 0T 89 7 G & AgH | aR
RENES

S=P(1+i)
S

Pzi‘
1+i

P . Rs.0.909
110

a9 I8 ey e © 6 afs a9 R¥gar <= 10 gfoRid 2
A1 9y & IURI YT B dTell GRRIRT BT aeH 4o 3. 0.
909 BNT | S¥ YR &I 9 & IURIT Urd IR T A oo
BT |

S=P(1+i)’

S
T(1+i)?

2
:(ij L e 0826
110) 121

3T &1 Y & IR UKl B alel] =R BT g Hd .
0826 BN |

LEURCIRLRR Gl

47

48

4.9 9ERII

&1 & qaH JoI A9 BT fIcia Foke & &5 # e
ool I 2 | Bl W RIS a1 & 990 9od A9+ & 3
R W & AT 31 T 7 o =i (ofg oar ¥ adae 3
SUST R & ITHRT &1 IRIATT G &1 8 Dlg g=IT fAFRIRT
Fxd 2| fafEn w Sfua e 7 urd B9 @ <9 | fafarse
e H SUMRT BT GNRICT <37 | 89 9o H UTT %6, 10000 Ud Ufa
Y & IR U< B dTel . 10000 ¥ 4 AT T faded g &
1 &H 379 B adHT H U 8 dTel . 10000 BT Il < |
fob=g afe &4 . 10000 UFa 99 & SURTT 10 UIRIT YATT B A1
IUSET B Wbl © Al 8F UId g¥ & IURT U<l B dTel %6, 15000
@ fIdpen W W IR ST B | U 99 SURIT U 81 dTe
HfIRERT . 5000 DI & J&T BT THI Hod B8 Fhd & | IR TAR
gRT g & ST arell I8 W aeRIRT adme % ST &
IR BT Uil Bl | 3 89 191 & WU H 31fal o & WY
# S Y srfRad e=RIfT UT Bl ® | S aaHE STHIT & IR
@ Ufhel Wawd AT ST & |

410 g Y

1. &1 % 999 Yod | Y a7 AT &7
2. & ¥ 999 A @ 77
3. dIN® & Fhgls Jod BI UM Y fFF GhR BAI?

4. o ol & e % 9a1 @1 999 9o {59 UaR Suarh
27

5. ‘Pz A fAfwT, ad9e § STaT @ aREAmT &1 ufdwd ©
T HAF B AR DIV |

6. TP dy & IR UK B dTel %, 600 & o Hd DI



UM BN | ST FHY RN €Y 5 Uferd g |

. 5000, 10 Uferd aiffep &arst @ <X 9 5 98 & forU
fafranfora et W arfifen) gea @ oM BT |

AR T T BT G fora |

LEURIIRLRR G

49

50

saﬂé—s q\iﬁ B AN (Cost of Capital)

THIE D G
51 g
52  URe™
521 3l U qRMTeT
53 TFITHROT
54  USI & ARTA GBI A9

541 9T YSH BT AN
542 TR T Yol B AR

543 YAIHR A Yol B AN

544 FaT 3 Yol @ AT

55  YiqERd g @l oird

56 Yol @ 9IRT 3Id ovTa

57 Uil @1 NI &1 Ao

58 ol fAokm # 4o &1 o &1 i
59 R

510 W@—URE U /R

51 SgIW

9 3P @ T B SR AT IJ§ A Tl b —
ot Ud SHa ANTT I BN 87

UGSl @1 RTa &7 et &l # afiasd fobar T |eball 87
IS &1 ARTT BT A9 89 {6 ThR PR Fobcl o7
ot o arTd & iR @ #ew a7 &7

facia fofas # OGS @1 aTd @t fer @r 87




52 U=y

AR gRT UHT & ST arell ol &7 8 o & 3/aed
GBI TS & | T8 Hed TSl & wU H Bl bl © | el o™i &
Y ¥ Yol BT AN BT AMITT SH 93 A 2 Sl 84 Yoll & START
@ gaol gHHT USdl ¥ | Yofl &) AT 98 e <% gl & ROy
Gofl R T o1 yeIaht @ forg simawarss grar © | oy §oft &
SYHNT & Y AT S TG AT P Y BNl 87

AR AR TR &9 Yol &1 UHATHROT A UHR A B Fadd

gl

1. JTdeN A1 W Yot (Self capital) S99 f=ia fFTa
ST 21 gl & ATeTs | UHd Yol 1 Iem # fafrnfor faan
AT 2 | 39 Yol R et ufiwel wawed ot T e 2Ted B |

2. TSN (Loan Capital) — FoTdSH & o=iid e gR
gRferdl, 3 Reder! 9@, fociha et e o=t & e
ST YO AUE0T ¥ YA T STl € T 399 TR ¥ Qe goil
R e B TSl QAT U © |

3. 3% Yol (Share capital) — $U& 3T FRIEAT §RT A6TR
# S St BT A febam ST € | STt gIRT S i sfe o
HI PR W AT & o e Yoll & w9 # UgR A H AR
THT B SN B | fheg ofFT aR®T ®I Ul wawy o &
YA HRAT TSdl 8| ARl 8 3 dR R SPERS & #e
QI BT IR A 81 9 2 |

521 3f wd ufRwmr

AR AR W Yol @1 ARG &1 ST 66 & S
JUANT B S arell a8 Yoil & SUINT & dacl (hd ST+ dTel
YT ¥ 8 | I Yol BI AT RN TATHS (Dynamic) &

51

52

T & WIT® (Static) SHBT TIANT TN 1t # fHar S 2|
ST 3L BIT 2 | 9 NI BT SuIfoid Joit &1 gg I &
gfererd & wu F ferad fhar Sirar & 1
ST aifsd &R Bl 8 |

. O. ¥ed & WRT # Yol @I AN, AT B S &%
BT el rar & Ry fadt fFaer w o gwaferg urd awer ared 2|
T IR & 99 w1 & Jod H g9fg 81 9 |

. O MeT & wEl 7 gol @ SR @ i 39
TR SR A & O SR T 37T Hed uRdfeld v =g 3iford
PRAT AP BIAT B |

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

Gordan.

IWRIFT IRATIRIT & R TR §H I8 B8 Fad © (4 ol
T AN 98 &) BT © T R e & Rfastat & forg qeram
FRAT JRAGRY BT 2 | AT FTST BT I Yol &Y AFTT &
TG U X (Rate of return) UTe HRAT BIFT @MY | <JACH
TR R & &g BT UK PR ol W & doIR o Pl I
I TR IR G @ ST FhlT & | Yot @ ARTa ot 7o foeey
Y R B ST Al 2 |

Uil @1 eTd (Cost of capital) =

T T AT AT (Payable Interest or dividend)
e i (Re ceived Capital)

x100

TETERYT WY A fBRA AT @ |l Yol . 500000 &
AT HITSA GIRT 3. 40000 TS & W9 H A AT ST & a1 goit
B AT B |



40,000x100
500000

5.3 ifi®HRUr  (Classification)

UGl 1 ST T RN T qebeilh] THRAT 8, i AR WR

B AT BT 7 GhR afied o) dad 2 |

1.  URWR$ AN Y4 91 SIRTd (Traditional cost and Future
cost) — URFIRG VN a8 NI BRIl & ORI UR ceplel
g ARy H oidl 3 feiftag far Siar 8 | 9 @RT a8
NI Bl 2 forgaT gatgae wfaw & aut & fog fasar s g

2. fafre @mra ©d "Yaa @mTa (Specific cost and
compound cost) — Yol & =1 Suerer fawi Akl &1 gors
WY ¥ faRne AnTd S8 ST § S | e, qaiftend fe
Uolt gd =eor uaTfe Wgad @nTd Ao # Ao a@y Ieh &
HYTd AN B B, 39 iid T Yol @RTa &l |fRaford
o Srar 2| wgad AT B FRel ol Rl @l ofad dol
NI B & BRoT MRA arTd it FT Sirar 2 | ol @ awaeh
fAofae # RT amTa &1 WewEgel e g 2 |

3. 39d ATa @ T AT (Average cost and marginal
cost) — T # AT W UPR B Yoil H U Al Bl
AR &7 WIRT 3%, M9d aNTd deand & | e @I ol
AT H UD A BT T AR BT & I B AR W AT
TARTT @7 O BT I & | AT AN 98 AnTd Bkl 2 R
HITST GRT 93 I & AeH J QST Al € | T8 A9 BIEt
TRl ot @1 fwrd o Brl g, fafyanr ey faofas #
AT SIRTT T A<yl oI Bral 2 |

4. YO ARG U9 3=iMfad AT (Explicit cost and Implicit
cost) — W AN S BC @ & Pl HEd & il AP INTHAAl B

ISt @

53

54

ERLIE] qa @1 Adbe AT (Cash outlaws) & A qa Eal
TG P & | AGBING TR TR I8 RD YA &% Bl 8 |

IIMRT AT 98 U <% B & S fpedt fafdre fafermr
UG BT WNHR B B IR ¥R B T Bl & 3
AT BT AT T BIAT & STd AReAT SR T PINI b debfoqd

TRINT OR faeR Rl & | S99 STa9R ST (Opportunity cost) ¥ &t

ST 2 |

5.4 Yot & @G &1 A9

AR AR TR B S &1 YSl aFTd & A9 B Dl
iR wrifafdr 781 8 | e o sravgdarstt it vd uRRefoar
@ AR Yol @ 1Td HT Qafga T S & | 66 & foy
&l TR & fAfe areer o o e ur: - @i
g @ oM f99 gBR @ ST A B

54.1 9 IoN & R

I KT Yol e @I g8 Yol BRil @ Sl Wed &
3T 0N & ®U # 37Tl & F0T Yot &) T 98 <aTel &% 8l
2 S fo5 7e gRT FoTQTredl H1 <7 BRil § a¥da: I8 &% HH
R o1 Yol & Ffe ot # @ &t & 9l 21 %or o @
NI ST R =g k0 A & [TRET W OB dlel Fdl ol
U< 3G XTRT &7 AT BT ST 8 WA BTl & SRR W 0T
TSt @1 <1 et H fauTiore febar S el & |
1. Nqd R iﬁh B AT (Cost of Perpectual Debt Capital)

— aa 1 Gofl a8 ol el € foraer 2o (qereT=) T e
@ Sfia Blet H el BT g | fhefl d1 SushA g Wi H ot
ol & oruTd &1 ReR IR @+ 2 |aa o1 Yol &1 ffae
forar S 2 | ad o1 Yot &7 9 S & Sitad ardt 7 fad




S @ gl F 8 @ RO 39 SRR RO YST (Non
Reedemable) 1 &8l ST 2 | $HS! IT0MT 7/ 3 & AN §RT
B A 2 |

CDBT=%><100

C,s; = Cost of Debt before tax (R Yd T &I A1)

| = Amount of Annual Interest ( AT =TT &)

P = Principal Amount (qeT €)

I9d q& BT TART F0T Yoil &1 Fta e R fad
S @1 Reafd # 21 faar S 21 eor o @1 el diftem
31T ge WR By S 1 <9 H 7 g @l yANT fhar S
gl

Cosr =$x 100 NP = (Net Proceeds)

Xt NP (g JIR) HFl gRT Tt %07 Yoil &l acfde
gRIRT B 2 |
SEEU

g I AT B gRT %. 10,0000 & 12 Gferd o7
YA BT AT 100 . & T TR far a1 | o1 Yo &1 anTd
BT B DI, e Fodal &1 FHFT 1. e W 2. 10
gfierd @ 8 W 3. 10 gfdea & Wi W e T
=T —

) i
(i) Cppr = x100

=l2><100=12%
100

. I
(i) Cpyp= X100

NP =100-10=90
= E><100:13.33%
90
(iii) I=12 NP=100+10=110

Cour :%XIOO =10.9%
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JETERT 2

TR are fAIfiice . 50000 @ 15 UfiRId o1 93l &1 i
AT TR PRIl & DR DI &% 20 U & | 0T Yol BT AR Bl
TOTT BT |

NP = Par value — floating charg es
1
Cpopr=—=U-T
DAT NP ( )

5000015
100
7,500
PAT ™ 50000
_ 7500 .80
PATT 50000
6000

=———x100=12%
50000

=7,500

X (1-20)

54.2 AEFR FOTgSN B AN

YR ST 9 0T B & ol e gg HeiRe arafer
@ ST TS §RT F0IH GRS Pl HAT Gedl © | I Feoll
DI Yol AT S BR 2g <F ATol & AR—A1 WEH & q9Y
B S dTet Jofee W e ST BT € | 2R ol b
A <7 A U= Geh ¥ BRT BT 2T H FKOTYSH BT AN DI
s ferfeRad g & Aram & o i 2

_I+L(Rv-NP)
P L(Rv-NP)

x100

Here, C_..= Cost of debt before tax

oBT
| = Interest Paid Annually
Rv = Redeemable value of debt at maturity time.
N.P. = Net sales proceeds from the issued debts.
N = Maturity period.
IR U FOT Yol B NI Pl SO el =g Ffariad

A YANT H AT I 2 |



Cour=(
SaTERYT 3

T BT 10000, 10 U , 100 WO Hed dTel 0T YA &l
fetae 10 gfcrerd MiffRM @R = 2 | 01 93T &7 WA 5 9uf &
SR G TR BT & | S BT BR &Y 50 U &, 0T B

ARTT BT ITOFET BT |
ga’_

I-T)C

DBT

100000+ £ (10,00,000-1,100,000)
bET ™ 1(10,00,000+1100000)
_ 100000—20000
~ 1050000
80000
" 1050000
C.DAT=(1-T)C,,,
(1-5) 7.6%
5%7.6=380

54.3 JEIt@R 3w ot @ amra

ARER 3fEr 9 8 R R aniter @ ve e gd feiRa
SR BN B | WIeT & B & WATO TR YaifeRy sfeR®! @ Yol
BT ARy H AR UTe Bl © | AiE bl < T fHERer e
HUSe W1 H Qe qusel gRI1 fbdl Srar & | el qaifeer
STIRIRET BT AT BT A AT HRA TR T ut 7 8
qrel oMl H I FRAT LIS BT 2 | feg sRial gaife
TR 3F2T BT T H B BT AT B B TR I YA & ST
A gfad e Ao © | aifeRY ofer Yo @l onTa &1 fRerRor afelt
TR ST A H Ui 3 U g eI IR BT fATe BRas 100
J TN R B YR URRIT & ®Y H fHar S dehr 2 |

x100

x100=7.6%

_br
" NP
C, = Cost of Preference Share capital

C x100

ISt @
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(q@ffreR 3fer gofl @l orTa)

D.P. = Preference share dividend (J@ifSiR afer amrem)

N.P. = Net Proceeds (g 1f3I)

BTN TR R YafferpR 3R BT Feaa Niffed sierer ge
TR far ST T 2 | 39 32 & i i) 819 drer <t o1 i
B NI H afEferd fhar Srar 8 | qaifeen sl & e Pl
JMITIHATTAR 7 AT & AR | ARSI a3’ g T
(Net Proceeds) ST @1 ST |l 2 |
1. QISR SR &1 FRHT I99ed W 8F @ &9 H ura
& IRT (NP)= FF9ed (NV) — i =17 (IE)

2. QAIR®R el &1 FRH 82 W) 8F @ <20 4 U g8
AR NP =9 (NV)- B¢ (D) — e @1 (IE)

3. YaifeR e &7 FRET OfE W W @ g9 # urd
g IR (NP) — S99 (PV) + Wiffam (P) — et =/ (1)

TR SR BT ART MRl H FHRGH g B (Tax) DI
geRIFT B AffAferd T8t fasam Sar 2| i gaifder sfel w
AT T AT @RI & I & SURT BT I 2

TETER 4

RMEA UUS =9 A 10 e qaifeR el & e
BT | 3fell T AT . 100 U 3% € fbeg e o wuan
80 & | A &1 ANTd A1 BITG | e Hed %6, 120 B &I
<9 § ARTT 9T B |
sol
1. o9 R o0 . 80 B

C,,:EXIOO
NP

C, =Q><100=12.5%
80



2. 9 i g . 120 B

DP
C,="——x100
NP

AHLXIOO:SSS%
120

5.4.4 GAAT 3¢ Yoit @1 AT (Cost of equity share Capital)

FHAT 3T Yol 9IRS qRafdes rdf § HroE & W@l g 8
FHHT H B dTel A BT AfBTH W U AT SRERB & e
T faaRa &1 &1 v Fevs wved gR1 b o © ) faeg
FHAT 37 Goll TR AT B U [ <R &1 g 9a & gRT
fopam ST Sifrared T2 BT | A B AT R AT T FRA B
TR H BT Yar QUeT I ¥Gdd 2 | T 3 Yol IR o
M B TR JFRET B & HROT FHAT 3T Yol B AN BT
3BT BT YT Hic BT 2 | fbg WMIfded TR TR FHaT
3feT Yol I AT 3fEd Uil (Cost free capital) &l 8T ST HawdT |
T AT 37T TRDI §RT HFI1 7 fAIL (Investment) e &
wU H AT U FRA =g T fFAT AT T | U AT SRS
T A frEfaRad et Ed B |

1. GHaT 3fPRMIR®G Ueh fAf¥Ed <% & uftr 3fer @mier (Dividend
per share) 3FaRT YT el & |

2. QITERS! & UfY oY oMy H SR gy B & |

3. AN H 3MfAHaH A @ fARaRar a9 Iz, R ufcenRa
31T (Retained earning) # f{% =i

SURIET FUeTrai & URYET § HFI Jaw Uep G SUoi
ETHAT I R BT GART Rl © | UTI: AT 37 Goil bl ANT BT
fReriRor feferRaa wfafert & fbar Smar 21
)  @mie Wik fafer (Dividend yield method) — aimier wift
fafey HaT SfPRIRDT BT T AT W 3menRa fafy Bt {1 o
S SMIRT §& SUTd fafer (Dividend Price Ratio method) @& AT |

ISt @
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ff ST ST ® @aERE dR IR Ui a1 eiftd &% W T
3T Yol B @RI T BIR AMG FATRI Yol Bl AT AT
I & aRTER Il © | 599 fAfdy & SRR |l 32T Yol &l e
BT A 7 g3 & Aedd J fdar S 2|

_ D.P.S.
‘" M.P.P.S.

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

SEENE)

ATSA UUT |Hhed {1, # 100 . e arel (7 A=) 10000
FAAT 3R BT A fbar | g7 sfell &1 IRk o %, 150 & |
P GRT %6, 15 Ul 3T Pl &R A AMI BT I (har 17 |
FHAT A Yo &1 AT @ IO BIFTY |

_ D.P.S.
‘" M.P.P.S.

AELX100:667%
150

HHE  (Limitations)

1. T 3 & IRAfdD J @ ATUeE I6TR Hod dI AffAferd
fam ST € STafd ardide o &1 el Bl SRl 2 |

2. TS § B dTell UfRTRd 3T (Retained earning) @7 SUelT
B S B | STafes ufornRa g & sfelf & IR Hod vd arrer §
gfg Bl B |

3. =9 A & ercia widsy # @ arell omrer 1 AT ¥ afg
BT BIS I T8 far S |

4. |HT SR & IR i H B dTel Searadd & SR 39
3fRl BT gD ISR e S PIAT PioA Bl ¢ |

) SurH wifg A (Earning yields method) — ug fafy
3T o 3UTd faf¥ (earning price ratio method) @ =T 1 ¥ ST+

x100

x100




TR B dTell YT M B I dTolR I F FHId B S
1 Sl €1 I8 fafer g1 A wR e & fb A 379 g
HHA B AYET AR R A B § |

59 Ay & ercid war s ol @ onra e 939 &
HIETH A S BT S |

_EPSx100
MPS

C, = Cost of equity share

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

JTERT

TR, T15. fiIfies sareTeTe &) 35+ I3 %6, 100,000 © 39T
BT T UG dTe], TR T %. 100 & HFI §RT 10,000 3T &7
R fasam 1 2| SR AT %6, 5,00,000 & SATRET DY FHTd
B T oty foram ® | ftae @Y @ 5 wforera it & faefes R
BT 10 YT B I ST H FHAT 3 Yol &I ARTT BT AU
BT |

gcl
1. Costof current equity capital AT FHAT Goil @1 AR

EPS

MPS
p.s 100000
10000
M.P.S.=100~5-10=85
~ 10x100

%100

C =

=Rs.10

=118%

2. Costof existing capital share gadcil AHT Goil &I AT

) i yifa denm @miw gfg A — ' f[fT s«
IRV TR JAENMRT B fF AT 3Y 9R% dael aaae H Ui
MY A F T BIGR AT A F Uiy gig @l arver e
2| AT Sfe SN SiRew got AR @ e I 2| 39 fofy

ISt @
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& ST FEAT 37 Yol AN BT ER SR @7 adHe
SITTE &R H e A1l gie bl RIS BReb febdm SIre €, 390
fafer 34 Yol &1 ARTT &1 VM B & 89 =1 §F BT TN
HA 2 |

_ D.P.5.x100

= +G.R.D.
M.P.S.

C, = Cost of equity
D.P.S. = Dividend per share

M.P.S.= Market Price per Share

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

a1a1 fdeed o1 9 %. 10 & & 10,000 HHAT 3T BT FRHT
10 Tfcrerd MM W fdHar, e @1 sid &% s uig auf 9 30
afoRId <81 | B @ eror erar ¥ 8 ufoRra gfg srgeifa B
FHT 3721 BT TSR I . 15 U 37T & | AT G2 H FHT 3T
Yol &1 ART ST BT |
T —

1. U Y IR & MR W

_D.P.S.x100

= +G.R.D.
M.P.S.

+8% =353%

e

_3x100
1
M.P.S.=10+1

2. IR I & IR W

_ D.P.S.x100
T M.P.S.

+G.R.D.

+8% =28%

3x100
1

AMY (Limitation) 39 fafgy @1 afcroa e e €|
1. =9 A F F8 7 Srar § 6 e <) A 8 arel gi,



OfT 3feT 3fSi TAT URT 373 IR Jed H B dTell gfg & T
ERIIRSEREZIPHC CEIR RS RS I

2. i ¥ g Bl aR ST BRAT HiSH Bl © |

3. WA gRI 9fdw # BN aTel ™I &1 AET H JaRd gy
BT SFAT JATIYOT TE1 BIAT & | PHFT bl A1l quf H &1 e
ERURCICIN G I e R R B B o

5.5 WfEMRT M ¥ &N (Cost of Retained
Earnings)

U SR 10 T IRl AR ol H  |Rgul T
fAaRT 7 B IADHT HB 9N HIed & [AH™ &g G9d & wd H
@ ol B BT AT faw @) 9 AT BT gt aRe B faar
ST & | ¥ ¥ DI g8 3MF Bl UfRRa M (Retained earnings)
HEN ST | Ul o & wu H e @1 R ARl |
ol o et 2| 39 uRvey 3 o1 gRom I8 ® 5 ufoenRa e
T WU H AUST Yol B Bl ANTT 78] 8l & | FABIND qR U
PET Pl IS MR AT FESTT | U Bl & | TN g9 forg
B 0 TR @1 T @ 781 =1 s, fobeg arafas &g
TRRTRA TR &1 FB 7 BB NI I B © | FRifh 3 TRep
BRI 0 ol IS & # | 8 9N BT IRIATT HRAT ULl 2 |
3T & T ART DI YRR PR H 3 9IRS I 3 & YAAR=IRT
TR ¥ dfed 81 9K © | IR URIETRA R &1 AN SieRIRapT
R QT 5y T RAMENT slawr &) aFTd &1 ¥ | ufenRa e
P ARTT AN &g &l IRRef! femm 8 |l € |

1. 19 37 YURB BT U I TR B T4 Sollell b © § Plg
GRIFT & &1 HRAT ISl |

2. 9 MY B I WR BR YA U [AFRST WSl

ST BT I HRAT TSl B |
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e o Refy # wfenRa oma & SR o7 Fwar 3 goft
DI AR & T BA1 | §9 YHR U ufcenRar sma o 771 93

P BRI I DT ST bl 2 |

_ EDx100
A.R.E.

RE

SHE

SIS & U BN SR @ 100 . He dTel 500 3 T |
FHHAT GRT FAAT M W 15 ®. TRY 37 @ S & A aifya
foam ST & | fors 3 10 %6, U 3fer &1 &R A AR BT I
TG Ud 5 . UfT 3 &1 gRT UfcrenRa far Sram g | el &
IR g . 125 U 3T B9 &1 g2 # ufqenRa oma &1 anrd
I IS |

g
ufdenRa s &1 I (A.R.E) = 500 x 5 = 2500
UfenRa o A SFIRIRG RT Y fHAST Fh arel i

20 39T

qpfeqsd AMier (A.D.) = 20 x 15 = 300

_A.Dx100
© ARE

300x100 _
©2500

T Refd 3 99 ofr aRe @1 gHfafanT 2g wHRE,
TN 3FTAT TR & HU H FH 7 Y TN N T 2|

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

CRE

12%

RE

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

C.G.T. = Capital gain tax
64



A.R.E.—Amount of retained earnings.
SEIER]

Tq. 15, ST, fol. 1 100 %. eI dTel 500 3feT BT R
T | H¥I=I 71 20 %6, URY 3797 B TR A AT @ B & | v
W 15 . R 379 T @& wU H 91 6. 5 Ul ofer ufoenRa faar
TAT| 3 BT IR oI . 125 YT 3fF | A GRS W I
3R 30 UFIRIT U& Yol o9 &% 20 UG 81 &1 &2 H ufrena
3T B AT ST BT |

¢ m ED(I-P.T.R) .o
" (1-C.G.T)AR.E.
_ 400(1-30)x 100 _ 28000

(1-20)2500 2000

56 Yot @t wiRa @ @ (Weighted average

cost of capital)

=14%

arZ: fdl 9 HHET BT Yol A U € TR Bl ferfel
AT 7 graw 1fig o TR a1 ufeniferat @ fAsor gwr AT
gl | gl fsor & giegas vg wnfi grr i frE,
Goll &1 ST, SUTSI AT MR &1 713 gTfe dedi df T H T
ST ® avda: AR ol @ ARt @1 IO AR el ek | Jifd
o, TR oI e deat b1 Avgferd FHIGRT 81T & | U Y
Tobi gRT faf=1 faf R uRardl &1 emieaear o1 Jedidd PR &g
|Rul ol &1 AT ST I B Bl YA fbar S @ | fbiy
fAfRIRT TRTa @t I &% 3! el goh @ SiId a9 arfe
& BF W AR JRaE aMaR T2 ST dRTd 3 $H B W
fAf=IrT TR BRI | ERe T SN i ST arTa
HH BH WR 37 URDI B T A BT AR T=IT LY BN
3T SRTA @l 0T 2] Yol @1 & UAd bcd Bl AT Bl goil
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@ |TUE RIfhd fBaT ST 2 | goi (8101 & u”ie ged o JIRkd
TR & ART BT 100 F fIHIRTT B IR AT &1 Goil @ A3
RIS 1 S 2 | $9 Yoil &1 AT R (Mixed cost) ol &1
THET AT (Over all cost) & ATH ¥ 1 ST ST € |

IUET (Computation) — Yot @1 3T oTa @1 7011 2q

fopamati I FrTfed o1 ISl = |

1. ST H yged FEwT Yol @l RIRI BT 1 AT 100 HAFHR ST
¥ Sucrer fafet o At @1 IR fbar S €1 goit @1 AiRa
B g Yoll & faf=1 AIdi & YRIP 9 (Book Value) FedT dTGIR
o4 (Market value) T 3TTETR GRIT AT 2 |

2. U Yol GRF B AT fafkne and S &1 I
gl

3. Uoll @ ol IeM WR oW atel a”i T T FEEeT )
foram e 21

4. YIS AEE D Yol @l falme and vd SHd WR @l
UGS S PR o & ST UM Bl BT ANT Tl Yol 1 iRy
SINGECERIGIR

JETERT

7 EeTmell & SR WR UGl I SiId dNTd @l IO
P |

9ol & faf=r wa gRIRT (Yol o & &)
(Various sources of capital) (Amount) | (Cost of capital)
|HAT 379 Uil (Equity share) 10,00,000 7 gfaera

gaffirer 37er gufi(Preference share) | 20,00,000 90 wfcrera
FOT9H Yol (Debentures capital) | 40,00,000 15 Hfcrera
UfenRe 3T (Retained earning) | 2,00,000 12 uforera

gl



Weighted Average Cost of Capital

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

Equity share capital | 10,00,000 10 7% .70

Preference share 20,00,000 .20 20% 4.00

capital

Debenture capital 40,00,000 .40 15% 6.00

Retained earnings 2,00,000 .02 12% .24

10.94%

57 Uil & NG &1 A8

qORT faRERT & Srid fawia vawe & &= on @l
AT AR B BIg Hecd el (o7 T | Fiifh 0 RO H
DI B FUSUN W 3P g {371 71| 7 fb HIoi & TR SuART
R | fbg amgFe TEaRuRT Gl @1 NG STaERT Bl 1=
HEYUT RISl & | G RG] (Globalisation) Td Jfarasvor
(Liberalisation) @& TRaer # fava wged & @ ufowwer =g I8
3T B ST © fob Goll 1 AT fAERET Bl A1 JgI<id
eI B WIPR 7 PR AU ATIBIRD ERIT TR AN (1T,
A JATABTHIDROT Td & MAHTIART 8 TANT H AR 51 |
Yol &1 SIRT AR &1 Ariddr &l fades f=faRad oive @
ST fBar S e B |
1. got @ wl fols d werme - ol g wwel
ORI Yol @7 ST S/uReT Heedqul Bl © | awgd: fhdl o
fAFRINT o @1 Wi sferar R @ R fAfRT &
ST Bl 8 | e fafReT &1 geaifid o vd gofl &1 oiTd &
e I B 2 | Afe RN | vl o &1 e e god
fAFRINT &1 AFTa (4ol @1 oTa) & F9ded ferdT Afde 81 df a8
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fAfFRINT Rare iRl 8, fobeg afe faf T i g am &
g He fAFRIRT &1 dFTa ¥ ®9 81 A1 98 AR axaa
SR BT |

2. focha folgs § weme — <w7ed & ol ya=rdi @
ol anfe, gemer gRT 39 fa=gatl uR 7o/ o A gd Yol &1 T
I & H @I T 2 |

3.  WTed =g Yon wXE & fERer — awga: A= gal 9
U Yol BT AT BT FRIRT 16 B el Yoll TRaT 8
ey Bl & | A= fasweai § A srgamd [ddbed & =7 &1 e
TR ATF Yofl &1 SN B 8 | STUelidd ¥ aTd arell gon &l
TGS ® fad H Bl 2|

4. OoN Ram &1 faiRor — 4o fam R 98 < & e
AETH W TR | Suae Al AT faweat @ onfdie Jea &1
i FEoTT ¥ a1 ST Wbl & | Yol e &) @1 fFrRIRor
FRA T YO @ AT BT AT Feaqul I 7 | igderad gon
e & MR 2g Al yewis @1 ol &1 dRTd & RIAdH SR
Tq HIST BT U &R BT DT B &G Y9l HeH S
=fed |

5.8 facha faofa & 4ot o «ra & AT (The

role of cost of capital in financial decision making)

RARF [aRERT & sfria facdia ol & goi &1
SIRTT &1 BIe I T8l o7 feg 799 faRgRT & orid facha

oo 3 ot @ arTa &1 wEet WM ¥ | 9% B g o
T faferarr wwawl fofat # oot @ oTd &1 TERT g g B |




facia fFofre & 4ol @ oTa @t e FafaRed wu 4§ <R
IR I

1. Yo safeT s ok — o aofcr el fofai 4
YTl @1 AT 1 AT T weaqul BIe & | o el o e
DI Goll Bl A AN IATT Bl IH FAaH & 31rar e fag
DI AP © A BH &R IR Goil (a1 & B0 1 R i wiepfr
T & 1 Aol | el aReiorr 7 fafFnr w=h ok AR
P YE IIH I B TS B IR B ORI I 8 | SR aciA
gRUeT H Yol BT ARTd fauRon fIcia ol & Aucvs W@y
3T YT & gal 2 |

2. ot I & INieM WAl vl - uRe siefie
TS gRT W16 & f2d H STdeia™ Yol @il Bl R BT Y
g ST 2 | e @ Hriear & |gfd faced g vd gon
TR Bl R[ATH BT =g A Yoll T 0T Yoll Bl el
S0 (Optimum mix) TIR & BT JIT fbar Sirer 1 R
ST BT Yol B ST NI DI =[ATH I gY 3 Yol q=AqT 0T
GoT T STdqera fAsToT IR R &l UaeT fohar e & | Rrey
oI BT AfNHTH AT ST T |

3. I fawiy faolae — o= fawcia ol & ercira gl @t
AR STEROT BT Y9 45 4ol 811 8 | $9S ARgH I BRI
GOTT T YT i gaTs U & T I e 8 | mier vd vfde
R Aol & FERer § 9 9ol & ana & e e/
STERl B 71 s9e AfaRad 98 Rgra v @ sl o
fwfed & ot  wrdt Ifer @1 fdes a=ar 2|

5.9 WRII

ST % &9 S 8 T [l 0 Sem & Harerd | gon @
Agagel YfHeT I ¥ | OOl & oMTa # & fadt Wt Serm & Harerd

ISft @
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BT BT W TEN PR Al | AR (bRl W1 TEH Bl SgavY IfE
TehaH ™ 3T AT BICT & | 89 SffSebad ot &1 Wiy Hod
UHR B AR DI HH IR & PR AHd ¢ | 3T 89 fafe= A
H U B arell Yol @1 a1 {9y e e =nfey | e
ol @ U H Wi goll @1 ®ig e o <78l el fob=g &4
3TRT GOT UR AT ST TS 8 | I B CHIOn areadn] T8
BINGN 3R KOSl W UH FREd R | &1 &1 Y
ARt w9 A fAGY HRAT TS & | IR H I Bl 97 H =1t
P IR TS THR B WU H g8 BT TSl © | 37 &8 Y
PR 37T Yoll Ud 0T Goll &1 VAT fH8707 GART H A @ty
o gl @1 AT e B 9 |

510 WY Y /I

1. ol @1 dFTd & 31 a7 e 2°

2. 3779 T Yol @1 ANT BT AT DA HT7

3. T 3 YOl B A U Ay @1 fade S |

4. RRIRT Mg 9T 287 M9 UfRnRa o &1 RTd @l 7o
Eaikcaul

5. faci folom # 9ot & g &) e W org forar |

6. IR i d Yol &1 ARTT A 31T T AHSKT 87

7. YOl @ AN Pl Hewl Bl TS |

ATTERD T

1. Qe YR YHIYH SeelEre %, 500000 & 10 Hfd ol
T3 BT [FATHT T TR B & DR DI &R 20 UCTed B BT &2
H 01 Yol &1 AR ST HITT |

IR — 8 wfcrerd




2. U fad wad FoE @ Gof R . 1,00,000 ¥ R W
10 URTEIT TS <7 2 | 0T U3 & T . 100 © | Yol &l arTd
1 BRI S1d F0T YA BT A far smar g | (1) 99 | (2)
10 gfererad g€ R (3) 10 Ufererd MM W |

IR — (1) 1o ufderd  (2) 11 wferd (3) 9.1 wfcrerd
(3) AIST TUT A ol §RT . 50000 & 10 UfRId Forgal &
fRTee 5 fcrere MATH WR T 171 | FR BT &R 40 TR 2 | 30T
UST 1 AT 1 UM DI | A FAIC @Ol 3. 550 & |

IR — 6.3 ufawrd
4. IZA UTS @ A1 10 UfoRra qaifreR el &1 ftEe faar
379l T FHS %. 100 U 37eT &, foegg 1A 401 6. 80 & FfoeT
BT AN o1 AR | R o1 6. 120 B @1 <20 H anrd R0
BT |

IR — (1) 125 gfderd (2) 8.33 wfawrd
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NOTES



Tarvafaene, gamereng ‘l%ﬁﬂ'&l‘ PR3]
WO wveR T Horafer - 3T
T0 wivers WoEere aRe WesieEE - FEsd s
sft w0 wero WA Fogfad - |f¥a
dus
GIEATHeh qWTET
2 g0 wejferemt sftameaa frars, gy fomn ofwg, =% faech
%lﬁl'ah"T ﬁl’ﬂh (Investment Decisions)
FHTS -1 5
SlictRCECICRENGLL fereerTa WAt
TG -2 9 o ueT Wifeer Y, HifRe SoRER favafamme,
Uit srsres futes ERIE
T -3 41
USht wre & fagra
TR -4 62
mwwm gfo €ro o afgar ﬁﬁ,ﬁ%ﬁﬁ?ﬂﬁm@,ﬁ?

TR TR | # faw & vt a9 92 v R At s S s & wWd o €

© 3IW Y1 T Tveq qaa fvafaaraa, samwEs

Taffeer TR | 50 TeE-Trnlt F FE o ofw IW W TS eved yaq favafamers
feftan srafe fer fom, fafteione: sterer fonelt orr W1 & : g 0T B STgAR A 2

IR T2 T 2ved qH favafaaray, samEE # SR 4 THo THo HvE, et
T fid wd v, @ 2010
T i fred, 1, 0 %, saRER|



WUe-2 TRIT

7@ @ue ¥ fefolad seedl WS Sren T @1 e g A
Sifew wd T fergemor & amen T 8 sy sreE § o gy
BT T I R
g o wqd s & wReren wd g SHias &t s # T 81 3
# uRaren vd fade ias & o1, we 1 favig 3 e Teae weqq foha
™ 2l



SHE — 1 SEH Ueq I favewor  (Risk and

Return Analysis)

PR DI WAl

11 S

12 ORTE

13 SREH Td I

14 SRe™ Td I 1 fageryor
15 AR

16 eleardel!

17 X Wb U=

1.1 S_W
39 3BT BT Ue & 91 3T 59 I 8 Fbl fob —
o IR P et Il T |

o  3NY PT ef AT D |
o  GIRgA Ud 3T & fATelvor HR b |
o  TIReM UG 31T HT A & ARAH W WA BR AD |

1.2 UG

SIReH Td e B URMG fareRT a8 ? 5 emfe
FIAR F S BT T GIRgE 9 FEfd 2| ad9H 99y ¥

SR H AT HHA SIRIH & HUR R Hvam 2 | fo e
Rf H 7T 31fde SiRed BT &, 9 Fadr Ud eI # S 3T
Toh A 1 FRITET 3ffee Biell 8 | fobedl Y Ere=1 # Siifgw wd a1
BT T B O el 81 {3 ST AT URdd 3aTs  Silad gd
M &1 31l S fAgeryur &l S9Ifdr & | fSa] 2w HAER o

fafer frofa

TS © 3R 3 vd SR &1 AT Aok &) gorg sars & wu
# g famar g

1.3 WIfgq 1§ I

Fe Yol g87d U4 SIRed & SMER 1R aRATSHT Wi ol
S 2 | @Tef, Tha UGl 3 3 =7e], Adhe < Gd fAFRIRT 9ard=
g ¥ & Yol BT WM el BT ST 8 | F98 & fofg
TRIT U 98 &1 BIST AT A6 TRV ¥ | U IRATST W)

ALY MY DI &R BT ST9 A SN & QI SIRGH BT SRR €T
foam ST =2 | AT aRoms @1 SIReRAT BT I o
JEfAT 3T & R BT SRGH Sl & | faf et siien
e TR ARG IR T R e oM @R, A e uh
URATSTHT TR S 1 SIRgwT 3t erfl | RN sraeri & for
3 Td SIREH & d19 3 Sl oF—ad 48 © 98 (AN 3/avRl &
forg wRinT @t i Bk <=F # uRafera g =Ry |

1.4 SIReT U Iy &1 favemor

Mg




Jfead aRaremRell & forg amer ik SiiRew # Hay 1. Td
RIS & Hee H JI—IRIH P <A TAT B | AW e
ST URAGHT H 2 8 I8 I g Td HH SR drell
RIS 2, IR I aRATSHT oY SIRaA & Fad 3728 AR Bl
eIt 81 .1 IRIASHT W9 HH WHR dA AT § Jdifh a8
31feres SRe¥ Td &\ S arell R 2 | fafmT o .
3 BHYI TS &1 SIRRf, Rt 9. 4 aReremT Site & St W
TR IS M U vl & | IRATSTT . 7 a9 31fdes Sifam areft
T | fb I8 Il o A 3er e ¥ uRaTeTT | 6 SiReH
fed & S AfRad uftwer & ey fafyamT el & W fafae o
I Ud RGN Gl 7 BIKT € | ST8f Wel &Tol % Bl SIHBRI
Ugel & Bl 2 |

If a8 urn Sy fa uRarsT . 6, 3, U6 7 ST T B il
Tell ® IRafdsd g § SiRed Ud 3 & 4 BH oo Bl
TRIT BT § 3R S A9 uRATST1s1 BT R 1 Je-ifdhd fBar
ST T 2 | A A aRATSHN SREH 3 Y&l R & 3iR 31
IE THM I Y 7 | et afe aue wR |9 ar o
SIRGH BT @ & A1 6 AT 3 AT 7 GRASTT TR 39 Gl A>T
& gRafcia srgurd # faff T &x dad € | smyfe Yo arTR eife
o gferdrft € ok uforifodl & HJoa o 6 391 ord # wrdt w9 |
faR dra & S9 gfohfoRll & 9t e | Gt Sueer |
TAEHN ST HRIH 2 |

1.5 9RIY

31 3R SREH T gER & URTgRe 2 | acAr gt gor
H 37 3R SIREH & SR IR Afdd SR AT 37U o Pl e
T B & (10 SIRgH ST & Ud il el Ud HRA SAIgH el
IS 9 A HH AT 7 UM B UTd & | 37ch: AR w7 3T

Sifaw e 37 fereero

fafer frofa

IR SIREA T GER A W B 3iR G a9 ST |
3 QF BT TN o & Sgavdl & forg smaRer 7

1.6 YI&IGel)

S — SiRe v U1 Ared wfdd © e R W
ST HHIT ST & | SIReA AR & 10 AIes | FRfd 2 | S
fT a1 e R 31fde el 81 € 98 SaT 8 31 ol
FAT 2 |

A — T | I AT A1 G b g™ A @
T ot & gast # ur o A AR, 3T FEATH B | TR MR B
TH SIRIT X AR § SAfeTU 3y 31fdd o1 & forv aifde
SRGT &) razaehdr Bl 2 |

fweior — faveiyor & oMy ¥E ¥ fF oy ok iRq &
¥ O G B SS9 I BT AT & A W S 1T
=l

1.7 W-—IRH YA

1. O (FTeH) § SRR | T 3 ®° \iRkerary fafer
& TART ¥ SIRGA BT 6 B fhar ST Faval &7

2. 3MT 3R SIRgA &1 fIgem oxd gU R gRT M QiR
SReH & R BT W< DI |



$PR— 2 Yot guies fAuigE ( Capital Budgeting

Decisions)

B B GG
21 I
22 Yol gofed
23 Yol gt & e
24 GOl g7 &l HeT
25 ol a5 @1 &
26 Yol Sofe @I ufshar
27 Yol gofed @ fafer
28 AR
29 el
210 RS UL
21 S

59 3PS B UG B AIC 9T 4 AR & Wy b —
® TSl goicHd &1 aef 9T Habil |
® UGl gofcd Bl HE Fdl b,
* TSl quicd & &F BT FH A,
® UGl gofcd Bl Uishar |Hgl A, Tl
o ol goled @i faferal & @ aR e |
2.2 YKIGET

el oft e # Yol auied Uah Ayl UHr € il HieH

fafer fofa

10

BT ATLIGAT B AJHT B © | TR DT H Yoil goie o 37,
He<d, &3 Ufshan, Td Al &1 WTe @l avgadr 3Ty aeIn
AT 8 | ! HAGAR R BT 15 8 | Yol goied ®f fafrmnT
o 3 Ue Wyt yerd & wu § uvdd fam T 2

23 Yolt §uled & IR

ARG SUHA H &I QT UHR & BT ©| AT 4
USRI | 3TRATA @1 d BId 2 STIeT o 3Tfidha™ Udh ay &) 3fafe
T d% U<l BIT & | 9 [, Yol & &7 arad U &3 |
BT 2 R B BT 31as a8t T oI ferem g & | gofivTd @it
@ BT A g ga & g {57 debeiiep 1 g b
ST & S Yol goied dEd © g9 wIs wfeadl § faf e @
Jd=g (Management of Investment in Fixed Assets), qgrﬁ g Aoy
(Capital Expenditure Decisions), 11@[ FY  Ud= (Capital Expenditure
Management) T Srefprei faferanT Aok (Long Term Investment
Decisions) ATf& Herall A W1 YbRT ST & |

goll goted &l e don faffn & foy gafa
ISP WU TR B F BT © | §AD I QIHBIAT o™
TSI SR dTel YuiTd @t B s 9 Rifa e S @
T IUSTS Al & Fald TART BT g [Har S § | I8
redTel fAFRINT 8 RTa—a fagelyor (Cost- Benefit Analysis)
TR AT BT I G I 2 |
1. TAeed vd SR & A H, Yol dufed |rfcdl & forg e
FT e & R i) srafdst § g o gl |
el & o, i, T Ud AT Bt BT ufehar 2

R 9 gefad ufhar & e avditd IarE! o qa9s




STANT GEARET TR BH & o™ DI AAHAH B ST T fHar
ST 8| Ud Afasy & oy 9o & qRITaeN bl dellen Sidr § |

2.4 Yolt §9fed &1 W8« (Importance of Capital
Budgeting)

# fafRnfoa fear s 2 | doivr <3t & e, Fore qer
R @1 fAefed &> @1 ufdhar @1 ol avied &1 Ud ug
TPhid 2 | 91 RO A 59 Hewd Bl AR AP WL PR Tl
3

(1) Suga RAFERT (Ideal Investment) —YSiTd uRaTRI #
e, ®a, o, fAfEnT srgqeas g, sae foy fafi=T et
H Y At faded $T gATd Yol gore ol AT | Al H &
IS

(2) ENIHEM (Forecasting) — il avies & gRT A= dobfcad

URASHRN & AN 9 o™ &l SFHTT PP JeldlcHD ALgI

2T I 8, 39 Bervaey |1l & &1 YaigAr a=id 81 Febd]
gl

(3) <Rg\ vd AfAfR=aar @1 favelwur (Analysis of Risk and
Uncertainity) — <& or1s |ufcqdl # 9ga o1 &= &1 fafsanr
dedrd & ford fhar Sirar B o/ g d9gd e Wifew @
ST B 2 | SIRT A1 e B UR Rqul <137 Sa SR Faar
BT AR BT HHe ST IS Fdhal ¢ | Yoil gored s SgHi d
sifRadarll @1 qd favewor axe e &1 ant geRd SRal g |

(4) <mTT fAGAT (Cost control) — ST IoTed ARTT WR =0T
VI g AN ge @ it et R iR faeR &= |
TETP BIAT & I8 INd D 31 dcdl oI B, U=l AR Bl

IHH P HH I DI TN HaT ¢ |

Uit aste ffa

11

fafer foofa

12

(5) urIA@mar HHIGA  (Ranking Priorities) — Yol duicd &
g1 fafeT gRassT & dra urefiesar & fAiRer SeaT amaTet
EHAT & AR W AT ST Fhar & Yol gofed $I AdiwH
RIS & F99 H Aeayol YT Bril 2

(6) wETEl I RN — Yol Tulcd & AREH W Yol BRI Bl
TargA faa Srar 2 | 59 IR a1 S §9g WR eawen {5 |
i A B, 3@ R Y Yol gotes & 21 T 2|

(7) ®H P BT (Success of Firm) — BH @1 T Aherdl
FHTH B dH Yoll gofed R R o=l 7| a8 IOl & [guanT,
ST =0T, il 3 g wetoe 7T & STaIaxoT 9 ufieeimo,
3N & gRT BH &1 WY TR 3dret TR STerdl ¢ |

25 fiﬁﬁ ol BT & (Scope of Capital Budgeting)

Ul aofe & &5 Bl W PR & fory fFifhe qRTSTIAl
HT AR IR & —

° yforemus aRAeg (Replacement Projects) — s9
aRaremel & sl feRN—fdt ar s=ifora 9eiql & o w =8
HIMHl BT AOAT B S § | HAE T SYBRON BT YR
aReETe dNTd H FHI, IUTET g ™ H gy P Savd bl & |
@ B fHar ST ARy |

° fawiR 9RFIGH (Expansion Projects) — @Tc] 1™
BT 9 & fory faRdR uRASTY Uaweres o= gTer # o ared 2 |
T5 WA g 9aq &1 B, aoaE /AN G 99l B faaR, fed
I THTS BT HI 39 TRg P [IRAR IRASTRN & SR 2 |
AR 0Ty fAfFRINT &1 ARTT ToIr 91dl o & SR WR By 8l
gl

e 9y Ud fdmrg gRAFIY (Research and Development




Projects) — JETHR 3id 3ol § oK Ud I (R & D) &T
T goreh I BIAT & ST aTofR 2y, 49 a%g @l @I, T[0T Ge
TR, 3 & folg SR @_ar &1 g9 foy faviwsl, denfiei ar
AeATeHR BAT (Consultancy firms) & ¥ TERIAT ol ST Aahell T |
39 UBR B gRASHRI & RN ol 7o/ +ff ol qeffeT &
I 3T B |

e  FH URASHIY (Welfare Projects) — #d dedmor

gRATSAT Tawrdhi & SRERIAT ol JAIT Bl & foraw dreare #

HHATRAT B BIRIETHA, TG T SATGHAT IR el SRR TSl

g1 N g § A 999, dudE, W e, e,
HARSH &, ugyl friEe, ffecarey, anfe & <79 wfie e 2
W aRaHmRl & fFofa &1 e aRuey & QAT & SRRaR
BRI |

e  yfsr uRA (Prestige or Status Projects) — &©
YT 3T YIS Bl AT Pl ST 2 9 d STt fahd
fm, s dar g SIfafrTE @) e R € U goiTd
AT § AR B R Y H AMIATGHAT dg H TR fFefdl
gl

2.6 Uoil goted @t UfhaT (Process of Capital Budgeting)

AR YO goted @l ufshar # 991 %ew I8y oI § —
* U@l P YA (Origin of Proposals) — ol doicH
UfshdT PT gl aRT fAFTINT URATEl @1 YReed W BT 8 | S
SETH AT HHANT | o] Adied T dd et ff W & &1
HHAT & | U fATTTeder oo faveT & it ueara Uad o &
are, f572 98 S Fwsiar & Ui o3 & 9 H gofe affd & u
ST a1 2| gger AT wRarat & g o # e @R e
ST B |

GSft aste ffaa

13

fafer foofa

14

(1) wrer @ Ak, (2) fwmn, (3) RS @ aviE,  (4)
RIS HT IS Td SIRgH |, (5) AT FHot a7, (6)
ST UIRWT Td FHIfT @l dRE, (7) TR 9§ AT 9
T4 faecia Siifes |

L R L 2 e A (Screening the Proposals) — dvic
|ffy A= fowrmeell gRT e AR gl &1 RS |
RS ST Bl & | I8 Sird S Taw G Jole 9 & gRT e
TR ATIEUST & AR TR B SR & | AT SR 9T Hell &
& v Hvern & SHeTel e dRisH & IgHd § a7 T8 |
- fafa=T et g1 TRgd e faRE 21 € ok 8
ATIETNG ST Ug-TT AT &1 T8l 8Ial © | S&TeR0 & fofg
e # 9BR UL 4 & SN & folt e JaEd BueH
fEioT @1, PRI Yed AR BT BT 3R fAque vdwerd
afeaT IHE BT YA R Vol d APl WIBR B BT Dlg

FagiRe Nfer & aar 2 |

° Y@l $T JeUidd (Evaluation of Projects) — fafsamT
TRATal @l Sl &1 Udl o & oy Yol aofe @t fafi=
dd-Idl BT W SR IAdT NiE qeidd  fBar Srar 2 |
RIS BT AR, IR 3T g FHfeqdl BT HRidIe, 3
BT I AN e, yrac s/t fafey, ARt wr yemm
J o ST 2 | I8 RIid B fhAT U e wier Bl § o
3, -t 7 facia el & it g fagivst g1 gRT @
I & | TGURTT AT 9 Siiedr Ufides (Feasibility and Viability
Report) IR f&ar ST & |

° gRASTT TS (Project Selection) — dvic o9 fafi=



Al BT faeryoT fhar AT 8 9 STeue Areel B ors fodr
ST & | S efrge IRATSHS g2icll € S8 HH & qodr g 9idl e
i @ GFRAfgaR UIfedl & MR R AT Sl & BH @l
TIAHAG 37T FHF TR =T =1 81 2[4 wreifieang
3rguf TR T QT &, UfoReimae aRarsrr, demfid 9 gRe
RS, AT # A AT aredl, anfe | wRfid 8 dadl 2

e <™ IIFHIT (Final Approval) — duic dfafd fafa=
RIS @I greifiedr FEiRa dxe Fardd dvsd & T
sfvam wigpfa & forg Uffa a=ct 2| sifvw ol &1 e
TgUT HIH ATD] D URT IEAT © | d AERIT, AdEdr 9 iy
&THAT T T H A §U ST 31+ AT < o & ol IR
B AN BT ¥ dolt gote #§ affafera ax e S 2|

e Y HAFAHT (Expenditure Authorisation)—Hl
RIS B 514 a1 Yol goic | MfAer w2 foram Swar & dr
=T faMmTeIer T STu=—3faeT fa9TT &1 AreTrail &l fharfad
P =g MR fFar S | favmmeget & weier uS i & smeR
R facii =T &1 yewre @Rt Sif¥gdasoT &1 S e 2 |

° gREreT fHaraa & SV (Project Execution and
Feedback) — URIGHT & @4 & foy Idfds Wiafd & ag
fee—<ell g S AT (Guidelines and work plan) @ TR BRI
RS a1 ST 21 R aRafds @™l B avie @R 9 Aiea
Y R A =T A1MRY Tor 3R qg FeiiRa dmr 9 o1fdia
B R ITPT [ITIT0T B ART SIAMI H A fbar Siem
MR | RS @RI W gy T & forg wifies gore Rurd
IR Fxar @1fey o AR g i, arafas g [l
3R YA IR BT W Iooid & |

Sft aste ffaa
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fafe fofa
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2.7 Yot goieq @ AT  (Methods of Capital
Budgeting)
RSl ¥ Yol fAFNT & defedd U@l & Hodid
@y faftelt TR € -

1. 3 yama <R fafer (Average Rate of Return Method)

2. 3UeIRgd NTdhs garg fafdr (Discounted cash flow method)

3. 3muReriar fafr (Urgency method)

4. yTadH 3rafey fafdr (Pay-back Period Method)

1. S v ) Ay (Average Rate of Return Method)-

39 fafer &1 faci fdavor fafdr (Financial Statement Method)
ogipa fafr (Accounting Method), FFTNRYTT wamg <% fafyr
(Unadjusted rate of Return Method) 3T Al & Y ST ST © | 39
SRS Tedrd &) fafdr gfery wer Siren & arifd saH fbdt
R # Py M AR ® gem @ <R @ 9 @ aRl @
fopar e 21 39 faf & orgaR w9 fafr=r aRareeil # & foseh
Th B I BT BIdT & AT SHDT 7T 3, RTaad) T o)
|aidF Rl | A I8 [ Srewrers aReeel & @R Bg
Tgad Bl © |

AT I R B IAUET

39 fafdy & oa g g% @ TUET R 9 BN B U
3T arf¥ep o ol aigd faffanT & faviforg e & ordl 2|
Average Rate of Re turn =

XA B A (Average Annual Income After Tax & Depreciation x 100)

Average Investment

PR 9 BN & gard 3id a1 3 (Average Income After Tax and



Depreciation) @I T & URATTAT & Siiad HTed & HIET AT
(@R T BN G & d1&) Pl SiSHR I8l B Gl G A AT
o ST & | 3fad fafRIRT @1 IR @l 7orer uRfe fafRim +
sraf¥re weu (afd &) @I &1 | 9T TR B A 2 |

o  Ig fAfy WHsH ¥ Rl UG TUMT F S B 2

° 59 fafdy % aRare & w9t onfdfe Sew &1 e # <@
ST B |

o I fAfNERT @) emiRrIedT @I iffe wEw faar SITdT 7|
® B Y PR D UTAN Yg A D AN B P PR Ig fAfe

T grEfdes & oTdld Bidl 2 |

o 39 U &1 WM A Ul @ aRASHRIT # IRIRe
o & fory it faam o Aaper 7|

o  JE Y 99y T &1 Iue FRA © o BIROT Y Ay H
T 373 J Uad 99 H U 37 H Pl 3R ) {har e, S fe
I B |

o I AT SR URIRI &R BT YA & W H FRIIRT BT U
B BRI € | 9891 39 MuRer § HEFAT 9 Hreafied H1 Fer]
foram S 21

o = A # yged I H Iy vd AR Wl &1 wAn fhar
S & e 31eif & a H wave e § |

° 39 ol & yomg <X & AT B foTT oRgThT o BT UI
foar S 8 S fb aRAreHr & w89 dTel RS rqydTg Bl
e ®U el 8 2 |

SQTeNIT — 1

39 URAGHT &1 AN 80,000 . B 3R SHHT JARTT A
20,000 . ¥ | SH U Ui N1 & SITd BN U9 AR o g4 M

Sft aste ffaa

17

fafer foofa

18

15,000 3., 19,000 ®UT, 21,000 3., 27,000 %, 3N 40,000 %. & | PR
BT X 50 Ul Td BT Wil MR I AT | uRATSHT @7 ad
TR &% DI 0T DHIRTY |

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= w 12000
6400

Less Tax @ 50% 3200

Average Annual income after Tax and Deprecationew 3200

(i) Average Investment = 80,000 + 20,000 = Rs. 50000

Rs.3‘5,(2)f())(z)>(;100 —820%
FGIENT — 2

fa=faRaa fafarT uardl @) ameRIGar A e srafd
fafyy qer B ol v <= fafy & Sofre Ao |

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

Life in Years 10 5 8 10 12



Solution,
a) Ranking According to pay back period method
Projects Initial | Annual Cash Pay back Rank
Outlay Flow Period in yrs
A 25000 3000 8.33 \'%
B 3000 1000 3 |
C 12000 2000 6 \Y
D 20000 4000 5 I
E 40000 8000 5 I

b) Ranking According to Average Rate of Return Method

Projects | Initial | Average Life | Annual | Annual | Net | Average | Rank
outlay | Investment|in cash Depre- | Inc- | rate of
Yrs. | flows ciation | ome | return
24 7-3x100
A 25000 | 12500 10 | 3000 2500 500 | 4% \Y
B 3000 1500 5 1000 600 400 | 26.67% | |
C 12000 | 6000 8 2000 1500 500 | 8.33% | IV
D 20000 | 10000 10 | 4000 2000 2000 | 20% il
E 40000 | 20000 12 | 8000 3333 4667 | 23.33% | |l

ey — yoaad oraf fafyy qem ofed g <) fafy gHr @t
gfte &1 aRASTT ‘3 &1 g1a 31fdres amwe 2 |

() 3rveifad e yare fafdr (Discounted Cash Flow method or
DCP method) -

gRIEad A fafy 7 offaa uam = fafyy § w99 9@
BT SUETT BT ST & | 37 Uifad Ibs Yare fafd § 41 & 99y
48 WR 49y wu & ea fgn S & | gdifey 59 fafy @1 |o

GSft aste ffaa
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fafer foofar
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ﬁ@?ﬂﬁ‘?ﬁ@ﬁf&\l(ﬁesenwalue Method) 31dr KEDESEIDIN
U fafer (Time Adjusted Rate of Return Method) ¥ &&d € | 39
fafer 7 Fagem =@l #7 SRt S 7 1951 3 UIIRI YU Yl
GoliTd aieT # &1 oY | g fafdy 39 arafdsd gRom WR MR
fop wfq=r # I 819 a1el Ueb ®UY BT Jod aeid1 blel & U w0
| HH BT ¥ | T aRaTe T o o 1 fafRinT a1 acme 7 wrer
BT & Tafe SE™ ;Mg widsy @) fafeet ot wr el &) o
fAFTENT @ T @ et S 91dl 31Tt & I Jod R dl
S Ry | R faferamT & wrdY o @1 adH Hou g s
Pl TE G [HAT ST & | §9 oY Ahs SUaTE] Bl Th w0
@ I I | AUeIRad fHar ST ¥ | sreiRad Jas varg fafe
1% srta feiforRaa = faftrdt ugead @ o e 28—

@) g o e R
@) JAIR® U &% fafdr der

() TGRS adhidh [afer

g fofyy ga1 & w9 o W miRd ® 39 fafYy ¥ g
I Hod BT T BT o forg fafamT 31 widsy # et 2 arel
SR geM WR g II9 Jod @ AR S @l SRl 2

“Y[g I H DI TUMET A SAYATsl & IaH o
@ ANT ¥ B 8T TATe! b Bl Hod DI TSl HR D oI B |

STafds SIydTe! Td dTgavarel ol ¥l &1 Yol anTd & aRTE”

Hrdl X W ARG fHar e & 1

Ife I8 g I Jod g 81 al fAfanT aRarsrr




DI W T ST =0T 9T 721 | S TR 3 GRSl
H yrifAear &l FERT S96 Yg aad M Jod & JAMER W fBar
Srar 21 o R ) gg adu e qou ofdean ghm, S
SIS HET ST |

IE IIHH T DI OB 1 GRS &1 Yg acA
Iod 1 UhR | WRAdTgdd S1a fHar S FehdT 2 |
1. S IUHH BT Yl AT & MR TR YHIRIT TR
R 1 FIRor far S 2 |

2. 9fIs | U< B ATl de SavaTel & IaHe e Bl e
TRT o= Sirs e Sar 2|

3. SWE o I09F I § ¥ R I geeR gg
A e ST B I © | g W9 H 9 0T A @1 751 ghR

gad fohar S Fevel © |

Net Present Value - Total Present Vaule-Investment

(I] 12 + 13 ..... I")

V= + 2 3
(I+r) (A+1r)" (d+r) (1+1)"

Example 1:

e frfics & vaw ta 7 98 ke &l fdaR o &l
g oI s Sr=<iudre g9 Ui Siia= a8t § 9 bR 8 |

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

Expected Rate of Return - 10%

H & g G o DI S DI AT SHD! AETIDbT
W fewol AT |

GSft aste ffaa

21

fafer frofa

22

Solution
Year | Cash Inflows Present Value Total present value
OrRe.1at10% at 10%
Or0.1

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

5 1000 1/1+.1)°=0.621 621
Total Present Value 10,113

Less Initial Investment 6000

Net Present value 4113

I T G I 59 AN & 1fdes § o1 gg adH e g
4113 . TS © | 37 TN Bl Y BT Yo+ & oy Trierdd
BT

Example : 2

UG gUSRYTSOIS! folfice Udh =147 WToe offTH & fdaR &) T&T & |
QI IHfoqd lve 3R S 7, [ | URId Bl IRTd B0 40000
2 | TAT0CT BT AGTIIHAT BI Gl Bl § 92 Bl &% 10 Ufrerd
AN BRAl © | PR S 918 YATRIT A §9 YHR F BRI—

Year 1 2 3 4 5

Plant (X) Rs. 15000 25000 20000 20000 15000

Plant (Y) Rs. 8000 15000 25000 30000 22000



D AT e s e faftEnT g (Jie - Ua
F BT I ed 10 URTed & 9 W 1,234 3R 5 a9 &
3T ¥ LT 0.9091, 0.8264, 0.7513, 0.6830 31X 0.6209 T)

Solution
Present Value of Cash Inflows-

Year Cash Inflows Present Value of| Total Present value
Machine Machine | Re.1at10% Machine | Machine

X Y | discounting X Y

1 15000 8000 0.9091 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 72797 72602

Less: Initial Investment 40000 40000

Net Present Value 32297 32602

Aol ffes wrve Y @1 et I e wive X &I ger §

AP B, 31T VS BT WR<d WIHR HRAT MDA BRIT |

(8) oaR® @™ &) fAf (Rate of Return Method) -
IRATST eI &1 59 A 7 37<IRe IR <X (Internal

Rate of Return or IRR) @1 VT & SIc ® IE 98 &% & ford<d Hrdl

RIS YaTel BT aad Jod IRATSTI8l & RS goil AT &
d IR BT ¥ | VA 9T H, Y IGHH eI I & STl B |

3RS TR <X BT TRATYT — 3ARBT B 2ol TaRwa=

GSft aste ffaa
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3T THISICTH & AFAR, "MMARD TR TR AT I8 e
ThaH & BT & ol faeet fafsimT # fafranfora golt o fomm fasdt
BI & FSIT A DT ST Al 2 |

"IAIRS T SR Pl TA™T B U U &R & wd A
R fasar Srar 2 S fafeier & ura 819 atel ueiid gol

s IIYATel & aoH Hed o AN & IS1g YIdE & @
ST ehel B 1

399 fafdy &7 TRINT 9 fhar ST & Siafe Semfird oy @ o)
(Required Rates of Return) 1 ATl 21 | I8l WR AR aRaeHRI
J T URMBIE Goll AR @ w9 @1 ardiRe &% &l ura
far sar & 1 f% aoR # yafed aed ) @1 safoy g9
MRS JATT 1 &R HT Il 2 | {B g™ 390 G0 Farifora
YT <X (Time adjested rate of return), AR bs TATE X
(Discount cash flow rate) 3Mf& 1 | 1 g&Rd & | =1 dromrioria
A W AIRD TR R A DI ST Fbell @ |

1, 1, 1, 1

aen T aan ey ey 0
RR = Internal Rate of Return
111213 = Inflows for different year
R = Rate of Return

(0] = Outflows

RSP TN X P VT — MIRE YITI TR ST DR
g fr=1 <1 oRReIferar &1 |achl & ¢ (@) e 3T Uarg T
TEE BM R, (@) b 3addrg @ X3 3RTHH 81 UX |
(%) Nde IFadaE B AN FEE BN W (In the case of

even cash inflows)



T g # uRfe fAfan @l # Aee raarg a1
RN I Bl Ce I IS eI I B e B BN MG G R | o i )
FRE (Present value factor) ®8d © | 9 I0HM Hod HRDH DI
et wReft # foU T Yo & AT <@ ST © ok I8 T &R
D I A & T8 AR YT &R Bl 8 |

IR & for,

Ife gRIATSTHT BT AT 80000 . & IR SHBT SHAHIA 5
99 © de aiffh Udbs I8 20000 ®. & of VT g3m F

. 80000
qHIT oY dRd 20000

Ife Fal 9GHE = AR | 5 9§ & AMA 4 DI @l Al
IE 8 UM & <11 ST BIAT € | 8 WICIeId R ac Hed |Roll A

3993 3T & ST T4 4 I & SRI6N 2 | 37 MR YA BT <R
8 yfcrera anfT |

(@) Yws HaE B AR FFAE BW W (In the case of

uneven cash inflows)-

e aRATSTT A e ravarel $1 R[N A= ot 4
SRTA B I 3MARD YR &R P VAT Yol Ud FoIR (Trial and
Error) — fafSy gRT SI1q @1 S B | $9& S1id &S &)1 R HS
3IIUATEl & A He Y IO Bl S 7 | MR o R R Ade
3IIYATE & aCAM JI BT AN IFD! fAFRIRT ARG & a_1eR 81
ST 8, 981 MRS I &R A SR § | 39 forg e o
HeH I3 TS ¢ |

1. UM 9 &R P R — g g R & oY acHe g
HREB BT AT 7 IHR T B ST |

Initial Investment
PV Factor =

Average Annual Cash Inflows

GSft aste ffaa
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O ol oA Hog ARl # oRAST & enfdie Sfias &
a9 P ufad ﬁWWWﬁPVFaCmrH\?ﬁWﬂqwiﬁ
S AT ST 2 | 39 SRS o Ufdd H Wl SR & g &% WA
g &R R | 39 &) | @ 991 & A varel &l g Jod

e fdar SIe |

2. T 9 SR—weM WE &R ¥ 91 B T 90HE 3 B
AN B T AT arma | @ S | afe a8 1S o ®
Tl 3TN S & fAU T TR BT YA PRSP b Aqudial &l
I Hod ATl ST | s9a faudia, afe adae e fafenT
SR ¥ ®H AT 8l A1 GO Sid &% & fofg A1l &% Pl JR-NT

PR AP I<TYATe] BT aHT Jod ATl ST |

3. IRAIS T e) — IRAfdd T g% Y 9 g i
X P 49 Bl & Ry 1o & for wiferest & e Ao
g3 &1 YA fHar Sam 2|

IRR = LDR+ Pl_P2 X(HDR— LDR)
IRR = Internal rate of return
LDR = Lower Discount rate
HDR = Higher Discount Rate
P1 = Present value at lower rate of interest
P2 = Present value at higher rate of interest
(0] = Net Cash Outflow
Example : 1

T URATSHT & 71 faaRoT & =dRe Uimg &= &1 0T
AfT—

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



Solution,

Calculation of Internal Rate of Return

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

2 5000 0.178 | 3590 0.694 3470
3 8000 0.609 | 4872 0.579 4632
4 12000 0.516 | 6192 0.482 5784
5 15000 0.437 | 6555 0.402 6030
6 15000 0.370 | 5550 0.335 5025
Total Present Value | 26759 24941

FIYH 18 TR BT TR UG Bl UR IIHM eI 26759 . ©
ST fAFRINT 25000 %. 3 S8 & | 3T ST &R 20 e &7 TANT
BT | 20 URIRIT @1 &% | IAA T 24941 . AT ST 25000 .
A BIB] TSTID © | 37T IARD U &R 20 T2 BET ST el
21 X IR QiR g S AT arE o O g T I

P —
IRR = kDR+ -1=2 « (HDR- LDR)

1 2

26,759 —25,000
26,759 -24,941
1,759
1,818

=18+ x20-18

=18+ X2

IRR =18+1.93=19.93%

RS ydd &% fAf & o1 — aRAeHT Jeaies @) a8 A
=1 SRl § 1fdd ggad B ©

GSft aste ffaa
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o ¥ RfEN & ARl Shaddre # 8 arel o &1 faar
fépar Siren €| g8 fafer 99 deg wR e <l B

o 59 Y % uRANIT & o =g B ¥ TR IR
X S BT ST Bl € |

*  IING TN &R BT AT Yol AN F HRab U@l o
G Ud wrifiedr &7 A MR ST | faar S | 2 |
o IR® I <X I & AW (Demerits) 39 fafr # f=
HfEgT arg S 2 |

e 3 Y &I HsT goTAS WU W DS § 1 AR Sfed
TN ufshar ygad 81 2|

o g fAfdy 3 W R SmIRd ® b ke I a1ffen b

3FYATE] BT YA qehld XD ARSI &% 3ford

B, IR FIBR H g VT el Bl © |

o gy fafy & uRaeT & TWerRidr S1d B+ & fore yenf3a
T <R FEiRT A Bl 8@ S b ve gk Bl § |

o i fH=El quf & s YA FOMHB B T JUhs
SFTYaTEl ¥ & QT A7 e U X IUde & dahdl & |

o IE fAfYr Wel aOIR # 9OIR &R W SR o T o B
FRTIR TR & T8l <l B

gE TouH qea fafdr qen eralRe yen <) i @1 g
YY) (Comparative study of Net Present Vlaue Method and

Internal Rate of Return Method)

gRASTRIT & e o1 I a8 AR 921 & 991y
Hd (Time Value & Money) T #g<d &l © | 3R Mg =qydTal Pl
U T ST 8 | Uk 91 A & drasie o aml fafe
I e SR T S g




— g HE g A # srueres #1 <% AT Yol b AT
Ugel & &1 g8 B § Wiafd oTaRe U o) ffy # 39 918 H
e fopar S 21

— Y€ oA Jod Iy %y 9o & (Required rate
of return) T ST It BIKH & STafh ATIRS U <= A § o8
SEINECE ISR

— Y€ IoAH qed I #§ 8 @na far S € f fhd
gRATSTT # S1f¥rean favaent i fafeaifsra a1 sime arfes wwnfaa
3 ¥ fAfRINT @1 IR IR &) R @l A gas off 9 |
Safd aTiRe yard &% A 3§ &1e1 @l 98 fddad <) =
BT e & | fore {5 ot aRelorn # faffafrg e &1 afRarsrn
BT AT | FHTIT ST IS |

I I Fod fafer g Afy & ol wRer & it sad
ol 3R GUR BT AT T8l Bl 2 |

Y& I He S # goil ok & 1R T WibR fdar
ST & | S IRes U <% fafdy # 78|

(W) <merEGdr gEdie fafr (Profitability Index Method)-

9 fafy &1 aM—aTa iU fafYr (Benefit-Cost Ratio
Method)- @ T & 1 STHT SITdT & | <79 aRao=r # fafeamr @t
AN A== &1 1 [dsrS uRAST Bl gAd B @ foy
MGG ADId DI TOMT BT ST 8 | §HD! ITOHT BT Bl G
2l

Net Pr esent Value of Cash Outflows
Initial Investment

Pr ofitability Index=
ZagR d Afe fafr=1 gRarsrrell @1 faf T arrdl § ggd
3R B ol g Iaa Hed A Se] ATardesd BT Hel Jedic
T8 B UK & | U ST H AMGRIGT adhid BI T S AT

USft aste ffaa
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S B | afe Ay = wer & e gwamEl § IR gead
Y& Bl B | IS FADid U A 31 21 d A=A udra o
DR fepar ST &, 37 781 | fafi= aRarsiei & ga 4 a8
IRASTT 215 A Sl ® Rrar gEeie waite 8| fE
FAFRINT URTa &1 AMERIdGaT Gadhics STaT Afdd 8, U I
& MBS AT I 2 |

Example : 1

iy fofice 9 Wy ueddl R faaR o) W& 8 | dE
Hel Yol ANT 10 UiIerd & iyl | SR Ads
yarg 1 o ™ §

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

AMETIHAT Jabih] & AR IR UYRTA! B HHdg DIV |

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 - 5000 | 5000 0.683 - 3415 3415
5 - 7000 2000 0.621 - 4347 1242
Total Present value 13386 15272 11716
Less: Initial Investment 10000 14000 9000
Net Presetn values 3386 1272 2716




Present Value of Cash Inflows
Initial Investment

Present Value Index =

Rs.13,386
Rs.10,000
Rs.15,272
Rs.14,000
Rs.11,716
Rs.9,000

=1.339

Project A =

Project B= =1.091

=1302

Project C=

<feh IRATSTT T BT AHERIDBAT Fabic AdiDd & 3f: I8
T I R GRS A BT fgefi wIM W, iR aRAST &t &1
R I WR @M ST ATy |
any 3Reriar fafr (Urgency Method)-

el @TaaTie HReIT & Siaidlel H & aR Yoll &y o
el gd FfRFd Ao & R W 9 fou SreR uRerar &
MR WR forg OTd 2 | 39 A & IgaR WA uRAHRIT &1 ugal
forr ST 2SI sruraedd B 3fiR o8 WIffd _e w1 7 8l |
SR, el qRII WRIE & &% (Break down) BT ST WR el &
PRV IHD] AHT 7 PRI R 15 AU I UfRema & 3fera
BT | ey ug fok onfdfe gfic & s/isg &1 |adl B, g
T B =Tl PR o AURER BIT & | “FH BAT H IRATSTT
@Y ASNIAT B Sifd A BT Faifere Fafera a¥iar raRert grdr
21 BN BN e TraeEl BT hartad PR B R A %ers
fafrirT SrafRerd &1 Sirdn & wol €1 S|l e Suredr 7 8l |

UGN — Ig A ARl g TrTI B & dIasj@ arddlat
T arell Rl @ fog wredE B 21 smReriar @
MR W forg A fokr AT &1 Sfad Rig 8 ord 21 a1 g9
P1E e T Jee MR =& BT | - i s
SN g &M B ISl PR Ied—wINId Jawe B AUl &

Uit aste ffa

31
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ERT URERIAT g1 URATST B & Wdd BT ofd o | 6eerm #
aRe day &1 Reifd A Uar 8 |l 21

(Iv) uaEad s@fr fafy (Pay Back or Recoupment Period
Method)-

ATTATRID TAT AT DI MfABTT BT B 1T & 1T Wls
wrafedl # AT arTd & REaH Efy # age wer
e B | AT 3 Ig TR BT © T URITSTT Bl qed
SNTT 9199 U1 R ol Il & | g8 fafe gof fafrnT ok SRy
T B dlel WA Al & 9 §HT & wY H R e fid
IRl T | IATET Ay B gy ferfoRad 2

“TeITaT Srafe) URIATSHT &1 TReT Idrel & | T uRarer
DI el Adg AT 19 U &1 il 21

"G FaAfS URATSTT BT AN & TR YT Bl
el Rl € |

39 YBR YATad dfd a8 3rafey g1t & R aRarerr &
AT BT AERAN B B FRTEAT BRIl © | 9 AUPbs IGall ae

(Cash Recovery Period) Eﬂjﬁf aqfey (Payment or Recoupment Period)
M FEd € | ITaaH 3rafey &Y o Y 1 UBR W AR A 2 |

(1) 999 APHs J=IYATE B T H (In the case of even

cash inflows)-

gfe ST 9 Jebs srdddig & <) ufd 9§ 999 & dr
fafsarT @ A #§ 9 Aes srdudrg @ 3 I 9T AR
AT Jafy ure B S 2 |

NERSR .
Payback Period = Original Investment
Annual Cash Inflow
IaTevome,



e farsdy aRATSHT #H 100000 . fAfET @xa 10 9§ &
20000 . A1 3T (P& Vs <UdT8) BIAT © AT YT 3rdfe
T B8Rl —

Payback Period = 100000

20000
(2) SN Ade IAIWATE B T H (In the case of uneven

cash inflows)-

afe AR 3 s iare a1 % ufd 9y A W& §
Al gRITad Fafy Y T el g NS AUarE & gIRT df
S & | Ud a9 & AdHS YA Dl 3Tel 9y dl T 3 et
ST & 3R fOre erafdy o =Rl v srdvarg & I3y faf T &1
AR & RER B AN B, SH YATae Aaf FHEd 2 |

= 5Years

RHERUIN]

afe fB=A g # 100000 % &1 AT B9 &R Uga,
T, RN g A a9 H HHE: 10,000 %, 20,000 3, 30000 %, AR
40,000 . @1 g IFAYATE B O TITEA A RO &
AR IR qY BN |

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

Pay-back period = 4 years
RIS BT W (Evaluation of the project)
o oIS & ycarad= rafyy o oa grfl, a8 s

GSft aste ffaa
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ANTd DI S+l STeal da9d B 1| 59 fafy & gRasr &t
TTpfcr 3feraT SIRfc BT AR I BT & fb [T qed! ygma=
JafY STyl gRT EiRd A& Ueimad MEfd (Standard pay
back period) ¥ 3% BN & S SRABR HR fear S 2|
eIy <Rl fAReR SRIR®T g face # AR uie aul # ST A
T ST T AR T, I B AR W WG & Il B | 3
dpfeuds URATSIRT @ T2 § §ad $HH UG fafe 3
GRS BT T2 I 3T ST 2 | &R 29 &1 I 7 3 Hodg
wx forar o B |

fafr & o1 (Merits) — UmTac oafdy fafyr & gwr ot fr=farRaa
gl

® TP GHM T TANT PRAT 980 WA © |

o W wemsl & fory e U Awe @ FH B I8 Oy
SUYA © | i &g FATdc fafy dTell AT &1 TR B |
fafriom o Sfredr & a9ge 81 o 2

o U EN R d@ie! uRax ol 9 81 %8 8, FH &
STEferd B BT 9 &l © | 3T S IR DT G d8eR
RET & fORIe! YATaci= fafel B &1 3R ueoid 7 8l drell 81
B BH fbaT ST Al B |

* UG A Y& FREd BM & BReT SiRkew T sififReran
@1 AT A e B

fafr @& 29 (Demerits) — AT AT B T $H UPR & —

o g uygfy RN & arFd aRft R’ IR < & qer
FATIRTIEHT BT AT IR il & | HB o g4 [y &7 7oell &
TRT BT (Fish bait Criterion) & U # AIEId &R & difd 398
HICAT @ SMBHR (1ATT ™) BT ToII ARI DI aGel (W) TR 8T
ge1 foam S 2




gfe fafg ycarads saf & 91 & Jbs JIIudrE! B G
e B B

g fafy o9 T’ (Time element) TR &9 7181 <<l € | 9T
@ aut # g 19 arelt IR BT aoH Hoa 9 fafy # & aprer
ST B

AH AR & STaRIY Hou B ol favgd & faar mam & |

I8 A on @1 g, S fafEnr el @ dew e
FREG T Bl e H e @l 2

3 fafy ¥ got YA &yt & aut % g9 arell oM &
MR W ool farar e 2 it it it Sfera Rig =& 8rar | g
RIS T B B | O URMYE af # Ao &8 ol € 91
# 9ga e A R ¥ Safd W aRasr @ 39 fafer #
3T Y T Sre |

Example-1

Bl ST ffics teh 99iF By R aredl 8| &
LT o1 3R 9 IS &, T Ud & Jod 30,000 ®. T | 37T

AT B SR W & f[Adedl BT i garaa Fafy fafy &
TR BIFTY |

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 8years 10years
Income Tax Rate 50% 50%

GSft aste ffaa

Solution

Statement showing cash inflows and Pay-Back Period

Particulars Machine A Machine B
Sales 40,000 45,000
Less: Variable cost 24,000 22,500
16,000 22,500
Less : Fixed cost 1,500 3,000
14,500 19,500
Less: Depreciation 3,750 3,000
10,750 16,500
Less: Income tax 50% 5,375 8,250
Profit after Tax 5,375 8,250
Add: Depreciation 3,750 3,000
Net Annual cash inflows 9,125 11,250
30,000 30,000
9,125 11,250
=3.3 Years =2.7 years

TFT 7NET H 990 9 B TATad AT BH ©, 31T 39 8l I
HRAT Ioaq N2 |

] gRATSRI & AR # e faawor ©
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. 6,000 4,000
Estimated Savings in Wages

A) Wages per workers p.a. 2,400 2,400

B) No. of workers not required 200 150



BN BT TR AT BT 50 YA B (B B TN B oy B B o e frt Year Machine A Machine B

&I H 7 W) UATaa JafY & IMIR WR 3 fhe uRaArS=T @l 1 15,000 5,000
Hegfer <?
2 20,000 15,000
Solution,
3 25,000 20,000
Statement of profitability and pay-back period.
P y pay P 4 15,000 30,000
Particulars Project X ProjectY
5 10,000 20,000
Estimated Savings in Scra 6,000 4,000
9 P YATac 31afe) 3R YA Al & SR ATIGRIDBAT Bl
Estimated savings in wages 48,000 36,000 T P Y w5 | 79l @ Rl T |
(A) Total savings 54,000 40,000 Solution,
Cost of Indirect materials 3,200 2,400 (1) Pay back period method
Cost of Supervision 6,400 4,800 Year Machine A Machine B
Cost of Maintenance 4.400 2800 Cash |Cumulative | Cash Cumulative
Inflow [Cash Inflow | Inflow Cash Inflow
(B) Total cost 14,000 10,000
Rs Rs Rs Rs
(C) Net Savings (A-B) 40,000 30,000
1 15000 15000 5000 5000
Less: Tax @ 50% 20,000 15,000
2 20000 35000 15000 20000
(D) Net Savings (After tax) 20,000 15,000
3 25000 60000 20000 40000
(E) Costof Machines 1,00,000 60,000
) 4 15000 75000 30000 70000
(F) Pay-Back Period (E/D) 5 Years 4 Years
5 10000 85000 20000 90000
ST IRATSTIRI § 918 @) UATdd JMAfe BH § oI S h R
@ T Xd d S S Re | Pay Back period of Method A = 2 Years + 15000/25000 years
Example -3 =2-3/5 Years
qs odd @ T FAT G 5 BT AR aR @ gl A Pay back period of method B = 3 years + 10000/30000 years
T 37 AT § SUAES & YA Bl AT 50,000, & | PR SURTT
=3-1/3 Years

=1 3mT g € | 37 38



JTac Ay Iy & AR 7 oF BT HI S| =
FIifF IAD! Ay T4 7 |

(2) Pay back Period Method

Machine A Machine B
Rs Rs
3rd Year (2/5) 10000 4th Year (2/3) 20000
4th Year 15000 5thyear 20000
5th Year 10000
35000 40000

g afyy S fafy & fofarger wim g @t
FATIITE AT T 3 ¥ S & o Wi 9 &1 e S |

29 99

Gofl goie garaig Aol @1 ve Hecqel a Sifcd Wl
2| SHBT T U HAdg (AN BRIHA BT G T AR] A
H BT 7| 39 U @E @ (e enfe € R a8 ant s
TRIhel TR 817 @1 FHTET 81T & | Yol aofed & Jf=rid Iamaa
Uofl wdlt 9 9@ @ef gaee W AR far Srar 2 sik Sucter
HATTAT BT AHTH G YN < dTell RIS BT & g
o Sar & et deerens fafa 4 fAffeeE axa '\
M g & BT SIABTHIGRT 2 |

2.10 YTsgTaell

° AITIRP TR X — Ig AT I99 JHrRIfTd S Iag Bl
TR BT 799 BT 8 R M & gRT fAfRINT ureq &=y a7 e
P S B |

o JURERIA — TEl Bl Yol W9 &1 RSl Hewdqul f

GSft aste ffaa

39

fafer frofa

40

T8l IR 10T ST T ST b1 ol JelThR Yot e bl [+or qaed
wY } fern S g |

e U UP RIS — U 9% GiRTS 9 M q{A AT i
fAfITT & 7 arus & | o I A | AT ST dTfiep
FIT & MR TR fHat aut # ol @d &) ot IHH aud ur &1
ST |

o TSI I — 39 R & ria A Hed faftran @
AN & aRTER AT I 31D Bl & 1 TRATSIT BT SFFATG fbar
AT ¥ | A} I Hed ANTd & BH 8T Al IR Bl TG
TE AT ST e |

211 R Y

1. Yol gofed Pl HHSId §U $9 Hed IR Ul Sifer |

2. Yol gofed &l fafr=T fafti & fawaRyds e Hifom |
3. Yol g9l @ Ufhar &1 e Sl W & giiedior 9
T Hed &7

4. o qoieq & faf=T Rl &1 adw uRves 3§ SareRor
Hfed Terr HIY |

5. oIl goied &I Ueiigd Yde Uarg A &I IR 3 W
BINTG TN Y& IGHM I AT AN T &R SUNTHI BT
TATHD eI DI |




3P — 3 Goil g @ RIGT (Capital Structure

Theories)
TP B GRE
31 Ig3H
32  YXdrEAr

33 Yol ERET &r o
34  Yoll Wel & g
35 AR

36  Y<Idd
3.7 Wb U

3.1 S
3T 9 $DhIs B eI b SR 59 AT B Al b —
— Uil e BT I 9,
— ol R & fAgrdl @1 a1 9o,
— Yol S & gl @1 fdverr aR e,
— ol R BT AT B e § HEd 9T 9D |

3.2 YUKGHr

frell ot e W goll W & Rigra Jewgel AT
AT & MR W FuiRT Frell ¥ | yoft dwam T & Rigra
R YTl T T BT ST € | Yol WRE & Regredl $r uedd
SHIS H HAGAR TR AT 7 |
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3 golt s &1 Wy rfd ufeMforll & 9= ergurd
ReiRa wa ww 3e Tl & e § @1 u=dl 8 | Yol &
BT AT AN, AT W A0 BT Wwy, TIRGH o1 AT ST
Il Pl AT H G @AMy |
3.3 Yol wXaer &1 ot

o geeres fafi=1 ufefodll & 9 aReaR& 1T &1
fufRer  ame A=Al vd oRRerfodl & de # F=ar 21 gon
S &1 ey 1ifd uforfaell @ da srgura RuiRa a=xa a9
3 AT BT T H TG ULl & | Yol gfaT $9 oRE 8T A1
b B & Tl & fRdl 1 GReT B Ha 3R I Agaerad
3T gHen Al 32 | Uol i SIdera 3T & IUSeIdT Y&
IRAT & | Yoil a7 FTor vt w1 wferfort a1 fooft faerearg,
AT AT, ReAT TR AT BT Wy SR SiRkaH @) A e
q@ wE@y g |
3.4 Yol ¥a @ RIGT (Theories of Capital Structure)

goll g, goll &1 aFTd IR &Rl & Jedidd & drd
| Bl IR R dTet 31 RigT=il ol ufcdra fohar T 2 |
HHA B el R Gol &1 ol T B 1 il T I  Sidfe
3T AAGAR QI HIS TR T B 2 | fB W & g
GSHTRUT # 0T d FaT Yoil T 1o el &1 goil & arTd gd
ISP ol e DI THTIAT HRAT & | (BRI AR T el Hed |t
ST Ud Yol 1 ARTT WR AR R © | 31 fhal TRerm &1 goil
AT & = 7 ol o 9§ g4 doll @1 ANTa gl SHaT el
D Hod WR TS dTel YHTEl BT A BT AT © | 39 gite 4 Yol
HRET & RAgT (bl TR @1 Yol WRe1 H Yol &l dARTd ud
IABT AT B o TR T dTel JHTdT dT 9T & | Yol ke &




O O\ N

o o v figrd 2 |

1.  Yg 319 G (Net Income Theory) —

TT SUNH TX0S & gRT A7 77 o1 | 39 g & 319
Tofl B NI AR ReIT & Heu # e B1aT 8 | St goft | T
& gRac | AT Bl Yol B ANTd Gd DT Bl oI THIad
BT 2 | 39 RIGTT & ST9R Ud HRel B U Yol HRaT # o
GOl T 3Mfh I IS TN BRAT AR | VT B G B
GSil T ST =G0 81 SIRIT 8 3R FHAT 3797 Yol IR YT & &%
# gfg &1 o 2 | 98 Rigra FfaRad A o smnRa 2
o Ul WA H HOT Yol H gig B WR AT SRl @
gfte | SIReH gRoT H HIg URac w8l 377 & |
® U UMM & IR AJhHeAdd Yoll |FHT, Uil &l orTd
ATH AR AT BT ol oI AMDHH 81 ST AR UR ATRT
gl

e HAT Yol &I AT 9T Yol B AN | 3fdF el B

. TP R AT a1 foar S g

IR e TG FE0T & dToTR Al & ART & I_7aR 21l & | 399 e
A ERT W fHar ST AT 2 |

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

or V=S+D

S I ¥ AT 37T B IToTR H BT FRIRoT 1 IR
fopar mar & —

Market value of equity shares
_ Earnings available for Equity Shareholders
"~ Cost of Equity Capital or Equity Capitalisation Rate
E EBIT -1

S=— or
Ke Ke

St S & R

43

fafer frofa

44

SRR =ROT H R Bl Yol &I TR AT (Overall cost of
capital) @7 fERor f R fhar Srar & —
Overall cost of capital = Earningsbefore Interest and Tax

Value of the firm

EBIT
Or K, =——
Vv

Example : 1

T fofice @ @Tot ofR @R | Yd 1T 1,10,000 . |
S B U 9 URRIG aTel 4,50,000 %. & FUT UF T | AHAT
YSlepROT BT &R 15 Ufed €| g I Rigra & sgar =
IRRIfRIT # S BT Hod A1 DI |
@)  HEE BT G Gl IIOR Jed Ud Goll d T AR,

@  afe oAl BT 2,50,000 BH 9T AT TR SR WtT Br
THAT 3PN W HH BR AT S oI

&) afe ForE BI 2,50,000 . W Tl AT IR IR T FHAT
39l 1 e fhar SR Ry eora=t & IE Y fear 9|

Solution,

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

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

69,500

Market value of equity shares (S)° = 159, 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



Ko

Calculation of Existing Overall Cost of Capital:

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

7,00,000 :
Earnings before interest and tax (EBIT)
Less : Interest on debentures (1)
Earnings available for equity shareholders (E)
Equity capitalization rate (Ke)

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

Add : Market value of debentures (D)

(s =3,13,333

Total value of the company ( V=S+D)

(i) Effect on Overall cost of capital :

EBIT 110,000
_EBIT 100 0repp?0%0 4
v Xk%)g%‘:/l%,m;(%x?m:lo_%%

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

Earnings before interest and tax (EBIT)

Less : Interest on Debentures (1)

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

Market value of equity shares (S)

=—or
Ke 15%

E 92,000
Add : Market value of debentures (D)
Total value of company (V = S+D)

(i) Effect on Overall cost of capital:
_ EBIT %100 or 1,20,000
\4 8,63,333

Ko x100=12.74%

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

St S & R
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ITYad T W B 7 o afe HEE o 4ol |
H 201 Yoil H uRecde fdar SIar 8 1 sl J91a S & gl
e Ud Goil B AT OR AT ISl 8 | ST Yoll e H - For goft
BT ATAT BT TSR ST 2 A S99 b AR A HFI $T HoI 98
ST & T GO 3R Yoll &1 SNTd &H 8T el 8 | 9 fawid
ST 0T Gl Bl AT HH BR &1 SR 2 AT SR HFI BT J b
ST & 3R Goll &1 AN 9¢ Sl & $9 USR ey w4 # T8 el
ST AT 2 b 0T 31 A1 H gig B Yol B ARTT | B B
2 3R T BT IOIR oI 9¢ el & |

2. s gRare g RigT (Net Operating Income Theory)—

g aReETer 3 RigT=T &1 Yfeare A $fds (Devid Durand)
ERT 81 febam 727 o | wRwg I8 RIgT1 g o IRIgT=T 4 Ueber
farda 2| 39 RieTa @ IgaR Il @ aFTd 3R & e & W
BRI T TR T TF= T8I BIcT © 31T Yol |RemT H uRac |
FHA & J H fH0 UdHR 1 uRad= T8l ST € | Hre ol goil
AFT H S 0T Yoll BT AU FS1IT STl & 9 Yol Bl il
SN H A Bl & ifs ST fae T qaRy FRal e Bl o |
R $9d 1T B T Yol § g BN F TS BT UR W I&a oI
21 AR gfg & o 21 &R 9 e g & s e #
TR I & | 3D IRVTRISY FHAT AT H S g 1 1 el
2, 98 Wl SfY Yol  WIReA # gfg & SR A & ol 2|
3R Yol HeaAT H gRadH &1 HH & Hod TR Ue arell YTd 3T

21 1T 2 | §9 IR Yg uRared g g I8 9arar 2 f& a1
YTl AR STehercr 81 81l & Sl B BT Goil AT Ud B!
& oI PI JIRAT Bl BT |

e gRaEred o a1 Rigra FefaRed amgdmel o
eTRE B—



1. 0 goll @ ofTd Rer & B

2. W e & aRda 7 B 2|

3. AR BT fel Yol BT GHAT Yoil Td For Yoit H fHISIET
BRI FE@Ed © Rifch AT TR BT FeT AR BT Yoileh=or
PR FRAT BT Jed AT el B |

4. GOl EREAT T goll & SIgUTd # iy B ¥ fernRar o

SRgd o ¥ qRdd BT § |

5. Uoll @I Gl AR 0T UG a1 MRS & 91 WRi R Uh
TEE & 2

9 RIETT & SIER WAl & o oI Y& uRaTer 317
B FHT YoNaROT X W YOlad D ST AT S ¥ | gHa
AT & oy e g3 &1 vRRT fohar S | -

Total value of Firm=

Earningsbefore Interest and Tax or Ve EBIT
Overall Cost of Capital Ko

SWH GF & I AT Yoll & dIGIR G (B) DI T
BH & Bl o (V) H H R S TR & (D) Bl TeThR D Sl
=

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

S=V-D

S T & AT FAAT Yol BT AN, HHGG 1
UPR S DI R 8 —

Cost value of equity capital =
Earnings available to equity shareholders or Ke= EBIT -1
Value of equity SorV-D

St S & R
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Example : 1
Sre fifiree & Pt ot seq frar —
ToT 3R R F Y4 311 200000
10 TR @71 BT &R ¥ 0T fRT 700000
Y GS{IROT Bl &R 12.5 TfcrRId
Y& URET AR RIGTT & STRIR BH BT o S DIToTy |
1. IIHE gol WA & forg
2. 19 T 600000 %. I IS SICT & Td
3. 9 FUT 600000 ¥ T ST 2 |
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)% = W =16,00,000
(if) 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
Total Market value of equity (S = V-D) 9,00,000
Earnings before interest and tax - (EBIT) 2,00,000
48 Less: Interest (l) 70,000



Earnings available for equity shareholders (E)

Equity capitalization rate =

1,30,000

(B) (i) Calculation of Market Value of the Company when debt is

increased by Rs. 6,00,000:
Earnings before interest and tax (EBIT)

Overall capitalization rate (Ko)

2,00,000

12.5%

V)
Market value of the company Ko

Earnings available for éguiitysSluaedloddidess:d D00

MRS AR RSy, Capitalization Rate (Ke) :
Or Ko:l%xl?(k 100

L1 Eldisha company (V)
6,50,009,00,000
Less: Total value of debentures (D)
Total market value of equity (S = V-D)
Earnings before interest and tax (EBIT)
Less: Interest (1)

Earnings available for equity shareholders (E)

Equiry capitalization rate =

EBIT 2,00,000x100

16,00,000

Rs.

16,00,000

13,00,000

3,00,000
2,00,000
1,30,000

70,000

49 50

S T g faferi ot

(i) Calculation of Market value of the company when debt is

decreased byRs. 6,00,000:

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

Overall capitalization rate (Ko) 12.5%

EBIT _2,00,000x100
Ko 125

Market value of the company (V)

16,00,000

(i) Calculation of Equity capitalization rate (Ke) :

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

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

Equity capitalization rate =

SIS TOET | W BT 2 b Goll |a T # 0T @ A
# gfg B TR FHAT @ ARG dea 23.33 UfRrd & T 7 | 39

THR Goil ERET H 0T DI AT H BHI B WR FHAT Dbl AT Al

TN 12.66 Uf9rd &1 T |



3. #Widfrearh g frer figea a1 gagw. g
(Modigilliani and Miller Theory or M.M. Theory)-

AR T fer g, I8 uRare o g &

JA B & 3R 39 NIg & gRT URd SiedhIv &1 FHei HRal

2139 a1 €1 RIgTdl & SIgaR Yol TRaT H uRac BT HRefT &
IR Yofl T U AR & ot Hod R Pbls TG &l Tl ©

IR TATAIGIT & ST Ugad BRI YoTel], Yg aRare T

g ¥ =1 & | 581 gE HaTed I RigT e & 9o W

Gl AREAT &1 SRR & el H HIg Hare-idd il Td

&l PRl B, 981 THUA.RIE g% oy AmasiRe e ugd
FRAT 2 AR R Rig BT @ ford wawH, Rigra swa forg
IR NI TG PRl 8 | 3R gdD Rig Hel & forg wA.
. g # SRy (Arbitrage process) AT BT TART

AT B—
(1) frm = @ squiefa & S T fier R

(Modigilliani and Miller Theory in the absence of corporate tax)—

R BRI @ Ui H v, .G gg uReErer 3y
H gRac # R @GR Yol aNTd Ud R B hl He™
ST & & | SHPHT BIRVT I8 & o BT TveaT 1 Yol AT
H 0T 4ol &1 Ua (f¥ea | 9 ifdd TanT aR IR EReIT @l
I SiRed a¢ I & FORIRT 20T Yoll &1 ofNTd a6l & d FHdT
Yol @1 ARTA Hedl 8 iR 9 YR 01 9 FHAT Yol &I STl Bl
U el 8l Ol & | I8 g 39 Jdl WR ARG ® b
AR & Gt Jod FufRoer § e &1 gRare o v dd 2 |

9 RIET & AR Yol |RaT & JifaRad 3 gite | |1 &I
Hemell @l T Yol ANTd U4 ¥Rl T Hod IRUUH Ufshar
(arbitrage process) @ HRUT 3T &1 BT bl & | SRV

St S & R
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AR B a%g BT BH I dTel IOIR F WRIG g A0S A
qrel AR H a2 1 f3hal | € | I8 ARUV B UfehdT qvg qoTR
A AT § | 39 RIgTd 3 UH. TE. 30 0 Bl Sl JER W)
Sfer bed § |

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

TG, RIETd & SIER ST M1 SRRl & o U
FAT BT AMRY, 37T Ugel 39 QM R & o Y T FHRAT
afe |

A Ltd. B Ltd.
Rs. Rs.
EBIT 2,00,000 2,00,000
Less: Interest (1) 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

200000x100  200000x100
1170000 1142857

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



IUGA MU H W BT & {5 ALtd. B 9T 3 R oo
Gofl ERET H ST Yol BT AT a1 &, B Ltd. & o 31 2 |
TG, R & SgaR I8 Refd ot a9y de 81 k87 wifd
JRUVH 1 UfshaT YRS 8 SIRFN &R Sl drafal & e
FAA R W 37 SRAT |

Aifrerar g fier g AfaRaa Aradmei ) sm
R & —
3  afderd fafaraamett @ Y =T fosft aren & S8t wat v
FoT gt BT & R et W fahedl e & ur B B
9 Yol 9oIR H IR & Ha—a & W DI anTd e
317l 8 SR fAfrTe wa orat W€ O of Wehdl & AT ROl
Al & |
) R B A IR @ oy el e aRared o
@ A § GE U (Expectaticus) Y& £ |
3 Yol IR Ul & rerfd fafsisTe afonifaar @1 s&or v fasma
PR @ ol WGdH B & | fadaeiiel fafRisiap! T 4l UhR &1
IR T w9 SuA BRfl 2|
) ERRAT IO ARG T BT fIAReT SfeRnRaA B wR <o ®
SFIT SERRIT BT SATHTRT T SIIUTT 100 U 8, HIg UfcremRa
3T TTEl B |

) M Pl PIS R FR BT A T BT |

) T ARt P AT ST Rt (Homogenous Risk Class)
H fOIfTe fabam ST ehdlT & TN Uids avf | afiepe ol 1T Ger
H aRe SIRIT BT WX F9 eI 2 |

2. &= & fewmar § aHfemr 7 AR Rigea

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

St S & R
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AR @ fAer @1 a8 Rrgra & & den @ ¢on
HET H uRad & e @ WA Yol ANTd d Rl BT el
T IyMIfaT JEdT ®, W @R @ faemEar | @@ T8 2
ATAIS ST # T &R U aRafdear 1 o a¥ 1993 |
I/ 37U ol ARV ¥ AT B gU I8 WIBR [har s
IR IR & IGaTT | AT &1 Bkl AT S A F ol Yol
@ AT B AN HH B Il © | 37 I DIg AT U Yoil
HREAT H 0T Yol T YA el & df I AT B T Yol
HR fHar {6 Idad (Levered) dTell TR &1 Gl Hed =T
Ierd aTell (Unlevered) | & Gl 9o ¥ 1fdd 8N A
IR B femmar 7 B 6% & o Jo o T0ET 99 gdR
@ SRI B —

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

Value of Unlevered Firm (Vu)

here
VL = Value of levered Firm
VWu = Values of Unlevered Firm
D = Amount of Debt
T = Tax rate applicable to companies
EBIT = Earnings before Interest and Tax
Ke = Equity capitalization rate



Example :1

v forfice vd 9 for o aft gftcal # wome 8, Ry
A b ga for. ool Gof e # 0T BT SYAT T el B,
STafds ar o1, a1 Yot ST H 12 Ufrerd aret 150000 ®.3 oGS
2| ST SR BT ST G AR A Yd ST 400000 . AfYE B 3R
FHAT GOIHROT B &% 16 UfIerd & | 719 a1 &1 &R 35 vfcrerd A
g Ao AeR Rigr §RT $71 i <1 I |

Solution,

(1)  The Market value of X Ltd. (unlevered 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

IR TTVET A W Bl & &b ard fof. S f Levered Co.
2| BT §{ I Unlevered Co. Tad for. 1 a1 2|
AR 7 feR Rigra @ €T (Limitations of Modigilliani
and Miller Theory)-

=9 g @ g v dE e 8 -
(1) ™ @R @ uRefd (Absence of Corporate Tax) —

39 RIgra &1 W1 I8 & 6 598 98 o) &7 a5 |81 <@
ST 8 | ZR0T9= R S 1ol ) & o) Sl a7y g § Sididh

St S & R
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AT 3FT TR AT BT T ST ) @ fory el any wE
BT 8 | U R 3 fiae il e fafisrmel &1 arellas
TN B g H G T R W YA B 2| 36D
HeRgHY ellde Bl BT IToIR il Jelide HHl | Hag 3ffeid

BT &

(2) ®RER @FTA @ AJURYRT (Absence of transaction
costs)— TAUH. RIgT & SR $RER fd afigfRl &
AT D IS ANTT 2] Bl & <lfch oA SATaandd STd #
Jg FRIG el © [l & oF oF @ ANTd Bl 8 | Sl &
SR gfgfciar & g R U gg T aRafde I @ o @
Sl 21 39 UeR AR Org i & w9 8 S @ BRoT
TRy yfshar ff gfd &1 el 2 |

(3) <IRa\ @@ (Risk Factor) — I8 Rigrd 39 fIaReRT W
MR & & va v 9 afaawra fafiaar argg widl & &
e wIfYr v & < W urd R Fahd 8 fdh @raEr #§ Siked
T | 91 9gd =TT Bl © | ST & WY U fafeirar a1
I B gIRT €A 37l & IguId a & A eidr & u=eg
AT F0T B T H IFBT R AT Br 2|

(4) RIFTT URIEH (Institutional restrictions) — TH.YA. RigT
JRUVH YAl & Ahel Aale R SR & W ATallds
HHT ¥ Age BT # aRadH i fafriaamstt & forg awra 72
Brar 2 | Ot Rerfar # aafaaera efravst fr efterst 1 ot i
e B AhdT T & RYvE ufhar & ford snawd © |

4. 9REE figFT (Traditional Theory)—

RERATT RIgT Yg 1 g Ud g aRare g
& 91 BT RIgrd & 39 BRUT 39 Fegadt Rigid ) ded & | STal




Y€ 3T RigT=T a8 dadn 2 fa qoit SRemT # 0T BT TN |l
gReTe 3T RIET<T I8 Heal & & T BT AT TRl & e
3R Yol 1 HYad AT BT HIfad &1 HRaT & 3R Yol FRaT
foofa &1 @1 siifoca &1 & | wReRrTa Rigrd # 397 < faawe
@1 @RI 1 ol ¥ BH Bldll & | 399 RIGIT & SIgaR Teh el
37O Yol W= H U AT I 0T Yoil H gig IR U Foed
Uil @1 ST Pl B B Fobcll & IRy Yol TR H U A1 A
31 FT T TR RN B T Yol @RI # gfeg gl & ud
AT BT Bl e BH B Sfdl & | 31 39 Rig & gaR o

Goil Gd HaT Goll & fIaayot fAsior gRT Ud |l 7ae | Yoit
B AN BT B I 397 Fol HoI BT 9¢T Fohell & | 3 TR g
fAgT | & 3R IdHerd Yol TREAT H IR Pl
WHR BT B |

59 fIET & SR el | @l goll ke # uRad=
BT Yol B AR UG Bl 9o IR TS+ dTel UHTd Bl 7 <fI =Rolt
Y ST e T foar ST e € |

Example : 1

T HH & AR H e e Sude € —

TS Ud IR & U4 3T 300000 .
gl 400000 .
T DI AN 9 yfcrerd
FHAT B AT 14 gfcrera

RERATA RIGTT BT JANT PR §Y HFT B ! IO
PR |

St S & R
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Solution,

Computation of value of the company and cost of capital under

Tradiitonal Theory.

(i) Total Market value of the company Rs.
Earnings before interest and tax (EBIT) 3,00,000
Less : Interest (1) 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

( E 2,64,000x IOOJ
S=— or —"— ——
Ke 14

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

Ko=5BIT 100 op 200000x100 _110p
v 2285714

Example : 2

T ffics & 3000000 . & fAFREINT o) &t 9 @) ¥ 9@
3T 300000 . & | IAHM F HHT FEOT BT GANT & B W& &
ST I AU Yol R # uRads & A wxara € —
(1) 6 UG & 600,000 %. & FOUH AU Yoll & W©IF W
gfcRenfid &R 3 SR | §99 9T Yoil & arTd. # 10.35 Ui
@1 gfg BN |
(2)  ofer Yol & I WR 7 R 12,00,000 %. & F0IF of ford
SR | 3O 379 Yol @1 AT # 12,5 Ufrerd gigee @l e ¥



RERETT g &1 JanT axd gd faf= aRRerfoar #
AT BT AR G IR Yol B Tl AR S BIFTT |
Solution,

Computation of Market value of the Company and cost of capital

under Traditional Theory.

Present Proposals
Capital 6% Deben- 7% Deben-
Structure ture ture
Rs. (Rs.600000)  (Rs.1200000)
(i) Total market value of the company
Earnings before interest and tax(EBIT) 300000 300000 300000
Less: Interest (1) - 36000 84000
Earnings available to equity shareholds(E) 300000 264000 216000
Equity capitalization rate (Ke) 10% 10.35% 12.5%
Market value of equity shares (S) S=E/Ke 3000000 2550725 1728000
Add Market Value of debt (D) - 600000 1200000
Total Market value of the company(V=S+D) 3000000 3150725 2928000
(if) Overall cost of capital (Ko)
(Ko = EBIT/V x 100) 10% 9.52% 10.25%

3.5 9RIg

GSTepRUT BT 11T FEiRT &) & a1e [y IIorm &1 gaRT
T golt & w6y & e § wrafd gar 2 | got & drdarel
AT H YRR AU 8 AR 79 W goll, JaiftdR goil gd
STEPTCl 0T Yol WA HRA € | FHfed & id 3T 1) qagoy
T & Wwd H BT 8 | $9 ol qefed e Rl wEfd
ST B WA B € <lfd goll @fan vd Il afer s’y o=

St S & R
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fafer frofa
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2| 4ot o ¥ |ad SiRed R For gor wHsier faw & wd e
g | i geers &1 fafe=1 ufengforlil & I uReaRe srgura &
fufRer eme ARl vd aRReftRll & d= # oxar 2| f&0
HRIT & el YollhRol H 0T Ud FHaT Yoil BT FH8701 Heell a1 goil
BT AT U D el Yo DI G HRll & | 37T bl e &
Goll AT & R | R o | gd Uoll @ dTd gd St
AR & [ W USH dTel YTal BT ST BT eI 2 |

3.6 ¥rsqIdell

o g WU o : Yg FdleH 3T A AR Gl M A
JHAlel Al & TeH $ a1 Sl g A9 & 8 S YE
AT 3T HEd |

o 3F Yol : 3T Yol W ST HF BT @I Yol I § 3fid
FHAT 37T Yofl 9 ¥ |

o UAifIHR 3 Yol : GEifeR ofer goif | Smery VA gont
J 2 S Bl @ fdued @& wHg qaifeR et
qIF BT A & | S USel I ol BT DR Bl 2 |

o Yol I : YOl ST W SRR HFA D T Yol ferdT 3
Ioll 9 B |

o fachw =i : s <=, dolt gfa & amud v 7 &R
SO Yol gd 1R M1 9l Bl enfie fbar Simar 2

o  gHfd oien : FHfa el™ &1 31, To FHfeadl & w@Red
W BT 2 | 3 e Al e Rl wEfcd JF1 B A
TR B

3.7 W-WREH U=

1. Yol AR W R IARE 27 Yol WReT & gl &l derd
¥ HHEgd |



g€ Ay Rigra &1 e SN | I8 Rigra gg ddrer
o g ¥ 59 ToR i 27

A T AR g @ 2 $Ifig g gda!
AT 9 |

g @1 Ao 9 fer @ arTes & fOgd wwed #
STTATETHD Hedid BT |

RrgTt &1 e ST |

St S & R
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TPlE — 4 YR U9 fawig Scids

(Operating and Financial Leverage)

PR D wAEl
41 IR
42 ORTEAT
43 SIRgq 1d 3
44  ORETE ST BT oef
45 faT Sed @1 o
46 faci Sclei® &7 H8d
47  HIH I<AD
48 RS
49  TETECl
410 W-IRE T
41 ]
T IHTE BT U B 9IS MU 39 AT B Tl b —
o ORaTEH Iwiietd T e IaqT S |
o I Iictd &1 3fef 9T A |

aReETer U i Sciiad! Pl SaTeRvl & gIRT FHsl 63 |
FHH D1 YOl B SATEHAT BT SleAd! & gRT I Fb |

4.2

EENIEKI

=l +ff Bt 3 Sleld @ Aeayol fHaT Brll § o



SR WX Yol AT fAoRt # Scclierds S1aei Aget jf¥yenr foma & |
YA SPbls H UReEre Scilcd Ud f[Aaid Swilcd Bl HATGAR
TR AT T & Ierd QRADRT BT 1 HH I HH 9314 B
SIRI U4 31 3 1A o SISl fhar S srefd @w wifed 3
31fSe A AP TS IS BT T

Scdleds # fHar Snar g 9ged Sclde  gRdred vd i
ST Pl T Y & faH SF1 BT WY U | AHSAT AT 8 |

Ilcd R @ Ao &, Siikgd gd g ggedr &l
wIfaT o 2 |
4.3 Sildd (Leverage)

=Y WT # foreRs & for Sdierds 9reg &1 JanT e
2 IR AT DI G Bl e I 5 ofiavel W) BT YANT BT
Sfera g8 | foravst v VA1 Refa &1 aRams & SR dver gt
Rer ot # &1 a1 gfg srrar o1 doil 9 &A1 a1 gfg &
HolaRey FHAIEINGT BT 3T W U dTel GTai Bl IaT Tam
ST 2 | 'Sdleld W =g g & form 11 2 | 98 Scred
(Lever)ﬁ%&T%WWWWGﬁ?H‘T@WEﬁ
I B | Sclel 3 M Wit Refd & 8 R &7 9t ammax
31 & I gt IO S HehdT B | AT ARG A 31 HRi
T ST AHar g | wF @ I yewe # @i qem FoRTd
TfRIfrd @ STeT—aTelT oTd BRil 2| WHAT 3fEr uRacdeid
SRTE arell gforforlt 81 € Safds o, qdd 9 qaifer i
B B M TR ReR AN Iq~ TR 8 | 9 ReR ATd &t

3feraT 0T fI Uae BT SIRETRAT B R W RT Y1d TS
DT JAYT B @ oIV Icileld DI TUMT Bl (il & | Sclleidd
U9 IR & BT & — (1) uRare™ Scilaid (Operating Leverage)
(2) fa<ia IS (Financial Leverage), T2I (3) WY Iwilcidh

HREred T foE
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(Combined Leverage) | $9&T fdaromcqs fadqes T faam S <&t
g

4.4 YREM Swilaid (Operating Leverage)

IRATe Iled, ARTA—AET—oM™ faveyor & fRigra &)
TR B | IRETe Swiieted T Rerfay &1 uRemds & R wa
TR BT 37U STATEH HTF H I AT ferar IR @Rl &1 WK
& BRAT BT © | 3R RTADT IR DI AT A IS T 8l
BIAT | Yol )T (o7t % Swied (GaraTd—af<aamer  dietd)
HT UG I BT © | IRETE Slerd o A5 B A B B
fafay 93 e 8 RS 9 SIS T &1 YA fham 11 Fadm 3 |

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

(1) Operating Leverage=

Contributi
(2) Operating Leverage=——""21O1
Operating Pr ofit

Percentage Changein EBIT

3) Operating Leverage=
3 Op 8 8 Percentage Changein Sales

Ig URETe Iwilcid Sod IT 77 TR &1 81 AT © | S
gRaTer Sled Ya & oy SiRewget &, aaifes ga+ gRem @t
AT 987 ¥ Bl 8 | 7 aReEres Scilds yaerdi & forg 9ga
GfaeTsre B 8, Rifd $3H JReT I AT 98d 31fdd 8l & |

aRETer Swilerd @l faang —

1. GRS Sked

2. 99-fIws g & Fordi®

3. R ANTdl ¥ R

Example - 1

e N9 et & fore aRare T Saieied @ 0T SIS |




Particulars Company X |Company Y |Company Z
Output (Units) 30000 40000 50000
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
Items Companies
X Y z

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

Less variable costs 105000 | 160000 225000

Contribution (Sales-variable costs) 180000 | 240000 300000

Less: Fixed costs 90000 190000 | 240000
Operating profit or EBIT 90000 50000 60000
Operating Leverage (Contribution/ 2 438 5
EBIT)
Example: 2

Jd. HREW $I W &Hdr 50,000 FHRAT URT a9 &
qIIfaes Ta AT 30,000 SHTSAT U a¥ & | fasha g 10 wuf
gHe 2| gRadeiia a6 %. S@1s ¢ | e dF Refaat #
qREATAT Iclclds @ ITOET HITSTY |

1. gfe TR ST 30,000 %, UfT a9 BT
2. Ife TR aFTd 90,000 . UfT 99 B
3. afe I orTd 1,10,000 . Ufe 99 B

AREred wd foE
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Solution

Statement showing Operating Average

ltems Situation-! | Situation-2 | Situation-3

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

IuYed IaTexVT I Yafid Bl & fb SRI—Si il drTa o
Rl AN B AT 9ed! Ol 8 d—a) IRETe Saiidd b
A Al gedl SR § 1 39 IRV @) o Refd # aRered
I DT A3 12 8 AAT (g &1 AR H 01 T[T uRac B
W A H 12 AT IR 81 |

IREeE Swld® P AET (Degree of Operating Leverage)-

gReTe Sl g H B arell Ul gl sferar &1
@ BRUT URHAT M H B dTell Uferd gfg a1 &4 & |13 59
= gR & qarar S HHar § —

_ %Changein EBIT
% Changein Sales

45 fa<i@ Swie® (Financial Leverage)
facia ScIce avad & AR &7 & qaref © | I¥em &

DOL




gRare o # gRads &1 Rer facia erlf & e ) @i
YNTT e} TSl ® AT URETaT T @Y A& BH & T 8, 3
Rer sl @t &1 oA &= € 21 2 | 39 < & e &
qedTd I URATH o TR FAAEIRAT b1 AR B ¥
I I &1 T G 1ol | gd o # aRad= &1 iee
TRAT & ol SUTT o™ TR U$+ aTel U9Td ¥ 8 BIg I ATaRATIS
HeerT faw gdee 2q Yol &1 T & gftedror 9 Rer a1 gRad=eiier
FRTT dTetl Yol & YA HR Fohdl © | aidR 3, 0T UF,

QrEdIe F0T, I=I93 AMMe R [R¥Ed & | e a1 s &t
I fHAT ST & STdfd TR SieRm) 9l §8 3 & 8PhaR N
21 3R gafoy 391 uRadeiiel T arelt gofl A w191 STl 2 |
i Iiie® I8 Iela © b goll SRaT 9 Il anTd goil @
FAAT goll &1 TN 6 srgurd # A WA gy fafew
o Iciied @ Rer @mTd arelt uferferdt ok aRadefrer
SANTT arell uferforal & URaRa SIUTd & WY 3 TR &R 38 2 |
fa=i Swilei® T AT WX @M9R (Trading on Equity) @7 FaTTefT

AT AT R8T 21 9 39 9l R AR G & IReEd W g
Yfqol TRCIehRYT 9Tl € | URg e sRe! faeqaer fawia
ITerd BT TN F0T facd Uawre &7 w1fied goil & Ui 3fer
(Earnings per share or EPS) B dTel TR 3 3Nidhd & | I§ 0T
R ol T 9 BNl & TANT AT SR ARIROT 372} & o WR
TS drel YT BT T ol & | faf= fagmt =1 fawi scers
BT frifeed & & uRwifya farar 2|

TORT I & AATER, i Sl wem & fac #
ST 3R FHAT B ST PT g 2

ST A1 o9 8 @ weel H, i Seieie # i) rTd
fovam Sar g1

gREre wd foE
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HeT 0T Goll—3UId AT el FHUfTl 3 Fo—Ysil & U &
w9 # aRHIRE faar S | 5 1

SigaTee & vl H, Al Sciied SRR iR @1
e arel yRIm ufierd Jer | Yol @ g ufiRid &

UR¥AR® ST BT HEd |

T, of. fIed & gaR, “fawi Scidid T % d ReR
O TR BT YA &R Y & BT SR dear & Ry fs o
& Ui 3797 375 (EPS) R TS UG &R Yd M (EBIT) H B dTel
R & T BT IR ST D |

SR IRATIAT I W 2 {$ i Scleis 39 <M &1
TERIT BT & i U S ReR AFTd dTel Nl ¥ 3998
AN ) FoIT # A 3 AIRTT Hveh) B | w@rifas w9 A I8
ifaRaa sma w&ar SR BT T BT TIdT B |

facha Siieid @ A1 (Degree of Financial Leverage) —

I Slcle g rdT SROMHSD (3dhel HrdT Hfciaed)

BT FHdT 2 | TS Idlerds ad AT STl € 919 19T U4 ) g4
3R (EBIT) @ &) 0T R ST &S1 &I &) 3 AP il & | 39D
fImRId, 9 =T Ud BR Yd MY (EBIT) & &R VYol IR <
TS BT &R W B Bl B | 1 Sccilerdh FTTeHd AT STl 8 | QT
Idiled BMSRS BT & Sl AT SRETRAT BT M H B PR
3T € &R S g @1 0 AT 3T 2 Ak @ret vd aR gd e
(EBIT) &1 &% 0T TR TSl Bl &) B SXI6X il & ar vl Rerfey #
faci Sl 8l 81T &R Uiy 3fer ai= (EPS) T 3ryifad
2 | facia Sciied &1 W 9 S a1 7 81 Fadr 7 | iy
Il &Y TOET 7 3 A BT ST Al 2 |



Financial Leverage =

EBIT
EBIT — Interest

I8 W, EBIT= Earnings Before Interest and Taxes

EBT = Earnings before Tax

Example : 1

T HRIT & iy Sclddd & TOFT I |

A Co. B. Co. | C Co.
Rs Rs Rs
Equity Capital 25000 10000 | 40000
Debt. 25000 40000 | 10000
EBIT 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) 2500 4000 1000
Earnng before tax (EBT) 2500 1000 4000
Financial Leverage (EBIT/EBT) 2 5 1.25

ST IaTeRl H AT Iierd &1 A3 A1 Hraf-ar o

PHHI: 2, 5, 125 T

i Ie® @1 A3 ST B Bl dbiodd Ja—awi

AREred wd foE
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IAd DI AT B VAT AT UG PR F Y4 A (EBIT or OP)
AT Uy 3797 35T (EPS) & SR TR | & ST & | I8 EBIT G

EPS faweivor ¥ & 0l Gawe &vcll & | 39 debfouds ffy & g3

=

Percentage Changein EPS

Financial Leverage =

Percentage Changein EBIT or OP

Calculation of Earnings per share

Sales

Less: All costs including depre. but excluding
interest on Debt.

EBIT

Less: Interest on Debt

Earnngs before Tax (EBT)

Less: Tax

Earning after tax (EAT)

Less: Preference Dividend

Earnings available to Equity shareholders (EAS)

Earnings per share (EPS)=EAS/No.of Equity share

A g9 A EPS @I o fafdr fae 2—

Example:2

X Company has the following Capital Structure:

80,000 Equity share of Rs. 10 each

=Rs. 8,00,000

18,000 10% pref. shares of Rs. 100 each = Rs. 18,00,000

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



ST T4 PR A G4 AT & (1 s R B fo1g Ul 3fer arei
S B |
(1) 800000 ® (2) 5,00,000 %. (3) 12,00,000 .

Al & oY 3T BT &R 50 Ufererd

Sjad Refd # 8,00,000 . T Td R A Y4 AT BT 37T
TR oil 8Y fawiiy Sretd @l W 0T ST |

Solution
(i) (ii) (iii)
Rs Rs Rs
EBIT 800000 | 500000 (1200000
Less: Interest on Debentures 180000 | 180000 180000
Earning before tax (EBT) 620000 | 320000 (1020000
Less: Income Tax 310000 |160000| 510000
Earning after Tax (EAT) 310000 | 160000 | 510000
Less: Preference Dividend 180000 | 180000 180000
Earning Available for Equity Share- | 130000 - 330000
holders (EAS)
Earnings per share (EPS) Rs. 1.62 Nil Rs.4.12

Calculation of Financial Leverage

Financial leverage = Percentage change in EPS/Percentage
Charge in EBIT.

@ Reifr (1) Td (2) & 7T EPS 126 | —025 &. €1 &
STafs EBIT 37.5 Uferd  (8,00,000 . ¥ 5,00,000 %.) TET B |

AREred wd foE
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Financial Leverage - 119.84% / 37/5% = 3/19

@ Reafa (1) vd (3) & 7 EPS 154.32 Uferd (162 . ¥ 4.12
%. ) 91 ® Sdfd EBIT 50 Hfcrerd (8,00,000 3. & 12,00,000 %.) FT
2l

Financial Leverage - 119.84%/37.5% = 3.19

39 Y3 & MR W A< I<lddd &1 A 3.19 I8 qard!
2 f EBIT # 1 gforerad &1 gRads 8 W EPS # 3.19 Ufcrerd &1
gRad ST fem # g | Rafy (2) # EBIT & 50 uferd & ges
TR EPS 159.5% (50 x 3.19) ©C ST & | AT EPS 1.62 %. H —0.
25 Y8 Ol & | 39 UeR Ry (3) # EBIT & 50 Uferd 9g+ W
EPS 159.5% (50 x 3.19) §& SIIT 2 | 3feIid EPS 1.62 %. ¥ 4.12 .
B I & |

46 fa<¥ Swild &1 d8@ (Importance of Financial

Leverage)

o w1 & &= # faci Scldid e Agcaygol ufafdr &
wY ¥ WY a1 ST € | ¥ fawiee iR fAfn Foih § e
U H YT BT ST RET 2 | §HD! FERIAT A B4 & fog Yol AT
BT | R AT ST qeha & | I8 Yol Bl AN Bl =FaH
PR DT e A ol YolaRvl F R IR Pl <@d gy Al
gferaferat @ orgura o FufRa wxar 2 | gost iR fafanT awwd
fAofal # At I Tl SUART 8 | AR IR fo AHr aeb 81T
I1eT, 39 T # o<y Scldd &) deey Hifd (Indifference
Policy) ARTGed & &1 oxell & | dext Aifd A yewrs & 98
wREef St B fF PR R @ wrdl favaR sriwt 3 fafford
Goil 1 AR U &R S R Y B9 arell ReR Yol arTd |
% T O AR & fRaR &7 fdaR Bie o1 =12y | | & fawia




33T 315 (EPS) BT T AT B
9 UBR B9 o9d © (& A< Scidd o B4 &I Yol
AT eiRa oxt ¥, oAt &1 1fdd amier 39

3R 3T gl T # ¥ vl BT U Heaqul USRI B | TR
Ig & B & i Sclde Ud QRN 3R (Double Edged
Weapon) & FHM 8 | HH BT YT I8 X&+T a1y fob ReRr mrd
el Yol BT TART dReb NI o 2Afdd 3m 31foid wy oy fis
FAAT Goll &I G BT IR S 9 | I 28R § ReR TR
TRTT &I AT R 4 Afdd 8 A1 G941 Yol &1 I g ]
2| IQTERYT & foly 3R BT 15 IR & TSl R 0T UT by
IR 39 By &1 FEfcaal # fafEes oxe 25 ufaera sifsla &y ar
FHF 10 U @ 3 AT X A Y FH 5 ufcrerad BRf Sy
BI AT SRETRAT BT e+l BRI | 39 TR W g & Ay
Ierd b QIR TAdR & A © Sl SLENRAT Bl 31 BT 9@
DI ARG UG DRl & Al ARI— I Bl IS B

SRaA 1 GRIT o 2 |

focha Sxiiei®d @ AN (Limitations of Financial Leverage)-
39 Ul @1 wE vewreE A e geR €

1. U8 9 ARUAT R IMEIRG © fb =oli—goil &1 ara |ad

Rer & 7| farg I8 w=IaT SrenaeiRe 8 | dgc SIiRkeaw & AT
1ol & A1 gl B |

2. I8 Uy FU—Uoh @ W ANTd (Explicit Cost) @I &1 &

H Gl 8, IR ANTT (Implicit Cost) BT & |

47 ¥€Yd Scldd (Combined Leverage)

R uREre <di vd facha erlf & MR W e faar
AT ol Idlerd & Ggad A1 MG Sciiedd & T A ST S

HREred T e
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2 | HYad Sdlctd &1 T0ET § IRAE Swileld Td fawiig Scred
S YT J9Td BT W AT S Fehell & | WY Iclerdh arerd o
aReErer gd fawii Sciled & Hgad WId &1 A9 $RaT © | 9
TRV Sl #, WgF Icldd Bl A gRETdd Iwiiedd d
faciia Scleles BT O B ST B S & [$9 Secilerep Dl 0T
B A B

S-VC __ _ (S-VO-FC
(s—VC)—FC " (S—-VC—-FC— INT)

Combined Leverage=

__C | EBIT
EBIT PBT
- ¢
PBI
Jg R S Sales
VC = Variable Costs
FC = Fixed Costs
INT = Interest on Debt Capital
C = Contribution
EBIT = Earnings Before Interest & Taxes
PBT = Profit Before Tax
Example : 1
T forfies we @t anfdie freer f 1 gaR 2|
Liabilities Amount Assets Amount
Rs
Equity capital Net Fixed Assets 270000
(Rs.10 per share) 110000 Current Assets 80000

10% long term earnings| 150000

Retained earnings 30000
Current liabilities 60000
350000 350000




PR BT ol AR ATaT STGUIT 3.0 B 59! IR gRaTer Wwﬁ fofe ot Example : 2
ST 1,50,000 %, & T YRacieiel UReErer eTdl &1 3uTd 30 TRT B Bl fdshT 350000 %, | IR ARTA fazh!
GfeId 8 | 371 HR BT & 50 U 8 | SR o folg Sclerel o BT 40 UG 2 Sidfd ReR uReEme FTd 105000 %. © | 30T U3l
TUMET BIFTY | W Y TS Bl 4R 21000 . & | AT GReATe fawiia qeim wgad
Solution, IcleTl BT IO BT | afe fazet # 5 gfcrerd @1 gl 1 I,
Income Statement of the Company gD YAl BT THISY |
Rs. Solution,
Sales (Rs. 3,50,000 x 3) 10,50,000 Statement showing computation of income of the Company
Less: Variable Costs (30% of sales) 3,15,000 Rs.
Contribution 7,35,000 Sales 350000
Less: Fixed Costs 1,50,000 Less: Variable costs (40%) 140000
EBIT 5,85,000 Contribution 210000
Less: Interest 15,000 Less: Fixed costs 105000
Profit Before Taxes (PBT) 5,70,000 EBIT 105000
Less Taxes 2,85,000 Less: Intereston debentures 21000
Earnings After Taxes (EAT) 2,85,000 EBT 84000
Computation of Leverage (1) Operating Leverage = C/EBIT
1. Operating Leverage = C/EBIT = 210000/ 105000 = 2

7,35,000/5,85,000=1,256 (Approx.) (2)  Financial Leverage = EBIT/PBT
2. Financial Leverage =EBIT/PBT
=105000/84000 = 1.25
=5,85,000/5,70,000=1.026 (Approx)
) ) ) ) (3)  Combined Leverage = C/PBT or Operating Leverage x
3. Combined Leverage = C/PBT or Operating Leverage Financial

Financial Leverage

Leverage
=7,35,000/5,70,000 = 21000/ 84000
=1.2894 (Approx) =25
CL =1.256 x 1.026 CL =2x1.25
=1.288 =25
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YA S D ITUET | W Bl 2 fob faar # 1 wfoera
@1 gfg, B | qd o # 2.5 Ui @l gig 81 2 | 31 5 ufrerd
gfg B IR IR A G4 ™ H (25 x 5) 125 Ul gig B8Rl |

HIH IleAd BI AT - FYad Il DI AT 39 gfte I
eyl ¥ {5 et &1 A # uRac= & Uiy ofer 3 uR g arel
THTE T T fhT ST eha & | fRIY 0 34 731 fAfsinT sl @
o AT 99T FHY ST 31fSe TART b S 2

HIH Sleld BT T¥E : IRFEE U9 fawia Sads &
AHfed JAEl @ MR WRAMREdar wd SiRgd @ e @1
faeryor vd fAerRor foar S daar 2

4.8 R

STERST U VT USR] & HHI & ST &l ARBI PIC bRl o |
YT TP AR SIReH # gl H=aT & A1 SN SR AR goll w®
URIRT &1 &% H 01 gfg 1 BT ¥R U Bl © | 9fd dd A
H UK B dTell TR $T WR a1 501 2 | o Iiield @il goil
TR U ¥ SIS T UG FRA H WhS BT W] fah 3
H B B W I W@IAE Yoll W o™ & Gfierd # U 3 31
T HH PR AT 2 | eiavel s rfif3rast < form 2| w8 o]
B fhT & BROT IR IS A BT A 8 | R ghR efa]
B foram & 9 | 9 WA # IR S 81 o 8 | S ueR
SRt # gfeg a1 A AT Bl TGRS § JJuTd I 3D gl
T HH S IR FHAT € | SR BT B AT & SFITT Jrareieta |
o waw1 3 go Frafcal & 1ef Jaw H 01 goll &l oflad &
wY H /AT AT B | 3T T8 Bl Srad 81T [d S oliavel & e
R R JGIR FA & o) 9 WR $I qeIdl Td qadhdl B
3TUET BT S B |

gREre T faE
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4.9 YRIGel)

NS : NSl BT e y9rasiiordr ¥ & aierid URd a1 &g
B Tl Ifod I T

IR et : uReETe ofileRs S99 S BT 2 O
e @1 A3 # B dTel gRads R & uReErerd ari H o
ARIT BY < 2|

facha v : iy Scids I8 adarar € &, ol axar &
IR SRTA Yol g FHaT goh &1 WANT fod orgurd # fhar 2|
TqAT SADT FHAT SRERAT BT I R a1 Jo1d gAT?

YA wfravet : il uReEre @Rl vd wmRl fawia erll & om
TR &R S 67 71 G eiavst 81 wgad a1 MR efavst & 7
{ ST S 7 |

410 W—URH YA

1. RSl BT S 8Y gD UHRI DI ARAT HITY?

2. UREE SRSt 3 91 M9 & | UREmer elavst & fawgd
ARAT BHIfTY?

3. focia offavst @i € S T0MT &% &) I © 1, SETERT
g1 T I |

4. AYHE RS A T IMI 2 | SHD! A BT AT DA
forar e &7

5. SISl — SULUH. BT AT PHITT Ud 39 deverdr
g fefRor fafy & amen AR |

6. "ClIaRST Ud U SUBRVT & A 8 ST &l TRPT PIC BT &
T AR SIREH H ghg dear 2 1 gAY R R golt e
B TR H W g PR BT AR UM AT © |7 STIFR BT Dl
STTATTHD IR BT |




NOTES NOTES
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Hue-3 YReEd-

79 @ue # foedrr yame & st e frvta st samen frefotfad
o gt § & T }1 b S H o o Wil ot forega e &
21 5o & & i ¢ vae & el-uify T R e @) g dm
¥ sprfefier €Sl 1 St T P fafr i e feraor s A T )
THE TN § Y TF I el i Jaw i fqveror fhar wen 81 e e
¥ Jhg wo &1 ffred gugmer @)



3oE — 1 fada & 9rE (Source of Financing)

TPE P PGl

13 Qe I & 9

14  TEBI TG TcUdblol facd & AT o1 a7ef
15  WADBAIA fded & AR

16 3B I & A

17 AR

1.8 N CK
1.9 —RE Y

1.1 S{IW
39 THIE DI U B IS AT 39 AT B Wbl B —
o  {d@relH O & AT B |qHI TS |
® TG I & ARA Ia1 o |
®  JEBIA I & ARE FAT S |

° U ST H [ BIel- Ud Fegdbicl= f[aad & Al & Heed
Ea) e PN IS |

1.2 UG

el o wwred W I & WREl @ Aew@yol fHer Bl ©
RIS MR UR TS WS Adl ARAT BT S BIAT & | STEbTei,
TAGAT Td BT facd & 9RM e & oifae A H
3mReEr 2 |

TR SBTS H 3D HAAR ARAT B TS 8 AT Vb B &
Sha @i 1 e ovd € o @ 9id ada afoedt g 7 iy
yewIh] & folg #e@yul o/ BT 8 | fRoTd SR R J I8 T B

forefrer fofar

g5 T & 59 99 4 goll & d amd &9 81 3R Iqah!
IATEHAT AfhdH B FRIH HTe Bl IHSD! Magaehdiail al gfcf o
gforaeft 997 9 |

1.3 PRl @< (Long Term Finance)

BT fac A Mo U fawiy naeadsametl i € S 4ra
q¥ F PR < a9 I7 AfH Irafy & forw facd B1 yawr FHRAT gsdr
2| dbre faed &1 fafranT wemh wrfaat & fear Sar § srerfd
TREATT T8l & aRTER BN © | 3FT: ArePpIei fde Pl 372 Yoil, ol Yol
AT HF B YRR AT | e fhar S € | R et ot
®1 gfoenRa & @1 Reifay # 721 2t @ I daat fer vd o7 Yoft &
¥ A gaven axdl ?
eprei fod & & —

1. 3 Yot : 3fY & Mg Yol & U WFT 9 ¥ O o fRwt
¥ faIioT 21 € s1Ifd Yol &1 srguifae 9T i T/is aaw 3ffe
THRT BIAT § 379 HEare 2 |

IENL G

— 3y T wHfed WM W Sl SfRRREl & STeTER 9 S
gl

- ieenRal @1 Tl ofw # oifd oo aw Wfad g 2

— TR BEET & W@ BT € 3R S USRT BT SIeR BT ¥
—  3fe Yol SiReW Yol B § S SfernREl df ard B aF RS
REl EGIl

— SRR BT I WR AT U B BT AABR BT B

— 3 T el ot & g B € |
(1) wware 3w gon —
THATY 37T IR BT B qRfdd WEl B 8 S Bl &



SIREH PI Fed A & AR A U PR BT AR JaibR
3fel IR YA & 91 BIAT © | 37 3 R e a1 & e &
BIH | SHT SATIY SR Y T & T # Fedl 9T ¥ad ¢ |
FHATT AT & gRT FATedd! B Fgfad ekl ® vd 5 & gRT
GEISCARCARCUERCRIRC G
@) gEifrer s gl

PH B T AT Dl YA PR & a8 Y Fd i TR
YaIEdR SFRETRAT DT USel I UTG B BT AMBR BT 2 |
S 3R W YA & qIG FEAT SRERAT BT AT BT YT
T ST 7 | HF @ faEes @1 <9 H WHW QAQIRAl I
P P UYEN AV g FHfardl | qaiteR siermial & gen
II0F B SR & <lfchT GatdR SReniRal o gawer W FR>Aor &1
IR T2 BT | gEifeR siwrnRal & yeR e ' —

1. Ho QEifEeR 37,

2. IR AR S,

3. WNIER YAifeR 39,

4. ITEER YEifEeR o,

5. Y gaiffeR i

6. ORIy YEIHR 379,

7. uRadeNd gEifteR i,

8.  3mRad-elia q@ifier 3,

9. WM& gEiReR 3,

10. AT QaifreR 3feT |
2. RO Yol —

£ | 9% Yol FOTGTATI §IRT W& B S 8 3R 78 o7 frt g
FT UST, T U Uaq A1af N B AgH J U o) oI 2 |

fomt % e

forefrer fofar

FOT ol W AR A GRT o)l T 0T @l fetlaa
WM Ue U3 & gRT <1 Il & f7 WR P#oeil Bl ggv el eril
2 3R I9 W U1 B RN Td ATST &R T G T BT Soekd el
g AT 0T UF B B AR R B I WIAT v g
UUF Sl 0T B WG e wRam ® iR S wrdt @1 off W

HRAT & e arfi| 7 R fby T 8 SR ST o B B
(1) =oUT —

FOF H FOOH W9 AR HAT B 3= ufenfaEl @l
aftaferd far STar 21 a8 9 SRl @l Rl IR YR S
P AT LT | UGS P AH @ g (1= favg FHeT srawas
3

1. FEOTYFIRY HHAT & FEUIGTAT 81 & T 81 | 378 A7 o

HT ARHR T2 2 |

2. U BT Wh IR | Ha—fasha far S daar 2 |

3. BFET YfAaRT SN R KUY & AIH | ATl

AT ¥ ST T R B |

47301 YA BT Fafy Igem SredpTe enil § R e <9

9ul 9§ qd el Bl |
6. DI faues &1 ReIfy § Forasi o1 Ibw aradl feT goll 9§
Ugel Bl B |
FOHT & YHR faq & —

1. TRT Ud IR FoF,

2. yoildd Ud dT8dh SROTIH,

3. URacg Ud aRad- o,

4. RIET Ud GRIER OIS |
@) wEEtE Fo —

g Uoll Bl & Wi & | I8 R 984T §bi vd fai
Herail 9§ et B3 It & fo7epT Yaram= 9 99 &7 orafdy | iR
9 9 OF P A TP BT 2 | Y W R § | S — IDB,




IFCI, ICICI, FCl and Commercial Bank etc.
(W) wftefedlt o dfvs —

ATl I @& ARFi & w4 H 97 U d qi0S] BT B!
Tl & | I U OIS SI BRI Bl FRIqt Pl weids TdHR
frifae foa e 8 fore 9Ra 9 gRI&T a1 uamford =oras Hel
ST 2 | 3T < 9 90 @l ®U H ST Il 8 | 97 U= it
gRT foid M o1 & goME B | fSRRT e @l wrafcadl R
AT I BT B | 9T U At yeR @ BT € o fAE § —

(1) =9 & JPR R — qEdH T4 Yollga 993 |

(2) TN D IR W — THH d=UF, TR Jad, TARID

Td YD R IS |

(3) WAHE & IR W — Hfed, et vd favar, ffdrawor
vd g, FARiH vd gvten, e e fadr vd s
CENINECESEEE

(4) oM D IR R — 3y, FfRFd =T, WAfieR vd Anm T,
ReRIHRT Ud R T I |

1.4 TEIBICNT UG 3T Plelv facd @ HRM (Sources

of Medium-Term and Short-Term Finance)

AT AT BT TSI BTt HATTAR STHDIeA, BT
T <TEpTel faed & wU ¥ b ST € | Hedebren faed # U av
H o) A1 a¥ qF @ ford B F | T O B el OOl & ve &
P H o & A F PR Yol Bl sravdddrsi @ gl B 2 |
TPl I FeaeTel fawd @1 goi d e /@™ & fofg 8 &
g el gwfcal § s fhar Srar 21 909e et
S W AT O & A 980 Aeaaqul AeT SR B R
Goil # i € T SR WR iRt a1 WS o1ue Sfawgahdiali
@1 gfil ax & forg fafi=T Gidl 9 fac yesg axd 2 | weadreis faw
BT AERHAT U a9 I IR A, UlE A1 | auf ad b forg 8

fomt o e

forefrer fofar
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2| AMEITAT 399 AT BT YR 9 & A Ud fRdR, sifaRead
HH g SYGROI BT Y, AT BT UfoRITT, R FoaS! g dfvet o
RN, TR FdeTor, fgmo i onfe & forg giar 2 | ¥Ra # e
IpTAA fa BT vgracan =1 FeEi e S © |

(1) &% =9 (Bank Loan) —

T Uil & g H dbl §RT FABTCT F0T Yo R,
famrd &A1 U9 faci smaegdanstt @l gfif e & forg @Ra e
PR H I SDhi Bl FAe@qol YfADT B | FADBTAA fded U= HRA
$ A @e § - (1) Jde 9, (2 ey, (3) ufonfa or
(4) ofel T FETUHT BT BT BIAT 9 (5) 3T T FOIH B AT
PRAT| AIRID b UT: HH 1ol TR TR FIABTA 0T J&TH BRI
21 T % Sienfie SumHl, Ml ¥ wHfat oF 39 YBR @ FOr §
XD < B GRd 3w e w1 gAREd ar w® 2|

(2) wrem gUIRGR 3@ &1 A (Issue of Redeemable

Preference Shares) —

I FIAR TG H AR QAER 37e AemHdbel faw @
I VK] U9 ABUT AR 8 R H g9 ¥ R Ueh [REd &) 9
SATTer T SITeT ¥ | 9 ofer it | |rd aut # Siear &l eer &l S
gl
(3) wnem movr wAT &1 fHIAAT (Issue of Redeemable
Debenture)—

Fo IR &3 st el # wed T uA B Hedqol qfHwT
gl 2| I8 &7 e & — Frgex e, S S, gl a9 SE,
STEToRT, fIgd Ud SrTel SeinT | 39 SR # faR wu | oirg =0
oSt @1 frfee fear S 8 aRa # 39 %0 uS @ fele # gd
FEiRT =TT BT P A 86T © IR Fi¥ad a5 {1 e W)
ST S IHH A a0 FR & A 2 | AR gD WM B I & B
HT FHIIT B TIGT § A1 ST TS @ R &R [ W < @ @) i
BT YTAH FGRRA oFeRI 3R feRnRal &1 IR & A= | uged




T ST € | S0 BROT A ORI RO A B GRS AP JRIET &
2 3R 9 S A T K0T YA BT I R o © |

(4) < 389 (Public Deposits) —

JHAH ST H FeHdIel fad @ smawadar @1 gfd & oy
FHHIT FdIe @l ¥ e AREd @ @) R e WieR SR
B IRT # ST I T U B B RERT Af Ui 2| 9Rd H
ST ST WIBR PRATT Teb GRIT URART 2 Sl fAeivehR SEararg,
WA qA G H 39 AT A B Jae o | R A& DY &
IEFTT B ITAR O T B AR AeRTs § waited g e
RFH dTe, Afiers, faeell T JoRma § W sH@T TSI dedl
ST @ & | O e | e drel v 8 WX, B @Eiell, arEgel, 9
STTedial & f2al @1 gRef | fhR WY, S ety anrot ores wHy & il
% GAM B 2 | o9 o] gRRfai 81 © 99 a1 o9 e s
A A S € IRy R T Hhe b qHI H Sfar Wi BlBR S
IO ART oIl B | 1929 & HEH favaemd w41 & w9y Ul Refd a8
TS off | aAAM FaTd AT H ST A ST ISR BRAT Biod
B B T 2| e aRemm @nadiiie S uRdfea 81 8T '
FIif, SN B T & I Iueer 897 SfoA 81 T 2| S
TR 37T S Ut Rerfar # o ameed 2

(5) faftre fawfa w<email & 9T (Loan from Specific Financial

Institutions) —

IRT # B O U FR BI UfhaT 1948 9 UR™ g8
@ gwed R ienfie O & grr @1 | o
ARPR T oY WHRI -1 fAR¥re iy w=emsii & e sienfis
Ry # T & & forg @1 2 | Roraer aRemd aade J<1 & SR H
A1 3 faf¥re facig wvend o ffieT ardwie e vd oieifie
ey ¥ foeiiehar gae e R 8l 8 | IR WRd o <2 H Al 4
I & oY HRATY IMAATOT 1 TRE BT PR W& © IR Al [t
Iy BT I ¥ | W fafeT At e € |

fomt % e
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VR e s 919 (Industrial Finance Corporation of
India or IFCI)

VRGN Sienfiid fded §& (Industrial Development Bank of

WRA Sias 91 9 (Life Insurance Corporation of India

WRA AW 491 719 (General Insurance Corporation of

T SenfiTe fadr 99 (National Industrial Development

I fawia f9 (State Financial Corporation or SFCs)
I AEhN fderT T (National Cooperative Development

ISR &g ST f9H (National Small Scale Industries

39 MM (Other sources) — SWRIGT WARM! T RN &

foreg A Y qegeren faed e aRd © —

T4 G g WRERI gRT FIIR W™ (Financial Assistance

HHaTRAT B wiawr g Yo A (Provident and Pension Fund of

v w3 g % I UEfd (Hire Purchase and Instalment

faeeft ARemTa a9 (Foreign Institutional Investor)

2.
India or IDBI)
3.
LIC)
4.
India or GIC)
5.
Corporation of India or NIDC)
6.
7.
Corporation or NCDC)
8.
Corporation or NSIC)
(6)
AT
aT—
by the Central and State Government)
q—
Employees)
T
System)
T—  facel fafamr (Foreign Investments)
J—  yfqenRa sma (Retained Earning)
X—  3=IBHFAT FT (Inter-Corporate Loans)
o
q—

facel e fd9r@ (Foreign Direct Investor)



1.5 3IUBIIF AT & ARM (Sources of Short Term

Finance)

3T facd & Aid Sriehe goft @t sraggdar gof e #
Aol e AT &1 I8 919 U6 a9 & el @ fawiy
SMaIEHArsl B Yff HRA & | $THI SUANT I FEfdl T Qi
FRIT (G Forgdl aaq, fawrn, faif, @, o enf) & forg
2T ST & | sfeaTel= i & e i sruferiad € —

(1) &% 99 (Bank Sources) —

AT ASTIAT T R AU SHBICA  AATIDBAIS D el PRl
2| IRa # Gt It gRT sTeudTe e @) SaRe & wEe
g I W AN 96 Faferd §| 9 aiftifiges de e wa #
BT PIY UG PR © |

1. M@ FT (Secured Loan) — 3Icddleld JRed T &
HHI AT AU YIT] g XBfr ST = Al B Ufp{fer & w9
# de I SUTE HRIA € | deb GRT ST HRIY T g9 YDR b 0
PO B T FAERTA R TR I R B |

2. fa@t @ ®AM (Discounting of Bills) — suH d& 3
TESH & W el & kil B T & 39 UBR TES Bl Iaq H
&1 eIl facd U 81 Sl & SR gRuaqar fafdr o o e
TR T fdel &1 gl 3ifthd Hou I BT A SIm ® 1 39 UAR
FHERN BT BN W UTEd B e ura & ofrar &

3. ffawd (Overdraft) — J& gRT UEH & ST &1 YA
IHG WA H AR doi T B R far S 7| 9Ed Ud
fAf¥aa A a@ & Affaey @1 g o Fadr ® iR @ aRag #
BIRTe @t IR W & <N B 7

4. 9H% WG (Cash Credit) — §& s & fory o ifdIdHan
T AT (Maximum Loan Limit) TF X <ar & | I8 31911 HIaHT
el @1 gff & fofg g9 A & WioR 519 ORI SR 81, 0T

fot o e
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B1 Gaem BT R APl 8 | 4P §RT dadl SAI 0T IR R 27T
g a1 S & S UTed g1 4 Fprell 'Rl € |

(2) 3% \mE (Non Bank Sources) —

JTBI AT & I ARF dbi & AfARTT 3= ueii | ured
B 1 ¥ | fefalad € —

1. ST 7 fyeg w=ufwaf (Leasing and Finance

Companies)—

IAAM SIH H HEADT B fUdTelE A UeH wRa #
ST vd o wwafa 3 enreft «ffer e ©1 o979 g™ 3 W
FUT UTT: Fel ARl IR MR & ©U 7 B1d & | ST F0T UG B
DI MTARBAT A BF IR T R HH B & HRUT ABIIIAT
et @ off| g BT & a¥ # wolt O FHfRl & gaw @R
YR & BRI 3901 ATad-e 9 U3 g o T 2|

2. 29 ¥R (Indigenous Bankers) —

TP FaAR T ATBERI BHI &g Acadlei fawiad 3 <
J]I B Al APt I8! © | I I JHR EHSEE 9 g bl Gl
foretl, a/T| g 991 & T 9T O, AT, TS 3 B BREH
H TP ARG GATd UM BRI I8 & | 7§l | 0T ARerdl
3R G & a7 f5eh sfwaRasar & e wmar 21 fe et <°
1 3G BT 9 IaeID U J AW BRAT 39D QY E |

3. AUR® WX (Trade Credit) —

9 UBR B JSIBIel ARI BT STIN, HEh ATURI g
ol AR feban dral & e FHiar gRT SUR Aret &1 fasha 15
o 9 3—4 A9 & U fBar S 21 59 9@l & folg dis =
e foram ST 8 iR el gRT WIS T 41l Bl daaR TS FaY
e A AT ST €| $9 UBR B AUIRS ARG §RT BIET
HeITG A1 HH Goll I & 7 AT Tffafet SRy 3@ Fad
gl



4. AV AR I=iEIEN 8T (Public and Inter company
Deposits) —

HHAT BT fdel BT U B ST 1R 319 i
@ e @ f WeR HR @ 2| Y AP — 1. 7 [ (Call
Deposits)ﬁ@ﬁ?aﬁWWWWWWﬂ’cﬁlz.
IR (FeTg eI 3. Jgante Med & wU # 8 |adhd © | ey
S HHIT BT AT et ST € et aToTR # ufirseT st
Bl

5. 3 WA (Other sources) — 34 fawd Y & §© I
R A g, o —
1. o wwa=l AT (Instalment Credit)

2. 3facd Y (Outstanding Expenses)
3. ERCREMCICEIE] (Provision for Taxes)
4. SUIRNTT @1 (Accrued Expenses)
5.  WRHR P fAT A=Al (Government Credit)
6. AT BT Qﬁﬁﬁ?ﬂ'ﬂ (Ploughing-back of profits)
7. HaTdA®I & T (Loan from Directors)
8. BN PV (Depreciation Fund)
9.  PHAIRAl Bl UfHfT (Securities of Employees)

1.6 9ERII

faca & ArE! & ey I8 € % ga e Bl R sieqdrel
HegehTel Ud Srediol faaid Fidl &1 sagdhar gidl & S oafd
B MR W i fovam mar B | O &AM e e @I S
g 2| famr fachia Saremt & e e & aiRaw FRefe 21 R
YR 3N & o IRR &1 iRaw FRefs & S St uaR wh
e o1 alaed far faca arel & fFRefs 21

1.7 YIsgTgell

— el fdcd @ WM (Short Term Source of Finance)
— T 9§ & fory R Ay arEr &1 SwanT fear o @ s

fomt % e
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AP focd & e Ped 2|

—  Megeei i< @ |RF (Medium Term Source of Finance)
— U 9 UfE oy & fory R i dreEi o1 g far s @ $%
AP o & AT Pbad 2 |

—  drieelie @< @ ¥RE (Long Term Source of Finance)
— Ufg 9¥ & @1ffe & fory fo91 faciha A=t &1 U fhar irar
I {HPe e & aeF ®ed 2

1.8 WP YIT :

1. eghreid g @ 91d R’ 8° STERU SHR ATATIATHD
AR DI |

2. ITBI facd & IH RIT 82 HPBT gUH BT |

3. R ¥ ST facd & FIdl BT Sooil PITT TG TeTdhrei=
focd & IR—<arET @ IR PR

4. FAPA O & ARAT I FHSR §Y D] ARAT DI |
5, ITCUBTA UG HLIhToN fded @ Al & N DI THY |




$IR— 2 PRV Yol U ( Working Capital

Management)
TP B EE
21 IS
22 YAl

23 RIS Yol o1 e

24 SRS Yol B FAURET T4 o=

25 PRI Yol @1 Maedaddl Ud Hed
26 BRI Yol BT YT R drel e
27 AR

28 YTl

29 H—Rd U=

21 STIW
S 3PS Bl Ued & 918 MY 39 ARG B qbIl b —
B Goll BT e 9T A |
BT GOl BT STITRO Gl D |
BRI gl @ STaRIHT B TS TS |
IS Yol BT JIfAd BT dTel dedl @l RAT TR Fb |

2.2 YUKGHT

fepsfl ot <AvreT o prieiier Yol v Aol fae @i & foy
e & «fie gt a1 awaddaRlt & gl Bl 2 | 3H1g § eriefia
goll o1 3ref, Hrfeliel goll &1 faamym, SRiRfie doi @l smaeadr g4
BT Yoll BT YIfad BT aTel Tedl BT HAAR YR fobaT 77 2 |
MY FaAR ST H BRI Yol fell 1 Ao # vd Aeayel
O &1 91 2 S STcudlely fac & Argd | e @l ATTeIhdl
gt Rl © | ATAAIRID T & GaT® Haled & folg BRI goit
BT FIAAYAD FATe HAT & BRI Yol BT awe B & |

17

forefrer faofar

23 SN ol a1 e

AR & T ¥ FHET F-TfifeT &1 srawadmarnsit &r
R A & U B Tl @l fMawadhar 8l € | 39 Fwafcaal §
s, U fqus, fAfRIRT, dear w1d, FfTT 71 U6 steddlel= o
afe o wffaferd fbar S 81 g7 gfeal § faf=ifsra goi &1
PRI Yol Hed & | PRI Yol R & fRa—ufifed & smawgadrsit
@1 gt vd Wi =g Rer wwfeddl & forg smavas goll & |rf—ary
7], Frafal & forg off Tafe goft @ eraRerr &t ¥ | fonedl W @y
@ T ST =1e], AHfadl BT 9 8 | 9 DY DI BRI Yol B
GEICRTICI
24 FEUNA Yol & FEOURTT TG Y=

FRIS Yot &7 31t 9ga faarerug B | S9! AaA gReTeT
FET & I3 STelT fAgTl =1 ST ofel 37 A g 31ef uva foban
2| o BREfe gofl & arafdsd ored @ 9AsH @ fofg 9l arae
TROTIST T 1eqd+ Ud fIeeiyor anaeas 2 |

FHrIefe dol o SRy e & —

(1) uRUTHS SEERIT—

S YURV & AR BRI Yoil B AE Faard Bl gl
7], Tl @ AT & aRIER B © | Aohd e goi (Gross
Working Capital) H<oIT &1 HHR el Frafeaat &l AT (Total Current
Assets) &1 el BRI Yoft ¥ | ATe] Arafcaal & amerd S wwfeat
T 2 R o@iepd 9§ & SR Jbs A aRafda fear < dear g1
&1 |ftafera foar Sar 2
(2) oIS SEERIT —

9 [IaRERT & S1ER A1q] o, @re] S1iial 9 sifard

w9 9 31fd BF ARy | Afe ey # @re] wRafdl wa ane a1
SRIER BT 1 ey # BRI Yol 3 erfl | driEhe don o1 g o



TP AR T AIEERT ATl § s Sugad AT ST ¥ et
A TG Y Q1 P B 81 H Biad 8K © | I8 URHTT OTHS
Y&l (Qualitative Aspects) TR 21fdId det <ol & iR cigic H Axerdr,
focirr ggear iR e A1 &1 gad B B |

(3) uRae™ a% J@uRIT —

39 QAR & AR AGHTT U ITfeiet fhar 2 iR g
a1 ufafes smawamamii @ gfi & forw T@e fac o1 smagadar sl
2 foraas wiftq ashra goll & wegs | S | @ S whddl 2 | Uh
aATRE R & forg fha e IR & anavgdar B 21 I8
I9S gRETe ash W R a7 srerfd arlt @ w9 gd e §
I9e gRacy & W & G9I uRETed @b 3T el golt
PHEATAT 2 | MY GeRom (Modern Concept) MToTdhal wTifer Yoft
I T T FAIRYT [IBRIT g5 & S URdTer <sh STaRRen (Operating
Cycle Concept) @ = ¥ 1 ST I 2 | $9 S7GURET & JJAR
T DI AQAR H SITIDBAT Bl B | fh SUHH DI Al g
afy # o dds & P AEWHAT Bl T, I8 HRIALA Yoil
PEATN B | FHa O B SToRd RIS dh Bl AR & gReATeT
2Rl IR SIRT BTl © | UR™ H BRI Yol & folg Fde o7 @
STMATIHAT BT B | §HD 918 AhS &9 A Fedl Al HA fhar S 2 |
JTeHd Ufhar dd Al Bl IGMHa At ud AfHa Are § gRafda
PRl B | AT ATt BT SUR by IR R W@ReY TSR 3RAT T
Q= &1 81 91 2| R a8 # Aee o9 99 A o § 98
BRI Goll & uRETer g% IRWR Fefdl I8dT & | §9 % & SR
Yol &1 Us TReU R WU H eI Aehe I el Hel g
Aret AT Arel 3eR 9w faus e # uRad= @r XEar 2
URETAT dsh BY I(AfT DI T $H SRRV I FHSN S Hbell 2 |
IR fH ATTaTRIh TRIT § Fdhg b I dodl Al Wi B 201

WOSR H QT ST 2 | Peal d1eT & fAfia arel a9 ¥ Scared ufshar
15 fo ol ® AT arer wefom # 27 o7 89 & 91 SR fasg s

Friie goft e
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forefrer fofar
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2, SuR famy & 10 9 918 v fAu= ur g1ar ® SR wrw faus
AFe B agel 18 faF & 918 81 @1 Us uRere 9% @ @ 9ofdd
(20+15+27+10+18) BRI |

R @I5h 1 1afdl fSTail & 81, BRI Yol Bl sraeared
A I & HH BN IR IaTeRYT H ¥ $ URW H AT e
YT 90 d & VS Ih YR B & d1a 919 7T IRT Ah U™ IR
QM| 39 UBR a¥ § TRIT 4 Ih (365,/90) T & ST | 3FR e
H 99 MR & Rl IR T 4 ARG WU Bl Al 99 IR B AFAR
1 TG FUA (400000 /4) Brfeher ot FHaT SR |
PRl Yoh 9e=I (Working Capital Management) —

TqAR # g AT H S goll a1 BT Iaedd § | 3
gt 37 @ o1 aRRfT @1 e § v&d gy Brieliel goll & |11
JTELIHAT ATAR B AT | BT Yoll & Ja=e BT Sgavd |l
P ATe] TRl Ud dTe) SRl & 7 9 UHR AT iU
PRAT BIAT © fob, BRI Goll &1 /B &1 MR srgdherc™ 8 s |
T RS ot a1 vew i g &1 ofiaRe Wi | gwfory
PRI Yol BT Ja= U WAl & A Al R FRET B vd
IHD! ARG BT TR G+ H Hegreh Rig 2 2 | wriehe goit
BT U] ST AW B SIRgH, dRoldl Ud ASI¥egdl & dd dgl

AR 917 X H eIl SRl 2 |

U I B Ao @ folg IR vd BRI a1 gBR Bl
Yol @1 SaRgedar Tl ® | R 4ol 31 Rer wwafell SRy — ff,
e, o 7R, TR, e sanfe # yanT fasar S 2| e
ST gaw & forg goft goted, onfe ufaferat &M # o ol 8 | s9a
fuda, et 4ol @rawr & fRa-—ufifed & @t a1 Harfera &
@ forg sz Bl &, 5 aa wrafadl | A fear S 2 59
IeT el § s aferan, ure faus, snfe wftaferd g & | erdsiier
Uoll e T T dle] SRdfcdl 9 @Te], SRl & il Bl
ARy TR W BIAT & | “HRIAIS Yol Yawl I FHemail § e
2 91 aTe], A, @Te] @l Ud URWRE i Bl gafd




FRA W A B B | BRI Yo waw fafd are) wefcaat o9,
e Td faueE A ufopifornt o faus vd <sfoar @ uemed |
T e 2

25 PRI Yol I IEEHAT (@ T

AT BT ATl I AT H IRl il &7 yaw aR
o A W B Rl A S Aehdr dafed 39 FRfadl BT Ul SN
IS T Fadd H ™ AIfTa R S wear 81wl wRfadt &
oof IUART G goll & Sfd ST W fR @Rt 2 e
1w &) fea—ufafes a1 it 3 wriehe 4ot & uawr @) ffer
3T HEIYYT BN B | SHS!  SILADBAT JAGHR Bl FHfeaal ol Ha
oIfad T GRefl UeT BT Ud ARl Ry 9@ 21 $9 Bg
PRI Yol &1 MR g &7 sraegear & & 3§ IE@d 8¢
fopam e 2 | e ft o e # eriehe ool @ W T
STITIDHAT ¥ TP BT @MY MR 7 & B4 | qFI &1 Reifel @raam
% forg sifeRe fig Bl 81 U e § SR Yol @1 g8
RI BT © I A9 ¥RR H BT BT BT 2 | I BT O B A
e & 98 1 AT URS IR Q@1 21 A & 9w § Friea
ol 919 & Tl B 8 @ar o Tfafafrat sTReT B e
2 3R ST €1 98 Y18 W Il & hadrd FH Bl 3R FURR B

ST B | ST hal ST © b g &7 akefdl &1 SMasdhdny
T 87 3R IRl BT YA Hd AR b T arg HRAT 87
TR & I AT ol Feufedt € S fod o) O W 9
gRafia fhar o dodr 21 g9 AfaRed Rem & b e
oIl Td R Ffeddl & YRS BT A e HRAT D 2 |

i wRiEie oit & @™ (Advantages of Adequate Working
Capital)-

R ypR 799 & 51 87 & oy Ao onawds & S
ThR HrIdfel Yoft & S A @aw & g wgeyel B 2
R HIM GOl BT AaRHAT F ARG T HH BT S &

Friie goft e
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BIMSRS ¢ | AfAd g 31 waor SR ol M 4 99 & gwudnT,
TIEIHI A, SMETRAT H A=, AMEIHAT § HHI, =i
gf, AT ARl &7 AT, Fecdrsll BT S G e oA § HH
@1 fagnd o 2 | 59a A, Sriehd ol &1 &9 89 R JaarT
@ HaTed, AReAdT, MR, 9 AMBRAGAI BT AHAT dR |
HISATE 3T & | i wra # awriEfier goft & SushA &1 fferRaa
ST U B E —

1. 99 ¥ IEFEHAT (Solvency of the Business)-

T BRI Yol Sared & ey yare & Fawer grR
BT BT IMEHEAAT 9 Y@ H AEId BN 2| ST WA T
G el A g § e @) Rl RaR A ggadr a1 sdia @
T 3R MATIHAT T W ThTd SUR o H g fIadha F&! 8rell 2

2. b YT BT oM (Advantage of Cash Discounts) —

B T JMYfTRdial B SUR WIS T AT HT JR< Aha
YA PRD ATHYD G UK BR Al © | IR AN TR FRA07 3R
oot § TG B 2|
3. JNMHY% TN U4 39 el § RRAT (Attractive dividends

and Stability in share prices) —

T SRR ol 8 TR SF & Hared Ud Uawd e
TRIT BT eMh¥d e TR B Fha &1 VAT g9 # sfgemy
Age ' & E A A SR o ufenforlt @1 SR qed
Rer <& 2 |

4. IJHe 9IR GERI HT @™ (Exploitation of Favourable
Market Opportunities) —

Fad 9 gfasE & S9e 19 JI< FRRfiE goll 8 g
ISR FAART BT AT IST bl & | AP (F1 A1eT SYfed BT FeT
3fTeer e IR 31eraT Fed AT & Je™l § B B W B BRI
Goll @1 Tl & MR TR $oT Fdhdl 2 |

5.  W@®cl P AMET (Facing the Crisis) —
g BRI Yol 89 W BIS W W Bl BiC ddel,




NMHRHAD TSI G ATIRS Fhel BT TRAAYad AT B Fhdll © |
6. iz GEICR (High Morale) —

PR Goll & IAS B F FaER H JReM BT TR,
AT, Iod AAIae, THY BRIGE Sd=1 8kl & | e yaerd

g HHATRIT TR FAALAD T TS & | SIANTE] HLRAT Bl HeTeAd
UG YIS eddl U HhRIHD YHTd gedT § |

7. 3] <™ (Other Advantages) —

I HOIQR! d 3 o Pral BT A e,
Rl et @ Swresdr 7 g,

AR W Sfa g,

IMHRAS YA BT FGfaer |

P golt & USR @A @fideer (Kinds or Classification of

working capital) —

Frfefiet oft o1 aeffevor fmr @R ot & fvar mar 2
1. ¥®a e ol (Gross Working Capital)—

SABT AU dTe] Tl & ot AT | BT ¥ | b I,
Aoe B ol wel el 2|
2. gg s Yol (Net Working Capital) —

¥g I FHfadl U9 9] SRl BT R BIT © | Y&
BRI Yol & AT Ahdl HIM Yol &1 a8 AT B ¥ faar
facie drefaret SNl | fBa1 SIaT © | 39! T Arediel goil
F 3 vl wrEfardl B gere] B S Fahdl & | [T §,

Networking Capital = Current Assets - Current Liabilities

4 4 4d 8

Or
Networking Capital = Long-term Capital - Fixed Assets
3. Rt sRiYE Yol (Fixed Working Capital) —

R Yol o1 a8 A3 i 9 & AR Haed & oy
fFrafg wu | weg @ S @Ry, el Friee golt wEr o 2|

Frfie goft e
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! Ygfa Rl vd <Tedren gl & foeT faaiae o <remrei
fawia w31 fsar omar 2
4. uRad=Na Harefia goit (Variable working capital) —
IR BRI Yol & SIfRed av & @o JEHl H§ AR B A
T & HROT uRITeNeT BRIl golt @l smaeaamdr fl U aad ¢ |
TR Tl AR BT AR & W FEH H 39 UHR DI AfaRad gofr
B ATTIHAT BN © AT UG B HROT SAS! AHT Tl 9gal el
2| fo ! raRe  feudlela Aidl | #1 SRl 2|

26 SR Uon @ fuiRa $== ar @ (Factors
Determining Working Capital)

FHIefe golt a1 7= o MeiRd o= arel Wi dca frferRad

1. I bl ™Y (Character of Business) —

BTN Yol BI ATAT DI GAIfdT R aTel Faifed THd HRb
A BT WEU € | Yerd, F$h, I, 3nfe SHgart g dar wvereit
# R AT 3R Tdha A 8 9 $F SR ol B raedahdr
Bl 8 | 371 AT |ag W& | AbS YA IR BIl &l & | $9D
Y, faemfiaT a e TR ST BRA aTel] ARerell Ud AR
wRermalt # a1 Prieicl o @) rawadhar 81 ¥ | g9 aRacdeid
AT B & SR IEfoar # 9gad RAfEs S uedr 2
2. a9 DI ATHR (Size of Business) —

UEh AT o BRI Yo @t A1 SHa ad & MHR A
UIEd: el BNl 81 TP BIC PR & Fadd & oIy Tdhe A,

uT fdet e Refiar & o oredrd B Uol @l STawgddr BR § |
TS IMHR & FaART o forg 1w BRI ot &1 smaadar il 2 |

3. Sres Ufhar @1 3/@f (Length of Production Process) —

gfe Iearest ufshar il qa oI arell g1l & o wWMifds dik
TR P Al BT [T ATl BT 99 o § A T, NI 3R 5




o & s uRummawy e wridie gon aifRe | fag afe
ITE UshaT B1 Fafy SUeTdrd BICT BRIl & AT HF ATA H BRI
ol =iy |
4. o Golt 96 (Working Capital Cycle) —

FrifTet Ooft = dedl ARl & Ha A TR g & e i
AT & WUTRYT 9 (T 71 & [0 | Adhe & agell & Tl FAE
BT 2 | Brieier golt aeh o) 3rafdy Ry ot 81, Saht anagardar
A I & s Brl |

5. P B I Y9 AT (Terms and Methods of Purchase)—

Fedl AT g I A b 7EM! G ol R S faar e 2
BT e g BRI goll @ W W usdr 2 afk e A @
A A STHRd BT A & 8 G UH A1 WE R G form
ST E A Bl ol @) e Sawrdar BN, WReg ay Wi
RIFR TR | deal A1l $Hd fbar S © dF &9 SrIefiel gon @
3MaRIHAT BRI | 3 UPHR AR Feal Al fAsbar & ol 3@y &
IR TR MY b e € o 99 (A &1 & a8 J9ax Fed 91
BT YA AT ST Hebell & | UR=g Al el AIel Tebe WIS gl
2 a1 R o wrRieNe doft & @ravem &) gl 8F Y |

6. fama @ el (Terms of Sale) —

ATel BT fasha Fae Ud SUR o S wadr 2| afe i #ra
qHE IAT ST BT Al B BRI Yo dI srawIdar aRil | Afe Al
YR J91 ST 8 A1 S I 3 A q9d e & af [f¥ed ik
R 31 BRI ol @ mawgddr Brf |

7. IqEd °sh (Business Cycle) —

Jadrd asp Al BRI Yol BT ATAT BT FAIAT PR & | <Toil
B # faspa H glg, Sl F 9G] 9 Faard & Iferar) IR,
3N & HROT 31 BRI Yol &1 Mawadar sl & | 7] & q07
AT BH B B BRUT Ay # fRrge ot 8, @R # Hagad g @
g SR A g agell d feama ol 2 | O Rerfay & riefier gofl o

Friie goft e
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Th g7 917 Af%py gs1 %8 Fobar B
8. df®w w== (Banking Connections)-

UAT ARRATY ST bt} 370 g HYR AR AT Heel H e
Bl & aer d& @ gt 9 Rree g S Bl ' 9 79 s

Yol & A gy FAferd SR Fahdl & | ISl 8 R 5 I
oo ¥ faw gee BR debdr B

9. &miw ART (Dividend Policy) -

IR HHT ISR AT AT SUARN € arier faaRa &
@ o i BriefIer ot @ smawrddr 8Ff | gl 3IR, afS Fwoe
JHe e 7 AIRT R I 3T HT FFEET FxA & AT oaw
Frrefier OO &1 A= H S A |

10. IO P fa®™ P =X (Role of Growth of Business) -
fopaett & fORaR iR e & Tr—ar el & | If @R iR
g fIpRT @1 <R &7 € A7 B BRI Yol Bl ATaRIHar sl oI
AR M & YAAFRANT (Ploughing Back of Profits) 1 @1 ST |l
2| forrg If R &1 AR s 99 W fbar ST @ o g faems
2q o Frfefiet Goft o sraeadmar ued 2 |

11. 3 BR& (Other factors) —

O A Id O, oI WX URETH, FI=IHIRI AT, IToiifidh

Ty, g SARIP, AT N, RIS g FaR BI Gfaer, e
Frefier Go @ smavgddr I FRal € |

P Yol & Wi 31rar WRA (Sources of working capital)—

FHrIfie gol &F UBR & ARET @) <HdelE R, 9o (4)
JSUBTA HEIT YT &) ST Febell & | 3971 faaaet fmforRad g—

(e) <referei W™ (Long Term Sources) —

W SR goll &1 I 9o a9 & foflg Iuhd Bl
ATl Al BT B YA =MRY | Sredlel WrFl | 8 o



I d% & forg, facT ot 81 \ehdT 8 | BRI goll & Sreareid are
™ ffafead g wad € —

1. 39 (Share) —

T et o1 frfae il GO &7 qe A 8| T hr
FAaT 3R QifieR afer @ i o) Fad &1 uge vifiia afet
(Defered shares) @ W @7 IfdeR T BT ura o =Y
AR ST AAFRM 1956 & §RT e QAT T & | GaiferdR ol
B H RFd TR G A wfT & FRE SR B 9T &
I Goll & A & forg orerfiasar ora 81 2 | Fear sfel @r
ST BT USRI & AR TR AT TaT BT S & | il 3
@ i & Rl erRied goit @ S1itrwan Wi @ @raen SR
ey |
2. #UYA (Debenture) —

01 g fEree o ofell 1 €1 wifd SRR goll @1 Aecayel dr
™ 2| s el f gRS BT FO B WG B FH gRT Fifa

Y95 BT | =09 gRb B B dFeR B © 3R Af¥ed e w0
ST U B B BhER B B |

3. yfquwifea & (Retained Profits) —

78 facd &1 U IRa ARE © Sl Faifte wxar iR ¥
ANTAfIEN A 8T © | I8 e qd wenfid wwersi gRT o fawdr,
SYeBTepRYT SR TfeReIT affe @ fory Wi febar Sren € |

4. U wwfaadl $1 fasa (Sale of Obsolete Assets) —
THR B AT I FHfedd BT g N HRE Yol B

R BT ST Fhdl 8 [T o A W) 9 81 iR 38 b 8 |
ifh gg AR, fafid iRk sifavaay g 2|
5.  EE@relq %ol (Long Term Loans) —

dol, fafamT swfEl g falre faci dwerell | e

Frie goft e
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FT UT IR N FIES golt o facias fan S wadr 2 | IR
sfenfire faw fvm (IFCI), =1 fawa et (SFCs), WRei e
fawra & (IDBI), TaTS (NABARD) @1fE $9& SSTER € |

(§) ercuPIeE ARE (Short term Sources) —

STIHTA AT H SRR BrRieNe Yol &1 @raRem &1 St
21 el ara W o FH OERl B WW STl e
frfoRad 3

1. aifiRu® §% (Commercial Bank) —

FAPTT RIS Yoll & FI9 Aol A dnoredd 96
B & | db AT 3 AR WU § k0T S BRd B |

3. Adq AE (Cash credit) —

39 AR & A dF TAT YRS B WY Uh AaiRe
FHEar BT & o arg & eifdraaw e fRaiRa e & Sl 21
rEd fAfdse A & R ATTRIHATTAR IR BT STEROT TR FhdT 2 |
1T B Y T 0T W & a1 © 7 b F9gol ifdrdd W W)
|
g d% affded -

ey S5 & wrer & TS WA egaven ¥ R 91 @ &
YEdh U4 Wi § 5 99 & faRed va FufRa W 9@ o+ &
STERT &1 Wiepfc dep I oIl & | S WD =P G B TR eI~
oy Reifcr 31 991 ST @ IR 8 99g & oy ot i 1 e St
2| FIER H AHe ART AR I ARAHY H PIg WRT AR L B
2 oife sa erawd ® % e oifty sreqara & forg wiiea fasam
ST ¥ 3R I8 T 3RAT) raRe (Short-gap arrangement) 8T @
S e ARG SUedRd A Ay & forg wiepd g 2|

W, g@a O (Secured Loans) —

9 S9 FETdl @1 ST B AR TR Yhged A < 2
a1 I G o1 FEd | U I divew, o 9 @ifdard s




P AR W T USR B UGG FoT Il | FoT a1 arodt
Thed AT fwdt § @) O el |
g. faai & @R (Discounting of Bills) —

STH UTed §F BI 30 U [l B 1venepd B9 ed W 9
T 2 3MAAT AN AT B IR W PO H ol ® | gRIaEdr o
ffr W 9% wag v 9 A o1 gl sifehd Jou wr R o 21| 39
UbR UTeeh Pkl Bl gRIT Bl B ISThR  MaeIHaTgaR e
U R oA B |

2. YR A (Trade Credit) —

T A ATIATRID ShIgAT bl AT fdhdl W bl B oIy

3T W & JTgIR SUR et S § et Yo a1 3 Uaged
a1 feed # fFar S 21 S 39 SUR We @ forg faus,
ufieT—u=, goe, anfe forg faw o €| 391 fafdy # SeR R @ =@
fom ST & uReg agen fAshdT Aot @ AT 98T IS & JIdT 8 | 39
ThR IS BT by Tl o1 gfl B off Il ¥ | AR A B
3rqfer g 15 &7 & 3 H1E I @l Bl © |

3. ¥ WEBR (Indigenous Moneylenders) —

BIC T FH MBR & IUHHA I HTIefier Yol T Fgeayor
e <o AgPRI W UK B © | A AN RN Bl &R AAF gl
TR T oA TP IR H G g T H & W § | il
e & B
4. o fR89 (Public Deposits) —

TE Ud RIS @ Gl ax et # o e driefier goft
BTy AT X8 & | aHE § o 7 ardete e & prfar 39
AT BT TART FRRR PR 2T & | S ST 37T & 79 T Hedf~iaf
@ U ST Y § o b S @rol fAerar 81 98 9nE sl &
fo gEe |a7g &1 ARl (Fair Weather Friend) Rig 81T 2 31k dae
B RIfy # STHTHAT aToRA B T B Fhd E |

ERNIGRCIR L]
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5. U8dl ¥ AH (Advances from Customers) —

O AT & AU 8D I AT & M b ATl Fof
T 3T YT T H YT R ol & Sl BRI Yol BT AeTprei
A BT & | 98 GO U R BT ANTd g ArE € R®ifd 59
W HIS TS eI AT TS B | TR UT: VHTAIpRY Feemm € 59 A
T @I WA $R @1 R # Brll € S8l W UES B N I WIbR
PR BT a7 Bl © | Tt arararer H 3R o7 | &1 9 e
81, 3 WA BT BRI 81 of qhell 2 |

6. 3M=IR® WRM (Internal Sources) —

Frfier GO & forg a9 @1, -f & forg wraem™ g Suifra
IR SR 3R T BT W SUART fhar ST AhdT & | o # | |9
AT APTAPR T¢I BRI 1Y 9 A9 TP BRI Yol Y& b
2 99 a% & P Rl GHid T 9 &) S erar A & Wy H
faaRa 9 forar IR | =0 TR BRI & T ST Uraen= o Sirem € 98
T R oRTel W I AT ST © | 59 9 @l sy H I8
BT BRI Yol & WU H TYH BT © | IUTrSIa g1 BT My
A I B T Sfeblel AR B ¢ |

7. 3 ¥EE (Other Sources) —

O I WEA & — (@) PN HerRdl, (@) yeHsDl G
HeTeAd! & FHOT (F)— BHATRAT BT i |

2.7 RIS

AR & &S BRI BT Fake T I T B TAqT Gl B
ARG BT FIRR 1 @ & forg wrdeiet 4of simawarss & | 399 Adhs
ga=r ureft &1 yawe ud efoar yery aftaferd fasam simar 71 faw vewe
& & gRT RIS Yol Uaw & Sf=iid die] Arfecdl T ] aTfieal
$ e IR A @I AR B uge B S ©

HIA GOl & R R FHfcadl & 99 AT 9 W
I HATe H U WeU ¥ AR W6y H gRafid gl el ¥




fooeg g1 wfeaep a1 & Wl Uebwa el € | Brdeiel Yol & araifds
AT | T AR Uawerebl oramdTela], SudhAdl iR sfefem=l
# gt Aove €1 g g™ are wwfcadt @ AT o R $on
AT 8 a3 ATe) IR & HUR dTe], FHIfcadl & A Bl &
PR IOl Fed € s9a IR g™ &1 v Vo aif @1 & S 59
Frifie Ioll & 9 A goRT @ R T8 2 3R I 39 afhg Il
PEAT AP IUYFd TS T |

2.8 I&Ac!

1. 99d s Ton — 90T a1q SRl & I B o
FHried Yol wed © | 3R I8 SR Uol &1 aRvIed SauRe & |
2. fer osEffa G — aufe w@en 3 @ swfadl @
U <ATH AET G911 Xe 3R $9 YaH A3 Bl 8 ReR Hrfeier Yoit
HEd © |

3. uRadweiie SR ol — 19w @ STeRAS saegdmdrsil
B gt @ forg o1 sifaRad doft T Seh 8 | 39 uRadele swrfefia
ISt @ed & |

4. =g wHfcdt — U Eidl S ed’ & dre] drl b
foQ WA # @ Sl | @ne], gefedl dean g |

29 W-NRd YA

1. SR OOl & oy @ wwek €7 priEie Ioh @1 faf
STaRROTSAT T qU BT |

2. ot e Yot Waeqel Refd & wdfie &l B, wafe
STITIDHAT 3 31D FeT Wiery, PRI Yol Tvs ey
! gl A S € 17 390 b o A H el Yol &1
farzeryor I |

3. Hriefia Oof &1 ot vd 3w feiRa & arel awl @1 W
PIfSTY |

ERNIGRCIRERer]
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32

P — 3 BRI Goll ST FFAE  (Estimation of
Working Capital)

TP B HERAT

31 W

32 YR

33 HRIENA Yol &1 SgHA

34 BRI Yoll & A @l faferdf
35 ORI

36  veErEel

3.7 I—Rd YA

3.1 S{]YW
39 SPhIs B INLUIT b SURI 59 AN B Fhi fb —

- PR YOl BT gEE I 6 |

- orfie ol T S ST aTell Rt T fager T R W@ |

— A T arelt fafEt & A | Sl Yo @ Torer e
qD |

- I &) SRl Yol &) snavgdar &1 fAuRer @R A9 |

— Yo goteq @) fafel @ @ o w9 |

3.2 UG

oA Td R ® foy BRI Yol &1 g oI e
BRI 2 olfhT IMaTIhal AR B -1 2| 9 IR R IAD
ST T B U WISy Y snaeaadrai o gt & forg i
Uoh @1 orge faf=T fafdrt & e &1 FiRT @vcht 2 | IRgd ST
H SR Yol &1 A o arell fafe=1 faferl &1 faveryoners
eI B T |




3.3 oriEfia Yot &1 gae

FROT BRAT T AeaqUl P € | AT BT RIS Yol BT fFerRer
PR B ol SRR oil &1 SIAM ST MaRAS 2 | UTd: |l &
forg foca & wifte fafdeT Tommelt W smenRa &l ¥ | o wridfie
ST @1 AN WReNT &1 = I5ew B © o fcha wdt §
IRIT TR Y G TGS |

3.4 o Yot & e @ fafft (Methods of
Estimation of Working Capital)

frdl ff ggal¥e Supd ¥ aqdag & a9y W) & foru
PRI Yol @ saegear &1 qaiga T U Aecdqul ATaslRe
AT B ol % i v & e o ® s9a forg foee #
J B1g W D VAR FH g o Fahh |

1. gRarer™ @ afa

2. drq AEfcl vd SRl @ gatga Qfd
3. P YEgAaE AT

4. verdt e ferest Af

5 AM—BIN WHRISH Afd

1. 9Remem = Ay -

TR 31eraT HaTer dsh faf & gRT Tl & JAdbs hrRIN
&S ot qatgA o S ¥ | 5 R & sgeR erider 9o @
FERoT el aafey faRy & ot uRerer =@l 3§ 39 s@afd faey § g
BT TS GRS =h B HET BT YNT by S fobaT ST & | ehS
A oA A1, el A o [Hd W, [T w9 9 R 9 e 9,
A NG DI Gl J8! R @b BIaT © | 37T I Yol dl AT
BT G T & ol fe qRaEre 3, uRared = Fafdy dem a9
% URETeT @bl &1 ol AT DI VAT ALIS T, Sl AT H 9
bR B ol & —

Friie 4ot # eTEe
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®.  URYeT a9 —

el erafer & uRenee @t # S Ay & ARl oy, ofda @
g9 il 2, gemafe @, sy 9 fAaver @, eanfe @1 wfie
A | 39 @Rl § IR Ao 2Rl O, B S ARafcadt dT JrueiE,
anfe &1 Affaferd T8 e € AT €1 3R Sares fAsor # gRadE,
I R H gRadd e & Bovawy ddi # 8 dlel R Pl
AN ®R forar Siam 2 |

w. URaeN 9% P @ —

R @ B Aaf & AT BT VAT Bl AHE b FIBOT
IeATE Yfshal, TR ATl & AYSOT oM <TaR] A ATFd aell B 3rafe
1% I H A SIERI BT A B A@AM B TSl XD B AR B |

sad g3 = & —

Average Stock of Materials

1. Raw Material Storage Period =—— -
Daily Average Consumption

Average Stock of Work in Pr ogress
Total Factory Cost / 365

2. Production Pr ocess Period =

Average Stock of Finished Goods

3. Finished Goods Storage Period =
Cost of Goods Sold /365

4. Average Collection Period from Debtors =
Average Debtors + Bills Re ceivable
Total Credit Sales | 365

5. Average Payment Period to Creditors =
Average Creditors+ Bills Payable
Total Credit Purchases /365

SRIFT 1 9 5 b P AT B (A § H 5 Tl <7 R GReTa
I B Iafey foar § S B S B

T 9§ B RGO T B FA G

8 U 9 B Gl o] AATT 365 H URATAH =5h DI Faf BT
AT THR S Bl Il & |




365
Period of Operating Cycle

Total No.of Operating Cyclesin the year =

g prdfa o & gl —
99 & qRUTe @ 94 & qReErea bl B Gl AT H 9T
IR BRI GO &Y T B S § G w9 H |

Total Operating Expenses

Working Capital = - -
Total No.of Operating Cyclesinthe Year

T  Ieteanl & fag gEeEm-

SIRIET UHR A T SR Goif # smaRAawant & fog
BB 3R R ST & Sl & | Y gafery fobar o &, w®iifd Suga
o Qo g A 8 q9 0 eriea fo uata w2 e
AT H A=A BT g} DR b o1y SATepReeparati &1 e foban
ST AT B |
Example :1

g foifics & amaedd SrElie goll af 7o Hiforg —
1. rgeifa aif¥e f3sT 10,000 SHEAT 4 . YT FHE BT R 2|

2. IqTe T faehT &1 A= e @il 2 | 3R 99 Wi 9 U
NESINURERIE

3. AT AT 39 UHR & AT 2.00 . YT 3HTS, 319 1.00 .
ufer g1, SURIT 10,000 &. |

4. TTEDI BT 50 a7 @I YR & TIRN & AR e | 40f
P IR U BN 2|

5. ®od A1 Bl 40 faF BT Yl d1 IR AT B 15 T B gfel
qUgR # @I Wil 2 |

6. ITEH @b 20 3T BT & TAT SUTEH b & URAT H & ATl
&1 fafas o fear S 2

7. Y ird riEd Yol @ e dlerg 2R rdmReddrel &
foq e w9 § @ S 2

Frife 4ot # ST
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Solution,

(a) Total operating expenses for the year Rs.
Raw Material (10,000 units @ Rs. 2.00) 20,000
Labour (10,000 Units @ 1 Rs.) 20,000
Overheads 10,000

50,000

(b) Period of Operating Cycle Days
i) Material Storage cycle 40
ii) Finished goods storage period 15
i) Production cycle period 20
iv) Average Collection period 125
Less: Average payment period 40

—
(¢
-

No.of operating cycle in the year = 365/85=4.3 Rs.
Working Capital (Rs. 50,000/4.3)

—
e

Total working capital required 11,627.90
Add: Reserve for Contingencies (1/4) 2906.97
14534.87

2. 9 wHfadl vd Sl @ gatgae AT (Forecasting

of Current Assets and Liabilities Method) —

aTe], FRfTdl d e J1RIEl ®T qargA e srieher Il &
AN @1 adHH H HaidE vafera 9T 21 59 AT @1 s @
JeITd A 1975 H YTl <vs AAfT = A1 faar o qorr Al =maiRe
d, yRAT sefie faerd do 7 ardg shenfire 9 va fafanr
o g QA @1 g PR I £ 39 AT D ATAR BH AN
37afey H B aTel o <A & MR R Ale] FRfcqdl aF jdHe ARTd
AT R o & R S YR =re], STicdl o1 1 S/gAT & ofdt
2| are] wHfcaal § ¥ Arq] SRl BT "l o R BRI goll @l
HIAT AT 8 STl 8 | PR Hrieiel ol T &1ef =re], el |
SR TRT 1 A1 a7e], AAfecdl & SIgATd Jod @l & SR don
A foram Sirar 2 |

facia vd @mRe demt FuiRa oo § e $o @
A 3 T B MR TR oIl & —




Statement of working requirement

Current Assets Rs.

1. Cash
2. Debtor or Receivables L
3. Advance payments L
4. Stock
5. Others

Total of current assets .........ccceeueeee
Less: Current liabilities
1. Creditors
2. Outstanding of expenses
Working capital (CA - CL)
Add: Provision for contingencies

Net working capital Required L
Example : 1,

e fofics &1 oM 2g A gEeg Suerer § —

1) foTa 99 # IAET 2,00,000 FHISAT HT o7 R g9 9§ 1 g
TATEH TR P g9 IEET IR & |

2) NI ATl & SIAR RN AT 60 UfRId, s 30 ufierd
3R SuRery 20 uferd faswa HAoa &1 2|

3) el AT STeA B FTHT 9§ gd U HIE dd HUSR H <&
B TR B |

4) WK A1 NI <1 AR 96 MeM ¥ e 2

5) ST BT YAD Fhls Pl Uh A8 G- Scared Ufshar #
B P FRITIAT B |

6) el AT B gyt o fafdr | syffwaiell gRT U W @1
YR g @ ol

7)) fwa o fY 9 6 @1 Q1 A’ @ SuR & Ol 2
8) OGNl BT YA TP A8 d1e fhar ST 2 |

9) fama g i o€ 9 ®. T

10) Scued 9 fasmg 9% Fafid w0 ¥ 9 & 2

Friie 4ot H ST
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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)
Materials 90000
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.:

1. Sales for one month = Rs. 1800000 x 1/12 = Rs.
150000

2. Material cost for one month; 60% of Rs. 150000 = Rs. 90000
3. Labour cost for one month =30% of Rs. 150000 = Rs. 45000
4. Overhead cost for one month =20% of Rs. 50000= Rs. 7,500
3. &s q@gaE AT (Cash Forecasting method) -

39 O & orafa i & IR®™T § Abs T BT IMUR AT
BU I AR H BN Aol AW 3 UG g Bl Hal Bl gargHr



TR A AY BT FROT {5 S 2 | S Adg MRy a1 &+ ot
<t g | 39 AT H S srafy @ wiftast wd el @ srgAra
foar ST 2 SR 3@ 3R | s BT FHHI AT AT T BT S
2 Adbe B H BT e g N 9 {50 da | faar s 2
K g AT AP goie Pl Bnl & |

Example -1,

TR S B 31 feARR 2008 BT G B dTell faATET &1
FHrfeie ol & aref yewI 2q SMawdd JUds VR BT A o= |
1. fama &1 50 Ufderd Fas # BT & SUR fama @1 8o wfrerd
faga & orTel WEM # SR ¥ US AIE 918 e BT T |

fasma s 39 UBR € © 3R 75,000 .RITHR 60,000 .,
JFcEy ¥ TR 80,000 . URT AE |
2. 5 AR FHE Bkl U R & oIy Al 9ad Adhs $Hy by
S g o O (ereeR W W) @1 B d9ie 40,000 %
gfomrE 2 |
3. 3if<a fommE # Ao &R Ja9 doie 10,000 ®. UfHTE ¥

4. foad & el 9 o = o1 9oe 39 oK g | Al o
13500 . BT 18000 %. fdshd <Ig 9000 ®IRMNIMG &R (dHdel
JfFceR Td faawR # ) 5000 %. URHTE |

5. 37dcER A8 H UH QR AL 50,000 . b SRS Adbs @d
ERT ufoRenfud e 2|

Solution,
Statement of Cash Estimates
(For the quarter ending on 31st dec. 2008)
Months
October November| December
Cash Inflow
1. Opening Balance - 39000 16500
2. Cash sales 40000 40000 40000

Frife goft H e
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3. Collection from Debtors 31500 38000 40000

Total : 71500 39000 63500

Cash outflow

1. Cash purchases (less discount) | 38000 38000 38000

2. Wages and salaries 10000 10000 10000

3. Manufacturing Expenses 4500 4500 4500

4. Selling expenses 3000 3000 3000

5. Administrative Expenses 5000 - 5000
6. Replacement of Machine 50000

Total : 110500 | 55500 60500

Closing Balance -39000 | -16500 3000

Working notes:

1. AR e H AdGs & URME A9 9 a1 89 & SR I
HET T B |

2. BN bs I 9 B8 & BRI Big fear 1T |
3. SRR | IHs aell BT AT I GHR Bl TS T |

TR | R |ararear | TawR | fedwR
SR g (fasa &1 50 ufoem) 37500 | 30000 | 40000 |40000 | 40000
SRRl ¥ T W8 & SUR famy — | 30000 | 24000 |32000 | 32000
T 80 Hfcrerd
TR ¥ A &1 Al & SR - — | 7500 | 6000 | 8000
fassa @1 20 wferera
Gl AT — — | 30000 | 31500 |38000 | 40000

4. vt aiffe fRreaT AfY (Projected Balance Sheet Method)-

39 fafdy & orata ST rafdy # B aTel o F—<t @l e |
G gU faf=1 UeR @1 Frfcrll Ribs ®T Bledr) AR aTd@l &1
A o forar Srar 8 1 59 gl H vard) anfie fereer & o
21 39 fuce 9 9rfcal vd <l & ofeR S 31afy @l srfeiia
Goil A1 foram STre & | afe i vet &1 AnT efed uet 9 SAfdd oy




Al U8 s AR B TSR BT & RTRID] ATTTIDBT HeAT BT el
2rft | 39 SifiRed s & AT &1 AT YaweF QIR R FahdT
2| 9 fAud Ife e ver &1 A1T <1 vel 9 ffds o1 1 I8
BHIIENA Yol BT B! BT Fad BIAT @ STGD! STRRAT G Pl HRAT
@y |

Example : 1,

arg fafics @t afer Yot 500,000 HFAT FAT 1,00000 . B,
2,60,000 %. IR FAfarAl # AT &, vefoar den aer s
65,000 %. T 2,00,000 . & ¥ 3R &R 30,000 %. & | ATGANIH
fopar # gfg @1 N @ & oy 9y & o b Bl & 'R H 50
URRIT gfg &7 IRATT 2 | Yol AR auie & SR 20,000 . B
M a¥ # WS BT UG 8 | 60,000 . B G @M Bl 50 Hfererd
PR D oY WU PR B d1e a¥ Bl AT ™ 1,05,000 6. 2 |
31 3T T YFTATT BT A 90,000 . | AER A 8 B
FETAT & | 5 URTRIT SATIeT GebhdT dBRAT § | TIT 3Tt 9¥ & fofg 10

URIRIT SATIeT $T YR & | SR 4 A18 O IHRIT 81 B A
2| Rwa aoic @& AR a¥ &1 fama 15,00,000 . ¥ | faF=R 2008
DI e ¥ fIcer aaR FHA Yolt  SmawIddr dl STA

MY |
Solution
Projected Balance Sheet of Y Ltd.
(As on 31st December, 2008)
Liabilities Amount Assets Amount
Share Capital 500000 Fixed Assets
Balance 260000
Reserve & Surplus: Add. Purchase 20000
Balance 100000 280000
| ess:Dividend 40000 Less.Dep. 60000 220000
60000
;Add: profit after
Tax 105000
165000

Frife goft H e

41

forefrer faofar

42

Less: Proposed

Dividend 80000 85000
Current liabilities: Current Assets:
Creditors 60000 Stock 97500
Provision for Tax 105000 Debtors (1500000x4) 500000
Proposed Dividend 80000 Advance Income Tax 90000
Overdraft (Balancing Figure) 77500

9,07,500 9,07,500

Working capital (Overdraft) = 9,07,500-8,30,000 = Rs. 77,500
Stock =65,000+50% of Rs. 65000 = Rs. 97,500
Debtors =15,00,000 x 4/2 - Rs. 5,00,000

5. ™ T GEEeE A (Profit and Loss Adjustment
Method)—

39 AT & I I arel 3@afd & oy smaeds wRiRfe goil
BT AGAH o &g A oF—<1 &1 qaigae o oI 21 59
TR S 63 T gg o 7 IR A 7¢ AfAfera wedht €1 gafery
BT Yol Bl TN HRA FHI §ADT FHRIGH fhar SIam & |

Example : 1,
TR B Bl Folcs o BN @rdr 171 gaR 2|
Rs. Rs.
The depreciation 20000 By Gross Profit 210000
To selling expenses 10000 By Interest 15000
To Income Tax 1000
To interest charges 4000

Tolossonsaleofplant| 10000

To net profit c/d 180000

2,25,000 2,25,000
To dividend 30000 By Net profit 180000
To Balance C/d 150000

1,80,000 1,80,000




SINICRESCEINE
qY & SR 60,000 . DI AN DI T AT v TS 2 |

70,000 3. B ARTT BT GRFT WAUS 5H WR 32,000 . Yh{
BT © Pl 25000 . H 99 S &I WA B |

¥ & SR 20,000 ®. & T UF R g IRUGd BT |

40,000 . B THAT 3 Tbe w0 A AT fby STRAT | Brieha
Uo7 g A1 HHT BT AR A B FARAISHT AT 3 FeiRa B |

Solution,

Rs. Rs.
Net Profit as per P & LA/c 180000
Add: Non cash charges
Depreciation 22000
Loss on sale of plant 13000 35000
215000
Working capital provided by Operations
Add: Cash inflows
Issue of Fresh shares 40000
Sale of plant 25000 65000
280000
Less: Cash outflows
Redemption of debentures 20000
Purchase of Plant 60000
Payment of dividend 30000 110000
Net increase in working capital 170000

3.5 AR

SRIFT A= gt &1 seggs o9 & U AR Wy H
T8 HE Sl Aadl & b S Yol & Yargad & fofg g9 ad-idbar

Frife goft H e
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B Th I vawae @1 aaae ufaeadt 1 # SEeR) /e 9gd
Aeaqet | fT 9 denfdal & ue Oy yews ol & g9
Te—aTe uforeadt I H raar Ferr # ferd B8R | wrieie gatgAr
@1 g Al SaweagdR qfds &1 Ser) g H [Af¥ed @)

= 2 Oy g Farerd # S g 2 |

3.6 YIsgIacl

o oo = AT - 1. e G Bl 3rafd, Farew @1 A=
SFaITAT BT 7afS H MYLT STAT GIRT WGt AT BT FARISA
IS AT DI RN B |

* I &Y : A b Bl el g H S Iy # fby wy
it @ fEh @, gee @y, e faaro ag (1R
e Tl Pl BISHR) WM P ¢ |

° [URY @ : fa @ § wean wa Mg A H
gRaffd BT 8 SW HURY 37af FHEd © |

o 3T agel Ef : RN | I wu U '8 #
3rafdy el 2|

o  3Wd YA &M : TFERI B AHe YIAH BRA H T
3rafyy ST B | B AT I A FEd F |

3.7 WP Y

1. BRI Yol qaiga & a7 1R BIT 87 §9 PR & AN
# wya faftrt @ \ferd e Bk |

2. e Yot & fagelyor & oMy @7 FHed B | 39 YBR B
fageryer § yanT @ S arell fafteT e @ fRaeer S |

3. BRIENA Yoll & gargae Afoal @ e arer Sy &R
Ry w9 9 uRere g% AR a1 Ty |



IR — 4 T UG W el & e
(Inventory & Receivables Management)

FPIE P BURET
41 I
42 YRETEAT

43 TP BT UGHT
44 U AT BT UG
45  ENE

46 TG

4.7 I—Rd U

41 W
S SHBIE Bl Yo & d1G MY 39 AN & AP b —

° B BT 3 Il D |

® W P UTH IR TS |

e  uw R &1 oef Far WD |

e U IS & v R Fa |

* W U4 U Rl @1 AT BT Ve ATST H Hew adl A |

® W Ud WY IS & IO BR D |

4.2 YK

T Gd U a4l o1 vaw S & forg v Aeeayer ufhar
2 RS MR R HHHT B 3TARE AIAT D &THAT BT 3fiber fhar

ST D | IR DI ¥ Wb Ud Uy i B AER AR Bl TS
2| g o1 [ffare W & & ey &1 e Wifde aeamas I 8ar 8
FORTH 1o Ter= b A S R g ey uredt bl fafnT & wu
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H AT ST & | i uTdi H Be A & o ewRIR B SRl § |
SHF € T e & fory Ayl € Rl amer @ T8 2|

4.3 ThY DI Y9 (Inventory management)

IH=T BT I b= & Hifcrd Feag= & erar & s qomr

eI forar W SRl B | IR STl ST 31 @MU WU W ST
ST B | e # fafie avgelt @ <& T A | g ¥ rid afe
IR AT &1 ¥h Sfd & df Ut & dar Sfad &1 3 &) o
T | Whe 3feraT Ve fH f Hen & Icred der famy @ W
T FD g BT B Bl 2 R Y A7 Are] Wi | waffe
T 3TEH BIAT ¥ | Hfiel golt # ¥hwy o7 rgurd 30 Uferd & 80
RIS & Gl Rl & IR SHH AT Yol 1 (T 81T & | 6wl
& ReTaT § el 3R fAR-ORdT s Y@ & foy Whe @
SR ST a7 vd gaeer aif siasae 2 | 51 BRI 9 I8 Hal
ST ® &5 IfS yeIds B oF @) raegddn 81 dr U IEfrr wr
<A AT |

Ih e Feg qI Y] Wh R Taw I A o9 1 2
Ih BT A W TR A & BT & ST fohl e ar
SHETS IUHA & GRT AU AT Fale &g I ITd T ST

T Rra®r Sgewd 9@ fawa o sremar fawa & forg Safed &
S dTell axgait & v § SAST YART BT BT © | bl ) ugfed
R T Bl 3R gRaceie el © | Wb H agun efaiad @
afffera far ST € w= AT (Raw Materials), fATORES #Arer
(Work in process), fif@ #Tel (Finished goods), 3= ATt (Other

goods) U 3T Sfed o arell AUl B FAaH daRTd W)
IR WR S @ BT TN a7 ST & | 98 U A yomeh
2 foret facia sraifrer Sfa T o1, Sfera #mar # |l @ sfra
Y g ATH AT IR YT GRREd wwar @ R b e 31
AT & iR weafcd &l e fhar ST e |



HAT Y9RT & SqQW (Objectives of Inventory Management) —
1. 3 @1 SF @ SET BT R G|

2. T BC B A o |

3. QY ANTd H B

4. I IR DI UG |

5. e B SIRIH BT HH HRAT |

6. ¥ B Wh H AN _AaH S|

7. T B SR el 9T AR B AT |

8. I AT @1 WH B ST &1 WG BT FHIT |

o. g H MaaR am|

10.  UTEHI Pl S HaT UG PRI |

1. SRS I g9 3R AFRE B gl gARed =11
12, <RI B AT GHErerdr # gig o

13, ARl & ¥ TN H ST arell g e #al 9 I BT |
ey § fafafsa wr & fAufRa =9 are 9@ (Factors

Determining the investment level in inventory) —

TS FqAR B IOl maeaddrell @ e § [ad gU
B B AT HEIRT BRAT TSl ® | TheeT DI I AT 7 AT Mg Dbl
3 31fdp B @R 3R T Mavgedr I 6H | rfd b P AT Bl
3R 3THetcd BT @Ry |

T § Ry oM arer At & W @1 REfoRad dRe
ywifad & & —
1. o= d1d @ AEH I§HfT (Seasonal Nature of Raw

Materials) —

el AT fhxdl faey A # € Sueies BT § iefh awern
SABT RN JE—RI=T fhar wxall & a5 A9 3 S AT DI hd R

WY T W faet &
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G e gol i wee gt

2. ¥ %9 W %y ¥ F°d (Economy of Large-Scale

purchase)—

T faRy RIr qe, 31fde ge, uRaed &g d g, Y
BT M I, X U B Al B | 7 W9 F9dl 3 SubA Afdd
AT H A 5 A @ forg URT B wehdT ® 99 Wh H fafae
31fSres BT |

3. |HY dd (Time Factor) —

SUPHH b Hed Al B AvS] 9T Rrd & iR F 997 # &
Mgl B Fadl § A1 daet &l A T & Ied & o dear A
B W T @1 T & SR faferaio &9 gar 2
4. =9 gREW (Loan Facilities) —

T Pedl Al Bl Y < el & AR TR fbar Sirem g 8k
A gRUFdT ®1 fAf W =1 gsar 8 | fR el A1l Bl ST
R 5 7 iy weemslt & %o fia o 2

5. ¥ WR ¥ S=@Eed (Price Level Fluctuation) —
If Fiepe wiaw 4 G gig &1 F=ITaT 81 a1 B Sifdd Al

E¥IE IR BT B el i § [AfFTe ¥ B8R | o wiR
# fRTae &1 TG 8 W ISR H Adl @9 31 ygfd BleT o
Rerfer axft 21 ol wie # fafee &9 8ar €
6. fdshg @1 AT (Quantity of Sales) —

3R B4 & Ay @1 /A1 @Y 81 @ 98 [T A1 &1 9osR
N 31 ot ok ARl @1 TR o9 BN
7.  3mgRf <@ (Supply Conditions) —

I P Al B FR=R MYl afer < 4 8l § A1 oo wid
IGH & HRY fafRisE W &9 8N
8. 3 T Other Factors) —

() s A areier () Fiftd aeg BT SRR e A




IR, (3) B_1 H gfg & Fwiraer,  (4) ol I WRIG B B
ST (5) TR AT # uRacH  (6) aoIR # 7=l @1 Raafa vd (7)
A |
T Ye ® SUBNYT UG dd-ia (Tools and Techniques of
Inventory Management) —

AT YET B fhanett BT yera Rigredl & QMR 0R
TH B &3 H I & Th T HEeTldl © | Wbl Y=y Bl q=T

T Wl e, Wes, FRE g ey 9 e § | Ak

] UaE & SR SO~ AAIISI &1 Ge i fhar <mg ar
fafea 8rm & Hera: T e &) T T damiial |\ 7 |

1. onf¥f& ey AT AT €. 3. FY, (Economic Order Quantity
orE.0.Q.) —

Th & T H ST A e W & [l 7 &l iR |
B PRAT T GRIT & aX &1 (AT FHRAT B 2 | AT AR DI q8
HAT & R R ARG =g 81 Afe WRer A Al 9¥ WR & forg
3RS Hedl Al U & R H TG B Bl § FUS0T HRA Bl
ot o el © | SN 3MM¥H T (Ordering cost) H @7 &1 maf
IR Wb Y& B AN (Inventory Carrying Cost) # gf 1 SITgT |
598 fauRd, afe | BI-8IE 93 # ey <l § Al 3fded
AT H AT AR d gfg B S UR] Wbl I B AR HH Bl
ST | emfdfes ameer AET FEIRT FRa 9T |1 ARTdl @ e
# @ S 2

g WU H,
No. of Order = S/Q
Total Ordering cost = S/Qx O = SO/Q
S= @ d yyga Al B B qA
Q= 9T 3= @1 AT
O= ufd 3w &I e AN |

Y T W faet &
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3. 3¢ NI (Ordering Cost) —

3IRAT JMMSTH SN ST &R & folg R a9 & A< ArTal
BT AN TRD IGH Y WR B MR BT G BT 91T <7 MY | IR
@ AT AR B AR SR YA AN 10 6. H 20 .5 94
ST AT |

§. W @4 P @G (Inventory Carrying Cost) —

9 MR AT HRAT BT UM B A1 & AR ITEH & forg
TINT 9 BIR HUSR # JRIET @ STl § A1 Wl 3@ D1 AN TR
IR B | 39 IR & — b H A golt @ arre, woeRr
g, 997 @R, A 3y, FeE Bl BN, oNfE | YR & Iror
3MANT 7 §9 SNTAT DI G SN & 15—20 UIRIT qeb AT favam
T onfde ameer AET S wWR R MuiRa @ oIt @ S w SEr
SRTAT T ANT <IATH 81 | e ameer A FHuiRa wee @ Fferfad
A faftrt Bl
3. favowurrs fafr (Analytical Method) —

39 fafy # wrnh @ aiffes SwRT w1 @ A= e
@ It # fIfoTa R foram ST B | U ST & SMHR & ST
AT 3R WH=T G Bl AN S & S5 QFT BT S foram ST
2| ORI PR & AT WR ol AR FAqq 3l & S &l 3nlid
3fTer AT A foram Sar @ 9% fafy wRel 8F @ dase o v g
TR (Trial and error) TR 3MMRT 9 & HRY HH WG Bl B |

§¥. dioeria fafr (Algebraic Method) —

Ig waite et Ay @ RSger ufiues foees & g
frar T & | sty 39 faew 9= faf (Wilson Formula Method) +ft
FET O 2| MRS s W @1 FufRer e fieefia g3 @t
[ErId & fdHar S 2

250
EOQ=,—
e C



EOQ = e 3w AT (Economic order Quantity)

S = i SYINT & G gTe (Estimated units of
annual usage)

o = qTfies IUHRT BI AT TS (Ordering cost per unit)

= ThT G B AT BT URIed (Inventory carrying cost)
9. @A faf (Graphical Method) —

59 fafyy 9 &9 3w &F & AT Ih R DI AT q2T B
NI @I A e PRI & JFAR @i W aAfdha o 2 |
3T AR ML ATBR B AR Tl Il 8 | STafch Wpeel 3@
B AN Tl S & | 3 Gt AT o ugel "eedl € v ggn
el B | RO fag IR Gt Td <IAaE B € 98 i amaer A
fag 81T 2 |

JereRel gRT Al &1 wiaRyr — 9 SeER ¥ anfde
3T AT B TOET AT BT el YR e far 51 9t §

CURCZASERIN — 400 TPTY

Ofcr 3ee o7 B ARG — 100 .

T G D AR SPIS ANTG— 8 .
@) freemonee 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

Y T W faelt
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foefrer fofar

52

A ST AT 100 SHIS S Sial IR Gl AR FAdH 800 &. & |
| dowordE faf

250
EOQ=,—
Q C

E0Q= 2><40;)><100

=,/10,000 or 100

Example:1,

TR ST TP & TBR & SATE BT UG el & | SeTg
& SAET T Hed A D 10 IHISTT 3MaTIH B | A W B
FHAT 12,000 SHISAT BT I Ufd 9§ B T 9Y R I
@I AT ReR ¥ | dod AT &Y U 3MSY oFTd 200 . 3R T 318
WA @A B AN 10 w7 (Q) e omew AT (@) @
T ANTa iR (/) ufy v sneet @ Avem B S iy |
Solution,
(a) Economic Order Quantity

SO or Annual requirement = 12,000 x 10 = 1,20,000 units

(0] = Rs. 300
C = Rs. 12
E0Q= 2x120000x 200
10
=4/48,00,000

=2,190,89 Units

(b)  Total Inventory Cost of 2,190.89 units (Ordering costs + Inventory
Carrying costs)

Ordering Costs = 1,20,000 x 200/2,190.89
= Rs. 10,954.45
Inventory Carying costs=  2,190.89 x 10/2
= Rs. 10,954.45
Total Inventory cost = Rs. 21,908.50
(c) No.of Orders per year= 1,20,000/2,190.89

= 54.77 times per year



4.4 YA PT USH (Management of Receivables)

o A BRI Yoll Ua @ US Hew@yol Ugq] © | ik
M H ARG B IR TR AR B Tded 9¢ AT 2| qHr H
JAE IS HRAT Bl U+ fAeh! & TR Pl I+1¢ G+ Y et @l
AT H 9fg B B o ATt BT SuR fasma w B € | s i
3N UMl # Ud AT BT AT &HAT & ATTHARIDBRIT HIA
& HIel T BT SuR fasha SaRerd & a1 & | SUR U8 & 4797 2 |
319 T I8 HErad el W SusmAr # FRarel & W& 8| SuR fawma |
A A & foIg AT 81 STAT 8 | HRAT §RT UEHT Bl Yawd e
TR Gfdem & & HROT YTl BT ST €Il & 99 o 37 b SR fdeha
P T IGA DT TS RN UG BEANN © | el Feieadi # urei o
3TUTT 15 UfRId ¥ 25 VRIS T AT AT © | 3T WReIT & el

HATer &g Ul o7 GRS Ya=T foar S sawads g € | Ut o
Uy aRad # SHERI IR U fAS & guawe ¥ wEd B 59
o= usqy Affera 8 & —

g R @ A ud R e PR

9. 9rg El $r eRer

| 9Rg A @ e

T Ul @I ggell A b1 R g

R RO e B A TR L L

i & IqQ¥d (Objectives of Receivables) —

Tl & YT P G IGaT WREAT Pl AT T A=A
S H AJe SR G B Hed H gy PRAT | AT AR Bl
Sged fama # gfg o € @1 9ot R SuR # &1 8T | o
Tl & U BT IGSTT AT B AR BT 39 UHR Ja=T B A 7
sy fs faspar @ ofg & T ggd =it &1 SiRew &1 ~gAaH
T IS F | ol & Jord R g —

Y T W faet &
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1. BH ® g Pl ARGTH BT,

2. oMl H gfg @,

3. fawa # gfg &=,

4. SIHSdH WR T <AGRl H AT PR,

5 WG P AnTd b R @,

6.  ufovudl &1 @A |

=t § Y @ PR @1 yuifdd $Re drel o (Factors

affecting the size of investments in receivables) —

TP T U4 U SR Yol & Aedqol ged © | uri #
fafart @1 oMeR w8 dw@i W R wRar 71 giem @ gfe & g4
qcdl @7 f= 9 # i far sar @ —

1. wflgl 91 Refd (Condition of Competition) —

THRIHR @ RAfA arell &1 e A1l &1 Awg fama e
HRCl € R TRl BT S & e BT © WReq el afcriifirem aef
I AT & SR A T Ut a1 A 97 8N |

2.  Gugu ¥ (Collection Policy) —

g T A Ued! W U7 FIER, B T 6, Ffdaid de
T I T WA B S € | 6T BT U T 89 A IR
RTaT SR <91 AT & UTT BT MBR BT B8N |
3. W@ Aifadt (Credit policies)—
BT & i IARard] ARg A U= arell AR & uret #§ gigH
ygiat uTg Sl © |

4. R fag 9 A= (Volume of credit sales) —

SR fahg & 9= AR UM & WX H gD AeTrE grT
ST B | Afe i B e A H SUR f9hg o &1 Aol ol
1 fAf¥ed U 3 wiftadt &1 R W §e1 B | AT HH 7 H SUR



g fasam Srar € @ ural # 99 &7 R oy B |
5. UEH @ 3M&d (Customers Habits) —

TEDHI & YIAH S DI MEdT BT W Wi & AHR R T
TSl ¥ | 3R YTEdhi & Agice < IR & I a7 e de
DI B BT AT U BT AHR FST AT 1A T |

6. HITHI 9K (Seasonal Market) —

IS AR & IR BT W91 AR 2 1 39 A ARy § gt
fama SR fma iR urelt @ A o=y A fawt 9 e 2rfi |
ITEROM TR AT U, Frolk g QIR HUSIRIR P fashd PRl & a
T & AH § SES uTdt @ A e 2 |

7. fama @ o (Terms of sales) —

g # I @ MR B fAma @) wet waffe wifaa we
2| afe IuHA SUR AT &1 fagwa afves ff 7 e a1 urat @1 siRd@
B TRl AT | S, 97eT 3 SR O N8 Ada fasmd B fhar el
2 A S Il U ol B U & T8l Sodl § | W] IR H
gferegl, Taford genell @ emawiie ReRIell &l e H @d g BH
Ry SR AT g9 BT 9T BT SR AR 2 |

8. 3] dd (Other Factors) —

g R H Iraed, f[ddl & ®ekil @1 giden, The ge 3
At @ Sucrerdr anfe ff gl # I @ SMeR B yMIfad aRd
El
Fgherad W@ Afd (Optimum Credit Policy) —

g AT B e 39 vl | 7 S ue ke o Sadnfia
ARG B RN I IAIRAT B 8 | U & Ta=T H Gl &) 9 Afa
BT AAMRS TTT TSl © | HRAT Dl TF HIfT Ig T vl 2 {6 v
AT Pq 3R e ATAT H 70 UTedl DI AR B FaT Y& B |
dHeATH ARG A I g W BRil & SRl dRer AR AR
Ih TP SR B Plcd ¢ | AT ga=d & 9 i &1 Freges

W T W faet
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PRI FHY 7 Al AN IR BT AMRY AR 7 & AP HIR, Ig
Al Sgaerdd B A1fed | IR Td HOR WRg Tl & U 319+ 07
SIY B © |

(%) SR W@ AIfT (Liberal Credit Policy) — 1§ ATl SER &I
IER T@T W F= ST a1 3wt 9 o QEE 9gd 21 BH fda @
T, QR ATHE] Pl R G, T ATED] Pl BT BRI g Falble]
H Refay Gae & g I8 SeR ARy T 39T SRl 8 | IR SaR
ARG N b1 {O guIsAr W E — 1. <TERI H Yol 9 Ry Ol
BT 98 S 2 |

(@) weR | Ay (Tight Credit Policy) — &l fagiy
aRRfEr # & | 9 g1 uedl &1 & SuR A d9 21 3R
A ®0 W Fhs fama @ Ay aoerh 71 s dRerar Rafy ge
TR B, R & <OTo1 9 Yot Y ofTd H B a1t B | Ud areiesy Sont
@1 IR H H amA 71 R W FoR wRg MY H qrisAf € — 1. wH
F1 faspa gedr 81 2. AT ST R HIMIE gSdT § | 3. TdH
YIS A AHE B & | BH P SR 9 POR ARI Id & e
e ARG T ST AMBY | HOR ARG Afel H aRerar 1ferd g

AT HH BT & STdih SR AF =IfeT # IReAdT HH G AMERIdDhdl
3 Bl ¥ 1 edead Arg A &1 fag a8 @ SiEl dRerdn @
AMERISHAT T GO Bl BIcd & [9pd BI O AAT R I a9
et € 981 Srgarelad |Rg @1 A Bl © |

Ul @ YST BT & (Scope of functions of Management of

Receivables) —

IMYH IT H SUR fAhd P I8 & BRI YT GUGE
faceiar gavge @1 vgR fSTRIET 81 71E € | UTel @ W&l @ Sfiid [+
& arerar Pl wfaferd fby S 8 —

1. 9 Ay @1 AuRer (Determination of Credit Policy) —
I WG T H UTEDI DI AT SUR do I T 37 fIgai o
FAEe faar S 2



(31 SuR @ &R (Credit Standards) — S UT§d 37 AHBT W
WY IARA & DA S Bl SR P GAYT USH B A 7 AR 3
TEDT Pl The AT B T ST 2 | $71 SUR AP H AED BT 0T
WA & g 39! A ggedr ARad @ arht 21

() SuR I@fY (Credit Period) — ST ITed Wigd 3@y & Ugel
A PR ol & I8 ADa BL ol DI IR BT Il 8 | IS8R0
T B 2 URRIG dhe Be o & fofg 30 fAi @1 srafdy Mf¥erd w=e
2 dl 3R ®IS UTEd SYR HIeT 5000 5. BT Hd Il & AR 30 o=
% 918 A HAM AT Aha B ol JiAT T&l & g |

(|) YR ¥ (Credit Limits) — /9 I8 fufRa & oimar € &
5 TTEDT BT fha THT & oy SR WaR o= 8, 79 a8 HuiRa
21 o 2 5 SuR frw A 9@ wied @t Smet |

(2) T 3MATHI FT iH (Evaluation of Credit Applicants)—
e ART 3fdeD] BT FeAifhd ARG ATAT YR AMDI b IFJHY B
2 1 I U9 gRI SUR AT TT8D] Pl o & uel H o7 fabsam S
2 AT AHS HI B B forg IR faam S 2

(3) <usw ufthar &1 fA9=E@E (Determination of Collection
Procedure)— SYR <X & U¥ATd U & YT BT INTAT HaH SR
BT HUEYT BT B | Gl D UfhaT 7 Bt ARET HR o T & Heayol
2 dfem S W ggar | forarawe o wrer ARy | e @ e faf
™A F EN W ue @1 v fEar S A g

1. UeT o,

2. HE BT BT UAMT B agell

3. THIG B AT GRT agel,

4. FURYT GRS & WEEH A aqel
(4) urat @1 fAwAwUr (Analysis of Receivables) — =i #
AR &1 T R W 99 @ SR S e e @ forg

WY T W faet &
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Mawds B fh THI—aHg W SAET gy fear Sirar 8| et @
feeyor 2 A d@ia MU T Hahdl B

(a7) ogurd dF-id (Ratio Technique) — W=l & faweivor &g
H Ul DBl IO BT S Aebell & | g9 AUl H Ul bl =y
wrafcadl | SUTd (Ratio of Receivables to Current Assets), ATt &1
=I7e], <1 ¥ 31U (Ratio of Receivables to current liabilities), U=,
3fTaT JFUT (Receivables Turnover Ratio), 31T S0l 3@l (Average
Collection Period) §@ & | § Ul &1 HeWIT ¥ Ui & Fra= H
TR QeI BT UV fHar o7 wehar v fad 5 @r 7 a6t @
STUTAT T FETTT IR Y BT UaT ST ST Heell 2 |

() w= faf@T §9ic  (Receivables Investment Budget) —
3= gotel Bl € 9ifd arwiRe FRiEr & fo g avie v SuAndt
I § | g ARG AR R GRS o 99 H SuR fdbg &1 AN
IXD R U aell TAT T 0T BT TSI B 7T STl 2 |

45 ¥R

T UeRT T AR I8 © b b &1 71 vd SaH fafafora
IR OR FRIF0T 9§ I/ b HOR Farn 11 € b o Arasaiie |
B BRI ot BT U a1 91T Fhdh & oY H Y&l ¥ | Ak SHBT
g9 I ST A A AT ST AT Yol BT U AT dHR TSI e I
WRRAT BT LIS WY H B BN | 30 UPR Whe Ud Ja=e Q!
Y&l B FHSH B GG Whl (RIFT ) Savgd B o 2| 9R w9
# v T S A o (AT Are va fAfia Are @\ v
o AT 4ol & gare yaee | 8kl &

T HRRAT & I UTehi & Ufay qrat o1 Ui sea € | 3fR
s facs ¥ drq] wHfcddl & ¥ve & sria fafdy SHeR, gda
Fol, U et onfe At & ST e 2 sieifd R w9 # uret @
FRIGAYIS Yae & forg I anaead ¥ 5 A% o1 Wrg vd GIger
AT BT ST e | BT ifard €




4.6 YISgIGAAl

WREM & AN R ¥ 99 & W & JA B WIRGId
ARTT 68T ST 2 |

IMRRT ANTT : TR & qMER A HI fq@l TRl # Ieurfed fHy T
A1 W A= fhamell & o= | IO FT Pl SR AR Hedl
gl

WIE G B @ AN - i § A1l 7 I8 B HRU AR
g BT IR T A1t @1 i WY Dt & e @ gfd TE ax
U AR BT ST &R B B | S WP A B Bl AN b
gl

g 3. Fg, - A BT U B DY AN Ud RGBT Ao
T o & onffes e smaer AT B

G Y — g AT F AT TEDT BT A AR Ta A T
2l

SER WG AT — ITR IR DT A ;e s e SaRt @7
IR Tat W 31 g ifdd T & o SuR <ar 7

POR WG Nfa — 9 7 & d8d PR B {7 g7 aEDi 3
& JYR A 99 § AfOY S HOR ARI AT HEd B |

FIHeITH WG AN — S8l AReAd 3R AMRIDAT db U GR DI
Fred ¥ 99 g sgaeran a Afy wed E

47 W-URdH Y

1. b $I 3f R 2? Wb ¥ B Igeed @I gfd sl 27
2. 3 30 9, Afsd @ AU /&1 ? SIR] gF B e
PITY T ISR Thx AT |

3. THA W Y T FES 2° §9D UGH b SEaWl Bl ookl
BTG | wheey # AR wR @1 FuiRa &= arel dRe! o1 wferd

Y T W faelt &
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fade @ |

4. oNfde 3R ATA R B 7 SHA [ R FEiRa fhar
ST 27

5. U & YW ¥ I AT FHS B7 §9D SGavdl ol Rem
BT |

6.  IRI UG R W AN oM H 9T G BT 8¢ el
ARG IR & fory §9 S SUIRT H AT ST 27

7. e # 9w @1 vfdd e arer R gedt @1 9o
BITY |

8. UM & UIH W R A &7 Wi H 9 & smhR @1 e
TR & el HRST B fATemT BT |



§PE — 5 Wbe USH ( Cash Management)

TP D HuREl
51 Sga¥d
52 YUATIAT

53 HS YR BT AR

54 B TG B I

55  IHe U B LIS Ud A
56 P YT & ASd

57 ORI

58  I&[Ecl

5.9 —RE Y

51 Sg_Y
S 3PS DI Ued & 918 MY 39 ANY B qbIl b —
®  dhe USRI &I 3 g WG |,
e FS YT & SEa¥Al BT IUH FN D |
o AP I Pl AYhdl Yo Hed Dl A D |
o IFe U & R dAfsdl & e R W9 |

5.2 YXTGHT

Ame yaT BT 0 e # ve weayet yerd g € | o
RS HRIAAT Yo Felal Sl He | faed a1 Siig e g |
A R T FIAR H Adbs YR U gl i I e |
T 2 | TR 318 3 s Y= T 319, Feed 3R faf wieat
BT 3 YHR T TAT & &, Abs a9 & He@ Bl We fhar o
TS | AT T WD AR HAGAR D S & 2|
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5.3 Nbs Y§ B I

AdHe Ua VAl eyl I wHfcd B s 3 {5 eaam
BT AHS HATT HRAT G 81 BNl | s H FdlfSiep ARl T 0T
REAT 2 | $6 BRI AHS BT Jaw I Jawered! o Faw 981 F9R0 2 |
AFHe Ja4 &1 G Iqavd AR & IReAdl Yd ameriahdt H gig
FRAT BT 2 | BRI Yoll & Ya BT P& Iqavd AT B IAD
T BT AT SUART HRAT BIT © | dTe], FHfral 3§ Adbs, U
e 7 <efrr o1 wfefoa o omar 21 e =eE @ @
Tl T Haifed Hewdyol 3T BIAT © | I8 ATART Pl URMHIH AR
aif~ fa=g (Starting and Finishing Point) BT & | I8 IGERI &1 Yad
21 facia usr & s b1 AHI07 aref EReT Abs  (Cash in hand)
g d% IV 9§ BT 2| R fOga srf # fauem Irg ufonyfot
(Marketable Securities) T2 d& afer ST (Bank Time Deposits)
B A g H Aftafera far smar 2|

APs (9 Uds god wHRadl (Cash and Cash equivalent

Assets)—
AFHE BT Y~ Tl Tl & UG BT des fdg 8| Tha

I BT ATIR § el XUF & S A9 IR H & BT | ¥ad & S
e B & A JAbs BT AdiE Ud sfedis W HT gHIfad

BT & | NIhe UG BT MY NNbg SUTrdr a2y el el drer w
TST 3 BT AHTH B B G A VP BH & 13l & Jawe
Rl

RBHE PINT BT U4 Jg JAREd BT & fb gaad W Thbal Bl
B 7 U IR IqART # ABS BT A8 S G997 X8 B AT & A1
ST Sfed wanT gHRad 81 9@ | Ads Uew 5 R's - Right quality,

Right quantity, Right time, Right source, Right cost- Sferd 1u1, Sfera
A=, Sferd 9, Sferd e, Sfd o a1 v 2 | [ids uee @
T wY 9 9 IR U8l AT AT (Facets or Dimensions) &1 8 |



1. A®s EISE (Cash Planning) — 39 3did dbs Bl
SMMARIHAT BT ST T TN AP dolc & g1, e a= foram
ST @Ifeu | s foIv Nibe @ avdalel R dfediel BT Ugel o
STUTT STTRIT ST 8 e AT AT AT HT T G 81 6 |

2. Ps yaEl @1 YS%H (Managing the Cash Flows) —
He YATg (3aais Ud 9fale) & Uew 39 < | Rl 91y b
DS BT HYBUT AT B G IR YA IR fdefm d AT
US| AHS & AR B A BT g B b forg RAdfaa dugor
(Decentralised collections) 3iRR TTel® Hqqdh ol (Lock Box system)
BT TN BT ST TepaT 2 | s fAudd A & faaor & Refey &
e HIRIT AUATE S Fdall & | Alfh YA B H fdd T
T D |

3.  3dea¥ AHe Y (Optimum cash balance) — IFs Ua=
™ &1 T Y9 USe] ATheldd WR PT MERU & Abs MR

AT AT APe HH & GUMTET DI & H Y@ §U fdreiad AT B
A T @ o "ad § |

4. faRad Aeds P fAFRANT (Investment of Excess Cash)
— Ahs Y= BT 1A Uge] MHT Ads &1 AT &=ar 7 | i
BH BT I8 UNT IIIGD T US| FE fAFRT g 9 el @
fquor A ufengferlt # b ST 2 sHdram™ I8 BT © b wH @l
BB A DI YT WM BT STl g (Wil 1 gATa R wHy G
(Safety), aRuaadr (Maturity), Td faqorefierar (Marketability) T &1
IGT ST MRy |

54 AP YT P S

i gdweres wven & fofg ergaela e It o7 fmfor & |
TRy fo verm oo smawaadisll @ gfil R o) 9@ | Faar H
Abg B ST Silde IR TR & A 8, Thbe PIY T Hdd

g FaY
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TART DI YR B 31qa] Falferd & & folg snawas & 3ifug
A & MHRAGAS B Uit & oIy smawad 2| o Hg By
g & A Igew € —

1, b,

2. ERIERRINE] H*GI'H“I,

3. I oA BT

4. FRiGI H giE

5. T fafEn @1 e,

6. AN P TR I,

7. P 9 RURIARHT ¥ HYR T,
8. ARG BT UG HAT TS |

5.5 XAl P AMaW™Hal UG Hewl (Need and
Importance of Liquidity)

SIFAURTT T BN BT I BT Hel R B | T AT Afa
AU ARSI UG AMBRADBAR B Il & fu e Hiei Br
[GAT B | UG P AT DI ILIRAT 39 AH Bh 2 | gAfd
THE! BIST BT BHT FGATT H ATRIS BTl § 3T S (971 Hehe
BT AT AT & | BH W Bl 910 B | R FAR UIRT 10 BRIS
. Y BT 99 &, R of1ST &1 Feoll TG WR 100 B, W&o HIAT
1 A1 {31 Aps & B TEl T | S UHR FaARI HT FATeld vad

B Ahs 2 | RAABIHAT IT AbSeI-dT af Taad & ARTT b7 &
ferex  farferar a1 el 2 | Sfd aRerar o FrafaRad wecyol
™ frer €

1. IR T YIS & o7 Y mavds 2 |

2. NINEI RS ESES]| ERINEE

3. Heel FH=T gare,



4. T A B UST Bl @RI YTAH R ¥ FR<R mgf g
a1 g gfaem e gl 2 |

5. TREI Y3 B WR R Rl YA IR DG bkl bl

M U AR A 2 R ScTed ear vd ot § gfg el 2
6. T amEwaie Al o Rear Rafd #uqd il & 9@
i A AR T I Ed 2|

7. STUfdId H THE PIY GRETT T BT B A © AR ARG
3 iR e # Ahd Bl g |

8. e IS TR BT oM IoM & forg 1 SushA I &

DY 17 XA ATIRID gl

9. YRS IUHA DI e <1l o gfc vd Harer st @ forg
I ) ATeTHal Bl 2 |

10. IS STIGERT Ud dal &1 AT ) AoTgd aRerdm | far
ST HhT B |

1. T AbS ARAT BT BHRIGRIA, WA UG A § ghg Bl
Bl

56 Wdps I P FEiRaT S a1 d@  (Factors

Determining Cash Balance)

ADBS BT AR TR IR T i garal & fo Faife
T WE@qul &1 7 | Ml I AfdE Ahe TI avIddr A FHH
Rpe ST & AIArT B U g Re 2 | 31 Uh Araarie Re
P U 3a] s 31T B ARV S, SHd! e asrddrel @
gft & Fa | Ud U HeARil B WM A 91 wa | fee
FIAR H FHe DY DI A B MALIHAT B 4= Foiges d@
TR R 2 |
1. APe YTaH (Cash payments) — I &H 304 0T &

g FaY
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YT R H fIerg oy a1 o Adhe AV =0T | 3FR B Foll &T
R A B Bl $2gd I8l 8l dl A AVbs Y iR H=ar
&I |

2. @ RAIRT (Inventory Position) — Ud& e
TR & UR FAeH 8 o G TR A BT Whwel &1 Il
2| R aam # o 1ftd A1 # <@r S 8 98 W Adhe Il
B ST AfdF B 2|

3.  Soifed A # JT (Demand of Produced Goods) —
IR AT g1 AT 1t @1 ART IR & © | AT B4 Adba Dot
B S Bl ¥ | gD fAUAd YoieTa avgelt & SAredl 3 e
THE DIV ST BN |

4. @EUR @ AT (Size of Trade) — T B AMUR H T3
TR &1 JoIT § HH ADHS DI FMALIHAT AT B | TS T
919 & fb U fApdr &1 JAdbs B SMaIHhdT Wi Abdr A T

S 3T Bl |

5. APs WUST (Cash Collection) — IR BH AP DI
el & fory fAafaa dUso, dred Fgd YoTell AR HF
g SR R =01 S Th-hl Bl GANT Bl & df Ahs
@ A fig BN 3R b AW BT HH STevd BT | 39D faudd, Sife
T STRA AE™ BT |

6.  SfT W= (Banking Relations) — Ul &# it Ras
U ST ¥ Sl & AT YR W RAIfUT B ST & T dobi
B gfte A 5! 3l A &  BH AbS WK A & B Fll Aebell
g |

7. ®3—fdg P I (Terms of Purchases and Sales) —
3R BH SUR HI BT Ah& HA B ol 3§ UrRiffar <l 8 O $9
ABHE BN SR 2, 37T S Abs AT | S ThR HH IfS
IR fApa PI AR BRI © AT UelTdd Afdd Adbs a1y |




8. AWM ¥ UEHA (Nature of business) — B FTd™ TH
BT & S8l UR AP DI SILIDBT I2ITg Yol Bl gl § HH Bkl & R
A go il B JoI H TRl PN B IFFA 5 frerd A 10
vfererd & dra B 2
9. g I, SeUrad Ufshar, Seara i, fIdRer yoedl, yers
A, T axgelt A g |
10.  #=al B Reafcr |
11. 379 d@ (Order Factors) — §B 3 T I § oid —
®. ADhE DIV Bl FAA YaH
Q. g fquEl @1 e,
T A & W BT AT
o A i, g

T W 3Mad STU |

5.7 NP Ye= » Hied (Models of Cash
Management)

SrdeTd s A & fAufRer & forg fafa= wforira ufemm=t &t
TN faT ST € | IR I U Sfgdetdl Pl €79 H J&d gy TAnT
# oI AfRy R gHT G TR BfST BRI 2 | Uit & wRIRT
@ forg A el &1 ST ersil &l SMawIdhdT Bkl & | AIdhe
@ IIHH Y B IR AT B & g 741 st wIRT 3§ yaford
g
1. 9/l 9RWE (Baumol's Model) — 9 Hfed & ogaR
PRI e oY FT MuRer S9 G9g fHa1 S § o9 Jdbs Wi 9
I B IR R 811 39 Afsd # b AW @ B AR Ffd
faferamt o It f53 I atel =arar @1 '1fy wd uferiforat &t fasea
PRA W T8 DI S dTell ANTd & 7l e nfud fdhar S 7 |

g FaY

67

forefrer faofar

68

faferm o1 9T =7 anffe e AT (Economic Order Quantity -
EOQ) @I &l Hifdl ardhelad s WR MR &1 g3 gfcranfad faar |
5 g anfdfe et AT BT & Ua & forg IuInd 8, o
BT ML B STRHATH HIHT TAT AT B TJdretad GeAT T e
TRYT a1 ST & Sl YR AbS & Ya#l & oy W1 srderaq Jdbs
TR BT RROT {6 57 FadT 2 | 39 Aied A s B STdaerdd i
T FFRIROT FoIT S A9 BT FRIRYT - & o9 fauor A giengfaa
UG BTl AN & qad: Adbs U BT d1fey 3frdr o
RAws B AR I fauoe Arg uferfodl vd sredarel= fafaeT #
AR @ =fey |

4l BT el Jbs WR e g3 7 &

2D0
o= I

I8l R, Q=S Y P JTRHeATH KR,
D = bs &I i STHH,
O = Ufd IR &rrd, @
= ufnfoRi @1 &t &)
dHe BT Hsd 8. 3l 9, Rigra @l Al W SeniRd 8
3R Y AAN GER H @RI T Iavd] Hifh, FaeR H Tdha AR
T e B § 1eid IraEl ud Tl @l i # g faeRer
&I B |

1. AeR—IR @& AH9 Us™ Hiew (Miller-Orr's Cash

Management Model) —

39 ded &I "=garg e § —

1. B & U Udh =[AH AMeIdH Adhs A9 2 |

2. e 81 AT wT 9 faaRkd 2 |



3. NS §8d H B3 W—He—qwH el §
4. AP FBE BT Y9 g T99 & AR uRafid &1 81am 2 |
5. e 9819 I T

IR AR TR SR fieR 3R diee ger: s / i
ot 3 fizror i RigT=a &1 WINT 2| #1E9 T3, fier gd Sfwre iR
D AFAR BT Ga IR AP Ja=1 H BIH] AN & Her 3R
IR 7 Up YT Aisel BRI fhar R g & Seaad vd fHeiaw
TR T fquo A wfonfoat # AR @ S arell e &1 99
wd 7T FEiRa @1 S 8| 39 Hise # |ieT dNTd U4 fadR AnT
@ IR W 50T AT (Control limit) TF &1 S & S b I &
Sedraad ¥ W T & § |

feR IR HAfsdt &1 ¥ 41 § —

R = 33aV
4i

gel WX,
a= UM FaBR W I I A,
V= &% Jee wael @ @R (Variance), @
i= R w SR @ e
afe L el 9w 2 a1 srgderad aradl w5 (R+L) a_TaR BRT |

2. %A #ed (Stone Model) — 8 #Hisel ARG 91dl Ibs
9819 & SR TR [AFRNT o) g AT dom 1 awfd Rl 4 g
GUR B BT AT DR & | 39 Hisel 7 A7 FrRiz07 41 et € | vy
3 fRi=oT AT U Uep  BlepR &l T8Il & Sreffe AR derepy e
I o B =Ry 5 SmoRfY g W uga S ar fAfanT e @
IR o= B =fRY b ARt g wR ug™ Sy |

g JaY

69

forefrer faofar

70

5.8 WIRI

SR T A I8 W 8T & b Adbs BT Ya= I8
FARE &1 2 b aadiie | # sraedddr & GHg Adhal o
FH 9 2 R FIIR H A BT FYRIT yar® 99 2 DT DT
Sfea wan gRRed 8 99 | iy sy Adhs T e
T & Al B AEHTH B B oy dRear vd areradar §
Ao w@nfid R 2 |

5.9 SIGTdll

Aps FRAGH : Jbe MEoH @ acod Jbe Ui @ FE1 B
A T I DI FaRerd ax o Bl § |

e 8@ fAzavy : v M= s ¥ VAes & A= Siar v

e ol : Up Hi¥ad qeaaafd § Jos & ANTET U9 9iR7qT ol
AT B S Joic © | aG: Abs Jolc e & Y H Abs 9819 B
e HRar |

Adps TP AlSd : AFS b BT T~ HH & WTdl & AT F AHe
FEIG A BT 8 | B 81T B Grqul A B s @ Atse FEd
gl

510 ¥—UXd YA

1, Jbs YIH B I B WK ARAT HIVY AR Jbs T TR
ATl B W@ & =T gAreEl Bl Hsigd |

2. UH BH H APal T D G Iqaed T 87 I BRI Bl
IR BINTY ST UH BH & §RT I S dTel Thal BN BT
R fuiRa &= 21




FIART H dReIdT B) IMAWHAT I B 87 Abs UG B
= smaml o wfera @ BT |

RAbs Targ Y= o bR fhar Srar 27 dfare & ud= drsd
BT guE I |

IEHATH Ahe WR Bl IRV g TR fHar SIam 8?2 s
g & gl Q1 Aiedl Bl egd BIfTy |

g FaY
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NOTES
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gPIg — 1 amiw Aifa (Dividend Policy)

THIE P wURET
11 S5
12 URdTEA

13 orrer i

14 IR ST BT 3t
15 AR

16  &dc

1.7 HW-WRd URA

11 Vg
39 SHIS BT Ued & 15 31U 39 I & IHhi b —

o IVY Y P 31l gaT b |

o IY Y BT FEHAT W T YT BN, SHDT SAicholT B
b |

o HHA! DI AT I W B P IFIRIRAT UR I YHTT /T
ABIT | SHBT U BT B IS |

1.2 YUXTGAT

TR SHTS F e Y JAT SABT YHIa SreEnRar ud
P IR e UPR USdl & I8 i Al & A uaRi g1
UdT Foidl 1 ok e i Iy s=a, fafteT 9 anfiie
fqer Bl dicdTizd qor sarkaned o - H 9gd YfAdT FHr © |
e ST | 3 AT AR &R & gl 9 Areel |
BT B | U TaATD RAT BT SGQeT o HHT & | T8 3710
I H Ueh Aedqul facia g © o aifSia & &1 ganT fg
TbR fHar S| g g9 g8 Sodl & b o &1 gl Suwi
AT §IRT BT STTY 1 S a9 9 €1 UfenRa dxa gAfatanT

arier fofa

fPaT ST | Thel TR &) T2 § 59 YR & 07 o7 # Pig Y
AR WS 91 B ©| S UBR RN Gl @ &9 H
AERR Hoig ¥ We U W Sooid fbar a1 8 6 & &t
e /@il § fea yer faaRd fear S| €, e
WIS WaHU B &9 H g o o Sfed o uold B © |

FHFAT AT A e Ieord a1 1 ® 5 U wre ar
T AT BT fhar ufera sfernRal & = # faaRd &= ud
fhae ufoera ufqenRa &= 2 Ry & oroeh wfasy ar
AT FRIRT aR o |

1.3 @m™iw Aifa  (Dividend policy)

B Teb 3 Al 8 3R Fadrd & RER e Hel
gV BN & | M & RN wwl ol 1 MR e el & ae
R & BT ® R HaTdd Aved $Ed © | 3T Hed  wawl al
A PN B Yg M D dCaR D FHRT W AT Al A Bl
AT # B UfRnRd &= B A7 fEnRat w1 e & w9 H
gicsT &Y Bl B | et # fvrsy o & faaver wrwdt fofg
Heqol BraT 2 | 39 A H oy W (i &1 Aot sl
B 31D R, B AT 3Tl FY I T 81 Wpa ¢ | e
RN & g BT FAIIT B & AT AT o & FAofy
BT JTa AT RENTRAT, ¥ faf e 9 facia dvemll & w9 4
AR (Mood and behaviour) TR ¥ TS AHBAT &, i ST &
TR R D o W BT 8 S BRI @ 3T @ dIoiR el dr
AT AT & | AT & S0 § o &7 faavor faare &t fawa a9
AT B | Fifd fAf=T vell SN Farerd, HHAN, SN, Foruse
TR, 0T UG &R dlell WRerT onfe & Ra cdvia &1 g 2|
TR Pl vel MR o (STieT) & et ¥ B &, ol s Yol gig
AT YOI o H Wi I@dT § $9 UBR M i &1 i
FRAT G Sffed (97T | 3T ardi &1 \aeIgdd A9 Bl




UEdT & IR I8 91 9 © & IS daef Had S & ol A
@ g H Uh AT (BTl T BT oo R a1y |
amrer AT ¥ amer, amrer AR e @ Rigrdl T Ao |
BT ® | Amier ey &1 3ref Sererat @ 99 vk 9§ e g
9 g T A © b ™ BT fa w7 e & w9 H faaRa
forar S iR foram afoenRa forar o |
TAHTEHRUT BT § | R & A 372 BT 91T e 39 HIf | ywrfad
BIT & o g ™ F2rdT ST BT AR I (Payout) AR
YA (Plough back) @ 919 o waeR arrafed fomam i 2 |
YSRIDT & AT I8 faded 8l BT § s amier qie ar 7 9 | &,
TE U I[aW BT © [ fHa Arier 9ic? SHGT IR AT
AT A ferar 21 amnw AT &7 eref amaier faaRa e B
Rygrdi g IS I BIAT 8 | IRed UG ST7H o forar 8, e
T 1ol @7 SRl B A vd ufenRa st # e
fAf¥ad sl 21

SNt # AT & wU H 319 & AR & T H g
1 gR1 Affa S &1 & amier T wed €| dad e Ry 93 #
T AT A B BT T T8I BIaT & dfed B qu T AT
ST dTel HadAl & W1 T8 FF gaT ® | AT e i e
J g ferfaRad ueat & SR g 8 —
1. A & RIS qu B AN BT g fhar
Y
2. 1 fAfad ufoera U 9y o e S, g e @t
A3 g ff R/ T 8
3. T AWM & U [REd gfiea amie @ w9 # far 5y
T amery ufy fer gRad=refier amrer grTT?

e ife

arier fofa

4. PRIT AT Adbe AT SIe?

5. T AT A &fE B WU H fedr SR

6. 9 A B ARl IR yRMTE aui § gAfdFRIST @
SIg?

1.4 < &1 7 (Meaning of Dividend)

A BT a8 A, R favsg v ded € S & Al
BT T BIAT &, AT HEA 2 | fI9TsT o | 31merd &l &
I A A 8 Sl e dR IR A @ SRRl & e gic o
HHd & | A (AR TR SRATS Ufaaw) 1w, 1974 e
T 1975 & JAR a9 o™ &1 U HHT & g o™ Bl
1/3 9T AT B & FH 32 B 3ifdhd 4o W YA AT 12
Gfcrerd SATHIRT 1 JIRT G YaiEhR 3fel TR I SR &I 11T (7
[ A B BN W BT B | 39 RN & oY IE o a8 o BT
2, S BRI AT, 1956 ®1 GRT 304 & WAWTHI & AR &
MR I ¥ IR DY AR Ty < T BT JAT HET i Y
¢RT 205 & TR BN HeT e T &1

ST AR el ATOIT M H A TR T Pl He &
95 T fI9Y YHR & BN G BRI & ol TaE= &R & 918 99 7fe
T &1 &1 T AT BT 2 | 39 3Ny U= 9+ 3fernRat &1 & e1fe
THR BT & | 8 QaIEdR 372 &1 T2 # ST 59 SMud IR 99
sferenRat @ gt # wrfiedr wr el § | gufy w9 sfernRat
BT 39 SMFT TR IR BR BT 2 R 9 B AR IR SRR
3% qoT fadRor o foTg a1 debiel fAaRT & g o T ey e
X Ah B |
e fr Y wIRT HRA GTel T (Factors affecting Dividend
Policy) —

ST S 1 FeiRa e arel dag Reforad € —




1. o™ bl WX (Level of profits) —

T BT AR BFE & e T T 9§ B AT H T &
T ST |ehdT 2 SWfely e <ifd &l uIfdd el arelr a9
R <cd BEIT BT AT BIAT & | BRI T AT, AT bl ST
AT FeiRd x d AErd BT & | S UPR Rl WU A M
AT B arell Hraf Tl 991 Sl @) smen e o #
Jearge BIAT I&dT © A HT Afdd MR e & Wy H faaRa
FRA 2
2. %4 ¥ ReIfd (Position of Cash)—

I HHET B TR AN D GO & FHI 9IS Ahe
SUCTE Bl Al Tba MY BT YA Sfed 8| SR Il R
I BT arell Rl # TRear RUfY HA6IR 89 R ddg
AT T TR A SR BT T o A € gafery de @t
arerar Rerfa  amier fofa o wifad w21

3. fuoell @mier &3 (Past Dividend Rates) —

T o @ o1 H 3D AT SR YebaH el &l Y o
TOIR # Fee BT Ygfed Tl | Jmnig dmier &% ReRr & &1
YT BRI gRT T ST 8 | gafery amier enfd dea
A HATAD! DI [T IuT BT AT SR BT AMER G A1 |
4. eEniar @1 ﬂﬁHTf' (Expectations of Shareholders) —

SIINT T4 3 A B & Al AL b IR H HO JUETY
T O &, IIPT MR FATAD] Pl BT AR | D gfte | 0
HATeTd HFAT Y M BT fIf~ Igeedl & fog SuarT # o= &
forg wactm B € W ofeRnRal & ARt @ amemelf @7 9 e T2
AHd, AT 9w # AfaRad ol vad o # R Sfes o
GEDIR

5. Ifdd ST (Established Company) -

e i

arier fofa

10

R HHAT IR A AT SO Fehell & STdfd 7
AT BRI BT U M BT ARG w7 s ol #
ST 3Maeadh BT & | 31  SRnRal &l &H o) | AT
TP AY AT BT YALRT Y forar el 2 |
6. Sddq (Fluctuations)-

Il AT dol—Aal & AT A AT W
gRafdid & Sl & | 1 & FHT AT B AT e S € e
MM &% # HH B & forg el ared 21 Sl € | 3R SRl
o AT FHAIBRYT B GIT AT H @7 &1 Al I YHROT
ST T IFRAT TR 917 @ H Al & I & | ol & FHT dr
T GG A HH ST H AT SR ¢ Bl 81 Al o Sl © |

7. RGN AT (Government Policy) -

TRHR BT et § T FHT IR gRac B wed € o
HH B AT H B g gleg BT AGTIRITET BT ST 8 | TRBR DI
SMENfIe #1 vd e At &1 amrer Ay U= wTE vear 2|
SETERY & oy IERIGRYT & aad aR H HHel & & T 9
Yol # B BT &N B | Held: o g oMY WR S Y d IS
RET B |

8. @ WY (Tax Policy)-

FH—H TBR Yol FEr &1 17 T R & IgaT A
X ¥ Gfamd < 2| S UeR e ey faaRa e areft
it W AfRaT TR TR Ml & GAIERT B dreanad
feba STrar & | gty arfer i wR @R A B v g 2 |
9. HEY® A (Universal Opinion)-

foreft 1 Npdif3e <91 § SH8d 9 Ardei=ie afafsharei
BT AYG  IITT IS Iy TR IS § | 31t IS < drelt




HEAIT B ST gRT JATATAT B Sl © | 21f¥d 379 Id= 3R
I gfg @) SR SiaaT a¥g I H I @ 7T BRA A

RIS T DI HOR AT I O TSl 2 |

10. 3 dd (Other Factors)-
e i @1 wIfad v arel e o sHifellRad €

(@) IARI B Uhfa—A™IT I IR FaATT BT TR BT 3R
I 2 |

@ A AREAT—Ysl |YET H S &1 AT BT AR R

TTE TSl B |

@) rfaRed doil @ aegda—aeiR | Yol G UHd ST
fsell e Aify &1 oed YfAsT el © |

(®) o7 AR # ugd T

@) veEEHE gftedr onfe |

1.5 9RIY (Summary)

arrer Af sl @1 SRERAT BT g gd ufemRa
arot # fawror e w71

et § A B U H e B AR & e #
ga=r gRT g i & € ame Y @wed €1 daa e a9y
T3 H T A I T TR AR T8} Bl © dfed bs duf ddb
YT S Tl Al H f I8 e X@dT 8 |

e HAIfT wes e N | Aed] 991 8| Anie |
AT B B A FH H BEET B SEnRAt By e drer 3t
[ | e AT @ ene a fAaRa s arel Rigrat @
ATSTRIT | BIAT & | AT Y | 3erd Aarddt & 99 o |
2 M gRT 9 I8 T axd & 6 o & fhd= 91T &1 e &

e i

arier fofa

12

wu ¥ faaRd fear o ik fa wu & faaRa fear s |

1.6 YI&IGel)

1. 3fergofl (Share capital) — ZaTficd Yofl & sferdofl 2|

2. Uil 99TR (Capital Market) — STeidTet Goil UT &= aTel
TOTR |

3. TI®Hd (Public Opinion) — ATdST=® A |

4. QARG (Plough Back) — o™ &1 UfETRE &A1 3reiia
T BT e B VAT HFAT AT AT |

1.7 HW-IRH YA

1. UP BH B A AT BT MHR < arel fafder @t or
FHIeT BT |
2. o o & e ot &1 wfad e arer fafdy ot @
AT HIFST |
3. e ST BT 3ref qAR gU AT ST B AR B |




§PIE— 2 MY P RIgT ( Dividend Theories)

THIE B G

21 IR

22 ORTEAT

23 amE & g
24 AR

25 &l

26  W-Ud URH

21 SgaW

39 3T BT Ye & 91 3MY 59 AT 8 Fbl fob —
- e & fAgTdl @1 91 69 |
- o & gl & fafi=T graemst @ 9ar 99 |

- B S A RISl Bl $9 )8 U PR G fb STD
SR A doi¥ e $I Al URey § UG [Bar o7 9 |

2.2 YKIGET

TR 318 # o fadwer & faf= Rigreat & amier o
ud yfenRa o & feiRer § S 4 | € | ame o
I vawr &1 Heayul &y 8 forger sy fafnT oy iR
31ef g o | 9 2| we)y Heaqul fag sfer eniRal &
A & WU H &SI arell ar &1 IR &7 R 2 | serniat
DI gite I Tha AR BT YA R AT § b SArier =i
BT T T THT BT BT LD AT BT W AT H G A1V | 39
YHR AT N @& AF—1eT UfaenRa &t al Aifd ot garer #
31 S & | e Af @ ufRer o Aify v g @ uferarft 9
ST & | AMAE AT BT 21ef HH UfRROT iR 31fde ufoerRor

arier fofa

14

&1 31t B A BIAT B | S8 Y favgeil @ e ud et
gies & RIgTl BT 39 SHIS # IR fovar 727 2|

2.3 onE & f¥gFT (Theories of Dividend)

ST T Ud BH & Hed & TR W S UBR B fAaRER
gde Bl TS © —

1, ATIET @) URART faaREIRT (Relevance Concept of Dividend)
A1

2. M B JAUTERTE fIARERT (Irrelevance Concept of
Dividend)

T fIaRERT & F9fd dicex T IS & TR oI
T B & qoai o AfdeaH FA H 98 Aol vd urifTe
fer Frrch 2| 3@ e fauda i T & wwels
ARSI vd AR & AR, "M A iR 5 & Jod aFl
WAF AW S| ST QM H PIS T S BT © | AT
i & 1 & qou BT ARHTH FRA H BIS 9T T8l B B
fafReRT AR @ ek & 99 W € THUH. SUH
(M.M.Approach) 3 Ufig ¥ |

focia uevg &1 v Asaqul &3 ariiw ol 2 e
|y A fIaRT &R gd gfaemRd b S arel /1 o/l |
2| 3R wEagel ara ferRnRal o amMier & wd H YT B S
qrelt RT3 & fERer A 81 3iferes A & 31ef B4 UfERoT iR
37fSre UfIERET T 37l HH IR 81T © | Tdha oATIeT & I
@ BRY Al & (B & oy raedes gfeemRa 1 # w41 31
SRl € S R gge  Ane AT & e an W B E




e vl T Yo SIfIHRYT BT Sg_¥d (Dividend Decision

and Value Maximisaiton Objective) —

faf=mT ot g sy foflg @1 wifar amrer FoRt &
I N HH B T (SHD i & IR I B T4 H) Bl
SrfraTeRoT B | fes TRy wre & @l BT € o1 HEE @
I @ ARDHIHR H I f2ai al A1 gfcl 81 SRt 2 | fbwg fagrn
R 39 @24 W U& I Fai & T ¢ & amer Hfq & dwon &
3felt BT ISR Hod AT HFIT BT Hod FIfAd 21T & a7 =181 | 3
T H I fIaRURIG € S oMU # Al 8l @il & | U fadaRe
R & & & & 9o | omier Aol & SEd (relevance) &
IR N fIaReRT & % F7 & Jea 9 i Aol &1 a8
W@W(Norelevance)ﬁ%\'l

(1) <mw fofa @ yrEfiear @1 fa9R (Relevance Concept
of Dividend Decision) — && fAgMI S SI.8. dTeey (J.E.Walter),
TH. AT (M.J. Gordon), SSRT ™A (Ezra Solomon) oI fiiei
(Gitman) 3MfE =1 AT 8 & &Rl & Hou & 31f¥dad bt #,
e iy &1 Ayl @I B AR TRl H A b W H
fIaRT @1 S aTell IR T A1ET A &g UieRa ar &1 AT
@ I # uRadd & el & ok Hou # gRac & ST 2|
3FeITd Payment Ratio T U4Td 37211 & dToTR Hed TR TS XATTdeh
21 39 UBR HHH B ISR IT HOR A A HHAT & o BT 98

2 ufrss Iw B | dicex a2 e ° 9 Jrel § 3Tl T— 37elT
Ared g3 wU # ufqurfed faar 2 |

(31) drceR BT Hied AT G (Walter's Model Formula) — dTeey
o BT ATDIROT & G # 81 fBar S a1y | ST dd &
& N & g BT AT Y BT T T gAIAT FRAT B |
fafsamT @ arerEedr gRT € amier A iR @ S

Y & g

arier fofa

16

AMRY | N vl #, A Bl & U IgAId A H AGID
AT & QrawR B | Y Adg arier 3T BT 1R, R ot &
HUS BT AT BT | AR MR F0T o el era—vfrerd amirer &
®U T 3SRyt BT gt ST AR | ST ra & URT Bls fafanT
BT AMEISD FaAR 7 B Hifd 57 <200 H fyaw gg BUs B
anaeardar & T8 Brfl | 39 Q1 A Al & g @ Refy |
IRl T STUTT I 3R U & §19 &I HIg I 9N 81 el
g |

qreex &1 Afedl 1 ARl R SRd 2 |

(1) faferimit @1 ereiysee uftenRa ama & wrem & & B R,
BHF GRT ) 0T A7 Sfe goll fifid =g @ St €

@ FE B U BT ARS &R v (@1 wfenRa oy &
3MIR® IcTadH) TAT Yoll @l aFTd 'k (31ifd IR # gaferd
GSiTehRUT 1 &R) ReR Y&l € | herawny ffaRad AT wamdl 4
ATae SIRgT # aRad+ =g 8T &

(@)  HFN @ ROt I UfTRa wRe e H g gAfdfEnT
DI ST € AT AT B WU A AR BT I 2 |

@) T RS SN URME URT ofF o (E) R Ul afe
e (D) H $1E uRade 718! 8rar 8 | wReg uRRem fRefRer 2g (E)
T (D) H uRad AT ST T & | Afd (E) 31R (D) &1 BIg
U el U U el & [FRIRYT B R ReR & A1 foram S
gl

(6) T BT ARG AR TAT SR B &

(6) ofEll @1 ISR Hou Wiasy H FRIfAT ARl & GAH o
J yifad B 2|

7) o P ufEnRd g A § urd g1 drel AT Bl
TIAT el B SR g9 i BT IR JeI W goTfad e © |




qreex & g3 ad & —

p_D+r1K(E=D)

k

P = Ufdl 3 GISTR HeI (Market price per share)
D  =TfY 37 A (Dividend per share)
E  =UfY 39 3T (Earnings per share)
r = J<IR® U X (Internal rate of return)
k = JGil @ @ITd (Cost of capital)

qieey & HSd & STJAR MY A g Ufy 3fer
AT (D) @l yRdfcd axe FMeiRe fbar sirar 8 o o ufer afer
IR Hed Sffdad B ST © | Igqead e IaE &

A+ ﬁ SHP fIar smrad %—

(@) @ AR &R (1) IR YOIdRYT &R (k) F &b 8l
(r>k — I8 fAeraeied e & gen § 81 @ e o
ST eI fAfFRINT ofawR B & difd faff T R e
ol @ AN W 318 1| 37 el ar AR 2wt om
BT yfenRd &1 =Ry afe ufy ofer o &1 iffadd & B |
TR T H G r>k A IR YA AU A BT AT |
3rIfd P &1 H Sifad BN 514 D= YT BN | oM & % H
SIRI—ST YT U1 FIRAT ST & 64 3720 T qroTR Jod gedl

ST B 1 (P increases as payout ratio declines).

r>k

@ 9 MIR® &R (r) TR YONHROT &R (k) & SRR BT (r-k) —
T8 Rerfd Mg SR @) 8l &, e ur ar=ia: oriifia
AMEIE AT SfadR T8 B | 3o U dR AMaErdd
AT SraeR |ATa &1 o & o et w g ol (r) @t
AN & (k) SRER BT & | SR B r=k BIAT &, HH DI APieT

e & g
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e YA AU & Ufd HaeHie (insensitive) B STl & | 599
ThR 5Td r=k BT & T BIS AT T ergdzetad &1 81 8 | U
aArTer T S €1 ereet Bl R 5 g | frem & wu 7 5
37Rl BT IR Hod WA U & g el 81T 21 (Pis

insensitive to payout ratio).

r=k

(@) 9 IMIR® &R (r) TIOIR YoIhROT &R (k) ¥ &4 BT (r<k)- T8
Rerfar faewrade a1 sravqedt wrafalt & et @ Rea < o &
AR &g everde 3w 81 8 & AT AHETE & B © AT
WETE b ST () AT GOl &) A7 (k) & A B 2|
ST T T UFTEIRT SR BT & | Wil Rerfd # e &1
Rl AT B AT @ wY # faRa wR <A @Ry | gy #
faf T wx 31t YT HHT Ahd & | 3 YPR O r<k Tl P BT
o fHaH BN 519 D=100% 3Fefid E=D & | fa9 & wu #
S-S AT TUTT 9l STl & 69 3fe BT 9ok Joda 41

gedT ST B | (P increases as payout increases).
r<k

Illustration - 1

T BT DI URT 37 I 20 . MR IR YOIHRT BT &%
20 URIRIT 2 | ST & FHeT 60 TR, 80 UfIRT TFoIT 100 Hfcrerd
AT YT YT BT fdehed € | areek A BT WA HRa AT
D TR J& BT TUMET BIFTY, AT ATIRS AR 1R g &
TR (37) 25 wfcrer (d) 20 Ufcrerd @em () 10 Ufererd &)

Earning per share of a company is Rs. 20 and market

capitalisation rate is 20%. The company has before it an option of



adopting a payment ratio of 60%, 80% and 100%. Using Walter's
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
L:£_1_25 r_20_,; L:&:.s
k 20 k20 k 20
te0od P= 6+1.25(20—6)
(a) payou 7‘20
D=6 Rs.117.5 Rs.100 Rs. 65
(b) payout 80%
D=8 Rs.115 Rs. 100 Rs. 70
(c)Payout100%
Rs. 100 Rs. 100 Rs. 100

IRIGT IaeRV] 4§ W & b areey g3 gd o= fag
FHEI & b,
@) S rsk B O AHOT 3T BT AR g ARy |
@) ST r<k B O O A BT AT Y H faaReT 891 @12 |
(@) < r=k 81 A1 qeRT & ALY |
qIeeY WIS B ATArET (Criticisms of Walter's Model)-

dfeex BT Hisel U HS Agld gedIv U Bl &
IR $H®! Sl AT B AT BT HROT Il & Sl (77
TPR 4 &

1. CIER] faci= <81 (No External Financing)—

1. dTeey @I UG AT 8 6 % &1 AIciee daar gfce
TRA 3 & fba o7 € off aeR H A9d el € |

Y & g
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2. Rer snfaR® yama ) (Constant Internal rate of Return)—

Afed # Ig 7 forar mar ® 6 offaRed uam &R Rer
REd § fafe @ger | AR 4 gfg & we—are g )
el ol 2 |
3. Rer gsit @ @R (Constant cost of capital) —

GOt T @ Rerdr o Arar W w8 98 ¥ | ara |
HeI 31 SReH & a1y uRafid exil 3&d ¢ | fafear &1 @aer
¥qq fadeyof 8rar 2 iR a8 SIRgH | 991 a18dl © | 98 aaH

SIS BT TR ST a1 g # 1fde wrifiaar odl 8 | U
AM 39T P a1 &— A Fba 7 TRe IR’ (A bird in hand is

better than two in buss, A breakfast of today is better than a dinner
of tomorrow) | faffiTadT wiaw & @Mier &1 e § a9 &
TS BT AT ATEAT 2| 3T I BH add § BH AT SaR
AT T YFRIRYT Rl & 9 3fe & forg fafRiadr &3 e o
@ foIg TR BT B | 1 HH AT T A BH B 3Rl B
IR e H HH AT B |

(8) 7ifeT #@isa (Gordon Model) — e &1 f #id € f&
A B B oA W g © R AR A BH & Jed Bl
TR el B |

e BT Hisd e ArgarRll & SmnRd g—
1. BH gRT &dd FAdT ol &1 &1 ST faar S 2 |
2. IMIR® U R (r) 3R gl & oFTa (k) FAifdad a Rer

3. Y BT Siaq Bl Idd 2|
4. TH B AT R B B T8 AT ST 2 |

5. Ui SuTd Il IEdT © | 39 UBR {96 &% (Growth
rate) 1T g =br ¥ ReR & 2|



6. ol @ oNTd [ &% 4 31fdid & 3rid

k>br=g

MEM & AR UH A BT IR oI AR & AT
SRAAT 9819 & I Hou | SRIER BT B | 3Fk:

MM Hied BT Th Reldhd URHRoT 77 § —

P=E(1—b)
k—br

P = 3l &1 & (Price of shares)
E = TfT 3 31T (Income per share)

b= wfenRd 3TJUTd (retaining ratio)

D1 D2 Dn
P=———— + — + .
(1+k)  (1-bk¥g TR TR JrT 7 {36 R (Return oninvestment
D1
E=—"
A+h) rate)

1=l r= AT &% W TR <X (Return rate on investment rate)

k= oIl &l ST (Cost of capital)

e AlSd & SFJAR BH $I M I A& fafFRinT
AR B IUATY YR TFAT Yoil & AT (k) T MRS TR T
() & Tl R R &R 5| Refa & 791 w0 | 9w o
GEZURS

(@) faprRTeie B AT r>k Ui e Je (p) Ui srura
(b) # gfg & AT FAT © AT AT YA U H FHT T
R IR o 9T © 1T URI H, 59 rok B Al BH DI HH AT
foaRa @eaT =fey SR o @1 At Wit uferRa S =12y |
9 B @ Sl BT IR e 31 B |

Y & g

21

arier fofa

22

@ AW HH ST r=k U Reafd # uftr ofer Jou wea @
arTer e & TIfad TS Bl © | I8 HET off Wbl & o gy
gereit # FE ol AN 39 R W YT &R () P aRER BT
FIfRY dIfs arier & wU H faRa woe &l R # S &R W
faferfoTa fam 7 & ST HFT @) STIR® U &) & aRTaR
8| AT r=k HolRa™y SN BH B arier ifd # fdt «f
Rac & 7 A1 AT Ul &) AT 3R 7 &1 81 IoT HHl IR
UHR 37T BT IOIR o IRARIT 2 | Helawd T aATier
MY I B et 8RN Rt fob gt |

@) OIS a1 e WH AT r<k URT 3 7S (P) e
TR rgurd # gig & A1 gedl § A e Jae H gl 8e
W IOIR 4od 9¢dT © | 39 UHR 4 r<k B I 3 BT FfFIRor
TRl @1 gfte ¥ aFTawad BIaT & | UiGeTRd U wudT 33
TRAT BT IUTT I HUE H FHH B <l & [ I Bel 3R Hd R
R AT aR AT IR HH & Sfell & Hed Bl 3R HH IR < |

lllustration - 2
T B & T ¥ g e FEgaR <1 T8 § —
TR for. 9 o ois fon

PEIEIRSINGR(Y) 12%  12%  12%
ufcr 3797 M (E) 10%. 10%.  10%.
SRS ia; Jqrg <X (I’) 15% 12% 9%

TS & G BT TN B Y TP HH BT ok oo
ST BIRTY STd YA STUTd (31) 30 UfiRra () 40 Ufcrerd (%) 60
g (€) 100 Hfcrerd 81 | aRomE W feweft S |

The details regarding three firms are given below:
Cost of capital (k) 12% 12% 12%
Earning per share (E) Rs.10 Rs.10 Rs.10

Internal rate of return oninvestment(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-b)
k—br

Gordon's Formula p=

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
P=1 P=T 5w P=153
=3 =3 —_3_
015 .036 .057
=Rs.200 =Rs.83 Rs.53

br —(bxr)or 6x.15=.09| br=6x12=.072 | br=.6x.09 =054

_ 10(1-6) _ 10(1-.6) _ 10(1-.6)
P=T0% P=5m P =15
(b) b=60% =% == =4
Rs.133 Rs.83 Rs.61

br = (bxr)or 4x15=.06 | br =4x.12 =048 br =4x.09 =036

_ 100-4) _10(1-4) _ 10(1-4)

P="10% P=T o P=1 "%
(c) b=40% =5 == =
Rs.100 Rs.83 Rs.71

br =.(bxr)Or0x15=0| br=0x12=0 br=0x.09=0
p = 1000 p = 100-0 p = 100-0

12-0 12-0 12-0
(d) b=0% -1

&

—10
12
3 Rs.83 Rs.83

=
o

S

SWRIFT R R ey Aeperar 2 | srfa

(@1) S r=k 1, AT AT A AT & TR I F Fg el
gl
faraelieT SR & 3fe BT IR JoI T Afdd Bl ©

Y & g
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SE  UfERT JrguTd o e BT B
@ 9 r<k B A1 Tl A & w9 # QaRd &R < @Ry |

BT HFI & 3 BT IR oI 9 3feH BT ©
ST AT T ST 3ifdids Ud URRIRYT SIgurd & 81T 2 |

(@) S rsk B Al AN HT URERI 9 GHI dh B &
=IfRY 519 T bsk/r T BT AV |

iy fAIfies Te A= Bl 21 31T 39 I B dNIR
Hed TR YT AU g TR 3urd H uRdc &1 79 ddb dlg
TG &1 TS ST I g9 AN &1 7iaRe UamT &R (r) ol
P AN (k) P aRIER B B |

(2)  <Ter I BT IUTARTERAT BT fa=R (Irrelevance Concept of
Dividend Policy/Decision) — &®& fagmi &1 #d & &,

BH & oo frRer # e @) uriffTear 8l 2 | (Dividend
is not relevant in determining the value of the firm) T =fifar 3R
HH BT o QI wdd =R | ARerar g fier Atse = MM,
Higel @ H A ST Sl & | vl I A1l & fob, amrer ot
BT 3 b o U4 BH B Yo TR BIS TG TET TSl ¥ | 3
RIGTT BT AT BT JUNARTS Afeel W HET ST & | 3T vl |
AT Y B B B T B SABTH B H BIS DT G
2| BN B e B fAfanT Y wfad v @ 9 6 e
AT | 39 REaRURT & vRg |9l AcIferar 9 fer € safon
39 fIaRURT BT M.M. Approach IT M.M.Theory (RigT=) *ft ®we&d
gl

AR g feR &1 RigT (M.M.Theory) — 3 g
FT ol dcd T8 B 6 U BH o) araier N sl ® iR T'
PR & & BT YA 21 PRl B | ST A & b, iy
ST AT YSINTd o™ & W0 H OIS 81 dTel UdTd & Ufa dewe]
JEd € | f¥eaar @ <9 7 &R $R A (Tax benefit) & 3rTd H 59



9T PIS B ol Tsdl = fb B M BT UfRnlRd o= ofch 8 a1
MY & WU ¥ dic I B | B BT Jod D! 3T W AR e
2 3R o wr @Y fafamr ife 3 wwfag 2 2

39 R @ B Aag € o 74 U 8 —
3 o aroTR gut ¥ | Foread et fafraaelt @1 sragR fadeyot
gl
9 B D G g 9 BT ged Suee ¥

) OF—T g SR T ATd @ B 2 |
?)  uirfdl AT WU # farsy 2 |

o

) o R @ A e |

) I IMT TN YOINTd oM TR @R @1 &% H Bl IR
e T8l § o1 9 M SUde Tl 2 |

o) verm @) fafnr 9y, Rer vd gffed 7

q) DS SR e el 8 sierid fafrird |@idl S s
q AT BT GATIAM @ H e 8T |

7)) Afdd vd M a) sruRerd B 2|
LEd (Arguments):

AR d fAeR o1 #d & fb e Y g eRe
H REIREl & o | R gig BRil & S 81 %H gRT I
@ e A | Yol W B H B BT O § | 9 TR QT
A U AR DI &L R < 8 | I < arell BRIl aigd
Al 3 & I ure Bl | STa AR BT AT Bt S 2, o
372l T AT~ (Terminal) e RIRAT & | STafd PRETRAT & Hef &
T # BIg IR el 8T & | TH.UH. Rigid & SR fodl ffdse
A & YRS ¥ 372} & TSR 7 (Po) BT @M & =T 7 I
g T e & adH Hou T 3fel @ ST 9Tk Hou & anT
P TWIER AT S FhaT 2 | AR g fier 7 38 o WeR

Y & g

25

arier fofa
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ar Al o @Y ARGl B fdUR WX BIS uwd T8 8|

ST FFAR AMREaar o1 gen § 9§ e A aecss
2| S A ATTRIS SRGH A AT 3T & FRTGATY eI
T fAfRIeT arelt Hrafat o1 aoiR He o sravy wHE B,
I qomR # g fafyaredr &1 eaer faaeyet 8 | i Refa #
TG AT N iR e amfer N # R &1 wwfl @
TR I BT YT &1 B Fehcll, Rifch AT AT BT qeHA
Hed, IGH M~ Hod & FHM B |

aRTd H AT U SSTRA 3G9y (Passive Residual) fofr

21 g7 WU ¥ TATAH. Aed B I dRE  |GHSIRT T AT 2 |

b _DtR
O 14k

P,= a4 & U™ ¥ 3 HT IR Hd,

P= 3@ & 3fd # 372l BT ok e,

D= dY & 3 ¥ U oIrie

k= 9IOIR GolIdROT R T AT Yoll &l AT |
Arfiffear wd fAer dfed @ ATer=aIg (Criticism of

Modigliani-Miller Model)

9 AiSd B AN T SHd] JIed ARIdrei &
BRI Bl T B Sl T AR A B
1. & [ge-—39 dicd @ @ § w-1 @1 sguRefa
JRAMIBAT A W & | A AT GSIT o Q1 B oI STIBR Dbl
=1 <X @ Bl g
2. frie arme- U el & R W SIfes @ g
TATCll TR S HRAT Ul © | 31 918 fawiee, sfialRe fawie
| HE el 2, Safd 9 Hied # AT Rt @ g W foram




TR

3. fafeefieror — fafredr ome faftarr & fafaeiesor
(Diversification) T8 &R & | 3N d T BT MR & w©Y H
fIRYT TE= R & A1 UT AT & fafrie gav) ufongferat
R D |

4. IffREmar — gaeR d AHReEmar o Rerfa e <&@
21 R 9 & IR H WE g 9Rid 8l 8 UKl © |

5. Uf 9IR— ATaeTRe Yol a1k qot Brar & o wwvd
o qRa Yo ura &1 8 Ul € |

6. I BT YA — I YA AU H gfg G &
HIIT ot # gfg BT Habd <ol 2 MR SH 3fM T Yoo deal 2 |
e g Aisel ¥ Y BT S| 3ra9y | forar T 2

lllustration-3

TqRT B & G H 50 0. UR a1 dTet 5,000 3 g
2| I a9 & o< H BRI 5 %6, TR 3T AR I $RA Bl
IR ax & | 39 UBR B & oI GoieRor &% 9 Ufcrerd ¥ |

Y & AT H 3f HT Yod FAT BN AR (1) AMier ANy =Tet
far ST 8 QIR (2) omier |nfya fasar Siram 2|

AR PIY o AT AT BT YT BN AT 7 PN TH. TH.
Hiedl & AR ITRAT BT &7 Y T &l 2 |

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 year if (i) no

dividend is declared and (ii) a dividend is declared.

Explain that as per M.M. approach the wealth of Shareholders

e & g
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is the same whether dividend is paid or not.
Solution:
(1) 9 o |ifitd T faar o,
fearg: P,=Rs.50,D,=Rs.0,k=9%
P,=P,=(1+k)-D,
=Rs. 50 (1+.09) - 0 =Rs. 109

@) <9 omier wifYd fdar S,
f&aT %, P,=Rs. 50, D, = Rs. 5, k = 9%
P,=P,=(1+k)-D,
=Rs. 50 (1+.09) - 5
= Rs. 109-5 = Rs. 104
SR T § W 2 & 9 aniier aifta 981 fHar sy
ar - IR AT a¥ @ 3T W I & oI & U H 109 . UTG,
9 ATIE I fahar ST T SRR el & oI & WU W 104 .
TqAT AT & ®U H 5 0. U 37T ardiT 1ifd ot Aol 3@ +f
109 %, B UV | $9 YR FETRAT BT 9 U A &1 X271 <
e Sif¥d fobar Sire a7 =ifdd 9 fear oo |

lllustration-4

AT 4 . U AT ST BT & FHDT YolbRoT 9 UfIerd
TR 3T 2| 3R fAfFRIT Wy &% 15 ufierd 2

qieey AiSd & STRIR 50 UfIRId  SMIRT SIgurd R Uf afer
oo T BT ALY | ATeey & STAR a7 I§ U SThHelad YT
3FUTT ¥ |

Company earns Rs. 4 per share; itis capitalised at a rate of 9%

and has a rate of return on investment of 15%.

According to Walter's model, what should be the price per share



at 50% dividend payout ratio? Is this the optimum payout ratio T & e e Solution:

according to Walter? A 8 P, =P, = (1+k) - D,

Solution: AT ' P,=10,D,=5,k=12%or.12
Walter's formula :  p = 2/kE=n) SERSIINECARGUGIEESACIRC II
Heregiven r=.15, P, =10=(1+.12)=0

k=.09,
=10x1.12
E=rs. 4,
D=50% Rs.4=Rs.?2. =11.20
p = s ¢ faferanT 2q fawd @1 f¥ = Rs. 3,40,000-Rs.2,75,000=
- .09
_ 2+167x2 RS.65,000
.09
= 233 = 38 = Rs.59.22 N _
09 09 S U ST ) cien =6151’02%0=5,804

B Al A I 8l 8, Rifd dreey rsk 7 B

_ , BH BT T (V) = {(n+n)P, - 1 + EY/(1+k)
Retfer 3 &4 & 7o BT ARABTHRT 8F I A HCrer BT e

ﬁ‘q‘[ §| g]\?q gﬁw o gﬁ[ 3797 qﬁ@;{ - {1,00,000+65,000/11.20}1><1121.20—3,40,000+2,75,000

p=015/09¢4-0) _ 11,20,000 + 65000 — 3,40,000 + 2,75,000

B, S s @ | 0
SRy L 120000_ 0000

lllustration-5

e T foF, o1 G afeT Gol ) @ 12 wfed sk wd ST ST T AT b ST -
BT ATl SISTR ¥ 10,00,000 . (10 . TR 37er Y &% 9) U a9 P, =10(1+.12)-2.5
@ 3 H T AT (1), 315, (E) T I (D) & o e =11.20-2.5=Rs. 8.70
340,000 %. 2,75,000 %. TAT 2,50 %. UfT &g AT gU <2ATey b q fAfERT =g I @t afmawasIdr = 3,40,000 - 25,000 = Rs. 3,15,000
TH.QH, JIRIAT & =T AT BT AT B & oI bl JIfad M & 91 @7 AT (2,75,000-2,50,000)=25,000 3. B |
& Hxar B

T 37 B T =3’1;’7(z)00 =Rs.36,207

Golden View Ltd. has a cost of equity capital of 12% , the current
{1,00,000 + 3,15,000/ 8.70}x8.70— = 3,40,000 + 2,75,000
LI2

market value of the firm (V) is Rs. 10,000,00 @ Rs. 10 per share) . TEf R B BT V=
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.
29 30



31T BH B I aFI IRRATAT # T q9 € | 39 UBR
frsp fFeetd & b @i YT &1 B9 & Jod WR Pl UG el
a4 8 |

lllustration-6

319 Y& {711 ol 4 dlecy died & AR P HH & a4
31ell &1 HEIde IR Jou FeiRa STy |

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. 30 lakh
Dividends paid Rs. 10 lakh
No.of shares outstanding 2,00,000
Price earning ratio 10
Rate of return of investment 12%

FIT AT GH B AT AT AT A F=gee 87 afe 721, ar
S A # IRHATH AR A FT BT @1 |

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_DHr/k(E-D)
k
_ 5+.12/10(15-5)
As per Walter's model : 10
21T peiro
10 10

9 UBR 3T BT AGIIP IR g 170 . BT |

_3000000_, ., 1000000 _
2,00000 2,00,000

1
k is the reciprocal of P/E ratio =E=.IO

Y & g
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arier fofa
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BH P TTe] AT T AT €T 2 | SFderad AT
AT U 3T BT A1fRY O dTR o Afdidad B8R |

2.4 99

e & A= RigTl &1 ergde 1 & uwdrd fshy
wWey e ¥ 5 g sroeii—sroel Arranett W emRa 2|
et wmE anfdfe Rerfa # w8 Mfea 781 & & il &1 aoiR
Hod Ud AT I STUTd S Gl & MR W Y1fad 81 |
st e gRRerferf e aoiR WR ggerh & €

2.5 SIIGl

1.  fRR Yol (Constant Capital) — il ol f5=# aRads
& BT § |

2.  "fenRa U (Retention Ratio) — & &1 a8 W Sil
QAfIFRIRT famar Sirar 2

3. YN 31U (Payout Ratio) — ¥ &T @8 | Sil 3
TRat # faaRa fbar Simar 2

2.6 HW—U¥h Y
1, AT T B dleey Ud e Hiedl H dlg Hifeld 3R
& B | SHT GHM AIIs R SR © | AT BT |

2. dlee} B A H BH B A A MAR® U <R iR
GOTT 1 AT & R IR R axell € | 399 A a1 91 it 2 [?

3. e Y & AR td fAier dfed & sieaTdS
IRAT D ﬁlQ |




FPIE — 3 MY AIfadl B YBR/EHT  (Forms

of Dividend Policies)

THIE B GIT
31 g
32 YRS

3.3 o iRl & UeR /ey
34 IR
35  Y&Tdel!

36 WU U

3.1 SgaW
X SDIg B YT B SURI 9 AN B A b —
- FEE @ AT TR BT aar 9,
— o AR & UeRE & fafdy graes aqr |,
AL R & UBRI Td WUl Bl $9 UHR UK IR A
%Wﬁﬂ%éﬁﬂ?ﬁ?ﬂ%ﬁﬂﬁ@@ﬁﬂ?ﬁﬁﬁﬂ%l

3.2 YUKGHr

fodll wre @ forg o/ af & &  # el AT
fohaell & URUTHRERRY AR BT AT & U H A BT Th
e faaRd fhar ST € | v &f e faeaRor & forw fafae
UBR DI e it iur g 8 | RiFaT reuge 539 sah1e |
WA fbar AT | gaH aRdey H araer Al dEe @l
U &7 FE@yul BT 2 | Od TR IR B aTaiR # 370
anfefes wd fawia Rerfar ot worgelt @1 ofernRal & |m= wRgd
B B | IER | U HFAI g arier Aifeal § 9 T U @y
TN B | Ua gRT ST WY SifeT o1oers ol @ a8 fafeT it
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I yarfad B 2

3.3 omY oAl ® YBR /¥awU (Forms of Dividend
Policies)

Bl oI H gEferd fAaf=T amrer iRl | 9 iRl g
BT AT BT TITT R & | T9=T gRT i 7 -y 3rgems el ®
I9 A= SR B 2| 9ew Afde &1 iRt wafera € S
AR 9arg o 8l g
(@) em @1 ys fAR=a 9w (Constant Percentage of
Earnings) — &¥-1 §RT 3154 &I Uah (Af¥ed ufiera miier & w4
F faaRd &=, omier iy & w9 & S=ram S HahdT & | 559 fa
H AW g B 5 F' e faaRer # 1) o @ e # I
2| SAfeY 99 R gedl B B, 1 SRRy &1 orIfad B
g1 WRg 99 I AR & AT Sfermy 59 Y B g T8 e
21/ # eIl IRl Bl IR G AT Y &% H gl ol
2| I8 HH b 373 B qIoTR Jod  UR g1 Y9Td STefell & 3R Ul
aRReIfRT # 9T9R # 9189 AIdi 3 Yol STET Sifed BRI 81 ST
2| 9oIR H SRl 37U ARG R g9 H HISATgAT BT AT
BT 2 | 39 AT A I~ AT Pl S @] H R PR Tl & |

" AT F I AR AN & HRT AR 98 &1 Hal
SATIET &R U &1 $201 XA & | 9d §Y AT Bl 3MTehiel Sie
9 3 B0 2 | I HFE BT o ReR A1 &9 8F oIl B, A1 |/Y
& S il B AR g By A R <

(8) I @MY SR (Constant Dividend Rate) — gl Yoil
F1 Ue iEa ufoera o faaver arrer A & w9 # sraern
ST |/HAT & | 9 A ¥ N gUl ®Y ¥ A Bl Sl © fb
Ig 3o fAfIT WR e ATt U R AT | ST aRe
H 9T AT & B BB SN U Y B A amd R FRR




PR & 3R ufcray Rer WIf¥r amier & w9 # 991 g9 aRd B |
ST ST 3 & U A¥ad Uiierd @ 31uetl U ReR aIrier &)
H AT BT I BRb STd 37T 9@l ¥ach! © Al ReR AT &R
A G H Pl WA 81 Bl 8 olfs FIRCl g 3 @l a2
T ReR oMIZl TR BT 91U & H BISATS o Febell & | SUT BRI
| I8 g faar o & b 9gd & A 'R W amie FeiRa
i R G Ua T TS 31 e A # sifaRad amier daw sfwr
TRAT T G /AT A |

SaT AT N & ARG Yaverdl gRT =TS S dTell
=g Aiferdi AR © -

(@) HOR AT T (Conservative Dividend Policy);

(@) SR ™I AT (Liberal Dividend policy),
(M)  gge I GReR A I (Sound or Stable Dividend Policy).
(®) ®HOR ariw DR (Conservative Dividend Policy) —

g9 T & ewaid oM &1 JARBT W FgaE H 8l
ST & | 39 UHR 9 AT BT OAF TR JaT Bt o) fawd
IgedT Td g @1 ST Pl AR I@d 8 3R SferenRar o
AT STTRMRIT T 70T I WR Y& & | $9 AT 3 I Srgurd
(Payout ratio) Igd &1 &H AT H¥ FH T BT 2| 3H UK &
MY SF O B g9 H e 9 gigHayel Ao 2, S
faeraeia 81 ok o guR @ IR RiwAl & forg a1
SIfCIRed Yol @l razaehe 81 | Al B & SfRERAT BT 34
A | dreferad § o™ et g1 Uy U AT BT 9T R
THY & AdDAT a_al A2y fd el & 92 AW &7 uR =
PR Y IR 59 Ya= AP 9 B8 TR 41 FO & AN AT

ST HifeE % SRy
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B ®U H fAdRd &xd & 99 38 HoR o™iy Hfd ded ¢ |

(@) SR @I AIfT (Liberal Dividend Policy) — RS arva
e T @ MBI W BT fIaROT SRl § e & v H§
gic < €, SN SER A T FHET | A BT S 8 9T e
RS faam STrar & faT i araeads g 2 | g9 T # i
T84 8 a1 B © | AR YRR SIuTa 9gd &1 =i 811 8 | 399
e 7 sferenRal & <redrel f&di B e g f2d ®T o1fed
wea faar orar 21 W © 5 39 NI & srgues | e &
faer, favdR @ gfoReny BRI & fTT BUs &1 B 31T Webell
T | TAT 37T BT el Hod W 9 ST & R 7S 8fer Yol Smee
# B BT B BN B IR ST Il ggear &1 g1 uga
|EH B | T8 A II snaegedRil B e § I@dl § R
afaer & forg SiRew Serdt 2 | RSt uRRem g8 8 © & o
BT Yol BT B B FARIT BT AHAT HIAT Tl 2 |

(M) Yoo I GReR amier A (Sound or Stable Dividend
Policy) — ST WA &1 a8 Ny Sredren exil & a1 Th
B A MATIGHARIT T FTRARAT & aAAE VAT BT T
qEc ol 2| 3R g IAIRG  drotiel doreh © | AMEId: oI
faaor @ ¥ 9 ufeenRa e & fy HAI—PYg aRIER Bl |
=T gyl 3 f&ar T Fraer At S 81 Brar & R &AM
1 ufier aut # | 519 o e BT 8, O S \HT gatd drst
®1 T B form SIar & R 9anT S99 s@fdy #§ e faawor
P ™0 F fhar ST §, 579 o § BHT 3 TS BT Tlfeh oIl &% Pl
ReR 991 a1 11 A | gge amie Aif aera uRved # 98d €
STIR vd U Aol arrer A g1 R R sroel Ay
gfereaef &l 99 bR T Fegad] I & wy § srg=rdl 8 | e
T fAf¥ad T YBR B ARERl & fory v smite™ ) forg
ST € ofd: I8 A HFHl &) 9Rg 9 Ut 9910 3@ § A8d




B B |

gae A T H Ua gRT SfeRniRal B g S dret
AT @1 T | JART™E IRac = 8 ST I fhar Sirar 2 |
T8 FRUN B & Hrel & Uew Bl GReR T 1UTd (Stable
payment ratio) @ 31Ul YRR WM X (State Dividend rate) @1
T oA =Ry |
Yq¢ AMIY A @ <@ (Essential of a Sound Dividend Policy)

weh T amrer fa # FferRed o Hiegg 8 afey—
(@) fRemar (Stability) — Rerar I M e faaRor #
feraffierar SH1g v 3 € | Afd PIg SR U 9y ol 9gd & ST
I AT g YT BT 8 UG 3TTel B ¥ oATier gl die
U & OT S TS T8l HET off Ahdl | 39 A, BIg B
HT9 TR ¥ B Ufay e <l § A1 SS9 SR 6% I8 8
3R 3fElf 3 wecarsll Igw e 8l UKl & | s9fory Rer amier +ifey
FHFT B ReRAT HT AMGG 2 | oD MR TR HFT BT Fgedm
3R gl & 2 |

(@) wme < & HAM: gig (Gradual rise in Dividiend
Rates)— TReIT B EHI YT BT AMRY b ATer o= | Hoen:
gfg Bl I8 | B BT A ARD B W G JoF de W 3Tk
TRAT @1 T8 BT BN & b S oM # 1 gfg & R @l e
H PR A &R H Al ghg PbRal &1 =1y | afe fobedt
Iy A A B MY Ar SIfRad amier & faaRor off &=
Y | AT <R H ghg SierniRal # I a9 v § | foed
s # gofl urd aRe # HfeArg e Bl |

() UR™ § HF A (Moderate Start) — HFIHI BT URH
@ a9t H B X W AW ST BT a1y R Hre @
foia Rerfd gge &1 wa | &, Sl &1 Wi & ArI—arer ot
R H fl IR-ER glgHr < AMRY | eArier faaRor # gRec @1

ST HifeE % SRy
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9T SISETRAT & 3 gRad= I g |

(&) ™I T &S fAaROT (Distribution of Dividend in Cash)
— MM BT AR AfHR The wU H fbar ST =1y | Ry
T4 G D DI H ARG gfger oy, O Wi anie (@94
3fen) +ft T far ST |AehdT & | XEld AT BT fIaReT B aHd
I8 @A A1y fd B 31 YoiehvoT BT RrpR o1 &1 81 &1
gl

(€) o T (Other factors) — WM &1 YA Hadl 3ffoid
A W B BRAT AR | T quT DI BTAT BT R BIA B a8 8T
AT BT H_AT AR | O 1 STieT 9 ¥ U &1 9R foar Sirar
g IR SRRl & ITE H gfg & forg srafa @i A fag o
|Hd T |

qge o Hiftr & @™ (Advantages of a Stable/Sound

Dividend Policy)-

ggg e Aifa, Wit et &1 9R 2| Qe HEe 39
AT BT SIFARTT FRA © | Gg& AT AT B THRg faeroar amarer
@1 Rerar vd Fafiaar 81 59 omier T § enfia &1 smmE
BT B, 7 3fel & IR Hod H Sarade 2T <&l & Ry Sy
IR ST ST OR gRT g Tl ® | Ok Reafey @ oy ey
o[ & IR - 78 Rafd el & ik &1 1 gAKd
Fadl B | VP gge amier iy & FferRad o 81 Jad 2 |

(®) oiwEnREi § | (Shareholder's Satisfaction) — E&
3P (SR Aegar g a1 g <afda a1 Yo ur @fad) o & ufa
9gd 8 SIFed Ud 9d® B & SR 9 Fafa w9 9 gfdad e
qTel AT BT AP HEd < € | Vb Y3 oATie i & gRT U
SNl BT e @M ST Fehdl ® | 9 FIf &7 99T Aaifid
qed I @ SfERIRAl R gsdr § RO dRE #1 sid goll
T B B |




(@) ofwenfRal & fyvarg ST (Confidence among
shareholders) — Ud s g AfAd arier &1 3 o o+ &
srerenRat & A ¥ ot & ufay fagard ST STTar | vl o e
PH BF W B AR H Bl T8l Bl § IR BN H |
RIS R& A™Ier Jied! 8 | §9® RN Yol aTaIR H 349 el
BT ARG T I B T | IR afasr H ol ure R H S
Bl 2 |

() ofE @ IR Yo ¥ SvEngGd ReRAT (Relative Stability
in Market Price of Shares) — 5719 3feli WX fafd ) & o
AT & S0 dToTR T ¥ TUeTTdhd ¥ Searade I & | 7T U
379l H HeCaTSll ST TG HH I8! & | TeT e, HFI Bl ARG
4 gl Bl & T 3rdhel TTd 3T & IToR Hed IR gl & |
Goll U &R Bl GHIaT SATGT AT 8l & |

(m) drdareE AR | "E8™E (Helpful in Long-term
Planning) — 3¢ ATIeT AT & ST AR Saeaeharai aer
I! Il & AT BT A edid BT S FehelT © | e o
TR R SrEdTel ArsRil &1 i SReargdad faar S dadi |
R AT T et a1 SreaTels gol Ui & & ARE B
TR AR 2 |

(®) g e § wnfi (Stability in National Income) —
e e H PRRA G AT ARHIY BT Gge AT AT BT
qTeT N, AT 39D BROT ISR AT H ReRaT 3meshl, <1 |wget
3feieaRel & IR BT Yo BT | JAERTRAT BT W T A
Fegel <9 DY T H W P RIS ga B 2 |

I AT BT <@ §Y B Ud 3T Y Had g9 a1
BT YIS B © b gge amier AT I & U A1y |
amier Y P T (Goals of Dividend Policy)

T T BT TIfAT R dTel 3P BRB © | T HAT A

ST HifeE % SRy
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S A B FHE e T B arer IR & #) Ol 2

I B faltre aRRafT & gaR &1 amer ifd &1 aret

ST U8 STl & | R 1 U amier ifa & e # fferRaa

U3l Pl EHET &I H @ AR |

1. TR A B ey SR & e W U dTel U 19 &
| 7 fhar ST ARy |

2. MGG FAERI H HH GRT AFRINT 903 &1 Gor d_em
RT 4 HHAT 39 UBR & fAFINT & JawR BT &ANT
Hll 2, A sfeenfal or srawR =1l Exlt ¥

3. e, RN 9 sefuewE SRl o te R R R
PRA & IR IIRR T4 AT AT HRAT Tl 2|

4. AV AR BT TP STTBIT a9y Aol & wg H &l

T aifey waife aiffe o # faeroreficrar f&d of «

ST BT YT 1 R Al © | SHDT HH IR TR TG
g 9Har ® 3R whe fqufor #§ gwa ot @ gferaw
AT B |l 2

5. YA U H ifRe faRoriierd o1 ) wvA & forg
AT BT AIBTA ATYY & HY H AFAT =12 |

6.  PIH gRT BIs A e MY &1t /& T fhar o,
arer Nfa & Arfed= & wu # 9= Rigral 9 s
TRAT BT ed AT B AMRY, AP AU gF=< g
NI & Fed § Wd v o | |

7. oWy § AfHREd 9 aR—aR uRada & 8 <A1 =Ry |
oIl e¥ H pardl SivmRal & v exere Bk B
SIITRAT BT FHSTT Yaeeh P (o0 RRES &9 Fehell 2 |

3.4 ¥R (Summary)
PR U e vd faciy iRl 3§ amier A &1
HEEYUT I UG PRl & | P DI HOR A Al ST&l i




P YAMRMESH R g9 odl 8] 981 SaR AR S Ml Bl
SPerenREl & 91 el | SATeT Ry W fvar sl 2 |
FHIA! IR H 37U ARG BT 0T 9% b [IgE o HIfd 98 e
At T 2 R S i R e < © oIk gge A
AN B & el o Wy 9 § Aoherdr A AT B
2 | AT URemd Sl @& 3fRll &1 iR e A1 ggo Td w@ml
RE B

3.5 I&ac!

®  HOR AMIA (Conservative Dividend) : $HD I
AT QAR e 2 |

® ISR @MIN (Liberal Dividend) : @I T SFfEBI AT
sierenfRar # faaRa @ 2|

® 3¢ MY (Sound Dividend) : EIRUCAT ol 3fafey
qH Pls Aeeayol aRad= =& fahar ST |

3.6 W—Wed Y

1. ff= ueR o amie it @ e faeer P ek
Rer amwrer AT & o T @Rl &1 weror HIY |

2. Rer amier N oy faemanil @ faaemr HIfSg qer
S 07 I BT A |

3. AT A BT AU SEH b e DI Fad YT HRaT B |
0 BUT BT ATATTATHAD T B |

4. Iy HifRt & fAf= UeRT 3rerdr Ureal @1 TS
AR BT |

ST HifeE % SRy
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TP — 4 MY B UPR (Types of Dividend)

TPIE P HURET
41 IR
42 UG

43 VY B UBR
44 AR
45  IETAAl

46 Wb URA

41 ST
39 $HIS Dl Yo & d1g MY 59 IY &l Fhi fb —

° BT B AT B TBRI BT gl T,
° BT AT @ fAfdY uraens 9ar g,

° A B AT BT 59 YR TRIT IR S OTFH B B
S PBTelE ARIA &THdT e 81 A |

4.2 YXITGAT

U SIS § HHA & AT el & USRI Pl IR
fopar Trar € | PEE SO AT AfGA # A @ GBRI Dl
el W YSH Bl 2 | B A UBR & i &
faaRor @7 sferenRal o1 FFoE & ufy e B & fog oRd
B | 39 318 H AN YHR & el 1 qui fban S Re
TSI BT @Y AT AR B FIfaT FRA € 1 3R HE ST
AT SerenRAl P G 7 iy HRA © |

43 VMY ® UHR (Types of Dividend)
faaRor & SR W) et BT e et § fave foear o




JHhdT &—

1. 9 MY (Cash Dividend) —

I AIH TAferd 9 AR Uy § | foIa dgd amier &t
YT HE & & HU H BT T 2 | AMawgadT 9 91 @l © &
T B Reaal B RA THs F™IE <7 AR BT SR DS
AT S W RN IR AT UG S Il 81 | BT 19T Rt
Y B MR W AHhg AT BT ok iR a1 aRRefoar @ eme
TR TR Bl 2|

2. Y9A I (Scrip Dividend) —

A BT 1 T AL B fh HE & U gt Fadl B |
3R T WU H M &I ST |Fehall & | M BT YA @re], a9
@ W Y A7 afad et # A S # J fhar oirar 21 afe
HH B T YA A Al & R HFHT AT <A1 @l ® Al
PET AT DI AR @AY Ufre—u= S {B A8 9 <7 8,
SR AR Al B | IS MawId B AT LT A it Y
ST 5 ST b B |

3. THUYEl & W9 A @M (Debentures Dividend) —

FUI IS & U H AT S BT A T BT § o dre
A AT BT I A F B A g1 v o fasar
T B, STd BHFT Bl TReAd f R AT 8T | T BT AT e
% el ¥ PRI BT Fory qrved W IR B Fhdl § | A
FOUF U H¥Ed A & d1% <7 BId © SR 39 R &Tol 1 <7
BICT 2 |

4. 999 I IT H AT (Bonus Share or Stock
Dividend)—

I DI § F THE A T DB IH DY BT YohRoT IR
fear Siram 21 srerfa sieenRal oF diid dIY & gl § [EaT 39
fortfag o= o S € 1 519 e @ axerar Refd e =8t 8

A F TR
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2 olR g amier o # sl Brlt @ a1 sfeenRal a1 vt
BT & oM & daol 7 3fF FRTAT o= A S 21 571 ofwif @r
I Y HEd § | SRR T I AT BI U U B @ B
T HHR DS U YT PR ol & | IRT: AT I AR e el
# fifaa 1 {63 S € | afeds M= STieT T & AT
wIfRliel HRfEl gRT SHI—8Hd R FRfqdl @f goll 9aed &
foTq 9191 ofeT SR Y STt € | acAr a9 | Yol &l a9
ST ] FAFRT & foy 9 ofer FARTAT $Rem o BIe 2 |

5. Hfad STIE (Property Dividend) —

SN BT IE U SEMRE B | 59 UBR BT AR
W & w0 H g7 ufenfrdt @ wu H 8 |ear 2 | FH- U
AT T BT B 3T T OIS DT TRIGHR (AR & H9 H
RGN 8 | e BN 78 Sl 2 Al YOI o™ BT BR o gl
2 fg 919 39 UBR & fAf R &1 amier & wu # ofeeniRal #
JieT ST &1, 1 B 0 BIS B ST T8l 99T & |

6. YRl Y (Composite Dividends)—

STg AT T GBS 9N b WU H JAT AV 3 Frfeed &
®Y # e S 2, @1 S YA i dEd © | Ggad AT
el wd FHFE Sl @1 o ReftEl & rgER S
SMATIHATAT BT YRT DR BT ARl IT A fAdhed &aT ¥ |

7.  Yofous R (Optional Dividend) —

Japfouds AT H HFAT 1o+ STernRat o1 fadwey <<t &
T I SWTFAR e AT FHfd & ©F § AR o Fahd 2 | Gfs
RN & AT AT AHS AT T & ®U H U B B
fadwen BIaT 2, o1d: 39 ddfouds o dET Ol ¥ | ddbfoud
T, AR BT fAhed T BT qAR U Rl & |

8. fAuafag @™ (Regular Dividend) —
frafyd amier A @ iy af & 99 B R arffa



ARTROT |1 H HaTelad! gRT Ad f&Har Sdre &R gar ST 2 |
frafya e sfeenRal @ iR af & o # darerdt gRT
AR WA fhar orar B

9. 3IRA AR (Interim Dividend) —

SIINA ST BRI & Fawdl B A7 Jff~H @i §1Y 8¢
fem 1 ST BT B | 519 Bl A8 HEd Nl @ [P 21w
H o gate AT 7 Hfid ) ford T 8 1 9¥ @1 wEifta | g
Bl I §RT AR B TR HATAD AINA AT T B
AP © | FATADT §RT SFANA AT HINT B H AT Feiball
TR S AIRY, Rifd R AM—'IN WK g UeRid o
PRI T IFARA A I HH I8 Sl & Al 59 o) FaTeidh
I B A IR A G | $9 ST H Yoll § A AT BT
WA BT ST S s srdenfyes grar 21 9 & /e ® anier &
YT B R i AT T Mol |l T8 8 IR U dxth
&l B JHAr Sordl © a8l resl Rfd 8 R HE & i
BT IR Hed Xarifad dR R 9 ST & |

10. JfaRad &MY (Extra Dividend) —

P R H gD uRad 7 fBar oy | w_eg Afe FH B B
ooy a8 & srufde 9 sl @ S1fSia &1 Sy dr 98 fafad
MY & AfARaT M & 1T 81 R 9Id U 3 e irar 2
arferRer @rarer @1 IR SR UF SHTE ¥ |

11. GHYY MY (Liquidation Dividend) —

FATIS AT HFO & A iifd Rl wu 9 9 8
P qIm F HfaTal & w0 § AdRd fear mar eme g | wme
MY B & SiiadTe § g 3R Ud aR =fed BF arell
HeAT B! & O ®IE §ERT f[Aded 81 811 & | H¥1 BT FHIIS

A F TR
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B W P B SadbIel BT AMTH AN SADT Goll & AR
YT T ST 2 |

12. <% YA (Bond Dividend) —

SO P b AT T bR 9 GAT b wT H AT
faaRd & & | SHdT S I gl b prol gdH H A
7 faaRa axe wfaw # fa=n Afaa [fY @1 ere afka arne
& BT qRIET R 2| gD foy  SRenRat w1 va wEr un
SR b ST € Y dfvs O 9% U BEd § | aeEUs oA
IR ¥ YAl T YRR & wd H YN fbar o1 g o
g

4.4 WRII

B I SRR (TN B AT BT T W AT
& w9 ¥ AR &=l © | A &1 faaRer s & A= st
SR — Fde, 39, FUUF, dEYH Td gHfdl & wul {9
fépar ST 8 | STIeT & GebR el bl ofTieT AIfey T ofed few
2| Rt S 1ol o vd dfas @ Siavaadiell & SR
R A BT YA BRI © A B AR B YU JATARD
3o vd facia Rerfal Ao B & oy <Ml &1 29 9N 31
F g wrelt 2

45 STl

S%g AR (Cash Dividend) : Fde WU H amier faaRd x|

h TS (Stock Dividend) : 3mafed 39l BT 919 319 & w9
H AT B_AT|

|RIfT ST (Property Dividend) : IRl 3ferdT It gl
P WY H Amier e S|



I=ARA AT (Interim Dividend) : ST<IRA AT HFT &
Fewdt @ faer sifvad @i 99g gY fRar Tar e BT 2

46 W—URd Y

1. AN O R YR 2 hEal gRT aeadar i fhy
S el I IR & ARIiel T Seolkd HIFTT |

2. RN AT ERT FiC ST arel [ TR & amiil &1

qoi BT |

3. MY ® UBRI Bl AR BT |

4. AT @& faf=T waxeut @1 avie HIR |

7B ST gwD
<t ta. &, g - faci vew ([t wae afeaaer, 2001)
<. T, 1. I : fawi gae (Aifecd WA ufed @, 2005)
<. Yeis FAR 9R : faiy gawer [MU™TE U0 ¥, 2005)

A TAfHIR : A vawr (Coass, 3o A )

AL F TR
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NOTES



