




















































































































so Incomestatement

Particulars Situation it SituationA SituationB SituationB
Plan Xy Plan XM Planxy Planxm

Sales 6000X 30
-VC 6000X20
Contribution 60

,,00 60,000 60,000
- FixedColl - 20,000

- 25,000
EBIT 35,,000
- Interest
Xy (0 ,000X12)

-4800

&· - 1200EBT 33
,
800

Dol = 1071
EBIT

1 - 16 1 .04

Note: measureafRisk
X- -- FLeverage Beta

Internalzisk External Risk
(stock Market Point
af view

AFM&
X Beta are related.Leverage directly



80932
-

⑮
statement for Estimationof operatingLeverage

Particulars DOL = -owin EBIT Beta
%O in sales

Par Dol= = 0 .93 1000

RST I po 1028 I 1015 ITOU Dot= 10565 1030

DOL = = / : 904 1048Loxy &

si Comment > DOL is measureof operatingrisk,
Higher The DOL higher is operatingrisk.

So
,
Por has lowest operating risk.a why has highest operatingrisk.

(ii) Beta is a measure of external risk which
measure change in Shareprice with a change
in market.
DoL measure

As both Beta xpoprating
sk
riskafmaya

So,theyare directly related.
· Hence if a companyCen:Por) has lower Doit will have lower Beta also.

·

"greepanyhas higher Do, it wilea

⑭vinysays



33 P Q
① EBTP = EBTq

② mosp = 0.20

I
MOSQ = 1.25TimesX 0.20 = 0025

Dol =i= = 5times Dol== U Times
0.20

③ Interest p = &1 ,50,000 Inta = El,50,000
--x150,000

Into = = / ,00,000

⑦ DFLp = 4 Times DFLa = 75%xY= 3Times

mainSolution IncomeStatement
-

Particulars P Q

Sales E40,000,000 #18
,
00,000

OContribution LNG 25% & 10,00,000 33 .33% E6,00,000

- VC

I-
- E30,00,000

I -
-El 2,00,000

- FC (15) - 8
,
20,00

- 4 ,50,000

EBIT WNQ &,00,000 = 1,50,000
- -

Interest - El,50,000
- 1 ,00,000- 2

EBT 50,000 = 50, 000
- Tax - 45% - 22,500 45% - 22,500
[-AT E 27,50 E27

,
50

un DFL
-

EBLT-Int

xy= 3 = Y
-

2-1 , 50,000 y- 1 ,00,000

42-6,00,000 =1 3y -3,00, 000 = y
3= 6,00,000 Cy = 3,00,000
#2,00,000 #,50,000

un
= Dol = Cont

EBIT Y=outc
5 = Contr 1,50,000-

200,000 -

contp I 56,00,000=Conta#0,000= -



s
B13 FA = 0075

u TopfundsProp funds

I
FA 0075h

zu

FA = 0 .75
-

CA 1
CL COFA= 0075

-CA -CL =- - ↳,
000

- -
-

Propfunds + CL = FA +CA Prop funds= x=24,00,000
x = 0. 752 + CA - CL FA = 0. 75x = #18,00,000
x = 00752 + 6

,
00,000 I0025x = 6

,
00,000

E24,00,000



① coverage ratio = Fundsavailablefan

&
⑰ Int Gresage Natio = BIT

Interest⑫
(Depreciation)

Non Cash Exp
⑪ DebtSitevely

EAT+Int + NonoperativeExp Green
Interest+ Installment

- -80+ 162 + 155(pep)
162 + 178

-Times
->

EBIT= 767
- Int=



Sol 36 Forecasted Balancesneet3113/02)-
-

Shareepital FA 3
,
95,000

14%PSC 1
,
00,000 cost 5,00,000 +1,00,000

ESC 2, 00,000 - B (1, 60,000+45000)
RE

GeneralReserves(40,000+440044, 400 CA 1
,
33 ,750-

-

12%Debuctures (60000) 1
,

10,0 Stock 33
,750

Debtors 1,00,000
Ch
-

creditors 72000

BankolD (BIS) 9350
-

5
,
28 ,750 528,750
- -

CND FA TurnoverRatio= 1 .5 # STR= Gas
- Austock

14 .4 =2000astaln = 15 ⑳odstock
Sall,000=15 *

CI .Stoc = E33, 750
*

Sales= 29
,
0,000

A *

WN
-

material 40%

↳360 co4s=00Labour 25%
-man: exp 10% & 90,0003

Wa EBIT= 90,000--

office exp 10% E90,000 - Interest - 13,200

Dep 5% 45%000 (60,000+50,000X12%
EBT 76,800

TotalLost 90% ,000 - Tax 50% - - 38,400

10% EAT & 38
,
400

refito ~ PrefDiv (1,00,000x 14%) - 14,000
EAES 24

, 400
- Equity,20000x101) - 20,000
Retained Earning 4

,
400



DettorSales= S
,
00,000 El ,00,000

creditors=-afMaterial= 3
,
60,
,
000 = 72,0



solzniculars Statement for nA( (MV weights)-
Market value weights Rate⑬

ESC Ex000 x25= E12,50,000 125 14 .52% 9 . 81%
-

185
PSC (000X08Elto,00 # 11026% 1064%

185

Debt (110=23,30,00033 5099% 1007%
185
-

↑NACC22:52%
= 18

,
50,000
-

D Kd
,

Fu = Elco
,
MP=Ello

,
RV = Elco

, Glutationcost= 2y.
Int= Elo , n= loyas , + = 30%

NP= Ello-2% = =107 -8

K,
Ka = Ent)N

↳ ForKP & Fu =Elo, Rv = Elco, flotation cost= 3%, MP=Glob,
~= loyes , Pd = 12%x = El2 .

Np = 108 - 3% = 10476

KP),
w For Ke, g =5%, Di = E2 , Mp= 25

,
Firtationast=Ey

Fe=+)
+ 5%

=> + 5%2
>



Sol38 statementaf WACC(Book valueweights)sc Book value ① ⑬ Rate ①weight
ESC Gol ↳ 18 .5%

RE 30 5
18%

PSC 36L 5 14 . 29%

Debt &· 195 10095%
-195L WACL #029%
-

statementaf 2A(C(Market valueweights)
Source market value ①

weight ⑬ Rate ①
ESC

I-
200k = 160LHos 1805%

GooL 120:30

40
RE

Y: GooL = YOL
244%5

18%-

PSC 33. 75L -33
.75 14029%

244: 15

Debt 10040L ↓yo 18095%
244 : 15
- -

244015
-A22 15051%

WNO F-
10 .60 14019

10 . 60 (1+9)5= 14019
(x)t[+g)5=

Step D Type
"

*,Press' 12Time
Step-1 =

1+g)=u Step③ =n =

Step + 1 =

9 =(
StepB 'X X =12Times

8 = 1,0000 - 1 -

9 =0 .06 x 10 = 6%



g = 6%, Di = =15, SharePrice = 125
,
Flotationast=5

Kre= Coke) New Ke

Kre= + g I ke=
* -flow m

Kre=x + 6%

·
wa ourDebenture othersDebentures
- Falvalue - Elco Falvalue= Z

Int = [15 Int=16
-

MP = Ex MP I -10

= - =

x
So

, MpafourDebentures3 . 75

NP = MP-flotation ast
= 93 .75 - 2% = 9875
= 93075- (2ix100) = Ens

=
A10. 95%



So statement for WAL
sources Book Amount Weight Rate ⑬ ①
ESC 10,00,000 10150 = 0.2 20% 0. 04

RE 15,00,000. 15150 =0 %3 20% 0006

Teamloan 10
,00,000 1050 = 02 0.01125x 0.002252

RedDefecture 15
,
0,000 13750 =0 .3
->

Go 003
-50h 2

-

WACC=05.

WND Intrateof teembar = 1 - 5 x Int rateof Debentures
Teem bas Debenture

Intrate = 1052% Intrate = 1%
n = 5 ya n= 3years

Mp= 597
#10 = RV

it !
eIt

(d
,
=0075x +1

9805

w Ne =pe=yo=D
-

Kre = ke = 20%



0.04+0.06+ 0.00d52 +003y = 0

0010 + 0.00295u+hut0 = 01C
onoggin+003 = 00150

-0000225) (9805) + 1(0 .2252 + 0.3) = 0 .05

9805

002216252 + 0 .2252 + 003= 0005X98.5

004466252 + 0 .3 = log25

0 . 4466254 = 40625

=
x = 10 .36%

So
,
Int rateof Debenture = x

= 10 .36%

Intrate of Telmban = los = 105X10 .36%%



solvoI
Fund Sales= 40(100,000+50%) =E60,00,000-

- VC= 17 x (150,000) =z -25,50,000

Contribution - = 34
,
50
,
000

- FC - E/5,00,000

=BIT = =19
,
50,000

Statement for EPS
1 2Part Alternative, Alternative Alternative3

Eq Eq gEq

EBIT 19,50,000 19
,

50
,000 19

,
50
,
000

- Interest

culars

I
Debt5L 1 15L

I
Debt 10L 10h

I
Debt14L , 6L

· first5L X10% - 50,000 -50
,
000

-50
,
000

·Neut57x15% X
- 75
,

000 - 75,000
· Neut 42 X 20% - 80,000

EBT 19
,
00,000 18,25,000 17,45,000

- Tax 40% => 7.60,000
- 7

,30,000
- 6

, 98,000
EAT&FAES 11, 40,000 10

,
957, 000 10

,
47,000

-Nogetshares - 107500 => 105000 = 103000

P z10 . 60 -10 . 43 2/00/7Earningpershare

Conclusive : Select Alternative I
,
because it

provides highest EPS .



see 2
AsDI=4.8 D2=5.76

=De (I+ 10%)
= 6.336

8 =20% /g = 20% / g= 10%=-- A
①

*
P2

15%
Discounting

Particulars year Amount ⑪ rate ⑮
Di 1 Do(1+9) = 4.8 008696 4017

4(1+20%)

Dz 2 P, (1+9)
4 .8D+20%) = 5 : 76 00756/ 4036

if & P2=3 = 1960 72 00756/ 95: 81
Ke-g

↑23 Pr today = Eloy .34

Intrinsic valueof share today= 2104-34

D
⑰g



⑳ Statement for EPS estimation
-Particulars Proposal P Q R
CapitalStructure-

ESC &0x2
,
00,000 =EYOL =Gox 1

,
20,000 =E20LGox /,00,000 = EGOL

10%Deb X [Intrate=10%20L X

10% PS X * &repirio = EGOL

EBIT 18
,
00,000 18,00,000 18

,
00,000

-> Interest (10%X201) X -2,00,000
X

EBT 18
,
00,000 16

,
00,000 18

,
00,000

~ Tax 50% 9, 00, 000 - 8,00,000
- 9
,
00,000

EAT 9
,
00,000 8,00,000 -9, 00,000

-pregDiv X X - 2,00,000

EA ES S
,
00,000 8,00,00p 7,00,000

-No shares ↓ &, 00,000 - 1, 00, 000 -1, 00,000

19) EPS 2405 Ef E7

(ii) FinancialBEP

[Int= 2,00,000
· 4,00,000

(i) Indifference LevelofEBIT

EPS
, = EPSL

EBIT-Inti) (1+t) - Pil = CB1T-Intel-t) - PD2
2, 22

·weenPo CEBIT-2,00,000 (0 .2) - 0
2
,
00,000 1,00,

000

· Indiff Lever EBIT = E4,00,000
· Indiff Level EPS=0=



-lenPre EBIT- 0(0 .5) - 200,000
2,00,000

1
,
00,0000

Indiff Level EBIT = #8,00,000-
Indiff Leve EPS = ERpersbare

BetweenCXR Not possible.

we can say that Financial proposal o (Debt) dominatesoverproposal RXS at present EBIT Level.

out Q -P
·

EPS
-

-
P or R

· ·
I Y

O 214L
8u

EBIT

Range-
EBITYL , Select Proposal P gives highesset.
EBIT = YL , IndiffPoint

EBITTYL Select Proposal &,giveshighesa



WND
so To=per=

w Scenalli's

I do overaR g
%
-
% ExpectedRoI

Con Average Retentionate =(% +65%+50%+ 45%+sjy5

6 . = 46%

⑭ g = bx= 16%x21% = 0 .46x21=
WNO ke = Ry+ BlErm-Rg)

= 45% +1 .3 (1905% - 415%)

Et14 .9%
-

Gordonmodel Waltermodel

Po=g =
=96 P= 12+ 21% (22.22- 12)

-

14.09%

E251: 14 .9%

#177021
CON EPS (1-6) = DPS
-

EPS (1-0046) = 12

EPSX 054 = 12
EPS=1 = 29.22

0.54



A Do

=Li*Y
= Eloaa

Situation Retarateia
⑳54= ExpectedI

(ExpectedRetentna
g = bx= 0.54x10% ny.

=g-
CERm-Ry) = 4 .25%

- Ry = 3. 75%

ke = Bg + B(ERm-Rg)
Ke = 3. 75%+ 1.2x4 .25% = 8 .85%,

Po=
Po



s
I 2345678
I 1 1 1 1 / /I

saluge
Pur

. (80,000-⑳- Revenue- 40,000
- exp -Esco

Ifcommission is Befrex If commission is afterTax
sales 40,000

Sale = 40,000 - exp - 7500
- exp = - 750 - Dep - 9250
- Commission- => 12000 PBT 23250
-

Dep() = -9250 - Tax 30% 6975-
PAT 16275

PBT 11
,
250 -Commission - 12000

- Tax 30% -3375 ↓Depreciation 9250
- -
PAT 7875 CFAT 13525
+ pep 9250
-

CEAT 1625-
Statementag alpV

Particulars gr Pufachir(i) Ifcommission beforeTax his EgCommissionafteTax
Aunt pu An pr

Purchase mach O 1 Sp000 80,000-,0 10,000
PVCO 80000 Prco 80,000
-

CFAT 1-85.334 17125 91344:75 135257914235
suraphane & 0.467 Goo 2802 800 9802
-

PUCI 941465 PUCI 74944.35
-

NDV) 1,46075 (5055657

com

Cantinger
-

Us&www .

resourI



A (sye) B'(6yes)

( I
NPV ① ①

- cormulative PV

factoryLife +4 . 443 + 9:2/8

(PUZFA

-quivalentAnnap *
-

onutflns
(syn)(Sye)

⑪ - -

- cumulativePufactIFA
- -=quivalent prco
lover Selected



Format for enestion having only outflows.

Particulars year prefacto Ant PV

Purchaseaf machine O 1 10
,
00,000 10,00,000

Exp(1= t)

Runningexp 1,00,000 (1-30% 1-5 70,000 -

LepTax Saving onDep 1-5 & (60,000) (60,000K)

Depreciation xtaxiate)E
Ca,00,000 X 30%) -60,000)



so
Machine

machine
Lis cost Elo,00,000 15,0,000
2,000-o)Dep= 10, - 2,20,000 Defe2,50,,000

PBTLD =3, 45,000 PBTLD 4,55,000
& Dep - 22,00,000 -Dep - [2,50,000

PBT 1, 45,000 PBT 2,05,000

+Dep

5years

-2,00,ou
I
f Dep +2,50,000

-Tax bo% - 43,50 -Tax 30% - 61,500
PAT 101500 PAT 1

,43,500

CFAT 301500 CFAT 3935c0
& I

P.c pa

+af⑳ Statemen NPV
Particulars yr prefactor machineI(sym) machine(Gyen)

⑫ Amount PV Amount DV

outflow O 1 10,90,000 (0,00,000) 15
,,

,0,000(5,00,000)
CFAT 25 3.605 301500 10

,86,908
1- 6 Yo/Ill 393520 116, 17,679

XPV 86,908 NAV 11,17,679
- CummulativePrfactor - 3.605 ->Yo11l

EquivalentAnnualNDV 24/08 28625

Decision- selectMachine I, because it
&

provides higher EquivalentAnnualNPV.



withoutTax

147 Statement forEquivalentAnnual PVCo---

Particulars ye prfactor machine A (ye) machines (zys)
Do

Purchase Value O 7 1,55,000 1,50,000 1,00,000 1,00,000

Runningeyp 1-320487 40,000 99,480
1-2 10736 60,000 lotto

-apani -- - -
-

-

PVCo 249, yso 904160
-I

- Cumulative pugehige -20487 =1. 736

EquivalentAnnualPuco00314 T117603X L
X

with 30% Tax
-⑬ Statement forEquivalentAnnual PVCo

Particulars ye prfactor machine A (ye) MachinesCrys)
Do

Purchase value o 7 1,55,000 1,50,000 1,00,000 1,00,000

Russingeyp 2 -3 2048740
,000 = 28000 69636

Cl-) 1.2 10736 (1-30)
& 60000-42000 72912CFt)

=>Tax Saving 2 - 32. 487(5000300= 15000 (3730st
--

onDep 1-2 1:736
- -

-15000 (6040)
CepXtaxrat) PVCo 182

,33/ 146872
-& -I

- cammulative PVfrhife -20487 =1. 736
-

-quivalentAnnualproces.Y

Advice : SelectMachine A,
Because ithas lower EquivalentAnnual

PVCo .



Sor48
statementfor ecestimation C

CasnestBasis)
T --

particulars Amount(I)
Cott
-

StockfRM C9,00,000 X 1/12) 75,000

StockoFG (29 ,40,000 X /12) 2 ,45
,

,000

Debtors ·Domestic (2023448x1112) 168621
· Exports (1006552x 3112 251638

Repaidseelingexp (1 ,50,000x3/12) 37,500

Cash (250,000
- 75000) 1 ,75,000

Total CA ⑰ 9,52,759
CL
-

creditors 9
,
00,000X 2/12) 1,50,000C

olswages (720000 X 005/12) 30,000

os man: expe 110,20,000X "(2) 90,000

ols Achesin exp (240000 X 11(2) 20
,
000

InCome TaxPayable (225000X 1/4) 56,250

Tote(L ⑬ 3
,46,250

ExcessOfCA overCL

+ Reserves for Contingery 12%
Total we requirement-con
F

costsheet
Particu Domestic Export Total

RM
10,80,000

workslast-+Admineyp 240,000

costayPredic 29,40,000
+sellinep 1,50,000

costatsales 30,90,000
Costafsale 2023448 1006552



Sellineyp= El ,50,000
-

Domestic export
2400

,
000 · 10 ,80,000

1,50,000 X200,000 X 150,000,000
34 ,80,000 34,80,000

=Bung&L 655211 /

W ~



Sol4E--

&

Sp=E3

VI=Ez

+ vc =2 gSP5
Proce Toast*0 X*--

= & & * =

O

Job wit
a

east

Sales XXX
- VC
- FC
- BadDebt In-
-Biggiven -
opportunityE-
- arringt&Cost Tax
=>



Sole

90
Dividend-
· <A) (m) [] (Jen)

(m+j) (J+]) CJ+A) (A+S)
- ⑭ ⑤ ⑨

&8

E :

,2
.

NaSeries,
Brahmas--t
-&⑮----



We welcome you to our community

Dear Student Lets connect!

Telegram

Youtube

Linkedin

Instagram


