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_Km,f, e
FV = Ax CVAF,, (1+1)
U
FV = Future Value
A = Amount of Annuity
CVAF = Compound Value Annuity Factor
R = Rate of Interest
N = Number of years

:2;}3}

(n ol 30 P97 1 Lo U1 S b i S 3050004 6T Ll 3
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FV = Ax CVAF,, (1+1)
= 5,000 x 4.573 (1+0.09)
=22,865(1.09)
= 2492341,

I B’ VA TL ey

(Present Value of an Annuity) IR R Y J Ly - 2.6

vg/fﬁ:/“at';)rl.f"/g:/l./u@[&%&wégﬁ)/fdf}/ﬂMLU}};}UL«{/U}LU';&JV
Uz S o S AN G § i K P e Kra e Sz § L
SIS TNDS = Py B Rl SV NN R 510 e v Pty ROS PN L)Y

e el s sl Ur-urdTon S’
[(1—7)""]

PV =

Rl

‘..
3 S
lttesd s S i3l g 01 0 o i3 205000000 L sl it

4l 3100 2l

1 \1 1 \2 1 \3 1 \*%
PV = 50,000(—) +50,000(—) +50,000(—) +50,000(—)
1.10 1.10 1.10 1.10

=50,000x0.909 + 50,000 x 0.826 + 50,000 x 0.752 + 50,000 x 0.682
=45,450 + 41,300 + 37,600 + 34,150

=1,58,500—2/

e O

:(Present Value of Annuity Due) Lz, szt

HTEN LS TG RATLIf 18 G St a1 din e Sl s
et PSS S P bl G LI ULl ot S 2 b S i3/ &
G# G P et eli o T 2102 U BLe 2500004567 £ b b f 10t £ e
Fobdssed £ P18 S/ i 6T LD f s ol e (P Uiy e LY AL
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BICE SFls
PV = Ax PVAF,, (1+1)
=50,000x3.79 (1+0.10)
=1,89,500x 1.10

=2,09,450_1/

ol e b g omlie d Yz §ubf & Uioe Kbty o £2
oo gt SIS L P J e s Pt vl e b LG 1 T L s
-‘at’lgbfAmortisationJ@{.Capital Recovery (}.L.JQJ,L//JIJL‘L
4 gg?

P B8P S F e Ui-a 1070 2§ or - B F 29,600,000 4
—ntle I 2 6L31(10)
(S

L1 t5:6.1451 58 Ll ST 15,0 10018 St O F

f 42Ul-= Total amount to be repaid / PVAF,,
_ 5,00,000
"~ 6.1451

= 81,366 &1/

(Meaning and Nature of Securities) :«ff)j) rfﬁfiaw 2.7

ol -t & Securities 6%  (Financial Instruments)e U7 $los./ o & £ JE 51

L/ Financial Assetﬁﬁidtfaw-§.66lg Ja/g?/’uuﬁ;g Juuna‘-&nutuﬂuﬁ);ﬁgfgé}

Sekz B0} S Uil el s Ul T FT il e P et

7 -l Securities €7 fFinancial Instrumente 0T 40 402 §5F e bl e d S0

pJ,L/Jéf”ut&{aw_§_&nJ3ﬁ”4j}/,¢u‘”_w‘vd/,t/ Jr/'/:fr“r-§-J¢u"{u’/“/5’

s S St B T e F 3T e (Sl LS Py ot S P
LAVI-USE Sl
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V=Vy4+V,

V = Market value of the firm
V4 = Market value of debt
V. = Market value of equity
Jd{‘_f/ufcuﬂd:flﬁ«ml‘Q&n/ﬁdLJf‘LJTdLC/&}@’JW‘J./‘?'L}G“SGCUTity”CW’
S o P r & L3 nfad eds 3§ p TS enpd e nili §
-g/d/P/ﬁJJlufcat'lgnduﬁﬁi L}LG’{UQ/U/U::«/%
tehor® Lo K2
ekt et AL L K2
e PSS AU k(1
e QS L TR Qud b B F Sk
B SR AS SNF STl €
L SeOF AU 5B S eGP L s 62 L ol 4
(Types of Valuation) (L5 Py
Wi fols K215 Value SEL = T F L 239 (Valuesd U2 S RS KL 4]
Hisf? ezt Ko Mo §Value) B Lo} xS o ot et LI eSS
il 49 k(Value) .4 uﬁ/lﬁ'é chﬂ,&w L;l}! I J)f.’/-g}’?ww/‘nﬁ K(Value)/ﬁni Lo/:a;//}.."f!
il P 31l LK Bmsdstosk e Pt 68 2t Ak £ K
Jer1 L2 5 e (ol i(Value) 3 S Uit st Foo skt AsK e 3 Pt ool 7
/,l_§_an)/KMé/ A B AL SRS AUt s a2 (Value) s S 419 o sl
_ﬁ;ﬁﬁlgu(cjulvas.{’d/C:a/Jd/Value/?pl'au’l_ﬁ;&n_ic;/ﬁd/ﬁt“!gﬂ e F S sl a5
-‘gﬁﬁtgl@@uﬁdj}/m
gécax}o,&@j;u&f;ﬂ&(}m,)m Kc«g//ﬁg}o/d/ﬁb‘lfu/:Book Valueuf//ﬁ‘,}ﬁf (1
AU e dtnt L2 b e T O £ el il P S Ko 22 (F
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Jordid e Qo $nad S L Eor p e § 281 £l e bl (Book Value)
LEG e b U1 L L ost £ ed SUTer Ut ebinn ot 6o - Qo e (G
(Intangible Ut § 2 F b6 U Je1d £ plat £ = S(Fixed Asset) Uit &~
&MG}D/..})./}’:«L/&’}L—" uﬁ:«/ﬂJ(Shares)W_t'nujJUbl K sl d!u’{/?;wfd/Assets)
&MJQWM‘:U‘Q‘L&@d/.,«/i/’/ffﬁc;;iﬁd/fj/g/gfd/(Reserve and Surplus)

-
¢

s S5 P AT I P e e S 3815  Market Valued (0L
LJI-‘a‘}najpc’,&gQC‘/&ng@d/ﬂ/?/)(lp-u,?é:i/uéOpen Market Valuation/u’l
i el § 2 2l LG G E s U Skt

&3) S J! /.:J? Lg;pgu n.«vw/‘ Ko%.)kg d/(/ : Going Concern Value cw}: J(/ )Jlg
"/ }Jlg.ﬁ:‘?fSecuritiesaW-‘L 3}?0}&)40&(}%;! :,ag/“‘f..ﬁ .w:f d/"/ ;Jlgf./ -ngk)/
LUs P K E KN Inst oo J N o b\

&;/&)}fujlﬂ rl} &1 o3 Jﬁ&f,ll;? (J_/JKL;JQ;/K(/'/? : Liquidation Value:/g uLf'L;
Fg - 2 Liquidation Valued (% 5 7 Jser o o33 U361l L3S s As K-
S U AU e Qesress pS6t 8L lons o E 2 Lo tblols /il Ak
LB F i e (nFabed ¥ e f 8L ot o (ot e 2 d 0
SUSni s pl 3w i S Ak 16, L e (T Ut S < Cash inflowssle 1y
Jﬂ}?nl?/l&;&))d/uﬁﬁ!ngujL/Jibpgwu(agul/!;uﬁj_‘a‘jlgd/bla,g/,uf
_uf;/;fo/d/gu‘fufu?njzuuﬁ)’mﬁy!d?/ﬁ-uﬁ%éﬁ

Historical Cost.:fv u';"/t‘@/iu' 16,4 J uj G &fu’% 4 s (la :Replacement Value 4 (f 14
:.lf%u(Replacement Value/ﬁu‘.’férfd/,lf»ﬂj!_%ujcﬁlb/ L)’au;,//ﬁ,/,t§_ttgg4
S b St etonir ) P e s B e Qe SLS 1,
S pS1-edn s end S vz e Jen L o j iy A unte 3 b
SISl b S o o S 21 S e ST U6 S U1 22 L
e bl B S U8 A A St e b S e
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Sl e ¢ s S 35t True Concept of Value / Intrinsic Value 143 (°L / 159 & 6.3 (6
= LIl B Fd s s ki 8 o ol e (Ul ) L
&36?4&!;@/‘1%}:@%(51@3J”'bﬁul4.:44'/Jffﬁz;lcﬁ;LUi_‘LJ}1/f({}?J;lJ
é/(#dugjrd/ﬁwuf‘?u:.f}’me‘Ltﬁlguﬂ?m*uu’fuﬁo/ﬂuﬂ_%lgt/
"

iUt e S oS e bt Usir ol S P K o Bos s LGB S K2 £ Sl dd UL

= (PpLss

V_cl+cz+c3+c4 Cp
T A+K) (1+K)?2 (A+K)3 (A+K)* (A+K)m

n

- Z —a -flK)Z

Vy = Value of the asset at time zero

Cy, C,, C3 = Expected cashflows in period 1,2, 3 and so on
K = Discount Rate applicable to cash flows

n = Expected life of the asset

t = time period

(Valuation of Securities) d/P 24 L/{ =7 2.8

LU RS S il

(Valuation of Bond or Debenture) 4% .4 J J ,.Z.‘fgi’g (A)

3 (At Pan = 1 e Sle el SRS S _e JTE ) Lk
/,uﬁ"/dué_tgdu"/"/%qtgJ(}/?kwu_c‘_&tgdwﬁ/?/)51yj§Par Valueed J1- b LS
thd;mﬂu‘fc}gf;y4ﬁ"/¢’u4(£ﬁiLA»:Jﬁ;4jﬁ:ga,wLm_c‘_&tgdwﬁ&%m;w_,e;,d/@mjg
/:(}fx'./“gt“lyw/u’{Debt Valuation/dz@zﬁgfi‘&-+ ttgtf((}v,yw;;14ﬁ“/w¢¢u u(u’i_‘g
sk ISP g B L a0 g QP E b S il e TL P
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et E RGN P VL PN L e AP e e LT L e bl
LS e e S U ¥ e G e S g T e Bt P U
Seskdoabngl FEek 501605 S5kl o Default Risk 23§ U1 b x4 VAL 2 609
e Urolind LJF G LG5 Gl lnd Sed Sy A AL 3L
e el Shn
(Bonds with a Maturity Period))ﬁ@j(/£.@/bbw¢b (1
(Bonds in Perpetuity) 2L Slss (2
(Bonds with a Maturity Period) £ £l s &5 (1
u’m!ggma;lfﬁ)f;ﬂbfd/@/ﬁd/u’!uﬁo/r’&!:’glgd;;)/vubdgax SO0l S 2
e b U b5 el L L dSiafioc tol o S S0 b szt

Ry R, R M,

STk Tk TA+KDE A XKD

n

Va

_ _ R M,
_; TA+K A+ KD
V,  =Valueofbond/ debt
R{R; *** = Annual interest in period 1,2 ... End so CH.
K;  =Required Rate of Return.
M = Maturity Value of bond
n = Number of years
ﬂéuu_‘aéwnhﬁf (1 + K"yl semied S0 S b1 e tils sl
d)’ﬁ?uﬁJ@L}_‘LCglng‘aﬁ:’JGmulefﬁfjcu U Present Value Tableégj S AT A

e P e o5 o n s L4 S
Va = (R)(ADF;,,) + (M)(DF;,,)

5 JF

K L et 4 (Book Value)ed QU -l 2 1a 7 51976 2_2,10,0008 £
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_Jz_g&ﬁ;uﬁnwffu’u“/’(fig-‘glozu%uc/‘
S

Ry R, Rs R M,

Ve=arkay Tavkar T arka? T Ar k) T A+ k)"
80 80 80 80 80 10,000

T AF010) T (170102 T (150103 T (1F010)* T (1+0.10)5 T (14 0.10)5

-Lafﬁggd”ug/wanz_/dwﬂ/&f&&?%

Jl/ 194 d,l'a’ Present value factor | + value of cash flow
Year Cash flows
1 900 0.909 818.1
2 900 0.826 743.4
3 900 0.751 675.9
4 900 0.683 614.7
5 900 0.621 558.9
Maturity Value 5 10000 0.621 4210.0
Total present value of cashflows 9621

KnLgd L9621/~
Va = (R)(ADF;,,) + (M)(DF;y,)
=900(3.791) + 10,000 (0.621)
=3411.7+6210=Rs.9621.9  or  =Rs.9622.
(Bonds in Perpetuity) xSl (2
Bz e F S LI A0S E s r 2 S ot &

—e LUk U
o R, s R, R,
TTA+K)T T 1+ K2 (L+Kp™
_ o Rt _ i
= X1 (1+K )t or Vg= Kd
Uz

V;  =Valueofbond
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Kd  =Required Rate of Return

R,  =InterestatPeriod 1
R,  =InterestatPeriod 2
R = Annual Interest (as interest is constant)

‘“

6 J&
,?.Jngjﬁ(fu’!_‘aL"/(Jilaé_u300.‘/ﬂbf)f/}l'4m_‘QCE//A“_}/S,OOOG’.{L,?@dw_{!ut':{l

?nlozu”mc/“/m

R 300
V), = — —
d K 10

100
300 100
10~

300
= —x100=3,000&2,
10 ®

(Preferred Stock or Share Valuation) G882 LJSbIF >

P FE uparaler® S Z Qe Ut P F G e b S TS
P e it £ 81 S 1 P 33 st P F 5 b\ 2350 o 1 s
P dsle 01 S s o A7 F L bt 8 L p S 2 din s s
e G laé}'/;l.:,f}/?U}/l;

Ju_+@/wué}‘}mLuuu‘fﬂ&uu‘ffutduugJ,L//um;u“”&f}/?&ﬁu((}
T S Ky T F et s AP 2 e PP QR A P e T F P
L L7 F e oL ean P LG St s G P e (e
e LU b 520

(Value of Redeemable Preference) ) J u‘i ‘f? 13} G
S d . d d Pn
P (1+Kp)! (1+Kp)2 (1+Kp)"(1+Kp)"

ez
Vp = Value of Preference Share
d = Annual dividend per preference share
Pn  =Maturity or redemption price of preference
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Kp  =Required rate of discount on preference share
7 J&
SEnZ S} gt ged Qo Gl 2 ur 2 bba s 7 5874501000048 &
_ug“;gc/m,} W od LS A2 2 liec 1070310 5 Ko
S

. d N d N d Pn
P (1+Kp)! (1+Kp)? (1+ Kp)* (1 + Kp)*
800 800 800 800 800 10,000

T F010) T (15010)2  (15010)3 T (15010)% ' (1+0.10)5 ' (14 0.10)2
800 800 800 800 800 10,000

= @10y T 102 T a0y T a0yt T oy T a0y
800 800 800 800 800 10,000

- 1.10 * 1.21 * 1.331 * 1.4841 * 1.61051 * 1.6051
=727.29+661.16 + 601.05 + 546.41 + 496.74 + 6209.21

= Z 9,241.84 or 9242
_‘L(ECL‘?JUF‘{UZ#JK/LfLﬁL/JW’/&PI‘CSGHt Value
V, =800 % 0.9.9.9 + 800 X 0.82654 + 800 X 0.75131 + 600 X 0.688014 800 x 0.62092 + 10000 x 0.62092
=727.27+661.23 + 601.05 + 546.4 + 496.736 + 62.09

= Rs. 9241.886
(Value of a perpetual preference share) 8 S 7 51
P 2t Ul 2 sl S6 Lo B b S G 2B ke $F S S S A2 F 2
dbdod upeddnnlifin

V., = i
P~ Kp
Uz
Vp = Value of preference share
d = Constant Annual dividend
Kp  =Required rate of discount or return on preference share

8 U
Fogpl S b dziyie sl 600,;utm‘‘u:»(/%uzo,oooéiJ LG S0 b
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12450 f Ko B S d S A7

12 _ 012
100
d
P Kp
1600 1600 _ o 100
“o01z 7 12/100 _ 12

= Rs. 13,333
(Valuation of Common Stock or Equity Share) S0 J u“i él,ng (g /"5'

S8 L N e Bt LSBT F it § 5 S 7 dnt S 2
G en g i 58, 7 B B B0 S PP F i £ e (B
B It T P SR ARSI S SR IS et FOWRPR PN
- E

LSS ppd iy -A

258 A 800 B

SIS i SISPGSBS -A

(The basic valuation and dividend capitalisation models)

38306 A e Sl L6557 i P e S B E 5 LK o
S o Capital GainZ b F1 i S s p e J S P72 i giad PP S e
VNV B IO £

(One Year Period Valuation Model) ~ <¥$A.0-Li  (a)

LIS P L LKy Lintr S essp S 45 d E LI PP Qb KA L1

_‘aajlgglﬁ.ugufa/ﬂd/@w/gﬂ_(fn/,l/,ﬁ&ﬁ/'ogd/ﬂmoguﬁrd.?(:(tﬁi

D, Py

Fo = 1+K, 1+Ke
Uiz
P, = Current Value of a share
D, = Expected divided at the end of the year
P; = Expected Price of the share at the end of the year
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Ke

The required rate of return on equity or

the capitalisation of discount rate
9 S
Seanl I ol -t i S =31 pan e LS w P P L
_ESIS S e 167 SIS e nE S PP e 360025 f
S

Dy Py

Fo =T ke " T3 Ko
21 600

=1+015 15015
21 600

1.1 +1.1
621

2
1.15
=Rs.714.15 or 714
(Two Year Period Valuation Model) S (b)
Jﬁ@f“i Z ,:L/uﬁca/ﬂ&lcntz)/&;/'/,g]’é LJV})W(}DL—UK:L/.Q/?

devdugshsded

po_ 4 D2 | P
° 1+Ke 1+Ke 1+Ke
Uz
D, = Dividend expexted at the end of year 2
P, = Expected selling price at the end of year 2

1 OJ.'??

Coyf Lo pmmdt p, o760 Sespiodion Sy 277 Julnfi ol
St e insb660e5p 2 d o P Le pivoa g 322 50me 321 o Py
g S a5

Dy D, Py

P =
0 (1+Ke)+(1+Ke)2+(1+1’(@)2
21 22.5 660

{7015 (140152 T +015)7?
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21 22.5 660

=15 T @5y T sy
217 225 660

=115 13225 13225
= 18.260 + 17.013 + 499.054

=534.327 d'“_u
(n—Period Valuation Model) - 84. N (o
J)l,.’ig) Kd/l;’/ﬁd/,ﬁ _;41329//,}‘.” K&./wﬁ//é//:aga%l RSy n/,«z? 3!5@‘/(&//7

_‘L.L:-’i)u:gj’},@u
D D D P
Pp= b e
(1+Ke) (1+Ke)? (1+Ke)® (1+Ke)*
n
Pa

o= £i(1+Ke)" T d+Key
LI Jef A 3,307 S o P D 4 Lot 25

_‘aﬂlﬁ.é/fu’l-ujé/(#";n
P, = (D)(ADFi,n) + PO(DFi,n)

: 1105
2P L0 L 320, 7 Do n S EI Ut K o L1 frosler

eaB 12600 FEnE U B ilmadn i o S e 1320e5 i
P, = (D)(ADF;n) + Po(DFyn)

=20(5.650) +320(0.322)
=113.017 + 103.04
=216.057 &2
(Dividend Valuation Model) NS5 23
e S 56U o G P I §F S 15 S 72 ke 1 d3 3
= d ST e S e 1S P e ald b Lo n g w6 S 250 T
s é.tauﬁrﬁuf SSaea Sispst it S

Z 1 +Ke)t
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(Variations in the Dividend Valuation Model) ug,«; SINEN B des 95

;/Lﬁf;;"gfuﬁﬁjv&%;j'%l r/ é:’//ﬁ:(No Growth Case) U =9 u(d'_ﬂ;l/}ﬁ é/ (a)
e d S G dSa S8 ikipom L e i L

u(U»f'j Sy C/:' UL{JJQ:Q?:C (/ //i:(Constant Growth Case) Ux wss? u(V'uf'j WJB/ tb)

—waz?‘/ﬁ‘f.ﬁm{nut{c}
° Ke—E Ke—g

iz
P, = Current Dividend
D, = Expected in year 1
K. = Required rate of return on equity

= Expected percent growth in dividend
(Supernormal Growth) (9s¥ db J!/ g/,:c_dﬂ.' ()
IS 2T I T RTINS VI SV N &SIy Ul

-4‘-Cglg,@’/")"”ugcu d/JpJL.a

p :D0(1+g)
° Ke-—g

(Earnings Capitalisation Model) ~ JiK(£: L~ i1illg
ST S F7 S Sunz ot B TS Ak ot TGS S

-‘Lt’n/?ﬁyfd/dk,:l./
 Ey(1+Db)
o Ke - br

(Rate of Return on Equity Share) (#s¢ ” (sls

S 2 kne? SUlea J e Fa AL $BE# S K A i8S P dils
PN ST s bl U ( Capitalisation Ratel 24 g U1 - Bl S Bsk 5
Kozl U-c Qs L g, L L FRGU f Sor A b0 P L Grea by PR GHK Ay U
Ui SFIL 2 6§ nRisk free Rate of return + Premium for Risk



°“Ke—g P, tg
ol
P, = Current Price of the Share
K. = Required Rate of return on equity
D, = Expected Dividend in year 1
g = Rate of growth

(Capital Asset Pricing Model-CAPM) thd/{b"a{? 2160 2.9

A2t Qe L F o1 S Ao (William Sharpe)e 2 (£3U41963-64 &£ = v
kel e e §3 A Jr L ot ‘}LJ(}.VL'Z S8 A E T F oy USE A
,L/J;f LJ{JLdl‘/f",d;ﬁu_bat“/dﬁgh//m/Vgugz ugz_nu:ufu(_aufdl.(t?;ﬁr
A5 un B e a8 S E L 25 F L F GGk i
,LéLut_wijc‘f?d/&uz,}up/v‘f"@;/vg/(fza,"&uwg;é}/ﬁ%gﬁ/’f"‘iu/vg/
K I L e I SARREE po i 2 e bt §B e
LS s § J""Ciu’ ES S Ko 2 S FE G fnd LUk Ay,
u(,l./J&fuw-wLnfL‘fmc}ug/'4fcfu?;/fﬂz/l{,l./ﬁ/!fg-wifk}w;ié
A EF S U ST ee ot 86 F S ek sd L1 BV me (oemis F S0, S
s i JeScaMp. £ S e £ (Rule of Thumb)o s F 2L 27 L NS
G st de g Fr U S F e &S L L L FK(Risk adjusted discount rate)
_‘Lg}wc,u:’jiu;‘f Sk
:(Assumption of CAMP)le .23 4 £ CAMP

~uttionele s M L CAMP
_‘L&n.:ﬁzuuynéuwdt RIS
e bk St So Ll W Susb b ol
_wLnJ‘uétrd;L»/uuK,L/(ﬁ,S
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AN AT Y Ay
-‘Lt‘L‘a.L.)&)U}J%iédféahk”/u;/ﬁ,h/ﬁ
— LEGYP S rsni Uy o 216
_‘at'n(Linearly)ubuJ’}Ju‘uy/;iu{'l}a/“‘m([ﬁﬂ
e B A i E s
:(CAPM Formula) £>§CAPM
_LaJ“},?/;,b'JL}KJI‘Lt'lg.t‘gy/,:(Linearly)u}’L};uyuifiﬁmgﬁ'bc}'%/;/’%ﬁ;
EG) =R+ B (E () — Ry)
E(r;,) = Return required on financial asset i
Ry =Risk free rate of return
B: =betavalue for financial asset i

E (1) = average return on the capital market

e Bz K B BUCAPM

b *
(Techniques of Time Value of Money) Jﬁg J I N 6(.) d/ s 2.10

_ugéuégufg»/“/)’(u“i LJZ&JJ}&UJA
(Compounding Technique)ES4 ", -1

(Discounting or Present Value Technique)fGJ Sl 5 -2
(Compounding Technique)Z Sk, -1
s e b L5 S S S et IS P L5,
Bl 2 20 e Qo6 KA A S o L Wil e U LP LS,
b PP U Skl 2L L ealff iSor il WS LA
S v 2 Bl Uy P e Qe Pt v Lendi S
e PG T s nd 1 B LS S it i § P i
SRS G B, i
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ABAEST S UM LB
BAESTSs s 2 i
Future Value .
keSS pnd i n oS ST LSS o Lt e
S-dxmbie 320 AL S Sor o f 2 U - Snmli 25,50 P o vt S5 6
Terminal 13 6% £ 250 o AS B Enetbn Ll P ol sy SR s PSS
dJKJ//Jf,@/’LLnJ/f uﬁ/ﬁd/d?y£/ﬁJ“5/J@Tf,4/_ujjifValues
- tbl/Compounding
LIt do—a bk s LSS SB35 S G L=
K ea? S Gtot s Bt P B Qe S 1 Qo S0 £ e 3 e f gl
cedionbl
FV =PV(1+r)’
FV = Future Value
R = Rate of interest
PV = Present Value
N = Number of years
: e S B e St 2
Future Value in case of a Single Present Cashflows
A g PR
FV =PV(1+r)’
12U
122G 2300 e 3l B ST I LS 05000
AT Sy
FV =PV(1+r)

=5000(1+0.12)"

a7



=5,000x 1.12

=5,600&s

13 J&
SBEP R FT w107 LU e bt ST Ut ool Far & £ g 007000 47
FV =PV (1+0)" S
=7000 (1+0.10)"
=7000 x 1.464
= 10248
_wég)ijégWJ’J!Lz,&)Z:}g 1Ly
14 &
§P e T a b L8 pow 8% e lis /i3 /120000 ol d s
o isd ne ozl
FV=PV(1+1)" S

= 12000 (1+0.08)°

= 12000 (1.08)°

= 12000 x 1.851

=22212¢ %
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Doubling Period =

Doubling Period = 0.35+
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Rate of Interest

Doubling Period = 0.35+

69
= 0.35+z =0.35+11.5
=11.85Ju-
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PV =FV x PVF (1,n)

PV = Present Value

P, or FV = Future Value
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R = Discount Rate
N = No. Of years

PVF = Present Value Factor
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PV =9
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N =i

_FVorp
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~1.08
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T (1+n)n
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"~ (140.09)2
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~1.1881
=16,833 .599?@51

PV

<L F
PV = FV x PVF (1,n)
PV =20,000 x PVF (9%, 2 years)
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Present Value of Annuity / Series of Even cash flows
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PVA = Present Value of annuity Cash flow
P, = Uniform Series of Payments
R = Discount rate or Interest rate
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P,,P,, P;,P, = Uneven Cashflows
R = Discount Rate
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LA AL e QoS GaE S iy enZ, Fud he iy drenfer’t 280/
L LSRN o F e FE IS I S Z S 7 F 6 s o s d e/
S Ll s lo o A @;WJ%14_§_anuTKJf“JJ’u/£1 § ) Lgﬁ;tﬁid/%%
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P 1

Ld/%l- Y "LJ? s E/ﬂ‘f:{ .ff.} [ d/ %l/,: :(Screening of the proposal)ué}.; Id/ LGI/,.Z
Y& Ku%u,uu‘ranL/&@&TKﬁUJﬁ_‘awy@Lic;ug,ubi@KJ‘Q%J;QJ@
B P b E L BT S S S L e pE pun LB 1 bl et
el Ui nZ, Fad s drats £ ko] plee F alapl i Al gn £
—e b

‘éVC/&JibLJ%!/,:J@-‘Lﬁ/(’Z'_Q ébJ&él/,, :(Evaluation ofproposal)éhgd/dﬂél/?ﬁ
(Net Present .53 (& 325 (Pay Back period)e (%1s £6(Rate of return) $uT &5 GuTT
Fe & sl ‘L&l? Seud el i nl S HFGE=lar i F s Internal Rate of Return<Value)
_e b Il

Zoed Ll L1, % o b pal (et 2§ el (Fixing Priorities)/S ¥ 5 4
ngu(dﬁ:,.m J%u?/?;gd/ﬂ}ug}ui'a,o (L.&,ofé?ug]cq_ba&gd/dkeu J%14w£
O EGATE o bl o AT 28, L 3uTf s pitig f 1 L s BuTolioe
Pl b s thg LBl posf o N1 L Mmr ot B e Lo s e 2§ A e S e 2
Flbr ot/ 281, i s LA s Ut eaf b L(Pay Back period)e s (5415 K6 e
K= £ AINPR) 145 002 5 £ b L (Profitability Tndex) s NPV, 42 Plb_e
e bbby oty

o J. %l/? ~e b de A LK. ﬂﬂ S5 & %14 :(Approval of proposal(§.#* g %14_5
3tk FIKGATS f 28,0 (28 e Qe S SUA 281, L o o 6k
Jféurﬂ:cu Jf“/l;k//%i4_§_&nwu}gfdw'mewﬁ'/d/,t/ uf(jug}‘d/.ﬁ‘él/? =
S-S TSt 516 S b puin L6 S bl fe QoS eolonds
et A Sl AL S

2] d/fl'd’f LJIG S PP d/ %!/7 :(Implementation of proposal)dnff 4&6‘4..6
c,b“,u:.w.u/ir_%_‘gwg@/“f(f;wmd};iJuﬁt‘if"'ﬂ«./wLdz?’gf&éu’_‘gm
QeSS Lt U b o e Qe SIS S sy s Lo o
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SLLIF TS 28 QoS Zumsss§ui ot B §ebi, o
e Q63 ol 2 sy

SESHKE LGt do p § 5T 5 FL LS 261, (Performance Review) &l § 0./ 6.7
Col o LS 20 F o o r JS QT P o by 1t £ U5 Sl e (e S
G5l bl A TR AT S e 61 e bl K L1 Fst S L g
U Ll s Al - Qe S VS it T L5

‘(Learning Outcomes) CCde! 4.8

LI L LG IS e Gt/ S o1 S A A L35S s
Fo U b Gt U a6 2 G 2 e et B S K o~ St
U S8 bt Pl 6 S bomthe AP Lsoipfor £ IS P
Fosdini S0 B e B p 8 St 0360 P et f e gt 2 f S
J,L//L}'&./;,/,/J:,éu?-%étgJd/K,L/4u?L“1J°VJLdﬁ,f’”iw-uj“gmfu
FH S il L P TUR A f e fosicen fe bolf SK05
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2 L LS e, S Uk e L = U™ Gl AP
-‘Lt'l?y/df:.géawlﬁﬂLJ;;“/?JU}’._’JG’:"L%’/.:_LLVL?u//g}/;‘a’/&*//:()/)’b}bikb'?/:
aditseb A LS YNNI LB

Screening of the prOposal..«é},/‘ e %l/? -2 Identification of proposal (§£ Jeg £-1

Fixing Prioritiest./ u.‘.’J KB Lz0-4 Evaluation of prOposalélg d/ 2Ll 4-3
Implementation of prOposald/ﬂJf 4 %l/? -6 Approval of proposal(§/#* s £=5

Performance Reviewélg d/ uC/C 6.7

(Keyword) EW'U){K 4.9

_ﬁ;t’ﬂg(dﬁ:t'wl t/ﬁ@@qt:» u,;,«'/ujwda’” :(Installation)uﬁ W@l
_ct;L"MUEAU;Z/U;i&,@Jaﬂfvlﬁtﬁjl&vdbiLL&/"{{/@UTK,«; 2(Repair) 06/:(2
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(Traditional Method of Capital Budgeting)

121 L S

Introduction »* 5.0
Objective #B 501
Meaning and Definition - /‘j /)1(}2'}‘ ;[j’/ 5.2
Methods of Evaluation of Capital Budgeting & S éiélp d/ G-y d/ b 53
Pay Back Period = b u/“’h,:t/ 54
Average Rate of Return Sl Fhal 5.5
Jgituy/;zid‘uc}mmwuﬁm,t/ 5.6

Differences between Pay Back Period and Average Rate of Return
Learning Outcomes 5&&&6 5.7
Keywords sWiAE 5.8
Model Examination Questions e U0 e 5.9
(Introduction) /f;z'? 5.0

L LS Feinddad e o ETCEESIDG 2iir § b LT 2 61 I

Fedbdut S o E TS s GIF S 2 it e Qo S 6K b Syt P
JL’:"”ILJ?J(’/”J:U}&/H:/‘5/.:‘/)’}.15:{741‘_4‘;(3%Jilp/m%d/?l/?:/@&w/bfuy‘/,(j(&ﬁya
Jnag.JJf'm&c&anuféuJﬁ_wLnJ’udﬂd/y»uf@i(c;;4£(ﬁé1_w.ﬁ;,c
dzuﬁ@/"ﬂ,m}, (_c‘_ &na,g.m;{w/uﬁ A sl e S 0T S § 25 1 G-
LSBT o rmie S Ui 2 B id il pgl Mo e (e Joo o gy U 52

e PP b A S e b U5 A AL 1L Pl g S SE U
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(Objective) 49+ 5.1

L ST L L6
AR LG S A
SIS b B L VRSB L S S
—J‘ﬁ/ulx./cf":li'w«:‘?'&fu%/’&luéﬁﬁ{ .
NG Py

(Meaning and Definition) 4{/}/5'(}?}”}@”5.2

-u,?"'i(Pay Back Period)gc«,«.(ﬂ'bgl./fcmJ&'UJ"(J,L/J?&/?U?L‘"!}?%
L e b“/.wJ!n&nJ’uuﬁu,ﬁ“JJ,L/Jﬁ”/?u?wuﬁu’?;d. SISt
-u’?"'ic«,a(ﬁ*l;,,l.//caJln&nd’ibguﬁﬂ/vujb‘!yg%%uiu?:})ga,«&li%
Sl ggm bt LA U e P e bW U3 LU b (Fixed Assed) U1 5" Ut Ui, o
e bt FLCFAT LSS v J Ut oo bn PU S P b it LS P Sl
Sk s Qostrsf s e ie £1- 2 (Pay Back)Fis b SE 0 F b
STt d P A ot L s 2 (Pay Back Period)v.‘a.(ﬁ'b,l./:’/a,aubaélgndﬂjgzdj
_‘L&“‘/Z_nd"b

IS Fosl g sl i gl s JE U P e Bt il SEn b b U Ut ) 1
g JP L st oK S AU Sl e P il e bl ke o U3 e £ B0l
u‘i-ujLnﬂ»y’G%%L!;LnJ'bgzd"(uﬁc,,oJ»ﬁyg,oﬁ/.c‘,gml(ug,o&k{iLLnJ‘b
e b U8l i S ol st b 2

sl L1 1t S S af o b PP 281 4 P v § 2B e )
28Tl L i nf ot amlic oo nletbls i 2 il 6l e bl s(Rank)
et S L B Qo ST S N U261, L ondt < bl
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Ei.}iélg (ﬁﬁ[)djwjvd/,t/ 53

(Methods of Evaluation of Capital Budgeting)

_Esp e Qe S LB s 3 GuT S e gt L5 S5 o der
cuthicr 3 el
{( Traditional Method of Capital Budgeting) 53 #(§ ’,Mﬂﬂ -1
:(Time adjusted method or Discounted method) 3 #6057 2L UF1s 2
L 56 S8 U b # (Traditional Method Capital Budgeting). 5y # & 1o, 24 5 -1
L;Lg!Lu)%)uw-‘amgtjdt&uuﬁuie)mu%uﬁﬂtﬁuw_w%/tgijpl’4)44»&1?
St Qe $Be e 82 & S LIEeT F bbb LUk AESS sl
KL nledd § el 25 LR PGB Lol £ G dedd
L8 S by e UG mipp i NSO AL L 261, B b5 Gy deb
e FUeo b §u A Gt

(Average rate of Return) b /:'bﬁl-Z (Payback Period)< 4 u{'l},l. -1

(Pay Back Period) & 4 Lf’f’):/L/ 5.4

G Zybuie 3 /tiid ¥ &b S(Capital Expenditure)iler (o~ i (515 oA -
& e Qb Fo G F 6 S b U3 U Ui et USSP 2 ude P
Sur sz &ie du ozt SCash lowdb s T F o TSt 4§ 22 e
(Pay Back = e bt Fbpsb JF ol p U5 Ut e o Qo Sl 008 T3040 7 S st
J lnL"ﬂJl lp/’uh}’( o /J)”“” e f - J%"!)JG’_J“?TJ uf (Pay Off Period)E(Pay Out){ Period)
,‘gﬂ; uf.’J“:':’/:,@/."(’ll,&gd/:ﬂo S G'_uj"'d/;;,«. Ra; #(Pay Back Period)y”
:(Rule for Accepting the Project) Js162_/U# 5 u""éi/,
PR NP A <PY RIS o ) RN Seandbd o HeF Ll e a6 ]
A UR K 5 ithg S8, F b b B Uil e et $ B e [ 2
ce bl bie pni nd SRS 1, L o0t o bl 2§ FTH LB e anlic
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_bamgwt»“wu@um;'iéé./*/ﬂmy Back Period)< 4 (S#ls 6

Cost of Project or Out lay

Pay Back Period = Annual Cash Inflow

,:L/J;:’/’%l/?! Cost of Project or Out lay U
uCr‘ / J(Net Proﬁt)éb*ud G_‘LCaSh flow After Tax (CFAT)J’A [ -+ Annual Cash Inflow
e $e S¢S (Depreciation)
CFAT = CFBD - Depreciation — Tax = Net Profit = CFAT = Net Profit + Depreciation

:(Advantages of Pay Back Period) S 4 JI:J‘G'

—e Vbt s g L e a s
e PG T S S E s k61
cE S < QTE iz e 3 b2
ce GnegtSn eI Ly U3
e T BRE UKL 1t Ui b, L uf 2285 pia
(Demerits) u,l(léﬁcaﬁ I;lu{'bdl. Y
—e WUt U A S e ah A
it B AGTI bt L e adrs L b I35 e Qo $retf S b 3> S o Ut 3 b e

etS
Qoo et s SKS 20 3 P2
et S FG S e hn Ly Fra e S f S80S, 3
~e b4t f(Cost of Capital) 3 .4
Ka,oJ!{@l@;)(u-‘gﬁdﬂfcﬁj{@ay Back Period):«,ou/':!;,:l./g{}'jlJ&Q/?UQ/JCS
'JJ}UQMM/)/J’L%BU::VLQ}J&‘LV/UZ‘?

_L"/J.?;ui«fv' Jébﬁﬁd})@ay Back Period)e 4 (515 K6 _6
e 5 a S IVUS £ 250,00,000., 261, L 18

<1 sCash flow before Depreciation and Tax (CFBDT) b Ut -5, 281, LTt 5

_sz,,/CFAijLJg 50% 4§02
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1

2

3

4

5

CFBDT

2,00,000

3,00,000

4,00,000

5,00,000

6,00,000

uqlgu(l/f‘;/d/uc}//'LJ?+&¢6;&AT(G/§ZWLI?/;!uf;r/'/?%uo:[j’iCFBDTuiJ!r S

(Net Proﬁt)&»i’u‘}lé»! LL/W;/JJngJJ’-KﬂJéb(CaSh flow before Tax)af

Ko F b CFAT L Gk P SEor TS 1€ S0

S‘OJOV’ZOO e $=¢_2,1,00,000 - 2w p ol 0f LCRATe /A1
JL 1 | CFBDT2 | Depreciation 3 | CFBT(2-3)4 | Tax50% 5 | CFAT 6 | CFAT (6+3) 7
1 2,00,000 1,00,000 1,00,000 50,000 | 50,000 1,50,000
2 3,00,000 1,00,000 2,00,000 1,00,000 | 1,00,000 |  2,00,000
3 4,00,000 1,00,000 3,00,000 1,50,000 | 1,50,000 |  2,50,000
4 5,00,000 1,00,000 4,00,000 2,00,000 | 2,00,000 |  3,00,000
5 6,00,000 1,00,000 5,00,000 2,50,000 | 2,50,000 |  3,50,000

(CFAT)G"J'Cash inﬂow“bdﬁdb«é&@fcaﬁ/u(d/gdt/ d/%u 1 0,00,000/.:%’/’;.«Q :ZJlf'
JG’ 1 &J?!/,: e &2,4,00,000.5/&-2,2,00,0002-2.2,00,000¢£-53,00,000 <-5,1,00,000s < 7
_éy)j(Pay Back Period)c 4 (s

. Cost of Project
Pay Back Period = -
Annual Cash inflow
= CFAT $lebust s b 20l =0,10,00,000 == 08281 s
12,00,000
1,00,000 + 3,00,000 + 2,00,000 + 2,00,000 + 4,00,000 = ~vears - 2,40,000
10,00,000 . o3
CFAT = 240,000 Per Year = Pay Back Period = —=—=-0d Ty
Payback Period = 4.167 Years

TS e Fandssd 455 U736 20 L4 T SS K Snib1042861,

167 L



(Average Rate of Return - ARR) J/ O ;‘ Losl 5.5

J,CJJ{J&J?I/?&WL,Q/’JL%;@./(Uugl,:l{élgJJ!/;!&/K,:L//’&Q/?JIE@;LA!
e 3Bl Sl e Pl $HK o 2t Ut (Net ProfiDC b P f b Ut (Life)
(ARRIGL fhost & S o e TUSSH A fNet ProfiD e P bost -l £ 2 AU
_ug‘é’fé.:uf.‘gf";’:,@/.](?l,«:g/?}_nfb@}»;!_‘ggnwb

CZARRIF LT Aot d G aT bt Flor LS o 28145750

e 350 20U A 2 S K sl 0 Jel faoaie

¥¢" Average Rate of Return (ARR) is the Average Annual return (Profit) from an investment"

L HEARRF G S s 3T P bostC 2 20, S 50

CHEARRI L S I S Bu Tl Sl 2l e $6 g 2B 575
W6 LT fhl

Sl iy G dnl 2 EOUT b2t o L 6K s SIs(ARRIS LT 2 bl
< Qe E P ARRISL S5t 81y bb U281, L 13aTL 2 Ear-adnt FU0AT
S el o UR S 2810 B0 FEA el fuse bl 2 b d 34T et Fu
e bt S fhe s B L b oS At A L

Average Net Income Average Net Income

ARR = x 100 OR, x 100
Investment Average Investment

:(Merits of Average Rate of Return) 413 Z JbT Shes!
—e Wt ad A L6l f oo
—e T3S ST fl
e U e QT B S
e b G A3 f D e b BUT Sy i Lo as S KB gt 5 P 123
cebnd e L et S S A fa
:(Demerits of Average Rate of Remrn)uyléé‘}‘ L ;‘le
_cé;ﬂll'éufd)'/uyfléﬂwgd/&,oTJ'IBC;‘L/;!
SV SRTL AE S AT F et S S o b
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e b e $ 303 b2

e S et S e F B e g A3

Clr Pbe bl i-c Ise s §U P (UK 8201000004261, L1 3JE
40“_5/70,000:4:_5/40,000‘4?_5/25 ,000/13— #Cash flow after Depreciation and Taxes(}”'}'

_ZE P (ARR)S b0 P lsl 375,000,451 &3,90,000

3

Annual Average Profit

Average Rate of Return = x 100
Investment
25,000 + 40,000 + 70,000 + 90,000 + 75,000 = &t b-sl <UL
3,00,000 60,000
Average Profit = =60,000 = ARR = x 100 = ARR = 60%
5Years 1,00,000

SR oS eP E 25L bt AR S WL Sl

_‘Ldlgd/ﬁb;l d/ LI e T l-uj"'J(Average Rate of Return on Average Investment)
Annual Profit

ARR = x 100
Average Investment

Investment _ 1,00,000
5 =

x 100 = ARR = 120%

Average Investment = =50,000
60,000

50,000

§£3,2,00,000.£261 o FSs(Net Income) (4T P b e b1 CoB'AUEL s s
_é*/;ux(Pay Back Period)&"b,l./a,u d/cﬁ-‘aé@/d/l@l./

ARR =

Jv Project A Project B Project C
1 60,000 60,000
20,000
2 60,000 80,000
40,000
3 60,000 40,000
60,000
4 60,000 20,000
80,000
5 60,000 10,000
W
Pay Back period = cost of p’ro']ect
Annual Cash in flow
2,00,000
Project A = =3.333 years
60,000
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Project B = Average Cash inflow =

2,10,000
60,000 + 80,000 + 40,000 + 20,000 + 10,000 = =42,000
5Years
, 2,00,000
Project B = =4.762 Years
42,000
, 2,00,000
Project C = = Average Inflow = 50,000
4Years
, 2,00,000
Project C = =4 Years
50,000

_Z;?/balKJV}%&J“@JV4:«»JLKJA%!/?
_‘Lt'lgg}gj}llp;/&é’/va&A [&fl&/ﬁdr’léPayback Period

Project A B C
Payback period 3.333 Years 4.762 Years 4 Years
Rank 1 3 2

4Bl e s an KSR s £0010,00,000.0 261, L1 256

s #(Cash flow Before Depreciation and Tax)

&¢-1,5,00,000.5/&-+.3,00,000¢¢-2.3,00,000 <-2,2,00,000 <-2.2,00,000

-gu/(ARR)lei &Jv;lulc«,«(,d‘bgﬂﬁ'a;lfégf?SS%
< %

Years | CFBDT | Depreciate | CFBT | Tax 55% | Net Profit | CFAT (6+3) | Cumulative CFAT
1 2 3 4 5 6 7 8
1 2,00,000 | 2,00,000 - - - - - 2,00,000 2,00,000
2 2,00,000 | 2,00,000 - - - - - 2,00,000 4,00,000
3 3,00,00 | 2,00,000 | 1,00,000 | 55,000 45,000 245,000 6,45,000
4 3,00,000 | 2,00,000 | 1,00,000 | 55,000 45000 2,45,000 8,90,000
5 5,00,000 | 2,00,000 | 3,00,000 | 1,65,000 | 1,35,000 3,35,000 12,25,000
2,25,000
_c‘_ttgg&,/:_u JJMV:CJ";/J)//
Depreciation = Costof Project _10,00,000 2.00.000

Payback period = year +

Lifeof Project " S5Years
Required Amount

Next Year CFAT
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1,10,000

Pay Back Period =4 +

Average Annual In

=4+0.328 =4.328 Year

3,35,000

come

2. Average Rate of Return =
Investment

2,25,000
Average Annual Income= =
5Years

)

710,00,000

x 100

000
x 100=Average Rate of Return=4.5%

6 J&

60,0000 s b g 1-eo 5 us EE VU L s 2902,00,000 e Y
ek &I;JGZVLJ'?40%_‘¢L“;/:J‘[,{'/) Z (Cash flow before Depreciation and Tax)d“_u

-gb'dj&,o‘fb}ic;
Calculation of Cash flow After Tax
Year | CFBDT | Depreciation | CFBT | Tax40% | NetProfit| CFAT
1-5 60,000 40,000 | 20,000 8,000 12,000 | 52,000
L. Costof Project 2,00,000
Depreciation = — - = 40,000
Lifeof Project 5Year
Cost ject 2,00,000 .
Payback period = ostof project _ Payback period = 3.846 Year
Annual CFAT 52,000
Annual Average Profit 12,000
Average Rate of Return = 100 = x 100
Investment 2,00,000

Average Rate of Return = 6%

.

L

.

.

J

uyuiylpaj‘b/)mlg,o&bdt/ 5.6

(Differences between Pay Back Period and Average Rate of Return)

Average Rate of Return Pay Back Period
an,/“d/&ﬂfjud‘w,%u@%»nc}-1 P Jgﬂ'bd}h/d?@%l@aﬁ&mﬂ@-l

——
e b U8 134T 22
Annual Proﬁticcé./gr;/y bb;l@;ﬁ
-y

—e b’ s Skl f 4

Py

e & Ul S et il =2
e b U 28l ol e anii
L SCFATE LS S a5 J623
-~ bl
"L&@Jufur/.gf;tfaxtﬁ'ﬂ@A
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(Learning Outcomes) CCdLﬁ’/! 5.7

_uyz_/&,/'dt,g/;LJ,/'Jﬁ/‘ﬁugz_/d/wgﬁ1/w_+bntwé"wf«uKo/g;“
Sy U 2 S S A1~ o2 sl s, t(Capital Assets) S 1okl F 2 em AfeitJ
Jf'uog}’lJl?mﬁf_‘awgf(’m)mu’ig&ﬂg?J“tac,u;J?;JJK,L//?UL‘LWLIJF”,L/
&ATLA! L/:' /(Payback period) < 4 (ﬁ'b JL:_‘L (}lp d/u’/(,l./ 4 ujlf‘i JJ’A DT u([},cl’
Lﬂd’jbédt/dfﬁ”{:%%ufuﬁ'&/&wéélgu(uC/CKJu’%l/v(Average Rate of Return)
ui'_w,fﬁ“/u@éu’&c}Ju_‘ablgy//yf’ﬂftnd”laﬂdf(uﬁa),f.ujji_a,ou”vudb“/axJ
SauLT u%d‘u.»;,h/dﬁ”/vu?wJ&'c)m_%wgd}?’;n;)gn e el e ol
G LBy bl RS 81, S g S GuT a2t 6T S I
-ugLnucqumﬁuvT%/uvT

(Key Words) L‘Lﬁld/gg 5.8

Average Rate of Return : ARR

Cash Flow After Tax : CFAT

Cash flow Before Depreciation and Tax : CFBDT
-wiﬁaku{”}(jg‘/&ﬁJL%J#’L:L/J);}‘/.:U;OE”J@V: c,,od'oj’bdzﬁ'
_u,?':iOutlay/,:L/d}ﬁ”/?%l/vgﬁW : Outlay

(Model Examination Questions) < U d 1er 5.9

U e
- ok S SARR AT oL Fo1
< LU Gl E Ll 2
Y- SealnFlo US> a3
ne £ 08 35% 44512000004
- ,Lgu:{é_/.,/f:r)ﬁ
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e

C R S I SN T

( ) -‘L&nut/fa,oJu’m,L/(),(}‘z

() bl el L d i st ad 3

( ) LTS Bl 2 JEARR 4

C e bl b 3T s
:c«U!yiaglﬁ/g

U Lean b2 ks LARRIGLTLT A1
_E S CCFBDT-4  Eeolos§ 3 L3S JCFAT3
ol S LS SARRS ksl fo5
eyl elin s
LB Y Ul 6L a6 66
oo SUB A G L e S 28T
Cash flow before U U i-e Jesdas s § OF VYW USRS A ren 5010, 261, L8
L QUTh L fsl e a S S FAL S 50%-<—1» Depreciation and Tax

Ju 1 2 3 4 5

<+,CFBDT | 3,00,000 | 5,00,000 | 6,00,000 | 800,000 | 7,00,000
~e VLCFBDTS w81, Udn Ut 5-e LU 1 5,00,0004261 2 & 281, BiIAZ9
-é}g/}LnL/?/&ATL/;lC/:‘M;’u(ﬂ‘bgﬁﬁ'd/&lg%u:}»m’bﬂLJSO%

Ju- 1 2 3 4 5
Project A
2,00,000 | 3,00,000 | 4,00,000 | 5,00,000 | 6,00,000
<,CFBDT
Project B
1,50,000 | 2,50,000 | 4,00,000 | 6,00,000 | 5,00,000
CFBDT

0
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(Modern Methods of Calculation of Capital Budgeting)
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Introduction /31’? 6.0
Objectives #B 6.1
Meaning, Concept and Definition - /7 s G 6.2
Profitability Index Sl 63
Internal Rate of Return (ﬁ‘b@ /:'&u,c f 6.4
Learning Outcomes éﬁdm 6.5
Keywords 0648 6.6
Model Examination Questions aﬂ!r&@"w/ 6.7

(Introduction) /:;z'? 6.0
Slo ol 3225, B ad i3 £ S Ko 26 g s/ At LA Kt -
e Kl IG5 Bt to LS H A LI it S e SRt 2
e SEK Ay 281, i SLnL S F S LU A LSS
§-MJJLJ5L4«91—§—L“1?&( (S K YOOV mn{ K190 A s S9N 7 2L
b Ut 8T (st e FE RS STI A A Lo T L (o WSS s S
b1l (K E SLTI S S o Ur b S ml i Ut e LU 2 e 2 d 2 S S at
&J,gf“/c,u;/u/,:.w}ﬁ}q(’f_ﬁ;t’ﬁitz»z/l:'l uf.‘u}..‘:’.%LJlfﬁoj;&bdzlj@de}uj
Rt s Pl Lea s sl FSUal 2352 p S0l Asf st & s by 2 it
Eio bl A Li T S b S Sonanis §F ot ek uingge i)
L/(/Le“ajij.';d‘fK/ﬁJ/JuﬁfV/,u/ﬁ u‘uﬁjg;o;ﬁrfggj/(,t/4%f4ufc%&w0)m_c‘_&n

91




ST et s B PGl F Loyl Sk 2 C B AL
L;f'é%l/vgﬁzb@t/uféE{IJI_LLt‘lggdf:.K%l/an"%):/ﬁl(ﬁ/&;ufuﬁ./ﬁyﬁgcjg@%
LS IR ai i

(Objectives) 49> 6.1

L Lon Tt L b3
S eoos R fae L F Ll
_uﬁﬁ/uy./:,gzuJ(NPV)/,JuﬁrCEZV:,f,"L%% .
NS NSy Lk
S UR S EPLIIRRE L F L b,

(Meaning, Concept and Definition) </ * s31s5 8 6.2

ssi(Pay Back Period)e 4 (s 6 Y SbrKUH P Ginsnl o7 Lo, 436 a1 o7
-”*?'4-%@5’&%@7!ziuw;:uu:uﬁz}u;_w:;/&;w,ffi_aéuv(ARR)&ﬂwz,/“
B PR TRVGY I N S S IR BV I Pt R NI S I
RS 60T - §nd S A LE L5 S foe (Bt §
i k1L L s P M FZI F U s Pl s LT Fooa bt He 1L
A SRS e Gl C S Gt S gl 2 L e U b Sttt
il Sl & A I CT_ g 8 S A eI 18 8 Ay S5 Koo
S bwar§ebi iz nd S S8 m EGTS A I3 sl 23zt S J b
VWSS UR s L L el e el
(Profitability Index) d,wlf} JQJ@J-Z (Net Present Value) /4 m?ru‘” G-1
(Internal Rate of Return—IRR)u{'bZ/ /"&ul I / J’ -3
:(Net Present Value) /ﬁuﬁy‘ud b-1

ST PP Ll e 3 s LK AL 418§ 28 L (NPV) s 2 P
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AT St /P 5 e O it A Ll ) e QoS
2 Ll S & s DL IIDF s LT o 5 e s LTS
k[dt»“wuuw;L,ff&%u?wjuuﬁ‘f%uw}f u‘ﬁ_u@éuufu’:/ﬁu(:;ujvjvéé./fé
_aé;/?_%L“lgu//.,wK,L/Jﬁ"/?.:,éu/?/,u&,ﬁfu;:,éu?uu»L;,,« J.u?u?gdvdu»_%b@
(}-‘a&lgd/ SIS i £ (Outflow)ileds s (5K S (Inflow)ilyGast £
0y uﬁjl}_%(}lg u(b,}j/ﬁ d//)/gﬁ — ~ < (Discount factory) &565@/&}’/(Inﬂow) L},&wa/
—e b)) l{u;zg,:h//,:u’l/;i&,obeul;»gf,:«,u/’//gd/%%dj!/uﬁ

Eionlnd Fo 2 U8l & Sl Gt dS i A LS =
L85 sE Sl Bl U S Sl i b a1
S ibwzr§ade & el oo Lottt tb Uk d LS
e bbbl

1
(1+10)n

Present Value (Pv) =

Numbers of Yearss/ 4 d/ Jl/= n Present Value /402y = PV UG

Rate of Interest or Discount Rate &%A’C/:' =r

ce WU P T s Ll bl L3S s? e iy
Al A2 A3 An
= + + +
(1+47) (1471)2 (1471)3 (a+H)r

_‘LJ@J.,/J,JM;?/J%%LM Sulsl s

Present Value = Total Present Value - Outlay
Wt/ P L F L ekl e 1 ZINPY) . Sn 2 b

—‘Minimum Required Rate of Return or Discount Rate { ; d/ &%Jgd‘ LT /‘JKJ)C}: 7gﬁ -1
8uTe 2o s P 2EGT B et /oL 2P SE = 6K 1281,

S la&,o‘fui;l = ;J (P ':d/(Cutoff Rate)| 23630 /" { (Minimum Required Rate of Return)

g F Gad e bl B L Pof T e U A1 e TR b1 s

Vo w5y f w2, B uf(Opportunity Cost):fllcegy‘ id/g,:L/.L.(Interest))rc/"éuuf.’

PV

-
¢

3
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L LA foc do plgfl S S s 281 g L S S Ll
Pl (S A8 Sl S U S LI e S b (6
KN L el e (ﬁ»’u4dr<“u(ulj,u)GTL%U?U{L@QVU:;E/,L/Jéﬁ”/?%u?-z
e b G P SN AL L e o p LIS K LB 2
(Present Value)/ﬁau?}”//ﬁfla_gp b//c'_z//:' J&f&f/)lﬁf J(Inﬂow)k&,«.fd’iladk//;_:”
_u.?Z:”f(Total Present Value):{u)'g[/’/bz:’//ﬁuﬁ/JJL«(Q-UZ&Z":

- / &: /J d/ (Outlay)f“ /d/ .’;-J?!/? < J“(Total Present Value)/ﬁ&?} Ry 4

o UR S B did e Sl e bl i e LI SR el T un e Lo bos
-

S IIEPYN SYEP N ST Y TN AP

NPV = Total NPV - Outlay

(Advantages of Net Present Value) 419 Z 1w 2y u‘J G

e Wbt 303 i L e sy
b s Ly b S b LBz sett St 3 P L vz P
—eJ2JG
-4,31‘;,« S Gl i e 1t S bl S Bl 5 f 2
-c‘-CCfc&vTu’fJ?:igﬁwruiw-c‘,quKL‘/.,/:C,JJ:,Q@JL.@/J’-S
:(Demerits of Net Present Value)uL/l}J Y s u‘J G

S U b L b e P
e IS I e s LGS o 3 P L K F LB
_§_b/31;u }J ,/ g ugLnjlx’}iJ’fﬁ4QyKJ OAY)
_ﬁ;gﬁﬁ'(}l{t/g}@(%!/vczlf‘!Lo}):«ﬂ&bﬂ:g/u(d/(,:t/ﬁ
IV 3aTL 2ol eco G bme G E st g i 9 s - plmi o i L 6L 281, 4
_ct;L;,;:,fﬂi(ﬁ/(Inﬂow)&xl’Ji b2 et St B s
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O g IJW1 J%(Net Present Value) .4 w?r‘ud G
EJ/Q/"I’J/J'L”Z—/C";/’ Kb“/@/di’”/:d?"ifﬁf/.!{u{u@ﬁd/ujf" =(Depreciation)JJr)
e bl
(Tax Rate)dr‘; #) ;‘

J‘f’?c—uﬁ(Proﬁt Before Tax)_‘ag/’/él/y;’;dﬂ///g/?‘a&ﬂc; JL//MJg{,&AT
_‘at'nd'ila(Net Proﬁt)ébfu“)léccz;/&ﬂwg/
CRATS P o f e £ SE F 1S Sow 3 Ut (Net Profi) &b P :Cash Flow After Tax (CFAT)
L E nflow)d 1l
:Cash Flow Before Depreciation and Tax (CFBDT)

_‘LL“MCFBDTunyiM;ngme} Juﬁtﬂf"z_ﬁ“/ufi/uiud/&ﬁ‘{(}
Cash flow before b e 2814 U1-c- b5l dUF o UG A~ $ L 21,00,000,, 61 L 11
b ak50%J T 2 v Cash Flow After Taxe—s4 (U -l sDepreciation Tax

Ju 1 2 3 4 5
CFBDT 30,000 50,000 45,000 60,000 70,000
1 J’
Calculation of Cash flow After Tax (CFAT)

Ju | CFBDT Depreciation | Profit Before Tax | Tax 50% | ProfitAfter Tax | CFAT
1 30,000 20,000 10,000 5,000 5,000 25,000
2 50,000 20000 30,000 15,000 15,000 35,000
3 45,000 20,000 25,000 12,500 12,500 32,500
4 60,000 20,000 40,000 20,000 20,000 40,000
5 70,000 20,000 50,000 25,000 25,000 45,000

Depreciation = Cost of Project _ 1,00,000 =Rs. 20,000

Life of Machine " 5Years
2J6

10%- VLCFAT b gl JUSe s JKSU? ujzédf’ﬁ”é_)ﬂ,O0,000/? 4PNy
_é .,«r’; (Net Present Value) e 25" P bl P15

95




Ju 1 2 3 4 5

<2,CFAT 40,000 | 60,000 | 70,000 | 1,10,000 1,20,000
Discount Rate 10% 0.909 0.826 0.751 0.683 0.621
Calculation of Net Present Value Jw

Ju CFAT Discount Rate 10% Present Value (2 x 3)

1 2 3 4

1 40,000 0.909 36,360

2 60,000 0.826 49,560

3 70,000 0.751 52,570

4 1,10,000 0.683 75,130

5 1,20,000 0.621 74,520

Total NPV = 2,88,140

Net Present Value = Total NPV — Outlay (Investment)
=2,88,140-2,00,000
Present Value = 88,140

— LInflow*CFAT g bt irie d
3J

Gtiee s SKE P & LU £ 52,0000, BB 51000004 AL,
8] &g/m ss (Net Present Value) < 14 u( Cﬁ-% .lf.L.J(Cash Inflow) @J’CFAT J" b e .&l?l/? U
‘é e Z /. g/ (Profitability Index)(§ 4+

Ju 1 2 3 4 5
CFAT
20,000 35,000 50,000 60,000 55,000
Project A &/
CFAT
25,000 80,000 1,20,000 1,40,000 1,30,000
Project B L3/
Discount factor 12% 0.893 0.797 0.712 0.635 0.567
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Calculation of Net Present Value

Je1 CFAT 2 | Discount 3 Net present Value 4
Project A Project B | Factor 12% | Project A (2x3) | Project B (2x3)

1 20,000 25,000 0.893 17,860 22,325

2 35,000 80,000 0.797 27,895 63,760

3 50,000 1,20,000 0.712 35,600 85,440

4 60,000 1,40,000 0.635 38,100 88,900

5 55,000 1,30,000 0.567 31,185 73,710
Total Net Present Value 1,50,640 3,34,135

Net Present Value = Total NPV — Outlay
Project A =1,50,640 —1,00,000 = NPV = 50,640 <1
Project B = 3,34,135-2,00,000 = NPV = 1,34,135¢_s/
i(j'!‘au.l,‘)/ﬁuﬁfd/'B'%l/?f‘Lag:q,Ldfjé(NPV)/ﬁuﬁy‘udl}d/u}él/vu]»
_‘Lt’lgy/rd}:‘"/‘:)gnlkg}ﬁB'%l/v

Total Present Value 1,50,640

2. Profitability Index = = Project A = =PI(A) = 1.51
Investment 1,00,000
) 3,34,135
Project B = =PI1(B) = 1.671
2,00,000
mJné?&?’B'&éiéiu’lc‘,ug)@/ﬂf(m)dpﬁ QL6 B el gt LAl

—e bW SIS

(Profitability Index) (PT) d,wév QL 6.3

TS b i U S35 L1 20 o 5 PGAIL KEls Ll
/ﬁd'ilpuf.’c}g/ -l l[fBeneﬁt Cost Ratio/Proﬁtability Index-< t//;wfd’juyué
Fosle L8 Ut e SNPV) Bz Pt 2 SUR el L iie L

_‘Lénd"lpfc.,{uﬁufmu:_aMJ/ﬁuzru‘”u&"m‘LBn
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B ilgdl. Y /.:%I/,:/(Present Value of future Cash inflow) 4 25 J &,ow/ Jw
e Vo bk S P S8 QI L5 b a8 QLo S = = (Outlay)

. Present Value of Cash Inflow NPV
Profitable Index(PI) = ! Tlow R
Investment Investment

< A% Z(Financial Tool)JT&Ql.ug’ L LKAy 421 Profitability Index

e U
(Advantages of Profitability Index)/l)&dﬂg J L
-‘Ly’wu:d;/ﬂ}ﬁwgi(m)dpg QL
-‘LCB{”L&VT&‘J;:}&#fu/dwgég/m_z _+&w//51uvT&Kt/*//dﬂgég/@_1
et B e L f b e G RS kol U3
-‘aﬁj'u Uigé}’é&é’/‘:/’%cgj/b}})ﬁ["/’—s
(Demerits of Profitability Index)Ul b J dﬂg J LA
e Vbt U A LS el Qb
e P A L Sl
P YL S
_‘Lt“/ﬁuuﬁdfu?wa“_njmhJuff;ﬁ4%l4g(}-3
-LLD”(/JL’&" M,ﬂadwff &3&1@«1-4
V/'/Jll!}j/dt/djiﬁ”/?%!/?u:cax&?/}gfgb&@,u:b.«l?‘f’{/,:l./d);’é”/vjuﬁllé%l/r@./:«-S
e b B A B S U e e
LASCe LA e a6 P P 6 S0 B s ae ez S by b
Polimiic o1l £ i P bt e dnd 2L Al St Z vie < dnf
,‘gtﬁlxu/jfuf,lr;uu,}5,4.>uw4u,+3né,tf@}Jdﬂng/lﬁjiuw‘Lm
225000 2814 JoSeus SJKES? < TUUS £ 21,0000, 260, L1 4
F LU feri310%-urd s b CFAT# _1/55,000.51440,000¢&5/45,000 c&2,35,000
A () dpcﬁ” $LAELsI(Net Present Value)
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Calculation of NPV and PI

Years | CFAT | Discount factor @10% | NPV
1 25,000 0.909 22,725
2 35,000 0.826 28910
3 45,000 0.751 33,795
4 45,000 0.683 27,320
5 55,000 0.621 34,155
Total NPV 1,46,905

NPV = Total NPV — Outlay = 1,46,905 —1,00,000 = 46,905 &s,
Total NPV _ 1,46,906
Investment - 1,00,000

_‘Lt‘lgy/dx."&é!/viu’l‘aﬂja' 1 '/ﬁd/dﬂgékjlﬁj

NPV = 46,905 = Profitability Index = =PI=1.469

Internal Rate of Return IRR) Lﬁ’ 1, ;’ (}JJ,C I 6.4

Y e éu’j'cil/v(IRR)&'l;L A

&}’:Jila(Annual Rate ofGrowth)/g&]L/‘;Ulrcgf?cé-&n&»ﬁ&ﬁc,t/(:%!/’u/
(Expected Rate oféb»‘C/“ é?/,:dzg,:l./ - L"///z%’/(Proﬁtability)dﬂ30;5%141-4‘-
wﬁugbwgyw&&%cwgl.d/@uﬁujllgi,Le;LﬂL/’;f,“ﬁ&Q!/’/‘:;g}d/f-cb_t'nRetum)
ithja,/{f/%/:f;i“;&@dib-u}&/&lﬁ‘" ¢(Internal Rate ofRetum)ié,V}L%l/?:
(Cash Jb &J?!/.:iﬁé_/y}j:f(lnternal Rate of Return)-(Jf L/'/JL’:VI u‘{ié Ji
_‘L&b d/.,}j/ﬁcC/‘dfbﬁuﬂr‘f(:jL,@/5(&7’56/(Trial and Error Method)/ﬂows)
(Present Value of Cash J430 52 »* d/ (194 &ull zi/;utu? 4‘;3;':@ /" &l _Q (Internal Rate of Return)
(Present s4s3 724" d/ 5[./,&5 Yad L Ji(Present Value of Cash inflow) 4 2+ d/ Ay &5 /;.é:u‘inﬂow)

_c‘_rtggy'u«,u JJ@&LJ;’/&-{.&M(}JV Z Value of cash outflow)
C= Av A2 A3, An
(1+r) (@@+7r)2 (1+7r)3 (A+r)n
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LUz
(Initial Outlay) £\ ~ Js /,:.”‘Ql/,:C
&ALJVJC;L%14= 123 5L2{Kdﬁ]uffw=A1,A2,A3
Rate of Discount of Internal Rate of Return = r
Rules for Internal Rate of Returne—»6'|, J:‘ILJ" L ;J' I»
_‘L.Lf@ﬂ?uf S 5, Udrl 4':,2_/)/“/‘ L J# s 2L 4 =% LlInternal Rate of Return
(Hurdle Rate)Q(Cutoff Rate)l /“ d/ (Internal Rate of Return),{v/? - wyﬂ)ﬁ =) i &J?! 4 (,f/_l
—stml L $sbs £ (Minimum Rate of Return)l
(Minimum Rate ofl, ~ u( (Internal Rate of Return) -2 LLH;L/(Rej ect) =31 s %'4 -2
(Hurdle{(Minimum Rate of Return) | C /" d/ Ci (20 }.J; pavy e £¢u¢! 4 u/_yz f/ < Return)
Ottt St o 1 U < 3Bt 2P 66 2 Gr- 2 (Cutoff Rate) Rate)
e b Bl e LT U e L
:(Determination of Internal Rate of Return);.f. Ko‘;bc ;‘(}uﬂ
&1?!/7-’;[?&6}/’Cash Inflow (CFAT)?Q{&;M‘I,&UL«é(}iéL/,«//&'b@/&&uM
& SBIRRUEUS 2 U (nflow) UL sl ke S(Inflow) =T S Ul e s 2
/,:L!:Jllofl(.&uiléb/‘qu:a J.hél/.:..l
:(When the Annual Cash Flow are equal over the life)
uﬁ}guédjufa/ﬂd/ & Fb(Cash Inflow)\ CFAT L ULE Ub e i J“( Jebi 4
g e

Initial Outlay

Present Value factor =
Annual Cash flow

] LJV[}{{@,«. J &?!/,: U-Present Value Annuity Table,& "y d/ Loy
SRR 5 UGS L i
212500004 42811 5 s s § P FEGH A 8201000004261, L1 25 Ui
&5+’ IRR< E16(Cash Inflow)il b
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Outlay : J,

Present Value Factor =
Annual Inflow

&-4,25,000 = Annual Inflow &2,¢1,00,000 = Outlay; U\
1,00,000 . “d
25,000 4 /,Z—/Zwuf’f

4,430 /5! ulefé}Z v Z./?le.,{l =l d/%l/? ~Present Value Annuity Table
< 3.8896,9% LT L 1-c 5 &} =3.9927.48% Ut &g Ut D' 18 -y 5488
— tLUIRRYB%ud " f LA, 30 Lo 2 1l (6 B0 St 2
:(When Annual Cash flows are un equal) £ » }* ley AN ol

3 AL, P S il S J (Cash ﬂow)dv/:uﬁcmd/f://ﬁ}/%%gf/
o3 /J’ JSl-r Z:”’: Trial and Error Method:’/ e ) J l-‘at'lggb,«/ IRR/,:(Trial and Error Method)
_u;l/‘:/?@/:' &565&-‘@&{7 J?/(Net Present Value) /453 2+ u‘dlanL/u”/ C/:' ESI6 3
(Internal Rate of Return)ss » 8;? S s ZINPV) A &v u‘d G Sals L(Outlay)dh Y J}"’” 4
L,}y/;lbj)d/ft]!’-‘aélg d/.,a)j(Net Present Value)Lné’_/'/u.‘/'/?C/‘ diéﬁhﬁfg-‘a t‘M/
eVt el L S IRRS
_u:/:///Net Present Value/,:d’z’%/ﬁﬁLﬁL/u.’/'C/&&f&L1
L/Lf /f“/ J(Outlay)u//(,:l./ d/%l/?a, % Total Net Present Value C/:’ 365l 2
-J /. *:j (Present Value)
-u:/’;«/(Net Present Value)a/p)/,:z//:'&féféﬁlcJ!/,:LnJ'llpc«giPresent Value-3
- -J"/?/(Net Present Value) Lr &5&5’0{;1 & 14 =3(Net Present Value) S b4
-Ll?nd‘)(Present Value) ff@szL/f;ﬁ}Jl Jf
J(IRR)M&!:/,J;‘? uf“/“ ugwi&)(Net Present Value)r_;/d/d;(,t/ d/%l/?@/:'&féffj

ce Bl n LY Fesisd Uinuil 2

:(Advantages of Internal Rate of Return).£15 Lu’%’rbb ;‘&uﬂ

PRV Y-13T8 £19 Az LS A
ce Qbb s’ e N LDy 0Bt nd SR eai§ s ol

_c_dLu uﬂfﬁ.ﬁl/ u"/l,ulwuﬁgﬂ_c_t’//t“/ubyd:uél ;,y
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(Cost of¥ S~ &J?l/,:dnlC}JI_&nuﬁ;azﬁﬁu{cf?L(Cost ofCapital)b“ﬁ;JUguf.?,/J!J

b L &K(Intemal Rate of Return)/,:upﬂt’n/bf’)t/'/ uf.; L&LA’K Capital)
_LLLuuTJKu:Ju!u:él;»L%uw_‘g.@//w,.,{n,t@ff.ﬁ%u@A
(Demerits of IRR) uyGL(IRR)u{'I;Z/ /"&uii

S U b S F s

_9053&K.@/,uﬁé_wziw?z)f;zi;“fzi%u?_1
_‘amu,m,ié%wg:w (u,é’_w-‘é&nw, s }/,m/w&Q 3 AU12
u’!uﬁgf:‘é%!/v-%a{pd;«/(Net Present Value)LnL/u.’/'/Z/;‘J&f@ﬁuﬁ.’g/gﬂﬁ

_E_nuﬁ}q@ow)c«u)/a"éaf

e BI5GB UG L 2Bl Ui b LIRRAINPY -4
:(Comparison between NPV and IRR) 6 R, éu"’rbb /“é;u'l BIBRY ‘f" ("

z %'4 J#»(Internal Rate of Return)u{'!; O /" &u,v [s((Net Present Value) & s 22+ ud 2
u;é’./,g,«gﬁﬂﬁ‘j‘:ujifdﬂﬁ/ﬁd/&é!/v’;n;;Ml/&}%}g)]})-dj%}é,«gL,:f,“

-%P//EU"L%JJ'/ O 6ok £ B Ll U

Internal Rate of Returngﬁl;(, /‘Guj I

Net Present Value,ss 25 u‘J P2

Ldn e e dir pless e LIRR
IRR ;.3 _FZ (Trial and Error Method)s 538~
e ded TS

/(Market Rate of Interest) U< <& /’ ZIRR.2
L g S J%l/?ﬁglgd:uf@gn
YRR S L

ok F SIRRS(Cash Inflow) JAIRR-3
e b UST EGK

U 8 s SNPY)LS war Plol
UiV - Jn I e % (Discount Rate)
e b f(Cash Flow) =6 £ S
(Market Rate of |(Cost of Capital) JXNPV_2
_Latz;:,gﬂ!/lnterest)

#Cash Inflow S ¢ 24 HENPV 3

C/:' Q’}'Jsl d/dl/ (}”'{Minimum Rate of Return
_ﬁ;t’lggdl.»"’lufd/(:t/ul,»/?

(Cash S bl Ut L5 U5 Sod ALl LU &-2,10,00,000.4 2&1., 1 166

- WsCash Flow After Tax (CEAT)(*Inflow)
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Ju 1 2 3 4 5
& 3/CFAT 2,00,000 2,50,000 4,00,000 3,50,000 4,50,000
Discount Factor 10% 0.909 0.826 0.751 0.683 0.621

(Net Present Value) s 25 ud Q2
(Internal Rate of Return)(§s{, /:'&u,c i/ J" (4 (Profitability Index)dﬂéd JLJ@JG

Calculation of NPV and PI

S

(Pay Back Period)e 4 ‘ﬁ'l;Jf F(1

Year | CFAT | DiscountFactor 10% | NPV 10% | Cumulative CFAT | Discount Rate 12% | NPV 12% | 15% NPV
1 2,00,000 0.909 1,81,800 2,00,000 0,893 1,78,600 | 0.870 | 1,74,000
2 2,50,000 0.826 2,06,500 4,50,000 0.797 1,99,250 | 0.756 | 1,89,000
3 4,00,000 0.751 3,00,400 8,50,000 0.711 2,84,400 | 0.658 | 2,63,200
4 3,50,000 0.683 2,39,050 12,00,000 0.635 2,22250 | 0.572 | 2,00,000
5 4,50,000 0.621 2,79450 16,50,000 0.567 2,55,150 | 0.497 | 2,23,650
12,07,200 11,39,650 10,50,050
Discount 16% NPV 16% 17% NPV 17%
0.862 1,72,400 0.854 1,70,800
0.743 1,75,750 0.731 1,82,750
0.641 2,56,400 0.624 2,49,600
0.552 1,93,200 0.534 1,86,900
0.476 2,14,200 0.456 2,05,200
10,21,950 9,95,250

u(,:l./ Jﬁ”uﬁfJVo)(Q/jHLnL//} uﬁHKCumulative CFAT) = YearJl//?ul/‘Z

Received Amount

1) Pay Back Period = Year +

Next Year CFAT

_‘Ldb’]ﬁ::; = mﬁn‘dﬂﬁgn}paup

1,50,000 = 10,00,000 — 8,50,000 = { 161531+ L L ~J#** = Required Amount

+ 1,50,000
3,50,000

&1,3,50,000 = CFAT§JL-& %4 = Next Year CFA

/,,L// Zy/)uf‘g

=3 +0.4285

Pay Back Period = 3.4285 Years
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2) Net Present Value = Total NPV — Investment = 12,07,200 — 10,00,000

NPV = 2,07,200&1/
Total NPV 12,07,200
Investment 10,00,000

PI=1.2

3) Profitability Index =

.. . Positive NPV
4) Interest Rate of Return = Positive Discount Rate + W x (Ar)

=10,21,950 = Positive NPV, 16% = Positive Discount Rate
26,700 = 10,21,950 —9,95.250 = 3 6,5 NPV sl f= ANPV
1% = 17% -16% =3 f623650 S sled= Ar
/,:L//Zy/)u,cg

10,21,950

=16% + 5 x(17% - 16%)

’ 1
=16% +38.2752x 1% OR 16% + 38.2752 X Too
=16% + 0.0382752

IRR = 16.0382752%

(Learning Outcomes) 6&(}&‘7 6.5

I I IPYBL s BYIPI EEN ALY SISy L
LnomL 2F L6 etk e Sl VS p A S LTSz
LOTEr it I L U5 b e s (IS s 66T 5 B i 55
b/ 2EC 1 G Ko e bl o 250 Fei33/ (Cash Flow)bil
40 /’ f/ U /" JS-u 'ZJ up/ Cutoff Rate of ReturniMinimum Required Rate of Return/ J> <
LS B e W L 35 L0 perih s bl 2 el e S LB
U.?f"' I&K(Intemal Rate of Retum)/alProﬁtability Index ( PI)<Net Present Value (NPV) & u2 Wi
= A LG A 261, F et B ATE S o8 fae L F LGl
;Lb}}d/,?c‘;aﬁia%C; J.:Iu sl z:é_/.,«//Net Present Value _§_ttgyf/i4
—e b SURR) 25 L & A(Trial & Error)
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(Keywords) L’W'd){g 6.6

Internal Rate of Return : IRR Net Present Value : NPV
Cash flow After Tax  :CFAT(Cash flow Profitability Index : PI
Cash flow before Depreciation and Tax :CFBDT

-‘at'?,:l:;;é}'c;b'gd:c«hﬁgyﬁid/»/b;iﬂzaaﬁwi/c:a@f/ :Opportunity Coste/IE »

(Model Examination Questions) < Ul 3 L} ey 6.7

_é/.:fu;:«édl}

- LU a7 Lol ]
< LK. SR %«/ /Net Present Value-2
R LK. S .,«/ JInternal Rate of Return-3
-‘LV%JI laCFAT/,:L/’/ o ~Net Profit-4
< Lok S _s? SProfitability Index-5

&U!fd’lpéc«@lﬁ/:?

-é uy/ (}:’V ZIRRs/Net Present Value-1

-l /.lf'/c(Net Present Value) /a5 25 ud -2

_gw (o1 u((x'z"éCash Flow After Tax-3

_é ol d/ (x/” L Discount factor-4

_ZE e r#* L(Hitand TriaD 3 60655575
oﬂ!f&'bio@!ﬁd}b

reol§uR fanl ALl 6

_éjy"l O] L Internal Rate of Return.s/Net Present Value-7

‘.é ug./ UKG;L»’GLJ 1wl /. - /‘7 J Internal Rate of Return-8

-é =olos d/ Profitability Index.s/ Net Present Value-9

105



s M 253107 s e a U FUBH A e205,0000042861,L0-10

-5 _»” (Internal Rate of Return) «(Profitability Index) (Net Present Value)Z_ s

Year 1 2 3 4 5
CFAT 40,000 | 45,000 | 65,000 | 70,000 | 90,000
Project Factor 10% | 0.909 0.826 0.751 0.683 0,621

G i-e s s < FE6H A 8211000000260, L1-11

‘a.t‘r@)Cash Flow Before Depreciation and Tax (CFBDT)

Year 1 2 3 4 5
CFBDT 30,000 | 40,000 | 55,000 | 60,000 | 70,000
Project Factor 12% | 0.893 0.797 0.712 0.635 0.567
_5.,%/&5jvziugso%

(Pay Back Period)= 4 u{'bJG’-Z (Average Rate of Return) J* b0 /:'b;l-l

(Profitability Index)Ji+& 3L 214

(Net Present Value) 42+ u"J -3

Internal Rate of Returmfi O /" J’ Ih-5
Josebry g U5 010000004281 rt i s kF LBAAE L f5-12
< LCFATE(Cash Inflow) b, UV L Lo ud

Year 1 2 3 4 5
Project A
3,00,000 4,00,000 5,00,000 61,00,000 6,50,000
CFAT
Project B
2,00,000 3,50,000 4,50,000 6,50,000 7,00,000
CFAT
0% Discount factor 0.909 0.826 0.751 0.613 0.621

_gu//(f“:'/“(Present Value factor)d"iﬁ/ > 56.510%
=< ; s

(Profitability Index)Ob* 22512 (Net Present Value) /4 w2 Pl

(Internal Rate of Return) J} b0 /&&;/,C 14
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S hp 2Ly 736

(Capital Budgeting under Risk)

121 L S

Introduction /31’? 7.0
Objectives B T01
Meaning, Concept and Definition of Risk - /7 31459 c(}z"” $§ L(i £ 1.2
Factors Effect on Risk J!f)!,vi}"l/,:(;ﬁ 7.3
Risk and uncertainty in Capital Budgeting .:az%./ u.'?‘ /,-f /:l(; Sy u( 7 7.4
Learning Outcomes éﬁdm 7.5
Keywords L‘Lé’ld,gg 7.6
Model Examination Questions wv&&?u/ 7.7

(Introduction) 47* 7.0

:/L//K'&%/;-c‘_ fdl;”fuﬁ/v(Capital Budgeting) Sil-its? J,L/u:ém.av !;.bwzf
AP N LB N VPRI ) 5 .{!J:,ét4ﬁ_4‘-b/f“’/JLtigi%fdﬁmed/b/
(Average $hL st (Profitable Index) 4 /%15 4 ij (Net Present Value), #0725 P ba1s S
:,J?i/?-c‘-&lg d/éla J&LKJ&QU,’/’)Q d/(lnternal Rate ofReturn)Lf'«'DZ//:'&u,CﬂRate of Return)
3 18 e um £201950 e bl L F UBl ¥ st JE e 2 2 L2 i £ 56k
fz_g_btgu//y}‘u’f/o},({z:mﬁjﬁﬂ s ziry“ziuﬁ‘_uf?fm@ K8 U S -
e U e LS e 5

Ly P e G LG ity e 2 G

(Objectives) 4#+ 7.1

S E Lo 6 1ol e LK
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_Jf//wu:d/(xﬁ";(}’”ﬁfﬁ .

F SN L A
-uﬁﬁ/ug./u/‘iL/rﬁ/?u’;v,:)wu@l./ .
_gffd’ouw/,ww/wJ,L/jvéffz .

(Concept, Meaning and Definition of Risk) _.fq//;lpf’;g}”/r" Kfé/f 7.2

NP b LGSl B L LN 2 d o o § S Sl A1 L s K
§ Lotnfolsibor Lt Gt Lt i1 51 J1F s Sl Gl g oS
e QeI s N1, B ad e Dt S et e ot

e Feo b LRisOF 208
BT I [P I N o Sy
B P B E Lnd i s
-w;ffzfat&aui'gnwggjgu‘; bt e

“Risk is the possibility of something bad happening”

Setlo bain " Lnl nFu b 407 e to e LG Lo dsduTomg S Ut
-%tncdiwauuJ*”"Kfz-wé/d"lpuk”yio},(ﬁuwragiuffz-w‘f{fz
& (Expected outpud) sl 458 5 o £ 2t Quantified) S5y & e ¥ 25622
PO P R A1 LKl S el e bbbl 5 Al s £ (Real output) o g

(Factors Effect on Risk) J’f/”l’/&’/’:([ﬁ 7.3

SIS L LE S Mmoot 2 P2 i L et 8 L
Ulb ot £ St Sl g bioe < Sl Fa Ut Ak e bt S =P
8;;&:/; J:Ju«./k;uLc,uumcﬁ;.ﬂ.Lnufngt/ﬁ’/j/w.{lcfa;/;-wLm’uatLaﬁz_&
-‘gg@%uiJj}/th(«ung/‘%fg,‘aén
:(Changes in Consumer Preference) &’. X ufals;?}",( u-‘f |
«(Inflation).Jb! #1-3 (Government Policies)t,f"'j .L:d/ e P2
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(National and International Environment)di S |}' sy ; -4

J uff Ao i IAz b u?'j :(Changes in Consumer Preference) J; d u’ﬁ:,lz?}",(ué/b-l
0 & s oSk ‘(rumcf ST g2 P do ot TS ad el oot 2ot
Lo lel@i gl sweisl ;/i/4fzae37/;¢.;Up‘éué/u_wz_mm/ﬂmfﬁ
ujz_lgmz;,%’L(iﬁcg;d/u?ugz_/.ﬁfdl.&u Lgﬁuwgz_ngu]gw@id/,;u%u%
s DTV S

ttguﬁﬁ‘/},ﬁ;gwjigijgdﬁ/u:g:;ziu;z’mm% (Government Policies)‘fngy:G_Z
FS il Pt b bl L Ut f e P b Sl JEUSE = 31 U U e
En 3l e e b St U e Skt g d S

J SRR Sl s 4 ul,gwt,g1_+Juﬁ1.{|m;Lmuu‘uv /r 251 1 (Inflation) s b1 #1-3
J%LJL&! u:u;g/)lujiﬁyﬂc/!}!J)ufu}’;fd/ﬂfa,?)JJ)LI)I-%VM/JM}IM&}'Z(}U
.{lu@’/}y}'_‘amjwuﬁ/’}Lr/'cu?ugL/_;/u}u&’4&;/’0/&”";2‘@&}15:,0@:
e bt rre JuA

u’f JPL ST s 9 4 Us**  «(National and International Environment)J# 4 9 Uiu.";;d;’. -4
Por Lo s 8Bl £ SUs# i Ut b b Gdea e G SesGF ot tan 1
oot 2o it G i s e a T bor S KU 6 4 b b S0 U2 F 2L
el uﬁban L Ju‘{u’(.c‘- el &K(Purchasing Power)i /s St =
,L/%Lu?ug“gﬁ&f;zd%ﬂg}fﬁ/iuﬁ.»uufb»,(j.v SIS INL Y 23y e (Vs
_‘L&n}'mffdﬁ

e G2 A2t i 74
(Risk and Uncertainty in Capital Budgeting)
LS b tb U Lo ud b L LTS Lk
G g f e bl e Ut o 01 fE 1 G o S i3 Poe nF o L SU5 0
P e LS Ve F e UM Ll i 3 el GunTS Lo,
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& 4 ;?Lué.nu“wtJz‘“”-éfu:«’)m}?/d?m&i@jLué_m&uid?“:"ugugz_n
et F e F ol B e QeSS T ad & i L nzsd Yo
13l 8 s B0k 6.0 e As Kt 25, B4 f 51 bl U i B e A
uﬁuigwau:_w';/"uf/;uf/mwdl,«;J:J_‘ngy?m)mK&ﬂggwug%urifw
e B A2 Lo dad s oLk dw SU L 2w Ut e Ut ated o
_‘L&glegu’ﬁjggf%uvanéjﬁﬁ/ﬁ-éat“%ﬁ&ﬂﬂKu/;'ﬂ"émirﬁ,-wz_n
S PRI S A S reanpiese: Je Jesr § U ped U g ot Ut U
o b RS LG S b Sttt L P 2 L e Lo i e b f i
ef e Bk b a e e QoS Pl AR S el L e o
L%%LJWLfzuﬁﬁfé‘(_%L"l;&@f%ﬁf{anéyﬁﬁ/é;([zggl/fmf
AR AL L
VAL BP VO N e B
. Risk — Adjusted Cut off Rate or Method of varying Discount
2. Certainty Equivalent method. b 2
_Zq/ywo)"ﬁ""’&a}ﬁ
VALY OE ORI S!
1. Risk — Adjusted cut off rate or method of varying Discount Rate
LTI ud b Lt By P oo 5y f A1 Kof Loty s s Pt B0 S
(Minimum Rate of Return or Z//:'d/dVu”]j’éaél@&lbfﬁ.@/gﬂ-c‘-t‘lggdtﬁ”uﬁ,:f."ilf
_%&@JJP@/&q]fﬂLnLiﬁfMé£.:,!%E{K;?L!;Ln/w?%!/?u.f@/:'d/cut off Rate)
L P20 st et & P 22% 1 il e 1 10%0 P S 33, LBl S5 P
L& w et £ Pt 1ol P oc to\f A6l 0 f ik 512% 525 As £ ol 5
Luuuga“_m)g;;,t&alsz/?u?.aél/rdn;_c‘_btgy/,fft{%u?/@zfﬂészuﬁ@}q]ds;
/i4dtf»£¢5_§_3n/}* (@/"J@lun!_nﬁ;«t@ Lfﬁ4.a§;4‘ﬁ/,;§_ 3;40)&)@/"6/({2
ek
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:(Differences Between Risk and Uncertainty)J)uy/;Lo,é.d/ u.‘?" /{'ul("}
Jiu:J’fJ&J?&.DW}QZVLQ}L}{/{-U}J(&(’UJLU@Q}/K&&Q}?‘;@M(;}?
j/}lfﬁ_‘gt‘lggg‘}}u’.'.'ui‘?.}ubéui»/;-‘at‘//gﬁl/;lféJ_L:XG'/?JI/?/} ;J?/;I‘Lt‘/ublf?/

e WL o s L i 6

(Uncertainty)e Lf?' 4

(Risk)f{ £

Sl dnd_ s bl i 6% F Ut a1
IS 61— U ST s K P 2
-‘Lt'}’c'dg LS G0t 415

o el fued L e Seil 6 42
ES

e I L St 6
J;{w_‘amjuu‘l:ﬁ;/,t;,uu4oé{6§/§-4
T Rl

S o F e R s
_ufuc',;fgwﬁué.:,g{ﬁjﬁ
s PGt 6 5

A RGNS e T L ST U]
ST Py ® S’)JIJ’?KU)"&L“M
-‘4%4(/’(5'

SLol = &L L d/(;ﬁuﬁzng.Z
S
pEe @ pF AR

e Enfoikatbnd £ 24

_‘LJQ,.’:;;K{}Z-S
LS L c«!jlé(i 226
s FUE R

L u“/ﬂ/, UIn Ut Liee Medens KE U FEGH Ay Lsi1,000004 2604 (BiA 1

(Cash Inflow)
Year 1 2 3 4

Cash inflow

50,000 38,000 25,000 35,000
Project A s/

Cash inflow

60,000 50,000 30,000 55,000
Project B

Mo sl £ Py sl 5 4o . (Rate of Return) JbT #10% 2861, 2

2I(Net present value) /4 p) 24 JJ bes Z(Risk adjusted cutoff Rate)b./"-cé'_ 6"/ d/ 2/8%.312%

25’ (Profitability Index) . IS C
> y -
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Calculation of Net Present Value

Project A Project B
Pv factor
Pv factor .
Year Cashflow NPV Year Cashinflow 10 + NPV
10 +2=12%
8=18%
1 50,000 0.893 44,656 1 60,000 0.847 50,820
2 30,000 0.797 23,910 2 50,000 0.718 35,900
3 25,000 0.712 17,800 3 30,000 0.609 18,270
4 35,000 0635 22,225 4 55,000 0.519 28,545
1,08,585 1,35,535
Net present Value = Total NPV — Investment
Project A = 1,08,585 — 1,00,000 = NPV (A) = 8,585
NPV Project (B) = 1,35,535—1,00,000 = NPV = 35,535
L Total NP 1,08,585
Profitability Index = = =PI1(A)=1.085
Investment 1,00,000
) 1,35,535
Project (B) = =PI (B)=1.355

AP A R LBEb S bnisl & o JELINPV)LG s Po L 2Bl AL,

SBL 2 (51-cml(Profitable Index)§ 28140 P Slocml i3 ENPV (B Ll 32 L3 x
Ui wz o
Lol gt ol el BBy ffu‘ﬁwf :(Certainty Equivalent method) 3 #_is (S -2
G eBuT 2t P L b el et U LK AL AR 3P A K F
g‘tn;d/@la._d/(ﬁu/uf(Cash Inﬂow);ﬁt//b““/;tﬁt(ﬁ?;?‘aﬁcﬂ Jlb/m%ﬁ/v/) 327_%
b/ (Certainty) 5 b3t (s st Mg bl Bt o K llo ¢ ekt s 4551
&L Certainty Coefficienty U et se 2 et 6 L1/ (Cash Inflow) 3 AU Jaucy 4 <
(Cash Fes? 3 P U1 bol A K261, £ s (Net Present Value)esdn 2 o7
_‘at’n@?{/vdy"L‘}/J!_ngnwbuﬁﬂuﬁﬁ;/(fﬂow)

-~
¢

3
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kst 509 ~ 42 L Certainty Equivalent method :(Advantages) <46

_‘gﬂDL}G/;luVT.@/d'l
_%V@g,ffg%;/?c&m&zi%}w_z




et P e QoS 3 S(Cash flow) it 3.4 -3

et ST e 38 F 2s fa

U3/ =i e £ Certainty Equivalent method (Demerits) et
e S ke F 15670 S 15 (Certainty Equivalent method)- 1
Fobtf e U1 ted o Jud S8BT L5S Cash Flows 1ef £ 3 b Ui-2
_%G‘Cnd’ib

_‘aCJ:nJC'u""{Juf'icg,JmL“/u:GwLﬁﬁ’J%u?.@},J

e FE AL e p Yo g4

LB s e us /KSR o FE K A S 0100000, 61,Y 261, X bl 2
—e Wt (Cash Inflow) f7

-
¢

.

Year 1 2 3 4 5
Project X 30,000 | 50,000 65,000 70,000 | 60,000
Certainty Coefficient 0.9 0.7 0.8 0.6 0.5
Project Y 40,000 | 60,000 65,000 55,000 | 70,000
Certainty Coefficient 0.5 0.6 0.8 0.7 0.4

Ll /S — 7’ Net Present ValueeA%1Z10%Discount Rate*5€-} Uiz %1/2 U

L
Calculation of Cash Inflow and NP with certainty project X
Year | Cashinflow | Certainty Co—efficient | Certainty Cash Flow | Discount Factor | NPV

1 30,000 0.9 27,000 0.909 24,543
2 50,000 0.7 35,000 0.826 28910
3 65,000 0.8 52,000 0.751 39,052
4 70,000 0.6 42,000 0.683 28,686
5 60,000 0.5 30,000 0.621 18,630

1,39,821
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Calculation of Cash flow and NPV with Certainty Project Y

Cash flow Discount
Year | Cashinflow | Certainty Co-efficient NPV
with certainty | factor 10%

1 40,000 0.5 20,000 0.909 18,180
2 60,000 0.6 36,000 0.826 29,736
3 65,000 0.8 52,000 0.751 39,052
4 55,000 0.7 38,500 0.683 26,295
5 70,000 0.4 28,000 0.621 17,388

1,30,651

Net present value = Total NPV — Investment
Project X = 1,39,821 — 1,00,000 = NPV =39,821

Project Y = 1,30,651 —1,00,000 = NPV = 30,651

(Learning Outcomes) Clldtf! 7.5

JE I s (L;WJL;:'!fw/éxw,qzbcjéﬂ?*m_‘amtu/étuﬂ%ﬂ K el
AL B L i SV 28 dnlud P SK Ay St P as S K
/gﬂf.:,fiL(tﬁ.ﬁ/g_ﬁuiéu%-wL/(/GDAmu‘fKJL;"/ﬂgig/f‘fmu/ﬂmﬁu?u
MéK.:,uﬁ'L([zutw-wz_/ﬂ/i‘févc}q)‘ﬁm}Juﬁ,}éd/t{,h/d/%%_‘a&?d/
o Ele S bpebly g i o B e B e A § o +#(Net present value)e_ s &/
VI e S Ao s P b6t A L5 ot JG sl G S
S (Uncertainty) J& 52 5> s Fuy, Pl JIFE 7 Lt d a6
D LA Sl L F rc bnal 61 KL w7 e b FE
23 (Certainty Equalent Method).s/(Risk Adjustment Cutoff Rates)Js Al o
T SE T SUdn e bl b,

(Keywords) E@’d){g 7.6
_ujgf({ﬁ/ot$!é:awga«%ﬁ}é:y ¢ (Risk) (iﬁ
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b B s A Pt (Certainty) G2/
-nt‘lgguﬁ;wﬁ?‘@./;/f/?cﬁaﬂbd“i I(Uncertainty)(ﬁ..@‘/:;/f/f

(Model Examination Questions) < Ul 3 L} ey’ 7.7

_é4fuﬁdu
- lwt@)@&/&,ff&%%ﬁéf}z_l
.28 IV AN .

(Present Value Rate)=? £ (Risk Adjustment cutoff Rate)/,:LM(; 22%.51243€-510%-3

Kwidd

Net Present Values s 25 u?nwi’%uz,oo,ooom%,/3,00,000 (Total NPV) . 2Bl 4
ne
Py S F I Certainty Co efficient 0948 ¥ L_1,40,000-5
= Ul Lc«@lﬁ /ﬁ
el /Lfa(f £-1
Sk (}r’” Z (Uncertainty) J& /¢ Lf.?’ )
eI f o 3
I T U L bl 14
G oal AT IS e S 21y sl P 2
ey Lz b
A L jmf 2.6
el LSl S dp L
_éyu;d/wiﬁ)u‘ﬂ?édffé%u?ﬁifﬁx
_é ooy d/ Certainty Eqvalent Method-10 ,cjrlff m,kéj 4Risk Adjusted Cut off Rate-9
RN BNy Y
sl v Jesd e ad P -a §E6H A §L 12000004 NAMEE 12
_LL&-@J(CaSh flow)
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Year 1 2 3 4 5

Cash Flow M 35,000 65,000 60,000 70,000 80,000
Cash Flow N 55,000 70,000 50,000 75,000 80,000
=# LRisk Adjusted Cut off Rateing > w58-510%./(Risk)” 4% 261, Uss
AL

56,000 &-5,20,000.57 H(Cash Flow) J bt L5 2 U7 TS 1000004280, L0-13
$ 2% 2§80 PGS VL 2 12% 41— & 160,000.51&345,0000&55
- 762kl =5 L Risk Adjusted Cut offRate_fu{/ﬁt?f

—e s Siieade? ‘af S S A &21,00,000 4y 1, 31¢_22,00,000 4 x 61,14
_LL&'@) Ji S/ (Cash ﬂow)gflla/.:%!/,:g;)!

Year 1 2 3 4 5
Project X 50,000 | 80,000 | 70,000 | 65,000 | 90,000
Certainty Co-efficient 0.9 0.8 0.6 0.7 0.5
Project’ Y 30,000 | 50,000 | 40,000 | 6,5000 | 50,000
Certainty Co-efficient 0.8 0.9 0.7 0.6 0.5

& f“ K.b@l/? Udnes £Certainty Equalent Method £ /":)5&«5 10%
J’lla/?%!/ruluﬁJ“;'-LaC‘Kd/d/K:/L/d/gul,00,000/,: u.;l;/l/zui»B/;!A&lgl/v%!/vvgﬁ-IS

_LL.L(@.)(CélSh flow)
Year 1 2 3 4 5
Project A 30,000 | 25,000 | 45,000 | 65,000 | 70,000
Certainty Co-efficient 0.9 0.6 0.8 0.7 0.5
Project B 40,000 | 20,000 | 65,000 | 70,000 | 55,000
Certainty Co-efficient | 0.5 0.9 0.7 0.8 0.6

_édf@'g%l/?c; L Certainty Eqvalent Methode? LU fessk 3157
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(Financial Decisions)

121 L S

Introduction +* 8.0
Objectives #B 8.1
Meaning, Nature and Definition of Financial Decisions b.f'{/‘j/)'a{jc(}?b}féiu}‘é L}Q’L 8.2
Factors Affecting Financial Decisions Vad P14 i/:'!/,: U}L‘.’:’ &l{‘l. 8.3
Sources of Long Term Finance éu;zi,;%&;. J 84
Characteristics of Equity Shares c«kn" d/ u‘}7 L}DL/ 8.5
Advantages and Disadvantages of Equity Shares =l s uziu”’ L}l)l/ 8.6
Advantages and Disadvantages of preference Shares bl sl s bﬁu"i gff 7 8.7
Differences between Equity and preference Shares J / U Lu"i ‘ff 7 (ZUV 8.8
Debentures J/.:'f 8.9
Sources of Short Term Finance @U}'&«. Jfgﬁ,)l. 8.10
Learning Outcomes 5&&&6 8.11
Keywords BT /;K 8.12
Model Examination Questions aU!/&G’”,&/ 8.13

(Introduction) /gz'; 8.0

MK E S S FECA S Ty e P L it o bl Tl
MK S e KT LA KL I STE ML oy Bt (rmis S st 328 Nl LATL
47",5/,*@1/,1;“}'0/&4@_@2_;4&%5%‘:1:,fz&j’dhuﬁé_b»u’fafr“i Z:/@u(ufﬁ/}luw;é
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(Objectives) 4¢G+ 8.1

:,J/Zuﬂgm}sm_;m.ﬁylvédtﬁm
_Uf/yu)&éﬁmagicm’%o”éu}édt .
A TS ursdug s .
TG e S G
-uf/uy.//wuu“u?u#?dh .
LTS E NG mlu e

b@/j’/:iofjc(xﬁ”;féu%(}‘l{’t 8.2

(Meaning, Definition and Nature of Financial Decisions)

S J;LL/JW,L/_@L/J}&,L/&LWLLu/éb»;/md/uuf?, dAs
%ﬁudgﬁj’,-wzf_,iéd}’;/vd%,h/pzsz_/‘j’lyuug}’u/jbw Cor e Sl
B P Tm Sl Jo L

SPAFE it Zndd freide g 25 o QWL AF 5 Aaurdndd iy
d;l./LG{&:’,(:/)’(V-UJL;@}’/QI}"IJ//;;£U!§u;4él&:’_cc-gn4u}uéd}l;gd/wa"wl
LT s e S S e foa S UTEI B Gl pins Bt Zn P = 3P
Uit el sl 2 38 A K 5 305, E (Pl S e Bt B UL sl S 5 68 s
S Ju A J,}C? e L1l mﬁ;u‘?&“(f/‘jﬁ/? SN gzdr"(,l.//{u/vzy/“
[5{”,12‘_&/;/’4“_L;fu"tgui;w@%ﬂ:‘u}uid%mud%,f"z{{)ﬁuyf/wgugrﬁfg
/U5t e QL A LB T Mo Ly AK S KL
23§ Fixed Capital) b (6 s Saslse £ J U2 i 380, -
uMJ? t;j-uga“_tgéd@uﬁuﬁééymuwfwu&ﬁ:_’,ﬁ(f 2 /L&?f:(Capital Structure)

118



e Sdtdiey S fnl
_‘LL“MMQQL,LA}/?Q‘W)J,L//K/;/(/'iﬁ(
_LL[SM,ujJytgﬁ“;uﬁ./liwjruy»Lu’/jﬁ’minéu‘"‘u/]f,t//t{u/(}i?
e b A A Equity-Deb P S sl Ut s Sl L e
P TRT (3"”“ Jeus? o S5 f(Financial Decision)Us<? UG
(Investment Decisions) &6l ~.a
(Financial Decisions) &' JUL.b
(Dividend Decision)d=’ 345 .c
(Investment Decisions) é‘g’ S0
Soed Lad LU Enls AST S e o A ASL ) &2 8 5K
VO Ly S e d25F 2 SUS UK e B b s s S B A
e tls 3 2oz aceT Vet IS LBl L3 F Lo bl B Returm Cb C 3 F bl 26l
K5 L -LLL“WJ‘.:;dﬁﬁj/(dl.//?%u?Lbébﬁé}’5,;/)%'_;!&‘)?/-%(:‘@%}?104/
Lcu;/u((/'/,h/mruﬁr}-ujLﬂleiét)u:ééu”dr“”uﬁdiv.lé-c‘-mﬂw;k?&/
(Investment Decision) c&f&dﬁ,t/ J"Jb/o/é; (:”"J,L/w);j Suse L(Qtﬁcjkfw:
d}ﬁ!%ﬁbj-cb-&/ﬂl/'uuﬁL/ﬁj;ﬁg’d/k,?uJ,L/Mu'»éd/g,t/d/(/'-ct-t‘lgggc
UK Gat P LKA -t Ga L Gad 42 ol A S P Lo L
(Working Capital) 46 4~ & L& 656 2~ 3 U ss1e b1 (Capital Budgeting Decision)d<’
et
OSSP 2Lkl e Sl i b E e U2 2 w2 A1enid2 66
_wdj;';u(Features)Juw(?!Luk}d/(,h/_w!_m}w S U
R I =9 YT IR LY. S eV U9 S AR
= 2156 L sl (Allocation of Funds) % (§ b /W%u,uf&;"w@ Sdadd
ety
‘.uc_/&:’gﬁlgd/ﬁﬁuynéjﬁwwlJdﬂ;cgﬁb’dﬁ]éiuﬁ!}”d/gdt/ﬁ i
‘fa_;é/“/u%%fgupﬁéz;gd/b/,tff‘guzw%t(/' iv

119



SnpezsSudeig oy 2ot o i
:(Financial Decisions) &’ dul.b
FEG A & L dsd K dad e WL 2 26K Mg Srten 3 PG5 e B
_JJ;;/;meéuML(Jw_;wu/(}”u,uJ(/fri
fatrful.,bﬁlu"}_rﬁr,wul’/c_d/l{ L/ﬁat’rwuﬁmdlyw]ﬁwdw i
—e tn b LUK A S
Q]H"’UJJ&»Juumfﬂfcfcjmw@{V;]Jj}mﬁfmf‘adnﬁé_iif i
b
bl fe Uyt Fle QUi oot dL g i
¢ L unfbilicutidd (G
¢ U iBFe Sl B
SIS E L e (
Sl IE# SIS @
LUK ST = L LS (e
?fnam(/'cz_/mdtd’/ Lo L (f
cSunb AL ESF S e ol (o
(et ifsias
e IS I e ot s G
S F Ve (AL i SEn$nfpl L #E iy
e Lund¥ e PG A E N A S SIS
:(Dividend Policy Decisions) & (f’j Lusdi.c
,LéJl’“”c;uﬁ‘guyuééﬂg@mf&wlJm/umJ”Jgd/p%z;dﬁ}g}cﬁgﬁ@?(u
wg;/f?“&Luﬁ&}‘f/ym{z,l‘gwg;/ﬁﬁuwiumﬂ/y;féé”'io@f,‘d/
:uj/l.pi/}jjﬁa@d}guut&u’u‘g
udﬁ_‘g;ju’(’?mi)"?ugK,:L//K/)f:?‘adfffgd/u;’ﬂ LU = JE i
RS IR Y

120



3T S lrbt o Udm R e T b3t E 6N i
-u(niwfu‘fc‘fd/ﬂuﬁﬂihfﬂﬁm’wnfﬂﬂc"/wt{@?-d@

e L3 TFEmiigin S npd £ AL L Zetoe & idume” i
S S

S F P f et A J@qu((/'w{:bﬁr Jé’;{(}:é}gﬁ{,v:xﬁ‘dlﬁ»u{l iv
AL Pt B R L QB Uil g b S F ez 2

_‘a,ﬁu/u{lm#}dﬂ{gu,@gi}gﬁgé v

(Factors Effecting on Financial Decisions) J’fﬂl’j’/vu}uﬁ dgt 8.3

SUte s fusiv ufjg,“JL/K/;/(}_ugLﬁ;t/¢;/d//utgréﬂu%»/u?"‘ﬁ[}t}t

LA w2 Bt Fls lomtaln P o aolin i r}ﬂ-ngd’y&u}ué SVt &> 5713

SIF s Lnj!,ci}"i/?u;ué Jgu-wLnbfzﬁ';c,(/' Sy &:’gﬂg&yw})ﬁiwna &//gél
e bl (:"’" S )i

(External Factor) 15 &; o2 (Internal Factor) }1# &ul -1

(Internal Factors Affecting on Financial Decisions) J ¥ &;/JJ UI,C!}"I/.: U}L‘.’:’ &Ut-l
r)gJi/ul-u}"'&/Jif&uM/J'l/o/“j}Jih&ulié(}cﬁ)#cgf[x}&yllé%&"}(f/
e seadS S e 5 18 Qon L(}-@Ln&gKy?!;ﬁu#}L(}Jii,_‘awgg&‘;uﬁfé
RO T LRy gl O PP, Lna“./;;i/‘ffwf&uﬂ_wz_/ﬁu) S
S1F Gast Az &nJ’b@b/[(} Se i SUE §uP s S S by &,m/(/'_u;
RV Y-9474
:(Nature of Business or firm)e 7, (/.QJL:JK.I
b QLS Ul U e i A1 L ity o Qe S S e Ak
e o Lt IS U s Sl IS s R
Sp TG S Qe P S A ML L U5 Sl e L VT St §
SIS B LS e M

121



U2 Sl bl y/(u/' A e NI T Sy, JE1 U= JA_L;, P
P (VA0 J. L.@.L;‘f ﬁaat‘legd;”” b d/ug’/,:uj L”’l% J~(Manufacturing Industries)
e Csdad 20 F 3T S S U1 bl U LU al A (Working Capital)
Lol 8 SN L A o Len p U5 S wld s 8 S S eI
Y2 ) Wy
:(Size of Business) 64,8

L UPL SN K E s ) - L s ﬂLuJ_nJuu‘u? u}ﬂ? Jyl, =S J/@U(
Sts 4 U Bl Sk GAME clonit L ef It Ut ? U7 Sl Qe 2§ Ao Ssde
L& o dren S L LmuiEid £l bt po1ee dnen d Ay
e b S e S L
i(Ownership):».:E

QWorpunt AL} Ll U7 e Gl 3o S At git A Qe b sk
SEEA S e L L Gk e Serlos S6F UK § e by ma S sled
-ulegi&:’/’)gd/;ug/&QL/;lui;i;,»)ﬁc}{uﬁﬁajfﬁdgﬁoint Stock Company)(}q‘r
:(Rate of Eam'mgs) &JTC /"

P e QoSS el 5O 2F Lt (1 b mead S
Ui/ (:“’“ st o L U Sun s et LRiskO P 2ot 1,370 24
7 Eatgh gt £ A 2l Qe e il 62 2 L Eb b duTe 2L A FT S om . L
_‘L&}’Zﬂli/:"/vu}u{}Jyt(ﬁ/i/J&xTC;Jﬁ-‘Lt’@gsz
‘(Liquidity) «JL-

(Working b e tb Ly s 3 Ulg U7 Wee 3065 5 QU0 ok =
&”»-w!.//y“fl/u’gg%gw;uf S G (K L Ei Sl A1 5y # € Capital)
A K iU At L3 TSR T DD 2 S st b P
e Qi 21 e QUFE I Sk S B T Dt S Qe
:(External Factors Effect on Financial Decisions)d' 14 ‘33 Yy V4 Ifi/?u}‘é &LJI.

Q- g 1580 d N9 LS e S\ Biil, PSS, Uske? 3&%&(/’

122



-‘Ly@lﬁ.uﬁJ“s/J‘lf&,/;ﬁwg_ué_muu‘%u}@éyt_wij‘}‘;z_dlf&,/;auuw}wuf‘df
= 26K 5o b4 A3 e b2 v 11
:(Tax)Jr‘;_l

uﬁ/fuﬂyﬁdf/gfu&_‘adu&,/;ﬁlugm,a’_muu“u?u}é&ytirh)ﬁgug
Ut b S UF il o iti ety S8 L8 1 Sor e 3 e 5L Jr
Ao s clos U u’g LS en Ui o P 2L i Gy &S S S
uﬁz’_qu,mnL/Ct:“«ﬂ/u#}Jyt%équ/d/_‘a(}ww/(uﬁdﬂf/?;,uf/,,;,um_ta
I e T S P Py P
:(Political Conditions) <= Ub(5'L--2

bty S F oo e & o 5 st $F o w13, ke Bl 51 £
}"t‘f:(u)‘..}&QLL(}XU}:«UBJ.@(’Upj;:«&?}'d/u:’;:p{/fJui”);%i'cju)bl/'!/v(}ju}la_‘a
L2 20w, B NG S
:(Financial Market) /L33

( )(Capital Market)/1J J’J f :(Money Market)l éu - J-c‘- sz ¥ (Uw u: bkl Y
oAy JJ}rv@c(Financial Institutions)<— s/ JQL:/JAJ@ e Ju’/.u,? L w Jul}"i/r u:L‘:.; &L}LL
SIS AG s Unir 2 8 U e - st P e Q0T G 2 4 st s
-4‘-35;, uﬁ,,ez’uéémédr"édh/r_wb»
*(Economic Conditions)caUlpo‘5 -4

JL/G’%guﬁv:ﬁg@/l‘LJud}gﬂVguué_n/‘uu‘u’d)vk}@?LL(/';,WJ"L:»LJ
AE Stk F oG AK L LKA AT AL I Pty Ume G oS
ML LKy e os§ el Seso 2w K5 s it ) (e et e i
el &ﬁ&fﬁj:um ,T‘jw}c,@u";/iJg,:(lnﬂation)zm/'mw LU v B2 A6 Ur oK
i QIS A S e 5 2 22 ok =T
:(Government Privileges)e ! 256 -5

B clin $ o B0 6 5 Gl § U i § ezedr? £ QB L
/l)g.://;/".‘aJMJI,CI/&I/.:U;&.J&(}QLJ()X‘LJV&;/;(ZI WAy, > SELSLS

123



iul/“/, u%?uy‘ué(Debt-Equity)u}/’.Al‘f’ﬂp{ Lu’iuf(}{i u’i_é/'/u:"}éﬂii J.:«K}
B S

(Sources of Long Term Finance) 315 JMNdsf# 8.4

Frpf e 6ot st s £ 20 P05 S(Finance) Ut 2070 20
FE AT F St ernat e (nen AL Ll oK indELE 1Srmatd
d/g;/t{/;-‘aufuc’dr"(ﬂwiér/'f&fﬂédt/uﬁjlﬂw}rﬁ%ay.‘,!’é L(}L&f
BLFE Lo (S Srd LU Lasny 35 e Qe Sid L7
LIend L seidUse LS iiidut bod Lospe1fuse o Gsss pisse ol
A EGIEHK Ay P SO Ll s e b 2 etsesith 2% 4 7 S UTEIER 2l
i S s Kt E ST A1 7S b e Brmn 2§38 L LU Ui 204 -t
L L SF 55 3u - bel(Working CapitaD Jul 46258 ol 1o s B S Ui 2
AVl 208, 55 S e QU 6o i 8 5m F 2Bt 2 o bl b1 Ui i
-CL-(BJT}/&}L}}JU}’JU}(’“éL/JILP.;JLJAJ)bJ:J")'-o/:}}tgfj}f—uubl
_TE Ss Frhdra U3 S E afi7Pn
((Ownership Securities)= 62 Z L # (A)

S8 § 7 me b F (Capital Stock)f(Ownership Securities)T 1)
S 1 s T S 7 O L L3 e 23 57 il &
3 A EF - S P Qi L EUF S S PG ETIF o SEG AT
d?_ul,O0,000,L/KJ{ Kﬁ4j,b£dtf»_wj£(3hare)y/ J{ué,{m‘amg g ffﬁ KUY Kuj;{
Lo r IR 11100000 A U1-Ere 10024 § o 23 Ll P 1,000
Sibrd § 2 1 £ £ (Shareholder) s P2 7 E P71 EuniSine 100
Sutas P b L6 $19565F 96t 2 (Bquity Shares)* (isbf o et o (e
=d

“A Share in the Share Capital of a Company and includes stock except where a

distinction between Stock and Shares is expressed or Implied”

124



(Kinds of Ownership Securities) (L3I
.wbg.»:wsw{uiw_‘gdfwtfﬂéf’ﬁ; CE S e st
& 26 L Sl (Deferred Shares) P o3 A0 £ P2 F 50 P nbe & F < Lsesb” it
e he S P F (e e L5 S5
:(Equity Shares) ** (isl--1
& 7 .-t 2 £ (Common Shares).(Ordinary Shares) &% 3 ¥ 2% st ol
é//l/“/,fg})}(m4’:6{_@2'.115(lb’;'lu”uujéul/“/,d;/”"/l;?l/?[j{/l;W&l}b»_‘a,:t/guﬁé
e B e F LN M adp LFE B G oo JE S 25T L
u‘*”ul_‘at“tglﬁ;u'sgjfuuu P Qs o Léuud/fcé’gfﬁ/“/um u“”&f]/@”Lu‘r
?n;‘féj(&{ﬁm‘LL"n»&)ﬁﬁﬁ?nuk]ﬁ(&gfl-%b‘n/,:gi(}":f/vfﬂ(@/&u@ﬁgé’o;/ﬂ;l:fu;m
o}&]@%/!;u"i&bwfbat‘lgl/‘(”&l&/le;!ﬁﬁgé’(}:‘rf‘at‘nwg@;lub}g_%&n{(ﬁa/‘urﬁﬁﬁ
u‘f:jlm"L&?Jmﬁ“//um‘fﬂ&,uwLémJﬁ“//u“‘%}(&u‘f/?é_ndﬁéﬁ_w&fz
_G/uﬁ’uiu/,tffuuuu“i&uuuwia,u//{w&{fuf;g
:(Preference Shares Capital) - 7
ﬁ?ﬁw&fﬂ&f]}(ﬂétungé]o{»),J(ém;ﬂ;ui’Lb»Lszu‘ﬂéi
A F 2ot & (Preference Shares CapitaD s P &2 K& § i 5 £ G § A7
S LG U s P2 Jalasts
Sestd it (S S U Fr L Sl Lot LF St SF 1
-+
e bW U Y F o = Qi Sspsd Ui P2 a2
&L PP 3t Z s P Bl S Sty S S b s PP
s P F 2 En e £ el Ui £5m 7 e P F e B0 2 Sy

-L"nu.?}/.@«'il{’%):;»/

125



(Differences between Equity and preference Shares) J Y40, Luaﬁ uéf 73 d’)(/ 8.8

Valt

‘fﬂsl:l/‘

e FEEG 2t S PP F 5o
S F IS S o w2
& b A s nd U PP F 53

_Z_nu.’?;.ﬁl.c’i

A 3P S u $udiand PP F o a
e b B LU

2505 e Ut P2 Ao Usss P2 1S

-l
ool ot Qi &0 2S5, T 16
e dx

J’;’.LLE}J,:L//U)/I)M&15V4L}5€’J‘3{-7
e bt U T
PP AT I At IR

e PSS 2 e S P7 dlo1
< HTRS S Patun s i
gl L F PP dle3

PRIV

‘LglgJJ.’.@.J:«L/,}‘U}L&!ZIJJ}]&MV_4

-‘43;4@5)0@&;/,;
@mchjgjfuubu‘j&?}fum;u‘ﬂéuw-s
—e bl ke L

dnei b 28k T -6

FLE S A S S SFE 7
_‘L&Tutdjmi&,'/um
-4‘,L“¢Jéfzjl/£u”7&;u-8

:(Retained Earnings) UV U»/C‘( U123

Sl L) LS o A B F S S P b Lt Faos
K.)Ld}bd-uj':d/(Retained Eamings)uglfé’@/ufgzgﬂ-ujg/’/dlz&‘l“i LLUg/pMmug&"C/
-‘LL“}’Z/.:U’:J L F A s L (Ploughing Back)S Ktk SUussbUt e u/.c‘-,g{/}q’ A

(Debentures) ,5‘5-4

uwgé/’uL,Cgﬁb{uj’:gm["j_&/dﬂgn‘iéu’Jjﬁ:gg/f'ﬁu"/"&dj?aﬂfﬁ{v{!
_c‘_CClguZuﬁJ{.f;d S PP ot b(Debt Capital) - J}/&ef4&uz1 Suds
Jug_g/Jjﬁo?L(z)&szo135{016_4‘_&&6);,,»4@}%,{;4‘;’cé_wvg(fu"/"/js

ki
_4"_

126




“Debenture Includes debenture stock, bonds or any other instrument of a company
evidencing a debt, whether constituting a charge on the assets of the company or not”
/ﬂgivl@l%ujt‘!i(j{ re b ¥ ) retndl 60 st S5t 5

e Sl bal
_‘a(}/di&’t/ d/u’; J,o ut:b &ﬁﬁﬁ,;&n@/’d//l/‘@u”?“Debenture Stock” k<
P UL FES st Z s A LG 3l e e A2 P s F

-
¢

(Learning Outcomes) élidtﬁf! 8.11

AL de &L i b d FF e WL pj e e R nurdSn i U
gf*/.:ubr(&_wz_}f..f/c«l}kfyuLJ'?U%&}&'/?‘L&IZ{:U}L‘}&?UQJMGP!Jf}&(}’:‘{
enfSe 2 LA s d2 L ekl e PP E
Sl bl b b ol e Ui e n L 23 P e 257 158 Unts Pl
gfﬂumiiug/,//'cffmJ;r-g.ttggﬂ;t;r4u/?"'5,?§.ttggﬂ)tﬁ:fgs/?u”ﬂi?/“m‘fﬂ
Cﬂlg&fﬁ.ﬁ g S Qo gt NF Sastd SEe Uske? Jyl.-c‘- o 3ot U2 5 & Usbs
AL ISP IRl b F 5 e

(Keywords) WIS 8.12

L UM BSOS o WL A L5 #(Financial Decisions) & GyL-1

e e G S0P e SF 3g5Dividendd 3432

L A 2L s e L5 (Long Term Finance) Adact #-3
A A SBBE e i1 £ (Short Term Finance) s 27/ 4
SBS Lot o P Ak L S mLes 2o LIS (Cash Flow) seS B_s
&y

127



(Model Examination Questions) < Uf3 dl?‘;!‘; 8.13

_é/?:’/ u,,é Jb
_wlndﬁi&{mu&y G
PRy AN N Gii
Y Jlf&’/ii)ll!}'l4 uske? JGii
AT M 2 iy
et L
&U’)”Jl&éh‘.’awﬁ/}f;
ey Fdusddyi
L
WENSF N
IR L35G L2 QUG L2k G
?n@.,b»g.{;’gﬂ&,u-4
S LU Es
-éyu;c‘,;!/gau’i}gﬁgﬁﬁ
Ey 8
&k =253 sl 21« (Financial Decisions) <! -9
2y ol =lin s
_EE ey P et IS U QU1
_é ul,,/ 17 Qs gkt s st 3 4 Uske? Jyt_z
_éwl.}} d/(Dividend Decision),l<} d/i’fgﬁﬁ
-“&6 &)Jffﬁ 4 UL WAt -4
_E 3 sl PP 35

.\"\‘

128



NP1

(Cost of Capital)
121 L S
Introduction /31’? 9.0
Objectives #B 9.1

Meaning, Concept and Definition of Cost of Capital bft{/‘.]/;l/r‘lr}r}@@’ é::«fl,'d/,h/ 9.2
Need Objectives and Importance of Cost of Capital A Y d/ =S J < 93

Advantages and Disadvantages of Cost of Capital atuﬁ/}14_455:«ﬁJJLL/ 9.4
Methods for Calculating Cost of Equity Capital %/1’“& é:u:jd/:a@ d/u‘j(}l)l/ 9.5
Learning Outcomes éﬁdm 9.6
Keywords BIAE 9.7
Model Examination Questions U3z 9.8

(Introduction) /f;z"/ 9.0

L bl A S TSl S PSSy S et i s P2 8 Tz 1 7
S A T s Zmit it & T s el esspml g & Towed J2 Gl
U5 o B St 257 L 6T L b K - U 51— 2 (Bargaining)
Je S PPof s Stmar Sidgpantsr & U1 S el it fof s § U it S
St 7 U P P m LSS5 8% 101,00,000 il 7 1t &
1L S K e P C L or 8% £ i P P N v 8%t e Lot
LSS ety e P LNt

(Objectives) 4¢+ 9.1

S LS n 1Tl b £ 36

129



-u:’:/@?(f(x@‘;@”&afud;t/ .
Sl S LA

_u:ﬂ/ug.:,gﬂu’;fw;t/ .

_uf%“/ou/ulﬂl&d:&@d;t/ .

S et e TV
_u:g/f&m}’&wLu%/idJK#’JdeL/JDL/Lmd/:«l:/ .

u@}/}‘/r"jcr}?’aﬁﬁfﬂicf@d/dh/ 9.2

(Meaning, Concept and Definition of Cost of Capital)

_/lgJ(}Jvivéuu_+u<u,c}q}f¢iPd/uugdh/éuj‘m:ﬂu/,t/L(}gf(
Juuméﬂfu@cdtfuéf/“cu"/“/,tf(}4/;5,'&-‘@041,/,'&'),1(ufd/éu;'L.jtﬁ)fyr_
(Cutoft 7Skl VA Lo AAIRAS LI Sk Ay e S 7
-c_bxy rate)

ngnfbwfd/u’;JJﬂL(}Jt?n;uﬁ.ﬁréL/ﬁb(Cm offrate)&mc/“:,»/'éfﬁ
AU UG uu/“/,uﬁjug/ufuzrd/ﬂzc‘-&uc}tf?J/K,L/JUJ,L/utw-f
WS e nf L L pd LUs? L s £ (Wealth Maximisation) Sl Uk 6
ST U s S Mst 3Lt Ut e S 1o 6 ol & 12U & sl (Cost of Capital)
FiEr e e d b teI8 o Lojoc enbd el s L oAU priecark il
i VS LA Innlit f S A2 J Ul e bne P2 L) ekl S
_J}’Z

d“;'JUJJK:L//?U"’/,/Jjﬁjr}ﬁé‘_r}’}”aéj{:é_/wbéjﬁQ@thfg"/.u/(
e bt iS5 e St Gy J§ TS g il e (5T fl
s ZSolomn Ezra-1
“Cost of Capital is the minimum required rate of earnings or the cut off rate of Capital

. 2»
expenditure .

-"c/“u/wucJ@J’J‘u@.@}@}fu(»dtfa@th/"

130



Sl LHampton, JohnJ-2
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K. = Cost of Equity Capital J
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3
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MV-NP
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Kpr = ——+— w4 (Cost of Floatation)< I JG!ZlLuP 4':,4_5/2UV7L}
~(MV+NP) : G
2 40.0004.33:00.000-29,40,000
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Issued at 10% Premium éd/la/“ﬁ/“w%.’ 10 Gi)
1) Cost of Preference Share at Par :jﬂd/ﬂ(fj}'b’]@/?ox;’.d‘a/ ()
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110-5 105 )
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(b) Np = Net Proceed Np = Net Proceeds J

e F Gl FF Ui b £ as L S P e MO ENFF Ty
e o5t Sl Ee ISP S U e bl A (Tax Deductible)ss fs? § E £
e [Py
Jz

(a) Ky =

o |~

I
() Kg=KgU-v =E(1—t)
K4, = Cost of Debt After Tax t = Rate of Tax
z o e ° 3 P hd - . &
=NV PF e Gk 4 (Book Value) =d (077,4°310%L ¢2,10,00,0005 & ¥
_Ef_fb.dj(Cost of Debt)
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I
Kd = 7 X 100 Cost of Debt = Kd U\
1,00,000
=———x100 1,00,000 = 10,00,000 x 10% = s>
10,00,000
1
= —-x100 £1,10,00,000 = Principal Amount = . }”I
=0.1x 100 L Snus
Kd=10%

» D . b . . . ] &2
J c;ug £40%L pas Jg -461@4&5655%1 V4 8%41%,/5,00,000¢u%{ F T o
-égy’;(Cost ofDebt):/@ JJ}_(After Tax)pfz:Jg/}!(Before Tax)

3

1) Calculation of Cost of Debt before Tax uf;d/;v@d//iﬂfgd"t -1

1
K = E
40,000
= Cost of Debt beforeTax = Ky, UV
4,75,000 :
=0.08421x100 <+,40,000 = 5,00,000 x 8% 1 =1+
Py, = 8.42% 5,00,000 — 5% Discount = Net Proceed = NP
4,775,000 = 5,00,000 25,000 :&9
1 _ . 7
2)Kg, = E(l—t) (Cost of Debt After Tax) /U 25 wc #2UGi
40,000 8
= (1-0.4) = 40,000 = 5,00,000 x —s+ £ U7
4,75,000 100
40,000 5
= x 0. =5,00,000 - —=25,0003,
4,75,000 100 v

=0.050526 x 100 = 5.05%

NP =5,00,000-25,000= 4,75,000&-»~

40250 f =t

(Issued at 5% Discount) #JJUJJ}/?&%JSZ (ii

Kdb = 5.05%
1
Ko = E(l—t)
40,000
-4’75’000(1 0.4)

=0.0526315x0.6

=0.0315789x 100 =3.16%
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&2,40,000 =31 LU
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N 1 ® oy e pA L ) M vg
_940%@/"@1%_46&/?(B00k Value).d QL-C’/.,“HO%L%;JI,OO,OOOLU{A?.’/J’ 3
£ 2/10000 =351, Uz 2

Calculation of Cost of Debt After Tax = 40% =T
1
Keu=(1-DR OR K, =;(I—t) 1,00,000 = J°1P
10,000
=(1-0.4)0.10 = (1-0.40)
1,00,000
10,000
=0.6x0.10 = (0.60)
1,00,000
=0.06x 100 =0.1x0.6=0.06
Kg,= 6% Kg=0.06x 100 = 6%

LA o Sl 331007 £ £10%1.675 10%L1,00,000_ G Jzlosn? 45
_é.,«/(COS‘L ofDebt)JUJJZ’;”M&iJgZVL 50%

Calculation of Cost of Debt after Tax
1
Ky = E(l_t) Cost of Debt after Tax4 Uz
10,00,000
=———x(1-0.50)
1,10,00,000
Ky, = 0.0909090 (0.5)
=0.04545x 100
=4.56%
|

Np = 1,00,000 x 100 = 1,00,00,000 <—».
10
=1,00,00,000 x —
100
=10,00,000&.
Net Proceed = Np = 1,00,00,000 + 10,00,000 = 1,10,00,000 &~
10
I =10000000 To0 - 10,00,000 = Tax =t =504
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. 3 . . . . . . &%
< 40%L /“J Jg 4 Ul 98-310% 43 d%mo_’wf 4 38% 1,00,000445%r xauf:‘{ 5
_é_‘,/ (Cost of Debt) /1 d/u’/“.}

Calculation of Cost of Debt After Tax :J’
1 .
Kda = —(I-t) NP = 1,00,000 x 10 = 10,00,000&s, L7 s
80,000
= (1-0.40) &= 10,00,000 - 10% = 10,00,000 — 1,00,000
9,00,000 ¥
=0.08888x0.6 & 3,=9,00,000
8
=0.05333 x 100 t =40%1 =10,0000x— = 80,000
Kda =5.33%

R e . . . . . - F3,
6 72% 8121 LS 1128534210007 1675 10% 40,0005 25 68
_é,«/(Cost ofDebt)JUJJ}M&:JZV&:M%C}JJE?-%L'%

Calculation of Cost of Debt After Tax c.'fU d/ ‘f } » Lgf? :J’
L
1 .
K = E(l_t) NP = 40,000 x 10 = 4,00,000&-2 7
40,000 . 12
= (1-0.4) Premium= 4,00,000 x — =48, 000 s,
4,40,000 100 ¥
=0.9090909 x 0.6 =4,00,000 + 48,000 = 4,48,000&+~
=0.054545x 100 NP =4,48,000—- 8,000 Cost = Rs. 4,40,000
10
Ky, = 5.46% 21 =4,00,000 x Too " 40,000 t =0.40

Floatation Cost = 4,00,000 x % =§,000 ?Lu
IS 854070 24 S -“Ld/tga?_mz,oo,ooo&fu a0l 2l s T JF
éli!,?._ggjjd/(Cost of Debt)
Issued at 10% Premium_/vffi/’ 10% (ii) Issued at Par/.::a»fdcr(i)
Issued at 10% Premium- ;2563107 (iii)
(DS

1) Calculation of Cost of Debt at Par /ﬁJJ/,."‘%dQW
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1
K= (10 5P = 12,00,000& s/
1,44,000 12
=———1-0.40) sy Interest = 12,00,000 x — = 1,44,000
12,00,000 100
=0.12x0.60 Jgt =40% = 0.40
=0.072 x 100
Kda=7.2%
2) Calculation of Debt at 10% Premium Vf{d/:afﬂ Ju"/“/?(é/?loz : (i)
|
1
K= E(l—t) NP = 12,00,000 + 10% Premium
1,44,000
=———(1-0.50) =13,20,000 =12,00,000 + 1,20,000
13,20,000
12
=0.1090909 x 0.50 I =12,00000x ~—= 144,002
=0.054545 x 100 t=0.50
= 5.46%
Calculation of Debt at 10% Discount ..:-/d/c«@ d/u’/“ 4 365107 (ii
|
1
Kda=—(1-0) J?b2Np = 12,00,000 — 107 Discount
1,44,000
=————(1-0.50) = 12,00,000 — 1,20,000 =10,80,000<—5.
10,80,000 ®
12
=0.13333x0.50 0¥ =12,00000x—— = 14400045/ =t =50%0r0.50

=0.06666x 100
Kda=6.667%

(Cost of Redeemable Debt) cyfﬂd/ J /“ Isjl
JJZ}"&J}J}L/@"B’P’!La,ou’wi‘g&.n{ﬁc%ax J&1;u;gd/&‘¢u"/"uj}u;1)g
Sl canid LSl e ETEL S NG e QoS A i 5 P
,L/4/ku$/uui’;?w3/¢jjtgu%gjjﬁ L(ﬁu’i_c‘_g}@d)/uiumzio»;y K"/ el

B TSN STETY S PNEA S TP PR P ¢
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I[1—t]+%(P—NP) : .
K= T 4 1P = Amount payable on maturityf I g3l LS

2(P+NP)

J’J >.JNP = Net Proceeds
n = No. of years ofmaturityg_[,"‘ur/,)u,fé_uéﬁl
Jr‘;C/" t = Tax Rate
2wl /:;I = Interest (Floatation Cost)

1,00,000 o 71, 312081 & Sido 4 2556 55% 5 /jm%i%}/20,00,0002_(32r S 8 U
(Cost ofwﬁJJJ}-‘L4OZC;u(Jg_u3!;iJQ4(At par)ag.QC(MJVSJff-gnx’b u:al?'].’%}/
_é.,,/Debt)
Se oS

I[1-t]+2(P-NP)

T 2(P+NP)

2,40,000[1—0.40]+%(20,00,000—18,00,000)

%(20,00,000+18,00,000)
2,40,000 X 0.60+ % x 2,00,000

%x 38,00,000
1,44,000+40,000
~19,00,000

=0.09684 x 100

Kg =9.68%

Net Proceed = 20,00,000 — 5% Discount — Floatation Cost.
NP =20,00,000 - 1,00,000 - 1,00,000 = 18,00,000
sy =20,00,000 x % =2,40,000 s
FLIP 22000000 TaxRate =40%
< b Jaﬁ/}': n = SJV
o E g /3)3/,2%4?_513,92,0001,’45;@; ya 10%414?_;/4,00,0002_5{ PAN
_é()“”(Cost ofDebt)JUd/Ji"f _%SO%C;JJ'?J}I{_JV 10 4 JJI;IJQJJZ}” _“idjla
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I(1-t)+=(P-NP)
da =

~(P+NP)
40,000(1-0.50)+5(4,00,000-3,92,000)

~(4,00,000+3,92,000)
40,000(0.50)+ 1—10(8,000)

2(7,92,000)
20,000+800
"~ 3,96,000

20,800
= =0.052525x 100
3,96,000

Ky, = 5.25%

J7LUINP =3,92,000 &sn = 10w
10
I =4,00,000 x — = 40,0004/
100 ®
45 P =4,00,000& s
Y t =50%

3 4 A . . " > . Y4
Lo 3150008 7 4 3121 Solo LA96-35% ., 830004 10%_215,00,000 & 5% 14l 151 110 J&F
P 406}&%}-5&”&@ JJZ’?JgML/;IJ?L(Before Tax)_u,?b!JQMUL«SJZ'ﬁ,:-‘Lt‘ﬁ

Calculation of Cost of Debt Before Taxe/ 1 d/J/f'fl;UQu’ng (€))

I+=(P—NP)
_"n
de - 1

~(P+NP)

50,000+ %(5,00,000—4,60,000)

2(5,00,000+4,60,000)
50,000+ % X 40,000

© 2x9,60,000
50,0004+8,000 . .
= NP = 5,00,000 — 5% Discount — Floatation Cost
4,80,000
58,000
= 5,00,000—-25,000 - 15,000 = 4,60,000
4,80,000
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= 1= 500,000 % 5% = 25,000 &5, S /1>

£125,00,000 =5 1= P



=0.120833x 100

Kq = 12.0833% N =5 Years 0.4g4o%wgc/“=T
Calculation of Cost of Capital after Tax :jﬂ d//’/.;"ﬁbl)@u’gwh(ii)
1(1-t)+=(P—NP)
Kda = 1 n
~(P+NP)
50,000(1-0.40)+ £(5,00,000—4,60,000)
- ~(5,00,000+4,60,000)
50,000 x 0.60+ £(40,000)
- 2(9,60,000)
_30,000+8,000
"~ 4,80,000
38,000
= Kda = de (I _t)
4,80,000
=0.0791666x 100 =12.0833(1-0.4)
Ky, =7.9% =12.0833x0.6

= 7.24998 Approx

(Learning Outcomes) 6&(}&3/! 11.7

e S PP F AL L1 B L Lo mE TS A AL F .
e I L ee b S e Ui PP o S S 25 LS i P
SFFKn - S0 Ar FF S35 - BT P b FIE LS Ses 5 o
L FALbibd e s Qs b2 53 33 e (I ki 347
FiS G b3 i F ) e Qo2 U, § 218 53 G e b P TIPS 2 o
JE5eF LU g1e e P e(Credit Overtime) 25 £ Ji1 75 21 £ it o
Uiy 855036 L1956 96 el 13 25U (Debenture Holder)y L islx #
Lo LSand e i dady &5 LSS F S aa sy f Lo és "_§_f
e G S g 3 L madd oste Lo Lo (P e F it U 5
ESPSY SISV IR N NPT v DA PP NS E PN S IR N
-‘génu;/u@l.//#}u%uuﬁug&/d/w%nj'j L(ﬁw_‘g[}w;/uéu
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By -8y
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_é/jun/?du
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c«U!yJELc«Llﬁ/‘?
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(Cost of Retained Earnings)

121 L S

Introduction /31’? 12.0
Objectives #1201
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Meaning, Concept and Definition of Cost of Retained Earnings
Importance and Need of Cost of Retained Earnings cu;ﬁulaﬁ!d/:/@ d/&,ofg;@/u 12.3
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Features of Cost of Retained Earning Juwé;fu& &M’Gf d/u 12.7
G nls Zimda T8y 128

Difference between Cost of Retained Earnings and Reserve

Uses of Cost of Retained Earnings .;UWIL&@ d/&xfﬁfd/u 12.9
Learning Outcomes éﬁdm 12.10
Keywords SISLE 12.11
Model Examination Questions < Ul &L?u/ 12.12
(Introduction) /g-z'; 12.0

AL At LS EK 23 L a1 Koo bt Bl s A 1A 7
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e b SEE S 532 L F i S S ol LI LSS
2_//:3”"4/): Lkﬁgﬁu:umuﬂ"(fug}}&tééd%fﬁnduwéjdﬂ”,é/,m/?@,//guwg{ﬁ
Folia 1t 2 ¢ L (Retained Eamings)3u T $os oo L8 F L
Ly Pt e S e a L P SN 3T E S m S S

(Objectives) 426+ 12.1
:,J/Zuflgm}sm.;]méylbféétﬂw
NS PG L (Retained Bamings)(4TE Sy ®
S et SN STTS
F S LTSS S
-uf/yun}/c«tlﬁ]ulg,gﬁé &@J&,«.T&i}/}/ .
A o LSISTT S
S el LTS T S
F SN

e TR TS 1222

(Meaning, Concept and Definition of Cost of Retained Earnings)

- t‘lg.lﬁ;i;r/,:gf/“ JLJZ‘L&?d ﬂ)i/cdzw}l&/’dzg’d/i u/c JUui'é& J!

i lnl LS s gt s P oS Setbn FLolind # JQL B Loy

w0 LB ST P QuT U P o Km0 P F S b U1 S K

L(ju"ﬂfﬁ:ﬁgsﬁéngf@;/&gﬂnﬁ”//uu((“’ffuuu?+b@gdﬁ”a/g;;uﬁ/;,/KJ£

SU 89 bbb S d 2 e QT din$eslp fisgioc dndle Silorl bl 71
- & (Retained Earnings) {16~

170



Nt S e L LS S PP S e e o ALE L LT T
oL L Ld/t{,n/&"u/u?%a@&ﬁyJ/’wJUJ&AT&@/JKL;/J%”U@»@
LI sk pnl S J 0S| ﬁ“ W e FhL U L AU sl Si ks
Lo =7 S usn P2 Ll W 1 L QB gt e 500
_‘L(Retained Earnings)d"}'&,aﬂf&/ d}’o_‘a tel o U/@vcj,]— Z:dm’d’f/?,r"” J’r;c‘:u[
S P2l S5 o P Sl (Cost free) QuTF ot b= A
22U s LS
S3uTE e bnaotbdnf = W p 1o 2 et §8 LF LU
5. d;/mﬁ“ s BT S U PP Jig MLJ@»_‘L&/.TJ S8 e e S U P
Suses S8 J!Lné&%m&(‘flO%{L/dﬁ”,t/uﬁu,’iwd;@ig/uuién
-+
-‘éd/ U /‘." J J Lféf d/uLAna Misiuro
"The portion of a company’s profits that are not distributed to shareholders in the form
of dividends but instead are kept within the company for reinvestment in the business” .
&L&{LL{.LL/("j-mﬂ/uf,»:ﬁu:um;u’ju:wﬂ&'w/&yuKgiﬁ‘{"
e AW G W LS S A
e U S S04TE Saicra
“The Cost of Retained earnings refers to the Cost of associated with a company
financing now projects or investments using its retained earnings rather than raising new
equity or taking on debt.
LJL’MLd/K,“JLJd/K,L/w:‘C%/vz‘_Lg;.L&u”}géwJJ"&’,L»E_‘&;.T&@/M"
e e AT
"t 58 L Anjali Chourasiya"
“Income that is not distributed as dividends and is instead retained to be reinvested in

. . . . 2»
the business is known as retained earnings .

171



Retained /a7 S 2 L 5K p 1 F s Kot TS 7 b S s dul
"L Earnings
el =7 S Unts P72 b Pk 7 ((Concept of Retained Barnings) #9¥ 34T Fv
L LKA Fo b o2 F 2 (Retained Eamings)d P st 6 Bsl e b1 Figie
e bl 2R S (4T E St ZX(Retained Earnings)(aT§ S s/
JJMJkﬁgﬁ%g;r4u’lf{‘ablguf",agu‘oi%{d/(,h//&ﬂf&/ /?ub,'u_‘a’z.,{%,t/&uu,
J'de?y/bafﬂfb.«%%&}J}J&ﬂﬁJUJ/':WfG’{J/c'—C/’u"v}‘LWUQ-gf‘m}fufcf.i
uf,gu'gfz»Kd/b/,,l./&ﬂ&@ﬂ;z,}m-‘éJny@frJ&ﬂ&@;u;ﬂ-wL/{f?Jgupc
FEASF L il gU-iebond U Sk o K b 1 F SIS 3T E e
Eroc byt i AU S0 S 6o §F 1688332 b S 234300 3T
—e bt IS (Brokerage) (St g4 7 S o2 U Toste

azjﬁzﬁlgﬁlJJUd/&ATf&z 12.3

(Importance and Need of Cost of Retained Earnings)

S b 602 ZE e o8 S E ISt I LGS RTE T
w-ﬁ./»@L’/Jé*“’”ui‘/gquﬁ"/Jé"u’u&{f{"uf" Kngsz?KnKJLé"wgugkfgg
635 St e bl £ (Retained Eamings) /& Ghusl bl /67 kigs i oo 460 L
F ISP E L Lar§aprs 2 FTF Sl LTS L T AL
el P B Lo b A e btz Pk L LUK AU
(Accumulated Earnings) {Plowing Back of profitsRetained Capital<Earned Surpluss G475 §a.

g
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s/ U Financial Accounting: A Managerial Perspective,— (5 L_R. Narayanaswamy

Sz L a1 34T 3
Retained Earnings play a crucial rule in a Company’s Stability and Growth Perspective.
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(Need of Cost of returned Earnings) s~ = VS G4TE 8w
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(Objectives of Cost of Retained Earnings) 45 Z JU Jd,b Téf‘f)/ 12.4
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(Methods of Calculation of Cost of Retained Earnings)

e Lo K3 LS T TS

Cost of Equity Capital X X X
Less Tax on Cost of equity XX
XXX
Less Brokerage X X
Cost of Retained Earnings X X X
Kr = Ke (1-0) (I-b) S onKy PG

Kr = Cost of Retained Earnings, =~ Ke = Cost of Equity Capital
t = Tax Rate, b = Brokerage Cost
_ﬁ;&ﬂlgd/uﬂ’{chUJng%/d/&ﬂﬂﬁ/d/u
Dy Dy
Kr=—=+Gor——+G
NP MP
Kr = Cost of retained Earnings, D = Expected Dividends at the end of the year
NP = Net proceeds of share issue, G = Rate of Growth, MP = Market price per share
,d/nug(Adjustment)Jﬁb d/gfléf“i iw@d/d,g/:'d/aw&uljguﬁ&/fﬁ/d/u
D
Kr= (E +G ) x (1-0) (I-b), Kr = K, (I-t) (I-b)
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D = Expected Dividends, G = Growth of Dividend
NP = Net Proceeds of Equity, t = Tax Rate
b = Cost of purchasing new Securities or brokerage Costs

K. = Rate of return available to shareholders
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K, = Cost of Retained Earnings, NP = Net Proceeds, T = Tax Rate
G = Growth Rate, B = Brokerage Cost
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S ES /tgﬁ (35 b Ao bl U bl A1 sy 2330 oS

(Weighted bost Un 6 = § 8 & 7 o e $ it Ug & o £ Gont b Bis
”_u,?&:i/Average Cost of Capital)

—eSuges b dun_ciMA
“The average Cost of the Company’s finance (equity, debentures, Bank loans)
Weighted according to the proportion of each element bears to the total pool of capital,

weighing is usually based on market valuations current yields and Costs after tax”
bbb Ler 4 1 L S(od ks 25 ) It AL
" bl A e U S A BE M eisba s (ULl s I
.“Jl.d/(}"ffﬁ‘aql‘;&yl..{l Weighted Average Cost ofCapitalfu,?Gf'/uﬁ U}‘%'%IVandita Jadeja
"WACC is a financial ratio that measures a company’s financial cost".-§.V/ J’j k;.d/ SELRS
(> £ Bhabatosh Banerjee

“When Specific Costs are combined to arrive at the overall Cost of Capital, it is called

composite weighted Average Cost of Capital.”
(=TI A P F Tt UFI e L L S od SIS e L f
" bl st G
S P Sokois E 30l F e ghp (i 8 2 (TSP 0 80t 015 S 5
arbﬂd/dl./ fﬂ&'{_g_t'n/?).lgd/fﬁé:%:t//u;lK&@Jl_é-_&nﬁ&@d/unja&,ﬂf
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(Weighted Average Cost of Capital)&f-‘at‘lgy/()’”b;i&l];!/;) .,,/f_.:ﬂ,»ﬁ&w J,.{J/)'/:L
iﬁu/&v@vé&ffuﬁfﬁtﬁ;ggVgugﬁlwgf-+t@u6g}fffzu:&u;+
u:?:é(Required Rate of Retum)/d!-ndjfﬂb;l&l};l Kel1 d/dl./,? nggjrg A6 d/@/v

_w;{u’fﬂ&,t/é&%ffw_

(Components of Weighted Average Cost of Capital) |7/ LL/)’L}U)’ LS L/(:/L/ 13.3

:(Market Value of equity) 23S/ S P2 dsbr-1

Yl ] .:./" S J;_’,T_‘L(Market Capital) {4 -l /d/ugd/ d{ W e d/uw/ Vil
ug;/fu-‘am/?uggfwfdwK&lu/guiu(aL“-uzéf,'}’”/;;?/;ufd/u‘”ﬂumﬂﬁd/
e G 3K B A L AU b P W pa S F Lo S8 L
:(Market Value of Debt) =8 SN S P/ -2

CedE105F RSP FLF sernit et F S0 27 6domd i}
e CEL el
(Cost of Equity) /IS5 £1-3

‘fﬂ@/&r“—f"@/&%}f’DJ/JW‘E”/J@“—&A?U(w/')tfj-“f@d/&’g' SFES
S (Capital Asset Pricing Model) G*CAPMK 57 bt 5 s ol il L oy b
}JJ}/J;A;fﬁdt?Lﬂjgé‘}{ut:g}wf{.w“g/&%léLL/U:;&/@ SA7 Al
—e bl
:(Cost of Debt)= V75 -4

S b Q=TI Ay i § 5T fSor s PSSP Foiitn et SEEH
_§_Gﬁtg SE L S )i 1H(Credit Rating) et /S wF¥el18 3-8 PR
(Corporate Tax Rate) { 2§ /¥ ecg b s

6ol e LIS Qo1 or (P P e il LS S SN2
et S s i S e il 3 b s U e b U PR PSS L
BF A e 5150 f S S Er s i LSS
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(Uses of Weighted Average Cost of Capital) 1 b-sids C IS A~ 13.4
Ut L st Qs L U

d/K,L/g:(f{mu’f/t{,h/&@Luu_‘gt/u:gnéuc}{f?Ju,M,L/»,ﬂ&;MaﬁJJ,L/_l

U Pz LFE L gt o 2 K Sl S a6 T L v P2

eGSR S S T RSt LS s e W S

_LL/%),ui'é_éu‘mKw;/&"“?gf,t/uf%n/?gf(/:&{»,n&w(&{u{z

L3S Bttt s ALG AL Ll i L L SUE6, FE ek swacCcus V13

e bl I KA

e b U IWACCE & L Pl NS £ 54

bl s 46 L sl Qs & =V E A~ 13.5

Advantages and Disadvantages of Weighted Average Cost of Capital

St s WACC

e Uil fod L,}&l_muﬁgg,f,"@u&!_%uw’qtg,@/&wKJUJ,L/-l
e b T G b S bl dn
g/#’4;g%&®fu‘6in/’a)gjgug4,ggfgu-ujéfdwu: J%léédzgdhfﬁf.@,/ul-Z
e CFLL
_‘aL"J:LgyJéwmigﬁtgﬁﬁic}&g&ﬁ%ﬁ;uJmu}w&ﬂd}t/d
m_ugzétg;E:chym_,/t»/,tg.ttg@&acew{*uzzgé‘%é'ufui&a/?uﬁﬁz/wA
-ﬁ'—ﬂjgﬁduﬂ’é’.fgi

WACC UGSt S Gt Ui Ut sk £ U s b1 b B & 2 TUE -5
SRt

e )w-ﬁ_%ébv S GIST /“ui;g{ LIS 1L s Pl Fwacc-6
Jtmujgﬁt,»w}uug&nuﬁ’u%u’mc;,aGﬁtﬁ-+cﬁ@gdv%t/c}uﬂéL&Af Sust
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_‘LG’C/JL’;“'/?J}L

S SN~ % £ (Minimum Rate of Return) 0 o7 > F 1t §A ST

—e b 3 AEWACCUEL S S b a1d LU 8

e Qs L S 5 13 16 0 § 2158 fwacc-9
sttt LWACC

ol st o 0817 bk £ Ui 6 602 f 7 Swacctuss 61
e b f 38 G S e Db P b Eazaf L S o ksl itse b o F
Uittt ped i d a3t est S L& il o f L1 S 2/ EWACC2
L u’l‘4L"nd’iL:c;u"/“gu”ﬂ&l)l/,L//Jﬁ"il/,:&-’glgy/dj.}/&él/?&u{!,?.dfn&i::’)
Sl SUBL 61,8 15 o el aP s f i U S o s MWACC
wijﬁ4¢1}1£u/,1&1uﬁ;ﬁvu@h/@"}@";-ujéwi“f;?mﬁ%iwu@&,«;uﬁ&v
c;fu’lg}{/;ltgﬁcn{@/&d/bml&wiuf.'c«,«.J)-ujénxf4é0w;/;%ng/Jfggf’;l@/bl
e F AL L
Kg}q‘r)}).{b)!c‘-L}TkjﬁJfé)&%anéghfJl;l.»f‘/}lub/“/uflK..a;v{“d/;v{’:.&ljﬂd/_“zfﬂd/:/l./-:%
/,;/,.,/liuyuéu"/"mu‘ﬂ&,uu@fmﬁﬁwJ&{duéjwvd/,h/auwCL,&f/ng'u,w
e bt n G L e WACCL Uy § ot £ L

AN el i LTV A 13,6

Factors Affecting Weighted Average Cost of Capital

_4"_(}4(?()/6//.,?/)uf.'gﬂ/)uJw_UJL}’Z}!,C!}.W/L‘-‘&(/,:LAI&IJ;IZ::afﬂd/dl./
(A) Internal factors (Controllable Factors)
(B) External factors (Uncontrollable Factors)
‘(Internal factors or controllable factors) ~ L'f’d; /f J‘ g wf h.A
g{JuiJ"uujﬂ CL_C%L[J})J/?MJ"UU:J{ufg?JlfJ"uLué_nJm}u?@@ J,L/
e VW outdsfu
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(Dividend policy)‘ﬁJ Wby (a
JLnZ_/Cl“,w“fl/ufiw'uy’»/ég/LJ}g:_&z'Jwﬂ&u,w}:@“n};vm;é -l
_‘L&CtgJ,gu'é&ﬂfd/u/ig‘a&%d/,gu'iéwJﬂ&¢,pa‘jz@d/,h/&’}u_+f@
b 58t S T S T s 5 L 3T E S =61 P
WY IS NS TS ot TN P Y O SP I  [{ NP P Y-
:(Capital Structure Policy) u’-‘! g&wf b ()
u;z;_,uu,u?;yfJ/&tﬂ(%eﬁugqn&v@h/[j,wLquwf9guLﬂfw
Juu‘uﬂéag}C/Jj,gﬁmL,L/Q&VJ,V@.!&fﬂt-élggfg/@/,@wK:fuJ,L/JL“
B WACC e S (o Qb sl K P S S A o S Lo
(iﬁ“iLuumf”/,mﬂn/f'jquggjwu:/uﬁd/u"/"ut&vufdt/ﬁc)w.{;
_€ 25K 3Ll U (Fixed financial charges) ,K{ﬁr Il e bl 3L
:(Investment Policy) o""} gd-} 7(c)
gjewfu%;,c;,mww mezré&{ﬂir‘ s 6K F TS T
q/&u&*uiL,gi'd/u?w/ﬁ“m/d‘wysL&wJﬁfw&/&),;aﬁnﬁuUJL/JLM
Soskon S 2 QSIS S aUd S G L oF e (e EAA Sy
-n@/if&’gd/t{,t/&f .é%rn;ﬁ,gfgm@/
:( Uncontrollable Factors) ~t* s &/ f§(-B
Sabr Ltz S U L LE oGS s b e 1S 2 o 2
—c tblf(External Factors) b Gy 2be L~ -ty 51 4l
(Tax Rates) U S U¥ -i
FIEE ey 0 SO LF 1l ye I L ppau 26
A LG AU PSS Pl h e L1 FELLTGF o L b SES U P S
IS A QU stk TV Qe o en 6l e d i
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*(Market Risk premium) 2 42/ A-ii
e L2 2 Lo N8 S B S P 266 A Sinis o G I
e bl
(Degree of Interest Rate)l, (U7 S 2 —iii
Jué/,élKn.?uluﬁ&@JJ})};??‘athuluﬁ@}&rﬁ+@}&md¢ﬂ§f}
Lo oS EpwaccelIS P fob o Snd F ReNIEF S nft 26w /]
_Kn&w@ujuwgf,l./
:1-J‘.'??
ﬂfﬁt&uﬂm.ﬁffﬁ,L/;;!(Capital Structure) =3t /b~ L&{ia (“L[ o
(Weighted Average Cost of Capital)etU bost (1isl § ¢ f e 4 § 2 Lt & 25 (Cost after Tax)

3

(Sources of Fund) (Amount) (Proportion in %) (Cost After Tax %)
Sy 5 adh a2 U
(Equity Shares) J*~ disl- | 36,00,000 30 12
(Preference Shares) 2 (G*5 | 24,00,000 20 10
(Retained Earnings) 4752 | 30,00,000 25 11
(Debentures) 25| 30,00,000 25 5
1,20,00,000
Calculation of Weighted Average Cost of Capital S
Amount (Proportion) cyflJ[}!);l
(Sources of Fund) . oy
p f/ Lot . g/z’g)"lo(
oL Ay . X4
(W< WX
(Equity Shares) ) Jsb- | 36,00,000 30 12 3.60
(Preference Shares)u‘ﬂ(f?}' 24,00,000 20 10 2.00
(Retained Eamings)&A Tf d/;/ 30,00,000 25 11 2.75
(Debentures)s 5 | 30,00,000 25 5 1.25
1,20,00,000 100 9.60%
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IJjJ/

Kt 30 12
(Equity Shares)u‘”"duuﬁ =030 =-=0.12=0.30x0.12 = 3.607

20

(Preference Shares)ua'ﬂf?}' =—=0.20

100

10

—=0.10=0.20x0.10=2.00

100

Y e f 25 11
(Retained Earnings)(ds T Jo/= 2025 —==0.11=025x011=2.75

2
100

., 25 5
4 3=——=0.25 E=O.05 =0.25x0.05=1.25

A‘.’I/Uuﬁd/cx@m?wlﬂ'ufcajﬂu’_%ﬂ)qlf{gh/dﬂﬁluﬁ&bd/dh/uﬁdlrug,;/ﬂ:&j

G ST S e

:2‘}.'.“?
L/;l&l);l/?u}'gujucu U(J?‘L(_Bf(j)J/su/Ul:/}’QWJ&VJ:L/JWUU} uﬁgf.)
_zE . wacceS)
d/m‘zi,t./ ?gu.wfdl;( %uo:?djug ui‘,wéuf’@u"/
(Equity Shares) 4| ~ 3!5l/ 12,00,000 18,00,000 15
(Preference Shares)dl. Y4 uﬁf 7 2,00,000 2,20,000 8
(Retained Earnings)&,o‘l’(:‘( d/;/ 4,00,000 6,00,000 13
85| 800,000 7,60,000 5
26,00,000 33,80,000
S
Calcualtion of WACC At Book Value u’/’alg}f/?:,«g Qo/(a)
(Sources of Fund) (Amount)g | (Cost) 0=V | N1 qut‘?cﬁ)&lb!
Sl &AW v (WX)
(Equity Shares) b~ Jse | 12,00,000 0.15 1,80,000
(Preference Shares)dl. Y (ff 7 2,00,000 0.8 16,000
(Retained Earnings)&,oféf u(;/ 4,00,000 0.13 52,000
8% 800,000 0.5 40,000
> w Y XW
26,00,000 2,88,000
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WACC =

YWX
YW
2,88,000

=11.08%

= X
26,00,000

x 100

100

u’);ld’f/?c#:f’d/l);(b)

Calculation of WACC At Market Value

Ly | W | O | e Idixel
S (XW)
A dble | 1800000 0.15 2,70,0000
A S| 220000 0.8 17,600
LTG5 600,000 0.13 78,000
85 760,000 0.5 38,000
YW 33,80,000 4,03,600
wACC = 22X+ 100
4,03,600 .
= 100 = 11.947
33,80,000

Features of Weighted Average Cost of Capital dl}}/é LL/)’&U)’ LS J:/ L~ 13.7
e b S L Lo TS A L F e 2 S bt st =TS

ﬂlﬁu_ufg‘L@//JWuuﬁju:v"du’:/gu(,L/&{QTJ‘LCAJL?KU}%!AJ?;L,L/L(ﬁ{;g;,

~uttiondeis

20 F 33T S S PP F o Qe EWACCH AU 2 L8 S _F S8 A2

—e bl JES J/lmdl.ﬂ?

J,:L/JUU;I/?/)’ (u‘uthgQJUU,u«,wb»thfﬁufgjsu{tﬂédt/ﬁédh/dﬂ}{.z

e L e Sk

FS sl e 3D UK NS G A sthsot 5 7 o ST E & Waces

e U5 F BEE S0 f K Bl sl bt H1 s

i G B LS S bbbl £ 7 Siy i ik s, fEe ks IWACC4
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Z bl Q83 Ut s Fmt b Qo G 0 n £ A 2 WACCSS
Bl L e Tl it s

S Fon b 23§ PTL G b £ LS Sore (nie 2oL AWACC-6
i1 2 WACCUS

e bl Jt L L ke G b Gud #SWACCST

sk e WACCEHL SE 5 Npd U1t L o b S6K A S WACCULS 18
P TRV APy T SV 1 AP
_LafJ:Lgy/JW!u’fuﬁL/J@KJ_lﬁLWmg@J,L/L@:{/WACCﬂ

Calculation of Weighted Average Cost of Capital w-a;*’i d/ J,/;l&lj;l LS d/ < 13.8
QoL 3 AL bt i e ST A bt b ol LG a? STV 7 L
S Ll ot S eI -2l S (Overall Cost of Capital) £1-c
U
:(Calculation of the Cost of each Source of Capital)b;gj d/ :ﬁl J 250 4 /;L,:L -1
ULISFL A S e bl 6 s ISP o F ol B2 L 1811
UASE Sush PP e S8 et S S P o Susis 2 L e oy,
2 LA WJL“/ B sl T L k55T P _‘L&n‘("'lq Y
:(Ascertainment of weights to specific Costs)uﬁ;} KUU;I#, ufu J by 104 :‘; 2
Cdl-e LG o LS JGK 5L L Ko LSl LF kb
—e b F LUR AU

(Marginal Weights Method).3 # KUU;!(} =1 a

(Historical Weights Methods). 26(Jls! u;"/t‘ b

(Learning Outcomes) CCL}UJ/! 13.9

/,uc‘_mds’&”/ﬂt/&?}:u“”&uv,vK«J{J(/,Mrla-c‘-énﬁwwfgh/dﬁ{ﬁ
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ot Qe il IV 205 2 L e L P e i3 25 F ik U P
FLF 87 BT S S et i§ sl p s SIS as Lt 3 p L
-t 2 (Weighted Average of Cost of Capital) s 3st e U b 1 c bl oa hrsl ol -
2 Ly Jd e F QDU AL " S gt P 1 IMA - 2]
d f S B szl U S F (Ul s Ut i L e
Sk J&éfjva’véa@d/,t/ Sl u:,@}L»n&’ani:/@,t/m"_‘gt“lgg/,;g
e Grd TR S b AL LS b S S TREF (8

(Keywords) L’L&J'dz‘ggl&lo
,L//_/b“éu;’.ﬁ.cj/fﬁ‘,l./‘ffirdt/&;u ui’dt./éfi' :(Capital Structure) .:»’L/J,L/-l
s
-ujé:i/(Book Value)&x:f’@o/f:«goﬁ@uuﬁ;:?u;é‘d/c,yz!;/;l Ut (Book Value)cng}D/.Z
BN 3 p 2 BT L AN (Market Value)=F G143
intd =3l ot LS E o P8 958 Je Ap LG (Weights) sl
-u:t':é (Weights)

(Model Examination Questions) « U+ dg’w}"; 13.11

-é/?/unéd@

R LK S P e Y
N IR JBEPT Sl T T Golr25% -t 21,00,000 4~ FE S i
< 28 WACC-iii

¢

-%J@J,L(}AJ,? ------------ iv
_uj':é /F/o)/ﬁdfu;zbu‘}?fg/d/gé&#iv
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_ébé)iJL/}‘&‘j}'Ld@JdL/‘l
e AU 2

?‘L;!/y/éggdﬂjgufy_?)

el Liiyia
Ce e best§ oS

ey ol ez b

e Jess Lo LV -1
_éug,atuﬁmgﬁépn&wL;fud/,h/_z
ol S (s LV 3

_ZE A (WACO L0 Vel 5 504

éw‘ Ly Amount | a8 KL /J( Cost
(Equity Share) L~ s+ | 4,00,000 40 12
(Preference Share)u‘j ‘ff 7| 2,00,000 20 15
(Debetures); 23 | 2,00,000 20 8
(Retained Earnings)34T(U% | 2,00,000 20 6

_E_AWACCe sl eud Ll S56

éb}'é,,}l. d’_.uf y /U
A Al | 300,000 20
A G | 300000 15
G TS | 500,000 20
s 9,00,000 12
2,20,00,000
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Concept, Meaning and Definition of Capital Structure - /‘j 9§ éb"a}lf‘d/ b7 142

Capitalization, Capital Structure Financial Structure =2l Jyw =3 d/ Al 143

Need and Importance of Capital Structure il s 2 J&VJ,L/ 14.4
Planning of Capital Structure 4z J&VJ,L/ 14.5
Learning Outcomes éﬁdm 14.6
Keywords 5018 ):K 14.7
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(Introduction) /1-;7? 14.0
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S S el 3 L(Capital Structure) =3t b~ U310 A U1 bl Ui U2
L

(Objectives) »#B 14,1

S LS T ol e Z 36
S e L
_uf/yu,(fmiyv&,t/ .
_uiﬁ/uyfdifjm/“u?&vd/,l./ .
S eotbes§es S

3 PP L 1420

( Meaning, Concept and Definition of Capital Structure)

Lobpoa Pl Kol Ay Shsbe 3SU5 e W1 Lo 250 PS8
U2 el e b US e A L eces? s f IS Ao K bl il s
u(,:l./ S Ly u@.@.uﬂlﬂ&i ak»':fgg{:ﬁ&ab«ﬂcw,&/?‘a&nau/ ufdl./ o I
bR e Sl £ L NES I A pinle ) LS Sl e (e
eSS I e U B b § il s o L1t J b S i P
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DUTUSTIINT: T Pt FISHY-T| SO BV ATl S ED A S| FRSY- N W I Py
oW B aF S e ll A1 L Do £ g 1 £ ($71 J,L/-c‘_t“mb,u'KJ./(A/'/,L/JK/;
QU o e e 3 bW U AL S U L T e S <
bl J LS L L Sl S roa b SU3 e o Lo pr f e (657
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S § At S e U F 5 PP Fr PP G L LS Pl o G P 5
‘,‘LL“M
_wji_w'w/,t//ﬁfu:.,/L'Zuuruynéuﬁ/"@).ﬁ;u’jﬁﬂi?
_‘ag}wc/@u%ujt’l4’:(}’{/51uég,‘fu’r‘gu.l(uLJZ‘?:U"JZ:L/J‘E,L//KA:@’{%?
Capital Structure refers to the specific mix of Debt and Equity used to finance and
company assets and operation.
e e 5 S LSS
According to Gerestenberg “ Capital structure as the makeup of firm’s Capitalization”.
et S ls§ F s Lt Bsdad p LS S K L 25500
Capital structure refers to the relationship between the various long term form of
financing such as Debentures, Preference Shares and Equity Shares.
Debt d-ujiCapital Structure:(.,/lﬁuyuﬁu"'iulDebti LJWL,:L/L[S{
—e b 6 e SEquity
Capital Structure refers to amount of Debt and or Equity employed by the firm to fund

operation.
-c‘-t'/(/;w:’/yéuynéOwned fund,l./Jljj;lj}fbiég}{Capital Structure ™
e bW =SS s F K u P L
=30 S (Debt Equity Mix)L 4 Iy L

=3 AUl Sh s 1423
(Capitalization, Capital Structure Financial Structure)
PRI~ (,v/“ R ujaqu/:}l J’?l;jm(Capital Structure) =30~ J,L/:cﬁ'/’ .
I
S ,,f‘;’ &UL ﬁ(}/’fd-‘a L"/’//:U? /g/ fJ(Securities):«K}(V" o)/'/d/l? Z 63/,: :Capitalisation
< oS e (Quantitative)§.¢* £ (Financial Planning)
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(Capital Structure)=3L-(J A~

-t/ 16/ (Kinds of Securities) Ui £ b o /§e & L8 S b s Ar e
CbL(Capital Structure) of 7k $L&F1 P b (S F(Qualitative) ke L s L &
b i SIEES T A AL BN St wZ S Ut 511 (Broad)
Sy e o Uiy s IS S A 258 T E 3 PP 5P ol
et s gl S
:(Financial Strucmre):ibt&yl.

(Financial =34 (b o5 £ 2, o7 e §(Liabilities) Ugs 3L 22 o § &
_ugji Structure)

S .:,ovJ” (34 éw&yu(&u//gwér) u/ ks £ Memmers and Grune wald
&),Jnﬁmu’/fﬁ‘u“”éwLu"/“&,qjj-bam,ﬁ&ytﬂK&{,_wdbﬁu’@m&yuu&,djk
e bl 5 e e n LU
:(Objectives of Capital Structure) 4+ Lesly, A

J:?JML:»L()Jtcb-éﬁpﬂféus@dﬁugru:uyimﬁé'g/d"tpf,t/d{
el LS i Ex
LG /4(optimum)i’ A Les o, 1
-L‘ch}’i%uijul&uf/u"t)J,L/,,)bié[ﬂr.z
kPl S MK B S P NS Cs e L L # 3
5 U 0 L eSS
_L'/,Swu:&»d/(}/,uﬁgfuuuw"_s
6/ U (Cost of Capital) # - 31 LS Ut A2 -6

(Need and Importance of Capital Structure) <u4lusl e /s 2 J &VL}/ b 144

S SIS S Ut PP AL B o}&)(}{ﬁ_‘aéﬂgjlp{aﬁlL'}Kiﬁg}"{&bfd/dt/
AU BT e QS E T L LE S S Ay M nE L i e
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_uj:i uﬂ{ (Fixed Ke Theory)

According to Net Income Approach “Firm can minimize the weighted Average Cost of

capital and increases the value of the firm as well as market price of the equity shares by using
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&J,J,/,uJ,L/J"(aJL»“ﬂ J@uu’r/(Debt)u"/"uﬁc«o’v&,t/zﬁ(}"&w L Fu

_‘a[}‘c/’/.?l}aiJ.‘.’;-,u.’:'d/ljyJﬂd}bLnZ_quuf(Weighted Average Cost ofCapital)c‘/fU
F 2L bS S S F b e (Db Euli eSS

L"nJL’aIuﬁ/ﬁd/ijgu(u;/bu"ﬂafbaatgéUu{u’:J/WL(Cost ofCapital)L}”'J'J/W/Lc/?,l./

eyl i F e

(Cost of Capital is less than cost ofequity)uyzfccfﬂ d/u"i cx@d/dl./-l

(There is no TaX)‘LUj Jg é/ 2

_+&nuf8;,‘;fg&/utJj;ug/zéuw,h/;mgédtﬁﬂLu"/"-?)

(The Risk Perception of investor is not changed by the use of Debt)

ce Wt SIS

| — e &, (COST OF DOUITY

—— — K ACORT OF DT

=——CUST OF CAMTIALY

o DLORES OF LIVEAAY —————

(Net Income Approsch : Effect of Leverage oa Costof Capieal)

" /QJP':’/ Cost of Capital/.:/f oy»/Degree of Leverage, 25 ox X )] osne
u.?Ln(Constant)J&A :?-‘adjii” L P oxz u::b}l"' Z(Cost of equity):Kem(Cost of Debt)Kd
il PP e Sl e i JJ},<‘-L}Cuu@54tg u(éic‘-io KOverall Cost of Capital (Ko)

_g.tn)w!uﬁ/ﬁd/ﬂJVLJuﬁ(Cost ofCapital)fc“.t‘n/;w,g/}Ldl/ic‘-(}ngbur@'/j&

212



K(Debt)gf;gu’/:'bu“ﬂuﬁdl./éf/' G"J'(Capital Structure)o?'b«g{:/t/&flbf Ld/jgﬂ
e 2B S Sl (Db F Ut b £ 7 e bl i n £ BS
él;Juf(Cost ofCapital)LZ_nuL)Ji,&'f d/u”/““i U'I_ujl.ﬂd’lla/i);ﬁﬁaé_ﬁ;br/?gf}
_‘a(}n

(Net Operating Income Approach)& Lu)" Lo},c l’d/@:/ﬁf’ G 15.3.1

,L/L(}JW&,%JI-LZﬁJﬁLDaVid Durand/gﬁ%&vjﬁﬂld/u,/v&bﬁd/,l./
at b w8t iS e a i SDebd P f Ut sl §
Change in the capital structure of a company does not effect, The market value of the
firm and the overall cost of capital remains constant irrespective of the method of financing. It

implies that overall cost of capital remain the same whether the debt-equity mix is 50:50,
20:800r0:100

A Ln s End e S e S SF S L B

50350q@'gf;/5uf"7(3"{equityu! (Debt)u:&b’d/:«l./,?“L(}‘{//'}/,JK’A(COS’[ ofCapital)

E DD I s PP L LT J0F ) ad b LG Foor gt 011004 520:80Ls7

e G} a P (Costof Capital$ b § o e G 30 p e S i Ut
uf.’b‘.«/l'}'ue/gf(:’/u‘ﬂ)gf/“gL/J.?}/:'C'*I(ValuebﬁJ(}(Financing MiX)J{b@Qé d/(/

é{)’JE/,L)gLL(Net Income Approach):ﬁd-&ﬂuj}j@‘/ﬁ&r’/’u:&/ff&q/wla:«t/

_c‘,.l{@ll%uﬁd)fcaw;/”ﬁiﬁgﬁ,ﬁ'dl-c‘_(Opposite)

(There are no corporate Tax)uf Jg _‘v.,/{/lﬂj:( -1

et frsn P 2o an LS 8 A LG P Lzs S 2

-Overall Cost of Capital remains constant-ﬁ;&nuk{&ﬁ) d/ b/ S d/ ( }_3

WOGATE OF LEVER AT - -

(The NOT Approach : Effectof Leverageon Costof Capitel)

213



(Cost ofCapital)/,:JnyA!&Vd/dl./ﬁ%i/d/(Degree ofLeverage)/,:Jioxuﬁ Jljﬂgg/ﬂ
a5 L8 ox s Je b L (Overall Cost of Capital)<Ko.s/(Cost of Debt)rKdJ!/ _‘L&'q 1y
-‘Ll}(/uwf&jlgu(/?)lﬁ‘abg(Cmt of equity)<Ke

o L e b Lo Ut fﬁzi Usihs P e 3t i S(Deb) P Ut st § b
1 7 (Cost of Deb)s sk £ 3o S S P F Ao S /W?‘um Sl 2(Cost of equity)
— L&‘awLéf“,g/;‘uw’KL/J’&,L//(Debt)u"/"-Jnuf&A;J/uﬁ Al f)
LA JJ}}WG{J'(Finance Mix)u{gfjt,é:}cc,}j Ji-< (s 3ol J2(Cost of equity)
_gén(lrrelevant)&w Yo s a3 d/ g /
<L /g Wt 5 oy Yed d ,CgL(Net Operating Income Approach) :(Assumptions) =L Ve
-Debt and equity are source of financing _uj(ju}("'lu ﬁL/J’Ab:L/(Debt)J’}mﬂ_l

-Dividend payout Ratio is v “LL}}’Z' 1 'C;‘ Jﬁmu/j:;gf_z
~There is no Taxes ‘Lu.:{gfg(j}(-?)
-No Retained Earning ‘Lu.?" &,«T&m{uA

Srnbia NI foc ISP s
Cost of equity is larger the Cost of Debt at any level of financing (Ke > Kd)
-L’b{/ufyc&lfd;t/,mfﬂ}y(Weighted Average Cost of Capital)-6
Constant Weighted Average Cost of Capital and it is irrelevant to capital Structure.
e BB 8 2 s EWACCHIEBIT)F B 417

The Valuation of firm is determined by operating income and WACC.

(Factors Affecting on Capital Structure) J’fﬂl’]‘/?&b’d/d L~ 154

(Retained Earning) 7 <6 (DebO F fs &5 F” - 0S b o e Ui il 7

Lo P b Pl B i s S P e sl S 2t Esdl i

/,l&J.TJJ:}Vuu»Ld:;L,L/_anu:/ﬁJ(/'cu?ct_L“tgg/gi;/u/uwu;u:u,%m(t?
_ct'_t'lgy/f:}yu:UW)JJ.)'J/Jif)LUl}‘l/?&VJdL/del)'_é"_ﬂgbfj}jx}(gjiféf/:{)

214



:(Internal factors Effect on Capital Structure) Wil &;J,C Id_lsd_sil & ’714: ;w’l/u( oy
:(External factors Effect on Capital Stmcture)d' T4 &5 i Isd_viilk ’}"l/.:&l,«u( b2
:(Internal factors Effect on Capital Structure) 15 A Ll;Ln)lII7I4.~>5L«J b7

ot E S bbe Bi Ao bt o B it £ | PLLL TN
_‘agfguzuﬁgb/wf&’mﬂ,cg)l,cu‘u?&vd/

(Profitability) S4+C -2 (Growth Plan) .+*"§¥_1
(Dividend Policy)(f‘f‘ 5/":?55-4 (Structure of Assets):)’l/d/ uj (1.3
(Debt equity Ratio) .,/(i'gu" /“ )u”ﬂ -6 (Form of Business)y d/ J@)/K_S

Sk 3Ll J_+&7/f€4Lw;;f Sz Lry" & L’g{ﬂ : (Growth Plan) .+**§»_1
L/(’G/u;;’(id/m&'%uuﬁufuauiﬁt%[}t?J@“?uﬁwéé’gwﬂm%z_?ué:,5'{
e S b S L A S e ST e G asp el S B TS 2 S
~+3@J«f§fd/é-/flw
,Ab'uf“wui'i/;J}/Cs‘//:-‘aémuu}uv&w@t/J(}K‘LJud;g&(u{u/c}
P e bl S 15 e At S ST L LS S e
e QeSS S s el S St Ui g s £ (DD s
/,(Debt)é%u" ; -c,d’b («u{; Uisd_stil k1 51y, =34 s 1t (/'éb»c ~ ((Profitability) u’,e»zf’. 2
Eif VB e P e b SUIt 2 il g e LS PP F e diee s o o\l
t‘ﬁjwﬂuﬁéth}L(} Lw?dﬁnqw/uﬁ;,lgl/'lﬁ;r/vé_nﬂlﬁf d/‘f/“ JUé/,Lu’l-‘L&n
,L/c,d/u;‘u;)riLL/J’u,L/du/_‘L&/Jut 131 S A5 (}%Lﬁuluﬁév-ta
e dnlnd sl L pe et FL
LTS o St e PSP b L L e g s S USRI
S ES w33} S U150 60 stoss el UG T 1ot sy € 3ol ol i 618
-uﬁc w7 /nggwd/ugﬂwbjiw
S S s? Ursghour Zaisdf it =7 §8e S Ui A (Dividend Policy)s® Lh3ys-4
FILL K33 7 Sund S o TS S 2 T e (S st

215



RS

enfUl SN e gl Lo F S Z e bt S o 25 L (Debt)
e I3 eSS 31 ibgie w2 Bk e oS Pl
Lui§iied s o duii2 s § i es0§Ask (Form of Business)esl( a5
23U LUl B E S A LT U St
S B2t S Sl T e PP L LS o e Ui S St 0K
LIV NS Py S cbn B St 1 S T P B
e dnten S LF e Pur
— s Z(Deb) F/ 1l u’ﬂ S b Z d{ :(Debt equity Ratio) .,/l'ff(u.’ /“ufi -6
Ny § A $ e 2 e (Financial TooD JTQU AL poat /o et iie sl e
u"/"m‘fﬂ_{l_tgw@u}/fw‘fd‘}mLf”/?(optimum)i’_,);iiw;'y‘_‘a&/ﬂu;/
I e Sl ns /gu‘u}’ 4/ﬁd/ Vad ftd’{ dwf u)u?(,wut (Debt equity Ratio)
_‘L&m%u@:u%édﬁdtfut
:(External Factors Effect on Capital Structure) J T4 L}! /;Jul}"l/,&w,( e
ufl-unij‘_}"ycdmé;;.éwﬂ.unij,;&ur_aub»&;mLuf"z‘j’lféu
-4‘,lﬂf@guﬁJ}/Jif&;/;.ﬂ,cg;m/‘%&vJ,L/-u:z{{w/&%
(Competition) =3l+_3  (Tax Policy)u’:J .L.Jr’; -2 (Market Condition)=/bb S0t -1
S 3 0 es § b S 2 Helds a2 b st (Market Condition)e oS -1
f/;r UARS e b b6 25 571 JJ}:;rc/“4 Uz < it 4 £1(Capital Market)
'&2me/“_.éué/,LJl_%mﬂu),L/o;p/?;rfc;u?g}/ﬁuu"} uf/l,&'f/lj&f/?é_n
‘éw’ziu‘”‘l/'J,L/:J’uug_c‘_&/gfuu’}uﬁ/uﬂ[W%qugﬁ.lngugliuimc;
—U N g3l /;?u,?dﬁl'bﬂia ol f
.wﬂuﬁsuuu:/ﬁJ(}c;ug_ﬁ_&/}tf/&uJ,t/LJ{&@&? «(Tax PoliCy)d""Jgd/-Z
F 6 F7 S § i 6 S P e 3l F et Z(Deb) P F ol P U
Lasb b sl S b 3l b L7 i nf U S(DebD ST A St
e bl P et s

216



Ll KBl J’(/d[“a il Hoe U[Jlﬁ‘ Kg}'-"r/; o S el (Competition) =2l+_3
321 8(Deb) P St esre Ssmosel sl b S b DL GAS Y Sl S S
VS Y S S LAY RINNS- O Sy S RPRT Y (VI o Yy s
(Terms used in Capital Structure) :«lalﬂv‘lr? (Jer &Vd/ oy
:(Cost of Capital)= U o4~

(Costof /T 2S5 es Fiumurz bt S L L k02,070 fs Fi8 e
B S S Sk et S FeBl F U fui-urE S (Cutoff Rate), Capital)
e st P7 e Gt F s P18 B e Fl 6 o U7 2SI = (Cos) T
LT S et Ut 7 kgt e SEu S Qe 0 L A
J‘uﬁ“jfuymfﬂutwﬂ J,“Jug;é(}{.‘af}tg J&u,ﬁ“/(fumf”gﬁ/vé_n?gméﬂuu’r
Wil g0, u::’)/;/d/u.’}/}lLg&njf’ﬁrb/‘o)//i;!éuiuﬁajﬂJ(Debt)u;}kJ/j'L&nuj
-
(Cost of Debt):fU/?Lj’ /ﬁ

PSP E P lad b e b5 F e (ST FL LS P oy nF
)}*‘l}|4J¢L<U}Jbﬂ‘J/;"j-w:i(COSt ofDebt)/)rL!;ngZbi/.:J/“-a‘,t'lggﬂ;l(lnterest))//’
s» < (EBIT) (}**(Operating Proﬁt)ébf bfé’/,: Toc bysr 46 J‘”( 4 PPl S w? oK e
LB Il $h 0 S0 e tn ol o £ F e b
e b G AFE L PeQuT ol Lor (i G353 S g 0, P 3o
e 36/ Costof Deb) 2 Qb § A0 2 3 FISC L 2E 7 4 P P 51 b S Lok 65
(Cost of /&,«.T C;‘ 0% u(”i 8:7” = d/gdl.//? u‘j $sls  ACost of Equity) @ﬁ)d/gf‘?u’}l/
L Equity)

“The rate of return expected on an investment funded through equity”.

Ve bl 23t U P Sk ol L3St i3 s PP F e f S B P
_‘L&na/:'JL/J'lngf/um)ﬂd;V(Cost of Capital)

G{ (Equity Shareholders)./s P ot Té(Equity)/ ; ML L u.‘."jl.ﬁ(j[
Rt ﬁ"/J”uLL/&,)LLﬂ(air}/?g'g;gﬁwvf_w“gnwﬂi

217



ﬁ“LJb Jmﬁ"//uuu u"jd;l/f_ﬁ“/@gpz Lu’!-ujz./'/b’/o/,-,;J(Creditors)/bdﬁ' fu’/f’f‘u)‘
F/d:f“Lu;"/b,.u'»ﬁ_&lgd/uﬁ;mRJ/U;JIJMUJL//?L}{JU'J&]Q?/MLé.ﬁ)l/u;j/b,u'ﬂ;
_uj"&?){:/tfwﬂufﬂnl‘a&gﬂ)‘/&f

Equity = Asset — Liabilities

(Overall cost of Capital)cﬁifﬂl. Y1’
U)’.’.IAJC;D/;;J(Retained Eaming)&,«.Ténd@:ﬂﬁ]:u"”@&:uhu’jf(j{

ik (3’3'_‘,}3 Z:”I(Overall Cost of Capital)}’/:afﬂ u(,:l,/ (L? Juiiw‘ dl.rlff' - (}/Jila:«l./ =
Q’]u‘gl/.:(Debt)ub/“ul(Equity)ﬂ,-LLJrzZ//:' J&,gquds1é?4a}§g!,t/ S UL
-‘LL"M/ up/ Cutoff Ratel Hurdle Rate(&él/?,_‘a(}n;r{ K&AT(‘Z}“
(Weighted Average Cost of Capital).:«ﬁ)b;l(}l):l d/ b/

Soa bt s 604T0 2 S o s P ) PP e 3t QuT S s Prpap Sames”
Vel d/(Overall Cost of Capital)b/(}'{_‘at‘lggug(:f@ J,L/L/@iﬁ _u,»)/,:l.//; e .’é{}
uu’,ié Gl =S U(gl'/ Y S - U’A"f - L“l‘ay/.,«}j(Weighted Average Cost of Capital)
TG P QoS Uit $p f ol S e (Weights)

(Learning Outcomes) éf«dt:f! 15.5
gz e LB LSS bS A s gt LG (Debd P s
S - w11 3ot s Sl St B § P78 S K A a2 L
JsiNet Income Approach-td S A#1 Y w b §& s> imi S S o hpinzE, B ud

Net Income Approach-(f =\ }" g i/,:/ﬁ d/ S PR J ~b~Net Operating Income Approach

Net Operating Income U/ Ve b 3Ll uﬁ/ﬁd/(/ e S S Uy d/tf; S Z
Net Income Approach,}jd_&nuj&i(j/u:/ﬁd/() L&iuf&bfd/,t/ﬁflb‘d:Approach
Fel ) o L s LD S a1 P e oS s S ropn L f i o L
el =7 s s st Beat N 30 31 eSS Lot ot s S s BT e e

SIS medl u’ij gdﬂf IS A (ﬂ,cgd:} g}vfgﬁ:évc AU e

218



(Keywords) L’W'd){g 15.6
7 y&wdﬁ/myutu?é“uiuu’étﬁzi&[ :(EBIT)géb»,@’/j

et (EBITL G b B2 T
2 (Debt Equity Mix)f Al s Z (DebDF F sl PF A s LG Debt Equity Mix
(EBIT)

Earning before Interest and Taxes

(Model Examination Questions) < Ul 3 L} ey’ 15.7

_é/.:fungidlé

S Net Operating Income Approach-1

e
Y SO ALEBLE IS e Nud #I72

< ILZEWACC-3

< iLZ¥EBIT-4

¢

Y AL el F g ges§ s
:«U!rdbéaglﬁ/‘?

ol p e 3o
_é ug/ o3 4 L Net Income Approach-2
ol e 5k
_EE YL ¢x* L Cost of Debt-4
_Zyf 2 L Cost of Equity-5
-é)‘l}luyué(Debt)u}}Alu&i-6
SIS (P r

,é c»L'uu( (Net Income Approach)é_né'_/ ut,./ "r:” Lo}lxd/ -7

_é u.L;./(Net Operating Income Approach)/,:;}l/(}/ <=8
RN AT IR W S

RIS TRV RS T

219



-3 216 36
(Capital Structure Theory-2)

121 L S

Introduction /31’? 16.0
Objectives B 16.1
Meaning and Definition - /7 ] (:z'” 71622
Modigiliani and Miller Approach S EShadnli s S 163
Learning Outcomes éﬁdm 14.4
Keywords 50645 16.5
Model Examination Questions aU!/L}G"! < 16.6

(Introduction) /:;z'? 16.0

2F L Sl bt Bl i Ak b U L e o1 L e I e LA
UL S I MGud b iy 57 F 5P et S A u E T

S AEE S Bt bl S0 Poe L SUB
L“tggg‘}wt[uyﬂéjﬁu((}mJLML,L/_‘LMJWu:/ﬁJuuc,.?,JJ?‘L@/ﬁﬁutum
LAt S e S A S 6 P e n £B S 23S P e
_wa"_/ﬁédﬁtg%;gd/g.gu/mujé;/fd/@}wuyuLJJ(/’;;UW!L,L/QL;L#

P IEL EI (IPAE S SIS AL (IS Y. -2 S PN Ot SRRyt
E S F L L

(Objectives) 49+ 16.1

:fziujftgm}sm.:;‘mé,awéiémw

220



S e § B LIS G eSS
S e frw LS
-uﬁﬁ/yu;d//ﬁtf(}mc,g/'fé)m&%t .
S L b
Aol EFEmdui

(Meaning and Definition) bé,J/Y/:l r}f#)L}# 16.2

Zisda J:gjvjvém_wéus&djkLé_/d’lpdt//(»iiu}”"u/fsmﬂ
AP IS e LTSS pp it S St pOL ST S S
L//k"’uﬁJ/W/;r_‘at’{agbi;r/,:b/“//":‘/?(Debt)u"/“.L.u’Z’;”-UJL/;Jlb‘K;,l}"lLl;Ln/la
P LﬁmJu?_uga/muffjjd“wzz:u?‘amgt/w/&fmfc,u?iw_ug
U %1/ H(Preference Shareholders) §Us/s P2 G dt e B Po— e bsr J b (Net Profi) G
-‘at’lgw;lfﬁgfzﬁwu;/l)u‘j] Sslrs? ( /Jpn‘gwggﬂmj:sgs/?

d;g%L,L/L(}(Debt)J}‘Lfﬁuﬁ&Vd/,l./_‘LmJu!uﬁd«ﬂﬁ";ﬁmJ,’tﬁgé’
e enfo gt S Ak Z S5 T E T = Ao Lo o O
(A G537 L LSS0y ol e bbbl e oo s o
_‘am,suuutjﬁuﬂf”m(};J?‘ngt[@:%*/lﬁw;ruyné

LSkl B LS e S

(Traditional Approach) leu}’{ G-l
(Modigiliani and Miller Approach)(L-. A § 43 uh-2

(NetIncomeApproach) » f" -z f" g I L I(Traditional Approach){} 4 Elasyg c»'l/d/ wiye
(Intermediate + - }/’ S l-< 2 (( Kl uy/)d:(Net—Operating Income Approach).s/
_gu:?'é_(Ezra Soloman and Fred Weston)[ - }f’ J !_u.?%i/ u’{ Approach)

221



Jnugj/ﬁu((/'/?qlﬂﬂqlﬂfﬂg uy/:L(Debt)u};Alu"jf‘Lt’n/;WL ébuﬁu’!

J‘/"Jufﬂg’ﬁ&vd/,t/,iu‘l+C§%Kufut/ﬁJ()L'/JL»“W!/(Debt)u"/“uﬁnﬁ/?Q}’f%
(Optimum)_'/’l u“(l J(Debt)u.’/"ﬂl J/7_+Q; :/ﬁl;’/dl.’«"“! Ldl./ Un & s 00 Z(Debt)
3;7('3!5 d/uﬁ (Weighted Average Cost of Capital—WACC)Al < &n ug;/ﬁ U((//..uli ‘L&néf

-
¢

e L SIS enl S S b gt 4 £ PT (Deb) P
t’njtéluﬁfﬁ(}yt/?i/.{l uw;z_/,,;l.b!uﬁ(Debt)uz}_‘L&nél;({uﬁ(Overall Cost of Capital)
—ebn C;/" W8 3l e (Overall Cost of Capital) & )0 sl e by ol ~(Cost of Debt) sl <

-+Vn63;u@/gjuluﬁffﬁgyl.adlﬁf’!ﬁj;”k)aau/
LSS et IS e i LD sl PP S F S e S
—e bl
St Seolo f
“Optimum Capital Structure occurs where the marginal Cost of Debt is equal to
marginal cost of Equity”.
210 1P Ui e (s T 1 SDebD S st P s ol (5
-4‘-(3!:(5)1/1:/@&@&0(
According to Traditional Approach value of the firm increase initially up to certain
level of Debt capital. Beyond and particular point it tends to remain constant and beginning to
decrease.
uﬁ/ﬁd}/’ ui‘umgc;é_/dwﬂuji/u’ﬂ?u{lJJ}&WL&L’/}@,JJ&VJ,L/
u(”/.&.;l.}!,g/uﬁ/lﬁ/JJ}-U@’Z%&E’(}/&//«;J”)LJU!ufuz}/vféii/J!_ct;t’%JUl
P SRS PN SR (R B SN T YR Y Y I
_gﬂwuﬁdiJJn}de}j&!;/(Cost of Equity) d/;v'l/d/:«l,/
‘.LL(}!?ZZ‘)J;JJu:)}”z//:'f_QL./f'u:LeVerageMLJ!-‘L@/%)/C/&j&Avg/? ub}_l
(;:?(.}.Qhuﬁ,v{“gt‘njL’al/i;.,,%‘}'.t.-‘ggn(Constant) J}VZ//:.ZZ;"/,’,(Equity Share)gf’id;l/‘.Z
_‘LL"}’Z.;U’ sl L(Optimum Point)-‘aénu{ «(Financial Risk)

222



(Optimal Capital £33 77967613 1€ s 3ol U2 Al wacc LS, (/'4/,2&,5 3

- t* »Structure)

$ - K COST OF EOUITY

K, (OVERALL
" LUST OF CAMTALY

=| —
-

e = K4 {COST OF DERT

= 1
i NANGE OF DIFTIMAL
?-%OQ“—' CAMTAL STRUCTURE
o

L) X
% RONEE Of LEVERAGE ——®

(Vraditional Apprasnch : Effectol Leverageon Cust of Capital)

i/ -‘Ly@ﬁf Cost of Capital;s# oxus/Degree of leverage /¥ oxU- i/ Wosir
~Uth# LCostof Equity Ke zs/Overall Cost of Capital <Ko «Cost of Capital Kd
~Overall Cost of Capital e Lol 216 JJ}I‘LVM/;‘WLL}ELCOS'[ of Debt (Kd)
Overall Cost of Capitale— 3ol & » U 13 d/u’/n_‘a bn!,g,dﬂi'i“l uﬁJl/i‘ganél)ij.{!
ang}p/?i/u)'Overall Cost ofCapital-LLJnU(Saucer)df"fb(f’“ Jbu’lid’l‘abn.?wuéuﬁ
Ui P e 3t 16 §(DebD S i 8 - §sOptimum) i S L e
e U 2L
:(Advantages of Traditional Approach of Capital Structure)ﬂ’l:;égbu)" G lss
et el F e B AdE B Gnkest S
e AT 1
e ol B UG- b S5 S role  L(debD S F ol T eSS b o f 22
_‘ag//u. uﬁé_/gﬁ,vlfﬁd/(Optimum level)é/v)ld/u.’}mﬂﬁfjdﬁ
et SUBESWACC AL FL L (Optimum LeveDE 1 §esb (ol o b -4
-‘gu;J/dKiL(Smaller Proj ect)%l/,:L)?;f H s
(Demerits of Traditional Approach)J*b d/ élxuﬁ & 1ss
e VA Ut A SO F G L es §
B 205 OV 1 IV OO ML (W RGP R SN (ST I St Sy
et S B e iJMG’»L(}qﬁJ nt e fs? WLt Bnde F L2

223



_Lauﬁ;,ajﬁd)@&}’/{@ﬁéﬁﬁujV}(d}'jJi_3
-L"nuﬁ"’:/.t"%u u:d}'/a/’/:d/"/.,:}jd_4

(Modigiliani and Miller Approach)‘j Lu} d/ )m&%u’ _w’l/u( “b/ 163

¢1958 __(Merton Howard Miller)e 26+ /;l.d’: 1si(Franco Modigliani)e (2 /;Lé(}b [
Soar S B d P oen LBEH sl A pinl S By s ot
o Lgﬁu; g-fgu?' U~ = U9 (Absence of Tax)ufu?//:; d/ng(Presence of Tax)
Graduates School ofJG‘L?ﬁKULé‘/’G/? u"j!/ @/fuf Carnegie Mellon University /1535/...0)7”
-uj':i f/ MM Theory;’/ - / J -métﬁ ~Industrial Administration American Economic Review
: (M.M. Capital Structure Theory) év/ﬁ Ji il ﬁl/’cw’l.«d/ -1
:In the Absence of Tax (Theory of Irrelevance) (JH Vs )" £IED ‘f)ﬁf /,-,; d/ u’g

Sar b L S e B A6 b Wi B8 p et § o p Sonr 5 6
Overall Cost of ):?5@2: J; & e qlﬂ'éi Lf /“u! u‘j (}"J'(Capital Structure or Leverage)o)’(/
~(Overall Cost of Capital):/ 280 édlﬁ e b./lﬂ'é:(Debt)u}/“ 23 W&’J-Kn uﬁ;}'bﬁ Capital
J/yu;uﬂfd/ggJI&V})":{-c‘-gn(lrrelevan‘t)&wﬂc/ﬁu(r/' L a3 u@l./-difuf&i
(Costof e 1 L L L0 S Jb o p d §1oa ol (DebD P St & 7 S e
L»J!-Q/’UW! fw»{l/(Debt)u}}J/‘aa/fww;u(&@Ji(j(///g,:_‘ab‘njwluquuity)
(Cost of /U d/u‘j Sols u’ggn Lol L (Financial Risk)(iﬁ &UL = Sl L e U(Lf/“ »
:,/.lﬁxgut,?u’::)'Ly»/;ﬁ(/'wf’”uﬂ»fma“_/wL'uu(_agw)m&ufﬁh_‘aéngi,u@tEquity)
(Cost of&(Market Value)zﬁu’/u‘@ d/u’;ng}} uf(Capital Structure)e=31- d/,:l./ Y u‘guyz é/
Pt aSE DS sl P LS Wb s ot d 0 3t S Capiital)
(Absence ofgfu?y‘ e 4 Jg o }/ ,_‘aﬁm}w Ve I(Capital Structure) =3l 2 /,{7?9[5}% é/d/ AT
‘.‘ggnd’&lx’ L Net Operating Income Approach % Taxes)

P VOIS S
NP INIONS |
(There will be perfect Market) g;fz/ljg‘f{ L»AJ"( 2

224



uj&r(;dﬁj bbb -3
(Company operate with the same Risk)%g/'//yub? Vﬁ({ﬁu’ I d[ -4
(Al Earnings are distributed to the shareholders)e(5.s./ 5> kst U S ptd BT M s
Dividend Payout Ratio is100% »481000 2 & 151§ %393
bl MR UL FSBTE # S 86
RS ART IR IR LN
(The Cutoff point of investment in a firm is capitalization Rate)
(Advantages) < 46
bt e S ese$ L LAt Sonr 94
et e MGz FSOFu, F L

(Cost ofcfﬁld/,l.//,:/fOY/;iDegree ofLeverageé{J'&Vd/,L//,:/fOXuﬁff'd}'ﬂg,?/,cf
Cost of Ke.sl 360verall Cost of Capital Ko<Cost of Capital Kdx i - Lk S Capital)
(Overall Cost of Capital) G"{Ko sl L uEi Un =S d/,l./ ,J/‘a s ‘;Jﬂ/’i‘gb‘KEquity
(Ko § sk £ 4 UE(Debt, Equity Ratio)e3b§ 2l S et/ 76 2§17 £ 15 OXIs¥
_‘L‘jﬁyUL&VJ:L/,:J)"L}P/?i/ﬂ
(Fef Sar§ DIt st Sty @
:(M.M. Theory of Capital Structure in the Presence of Tax / Theory of Relevance)
,L/-&Q}},}?‘ﬁ/»c;lu:‘f;szug'g)u@uﬁhui‘;1963&“"”41/,50/(}”1:,5&(}/4/

225



(Cost of Capital = IS 2 31 3ot 255 e S U1 (Db P 2 o L 47 sl
FZFS -ugLnJ’u;’viéjgéﬁu;¢ Govrr LL/JL»VM(Debt)J}-%Jngu,Ju:
- Jn(optimum Capital Structure) /| &+ sJ»* J =L b J ¢ A SOptimum MixertE sy £

Value of firm increase or Cost of Capital will decrease with the use of Debt on account

of deductibility of interest charges for Tax purpose thus the optimum capital structure can be

achieved by maximizing the debt mix in the equity of a firm.

Sl 31 2B 9 :,g,{ & J4(Debt-Equity Ratio)ertd & P st P50 S

Sl L (Net Income Approach)&bu/g - e d/u?y‘ J Jg _4"_&}1 8 I3 u/ J~(Cost of Capital):j ]

S A = Db P A AL T S S uﬂfc‘_&/ﬂwéwﬁ,utf;szugc‘_

_<‘~_Jm;g)u:4b“»L(/'Lué./déﬁ‘,t/c;‘fﬂd//ﬁdmgJ(/'ui;

Levered firm would have Greater Market value than undelivered firm.

-ﬁ'—,lf’il@ufd!f L84 (/ Unlevered.s/Leveredes £ - }) “l

-‘afgﬂéfjﬁd/"/'/?/fOYm =S d/,:l./ &%Degree of levered/,:/fOXuﬁ (f/“ug.?u:f
i L ¥ OX 23 Value of unlevered firm (Vu) % i)
_‘al}(/uﬂm”qlg 4 4212136V alue of levered firm(V1)

(Learning Outcomes) 6&6% 14.4
3AJ)ELLUW_@?8@JJQ?ILJW!LJI}I&U&[&/&"J‘-‘LV}/JCMéVWﬂIK/l,ug
U L et LS P o Bad b 57 Solrd PP F S Bt 26 L

226



URALE LE S ST G et 36 I Kt 5100 5 S Uy P s 22K
Usir e Z U 85 P2 s st fod e PP e Pt S Sy S $ G =
ufﬂ_‘Lb‘nllp{:/ﬁd})mij/:’iKJ?‘L&/@!,"CQ?/U;/Uﬂ()_‘at'l?gd‘;ggh/uf.,/t?
2= el }J Py &U;’/ﬁ;Net Operating Income Approach «Net Income Approach 4 Y

_‘Ltﬂjuluﬁ/ﬁ(}/yﬂ”’/’g&w Z_/o”cmid/qtfuuruy»ziawgg}f

(Keywords) L’W’d;&g 16.5

IV 305 o 2458 PP JEAsK (Cost of Capita)e VS A~
& (Cost of Capital)
_LL@Mi/_,)mug)/ﬁJ(}/?ugzi’uﬂJJZL,U}U:,L/ (Optimum Level) & =i
SFE DO oo el PP o At A L P S (Levered)J 2
_LL(}MLGVGI'GCD() Sz mn s
_‘LJM Unleveredn&f/,(Shares)J’ b J’ kU7 )/ o : (Unlevered)( z &

(Model Examination Questions) < /s A2’ 16.6

if,fuﬂzﬁdu

3

_ujé/[}bj P (Mille) 42 -LfJfL ...... Intermediate Approach-1
_‘aa&uwﬁq@ L6 /#Value of Levered-3
e iLZEWACC-5 -‘Ll:‘lgg-(/;WLJ;/ ..... JOverall Cost of Capital-4

el Sl ez A
_éug/,}f&uw?&wfdt/_z _gwl)}c“_)!/y/a(COSt of Capital)-1
& gl 5 LOverall Cost of Capital-4 -2 e oy A E A3 23
_éwu)‘g;1/.L:’/L(Optimum)i/?)l,5
eUrJel bz b
-é =l d/ (Intermediate Approach)/,:c»'lfd/ <=6
ol B LA es o7
_éwuﬁd/Cost of Debt .s/<Cost of Equity-8

227



ez e dyio17de
(Financial Leverage)

121 L S

Introduction w"} 17.0
Objectives pyrdvs 17.1
Meaning, Concept and Definition of Leverage - /7 e :(}?P‘ gopr 17.2
Types of Leverage 5l L. 17.3
Operating Leverage P u@/,:T 17.3.1

Financial Leverage @' Jr’..ﬁ lf;’ 17.3.2

Combined/ Composite Leverage ¢ /).J.J 1733

Learning Outcomes éﬁdm 17.4
Keywords 5918 ,«;K 17.5
Model Examination Questions Ui Q2 17.6

(Introduction) /f;z'? 17.0

J/“mJﬂ_wg/J’ugLP&fjJ"’&mLJ;/,’&VJ,L/J:JK'.@V Loy s
5 e T s KK SIS & S MSad 57 Busn L S F e Adadd #
L F15C F Kot F S o b s A kf 2 S EEL 2S5 S
aél?@/:'@}'ds!Jgu}a"_ﬂftuﬂ}/ljuf;ur"u(é_nflag/u;c};yu’l_ﬁ;b'//ﬁcf
s LW A L3S oo S ol S LU Sl S s e ST 2
K S E S bem P Ut U B A AL 1o bl S S L
e PSR S 5t SO P B S st Ik 05 S
UASIetb P QUT At e bkl /6 Aed £ L d L0 s e

228



a2 6P e G L e 87 s PnSE - S s L L2 s
QT LTS et e tT Qo ot 2 S Pulley)§ 22 L L6 Qe diba
Ll S pt e e d L5 TP S et pit -t i,
_E T Pkt 3 L(Leverage) AU KU1 Utz s a Ut Sist S| 4

(Objectives) 4#G+ 17.1

S LS 1Tl e £ 36
S NS oG LE s
-uf/ww;gf(lﬁiéé'uf .
NS 0 LG
S et §E i
e s LS LE

(Meaning, Concept and Definition of Leverage) w2/ /’j 3 U!‘j ¢ r}f" }f 16‘1}4 17.2

l“/u:’“’m,@» J,L/u’ﬂ/imeu@;ﬁé?d‘b;uuﬁ;dﬁ,t/uﬁ.uéu?u‘fu/
F 0T et e skl Je 6K Ut b Lyt
S dud # 25 L0 F Retained Barningse P} e 3P A BIF e bl
SEoe s FIdf a6k A QeSS EL iy s LEE# — U116k A o
Qe AU A

MJC’V u"Jl}(Gross Profit Ratio)@/:' Jd'bf(l;ii'g/,,//f;//{m éla JW
LG 13m) ol 21 Sol /“(/ o L/u)j :’/o/,-f;Operating Profit Ratio {Net Profit Ratio)
LS SEBITE - v & 1ot L6 A S ar i P o bl oKt
—e bWl

e L e 3T S s e P s I DA e 0 Lo
e b IS A S s a Sl Pl Lo aki e Je S = e
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u.‘."%;rt'{’I(ng,g»'L:‘ﬁ'ﬂ;l&;K/X‘L@WlJ"Vu’.fa.lgzbkd'pw(Lever),’;L/zfﬁ’
-J}fd)g@/"]ﬂl,cgu((Lever)(ﬁuﬁd’,}-‘al:’/'/u

e Ji L QA el 6 e s A e LEVARESI B Lever' s
'Leverage'(¢ )5 -« bl 2« (Not Heavy)uﬁ;&Jﬁ(Light)ﬁdyZ:J?_ujz_lgé_;ﬂ{'l(l{ck
S SO0 f/fﬁ < JT Ko ol L1 (¢ #)Lever' - - €51 ssageniLever J s
et s e e e P e b1 6 = QL Tal(Light in WeighOgl JT 4t d e
sl » « “An Increased means of accomplishing some purpose”f Leverage S _‘at’lgg
=tk

e - E Sk 2 L S S A p s S ekt 2. 20 e
bbbl e N L AL AL LN L LS ) fre sz S)inG 72 L6l

2L /ul.l/&): St p S e K(Wrench)é_ggzu’;l gL L & Z ¥
st =T Vet S e Lo B L2 KA S Aol Je1(Forklift Truck)
LJ[}‘ILM!‘}d’-‘LVlgy"gg.L/f;/MLL;UKUU}’{/fd/léad%wflﬁdl.*pi&@c&v‘rﬁl
gﬁ gﬂ[dl.»“wu 4 WL Leverl ( /Lg!/’ *2 s Lla Z Jl.»""! 2L éla JJ)/M&L L}/u;’””
SES Kl o S Kbl S A AL AL oK 1o (Leverage)s
gl Sl LS

é“»!nﬁmJJJJJ’“QQWXWJ"";&JL&@/J; Kuj:iglwér/'&lwiu/wg
_‘Lt'U'?’/
“The employment of an asset or sources of funds for which the firm has to pay a fixed

cost or fixed return”

(Fixed ‘fm C; ul/g/;lFixed operating Costs / < (Fixed Cost):/@ J‘;’A 4 J
/lﬂ%ﬂ@u;’aéz;ﬁwcml&/lﬁfﬁc«lglﬂ < u,?é:(Financial Cost) c«lglj! &UL sl £ e return)
WB S S A e S g E S e g 2 N o s L 1S
St Z En§ et AP o & ng? Endsie " e o oL Ie1g b ursui
e bl (J S P2 sy uT
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(Types of Leverage) (L:’.'LZ‘;J}.J. 17.3

et VA L8
(Operating Leverage) S A1/6-1
(Financial Leverage)” /:.&UL/ )Lé»&l/l._2

(Combined/ Composite Leverage)( /:.b// -3

(Operating Leverage) zSA:/617.3.1

Lg;f@ui»(Fixed)J@PuI(Variable)ﬁiguﬁwgﬁ{/;-‘aé'/r’,Kfﬁ(’?l.,g@'/r‘...@’/vl’
/}lJUIJJ/WEG/@LJUIu.‘.'/b!,g:/lﬁfUﬁé/JJJ:/UZVL/!;!&/U@‘}?J/W&”l-w&lg
JJM"V},J?@”’/:;!‘u:"zu‘JL(G_+&MJu/é”n&n8uufutdng%z_ufu:mu&ﬂ,&
émugwaﬁ..}/w4!-wLnufu‘f.J/wﬁ"/?Lnﬁi/Jm%u'4Ln,&Lm%_uju‘f@»
LA lsl ke, _uj':é(Fixed Cost):f@uayuﬁ;iu)flnd}wd/wdéi//; 511;!&,@u;4£/;&1’7
P JJW,-UJ&C‘”JJUlea/:;;.é:d%)//'uy‘dl/:ujl}%“-‘aﬁ"ul}/,:/@g}yf//?'cn}‘
_ézu.?;&wc;;lﬂ%

< Jnél;-gu(u?@ u/’»dt"“m/é".,r L U7 et 3Lt s OuT e 3o U sy
=326 s ».Eé’/’f-c‘_@[/y < (Asset Acquisition)(§4.7 d/ Uy (1L S8 <\~ Operating Leverage
2 &5./,: &’7 U ﬁEarning before Interest and Taxes (EBIT).#/(Sales Revenue)&,«.fd'i be
o ? d/ v Xe(Fixed Expenses)algl/' f J’V e ( / - "'J (f/ Operating Proﬁt/(EBIT)-‘L
it} e G bnf Gl BTl W e Qe §? ST BT
St LU w Bet FEdw

u@’/j/u"id"-c‘;(}nébdi uﬁ(Operating Income)&xfu@/v”c&i U 18l g o 43
i EE

e bbbl s s § B LSS E BT

Contribution
EBIT (Operating Profit)

Operating Leverage (OL) =

Contribution = Sales — Variable Cost

EBIT or Operating Profit = Sales— VC —FC
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Operating Profit = Contribution — FC
Percentage of change in EBIT

Degree of operating Leverage (DOL) =
g p g Levetag ( ) Percentage of change in Sale

Jn AU /‘ug; J C’/r'.. b»é,’{,/.:T—‘L Cgﬂ(Unfavorable)j I /:’ L(Favorable)j Iy i}'/}f u@’/,j
3nfbo;g)0;d/(0perating leverage)/,:é_ﬂo;gj..,wﬁt(akg!/'l&A_‘Lt‘njwlufék?cj?‘a
(Mechanical Advantage)u’:})w {@'/}.J. ﬁél’l{;!-gb’/&iﬁ/{ﬁ&&l Z//:' 31 d/é'/zf .J.‘/fé’/?i’-‘g
uf&;/'c/‘._sué/.ém_b/njulu:[};,l’m_»,o';/'c/‘J,Lwéuu,é_ebnu;)rmﬂ;};m
Pl AT 21 1% E BT Gt Ui 2O SE BT e S BT
LA S A AT Ut L esn e SR 1 %A (T e St L% s (oo
SLoI68% UAEBIT SL11%% =53 S € sl 617524 Ji(Degree of Operating Leverage)-<—
€ 33 5%EBITe 3Lo11%ress ) 63,50 pSiocbin
S e 5 g u‘gé@'uﬂ Véé’/j :(Application or Uses of Operating Leverage) JWIQJM 1o ..@'47
A8
e eIt S SBEP T L 1
e Gt Les e i L L U
-4‘,L"l,wlfdl.»“~’!JL/(F/&?WJU?:MJQ@ML(}-S
e bRt S S e i ST B P
et Sl et I F U LT mtess} pe S C BT 5
_+V/ﬁW(Overall position of the fixed operating Cost) S K= 1 .J@’/?TKG' SV £(}_6
_‘QL*/!JUU/(Muﬁdk,f’;L&u”ﬁng(}ZJ/A.@4T_7
:(Features of Operating Leverage):«.lgr“; ﬁ@'/}.’f.@}fzj

_c‘_g@wuﬁdjfayﬁﬂuaéifm'u@’/j
_§_tﬁ¢qtg(fu§@’uﬁ.:;ﬂ‘}"?%“néu@/j_l
e A Lo i P il S LN G T2
e bl F e MUt s fnd 3
—e b S A A R T 4
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‘(Financial Leverage) Z}' 23 J;y l¢’ 17.3.2

S K-e G PEU B LEPE TG LU o Gl LG s
S Ui S Ir? Lt S P e QT Ulin(U £ DS PP
_+3n1&dfuﬁuf1ﬂ;Lﬁ‘amd’béb»/(}

Jc'gl)ld/glg!jla, ST it B TS s SK  S sl s £ 256 el ﬁtfy
_‘at'lkv'/@'u:‘gﬁjl}jﬂ

SO L PF AL St Ay e KA SISl Jr? L2865 F 1
_%VM@'»JJ’?D}nJ’%Gﬂ
“Financial Leverage involves using the borrowed money to build capital, expecting the

income to be more than the debt.

&461K,L/u5)riéuifl;'Juundﬁéu’,‘a’uﬁtﬁ-‘adwgyJJM]!@“/;JJ?Q
e b6 =P i £ (Total Assets) b1 si(Total Deb) # f FE s F - Jof

ﬁ]‘fﬂwu_%&/&baufiu;’ﬁ/,l.//m'%i(}_Laé“/;%f’ﬂ,{ué“»éﬁcé
JLJZ’L@(‘E!A(’Z!LJ#’LQJL&A Jjﬂ?, » & s(Retained Earnings)ru'”/“u@rgj/f’;”:f
(Fixed Financial }’/sz I 2 V-« Jn J‘EV iT% C/:'-c‘- Clo Loy Z//:' J‘E‘/ 4 o/,-,;; Lf}
e US P o P7 F e Eol A1 belblor e U fa o 4 45 St 2 Charges)
F & Co BT GEBITL (et W 3935 Usts P77 Sobr w2 &l b W 5545
S s i sts P2 Sobs sI(EBIT) S e u@/’fé"/,éfté-g.b@gu;tfﬁjgftj
—e bk

FIGUT P b P Ul S5 A SR A S U8 S por 27 e
DL F G L ln it e Dde 7 e B U e Ut A 2 Ut st
en e F LD FE My lnf et B B 2L A U1 (st (Favourable)
Ao BuT S U P 33 e LOr U D bt AP L Um0 25 C Jl S e
Sus et 2P e 3n biuT un P e 6K A S S et 2P o
(Trading on ¥ & 5 F 6 2 1ot 3121 U2 JuT L(Retums) oo § Usss P2 = (6 o
-wzjéu‘quuity)
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:(Impact of Financial Leverage)/ 2! &r G &l(‘l.

P <L S FFBal e 3650 FE3TS LS s P ol sl b
FJ ot Brosi3uTT 26 e o QuTU 2 b L K A ror U 2GR0, P et
Sl s r e Ui PF A a 35t duTSUs T Sl G 6UI - bt B2 Uity
et St LTS U P Bl H L

% (Barning per share) Z Usis P2 Sl G 3 0TS ALE ek e sts P2 Qs
 UA(Return on Equity Capital)AEPS Ut s (st 4T SUtd 6 Lorl e b
—e b I AF L‘fj/?)ynf (Returns on Equity)AIEPS-gf »

e LSt or £ee b 6 S G a2 s Lt Cts Ut 15 SEPS— S 47 44 JUEBITE 4 F 1
4o# e e LEBPS)EE ST $ S e b b8 31 f(Degree of Financial leverage)
RN RS OV IR A

:(Combined or Composite Leverage)@' 2 J 1733

/}’@./}.J.VQQTIK%WZL?/T-‘LL}//ZWJQ}%}L{&;Jr}ﬁ%@v}g{(ﬁﬁ’.‘g’é’J}gb‘/’//
S A QS S E A S B v ol ST S Ed BT i E ki S
- 3 eolos § s B UK)/’/JE/J}‘; J(/ PR AL < L"//ztb':’/(Financial Decision)
e b’ s LS T o b s K S KE i F i T

Degree of Combined leverage = DOL X DFL

:Je
&5/7,00,000 = (Variable Cost) /2% «&_5,20,00,000 = (Sales) =53/ S e L]
40% (Tax) uc U7 4-21,00,000=(Interest)ss 200,000 (Fixed Cost) = IS
-ga/;é:/u/é‘/fd

2

Calculation of Leverage

o ¢
Sales =33/ | 20,00,000
(-) Variable Cost =2 7,00,000
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(-) Fixed Cost

Earning Before Interest as Tax
(=) Interest

Earning Before Tax (EBT)

(<) Tax 10,00,000 x 40%

Earning After Tax (Net Income)

Contribution | 13,00,000
=TSP 2,00,000

EBIT | 11,00,000

1,00,000

Y
SIS J"C 10,00,000

4,00,000

6,00,000

Contribution : 13,00,000

EBIT "~ 11,00,000
EBIT _ 11,00,000

EBT  10,00,000

1) Operating Leverage =

2) Degree of financial leverage =

= Operating Leverage = 1.1818

= Financial Leverage = 1.100

3) Degree of Combined Leverage = DoL x DFL = 1.1818 x 1.100 = DCL = 1.2999 or 1.3
0 3811818 UEEBITe Lol 1% Ut ess S b 16 2 118188 U8 BT 7
_gnjwigl.loouf&,ﬁd}/'a&il%uﬁEBIT,J/Lat‘/'//;LE;Z‘Ll.100@'/}”..&:‘)1&5
_gnJLblgl.?)uf&,«.Td/(/'adiuﬁ&ﬁ/.I%I‘Lb‘//gw;?bal 36’/}3(5:")

¢2,7,00,000 ==/1 #*c¢_5,10,00,000=53} S« (/s

16

10%:+ #¢2/5,00,000 = (Debt) # 7 <_»,2,00,000 = (FC) S
-iu/é'zﬁuf/ézfﬁbjul.ﬁ/f

Calculation of Leverage

Particulars Amount

Sales =5/ 10,00,000

() Variable Cost Ve 7,00,000
Contribution 3,00,000

(-) Fixed Cost 2,00,000
Earnings before Interest and Taxes (EBIT) 1,00,000
10% Interest on Debenture 5,00,000 x 10% 50,000
Earning Before Tax 50,0000

235




/.:2_/'/@»&‘5 S

. Contribution . . 3,00,000
1. Operating leverage= =Contribution=3,00,000, EBIT=1,00,000= ———— =
EBIT 1,00,000
. _ EBIT 1,00,000 . _
2. Financial Leverage = = = Financial Leverage = 2
EBT 50,000

3. Combined leverage = DoL x DFL = 3 x 2 = Degree of Combined leverage = 6

T 36L+80,000 > £ 210007 Juuéugi&{ Jad e e

-wé'/)'djpd.jb/’}iLL/&&[&—‘L&/}/J%}J{U60216}}}@’;‘6/”/’
_Q/Jibc(Equity Share)ﬂdﬁvg/‘ffa%alﬂﬁd;ulOO‘f’ﬂé -1
IS e F iU F10%¢ 18 P i f side o L1007 E 2
Lo U 10%08L st 7 F 7 03455% 7 sl £120 o Le 10027 5 23

JIIel e F
IS P 0% B P i o L0027 d
LY 10 50%e B I6L B US0 4 LEBITGCL B TE#/ ) 25

- A ,«/ S Degree of Financial Leverage.s/Earning Per Share

Calculation of EPS and Financial Leverage

Plan—-1 Plan—-2 Plan-3 Plan—-4
No of Equity Shares 80,000 + 60,000 80,000 + 30,000 80,000 + 20,000 80,000 + 30,000 =
ES =1,40,000 ES =1,10,000 ES =1,00,000 ES =1,10,000
Debentures - Deb =30,00,000 @ 10% Deb =20,00,000 @ 10* -
No of preference Share - - Ps =20,000 Ps =30,000
EBIT (Eaming Before Interest and Taxes) 50,00,000 50,00,000 50,00,000 50,00,000
() Interest on Debentures - 3,00,000 2,00,000 -
Earning before Tax (EBT) 50,00,000 47,00,000 48,00,000 50,00,000
(=) 50% Tax 25,00,000 23,50,000 24,00,000 25,00,000
Earning After Tax (Net Profit) 25,00,000 23,50,000 24,00,000 25,00,000
Dividend to preference Shareholders - - 2,00,000 3,00,000
(20,00,000 @ 10% , 30,00,000 @ 10%)
Amount Available to Equity Shares 25,00,000 23,55,000 22,00,000 22,00,000
Earning Per Shares EPS = Amount Available to Equity Share
No of Equity Shares
25,00,000 23,50,000 22,00,000 22,00,000
1,40,000 1,10,000 1,00,000 1,10,000
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EPS = Earning per share 17.857 21.3636 22.000 20.00
Degree of Financial leverage DFL EBIT EBIT EBIT EBIT
EBT EBT EBT EBT
50,00,000 50,00,000 50,00,000 50,00,000
50,00,000 47,00,000 48,00,000 50,00,000
DFL 1.00 1.0638 1.0416 1.00
3: e

8443450 75%m 7 $l220000 & > £ s 100 A7 3 Ut sl b r £ em?

U 61 20000 s U 473 L ¢ 21500004551 F10%. Sl Lf:'?/"I0,000c'—gL?c’:A?_:/lOOW

22000613235 = E SU7 < Qo Ut ig S UZ 1300041 £ 31 2181 50% 2 U7 < Bt s d
&’ 10%3+ T £4/50,000 = (FC) = U o0, 700608 /12>

i) Degree of Operating Leverage
iii) Degree of Combined Leverage

ii) Earning Per Share
iv)Degree of Financial Leverage

S

Calculation of EPS and Leverage

Particulars 2000 Units 3000 Units
Sale @ Rs. 200 Per Unit 4,00,000 6,00,000
(-) Variable Cost @ Rs. 70 Per Unit 1,40,000 2,10,000
Contribution 2,60,000 3,90,000
(=) Fixed Cost 50,000 50,000
Earning before Interest Taxes (EBIT) 2,10,000 3,40,000
(-) Interest on Debentures 5,00,000 x 10% 50,000 50,000
Earning before Tax EBT 1,60,000 2,90,000
(=) Tax 40% 1,60,000 x 40%, 2,90,000 x 40% 64,000 1,16,000
Earning after Tax (Net Profit) 96,000 1,74,000
(-) Dividend to Preference Share = 10,00,000 x 5% 50,000 50,000
Amount Available Equity Share 46000 124,000
Amount Available to Equity Share
Earning per share (EPS) No of Equity Share
46,000 1,24,000
20,000 20,000
EPS 23 6.2
Degree of Financial Leverage EBIT EBIT
EBT EBT
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2,10,000 3,40,000
1,60,000 2,90,000
1.3125 1.1724
DFL Contrubution Contribution
Degree operating leverage EBIT EBIT
2,60,000 3,90,000
2,10,000 3,40,000
DOL 1.23 1.1470

(Learning Outcomes) 6@(}% 17.4

LSS e B RS L L F LSRG
U &5 T F T Gl b SN P S S BB S ot e e U
L“Lgl[m;r4J/f'$’.é‘Lttgg!;vﬁzﬁg54f‘7-ugé'/5 ﬂ!}gi&/g}lb.jt&o b PP AP
ASE S el bl B P BBt el S By e
J/Jnﬁcg:ﬁ/j_‘awgdwﬂKé“néiié_/;llkfKc,u‘uium@);u:/ﬁu@“ﬂcd/(
J:,«;uﬁ@'u:‘-‘at'lggjlb‘K@lf!/l&@&»f(@@iﬁl AWt ot 51 u@’/jir/'-wé“néirwd
RIS IADSIIN 70l WEPR S Ty SN SIS YA (1 PSL JLIV-NSEIY 19 o)1
et Sl

(Keywords) L’W'dzﬁg 17.5

e bW EBIT G e AL S v el SIS3T 1 EBIT

-t (Earning Before Tax) EBTY (04T f b £ &S 30 = JXEBIT . EBT

_uj':é(COntribution):’/ f“ S le/.:L/( U Sl Gl gl i 2 # :Contribution) s -

Degree of Operating Leverage : DOL

Degree of Financial Leverage : DFL

.fuiﬁdlﬁ"léﬁfﬁgbn,ﬁgdvbﬁ(:ﬁ/{auﬁdebfdg/ Retained Earnings
LTI St
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(Model Examination Questions) < /3 d@"".‘d‘} 17.6

_é4fuﬁdu
Jy&(ﬁ_/’;«/[@'/fﬂ .:T_l

o

bbggfu}j/i}'/)fﬁbf_2
- 587100005 210002 323

.\"\‘

.\"\‘

< iLZCEBIT-4
res £ 08 0% 4512000005
bl

‘LVﬁJUUu:&ATLJUUu:&)}-l
e B LSSl T2
At en UL LG L U3
e Ik REA S S b
-g.énd”b(Contribution)/,L/Lf_}/w@m&uur_&;}j
—elir Jol ez
-é =olose sl /Lchontribution -1
Bl §UALE LS S WG 2
S et L e BT 3
-EE kS L(Financial Expenses)—ie (Y4
Eeolosesl e G5
_é.:i/g/?@'/ﬁ_gr/ﬁ
eUrJel ez b
Eeolb§ERL I el Sy A
i, P e n LA s 8T8
B e I L E 9

42300000V =AU 2*eg_2,1,00,000(FO) = UF&5,10,00,000=Salew=53 S« L5_10

NN NN
R N S N g
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PG e F e 30%5 Fed_2,1,00,000 = 2
S «¢-24,00,000 (Variable Cost=1 F643s15,00,000253 ) S (11
A F ekl (T2 40%=Ur U Fed_315,00,000.45510% 4" 3e&2,2,00,000
S
5000002 ZE TG4 Ut 610000 > £ 100077 § Uk er? fi-12
ES S et LS P e e Pl
e sl P Bl+5000 Ao L g 2s100047 31
5L E sl F10%F 13T Silr 3,2,00,000e > £ 110027 32
-+6C l?u( S
L& 100077 355450 F10% P Bolr 212,00,000 > £ 5100027 323
<GPS e F el F10%F 3T 5 20,2,00,000 >
e oo £ 010077 3430 7 Gilr 29,2,50,000 > £ 1100 A7
A E A M F et T e oSt s L P F S 0510%
~ 220861 3UK611,00,00053 S e
&22,00,000.4255%:&_3,1,00,000= (Fixed Cost=/U - ‘%Msém d(v.0)S 2
E AT ST
U F358,00,00043510% 51 JL+10,000e > £ 010002 3t
78613 = #2086 3 230 =8 S U7 o Gt S U£6110,000 Jb- st
_Kﬂjw!ZO%uﬁ/m%:%M
U &21,00,000 =(Fixed Cos0) /I P o 083613 /U 2 02008 o od
& 30% )
Degree of Operating Leverage-2 Earning Per Share-1

Degree of Financial Leverage-3
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s595-18061

(Dividend)

121 L S

Introduction /31’? 18.0
Objectives s 18.1
Meaning, Concept and Definition of Dividend - /7 sl (§ L5 18.2
Importance and Need of Dividend e eI SE3ys 18,3
Declaration of Dividend X395 18.4
Payment of Dividend NS k33 18.5
Unpaid and Unclaimed Dividend S3BES 0 F 18,6
Dividend under the Companies Act 2013 iﬁgﬁ’:j Z201 3(}"7{0]@ 18.7
Procedure for Declaring Dividend Jj &l yon syt 18.8
Advantages and Disadvantages of Dividend bl e S8 k595 18.9
Learning Outcomes 5&&&6 18.10
Keywords L’Wd);g 18.11
Model Examination Questions aﬂ’r&l?’! < 18.12

(Introduction) /31'? 18.0

A rmnde S Liudnd T mue S S L un S e 3 1T Wy
eI LIE Sk G p il o P utdnow S rSioe L Goop S G e
WSl erilhs KLt S 22 sl Aozl uy:f/ J’l:n-‘g S 6 S s 51 A &l
A LS o P 35 L Pk S P BS FENF 2e bUE LS ds Kb 2t LS
JE St *%lzt“/w/uwgénu:?“ﬂiiwrgt Sl el e b S I 4651
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G e b i hsE o7 2 e s fr ek P T e B g2 S
5% M P EE LA Tty 5 LS AATIH £ fonorbb 2L Ao
& o T FALE S v 5 B Sl e L3S i

LSSy p 5L I LT T (Dividend)d - 3] r:z”“

(Objectives) 4#(» 18.1

S E Son 6 1o LS I3
TIPS Ly
-f/ww;d/%ﬁlu@‘ﬁgﬁ .
B I L sy
-Jf/,f,"mﬂﬁu%gﬁ .
_uf//@/wum;ﬁuz:ksgs .

(Meaning, Concept and Definition of Devidend) &/ * /315 ne Lk 345 18.2

That which is to be « G &Lle (/LI "Dividendum" 5L Wi (F1k55 Lk
I LTS bl Ut U 7S e LIKE g bl 2 42 N divided”
th&@/);yLﬁfmL@gﬂﬁyﬁfggé&{/umu“"f%,)ﬁuguv{uKﬂgkfgf_‘aay’;@
So S P emnlooml & Som e st Li3ys_2 bW % £ (Retained Earnings)
J}fﬁ’lﬁé(}”{J’m&/K.L«}fcﬁgﬁ-‘atﬁ&ffﬁuynL.w,/‘d/,?wuﬁ)ﬁé&fgﬁjvﬂuﬂi
Luﬁr“& Ldz#’&)ubﬂé&im;3;Ldm,tv'/umu’ﬂég‘vfggégﬁg.,ww.,{1K
A zalg f G A 3395 Ut s oy K hap e bt/ % U4 (Annual General Meeting) - 6 <UL
;m/‘u?&,/'ufd/u‘ﬂuﬁ/ugJ”m&VJ,L/L&’{c}gﬁ:wuﬁ;w;bff{‘gt"lgl[ﬁ
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e 3P L e il By e B SN b 233 f ool (s Foen L essje S
(L&gnm;/gui’dﬁ JL»“W’JL?/?MJ"( iUz 2L 62151, (Working Progress) (6 Jf £3-3
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Particulars -:«Ur,ff" ﬁ J
A: Current Asset: Lt‘uuw
1. Raw Material Jl.(l}
2. Work in Progress (KJ-?/“J
3. Collection from Debtors Grose U2l s
4. Cash in hand 591991’
Total Current Assets | xxx
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(=) Current Liabilities /133 ls/

5. Paid to creditors g,g 51 um;ﬂ
Wages Paid d’gb! d/u;Z!
XX

Total Current Assets

Working Capital A-B | 4y«

.:«Ulr@}
E_ALSEWIPDEE eal P uL et LNSE Lt e L 1Je
(UL LU ES0%)L22,00000 =221 &23,50,000J 16
(U £ JE30%)22:1,00,000 =(Overheads) bl 150

Calculation of Work in Progress: = J’
Raw Material use = 3,50,000
Wages = 2,00,000 x 50% = 1,00,000
Overhead = 1,00,000 x 30% = 30,000
Work in progress %3/4,80,000

-5 _+* (Estimated working Capital) 2\~ /6/6c 14 Sewd L e

c10= 303 S L2006t ied UEK1,00,000 = w5s s sl
&6 = (Credit Allowed to customers) < 4 d/ d!"’}/v %) /JLMI

&7 3 = (Credit allowed by suppliers) < 4 d/uﬁ:bl/?d,gi'/lml

50,000 = ULESB LS, &3ewdn F3L 250000 = =l AIG LS
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Calculation of Working Capital

Particulars Amount
A: Current Assets:
Finished Stock (Lag time 3 Month) = 1,00,000 x 20 x % = 5,00,000
Collection from Debtor (Lag time 6 month) = 1,00,000 x 20 x % 10,00,000
Cash in hand 50,000

Total Current Assets 15,50,000

B: Current Liabilities:

3
Paid to Creditors (Lag time 3 month) 1,00,000 x 10 x — 2.50,000
Paid to General Expenses 50.000
Total Current Liabilities
3,00,000
Estimated Working Capital A—B
12,50,000

(Cost of 4% (beae VU K80 7565 1230 p e d SUL N FTEUE 2olondT U C s
/!ﬁy,}/w,ﬁw‘,}JQL/;.:»L@J/u;ig;dﬁwéy,)-+t@gg:; 6.5 §s 23 4Sale)
-/
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25% = Rate of profit { 24 Gt «&s100 = B fd e ULK1,00,000 = 55 3 2l
&3 = (Time allowed to Debtors) <4 d/ L?: l)id/ f" 4 Y47 A3l
100000885 F, 3= mule iUl
£223= 866 b idn e n12dbider 240 = Ju b 3613
b1 = Wd/uﬁ:mu(gtgli'uéu; w2 = e sl Eide
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Calculation of Working Capital Requirement :f

Particulars Amount
A: Current Assets:
3
Stock of Finished Good (lag time 3 month) = 1,00,000 x 75 x 5 18,75,000
4
Collection from Debtors (lag time = 4 months)=1,00,000 x 75 x 5 2,5,00,000
Cash in Hand 1,00,000
Total Current Assets
44,75,000
B: Current liabilities:
3
Paid to Creditors (Lag time = 3 months) = 1,00,000 x 40 x —
5 12 10,00,000
Pai Lag time =2 hs) =1 12x—
aid to wages ( ag time months) ,00,000x 12 x T 1 2,00,000
Paid to Overhead (Lag time = 1 month) = 1,00,000 x 23 x ’r 191,667
Total Current Liabilities 13.91,667
Working Capital Requirement A—B
30,83,333
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cudiidey | 50 | 30 20 25 125
ULK1c1,00,000 =stslae s i 203 0l2 = 2362 bl == s s 2361 :
(so%c,l?v';éugm.;zh100%Jw)ou2= (WIP) Jf"4;JL(4

ol3 = (Time allowed to customes) <« 4 d/ d/;/,: %) )/LM'(S

ob3 = (Time allowed by creditors) = 4 J uﬁ: Il S7 A231(6

ob1 = (Time allowed to labour) e 4 u(uﬁ: 3] d/;;ﬂ(7

42,200,000 = Cash in hand ¢l 6.8 U= F(8

Allowed 10% Contingencies Zb & /P& 3L110% 2 - 69
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Calculation of Requirement of Working Capital

Particulars Amount
A. Current Assets:
1
Raw Material (Lag time 2 months = 1,00,000 x 50 x —)
12
4,16,667
L. Work in Progress (Lag time 2 months)
2
Raw Material = 1,00,000 x 50 x i 8,33,333
2
Wages =1,00,000x 30 x I x 50% =2,50,000
> 12,50,000
Overhead  =1,00,000 x 20 x —x 50% = 1,66,667
12 5 16,66,667
II.  Finished Goods (Lag time 2 month = 1,00,000 x 100 x —
12 3 25,00,000
I11. Collection from Debtors (Lag time 3 month = 1,00,000 x 100 x —)
12 2,00,000
IV. Cash in Hand
Total Current Assets
B. Current Liabilities: 60,33,334
3
Paid to creditors (Lag time 3 month, 1,00,000 x 50 x ’r
1 12,50,000
Paid to wages (Lag time 1 month, 1,00,000 x 30 x 5
o 2,50,000
Total Current Liabilities
Working Capital Requirement 15,00,000
(+) 10% Contingences 45,33,334 x 10%
45,33,334
453,333
49,86,667

JéV(ﬁ/umﬁA:UWJL(Debtors)/bQ}-Vlggﬁ}/@}fb;'u(él?u:g'jw:é:/ﬁd/o/j)’gdh/g
uluz_é.jﬁ/c/“u(ét»:c‘_g}n.,//ﬁamfu?wum:,u? < bWt FiT
_“‘.a;fyr’;dl.//l{/l{/)(Required Working Capital)es4 JJU}éL}@M&MVQ oS sJe

Sty det | e | ebAd | S | esied
SRR 30 20 20 30 100
. - o3
24 = =ule 25 L)) UL611,20,000.080 416 <UA(1) 2w

(50%2 bl A15 0L 21100% L )28 = (WIP) - UL £I(3)
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&-2,1,00,000 = $.8 2 5 &= 6 25604

(bLKU/&;/'/WUt.SO%) 2216 = Time allowed to Debtors W{d}LlJQ’J(S)

248 = Time allowed by Creditors =t Jl leJUd:‘(6)

Hi4 = Lag time of payment of wages <4 d/ul/::m Jc«ii(ﬂ

&) = Lag time for payment of overhead < 4 d/u’i:!;lJalgljiéU@(S)
Lz S F 0 3107 A K (9)

Calculation of Working Capital Requirement S
Particulars Amount
A: Current Asset:
Raw Material (Lag time 4 weeks, 1,20,000 x 30 x % 3,00,000
Work in progress (Lag time 8 weeks)
Raw Material = 1,20,000 x 30 4% = 6,00,000
Wages = 1,20,000 x 20 x % x 50%-= 2,00,000
Overhead = 1,20,000 x 20 x 4% X 50% = 2,00,000 | 10,00,000
Finished goods (Lag time = 12 week) = 1,20,000 x 100 x 1—2 30,00,000
Collection from Debtors = (Lag time 16 weeks) = 1,20,000 x 100 x g 40,00,000
Cash in hand 1,00,000

B: Current Liabilities:

Total Current Asset | 84,00,000

8
Paid to Creditors = Lag time 8 weeks = 1,20,000 x 30 x 8 60,00,000
4
Paid to wages = Lag time 4 weeks = 1,20,000 x 20 x 8 2,00,000
2
Paid to overhead = Lag timw 2 weeks = 1,20,000 x 20 x pm 1,00,000

Total Creditors | 9,00,000

Working Capital A — B 75,00,000

7,50,000
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(+) 10% Contingencies 75,00,000 x 10% 82,50,000

(2 Ut o A 255204850 6 P p P Biag t (1 2d
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_‘Lt“tglfju,a}"/ét»_q/_f//ﬁ/’cfuuu»Lé_/.,//ﬁgfmq;@

(Learning Outcomes) CCdLﬁ’/! 22.6
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LS s o 8 8% SUE e d et e S Ut eS8 Ut e Bt
2 L s § A Kot SRS U5F52450:48L 36422 126 - (Yl bl s o K
6ol e 5Ll U2 B L S el g i1 utq;cﬂd/gu(.%muﬁ' J& 1 s 6l s Sl &
L U3 Un koo 2 o L rir S K - tae AL o S

(Keywords) EW’(},&K 22.7
/,:ub(b-uj"i(Lag time) /i;;iﬁ;/&;ﬂ)iéﬁmwﬂﬁ L}?/: (Lag time) 133 33
—e b U U
nu:J”t/éd/ggnm,;/g/?/h}‘(mwu:umnw,l&: (Work in progress) (KJS{“/"J
-c‘-t’M(KJf“/“J

(Model Examination Questions) - Uy &G"";«)"; 22.8

:2554/ u;yé db
res =S UL6150,0009 530861 3= 2121
e A KF LN c"f" 231074 b~ K¥L3,3,00,000-2
Wy Ao E951835,90,000U 2w 331 1,3,70,000 61123
gl P 4

298




Ny S5 EU611,00,0009 52,2086 3 b1 /13015

aU!erLaUﬁ/g

_E S L K2 —esl P e UIBIUI
_éu.l{./ljé;;édl.//ﬁ4 -gMQ}J“JJLU}J@‘}’/(}ZWLLag time-3

ol S bl AU S

ey So bz b

_éyu,&»ﬂJm;nL/uy./m"”L,me

10 » £ (Finished Good) oAz sI(WIP) o7

o A Kl Tl S50 et e s S K8
a2 Zd | et | ez | Sierduy | Ebr | esiied

Py 40 20 20 20 100
4-2,50,000 = W68 A (2) JE611,00,000.108 4516 <L (1) =

&2 = c«,od/dl."lé 3)

X3

(50% e &ungmoo%dtru)gs.w J(wip) Jf"4;ut(4)

&4 = W(}’@)Lbdj}@&)}/b)l(@ A== JJL/L}’(S)
&2 = .Jy’djlpc/bd/?u’,gi'/lm'(ﬂ
é”‘;'2=c«,¢Jc«lg!]'lL§U§(9) &1 =c«xu(p€bld/:«ﬂ(8)

-ég//dh//@@)éiwugcu JQMLJ“LIO
A ZN | Ul | e | Db | o | esjed

< 50 30 20 30 130

&-2/50,000 = BB Ut A (2) ULK160,000 =181 4108 s & U (1)

2‘;’"_‘12:.';«,0(}/&[./[.}’ (4) Z‘L'_‘9=;>AJJL(G (3)
90 = =l S35 el 2453/ Moot (6) 8 = (WIP)e s il (5)

0z el §ESan(®) 16 = el b o S 7 Ao (7)
"&53wuguud/_~,tgt}'|$u;(9)
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&-2/1,00,000 =g 266 US| «UEKI50,000 =1l s B i Lns

H12= Lag time of Raw Materiale 4 d/o/f;d/dl.(lp

&8 = Lag time of Working Process< 4 u(f“/jdh

4 = Lag time of Finished Goods< 4 u(oi'}Z:JL/L}'

216 = Lag time of Debtors o&*’fdu{/l;u:)/?&)/'/wﬂ

Hi4 = Lag time for CreditorsWJ£!)l4d4]'/Lw;!

3 = Lag time for period to wagesc»iz”&,gmd/c«i!

#3 = Lag time for paid to overheado%’d/ﬁ')’d/c«lg’]'l&u@
L e LS P D e uing sl ST 3503148t i S
,éb,/dl.//gﬂcu Jc«MﬁJ‘;

Al JL(G Y4 .:,Lgv'@ug ét» .wfd'(
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222 =2 a S UL150,000 =131 45 452
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B8 = by (55 i35 oo ==l
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S ke sale s I L S50

£9,50,000 = B UL F|enin2 ceid e

2| b | e | ebiAdn| S| =dS
i.wfu 50 30 30| 40 150

223 = = ufo 23 b U112,000.00 4. 52

(50% = bt /13U sl 216100% e 6) 224 = (WIP) 525

(TS lost )8 50%) 8 = rF 6o gessplosl o 226= 0 236

&2 = b §EmS ez gzwfuc;mutj/?d/:hw

G 0% s ledr S E S e A1,
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Objectives

(Cash Management)

Meaning, Concept and Definition of Cash Management

Motives of Cash Holdings
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(Meaning, Concept and Definition of Cash Management)
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(Treasury Management)}(gﬁc".b‘ilv‘(zfUp';’l‘j,fl'J Lbu.'.d:/uq!/ JJU;IU?K,L/JA/&A:/@)/K*

302



ey

S s G e s Loy 20 L e sl o Jr-a by 2 A B SR
G LB L E D e b\l e SuT Sk ol A1 st S e
u:.wg;“_‘atﬁ/?fc:u{ﬁ bl AL 2, B uf§i s 2t b Liee Qe S 57Tt
LSS O e bsf e ) Jﬁﬁzt_‘at/ﬁu;l S Dy L ikn S et s #
S N S BV g d/’ﬁ]_tat'/’/di’jgc:ﬁaéj.i En 647 Moo LnZ Fuf ez}
Lol S BN e b S E SPKE e Unir £ 6K o S b o6 o e s 6
ESWZ ISV I of FEP CEPR YIS VS Y NIV T (SN I ol VPP Yy ST
Ll SN KL S NN oy 2 Fr post P Pt e S S oswr o E S5 kit in L
Lo U A 51t 6 G2 En S alFu gt e o S o i §doms S T g 2
-‘L&(gJJ}/JLbﬁd}u}/uz?’)’/?)}ﬁlg’/’l

ed A AL LS it .ff:mJug;’uémﬁ&(u(dﬁ?..}/uﬁ/gugz»w}ud;e?
cet S s e 6 s ARG A ST S b = S J Bl

AL Ue Qe SIS 1) A LGB S eld ) 0 L L8 g TS ok
B S o Je et e lis e § s Joldl s bl S huk 22 S5 02 55 3 £ uik
b bl b F L3 ol i fo e Lkt o & 0557 2 AF S 20 2L 2
e U S e 2 e o S S by a2 2 Lo o S i

:(Motives of Cash Holdings) QVL‘MU’» Z:éjd/w 23.3

Jf“d/ﬁakﬂ/b)&/fﬁ;b’ﬁ;b’éﬂa‘&/?-LLD{//L@‘ Jdﬂ’;/wigu/@u}ﬁﬂmzm
“General Theory of Employment, Interest and .,«C(J.,I __(Keynes) /”»(-U.? 2z, uf 4L L
_Lgd/wu;d/MGAﬂufJ}y/Lé/uﬁugfdﬁuﬁMoney”
(Precautionary Motives)e§ Lf (#1_2  (Transaction Motives)=§/ Luj ) ﬁ-l
(Speculative Motives)e§ % §is41s 2 3-3
Ay Jg'%!fdﬁazlﬁ‘! Z u:;gjg&’lb‘éfz’./ :(Transaction Motives)=§/ d:u:;d..l
ff s, Selol 51 210, S t‘c"_l%//c:’} el dir B S ST N1 L o ) I A e

303



SSBL 2, B ad s fpor g Shakoc o2 Std E i3Sz o 20 p S hsb P
F e Et § el 51§18 £ Usass et 76 Foe 218 (Transaction Motive) 2t/ 61
S szs B 1645 E ol £ 3o Sloe bl A L ol 212 et E S st ect L F s
:«lgljlui_%(}/(bl/l;/ﬂluﬁﬁ!;nglgljid;gd_‘a(}lgf//gu;/l}iLolglﬁdul_ujugm
oG i st e Sep il 26 e Ly Uk AL E S
Py (ﬂuﬁgjﬁ; s L0

b i =, % e Ji5 e U:V: /,-f Lass d/ f‘v :(Precautionary Motives):ag/ﬁf Le12
bR S SeelJe U Stk U - L (Precautionary Motive) 425 (§' U 19145 (§ S 48 s
w3k A oot 2 (Precautionary Motive) Y 0§ & 158" 2 L 4 L UG w32 3 22
L LIt s S s biolo 361 sE sef i E S el F s e b &5 il sam
e bbb F S e R L s

“i Z &9 [}Af LJ?V-‘L J} d el =9 S - (Speculative Motives) :«K/d);ilo/.?.:‘-S
SedGlre Qe§ s FL U Lo L6 G0sd S b e Qo S s s s
e §n el S T SEr KNS i1 e Sa P s
S I WE eIt - (e Gk s s SE T S E - S U5 U
LIV LSSt 35 LK p o d P e b ) S5 b2 S
e B

(Objectives of Cash Management) 4% (5 sz‘ U3 d,l'd' 23.4

e Ut a1

SIS S KL A2 e A S S Lk

6 Jw;/f ,,)u,ua,méé SRS~ 10alS IO

YT W P P I 5} Liquidity) el SAsK-4
S SNk e st Sl GE s S b6

LA A Knd Lol IS A8

I S P LK A e P S A L (Working Capital) gl K2 £ sK-9

304



-t Jt.»“w:d,@/gt/dwuwf e ld S 6L Ak 10
_%ﬁﬁaaﬂbﬁglgnuwﬂguﬁl1

(Advantages of Cash Management) &'1# Z - LAy & 235

e Vit i L 188
ettt Al B a3t S S U a1
S LN s L f g 2 2
P s = S e bl A1 3

e Gt ) o Liquidity)=dl S s
Y28 S LtV AT Y SO I PR
~E b e el 26

—c bl LIS A B c;uﬁ: Blsdss . al.L4 =3y 7
-‘4L"ndgdl.’3"lwngdl./&zgug.8

BRI PSP P P YO £ 5L

e G a8 P2 LK 10

e Gt IS K Lo
et A K A K12
_‘LgLJAUﬁéfd/u;w/_l?)

(Limitations of Cash Management) (J*l Z - B¢ i 23.6

—e WUt U A B

LT St s e ar p SN =Ds IS 1

KL 2 Bt (S8 813 P2 L 1oe (e PHE s A IS
-‘ggn/@

e S TGS E SIS B S o5 G L b i S B o 26T

S S o G L NS Bwl L L S A

305



bat‘n,lfnglbﬁlﬁﬂuﬁumﬂﬁé,gdzléﬁ uWﬁujz_/ia)?/zw@!dﬁZt‘L}f_S
—e bbbl iy U7
_‘L&Clgd/wl}o)d//?/?&L.}j_‘at‘nuydeiu’l‘Ll:’nd'llpé}@&,}‘dzgugfbng@ldﬁ]‘6

S st Jodleetl § o BHS B 23.7

(Importance, Functions and uses of Cash Management)

S A GBI o Ui K6 B e § i 67 2 K Ut Qb S Ao B0 6
[L&/)/QMLJL&A/}-VL?&-(U:;gj’,@‘Jd/&]L/L;“L&/)/JJEU(-‘L&EK%@(JQL?‘/"
5;-9&6&1’749@,3&«,‘)’1/(& Lo A S broild & L s K 168 Uk 1.5
Lﬂmuﬁgﬁsﬁ)u;,gﬁuJz»w};d,té-‘amdwgﬂv&K,la//;mung&A,.,;/“Jﬁ/ﬁjgwi
&
b e sl -1

D Br S Ut i3l (o AT S b A et e F Kt S S8 e
L PGl e §ess p e b T e 2 B ad 2o S
c«%oliuﬁ:l;lr,wd/c«l.}/gl?;iu.‘}g-cb-gngfilauﬁca&:ﬁﬂolz”fw/vﬁuﬁcur’urc.&’;/'zlwl
Sl G e 7 BT 6 U U 1 S K e (U S e Ln
_‘Lt'}’f’&g')ﬂ;u:ﬂz{dﬁé(f?‘at'/r/y&'{fg.&&/?‘&.‘ft’/{id'_%&%
:(Use of Excess Amount) J&16= s S22

e b SUP  r Usir e  L e I MK 2 51 bstU Bl a8 A=
_‘Ll:‘Z/:'lu;)/?éL’/C/:'J/@}/gcu’?‘a‘fg/,é.@//;ldﬂl&/g?L’/U;;ﬁ”,:l./ DN K os 2
Lt U K A G T P62 UL L 2t BBl 5 el 2t
e P S B S BI1B k) SbtLe S oI P S S
:d:}’(/?d}ﬁ-:}

Loy I 36 s Sl b S P S L 1 a1 §8 G 2t 25 Lu’ijg dAs
JJE}/K‘JFL/J}%/’&@’].'d/)/z/:;_gij/ﬁb’ngg’j’&gé,:«!‘:ﬁ/?&’ﬁﬁéjg}/g‘ﬂlg

306



oS f E MK LS Do A £ Bt S, Zkkrdpb b e
e Pl Us P 8B = P oKl
:t/u“”:blﬁ‘fdﬁ]A

;zruﬁ,&gﬂéjgw_‘a%ugz;_;::u/,/u}fm{af B e A1 L et IS Ak

ivif’mu(ow;”d/gu(_ujZ_/JLﬁuﬁA,&fLdﬁ/f“/;ﬁruﬁbﬁ./?(téjgu&ﬁ“/
S JdﬁLJQ;JKLnézﬁ',‘/u’?u'd/gu@»g_wz_/dl.»“ﬂu’fuﬁd/z}Juijv
_‘LJLM uﬁﬁ_/@'ﬁuﬁ.‘GLJ_//UJ{,L//:)/@L}JJZG_
:(Maintenance of Liquidity) ./} s edl5

ok s i3 3uT el £ bt A1 So et 6 i S § Ao A 08
oo § S bl A -‘L&nu’ﬁfu::«Ju@ﬁwumuﬁwﬂuiu_‘LJnugJL' 'l
Yy
:@";J/@u(.é

S - bt S 1 BB L L P s SKE Tl p L Nasb ool 2
K LG TS Ko b S08a P Uy o Je§ ek & Ll o
Selfs e QP &I ke 13§l B Qe S P AELS P oS 1 S
e Ga L S F AP K e a§ IS B (F U b p N KB L)

(Basic Principles of Cash Management) J}"’ dﬁyfixf‘@’dﬁd@‘ 23.8

|k bl £ 35l 1 el o £ B B H c bnt MSK =l e B S
_‘L(QUZJJ,;’}J/QLJUJLJFIsztb'}!dﬁjdlfaujé’_n
:(Accelerating the Receivable Process) l?/(b};,d Y40 Jf [2 )’Ldr’;-l

S dsoide LahF 2 sivosidecd s b S St S G P Ldsos S s
PEPAPH YRS Py 2 (YD SO Y I N VT SO IR, AN o AN (NI ¢
G s $ P e e a gt LS ML L e Seld g Lk
_‘L,A?djﬂKy@ldﬁd@dﬂ;cﬁugfah}/-w
:(Reduction in Expenses) U{ Sl 7122

307



T ot E SUF ALl P gt n =t A1y e £ U3 U s
L/l}"lL:«/;/‘J/@)/{.‘Lt‘nﬁéf“gfl./djgugcé_g}fG’/vu!Lﬂé’./@llﬁ'ﬁd/g@!/'ld/;//;;-uj
leedrresd, st L P MebnJbersia Sl Shai Sl it
== ;w:ﬁ_i.lg lﬂ:'//f),o /&fﬂ/ u(oj}(Turnover Rate) :«55} C//:':/.L;» JQM/ o) Z Sars
A AE1SB LSS Sl Aol o bl A F O A Lo nad Ay daF e
_‘afﬁlpkb
:d;t{,l.//,uﬁ,ct'ﬁ‘f,l./‘}” 6-3

e f Gt P A e i L et IS N eF Ll S1c bl Clr o AU A
Sl S5 bt KT L Lot 506 Lo C S U5 A S i
L ST 2 e el Pt g St i S P G B U s
JL»"v“tu,JrLumudz}:tﬁd/ahhfsdiyJ@tzvgg+rgﬁvgt/w;wJ¢L§/fG
st FesF e St e n Ll s f e b e
Js /‘f/’d,fj y It

Aot Qo L b e g 26 Qe Fof SF e 2t ea b 1 T =8 305 5 G 2t
uﬁ;;d4jzlp)’iLcaJ:r"uﬁzi,@‘d/%-c‘-t’n,ﬁgcalfd,g]'/wﬂiic«»ﬁ-djl,gf
uﬁL/J@;fuﬁ}-c‘-Jngl;u{uﬁ — Z(Current Ratio) e+’ Ul # - S L 3ol i gy L
-c‘-&n(}"”az‘%{w/} szﬁ;zrw/;;/gaf;gt/ﬂ
S5t de 55 s (&1 £ 8 «(Cash Management and Cash Balances)y#.s! .+ &6 5
b ket 3 Al B o Bkt Sl et S i IR I A SN IR AP et b
Jr Pl falr 8 St misr S essp dont o (ot Jo 58 2d St mure S50 p B
S e b0 U’Q,L?u/'ud/g,/{'%utc/wc‘_dtg St G2 dros s s Sebf e
LJLUK-CL'_V}’ZJA/W(/E}&;/K“/AZ:J’_wz_}’?,&/li/"’?&l?lj’éﬁéuidu@jg&:d’//cﬁaif
e bl AN Eiisdsosatd,

VKSR A S e Gl At b LAt s A2 £ Er bl A1 ier 2
%/Jg@édraiau d/ﬁa@/d}'ﬂ]-agéfuﬁfﬁl;iJJ;Wa?;d/d@ S uj':é(Cash Balance)

308



sl byt ol e LG L dses J&L;J-‘Lt"’u: Ji(lb;l KUY L.L.&?Jﬁdﬂ_ujé//
_‘Lgn,ﬁgy‘@d/@ﬁ/)ﬁ/dv@-%&ﬁéb({dﬁk@%éuqblJ.:«lglj!&d/l//

(Investment of Surplus Amount) J:}’; J - l,} JJZ 6 23.9

[ seble e Qebar LU fagnr Le & seded el TL L sk
A e LU A K e b P A e 0 Lot et I A
SR UL ekl LA rd7 ) nectold) Bl ool b r S A regr
I SIS r JU1 e s Kt 25T o Qb LS e e A 6 S ke
s e b HE Do Lk oS L e b o A1 Lo 4065 2
LUt L e b U 1 b S o i e Pl
AL IS Gad b 5P

J’b,l.//uc,au/-‘agfd/lggwiLL//‘f’b,L/cjg}nLcu;/ggt(j%‘/ﬁ

ng.L./vLyz?.L?/;)fC?/l}c;@/}/-Latnﬂ’bm?idl./,:(/'cu’?tat'n,;l&l uﬁ._ﬁzb-e/‘/’:u;i;r/?.g/

B2 (PN R Py yaps dnd s Se U e en s SN L e Lt S U
_LlyJd/K,L/LniAsi“/aa‘&;iLL/J‘l;&,«T,’MégLLJ*Gu;
/Q;/K.ujjé(Surplus Amount)g/gfiﬁff“uzruﬁ/l,ﬁf/u‘;u);?l;!EQ;&o/Jué;@uK
6B e N bl piss £ MK e b TS S S e e P U
U 138 Je e £ F s Jbe b A3 o Gl 5T i
Je Z el ottt n o E 430 A1 £y e JE A L1 E s
—e U uffus(’«ugé
5% v KU ) 74 KJ}/?(}QJ?QIJWW:'UQ’MJJ/"/@LLJ’s NANE SR
e (FLls
b Lok 22 Lo ol flen 11l it S e aidad PG 2
ek e e fi2elF oS50 A G1-e dn b duT b ov e P o (Foy et
s m-e b P GuTSor e U e b eils Ut b a1 st 2 B T F
cBEJF e il e

309



S e g S AT U6 ALK A i3t (K A SR 3
e b EF A e L uT e 2
sty pon 7§ P7 LUy’ Sl 20 U 312 23 A1 L6 A L P72l 3124
e el T Ut P iipe o e Uit ga 77 eld e
8@c,w_‘a(};ué’K“/J”Gfg_uggfﬂﬁlsfﬂ;zruﬁ/wmc«,oﬁ/uﬁ/gw
S S eld s J e b Pl e it SEK A Cad LG S 2 L0 S0
Jeidse ot B L1 LA S e ueh 3T L P S e $npd Laef =
Y-

[]

(Learning Outcomes) 60«@1,'1(! 23.10

zwlbﬁldﬁt/(l&uﬂ;uﬁﬁ;{&)/;)&ull£d}ﬁ/g/uf/p/g.‘ad"}ﬁlmd;.l{'tgjgugxﬂlbf!dﬂ
S St Sk F LG SNy Fo L p L s el
A Kt L fled I Ak Boetlo QS Mk B EH o dn fledh e
JJW:%&&»’J-§.GL@JL@1‘;JWu£,L/ U ﬂ;cd;/w/u;w;ﬁ-‘aw‘fdfﬁ‘
c«lgijl-‘ggL)A Pl bﬁ%uwuut“)u(atgui'ldﬂ/j ZsKopdn S os1d 36 b edoa
LS S oo g ab el S e b S e A K L A L
jJH“/ J”B/f“/ Su f///.” L Je1 b oS 6 usee S8 § 2 Fos B S
L eI s KN L

(Keywords) EUJ’d/Q;K 23.11

e S B SUIE U Ak (Liquidity) edb

sl AP Qa8 S L e £ B U MK (Cash Inflows)sl o a1 5

S eI Gt 848 2668 Lo\ LS A ((Cash Outflows )il bs 2655
Ny

_%%iitfdf”uﬁ/wm(/uwﬁzic”/K“/;v :(Investment) &b/

e bl St 2308002 n L e3s 1§ ot U2 S ((Speculation) $ssts 2

310



(Model Examination Questions) < U/l # dg".’d"; 23.12

NN AN N

N~ N v

:é/’fu”édl}
_ujg"fflg( /ﬁ}/wbuﬁjguﬁl

oy S S Ui U2
oy A3
- o L 504
< o peslB 5

sl

A a6 B st vesd 1

S S  ind 5P 2

bt 2 FIEAE A3

I N 32 5§ BS54

L“ﬁu.?}J'lnr/?Li;/bugfﬁ"/uﬁbﬂ-S
Za@!ﬁ&c«ﬂ!}’/’g

el LS

S LS 2

Eeolsesl e & oI iy LS 3

_E S eSSBS ALK 4

_EEeoloe sl Ve (Liquidity)edl--5

LS S L BB 6

LS S aels LSBT
oﬂ!rd_/rol,i;?d;b

S e Snl Sy P BB 8

_szug/uy:uﬂm}zi{wﬁudﬁ&

B eI BB E-10

311
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(Receivable and Inventory Management)
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Introduction /31’? 24.0
Objectives #2411
Meaning, Concept and Definition of Receivables — /‘j spd (5 z:dr")!.,el} 242
Bills Receivable and Payable Jmﬂyﬂuﬂdr’)!bﬁ!} 243
Bills Receivable Management sl g J!";J!..».l} 24.4
Meaning and Definition of Inventory - /‘j 23 (:z'” (& Lo /..7 3 245
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Learning Outcomes éﬁldm 24.9
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-
I L5000/ -F L Ledd Sl SE2017U 4110
Bills Receivable Book
S1. L.F.
Date of Receipt Drawer | Acceptor | Term | DueDate | Rs. Remark
No. No.
April 4
1 Jan 01 2018 Self Jaber 3 Month 3,000
2017
April 6
2 Self | Nowshad | 2 Month 1,500
2017 Discounted
Aug 13
3 Self Shaker | 4 Month 5,000
2017
9,500
Date Particulars Amount Date Particulars Amount
2017 April 30 To Sundring 9,100 | 2017 Aug30 | By Balance ¢/d 9,100
9,100 9,100
2017 Sep01 | ToBalanceb/d | 9,100
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Date | Particulars | Amount Date Particulars Amount

2018 Jan 01 | By Bills Receivable b/d 3,000
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:(Average Collection Period) :ﬂolwl‘,( drs
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Total Receivables (Debtors)
Credit Sale

Average Collection period = x No of days in a year

No of Working days in a year

OR

Debtors Turnover Ratio
(Debtors Turnover Ratio)l /" d/ )

d/)ylﬁaﬁJ;’/Ji+l:‘/};t£/ﬁd&*nL(Debtors)/bc[)/;!c«?'}/./lml;?LLC/‘("i.{ld

_‘at'(g.l{-';a/ =y
Credit Sale

Average Debtors

Y2k A(Doubtful Debus} S e f U b ES s 2tsslibe s S Debtors

Debtor Turnover Ratio =

Debtors = Debtors + Bills Receivable (Doubtful Debt not deduct)

J&
¢-2/5,00,000 = (Credit Sale)3s/ s1<e_1,3,00,000 = (Cash Sale)=s /8 S L]
¢-2,1,00,000 = (Debtors and Receivable)JsHzlss Ustoe/ s J-giuss

s (Debtors Turnover Ratio).s/(Average Collection Period)ee 4 d/ Arosbrsls
= g -
Credit Sale . J,

1. Debtors Turnover Ratio =
Average Debtors

Average Debtors = Total Debtor = 1,00,000, Credit Sale = 5,00,000

. 5,00,000 . . o3
Debtors Turnover Ratio = 100,000~ 5 times /,:g// Zy/;u:‘f

ol sz 5t pssdon B
Average Debtors 1,00,000

X =
Credit Sale 5,00,000
No of working days 365
= =73 days

2. Average Collection Period = x 365 =73 days

- Debtors Turnover Ratio - 5
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Dbt ed G e S ? SUpb Ut St 2557 Ut o d S a0 P LUl
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et S A1 NS e Sn ks 23 5 b,/bz_‘aénd“ b E S L P s F e S

(Inventory Control Techniques) % / .L. ».«gf 4':&) /J‘U/v /..7 3 24.8

K L&lf}d)ﬂd}]f@g]!_‘abﬁdbg@ﬁl&guﬁ UM S5 s d_s% s
23 LB W SIS s B L Jf JE St En S i3
AWIP) UL 2770 20 L b e bl s 23515 S S 6 1 e bl s &7
Je G L S A ui'ém}/,/‘_}/uuﬁ/m&/wE}JL(G-L@C@%/Z'}&KJL&M/wE
A B bn iUt gy Sar LU Pl Z5out 2 b S A1t S o Ut Ao
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VED Analysis-5 ABC Analysis-4 JustIn Time-3 EOQ-2 Level of Stock Setting-1
L:«uﬁu((/'-cc-t'nd/;/’mdJUL‘/'/d"J:KA,&V u(o/.?';’ :(Level of Stock Setting) 5//‘&&25
_‘Lgfgux.uﬁd;’/u;@}ﬁu:gi’gfu:;m&dﬁj}-‘attglfgi’jl{ﬂﬁJD/Z';’LA;M
(Minimum Stock LeveD) & o> F1ds 23Gi) (Re-order Level ) & §4Tads ()
(Dangerous Stock LeveD) & Jt# s #5(iv) (Maximum Stock Level) & 516 25 Gid)
:(Factors Effect on Inventory) JIf 11;1}14 0 23
NSNSV DRI S
((w::tf&7Lo/?;:gﬂ%é;’d}1,f_+Juﬁljuxlﬁ%a/é;ang&J,;toj;g(uﬁayﬁ&/?;‘_l
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P e e

323



e G Wb ess) g doba - Se it 40 250 F s Aok 2SS Lo 252
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¥ (Lf"l Az gé 7 be_bsd_sZ . (Inventory or Stock Turnover Ratio)l /‘d/g,{ X J ¥é
ULL 28 UE U g, ST S bl 26U U L5l U UP el 2
UAGG S Fiea b P ondbf 2t e e 2 S k- blle 25 KLr 52
CAS S e fesspy dse p 20 v 2 Gooup & Inventory or Stock Turnover Ratiod”
o e b6 230 e U S S B B 6S e3p2 0 f n SUteet  p6f
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Costof Goods Sold
Average Stock

Inventory Turnover Ratio =

Cost of Goods Sold = Sales — Gross Profit
Opening Stock+Closing Stock

Average Stock = >
GG bl T 2o b et 50 2G4 o 2300 2G5t L 2Ud w2 o s
ki (BN L S sls 2w & e3s J 7 o NS e b S 6 S 572 2\ 230 S0 2
=5 AU S SN ol U P AL PSS e $o s (i e S S U5
A s e Pt s Fialie e o Ut oS e b S 26 e St S 6
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_§_ttgu3£} f v Y SN L $osala 25t se Sl il S 2
£ 3/1,00,00086 (6 «&25,00,0003s S lest sl S (L 2
U A 3o 930,0000. 2508 ATL et 3150,0000 2 50511
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Cost of Goods Sold

Average Stock
Opening Stock+ 50,000+30,000 80,000

Stock Turnover Ratio =

Average Stock = = = 40,000
2 2 2
Stock of Good Sold = Sale — Gross Profit = 5,00,000 — 1,00,000 = 4,00,000
. 4,00,000 .
Stock Turnover Ratio = =10 times.
40,000

;Jllrf_ba&@lé’fu&d(:ﬂidﬁﬁgﬁﬁuif(Cost Accountancy):LA/JU?D/d/}"é}; 'L
e S AT S A

(Learning Outcomes) 6@(}% 24.9
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(Keywords) J:’Ubl’djgg 24.10
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(Model Examination Questions) «= U/ (}l?',&!‘; 24.11

:_awrf‘

_aijgluyﬂéﬁmmq;.z _éwuﬁ‘aﬂ/y/cgw}léﬁ.l
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< Lok’ Debentures Turnover Ratio (b
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B ol S F 2 25210
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6,00,000 St e JEL213,00,00055 3.8 U1 -23/15,00,00053 4 20l S e - 14
_&E+”(Stock Tumover Ratio) 26U+ §o 2 57¢270,0001.6§o 2331 s

= 0,235 816d_5112,00,00023  Ao31 2Ul-cd_34,00,000253 2 8 200 S e L5215
U PSS 6 A 3r L 2,00,000 = 5.2 560F1 e2301,00,000

(Debtors)3,OO,OOOJi;Q’):a;u 1 2,00,000:«55/./&}!,%)VA;JJS,OO,OOO=;’«5:/.}'°J;UV_ 16

Average Collection Period<Debtors Turnover Ratioqa“_u2,00,000Jr’)’l._,elud“_u
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TableA: Compound Factor Tables(CF)
TableB: Annuity Compound Factor Tables(ACF)
TableC: Discount Factor(DF)or Present Value (P.V.) Tables
TableD: Annuity Discount Factor (ADF) or, Present Value ofan Annuity Tables
TableA
Cempound Factor (CF)
Percent (1)
Period
() 1 2 3 ¢ s 6 7
Bissideansians 1.010 1,020 1.00 1.040 1,050 1.050 1070
iy 1.020 1.040 1,061 1.082 1.103 1124 1.148
BN 1.030 1061 © 1083 10125 1158 10191 1.225
d.. 1.041 1982 1.126 1.170 1.216 1.262 L3N
[ R 1051 1.104 1.159 1217 1.276 1338 140
Buviaarans = 1.062 1.126 1.194 1.265 1.340 1419 1.501
oo s 1072 1.149 1.230 1316 1.4007 1.504 1.606
. 1.083 L1722 1267 1.369 1477 1.594 1718
e 1.094 1.19% 1.305 1423 1.551 1659 1.833
10 isicnians 1.108 1219 1.344 1.480 1.629 L791 1.967
| RIS 1116 1243 1.384 1.539 1710 1.898 2,105
1 ecasiscaing 1127 1.268 1.426 1,601 1.796 2012 2252
I RN 1138 1.294 1.469 1,665 1.886 2133 2410
) U ) 1,149 1319 1513 1732 1980 2261 25719
L N 1161 1.346 1.558 1.801 2079 2397 2759
USRI = 1173 1373 1.605 1.873 2183 2540 2952
| A 1184 1.400 1653 1.948 2292 2693 3.1%
18 & @ 1196 1.428 1202 2206 2407 2854 3.380
C | PR . 1.208 1.457 1.754 2107 2527 306 3617
of PR - 1.220 1.486 1.806 2191 2653 3207 3870
R e . 1282 1.641 2004 2666 3386 4292 5427
30 iiiis oo 1348 1.811 2427 3243 432 5743 7612
7 Y — . 1489 2208 3262 4,801 7.040 10286 14974
B0 onasasata 1.645 2692 434 7.017 11.467 18420 29457
~



Tauble A

(CF) (continued)
Percent (i)

Period ‘.

(] 2 9 19 ' 12 13 4
 RORTRIES “ 7 1080 1.090 1.100 L1110 L120 113 1140
RO 1166 1188 1210 1232 1.254 1277 1300
 — 1260 1205 1331 1368 1405 1443 1482
Smivs 1360 12 1464 1518 1S 160 1689
TR 1.469 1.539 1611 1.685 1762 182 1925
s 1.587 1677 m s 197 2082 2098
1714 1828 1949 207 2201 2383 25,2
Bt 1851 193 2144 2308 2476 2658 28%)
- OB 1999 217 2358 2.558 2m 3004 1282
Wosoorssry, -~ 2189 2367 2594 289 3106 3N 3707
| P R T 2580 28537 3182 3479 3836 426
Reviies 2518 2813 - 3138 3498 M6 435 4gis
B e 27120 3.066 3452 3883 4363 4898 5492
- HE—-— 2937 3.342 3997 4310 4887 5835 6261
T OISR 1M 1692 a7 47S  sam 624 7138
! RO 3.426 3970 4595 5311 6130 7067 &1y
| SR 3.900 4328 5.054 5.895 6866 798 927
Y——— ] 3.99 N7 5.560 6.544 T6% 9024 10875
Wi 4316 542 6.116 7.263 8613 10097 1208
Wi 4651 5.604 677 8062 9646 1S3 1343
- 6.843 8.623 10835 13.585 17000 21231 26462
Wi 10.063 13.268 17449 228 2990 9016 50950
Mciaia 21,725 31409 45259 ' 65001 93051 13278 1sss
30 i 46902 74358 11739 18457 28900 45074 70023
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Table A (CF)(continued)

Percent ()

Period

(n) 15 16 17 1 19 20 5 30
A—— 1.150 1.160 1170 LI180 1190 1200 1250 1300
T 1323 1.346 1360 1392 1416 1440 1563 1690
. J— 1.521 1.561 1602 1643 Less  Lms 1953 2197
e 17149 1811 1874 1S 2008 20 2441 285
I . 2011 2100 2192 2288 2386 2488  30:2 370
B 2313 2.436 2565 2700 2840 2985 3815 4827
- SR 2660 2826 3001 3185 3379 358 4768 6276
o 3.059 3278 3511 3759 4021 4300 5560 8457
R 1518 1803 4108 4435 478 5160 7451 10504
Wi 4046 44N 4807 SB4  sEs6 6192 9313 13786
) AR wgs2 SNT SE4 616 . 6TIT 7430 ez 1792
T R 5350 5.936 €580 7218 8064 - B9I6 14552 23298
|} LR 5 6153 6886 1699 8399 9596 10699 18190 30288
18 cisnnrene ‘ 7.076 7.588 $.007 10.147 11420 12839 22737 393
L PR 8.137 9266 10539 11974  133%0 15407 28422 51186
7 R 9358 1078 12330 14129 16172 18488 35827 66342
') e J 10761 12468 14426 16672 1924 22136 44409 B854
. — 12375 14463 16879 19673 22091 26623 55511 11246
Nty W232 16777 19748 23214 27252 31948 69389 1619
Y 16367 19461 23006 27393 12420 38338 86736 15005
/. PRI 32919 40374 50658 62669 71388 95396 26470 70564
) 6212 83850 1107 14337 13468 23738 80779 26200
7 %786 BT2  S147 75038 10517 14698 75m2 361N
S L0837 16707 25662 39274 59889 91004 70065 491910
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TableB

AnnuityCompound Factors(ACF)

Percent (i)

Perlod

() ! 2 Y 254 5 6 7
e 1.000 1.000 1000 1,000 1000 1000 1000
PR 2,010 2020 2030 2040 2050 2060 200
Y 3,030 3,060 3091 322 318 318 3s
-y 4.060 4122 4184 4246 4310 4375 44
. PRI “ 5.101 5.204 5309 5416 5526 5637 5951
B 6152 6308 6468 6633 6802 6975 718
e 7214 7434 7662 7898 8142 8304 865¢
g 3286 8583 8592 9214 9549 9897 10260
Y— 9.369 9.755 10159 10583 11027 10491 11978
[ A 10.462 10950 11464 12.006 12.57% 13.181 . 13816
) [— 11.567 12169 12808 13.485 14.207 s 15.784
Parasin 12683 13412 14.192 15.026 15917 16.870 17.888
I 13809 14680 15618 16627 1773 18882 20441
T 14947 1597 17086 18292 1959 20015 2259
e - 16097 17293 18599 20024 21579 23276 25429
7 - 17258 18639 20057 21825 23657 25673 27888
i is 18430 20012 2762 23698 25840 20213 30840
TR 19615 21412 LA 25645 28112 30906 33999
CI— 0811 2841 28117 27671 3059 3760 37379
Wi 22019 24297 26870 2978 33066 36786 40995
L - 28243 32030 © 36459 4166 1T SAEES 63249
Wi 34785 40588 7575 56085 66439 79058 94461
VA 8885 60402 75401 95026 12080 16476 199.64
L 64463 8459 11280 15267 20935 29034 40653
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Tablen

(ACF)(continucd)
Percent i

Period

() s 9 10 1" 12
R 1.000 1000 1000  1.000 1.000
- 2080 20 2100 2110 2120
Saiiii 3246 L3278 3310 3342 331
ity 4506 4573 4641 4710 4779
S e 5.367 5985 6105 6228 6353
i 7.336 7523 16 7913 8115
; A 8923 9200 9487 9783 10089
- AT 10637 10028 11436 11859 12300
| - 12488 13021 13579 14066 14776
10, 14487 15193 15937 16722 17.549
', P 16645 12560 18531 19561 20655
B 18977 20041 21384 22713 24133
i 21495 22953 2453 26212 28029
(| S— 24215 26019 27975 30095 32393
C AR 27152 29361 31772 34405 37280
oo 30324 33003 35950 3990 42793
7 ST 3750 36974 40545 44501 48884
| 37450 41301 45599  5039% 55750
| 41446 46018 SL1S9 56939  63.440
2......... 45762 51160 57275 64203 72052
B tiia TLI06 84701 98347 11447 13333
Miiuiiiis 11328 13631 16449 19902 24133
40....r.c. 259.06 33789 44259  SB183  767.09
SR 571377 81508 11639 166838 24000
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13
1.oop
2130
3.407
4.850
6,450
8323

10,405
12,757
15416
18.420
21.814
25.650
29.985
34,883
40417
46.672
53.739
61.725
70749
80.947
155.62
293.20
1,0i3.7
3.359.5

14
1.000
2140
3440
4.92)
6610
8536

10.730
13233
16.085
19337
23.045
2727
32089

37.581 +

43,842
50.980
59.018
68.394
78.969
91.025
181.87
35679
1,3420
49945

i3
1.000
2.150
3473
4.993
6.742
8.754
11.067
13.727
16.786
20.304
24349
29.002
34352
40.505
47.580
5.7
65.075
75.836
83.212
102,44
21279
43475
L7791
72177




TableB

(ACF) (continued)
Percent (i)

Period

) 16 % 1 19 20 2 30
Ll 1,000 1,000 1,000 1000 1000 1000 1.0
RS 2160 2170 2180 2190 2200 2250 2300
LI 3506 1539 157m 1606 3840 383 3900
S 5.066 141 5215 5291 8368 S:6 6187
T 6877 7014 7154 197 M2 8207 9043
. 8977 9207 5.442 9683 9930 11259 127
R T a4 nam 1242 12523 12916 150 © 1758
... 4240 14773 15327 15502 16499 19842  msss
T 17519 18285 1908 19923 2079 25802 32018
W 21321 22393 20521 24701 25959 33253 42619
T 273 27200 WSS 30404 32150 42566 56408
i 0850 32824 MO 3780 39581 408 M3
' RO 6T 30404 42209 45244 48497 68T 51625
T asm 410 50818 4841 5919 869 12791
15... S1680 56110 60965 66261  T2005 10969 16729
W 60925 66649 72939 79850 87442 13811 21847
esea 61 78IM 87068 96022 10593 17364 28501
B 8041 93406 10374 S22 12812 21805 Ins
L — 98603 11029 12341 K17 1674 2356 48397
Wocisaa 538 13003 14663 16542 18669 34295 6.7
o N 211 U260 4204 47198 10548 23488
- 5031 64 79095 %67 L1819 32272 8700
s V608 LIS 416321 5598 73439 3008 1203930
L 10436 15090 2813 3515 45497 280256 165976
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TableC

PRESENTVALUETABLE
Present Valueof Re.] payableor receivable Annually for N. Years.
Year % 2% 3% ‘% % 6% 7% &% N Ioi
o1 0.9%010 093039 097007 0.96134 095238 0.94340 0.93458 092593 0.91743 0.90909
02 ‘/ 98030 96117 94260 94260 90703 35000  .B7344 85734 B46E 82654
03 97059 94232 91514 88900  .36384 83969  B1630 79333 77218 75131
04 96508 92385 83849 85480 82270 79202 (76290 73503 70843 68301
0s 85147 50573 86261 L2193 J7E3S3 74726 71299 68058 64993 62092
06 54204 88797 83748 79031 74622 70496 66634 63017 59627 56447
07 931272 87056 81309 74992 (71468 66306 62275 58349 54703 51361
08 923438 85249 78941 73069 67684 62741 38201 54027  .50187 46651
09 91434 .B1675 76642 J70259 64461 59190 54393 50025 46042 42400
10 90529 82035 74409 67556 61391 55839 (50835 46319 42241 | 38554
1 89632 82426 J242 64958 58462 52670 47509  428ER 38753 35009
12 88745 78849 JJ0138 .GZfGO A5684 45597 44401 39711 35553 3IR66
13 27866 77303 68095 60057 58012 46B84 41456 36770 32618 28998
14 36996 T5787 S6112 S7747 ° 50507 44230 38722 34046 29925 26333
15 86133 74301 64185 5526 48102 41726 36245 31524 27454 .2)9:\9
16 85282 72845 62317 53391 45811 39365 33873 29139 25187 21763
17 Bad3s J1416 60502 51337 43640 37136 31657 27027 23107  .19784
18 83602 J0016 58738 49363 41552 35034 29886 25052 21199 17986
19 82774 68643 57029 AT464 39473 33051 27651 23171 (19445 .1635)
20 81954 67297 55367 55639 37689 31180 (25842  2]453 17843 14864
21 21143 65978 33755 A3883 35894 29415 24151 19866 116370 13513
22 80340 64684 52189 .42|9.$ 34185 27750 22571 (18394 15018 12285
23 79534 63416 50669 40573 32557 26180 21095 17031 (13778 .11168
24 78757 62172 49193 39012 31007 24698 19715 15770 .12640 10133
25 J1977 60963 47760 37512 29530 23300 18425 14602 11597 09230
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PRESENTVALUEOFRE.1 PAYABLEOR RECEIVABLEANNUALLY FORN.YEARS.

Year 1H% 12% 3% % 15% 18% 17% 18% 7% 20%

0 050090 0.89215 0.88496  0.87719 0.B6957 086207 0.85470 0.34764 0.84034 082313
02 BII62 797189 JTJE3LS J6947 (78614 74316 73051 .1“." J0616 65444
) J3179 T8 69303 67497 65752 64066 62437 60863 3932 57370
o4 6587} 63552 61332 59208 STI7S (55229 53365 51579 45905 48228
05 59345 56743 54276 51937 49718 47611 45611 43711 41505 40188
06 53467 50663 43032 45559 43233 41044 33934 37043 35214 334%0

o7 ALles 45305 42506 39964 37594 35383 33320 31392 29352 27908
08 A3393 40383 37616 35056 32690 30503 28478 26604 24367 33287
09 39092 36061 31288 26974 28426 26295 24340 22%5¢6 20357 (19381
0 35218 97 29459 26974 24718 22628 20804 19106 (17560  .16151

) 31728 2R74E 26070 23662 20494 19%42 _ITT81 (16092 14576 (10459
12 28584 25067 223071 20756 13691 (16R46 15197 13722 12400  J2216
13 25731 20917 20416 18237 L6253 14523 14523 12989 11629  .10420
14 23199 20362 JB068 15971 14133 12520 12520 11102 .DEBSS 08757

15 20900 18270 BRI J4010 12239 10793 09439 9352 07359  .06491

16 829 L 16312 14150 JA1S0 12289 (10686 09304  ORI10 07078 06184
17 16563 4564 125202 0780 09292 0R021 06932 05998 05196 04507
18 15282 13004 11081 09453 08080 07914 .05225 05083 04367 01756
9 3768 Jieny 09806 08285 07026 06961 .05064 .04308 03669 03130

20 12403 10367 08676 07276 06110 .05139 04328 03651 03084 02608

21 1178 09256 07680 05313 02313 04430 03699 03096 .02591 .02174
n 10067 09256 .067.96 05599 .046310 03819 03162 02622 .02178  .013M1
23 09969 07376 06014 04911 04017 03292 02702 02222 01330 01509
24 01370 0esat 08322 L4306 03496 02838 02310 .0I%R3 01538 .0I25%

235 07381 .035882 040710 03779 03038 02447 01974 01596 01292 01048
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PRESENT VALUE OF RE.1 PAYABLEORRECEIVVABLEANNUALLY FORN. YEARS.

Year 2% 22% 23% 4% 5% 26% 27% 28% 29% 30:-
ol 082645  0.%1969  '0.81301  0.80645 0.80000 0.78740 0.781 125 0.78125 0.78519 0.76933
02 £8301 67186 66098 66036 64000 62000 61035 61035 .6009) 59172
03 S6e47 33071 53738 52449 51200 48810 47684 47684 .C6.583 45517
04 A6651 A5140 43650 A297 460 33440 39253 37253 36111 35013
0s JB454 37000 .3‘4320 S4111 32768 30268 29104 29104 27993 26933
06 1863 30328 28878 27509 26214 24591 23833 22237 21700 20718
07 26333 .24859 23443 22184 20972 19834 18765 A 7766 .1 6822 13897
08 21763 20376 15083 7891 16777 (18741 L14T76 (13878 (13040 12259
9 17936 16702 A5519 J4428 (13422 (12493 11635 (10842 10109 09403
10 14364 13650 2617 JH1635 10737 09915 01161 08470 07826 07254
I 12285 Jd1221 10258 09183, 08390 .67369 07214 06617 06075 05580
12 10153 09198 08339 07567 06872 06245 05680 05170 04709 04202
13 03381 07539 06780 06103 05498 04597 04470 04039 03650 03302
14 06934 06180 05512 04521 04398 03934 03522 032585 02830 .02540
13 05731 08065 04381 03969 .03518. 03122 02773 02465 02193 .01954
16 04738 04152 03643 03201 02815 02878 .02183 .0192% 01700 . .01503
17 03914 .03403 02962 Q02581 02252 01967 .01719 01505 01318 .011%6
I3 03435 0278% 02408 Q1082 .0130L 01561 .01354 011785 01032 00319
19 02673 . 02286 01958 01679 .01441 01539 01066 .00913 00792 00634
20 02209 L1874 01592 OI354 01153 00983 .01066 Q0717 00614 00526
21 01826 01536 01294 01092 00922 00780 .00839 .00591 .00476 .0040S
22 01509 .0125% 01052 QO0BE0 00738 .00619 00520 00428 00369 .00311
23 01247 01032 D08SS 00710 00550 00491 .00410 .00342 00286 00239
24 01031 00848 00695 00573 00472 00390 00323 00267 00222 00184
25 00852 00693 00565 00462 00378 .07310 00254 00239 ..00"2 00142
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PRESENT VALUE OF RE.1 PAYABLEORRECEIVVABLEANNUALLY FORN. YEARS.

Year 2% 22% 23% 4% 5% 26% 27% 28% 29% 30:-
ol 082645  0.%1969  '0.81301  0.80645 0.80000 0.78740 0.781 125 0.78125 0.78519 0.76933
02 £8301 67186 66098 66036 64000 62000 61035 61035 .6009) 59172
03 S6e47 33071 53738 52449 51200 48810 47684 47684 .C6.583 45517
04 A6651 A5140 43650 A297 460 33440 39253 37253 36111 35013
0s JB454 37000 .3‘4320 S4111 32768 30268 29104 29104 27993 26933
06 1863 30328 28878 27509 26214 24591 23833 22237 21700 20718
07 26333 .24859 23443 22184 20972 19834 18765 A 7766 .1 6822 13897
08 21763 20376 15083 7891 16777 (18741 L14T76 (13878 (13040 12259
9 17936 16702 A5519 J4428 (13422 (12493 11635 (10842 10109 09403
10 14364 13650 2617 JH1635 10737 09915 01161 08470 07826 07254
I 12285 Jd1221 10258 09183, 08390 .67369 07214 06617 06075 05580
12 10153 09198 08339 07567 06872 06245 05680 05170 04709 04202
13 03381 07539 06780 06103 05498 04597 04470 04039 03650 03302
14 06934 06180 05512 04521 04398 03934 03522 032585 02830 .02540
13 05731 08065 04381 03969 .03518. 03122 02773 02465 02193 .01954
16 04738 04152 03643 03201 02815 02878 .02183 .0192% 01700 . .01503
17 03914 .03403 02962 Q02581 02252 01967 .01719 01505 01318 .011%6
I3 03435 0278% 02408 Q1082 .0130L 01561 .01354 011785 01032 00319
19 02673 . 02286 01958 01679 .01441 01539 01066 .00913 00792 00634
20 02209 L1874 01592 OI354 01153 00983 .01066 Q0717 00614 00526
21 01826 01536 01294 01092 00922 00780 .00839 .00591 .00476 .0040S
22 01509 .0125% 01052 QO0BE0 00738 .00619 00520 00428 00369 .00311
23 01247 01032 D08SS 00710 00550 00491 .00410 .00342 00286 00239
24 01031 00848 00695 00573 00472 00390 00323 00267 00222 00184
25 00852 00693 00565 00462 00378 .07310 00254 00239 ..00"2 00142
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TABLED
PRESENTVALUE ANNUITY TABLE PRESENT VALUEOFAN ANNUITY OF RE. 1

Year i% % In % 5% % ra &N 7% 10%

(] 0.9901 0.9304 09709 0.9615 09524 05434 09346 09929 09174 09,9091
02 1970¢ 1.9416 19155 18661  1.8594 18334  1ROIO 17833 L7591 |.73sS
03 29410 28819 23286 22751 27232 26730 26243 25771 25313 14844
04 1.9020 3.8067 317171 3.6299  3.5450 34651 33872 33121 12397 31699
05 48535 4714 35797 ' 44518 43298 ‘.21-2) 41002 35927  3.83% 17909

08 5.795% 5.6014 s4amn 5221 307157 49173 47685 4.62}9. 44859  ¢35%)
o7 67282 64730 62302 67020 35.9863 55324 53819 52064 5.0329 48664
0E 765N 7.3254 70196 6.9327 64632 62098 59713 57466 S5.534F 53349
09 £.5661 B.1622 7.7861 TA435)  7.1078 68117 65152 6.2469 39852 57590
10 94714 £.5825 85302 BI1109  7.7217 73601 7.02)6 67100 64176 6.1446

1 10.36M 8.7868 9.2536 8.7604 33054 7.8B6% 74987 7.1389 6.8050 641150
12 112552 105773 9.9539 9.3850 I'JGJZ £3838  7.9427  7.5361  7.1607 638137
13 12,1338 11,3483 10.6349 5.9836. 93935 8.8527 335.76 759038 74369  7.1034
4 13.0038 12,1062 11.2960 103631 9.8936 9.2950 8.7454 8.2442 7.7861 73667
15 13.8651 128492 119379 NL1183 103796 97125  9.1079 8.5525 R.0807  7.6061

16 147180 135777 123610 116522 108377 10.1059  9.4469 83514 33125 18237
17 15.5624 142913 13.1660 12,1656 11.2740 104772 97625 9.1215 8.543¢ 8,025
13 153984 149520 13.7534 126592 116895 108276 10.0591 93719 87555 82014
9 17.2261 156784 14,3237 130339 12,0853 11.1581 103356 9.6036 C.Q;OI 8.3649
20 13.0457 163514 14.8774 135903 124652 114699 105540 08181 . 9.1285 B.5136

21 188571 17.011 154145 140291 123211 107640 108355 10.0168 9.2922 36787
22 19.6605  1B.6580 15.9368 14,4511 IJ.“‘QO 12,0416 11.0616 102007 9.4424 B.INS
2 209552 132921 164435 148568 134885 123033 112722 103710 9.5802 %1332
24 212435 189139 169355 152469 137986 12.5503 11.4693 10.5287 97067 8.9847
28 220233 195234 174133 156220 140909 12.7833 116536 19.6748 9.8226 _9.0770
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PRESENTVALUEOFANANNUITY OFRE.1

Year 1% 12% 13% 14% 13% 16% 17% 18% 195 20%
01 0.90009 0.29%9 0.8850 0.8772 08696 08621 0.8547° 08476 0.8403 0.8333
02 1.7125 1.6900 1.6681 1.6467  1.6257 16052 1.$852 15665 15465 1.5278
03 24417 24018 2,3612 23216 22832 22459 22096 21743 2.1399  2.1065
04 3.1024 3.0373 29745 29137 28550 27982 27462 26901 2.6386 2.58%7
0s 3.6959 3.6048 3,5'1 2 34331 33522 32743 3.1993 31272 3.0576  2.9906
06 4.2305 41114 3.9976 38887 3.7345 36845 55892 34975 3.4098 33255
07 4.7122 4 5618 44226 42883 41604 40386 39224 38115 37057 3.6046
08 5.1461 49676 47948 46380 4.45879 53436 42072 40776 39544 13.5357
0% 55370 s.3282 50317 4.6494 47716 46065 44506 43030 41633 40310
10 5.8892 $,6302 5.4262 52161 S5.0188 48362 46586 44041 43339 41925
i 1 6.2055 593 5.6869 $.4527 52337 5.0286 47354 47660 44866 43271
12 5.4924 6.1944 59176 56603 54206 S.1971 59884 47912 46105 4.43%2
13 6.7499 6.4235 6.1218 §.8424 55331 53423 51183 4.9094 4.7]‘7> 4.5328
14 69819 6.9282 6.3025  6.0021 5.7245 5.4675 52293 S.00B1 48023 4.61%6
15 7.1909 s.8109 6.4624 61422 53474 55755 53242 50916 48759 46755
16 7.37192 6.9740 5.6039 6.2651 59542 S5.6686 54053 51624 49377 47196
n 7.5448 T.1196 6.7291 53729 60472 S.7487 54746 32223 49897 4.7746
" 71.7016 7.2457 6.8399 64674 61280 S.EB178 55339 12132 5.0333 4.8122
19 7.8393 7.3958 6.9380 6.5504 6.1928 58775 55845 53162 5.0700 4.8435
20 7.9633 7.4694 7.0248 66232 62593 59288 56278 53527 5.1009 48696
21 8.0751 7.5620 7.1016 6.6870 63115 55731 56643 63367 5.1262 48913
22 3.1747 7.6456 7.169% 67429 63587 60113 56964 54099  5.1438 4.9094
23 8.2664 77184 7.2297 6.7521 63988 6.0453 67234 5.5321 51668  4.9245
b 83481 7.7843 7.2829 6.8351 64338 6.0726 67465 5.4501 5.1822 4967
25 8.4217 7.8431 73300 6.8720 6.4641 6.09.71 ‘57662 5.4696 5.1951  4.9476
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PRESENTVALUEOFAN ANNUITY Ry 4

Year  2I%  22% LN N I5% 6% g nx\;;-\,.':

O 0264 O8I0 08065 08000 LTI 07937 OT8% g3 O3vgy o160s

02 15095 LA9IS 14740 14368 L&O0  Lans  1A0T4 36 13761 gae0p

03 20M9 20422 200114 19813 19520 15234 14956 Laess 18420 1gu1e
04 25404 24936 24483 24383 23616 23202 22800 22410 22031 21662
05 29260 22626 28035 27455 29893 26351 25827 28320 2430 24236
06 32466 . 39069 32020 30205 29614 28850 28210 27594 27000 26437
07 35079 30455 33270 32423 30611 3.0233 20087 29370 28667 2.8021
0B 37256 36193 35179 34212 43289 32407 31564 30758 29986 2.9247
09 39054 37863 46731 35655 44631 33657 32728 31842 30997 1,019
10 40541 39232 37993 36819 35705 34648 33644 32689 31781  3.0915
11 41769 40354 39014 37757 36564 35435 34365 33351 32388 3047
12 42785 41274 39852 38514 37251 36060 34433 33868 32859 3.1903)
13 43624 42028 40530 30924 37801 36555 36581 34272 33324 3221
14 44317 42646 41082 39616 38241  3.6950 3.5733 34587 33507 3242
15 44890 43152 41330 40013 48593 37461 3.6010 3413 33726 3268
16 45364 43567 41894  4.0303 48874 37509 36228 3.5026 33890 32832
17 45755 43908 42190 40521 3.9000 37705 3.6600 3.5177 34028 32949
18 46079 44187 42431 40799 - 39279 37261 36536 35292 34130 33198
19 46346 44415 42627 4.0967 39424 37985 3.6642  3.5386 34210 33198
20 46567 44603 42786 41103 3.9539 38083 3.6726 3.5458 34271 33158
21 46152 44756 42916 41212 . 39621 A6 36792 4S54 34319 33198
22 46900 44882 43021 41300 3.9705 3.8323 3.6844 35558 1.4356 43230
23 47025 44985 43106 41371 39764 3.8273  3.6885 3.5592 34384 33254
24 41728 45070 41428 40428 39811 38312 36918 35619 34406 33272
25 47213 45139 43232 40474 39849 38342 36043 35640 34423 33286°
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