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8. Logistics Ltd. has currently an ordin e total value of ABC L;d,?value of
sha;-e capital -of Rs 25 lakhs, consisti res and the overall post of capital
25000 shares of Rs 100 _éach. g ‘}F‘;, owing . mfomatlon . S
management is planning to raise anothi ol S, N
Rs 20 lakhs to finance major pregramme' f E [ncoms Bs 3 3001®b

expansion through one of four possible R, 20,00,000
‘i . i ¢ ™
financing plans. The plans are as follows : J - y &}fntahsatlon i‘a’t’e % “;I pidd b
3 ,?‘ VOIS 10 L};)VHIW g (& Th
If the company uses. glq ;leb -«—fiiﬂ%

~ If the company uses ', ==

() Entirely through ordinary shares e
il ]’ ~ Rs 10,00,000 debentures—12%

P

(i) Rs 10 lakhs through ordinary shares e |
. - Rs 15,00,000 debentures—— 5%
o'

and Rs 10 lakhs through long-term
- borrowings at 8% interest per annuni !;' me that Rs 10, 00 000 debentures can
' ; : !'a.ised at 6% rate of interest whereas

5 00,000 debentures can be ra13ed at
) rate of mterest '

¥ “ ‘

(iii) Rs 5 lakhs through ordmary shares &
Rs 15 lakhs through long~te o

. ) : . firm is desmn an mcrease in credit period:
borrowings at 9% interest per annum b ; s i

om 30 to 60 days. The average collection
priod which is 45 days at present is
Xpected to increase to 75 days. It is also
that the bad debt expenses increase
tom 1% to 3% of sales. Total credit sales are
_@xpected to increase from the level of 30000
its to 34500 units. The present average
1; per unit is Rs 8, the variable cost and
ing price are Rs 6 and Rs 10 per unit

t

(iv) Rs 10 lakhs through ordinary share 1
; and Rs 10 lakhs through preferen .
(@ shares with 5% dividend - h
The company’s expected earnings befor
J,merest and taxes (EBIT) are Rs 8 It
Assumlng a corporate tax rate of 5 @
d 2
| e;g?ﬁ;r:?;;:rn::is b er sharte (EPSj. ‘ Bpectively. Assume the firm expects a
' i saIIment . 0hei teturn of 15% . Should the firm extend credit

+ implications,. : 6 el | i 14
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6 A company havmg a net Workmg capital of

 Rs 2-8 lakhs as on 30.6.2010 indicates- the
~ following ﬁnanc1a1 ratios and performance

; ﬁgu.res =

: ,Current ratio— . - 2:4
~ Liquidity Fadio- a1 6
~ Inventory turnover Son
~ (on cost of sales)— g
Gross profit on sales— 20% °
- Credit allowed (months)—1-5
_The company ’s ﬁxed assets are equivalent to
1 90% of its net worth (share capital plus
_ Teserve) w i;e‘reserves amounted to 40% of
share rtal,; Prepare the Bala.noe Sheet of
: ; the eompany as on 30.6. 2010 sh@zvmlg step-
by—step calculauons :

= wﬁEé notes. on any two of the following
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