
[c] A signboard outside a leading consumer electronics shop read 
Buy TV at 0%* interest'. This * meant so many things. The terms 
of offer were as under: 

Cost of TV: 18000 
Discount offered if full down payment is done: 1173 
Advance EMI to be paid for 12 months (if EMI option is chosen): 
1500 

The sales official explained that since the customer was not paying 
any amount more than the cost of 18000, it is a zero interest great 
opfortunity. Do you agree? What is the implied effective interest 
rate? 

(6 marks) 
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Q.1[a] 'Leasing essentially involves the divorce of ownership from the 

econonic use of an asset'- Critically explain this statement. 
(6 marks) 

[b] Briefly explain the evaluation framework of the hire purchase 
(6 marks) 

transaction vis-à-vis leasing. 

[c] Your company is considering acquiring an additional computer to 

supplement its time share services to clients. It has two options: 

To purchase the computer for Rs. 22 lalkhs 

ii) To lease the computer for 3 years from a leasing company for 

Rs. 5 lakhs as annual lease rent + 10% of gross time share service 

revenue. The agreement also requires an additional payment of Rs. 

6 lakhs at the end of 3rd year. Lease rents are payable at year end 

and the computer reverts to the lessor after the contract period. 

1 



2 sh
are

? sha
res

 of
 

com
mo

n 

eq
uit

y 

ou
tst

an
di

ng
, 

wha
t is

 
the 

es
tim

ate
d 

val
ue per 

fc] The 

es
tim

ate
 of

 a 
fim

's PV
 

of
 

FC
Fs 

USD
 220 

mi
llio

n and USD
 33

 
mi

llio
n 

re
sp

ec
tiv

ely
. If

 
the

re are 
2 

mi
llio

n 

USD
 

9 
m

ill
ion

. The 

val
ue of

 
deb

t and 

ca
pi

tal
ize

d 

op
er

ati
ng

 

lea
ses

 are es
tim

ate
d 

inv
est

ed
 

ca
pit

al is
 

USD
 700 

mi
llio

n. 

It
 

has cas
h 

ho
ldi

ng
s of

 USD
 400 

m
ill

io
n.

 Its 

(6
 

ma
rks

) ma
na

ge
me

nt.
 

pro
hib

itio
n of

 

fra
ud

ule
nt and 

unf
air

 

trad
e 

pra
cti

ces
 in

 

issu
e [b] 

Ou
tlin

e the mai
n 

fea
tur

es of
 

the 

sch
em

e of
 

reg
ula

tio
n of

 

(6
 

ma
rks

) 

[b] 
Ex

pla
in the 

co
nc

ep
t of

 
in

tri
ns

ic 

va
iue

'. (6
 

ma
rks

) 

ma
rks

) 
inv

est
me

nt 

tren
ds 

in
 

Ind
ia 

dur
ing

 

201
8. 

Q.5 [a] 

Dis
cus

s the key 

tren
ds 

in
 

pri
vat

e 

equ
ity 

/ 
ven

tur
e 

cap
ital

 
(6

 

ex
pla

in this
 

sta
tem

en
t. 

Q.2 [a] 
Te

ch
nic

al 

an
aly

sis
 

pr
e-e

mp
ts the 

(6
 

ma
rks

) 
(6

 
ma

rks
) 

bal
anc

e 

she
et ofa 

fin
an

cia
l 

ins
titu

tio
n. 

[c] 
Ex

pla
in the role

 

pla
yed

 by
 

du
rat

ion
 of

 a 
bon

d, in
 

im
mu

niz
ing

 the 

(6
 

ma
rks

) 

In
te

re
st 352 272 136 

3
0

 

Prin
cina

l 

500
 

85
0l

 850 

its 
in

co
m

e. 

W
hic

h 

al
te

rn
at

iv
e is

 
be

tte
r?

 

Co
mp

an
y use
s 

SLM
 to

 
de

pr
ec

iat
e the 

ass
ets

 

and pay
s 

50%
 tax on

 

Re
pa

ym
en

t is
 

to
 

be
 

ma
de 

ac
co

rd
ing

 to
 

the 
fo

llo
wi

ng
 

sc
he

du
le:

 The bo
rro

w at
 

16% 

int
erc

st to
 

fin
an

ce
 the 

ac
qu

isi
tio

n of
 

co
mp

ute
r. 

Th
ese

 

cos
ts are to

 
be

 
bo

rte
 by

 
the 

les
see

. 

You
r 

co
mp

äin
y wil
l 

for 

sta
rt-

up
 and 

tra
ini

ng
 

cos
ts at

 
the 

be
gin

nin
g of

 
the firs
t 

yea
r. 

Co
m

pu
ter

 are 

es
tim

ate
d at

 
Rs. 

9 
lak

hs wit
h an

 
ad

di
tio

na
l Rs. 

1 
lak

h An
nu

al 

op
er

ati
ng

 

cos
ts 

ex
clu

din
g 

de
pr

ec
iat

io
n 

/ 
lea

se ren
t of

 

dis
cu

ss this
 

sta
tem

en
t. 

[b] 
'Cr

ed
it 

rat
ing

s do
 

not 

ind
ica

te 

inv
est

me
nt 

mn
erit

' 

usin
g 

dis
cou

nte
d cash

 

flow
 

mo
del

. 

Bri
efl

y 

exp
lain

 

each
 of

 
the

m. 

Q.4 [a] 
Wh

at are the 
thre

e 

inp
uts

 that
 are 

req
uir

ed
 to

 
val

ue any ass
et by

 

(6
 

ma
rks

) 
Cr

itic
all

y 
(6

 
ma

rks
) 

res
pec

tiv
ely

. 

Wh
at is

 
the 

est
im

ate
d 

valu
e of

 
equ

ity?
 (6

 
ma

rks)
 

op
era

tin
g 

lea
ses

 are USD 

80
 

mi
llio

n and USD 

26
 

mi
llio

n 

ho
ldi

ng
s of

 
USD 16

 
mi

llio
n. The val
ue of

 
deb

t and 

cap
ita

liz
ed

 

est
im

ate
d 

inv
est

ed 

cap
ital

 is
 

USD 250 

mi
llio

n. 

It
 

has cash
 

Its 

Amt
 

La
kh

) 

(Rs
. 

22.
5 

27.
5 

[c] 

A
 

fir
m'

s 

est
im

ate
d PV

 
of

 
cco

no
mi

c 

pro
fit 

is
 

USD 150 

mi
llio

n. me
rch

ant
 

ban
ker

s 

/ 
lead

 

ma
nag

ers
 in

 
the 

Ind
ian

 

pri
ma

ry 

ma
rke

t. 

[b] 
Di

scu
ss the mai

n 

fea
tur

es of
 

the 

op
era

tio
na

l 

fra
me

wo
rk 

of
 

(6
 

ma
rks

) 

Q.3 (a) 
Dis

cus
s the 

eli
gib

ilit
y 

req
uir

em
ent

s for 
pub

lic 

issu
es (6

 
ma

rks
) 

wo
rth

 rs. 10
 

lak
hs

 at
 

the end of
 

3n
 

ye
ar.

 

Fo
re

ca
st 

re
ve

nu
es

 

are
: 

The 

co
m

pa
ny

 

es
tim

at
es

 

tha
t the 

co
m

pu
ter

 

un
de

r 

rev
iew

 

wil
l be

 

fun
da

me
nta

l 
dat

a' 
Cr

itic
all

y 



{ "type": "Document", "isBackSide": false }


{ "type": "Document", "isBackSide": false }

