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Instructions to the

Q § 9 [Max. Marks : 50
N

1) All qu ar@épfh]zulsory.
2) All quedtions cutry equal marks.
3 Us tmg\[é\ealculator is allowed.
N 4 .
Q1) Solve anyFive. Y [5x2=10]
a) Wh@ﬁ of the following is considered as co@lementary to financial
Management? N @
i)  Cost Accounting Q i~
ii)y ManagementAccounting Q (\é\’
i) Financial Accounting Q’\ \,\'?
iv) Forensic Accountin (\Q\
b) Net profit ratio signifi oY
i)  Liquidity positi the@?éanisation

ii) Operational n oFthe organisation

iii) Longterm solvencyQ?f the organisation O\

iv) Short term solve@; of the organisation k‘? /

c) IRR of the project is\that rate where NPV terids to chne Q».‘ .
. Q

i) Zero q -

i) More than zero N Q(\’

. N

iii) Less than zero | N (’7\

iv) one N Q\Q
d) Which of the following is not a function (&aq%@fnanager‘?

i)  Procurement of fund ? @o

ii)  Allocation of fund N (\/\

iii) Risk return payoff Q’)

iv) Maneuvering the share price N
\

RTO.



iii) Net profit Ratio }}* .

iv) Return on Inmtme@ )
Q9 ‘

f)  Define ﬁnanmanLQx ageffient.

g) Write the f mida %g\fn erest Coverage Ratio.
h) .Whatis | Bidgeting?
) @ idgeting

Q’ Y
02) Answ;$y wge” [2x5=10]
X

a) ir;\ th}\'ﬁmctions of finance manager.
b) Writg;a};))ote on common size statement. QQ
c) Illu&‘ate the concept of Time value of money.‘ep'
NS
03) a) From the following capital struc f q,é/t)mpany, calculate the overall
cost of capital using, N Q [10]
N
)  Bookvalueweight N S()’?
i) Market value weigh&Q f\?
Source of capital ,‘;r oeK value Market value
N AT R) - })
Equity share capital ﬂ_;) 45,000 90,000 QO,
> h
(210 each) D N
Retained Earnings 15,000 NP
Preference share capital 10,000 \\ IO,@
Debentures 30,000 N 30,000
S

The after tax cost of different sources of fi @e 1S der-
1)  Equity share capital = 14% OO"‘)
2) Retained Eamings=13% <3 (\;'\V
3) Preference share capital = 10% Q’)
4) Debentures = 5% §7 ‘
OR
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b) Following information is given by the CS Ltd. for the year ending 31*

March 2023. [10]
Particulars 1A pril 2022 31* March 2023
A $H ;
‘wﬁ AN Amount (%) Amount ()
A e
YOy
Raw material ™ A\ 45,000 65,356
QT
» Work’ﬁogre@ 35,000 51,300
@d ds . 60,181 70,175
Debtom’ 1,12,123 (;\Q 1,35,000
Cr'&nors 50,079 Q;b,p 70,469
q N\
Annual purchase of Raw \ Qf)\t) 4,00,000
material (All credit) .\\ 6(\,»
> &
Annual cost of producti ﬁ& ay ' 7,50,000
f\)
Annual cost of goo \Y?‘O 9,15,000
\ .
V \.
Annual operating cost \’ 950000 &
‘;O"
Annual sales (all cred?) 11,00,000
o
You may take one year as equal to 365 days, You a@required to
calculate. '\)'\' %{\V
> $
1)  Net operating cycle period. Q' ﬂ;\,
i) Number of operating cycles in @ \\;o
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The following are the summarised profit and Loss A/c of HP Ltd. for the
year ending 31% March 2023 and the Balance sheet as on that date. [10]

04) a)

following ratios.
Net profit ratio

Stock Turnover

[6430]-22

Comment on the financial position of S@mp

Return on capital Employed

Ratio

Receivables Turnover Ratio
Working capital Turnover Ratio

OR

Dr. Profit and Loss Alc Cr
Particulars Amount Particulars Amount
W) ()
To opening stoc%} Q:§99,500 BySales (credit) 8,50,000
To Purchases i*-“‘, ﬁ%§,45,250 By Closing stock 1,49,000
To Incidental %en,s\ [ 14,250
To Gross &fgﬁt | 3,40,000
S 179,99,000 9,99,000
To opefating expenses | 1,95,000 | By Gross Profit | 3,40,000
To C&pe ating' 4,000 | By Non-operating 9,000
e ies_ W Income
1&; profit 1,50,000
. 3,49,000 o 3,49,000
O Balance -sheet S
Liabilities Amount | Assets % Amount
z RN - 2
Share capital 2,00,000 N?}S,an d Building 1,50,000
(2,000 equity ’\',\ \,\9
shares of <10 each) Q \Q(’)
Reserves - &00 ’?Plant and Machinery 80,000
Other current ,000 .| Stock in trade 1,49,000
liabilities 4@’ Ny -
Profit and Loss A/c [¥ 60,000 | Sundry debtors 41,000
| Bills Payable o' ,000 | Cash and bank balance 30,0@
j& Bills Receivables 30&@_
4,80,000 | 489000
A
Additional Information é\(?
i)  Average receivables 385,000. ,\hy\ {\)
i) Average payables 80,000. Q) Q(q



b)

05) a)

Progressive company has the following. [10]
Capital structure:

Equity capital (310 each) < %10,00,000
15% Debentures 3 %8,00,000
Total o 218,00,000

The company 1 ﬁﬁr;nj;jgffb raise another ¥15,00,000 for modernisation
and expansiom] e\fé_]]ﬁwing alternatives are considered.

i)  To rai p\am(@ft {)y equity capital of 10 each.

i) T Qse ep\ﬁ:}e amount by term loan at an interest of 16%.

m) iseo%()% amount by equity capital and balance by 16% term

R
ixﬁ\ o,rg;fSe ¥8,00,000 by equity capital, I4,00,000 by 16% term loan
a@éalance by 14% preference capital.
Ass@njng income tax rate of 50% and an EBI’RQ& 8,00,000 advise the
company about the proper alternative on the lﬁ;SlS of EPS.
N S
A company is contemplating to i %m machine so that the present

method of manual production cag bé c\;% ed. The management has two
alternatives ‘Shakti’ and ° m\)Q els, in respect of which the
N

following information is av e. [10]
Particulars %& ! )‘3 Shakti Vayu
Cost of machine (%) %" 37,500 | 60,000
Estimated life (yearé\)y '\?‘ * 5 6
Estimated savings in scrapop.a.(%) 2,500 3,750 $
Estimated cost of Ind@bi material p.a (%) 1,500 2,0Qg:,>
Estimated savings in}irect wages p.a. Qv

- Employees not required (Nos.) Q’?\ %Q 40
-Wages per employee () ,’\\750 Q(,\’ 750
Additional cost of maintenance €9 '\1,75@-3\r\/ 2,750
Additional cost of supervision (I) Q 3&@ 4,000

thod, Assume tax rate at

sis&-

>

Depreciation may be taken at straight li
50%. Evaluate the two alternatives on

i)  Pay back period f‘:)\'
ii) Net present value (cost of capital 15%)
e
OR &
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b)

unit. Cost structure of a product is as under-

A factory produces 96,000 units during the year and sells them at 350 per

[10]

Element of cost

: % of selling price

Raw material

60%

15%

10%

85%

15%

Ny O\

100%, >
NS

Add1t10na1 information-

S

'\/Q

Raw material to one month:%pl,)es"stored in stores.

The production proc@ke%&e month.,

Finished goods t 'ﬁe %gﬁths productlon carried in stock

Debtors get tw\no;%bs credit
\’ -

O
Creditors allow @’é and half months credit. N

N

Time log in payment of wages and overheads h

Cash and bank balance is to be maintair'l;c:.} I@f working
Q \@

capital.
10% of the sales are mode at 10% ab&m ,q;atmal selling price.

Draw a forecast of working capital req@nﬂ&ng Total cost approach.

[6430]-22
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Instructions to the ca es: "\
1) Al questh are év:r;pulsory o
2)  Figur, he ngh’t indicate full marks.
3) Use mp}&alculator is allowed.
4) es;‘\wth’ carry equal marks.
~ D
Q1) Solve aer- 1ve. b‘ [5%2=10]
a) Dividend decision is related to ,
i)  Right issue of shares \,j‘l;; tr1but10n of profit
i) Cash flow statement ~N 1v ap1ta1 expenditure
b) State true or false ®
i)  Capital budgeting d <%Ions‘éye reversible in nature
i) In NPV techniquéQnly K@\future inflows are discounted
c) Ratio of Net inconN Nlah_ber of equity shares is known as
i)  Price-Earnings Ratki\ ’ ii) Net Profit Ratio o
ui) Earnings per Sha£é7 ' iv) Dividend per share ﬁ\éS
d) Define financial management N n,; 2
e) Ratio analysis can be used to study liquidity, tumov@\profrgablhty etc.
of a firm. What does Debt equity ratio help to stu{ /\/
) ?n case of mutually exclusive proposals Q\ \\
i)  Only the best project is selected &
i)  All project with positive NPV are seteetéd ™
i) Even negative NPV projects mav«b@nselegte\d
iv) At least two proposals are selected >
g) List the uses of comparative financial stgtg{iﬁents.
h) What is Time value of Money? N

PTO.



02) Answer any two:

[10]

a)  Whatare the analytical methods and techniques used in analysing financial

statements? O
b) Discuss the functions of Chig,ﬁ}}inancial Officer.
c) Explain the discoun\t,ed teQiﬁfques of capital budgeting.
03) a) AQ Ltd. has\@‘& fol{f\i\‘wmg Balance Sheet and Income statement. [10]
AQ > Balance Sheet
Liabilitk‘s? N i3 Amount [ Assets Amount
APedunis payable 80,000 | Cash 25,000
Othc‘:"r‘é;uf‘rent liabilities 20,000 | Accounts fe@ivables 60,000
Long term debt 1,00,000 | Inventory, \>" 65,000
(Sshoa;egl(;):lzse :)qulty 3,00,000C }")Lgng ;f\?m assets 3,50,000
, ' 5,094@? \’é’\/ 5.00.000
Inco@t;t \e?it
Particulars 5 ,,:V‘ Amount (%)
Sales y /\Q' 9,00,000
Less: Cost of gooud s/@\ (4,00,000)
Gross Profit A’:} 5,00,@0
Less: 1) Gener&@;d administration expenses (1,09,\‘(500)
. 2)  All other expenses N (2,25;0',/000)
Net In¢ome R 0/1,50,000
You are required to determine - \\ \\'\\7
1)  Current Ratio. QQ r\,‘é\\
i)  Working capital Turnover Ratio. | @ ﬁ_\ d
i) Average collection period. @ ,\Q‘
1v)  Inventory Holding period. \' /\ffj’.‘\
v)  Return on Capital Employed. n_> \
OR
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b)

04) 2)

b)

The Balance Sheet of a company is as follows -

Liabilities Amount (Z) | Assets Amount (%)
Equity Share Capital 60,000 | Fixed Assets 1,50,000
Retained earnings 20,000 | Current Assets 50,000
10% long term debt e §0 000
Current liabilitieh\ . 40,000

. K/ 2.00,000 2.00,000
The compa ?s»totabﬁsset turnover ratio is 3, its fixed operating costs
are 31,00 Il?)’andl’ts variable cost ratio is 40% of sales. The income tax
1s 30% ulate for the company, different types of leverages givep that
the f: \alue,of’ shares is 10 per share.

-:‘::i.x\ au
A N

&'\\r

Determ"me the duration of Net operating cycle for each of the two years

and 6pmment on increase or decrease. '\ [10]

~>- Particulars ~C Year 1 Year 2
Stock of raw material I~ 40,000 54,000
Stock of work 1n process m‘;?}% R 28,000 36,000
Stock of finished goods R 42,000 48,000
Purchases N~ 1,.92,000 | 2,70,000
Cost of Goods 301d O AL 2,80,000 | 3,60,000
Sales “\ ~ 3,20,000 | 4,00,000
Debtors WA 64,000 | 1,00,000
Creditors el 32,000 | 36,000
Assume 360 days in a year

o " OR

A fast growing compahy has currently an ordinary share capital of X250

lakhs consisting of equity shares of 100 each. The company is planning

to raise another 3200 lakhs for financing a major expanmon plogramme

The following four options are available. ™ .

i)  Entirely through ordinary shares.

i) 100 Lakhs through ordinary shares and balance by 15% term loan.

iii) T50 Lakhs through ordinary shares, ? 150Lakﬁs through long term
borrowing at 15%.

iv) 100 Lakhs through ordinary Shdres and 100 Lakhs through
preference shares with 14% dividend.

Expected EBIT of the company is I80 Lakhs. Calculate EPS under

cach alternative and advise the company about most beneficial alternative.

Income tax rate is at 50%.

[6380]-2002 3



Q5) a)

b)

A company is considering two different investment proposals ‘A’ and

‘B’. The details are as under - [10]

Particulars cf  Proposal ‘A’ Proposal ‘B’
~N
I ®) ?)
Investment cost . A 95,000 2,00,000
Ny <
Estimated inconie® ™

Year I QO 40,000 80,000
Yeard> N 40,000 80,000
Yoz O 45,000 1,20,000

Sug@st*fhe friost attractive proposal on the basis of the NPV method
Ermg}hat the future incomes are discounted at 12%. What will be
yottr deAegé}()n if IRR method is applied?

N OR -9

The: ﬁnance manager of a garment company is, preparing its working
capltal forecast for the next year. Production during the previous year
was 15,00,000 units. The same leveha( t1v1t§h13 intended to be maintained
during the current year. The exgésged rat‘gs of cost to selling price are -

Raw material ~_[* 40%

Direct wa@é;*::? 7 !,\"\2\0%
Overhead‘i’wf’/ v 20%

The raw material or&x}arlly\}emam in stores for 3 months before
production. Every umsof productlon remains in the process for 2 months
and 1s assumed to be 00n51stmg of 100% raw material, wages and
overheads. Finished goo&s remain in warchouse for 3 months. ’

Credit allowed by th"s:credltors is 4 months from the date of delivery of
raw material and credit given to debtors is 3 months«from the date of

‘dispatch. The estimated balance of cash to be held&‘Q 00, 900 Lag in

payment of wages %2 month. Lag in payment of | eXpens\eS 72 month.
Selling price is 10 per unit. Prepare an estimate” of workmg capital
requirement, after adding 10% for contmgenqw} (except cash) on cash
cost basis. w
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GC-08-202 : FINAN&AL MANAGEMENT
(2019 Pé\'ltern Revised) (Semester - IT)

Time : 2 > Hours] \ Q/ [Max. Marks : 50
Instructions to the candi b@s '(\/

1) Al question e‘con@lsmy
2) Figures to{jie righc;?zdicate JSull marks.

3) All quest car?qual marks.
4) Use ofstmple % ulater is allowed.

~N
01l1) Answhny@e out of eight (2 marks each) [10]

a) 2 refers to the that part of capital which 15\?va11ab]e and used to
casb*mg out the regular business operations. (\O\

1)  Working capital i) Fixed oﬂﬂtal

) Required capital 1v&urne8f capital
b) What is Business finance? Q QV
c¢) What is Internal Rate of ?

o
d) Net operating cycle = tory conversion period+ ) —( ).
% -

e) List the factors affectj ap@ structure of the firm.
f) Listthe charactens&h ot;ga}ltal budgeting dec151ons
g) The modern approach to (I;:ﬁnanmal management view . -~
i)  The total fundST&hirement of the firm. i~ N
ii) The assets to be acquired N \ﬁ“
i) The pattern of financing the assets \0’ ,\V
iv) All of the above '\\'

h) The figures shown in financial statements to percentages
so as to establish each element to the t(@gur& the statement in

Q
"vé\
Q
i) Common size statement S’D
g

1)  Comparative financial statements\

i) Trend analysis

1v) Fund flow statement
PTO.



02) Answer any two [10]

a)

b)

c)'

03) A)

B)

Explain relevance of Time value of Money in capital budgeting decision.

O
“Financial management is nofhing but managerial decision making on
asset mix, capital mix and pr&'lt allocation”. Explain.

| NN
What is workin@ypitg\l&bixplain in brief objectives of working capital.

0 sl
a) The capitdl structure of a company consists of equity shares of
Rs lakhs»10% preference shares of Rs.10 lakhs and 12%
de tureﬁ“\\c\)f Rs. 30 lakhs. The cost of equity capital for the
%&pan%‘is 14.7% and income tax rate for this company is 30%.You
\ e r@red to calculate the WACC. [5]
b) A@?ual sales of a company is Rs. 60,00,000, Variable cost is 60%
,:gf sales and fixed cost other than intere@'t)”ls Rs. 5,00,000 P.a.
N Company has 11% debentures of Rs. 3(?;80,000. You are required
to calculate the operating and fmgncialle\'{erage of the company.[S]

O ™

RT Ltd., presents you its budgete p;\@f & loss account for the year
ended 31* March 2024 as urrder and réquest you to estimate working
capital requirement by totlal.%st approach. . [10]
Particulars &7 Afnount Amount

™ (Rs) (Rs.)
Sales = [ 45,00,000
Less: Expenses N ]
1) Material SN 18,00,000 .
2) Labour - | 13,50,000 15
3) Expenses

4,50,000 36,00,000 )
Profit 9,00000 ~.>

Additional Information S A

i) The production and sales take place evenly t‘hrpughq%/the year.

i) Raw material carried in stock for one mo \nd \shed goods for
half month. Q Q\

iii) The production cycle takes one mo@‘ b&Q

iv) There is a custom in market both fi rchidse of raw material and
sales of finished goods to give ﬁgontbs credit.

v) Time lag in payment of wages is 1 month.

vi) 25% of sales for cash and balance egCredit.

vii) Cash on hand and at bank Rs. 62,@0.

[6201]-202 2



04) a)

b)

Given below are the selected ratios for two companies A and B in the

same industry along with industry average. [10]
Ratios ’\:? A B Industry
AT

Current ratio ~ \m: A 2.21 5.61 2.41
Acid test ratlo'\‘\ ‘Q\y 1.21 3.01 1.31
Debt to a Natlc@ 36% 5% 35%
Operae@.expe&es ratio(%) 18% | 175% | 20%

Py N

N o )
N T oﬁ@nes nterest paid 6 12 5

A@ \V' ! p
St\&ck n&ﬁover 8.5 6.5 7
\v
DEL&@YS turnover 11 I Q\ .YS 11.4
Rate of Return on total Assets NJ% "’: 10% 13%
(-

: =) ?f : :
Can we say on the basis of the abo\iesratl@nd information, that company

‘B’ is better than company ‘ ARpe aué@i'ts ratios are better in six out of
eight areas? N

S

A company is con@g dﬁ‘ferent methods to finance its investment
proposal. It is estimat&d th\&binitially Rs. 50,00,000 will be needed. Two
different alternatives are’avallable to raise the funds. ,Ft()]

O

1)  Toraise Rs. 20 0%000 by sale of equity shares of Rs. 100 e@al and
balance at 18% term loan. N
O >
i) To raise entire amount by sale of equity sha'}réf of @ 100 each.
The existing capital structure of the com@ o of
- Q
1) 50,000 equity shares of Rs. 10@ @\
2)  17% term loan of Rs . 20, 00@ N

The expected EBIT is Rs. 15 00%’0 A\(@wse the company on the
basis of EPS in each alternative. As,sb}ne income tax rate is 50%.

\
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05) a) XYZ Ltd.is considering purchase of a machine in replacement of an old
one. Two machines viz. ‘CMW’ and ‘KLR’ are offered at price of
Rs. 22,50, 000 and Rs. 30,00 OOOj_cspectlvely further, particulars regarding
these models are given below\ ; [(10]
Particulars N CMW KLR

k ’

- | Economiic life ( s) 'i)n\ 5 6

Scrap value %’e e@gf economic life | Rs. 2,00,000 { Rs. 2,50,000
. D N
Net cash N w\@x )
Yearl é{ S 5,00,000 [ 6,00,000
Yeally 7,50,000 |  8,00,000
BN 10,00,000 | 10,00,000
Year4<\ 9, %%000 12,00,000
Y ) 000 10,50,000
X & ,

Year 6 - 9,50,000
Present value factor at 12% P.a. a@s folgzws
Year 1 | 2 "’ (\ﬂpv 5 6
P.V. factor | 0.8930.797 @2 \gh\636 O_.567 0.507
Evaluate the two propos ordifig to payback period and net present
value method . Wthh ine Would you recommend and why?

b) Following are the Inc m tatement and Balance sheet of ABC Ltd. for
the year 2022 and 20,2% Prepare comparative Income statemen@\%hd
comparative Balanc Shéet. Q f/ 10]

Income statement N “)

Particulars 2022 2023 ParticularS\J) 202;%?‘ | 2023
To COGS 3,00,000 {3,75,000{ By N@ S 4«@(}/ 000]5,00,000

&.
To General expenses{ 10,000 | 10,000 § \\9
To Selling expenses| 15,000} 20,0 '\’b

,\’V)

To Net Profit 75,0001 95,000 \
Total 4,00,000 | 5,00, OOOTotal 4,00,00015,00,000

[6201]-202 4




Balance Sheet
Liabilities 2022 2023 |Assets 2022 2023
Capital 3,50, 000 13 ,50,000 {Land 50,000 | 50,000
Reserve - 109,1)00 1,22,500 |Building | 1,50,000 [1,35,000
- ——
Sccured loans - \;3 M\;SO,OOO 75,000 |Plant 1,50,000 [1,35,000
;-,\“ ‘\\ -»\l
Creditors j“w% N e,: 1,00,0001,37,500 |{Furniture| 50,000 | 70,000
Outsta@ng e&p\enses 50,000 75,000 |Cash 50,000 | 70,000
\% ,\;3\. Debtors | 1,00,000 |1,50,000
Tl Stocks | 1,00,000 [1.50,000
:\ 6,50,000 |7,60,000 f‘?6,50,000 7,60,000J
)
NS
S
'\::\ 4"‘(\“’}
DY, o
SN
f:r'\ f.'}\:\ 1%
NS -
SO
g
~ O
et o~
N “‘:}" J
™~ L
| o “‘S‘" )
=
oy
L o
v N
§°’ o
~7
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First Year M.BA. X
202-GC-08 : FINANCIAL MANAGEMENT
-==‘fzo|9 gﬂern Revised) (Semester-11)

Time : 2% Hours] \ o [Max. Marks : 50
Imstrwctions to the candidages: -

D) All guestions are compulsory.

2 Each qu& carry equal marks.

3 Useof ple calculator is allowed.

Q1) Solve any five (5%2=10]
a)  maxunisation of wealth of Sharcholders is reflected in,
i) > Sales maximisation i)  Numbeér of Shareholders

m) Market price of equity shares Jw StorSk market index
b)  Which of the following is a mcast:(g of debt service capacity of a firm

)  Current Ratio \ i) y Debt-equity Ratio

w) Debtors tumover Rati Q ) Interest coverage ratio
¢) Incase, the firm is all eg@v ﬁnar;\ée/d, WACC would be equal to

) Costofdebt _"N" O i) Costof equity

i) Neither (i) Nor () ; be iv) Cost of equity plus cost of debt
d)  Which is not a part of investment decision in financial management, -

i)  Dividend payoufdecision
#) Capital budgeting decision N i
m) Working capital management \‘}

\ P

») Crednt policy towards customers

¢) The figures shown in financial statement are @cﬂwﬂo percentage so
as 10 establish cach element to the level of the Sstatement in

i) Common size statement ii) @npﬁudvc statement
m) Cash flow statement i»‘)?»"re;)dnuos
f) How wealth of sharcholder is calculated ?
g Write the formula to compute operating leverage and financial leverage.
B)  Define fund flow statement.
PTO



02) Solve any 2
a) How the wealth maximisation is b
maximisation.
b) »
¢) Explain the concept.of trading on equity.

03) a)

Source's.

JKL Ltd. has ﬂie folldWing book value capital structur

" Amount (%) |

[2x5=10]

etter operative criterion than pr

Write a note on comparative-financial statements.

Equity’“share\capital (2,00,000 shares)

40,00,000

11:5% preference shares

10,00,000

10% Debentures

30,00,000

ofit

eason 31 -03-2023:

[10]

Theequity share of the company sells for X 20 the next expected dividend
is Rs. 2 per share. It is expected to RO at 5% p.a. for ever. Assume a

35% corporate tax Rate. Required.

i) Compute WACC of the co‘mparﬁlyj}bésed on the existing capital

structure.

ii) Compute the new WACC if the company raises an additional X 20
lakhs debt by issuing 19% debentures this would result in increasing
the expected equity. dividend to X 2.40 and leave the growth rate

unchanged, but-the price of equity share will fall to X 16 per share.

"OR
b)

ABC Ltd. has an annua‘l.‘“sale of 50,000 units at X100 per unit the com;;any
works for 50 weeks in the year. The cost break up is ggven as below.

Element of Cost

Cost/Umt )

Raw material

30

Labour

10

Overheads (including depreciation X5)

20

=
/

Total cost

Profit

& 40

Selling price

100

[6118]-2002 2



The company has the practice of storing raw materials for 4 weeks
requirement. Wages and other expenses are paid after a las of 2 weeks.
The debtors enjoy a credit of 10 weeks and company gets a credit of

4 weeks from supplier. The processmg time is 2 weeks and finished
goods inventory is mamtamed for 4 weeks.

From the above‘mfomlatlon determine a working capital requirement.
Allowing for 15% coﬂtmgencnes by cash cost approach.

N N

N
f—.\ N

04) a) AB Ltd\has the followmg profit & loss A/c for the year. Ending 31*
M%Q\ 2023 “and the Balance sheet as on that date [10]
oy e : Profit & Loss Account
F Pmtif;i;i;lrs Amount Particu\l(éfr; Amount
RinLakhs) | R inLakhs)
Opening stock 1‘75 f*séles : Credit 12.00
Add : manufacturing cost 40 75 ’Sales : Cash 3.00
Less : Closing stock j (LSO)

';

Cost of goods sold &~ f\.‘,_l-l .00

e,

et

Gross profit oy e 4.00
> 1500 1500
Administrative exp 0.35 | Gross profit 500
Selling exp 0.25 | Royalty in‘gi;?ﬁe' o 009
S
Depreciation 0.50 :\“x
N Y
t 0.47 . A
Interes hté} |
Income tax 1.26 ‘\\\ &\_,
7 AR AN
Net profit 1.26 N h
409 | N 4.09
>
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Balance Sheet

Liabilities Amount Assests Amount
(X in Lakhs) (X in Lakh)
 Equity shares of Rs. 10 °7350 | Plant& Machinery 750
10% preference sha@;\ ! 2.00 Goodwill 1.40
Reserve & surplo,s\\ ﬁé 2.00 Stock 1.50
Longtem loan(12%).7 | 100 | Debtors 1.00
Df:benrux\{gsz 4%) . 2.50 Prepaid expenses 025
C redi(\é\‘ﬁ'f , \: 0.60 marketable Securities 0.75
Bui;{ayabtlg ~- 0.20 Cash 0.25
Accruedicxpenses 0.20 X
Proy}'sif)n for tax 0.65 i -;f'

! 65 § 37 12.65
Comment on the financial posi@(\aﬁ oﬂ,t};e company on the basis of
following ratios. o S
1)  Currentratio ’\Q\\\ . 2V :

1) Debt equity Ratio e:t«, ~Y
iii) Interest coverage{a"ﬁo ;

Y A
iv) Stock Tumove@tig. N

N\
‘Q .

v)  Debtors turnover Ratio <
2 OR I

Qe

b) XYZLtd. has obtained the following data concerning the average working
capital cycle for other companies in the same indu@. sjg} the data
determine working capital cycle for the company a@deﬂ@o@mment on

it ~
Raw material stock turnover 2@55%/3 > {
Credit received ,ﬁ)v‘éays 2 g
WIP turnover IANS 5 days
Finished goods stock turnover N ﬁpfd\ays
Debtors collection period 4‘:60 days

1 95 days
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The company has provided following information

05)

Particular Amount
Sales W 30,00,000
Cost of production . ~ 21,00,000
Purchases o 6,00,000
Average raw nzaférial in stock 80,000
Average WIP = g 85,000
AverageFG 1.80,000
Average qréditors 90,096
Average Debtors < 3,5§;600
D
a) Machine a Cost X l,OO,OOOV_ipayable/,- i';xlmediately. Machine B costs

%1,20,000 half payable imng‘édiately(dnd half payable in one year’s time.

The cash receipts expegtic?ﬁre as follows. [10]
year (at end) ~““ Méghine ARR) Machine B ()
l 20,000 0 o
2 60,000 60,000~
3 40,000 -*:,\‘60&60'

S :\\
4 30,000 L 80,000

\ 4

5 20,000 M Ao

4

At 7% opportunity cost. Which machin mulcfiégfsdected on the basis
of NPV ? Will your decision changeq%opo&a\ls are evaluated on the
basis of IRR? Nl
o
I\\ .
OR Q-
>
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b) A firm whose cost of capital is 10% is considering two mutually exclusive
project X and Y. the details of which are.

Year Pl‘Oj?C{'X &9 Project Y(X)
0 ~1,00,000 1,00,000
! 10,000 50,000
> 20,000 40,000
5 N 30,000 20,000
4 v 45,000 10,000

L 5 60,000 10,000

Evaluate the project on the basis of Net presentyé]ue, profitability Index
and IRR and suggest most proﬁtabl‘e-—igvestment.

&
L N
\\01
\
Ny A
L N e
' \\
- y
S\ Y
A ! %
\""H,
b / N
\\“\ "
M
- A
U\ N
) \
Ty, A\
- J
'{‘\a\ b 4 2 %
Y ~
A *\)
‘\ r\\
™ UN
o N
Ny G
‘{. g
\
Ny
P
«\\ ’
N
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Total No. of Questions : 5]

SEAT No. :
P3815 [6025]- 202 | Total No. of Pages : 4
M.B.A.-1 B
GC-08-202 : FINANCIAL MANAGEMENT 222 22tte g7
(2019 Paitern Revised) (Semester - II) . o

Time : 2% Hours| , /ng‘{/
Instructions to the candidates: ol * PUNE-52 ‘:-—03/

1) All questions are compulsory. I

2)  Figure to the right indicate full marks.

3)  Use of simple calculator is allowed.

4)  All questions carry equal marks.
Q1) Solve any five [5%x2=10]

a)  The main point of financial management in a firm is:
i)  the number and types of products or services provided by the firm.
ii)  the minimization of the amount of taxes paid by the firm.
iii) the creation of value for sharcholders.
iv) the profits earned by the firm
b) The term ‘capital structure’ refers to
i)  long term debt, preferied stock, and common stock equity.
i)  current assets and current iiabilities.
i) total assets minus liabilities.
iv) share holder’s equity.
c) is represented by the total current assets.
i)  Gross working capital
i)  Net working capital
i) Fixed working capital
iv) variable working capital
d) What is Business Finance?
e) Enlist financial statement of listed company.
f)  What is the formula for calculating interest coverage ratio?
g) Define the term cost of capital.

h)  What do you mean by leverage?

PTO.

T



02) Answer any two. [10]

a) Explain in brief modern approaches of financial management.
b) Explainindetail the trend analysis.
¢) Critically examine the various steps involved in capital budgeting process.

03) a) xyz Ltd. has provided the following information.

| Types of capital ~ Book Value | Market Value | Specific Cost
B o , (Rs.) (Rs.) (After Tax)
Equity capital - 10,00,000 15,00,000 15%
_Preference share | 10,00,000 15,00,000 7%
capital i -

Debt. ~2,00,000 190,000 4%
'Retained Earnings~ 1,50,000  1,75,000 12%
Total | 2350000 33.65.000

Determine the WACC using
1)  Book value of weights.

i)  Market value of weights. [10]
OR
b) From the following information of xyz Ltd. [10]
Calculate:

1)  Net operating cycle period.

ii)  Number of operating cycles in given period.

Particulars AN 7  Amount (Rs.)

' Raw materials consumption per annum . - 8,42,000
Average cost of production | 14,25,000
Annual cost of sales ‘ 15,306,000
Annual sales l‘ ~19,50,000
Average value of current Assets held: . S

Raw Materials 124000
Work-in-progress NN 72,000
Finished goods ‘ 1,22,000
Debtors ] 2,60,000

The company gets 30 days crédits from its suppliers. All sales made by
the firm are on credit only. You can take one year equal to 360 days.
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Cash inflow at the end of the year

Year Project A Project B

1 500000 1000000
2 700,000 650000 |
3 8,50.000 7,00,000 |
2 650,000 400,000

5 ~ 500,000 4,00,000
6 | 200000 |

“Evaluate which project the company should select on the basis of pay
Back period, Net present value and profitability Index.

OR
b) A proforma cost sheet of xyz Ltd. Provides the following information.[10]
' Particulars ~ Cost Per Unit (Rs.) !
Eatelial 35 |
Labour 20
Overheads 1 20
Total cost 7757
Profit 20
Selling Price 9By O

Additional information available
i) Level of Activity Rs. 50000 units

)  Raw material are expected to remain in stock for average period of
a month.

ii)  Work in progress for average half a month.

iv)  Credit allowed by suppliers is one month.

v)  Credit allowed to customers one month.

vi) Lag in payment of wages is half a month.

vi)) Lag in payment of overheads is a month.

viii) Half of sales are on cash basis.

ix) cash balance expected is Rs. 1,50,000.

x)  Finished goods remain in stock for one month.

The production and sales are consistent. Forecast the working capital
requirement for the said level of activity as per cash cost method.

v P P>
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04) a)

b)

05) a)

Following are the details of AVD corporation Ltd.

Liabilities Amount Assets Amount
- 7 . (Rs.) (Rs.)
_ Equity share capital ~ 7,00,000 Fixed Assets 8,00,000

Reserve & Surplus 4,002,000 Martetable 1,00,000
| _ | Investment N
. Creditors ~3,00,000 | Closing stock | 2,00,000 |

" Debtors 3,00,000 |
| Total 1400000 | Total | 14.00,000

Additional information

Gross protit . Rs. 6,00,000

Opening stock  : Rs. 2,00,000

Sales : Rs. 15,00,000

Comment on the financial position of the company on the basis of

i)  Working capital Turnover Ratio.

i)  Current ratio

i) Liquid ratio

iv) Debtors Turnover ratio

v)  Creditors Velocity [10]

OR

Analyse the operating, financial and combined leverage under financial

plan A and Financial plan B. when the fixed costs are Rs. 1,00,000 and

Rs.50,000 in two differciit situations. [10]

The information regarding capital structure and other data are as under:

Particulars , Amount (Rs.)

Total Assets - 6,00,000 |

Total Assets Turnover based on sales 3
;LVariable cost as percentage of sales 70%

Particulars Financial Plan A Financial Plghm

Equity 7,00,000 ~2,00,000 |

10% Debenture | 2,00,000  4,00,000 ‘

ABC Ltd. is planning to invest in new project. The investment budget of

the company is Rs. 40,00,000. The company has following alternatives.

- [10]
Particulars Project A Project B
Initial investment 25.00,000 25,00,000
| Usefullite Syears 6years |
Cost of capital 10% 10% J‘
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