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202-GC-08 : FINANCIAL MANAGEMENT
Catternncviscd) (Semester-Il)

Time: Roers/ [Max. Marks : 50
to the can ages:

t) Atl compulsory.

2) Each qua. carry equal marks.

S) Use calculator is allowed.

any five

a) maxmisation of u calth of Sharcholdcrs is rcflcctcdin.

i) • Sales maximisation ii) Numbé/of Shareholders

iii) Market pnce of equity shares market index

b) VOIich of the following is a measür.$ of dey;t service capacity of a firm

1) Cunent Ratio il) / Debt-equity Ratio

Éi) Debtors turnover Ratio Interest coverage ratio

c) In case, the firm is all egyity finaheed, WACC would be equal to

i) Cost of debt ii) Cost of equity

iii) Neither (i) Norfrii) iv) Cost of equity plus cost of debt

d) utiich is not a part of investment decision in financial management

i) Dividend payou@ecision

i) Capital budgeting decision

B) Working capital management

rv) Credit policy towards customers

c) figures shown in financial statement are •ened to percentage so

as to establish each element to the level ofths aterneht in

i) Common size statement ii) gompatutfve statement

g) Cash flow statement drat tos

f) How wealth of shareholder js calculated ?

g) Wnte the formula to compute operating leverage and financial leverage.

h) I)cfinc fund flow statcmcnc

er.o



12x5=101

Q2) Solve any 2

a)

b) 

c) 

Q3) a) 

b) 

How the wealth maximisation is better operative criterion than profit

maximisation.

Write a note on comparative@ancial statements.

Explain the conce trading on equity.

JKL Ltd. ha th followtng book value capital structure as on 31-03-2023:
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Amount ( < )
Sourc

Equity hare:sapital (2,00,000 shares)

1 o p eierence shares

10% Debentures

The.quity share of the company sells for 20 thenext expected dividend

is Rs. 2 per share. It is expected to row at 5?/0 p.a. for ever. Assume a

35% corporate tax Rate. Require

i) Compute WACC of the m an ased on the existing capital

structure.

ii) Compute the new WAgC
J
, iftl@company raises an additional 20

lakhs debt by issu• debentures this would result in increasing

the expected e ul dividend to 2.40 and leave the growth rate

unchanged, bu price of equity share will fall to 16 per share.

OR

ABC Ltd. has an of 50,000 units at < 100 per unit the corppany

works for 50 weeks in the year. The cost break up is •ven as below.

Element of Cost

Raw material

Labour

Overheads (including depreciation < 5)

Total cost

Profit

Selling price

ost/Unit( )

30

10

20

60

40

100
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Q4) a) 

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. Theorocessing time is 2 weeks and finished

goods inventory *laintaitye.d for 4 weeks.

From the abo orpyiion detemine a working capital requirement.

Allowing for'15% coKtingencies by cash cost approach.

AB l@has the following profit & loss A/c for the year. Ending 31 st

M 202$nd the Balance sheet as on that date 1101

Profit & Loss Account

Pani@Ulars Amount

(< inLakhs

Partic lårs Amount

(< in Lakhs)

Opening stock

Add : manufacturing cost

•es : Credit

Sales : Cash

12.00

3.00

Less : Closing stock

Cost of goods sold

Gross profit

Administrative exp

Selling exp

Depreciation

Interest

Income tax

Net profit

(140

.00

4.00

15.00

0.35

0.25

0.50

0.47

Gross profit

Royalty i ca»e

1.26

1.26

I s@yo

-04.00

0.09

4.09 4.09

3
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Balance Sheet

Liabilities Amount

in Laklß)

Equity shars ofRs. 10 3.50

10% preference sh

Reserve & surpl s

Long tern I a

Deben

Credi

xBil payablex

Accmdxexpenses

Proviston for tax

2.00

2.00

1.00

2.50

0.60

0.20

0.20

0.65

12.65

Assests

Plant & Machinery

Goodwill

Stock

Debtors

Prepaid expenses

marketable Securities

Cash

Amount

in L.akh)

7.50

I .40

I .50

1.00

025

0.75

0.25

12.65

Comment on the financial positi of-the company on the basis of

following ratios.

1) Current ratio

il) Debt equity Ratio

iil) Interest coverag a 10

iv) Stock Turnov tio.

v) Debtors turnover R€tio

OR

b) XYZ Ltd. has obtaine the following data concerning the averaoeyorking

capital cycle for other companies in the same indu the data

determine working capital cycle for the company genefl$comment on

Raw material stock turnover ays

Credit received ays

WIP turnover 5 dayg

Finished goods stock turnover

Debtors collection period days

95 days

161181-2002
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The company has provided following information

Panicular

Sales

Cost of production

Purchases

SAverage raw terialin stock

Average

AveraÉ#G

Average

Average Debtors

Amount

80,000

85,000

3503000

Q5)a) Machine a Cost 9ayable immediately. Machine B costs

I ,20,000 half payable imlélately and half payable in one year's time.

The cash receipts expe t reas ollows.

year (at end) foehine A ( <)

1 ho,ooo

2 60,000

3 40,000

4 30,000

5 20,000

At 7% opportunity cost. Which machin 

of NPV ? Will your decision change.K

basis of IRR?

OR

5

1101

Machine B ( < )

60,000-,

8/000

ould be'elected on the basis

oposp s are evaluated on the



b) A firm whose cost ofcapital is 10% is considering two mutually exclusive

project X and Y. the details of which are.

Year Pro•ect X ( < )

I O,OOO

20,000

30,000

45,000

60,000

Project Y ( < )

50,000

40,000

20,000

10,000

10 000

Evaluate the project on the basis of Net presencyalue, profitability Index

and IRR and suggest most profitabl • vestment.

O 9
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