Paper / Subject Code: 83008 / Business M anagement Paper - 1V Financial M anagement

Time 3 Hours 100 MARKS
Instructions: - 1) All questions are compulsory.

2) Q 1 and Q 6 carry 20 marks whereas Q 2 to Q 5 carry 15 marks each.

Q 1 A) STATE WHETHER THE FOLLOWING STATEMENTS ARE TRUE OR FALSE.(any 10)

(10 marks)
1. Capital decisions are long term investment decisions.
2. Capital decisions need not to be taken carefully.
3. Working capital is excess of current assets over current liabilities.
4. A large sized organization requires less working capital.
5. Accounts receivable is a part of current assets.
6. Motive for holding cash is transactions motive.
7. Prime cost is indirect cost.
8. Carriage outward is considered as selling overheads.
9. Marginal costing is a method of costing.
10. P/v ratio is a ratio between contribution and sales.
11. At BEP, the organization is at no profit no loss stage.
12. Break point is a point at which the organization breaks down.
B) MATCH THE COLUMN. (ANY 10) (10 marks)
1. Capital budgeting decisions a. Discounted cash flow
2. NPV b. long term investment decisions
3. Permanent working capital c. to meet seasonal requirements
4. Seasonal working capital d. Minimum working capital
5. letter of credit e. issued by bank
6. Cash budget f. direct cost
7. Prime cost g. expected receipts and payments
8. Cost of production h. factory cost plus office overheads
9. Contribution 1. actual sales- break even sales
10. Margin of safety J- sales — variable cost
11. Marginal cost k. technique of control over debtors
12. ABC analysis l. Variable cost
Q.2. Amar enterprises is having the following two proposal of investment: (15 marks)
Proposal A Proposal B
Cost of Investment (%) 2,00,000 2,80,000
Life of Asset (Years) 4 5
Scrap Value Nil Nil
Net Income after depreciation and tax:
Year % %
2015 5000 Nil
2016 20000 34000
2017 35000 34000
2018 25000 34000
2019 - 34000
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It is estimated that each of the projects will require and additional working capital of 320,000
which will be received back in full after the expiry of each project life.
Depreciation is to be provided under straight line method.
You are required to assess the profitability of the projects on the basis of the following methods:
1. Return on Investment.
2. Pay-Back Period.
OR

Q.2. Akbar company wants to introduce a new product well estimated sales life of five years. The
manufacturing equipment will cost ¥50,00,000 with scrap value all 3,00,000 at the end of five
years. (15 marks)
The working capital requirement is ¥4,00,000 which will be released after 5 years.
The annual cash inflow and P.V. factor @ 10% are:

Years | 2 3 4 5

P.V. factor 0.909 0.826 0.751 0.683 0.621

Cash inflow X | 25,00,000 | 30,00,000 37,50,000 36,00,000 22,50,000

The depreciation to be charged under straight line method X 10,00,000

Tax applicable@ rate 40%

Evaluate the proposal under NPV.

Q.3 The projected profit and loss account of Abdul kalam azad for the year 2022-23 is as under

(15 marks)
4
Sales 3,65,000
Consumption of material 2,00,750
Labour 73,000
Overhead 54,750
Profit 36,500

The following additional information is furnished

1. Stock of material will be equal to 75 days of consumption.

ii. Stock of finished goods will be equal to 45 days production.

i11. Credit period to be allowed to Sundry debtors will be on an average 60 days.
iv. Credit period to be enjoyed from suppliers of materials will be 50 days.

v. Time lag in payment of labour and overheads will be 15 days.

vi. The amount of cash on hands and at bank will be on an average I 5250.

vii. 30% of sales will be for cash.

You are required to estimate the amount of working capital required.

OR

Q3. Anthony companies’ factory is having a capacity of 60,000 units per annum it is budgeted that
for the year 2018--19 the capacity utilisation will be 80%. The estimated cost and selling price

will be as under (15 marks)
Per unit X

Material 30

labour 20

Overheads 15

Profit 15

Selling price 80
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a) the stock of raw material will be equal to two months consumption.

b) the stock of finished goods will be equal to one month’s consumption.

¢) the credit period to be allowed to sundry debtors will be three months.

d) the credit period to be enjoyed from suppliers of materials will be 1.5 months.

e) of the sales, 25% will be for cash

f) the time lag in payment of labour and overheads will be one month.

g) the amount of cash on hand and at bank will be 10% of working capital excluding such amount
of cash.

You are required to calculate the amount of working capital required state the appropriate sources
for the same.

Q4. Manmohan Singh Itd. has an annual income sale of % 5,00,000. It is currently extended 30 days credit to
the dealers. It is felt that sales can pick up considerably if the dealers are willing to carry increase stocks,
but the dealers have difficulty in financing their inventory. The company is, therefore considering shift in
credit policy. The following information is available: (15 marks)

The average collection period is now 30 days.

variable cost are 80% on sales.

Fixed costs rupees 6,00,000 per annum.

Required (pre-tax) return on investment is 20% p.a.

Credit Policy Average Collection Period in days Annual Sales X
A 45 5,60,000
B 60 6,00,000
C 75 6,20,000
D 90 6,30,000

Determine which policy the company should adopt, assuming that 1 year= 360 days and debtors
are valued at total cost (for the purpose of calculating of investment in debtors).

OR

Q.4 Iyer Ltd. has given the following particulars. You are required to prepare a cash budget for 3
months ending 31st December, 2019 (15 marks)
A)

Particulars Sales Material Wages Overheads

August 400000 204000 76000 38000

September 420000 200000 76000 42000

October 460000 196000 80000 46000

November 500000 200000 84000 48000

December 600000 216000 90000 50000

Credit terms are:

B) sales / debtors-10% sales are on cash basis. 50% of credit sales are collected next month and a
balance in the following months

Creditors-materials 2 months, wages 1/5 months, overheads 1/2 months.

C) cash balance on 1st October, 2019 is expected to be X 80000.

D) a machinery will be installed in August 2019 at a cost of ¥1000000. The monthly instalment of
50000 is payable from October onwards.

E) dividend at 10% on preference share capital of X 3000000 will be paid on 1st December, 2019.
F) advance to be received for sale of vehicle X 200000 in December.

G) income tax (advance) to be paid in December 50000.
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Q.5 From the following information prepare cost statement for Joshi Itd (15 marks)
N
Material used in manufacturing 11,00,000
Material used in primary packaging 2,00,000
Material used in final packaging 30,000
Material used in the factory 15,000
Material used in the office 25,000
Labour required for production 2,00,000
Labour required for factory supervision 40,000
Chargeable expenses 1,00,000
Indirect expenses factory 20,000
Administrative expenses 25,000
Depreciation on office premises 15,000
Depreciation on factory prices 35,000
Freight on materials purchased 100,000
Sales expenses 70,000
Advertising expenses 25,000
What should be the selling price to obtain a profit of 20% on selling price.
OR
Q5. You are given the following data for the year 2009 of Shri. Ram Company: (15 marks)
%
Variable cost 60,00,000
Fixed cost 30,00,000
Net profit 10,00,000
Sales 1,00,00,000
Find out:
a. P/V Ratio.

b. Profit when sales amounted to %1,20,00,000.

c. BE.P.

d. Sales required to earn a profit of 320,00,000.

Q6.

1) Explain in detail about Capital Budgeting? What are the techniques of Capital Budgeting.

(10 marks)

2) Define Working Capital. Discuss in details the importance of Working Capital. (10 marks)

Q 6 Write Short notes. (Any 4)
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a) Importance of Capital Budgeting

b) Credit Policy in Receivables Management
c¢) Cash Management

d) Components of Working Capital

e) Marginal Costing

f) Profit Volume ratio
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