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a) Trxe & False (Any five) t 0 Ll
1. Prolil maximization is not an objective offinancial COl

management
2. Risk ard retum factor influencjng on investment CO2

decision. Co3
3. Net Working capital = Current assets COj
4. Prepaid expenses are recorded under current asset. CO2
5. Preference share capital is Debt source ofiinarce. COI
6. Wealth olcompany can be measured by market value

ofsharc price ofcompany x No. ofequjty shares.

b) Answer the shor questions (Any five) tO Ll
l. w]1at are the motives of holding cash? (any rwo) CO 4
2. What are the rechniques ofcapital budgeting (any CO 5

lhrec) CO 6
i. Defire cosl ofcapital CO 5
4. Define capital budgeting CO6
5. What are the sources olcapital (any tkee) CO 4
6. Define cash planning

Q.2 Answer ihe lollowing
a) Define major Decisions in Fjnancial Management. 10 L2 CO I

OR
a) Descdbe ho\I objectivc of\ealth maximization is superiorio 10 L2 COl

profit rnaximizalion.

b) Describe different techniques ofcapiial budget;ng. 10 L2 CO2

OR
b) Describe Investment Decision and Explain the factors 10 L2 CO2

alfecling the jnvestment decisjon.

Q.3 Answer the following
a) Determine the requirement ofworking capital to finance the 10 L3 CO3

level ofactivity of90000 unils of outpur for a year.
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a)

Cost per utrit (Rs)

Raw mateial 20

Direct l-ahor 5

15

Total cost 40

Profir 10

Selling price 50

Additional Information

1. Minimum cash balance d€sired Rs. 20000

2. Raw Material held in stock lor 2 month

3. WIP will approximate to halfmonth production

4. Finished goods remain in ware house lor I month

5. credit period olsuppliers I month and debtors 2month

Time lag in payment ofwages I month and overhead paid
after halfmonth
OR
Examine how efficient operating cycle leads to profitabilit)'
ofthe busiress.

XYZ Ltd. has requested you to prepare cash budget lor the
period January to Mar.
The estimated sales for January to March are 150000 pcr
month, And from April to June Rs 200000 per month. The
sales for November & December of the previous year have
been Rs 120000 each.
Cash and credit sales are €xpected to be 50% and 50%
respectively. The receivable from crcdit sales are expected !o
be 40% receivable on an average 1 month from lhe date of
sale and 60% on an average 2 month frofi date of sale.

Tte anticipated rcceipts are
Rs.70000 ftom ihe sale ofMachinery in March.
Company plans to purchase matelial worth Rs 60000 p.m. in
Jan to mar.
The payment of purchase is made one month after purchase,

The purchase for the December ofprevious year is Rs 60000.
Miscellaneous cash purchases are expected to be Rs 3000 per
month.
Wages paymenls are expected to be Rs 25000 per month.
Admin and Selling exp. expected to be Rs 15000 per month.
Marufacturing exp.32000 pcr month.

l0

10

L3

L]

c03

c04b)
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OR
b) Examine the application ofcash budget in efflcienl cash 10 L3 CO{

planning.

Q.4 Answer ary Two

a) The project cost Rs. 100000 and life is 5 yea$ with no 10 L3 CO5

salvage value. Tax hte 50o/o, compary follows straight line

method of dcpreciation. The eamings b€fore depreciation and

tax are as follows

Year 1 2 .] 4

EBDT 20000 22000 28000 30000 50000

D.F.r@r0"/. 0.909 0.826 0.751 0.683 0.62t

Calcutate 1 Payback Pe od
2. Net present value (if cost ofcapitat is i0%)

CLtd. is considering investment in prcject. The original 10 L3 CO5
investrnent will be Rs. 2000000, the life ofproject will be 5
yearc with no salvage value. The expected net cash inflow
after lax before depreciation as follows.

2 3 4 5

EATBD 99s00 I 10000 96000 96000 68000

D.F.@_38% o.'r2s 0.525 0.381 0.216 0.200

lF-ta40u/" 0;t14 0.5t0 0.364 0.260 0.r 86

Calculate intemal rate of rehrm.
c) Examine the importance ofcapital budgeting in financial l0 L3 COs

managemcnt decisions.

Q.5 Answer any Two

a) A compsny issues 6% debentures ofRs. 1000000, a company l0 L3 CO5

is in 5070 tax bracket. Calculate cost of debt capital, if
debentures are issued at

a) at par b) 10% P.emium c) at 10% Discount

XYZ company supplied the following informalion to you and
b) ."qr".,"d ,o .o.prte cost ofcapital based on book value and l0 L3 Co5

market value,

b)
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Sources of
Finance

Book

Vrlue

Market

Vrlue

After tsx

Cost (%)

Equrty 1000000 1500000 t2
Long Term Debl 800000 750000 7

Short TeIm Debt 200000 200000 4

Total 2000000 2450000

c) ADalyze different souces offina ce to meet capital 10 L4 CO6
requir€ment of business.
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