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K-326
B. Com. (Part-1IT) Examination, 2021
(0Old Course)

(GroupA)
FINANCIAL MANAGEMENT
[ Paper : First (Optional) |
Time Allowed : Three Hours
Maximum Marks : 75
Minimum Passing Marks : 25

Note : Attempt all the five questions. One question from each

unit is compulsory. All questions carry equal marks.
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UNIT-I / S5re-|

What do you understand by Financial Management?
What is the relationship of financial functions to other

business functions? [15]
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The Balance sheet of Vijay Ltd. as on 31st March, 2021

is given ahead :
l. Liabilities
Share Capital 30,000

(300 share of ¥ 100 each)

Reserve and surplus 2,000
Bank overdraft 8,000
Current obligations 10,000

50,000

Il. Assets

Cash in hand 2,000
Building 11,000
Debtors 27,000
Preliminary expenses 2,000
Goodwill 8,000

50,000
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If the average profit of Vijay Ltd. is ¥ 4,000 and current
rate of return is 8%. Comment upon the situation of

capitalisation.

forar ffies @ 31 @9, 2021 # Frger e © ¢

! e
3T Tl 30,000
(100 T 9% & 300 3is)
RGN IICER] 2,000
o Tty 8,000
EISEELE] 10,000
50,000
. E
Ahg By H 2,000
CER] 11,000
TR 27,000
IR &g 2,000
S| 8,000
50,000
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UNIT-Il / S&E-1I

2. Hindustan Ltd. is considering the purchase of a new
machine for its expansion programme. There are two

possible machine suitable for the purpose their details

are as under : [15]
Machines

X Y

Rs. Rs.
Capital Cost 6,00,000| 6,00,000
Sale 10,00,000| 8,00,000
Cost of production
Direct materials 80,000 1,00,000
Direct labour 1,00,000 60,000
Factory overhead 1,20,000| 1,00,000
Adm. Overhead 40,000 20,000
Selling and distribution cost 20,000 20,000

The economic life of machine X is 5 years and 4 years of

machine Y. The scrap value are ¥ 60,000 and ¥ 40,000
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respectively. Sale are expected to be at the rates shown
each year during the full economic life of the machine.
Tax to be paid is expected at 50% of the net earning each
year. Interest on capital has to be paid at 10% p.a. Show

which machine would be the most profitable investment

on the basis of payback period.
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What do you mean by capital budgeting? Describe the
objectives of such budgeting from the point of view of an

industrial concern.
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UNIT-IIl / SR

3. A company has issued 10% redeemable preference
share of ¥ 100 each. These are redeemable at the end
of 10th year. The under-writing costs come to 2%.

Calculate the cost of preference share capital.  [15]
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Write notes on the following :
(i) Operating leverage
(ii) Financial leverage
(iii) Combined leverage
Frfafed W femfrr fafag
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(i) HGH AR
UNIT-IV / SHiE-IV

4. What do you understand by trading on equity? Discuss

its types, objects and limitations. [15]
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There are following three alternatives for a company

having a total capital of ¥ 10,00,000.
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Alternative

3 3 3
Equity Share 3,50,000| 7,00,000| 9,50,000
Reserve 50,000 - 50,000
7% preference
Share capital 2,00,000] 3,00,000 -
8% Debenture 4,00,000 - -
10,00,000] 10,00,000(10,00,000

Assuming the profit before tax and interest on debenture

is T 1,50,000 and tax rate is 50%. Comment on trading

on equity and capital gearing ratio.
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7% JAiRRER ST
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8% FOTIH 400,000 - -
1,000,000] 1,000,000] 1,000,000
(8)
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UNIT-V / SHRE-V
5. What factors should be considered while estimated
working capital? [15]
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The following are the data of Z Ltd. taken from the

accounting record :

T
Average stock of raw material during the year 1,80,000
Average stock of W.I.P. during the year 1,00,000
Average stock of finished goods during the year | 54,000
Average Balance of Debtor's 1,50,000
Average Balance of Creditor's 1,20,000
Average daily sales 2,000
Average daily cost of finished goods sold 1,800
Average daily consumption of raw material 1,200

Average period of credit available from suppliers is 100
days.
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Based on the above data; state :

(a)

(b)

(c)

(d)

(e)

Average period of raw material holding in store.

Credit period allowed to customers.

Average period for finished goods stay in godown.

Average period of conversion of raw material into

finished goods.

Working capital cycle (in days).
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(b)

(c)

(d)

K-326/10

Y § F= A1 H @ ) ofEd st
eh B & T A At
TeM ¥ SR AT W@W $ 9 St

e T B GO T § aRkafid s @ ed
A

Frishe Gt =6 (Rt )i

———X——

(11)



