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Financial Management
(Paper - IV) (MAY - 2015) y Marks: 100
N.B.
1. Question No.1 is compulsory.
2. Solve any four questions from question number 2 to 8.
3. All questions carry 20 marks each.
4. All working notes should form part of answer.
Q1 Following is the Balance sheet of Gold Co. Ltd: (20)
Liabilities 31.3.16 31.3.17 Assets 31.3.16 31.3.17
(Rs.) (Rs.) (Rs.) (Rs.)
Share capital 6,00,000 | 7,00,000 | Fixed assets 4,00,000 | 6,50,000
General 1,50,000 | 2,00,000 | Debtors 2,00,000 | 3,50,000
Reserve
Profit and 1,00,000 | 2,00,000 | Stock 1,50,000 | 2,50,000
Loss a/c
14% | e 2,00,000 | Cash 1,00,000 | 1,30,000
Debentures
Proposed 70,000 80,000 | Underwriting 70,000 |  -------
Dividend Commission
9,20,000 | 13,80,000 9,20,000 | 13,80,000

a)
b)

c)

Q.2

Additional information:

Proposed dividend made during the year 2016 has been paid during 2017.
Depreciation for the year is Rs. 50,000 and on Land and Building Rs. 40,000.
Interim dividend paid during the 2017 to be 5% on the opening capital.

Prepare Fund Flow Statement and Statement showing Changes in Working Capital:

Particulars Per unit
Rs.
Material 25
Labour 16
Overheads 10
Total cost 51
Profit 09
Selling Price 60

Further details:

a) Raw materials will remain in stock on an average for 1 month.
b) Processing period is one month.

¢) Finished goods will be remained in stock for 2 months.
d) The credit period to be allowed to sundry debtors will be 2 months
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X Limited have furnished you the following information and requested you to
prepare a statement showing the requirement of Working Capital. The production
capacity is 40,000 units per annum. Output sales estimated for the year are 90% of the
production capacity. The estimated cost and selling price will be as under: (20)
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e) The credit period allowed by supplies of materials is 1 month.
f) 25% of the total sales will be for cash
g) The time lag in payment of wages and overheads is one month.
h) Cash on hand and at bank will be Rs. 25,000.

You are required to forecast working capital requirements of the company.

Q.3  Following are the Trend Income Statements for the year ended 31 March.
You are required to complete it. (20)
Rs. (In Lacs.) Trend % - Base year 2016
2016 2017 2018 2016 2017 2018
Net Sales 700 ? ? 100 120 140
Less: Cost of Goods sold 560 ? ? 100 110 ?
Gross profit 140 ? ? 100 160 150
Less: Operating Expenses 84 ? ? 100 125 175
Operating Profit 56 ? ? 100 ? ?
Add: Non-Operating Income ? ? ? 100 120 50
66 ? ? 100 ? ?
Less: Non- Operating Expense] 6 ? ? 100 100 200
60 125 56 100 208.33 93.3
Q.4 From the following Balance Sheet of a company ascertain: (20)
1. Current Ratio
2. Liquid Ratio
3. Capital Gearing Ratio
4. Proprietary Ratio
5. Stock to Working Capital Ratio
Balance sheet As on 315t March 2018
Liabilities 2018 Assets 2018
(Rs.) (Rs.)
Equity Share Capital 1,00,000 | Fixed Assets 1,62,000
6% Preference Share Capital 60,000 | Current Assets:
Reserves and surpluses 30,000 | Stock 22,000
Current Liabilities: Debtors 51,000
Sundry Creditors 44,000 | Bills Receivables 2,000
Tax Provision 15,000 | Bank 12,000
2,49,000 2,49,000

Q.5 Two companies M Ltd. And N Ltd. Producing and selling similar product forecast their profit

and Loss A/c for the next year which is as follows: (20)
Particulars M Ltd. N Ltd.
Rs. Rs. Rs. Rs.
Sales 6,00,000 6,00,000
Less: Variable Cost 4,00,000 4,50,000
Fixed Expenses 1,00,000 | 5,00,000 50,000 | 5,00,000
Estimated Profit 1,00,000 1,00,000
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Calculate for both the companies:
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1. Contribution
2. P/V Ratio
3. Break Even Point in Rupees
4. Margin of Safety
5. Sales required to earn a profit of Rs. 60,000
Q.6 Answer briefly
a) Explain the Income Statement Ratios. (10)
b) Discuss the sources of Long Term Finance. (10)
Q.7  Write short notes (any four) (20)
a) Types of Debentures
b) Determinants of working capital
c) Basic elements of Cost
d) Break even analyses
e) Merits and Demerits of Common size statement
f) Functions of Finance Manager
Q.8 XY Ltd., wants to purchase a new machine as the old machine has become obsolete.
The details of two machines has been provided by the company: (20)
Particulars Machine X Machine Y
Cost 5,00,000 8,00,000
Life 5 years 5 years
Salvage value Nil Nil

Profits after deprecation and Tax

Machine X (Rs.) Machine Y (Rs.)
Nil 2,00,000
1,00,000 2,80,000
4,00,000 3,10,000
2,80,000 3,40,000
1,20,000 1,60,000

The companies cost of capital is 16%. You are required to make an appraisal of the two
and advice the firm by using the following:

a) Payback period
b) Net Present Value

c) Pay back profitability

P. V. Factor at 16%o:

Year

1

P.V. factor

0.862

0.743

0.641

0.552

0.476
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