Paper / Subject Code: 71023 / Business Management : Paper 1V - Financial Management.

T.Y.B.COM Q. P. Code: 50077
-: Business Management Group :-
Financial Management Marks: 100

(Paper - IV) (DEC - 2018)

Note: 1. Question No.1 is compulsory.

2. Solve any four questions from questions number 2 to 8.
3. All questions carry 20 marks each.
4. All working notes should from part of answer.

Q1. Following are Balance Sheets of Aqua Ltd as at 31st December: (20)
Liabilities 2013 2014 Assets 2013 2014
Eq Sh. Capital 3,00,000 | 3,00,000 | Goodwill 1,15,000 | 90,000
8% Debentures 1,50,000 | 1,00,000 | Land &Bldg 2,00,000 | 1,70,000
General Reserve 40,000 | 70,000 | Plant 80,000 | 1,00,000
P&LA/ 30,000 | 48,000 | Debtors 1,60,000 | 2,00,000
Proposed Dividend 42,000 | 50,000 | Stock 77,000 | 1,09,000
Creditors 55,000 | 83,000 | Bills 20,000 | 30,000
Bills payable 20,000 | 16,000 | Receivable 15,000 | 10,000
Provision for | 40,000 | 50,000 | Cash 10,000 8,000
taxation Bank
6,77,000 | 7,17,000 6,77,000 | 7,17,000
Additional Information:
1. Depreciation of Rs.10,000 and Rs.20,000 have been provided on plant and land
Building respectively in 2014
2. Aninterim dividend of Rs. 20,000 has been paid in 2014
3. Income tax Rs. 35,000 has been paid during the year 2014
You are required to prepare:
a. A statement of changes in working capital.
b. A statement of sources and application of funds for the year 2014.
Q2.  Amaza Ltd. Was found and incorporated on 1% April, 2013. You are given following
trial balance as on 31% March2014You are required to prepare vertical statement. (20)
Particulars 31*March 2014
Dr. Rs. Cr. Rs.
Land and building 25,50,000
Machinery 8,00,000
Furniture 3,00,000
Sundry debtors 5,00,000
Cash & Bank balance 1,00,000
Sundry Creditor 3,00,000
Outstanding Expenses 20,000
Sales 30,00,000
Purchase 15,00,000
Opening stock 3,00,000
Admin. Exp. 3,70,000
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P/L Opening Balance 7,44,000

Selling Exp 1,10,000

Share capital 20,00,000

Unsecured loan 4,66,000
65,30,000 | 65,30,000

Adjustment
1. Closing Stock as on 31% March, 2014 is Rs. 4,00,000.

Q3.  The following data are supplied relating to two investment proposals, only one of

which may be selected: (20)
Proposal | Proposal
A B
(Rs) (Rs)

Initial capital Expenditure 50,000 50,000
Profit (Loss) after Tax
Year 1 25,000 10,000
Year 2 20,000 10,000
Year 3 15,000 14,000
Year 4 10,000 26,000
Estimated resale value at the end of 10,000 10,000
year 4

Notes:

(a) Profit is calculated after deducting Tax and straight line deprecation.
(b) The cost of capital is 10%.

(c) P.V pactor @10%.

1 2 3 4

Year
P.V factor

0.9091 0.8264 0.7513 0.6830

Which proposal should be accepted based on Pay back period and Net Present Value

Q4.  The management of Royal Industries has called for a statement showing the working
capital to finance a level of activity of 1,80,000 units of output for the year. The cost structure
for the company’s product for the above mentioned activity level is detailed below: (20)

Cost per unit (Rs)
Raw Materials 20
Direct Labour 05
Overheads 15
40
Profit 10
Selling Price 50

Additional Information:
(a) Minimum desire cash balance is Rs. 20,000
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(b) Raw Materials are held in stock, on an average, for two months.

(c) Work in progress (assume 50% competition stage) will approximate to half — a —
month’s production.

(d) Finished goods remain in warehouse, on an average for a month.

(e) Suppliers of materials extend a month’s credit and debtors are provided two month’s
credit; cash sales are 25% of total sale.

(F) There is time lag in payment of wages of a month; and half — a month in the case of
overheads.

From the above facts, you are required to prepare a statement showing working capital

requirements.

Q5. Ramakanth Corporation Ltd. has prepared the following budget estimates (20)
for the year 2014-15;

Sales units 15,000
Fixed Expenses Rs. 34,000
Sales Value Rs. 1,50,000
Variable Costs 6 per unit

You are required to:

)] Find the P/V Ratio, Break-even point and Margin of Safety.

i) Calculate the Revised P/V Ratio, Break even Point and Margin of Safety in
each of the following cases:
a) Decrease of 10% in selling price
b) Increase of 10% in variable costs

Q6.  Write short notes: (any 4) (20)
a. Merits of Internal Financing

b. Liquidity Ratios

c. Operating Cycle

d. Users of Financial Statements

e. Cost involved in Accounts Receivables

f. Importance of Cash mangement

Q7.  A. Discuss factors affecting working capital Requirement. (10)
B. Explain Role of Finance Manager. (10)
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Q8.  Prepare a Cash Budget for January to March 2013 from the following information
of Aman Ltd.: (20)
Month Sales | Purchase | Wages Direct Depreciation | Overhead
Expenses S

December, 58,000 38,000 11,000 9,000 800 7,000
2012
January, 2013 97,000 27,000 14,000 8,000 800 6,000
February, 2013 82,000 26,000 11,000 7,000 900 3,000
March, 2013 98,000 24,000 21,000 5,000 900 4,000

Other Information:

a) Closing Cash in hand on 31/12/2012 was Rs. 21, 800.
b) 30% of sales are for cash and debtors get realized in 1 month period.
c) One month credit is available from creditors for purchases.
d) Overheads are paid in the next month.

e) Lag in the payment of Wages in 1 month.

f) 5% commission is payable on total sales in the month of sales.
g) A grant of bank loan Rs. 18,000 is expected in February, 2013.

h) Dividend on investment Rs. 1,000 is Receivable in March, 2013.
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