SVEM's NMIMS Unkveraliy
School of Disiance Learning

Financial Management / Financial Analysls & Managemeni
Diates 11122007 Marks: 100
Times 3060 to 6,80

SECTION - A

Answer sy two from the fellowing foer questions. Esch questienm carries Hh marks.

1. Explain "Wealth panximization™ and *Profilt maximesstion”™ objectives of finsneial
managemenl.

.2, Explain the smporance and limitations of mtio analyss.

3.3, What ere long-term sourees of finance?

(A, Discuss the profitabality versus risk frade-offs associnted with alternatve
combinmtions of shoct-term and long-1emm debt used in finencing o company’s stz

SECTION -B
Answer any three from the fellowing six guestions. Each question carries 10 marks,

0.5, Following are the summarnmeed prifit and bogs accoant and balance sheet of B

Limited for the year 2001;
Prafit and Los Account

R, Ra.
Ta Cpening Stock 04,500 By Sales &.50,000
To Purchases 545250 By Clasing Stock 1 4%.000
T Incidemnl expenses 14,250
Ta Ciross Prodit 340,000

9,0 (HMD) 009 DOl
Tao Cperating expeinses: Doy Cross Profit 40,000
Selling & distribution S0,000 By Moo-Opesating imcome
Adminisimiive expenses 1,350,000 Inferess 3000
Finange expenses 15,00 Profit on sale of shares fa 0}
To Mon-cpeiating expenses:

Lioes on zale of pssels 410

To Met Profii 150,000

349000 349,000
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Balance Sheel

s

Issued Capitsl:
3000 Ondinary Shares
Of Bs, |00 eack 2 00,00
Heaerves QKD
Crarrend Linkalilses 1,300,004
Profit & loss sscauml __ G000

4 B0000

Rs
Lasud and badlding 1,540,000
Plant, mechinery eic. 0,040
Stock-metrade 1.4%.000
Sundry Debtors 75,000
L= Provisions
For doubiful dehes £,000 F1HH)
Cash and Hank balances 3000
4 B0

Fron ihiis stabement, you fre required to caleulate the [Dikowing miios and ste te
prurpose they are: (i) current ratin, (i) opersting mein, (i) stock tamesver ratio, (iv) fired
wseets turmover, (v) netim on capital employed.

Q6. From the fllowing balance sheet of XYZ Lid., prepare s cash flow stasement:

Hch Wxl |
Rs. Rs.
Agmseis:
Lamnd 183,000 1,58, K
Muchinery 00,000 7,25, 00K
Lesst Accumulated depre. 1 20uH0 145000
A 80,10 5,80, 0

Laan to direetor 35,000 Bl
lovestiems 30,000 440,000
Imvendsry 1, 60,000 | 48,000
Mebtors 1,230,004 162,000
Bank balande BT BB

Total (Rs) 10.4:5,000 12.26,000
Linhilities:
Equity shure capital 450,000 fo (L EHND
Shure Premiom Mil 15,0040
Profif and less nfe £0.000 1, 10,004
18% Delentures 220,000 2,060,000
Profid an redemption of debentures i [etlH
Sumdry creditors 220,000 1,850,060
Provision far taxation 40,000 500,000
Proposed dividensd A3,000 _ G000

Total (s} 1045000 1226
-
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Dhring the yoar, plant coating R 40,000 was sald for Re 5000, Acommuslatod
denrecinlion was Re 20,604, Tax peid during ihe year was Bs. 55,000

0.7 0FE Lid,, nnew company, eammences e brasievess on April 1 amd deposiis

Fes 1,1H,000 in the hank, This sum will be insafficient w finanee ils aperalions cver o
period nf & months, and yon e psked b prepare & cash tudgel frean Aprl to September
W determine the mesithdy everdradt limits 10 seek from the comparry bankers

i Bales are made 1o oot dEsmibator coly on 30 doy eons, 336 discount, and
cheques are ecelved oo the tirst day of the month following the due dats

il Plont purchases wesling 5o Ba, 50,000 are o be made in April,

iiiy  Budgeted figures ane :

[ Apdl May June luly TAusgust | Septem
Purchase | SO0 4HH L) ] AN 50000
| Wages A0 SHN P00 A0 SOIHIG A0

Fapemsss | 4000 | S000__| 4000 [ doo0 | swi0 | 4000
[ Sales [ TG B HOODK | 000 | IO

r |

g

Al puarchases sre made on o 30 days emns

8. A proformss cost sheet of acompaiy provides (e fellowing particulars:

Amyauni per unit

[Elzments of cost:

Rsow materiabs Rs. 30
Iinect Inhour e
Dverhend fll
Tatal eosi 170
Profi —ag
Selling price 2

Tl falkowing fusther particubars arc availoble :

Fasw maferials in stock, om averape, ope month; Materals in process (completion stage,
S0 per cent), on avernge, balfa mondh; Finighed gonds iz stock, on avemge ooe monlh.

Credit alkowed by sappliers i3 one mant; Credit atlowed o debtars is o mantks;
Average fime-lag in payments of wages is 1.5 weeks and onc month in cverbend ngemses
otte-fourts of e output is sold ngrinsi cash: cash in hand ond at ek i leghned 1o be
maintniped st Rs 3 65000,
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You are required 10 prepane a statement showing the waorking capital needed & finance n
level of sctivily of [ 04,000 units of production. You meay essume thot procection is
cxrried on evenly throughout the year, and wapes and overhewds acerue simitarly.

1% As invesiment of R 156,000 yickds the following cash inT‘nnw-,.erml’.l PaxFore
depreciation bat after tax):

Year Re

I 30,000

7N 40,000

3 00

4. 3008

3 240,00
LE0O00

Crleulnte NPV af 107% discounting factor.
.00, Discwss important functions of finance monager.

sesssemanasnes Alll the Pest somee oo
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