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B.Com. (Part-III)
Suppl. EXAMINATION, 2021

(Optional Group-A : Finance Area)
Group-II1
Paper First
FINANCIAL MANAGEMENT
Time : Three hours
Maximum Marks : 75
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Attempt all the five questions. One question from
each Unit is compulsory. All questions carry equal

marks.
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Compare the objective of Profit Maximisation with

that of the Wealth Maximisation.
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Define Financial function ? Explain the traditional
and modern approaches of Finance Function.
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Explain the concept of Capital budgeting and discuss
its importance in Financial Management.
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X Ltd. bought a machine three years ago for Rs.

1,00,000. Its Economic life was five years with no



[3] ED-2047

salvage value. It is depreciated on straight line
basis.The annual depreciation therefore turns out to
be Rs. 20,000. The present book value of the machine
i1s Rs. 40,000. What would be the cash inflow from
the sale of machine. If the firm wants to replace it, if
sale proceeds are (i) Rs. 1,20,000 (i1) Rs. 60,000 and
(111) Rs. 20,000. Assume income tax rate as 55% and
capital gains tax as 30%.
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Define cost of capital . How will you determine the
capital of different sources ?
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The following estimates are given for a new product.

Break even points 10000 units, variable cost Rs. 45
per unit. Selling price Rs. 70 per unit. Calculate
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Operating Leverage (OL) from the above estimates
for a volume of 12500 units and 15000 units and draw
suitable inference from the difference in operating
leverages for the two output levels.
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Briefly examine the Walter’s Model dividend.
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I |
There are two firms X and Y. Both the firms have
capitalisation of Rs. 2,50,000 each and both earn
Rs. 40,000 each before interest and tax. While firms
X has obtained its whole capital through Rs. 100
equity share firm, ‘Y’ has obtained Rs. 1,00,000
through 10% debentures and the balance Rs.
1,00,000 through 9% preference shares.
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Comment upon the policy of trading on equity
following by the firm “Y’.
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What are various costs and benefits associated with
receivables ? How 1is the optimum size of
Receivables determined?
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From the data given below, prepare working capital
forecast.

Budgeted sales : (Rs. 20 per unit) Rs. 5,20,000 p.a.

Analysis of one rupee sales :

Raw Material 0.30
Labour 0.40
Overhead 0.30
Profit 0.10

Sales “1.00

It is estimated that :
Raw material are kept in stock for 3 weeks and
finished goods for 2 weeks.

Factory processing will take 3 weeks.

Suppliers will give 5 weeks credit and customers will
required 8 weeks credit.

It may be assumed that wages and overheads accrue
evenly throughout the year.



