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1. Solve the following : (Attempt any 2, 7 marks each)  14 

 (a) What sum of money is invested every year @ 13% p.a. compounded interest for   

6 years will amount to ` 2,00,000 ? 

 (b) A person is investing ` 95,000 for 4 years at the rate of 6% p.a., find the 

compounded value at the end of 4 years, if compounding is done semi-annually ? 

 (c) Mr. Y borrowed ` 5,00,000 to be paid in 5 annual installments. The rate of 

interest is 9% p.a. Find the amount of instalment and prepare Loan Amortization 

Schedule. 

                         OR 

1. (A) Discuss the importance of financial management in business.  7 

 (B) Explain the executive finance function in detail.  7 

 

2. From the following data, prepare cash budget of Mr. KK for 6 month period ending 30th  

June, 2024.          14 

Month Sales Purchase Wages Administration 

Expenses 

Selling 

Expenses 

Nov. 2023 2,00,000 85,000 18,000 8,000 5,000 

Dec. 2023 2,50,000 95,000 20,000 8,800 6,000 

Jan. 2024 3,00,000 75,000 22,000 10,400 7,000 

Feb. 2024 3,50,000 95,000 20,000 8,600 8,000 

Mar. 2024 2,25,000 75,000 30,000 10,600 9,000 

Apr. 2024 3,35,000 1,85,000 26,000 9,800 10,000 

May 2024 3,55,000 70,000 22,000 6,200 8,000 

June 2024 2,15,000 65,000 18,000 5,600 7,000 
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 Additional Information : 
 (1) The opening cash balance is ` 1,12,000. 
 (2) Assume the proportion of cash sales and credit sales as 2 : 3. 
 (3) Assume 10% of total purchases to be cash. 
 (4) Assume 10% of the credit sales to be returned every month. 
 (5) 40% of the Net credit sales are realized in the month following the sales and 

remaining in the second month following the sales. 
 (6) Sales commission is 5% of the total net sales, is to be paid in the next month after 

actual sales. 
 (7) The period of credit allowed by suppliers is two month. 
 (8) The time lag in payment of wages is ½ month. 
 (9) The time lag in payment of administration expenses and selling expenses is 1 

month. 
 (10) Plant costing ` 3,00,000 is due for delivery in the month of Oct. 2023 payable 

10% on delivery and remaining in 3 equal installments from Jan. to March 2024. 
OR 

2. (A) Discuss the factors affecting working capital. 7 
 (B) What is Inventory ? What are the motives of holding inventory ? 7 
 
3. Calculate Operating, Financial and Combined Leverage under Situation A, B & C and 

Financial Plan 1, 2 & 3. 14  
Installed Capacity 10,000 units  
Actual Production and Sales 70% of the Capacity  
Selling Price ` 32 per unit  
Variable Cost ` 16 per unit 
Fixed Cost :  
Under Situation I  ` 18,000 
 Situation II  ` 28,000 
 Situation III ` 38,000 
Capital structure : Plan – 1 Plan – 2 Plan – 3 

Equity 25,000 10,000 40,000 
Debt (Rate of Interest at 15%) 25,000 40,000 10,000 
Total 50,000 50,000 50,000 

OR 
3. (A) Write a note on Financial Breakeven Point. 7 
 (B) A company wants to implement some capital projects for which it requires to 

raise finance to the extent of ` 15,00,000 for which its finance manager has 
formulated various financial plans as follows : 7 

  (i) To raise ` 15,00,000 by equity capital OR by 12% preference shares of            
` 5,00,000, and ` 10,00,000 by equity capital. 

  (ii) To raise ` 15,00,000 by equity capital OR by 12% preference shares of           
` 5,00,000, ` 5,00,000/- by issue of 10% debenture and ` 5,00,000 by 
equity capital. 

  Tax rate applicable is 50% and for the purpose of calculation, assume face value 
of all securities as ` 100. 

  Determine the Indifference Point. 
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4. Shivam Ltd. contemplates to purchase a new machine. Its estimated cost is ` 4,00,000. 
In addition, the company estimates that the annual maintenance cost would be ` 20,000 
during its working life of five years. The scrap value is estimated to be ` 50,000. The 
Profit before depreciation maintenance and tax are as under : 14 
Year 1 2 3 4 5 

PBDMT (`) 2,00,000 2,20,000 2,40,000 2,60,000 2,80,000 

 The depreciation is charged on Straight line method and tax rate applicable is 50%. 
From the following information, find the following : 

 (i) Pay Back Period 

 (ii) Average Rate of Return 

 (iii) Net Present Value at 8% 

 (iv) Profitability Index at 8% 

      OR 

4. (A) Explain Net Present method of capital budgeting and highlight its merits and 
demerits. 7 

4. (B) Discuss different types of capital budgeting decisions in detail. 7 

 

5. Do as directed : (Any 7) 14 

 (1) As per approximation rule of 72, if the money would get doubled in 6 years, what 
percentage return an investor gets ? 

 (2) Name 2 types of trading on equity. 

 (3) Compute the present value of perpetuity of ` 500 per year, if the discount rate is 
5.0%. 

 (4) Ordering level indicates the lower level of stocks of inventory. (True/False) 

 (5) If Net present value = 0, we accept the proposal. (True/False) 

 (6) The role of financial manager in traditional approach is only procurement of 
funds. (True/False) 

 (7) If Profitability Index = 1, we accept the proposal. (True/False) 

 (8) ________ Maximization means maximization of net worth of the shareholders.  

    (Wealth, Sales, Profit, Production) 

 (9) Which method of capital budgeting ignores cash generation beyond the period 
when cash inflows exceeds investments ? (Pay Back Period Method, Net Present 
Value Method, Average Rate of Return Method) 

 (10) Find EOQ, if annual consumption is 6000 units, ordering cost is ` 500 per order, 
carrying cost is 20% and purchase price is ` 50 per unit. 

 (11) The full form of EPS is Equity Preference Share. (True/False) 

 (12) “3/20 Net 60”, in this 3 denotes _________. 
_______________ 
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