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B. Com. (Part 111) EXAMINATION, 2021

(Optional Group A—Finance Area)
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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What do you understand by Financial Management ? What is
the relationship of finance function to other business
functions ?
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Explain the meaning of financial plan. What are the

characteristics of a sound financial plan ?
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Explain the nature and concept of capital expenditure
budgeting. Examine its need and importance. What are its

practical utilities ?
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PSSR 6,00,000 |  6,00,000
GEl 10,00,000 |  8,00,000
BATeT oId -
e AT 80,000 | 1,00,000
el S 1,00,000 60,000
BRG] YR 1,20,000 |  1,00,000
WIS SURSY 40,000 20,000
CERRGRE UYL 20,000 20,000
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Sangita Ltd. is considering to purchase a new machine for its
expansion programme. There are two possible machines

suitable for the purpose. Their details are as under :

X Machine | Y Machine
®) ®)

Capital Cost 6,00,000 6,00,000
Sales 10,00,000 8,00,000
Cost of Production :
Direct materials 80,000 1,00,000
Direct labour 1,00,000 60,000
Factory overheads 1,20,000 1,00,000
Administration overheads 40,000 20,000
Selling and Distribution cost 20,000 20,000

The economic life of machine X is 5 years and that of
machine Y is 4 years. The scrap values are ¥ 60,000 and
T 40,000 respectively. Sales are expected to be at the rates
shown each year during the full economic life of the
machines. The costs relate to annual expenditure resulting
from each machine. Tax to be paid is expected at 50% of the
net earning each year. Interest on capital has to be paid at
10% p. a. Show which machine would be the most profitable

investments on the basis of payback period.
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What do you understand by ‘Cost of Capital” ? How will you

determine the cost of capital from different sources ?
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The following estimates are for a new product :

Break-even point 20000 units
Selling price T 70 per unit
Variable cost T 50 per unit
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Calculate operating leverage from the above estimates for a
volume of 25000 units and 30000 units and draw a suitable
reference from the difference in operating leverage for the

two output levels.
SHI—4
(UNIT—4)
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What do you mean by capital structure ? When should it be
called optimum ?
JIdT
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Define dividend. Explain the different forms of dividends.
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(UNIT—5)
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What do you understand by Working Capital Management ?

Enumerate the dangers of deficiency and surplus in working

capital.
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What are the various sources of working capital financing ?

Describe the owned sources under long-term sources of

financing.

E-3057



