ECONOMIC ADMINISTRATION
AND FINANCIAL MANAGEMENT
‘Second Paper : Elements of Financial Management

Time : Three Hours Maximum Marks @ 100
UNIT-U3hE-1

1. What do you understand by financial analysis ? Explam various

l:c:chmques of financial analysis. 4416
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From the fﬂllowmg Balance Sheet calculate : d+d4d44+4
(a) Debt-equity ratio (b) Proprietary ratio
(c) Solvency ratio (d) Fixed assets to net worth ratio

(e) Liquid ratio.
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Balance Sheet as on .... ,
Liabilities : ‘ L4
Equity share capital 75,000
Preference share capital 25,000
Reserve and surplus 84,500
7% Debentures 1,00,000
Current liabilities 22,500
3,07,000
Assets : T -
Fixed Assets 2,19,810 .
Inventories ) : 49,460
Trade Receivables 11,710
Cash and equivalents 26,020
3,07,000
UNIT-II/z&E -0
. Write short notes on : .
(i)  Distinguish between Cash Flow Statement and Fund Flow Statement. 10
(ii) Investment analysis ratios. 10
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The Balance Sheets as on 31st, March 2014 and 2015 are given below :
31974, 2014 T 2015 F feufa-foamor = f@ A € -

Liabilities 31-3-2014 31-3-2015
®) 03]

Share capital - 3,00,000 ~ 4,00,000
Capital Reserve — 10,000
General Reserve 50,000 ’ 65,000
Profit and Loss A/c 1,70,000 2,00,000
Current liabilities 1,40,000 - 1,50,000
Provision for Income tax : 90,000 80,000
Proposed Dividend - 36,000 48,000
Total ’ 7,86,000 . - 9,53,000.
Assets : 31-3-2014 31-3-2015
Machineries at cost 5,00,000 6,00,000
Less : Depreciation 1,50,000 1,70,000
3,50,000 4,30,000

Trade Investments 80,000 60,000
Stock 2,00,000 2,63,000
Debtors ) 1,06,000 1,50,000
Bank 30,000 40,000
Preliminary Expenses 20,000 10,000

Total A 7.86,000 . 9,53,000



During the year-ended 31st March, 2015 the company :

(i) Sold one machine for ¥ 30,000, the cost of which was ¥ 60,000 and
depreciation provided on it was ¥ 20,000,

(ii) Sold trade investment at a profit which was credited to capital reserve,

Prepare the statement of sources and application of funds during the year

ended 31st March, 2015. Assume provision for income, tax and proposed

dividend as non-current liabilities. 20
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. The following figures relate to a company :
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Year I Year IT
Sales - 2,00,000 3,00,000
Fixed cost 40,000 50,000
Variable cost 1,10,000 1,80,000
Calculate : :
(i) P/V ratio ot 343
(11) Break-even point . _ 444
(iii) Margin of safety. 3+3
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Explain the various sources of lonz-term finance available to a public
limited company. 20
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. Prepare a cash budget of a company for April, May and June, 2016 using

the following information :

Months Sales Purchases _ Wages Expenses
2016 &) . ) ® ®)
January (Actual) 80,00 45,000 20,000 5,000
February (Actual) 80,000 40,000 18,000 6,000
March (Actual) 75,000 42,000 ' 22,000 6,000
April (Budgeted) 90,000 50,000 24,000 7,000
May (Budgeted) ‘85,000 45,000 20,000 6,000
June (Budgeted) 80,000 35,000 18,000 5,000

You are further informed that :

(i) 10% of the purchases and 20% of the sales are cash.

(ii) The average collection period of the companyis 1/2 month and the
credit purchases are paid off regularly after one month.

(1i1) Wages are paig half monthly and the rent of ¥ 500 included in
expenses is paid monthly.

(iv) Cash and bank balance as on April, Ist was ¥ 15,000 and the comp~
wants to keep it at the end of every month around this figure;’
excess cash (in multiple of thousand rupees) being put in fis,
deposit. "
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Explain the concept and determinants of working capital. 5+15
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. Explain the menaing of inventory control. Discuss the various techniques

of inventory control.
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The following details relate to the two machines X and Y :
FAffdwmHRIX S Y FTagd8 e :
Machine X MachineY
wf X wiAY
: ®) )
Cost 56,125 56,125
Estimated life 5 years 5 years
Estimated salvage.value 3,000 - 3,000
Annual income after tax and depreciation :
Year 4 R4
I - 3,375 11,375
I 5,375 9,375
m : 7,375 7,375
v 9,375 5,375 -
v - 11,375 3,375

Overhauling charges at the end of third year are ¥ 25,000. Depreciation
has been charged at straightline method. Discount rate is 10%. P.V. factor
at 10% for the five years are .0909, 0.826, 0.751, 0.683 and 0.621.

Suggest which project should be accepted. _ 18+2
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