SECOND SERIES EXAMINATION 2016
FINANCIAL MANAGEMENT
Time: 1 ½  Hours 





Maximum: 30 Marks





       Section – A

Answer all questions.
Each question carries 2 marks.

1. What is meant by non-recourse factoring?
2. What is meant by venture capital financing?
3. Define economic order quantity 



( 3 x 2 = 6 marks)

   




Section –B

                                                Answer all  questions




         Each question carriers 4  marks

4. Differentiate between Hire purchase and leasing 
5. What are the major sources of long term finance? 
6. Explain the concept of financial leverage. Show the impact of financial leverage on the EPS. 









( 3 x 4= 12 marks)

Section –C

                                           Answer any two of the following
Each question carriers 6 marks

7. Explain the assumptions and implications of the NI approach and the NOI approach. Illustrate your answer with hypothetical examples. 
8. What are the various concepts of cost of capital? Why should they be distinguished in financial management?

9. While preparing a project report on behalf of a client you have collected the following facts. Estimate the net working capital required for that project. Add 10% to your computed figure to allow for contingencies.

Estimated cost per unit of production is:-

Amount(Rs.)

Raw Material



42.4

Direct Labour



15.9

Overheads



31.8

Total Cost



90.1

Additional information:-

Selling Price



-     Rs.106 per unit.

Level of Activity


-     1, 00,000 Units of production p.a.
Raw material in stock


-     Average 4 weeks

Work-in-progress


-     Average 2 Weeks

Finished goods in stock

-     Average 4 Weeks

Credit allowed by suppliers

-     Average 4 weeks

Credit allowed to Debtors

-     Average 8 Weeks

Lag in payment of Wages

-     Average 1 ½ Weeks

Cash at bank is expected to be Rs.1, 25,000/-

You may assume that production is carried on evenly through out the year. And wages and overheads accrue similarly. 1/4th of the output is sold against cash. Prepare a statement showing the working capital requirements. 
(2 x 6 = 12 marks)

