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Semester: Jan 24 to Mar 24

Maximum Marks: 50    Examination: ESE Examination    Date: 27/03/2024
Duration: 10:30 AM to 1:30 PM

Programme code: 01

Programme: MBA

Class: FY Semester/Trimester: III

College:  K. J. Somaiya Institute of 
Management

Name of the department/Section/Center: 
Finance and Law

Course Code:  217P01C304 Name of the Course: Financial 
Management

Instructions:
 Question Number 1 is compulsory. Attempt any 4 of the remaining 

questions.
  All subparts of the question must be solved together.
  All working must form part of the solution.
  Make suitable assumptions wherever necessary.

Question
No.

 Max.
Marks

1.
The financial statements of Matrix Ltd. for 2 consecutive years are given below:

Profit and Loss A/c for the year ending 31st March, 2023:          ₹ in million

2023 2022
Revenue from operations 1065 950
Cost of Goods Sold 805 720
Gross Profit 260 230
Operating expenses 40 35
Profit Before Depreciation, Interest and Tax 220 195
Depreciation 50 40
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Profit Before Interest and Tax 170 155
Interest 35 30
Profit Before Tax 135 125
Tax 50 45
Profit After Tax 85 80
Dividends 35 30
Retained Earnings 50 50

Balance Sheet as at 31st March, 2023:                                          ₹ in million
2023 2022

Equity and Liabilities
Equity share capital (Par value of ₹ 10) 125 125
Reserves & Surplus 380 330
Long term loans 190 205
Current liabilities 240 193
 Total Equity and liabilities 935 853
Assets
Fixed Assets 550 495
Long term Investments 20 20
Current Assets 365 338
  Total Assets 935 853

Calculate  the  relevant  ratios  to  evaluate  the  performance  of  the  company  on
parameters such as profitability, liquidity, solvency, efficiency and shareholders’s
perspective. Market price per share is Rs. 1550 for 2022 and Rs. 1870 for 2023.



2 ABC Ltd is considering a project for introducing a new product line in the market. 

For evaluation purpose we will consider the life of the project to be 5 years. The 

cost of equipment is 20 Lakhs and the working capital of Rs 4 Lakhs. The sales 

forecast for 5 years is as follows:

Years Units sold every year

1 1,60,000

2 2,40,000

3 to 5 years 6,00,000 units p.a

Selling price per unit is 30. The CMR(Contribution Margin Ratio) is 35%.Fixed 

cost excluding depreciation is Rs 2,00,000 p.a. Depreciation has to be calculated as 

per SLM method. The salvage value of the asset is 4 lakh. Tax Rate applicable for 

this project is 25%.  Comment on the feasibility of the project based on NPV 

METHOD and the PI Method, taking cost of capital at 10%.

10

3 a
DCM Ltd had annual sales of 50,000 units at Rs 100 per unit. The company works
for 50 weeks in a year.

The cost details of the company are as given below:

Cost elements Unit cost (Rs)

Raw material  30

Labor  10
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(b)

Overheads  20

Cost Per unit  60

Profit Per unit  40

Selling price per unit 100

The company has a practice of storing raw material for 4 weeks’ requirement. The
wages and other expenses are paid after a lag of 2 weeks. Further the debtors enjoy a
credit of 10 weeks, and the company gets a credit of 4 weeks from the suppliers. The
processing time is 2 weeks and finished goods inventory is maintained for 4 weeks.

WIP@50% completion stage.

From the above information prepare a working capital estimate allowing for 15%
contingency

From the following information extracted from a manufacturing company, compute
the operating cycle in days.

Period covered 360 Days

Average Period of credit by suppliers    8 Days

Amount (Rs.’000)

Average total debtors outstanding 420

Raw material consumption 5800

Total Production cost 10880

Total cost of sales 10900

Sales for the year (credit) 15000

Value of Average stock maintained:
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Raw material 580

Work in progress 420

Finished goods 600
4 A company has the following book value capital structure:

Equity capital (Rs.10 face value fully 
paid-up)

Rs.10 crore

13% Preference shares (Rs.100 face 
value, fully paid-up)

Rs.  5 crore

Retained earnings Rs. 30 crore

12% Debentures (Rs.100 face value, 
fully paid-up)

Rs.  20 crore

10% Term Loans Rs. 15 crore
The earnings per equity share (EPS) for the next year is expected to be Rs.10 and the

company maintains a dividend payout ratio of 40 per cent. Dividend is expected to

grow  at  6  per  cent.  The  company’s  equity  shares  are  currently  trading  at  a

price/earnings  ratio  of  6  times  the  next  year’s  EPS.  Preference  shares  are

redeemable  at  par  after  8  years  and  currently  selling  at  Rs.80  per  share.

Debentures are  redeemable  after  5  years  at  a  premium of  5 per  cent  and are

currently selling at Rs.90 per debenture. The tax rate is 25 per cent. Calculate the

weighted average cost of capital using (a) book value proportions and (b) market

value proportions.

 10

5 a.  Excel Ltd is examining the question of relaxing its credit policy. It sells at present

25,000 units at a price of Rs. 100 per unit, the variable cost per unit is Rs. 80 and

average cost per unit at the current sales volume is Rs. 90. All the sales are on

5



credit, the average collection period being 30 days. Collection cost is Rs. 10,000

and bad debts is 1%. A relaxed credit policy is expected to increase sales by 20

per  cent  and  the  average  age  of  receivables  to  60  days.  Collection  cost  also

increased to Rs. 30,000 and bad debt will be  2%. Assuming 15 percent return,

should the firm relax its credit policy? Assume 360 days in a year for calculation

purposes.

b. At the time of his retirement, Mr. Ajay is given a choice between two alternatives 

(a) an Annual pension of Rs. 10,000 as long as he lives (b) Rs. 1,00,000 One time 

payment at the end of 6 years. If Mr. Ajay expects to live for 15 Years and the 

interest rate is 15%, which option appears more attractive?

5

6 Attempt ANY TWO from the following:

a. Describe the three broad areas of financial decision making

b. Explain the various determinants of Working capital

c. Describe  the  different  techniques  of  capital  budgeting  with  their

advantages and disadvantages.

  10
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