
MAY 2011 P/ID 77512/PMBM    Time : Three hours Maximum : 100 marks  

 PART A — (5 × 6 = 30 marks) Answer any FIVE of the following. 

1. Briefly explain the scope of Finance. 

2. Explain the features of Financial Planning. 

3. State the importance of Financial Forecasting. 

4. What do you mean by Financial Statement Analysis? 

5. What do you mean by Operating Leverage? Discuss its uses. 

6. Write a short note on Break-Even Analysis and describe its limitations. 

7. Define ‘Zero-Based’ Budget. State its importance. 

8. Briefly explain the Chore Committee ecommendations of working capital finance.  

PART B — (5 × 10 = 50 marks)  Answer any FIVE of the following. 

9. Compare and contrast between operating leverage and financial leverage. Explain with suitable examples. 

10. What is meant by Profit Cost Analysis? Discuss its features and merits. 

11. Describe the similarity and difference between Budgets and Standard Costs. 

12. Define ‘Finance Function’. Explain in detail the various finance functions in a large manufacturing 

organisation. 

13. What do you mean by optimum Capital Structure? Discuss different theories of Capital structure. 

14. What is Budgetary Control? Discuss its significance. Explain the steps involved in implementing Budgetary 

Control System in an organisation. 

15. Discuss the dynamics of relationship that may exist between Financial Management and other functional 

areas. 

16. What is Budgetary Control? Discuss its significance. Explain the steps involved in implementing Budgetary 

Control System in an organisation.  

PART C — (1 × 20 = 20 marks) compulsory 

17. A company with net operating earnings of Rs. 3, 00,000 is attempting to evaluate a number of possible 

capital structures, given below. Which of the capital structures will you recommend and why? 

Capital Structure  Debt in capital structure (Rs)  Ki(%)   Ke (%) 

1   300000    10   12.0 

2   400000    10   12.5 

3    500000    11   13.5 

4   600000    12   15.0 

5   700000    14   18.0 

 

 

 



OCTOBER 2011 P/ID 77512/PMBM   Time : Three hours Maximum : 100 marks 

PART A — (5 × 6 = 30 marks) Answer any FIVE questions. 

1. How is the finance function organised in a large company? 

2. State the key questions to be addressed while analysing financial statements. 

3. Explain the assumptions underlying the break-even analysis. 

4. Explain the main objective of cash management.  

5. Explain the rationale of tandon committee's recommendations.  

6. The shares of a Leather Company are selling at Rs. 30 per share. The firm had paid dividend at the rate of 

Rs. 3 per share last year. The estimated growth of the company is approximately 6% per year. 

(a) Determine the cost of equity capital of the company. 

(b) Determine the estimated market price of the equity shares if the anticipated growth rate of firm rises to 

9%. 

7. Define operating and financial leverage. 

8. Explain zero base budgeting. 

PART B — (5 × 10 = 50 marks) Answer any FIVE questions. 

9. Consider the following data of XYZ Ltd. Selling price per unit Rs. 60 variable cost per unit Rs. 40 ; fixed cost 

Rs. 3,00,000 ; Interest burden Rs. 1,00,000 ; Tax rate 50% ; preference dividend Rs. 50,000. Calculate the 

three types of leverages if the number of units sold is 10,000. 

10. Explain the executive functions of Financial Management.  

11. Briefly explain the factors which determine the working capital needs of a firm. 

12. What is a break-even chart? Explain its utility.  

13. Explain sources of long term finance. 

14. Explain the importance of finance information system. 

15. What are important components for inventory planning and control? 

16. SJK corporation has the following book value of capital structure : 

Securities    Amount   After tax 

     Rs.    cost 

Equity capital (15 lakhs  

shares at Rs. 10 each)   1,50,00,000 

10% preference share   50,00,000   10% 

Retained earnings   1,00,00,000 

13% debentures   60,00,000   13% 

Term loan (12%)   70,00,000   12% 

     4,30,00,000 



OCTOBER 2011 P/ID 77512/PMBM  

Expected dividend is Rs. 2.00 per share. Calculate weighted average cost.  

PART C — (1 × 20 = 20 marks)  (Compulsory) 

17. The expenses for budgeted production of 10,000 units in a factory are furnished below : 

 Per unit 

         Rs. 

Material        70 

Labour         25 

Variable overheads       20 

Fixed overheads (Rs. 1,00,000)      10 

Variable expenses (Direct)      5 

Selling expenses (10% fixed)      13 

Distribution expenses (20% fixed)     7 

Administration expenses (Rs. 50,000)     5 

Total cost per unit       155 

 Prepare a budget for production of : 

 (a) 8000 units 

 (b) 6000 units 

 (c) Indicate cost per unit at both the levels. 

 Assume that administration expenses are fixed for all level of production. 

——————— 

  



 

MAY 2012 P/ID 77512/PMBM/ PMB1M  Time : Three hours Maximum : 100 marks 

PART A — (5 × 6 = 30 marks) Answer any FIVE questions. 

1. Explain the Incidental function of financial management. 

2. What are the uses of financial statement analysis? 

3. Differentiate operating leverage with financial leverage. 

4. Explain the techniques for cash collections. 

5. Bring out the regulation of working capital finance. 

6. State the importance of finance information system. 

7. What are the assumption for cost of equity capital? 

8. Explain the factors that influence the capital structure.  

PART B — (5 × 10 = 50 marks) Answer any FIVE questions. 

9. Explain the new role of financial manager in the modern business environment. 

10. Discuss the problems and issues faced in financial statement analysis. 

11. What are the limitations of cost-volume profit analysis? 

12. The shares of a Leather Co., are selling at Rs. 30 per share. The firm had paid dividend at the rate Rs. 3 

per share last year. The estimated growth of the company is approximately 6% per year.   

(a) Determine the cost of equity capital of the company   

(b) Determine the estimated market price of the equity shares of the anticipated growth rate of the                  

firm rises to 9%. 

13. From the following data calculate financial, operating and combined leverage.  Sales 10,000 units Rs. 25 

per unit as the selling price Variable cost Rs. 5 per unit  Fixed cost Rs. 30,000 and  Interest cost Rs. 15,000. 

14. The following information is available for SJK limited : 

 Selling price per unit Rs. 20  

 Variable cost per unit Rs. 12 

 Total fixed costs – Rs. 5,60,000 

 (a) What is the BEP output?  (b) What is profit earned when the output is 1,00,000 units? 

 (c) What is the break-even sales in rupee? 

15. Explain the different techniques of inventory management. 

16. Bring out the recommendations made by Tandon committee. 

PART C — (1 × 20 = 20 marks) Compulsory. 

17. Discuss in detail the major components of Master budgets. 

——————— 

  



OCTOBER 2012 P/ID 77512/PMBM/ PMB1M   Time : Three hours Maximum : 100 marks 

PART A — (5 × 6 = 30 marks) Answer any FIVE questions. 

1. State the objectives of financial management. 

2. Differentiate between risk and uncertainty with appropriate examples. 

3. What are the advantages and disadvantages of equity shares? 

4. What are the factors affecting capital investment decision? 

5. State the internal and external factors that influence dividend policy. 

6. Discuss the different approaches to the computation of cost of equity capital. 

7. Explain Modigliani-Millar approach of capital structure. 

8. State the objectives of inventory and cash management.  

PART B — (5 × 10 = 50 marks) Answer any FIVE questions. 

9. ‘Financial management is nothing but managerial decision making on asset mix, capital mix and profit 

allocation’-Explain. 

10. Distinguish between comparative and common size financial statements. 

11. Explain the major recommendations of Tandon committee. 

12. What is meant by ‘Term lending’? Discuss the method of evaluation of an application for a term loan by a 

financial institution. 

13. Define the concept of “cost of capital”. State how you would determine the weighted average cost of 

capital of a firm. 

14. (a) A company expects a net income of Rs. 80,000. It has Rs. 2,00,000, 8% debentures. The equity 

capitalisation rate of the company is 10%. Calculate the value of the firm and overall capitalisation rate 

according to the net income approach (ignoring income tax). 

 (b) If the debenture is increased to Rs. 3,00,000, what shall be the value of the firm and the overall 

capitalisation rate?  

15. What are the various sources of long term funds? 

16. Enumerate the advantages and disadvantages of over-capitalization and under-capitalization from the 

point of view of a company and its shareholders. 
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PART C — (1 × 20 = 20 marks) Compulsory. 

17. From the following particulars, prepare a statement showing working capital needed to finance a level of 

activity of 12000 units of output per annum. 

Details of selling price per unit. 

 Rs. 

 Raw materials   5 

 Labour   3 

 Overhead   2 

 Total cost   10 

 Profit    2 

 Selling price  12  

Additional information: 

 (a) Raw materials are to remain in store on an average of one month. 

 (b) Materials are in process on an average of 2 months. 

 (c) Finished goods are in stock on an average of 3 months. 

 (d) Credit allowed to debtors : 4 months. 

 (e) Credit allowed by suppliers : 2 months. 

 It may be assumed that production and overheads take place evenly throughout the year. 

———————— 

  



 

MAY 2013 P/ID 77512/ PMBM/PMB1M   Time : Three hours Maximum : 100 marks 

PART A — (5 × 6 = 30 marks) Answer any FIVE questions. 

1. Explain the scope of finance function. 

2. Bring out the limitations of financial statement analysis. 

3. What are the assumptions of BEP? 

4. Explain any three inventory control techniques. 

5. Bring the salient features of Merthee committee. 

6. Explain the sources of Long term funds. 

7. State the importance of zero base budgeting. 

8. What are the factors that influence the capital structure?  

PART B — (5 × 10 = 50 marks) Answer any FIVE questions. 

9. Explain the functions of financial management. 

10. Carry out the DU point analysis for a company of your choice. 

11. Discuss the limitations of cash management. 

12. A company has the following capital structure : 

 Book value (Rs.)   After tax cost (in percent) 

Equity capital     8,50,000     15 

Retained earnings    2,25,000     10 

Preferred capital    1,50,000     18 

Debentures     10,00,000     6 

 22,25,000 

 From the above information, you are required to find out the weighted average cost of capital of a 

company.  

13. From the following data, calculate operate, financial and combined leverage.  

 Interest Rs. 10,000 

 Sales 15,000 units @ Rs. 10 per unit 

 Variable cost Rs. 4 per unit 

 Fixed cost Rs. 20,000. 
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14. The following information is taken from Surender & Co., 

 Variable cost per unit Rs. 24 

 Selling price per unit Rs. 40 

 Total fixed costs Rs. 11,20,000. 

 (a) What is the breakeven sales in rupees? 

 (b) What is the break even point? 

 (c) What should be the output to achieve a target profit of Rs. 4,00,000? 

15. “Credit sales increases the profitability of the business concern” – Discuss. 

16. Explain the various sources of working capital management.  

PART C — (1 × 20 = 20 marks)  (Compulsory) 

17. Discuss the points that has to be keep in mind while preparing the budgets and controlling the budgets. 

  



 

 

MAY 2014 P/ID 77512/PMBM/ PMB1M/PMBSP  Time : Three hours Maximum : 100 marks 

PART A — (5 × 6 = 30 marks) Answer any FIVE questions. 

1. Explain the importance of financial management. 

2. Distinguish between permanent and temporary working capital. 

3. What do you mean by cost of capital? Explain the steps involved in calculating a firm’s cost of capital. 

4. What is meant by ABC analysis? State its limitations. 

5. What is a stable dividend policy? What are its advantages? 

6. Y Ltd is expecting an annual EBIT of Rs. 2,00,000. The company has Rs. 6,00,000 in 10% debentures. The 

cost of equity capitalisation rate is 12.5%. The company desires to redeem debentures of Rs. 2,00,000 by 

issuing additional equity shares of Rs. 2,00,000. You are required to calculate the value of the firm.  

7. A firm’s estimated demand for a material during the next year is 2500 units. Acquisition costs are Rs. 400 

per order and the carrying cost is Rs. 50 per unit. Determine the EOQ.  

8. What are the objectives of Inventory management? 

PART B — (5 × 10 = 50 marks)  Answer any FIVE questions. 

9. “Shareholders wealth maximisation objective is superior to the profit maximisation objective of a 

company’ — Discuss. 

10. What do you understand by financial statements? Discuss the utility and limitations of financial 

statements. 

11. Why is increasing leverage also indicative of increasing risk? State the situation where there is neither a 

financial risk nor business risk. 

12. ‘Inadequacy of Working Capital may lead to bankruptcy of a business earning huge profit”- Do you agree 

with this statement? Give the causes of this possible situation.  

13. What are the assumptions underlying in breakeven analysis? 

14. What are the factors a borrower should consider before obtaining a loan from the lending institution and 

also to obtain the best possible terms? 

15. How do you measure the cost of Equity Capital? Equity Capital is cost free” do you agree? Give reasons. 

16. Explain the factors that determine the capital structure of a firm. 
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PART C — (1 × 20 = 20 marks) Compulsory 

17. A company’s collection pattern is as follows: 

 (a) 10% of the sales in the same month 

 (b) 20% of the sales in the 2nd month 

 (c) 40% of the sales in the 3rd month 

 (d) 30% of the sales in the 4th month 

 The sales of the company for the first three quarters of the year are as follows:  

Month    Quarter 1  Quarter 2  Quarter 3 

First    15,000    7,500    22,500 

Second    15,000    15,000    15,000 

Third    15,000    22,500    7,500 

    45,000    45,000    45,000 

Wording days      90        90        90 

 You are required to calculate the average age of receivables and comment upon the results. 

 

  



 

DECEMBER 2014 P/ID 77512/PMBM/ PMB1M/PMBSP  Time : Three hours Maximum : 100 marks 

PART A — (5  6 = 30 marks) Answer any FIVE questions. 

1. Describe the prominent areas of financial decision making. 

2. Give a specimen organisation chart for the finance function in a large corporate enterprise. 

3. What are liquidity ratios? Discuss their significance. 

4. Describe the relationship between solvency and profitability. 

5. What do you understand by working capital? Describe the concept. 

6. Describe various kinds of working capital in practice. 

7. Write short note on average or composite cost.  

8. What do you understand by budgetary control? What are the advantages of this system?  

PART B — (5 × 10 = 50 marks) Answer any FIVE questions. 

9. “Maximisation of profits is regarded as the proper objective of investment decision, but it is not as 

exclusive as maximising shareholder’s wealth”. Comment. 

10. “Financial statements reflect a combination of recorded facts, accounting conventions and personal 

judgement”. Discuss. 

11. “Ratio analysis is only a technique for making judgements and not a substitute for judgements”. Examine. 

12. “The management of inventory must meet opposing needs”. What are those? How is a balance brought 

in these opposing needs? Critically examine. 

13. Explain the guidelines given by Marathe Committee. 

14. Write a detail note on analysis and control of working capital. Explain the various methods of working 

capital analysis.  

15. Write a detailed note on the cost of individual components of capital. 

16. What is Finance Information System? How can it be installed? Explain. 

PART C — (1 × 20 = 20 marks) Compulsory. 

17. Case Study 

 “Break-even chart must be applied with an intelligent discrimination, with an adequate graph of 

assumptions, underlying the technique and of the limitations surrounding its practical applications”. Analyse 

the case. 

  



MAY 2015 P/ID 77512/PMBM/ PMB1M/PMBSP  Time : Three hours Maximum : 100 marks 

PART A — (5  6 = 30 marks) Answer any FIVE questions. 

1. What is financial management? What major decisions are required to be taken in finance? 

2. Describe the major responsibilities of the financial manager in a modern business organization. 

3. Describe the various ratios that are likely to help the management of manufacturing unit forming an 

opinion on the Solvency Position of business. 

4. What is break-even chart? State the purposes of constructing such charts. 

5. Describe various factors influencing working capital. 

6. Describe the advantages of having adequate working capital. 

7. What is weighted average cost of capital? Examine the rational behind the use of weighted average cost of 

capital. 

8. Describe the importance of capital structure.  

PART B — (5  10 = 50 marks)  Answer any FIVE questions. 

9. Critically analyse the functions of Financial Manager in large scale Industrial establishment. 

10. Explain the various financial statements 

11. “Ratios are indicators-sometimes pointers but not in themselves powerful tools of management”. 

Explain. 

12. What is receivables management? How is it useful for business concerns? Explain 

13. Explain the guidelines given by Chore committee.  

14. Explain the essentials of Sound working capital management. 

15. What is cost of capital? Explain the significance of cost of capital. 

16. Write a detailed critical note on financial leverage and financial decision. 

PART C — (1  20 = 20 marks)  Compulsory. 

Case study. 

17. Suppose you are finance consult of KGS Traders Ltd, are engaged in large-scale retail business.From the 

following information, you are required to forecast their working capital requirement.  

Projected annual sales       Rs. 130 lakhs 

Percentage of Net Profit on Cost of Sales    25% 

Average credit period allowed to debtors    8 weeks 

Average credit period allowed to creditors    4 weeks 

Average stock carrying (in terms of salesrequirements)  8 weeks 

Add: 10% to computed figures to allow for contingencies. 

 Suppose you are finance consult of KGS Traders Ltd, how will you react in this case. 

  



 

DECEMBER 2015 P/ID 77512/PMBM/ PMB1M/PMBSP  Time : Three hours Maximum : 100 marks 

PART A — (5  6 = 30 marks) Answer any FIVE questions. 

1. What is the justification for the goal of maximizing the wealth of shareholders? Explain. 

2. Explain the problems in financial statement analysis. 

3. What assumptions underlie cost-volume-profit analysis? Explain. 

4. Explain the significance of cash management. 5. Describe the important features of Dehajia Committee. 

6. Twenty year 12.5% debentures of a firm are sold at a rate of Rs. 75. The face value of each debenture is 

Rs. 100 and the rate of tax is 50%. You are required to compute the cost of debt capital. 

7. Explain EBIT – EPS analysis. 

8. Explain any two types of budgets.  

PART B — (5  10 = 50 marks)  Answer any FIVE questions. 

9. Evaluate the two companies in terms of its financial and operating leverages. 

 Firm A    Firm B 

Sales    Rs. 20,00,000   Rs. 30,00,000 

Variable cost   40% sales   30% sales 

Fixed cost   Rs. 5,00,000   Rs. 7,00,000 

Interest   Rs. 1,00,000   Rs. 1,25,000 

10. Explain the functions of financial management. 

11. Explain the various sources of working capital in detail. 

12. “The Break-even analysis is a useful device of profit planning” – Discuss. 

13. What are the various sources of long term funds? Explain. 

14. Explain the role of finance information system in an organisation. 

15. Explain the objectives of inventory management and their importance of inventory management.  

16. A company has the following capital structure. Find out the weighted average cost of capital : 

Securities   Book value. Rs.  After tax cost 

Equity    5,00,000   13% 

Retained earnings  2,00,000   8% 

Preference capital  2,00,000   14% 

Debentures   4,00,000   5% 

13,00,000 
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PART C — (1  20 = 20 marks) Compulsory 

17. The cost of an article at a capacity level of 5,000 units in given under A below. For a variation of 25% in 

capacity above or below this level, the individual expenses vary as indicated under B below : 

A Rs.   B 

Material cost     25,000   (100% varying) 

Labour cost     15,000   (100% varying) 

Power      1,250   (80% varying) 

Repairs and maintenance   2,000   (75% varying) 

Stores      1,000   (100% varying) 

A Rs.   B 

Inspection     500   (20% varying) 

Depreciation     10,000   (100% varying) 

Administration overheads   5,000   (25% varying) 

Selling overheads    3,000   (25% varying) 

 62,750 

 Cost per unit Rs. 12.55. 

 Find the unit cost of the product at production levels of 4,000 units and 6,000 units. 


