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303-B: ADVANCED FINANCIAL MANAGEMENT
(2008 Pattern) (Semester - III) (Elective Paper - I)

Time : 3 Hours] [Max. Marks : 70
Instructions to the candidates:

1) Solve any 5 questions.

2) All questions carry equal marks.

3)  Use of non programmable calculator is allowed.

Q1) What is Capital structure? Briefly explain any 3 capital structure Theories.[14]

02) What is the need of Accounting Standards? Explain the role of Accounting
Standard Board. Also explain briefly Accounting Standard 1& 4. [14]
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03) POR Limited has a policy of selling the products on a gross profit of 20% on

Sales. The following information is extracted. [14]
Sales at 3 months’ credit Rupees 40,00,000

Raw material Rupees 12,00,000

Wages paid with an average time

lag of 15 days Rupees 9,60,000

Manufacturing expenses paid Rupees 12,00,000

(one month in arrears)

Administrative expenses paid Rupees 4,80,000

(one month in arrears)

Sales Promotion expenses payable

halfyearly in advance. Rupees 2,00,000

Company enjoys one month credit from the suppliers of Raw materials. It
maintains 2 months’ stock of Raw materials and one and half month’s stock
of finished goods. Cash balance is maintained at Rs. 1,00,000. Assuming
10% margin. Find out working capital requirements of company.

PTO.
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04) 7 limited is examining two mutually exclusive proposals for capital investment.

Proposal 1
Rupees.
Initial cash outflow — 27,00,000
Salvage value Nil
Expected life 6 years
Depreciation Method SLM
Earnings before depreciation
& LT. 6,50,000
7,25,000
8,75,000
9,50,000
9,00,000
8,00,000
I. Tax rate is 50%. Calculate
a) Pay Book period. _
www.sppuonline.com
b) NPV @ 15%
c) Average Rate of Return.

Proposal II
Rupees.

30,00,000
Nil

6 years
SLM

9,75,000
10,00,000
11,00,000
10,25,000

9,50,000

8,50,000

[14]

05) Explain the concept of EVA. What are its advantages? Briefly explain the
adjustments for calculating EVA.

06) Explain any 2 concepts from the following;:

a) Capital Rationing.
b) Price Earning Ratio.
c) Stock Turnover Ratio.
d) Working Capital cycle.
e) Bonus shares.
[4670]-34 2
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07) From the records of Baba limited, following records are extracted.
31.3.13 31.3.14 Assets

1,00,000 1,10,000 Building

Liabilities
Share Capital

General Reserve

P & L Account
Creditors

Bills payable

Provision for Tax

RDD

TOTAL

14,000 18,000 Plant&
Machinery

16,000 13,000 Investment
8,000 5,400 Stock

1,200 800 Bills
Receivable
16,000 18,000 Debtors
400 600 Bank
Balance

Preliminary

Expenses

1,55,600 1,65,800

a) Depreciation on Plant is Rupees 4,000.

b) Provision for taxation made during 2013-14 Rupees 19,000.
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31.3.13

40,000

37,000
10,000
30,000

2,000
18,000

6,600

12,000
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[14]
31.3.14
38,000

36,000
21,000
23,400

3,200
19,000

15,200

10,000

TOTAL 1,55,600

1,65,800

c) Interim dividend Rupees 8,000 paid during 2013-14.

d) A piece of machinery was sold for 8000 during 2013-14 cost of the same

was 12,000 and depreciation of 7,000 was provided on that.

Prepare Funds Flow statement.
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