NIR/KW/18/5499
Bachelor of Commerce (B.Com.) Semester-V Examination
BUSINESS FINANCE—I
Foundation Elective Group—I
Time : Three Hourg [Maximum Marks : 80
N.B.:— (1) ALL questions are compulsory.
(2) All questions carry equal marks.

1. (A) Define Business Finance. State the objectives of Financiad Management. 8
(B) Write the significance and scope of Business Finance. 8
OR

(C) State the organisational structure of Financid Management. Explain functions of Financia

Executive. 8

(D) What are the different types of sources of Finance ? Explain long-term sources of Finance.
8

2. (A) What is Project ? What are the various stages of Project Financing ? 8
(B) Explain the concept of leverages and write its types. 8
OR
(C) From the following particulars for the month, caculate :
(i) Re-order leve
(i) Minimum level
(iii) Maximum level
(iv) Average stock leve
Norma usage per month 1150 unit
Maximum usage per month 1400 unit
Minimum usage per month 900 unit
Reorder quantity 3750 unit
Maximum reorder period 8 months

Minimum reorder period 4 months. 8
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(D) The following information is available :

Units sold Rs. 30,000

Units Sale Price Rs. 10

Fixed Cost Rs. 40,000

Variable Cost Per Unit Rs. 6

10% Debt. Capital Rs. 1,00,000

Tax Rate 50%
Calculate :

(1) Operating Leverage
(2) Financia Leverage
(3) Combined Leverage

(4) Income Statement. 8
3. (A) Define the term Working Capita and explain kinds of Working Capital. 8
(B) Explain the advantages and disadvantages of Working Capital. 8

OR

(C) Prepare an estimate of working capitd requirements from the following information of a
trading concern :

(i) Projected Annua Sales Rs. 10,00,000.

(if) Percentages of Net Profit on Cost 20%.

(iii) Average credit period alowed to customers 8 weeks.

(iv) Average credit period alowed by suppliers 4 weeks.

(v) Average stock holding in form of sales requirements 12 weeks.

(vi) Minimum cash balance maintained 25,000.

(vii) Allow 10% for contingency. 8

(D) From the following information prepare a statement showing the estimated working capital
requirements :

Budgeted sales for the years Rs. 2,60,000

Anayss of cogt of each unit Rs.
Raw Materias 3
Labours 4
Overheads 2
Profit 1

SHling Price 10
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4.

It is etimated that :

(@) Pending use Raw Materials are carried in stock for 3 weeks and Finished Goods for
2 weeks.

(b) Factory processing will take 3 weeks.
(c) Suppliers will give 5 weeks credit and customers will require 8 weeks credit.

(d) Work in pocess be vaued at 100% materias fed in the beginning and 50% labour and
overheads for 3 weeks. 8

(A) What is Venture Capitd Financing ? Wha are the methods of Venture Capitd Financing ?

(B)

8

Credit Sales of Rs. 5,00,000 for 2 months credit is discounted with Bank for Working
Capital Financing. Bank charges 1% processing fees and 12% interest/discount on the
amount financed which is 80% of the debtors. Caculate effective cost of the financing.

8

OR

(C) ABC Ltd. sdls goods on a credit basis to its customers, presently company grants a credit

(D)

period of 36 days and sales 20,000 units. The sdlling price per unit is Rs. 100 and variable
cost per unit is Rs. 88. The average cost per unit is Rs. 92.

The company is considering grating of more libera credit policy to its customer in that
case the credit period will be 60 days and sales can be increased by 10%, the cost of capital
of the company is 15%, advise the management of ABC Ltd. regarding selection of credit
policy. 8
From the following calculate :

(a) Debtors Turnover Ratio
(b) Debtors Veocity
(c) Creditors Turnover Ratio

(d) Creditors Vdocity.

Rs.

Total Sales 5,00,000
Cash Sales 1,00,000
Sales Return 50,000
Debtors 75,000
Bills Receivable 12,500
Total Purchases 3,24,000
Cash Purchases 74,000
Purchase Return 10,000
Creditors a End 48,000
Bills Payable 12,000

8
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5.

(A)
(B)

(©)

(D)

Explain the pre-conditions for issue of sweat equity shares. 4

X Ltd. is committed to supply 24,000 bearings per annum to Y Ltd. on a steady basis. It
is estimated that it costs 10 paise as inventory holding cost per bearing per month and that
the set-up cost per run of bearing manufacture is Rs. 324.

What would be the optimum run sze for bearing manufacture ? 4

Mr. Kumar wishes to commence a new trading business and gives the following
information :

(i) The tota estimated sdes in a year will be Rs. 12,00,000.

(i) He requires cash of Rs. 2,000 to meet his expenses and 5% of saes to meet his
variable expenses.

(iii) Stock Rs. 2,40,000.
(iv) Cost of goods sold Rs. 9,60,000 (creditors for a year).
Cdculate the required amount of working capital. 4

Receivables Rs. 1,00,000 for 30 days; Bank will Finance 75%; Processing Fees 1%;
Interest 12%.

Cdculate effective costs. 4
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