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SMT 2103 ACCOUNTING AND FINANCE

Time 3 Hours Maximum Marks 50
(All questions carry equal marks) (3% 10=50)
I A “The function of financial management is to review and control decisions to commit

or recommit funds to new or ongoing uses”. In the context of this statement, elucidate
and explain the scope and objectives of financial management.
OR

B Describe the traditional view on the optimum capital structure. Compare and contrast
this view with NOI approach and NI approach.

1] A A factory manufacturing sewing machines has the capacity to produce 500 machines
per annum. The marginal (variable) cost of each machine is Rs.200 and each machine
is sold for Rs.250. Fixed overheads are Rs.12000 per annum. Calculate the break-even
points for output and sales and show what profit will result if output is 90% of capacity?

OR
B Explain the salient features of various methods of Financial Analysis.
H! A A company is considering two mutually exclusive projects. Both require an initial

investment of Rs.50000 each and have a life of five years. The cost of capital of the
company is 10% and tax rate is 50%. The depreciation is charged on straight line
method. The estimated net cash flows (before depreciation and tax) of the two projects
are as follows:

Year  Project A Project B
1 Rs.20,000 Rs.30,000
2 Rs.22,000 Rs.27,000
3 Rs.28,000 Rs.22,000
4 Rs.25,000 Rs.25,000
5 Rs.30,000 Rs.20,000
Which project should be accepted as per NPV and IRR methods?
OR
B Discuss the operating cycle concept. What 1s gross operating cycle and net operating cycle?
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