Eastern University, Sri Lanka

Faculty of Commerce and Management
Final Year Repeat Examination in Business Admlmstratlon!Commer :
(Specialization in Enterprise Development) - 2008/2009(Feb’2010)
MGT 4144 - Financial Management
Answer All Questions ' Time Allowed: 03 Hours
Non Programmable Calculators are permitted. Use tables attached.

Il. The comparative financial statements of AMC pic for financial year ending 31% December 2009
are given below:
Balance sheet as at 31% of December 2009

Liabilities Rs.

Equity and Liabilities
Share Capital and Reserves . 200,000
10% Long term Mortgage Loan 100,000 |
Short term Loans from bank 50,000
Creditors _ 50,000

| 400,000
Assets

| Land and Buildings, Furniture etc.(net) 200,000 |
Stocks 120,000
Debtors = 50,000
Cash & Bank _ 30,000
' o 400,000
The Income Statement for the year ended 31% of December 2009
Rs.
Sales 500,000
Cost of sales 300,000
Gross profit 200,000
Operating expenses 110,000
Profit before interest and taxes - 90,000
Interest on long-term loan = 10,000
Profit before tax s 80,000
Taxes 30,000
Profit after tax 50,000
Required:

Comment on the financial performance of the company for the year ending 31% of December
2009 using relevant financial ratios. : (25 Marks)



02.

03.

The following data are extracted from the financial statements of a company:

the value of the bond today, if the discount rate is 15%7?

Sales (100,000 units @ Rs.10) 10,00,000
Variable Costs 5,00,000
Contribution 5,00,000
Fixed Cost 3,00,000
Net Profit 2,00,000

Required:

(a) Calculate the following:
(i) P/ ratio
(i) Break Even Point

(iii) Margin of safety

(b) If the price increases by 20 percent, what shall be the new P/V ratio and Break Ef
Point?
(c) If the price increase by 20 percent is accompanied by a reduction in volume by
percent, what shall be the effect on the Break Even Point and Profit?



A firm is considering two mutually exclusive investments, Project A and Project B. The

expected cash flows of these projects are as follows:

Cash flows (Rs.000)
year ;
Project A Project B
0 (1000) (1000)
1 300 1000
2 400 500
3 900 100

Cost of capital is 10%

Required:

(i) Calculate the NPV for each of the projects.
(if) What is the IRR of each project?
{iii) Which project would you choose?
(25 Marks)
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Present Value and Future Value Tables

Table A-3 Present Value Interest Factors for One Dollar DF:
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