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FINANCIAL MANAGEMENT & ACCOUNTS 
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The figures in the margin indicate full marks. 

Candidates are required to give their answers in their own words 

as far as practicable. 
 

GROUP – A 
( Multiple Choice Type Questions ) 

1. Choose the correct alternatives for any ten of the following : 
  10 × 1 = 10 

i) Law of demand indicates the relationship between 

 a) quantity demanded and price 

 b) quantity demanded and income 

 c) income effect and psychological effect 

 d) cost of raw materials and price. 

ii) Net working capital is 

 a) Current assets + Current liabilities 

 b) Current assets – Current liabilities 

 c) Liquid assets – Current liabilities 

 d) Only current assets. 
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iii) When any good in trade is bought on credit the effect is 
given at 

 a) cash book b) return book 

 c) sales day book d) purchase day book. 

iv) Working capital is affected by 

 a) production policy 

 b) credit policy 

 c) production cycle 

 d) electricity consumption 

 e) all of these. 

v) Dual Aspect concept describes the equation 

 a) Capital = Asset 

 b) Capital + Liability = Asset 

 c) Revenue = Expense 

 d) Purchase return – Sales Return = 0. 

vi) Liquidity of any firm is judged by the  

 a) debt equity ratio b) current ratio 

 c) net profit ratio d) debt-asset ratio. 

vii) The break-even point is 10,000 units, sales are  
12,000 units. The margin of safety sales in percentage is  

 a) 16.67% b) 80% 

 c) 120% d) 20%. 

viii) In a monopoly, price is 

 a) lesser than marginal revenue 

 b) greater than average revenue 

 c) greater than marginal revenue 

 d) lesser than average revenue. 

ix) Concept of selling cost is relevant to which market ? 

 a) Perfect competition b) Monopolistic market 

 c) Monopoly market d) Oligopoly market. 



 CS/B.Tech(EEE)/SEM-8/EEE-801/2011 

8224 3 [ Turn over 

x) MM Hypothesis of dividend policy suggests, that 
dividend policy in perfect market, has a ………… on 
value of firm. 

 a) positive impact b) negative impact 
 c) no impact d) none of these. 
xi) Perfectly elastic demand is said to happen when 
 a) a little change in price leads to an infinite change 

in quantity demanded 
 b) irrespective of any rise or fall in price of a 

commodity where there is no change in quantity 
demanded 

 c) a given proportionate change in the price level 
brings about an equal proportionate change in 
quantity demanded. 

 d) as demand falls, price tends to rise. 
xii) “PLR” stands for 
 a) Public Lending Rate b) Prime Lending Rate 
 c) Public Liquidity Ratio d) Prime Liquidity Ratio. 

 
GROUP – B 

( Short Answer Type Questions ) 
 Answer any three of the following.  3 × 5 = 15 

2. Explain in brief various primary books of accounts. 

3. What do you mean by time value of money ? 

4. Differentiate between LIFO and FIFO. 

5. What do you mean by Return on Net Worth ( RONW ) ? 

 How is it different from Return on Capital Employed  
( ROCE ) ? 

6. What do you mean by Balance of Trade ? 
GROUP – C 

( Long Answer Type Questions ) 
 Answer any three of the following.  3 × 15 = 45 

7. What is price discrimination ?  When is price discrimination 
possible and profitable ? 7 + 8 
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8. Following information are available to you for the current 
period : 
 Units produced — 1000 units 
 Variable cost per unit Rs. 60 
 Fixed cost Rs. 28,000 
 Selling price per unit Rs. 100. 
Calculate : 
a) PV ratio 
b) Break-even point 
c) Margin of safety sales 
d) Sales required for profit to be Rs. 20,000 
e) Profit when sales is Rs. 1,20,000. 5 × 3 

9. Distinguish between law of variable proportions and laws of 
returns to scale. 

10. Write short notes on any three of the following : 3 × 5 
a) Giffen goods 
b) Oligopoly 
c) Demand forecasting 
d) Income elasticity of demand 
e) Inferior goods 
f) Debt trap. 

11. Gross profit ratio 25% 
 Net profit to sales 20% 
 Stock turnover ratio 10 
 Net profit / capital 1/5 
 Capital to total liabilities 1/2 
 Fixed asset / current asset 5/7 
 Fixed asset / capital 5/4 
 Fixed asset Rs. 10,00,000 
 Closing stock Rs. 1,00,000 
 You are required to recast the Balance Sheet of the company. 

Also comment on the performance of the company. If the 
company aims at 30% net profit rise, what should be the 
amount of capital may be raised by the company ?  State 
your logic. 8 + 4 + 3 

    


