UNIVERSITY OF RUHUNA

Faculty of Engineering

End-Semester 5 Examination in Engineering: March 2026

Module Number: IS 5302 Module Name: Financial Management

[Three Hours]
[Answer all questions]

Q1.

a) Identify internal and external users of financial information?

[02 Marks]
b) Define asset, liability, and stockholders’ equity.
[02 Marks]
c) Browns Limited has the following assets and liabilities.
Rs.
Loan 180 000
Cash 90 000
Accounts Payable 110 000
Accounts receivable 170 000
Equipment 200 000
i.  Classify each balance as an asset or a liability.
ii.  Calculate shareholders’ equity.
[04 Marks]
d) What are the objectives of financial statements?
[02 Marks]
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€) A company began the accounting period with Rs. 5,000,000 in owner’s capital,
ended with Rs. 7,500,000 in owner’s capital, and the owner withdrew Rs. 3,000,000
during the period for personal use. Calculate the company’s net income or loss for
the period?
[02 Marks]
f) As per the Conceptual Framework for Financial Reporting, there are qualitative
characteristics that enhance the usefulness of information that is relevant and
faithfully represented. Further, the framework also sets out the measurement of
the elements of financial statements.
You are required to Explain two (02) qualitative characteristics that enhance the
usefulness of financial information.
[02 Marks]

g) The following information was extracted from the books of Silva Stores, a sole

proprietorship for the year ended 31st March 2025:

Rs.

Total assets as at 31st March 7,500,000
2025

Capital as at 01st April 2024 5,000,000
Drawings made during the 600,000
year

Liabilities as at 31st March 1,700,000
2025

Based on the above information, calculate the profit for the year ended 31st March 2025.
[04 Marks]
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h) A financial performance analysis includes analysis and interpretation of financial

statements in such a way that it undertakes a full diagnosis of the profitability and

financial soundness of the business. Financial ratios analysis is a way to identify

the financial performance of a business.

You are required to State two (2) reasons as to why the financial ratios analysis is

important for an organization.

i) The following data are available for Allen Clapp Corporation:

Net income
Depreciation expense
Dividends paid

Gain on sale of land

Decrease in accounts receivable

Decrease in accounts payable

Rs.
200,000
40,000
60,000
10,000
20,000
30,000

[02 Marks]

How much is cash provided by operating activities using the indirect method for

the statement of cash flows?

[02 Marks]
j)  The following table shows the balance sheet extract for XYZ Limited.
Current Assets Rs. Current Liabilities Rs.
Cash 75,000 Accounts Payable 65,000
Marketable Securities 60,000 Short term notes payable 80,000
Accounts receivables 56,000
Inventory 40,000

What is the cash ratio for the company?
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Q2.
a)

b)

il.

iii.

iv.

Q3.

Explain how Cost-Volume Profit (CVP) analysis is related to planning for a
profitable business.

[02 Marks]
Describe the notion of costs behavior (variable vs. fixed).

[02 Marks]
A store sells t-shirts. The average selling price is Rs. 1,500 and the average
variable cost (cost price) is Rs. 900. Thus, every time the store sells a shirt it has
Rs. 600 remaining after it pays the manufacturer. This Rs. 600 is referred to as the
unit contribution.

Suppose the fixed costs of operating the store (its operating expenses) are Rs.

10,000,000 per year. Find Break-even in units?

[02 Marks]
If the owner desired a profit of Rs. 2,500,000 what will be break-even point in
Rupees?

[02 Marks]
If fixed costs rose to Rs. 11,000,000 calculate the break-even in units.

[02 Marks]
If the average selling price rose to Rs. 1,600, calculate the new-break even in
units.

[02 Marks]

[Total 12 Marks]

a) Describe what is meant by the term 'the time value of money' and identify factors

that ensure that monies received in different time periods will have different

values.

[04 Marks]
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b) A company is considering which of two mutually exclusive projects it should
undertake. The finance director thinks that the project with the higher NPV should
be chosen, whereas the managing director thinks that the one with the higher IRR
should be undertaken, especially as both projects have the same initial outlay and
length of life. The company anticipates a cost of capital of 10%, and the net after

tax cash flows of the projects are as follows:

Year Project X Project’Y
Rs.”000 Rs.’000

0 (200) (200)

1 35 218

2 80 10

3 90 10

4 75 4

5 20 3

Required:

i. Calculate the NPV (Net Present Value) and IRR (Internal Rate of Return) of
each project.
[06 Marks]
ii. Recommend, with reasons, which project should the company select.
[02 Marks]
[Total 12 Marks]

Q4.

(a) Define limiting factor and how should a company determine its optimal product

mix when a limiting factor exists?

[04 Marks]
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(b) Candy Hive Ltd. manufactures assorted sweet boxes in 3 different sizes and delivers
to customer’s door step. The following information is provided for the first quarter of

2023:

Rs. (per unit)
A B C

Direct Material 800 1900 2800
Skilled Labour (at Rs.1,000/ - per hour) 800 1100 1500
Packaging material cost (Rs.400/ - per 160 240 360
square meter)

Delivery Cost (Rs.200/- per kg) 200 300 500
Other Variable Overheads 150 200 250
Selling Price 2600 4400 6500
Budgeted Sales per quarter (in units) 1000 600 200

Quarterly Fixed Overheads will be Rs. 150,000/ - for 2023.
For the first quarter of 2023, the availability of delivery weight has been estimated as
2,200 kg.
You are required to calculate the optimal production mix based on the limiting factor
(Delivery Weight).
[08 Marks]
[Total 12 Marks]

Page 6 of 6



(“p1uo3)

L~

100°0 2000 £00°0 $00°0 600°0 €100 12000 p€00 . bSO - 800 . CIp10 . 820 TUEO. 8090 . . 0S
5000 800°0 1100 §10°0 2200. 20D - 900 - 1900 L600 U0 80TO | LOE0 €SP0 90 oy,
0200 9200 €600 .. p00 ¢ LS00 SLO0- 6600  LEI0 - PLIO" - 1€Z0..  80€0 Tiro TS0 L0 o€
8600 LbOO 650°0 beoo /2600 9110 9v10 PBUO - EEL0  S620- SISO 3LY°0 0190.  O0HLY 5T -
£L0°0 L80°0 WOIO.  ¥2I°0 6v1°0 L0 SIT0. 870 €0 __:3._. 9SK0 . 550 £L90 0Ty 0z
€800 8600 . 9110 BEI'0 - HOU0 . b6I0  26€T0 LLT0 1EE0°  96€0 - SLYO-  0LSD 9890 8280 6l
<600 10 0fr'o €S0 0810 20  0sT0° 9670 . 0SEU.  91K0 - b6vG . L8s0 00L°0 9880 81
801°0 $T1°0 9¥1'0 oLl . 8610 €20 0LZ0 L1€°0 e 9ero €150 S09'0.  PILO  bHED K
€210 1o £91°0 831°0 8170 . TSTO . 670 6£€0 P6CO - . BSKO - ESD €290 8200 €y -0l
0p1°0 091°0 €81°0 602°0 6£20-  SLZO  SIE0 2980 LIV 1BY0. S50 90 | EpLO o . sl
"091°0 1810 s0z0  zezo €970 - 6620 ¢ ObEO 88C0 IO S0S0 LLSO 1990 8500 . o080 i
2810 bOZO - 6270 850" -0670. . 9TEO - HED S0 6950 06S0 1090 1890 €LLo 6L8°0 €1
802°0 €20 -L5T0 982°0 6160 - 9560 T L6ED POV - L6YO _sn.o,__. 790 1000 88L°0 LRY0) u
LETO 1920 1870 - LIE0 0S£'0 8860 67070 SLyo LTS0 S50 059°0 2o . %080 9D I
-0LT0 S6T0 T TTO- TSED 9860 W0 £9¥0 8Os 8550 T pI90 990 phL0 028°0 SO 01
80£0. - EL€0 . 1960 16€0 PIYO  CO9K0 0050 - pKSO 2650 SV90 . E0L0:  99L°0 L€8°0 PG 6
15€°0 9LE0 pOY’0 VEVO  cL9¥'0.°  Z0S0 050 7850 LT90 LL9°0 1€L°0 63L°0 €580 7 g
000~ STHO 50 Z85°0 €150 Lbs0 . €85 €290 990 - 1ILO 090  £1g0 1080 AT (A
9550 080 £0S°0 SE5°0 PISO 79650 T 0£9°0 9990 0L 9bLO "' 06L0.  LE§O 888°0 60 9
6150 €50 1950 - €650 I90 0590 1890, . €IL0 - b0  bBLO - 2280 . €950 9060 1560 5.
2650 £190°  9€90° 6590 £89°0 800, seL0 €9L0  26L0 €280 $580 8880 vT6'0 196°0 b
5L9°0 €690 1o 1EL0 15L°0 UL bLO 9180" 0580 WOBO  6880. 160 60 1L60 £
69U0 €0 L0 TiRD . 9zg0 w0 L8O €80 0680  L060  SZG0~. €960 1960 0860 z
LBO - S880 €60 1060 6060 LI60 9760 . .Se60 . 60 60 w60 . 160 0850 0660 _
Cwr o wEl wa ®H w00 %0 b5 WL - 9. mE 4 %e %z %I v
] o wwymnn; . T
_,.mIH. ‘4Ad) wng nErJ B JO 1o)oe4 w:_m>~cmmm~& 2 &.w_nm.ﬁ
| — 2:x2%30U Q



Table § Contd.

Interest Rate

Year 15% 16% 17% 18% 19% 20% 21% 22% 23% .~§ 25% 30% 0%
1 0.870 0.862 0.855 0.847 0.840 0.833 0.826 0.820 0.813. .. 0.806 0.800 0.769 0.714
2 0.756 0.743 0.731 0.718 0.706 0.694 “0.683 0.672 0.661 0.650 '0.640 0.592 0.510
3 0.658 .0.641 0.624 0.609 0.593 . -0.579 0.564 0.551 0.537 0.524 0.512 0.455 0.364
4 0.572 0.552 0.534 0516 0.499 0.482 0.467 0.451 0.437 0.423 0.410 0450 0.260
5 0.497 0.476 0.456 0.437 0.419 0.402 038 0370 0.355 0.341 0.328 0.269 0.186
6 0.432 0.410 0.390 0370 - . 0352 ,0.335 0.319 0.303 0.289 0.275 0.262 0.207 T 0a3
7 0.376 0.354 0.333 0.314. 0.296 0.279 0.263 0.249 0.235 0.222 0.210 0.159 0.095
3. 0.327 0.305 0.285 - 0.266 0249 « 0233 0.218 0.204 0.191 0.179 0.168 0.123 0.068
9 0.284 0.263 0.243 0.225™ ™~ %0.209 - 0.194 0.180 0.167 0.155 0.144 0.134 0.094 0.048
10 0.247 0.227 0208 0.191 0.176 0.162 0.149 . © 0.137 0.126 0.116 0.107 0.7 0.015
11 0.215 0.195° 0.178 °  0.162 0.148 - . 035 0.123 0.112 0.103 0.094 0.086 0.05¢ 0.025
12 0.187 0.168, 0.152. 0.137 0.124 0.112 0.102 0.092 0.083 0.076 0.069 0.043 0.018
13 0.163 0.145 0.130 0.116 0.104 0.093 0.084 0.075 0.068 0.061 0.055 0.033 0.013
14 0.141 0.125 0.111 0.099 0.088 0.078 0.069 0.062 0.055 . . 0.049 0.044 10.025 0.009
15 0.123 0.108 o.o.wm_ 0.084 0.074 0.065 0.057 0.051 0045 0.040 0.035 0.020 0.006
um. 0.107 0.093 0.081 0.071 0.062 0.054 0.047 o.oﬁ_ ouo..a 0.032 0.028 ‘0.015 0.005
17 0.093 0.080 0.069 0.060 0.052 0.045 0.039  "0.034 0.030 0.026 0.023 0.012 0.003
18 0.081 - 0.069 0.059 . 0.051 0.044 - 0.038 0.032 0.028 0.024 0.021 0.018 0.009 0.002
19 -0.070 0.060 o.\@: 0.043 0.037 0.031 0.027 0.023 0.020 0.017 0.014 0.007 0.002
20 0.061 0.051 0,043 0.037 0.031 0,026 0.022 0.019 0.016- 0.014 0.012 0.005 0.001
25 0.030 0.024 0.020 0.016 0.013 0.010 0.009 0.007 0.006 0.005 0.004 0.001 0.000
30 0.015 0.012 0.009 0.007 0.005 0.004 0.003 0.003 0.002 0.002 0.001 0.000 0.000
40 0.004 0.003 0.002 0.001 0.001 0.001 0.000 0.000 '0.000 0.000 0.000 0.000- 0.000
50 0.001 0.001 < .0.000 0.000 0.000 0.000 0.000 . 0.000 0.000 0.000 0.000 0.000

0.000




