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Seat No.: ________                                                           Enrolment No.___________ 
 

GUJARAT TECHNOLOGICAL UNIVERSITY 
                       M. E - SEMESTER. – I - EXAMINATION – WINTER- 2013 
 
Subject Code: 714605         Date:01/01/2014        
Subject Name: ENGINEERING ECONOMICS & FINANCIAL 
MANAGEMENT 
Time:10:30 to 13:00                                    Total Marks: 70 
Instructions: 

1. Attempt all questions.  
2. Make suitable assumptions wherever necessary. 
3. Figures to the right indicate full marks.  

 
 

Q.1 (a) Define the following terms. 
(i) Fixed cost, (ii) Variable cost, (iii) Direct cost, (iv) Depreciation, (v) Salvage 
value, (vi) Common size analysis, (vii) Index Analysis 

07 

 (b) Attempt any three of the following. 
What is time value of money? 
What are the features of sole proprietorship?  
Which are the functions of management? Explain any one. 
What is economic batch quantity? How it can be determined? 

07 

Q.2 (a) Prepare a balance sheet of Maxel Engineering Co. Pvt. Ltd. with the help of 
following financial data as on 31/3/2013. Calculate the working capital, current 
liquidity ratio and net worth of the company.                  Amount in lacs. 
Details Amt. Details Amt. 
Cash in hand 25 Raw material stock 15 
Machinery of plant 130 Finished goods stock 16 
Vehicles 30 Payment to be made in 45 days 20 
Work in Progress 24 Payment to be received in 30 

days  
10 

Share capital 100 Loan taken from bank for 5 years 125 
Cash in bank account 32 Plant Building 40 
Reserves 75 Share premium account 80 
Depreciation 10%   

- 

07 

 (b) Select the better of the two alternatives shown below using an interest rate of 
10% per year and the B/C ratio method. Assume one of the alternatives must 
be selected.                                           Alternative X  Alternative Y 

 First cost, Rs.     3,20,000    5,40,000 
 Annual M & O cost, Rs.    45,000      35,000 
 Annual benefits, Rs.   1,10,000    1,50,000 
 Life, years         10          20 

07 

  OR  
 (b) Calculate the capitalized cost of a project that has an initial cost of Rs.2,00,000 

and an additional investment cost of Rs.40,000 after 10 years. The annual 
operating cost will be Rs.6000 for the first 4 years and Rs.9000 thereafter. In 

07 
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addition, there is expected to be recurring major rework cost of Rs.20,000 every 
12 years. Assume that interest rate is 15% per year. 

Q.3 (a) An industry wants to purchase any one machine attachment option out of 
following two different offers on the basis of Present Worth Analysis.  

             Company A         Company B 
First cost, P (Rs.)                        80,000               1,00,000  
Annual Operating Cost, (AOC)    12,000                16,000 
Salvage Value (SV),  Rs.                     10,000               15,000 
Life, (years)                                    5                       10 

           Rate of interest is                                10% / year       10% / year. 

07 

 (b)  Explain: Fixed cost and Variable cost with sketch. 
 A company manufactures a product for a stable market; where demand is 

500 units/month. Machine setup cost / batch = 250, Stock holding cost = 
10% of stock volume/annum, Unit cost = Rs.180. The products are made in 
batches, with all units in each batch being completed at same time, calculate 
Economic Batch Quantity.   

07 

  OR
Q.3 (a) A small engineering company has following department-wise actual costing. 

Apportion the overheads to the workshops. Apportion of administration should 
be on purchase and apportion of purchase & stores should be on two shops. 

Cost Centers Department 
Overheads, Rs. 

No. of 
people

Direct 
Material 

Cost 
Administration 40,000 4 - 

Purchase & stores 60,000 4 - 
Cutting shop 40.000 4 2,50,000 

Fabrication shop 90,000 16 1,10,000 

Painting shop 70,000 12 1,40,000 

 3,00,000 40 5,00,000 
- 

07 

 (b)  What is depreciation? Explain the reducing balance method with curve. 
 The cost of a car is Rs.4,00,000, scrap value is Rs.40,000, estimated life = 

12 years. Calculate the annual depreciation by Straight line method.   

07 

Q.4 (a)  Explain: Break Even Point (BEP) Analysis along with graphical 
representation. Explain Margin of Safety on the diagram.  

 Draw a Break Even chart using following details using appropriate scale. 
Selling price = Rs.100/unit; Fixed cost = Rs.1,50,000; Variable cost = 
Rs.60 /unit and volume of sales is 2000, 4000, 6000, 8000, 10000 units. 
Find the Break Even Quantity. 

07 

 (b)  What is division of labour? Why divisions of labour is necessary?  
 What are the important factors of production? Explain significance of each.  

07 

  OR  
Q.4 (a)  What is elasticity of demand? Explain increase, decrease, expansion and 

contraction of demand with diagram. 
 What is capital budgeting? Write the stepwise procedure for the same.  

07 

 (b)  Explain: Equilibrium condition of demand and supply curve. 
 Enlist different methods of long term financing? Explain any one. 

07 

Q.5 (a) Explain: Short term capital finance versus Long term capital finance. 07 
 (b) Explain: Hedging approach in working capital financing. 07 
  OR  
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Q.5 (a) Explain the characteristics of Pure market, Perfect market and Imperfect 
market.  

07 

 (b) Name different financial ratios? Why it is calculated? Explain any two. 07 
************* 

 
 

Factors table for 10% Interest Rate 

 


