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lll Semester B.Com. Examination, March/April 2022
(CBCS) (Semester Scheme)
(2021 — 2022 and Onwards) (Fresh)

COMMERCE \e&\ 2./
Paper — 3.4 : Financial Management %—f
Time : 3 Hours Max. MarKs : 70
Instruction : Answers should be written completely either in English or
in Kannada.
SECTION - A

1. Answer any five sub-questions. Each sub-question carries two marks. (5x2=10)
a) Mention any two steps in financial planning.
b) What is financial leverage ?
c) Give the meaning of dividend policy.
d) State the concepts of working capital.
e) Name the two models used for valuing equity shares.

f) Given : Original cost of investment Rs. 50,000, Annual cash inflow after tax
Rs. 6,000, Annual depreciation Rs. 4,000. Calculate pay back period.

g) Find out the future value of Rs. 16,000 received after 3 years at a 10%
preference rate.

SECTION -B
Answer any three guestions. Each questioh carries 5 marks. (83x5=15)
2. Explain briefly the functions of financial management.

3. Calculate the future value at the end of 5 years of the following series of
payment at 9% rate of interest.
At the end of the each year =~ Amount Deposited

1 2,000

2 4,000

3 6,000

4 8,000

5 10,000 P.T.O.
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4. The following information is available in respect of a product :
Units sold Rs. 2,00,000
Unit sale price Rs. 5
Fixed cost Rs. 2,50,000
Variable cost per unit  Rs. 1.50
Tax rate 50%

10% debt capital of Rs. 6,00,000
Calculate all the three types of leverages.

5. A company is considering an investment proposal to install a new machine.

The machine will cost Rs. 50,000 and will have a life of 5 years and no salvage
value. The company’s tax rate is 50%. The company uses straight line basis of
depreciation. The estimated net income before depreciation and tax from the
proposed investment proposal is as follows :.
Year : 1 2 3 4 5
EBDT: 10,000 11,000 14,000 15,000 25,000
Calculate Pay back period.

6. Briefly explain the various types of dividend.

SECTION -C

Answer any three questions. Each question carries 12 marks. (3x12=36)

7. Explain the role or functions of a financial manager.

8. A Company Ltd., has a share capital of Rs. 1,00,000 divided into equity shares

of Rs. 10 each. It has major expansion programme requiring an investment of
another Rs. 50,000. The management |s considering the following alternatives
for raising this,amount.

i) Issue of 5000 equity shares of Rs. 10 each.
ii) Issue of 5000, 12% preference shares of Rs. 10 each.
iii) Issue of 10% debentures of Rs. 50,000.
Company’s present Earnings Before Interest and Tax (EBIT) is Rs. 30,000 P.A.

You are required to calculate the effect of each of the above modes of flnancmg
on the EPS :

a) If EBIT continues to be the same even after expansion.
b) If EBIT increase by Rs. 10,000.
c) Assume tax liability is 50%.
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8.

10.

11.

A firm whose cost of capital is 10% is considering two projects A and B. The
details of which are :

Particulars Project A Project B
Rs. Rs.

Investment 1,00,000 1,00,000
Cash inflow :

1st year 20,000 45,000

2 year 30,000 40,000

3 year 40,000 30,000

4™ year 50,000 12,000

5" year 60,000 18,000
Compute the Net Present Value (NPV) and profitability index at 10%.
Year z 1 2 3 4 » B

PV Factor 10% : 0909 0.826 0.751 0.683 0.621

A company is considering to purchase a machine. Two machines are available
automatic and manual costing Rs. 1,00,000. Earnings after depreciation and
taxation are expected to be as follows :

Estimated cash flows :

Year Automatic Machine Manual Machine
(Rs.) (Rs.)
1 30,000 20,000
2 40,000 20,000
3 50,000 40,000
4 20,000 . 60,000
5 80,000 40,000

Evaluate the two alternatives according to

i) Average Rate of Return Method (ARR).

ii) Net Present Value Method (Cost of capital 10%)
Assume straight line method of depreciation.

The discount factor is as follows :

Year : 1 2 | 4 5
DFat10%: 0909 0826 0.751 0.683 0.621

What is working capital ? Discuss the importance of adequate working capital.
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SECTION -D

Answer the following question which carries nine marks. (1x9=9
12. lllustrate the EBIT/EPS analysis of a company with an imaginary figures and
also calculate all the 3 leverages.
OR

With an imaginary figures, prepare an estimate of working capital requirements
of a manufacturing company.
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