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IV Semester B.Com. Examination, May/June 2010
(Semester Scheme)

COMMERCE
(Paper 4.4) : Financial Management

Time : 3 Hours Max. Marks : 90

1.

Instruction : Answer should be completely either in Kannada or in English.

SECTION - A
Answer any ten of the following, each question carries two marks. (10x2=20)
a) What is Combined Leverage ?
b) What is stable Dividend Policy ?
¢) What is accept and reject criteria in NPV ?
d) What is profit maximization ?

e) Initial investment of Rs. 20,00,000, scrap value of Rs. 4,00,000, working life
is 5 years, additional working capital of Rs. 2,00,000. Calculate average
investment.

f) Mention any two motives of holding cash.
g) What is financial management ?

h) Give the meaning of inventory management.
i) Mention two objectives of working capital.
j) Give the meaning of dividend.

k) What is bonus issue ?

) What do you mean by receivable management ?
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SECTION - B

Answer any five of the following. Each question carries five marks. (5%5=25)
Explain the kinds of working capital.

Write a brief note on the motives for holding cash. |

Briefly explain the objectives of finance function.

Briefly explain the limitations of financial planning.

R R

Explain the difficulties in capital budgeting.

~

Briefly explain the different types of dividend.

8. Determine the 3 types of leverages from the féllowing information.
Selling price per unit Rs. 10

Variable cost per unit Rs. 6

Fixed cost Rs. 1,20,000

10% debt capital Rs. 3,00,000

Number of units sold 90,000.

9. A company is requiring a machine which requires an investment of Rs. 1,60,000.
The net income before tax and depreciation is estimated as follows :

Year Rs.
1 56,000
2 48,000
3 30,000
4 64,000
5 80,000

Depreciation is to be charged on straight line basis. The tax rate is 40%. Calculate
~ ARR '
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SECTION - C

Answer any three of the following. Each question carries fifteen marks. (3x15=45)
10. What is Financial Plan ? What factors determine financial plan ? Explain,

11. What is Dividend Policy ? What factors influence dividend policy ? Explain.

12. Explain the factors determining the working capital requirements.

13. ABC Limited has under consideration two mutually exclusive proposals for the
purchase of new equipment.

Particulars Machine Machine
X Y

Net cash outlay (Rs.) 1,00,000 15,000

Scrap value NIL ~ NIL
- Life (years) ' 5 5

PBDT (Rs.)

1 - 25,000 . 18,000

2 " 30,000 20,000

3 | 35,000 22,000

4 25,000 20,000

5 20,000 16,000

Note : PBDT = Profit before depreciation and tax.

Assuming the tax rate to be 50% and suggest the management the best alternative
using. P.V. factor 10% are as follows :

Year PV. @ 10%
I 0.909

2 0.826

3 0.751

4 0.683

5 0.621

Calculate :
1) Pay back period
2) Net present value. - }
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14. The capital structure of ABC Ltd. consists of the following securities.
10% Debentures Rs. 5,00,000
12% preference shares Rs. 1,00,000
Equity shares of Rs. 100 each Rs. 4,00,000
Operating profit (EBIT) of Rs. 1,60,000 and the company is in 50% tax bracket.

1) Determine the company’s EPS.

2) Determine the percentage change in EPS associated with 30% increase and
30% decrease in EBIT.

3) Determine the financial leverage.
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