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lll Semester B.Com. Examination, April/M ay Z0Z1

(F + R) (CBCS) (2015 - 16 and Onwards)
COMMERCE

3.4 : Financial Management
Time : 3 Hours Max. Marks : 70

lnstruction : Answers should be written comptetely either in Kannada
or in English.

SECTION-A/et ,pd-a
1. Answer any five sub-questions. Each sub-question carries two marks. (5x2=10)

cln{ooddo outr *d-ddJprl erudol. $g wd-$d;i oddr erodddo.
a) Give the meaning of Finance.

deooii: ddd er$rddl Oeao.
b) What is f inancial planning ?

deomil: oloexd,roddeob ?
c) What do you mean by investment decision ?

doad &eorolrddlderl e{rioao ?
d) What is time value of money ?

dead iairo$ dfoo, ,toddeob ?
e) What is combined leverage ?

xorJ d{aodded: ?
f) Calculate the present value of t 80,000 received after 6 years, if the discount

rate is 9%.
de. 9 d oo$Do9.'>s dddO er$ ddrdd dodd ddo$cnrbdt 80,000d d{d dfao,
(nv) dodtbaobo. 

'/)

g) lnitial investment { 20,00,000, residual value t 4,00,000, working life
10 years. Additional working capital T 2,00,000. Calculate average investment.
qdoed uodaad { 20,00,000, erupd dfJs_ { 4,00,000, c>aofld raendq
10 ddrrlsi:, dr3#o cbamd uodaad t 2,00,000. ioaio doado$dldodlaaouo.

SECTION - B/cqnd- a)
Answer any three questions. Each question carries six marks. (3x6=18)
aln$oaddro *;a$ dd|e,i w$o:,. ds d,df erdr eroddq;b.
2. Explain the principles of f inancial planning.

deoroirr Co ewdoJ: d{ddd1 ado,ri.
3. Mention the functions of financial management.

dearoxrd Odrddoi: rao$rdddlddol. p.r.o.
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4. A firm has sales of { 20,00,000, variable cost of T 14,00,000,

flxed cost t 4,00,000, 10% debt capital of T 10,00,000.
calculate operating, financial and combined leverage.
s"?d dc{ol: *{Sd- dnoa8 t 20,00,000, udennb* *a* t 14,00,000,

H SS:,1, ::,"0.*?* :_:1i g'" "*g n*u i' r o, oo, ooo "r,r,,i 
j#8] imuoxc uea -  , - ? J  

r  ' t Y v r v v r

6Drto a;oeJ ido$$ d-,*d dna.

-2-

5. Calculate thenlu; 
":;- " 

rn, end of five years of the foilowing series ofpayments @ 10/" rate of interest.
( 4,000 at the end of 1 year
T 5,000 at the end of 2 years

, T 6,000 at the end of 3 years
t 7,000 at the end of 4 years
t 8,000 at the end of 5 years.
s ddnd id$ aod.go$dl d,.9 ddrd erod^do de.
o ende o$O_ er dd ?tD4 ;J!a s".d$, do d:8 a &>0.
{ 4,000 doderdo$ ddld ercg^ad
t 5,000 adddoJ: ddrd erod^do 

-

t 6,000 $raddo$ ddrd 
"&*6t 7,000 oao,do$ ddrd eeod.&O 

-

{ 8,000 acdSoc ddrd eloA^bOj

Year
Cash inflows (t) A 30,000 90,000

B 30,000 40,000
agdoed uodaad t 1,00,000 .a&d add>
dod;&aobo. Odod aic&oad€ erdeolrr eccf:
oloealdoJrd1"e dndudtcb oou derd OeE.
ddr l2
drlub e"Sdog (T) A 90,000 30,000

B 30,000 40,000

10 ueande,$dd, acb ddrdd

34s
30,000 30,000 30,000
20,000 10,000 5,000
oSoeegddd aj:dcaad.9 edoo$d)
ddrdd.:, * updd abeeJ oJlDJ

34s
30,000 30,000 30,000
20,000 10,000 5,000

(3x14=42)

6' calculate the payback period gf tlg following projects. Each requiring a cashoutlay of r 1,99,000. suggest which proleii is acceptante it tne standardpayback period is 5 years

SECTTON - C/ sqnrl_ ,l
Answer qny three questions. Each question carries fourteen marks.oJndrcoddo dlJo& ddJeri wgo:r. dtddJi;6il*""-Jd-b. 

' "'s'
7 ' Briefly exprain the factors determining'working capitar requirements.cb a olrld u o daa dddl e dr oxbd 

".t;**r. 
* S* n ado,q,.

8' What is dividend policy ? Discuss the various forms of dividend.enqnod oeg aoddedr ? Oad urio$ *q".gddC#;&:
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9. KPMG Ltd. has currently an ordinary share capital of t 25,00,000, consisting

of 25000 shares of t 100 each. The management is planning to raise another
t 20 lakhs to finance a major programme of expansion through one of the four
possible financial plans.
i) Entirely through ordinary shares.
ii) t 10,00,000 through ordinary shares and t 10,00,000 through long-term

borrowings at 8% interest.
iii) { 5,00,000 through ordinary shares and t 15,00,000 through long term

borrowings at 9% interest.
iv) { 10,00,000 through ordinary shares and { 10,00,000 through preference

shares with 5% dividend.
The company's expected EBIT will be { 8,00,000. Assuming a corporate
tax rate of 460/", determine the EPS in each alternative and suggest which
alternative is best and why ?

KPMG Ltd. T 100d dr)$?,ie3oJ:25000 ;odnd, dedldddldooadl ;;adnd, dedl
uodand { 25,00,000 ern$dd. dodob d{a{dma oSoeadriaR T 20,00,000 erQd
uodaodddl dodbdel 4 dozod, droroiu oJo ewdrlddl doaM.
i) astsJa nak"J, ded:d$b.
ii) T i0,0O,OOO;D*Dd, decbdsb ** { 10,00,000 de. 8d ua ddd oeqrordp' 

xoerd doddO
iii) { 5,00,000 ioRnd, de$rist drdJ t 15,00,000 de. 9d uqddd aeryarde ar-oerd

doddO.
iv) t 10,00h00 nadnd, de$rlq;b $* T 10,00,000 de. 5 d engnodd ryd{ded:ddc.

dodOo$ do@do EBIT { 8,00,000. ro{prdeotr dori 46%, Ea ofuez;do$ $e deod
rlgd (EPs)odrdldod>bao}lo. do$ olnead a$adcb uJ:$ derl aoub dsd &ec.

10. A firm's cost of capital is 10%. lt is considering two mutually exclusive projects
J and K. The details are given below.

Year
1
2
3
4
5

lnvestments
Project J
2,80,000

Net cash flow(T)
J

40,000
90,000

1,20,000
1,80,000
2,40,000
6,60,000

Compute :
a) Payback period b) Net present value

P.V. factor @ 10% for 5 years.
Years1234S
P.V. factor @ 10o/o 0.909 0.826 0.7b1 0.OBg 0.021

Project K
2,80,000

K
2,40,000
1,60,000

80,000
40,000
40,000

5,60,000

c) Profitability index
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Equity share capital of {
12/o Preterence shares
14.5o/o Debentures
The company is facing
change in EPS ?

2,90,000
dildl a"ddog (t)

JK

r ffitilfl tililtil ilIil ililtilililtl
de. 10 dod uodm{ d€Fq-{!oa&d uodr dodotu ddid dodd:dai:dodd
J rb* K aou add: crfieakagdldooad. edrfd addd6 dr dddodosd

oS.nead J ai.oead K
doat

ddr
1
2
3
4
5

2,90,000

40,000
90,000

1,20,000
1,90,000
2,40,000
6,60,000

2,40,000
1,60,000

90,000
40,000
40,000

5,60,000
* addr oloerdrlert a) uodaod abdmads sdQ (pBp) b) o4d d& do, (Npv)
** :l .?dT Pldor, dor,s ( p rof itab i I ity i n o exior:q *oarfa oiro.
de. 10 dod $dd dfoerrd uod (b ddrderi;
ddrr lqb12345
de. 10 dod $dd drEe.:rd uod 0.909 0.826 O.TS1 0.683 0.621

11' A company has EBIT of t 4,80,000 and its capital structure consists of thefollowing securities.
t

10 4,00,000
6,00,000

10,00,000
fluctuations in its sales. what would be percentage

a) ff EBIT of the company increases by 21o/o ?
b) lf EBIT of the company decreases by 25% ? The company tax rate is 35%.
r,ocb dodoo$ EBlr r 4,90,000 oorto erdd zuodand dzddo1> befld.

\
t 10d *)$LjeJo$ noallEd^ ded: uodaod 4,00,000
12%d B% dedrrlsb 6,00,000
14.5o/od ?rqddd naod$d+lo 1 0,00,000
do ajo ob dn oa ui dO_ e opddddl a cb oir:€ d. do d0 o$ :
a) EBIT de. 25 eod e*oort
b) EBlr de. es 3ej y,Tn de deod dedo$ery$d dedoaao$ udend#o$q

dod>aaouo. dori dd de. SS. 
(-)


