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V Semester B.Com. Examination, March/April 2021
(2014-15 and Onwards) (Repeaters)
COMMERCE
5.5 (E-2) Paper — | : Advanced Financial Management

Time : 3 Hours Max. Marks : 100

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

SECTION - A
Answer any eight sub-questions. Each sub-question carries 2 marks

each : (8%2=16)
1. a) What is standard deviation ?

b) What do you mean by Independent cash flows ?
c) Whatis ARR ?

d) Define Dividend Policy.

e) What is working capital ?

f) What do you mean by inventory management ?
g) What is Script Dividend ?

h) What is Bonus share ?

i) What do you mean by optimum capital structure ?

j) What is trading on equity ?

SECTION - B
Answer any three of the following questions. Each question carries
8 marks : (3x8=24)
2. Name the basic problems involved in cash management.
3. Explain the Gord’en’s model.

4. Explain the forms of dividend.
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5. Calculate the re-order quantity from the following particulars :
Annual usage quantity — 30,000 units
Purchasing cost per order —X 10
Cost per unit ¥ 100
Cost of carrying inventory —10% of cost.

6. Itis proposed to start a business requiring a capital of ¥ 3,00,000 and an assured
return of 15% on investment. Calculate EPS if 50% is raised from equity shares
of ¥ 100 each and 50% capital is raised by means of 10% debentures (ignore tax).

SECTION -C
Answer any four of the following. Each guestion carries 15 marks : (4%15=60)
7. Explain the factors determining capital structure.
8. Explain the techniques of inventory management.
9. Explain the M.M. Approach to dividend policy.

10. From the following, prepare a cash budget for the month of January to April
2013.

Months Sales Purchases Wages Manufacturing Administrative  Selling

(Credit)  (Credit) exp. exp. expenses
x £4 % 4 £4 £
2012 Nov. 30,000 15,000 3,000 1,150 1,080 500
Dec. 35,000 20,000 3,200 1,275 1,040 550
2013 Jan. 25,000 15,000 2,500 990 1,100 600
Feb. 30,000 20,000 3,000 1,050 1,150 620
Mar. 35,000 22,500 2,400 1,100 1,220 570

April 40,000 25,000 2,600 1,200/588 1,180 710
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Additional informations are as follows :
a) The customers are allowed a credit period of 2 months.
b) A dividend of ¥10,000 is payable in April.
c) Capital expenditure to be incurred : Plant purchased on 15" Jan. for

X 5,000, a building has been purchased on 1% March and the payments are

to be made in monthly instalments of ¥ 2,000 each.
d) The creditors are allowing a credit of 2 months.
e) Every month wages are paid on the 1% of next month.
f) Lag in payment of other expenses is one month.
g) Balance of cash in hand on 1% January 2013 is ¥ 15,000.

11. G’ and 'S" who want 1o buy a business, seek your advise about the average

working capital requirements in the first year's trading. The following estimates
are available and you are asked to add 10% to allow for contingencies.

i) Average amount locked up in stocks :
Stock of finished products and work-in-progress % 6,000
Stock of stores materials, etc. ¥ 7,000.
ii) Average credit given :
Local sales - 2 weeks eredit T 39,000
Outside the state — 6 weeks credit ¥1,56,000
iii) Time available for payment :
For purchases - 4 weeks T 48,000
For wages - 2 weeks ¥ 1,30,000
iv) Sundry expenses [paid quarterly in advance] ¥ 12,000

Calculate the average amount of working capital required.
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