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IV Semester B.Com. Examination, May/June 2013
(Semester Scheme)
(2012-13 and Onwards)
" COMMERCE
Paper — 4.4 : Financial Management

Time : 3 Hours Max. Marks : 100

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

SECTION-A

a) What are the objectives of finance function ?
b) What is profit maximisation ?

¢) Whatis operating leverage ?

d) Define Cost of Capital.

e) What are the sources of working capital 7

f) Mention any two motives of holding cash.

g) What is optimal capital structure 7

h) State the different practices of dividend.

) The Earnings After Tax (EAT)is¥ 3,07,500. Income Tax rate is 38.5%. Interest
isZ 1,00,000. Find out EBIT.

i) Whatis cash planning ?

P.T.O.
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SECTION-B

Answer any three of the following. Each question carries eight marks. (3x8=24)
2. Explain the Cash Management Techniques.

3. "Financial Management is indispensable in any organisation”. Bring out its
Importance.

4. Briefly explain the limitations of financial planning.

5. Ever Strong Ltd. has a capital of ¥ 25,00,000. The EBIT is ¥ 5,00,000. What
would be its financial leverage ? Assuming the EBIT being ¥ 3,75,000 and

¥ 6,25,000, how would the EPS be affected ? Assume a tax rate of 50%. The
equity share value of ¥ 10/- each.

6. Evershine Co. is considering the purchase of two machines | and Il each costing
¥ 5,00,000. The expected cash inflows are as follows :

Year Machine | Machine li
2001 1,50,000 50,000
2002 2,00,000 1,50,000
2003 2,50,000 2,00,000
2004 1,50,000 3,00,000
2005 1,00,000 2,00,000

Calculate pay back peried.

SECTION-C

Answer any four of the following. Each question carries fifteen marks. (15x4=60)

/. A limited Co. is considering investing in a project requiring a capital outlay of
¥ 20,00,000. Forecast for annual income after depreciation but before tax is as
follows :
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Year Income after depreciation before tax
2005 10,00,000

2006 10,00,000

2007 8,00,000

2008 8,00,000

2009 4,00,000

Depreciation may be taken as 20% on original cost and taxation at 50% of net
Income. S "

You are required to evaluate the project according to each of the following methods :
a) Pay back period
b) Rate of return on average investment.

8. A proposal to purchase either machine Swadesh or machine Sulabh is under
consideration. Particulars of the machines are as follows :

Swadesh (%) Sulabh(3)

Initial Cost (%) 4,49,000 4,49,000
Life span 5 years 5 years
Salvage value () 24,000 24,000

Net annual income after provision for depreciation and deduction of tax during
the 5 years is estimated as under

Year Swadesh(X) Sulabh (3)
1 27,000 91,000
2 43,000 75,000
3 59,000 59,000
4 75,000 43,000
5 91,000 27,000

At the end of third year both the machines will need thorough overhauling. The
charges for overhauling will be ¥ 2,00,000 in each case. The company uses
straight line method for depreciation. The company’s cut off rate is 10%. At this

rate the PV ofZ 1is 0.909, 0.826, 0.751, 0.683 and 0.621.

Suggest which of the two machines will be made for the company using NPV
method.
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9. Brave Ltd. is capitalised with 50000 equity shares of ¥ 10/-. Company wants
another¥ 5,00,000 for expansion programme.

The following are different plans
1) All equity shares.

2) ¥ 2,50,000 in equity and the balance in preference shares carrying 10%
dividend.

3) ¥2,50,000 in equity and balance in debentures at 10% interest.

4) All debentures @ 8% interest.
The existing EBIT is¥ 60,000 p.a.

a) Calculate EPS for four plans.

b) Calculate EPS of EBIT is doubled.

Tax rate 50%.
10. What is financial plan ? What factors determine financial plan ? Explain.

11. Explain the consequences of holding excess inventory. Discuss briefly the
techniques of inventory management.
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) SR SRRIDEDH SOR CTBRER) 3%

g) R0 WOTY T3S DOTTER ?
h) eoReBdBEaneBeh.

) 3on JcSTT w3 twe. 3,07,500, 3orn 3¢. 38.5% Al 8. 1,00,000 EBIT
BOBOSROAD.

i) SN odeems HotBeRd ?
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3RFTTTL FoRT BIRVR SZ0OR. B3 BIT Q00 LOTNEL. (8x3=24)

2. INT TF BB DGIVNEI DT LA
3. cERYTe 20t FORT BESTIRO VSF TS W B, AT S09,53008), 8030 DR,

4. TEITORD O3RCTIIOID ao@r@aig{ ﬁoeﬂmﬁ 3.

5. Ever Strong Ltd. 30203 ma:b?sﬁzs 2630 Wors Te. 25,00,000. & =080 3OMOD
320023 3030 (EBIT) 3. 5,00,000550N30303. HEOTAD QOETIVBOITY, 3OO BOWD.
WE 0B BOTIOD 00U 30wy (EBIT) dra 3,75,000 =023 TR. 6 25,000 =N
#de‘) 258 ReOT 0T Boeed EPS Tert T[piowconigds 7 30nom 50 Jest 50

oo

Slaloveinlis wam@js 20O 2363 uocﬁ% on. 10.

6. Ever Shine FomCIN0 WwOT odoo_éjddz{ 3@%@3 'azéw’-"nwgd . 3;,\%0130_3)% 5,00,000
BRmRnane BIsos, 0503, 1 B08) o308, 2 LI HT. IRTD ¢ BOY) FFE0RET.

DRE oho31 *  odog 2
2001 1,50,000 50,000
2002 2,00,000 1,50,000
2003 2,50,000 2,00,000
2004 1,50,000 3,00,000
2005 1,00,000 2,00,000

20T SOTHTRE LTBOOIR FomOLBRD.
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7. 2,000 INOI FoTVO3W 2005 O3RewIR edom TR, 20,00,000 20T 3RTATED
ejcifaeaszbgd. B0TSILD DAF T ST03 FIFY 03T 30N ;003 FSFOTB0ST.

IR ST (3389 B033 301 =)

2005 10,00,000
2006 10,00,000
2007 8,00,000
2008 8,00,000
2009 4,00,000

2a33® Je 20 oA 363 oeed, 3on Je. 50.
a) OTITTORS 958
b) RToROTTRZY (ARR) 50TI&EBC0D.
B. o303, 3,Teb I8y Roow by ERoRERY 00 BB AR BRY HFT FINF08T,
AN AOOWE
JwoSd e, 449,000 449,000
TOPF 9T 5 SR 5 Saf
R39 B, 24000 24,000
5 IRENE SBHOHA AOWBITE D3P ToAF S STHOD
(307t 023 FTELORD 0BT ) TR FENTOZ L0TTL) SRTOINT.
SRe BPee(3R.) Dewr(ds.)

1 27,000 91,000
2 43,000 75,000
3 59,000 59,000
4 75,000 43,000
5 91,000 27,000
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RRTIe THFT 203,TO_ 0OZNOR FPLoF BT WeTBNTIZT. £,303008,3, WOTAN
3roLWBITIHT S0 TR. 20,00,000.

FODION AR T8I ANTY dqpéobaig{ LIROROROB T3, FOTROI amw@’,éﬁe}dd@ JeB
10 2033, B3 T0RS B, 18 Ared B30¢,330.909, 0.826, 0.751,0.683 =>830.621

QOB T, AN DA @I, as’céé (NPV method) ©80%03, o3 03003,R)
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3. 5,00,000.
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2703 EBIT on. 60,000.
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