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lll Semester B.Com. Examination, April/M ay 2021

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

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

lnstruction : Answers should be written completely either in Kannada
or in Engtish. I

SECTION * tusryod- a
1. Answer any five sub-questions. Each sub-question carries two marks. (5x2=10)

cndoaddo acd; wd-{U;dqrrl erudoxr. $o wd-$d;i add: epodddo.

a) Give the meaning of Finance.
dmnxb ddd efrrddlneao.

b) What is financial planning ?
dearoio Coerd -todded: ?

c) What do you mean by investment decision ?
droad &earC:dd.1deri e{rteo ?

d) What is time value of money ?

dead ia$o$ dfJe-rr.loddeob ?

e) What is combined leverage ?
xou3 d{aoddecb ?

f) Calculate the prresent value of t 80,000 received after 6 years, if the discount
rate is 9%.
de. 9 d oc)Do3;s ddde sd: ddrdd dodd ddo$sarbdt 80,000d $rgd dfae.:,
(Ov) dod.:badro. "

g) lnitial investment { 20,00,000, residual value { 4,00,000, working life
10 years. Additional working capital t 2,00,000. Calculate average investment.

rydcpd zoodasad { 20,00,000, e,,rJpd dFq, { 4,00,000, d:acf::d roocdQ
10 ddrrld;, drd$u cbaoud ardm#t 2,00,000. iodo draado$$.dccbaor:o.

SECTION - B/eryorl- ut

Answer any three questions. Each question carries six marks.
Cn{oaddro d}Jo& ddferi w$o,r,. {rs d,d/ qr& uodddo.

2. Explain the principles of financial planning.
deouoir: Co erdo3: ddo dddl adoru

3. Mention the functions of financial management.
deora&d &drddoS: r-o cJ:r riddl ddo,l.

(3x6=18)

P.T.O.
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4. A firm has sales of { 20,00,000, variable cost of { 14,00,000,
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fixed cost { 4,00,000, 10% debt capital of t 10,00,000.
Calculate operating, financial and combined leverage.
r^,odr dodod: wddrld cnoao t 20,00,000, udenrb* *d_t 1 4,oo,ooo,

Egg ll,gg,odd, dr. 10 J 
^,-c.:dgd$b r'r o,oo,doi."tir,:i* 8, iearoio dr

oarh ao$ nd*o$d1e3ua*zod Cna.

5. Calculate the future value at the end of five years of the following series of
payments @ 1A7o rate of interest. I

t 4,000 at the end of 1 year
t 5,000 at the end of 2 years

r r 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.
e fdnd dded a"d8orrQ {o ddrd eo{,d{ de. 10 ua^ mde&dd, ectr ddrrld
raendqo$o_udd rte4:Seud&,doo8a&:0. a

t 4,OOO dode,rdo:: *aia eeod.Ad
t 5,OOO odddCr ddrd er.d^dO 

-
t 6,000 dlroddo$ ddrd *&*6
t 7,000 NEe,dc) ddrd eod^*O 

-
t 8,OOO adSoc ddrd uoUrhOj

6. Calculate the payback period of the following projects. Each requiring a cash
outlay of t 1,00,000. Suggest which project is acceptable if the itandard
payback period is 5 years.
Year 1 2
Cash inflows (t) A 30,000 00,000

B 30,000 40,000
a3dotpd uodaod t 1,00,000 qcbd odd:
dod:baouro. Odad a$&aad.B udqoll accl:
oloeerdolrQ"Q dndu*eb aou ie,rd &e&.EJ6r 1 z
ddub r.Sdo{ (t) A 30,000 90,000

B 30,000 
,40,000

SECTION - C/ eqnrl - :,

345
30,000 30,000 30,000
20,000 10,000 5,000
oSoexdrld d:d:uode udeffid>
ddrdd:, 6r erpadd ubeeJ o3:a#

345
30,000 30,000 30,000
20,000 10,000 5,000

Answer any three questions. Each question carries fourteen marks. (3x14=42)

7". Briefly explain the factors determining working capital requirements.
cba o1rld u odan ddd2. o d r oiod erc ddddl do$m h ador,.

8. what is dividend policy ? Discuss the various forms of dividend.
enpod &e3 aodde$ ? eed urio$ enu;tDoddd$a;;;&.
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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) { 10,00,000 through ordinary shares and t 10,00,000 through long-term

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

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

shares with 5% dividend.
The company's expected EBIT will be t 8,00,000. Assuming a corporate
tax rate of 460/o, determine the EPS in each alternative and suggest which
alternative is best and why ?

KPMG Ltd. t 100d *)$dejo$2s000 :od>d, decdddldnoad3 sednd, ded.:
uodamd{ 25,00,000 un&$d. dodoJr: d{aidraa oSoeegSnaR { 10,00,000 eped
uodaadddl dodbdq: 4 do zod, dmaio o3o ex ddd$ doa:, d.
i) aoJ& -k"J, ded:rld:.
ii) { 10,00,0qq ID*Ddd ded:dsb air* { 10,00,000 de. 8d uc ddd oegiorde

xasd droddO
iii) t 5,00,000 :o*nd, ded;rlsb obt { 15,00,000 de. 9d ?ra ddd aeryordp sosd

dodd0.
iv) { 10,oo3oo mdnd, de&rlsb nb* r 10,00,000 de. 5 d enpaodd m,d{de$dvb.

dodeo$do@do EBlr { 8,00,000. ro{orde$ dori 46/o, gio oSoerdoole deod
dqd (EPs)ocdldod:baobo. dod Coexd o$Ddcb aJ:d: geX.toeb je-rd pea.

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

lnvestments
Project J
2,80,000

Net cash flow(t)
J

40,000
80,000;

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

Compute :

a) Payback period b) Net present value
P.V. factor @ 1Ao/" lor 5 years.
Years12g45
P.V. factor @ 10"/" 0.909 0.826 0.751 0.689 0.621

Year
1

2
3
4
5

Project K
2,80,000

K
2,40,000
1,60,000

80,000
40,000
40,000

5,50,000

c) Profitability index

d



de. 10 dod z,rodaod d{ddidooa&d z.od: do{oJ:: cddd d.odddaxi,:dodd
J rb* K aou add: os?rriagdldnoad. edrfd addd#r $ *+*oJoa*.

Coerd J
2,80,000

Equity share capital of t 10
12/o Preterence shares
14.5% Debentures ,:

The company is facing fluctuations in
change in EPS ?

droAd

drleb uddo$ ({)
JK

40,000
90,000

1,20,000
1,90,000
2,40,000
6,50,000

6r add; coeadd9rt a) uodand abcance edQ (pBp) b) e{d $dJ df,e"r, (Npv)

*Q .l e>aepm oJ:IdoJ, dezs ( 
p rof itab i I ity i n dex) o$qi *oar#aoiro.

de. 10 dod {id dfre.rrd eod (b ddrder} ' q'

ddrilsblzg4s
dt. 10 dod $iE d$e.:rd erod 0.909 0.826 A]S1 0.689 0.621

11. A company has EBIT of { 4,80,000 and its capital structure consists of the
following securities.

t

a) lf EBIT of the company increases by ZS% ?
b) lf EBIT of the company decreases by 25% ? The company tax rate is 3b%.
r,ocb dodooj: EBIT { 4,80,000 mado erdd uodacod dridolD bend.

t 1Od *)sDdeJo$ xnCnd, decb uodacd +,OO,IOO
12/"d ry,d{, decbrld: i 

6,00,000
14.5/"d ?rA ddd xae,ld$ddo 1 0,00,000
dodo o:r: dn oa uld0 aoedddd:o.rCoxbe d. dodO cr :

a) EBIT de. 25 aod eyoad

b) EBlr de. zs 3ej y.Td de deod dedo::en;d:d dedaaaac udsaddo$q
dod.:aaor:o. dori dd de. 3s.
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1

2 ,.',",

3
4
Fl

5

Coee;d K
2,90,000

1 2,40,000
1,60,000

80,000
40,000
40,000

5,60,000

4,00,000
6,00,000

10,00,000
its sales. What would be percenthge


