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FOURTH SEMESTER B.Com. DEGREE EXAMINATION, SEPTEMBER 2020

_ _ FUNDAMENTALS OF FINANCIAL MANAGEMENT
Time : Three Hours Maximum : 80 Marks
Answer the questions according to internal choice.

Only simple calculator is allowed.
Question 18 Case Study is compulsory.

Section A
1. Answer any ten. Each question carries 2 marks :
(a) What is Business Finance ?
(b) Give the meaning of Wealth maximiiation.
(¢) Give two disadvantages of profit maximization.
(d) What is Time Value of money ?
(e) What do you mean by operating leverage ?
() What is payback period ?
(g) What is cost of capital ?

(h) Explain EBIT and ROL
(i) Rajesh Ltd., issues 8 % debentures of ¥ 100 each at Z 110. The company is in 40% tax

bracket. Calculate cost of debt.

() Calculate operating leverage :
Sales T 2,10,000 ; Variable cost ¥ 70,000 ; Fixed cost % 50,000.

(k) Name the classification of working capital.

(1) What is capital rationing ? _
(10 x 2 = 20 marks)

Section B

Answer any three guestions.
. Each question carries 5 marks.

9 What are the responsibilities of Finance Manager ?
al requirements.

3. Explain the factors determining working capit

4. Calculate : (a) Operating leverage ; (b) Financial leverage ; and (c) Combined leverage from

"~ the following :
Sales—80,000 units at ¥ 30 per unit
Variable cost at T 16 per unit L
Fixed cost T 5,00,000
Interest on debt T 2,50,000

Tax rate—35 %. e



307-—-D03“IVSC——R_SGD' a0y
2

2 uming a discount rate of § %,
' w8 asse

5. Calculate the present value of the following cash flo

Cash flows Present value factor

Year
at 8 % discount rate

X 40,000 0.926

2 . 48000 0.857

Y m RG00 0.794

2 16,000 0.735

° 12,000 0.681 |

harat Ltd. from the fOHOWing

B
6. Compute the weighted average cost of capital of

information : ¢
s
Sources Amount (D) After % 60
Debentures 2,00,000 12% j
Prefernce capital ... 4,00,000 10 %
Equity capital 6,00,000 15 %
Reserves 4,00,000 12%
Total . 16,00,000
7. Distinguish between Shares and Debentures. :
' (8 x 5 = 15 marks) '

Section C
Answer any three including Question 18 which is (Case Study) compulsory.

Each questwn carries 15 marks.
8. Define Financial Management. Explain the functions of Financizil Management.

9. What is balanced (optimal) capital stricture ? Explain the factors determining capital

structure

10. Write short notes on :
(a) Capital gearing.
(b) Profit maximization objective,
(¢) Sources of short term finance.
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11. S y
From the following information, you are required to estimate the networking capital of

Estimated cost per unit

Raw materials ...

Direct labour
Overheads
Total cost

Additional information :

(1)
(i1)

(1i1)

(iv)

(v)
(vi)
(vii)
(viii)

(ix)

Allowed 10 % for contigencie
the year (52 weeks). All sales are on credit basis only. -

12. From the following informati
discount rate of 10 % :

Selling price per unit

Output per annum

Raw materials in stock

Finished goods in stock

(in )
80
30
60

T

Credit allowed by suppliers
Credit allowed to debtors

Lag in payment of wages

Cash at Bank expected to be

. 200

. 1,04,000 units

. Average 4 weeks -

Work-in-progress (assume 50 % completion
stage with full material consumption)...:

Average 2 weeks

. Average 4 weeks

... Average 4 weeks

. Average 8 weeks

. Average 1% weeks
. 25,000

\

s. Assume that production is carried on evently throughout

on calculate the net present value of the two projects at a

Particulars Project M Project N
Initial investment... I 2,00,000 ¥ 3,00,000
Scrap value ‘ 710,000 20,000
Estimated life 5 years 5 years
Cash in flows :
Ist year 50,000 ¥2,00,000
IInd year 71,00,000 ¥1,00,000
ITIrd year 71,00,000 50,000
[Vth year . %30,000 ¥50,000
Vth year ... 720,000 X 20,000
Present value Re. 1 for 5 years at a discount rate 10 %.
Year Ist year | IInd year IlIrd year | IVth year| Vth year
P.V. factor at 10 % 0.826 0.751 0.683 0.621

Suggest which project is profitable.

Turn over
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13. Case Study (Compulsory question) : f 2 15,00,000 divided into Shamg
’0 for its expansigp, "

08,0 is as f ang

hemes is as follows -

. tal 0
Hubblli Company Ltd., has equity share capl;a 9,

¥ 100 each. It wishes to raise further financing 8C

modernisation programmes, The company plans

(@) All in equity shares of ¥ 100 each.

. . amount in equity shares of 10 cach
(b) ¥ 8,00,000 in 10 % debentures and remaining .
() Allin 10 % debentures.

. e shares and remajy;
(@) 5,00,000 in 12 9% Debentures, ¥ 2,00,000 in 8 % prefernc - g
amount in equity shares of ¥ 100 each.

| _ ine EPS in each plap
The company’s EBIT is # 4,50,000 and tax rate is 40 %. Determine and
comment. Suggest suitable plan.

(3x15=45 ma_rksj.



5 2807—D08—IVSC—R—Sep. 2020
Kannada Version

- &roson sab oo gdrmer wgoso.
OV ooy ¢ Jvzf‘dm mfm O SUoy R,
T8 oo cq’wrddagodamnd

Path ot T

1 NSV Wemess I IIren wugoro. T BB 2 o8

(a)
(b)
(e)
(d)
(e)
H
(g
(h)
(1)

)

(k)

(1

T TT08 Beawoxd womdemd 9

o3 NOXBTRT urr gna.

TR NOXEBTT IR mEE 0> Brends) 8ra0.

BT I dﬂae QOB 9

ATFBR I "’a:od) 3 oiooda R RR0D.

ROTITITS 2T 0T3RS 9

WOBTHVT 523 3 ROTTERD 9

DoAY : EBIT and ROL.

ooXe3 O, Br. 100 03303 8% od T2 3o de. 110 8 wREona SRas. goTR

'40% 301 TYYODY, WBIRE. FOT dwjﬁa’o eﬂﬁm&&

AT FBHBCD ~5cd.>ab OB LEOWO :
RPT3 - dra 2 10 000 ; BN dzs 8. 70,000 ; »&d dzs gn. 50,000.

DORCINVT WoBTYT dﬂreﬁdtadaﬁg{ ézfax)o

WOBTT TBIT 0BTER0 ?
(10 x 2 = 20 marks)

QPN W
PN, eFegorT SuRTd GINOr evgoR0.
S I 5 @osmL. |

2. TLITOVR AOF BIN BRHBMOTNTIRRY) 7
3. DORCIVT LOBTNBRY, AGFORT BRI, DIORO.

4 (a) ASFFHH ISP J@INH ; (b)
(¢) Roctog Aod> BRPEITI) SgFA0.

TOTRT AT TRIRH BOTY

Snooesnes — 80,000 0303 s Fdot0Rer dre. 30 To3
sy 23,738 03000k B, 16 003
A 34, d%. 5, 00 000

*'wd abe@& W&, gn. 2,50, 000
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5. 8189V o st riort o a0ty ok, Rt B0 3. 8 (G AT

N3 IR wab ForD LB ;
e BOT BOF) BN IS FTPT
an. 63:1’20@3' Be. 8 o3 -

1 40,000 0.926

2 48,000 0.857

3 24,000 0.794

4 16,000 0.735

5 12,000 0.681

6. S 591 DeatT Rrtescasord w208 O, o Sodcd RO R 33351.?& BemLAD |
Saeersd 203 de. 30 o0 B, '
oI .. 2,00,000 12 % - ©»
TTY Feod woBEY ... 4,00,000 10 % e
AORRF, Fedd woRY ... 6,00,000 15 %
ToNGICNT D ... 4,00,000 12 %-
R, | ... 16,00,000

7. et oI Mow Tgne 8@ TFZYRMI), DZORD.
| . (3 x 5 =15 marks) )

own @
THF13 (ZFok 5l a0T) o 91e0m0F LeTor BT HIIT VOO,
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10. 83 SNSInen 833383 20B0000 :
- (a) wocs’m@'cﬁ 2T RT. : )
(b) ©oyId rfoa.&eédead NTE. |
(c) ©CATE BEFTOIT RN

11. 88 391 QeRT &30 "e;sqradd Roed @%U’ NEST FOWACT) TOROINT LOBTG 2055

FORBI&GECOD: ' |
20T 3?% T8 oo

: (TR.)
#aaaw TOTOANED ... 80
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- Soewo S .. 60
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BF0 Wned :
(1) =00
(u) m&:c:: C:m:;jcsga i - S0
) TGS tiy by on | St o
(iv) ﬂr{éodanad WIS (Rpror
fﬁf;: d!iw; RN, uodnenng
¢ 50 W@t’arﬁfao&d) ... Tooso 2 woond
2 "*'Ciﬁdfvm* TR B[Q ... RooR0 4 TORE
(vi) B R085 VIERBOR Read LR .. RooRo 4 BN
(vii) @ﬁf@ﬁ VBT w00, BT ... AooRo 8 e
(vid) - 39 Bomoo RRwss st .. RoR0 1% sORW
(ix) %Ofﬁfld?d SR> Beow A0eg. ! ... T, 25,000

Je. 10 BR) BBRINVR [oredv, IR REDGPR, wozrs 28030mN SHOT R0TO LRl (VHFE, 52
:mdrfdo) 1) dmm&aaj) Upila) maca&mhd

12, $9NS BPLECH YT 0> FRISNY SN Dy PO Be. 10 BREAR o> LBANWD:

é.’:)aﬁdﬁﬁ;b BRI M TREI N
SC00PBBARE ... Tn.2,00,000 gr. 3,00,000
o EPY, ... Tw. 10,000 8. 20,000
ReDBOBY ... 5IRF 5 SR
SN oY :
ISe TRF ... ©8®.50,000 8. 2,00,000
IS¢ IRF ... B.1,00,000 g%. 1,00,000
IS¢ SR ... ©».1,00,000 ~ G=. 50,000
IVSe SR ... 030,000 . ©®. 50,000
Ve S3F ... T®.20,000 gw. 20,000
NS ISP 0e. 1.5 B[wrg Je. 10 o Aeen.
SR , I Il m | W

NS P 2038 10 g ARl 0.909 0.826 0.751 \ 0.683 \ o.szﬂ

waw:pjm@aﬂai 00308 adwdaigl RRWRD.
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13, TS LFYADLT (Frpodd )
TOLY, FoTR O, 8. 100 BoB LonBAs Lutd2,15,00,000 720, Be8d wommownzy ) Brod,
Zln b £mﬁoodﬁh gR. 9,00,000 wodm@wm B0 Sd é's o odnexs mza S

TN BABILD LeRRZES |
BosTROTN TR WRNROT AdpeSolR) 81 89NS0E BRRERRT,
(a)  TOTREFETION D& LWOTETR 100 Booadrdedond ARRRT, BeBon oz,
(b) T 3,00,000 woWWIRY Je. 10 wead:»%r{e@od a:ba) NPT BEFTIY, 100 Boodeseg,
RN, Fedoneo,
(c) TOTPREF Y, WoBTWRR) Fe. 10 8 7o BZNVoTs.

(d) de. 5,00,000 Je. 12 B TOTIRY B003T, T, 2,00,000 Be. 8 T TBZ, Secorie
B[RT0IT as’oéo LT wodmv‘ddo 100 Bn. TooDIe3csd m,dnd éedor{@od

~on’ &ATIOM.

FOTACR WA, WoBY 30riNoT BATOR eoyd (EBIT) OR. 4,50,000 wno’oc?jd. o1t BoR)
Je. 40 SN, Bé B0 NFoR), T odrerSoto) AFFOAD BB TOTRO 0L, 0dREARE

od.raea:éodoﬁg( X230, | :
e (3 x 15 = 45 marks) ¢



