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FOURTH SEMESTER B.COM. (CBCS) DEGREE
EXAMINATION, AUGUST/SEPTEMBER 2023
FUNDAMENTALS OF FINANCIAL MANAGEMENT

Time : 3 Hours]

[Max. Marks : 80

Instructions : 1) Answer all the Questions subject to Internal choice.

2) Question No. 11 (Case Study) is compulsory.

3) Only simple calculator is allowed.

SECTION - A

1. Answer any ten of the following.

a)
b)
c)
d)
e)
f)

9)
h)

)

k)

—
N

Define Financial Management.

What is cost of capital ?

What is time value of money ?

What is working capital ?

State any two objectives of Financial planning.
Expand :

i) EBIT

i) PBT.

What is capital budgeting ?

Give any two drawbacks of wealth maximization.
What is Profit Maximization.

Calculate k4 from the following.

i) 20% debentures of Rs. 5,00,000 issued at par.

i) Tax slab 30%.
What is Leverage ?

What is factoring ?

(10x2=20)

[P.T.O.
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SECTION - B

Answer any three of the following. (3x5=15

2. Explain the functions of Financial Management.
3. Distinguish between Shares and Debentures.
4. Explain the responsibilities of Financial Manager.

5. Rs. 50,000 invested at 5% compounding annually for 10 years, find out future
value, according to compounding value table Re. 1 for 10 years at 5% interest

is 1.629.
6. Kumar Ltd., has provided the following details :
Units sold — 1,00,000
Selling price per Unit — Rs. 20
Variable cost per unit — Rs. 10
Fixed cost Rs. 1,00,000
20% Debenture of Rs. 1,00,000

Calculate Operating, Financial and Combined leverage.
SECTION -C

Answer any three of the following. Question No. 11 is compulsory.
(Case Study) (3x15=45)

7. What is Capital Structure ? Explain the factors determining capital structure.

8. Explain the factors determining the requirement of working capital.
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9. From the following calculate the net present value of the two projects at a
discount rate of 10%. Suggest which project is profitable :

Particulars Project - X Project - Y
Rs. Rs.

Initial Investment 15,00,000 15,00,000
Scrap value 1,00,000 1,00,000
Estimated life 5 years 5 years
Cash inflows : Rs. Rs.
| year 3,00,000 2,00,000
Il year 4,00,000 2,50,000
Il year 5,50,000 3,00,000
IV year 6,00,000 3,50,000
V year 4,00,000 5,00,000

Present value Re. 1 for 5 years at 10% discount rate.

Year - lyear llyear [lllyear [Vyear V year
P.V factor at 10%
discount . 0909 0.826 0.751 0.683 0.621

10. Shiva Ltd. provided the following information. Estimate the net working capital

after providing 15% contingencies. The cost structure is as follows :

Raw materials 40%
Direct Labour 20%
Overhead 10%

Cost of sales 70%
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a) Selling price per unit Rs. 1,500

b) Raw Materials in stock - average 4 weeks

c) WIP- average 3 weeks

d) Finished goods in stock — average 2 weeks

e) Credit allowed to debtors — average 6 weeks

f) Credit allowed by suppliers — average 4 weeks

g) Output 52,000 units per annum

Note : All sales are on credit basis.

11. Case Study (Compulsory Question).

Hari Ltd. has equity capital of Rs. 20,00,000 divided into shares of Rs. 100 each.
For its expansion the company desires to raise additional capital of

Rs. 10,00,000. Financial advisor gives the following alternatives :

a) Equity shares of Rs. 100 each
b) Rs. 6,00,000, 10% debentures and remaining in equity shares.

c) Rs. 6,00,000, 12% preference shares and remaining in equity shares.

The Company’s EBIT is Rs. 5,00,000 and the tax rate is 40%. Determine EPS

in each plan and comment.
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