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COMMERCE 

DSC 5.1: Financial Management 

SECTION � A 

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

Answer any 6 sub-questions. Each sub-question carries 2 marks. 

1. a) State any two functions of finance manager. 

b) Give the meaning of Wealth Maximisation'. 

d) What is time value of money ? 

e) Expand EBIT, EAT, EPS and PAT. 

EBIT, EAT, EPS & PAT AOA. 

c) Calculate the future value of a sum of 1,000 if it is invested at 8% interest 
for a period of one year. 

f) Mention any four components of working capital. 

g) What is temporary working capital ? 

NP �326 

S9. 

h) What do you mean by investment decision ? 

Max. Marks: 60 

No 

(6x2=12) 

Dt.. 

P.T.0. 
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Answer any 3 questions. Each question carries 4 marks. 

2. Explain the steps in Financial Planning. 

3. What are the dangers of excess working capital ? 

Total variable cost - 3,00,000 

4. Total sales of a company-?5,00,000 
Total fixed cost-71,00,000 

SECTION -B 

6% Debenture capital is 10,00,000 

-2 

we, worbs s-3,00,000 
3 

DUDS-*5,00,000 

o w�1,00,000 

Find out operating leverage, financial leverage and combined leverage. 
BodNot 

6% ioso woBw10,00,000 

GA 

D. 

LIBR AR 

(3x4=12) 

5. The initial value of equipment is ? 2,00,000. It generates cash flows before depreciation and tax are 80,000, 60,000, 1,00,000 and 65,000 in four 
years. Assume straight line method of depreciation and tax rate at 50%o. 
Calculate ARR. 

Jndo oO80,000,* 60,000,? 1,00,000 ? 65,000 ro4 asi'tos. 

6. Calculate the future value at the end of five years of the following series 
of payment at 10% rate of interest. 4,000 at the end of 1st year, 5.000 

at the end of 2nd year, 6,000 at the end of 3rd year, 7,000 at the end of 
4th year, 8,000 at the end of 5h year. 

7 5,000, 3 de wFo åodob ? 6,000, 4 de wdF iodobO 7.000. 



Answer any 3 questions. Each question carries 12 marks. 

Particulars 
Investment 

7. Explain in detail the objectives of Financial Management. 

Estimated life 

Cash inflow 

8. What is working capital ? Explain the factors determining the requirements of 
working capital. 

Compute the PBP and NPV for the two Projects. 

Project X 

9. A firm's cost of capital is 10%. It is considering two Projects X and Y. The 
details of which are: 

Project Y 
PV factor @ 10% 

PV factor @ 10% 

SECTION �C 

1 

-3 

10000 

60000 

0.909 

2 

20000 

40000 

0.826 

2 

3 

30000 

No. 

20000 

Dt. 

0.751 

3 

CiBR 

10000 20000 30000 

60000 40000 20000 

0.909 0.826 0.751 

Project X 
7 70,000 
5 years 

4 

45000 60000 

0.683 

10000 10000 

, X 
70,000 

5 JF'so 

4 

45000 

5 

10000 

0.683 

Project Y 
70,000 

0.621 

5 
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(3x12=36) 

60000 

10000 

0.621 

5 oso 

5 years 

70,000 
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10. Automobile Ltd., has an equity share capital of 6,00,000 divided into shares 
of? 100 each. It wishes to raise further 3.00,000 for modernisation. The 
company plans the following financing schemes. 
a) All equity shares. 
b) ? 1,00,000 in equity shares and 2.00.000 in 10% debentures. 
c) All in 10% debentures. 
d) ? 1,00,000 in equity shares and 2.00.000 in 10% preference shares. The 

Company's EBIT is 2,00,000. The corporate tax rate is 50%. Calculate 
EPS in each case. Give a comment as to which capital structure is suitable. 

*6,00,000 rietogd. doacdoo JOtdOTO0N JOdwo T 3,00,000 ri# Bat 

a) o 20UD, aedorso. 

-4 

b) DaD deDsOT 1,00,000 s 10% oIE,dOT 2,00,000. 
c) J 10% DOTE, Ns. 

d) DaD, 0CONO? 1,00,000 aO 10% so IOJO 2,00,000. Bod 
EBIT ? 2,00,000. #ozA ToD do 50%. 3o3poro ditatoo EPS s 

11. The capital structure of a company consists of an ordinary share capital of 
? 10,00,000 (par value 100) and 10,00,000 of 10 percent debentures. Sales 
increased by 20 percent from 1,00,000 units to 1,20,000 units, the selling price 
is 10 per unit, variable cost is ? 6 per unit. Fixed cost amount to 2,00,000. 
Tax to be 50 percent. Calculate : 
1) The percentage increase in earnings per share. 
2) The degree of financial leverage at 1,00,000 units and 1,20,000 units. 
3) The degree of operating leverage at 1,00,000 units and 1,20,000 units. 

( 100 080 eso) ? 10,00,000, 10%% 000Erso, ? 10,00,000. aDUDS d,333 
20% Jo . SOJO 1,00,000 coEN9OT 1,20,000 dsi. a03 JO 

Jon 50% Oao wOTO SOBI. 

2) 1,00,000 otboTTSD 
3) 1.00,000 odoETT0ORroe 1,20,000 deETTOOnTocUDFSdsÖJOBs 

cOLZ SAI 

EG 
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