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Com -3.2: Financial Management 

LIBRARYnstrxçtion: Answers should be written completely either in English 

Anekal 

or in Kannada. 

a) Give the meaning of finance. 

SECTION –A 

1. Answer any seven sub-questions. Each sub-question carries two marks. 

b) What is profit maximisation ? 

c) What is Rule of 69 and Rule of 72? 

SE- 165 

e) Give the meaning of earnings per share. 

Max. Marks: 80 

d) Calculate the future value of 20,000 invested now for a period of 5 years 
at a time preference rate of 8% p.a. 

h) What is profitability index ? 

i) What is dividend policy ? 

f) If sales is 6,00,000, contribution ? 2,00,000; Calculate variable cost. 

(7x2=14) 

g) A project costs ? 1,00,000 and yields an annual cash inflow of 20,000 
for 8 years. Calculate its payback period. 

i) What is Walter's model of the dividend policy ? 

P.T.O. 



SE - 165 

Answer any three questions. Each question carries eight marks. 

2. Explain the objectives of financial management. 

3. Explain different types of dividends. 

Year 

Payment made at the 
beginning of the year 

4. Calculate the future value at the end of 3 years for the following series of 
payments at 12% p.a. rate of interest. 

leverages. 
Sales 

Variable cost 

Fixed cost 

Tax rate 

5. From the following information, calculate operating, financial and combined 

15% Debentures 

Year 

1 

2 

3 

4 

5 LO 

Calculate ARR. 

40,000 

60,000 

SECTION – B 

6. A project requires an investment of 5,00,000 and has a scrap value of 
20,000 after five years. It is expected to Yield Profits After Taxes (PAT) during 

the five years are as follows : 

70,000 

1 

50,000 

20,000 

-2 

1,000| 2,000 3,000 

78,00,000 

2 

1,50,000 
50% 

25% on sales 

(3x8=24) 

71,00,000 



Answer any three questions. Each question carries 14 marks. 
7. Explain the principles of sound financial planning. 
8. Explain the determinants of a dividend policy. 

i) All equity shares. 

ii) All debt at 10% p.a. 

9. Satya Co. Ltd. has equity share capital of I 5,00,000 divided into shares of 
t100 each. It wishes to raise further 3,00,000 for modernisation of plans. The 
company plans the following financing. 

ii) 1,00,000 in equity shares and 2,00,000 in debt at 10% p.a. 

Year Machine X 

iV) ? 1,00,000 in equity shares and 2,00,000 preference share capital with 
rate of dividend at 8%. 

1 

The company has estimated EBIT at 1,50,000. The corporate tax is 50%. 
Calculate EPS in each case. 

2 

SECTION-C 

10. Mangala Co. Ltd., is planning to purchase a machine. Two alternative machines 
are selected for evaluation, each costing 3,00,000. The cash inflows are 
expected as below at 10% discount factor. 

4 

5 

20,000 

65,000 

-3 

90,000 

1,50,000 

1,75,000 

Machine Y 

40,000 

1,10,000 

1,20,000 

1,40,000 

2,00,000 

Calculate NPV and profitability index. 

Discount factor at 10% 

0.909 

SE-165 

0.826 

(3x14=42) 

0.751 

0.683 

0.621 



SE- 165 

11. Jagannath Co. Ltd.. is planning to invest? 2.00.000 on machinery. Ihe estimated cash inflows are given under. 
Year 

1 

2 

3 

4 

5 

Annual cash inflow 
90,000 
80,000 

60,000 
20,000 

16,000 
Calculate NPV and IRR. 

b) o oarioeRDNỂ JOTdEO ? 

-4 

P.v. factor at 10% 

e) ,8 eori riedoib 9Fw 

0.909 

0.826 

0.751 

0.683 

0.621 

c) 69 dJoto 3) 72 d odbao odeao ? 

P.v. factor at 159% 

0.870 

0.756 

0.658 

0.572 

0.497 

d) 20,000 risa 5 wdF aori waFT 8% TODT)atb oodo dat 

f) ooDEd dAT 6,00,000, đAdoň 2,00,000; wdDwso Jspo 

(7%2=14) 

a) o0 aiocssoo 1,00,000 abE 8 oodFT TDU WOAFTT 20,000 Jrido 
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