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B.Com. DEGREE EXAMINATION, NOVEMBER 2015.

III YEAR — VI SEMESTER

Elective/Major Paper XIX— FINANCIAL MANAGEMENT
Time : 3 hours
    Max. marks : 75

SECTION A — (10 × 2 = 20 marks)

Answer any TEN questions.

1.
What do you understand by wealth maximization?
2.
Explain “Payment in Float”.
3.
Following details are extracted from the books of a company:
	
	`

	Gross sales
	4,00,000

	Cash sales
	   80,000

	Sales returns
	   28,000

	Debtors at the end
	   36,000

	Bills receivable at the end
	     8,000

	Provision for doubtful debts
	     3,000



Calculate average collection period.

4.
Annual cash requirements of a firm is `1,20,000. While the fixed cost per transaction is `10, interest rate on marketable securities works out to 12%, per annum. Compute optimum cash balance.
5.
What is Dividend Policy?
6.
What is Stock Dividend?

7.
Distinguish between capital and capitalization.
8.
What do you understand by Financial Leverage?

9.
What is IRR?

10.
What is ARR?
11.
Calculate Pay back period from the following data:

	
	    `

	Initial outlay
	60,000

	Annual cash inflows for the first three years
	15,000

	Annual cash inflows for the next five years
	  5,000

	Estimated life is 8 years  
	  

	Salvage value
	    8,000


12.
ABC Ltd. wants to purchase a plant for expanding its operations. The desired plant is available at `3,00,000 against cash payment of `4,50,000 to be paid in five equal annual installments of `90,000 each due at the end of each year. If the required rate of return is 15%, which option is preferable? Ignore taxes. You are also given that P.V. of Annuity of `1 for 5 years at 15% is 3.353.

SECTION B — (5 × 5 = 25 marks)

Answer any FIVE questions.

13.
Explain the major financial decisions made by a finance manager.
14.
XYZ Ltd. requires 90,000 units of a certain materials per annum. The cost per unit is `3. The cost per order is `300, and the cost of carrying inventory is `6 per units per annum. (i) Calculate EOQ (ii) What will be your advice if the supplier offers a discount of 2% for an order of 4500 units?
15.
Explain any five advantages of issuing Stock Dividend.
16.
Elucidate the meaning of over capitalization with an example. Explain any four reasons for over capitalization.
17.
Elucidate the steps involved in capital budgeting procedure.

18.
Following particulars relate to a machine. Life of the machine 5 years
	
	`

	Original Cost
	1,00,000

	Profit before depreciation:
	

	I   Year
	   30,000

	II  Year
	   15,000

	III Year
	   40,000

	IV Year
	   40,000

	V  Year
	    35,000



Tax Rate is 50%.

Calculate ARR assuming that the machine has a scrap value of `10,000, and straight line method of depreciation is followed.
19.
Following are the cash inflows and outflows of a certain project

	Year
	Outflows `
	Inflows `

	0
	1,50,000
	

	1
	30,000
	30,000

	2
	
	30,000

	3
	
	50,000

	4
	
	60,000

	5
	
	40,000



   The salvage value at the end of 5 years is `40,000.      

            Taking the cut off rate as 10%, calculate NPV.
SECTION C — (2 × 15 = 30 marks)

Answer any TWO questions.

20.
The management of Fast Ltd. desires to know the working capital required with effect from 1st January 2012 to finance the production programme. Percentage of various elements of cost to selling price are :

        Materials 50%, Labour 20%, Overheads 10%, you are informed that

(a) Raw materials remain in the stores on an average for one month before issue to production.

(b) Finished goods remain in go down for two months before sales.

(c) Each unit of production will be in process for one month.

(d) Credit allowed by creditors is one month and allowed to debtors is two months.

(e) Selling price is `9 per unit.

(f) Production in 2012 is expected to be 1,02,000 units calculate working capital required for the company.
21.

Elucidate the factors which influence the dividend policy of a firm.

22.

Explain any ten determinants of capital structure of a firm.

23.
You are given the following information:

Initial investment `60,000


Life of the asset      4 Years


Estimated net annual cash inflows:-

	
Year
	`

	I
	15,000

	II
	20,000

	III
	30,000

	IV
	20,000



Calculate IRR.
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