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B.B.A./B.Sc.I.S.M. DEGREE EXAMINATION, NOVEMBER 2016.
III YEAR — V SEMESTER

Major Paper XII / X — FINANCIAL MANAGEMENT
Time : 3 hours
Max. Marks : 75
SECTION A — (10 × 2 = 20 marks)

Answer any TEN questions
1. Define financial management.

2. What do you mean by optimum capital structure?

3. Write a note on cost of capital.

4. How cost of debt is determined?

5. Explain the term capital expenditure?

6. What do you mean by Pay back period?

7. What is dividend pay-out ratio?

8. State the meaning of ‘Scrip dividend’.

9. What are the sources of bonus issue?

10. Explain the concept of working capital?

11. What is cash discount?

12. Briefly explain the working capital cycle.
SECTION B — (5 × 5 = 25 marks)

Answer any FIVE questions
13. What are the functions of financial management?
14.   The capital structure of a Bharat Ltd consists of the following securities:

10% preference share capital 


1,00,000

Equity share capital (`10 per share)
            1,00,000

The amount of operating profit is 

   60,000

The company is in 50% tax bracket.

     You are required to calculate financial leverage of the company.

15. Discuss the different types of cost of capital?
16. Using the information given below compute the pay-back period under Discounted pay-

back method.

Initial outlay

` 80,000

Estimated life

5 Years

Profit after tax



    End of the years     Ist year          
`   6,000

   
IInd year         ` 14,000


IIIrd year        ` 24,000

  
IVth year       `16,000

                                   Vth year           NIL

Depreciation has been calculated under straight line method.  The cost of capital may be taken 20% p.a. and the PV of Re.1 at 20% p.a is given below.


Year      1          2         3           4           5


P/V     .83       .69      .58        .48         .40

17.   Explain the types of leverages.
18.   What are the factors that determines the dividend policy of a company?

19.   Explain the concepts of working capital management.

SECTION C — (2 × 15 = 30 marks)

          Answer any TWO questions
20. Explain in brief the decisions involved in financial management.

21. Rank the following projects on the basis of 

(a)     Accounting rate of return method

(b) Net present value

	Particulars
	Year
	Project A
	Project B
	Project C

	Investment

Annual savings
	0

1

2

3


	30,000

13,800

13,800

13,800
	30,000

36,150

----

----
	30,000

-----

----

46,827


Discount factor for the year 1,2,3 are 0.909,0.826,0.751 respectively.

22. Describe the different types of dividend policy.

23.  A pro forma cost sheet of a company provides the following data:


            Costs (per unit):

 `

Raw materials 


 60


Direct labour


 20


Overheads 


 40






------


Total cost (per unit)
           120


Profit


             30






------



Selling price

150






------

The following additional information available:


Average raw materials in stock 

one month


Average materials in process


half a month


Credit allowed by suppliers 


one month



Credit allowed to debtors 


two month


Time lag in payment of wages 

2 weeks


Time lag for Overhead 


one month


Half of the sales are on cash basis. 


Cash balance is expected to be `2,00,000.

You are required to prepare a statement showing the working capital needed to finance a level of activity of 50,000 units of output.  You may assume that production is carried out on evenly throughout the year and wages and overheads accrue similarly.

____________
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