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B.Com. 6th Semester (Honours) Examination, 2023 (CBCS)

Subject : Fundamentals of Financial Management 2 I 0

Course : CC-X[I(6.1 CH)

(New Syllabus)

Time: 3 Hours Full Marks: 60

The figures in the margin indicate fuII marks.

Candidates are required to give their answers in their own words
as far as practicable.

qfu,t qtvq qF1tsfr "tf{tq ffifF t

4ilqf,w qetnw ful e/vr 6sr frutw w t

1. Answer any ten from the following: 2xl0--20

ftcu-< s retar s4F qcM EE-{ qt€ a

$(*nt does money have time value?

wqf< nq )F-c:l3t {n] qICq?

What is the wealth maximization objective in financial management?

qffs <r<{teFrtlr {q?T{ft+-{c.r{ $6ffi fir
ffi Mention any two sources of short term financing.
'.</ € cr{tR qcF{(qlrffi c{r6slr{t 1F Bsca< Bm+ orst t

16f V,fnat do you mean by cost of debt?
lt'f, ' 

=|t6t !6r{6{:I <r'J-T <dr-N fr cqrql

I f"fVnat is meant by optimal capital structure?
7'\

Tlni TEfi s[bRTt {ECo fi mRll{z

t 
ffi 'm"JTffi il'i* 

indicate?

1p oefrne caPital budgeting.

Tq:rq <rcqFi-eK c(B't qt\e 
I

(h) What is accounting rate of return?

ffi a&qtw{ Er< ftr
(i) What does negative NPV mean?

{oilsrF NPV rcrF ft C<mwr

ZTIA Please Turn Over



(2)

c)

@

,/

(m)

yEtW lv {ofi <I{ slrc ft r<tr+t

W{*uis dividend payout ratio?

sql$t <Sl wlnv fil

2.
5x4=20

qy;wg c - n I I 6. t X N & o y 2 3

What do you mean by zerc working capital?

"5+ Offi {{fi <drN fi mtmltt

Mention two sources of temporary working capital financing'

,qqffr +lffi qn{n-{ qcfqqrcffi EF Sqq Emal sr<T t

What is meant by gross working capital?

c{F p1ffi T{sB <drrc ft mRnat

What is meant by relevance theory of Dividend Policy?

qvtti.t fteT dqR-$sl sq <q-cs fr r<R'ttat

(n) What do you mean by weighted average cost of capital?

Answer any four questions from the following:

ftcu-< rs rcrat >nF Ecaf< Es-< qNe :

ore element ent.

G"mRecqt

(b) How is the accept-reject decision taken in the profitability index method of capital

budgeting?

{qfi {-rqF(-q< 4vqffist w-$ 'k&N fulm erqq-dgl'l3f{ ffi 6{srf q{?

(yl *Effective management of working capital improves overall financial health of the

' business". Discuss.

attrsft Ea<cFT ntrs{ T{El4-{t <Kql-{ ffifts qftr{ ?tqK ffi q-6tr" 
-qIFItFil 

sr<f I

(d) Raj Auto Limited is about to launch their new electric scooters at a selling price of

{ 1,05,000 each. It is estimated that the variable cost of manufacturing a scooter is

< 75,000 and the fixed prbject cost is { 60 crores per year. What will be the degree

of combined leverage if the estimated sales are 1 lakh scooters and the interest expenses

of the project is ( 100 crores?

RGR q'{ utr{l

(e) A company expects a net operating income of { 2 lakh. It has ( 10 lzk}. 6Vo debentures.

The overall capitalisation rate is 107o. Compute the value of the firm and the cost of equity

according to net operating income approach.

what would be the effect on the value of the firm and the cost of equity if debentures

increase by 1.5 times?

Rrc<G q{ uv{tl
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(D Ghosh Industries needs funds for a new project of about < 100 lakh. It has two options,

one is a I5Vo institutional term loan and the other is a I4Vo non-convertible debenture.

The debentures would have to be issued at a discount of 3Vo and would involve an issue

cost of < I lakh. Which would be the better option for the company based on effective

cost of capital assuming a tax rate of 50Vo?

Rs{C ftr EE-$l

Answer any two questions from the following:

ftcu-< s mott ftr erctK Us* qls c

e) 
..Distribnrtion of dividend has no effect on the value of the firm." Discuss the statement

in the context of MM model.

'qsilt.I Rs<"t e|d{ {6ryl b"f< c+tc+ zlst?t 6TFI ql l" MM {MFl3t 4RcqfrF RT{AF

qlFrtFrt sr<f l

O) On the basis of the following information relating to Arjun Ltd, you are required to

p6ilrarc a statement showing the working capital required to finance g0%olevel of activity.

hese,ntly the company is operating at 6OVo level producing 36,000 units per annum.

(i) Cost-price stnrcture Per unit:

Selling price per unit: < 10

Analysis of one ruPee of sales:

Raw Material Cost < 0.zl0

Direct Labour Cost ( 0.20

Variable Overhead Cost < 0.20

Fixed Overhead Cost < 0.10

Profit < 0.10

< 1J0

(ii) Raw materials are expected to remain in store for an average period of 2 months

before being issued for production and materials are in Br,ocess on an average period

of 1 month.

(iii) Finished goods'remain in store approximately for 2 months'

(iv) Credit allowed to debtors is for a period of 2 months'

(v) Credit allowed by creditors is for a period of 3 months.

lOxZ4O3.
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(vi) Lag in payment of wages and overheads is for a period of I month.

It may be noted that production is caried on evenly during the year and wages and
'v;' overheads accrue similarly.

RKe ftr qB-<rl

(c) Calculate the weighted average cost of capital from the following information of a
company:

Sources of funds Amount (T) Before tax cost (Vo)

Equity capital 4,50,000 15

Retained earnings 3,00,000 13

Preference capital 2,25,W0 r6

Debentures 5,25,000 12

Assume tax rate at 3OVo.

Rs<e flr qF{l
(d) Excel Advetising Agency is considering the purchase of a new computer with specialized

software needed for is graphies design. A local vendor has submitted a qu^otation to
the company for ( 45,000 for the computer and { 10,4O0 for the software. The company
could sell the computer for ( 6,000 at the end of three years. The software would have
no salvage value at that time. Management believes that the new compurer system will
improve the operations and benefits worth (4O,00Operyearbefore axis. Thi company
uses a 10 per ce:tt discount rate for this inveshent ad has a marginal income tax rate
of 50 per cent. The computer will be depreciated for tax purposes over three years on
a straight line method. The software can be written off immediately for tax purposes.
Advise whether the company should go for purchase of the new computer. Use NpV
method to evaluated the project.

Given:

Year I
P.V. Factor 0.909

23
0.826 0.751

Rrr{e eH qgql
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B.Com. 6th Semester (Honours) Examination, 2023 (CBCS)

Subject : Fundamentals of Financial Management

Paper : CC-XIfI (6.1 CH)

(Old Syllabus)

Time:3llours Full Marks: 60

The figures in the margin indicate full marks.

Candidates are required to give their answers in their own words
as far as practicable.

qfut nlvq qKwsfr t{v14 ffiio t

4ilNqew qqnw fut s/w 8s" fr"lw <R t

1. Answer any ten questions from the following: 2xI0-2O

fin< rq @ldt mF emn Es-{ n€ :

(a) Define financial management.

qffs {-{qt'FTR qsf q}e 
I

(b) Mention any two major decision areas of financial management.

qftrs r{Et'Ftt;r Rrslnt EF Fratvm Eaq Emt

(c) Mention any two sources of short-term financing.

ffilft qeftqrrK cqrsfcnt EF Eqms Bm+ qcatt

(d) What do you mean by cost of equity?

WF {ffirl-?t <t:t stp ft mrnna

(e) What is business risk?

<tflft+ {ft ftr
(f) What is financial leverage?

qttr$ Grvtrre ftr
(g) Defrne capital budgeting.

{qcF{ <I6qt\..4< qgt ql€ 
|

(h) What do you mean by accounting rate of return?

fuK{|fu dGq.|(n< qK qctp ft mtc<nr
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(D What is meant by NPV of an asset?

csl6{t r"'lcGr NPV <ErF fi r<mrsr

0) What do you mean by negative working capital?

il.tNFF s|trsft {Tsr <Er(g ft c+r<rtz

(k) Mention any two sources used for financing temporary working capital.
q4ft otffi {E{tiK qqfqqtff{ cr{ cstort EF Eqrq-{ g6q q5g 

1

O What is meant by net working capital?

iF ntrsft Ta<;l reTF ft c<Rrrsr

(m) What is meant by external equity?

<tR-$ ffiF Tdce fr Gmm?

(n) What is bonus share?

6<FrFr etfl< ftr
(o) What does dividend payout ratio imFly?

ry1ti"t <.t{ E1o1E ft ffit or<a '='*

2. Answer ory four questions from the following: 5x4-JO
ftcu< a caar ur-vrB eter* Ew n€:
(a) Briefly discuss the core elements of financial mrrrqgerrgrt

wtftrs w<qt4a1-s aa E{tn,nofi q(us'cat qtcrtFrt rrcill

(b) State the limitations of payback period as a method of prropcr evalumio.
efsq {flTr6{d {qG FE< RRmtrt qRettq ila (pay,back period) "l6G-d ftf<qqefr frF
s-c;rl I

(c) Discuss the importance of working capital management.

oltrsfr TE<r <i-{qt$rt=r esv qfcilFrt $c;rt I

(d) R Limited sells a product at a selling price of ( 70 each. The variable cost of it is t 40 per
unit and the fixed cost is < 6,00,000 per year. What will be the degree of cmfu leverage
if the estimated sales are l,(X),(X)0 units atrd the interest expense is t 2,m,(XX)?

R\r<fr €Hful
(e) A company expects a net operating income of < 50,(m. It has t 450,(n0 6% debentures.

The overall capitalisation rate is 107o. Compute the valrc of fte frm and the cost of equity
according to the Net Operating Income (NOD apemach-

What would be the effect on the value of the firm and the cost of equity if debentures increase
to t 3,75,000?

Rrde d{ qB$l
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(f) Kim Industries Ltd. needs funds for a new project of ( 100 lakh. It has two options, one

is l5To institutional term loan and the other is l4Vo non-convertible debenture. The debentures

would have to be issued at a discount of 3Vo and would involve an issue cost of < 1 lakh.

Which would be the better option for the company based on effective cost of capital assuming

a tax rate of 5OVo?

Rrc<R eH EV{t

3. Answer qry two questions from the following:

fto< cq Rldt rF emF Eq< q'Ne ;

(a) Discuss MM model relating to dividend policy.

qsilvt 16 q-{ftu MM TCsaI \5tfclto;{l +.crt I

l0x2=20

(b) You are required to prepare a statement showing the working capital requirement of Deep

India Ltd. for financing 90Vo level of activity from the following information:

(i) Cosrprice structure per unit:

Selling price per unit: < 20

Raw Material Cost < 8

Direct Labour Cost < 4

Variable Overhead Cost < 4

Fixed Overhead Cost < 2

Profit <2

<20
)

I

I fii) Raw materials are expected to remain in store for an average period of 8 weeks before

being issued for production and materials are in process on an average period of

4 weeks.

(iii) Finished goods remain in store approximately for 8 weeks.

(iv) Credit allowed to debtors is for a period of 8 weeks.

(v) Credit allowed by creditors is for a period of 12 weeks.

(vi) Lag in payment of wages and overheads is for a period of 4 weeks.

(vii) Cash in hand and at bank is expected to be { 10,000.
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(viii) Presently the company is operating atffiVo level and it is producing 18,000 units per

(ix) It may be noted that productionis carried on evenly during.the year and wages and
overheads accrue similarly.

Rlt<e d{ EB<II

(c) Calculate the weighted average cost of capital from the following inforrnation of a
company:

Sources of funds Amount (O After tax cost (%)

Equity capital 9,00,000 15

Retained earnings 6,00,0(x) L3

heference share
capital

4,50,000 l6

Debentures 10,50,000 t2 I

Rr<e Er[ uBr]

Burdwan Ltd. is considering two mutually exclusive projects. The initial cash outlays

of both the projects are esfimated at { 10,00,000 each and have a life of 5 years. If the

company's required rate of return is lOVo and pays tax at a s$ch rale, which of the two

projects should be accepted using the pay.back period method? The project wiil be

depreciated on a straight line basis.

The cash flows expected to be generated by the projects are given in the following table;

Year I 2 3 4 5

Project A (Q 4,00,(x)0 4,00,000 4,00,0(x) 4,00,000 4,00,000

Project B @ 6,00,(x)0 3,00,000 2,00,000 5,00,(x)0 5,00,(x)0

(d)

R€-<e a{ EB<rl


