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CH-VI/CC-X111(6.1)(N&0)/25

B.Com. 6th Semester (Honours) Examination, 2025 (CBCS)

Subject : Commerce
Course : CC-XIII(6.1 CH)
Fundamentals of Financial Management
(New Syllabus)
Time: 3 Hours 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.
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1. Answer any ten questions from the following: 2x10=20
G A I 2ATHR TeT W6 8
(a) What do you mean by ﬁnancial management?
S PR WS F Q2
(b) What is compounding in the context of the time value of money?
AT AT (FFAG 5&Fgra 12
(c) What is cost of retained earnings?
SR 6S Tewa T 2
(d) What do you mean by optimal capital structure?
I e PO RIS I (R 2

(e) What is financial leverage?
aifde forenze 2

(f) What does business risk indicate?

TR I N [ot e

(g) Define capital budgeting.
AL ACHH-AT TS MG |
(h) What is the impact of a higher cost of capital on the project acceptability under the IRR

method?

[RR “IGHRTS 2R ARSI (FGa T [Aecd A Ao
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(1) State two advantages of long term debt as a source of finance.

GPRPIER B AR W@ ez g R Swre

() What does negative working capital indicate?

AN IR [ D o @

(k) Mention two sources for financing temporary working capital.

T PSR AR W 7S BeoR S I

() What is meant by gross working capital?

(I PR FE IS D @R 2

(m) What is hedging approach to financing current assets?

5e1fS Wt S o @R AEf e

(n) Mention any two assumptions of Walter’s dividend model.

ST TN NOER @R 46 S @ A |

(o) What does dividend payout ratio imply?
TGN IT TS DNt e

2.- Answer any four questions from the following: Sx4=20

N2 @I B esw Tad e 3

(a) Discuss the role of finance manager in financial management of a company.

G rifag e FRgemE WY RN SRR Sl |

(b) How does financial leverage magnify the earnings available to equity shareholders?

I freize Mo TFIH cmR-reRTE Seieh 3k wE

(c) Distinguish between Net Income Approaéh and Net Operating Income Approach to
Capital Structure decisions.

T4 O TS Net Income 1% € Net Operating Income *1&foa Wy #iif@ a0 |

(d) Sigma Tech Ltd. is planning to issue 70,000 11% Debentures of T 10 each at a discount

of 5% to finance its new project in Hyderabad. The commission payable to the brokers

and underwriters is ¥40,000. The debentures are redeemable at 5% premium after 4 years.

If the tax rate is assumed to be 25%, calculate the after tax cost of debt.

(Recafe om wgay)
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(€) Zigma Ltd., a consumer electronics firm, aims to launch a new smart gadget targeting

the youth generation. After extensive market shrvey the firm has estimated the price of
the product per unit to be T1,800 and the cost accounting department has correctly
determined variable costs per unit to be 1,300. Based on these figures its break-even

volume is estimated to be 3000 units per month.

As part of the operating risk assessment, senior management has asked you, as the
member of the finance team, to calculate the Degree of Operating Leverage (DOL) at
two potential sales volumes of 2500 units (below break-even) and 3500 units (above

break-even).

BafE 2 @8]

(f) The following figures are collected from the annual report of Migma Ltd.:

Net Profit

12% Preference shares
No. of equity shares
Return on Investment

Cost of capital i.e. (Ke)

X 15 lakh
¥ 50 lakh
3 lakh
20%
16%

Calculate price per share using Gordon’s Model when dividend pay-out are (i) 25% and

(i) 50%
' [Zeafe o =@83]

3. Answer any two questions from the following:
NI R 7o AT TER WS

(a) Explain the determinants of Dividend Policy.
et Sfer dfaeaf gy s

10x2=20

(b) From the following information determine weighted average cost of capital of the company:

12% Debt Capital

11% Preference Capital (X100 each)
Equity Capital (X100 each)

Cost of Equity Capital

Tax Rate

Current Price of Preference Share

[3afS 2 u38]

T 5,50,000

T 2,20,000

T 3,30,000
18%

25%

T 96 per share
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(¢) From the following information you are required to prepare a statement showing the
working capital requirements to finance 80% level of activity:

Cost structure per unit:

Raw Material T 16

Direct Labour 36

Overhead (Variable) T8

Overhead (fixed) 34

T

Selling price per unit T 40
Other particulars:

Level of activity 52,000 units of output p.a. (52 weeks)
Raw materials in stock on an average period of 4 weeks
Processing time on an average period of 2 weeks
Finished goods in store on an average period of 4 weeks
Credit allowed to debtors on an average period of 8 weeks
Credit allowed by creditors on an average period of 4 weeks
Lag in payment of wages on an average period of 1.5 weeks
Lag in payment of overheads on an average period of 2 weeks

It may be noted that production is carried on evenly during the year and wages and
overheads accrue similarly. Cash in hand and at the bank is expected to be 10,000.

[ZRcafer e wBy)

(d) A company needs to purchase a machine for the new plant. Two machines currently
being marketed will do the job satisfactorily. Machine A costs 1 lakh and will require
cash running expenses of 40,000 per year. Machine B costs Z1.5 lakh but running
expenses are only expected to be ¥ 25,000 per year. Both machines have no scrap value
at the end of the 10 years useful life and would be depreciated on a straight line basis.
If the company pays a 25% tax rate and has a 8% after tax required rate of return. which
machine should you recommend for purchase?

Given: Annuity value of 1 @ of 8% cost of capital for 10 years is 6.7101
(et e 78y
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B.Com. 6th Semester (Honours) Examination, 2025 (CBCS)
Subject : Commerce
Course : CC-XIII (6.1 CH)
Fundamentals of Financia] Management

(Old Syllabus)

Time: 3 Hours Full Marks: 60

The figures in the margin indicate Sull marks.

Candidates are required to give their answers in their own words
as far as practicable.
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1. Answer any ten questions from the following: 2x10=20

A I I SRR Teg we ¢

(a) Mention any two major decision areas of financial management.
e IR @R 96 Frarered Sw |
(b) What is time value of money?

AR TN o
(c) What do you mean by cost of equity?
TR R W AT @I 2
(d) What is meant by capital structure?
T IO TS P (R 2
(e) What is operating leverage?
SRR foreize e
(f) What is meant by financial risk?
wfdE JfF Io0e B @RI?
(g) What do you mean by NPV of an asset?
(AT 757 NPV Fece B @I e
(h) What do you mean by accounting rate of return?
@R efenr 2R s I
(i) Mention any two sources of long term finance.

eI WA ORIl 76 e Srerd A

(j) What is negative working capital?

IS IR [oU B2

" . ot ital
(k) Mention two sources of financing for fixed working capita

3 PR R SRR 4o BerT ST I
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() What is meant by gross working capital?
ol Wl e TS F @R e

@) What is current assets?
iy Tifs e

(n) What is meant by stock dividend?
XS TONA FS D @RIW?
(0) What do you mean by retained earnings?

SRITE VAR TS D @R ?

2. Answer any four questions from the following: i<y

(a) Discuss the scope of financial management.
e IR AR SEws 7@ |

(b) Discussthe advantageé and disadvantages of the payback period method of project appraisa|.
& FNER Y (IOl siwhod ARy @ Spyfetale SEnar I

(c) Discuss the importance of working capital management.
IR T YIRS @FQ SSABA! FCA |

(d) X Ltd. issued 12% debenture of T 1,00,000; face value of the debenture is ¥ 100. Compute

cost of debenture if
(i) Issued at par, tax rate 20%
(ii) Issued at 10% premium, tax rate 30%

@& e @837]
(e) The following details are available for a firm:
Sales @ 100 per unit ¥ 2,40,000
Variable Cost 50%
Fixed Cost ¥ 1,00,000
It has borrowed ¥ 1,00,000 @ 10% p.a. and its equity share capital is ¥ 1,00,000 (100 each).
Calculate:
(i) Operating Leverage
(ii) Financial Leverage
(iii) Combined Leverage

(Reeafe ey @8
(f) Calculate the weighted average cost of capital from the following information of Zed Ltd.
Sources of funds Amounts () After tax cost (%)
Equity share capital 12,00,000 14
Retained earnings 6,00,000 12
Preference share capital 8,00,000 15 =
Long term loan 4,00,000 11

(Rerafer e wRay)
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3. Answer any nwo questions from the following:

Sty @I 5 20N TS WS ¢

10x2=20

() Critically examine the MM hypothesis’ of capital structure theories.
eI SO OFE ‘MM S’ TRCETHAITS [ead 33t |

(h) Make a brief comparison of ‘Net Present Value Method’ and ‘Internal Rate of Return
Method' as tools of capital budgeting appraisal.

T ATEHR TR TR o N 6w o @3z “srepeRid ofon 77 “wfon @@l
A el I

(¢) From the following information you are required to prepare a statement showing the
working capital requirements to finance 80% level of activity:

Selling price and cost structure per unit:

Raw Material X8
Direct Labour 33
Overhead (Variable) 34
Overhead (Fixed) 32
Profit 33
Selling Price 20

Other particulars:
Normal level of activity 1,04,000 units of output p.a. (52 weeks)
Raw materials in stock on an average period of 4 weeks
Processing time on an average period of 2 weeks
Finished goods in store on an average period of 4 weeks
Credit allowed to debtors on an average period of 8§ weeks
Credit allowed by creditors on an average period of 4 weeks
Lag in payment of wages on an average period of 1.5 weeks
Lag in payment of overheads on an average period of 2 weeks

It may be noted that production is carried on evenly during the year and wages and overheads
accrue similarly. Cash in hand and at the bank is expected to be ¥5,000.

[Reafe oMt w%47)

(d) Whatis financial management? Explain in details the core elements of financial management.

Wwﬂmmaﬁ?wﬂawww@mﬁﬁmﬁmﬂw«
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