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COMMERCE
(Honours Core)
Paper : COM-HC-5026
( Fundamentals of Financial Management)
Full Marks : 70 'v
Time : Three hours

The figures in the margin indicate
Jull marks for the questions.

Answer either in English or in Assamese.

1. Choose the right answer : 1%x10=10
W ©eIC! AR Sfered
(i) Market capitalisation is a measure of—
TG AP RS @I AR w2
(a) wealth created by equity
2gfoc age i T~ |
(b) share price indicator of the equity
SO SIHioaq T G55
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(c) market price indicator of the
securities

efopfos T@N T BT

(d) cost of equity as compared to
market price of the equity

ES el i B s ocio) CRes s e
T

(ii) Cost of preference share is
SellfRRple oI
(a) treated for tax
G BN
(b) not treated for tax
NIECEEIRCS
(c) only bécasionally treated for tax
(d) None of the above
@5<T IS w2

(iii) Internal rate of return is the discount
rate of which—

SefEs I YAIFN 29 275 A6 YT IS —
(a) NPV > O
(b) NPV < O
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(c) NPV =0
(d) None of the above
87T bl8 T2

(iv) Current assets are twice the current
liabilities. If working capital is
Rs. 20,000, current assets would be

blete A€ bt (reIT R e 21 | I FEFS
T 20,000 Gl B, (O0F bleto Fifes
A 29

(@ Rs. 10,000 (30,000 5
(b) Rs. 40,000 (80,000 T)
(c) Rs. 80,000 (v0,000 )
(d) Rs. 20,000 (0,000 5J})

(v) Profit maximisation ignores
NS TR $FG AT T

(@) wealth
Rakcaldd
(b) time value of money
WIS AT 36T
(c) net value
Sk
(d) None of the above
L SRt CRoey|
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(vi) The net working capital is the excess
of current assets over current liabilities.

o TR T T SRS (R esae
viere Tfer SR |

(@ True (31

- (b) False (F®)
(vii) In respect of raising finance from new
issue market, companies are prohibited
from issuing shares at a discount

except in the case of issue of sweat
equity shares.

o S (51 A, CF6 2320 (R AR,
IR |

(@) True (o)
(b) False (F=)

(viti) When profitability index exceeds one,
the proposal is rejected.

- @fodl profitability index 49 QO o
cofon e ad 9 =T |

(a) True (o)
(b) False (F=)
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(ix) When the company pays dividend in
the form of bond, it is called property
dividend.

W@mmmw—mwﬂ—m cofomt
OiF FIe TRl @I |

(a) True (35)
(b) False (fm)

(x) The profitability index or benefit cost
ratio is the relation between the present
value of future net cash flow and the
initial cash outlay.

SRRCS /1< F1901 27 517 o1 R < 2AITH
5 [EGIER T2 26 S e A5
(P=iz.) < =i 7 SEee (Rbwe) |

(@) True (351)

(b) False ()

. Answer the following questions in about
- 50 words each : : 2x5=10

 [ewre gepzs Aot Ted 506! H *w foose
forl ¢
(a)- State the objectives of wealth
maximisation.

ool SO So B 4
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(b) State the meaning of EPS.
EPS-J 9i¢f Sz 41 |

(c) State the meaning of Internal Rate of
Return.

Seesl SRE 259 9L 52
(d) What is stock dividend ?
35 eTopiee 52

(e) What is cash management ?

ol ARpIE e

3. Answer the following questions within
150-200 words each : (any four) 5x4=20

[MeRie emprhRy efet Ues 150-2006! =<
foee il ¢ (Reizn o151

(a) Define opportunity cost of capital. How
is it computed ?
Opportunity cost of capital I e8! i |
TE (FECE AR 9 =2

(b) Distinguish between financial leverage
and operating leverage.

e FreiEs o SeiiEn: Freimes Aok
GEIN :

(c) State the limitations of financial
management.

G ARG ANRTorTE S 4 |
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(d) Discuss the use of internal rate of
return (IRR).

Sl SRS 2 IR ST 54 |

(e) State the circumstances which
warrants issue of bonus shares.

= o faEfoe @R S {ie s <
=¥ G 41|

(/) Examine the importance of accounts
receivables management. '

2=y 2piel AIRoeHI W% =i 9 |

4. Answer any three of the following questions
- in about 600 words each : 10=38=80

o9 Riepiea fofa6) 2% rorE @i 6006] ST
*7g fooge ol ¢

(a) Discuss the scope and objectives of
financial management.

e “AfpliemI A= S SoiiEiE SiicEin
41 |

(b) Discuss modern methods of capital
budgeting.

EHE ACSTCR YA ARSI ST
S -
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(c) Define working capital. What
considerations are taken into account
in estimating the amount of working
capital requirements in a newly started
company ? 2+8=10
TG AR Gl T2 | T @A oS
JIIF e el SEice [ B R
BISECIRINERE:

(d) Elaborate the determinants of capital
structure of a corporate entity and the
benefits of a balanced capital structure.

6+4=10

IS AT BN e SR e
R 2ei2. o)l oiF SRAENRe 6
siiofia ToRslfRrel fort |

(e) Elaborate Modigliani and Miller
: hypothesis of dividend decisions.
Examine its validity.

Teyicdl [e9ed PTaies (F@® Modigliani i<
Miller 3 4I5S {=CT NCETD 591 | 3 A%
srzecisTel Resmet 541 |

(/) ABC Ltd. is considering an investment
proposal to install a new industrial
mixer at a cost of Rs. 10,00,000. The
facility has a life expectancy of 5 years
‘and has no salvage value.
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The -estimated revenue Dbefore
depreciation and taxes from the
investment are as follows :

Year Ekpected Revenue
(before depreciation and Tax)
(Rs.)

1 2,00,000
2 2,20,000
3 2,50,000
4 2,60,000
5 3,00,000

If tax rate is 30% p.a. and the company
uses ‘straight line method for
depreciation—

() determine the cash flows after
taxes but before depreciation ;

(i) calculate the . Net Present Value
(NPV) of the investment at 10%
discount rate ; -

(i) comment whether to proposal
should be accepted or not.

[The present value of Re. 1 at 10%
discount rate (PVIF) for 5 years are
respectively 0-909, 0-826, 0-751, 0-683
and 0-621] 4+5+1=10
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ABC FfTCE 10,00,000 5 [ 96! T
Tl fd Bisi SR @6 [ awre
Rl 3R Szl @2 ARAGR 5 59 961
AV G R IR, WW@WW@W—

T L
T YN TR W9 A SRPRR wee
LRI ERE '
B TR 9
(TFFY T F TAl©)
(Rs.)

1 2,00,000

2 2,20,000

3 2,50,000

4 2,60,000

5 3,00,000
T 399 29 T2 30 * O W AT

SRERS @ FRAERE AFfe IR FE—

(i) SN SR 8 99 e Jaiw eqig
@1%*!\'3211‘;

(i) 10 oK AT F<© RFE1IER 2P
IO &7 oAl F

4 (Sem-5/CBCS) COM HC2 (FoFM)/G 10



(i) ABIRICO! ﬁi‘TZ?IT"TITN (7 I3 OF Qo9
S SO |

[10 o1 2131 2960 5 T I 1 5 T
60 T 0-909, 0:826, 0-751, 0-683 i
0:621]
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