B. Com. 6™ Semester (Honours) Examination, 2020 (CBCS)
Subject: Fundamentals of Financial Management
Paper: CC-13 (6.1 CH)

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 six questions from the following: 6x5
AEF (T (T =IG I Ted 7I3:
(a) Write the objective of ‘Financial Management’?

(b) Explain in brief the relevance of the concept of ‘time value of money’ in Financial
Management.
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(c) What do you mean by ‘Cost of Capital’? Why is it important in Financial Management?
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(d) What is ‘Degree of Financial Leverage’?
Distinguish between Financial Leverage and Operating Leverage.
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(e) Hlustrate ‘Payback Period’ as a method of capital budgeting appraisal with the help of an
example.
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(f) Explain the ‘Operating Cycle Concept’ of working capital.
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(9) Distinguish between permanent working capital and temporary working capital.
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(h) What are the basic assumptions of Walter’s Dividend Model?
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2. Answer any three questions from the following: 3x10
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(a) Compare ‘Net Present Value Method’ and ‘Internal Rate of Return Method’ as the tools
of capital budgeting appraisal.
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(b) Explain the factors that determine the working capital needs of a firm.
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(c) Narrate the advantages and disadvantages of equity share capital as a long term source of
capital.
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(d) Critically examine the 'Net Operating Income Approach’ to capital structure decision.
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(e) Expected after tax cash inflows of a proposed investment plan having an after tax cost of
RS. 25,000 are shown in table below. Examine whether the investment should be made
assuming that the discount rate is 12%.
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Year 0 1 2 3 4 5

Cash -25,000 | 6,000 6,000 7,500 8,500 10,000
Flows

(RS.)

Discount | 1.00 0.892 0.797 0.711 0.635 0.567
Factors




