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

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

Answer either in English or in Assamese.
1. Choose the right answer : 1x10=10
u% Seqrnl dife Tfenea
(i) Market capitalisation'is a measure of—
TGIT JEL P RIS (AT AR Fe
(a) wealth created by equity
2320 owe 1 AW

(b) share price indicator of the equity
AfSPINCOIN SHATR & T

Contd.



(c) market price indicator of the
securities

efoefios IR 0 PF
{d)' cost of equity as compared to
market price of the equity
« @i T S TR TR
AT :

(ii) Cost of preference share is
wefER T I
' {a) treated for tax
S TGS
(b) not treated for tax
e ARG
(c) only occasionally treated for tax
(d) None of the above
IR OIS TZF

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

SRl TR 2 29 A8 T TO—
(a) NPV > O
() NPV < O
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(c) NPV =0
(d) None of the above
@9 OI8 7T

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

5fore 7% sfTe oria HRed 73 | T IR
TAgA 20,000 T =, (90T BfeTe A
s{f{d =3 - ‘

(@ Rs. 10,000 (30,000 )
(b) Rs. 40,000 (80,000 5)
(c) Rs. 80,000 (0,000 5)
(d) Rs. 20,000 (R0,000 5F)

(v) Profit maximisation ignores
A FAETE SFG L T
(a) wealth
-
(b) time value of money
FZ I D
(c) net value
o5 T
(d) None of the above
@oTd G516 7TH
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(vi) The net working capital is the excess
of current assets over current liabilities.

mmﬁﬁmﬁ’asﬁ@mﬁﬁw@

shrs e wAREA
(a) True &)
(p) False (F=t)

(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 e IR A, % 3 came A,
oy (R @A (22 TS e T
@RIE|

(@) True (3151)
(b) False (=)
(viij) When profitability index exceeds one,
the proposal is rejected.
@fen profitability index @9 @S A

cofent o 4z 3 A |
(@) True &)
(b) False (fr=)
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~ (ix)y When the company pays dividend in

the form of bond, it is called property
dividend.

@A @fenl 31 T wen i, cofeal
©iF Fife e (N0 |

(a) True (3)

(b) False (=)

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

CRATS {7 9l 2P o7 4o 2RIZ S AT
For REEIER TEE T S WEE 5

(F=iz.) = aife I Seire (Ribw) |

(@ True (361

(b) False (fm)
Answer the following questions in about
50 words each : 2x5=10
firzie eapzs Afeor Bt 506! T =9« foess
ol ¢ |
(a) State the objectives of wealth

maximisation.

T SfEeNeeed Sral SrEd 9 |
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(b) State the meaning of EPS.
EPS-T ui¢f Srzmd 34|

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

RISHLRC RE st AR RS
(d) What is stock dividend ?
BT e 52
(e) What is cash mémagement?

Jov e e

3. Answer the following questions within
150-200 words each : fany four) 5x4=20
[tsre emprzs @fthie o1 150-2008! s
fowse il ¢ (Rt sifaby)

(a) Define opportunity cost of capital. How
Is it computed ?
Opportunity cost of capital I ¥z firzy |
T @D o 1 =32

(b) Distinguish between financial leverage
and operating leverage.

_ @meﬁ:ﬁ@mw
|

(c) State the limitations of financial
management.

.'%WWWW|
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(d) Discuss the use of internal rate of
return (IRR). :

W«Twmwwwr

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

%%ﬂ%mwaﬁwﬁ%ww
2T e 9 |

() Examine the Importance of accounts
receivables management,

wm&mﬂﬂﬁmm@w%mwwn

Answer any three of the following questions
in about 600 words each : 10x3=30

ST R o W4T SO 2T 60051
%9 fCoge ey ¢ :

fa} Discuss the Scope and objectives of
: financial management.

ﬁ@gﬁﬁmﬁmﬂﬁmwww

41 |

(b) . Discuss modern methods of capital
budgeting.

wmmmﬁwqﬁawﬁmawm
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(¢ 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
PR TR e | g @ e
I TEG T FETe B B Rewa

ST 77 2

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

6+4=10

FIND AV B Toiew oMo Pl

WWMWWWW
M Sormifier oyt |

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

eI [et9] Pias (g Modigliani @<

MillerawwﬁamWWImw
AZeATS! [se 5|

() ABC Ltd. is considering an investment
pProposal to install g new industrial
mixer at a cost of Rs. 10,00,000. The
faqility has a life €Xpectancy of 5 years
and has no salvage valye.
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The estimated revenue before
depreciation and taxes from the
investment are as follows :

Year | Expected Revenue
(before depreciation and Tax)
(Rs.)

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

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

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

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

(iii) 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 ffitscs 10,00,000 B ACACI 61 g
Tomial e giol FfRae 9ot [ 2%ike
Rt o SR | @2 FRAGR 5 279 9GOl
T AR ‘

9 O SERE SN SIS TR €S
<o 2

b3 e @i

(TP A6 T4 1)
(Rs.)

1 2,00,000
2,20,000
2,50,000

-+ 2,60,000
3,00,000

3 391 27 TR 30 XTIt W T
SRR AR HREAART 7S 927 FE—

(1) meﬁ_\gwwqﬁﬁm
@&'NET;

(ii) 10 oI AT 2® RACArsisR egpe
TSR T Sl 3 -

(L 7 T ]
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(iii) SBIRCH! 2N TT (7 937 ©F 87O
TG SSRCORT |

[10 *ISI 1B 2/T© 5 IR A 1 519 T894
6T FCN 0-909, 0-826, 0-751, 0-683 W
0-621] |
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