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WEST BENGAL STATE UNIVERSITY 

B.Com. Honours Part-III Examination, 2022 

FINANCIAL MANAGEMENT 

PAPER: FMNA-VII 

Time Allotted: 4 Hours Full Marks: 100 

The figures in the margin indicate full marks. pািnক সীমার মধ°s সংখ°ািট পূণ�মান িনেদ�শ কের।  
Candidates should answer in their own words পরীkাথ�ীরা িনেজর ভাষায় যথা সmব শbসীমার মেধ° 
and adhere to the word limit as practicable. উtর কিরেব। 
 

1.  (a) Briefly explain the scope of Financial Management.
আিথর্ক বয্বsাপনার পিরিধ সmেকর্ সংেkেপ আেলাচনা কেরা। 

5+5

(b) Briefly explain the objective of wealth maximization in a financial organization.  
একিট আিথর্ক pিতŸােনর সmেদর সেবর্াcকরেণর লkয্িট সmেকর্ সংেkেপ আেলাচনা কেরা। 

 OR / অথবা 
(a) Mrs. S has deposited `5,00,000 in a bank at 6% rate of interest to be compounded 

semi-annually for 20 years. Find out the amount she will receive after 20 years. 
[Given (1.03)40 = CVIF3,40 = 3.262] 

 Mrs. S, 5,00,000 টাকা 6% সুেদর হাের 20 বছেরর জনয্ একিট বয্ােì রােখন েযখােন 
অধর্-বািষর্ক হাের সুেদর চkবৃিd হয়। 20 বছর পের Mrs. S-এর pাp অেথর্র পিরমাণ িনণর্য় কেরা। 
 [pদt (1.03)40 = CVIF3,40 = 3.262] 

5

(b) Which one will you prefer, `4,000 now, or `5,000 after two years, if discount rate 
is 11%. 

3

(c) What is time value of money? 
অেথর্র সময়গত মূলয্ কােক বেল ? 2

  
2.  (a) What do you mean by Lease Financing? Discuss the advantages and 

disadvantages of Lease Financing. 

ইজারািভিtক অথর্সংsান বলেত িক েবােঝা ? ইজারািভিtক অথর্সংsােনর সুিবধা এবং অসুিবধাgিল 
আেলাচনা কেরা। 

2+8

(b) The shares of Moon Ltd. are selling at `40 per share. The company had paid a 
dividend of  `2.50 per share last year. The estimated growth rate of the company 
is 5% p.a. Compute the cost of equity capital. 

Moon Ltd.-এর pিতিট েশয়ার 40 টাকা িহসােব বাজাের িবkয় হয়। েকাmানীিট গত বছের েশয়ার 
pিত 2.50 টাকা লভয্াংশ pদান কেরিছল। েকাmানীর আনুমািনক বৃিdর হার 5% p.a. সাধারণ 
েশয়ােরর বয্য় িনণর্য় কেরা। 

5

 OR / অথবা 
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(a) “Retained earnings have no cost”. Do you agree? Give arguments in favour of 
your answer. 

‘‘সংরিkত আেয়র েকােনা বয্য় েনই’’। tিম িক একমত ? েতামার উtেরর সপেk যুিk দাও। 

5

(b) The following are the extracts from the financial statements of XYZ Ltd: 

  (` Lakhs) 

Operating profit/EBIT  105 
Less: Interest on Debenture  35 

 EBT 70 
Less: Income tax @ 50%  35 

 EAT/Net Profit  35 

Equity share capital (Share of `10 each)  200 

Reserve and Surplus  100 
15% Non-convertible Debentures  220 

  520 

The market price per Equity share is `12 and per Debenture is `93.75. 

(i)  What is the earning per share (EPS)? 
(ii) What is the cost of capital to the company for the Debentures and the 

Equity? 

10

  
3. The capital structure of Dikpal Ltd is given below: 

 ` (Lakh)
Equity Share Capital (`10 each per share) 10.00
Retained earnings 6.00
10% Performance share capital 4.00
 20.00

The firm has planned to undertake an expansion scheme of `10,00,000 which can 
be financed (i) entirely by issue of equity shares of `10 each ; or (ii) by issue of 
12% debentures of `100 each at per. 
As a result of expansion, sales and operating fixed cost will increase by 60% and 
75% respectively. The other relevant information are given below: 

Sales `50,00,000

Variable Cost 60%

Operating Fixed Cost `5,00,000

Corporate Tax 40%

Calculate leverages and EPS before and after expansion and give your opinion for 
taking appropriate decision with respect to financing. 

15

 OR / অথবা 
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 What do you mean by Capital Structure? Mention the factors that are to be 
considered in determining capital structure. 

মূলধন কাঠােমা বলেত িক েবােঝা ? মূলধন কাঠােমা িঠক করার েkেt pেয়াজনীয় িবষয়gিল েলেখা। 

3+12

  
4. From the following details, determine the working capital requirement. 

িনেmাk তেথয্র িভিtেত চলিত মূলধেনর পিরমাণ িনণর্য় কrন। 
Monthly sales: 16,000 units of `10 each 
Analysis of sales: Materials 40%, Labour 30%, Overheads `8,000 per week. 
Stock includes raw materials for `48,000 and 8,000 units of finished goods. 
Processing period: 2 weeks 
Credit to debtors : 5 weeks 
Credit from creditors: 1 month 
Lag in payment of overhead: 2 weeks 
Production is carried out evenly throughout the year and expenses is accrued 
similarly. 

15

 OR / অথবা 
 A Ltd. Furnishes below its cost and other data: 

 Per Unit (`)
Raw Material  30
Direct Labour 20
Overhead ?
Profit (25% on selling price) ?
Unit selling Price 100

Additional Information: 
Average Raw Materials – 
 In Stock- 1 Month 
 In Process- ½ Month 
Credit allowed by suppliers- 1½ Months 
Credit allowed to customer- 3 Months 
Time lag in payment-    
 Wages- ½ Month 
 Overhead- 1 month. 
Cash balance is assumed to `1,00,000 and 70% sales are credit sales. 
Assuming that production is carried on evenly throughout the year, you are 
required to forecast working capital requirement of A Ltd. to achieve an output 
level of 1,20,000 units p.a. 

15

  

5.  (a) What do you mean by Discounted Cash Flow Approach of evaluating capital 
investment? 
মূলধন িবিনেয়াগ মূলয্ায়েনর েkেt বাĄাkত নগদ pবাহ ধারণা বলেত কী েবােঝা ? 

5

(b) The directors of Alpha Co. Ltd. are contemplating the purchase of a new machine 
to replace a machine which has been in operation in the factory for the last 5 
years. 

10
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Ignoring interest but considering tax at 50% of net earnings, suggest which of the 
two alternatives should be preferred. The following are the details: 

 Old machine New Machine 
Purchase Price `40,000 `60,000 
Estimated life of machine 10 years 10 years 
Machine running hours p.a. 2,000 2,000 
Units per hour 24 36 
Wages per running hour `3 `5.25 
Power per annum `2,000 `4,500 
Consumable stores p.a. `6,000 `7,500 
All other charges p.a. `8,000 `9,000 
Material cost per unit `0.50 `0.50 
Selling price per unit `1.25 `1.25 

You may assume the above information regarding sales and cost of sales will 
hold good throughout the economic life of each of the machines. Depreciation has 
to be charged according to straight line method. 

(c) From the information given below compute the Pay Back Period: 

Initial out lay `80,000
Estimated life 5 years
Profit after tax: ` 
End of year 1 6,000
 2 14,000
 3 4,000
 4 6,000
 5 10,000

Depreciation has been calculated under the straight line method. 

5

 OR / অথবা 
(a) What is Capital Budgeting? Briefly discuss the importance of Capital Budgeting. 

মূলধনী বােজট রচনা বলেত িক েবাঝায় ? মলূধনী বােজট রচনার grt সংেkেপ আেলাচনা কেরা। 
2+6

(b) From the following information compute Discounted Pay Back Period. 
িনেmাk তেথয্র িভিtেত Discounted Pay Back Period  িনণর্য় কেরা। 

Cost of the project `7,50,000
Life of the project 4 years 
Cost of capital 12% 

Estimated Annual Cash Inflows are as follows: 
Year Amount (`)
1 6,00,000 
2 2,00,000 
3 1,00,000 
4 5,00,000 

 

8

(c) Write a short note on ‘Capital Rationing’. 
মূলধন েরশিনং –এর উপর একিট সংিkp টীকা েলেখা। 

4
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6.  Briefly analyse the dividend model developed by Walter. What are the limitations 

of this model? 
Walter pদt লভয্াংশ মেডলিট সংেkেপ িবেűষণ কেরা। এই মেডলিটর সীমাবdতাgিল িক িক ? 

12+3

 OR/অথবা 
(a) From the following information, calculate market price of a share using Gordon’s 

model. 
িনেmাk তেথয্র িভিtেত গডর্ন বয্বহার কের েশয়ােরর বাজার মলূয্ িনণর্য় কেরা। 

Total investment in assets `10,00,000
No. of shares 50,000
Total earnings `2,00,000
Cost of capital 16%
Pay-out ratio 40%

 

5+10

(b) Briefly explain the factors to be considered for determining the dividend policy of 
a company. 
একিট েকাmানীর লভয্াংশ নীিত িনধর্ারেণর েkেt িবেবচয্ িবষয়gিল বয্াখয্া কেরা। 

  
7. Discuss the steps involved in the process of Financial Control. 

আিথর্ক িনয়ntেণর সােথ যুk পদেkপ বা ধাপgিল আেলাচনা কেরা। 
10

 OR / অথবা 
 Briefly explain the role of the following tools in financial control (any two) 
আিথর্ক িনয়ntেণর েkেt িনmিলিখত িবষয়gিলর ɛিমকা সংেkেপ বয্াখয্া কেরা (েয-েকােনা dিট) 
(i)  CVP Analysis (CVP িবেųষণ) 
(ii)  Return on Investment (ROI) (িবিনেয়ােগর উপর pিতদান) 
(iii)  Cash Flow Statement  (নগদ pবাহ িববরণী) 

5+5

  

 N.B. : Students have to complete submission of their Answer Scripts through E-mail / Whatsapp 
to their own respective colleges on the same day / date of examination within 1 hour after 
end of exam. University / College authorities will not be held responsible for wrong 
submission (at in proper address). Students are strongly advised not to submit multiple 
copies of the same answer script.  
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