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BACHELOR OF COMMERCE
(GENERAL) [B.COM.(G)]
Term-End Examination
June, 2026

BCOE-143 : FUNDAMENTALS OF FINANCIAL

MANAGEMENT

Time : 3 Hours Maximum Marks : 100

Note : (i) Attempt any five questions.

(it) All questions carry equal marks.

1. (a) “Wealth maximization is superior than
profit maximization.” Explain. 10

(b) Discuss the different Short-term
Sources of Finance. 10
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What are the various capital budgeting
techniques in selection of project proposal ?
Elaborate. 20
(a) Explain the meaning and importance of
cost of capital ? How to calculate the
combined cost of capital ? 10
(b) Mr. A has invested in 8% Debentures of
Rs. 2,000 which are redeemable after
8 years at premium for I 2,200.
Calculate the value of debenture if the
required rate of return is 15%. 10
ABC Ltd. is considering investing in a
project that costs. ¥ 10,00,000. The
estimated salvage value 1s zero. Tax rate is

40%.
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The company uses straight line depreciation

for tax purposes and proposed project has

cash flows before tax at follows : 20
Year Cash flow before tax (%)
1 2,00,000
9 3,00,000
3 4,50,000
4 4,50,000
5 6,50,000

Determine the following :

(1) Pay Back period

(i1) Average Rate of Return.

(111) NPV at 14% required rate of return.

(iv) Profitability Index (PI).
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5. The following data are available for X Ltd. :

Selling price per unit I 120

Variable cost per unit ¥ 70

Fixed cost T 2,00,000.

(a) What 1s the operating leverage when X

Ltd. produces and sells 6000 units.

(b) What is the percentage change that will

occur in the EBIT of X Ltd. if output

increases by 7%. 20

6. What 1is capital structure ? Discuss the

Modigliani-Miller (MM) approach and

traditional approach of capital structure. 20
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7. Write short notes on the following :  10+10

(a) Approaches of Current Asset Financing

(b) Motives of Holding Cash.

8. (a) What is Credit Policy ? Discuss the

credit policy variables. 10

(b) What 1s Working Capital ? Discuss the

factors affecting working capital. 10

9. Write explanatory notes on any two of the

following : 10+10

(a) EOQ Model

(b) Types of Risk

(¢) Types of Leverage

(d) Types of Dividend
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10. The management of XYZ Ltd. has

called for a statement showing the working

capital requirement to finance a level of

activity of 1,80,000 units of output for the

year. 20

The cost structure is as follows :

Raw Material ¥ 20 per unit

Direct Labor ¥ 5 per unit

Overhead % 15 per unit

Profit % 10 per unit

Selling price ¥ 50 per unit
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Additional Information :

(a) Raw material are held in stock, on an

average for 2 months.

(b) Work in progress (assume 50% completion

stage) will approximate to half month’s

production.

(¢c) Finished goods remain in warehouse on

an average for a month.

(d) Suppliers of materials extent a month’s

credit and debtors are provided two

months’ credit; Cash sales are 25% of

total sales.
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(e) There is a time lag in payment of wages

of a month and half-a-month in case of

overheads.

() Minimum desired cash balance is

Rs. 20,000.

From the above data calculate the

Statement of Working Capital.
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3 4,50,000
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