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ENGLISH VERSION

Instructions : (1) As per the instruction no. 1 of page no. 1.

(2) Question no. 1 is compulsory.

(3) Figures to the right indicate full marks of the

question.

1  Answer the following in brief :

ey
)
3)
4)
()

(b)

(b)

(b)

3 (a)
(b)
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State two financial goals of business.

Explain the meaning of Internal Rate of Return.
State two uses of Retained Earnings.

State various techniques of capital budgeting.

State two factors affecting cost of preference share

capital.

Why investment decisions are important for business ?
Explain in detail.

Explain the difference between profit maximisation and

wealth maximisation.
OR
Explain the importance of financial management.

Explain how project is evaluated by net present
value method.

Explain profitability index and accounting rate of

return as methods of project evaluation.

How different types of cost of capital is calculated ?
Explain.

OR
Explain factors affecting dividend decisions.

Explain the importance of capital budgeting.
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4 A company wants to invest Rs. 20,00,000 in a project. 14
Company has to select any one project from project A and
project B. The cost of capital is estimated at 10%. The net
cashflow of the project is as follows :

Year 1 2 3 4 5

Project A 3,00,000 7,50,000 8,00,000 8,00,000 2,50,000
Project B 15,00,000 7,00,000 5,00,000 4,00,000 2,00,000

Calculate NPV for both the projects and select any one
project for investment.

Discount 1 2 3 4 5
Factor 091 083 0.75 068 0.62
OR
4 A company is considering an investment proposal with 14

initial investment of Rs. 25 lakhs. The net cash flow for the
project is as follows :

Year 1 2 3 4 5
Cash Flow 5,00,000 3,00,000 6,00,000 6,00,000 7,00,000
Discount

factor 091 0.83 0.75 0.68 0.62
Calculate :

(1) Payable period
(2) Accounting Rate of return and
(3) Profitability Index.

5  Answer the following : (any three) 18
(1) Advantages of payback period method
(2) Cost of retained earnings
(3) Weighted average cost of capital

(4) Interrelationship between investment, financing and
dividend decisions.

(5) Cost of Debt.
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