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What is payback period method ?

What is cost of capital ?

List out different techniques of capital budgeting.
State two financial objectives.

What are retained earnings ?

Write in detail about investment and financing
decisions.

Explain in detail financial goals.
OR

How to evaluate investments by the use of Accounting
rate of return and profitability Index method ?

Discuss 'Profit Maximisation' and 'Wealth
Maximisation' objectives of the firm.

Explain how will you evaluate project on the basis
of Net present value method.

How to calculate cost of equity share capital and
retained earnings ?

OR
How to calculate cost of debt and preference shares.
Write note on :
(1) Weighted cost of capital
(2) Internal Rate of Return.
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4 A company is considering a project for investment of 12
Rs. 2,50,000. Expected cash flow for the project is as follows.

Year  Cash Flows (Rs.) Discount Factor (12%)

1 70,000 0.893
2 90,000 0.797
3 1,00,000 0.712
4 1,40,000 0.636
5 1,40,000 0.567
6 90,000 0.507
7 50,000 0.452

Evaluate the project by following methods :
(1) Payback Period Method
(2) Profitability Index Method.

OR

4 A company is considering an investment proposal with 12
initial investment of Rs. 56,125. The cash flows are :

Year Cash flows (Rs.) Discount Factor (18%)

1 14,000 0.847
2 16,000 0.718
3 18,000 0.609
4 20,000 0.516
5 25,000 0.437

Evaluate the project by following methods :
(1) Net Present Value Method
(2) Payback Period Method.

5 Write short Notes : (Any Four) 20
(1) Financial Management
(2) Daividend Decisions

(3) Difference between Internal Rate of Return and
Profitability Index

(4) Factors affecting cost of capital
() Merits of Payback Period Method.
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