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Answer in brief. (Any FIVE). [10]
What is flotation cost?

How to calculate cost of Equity?

Write formula of calculating cost of retained earnings.

Write a meaning of Investment Decision.

What is time value of money?

Write any two investment evaluation criteria.

Write full forms of: PI and WACC.

What is capital budgeting? Write various methods of Capital Budgeting. [15]
Explain any one method with its Advantages and Limitations.

OR
What is Investment Decision? Compare NPV with IRR. [10]
Case study. [05]

GSM Ltd. is expected to declare a dividend of Rs. 20 per share and the growth
rate in dividends is expected to grow @ 15% p.a. The price of one share is
currently at Rs. 150 in the market.

Additionally, GSM Ltd company issued 50,000, 10% preference share of
Rs. 20 each, floatation cost is Rs. 4 per share issued at par (face value).
Question:

(1) What is the cost of equity capital to the company?

(2) What is the cost of preference share capital to the company?
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