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Section C

Answcr anv I qucstions. Dach carry 14 rnarks.

Maximum Nlarks : 50

. Section A

Answcr an) 6 qrre"t ions. Earlr ccrry 2 marks.

1. What is pernLanerrt workinli capital.

2. What is regular rvorkilrg capital?

3. Lisii thc stcps in capital budgetirLg.

4. . tr\ihal is capitel budgeting?

5. Whai is the dividend r-iel,i rnethod?

6. Slate arlv tlvo ceuscs of undcrcapiializalioD.

7. \\ihet Llo yoLL mean bt cliviclend de.rision?

E. What do vou mean by rveaLlh maximisation?

Section B

A swer any 4 questions. Each carry 6 rnarks.

9. 'fhc currcnt ndrket price of i n eqrlily share of a cornpanf is 90. The last year

divicl,:]ncL pcr sharc is 4 50 In case the dividerLds are expecl{rd Lo Eiro{. al the rate
of 7%, caLculate the cost ol eqrlitt crrpi[a].

10. Discuss ihe ,,erious approaches 1,o celculatc cost of Equih l

11. Exfrhin h(Ir .xLcrnill ftrctols inflLLence capir:al struclure decisiors.

12.. lirpl:Lirr liLe s.o1re ol lLnancial nAntllacmeDt

Li:l Explain i:h.r i)t)jrrti\.cs of lvcalLh rnaxinlisation?

11. Expltrrlt thc i]trj.clivcs ol prollL n1r\imisation J



15.'Explain the meaning,concepts al1d factors a,fecting working capital? '

16. A company is considering an investment in a project that costs 2,00,000 and has
an expected life of 5 years with zero salvage lue; the compaDy uses straightline
depreciation and the tar. rate is 40%; the estimated earDings before depreciation
and tax (EBDT) for the 5 years are 70,000, 80,000, 1,20,000, 90,000 and 60,000
resDectively; using the present value factors ai 10% (0.909, 0.826,0.751, 0.683 and
0.621), calculaie the Net Present Value (NPV) and advise whether the project
should bc aeccpt"d


