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Req. No. :

SECIION - A

Answer any 4sels 1 markfor (a), 3lor (b)and 5 ror (c).

L a) What do you mean by responsb liy accounting ?

b) What are the dlfferent resporsjbilily cenires ?

c) Expalf lhe diflercnl steps in respofslb ty accounling ?

ll. a) What is composite cosi ol capital ?

b) State the signiiicance oilhe concepl of cost ol capjtal.

c) The shares ol a company are selling al180 pershare andthe companv had

paid dividend oi t I pershare asl year' The investors expect a growlh rale

of 5o; p6 yaa..

a) Calc! ale the equity cosl ol capilal

b) li ihe expected growlh rate is 7% p a calculate the rnarkel price per share

lll. a) whal is clecision tree analysis ?

b) Explain the steps you take lor constructing a decjslon lree.

c) Explain lhe va ous technique used ior incorporating sk laclor in capiial

budgeiing decsion.

lV. a) Whal do you mean by zero Base Budgeting (ZBB) ?

b) What are the processes invoved in ZBB ?

c) Disllnguish between tradiiional budgeting and Zerc Base Budgeling
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V. a) What is explcit cosl ol capital?

b) What are the assumplions otcost oi capital?

c) Explain lhe laclors deiermining cosi ol capital.

Vl a) Del ne capital budqeting.

b) State the 6ignificance ol capitalbudgeling.

c) Discuss the process involved n capila budgel ng (ar9=36)

SECTION ' B

Vll. a) A limited cornpany has lhe lollowing capltal structure :

I
Equi\j share capiial (2,00,000 sharcs) 40,00 000

6% prclerence shares 10,00'000

8% debent!.es 3o,oo,ooo

80,00,000

The markel price oi the company s equ ty share ls {20. lt is expecled lhat

company will pay a cuftenl d v dend ol { Z_ per share whlch willgrow at7%

lorever. Tlre tax late may be p.esrmed ai 50% You are requned locornpute

lhe iollow ng.

a) WACC based on exsting capitaLsiruclure.

b) The new WACC if the company raises an addilional I 20,00 
'000 

debt by

issuinq 10% debentures. This would resLrll in increasing ihe expecied

dividend to l3/- and leave the groMh rate unchanged bul lhe p'ce oi

share wjllfalllo 115 Per share

c) The cosl ol capilal ii in (b) above, groMh lale increases lo 10% 12

OR

b) Whai s management accounling ? Explain the tools of manageme'l

acco-1i-g. 12
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followinq lwo investmenls at lhe
are available in this respect.

Vlll. a)Your company can make either ol the
beqjnning ol 2010. Followinq parilculars

Projecl I Projecill

llle (years)

ncuIled niiially) 20,000

i
28 000

54

nit nilScrap vaLLre at the end

Esiimated nel cash flow (t) :

End o12010

End oi 2011

End ol20l2
End oi 2013

End ot 2014

5,500

7,000

8,500

7,500

5 600

9,000

9,000

9,000

9,000

li is estimated lhal each ol the ahemative proieci wlLl requjre an addilional

wok.o caDilal ol ,2.ooo which w be receiveo odc4'_ 'ullatter IqF exo ry

ol"""r' proL" 
"t" 

r'*r." f g 'aI Las'r rlow deorec dlion has beel provded

under straight line m€thod

cosr ol finance to your company rnay be laken al 10% p a The present

value ot 11 to the received at the end oi each year, al 10% is qjven below i

Year: 1 2 3 4 5

Pv.| 0.91 0.83 0.75 068 0.62

EvaLuale the inveshenl proposed uslrg NPV

OF

b) whal do you understand bY

steps ol a budgetary conlrol
12*1

budqetary conlrol ? Describelhe essenllal

'12
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