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(b) A company 1s conmdermg the purchasa of a machme costmg Rs 5 00 000 w:th a llfe of

5 years after Which it can be sold for Rs. 1,00, 000 It will reqmre ‘an 1mt1a1 investment

i ';{;workmg cap;tal Additxona] Workmg capltal of Rs 20,000 will also be

‘ '-:the proﬁta’mhty Gf:':the pro_;ect ﬁsmg NPV tac o The expected profits before deprematlon .
:and tax. are as follows:
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is carried out ages and ove
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You are required to prepare a statement
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The next expccted div;dend on sharcs 1s Rs per share and is expected to grow at the ':.
 rate of 6% The market price per share 15"Rs 30. Prcfercnce stack redeemabie after 10
oyean cnrrently selimg at Rs. 75 p'er? hare
; _sellmg at Rs 80 per debenture Income ;
welghted average cost of capntal usmg markgt

ebentures redeemable after 6 years are

for the company is 40‘V : Computc the
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