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MCQ 16  
X Ltd. manufactures electronic motors fitted in desert coolers. It has an

annual turnover of 30 crore and cash expenses to generate this much of sale

is Rs 25 crore. Suppose applicable tax rate is 30% and depreciation is Rs 1.50

crore p.a. Calculate CFAT

A) 3.50 Cr

B) 5.00 Cr

C) 3.95 Cr

D) None of The Above



MCQ 17
XYZ Ltd is Analyzing A Project Requiring an initial cash Outlay of 2,05,000 and is Expected to

generate Cash Flows as Follows -

Calculate Payback Period

A) 3 years

B) 4 Years

C) 3.25 Years

D) None of The Above



MCQ 18  
A company proposes to install machine involving a capital cost of ₹ 3,60,000. The life of

the machine is 5 years and its salvage value at the end of the life is nil. The machine will

produce the net operating income after depreciation of ₹ 68,000 per annum. The

company's tax rate is 40%. Find Annual CFAT

A) 37400

B) 112800

C) 109400

D) 102400



MCQ 19  
Cost of Project = 2000000

NPV = 515488

Cost of Capital = 12%

Life of Project = 3 years , Find Equivalent Annualized NPV

A) 214608

B) 157902

C) 167747

D) 211500



MCQ 20  
Cost of Project = 2000000

Annual CFAT = 600000

Tax Rate = 30%

Cost of Capital (Pre Tax) = 20%

Life of Project = 8 years , Compute NPV

A) 302296

B) 420425

C) 614850

D) 783400



MCQ 21  
Following data has been available for a capital project:

Annual cash inflows 1,00,000

Useful life 5 years

Salvage value 0

Internal rate of return 15%

Profitability index 1.064

Compute NPV

A) 19443

B) 20802

C) 25270

D) 21453



MCQ 22  
Apex hospital is considering to purchase a machine for medical protectional radiography which is

priced at ₹ 2,00,000. The projected life of the machine is 8 years and has an expected salvage

value of ₹ 18,000 at the end of 8th year. The annual operating cost of the machine is ₹ 22,500. It

is expected to generate revenues of ₹ 1,20,000 per year for eight years. Presently, the hospital is

outsourcing the radiography work to its neighbor Test Center and is earning commission income of

36,000 per annum, net of taxes. The cabin Where Such machinery Needs to be installed was

Rented to Dr. Shah for his OPD at a Rent of 18000 Per Annum (Before taxes). The Cabin Now

Needs to be Vacated by Dr. Shah For installation of Machine. Find CFAT (Tax Rate – 50%)

A) 24125

B) 15125

C) 39075

D) 57075



MCQ 23  

Which Combination Shall Give highest NPV considering Spending Limit of 1 lakh

A) Only D

B) C & E

C) C & F

D) Only C



MCQ 24  

Compute Total NPV if Projects are Divisible considering Spending Limit of 110000

A) 51000

B) 47500

C) 50000

D) None of The Above



MCQ 25  
A company proposes to install machine involving a capital cost of ₹ 3,60,000. The life of

the machine is 5 years and its salvage value at the end of the life is nil. The machine will

produce the net operating income after depreciation of ₹ 68,000 per annum. The

company's tax rate is 45%. Find IRR

PVAF AT 15% For 5 Years = 3.35

PVAF AT 16% For 5 Years = 3.27

A) 15%

B) 16%

C) 15.24%

D) 15.74%



MCQ 26

Bhaskar Ltd. estimated that a proposed project's 8-year net cash benefit will be ₹ 4,000 per year

for years 1 to 8, with an additional terminal benefit of ₹ 8,000 at the end of the eighth year.

Assuming that these cash inflows satisfy exactly the required rate of return of 8 percent, the

project's initial cash outflow is closest to which of the following four possible answers?

a) ₹ 27,308

b) ₹ 25,149

c) ₹ 14,851

d) ₹ 40,000



MCQ 27
To estimate an unknown number that lies between two known numbers is knows as -

a) Capital rationing

b) Capital budgeting

c) Interpolation

d) Amortization



MCQ 28
If you are considering two projects namely, Project X & Project Y; NPV of X is higher than Y but IRR

of Y is greater than X then you will select -

a) Project Y

b) Project X

c) Some other project

d) None of the above



MCQ 29
Profitability Index of 0.92 for a project means that

a) The project's costs (cash outlay) are (is) less than the present value of the project's

benefits.

b) The project's NPV is greater than zero.

c) The project's NPV is greater than 1.

d) The project returns 92 cents in present value for each rupee invested.



MCQ 30
The decision to accept or reject a capital budgeting project depends on -

a) An analysis of the cash flows generated by the project

b) Cost of capital that is invested in business/project.

c) Both (A) and (B)

d) Neither (A) nor (B)



ANSWER KEY

SR.NO ANSWER SR.NO ANSWER

1 D 16 C

2 A 17 C

3 A 18 B

4 B 19 A

5 C 20 D

6 A 21 D

7 A 22 B

8 B 23 B

9 A 24 A

10 B 25 D

11 C 26 A

12 D 27 C

13 A 28 B

14 A 29 D

15 C 30 C
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