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QUESTION 1
TIMED ACCURACY TEST

The timed accuracy test is to be typed in double line or 1¥z line spacing, on one side of
the paper only. Use margins of 10°. A minimum of 35 w.p.m. is expected and the limits
are indicated by (...).

TIME: 10 MINUTES [60]
The capital budget of an enterprise is a future plan in
which the requirenents for investnent funds appear, as
well as the manner in which these requirenents is to be
financed. The capital budget therefore focuses on both
the i nvestnent and financing decision. While this paper
deals with only the fornmer aspect, the interdependence of
these two decisions shoul d not be forgotten. Since the
financi ng decision influences the cost of capital of an
enterprise and the latter fornms the criterion for the
eval uation of investnent projects, it is clear that the
two decisions are to a large extent interwoven. An
optimal capital budget as well as an optimal investment
policy are therefore necessary for an enterprise to

achieve its stated objective.

The i nvestnment budget of an enterprise specifically
focuses on the planned capital investnents for the com ng
financi al year and contains details in this regard. It is
therefore fitting that the details concerning the
i nvest ment amounts, the |ifespan of assets, estinmated
residual values at the end of their lifespan, the
divisions in which the investnents will take place and the
pl anned conpl eti on date recei ve the necessary attention
when the investnent budget is drawn up. Wil e investnent
proposals may originate within or outside the enterprise,
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continuous; investment manpgement plapys gn essentigl role.
The implementatiion of investment prpposals may fujthernore
%Egoy a lower priority or| even be rejected as a result lof
capitfal rationing. | E
®.. o | @ |
Effre isite for preparing a j%&;tal bUd%gf flor t%e shart
and long term is thal top| manageme shopld have an
ggvestment{policy folr the| enterpri The 1nvest1 ,
ment {..... '....; .............. s ¢ e 135 w;m)
policdy is a préplanned code ofl behaviour] which serves is a
%E}de to glive %op mapnagement directiion in making d%glsmons
concerning; the lenterprise’s capitalj requirement aud 1tq
applic tio} on%assets, théBEhief criterion being i f
profitability :....4... TFETEY - TR EEC i40 wpm)
expectations ; ‘
' z ! E ;
Based on tLis éescription, it {is fgcused on th 1qvestment
1 ;
&e)cision, '&otéher w%ds, onlye demand, side of @e
capitia]l budget, and more ppartiicular dj0151ons as é
whichégsse S téssenterprlég r%qulr;§§ how man%bof themé t
which sta : 'g45 wpm)
and for hoWw long. It is jalso necegsary fdrmulate aé
li%y wit reéard tio wheé a %géPOSed 1 st%ent S uld be
1nclu:ded 1 thegjé')api,tal l:udgej. Tk‘% r ultsi@in the in-
vestment an and priogramme being florerunners to the
égéi%al b G%et; ..;....i.........;....(50 wpm)
| i |
The fnvest ent%plan is t%e forerunner to e-invqu?%ni
programme. It;c nsists ?f a umbercgf plans;gblch hav? as
%jba31c point ?f dep%éfuﬁé th. sh?rtu an%Dlong ter al?s
%£>the en rpr%se tPlan@lng ﬁmplles an 1nvest1gatlon %nto
and njotivation - is I R Ry (N i . (55 wpm)
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