Survey: Use of Capital Budgeting by Romanian Companies.

1. Do you use DCF (Discounted Cash Flow) techniques to evaluate investment opportunities?

a) Yes, as a primary tool  
b) Yes, only as a secondary tool  
c) No  

d)N/A 
2. Do you use the Weighted Average Cost of Capital as your discount rate in your DCF analysis?

a) Yes 
b) Other rate (please specify) 
c) No 
d) N/A  
3. In determining the weights for debt and equity, what weighting factors do you use?

a) target debt/equity ratio 
b) market values of debt and equity 
c) book values of debt and equity 
d) N/A 
4. How do you estimate your before tax cost of debt?

a) Marginal interest rate of debt 
b) Average interest rate of debt 
c) Financial advisor’s estimate
d) N/A 
5. How do you estimate your cost of equity? (If you don not use CAPM, skip to question 10)

a)  CAPM 
b) Cost of debt plus a premium 
c) N/A
6. As usually written, the CAPM version of the cost of equity has three terms: a risk free rate, a volatility or beta factor and a market risk premium. Is this consistent with your company’s approach?

a) Yes 
b) No  

c) N/A 
7. What do you use for the risk free rate?

a) Reference rate of National Bank of Romania 
b) 1 year Treasuries 
c) 10 year Treasuries 
d) Other rate (please specify)
e) N/A 
8. What do you use as your volatility or beta factor?

a) Published source 
b) Financial advisor’s estimate 
c) Self calculated
d) N/A
9. What do you use as your market risk premium?

a) Fixed rate of 4-6% 
b) Fixed rate of 7-9% 
c) Financial advisor’s estimate 
d) Other premium (please specify) 
e) N/A
10. Do you consider that equity shouldn’t have a cost since the company is not financially obliged to any expense?

a) Yes 
b) No 
11. How often do you reestimate your company’s cost of capital?

a) Monthly 
b) Semiannually 
c) Annually
d) With every investment 
e) N/A
12. Do you use the same discount rate (cost of capital) for the entire forecasted period, or adjusted to the forecasted economic conditions, inflation, etc?

a) The same 
b) Adjusted 
c) N/A 
13. When forecasting the projected Cash Flows do you take into consideration:

a) Only incremental Cash Flows( those that come up as a result of implementing the project) 
b) Interest expense for the money borrowed to implement the project 
c) N/A 
14. In approving/declining different investment opportunities on what do you support your decision?

a) NPV 
b) IRR or MIRR 
c) Payback period 
d) Other (please specify) 
15. How long have you been with the company? What is your job title?
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