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5.  Assuming that the client holds 10000 shares, first, the price of the cum dividend on 4th October 2012 is 260.47. the ex-dividend paid is 5.83.
Ex-dividend price is therefore given by cum dividend less the dividend price
260,43-5.83
= 254.64
Determining the total capital gain, 
The purchase cost= 37.44
The current price of the market as of 4th October 2012 is 254.64
The number of shares = 10000
The total capital gain is therefore given by
(254.64-37.44) 10000
(217.2) 10000
=2172000
The tax on capital gain will be obtained by,
2172000 × 15 %= 325800
The total gain after tax will therefore be 2172000-325800 = 1846200
We then determine the total dividend income;
Number of shares= 10000
The dividend per share= 5.83
Thus, the total income dividend is 5.83 × 10000 = 58300. The tax on dividend income will therefore be 58300 × 15% = 8745.
Thus, the total income after tax is given by 58300-8745= 49555.
Finally, we determine the total income,
Total capital gain= 1846200
Total dividend income = 49555
Therefore, the total income is 1846200+ 49555= 1895755
6.  This implies that my client would be better off under the first program before the taxes and the second program after the taxes.
7. a) share price of C= $27.64
    Outstanding share= $5.11 billion
Cash = $50.11 billion
$52.11 billion/ $5.11 billion
=$10.19
This implies that if the company decides to pay the shareholders, then every shareholder receives $10.19 as cash, and there will be a decline of the share price by a similar amount. The investors will, therefore, have the same amount of money after the dividend.
After the dividend, the share price will be $27.64-$10.19
=$17.45
	Before Dividend
	After dividend

	Total number of shares held by the client= 1 million
Share price= $27.64
 =$27.64 × 1000000
Total assets = $27.64 million
	Total share held= 1 million
Share price= 17.45
Assets in term of stock,
=$17.45×1 million
=17.45 million
Total received cash= 10.19 million
Total assets= 17.45+ 10.19 = 27.64 million.



Since the price share after the dividend is 17.45 dollars
Growth rate= 10%, therefore the share price after five years will be $17.45 × (1.1^5) = $45.26
The share price after ten years will be 17.45 × (1.1^10) = $ 45.26.
b) the Second option of cash disbursement is for sharing repurchase
. Therefore, if the company prefers this choice, the share price remains similar, although the outstanding share number will decline with a similar proportion.
Thus, the share price after the dividend is 17.45 dollars.
Growth rate= 17.45 dollars, therefore the share price after five years will be $27.64 × (1.1^5)= 44.51 dollars.
c) Assume the client chooses the first option. He must pay the tax at a 15% rate on the received dividend. When the client opts for the second option, he must not pay the tax since he did not receive the cash.
	Received Dividend
	

	One million stocks value after received divided
	$17450000

	Add received cash
	 10190000

	Less 15% tax dividend
	1528500

	The total value of the assets
	26111500



This implies that the client must incur a loss because of being disadvantaged by the tax.
8. the rate of the cash flow will be higher under the two initiatives when the rate of return is 10% compared to when the rate of return is 20%, where the cash flow will be less.
