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) Answers to MCQs are to be marked on the OMR answer sheet as gtven on the cover |

page of the descrtpttve answer book of Sectton-A only. Answer to MCQs, if wrttten

inside the descrtptzve answer book shall not be evaluated.

| |® Please write and darken correct MCQ booklet number in the OMR answer sheet. The

' ‘correct MCQ booklet number must also be written in the attendanee regtster
‘SECT‘I‘ON ~A
Case Scenarm-l k -
: XYZ Ltd. is engaged in manufacturlng of an electromc component to be used by
industries producing electromc gadgets for domestlc use. The company isa leveraged
company, currently paymg annual mterest of ? 33 lakhs on 1ts 11% debt The
company is ﬁnanc1ally prudent It has a balance of ? 50 lakhs as retamed earnings.

The company malntalns Long-term Debt to Equlty ratio of 2 1 The face value per

share of the company is ? 10

Due to operatmg ina competltlve market the marketmg manager of the company has |
submltted a report exhrbltmg s1gn1ﬁcant potentlal for sales growth The product1on
’manager has endorsed the 1dea and has suggested adoptlng latest technology at the
workplace In case. the company 1mp1ements new technology, the productlon
| efﬁclency w111 increase which will bring down the overall cost of productlon To
- procure and 1nstall thlS new technology, the company requires an addltlonal fund of
z3 crores. ThlS addltlonal fund w111 be arranged in such a manner that it will not -
1mpact the present Long-term Debt to Equ1ty rat1o. The add1t1ona1 debt will carry

interest rate of 12% p.a.
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As a result of 1mp1ement1ng the new technology, it is ant1c1pated that ROI will

mcrease by 3% from present ROI of 15%. Applicable tax rate is 30%.

Based on the facts mentioned above pertaining to XYZ Ltd., you are required to -,

answer the following questions 1to 5 : | |
1.  What is the equity share cap1ta1 outstandlng before the add1t10nal fund is

1ntroduced 20
| (A) % 1.00 crores
(B) ¥ 1.50 crores
(©) %0.50 crores
(D)‘ % 2.00 crores

2. What is the total capitetl employed before and after additional ﬁnancing ?
(A) ¥ 4.00 crores and z 7.00 crores ; .
“ (B) % 5.00 crores and T 8.00 cro‘res‘
| (C) % 4.50 crores and  7.50 crores |
- (D) T5.50 crores"anct Z 8.50 crores

3. Compute the EPS after add1t10na1 ﬁnancmg What w111 be the percentage
increase in EPS of the company, after 1ntroducmg the add1t10na1 fund?

‘(A) 1273 13 04%

B) z 2.18,535.65%
(€) T2.73,11.54%
(D) 2 2.18, 26.28% |

T | MPR(H)
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‘What will be;ythe expected MPS after the change in funds, if :compan‘y expects a

P/E ratio of 207

(A) 243.68

(B) T 54.60
© 27000

. (D) T47.60

What“ will be the pé?’sf-ta* Weigﬁtﬁd favre’;ragé cost of debt‘ after"additi‘Onal ,
ﬁhancing? - . -
@ 770%
® 8.05%
© 900%

(D) 798%

'A company has credlt sales of ? 20 00 000 w1th an average collectlon penod of

‘35 days It wants to hberahze 1ts exlstmg credlt terms whrch are expected to
, mcrease sales to0 ? 25 00 000 However, average collectlon perlod is expected to
declme to 10 days Proﬁt Volume ratlo 1s 20% and opportunlty cost (post-tax) is

| 6%. Tax rate is 40% Assume 360 days ina year .
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- What 1s the 1ncremental 1nvestment in debtors and its 1mpact on post-tax

proﬁtablhty ?
| Ine‘re‘m’entalm . ‘Impactojn L
investment m debtors - ‘POS‘tTkt;a:X‘ |
- profitabilty
A) | . 7(1,25,000) ~z"7;5;(‘)o- ;
® T 7600
'(C) e e
®  tdwey . e

- FG Ltd is appra1s1ng a one-year mvestment plan, whlch requires an 1n1t1al

outlay of z1 00 OOO At the end of term, it w1ll be matured at ? 1 25 ,000. The

plan has a beta of 1. 3 rlsk free rate of return 10% and market rate of return 18%

Calculate the requlred rate of return and demde whether the plan is worthwhlle
. (A) 25%, The plan is not worthwhlle

- (B) 20 4%, The plan 1s not worthwhlle

i(C) ‘20.4%, The ‘plan‘ 1s “worthwhlle. o

(D) 25%, The plan is worthwhile.

. MPR@)
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8.  Details of a project are given below :

| mnitial outlay 2800 lakhs

NPV at 16% discount rate ~f'50.71 lakhs

NPV at 20% discountrate | ¥ (26.84) lakhs

What will be Ihtérnal rate 6f,returh (IRR) of th¢ projéct 2If éost‘of cabitai 1s E
‘1‘8.’50%, ’sho’uldﬁ the‘proje’ct be accepted ? . | 1
(A) 16.00%, Yes | |

(B) 18.62%, Yes

(C) 18.00%, Yes’

(D) 18.62%, No

o an . MPR®H)
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. PART-1 |
| (MCQ Portion)

'SECTION-B
Case Scenario-II : ’ .
Alex Motor Cor‘npany was born out of crisis ina small garage on‘the edge of a dusty
town. In the ear1y 90s when the fuel pr1ces soared and 1mported veh1cles ﬂooded the ,
market many automobile companies were forced to shut down the1r operat1ons Many
employees lost their jobs. |
Ajay Sharnm‘,a production engineer‘at a failing automobile plant along with ten of
v,h1s colleagues rented an abandoned garage and a portion of unused equlpment from a
shutdown factory and decided to start operatrons The1r main aim was to transform
Indlan auto_~ g1ndustry¢ by prov;ldlng comprehensive, affordable and fuel-efﬁclent
vehicles. Instead "of chasing | Volumes, ‘the company focused on customization —
adjuStable cargo layouts, fuel efﬁcient_ engines and easy :maifntenance to cater de’rnand
of narrow market. - | |
Alex Motor Company developed its ﬁrst commermal model Alex One wh1ch was
simple but could survrve ﬂoods, heat waves, bumpy roads and most 1mportantly was

 fuel efﬁc1ent The customers loved it and hence sales grew steadlly

Ajay made a s1mp1e promlse that every dec1S1on would begin on the factory ﬂoor and
not in the board—room Mechan1cs were encouraged to suggest 1mprovement in des1gn

and were rewarded for the best innovations, but success brought a new challenge

¥
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The younger generatlon demanded technology w1th hlgher connectlvrty, better safety

systems and cleaner energy Due to these matters Alex Motor Company lagged

"behmd from the ﬂashy forelgn brands that entered the Indlan market

As a result sales dechned and cr1t1cs called the company outdated AJay, now the

CEO of the company, faced deﬁnrng chorce elther to sell the company ot remvent 1t

| Ajay s team of englneers, through partlclpatlon shared their next plan of actron to the
;employees for the further technology upgradatron, in order to galn growth and
| success of busmess The team took the 1n1t1at1ve to develop the good workmg culture
and code of ethlcs They focused on tralnlng and varlous motlvatlonal plans for
employees so they can be tuned up wrth new workmg system In thrs way the

r company made 1ts breakthrough wrth the launch of Alex Electra, a hybrrd vehrclef

des1gned spemﬁcally for congested urban envnonment It was not Just the technology .

. that made Electra dlfferent but the mlndset Englneers, desrgners and data-analysts“\
‘ worked 51de by srde decrslon makmg became faster and mlstakes were treated as -

;learnrng cost and not fallures
Alex Motor Company also estabhshed company~owned showrooms and servrce |
~ centers to 1ncrease thelr sales and provrde free after—sale servrces whlch led to -
:1mproved customer serv1ces and brand 1mage . |
Today Alex Motor Cornpany ’s success is studled 1n busmess schools as 1t proved that

‘companles that 11sten learn and adapt can outlast any crisis. | “ o

o | . Mm@
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- Based on the above case scenario, choose ~~the_co‘rrect:answer‘to fquestio;ls no. 9 to

10,

Identify the initial strategy to gain competitive ‘advantage addpted by Alex

- Motor Company.

(A) Growth strategy emphasizing strongand{ fuel-efficient vehicles.

 (B) Focused cost leadership strategy emphasizing fuel efﬁciency'and easy

‘ maintenahce.
(C) Focused differentiatio‘n‘ strategy *emphas*izmg -‘cﬁs‘t‘omiZed cOmmercial
| ﬁvehlcles, easy mamtenance and fuel efﬁc1ency rather than mass productlon

(D) : Expanswn strategy emphas1z1ng customlzed VehICICS and mass productlon

‘Use McKmsey s 7S Model to 1dent1fy the soft elements that change durlng

remventlon

@ fShared value :

(11) Style

(1) Strategy
) Staff
(4) iny (i) and (i) are correct.

- (B) ' Only(l), (iii) a‘nd“(iv) are correct. |

(© (@), G, (iid) and (iv) are correct.

(D) Only (i), (ii) and (iv) are‘cotrect.

MPR(H)
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Strategic Management allowed Alex Motor Company to be

~ (A) More directive towards the cross-functional team to reduce communication

~ barrier.

*(B) Partly proactive as the company anticipated 'future' urban mobility needs

and partly reactive as the company responded to the dec11n1ng sales

(C) More proact1ve as it read1ly launched Alex Electra w1th updated .

technology to stay compet1t1ve

(D) More authontatlve in tak1ng faster dec1s1ons

Ajay Sharma undertook a retrenchment strategy to save his company when the :

- sales of his companydeclined, andhis company was called outdated. The action
 plan undertaken to implement it was

(@) :Asse'ssiné the current prohlem

b (ii) : P’rov’iding innovatiyeﬁanspottservice o

| (ii1) Developing an action plan w1th specific goals

(iv) Restructuring organizational hierarchy

~Which of the above actions does not pertain to the strategy undertaken by Ajay

Sharma? =

" (A) | (ii) and (i&)

®) (i)and(v)
(©) (), (iii) and (iv)
(D) Only (iii)

MPR(H)
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13. The m1ss1on of Alex Motor Company was :

- (A) To adopt: new technology such as connect1v1ty, advanced safety features

and cleaner energy solut1ons s

(B)

(C)

Introducmg cross functlonal teams 80 that dec1s1on makmg process
‘becomes faster _ '
To estabhsh company owned showrooms and service centers to increase

the1r sales and prov1de after sale serv1ces

(D) To transform Ind1an auto 1ndustry by prov1d1ng comprehens1ve affordable !

and fuel-efﬁclent veh1c1es through present capability and act1v1t1es

14 Altex Ltd is a company that produces and se11s home apphances However at o

present the company is fac1ng stiff competltlon from the new entrants who are

offer1ng s1m11ar products at a lower price. To stay compet1t1ve the top

| management of the company decided to adopt the best cost prov1der strategy

Whlch of the following actlons should the company take to a11gn w1th their best

cost prov1der strategy ?

(A)

®)

Reducmg the pr1ce of the1r products w1thout maklng changes in

,manufactunng process and product features. -

Streamllnlng manufacturlng processes to reduce cost sourcrng materrals ‘

" from cost-effectlve supphers and addlng 1nnovat1ve features to their

(D)

Streamhnmg manufacturlng processes to reduce cost with no 1nnovatlon in

‘ product feature

Focus1ng solely on prem1um features thereby 1ncreas1ng the cost of the

‘ products to reﬂect the added value

MPR(I-I)_ |
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(Candldates are requlred to glve descrlptlve answers for thns part 1ns1de |

Sectzon A Comprtses questtons 1-4 In Seetzon A answer questton No. 1
htch is eompulsory and any 2 questtons from Questlon Nos. 2-4

‘ Worktng notes should form part of the answer. L .

Answers t0 the questtons are to be gtven only m Englzsh except in the case of

‘ candtdates who have opted for I:Imdt Medmm. If a candidate has not optedi B

for Hmdt Medmm, hzs/her answers m Hmdz will not be evaluated

| Answers to Questlons of Part I (z.e. MCQ) are to be marked on;the OMR &
e answer sheet gtven on the eover page of descrtpttve ans

A only. Answers to questtons m Part II are to be writte

descrtptzve answer book. Answer to MCQs, 1f wrttten mszde the descrtpttve |
answer book wzll not be evaluated. ' -

‘5‘8 In{S tion — - B nswer questton No 5 '

~ SECTION-A

. (a) Finance manager 0 td. noticed t at as3% mcrease in sa es ea s to
() F f A Ltd, d h S‘V 1 1 d

o f1ncrease of T 9 OOO in operatmg proﬁt The company operates w1th a
o 'contrlbutlon margm of 40%, ﬁxed annual operatzmg cost of 21,35, 000 :
~and 1nterest obllgatlon of? 30, 000 j o ‘_ L |
You are requlred to calculate e

. (i) Current level of sales of the company

"‘(n) Operating, ﬁnanc1al and combmed leverage

- MPRH)
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(b) Z Ltd has issued 8% convertlble debentures of ¥ 100 each witha =~ 5§
' remaining maturlty perlod of five years. The current market price per o
debenture i is Z 85. At the time of maturity, debenture holders have an
_option to e1ther redeem it at a ‘premium of 5% or to convert each
debenture into 5 equity shares. Current market price per equlty share is
¥ 16. The company has just paid dividend of T 8.03 per equity share.
' "Seven years ago, it paid dividend of ¥ 5 00 per equlty share. :
” Appllcable tax rate is 30%

Compute the post-tax cost of debentures us1ng present value method
Sver | 1 e i
PVIF (10, | 0.909 | 0.826 | 0.751 | 0.683 | 0.621 | 0.564 | 0.513 |

[ PVIF .y | 0893 | 0797 | 0.712 | 0.636 | 0.567 | 0.507 | 0452

| Interest | 1% | 2% | 3% | 4% | 5% | 6% | 7% | 8% | 9%
'd}Rate: e o
| FVIF, 5 | 1.051 | 1.104 | 1.159 | 1.217 | 1.276 | 1.338 | 1.403 | 1.469 | 1.539 |

| FVIF, ¢ [ 1.062 | 1.126 | 1.194 | 1.265 | 1.340 | 1.419 | 1.501 | 1.587 | 1.677

FVIF, , | 1.072 | 1.149 | 1.230 | 1.316 | 1.407 | 1.504 | 1.606 | 1.714 | 1.828

(c) Following 1nformat10n is related to Exe Ltd for the year ended 31 1_,_’1_,'_2' |

March 2026 ' o L L - +1=5
. Total dlvrdend coverage ratro | 2863 tirnes‘ Lo | -
| D1V1dend yield on the equlty shares | 4% L
| Market price per equity share o ‘f 40.00
| v’ Equlty sharecapital of% 10 each R 12, 00, OOO{ [
- | Preference share capital of ? 10 each ¢ 3~,O0,000
| Pricee,earnings rato |8 times
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- Youare requlred to calculate : e
(i) Total dividend paid to equity shareholders i
| “(11) Earnlngs per share e
(111) Rate of preference d1v1dend

(1v}), Total profit after tax

2 | (@ R Ltd wants to reduce the dependency of manual workforce 1n the 4+3
operation of its factory by adoptlng automatic machine. It has two
options under con81deratlon Machlne M and Machlne N. Both the
| machmes serve the same _|ob and are also able to satlsfy the purpose of

‘ the company

Details of both the machines are given below :

| Machine M 'r.“M'ach'ineN |

: V‘Purchasecost(?) o o gseetn 350 ooof

| Estimated useful hfe . | Syears 7 YGars

Estlmated salvage Value (% of cost) | 10% » 10%

| E Annual savmg to wages (?) L 11,00,000 12,00,000 |

Runmng »cost - per year (excl.:'f s;»:9,00,000r‘;ff151~;oo;ooo.

depreciation) ® .

Annual saving in scrap due to use of | 1,00,000 | 1,20,000
machlne' 1n place of manual work G B

force (?)

MPRH) o a
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The Company’s cost of capital is 9% Corporate tax rate is 25%.
Depreclatron w111 be charged on SLM basts | | . L
@i Calculate NPV and Proﬁtablllty 1ndex for each machine. “

(i) Whlch machme should be selected on the bas1s of Equrvalent

Annuahzed Crrterron ‘7

Voo |1 sl a0 Ty

| PVIF 540 |0.917]0.842 | 0.772 [ 0.708 | 0.650 | 0.59 | 0.547

PVIFA oo , | 0917 | 1.759 | 2.531 | 3.239 | 3.880 | 4.485 | 5.032

(5) B Ltd. has received an offer to get a discount of 2% on an invoice 3
Value of ?’ 75 000 1f payment is made within one month 1nstead of 1‘

, normal credrt terms of 3 months If the company makes early payment

. it w111 need to ﬁnance the payment through a bank overdraft of 10%
. pa Tax rate is 30% |

"‘Whether B Ltd should accept the offer 2 Support your declsron wrth L

‘ calculatlons L

3. (3 ~K:1Ltd.\providesthe folloWing‘infortmation:_‘ .  24141=

| Net proﬁt . . ?50 oo oooﬁ .

10% Pre t‘erence share capltal @ ¢ 100 each ? 2 00' OO 000

j~Nu1hber~0f¢qu1ty shareoutstandmg, - 500000

|Rate of return on investment | 25% |

a . MR@®
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‘ (1) Calculate EPS and also calculate market pr1ce per equ1ty share as

per Walter s Model w1th the retentlon ratlo of 20%

(b)

“ (i"if) It thecompany_alms to keep the market prlce of 1ts equlty share at

- T 60*each what retention ratio should be adopted ‘7 ‘

(iii) What would be optrmum d1v1dend payout ratio 2 as per Gordon’s

Model ?

AR Ltd. has grven followmg data for the year ended 3 1St March 2026

iRecervables are collected on an average after 60 days, ,,

- The company usually settles 1ts payables w1th suppllers after 301
‘ j‘days , . ,

. The total sales of the company amounts to ? 200 lakhs wh1ch is ﬁ

. "{earned evenly throughout the year All sales are credlt sales Net

~ profit margln is 10%. The company has not 1ncurred any non-

operatlng expenses durmg the year

. Tax rate is 30%. | -
. 'Assume 360 daysin a‘ye"ar‘

. ‘Opportunlty cost of 1nvestment is 12%

On the ba51s of the above data

(i) Calculate the cash cycle and the minimum cash balance to be

mai:ntalned to meet its obhgatlons

MPR(H)
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(11) The company is plannrng to propose a scheme, whereby it will

offer a cash d1scount of 2% to debtors to reduce the debtors’
collection perrod by 30 days It is expected that 60% of the

debtors w111 ava11 the scheme

L (A) _,What w111 be reductlon in the m1n1mum cash to be

s ma1nta1ned to meet obllgatlon after the proposed scheme is
- adopted ? | |
© (B) What fwil‘l‘*be.netsavin‘g due to such scheme ?

~ (©) Should the company adopt the scheme ?

MM Hypothesrs of drvrdend pollcy 1s based on certam assumptrons

,“What are those assumptrons w1thout wh1ch the hypothes1s cannot

| hold ? ? Explain briefly.

‘ (b) “"An Indlan exporter has shlpped goods to a forelgn buyer but the export

?"‘f'proceeds are yet to be reahsed He approaches the bank for 1mmed1ate.

ﬁnance assrstance

(1) Identlfy the type of ﬁnance mvolved

©

: dlffer in terms of obJectlve I‘lSk tlme horlzon and sustamabrlrty ?

(©)

. (i) ;Explalnany three forms of such type of ﬁnance.

How do the concepts of proﬁt maxrmlzatlon and wealth maxrmlzatron

OR

‘What are Junk Bonds and why are they called ‘High Yield Bonds” ?

MPR(H)
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~ PART-I |
(Descriptive Portion) |

SECTION - B

(a) Eagle Manufacturlng Ltd. has been faclng declmmg product1v1ty due to 1+3+1
R outdated working methods rigid routines and workforce 1neff1c1ency i “5
| 1ead1ng to quahty degradat1on and increasing customer complalnts To k
enhance operatlons product1v1ty, quahty and work routmes the Board
1ntroduces new technologies and operat1ng procedures to ensure .
continuous 1mprovement ~and efﬁclent workﬂow w1th operator

| ‘ feedback and performance evaluatlon

- The management faces initial backlash from the employees to adopt
_these new technlques as they are a bit he51tant and scared of change To
. cater to the1r concerns, the management 1ntroduces Varlous awareness'_v
ksesswns capaclty building programs and exercises to handhold the
r operators durmg thls transrtlon wh1le effectlvely commumcatmg the
v;need for change for future resrhence and long-term beneﬁts Post these
T tralmng sess1ons the new techmques and procedures are gradually |
1mplemented in a phase-w1se mtegratlon w1th constant support for
seamless adoptlon by the employees in a moderated manner 1o accept
Fmally, the management takes steps to stablhze these new work
, 'methods _through rev1sed pOllCleS performance measures, and reward
systems to ensure that employees do not revert to old practlces
Identlfy the model being applied by Eagle Manufacturmg Ltd in the S
- above case. Explam the drfferent phases of the process for mov1ng the ’
| organlzat1on from the present to the future Is this a one-time

: ,Process/appllcauon‘? ,

MP-R(H) h S o
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(b) Pearl Ind1a Ltd isa maJor packaged food company whlch domlnates in 1+1+3

some sectors hke snacks dlary, blscults and 1nstant meals. It offers

o ] hlgh quahty a d‘unlque products that m tch the taste and pr ference of

=3

_' the customers It always takes steps to enhance brand 1mage and‘charge o

a premlum prrce for whlch buyers do not negotlate Often the unlque

. over 1ts competltors i

| features of thelr products that are not available W1th> ’thell' *-competltors

help them to gam competrtlve advantage Hence, usmg thls strategy,

’ today Pearl Indla Ltd 1s consrstently galmng 1ts pos1t10n 1n the 1ndustry

4 Identrfy and explaln Mlchael Porter s generrc strategy bemg followed

- o .‘_dlsadvanta es of‘followmg such strategy ‘7 W

i of 1ts major products for qulte some time. .

‘«f%’fithe maturlty stage of the. product llfe cycle Company is aware about

. 'f’?'fldea is to’ remam cornpetltlve in t

. ,‘,the competltrve scenarlo and fast change 1n technology Cost beneﬁt k
: analysrs 1nd1cates that it would be better to modermse 1ts plant and‘\

. machmery s0 as to 1mprove 1ts efﬁcrency and productlvrty The basw ’

ly ,amrc and volatlle busmess

L world and at the same tlme havmg an’ objectlve to preserve the1r market |

share

e Suggest the specrﬁc corporate strategy to be adopted by the MM

;‘-"shoul i dopt Sk strategy in general Just1fy your oplnlon about_

Company 1n the g1ven s1tuatron Also state the reasons why a company -

1dent1ﬁed strategy 1n a case of start—up Venture

MPR(H)
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demand determmes_the pnee at
quantlty desu'ed;‘”‘ Analyse the

products that must be managedt "
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; “Beyond the bas1c need to grow modern: orgamzatlons are drlven bya
: mix of :market» : 1nadequacy resource,needs and the collapse of i

~ international barriers.” Analyse the various reasons why companies

choose to globalise their operations.

“The wider and stronger the channel the better position a business has

to fight and win over competition.” In the context of this statement,

define the concep_t of chan'nels.‘f:Why is _ channelw analysis more

important for a business strategy ? Explain differenttype of ch‘annels.

“Strategic‘uncertainty refers to the unpredictability of future 'events and

cncumstances that can lmpact an organizatlon S strategy and goals In '

the llght of thls statement d1scuss how an orgamzatlon can deal w1th or

: manage suchuncertamty. ‘

(b)

‘ evaluate the llmltatlons attached to 1t that may prevent from,

“Relying vblindly on business strategy can go absolutely Wrong 'when |
; dally operat1on are 1mpeded or when env1ronmental estlmates prove

1naccurate it Dlscuss the overall objectlve of strateglc management and. |

overcommg a turbulent env1ronment
_OR

MPRGH)
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 (b) Differentiate between Proactiv‘e~"and Reactive strategies. EXplain in" 1+4

- detail, why it is important for every organisation to use both these

 strategies in a dynamic and an uncertain business environment.
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