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This booklet is the property of the Examination Body. Any 

unauthorized and illegal circulation of its contents in part or inf ull in 

any manner whatsoever is strictly prohibited. Candidates involved in 

such unauthorized and illegal acts are liable to be prosecuted besides 

being disqualified to appear in any further examinations of the 

Examination Body. 
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PART-I 

1. A COIDplDY has sales of , 6,00,000, variable cost of , 2,40,000, med 

opennng cost of, 2,70,ooo.ie financial leverage is 2.5. 1be company 

wants to double its EBIT. The percentage change in sales required m order to 

double rts EBIT \\111 be : 2 

(A) ~. 

jPl 25', 

(C 4ffl, 

(D) SOil, 

2. The capital structure of KPS ~ted includes 5,00,000 equity shares off 10 

each. The market price of equity share (cum-dividend) is? 75 per share. The 

company bas declared to pay dividend on equity shares @ f 6 per share which 

will be paid within next three days. The company has a history of consistent 

growth in its dividends. It bas been predicted that in the next year KPS 

Limited will pay dividend on ifM4uity shares @ f 7.59 per share. The rate of 

dividend growth will be main+ in foreseeable future. The cost of equity is 

ca1cu.lated as : 2 

(A) 36.5% 

(B) 34.5% 

38.5% 
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3. ZX Limited has total assets of f 7,20,000 and its Shareholders' equity is 

f 4,50,000. The net profit margin of ZX Limited is 12.5% and asset turnover 

ratio is 1.5. UsJng the DuPont model, the return on equity of ZX Limited is 

calculated as : ~ 

(A) 7.03% r...., 
(,D 

(B) 50% ~ 

(C) 11.72% 

(D) 30% 

Case scenario 1 : 

Quick N Safe Logistics is one of the prominent transporters of goods for more than 

two decades. It has iJ own fleets and also has business arrangement with Railways. 

Competition with efisfing players and threat from new entrants are increasing 

regularly. Customer'i,references and expectations are also changing. Need for 

considering new and improved means of transportation seems inevitable. 

Current philosophy of the company is 'to bring the best user experience to its 

customers through timely and safe delivery of goods'. While keeping this 

philosophy in mind, it desires to keep ahead and reap the benefits of first mover 

advantages in the qidtstry. In order to achieve its growth target, company is 

exploring available ~tlier options so as to have a strong presence in supply chain 

management. \o\':J' 

LO 

The company is of a considered view that 'we learn as we grow'. It knows that the 

overall per mile operating cost decreases due to increase in efficiency and 

cumulative volume of services. Since the company will have a cost advantage over 

the competitors due to reduced cost of services, it can develop and adopt a 

penetrative pricing strategy by setting a low price to attract more customers. 
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It IS also observed that arrangement of transponat1on through radway a bccOlll 

1 concern. Growth rate as slow and market for areu being covered by th1 me.IOI f 

tranSpOrt 15 by and large stabahzcd Profit .)Dargan •• comana doWn due to staff 

compenbon. Company has to "1ork out an ac-.i plan 10 rrwnwn the subahty 

On the other side. one of the cUJtomcr ~ts I tookma for fast deliver)' of 

goods m major c1t1cs all acros the countlf. The pnme cons1derat1 o of h 

customers ts quack and safe deh,cry f thear product e11ve f c fi the 

same The target market of uch \ ~ large and also 1ncreas g 'tr} fl t 

In view of the same, the c mpa operat b) 

dedicated team to ptrform ~ 1th a fi tranJPOf'l n h 

goods through Ill'\\ II) 

In vtew of the gJ\ en c 

4. In context to Stf'\ 1c 

analyzing a relauon hip bci" 

co ume on another ax I A per Product L 

ten'I« 1 passmg through 

(A) lnuoductton 

Growth 

B Marunt) 

j9 Deel 

1, la S1ralel1C Management. the C'OGCelJC. ~ lhe era 

opallml COIi due IO u,crease rn efflcief and CUIIIIUlllb 

•p:a,ct• 
B 

D 

2 
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. h arketing strategy for 

As per strategies propagated by Michael Porter, me em 
t mer segment on an 

transporting goods through airways for a large cus 0 

assurance of' delivery by next day', is known as : 

(A) Cost leadership strategy 

(B) Differentiation strategy 

~C) Focus differentiation strategy 

(D) Focus cost leadership strategy 

7. The philosophy of the company stated as, 'to bring the best user experience 

to its customers through timely and safe delivery of goods', is indicating 

towards: Lt, 
~ 

(A) Vision statement 
(C 

(B,) Mission statement 
./ 

(C) Goals of the company 

(D) Objectives of the company 

8. The strategy in which the company wants to keep ahead and reap the first 

mover advantages in the industry, is known as : 

(A) Adaptive strategy 

(B) Reactive strategy 

(C) Proactive strategy 

(D) Responsive strategy 
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9. Super Products Ltd. 11 havmg four d1vis1om, 1.e. Alpha, ~ Cos and Tbda­

AII the divtSions are independent product center and are also integral pert of 

product Gama of the company. Each }ivision contains its own set of activities 

under the control of respective general manager. Each general manager is 

responsible for his res@tive product line and its profitability. While having 

own set of competitoi!ach center has its own competitive advantages with 

the resources and capafflies they develop. Such structure is known as : 

(A) Network structur~ ~) Divisional structure 

(C) Multi divisional structure ~ Strategic business unit 

,-e. Always Ahead Ltd. is an established player in FMCG, Herbs, Health care and 

White goods. Company has classified its portfolio on investments in different 

businesses in four quafflnts as suggested by Boston Consulting Group. On 

further analysis of relldfonship between market growth rate and relative 

market share for Wh~ goods business, it is found that opponunities to 

increase its market sh~ are there. Emphasis need to be given to make a 

strong future with large market share even by foregoing short-tenn earnings 

for this business. Which strategy is being pursued by the company for White 

goods segment : 

(A) Build 

d"Harvest 

(B) Hold 

(D) Divest 

C0 
ll) 

The correct sequence oMe stages as per Kurt Lewin's model of change is : 
r--

Changing to the Id situation, Unfreezing the situation and Refreezing 
ll) 

Unfreezing the siRlfion, Refreezing and Changing to the new situation 

lll'C,ezi'ing, Unfreezing the situation and Changing to the new situation 

bmE' ll the situation, Changing to the new situation and Refreezing 
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<'US(· St·c•uurlo 2 : 

JIS Lilllilcd it, ni:1111rfacltoing and ,1:lli11g u,lt dnnr•, m Jndi:i. 'Jt,e fJff1dtJ{...'ti<JtJ 

P10t:l''!'I i11volvcn ,,11c i1r1po11:u,1 1,H,~iJ~, which it,crc~ncr> t.he t,helf Hfo (1f the ,<Jft 

d, i11kH. Prctii;JJ1 ly, lht: /IJiH.:hinc IJt>Cd f',,fi thii, pu,pc,M~ JI$ ~r, (Jld ,,r,c, jr, whicr, 11astagt; 

due t1, hrc,1k:1gc o1 gl:i~,. h1,t1.lctl iis c,m,!dcrnbly high ~md due to it'J Hmited ceipacity, 

!he <,;c,mp:rny i~ n,,t in :1 po iiti<,11 tr, inc;rea1,e its pr<J(Juctfon. 

'J he producti<,11 n1ru1agcr }1aH appr0ach1,;d the CE(J <,f 1~<:> Limited for 

purcliasi11g ,m autcmwtcd m11diirw, which w,11 drasticaJJy reduce the wMtage due t0 

breakage during the pn,c<:s1, of incn;u,,ing HhcJf lifo ,,f mft drinks. The automated 

machine will 1->upport incrcac;c ill produc,tfon. ~I he production manager ic, confident 

that ac4uisition ofthc automzitcd machine will he beneficial for the oompany. 

Other information is as umfor : 

• With lhc introducti<,n of automa(~d machine, additional sales and related costs 

over the next five years W(Ju]d be as foll<,ws: 
- . 
Year AdditionaJ ScJJJng prkc Variable A ddltJonaJ fixed 

SaJcs Unit per unit (t) Manufacturing, SeJfing & 

SeJJJng and Dhtribution 

' 
Uhtributfon cost Cost (t) 

~ per unit (t) 
I 

- --- --· 1 20,000 30 ~!~ 20 25,000 
r£ ---

2 25,000 30 ·,1 20 30,000 
--

3 30,000 35 20 30,000 

4 32,000 35 22 35,000 

5 28,000 35 22 35,000 
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• Cost of acquisition of automated machine 1s f 5,00,000. Residual value of the 

automated machine at the end of its life of 5 years wiJJ be f 50,000. 

Depreciation on automated machine wiJI be under Straight line method. 

Depreciation is not included in the cost stated above. 

• The Production manager has estimated tij cost savings (before tax) due to 

reduction in breakages as under : 

Year 1 Year2 Year4 Year! 

Savings m f 15,000 f 15,000 f 20,000 f 20,000 f 20,000 

,. 
cost due to 

reduction m 

breakages 

• The machine which is being used at presen~as zero written down value and if 

sold, would fetch an amount oft' I 0,000 only. 

• The cost of capital of the company is IO %. The tax rate applicable for the 

company is 30%. Ignore capital gain taxes. 

P.V Factors off 1 at year end at 10%: 
,-~ 
•.-

Year 1 Year 2 ~r3 Year4 Year! 

... P.V Factor off 1 0.909 0.826 0.751 0.683 0.621 

AGRI • 
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You are required to answer the following Questions 12 to 16 : 

12. What is the Cash Inflow after Taxes for the Year 1, Year 2 and Year 
3 

of 
th

e 

investment proposal ? 

(A) " 1,50,000," 1,85,000, "3,45,000 
.,:i. 
(11 

(B) " 1,65,000," 1,95,500,, 3,55,000 
O') 
--J 
~ 

(C) "1,60,000," 1,91,500, t 3,35,000 c.n 
V' 00 

(D) t 1,70,000, t 1,90,000, ( 3,40,000 

13. What is the Discounted Cash Inflow after Taxes for the Year 1, Year 2 and 

Year 3 of the investment proposal ? c.n 
Q') 

(A) t 1,49,985, t 1,61,483, t 2,66,605 ..__. 
~ 

(B) t 1,36,350, t 1,52,810, t 2,59,095 (J1 
00 

(C) t 1,54,530, t 1,56,940, t 2,55,340 

(D) t 1,45,440, t 1,58, 179, t 2,51,585 

14. What is the Net Present Value of the investment proposal? 

(A) t 3,78,990.30 ~ 
(J1 

(B) < 4,54,980.60 00 

iC) t 4,74,890.40 

(D) t 3,89,260.70 

+ AGRl 
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HS. Whal is the Discounted Payback period of the investment proposal ? 

(A) 2. 74 years 

(B) 2.87 years 

(C) 2.38 years 

(D) 2.48 years 

16. What is the Profit before Taxes for the Year 2, Year 3 and Year 4 of the 

investment proposal ? 

(A) t' 2,35,000,, 4,40,000, f 4,01,000 

JJ3) t 1,45,000,, 3,50,000, f 3,11,000 

(C) t' 2,05,000, , 4, I 0,000. '3,66,000 

(D) f 1,40,000, ~ 3,60,000, ~ 3,31,000 
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