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	JAIPURIA INSTITUE OF MANAGEMENT, INDORE
Post Graduate Diploma in Management (Batch 2025-27)

	Course Title: Corporate Finance, (Course Code: 40202) – Shift – 1st 
End-Term Examination, Term – II (January 2026) 

	 Time Duration : 2 Hours                                                                                          Total Marks: 40



General Instructions:
a) Answer the questions as directed. The break-up of the marks is given wherever necessary.
b) Marks against each question is indicated to its right.
c) Answers should be brief and to the point. No formula, interest factor tables will be provided. 
d) This exam is completely an MS -excel based exam. No answer sheet will be given.
e) Students need to submit one excel workbook as an answer script. The workbook will have multiple worksheets.
f) Students need to solve each question in a separate worksheet and name the worksheet with question no.
g) No Internet access will be given.
h) Do not write on the question paper except your roll number.


1. A company is considering two mutually exclusive projects, Project A and Project B. Each project requires an initial investment of ₹5,00,000. If the firm’s cost of capital is 10% per annum and expected cash inflows are given below:			
	Year
	Project A (₹)
	Project B (₹)

	1
	1,50,000
	2,00,000

	2
	1,80,000
	1,90,000

	3
	2,00,000
	1,60,000

	4
	1,40,000
	1,20,000


Required:
a) Identify the best project between these two using Discounted Payback period?
b) State one limitation of the discounted payback period method in capital budgeting.                  
    [Marks: 5]

2. A firm is evaluating two mutually exclusive projects, Project X and Project Y. The expected cash flows occur on irregular dates as shown below:
	Project X
	Project Y

	Date
	Cash Flow (₹)
	Date
	Cash Flow (₹)

	01-Jan-24
	–6,00,000
	01-Jan-24
	–6,00,000

	30-Jun-24
	1,50,000
	31-Mar-24
	2,20,000

	31-Dec-24
	2,00,000
	31-Dec-24
	2,00,000

	30-Sep-25
	2,50,000
	31-Dec-25
	2,40,000

	31-Mar-26
	1,80,000
	30-Jun-26
	1,50,000


Analyse the two projects and determine which one should be accepted based on the XIRR decision rule, given that the required rate of return is 12%. 	                  [Marks 5]
3. A company is considering an investment project that requires an initial outlay of ₹80 lakh. The project is expected to generate annual net cash inflows of ₹18 lakh for 6 years. The firm is financed entirely through equity and has no debt in its capital structure. The cost of equity is 15% per annum. Examine the project’s cash flows and use NPV to justify whether the project should be accepted or rejected. 			     [Marks 4]

4. SRK Ltd. is evaluating a new investment project that requires an initial outlay of ₹1500000. The company is going to raise ₹300000 from equity, ₹120000 from preference share and ₹180000 from debt. If cost of equity is 15%, cost of preference share is 12%, cost of debt (pre-tax) 10% and tax is 30%, then analyse the capital structure and determine WACC of the firm. 					      [Marks 5]


5. The following table shows the daily closing prices of ITC Ltd. and the NIFTY 50 Index for 20 consecutive trading days: 
	Day
	ITC Ltd. Share Price (₹)
	NIFTY 50 Index

	1
	250
	18,200

	2
	252
	18,260

	3
	251
	18,240

	4
	255
	18,350

	5
	258
	18,420

	6
	256
	18,380

	7
	260
	18,460

	8
	262
	18,520

	9
	261
	18,500

	10
	265
	18,600

	11
	268
	18,680

	12
	270
	18,720

	13
	268
	18,690

	14
	272
	18,780

	15
	275
	18,860

	16
	273
	18,830

	17
	276
	18,900

	18
	278
	18,960

	19
	277
	18,940

	20
	280
	19,020



Analyze the relationship between the stock returns and market returns and estimate the beta (β) of ITC Ltd. Evaluate the cost of equity (Ke) of ITC Ltd using the CAPM model if risk free interest is 6% per annum. 						      [Marks 6]

6. The following data relates to two firms: Levered (L) and Unlevered (U), both belonging to the same risk class:
	Particulars
	Firm L
	Firm U

	EBIT
	₹ 6,00,000
	₹ 6,00,000

	12% Debt Funds
	₹ 30,00,000
	–

	Equity Capitalization Rate (Ke)
	22%
	18%



a) Evaluate and justify the weighted average cost of capital (WACC) and the total value of each firm.
b) Examine whether an investor holding 15% equity in the levered firm can benefit from an arbitrage process. Analyse the relationship between the levered and unlevered firm values and justify your conclusion. 			      [Marks 7]




7. Beta Ltd. reports the following information for the year ended 31 March:
Annual sales        ₹1,800,000
Cost of goods sold     ₹1,440,000
Inventory           ₹360,000
Accounts receivable      ₹450,000
Accounts payable       ₹240,000
Assuming a 360-day year, calculate:
a) Inventory Conversion Period
b) Receivables Collection Period
c) Payables Deferral Period
d) Cash Conversion Cycle        					     [Marks 5]
8. [bookmark: _Hlk219380121] Alpha Ltd.’s equity share is currently trading at ₹50 per share. The company is about to pay a cash dividend of ₹2 per share. Mr. Raman owns 100 shares of Alpha Ltd. However, he prefers to receive a dividend income of ₹4 per share.
To achieve his preferred income, Mr. Raman plans to create a homemade dividend by selling a portion of his shares after the stock goes ex-dividend.
Required:
a) Evaluate the cash income Mr. Raman will receive from the declared dividend.
b) Assess how many shares Mr. Raman must sell ex-dividend to achieve his desired income. 						     [Marks 3]
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