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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 – 2nd 
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 projects, Project A and Project B. The estimated cash flows are as follows:
	Year
	Project A (₹)
	Project B (₹)

	0
	-2,50,000
	-2,50,000

	1
	60,000
	40,000

	2
	70,000
	60,000

	3
	80,000
	90,000

	4
	70,000
	80,000

	5
	60,000
	70,000


    
Analyse the two projects by calculating their NPVs and determine which project should be accepted if cost of capital is 10%. 								                   [Marks: 5]

2. A company is considering two mutually exclusive projects, Project X and Project Y, each requiring an initial investment of ₹3,00,000. The expected annual cash flows are given below:
	Year
	Project X (₹)
	Project Y (₹)

	1
	90,000
	60,000

	2
	1,10,000
	1,20,000

	3
	1,30,000
	1,40,000

	4
	1,20,000
	1,10,000

	5
	1,00,000
	90,000



The firm’s cost of finance is 10% and the reinvestment rate is 12%. Analyse the MIRR results and determine which project should be accepted, providing justification.                      [Marks 5]
3. ABC Ltd. is considering two mutually exclusive projects, Project A and Project B. Both projects require an initial investment of ₹5,00,000 and have a life of 5 years. The expected EBDT for each project is: 
	Year
	Project -A 
EBDT (₹)
	Project -B 
EBDT (₹)

	1
	1,20,000
	1,00,000

	2
	1,40,000
	1,20,000

	3
	1,50,000
	1,40,000

	4
	1,30,000
	1,50,000

	5
	1,20,000
	1,30,000


 Additional Information:
· Depreciation is straight-line over 5 years.
· No salvage value at the end of the project.
· Corporate tax rate is 30%
Examine which project should be accepted using ARR if the firm’s minimum required return is 20%. 									     [Marks 6]
4. A company is considering raising funds through debt and equity. The financial data are:
Debt (Bond) Details:
· Settlement date: 01-Jan-2026
· Maturity date: 01-Jan-2031 (5 years)
· Face value (Par) = ₹1,000
· Redemption is at 5% premium
· Annual coupon = 8%
· Market price = ₹950
Equity Details:
· Current dividend 4
· Current Market price 45
· Growth rate 7%
Analyse the cost of debt and cost of equity and determine which source of finance is cheaper. Justify your conclusion. 						      [Marks 4]
5. A company plans to raise funds from three sources: preference shares, equity shares, and debt. The details are as follows:
	Source of Finance
	Amount Raised (₹)
	Cost (%)
	Additional Info

	Preference Shares
	2,00,000
	8%
	Dividend is not tax-deductible

	Equity Shares
	5,00,000
	?
	Use CAPM to calculate cost of equity (Rf = 6%, Rm = 12%, β = 1.1)

	Debt
	3,00,000
	10%
	Interest is tax-deductible; corporate tax rate = 30%


Calculate and examine the weighted average cost of capital of the firm.           [Marks 5]
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
	₹ 8,00,000
	₹ 8,00,000

	10% Debt Funds
	₹ 40,00,000
	–

	Equity Capitalization Rate (Ke)
	20%
	16%


a) Evaluate and justify the Weighted Average Cost of Capital (WACC) and the total value of each firm.
b) Assess whether an investor holding 20% equity in the levered firm can benefit through an arbitrage strategy, and justify your conclusion.                                  [Marks 7]
7. ABC Ltd. has 50 lakh shares currently outstanding at ₹20 per share. The company declares a 40% stock dividend.
a) Calculate the number of shares outstanding after the stock dividend is issued.
b) Examine how the stock dividend will affect the price per share and the overall value of the firm.
c) Analyse whether a stock dividend creates real value for shareholders, providing reasoning for your conclusion. 					                  [Marks 3]
8.  Nova Manufacturing Ltd. reports inventory of ₹3,285,000, accounts receivable of ₹2,000,000, and accounts payable of ₹1,095,000. The company’s annual sales amount to ₹12,167,500, while its cost of goods sold for the year is ₹7,300,000. Assuming a 365-day year, determine the inventory conversion period, the receivables collection period, the payables deferral period, and the overall cash conversion cycle of the firm.
                                                                                                                                          [Marks 5]




Page 1 of 1

image1.png




