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

	Course Title: Corporate Finance, (Course Code: X0202)
End-Term Improvement Examination, Term – II (February 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 evaluating two mutually exclusive investment projects — Project A and Project B. Each project requires an initial investment of ₹6,00,000 and has a useful life of 5 years. The expected Profit After Tax (PAT) from the projects is:
	Year
	Project A (PAT) 
	Project B (PAT)

	1
	1,40,000
	1,20,000

	2
	1,60,000
	1,50,000

	3
	1,80,000
	2,00,000

	4
	1,50,000
	1,70,000

	5
	1,30,000
	1,60,000








If Required rate of return = 12%
Required:
a) Calculate the Net Present Value (NPV) of Project A and Project B.
b) Advise which project the company should select. [Marks: 05] [CO02]

2. A company is evaluating two mutually exclusive investment projects, Project Alpha and Project Beta, that involve uneven cash flow timings. The required rate of return is 10% per annum.
The expected cash flows are:
		Date
	Project Alpha 
	Project Beta

	01-04-2024
	-5,00,000
	-5,00,000

	20-08-2024
	1,30,000
	1,00,000

	05-01-2025
	1,70,000
	1,90,000

	18-10-2025
	2,10,000
	2,00,000

	30-05-2026
	2,20,000
	2,40,000



	
	

	Required:
a) Calculate the XNPV of Project Alpha and Project Beta using a 10% discount rate.
b) Advise which project should be selected. [Marks 5] [CO02]

	
	

	3. A company plans to maintain a capital structure consisting of ₹8,00,000 in equity share capital, ₹2,00,000 in preference share capital, and ₹5,00,000 in debt. The cost of equity is 14%, the cost of preference shares is 10%, and the cost of debt before tax is 9%. The corporate tax rate applicable to the company is 30%. Calculate the after-tax cost of debt and determine the Weighted Average Cost of Capital (WACC) of the firm. [Marks 4] [CO02]
	
	

	4. An investment project requires an initial outlay of $20,000 and is expected to generate annual cash inflows of $6,000 for the next five years. The firm applies a discount rate of 12 percent to evaluate investment proposals. Management has established a cutoff discounted payback period of three years. However, the Chief Financial Officer (CFO) rejects the project. Calculate the discounted payback period of the project and evaluate whether the CFO’s decision is justified. [Marks 5] [CO02]
	
	


5. A company has raised long-term funds by issuing two different bonds, each with a face value of ₹1,000 and semi-annual interest payments. Bond A has a settlement date of 01-04-2024 and matures on 01-04-2029. It carries a coupon rate of 8% per annum and is currently trading at ₹960, with a redemption value of ₹1,000. Bond B has a settlement date of 01-04-2024 and matures on 01-04-2032. It offers a coupon rate of 9% per annum and is currently priced at ₹1,020, with a redemption value of ₹1,000. Assume an actual/365 day count basis. calculate the yield of both bonds and comment on which bond represents a higher cost of borrowing for the company. [Marks 6] [CO02]
6. A company is evaluating an investment requiring an initial outlay of ₹5,00,000. The project generates the following cash flows. One set assumes equal yearly intervals, while the other uses actual dates.
	Year
	Cash Flow (₹)
	 Date
	Cash Flow (₹)

	Year 0
	-5,00,000
	01-04-2024
	-5,00,000

	Year 1
	1,20,000
	15-09-2024
	1,20,000

	Year 2
	1,80,000
	10-03-2025
	1,80,000

	Year 3
	2,00,000
	25-11-2025
	2,00,000

	Year 4
	2,20,000
	30-07-2026
	2,20,000


Required:
a) Calculate the IRR using the yearly cash flows.
b) Calculate the XIRR using the cash flows.
c) Compare the two results and explain the reason for any difference. 
d) Differentiate IRR with XIRR. [Marks 7] [CO02]

7. A manufacturing firm provides the following information:
Average inventory holding period = 75 days
Average receivables collection period = 40 days
Average payables deferral period = 30 days
Annual cost of goods sold = ₹54,00,000
Assume a 360-day year.
Required:
a) Calculate the operating cycle of the firm.
b) Calculate the cash conversion cycle.
c) Estimate the firm’s working capital requirement based on the cash conversion cycle.
 [Marks 5] [CO03]
8. A company currently has 50,000 equity shares outstanding, each trading at a market price of ₹120 per share. The company announces a 3-for-1 share split. It is assumed that the total market value of the company remains unchanged after the split. Calculate the total number of shares outstanding after the split, determine the theoretical market price per share following the split, and verify that the total market value of the company remains the same. [Marks 3] [CO02]
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