INTERMEDIATE EXAM
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STRATEGIC MANAGEMENT
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Total No. of Questions — 8
Total No. of Printed Pages — 16 Maximum Marks — 70

GENERAL INSTRUCTIONS TO CANDIDATES

The question paper comprises two parts, Part I and Part 1.

Part I comprises Multiple Choice Questions (MCQs).

Part II comprises questions which require descriptive answers.

Ensure that you receive the question paper relating to both the parts: If you have not
received both, bring it to the notice of the invigilator.

5. Answers to MCQs in Part I are to be marked on the OMR answer sheet as given on
the cover page of descriptive answer book of Section-A only. Answers to questions
in Part II are to be written in their respective descriptive answer book. Answers to
MCQs, if written inside the descriptive answer book will not be evaluated.

6. OMR answer sheet given on the cover page of descriptive answer book will be in
English only for all candidates, including for Hindi medium candidates.

7. The bar coded sticker provided in the attendance register, is to be affixed only
on the descriptive answer book.

8. You will be allowed to leave the examination hall only after the conclusion of the exam.

i If you have completed the paper before time, remain in your seat till the conclusion of
the exam.

| 9. Duration of the examination is 3 hours. You will be required to submit the descriptive

: answer book with OMR cover page to the invigilator before leaving the exam hall,
after the conclusion of the exam.

10. The invigilator will give you acknowledgement on Page 2 of the admit card, upon
receipt of the descriptive answer book.

11. Candidate found copying or receiving or giving any help or defying instructions of the

invigilators.or having / using mobile phone or smart watch or any other electronic gadget
will be expelled from the examination and will also be liable for further punitive action.

PART -1I 70 Marks
1. Section — A : Question paper comprises 4 questions (1 to 4). Answer Question No.
1 which is compulsory and any 2 out of the remaining 3 questions.
2. Section — B : Question paper comprises 4 questions (5 to 8). Answer Question No.
5 which is compulsory and any 2 out of the remaining 3 questions. '
3. Answers to the questions are to be given only in English except in the case of
— candidates who have opted for Hindi Medium. If a candidate has not opted for Hindi
Medium, his/her answers in Hindi will not be evaluated.
£ 4.  Working notes should be part of the respective answers.
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~Assume 360 days in a year,
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PART — II

SECTION - A

From the books of AIL Limited following information is taken for 2+1+2

the year 2024-25 : . =5
Gross profit margin (25% of Sales) 330,00,000

Inventory holding period ' 28 Days

Opening Inventory X 8,00,000

Current Ratio . 1.20

Quick Ratio 0.80

Selling & Distribution Expenses %12,00,000

Depreciation and other Non-cash Expenses % 4,80,000

Assume 360 days in a year.

You are required to calculate :

() Inventory as on 31.03.2025

(i) Working Capital

(iii) Basic Defense Interval

X Ltd. has average debtors of 2 90,00,000. The company’s average 4+1
collection period is 60 days. At present, it incurs credit administration = =5
expenses of ¥ 4,00,000 per year and bad-debt losses amounting to 1%

of credit sales.

A factoring company has proposed to purchase these receivables by
charging a commission of 2% on credit sales. The factor will provide

an advance of 85% of receivables, after keeping 15% as reserve, and

will charge interest at 15% per annum for the collection period.

Required :

(1) Calculate the effective cost of factoring.

(ii) As a financial consultant, advise whether X Ltd. should accept
the factor_ing proposal.
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(¢) PQR Ltd. is a leading company operating in the coal sector, engaged in
the extraction, processing, and distribution of coal for industrial and

energy purposes.
The following information is provided by the management of PQR
Ltd.:
Particulars

Issued Share Capital T 24,00,000

Dividend Paid 10 per Share

Growth Rate 20% p.a. in perpetuity

Cost of Equity (Ke) ' 25%

You are required to calculate :
(i) Using Gordon Model :
(@) The current market price of the share.
(b) Number of issued shares, if market price per share (MPS) is
k equal to face value per share.
(ii) Using Modigliani and Miller (MM) Hypothesis :

{ ' (a) The market price of the share at the end of year if dividend is
paid. Use the current market price calculated in Gordon
model as P

(b) What will be the amount of earnings required for the
company so that the MM hypothesis holds true, if the
company has made new investments of X 5,00,000 during the
period and issued 1,000 new equity shares ?

31-03-2025 :
Sales % 50,00,000
EPS 22.50

| Tax Rate 40%

Fixed cost excluding interest Z10,80,000

JAZ2(H)

2. (a) RK Limited provided following déta for the year ended on 2+1+2

2+3
=5

=5
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(b)

(4)

JAZ2(H)
The Capital structure is as under :

Equity Share capital of ¥ 10/- each
10% Preference share of ¥ 100/- each

12% Debentures
You are required to :

¥ 18,00,000
Z 9,00,000
¥ 75,00,000

(i) Calculate Earnings before Interest and Tax (EBIT).
(ii) Calculate Combined Leverage.
(iii) Advise, the level of sales where Earning before Tax (EBT) will

be zero.

Algo Steel Ltd. is a well-established company in the steel 243
manufacturing sector, successfully operating for the past 20 years. The <~
existing capital structure comprises of 80% equity and 20% debt.
Company’s Cost of Equity (K) is 13.5%, reflecting the return
expected by shareholders: Its debt component comprisds of a bank loan
carrying an interest rate of 8% per annum. The company is subject to
taxation and taxes are to be considered in project evaluation. After
preliminary evaluation, the Board of Directors has shortlisted a project
with the following details :
k2 Particulars

Initial Investment % 24,00,000

'Estimated Salvage Value 10% of Initial Investment

Expected Life of the Project 4 years

Tax Savings on Depreciation ¥1,35,000 p.a.

Method of Depreciation Straight Line Method (SLM)

Particulars Year 1 Year 2 Year 3 Year 4
Expected Cash Flows | 12,00,000 20,00,000 | 18,00,000 | 16,00,000
before depreciation & tax
(in ¥)

PV Factor @ 10.00 % 0.909 0.826 0.751 0.683
PV Factor @ 12.00 % 0.893 0.797 0.712 0.636 J
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(i) Calculate Average Rate of Return (ARR) based on Average
Investment.

(i) Calculate Net Present Value (NPV) by using Weighted Average

Cost of Capital (WACC).
(a) The Balance Sheet extract of ST Ltd. as on March 31 (current year) is
as follows :

Liabilities Amount (X in lakh) Assets Amount (T in lakh)
Share capital 260 Fixed Assets 600
Reserves 168 Inventories 360
Long-term loans 420 Receivables 270
Short-term loans 220 Cash & bank 78
Payables 144
Provisions 96

1,308 1,308

Sales for the current year amounted to ¥ 900 lakh. For the next

financial year ending March 31 (next year), sales are expected to

increase by 20%.

The net profit margin (after tax) is expected to be 5% of sales, and the

dividend payout ratio is anticipated to be 50%.

Total assets including cash & bank and current liabilities (payables and

provisions) vary directly with sales.

You are required to :

(i) Estimate the amount of external funds required (EFR) for the

next financial year.

JAZ2(H)
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(ii) Determine the sources and composition of fuﬁds to meet the
requirement, given the following parameters :
(1) The current ratio must be maintained at 1.40.
(2) The ratio of fixed assets to long-term loans should be 1.50.
(3) The remaining fund is raised by issue of Equity shares.
(4) The additional funds are to be raised in the following order
of preference :
(i) Short-term bank borrowings
(ii)) Long-term loans

(iii) Equity

(b) Explain in what ways financial leverage operates as a “double edged 2
sword”.
4, (a) Discuss briefly the key features of seed capital assistance as a source 4
of finance.
(b) Why the Virtual banking service is popular among the customers ? 4

Discuss the advantages of Virtual Banking.
(c) Define financial distress. Briefly explain the consequences of a 2
prolonged financial distress.
OR
(c) BEE Ltd. has a current ratio of 2:1, showing enough short-term
liquidity in the company. You are required to comment whether the
current ratio will improve, decline, or remain unchanged.

Sr. No. Transaction Impact

(1) A debtor owing % 60,000 becomes insolvent and only
75% is recovered in cash in full and final settlement.

(i) Issued equity shares for ¥ 2,00,000, proceeds kept in
current account with bank.

(iii) % 25,000 collected from customers in cash.
(iv) | Goods costing Z 8,000 sold for ¥ 12,500 on credit.
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- SECTION - B

Full Health Limited is a beverage company engaged in the production
and distribution of energy drink. It plans to launch a new line of
beverages targeted at health-conscious consumers, The Indian energy
drink market, however, is already saturated with strong competitors,
including several well-established national and international brands
that command a significant market share. Considering the dominant
position of these rival firms in the segment, which analytical tool
would you recommend the manager to use to assess the market
environment ? Additionally, explain the procedure for implementing
this tool effectively.

Next Tech Solutions, an IT services firm, is suffering from declining
client retention, rising operational costs, and outdated service
offerings. Employee morale is low, and the firm’s reputation for
innovation has faded. Due to uncompetitive product and services,
continuous losses, negative cash flow from business have alarmed
investors. The board chooses not to wind up the operations but to
rejuvenate the organization through effective leadership. They
appointed Mr. Moksha a young and visionary executive to initiate
strategic changes. What corporate strategy should Moksha adopt, and
what measures should he take to implement this strategy effectively
and ensure long-term sustainability ?

Mr. Rohit Khanna runs a chain of organic grocery stores under the
brand name “Green Basket” in northern India. Over the past two years,
he has faced intense competition from large retail chains and online
delivery platforms offering organic products at  discounted prices.
Despite loyal customers, his profit margins “are shrinking, On his
consultant’s advice, Rohit decided to undertake a comprehensive study
to understand the competitors, their vision, mission, and financial
status to gain competitive advantage. Identify the business analysis
done by Mr. Rohit and discuss steps to carry out the same.

JAZ2(H)
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What is Corporate culture ? Where does it come from ?

In a business strategy, consider a firm pursuing cost leadership to
become the lowest-cost producer in its industry. For this approach to
be effective, what key conditions must be present ? However, cost
leadership is not without its pitfalls — discuss the potential disadvantages
that could undermine its effectiveness.

An organization should select the right strategic performance measures
that are aligned with its goals and objectives and provide relevant and
actionable information. Explain all the factors and importance of these
factors that needs to be considered.

Innovation is widely regarded as a catalyst for business growth,
enabling firms to upgrade existing products and processes, enhance
customer satisfaction, and improve profitability. In light of this
statement explain what an innovation offers to the organisation and
any risk involved in doing so.

Porter’s five forces model hold that the state of competition in an
industry is a composite of active competitive pressure in the market.
Identify the areas of market in which competitive pressure operates.
Objectives with a strategic focus is aimed at achieving outcomes that
enhance an organization’s overall business position and competitive
strength. In view of the above statement, enumerate the characteristics
of ideal objectives that are meaningful and effectively serve their
intended purpose.

OR
Write short note on concept of strategy.

JAZ2(H)
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SECTION - A
(Hindi Version)
1. (a) FeafaRen goamd ad 2024-25 & fog AL fofiee 6t geaei @ <t 8 2+1+§
g: =
Tehel AT HTRH (Frshat o7 25%) % 30,00,000
Y YT g9 28 T
IR =6 % 8,00,000
=Te] A1 1.20
[ LGRCCRI] 0.80
fosha wa T = % 12,00,000
BTE T 3= N-Tehe = | % 4,80,000
8 7 360 feT 7 AT |
TR TTIHT AT &
(f () 31.03.2025 ! &Y
\ (i) rIsfie deft

(iii) TS W& IS
(b) X Ltd. % 3N¥d SER % 90,00,000 & | FHF Y Ea TUgw & 4+1

60 fe1 2 | A § I8 U@ TEEH W 2 4,00,000 Yo T S wEr g =

AT T -K01 BT 9T (IUR) fosra w1 1% 2 |

Tk el Hraht 3 wrg sk 6 2% FHIRE 6 W T ¢GRI ! 6

T T TS TR | Haet 15% TaUH T& o I9Td, SRl 1 85%

HRM & qun gy AR F T 15% aiffe s & 1 ¥ F 360

f& 7 wfifsr

Aufda -

() Serfar Y el ST S o ShifST |

(i) T T TATERR & &9 T, g <IRTT fob R X Lid.  heefar
TEAT iR AT TTMRT |
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(c) PQR Ltd. e mﬁmmm@g@m‘%aﬁ 2+3
mﬁm@mﬁmﬁ%mm%ﬁw,mwm =5

HEeE g |
PQRLtd.%\;ngﬁmﬁﬁaﬁ@ﬁmaﬁmé%:
[ R 7
Forrifera 37w gufl % 24,00,000
VT T T ST z 10 9far 31
gig | 20% p.a. FRAT
Eq?nﬁama(l(e) 25%

(i) TiTeR WS <h ST T
(a) 3T T A SIS A
(b) ﬁﬁﬁaaﬁﬁ@ﬁwaﬁﬁmmw(wsmﬁm
Fiftpet 7o % S B |
(ii) nﬁﬁﬁﬁmﬁaﬁtﬁmmmmmmﬁnﬁ;
(a)aé%mﬁmwm@aﬁMWWm
ST 2 | it wieet § AT TR Y ST SR e
SN P, ! @@ AT |
(b)wﬂ%%mmaﬁﬁmu&mﬁﬁﬁaﬁMM
mwmwﬁa@a%;aﬁmﬁrwﬁ%am
zs,oo,ooowwﬁ%mﬁm%?ml,()oo:rqmm

fifra fpT 2 7
2. (a) @ AW 31-03-2025 ¥ R rK fafires 7 Frfefe 3fRe TG 2+1+2
fpu g Al
T " 250,00,000
EPS 22.50
T 40%
st T sl ArTd Z 10,80,000
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% 10 A shl | o7 it % 18,00,000
% 100 &% & 10% MM 319 Z 9,00,000 |
'12% RUTGA % 75,00,000
Y AU R

() T I H W U8 AN (EBIT) ! AT HIf¥T |

(i) Tufra e st om hifs |

(iii) Fersha 1 TR gl et @ vge I (EBT) T A |

(b) Algo Steel Ltd. forTd 20 a8 & AwAATIE® TNETEH Ha §C @ 243

| fior % &= & v geenfua o @ | o Ooft g 80 AT =
! 20% 1§ I 2 | AU 6 AT TeqT Bl GRA G5 HwoA
| i Twar 37E It Y A (K ) 13.5% B | 36 vl wewh o 8% Wi @
| i wrst o o e e P & | e e 3 e 2 e fEie
TSR § U T TSR 1 8 | TR Jeaie & a1g, fiewme ved

1 ffeaftaa faaw & a1y o i R g R
! e
TRR faw % 24,00,000
ITTATHG aRE g TRIRE e %1 10%
AT TR T Sfiaq 4 9%
BTE WH §=d % 1,35,000 9fg 99
B 6 farfer Hieft T@n ugfa (SLM)
| oo ¥ 1 CL ) af 3 CL P
| | 3 W & uger | 12,00,000 | 20,00,000 | 18,00,000 | 16,00,000
j AT Tehg TaTg (X H)
| PV ¥2% @ 10.00% 0909 | 0826 | 0751 | 0.683
| PV HEF @ 12.00% 0893 | 0797 | 0712 | 0.636
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Jafar
) sta PIY ¥ YR W ™ B 3T X (ARR) H T
HifT | |
(if) mf&raﬁmﬁgﬁaﬁam(wm@wmﬂmgqgaaﬁm
T (NPV) 31 01 ShIRTT |

31W@Waﬁ)ﬁST%‘ﬁ%€Wﬁ§lﬁWﬁﬁﬂWﬁ%:
TR TR @@z | wehEl R @E T ) |

73 gl 260 woreft et 600
T 168 Y 360
Aelepref 00 420 HTCATd 270
FeaTate ROl 220 e d Sb 78
oL 144
FIECIa] 96

1,308 1,308

T 8 S Tetu T 2 900 T 1 & | 31 HTE (3T o) i HHIH
@ﬁaﬁﬁaa&%mﬁmﬁzo%qﬁa@mmﬁﬂ%|

g o IR (R ) fora S0 BT ST & T ST
YT ST 50% BT N & |

559 % U7 TeIE &9 Y IREHE # |

3o a2 -

() mﬁﬁaﬁ%fmmwﬁﬁx(wmmmﬁr
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(i) Aefifed vl Tw@i % R | ff % |l 7o gewt H

ﬁm‘ﬁaﬁ
1) aqgmaﬁuommnr@m%
@) Wmmwmﬁlso%mﬁr@mél
3) 9 Ffty w37l ) ST e e R |
(4) st ffty e srerfrenanati % s o worg fohan Smem

() AT Sk hl

(11) B IEIE A

(iii) HHAT
(b) O L 2 T TRl @ ferefter SR T QT aerE 1 % ! 2

2

4. (a) %ﬁ%eﬁa%mﬁaﬁa@mﬁg@%ﬁwaﬁmwﬂﬁw 4
HIfT |
(b) aﬁm%aﬁﬁaﬁmﬁmﬁmﬂ%?aﬁm%%aﬁ 4
%1 Ui T |
(c) g Te ) guETEt | dHwehd e g6 % TITEl w1 E@E A 2
Tuiq HIfT |

g

(c) BEE Litd. 1 =Te] 3T 2:1 B, S %P # warie o1 Safer sht et
a3t & | 3mgen fevauft e 2 fo o e Igaa & gig B, fwree
grft a7 srafefda @& |

EL| AT -

B

() | T 2 60,000 ST T GHER feaieran &1 Tl aT ol

aen atfm e § et 75% TG A 99 §T |

i) |z 2,00,000 % T W A Y, WA s & =G

T | @1 |

(i) | STIRIAT A T 25,000 TRl THA §T |

| (v) |z 8,000 AFTG S Y 2 12,500 H @ (IUN) W

" fora 1 7T

| JAZ2(H) P.T.O.
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5. (a) B ¥ow RS, U date wmd @ S 6wl f$E o I W@ 144
foraor o HERE R | 98 T T8 VS W15 Si-9 BT AEd! @, et T
T ¥ HIRAG ITURGT & | Fiiies WRATE TS b SIS ASTef
Rt & w0 Ter & Rt 3o geenfia i v fceft st o
it & St i TeEqel SIS 9T T et § | 39 Wit e B
St Rafy # wm § ted g 3 fer w e R g@
IET W F e Ser el s aifRfeRt w1 e feean s
T | T H 39 g B TTE TG § AN HA h! TishAT oft T |

(b) TRZ I WedI, W IT afdem v, Fose femm o e, a9mem 144
£ T & Ter T R A B A MR ARG R D
Tl %1 FEe f T R T w A o § geeE fRg E |
arfereaeff 3eare U9 ATaT, TGN ThaH, STER § TehIcHsh Tehal
AT % SO AN T B T R | SIS I HHBN 7 9 L a1 39
T R T TG F g TS B QR G HH FH1 ot for |
Ieh firee M, 3 6 T Ian v fafid offaegfea §; 1 oo
Seea A % R AT | e B B @ BioRe WA ST =T
YT TG IR Y THTE T Y A HW IR A T 7 =T o o1
T T FH AMMRY ?

() Toreex e e St W # 1t ARhe % SIS AT A Th A Tl 1+4

Wi e aem § | e ¢ arelt § 9 sitters fefied wewn T
w w2 e 9= N 5 aTiife el # fEehRe 7ol W R E,
I wE Ryl F1 AT R R § | TEi 6 T8 @ ST 8
AT oft ITeRT oI IR T &1 ] | IR hEeee i wwrg W Afed A
frear R B 9 o1 wivgfeal, 399 foom, firm ofk forcfr ffa =t
T ¥ fou us =ue reree ) fred gieergicre | S/ S
¥ | o Afed g Fr T 3 SrEETRie fagei e s wgEnR qu 38
HA F TN Y TATT |

(14)
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SECTION - B
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(a)
(b)

(a)

(b)

(a)

(b)

(b)

(15)
JAZ2(H)

HIARE TEHIA T8 ? 3 el § A8 ?

ST THITA 3 Th ®H AT SN J AT g WHITT b G
frTan @rTa ScTes® ST ITEdT B | 39 T Bl IHE A % T
5 ygm a1 g smavas @ 7 =i o A9 § B9
HEET ot g 37 Ao TohamT o IR T FaT3 S $Heh THTE I HH BT
THd g |

TS Y 37 TE THIfaH 63 FIEET HT TIH BT AN A 3Ah
AT 3TN AT H FTTET B 3R S T1H T FHRATE A0 THHRT
TS L & | 37 i et Y e A W Sfua surt w1 |
I THYT R ST T8 qT 37 HReh % Hged ol GHSET |
TATAR ! TSRS I % €9 H FHT AT 8, I foh o & aaum
ITel W wiRaTaT § S, e gy d gfy we amed # sen
? | 39 $YT & IRGYE | WIS ! FATEGH FIT IS HIAT & AT TR
A H hI$ Tl Bl qawd |

T 1 BI5d BT Ateed AiHar & fob foreft e & wfoeud 6 foafa
Y IR § G gfoeas ara %1 v ghie 8 | 9T9R % 39 81 %
TR H e & A G SR R |

rHifeer ®ipE G0t I8 39 IROMHT ¥ et € S fRdt "ea H
Ty sraaEs fefy 3t wfheadff st t 7oy #td § | SWE Hew
¥ qie § warsy % 3fSaq 291 & W A & 7 wa amefs 8m 7g
e o T formiwad gt =R ?

YT
o <1 rgumon W afée feof fafge |

1+4
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$oT TRAI sl T - 8
T T3 - 16 FRepan 37 — 70

svaffgt & forg amT fAdy

1.  WH-YA & g W €, Part-I 3R Part-II.
2. Part-1 & Sgfasedia ¥ (MCQs) ® |

| 3.  Part-Il # 9ofATeHS YHR F IR A 30T A UH € |

| 4. ghifga ¢ 5 FT wit § deafie we-va ram e far @ | Ay sow gt W v

| & 1 & O Pt % o 3
5. Part-I % MCQs g1 % I ¥ax OMR IWR-7x T fafda = € ot fif avirermew®-
qf&ret (Section-A) % TEa T8 W T Tt 2 | Part-1I % Wewt % Iuv waftr avimere
Wﬁﬂﬁ%?lmm#wmwm%wﬁm%@m
ITERT TEUTERA WTE BN |
6. OMR IW-T4, St & FuivTcrs SWR-YfRTH & 71 98 W o man # | awt sl &
" forg, & wem % st |feq, Faw st | ¥R |
7. Sufeafa usiiass # fEan aR e Wi Fae quiHTeeR TR Sae-QiRiwt W mat S |
8. e f gui & v € R e FH Ped A AT BN | Al T ' R
oo IR ol o form & Y oft when B wfe @ s st die R g e g |
9. wlen &t srafy 362 R | o e fit Ty F uwE wWen s B & © e
1 FUATHE I 1ol IIR-YFETHT OMR TG I8 Tfed ST AT awas € |
| 10. Sude gffa gt 6wt w, Friee wav-u= % g8 2 R afwigi wem s |
| 11, gt 7o oRQ a1 feefl woR i wemar S0 a1 W a1 e % Fea e awa
AT TNETae B AT WIS AT AT HIE 3T FoFITeIeh STV Hfeer /START el g3 Iram T, <l
e & Fremfia = Ran smam ok 5% sfifea Serors wdard & forg o sl @ |

PART -1II 70 3%

1. Section-AT 14T | WA G 1 AT 2RI IV T A fhei 2 H ST R |
2. Section-B¥ 5-8 T3 & | Tv7 GEq1 5 HHER R A W3 WA A A FFR 2 HI SRS B |
3. 39 Tl # Bigwt Vel =l mem g ], el 3 ST e ISt W
2 | =g wtemeff e Rt mem € g @, 3t ferdt o S oan 7, o sEe e
e T 3w v et T BT | —
4, A Ruafomt TR 1 Wi ur SRRt |
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