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(t) This paper is divided into ttt-;o Sections, Section-A and Section-B.

i vn.rd A <isi d furi$d B, rde-n *< rde-s t

(iil Each Section contains eight questions.

,46Eisit sn6sFIil

(iiil A candidate has to attempt twelve questions.

cs ctsTr$ * aRE xii *l rfi ftqq il
(iu) Question Nos. 1 and 9 are compulsory and out of the remaining, ony

ten are to be attempted choosing Iive from each Section.

yr{' riqr r * s 3iM t S{ its wii it n ffi 6 *r rtr fts{r t, s+s EjE

t qfs-d'q pll6] 5o *-r+ f t

(u) Question Nos. I and 9 consist of fue parts each. Each part will be of
6 marks. Word limit will be l5O (in relevant subjects only).

. e{q riqr r frt g* cts-qfq r+rq tr rr&+ lrrrr + fts 6 3i6 Frqlftd il rrq {iqr
,so*6 frfrd t (H" {r{d fru{1 ;1;,

(u) Remaining questions will be of 14 marks each.

isyl-c r+ eiqit*sfrlIcfit
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SECTION-A

d+a
1. Answer the following questions :

ffifudys-$*Tnr{fus,
6x5=30

(a) "Herbert Simon's theory carr be termed as the second-generation scientific
theory of management of organisations." Give your opinion.

"r*J qnqc t fudrd, ri,Tdii t )der-{ + frq Wt +.4 + ffis fu<r;a 6t qr {s+
tt" er.nr Sgrq {frqt

(b) Ma:-y Parker Follet's ideas of 'authority belonging to the job' and 'leadership
by function' mean that leaders should believe in 'knowledge is power'
instead of believing 'power is knowledge'. Do you agree with this
statement?

nn ffir stz + '6rd i {idFrd 3TE*.R' 3ft '+.d ERi tq-€'+ ffii sr 3rei i fu
+driii +i tdrdrq our qGs fs'rn nfu i' qerq ft 'nfu m t' r wr sTrq yq sen
i rsqa lt

(c] Explain the components of employee resourcing stratery.

6ffi'{€rqc *ft + 3rerdi ql qufq fifrqr

(d) A compatry expects to have { 37,5OO cash in hand on 1st April, 2079 atd
requires you to prepare an estimate of cash position during three months,
April to June 2019. The following information is supplied to you :

Months Sales

t
Credit

Purchases
t

Wages

?

Factory
Expeases

t
Offlce

Expenses
t

Selling
Expenses

t
February 37,500 22,500 4,500 3,750 3,OOO 2,250

March 42,OOO 24,OOO 4,875 4,125 3,000 2,250

April 45,000 26,250 5,250 4,500 3,000 2,625

May 60,000 30,000 6,750 5,625 3,000 3,285

June 67,500 30,000 7,125 7,000 3,500 3,500
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w rirr6{ r eT}€, zors *1 Erq i r sz,soo {'R {sfr t 3fr{ 3ri-d n W 2019 *5

5- a, * + n* qrrfl * 3ffieln 61 3{clq drri + ftq AqR rd} d *-6ff t I wq-+1

ftHWqrn{'}fodffT€t ,

Otherinfotmations:

ef,ar5fiId,

(rJ Period of credit allowed by suppliers is 2 months'

q<tq{73TlXffi 6P :trn ff arqft z qrc n-* tt

(ii) 2Oo/o of sales are for cash and a period of credit allowed to customers

for credit sales is one month'

f+rq zov" wrq * ftq t Sr ssR f{sq + fdq rE"1 +1 * qp5 66 qr+reft {
'ri ir

/iiii Delay in payment of all expenses - 1 month'

sS qS * g'rdq i tt - 1 cr€ d-sl

(iu) Income tax of { 28,250 is due to be paid on 15th June' 2019'

gn+*r fi < 28,2s0 ff {fu 15 W, 2019 rh1 Urr{rc fi qI* tt

(u) Thecompany is to pay dividends to shareholders ald bonus to workers
'-' of { 7,50b and < rl,iSO respectively in the month of April'

q,qfi qi erio crE fr iqrqrtqi d sqq' t 7,soo arqi{r 3il{ 5{qt(q1a1

{ 11,2s0 or dqs t{r ?t

The plant has been ordered to be received and paid in May' It will cost

t 30,000.

wiz +1 crg ql+ *r 5'r-trq m} 61 3Twfii{r d fr t I wil $d tq nfu < 3o'ooo Afi I

xeargcucat/4lA " 
t"'"'O'

r'd
6rsd

?

Erqtfiq
Elsd

fofiq
sd
{

qr6 .tufi

{

3sm
q&
t

qrfteltr6

{

sreft 37,500 22,500 4,500 3,750 3,000 2,250

{d 42,OOO 24,OOO 4,875 4,725 3,000 2,250

31ild 45,000 26,250 5,250 4,500 3,O00 2,625

tri 60,000 30,000 6,750 5,625 3,000 3,2a5

w 67,500 30,oo0 7,725 7,O00 3,500 3,500



(e/ Lifestyle Ltd. needs t 6,00,000 lakh for expansion' The expansion is

expected to yield an anrrual EBIT of < 1'OO'0OO' In choosing a financial

pti.r, lifest5rle Ltd. has an objbctive of maximizing Earnings Price per

share. It is considering two inancing plans i.e. issuing all equity or

issuing 40% equity a"alOy" debt' The current market price per share of

the hrir is t 20. The funds can be borrow ed at l2o/o rate of interest p'a'

Assume a tax rate of 4Oo/o' Determine the EPS under the two alternatives

a.rrd recommend the best financing plal'

qtq$€r{d frft2s *t frRR t fts < 6,00,000 ff 3Trd{{sdr t I w f{FRq i slftr6

{ft{r{E (EBIr) { 1,oo,ooo vrg A} ff s*q ir qdF tdsq +q-{I6} E{i } frs

"n**wmt=6rq{3t{sifd6yftiq{opa}31fu+anf+qrqrqraaf{frq*q+refiqrt*qnmGtrsSEMdqrtirGIIqI 40% EM *{ 60% ;rqqfi

orqt t {ierH 6r {dqH qMR {s vft tq{ < zo i r {S r zv" erv < t srqR t-3qR

cr d qr E*-fr i I tw or < +ov" a-* cH dka I aql M i eps ftqlrq €frq

3fr{ q-.ildq ffi *s{r ff rcrrt {ftqt

2. (a) Whatis the basis of risk premium that is used in the CAPM? What drives

the risk Premium?

cAPM t sq*rr tsq qrt era ttr fifrqc 61 3{TtIR ffir i ? t€ mfrqq d qh ffi
*rmti

(bJ The following information is available for the call and put options on the

-qqfiq 
3fl-dfu tqr6 fr)

ttr {frd <
q*r-rq" {*
Ris{fr

lxe

iSIFT 5-c

3

lOo/o lO"/o

{50 {50
<60

<2

<60

<16
9

Determine if the put-call parity is working'

Mftd fffrq fdn 5z-6id €c-dr 6rc 6{ {E tl
Maaagemcat/41A 4

The following information is available for the call and put options on the

stock of Zenith Limited :

ifterftlFte *€fs c{ oi.a *tgzffi }ftqFrafufua qr++Tt sq-sqi :

Time to exPiration (in months

Risk free rate
Exercise Price

Call
3 3

lOo/o 70'v"

t50
Stock t60 t60
Price t16 | <2



g. (a) A manufacturing company makes a simple kitchen appliance' An analysis

of their accounting reveals variable cost per appliance :

Variable Cost <20
Fixed Cost < 50,000 for the Year

Capacity 2,000 appliarces Per Year

Selling Pri'ce t70

q6 3gEq/ftqfq q-qfr rfr$ * qrqrq gq${q qirft i r rc+ esisq q.r ffiqur' efr

3lr5{ur qk{+Sq errd <{rfdr t ,

qfrs&frq arrrd <20

f+Fqrerm T so,0o0 q{ lT{ * fqq

SilIdI 2,969 3.rs{q sfd s{

Asq Xq t70

{i/ Find the break-even Point.

i+-g++ qfiz (eu-3r-fiFrl ftFa qmEit

(irl Find the number of appliances sold to get a profit of t 30,0O0' 2

< 30,ooo aN vrH 6d t fd{q frffitr 3q6{qi fi {wr {dr$l

(iizii If the company can manufacture 60O appliances more per year with
an additional fixed cost of{ 2,O00, what should be the selling price to

maintain the profit per appliance as at (ii,f above? 2

uft *q-6 v6uq 600 3Tftktr srmql s-{re t 3*{ Yst faq srfrff..r frFqa arm

t 2,000 i, A nft 3T6{uI *fi fr sc{ lir it ft{qtqr T ql i dN qft 3T5{uI Ecrq

{s} + ffis f6rfrq Xq Hr Arn?

[bJ A manufacturer has planned his level of operation at' 5Oo/o of his plant

capacity of 3O,000 units. His expenses are estimated as follows, if 5O% of

the plant capacitY is utilized :

lri,l Direct materials

(ii/ Direct wages

8,280

1 1,160

liirJ Variable and other manufacturing expenses

(iu) Total fixed expenses irrespective of capacity utilisation

3,960

6,000

5Haaegcmcat/41A lP.r.o.



qs vflr(s i so,ooo56T*ii ff 3{Tfr risia qrrdt S so"t" qr 3rc} {srd-{ * mr ff
*q-{r q-{r{ i r J{t qd q} trA 3rJcrfud i, qR wre fi qTrrdr .ff 5s%" 3q*rr tsqr qrdr

i,

The expected selling price in the domestic market is { 2 per unit. Recently
the manufacturer has received a trade enquiry from an overseas
organization interested in purchasing 6,000 units at a price of { 1'45 per
unit. As a professional management accountant, what would be your
suggestion regarding acceptance or rejection of the offer? Support your
suggestion with suitable quantitative information.

qt(elqR t ril{Iq tdsq {fl vft Es-r$ < 2 tt Erm 6 d silr{6 t r'+ frhft vftuH

i \rs qrqrks Ts-dr6 fi ffi 3r-${R 3-{ii < 1 . 4 s vfr {+.r{ 6, o o 0 {+-r*ii 6l Et-d
it :roE fqor,qr I \* i*qr vqxrc frtrqtqr6 61 I crt qs vwrq ff *5 vt 3ft4
6{t + tds 3{q+ Hr Egrq ta uv} gils qi vl-gtn rmnflFr {il{r3ii + qrpr qqelq

fifrsl

4. (a) "The buying centre concept presents a major marketing challenge". What
does a business marketer need to learn to deal with the challenge
effectively? Define a buying centre and the major roles played by members
of an organization in the purchase decision process.

..|dss +< ff srq".rRun \rs sgs frqqq g-+fr T<d 6rfi it" Vs g+fr ifiI {trFtt
yr+r+flrffi Brr n *ri fu qs qrqR fr*-m +1 wr ffi ff E'sr-a t i qs fq-sq +< fi
qforw Afrqr qs vftBH * E{-q Froiq vBqr q{ w* sqs 6fq-m rlk+l iil cI(FI

6.rti?

/b,) As the marketing manager for your firm, you have been approached by
your key component manufacturer suggesting that out of your two Iirms
one should 'ingredient brand' a new item. What are some of the
requirements for succeeding in ingredient branding? Explain the concepts
of product-mix with dimensions width, length, depth and consistency.

erq-ff u{ 6r qrtfrrr +}qi ai + nt, enrsr gq s-ul roq* sirq-*1 qt gsrq til i
3Trq-fr a-fr sd t t trs B1 ss c$ qq fi 'qifs\iz Er<'6r+r qrRst Aftt ErRT

t s.6-d At fu E-6 arqrq-wn( wr t t vts*e-ftw ff $etTnw3fi +1 sr*t{lq fdqll,

+,q, t rr 3+{ q'Rr*fr * q'Pr qFid ffftqt

/, !-scT qHD-si 8,280

ii, vdrqr *xqfo+ 1 1, 160

f,i, ckdt{{ftd *r 3i-q-firqqqd 3,960

[u/ HrdI 3q+{ + qrdd( 5,d fiFdd Ed 6,000

Manageneat/41A



5. (aJ Discuss some important issues to keep in mind in training, appraising
and compensating international employees. 8

3rffi+ sffi t yRrqq, Kqisq *{ garai m fr-+n o.d + ftq 3;d n-{€Wi

gqt c{ s-ct stt

(b) "Wtro should do the appraising?" Explain how would you use the a-ltemation
ranking method, the paired comparison method and the forced distribution
method. 6

qqifi ft Fi 6{n qrfu z e-dr{q ft o* 6*6 ffir w<fr , gfua gr+r u-cfr *t *tCs

f*cor c-6ft EI grfrrt A* dit

6. {YZ is planning arr expansion program which will require { 30 crores and

can be funded tlrough one of the three following options :

xyz qs fdRR srfu{ *qql q{ qlq 6t G i, frffi+ fdrs < so 6te ff amv+*-m i *t
Frqftfua frq vrefts-dr3+ i cd fi c-ss i tS fi q*en a q+-fi t,

1i./ Issue further equity shares of { 10O each at par

{M iq{ cfr < 1oo + frcrq i {q{€ qr qrt q-€tt

/ii) Raise a 1 5%o loan

15% Xur tr.dlq

/iiil Issue 127o preference shares

12% istq tqr qrfr 6f{r

The present paid up capital is { 60 crores and the annual EBIT is ? 12 crores. The
tax rate may be taken at 5O%. After the expansion plan is adopted, the EBIT
is expected to be { 15 crores.

q-fcrr !-<t t"ft <606+q i 3ft qrN-6 EBn < 126i8 itttr<{ sox frqws*'mtt
ftRRq *.rfrc *1 u-tor 6d * erq, rilTlfu( eerr ? 1s Ets Arftl

Calculate the EPS under all three Iinancing options indicating the alternative
giving the highest return to the equity shareholders. Also determine the
indifference point between the equity share capital and the debt financing

[i.e., option /i/ and option 1iil above]. 14

ff iqarr*l *1 rqtq M }ffi fu+-e *.r rita tt E+ {tff frc ffisu ks-cit }
n-dd tffqF ff,rqcl dr Efu-E iq{ tfi *r xq ffisq tsl+ sci-fr fds-fl f, 3fr{

fus-fl fid + *q -qr$-{dr f+g S futfta +tt

Iraegereat/41A lP.r.o.



7, (a) The balance sheet of Sushil Corporation at the end of year n (the year
which is just over) is as follows :

({ in millioni
Liabilities Assets
Share capital
Reserves and surplus
Secured loans
Unsecured loans
Current liabilities
Provisions

50

20
30

25

t2
5

Fixed assets
Investments
Current assets
. Cash 4
. Receivables 12
. Inventories f0

110

6
26

r42 742

gvft-d Eilift{H ff "q{ ff uffi * qE +A;q rfu (q{ + 3ffi-3r$ E-€ $Tr t) ftq

(<ftk++ fr)

Srfr€ qqfr
iq{ tfi
{{Rid 3i{ 3Tftr+s

gdkt x'r
ergdka xur

e-+cn ffisi
YIETUTFI

50

20

30

25

72

5

RR tfu
fr+{T

{dqn ttc
. {.ra 4

. yIH+q Q

. €i*.fuctq 10

110

6

26

742

The projected income statement and
given below :

the distribution of earnings are

({ in million)
Sales
Cost of goods sold
Depreciation
Profit before interest and taxes
Interest
Profit before tax
Tax
Profit after tax
Dividends
Retained earnings

250
160

20
70
10

60

18

42

10

o:

8Maaagcmcnt/4lA



3r-Jcrftd 3Trq fudrur *r enq ql t+c<or *i ftqr rrqr t ,

1tftfum fr1

f+*.q

6g6srqnffffrd
rfcq-6[s

250

160

20

70

10

60

18

42

10

32

qrs dt{+.rti.rdam
qM

*t ti i qti arr
i5t

or sil-qrqfr**-*
mrEi{r

yft'qftd 3cr-dc

During the year n + 1, the firm plans to raise a secured term loan of {10
million, repay a previous secured term loan to the extent of ? 18 million.
Current liabilities and provisions would increase by 10 per cent. Further,
the firm plans to acquire fixed assets worth { 4O million and raise its
inventories by { 2 million. Receivables a.re expected to increase by 8 per
cent. The level of cash would be the balancing amount in the projected
balance sheet.

n + r srm $ t{rq +qS t r o ftfu+q *.r frrd{ zd i+{ qr+* +r+r v6fr t, 3+{ Xidff
ftrfltC dc * < re ftfrfi 6r i q1 3il-EI 6FII qrff tt {dcn ffiqf si v'rdtTn

1 o vft{rd dm EG qr+ t *{ fu{ sd fufi-s ttc ql {qft ffi fiTd 40 ftfuT{ t,
41 3ifuq-6"r s{iT sr-6fr i *t sq* {ffiq 61 z ftk+q d6 {dt} fi *sTr {{rff i t

vpn ii s vftsrd (s fa A r6a 3, 3rEnfi-s +S{ $z fr i,r6 sI Rr +dfuIi 3T{t1iz

it
Given the above information, prepare the following :

sri-fi qil{r3it * arnm c{ ffifud tqn +t,
(i/ Projected cash flow statement

s-jcfidi6-{vdr6 fteq

/ii/ Projected balance sheet

3r-jcrfra ++q{fu

9hargcacat/414 lP.T.O.
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The following Iinancial information is available about a project :

Cs fri€ + frqq + ftq ffi r{s=rr( 3rf,er t,

Year 1 2 3 4 5 6 7 8

Investment 3.60 ,.1tr 2.70 2.25 1.80 1.35 0.90 0.45

Depreciation 0.45 o'45 0.45 0.45 0.45 0.45 0.45 0.45

Income before interest
and taxes 0.90 o.95 0.80 0.85 0.90 o.70 0.85 0.80

Interest o.30 0.30 0.30 0.30 0.30 0.30 0.30 o.30

Income before tax 0.60 0.65 0.50 0.55 0.60 o.40 0.55 0.50

Tax o.72 0.13 0.10 0.11 o.12 0.08 0.11 0.10

Income after tax 0.48 o.52 0.40 o.44 0.48 o.32 o.44 0.40

s{ 1 2 3 4 5 6 7 8

lq*T 3.60 3.15 2.70 ).c\ 1.80 1.35 0.90 0.45

{€-dI'{ 0.45 0.45 0.45 0.45 0.45 0.45 0.45 0.45

qrq *tmt
q-ed qr s+rq

0.90 0.95 0.80 0.85 0.90 0.70 0.85 0.80

q[q 0.30 0.30 o.30 0.30 0.30 o.30 o.30 0.30

6{Aiwiqr erq 0.60 0.65 0.50 0.55 0.60 0.40 0.55 0.50

6{ o.t2 0.13 o.10 0.1 1 o.t2 0.08 0.1 1 0'10

6{ 3i-{flfr t erq slq 0.48 0.52 0.40 o.44 0.48 o.32 o.44 0.40

Compute the various measures of accounting rate of return.

friq ff 3ffidtl <{ + ftFrd 3'nq} ff rrsr+r fffuqt

8. /a,/ Why is it important for companies to understand cultural differences
and nuances before entering a foreign country's market? Describe the
factors that might draw a company into the international arena.

*qfuit + ftq qE r-ddryl H) ? ts i frnfr fthft erqn fr van *.{t t c-{e siqks
3r-d{i ofrr qrtH 61 sc-slz s{ +.RUil sr qslq fifrq + \rs q.q.ff + 3l-<<f$q A?

i i-dfi + ffis 3fl6ffid 6(fr i?
(b) Wlry is understanding the consumer post-purchase evaluation process

important to marketers? How can marketers control cogrritive dissonance?

ffi+l * st-q q{sr({trmq vFsqr d {rrsmr fr *-dr + fr s ei cE-d1l t i fr }-dr fus

ilE i {i{rq?rs 3nirrftEi d Fsffa oft ii

tuaaageuent/414 10



SECTION-B

ri+s
9. Answer the following questions :

fr-rfufua wii l str fifuq ,

(a) Yo., are consulting with the owner of Better Fitness, a nationa-l chain of
grms. What strategies might Better Fitness use in applying information
services to achieve a competitive advantage?

3Trc'+.{ mq' + {ile-s i clTcsf 6t G i S fu il ff W {rgq ztiar t r qs-{ +{aj
+ Fei t {sfr Es 6tq-S frftqf }c{ fru+€ sq+q 6{ e-*t i nrb rq sqfrq-+ arq
vrHast?

(b) The annual demand (D) for an item is 240O00 units. The ordering cost
per order (S) is $ 30.00. The inventory carr5ring cost per unit per y; (H)
is 30% of the cost pricr (C) of the item, that is, H = 3Oo/o of C. The vendor
has quoted the following costs (prices) per unit :

\rs {q ff Erffi6 cfrr (o) 24oooo f*rqqi ir yft srr& *r 3rdih {e (s) $ 30.00
it vft 5+'r{ yft {rd fi SM e qr} ff drrrd Xs (c) nil 3Trfcc ff sov, t, $ t
H = 30%t +€{ t yft E*.r{ + ftq drrd Xq +1 rqa fqqr i ,

Price 1 : $ 2.80 for order quantity less than or equa-l to 29,999
I(€q 1 : $ 2.80 3Tr& ff qr*r *q rrr rFrFT 29,999 + ftq
Price 2 : $ 2.77 for order quantit5r 30,O00 and above

(e 2 : $ 2.77 3TrCT ff cHr go,ooo w qEr $ ftq
Based on the data, ma-ke tlre quarrtity discourrt model.
yq +a + erttm vt cnr Eu irs-d <+r{ql

lrcl Assume ABC Ltd., a national chain of budget healthcare crinics, is creadng
an information system that will arlow patients and doctors at participatin!
franchisees to communicate online. The goal of the system is to a,lro,J
doctors to respond to minor health questions quickly and more efliciently,
saving patients from unnecessar-y visits to the clinic. This will be a majir
procedural change. What steps would you recommend to this
company to ensure the user acceptance of the system?
qn d ae c ft fr ls qs clre fu fu -ffi +< ff {r$q {q-dr i, *r rc q* q-++ tx qa6
i + nFrqi sfrr frM 61 3rrffrqq q{ d}qur * foe,TFr a} ere ffi + €q
fr *r{qfto tr Es yund +,r stlq sr€t *} qrqrqdq Hrezr {iddi €qRTdi 61 6d *i
3Tfu* Iqrfr & t qcrtilq *'.ccr t, ilfu qffi *1 st-{rfl{s fr{ ct fufi-s * q6-{ c
arnt q3 r a6 q{ffi t q6 c-d-dryi cftFd{ Afi I E€ wnd sr q**vr *1 *rr* **-r
e-{r} + tds 3Trc srrff 61 +{-t q<c -6rl } gilq tii

6x5:30

r---lcacot/41A l1 lP.T.O.

7



-/d) Aggregate production planning seeks to translate business plans to

'*' oiSi^tlo"ur decisions' Justify'

qq.-m Tc{r({ Aqil, qqlil.Httt *1 fiqm ftuiq} n q<drl sr{fr tr a-&im

qrqr +11

/e) Explain- the static effects and dynamic effects' of economic integration'

' ' what is the differe":;;;;""; trade creation and trade diversion

resulting from economic integration?

3Trtrs q6-*<q i Rn !1fl-fr ft {Rnfrd vqrd ff qd-+t 6tl qrqr< ffq 3ik qFTIt

A= t *Pf* am"* * qnq dffi siil{ d se dt

10. tal A fi-nn Produces three Products M'

'"' -"i"tiur" R, and R2' The unit
materials is 

-shown here :

/V and P. The products require two raw

;o;t;;; jnd total availabilitY of

q{ u'{ frq 3ilrq M, Iv 3tR p q-{rfr i r TflR d A a.e 
-o* 

*' *t R2 ff 3{r{{{6'il

i; rft *ti ;."" 3tR stcfi ff gn tq-ewtr fra ftsri T 4 A'

""" ""***" 
t-*ed to produce a unit of M is twice as that of product

N and tr,ice that of proauJt?:*::l*: ff":?:*T"."Tffi::1",flffi:;N and thrice that or product t;;:j:";ii.ilJ?r.* r,"" contract to supplv

ffir"ii113::Ht"1';::.:H:";'#ii-^"a 'oo.units 
or product P and this

sets the minimum p.oa,r",iorr*r*ets or *re three products. It is further

desired that the p*a'"titrr'i?rtr "i'""ri 
u" *t"" t" iu'gt as the production

of N.

faargcncat/41A
L2

Product AvailabilitY
Raw Material

5,960
R1 ls 7.000
R2

Unit Profit <80 { 120 I r150

e6*-At I

i6=[ qlel

<80 < 120 < 150



M ff qrs {6d S 3ilr(c + ftq rc srrq 3ilK N 6-r a S'TI *< e-€K e m d-+ 5on t t

sfuSt ff dsr :iqrq M fi t,soo {+r{q} *1 q-{r} + fts cqig t r q,{ serq u *t N

# +oo wrsq] ff 3TI$ + ldq Efue-d i, Sr s-srq p * cs Fc t eoo lsr*it fi
3TrXffi gfte-< i *t q-d frit :-{rd or sdfrq rdTK{ R{ d ftitftd mrm ir qt S
qifud t F rrr * rsts N * wrs i i 59r qr<r A-{ qrfrsl

Formulate this as a linear programming problem with the objective function
as maximization of total Profits.

Ei r'* tlt-* ffi'r qq{qr fril{fr err&frq rie{q 5m em w wifu+ * sq t i-qn

otr

(b) (i) Wt^at is the difference between standardized and unstandardized
coefficients in regression analysis?

qid,rcc Ms"r i crq-fi-{f, 3ft tdq-mc {qis + *q wr eirr il
liiJ What do we interpre! from the following standardized coeflicients for

a specified model - Achievement : f (interest, engagement, anxiety,
gender)?

1'* ftRru cild + tcTq cn-fi-fd gqiai n Ec RIr qlqr q-G i -sq-o& 
: r

1sfu, dan-m, fuar, fti,Da

+i f<.rq qnuft ii qctcftq iBffi u} {T$r5{ :

[iii,l Interpret the collinearity statistics given in the table below :

Un-
standardized

Co-
efficient

Standardized
Coefficient

p std. error Beta t Sig. Tolerance VIF

constant 19.83 4.498 4.408 <.001

interest 0.314 0.098 0.341 3.787 .oo2 .813 r.237

engage o.377 0.105 0.32s 3.O11 .004 .810 7.235

anxiety - 0.165 0.136 -o.t26 - t.22 .227 .875 7.142

Gender-id o.470 0.575 0.081 0.818 .4r6 .948 1.O55

3TqH.5 luns clc-fi-Sf,5uris

p €. qrt *a t frq. zffi{ ftTr$\,s

RRFi 19.83 4.498 4.408 <.001

izt€ 0'314 0.098 0.341 3.187 .oo2 .813 1.237

ci-q 0.317 o.105 o.323 3.011 .o04 .810 1.235

fuEa - 0.165 0.136 -o.126 - 7.22 .227 .875 7.742

+$_3Tri6 o.470 0.575 0.081 0.818 .416 .948 1.055

2+3+3=8
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ll. (a) What are digital goods and how does the internet impact the market for
digital goods?

frkcd qq{ qfl t Sr f+q d{E n reftc ftfrra eq * er$R 61}qrkd 6{-dr i?

(b) You are starting a market research company with a single business
partner and are plalning the hardware and software needs for the two of
you. Which factors should play into your decision of how much to spend
on these investments?

qs qrqR qrrfl-qT * qrPr enq f'* cr+c irq-J cpq-ff en{Ill +G qr& i 3iil{ Er€iqt <qr

€ffi{ qsrd}, +ii * ftrq +q-{r q+ G ir yq ft+{it it fs-d-{r ed crcr qrBs, {6
lqrfda fi}erd *nq dc-t ii

12. (a) Transaction exposure can be hedged but operating exposure can be
managed but not hedged. Comment.

ffi swmq{ *} te f6qr qr Es-dr t c{ 3rictfr'r \'ffi+fi +1 ydfuo o< s-st i fu-{
tc i-S 6{ u*-tr a+cfi ftpuft fafuqr

(b/ Assume that economic conditions of Fralce and Britain are almost the
same and so are their social and cultural values. A basket of goods
representing the same utility in both the countries is costing e 12OO in
Britain and € 1800 in France.

cH dfrq fs l6r;q 3ft fctr ff ffi sqen{ ttrnil qs iS i, ft *{ en 6 s{-ff
{rcrks ft siqfus cr{(s St stfi H d r'+ it srcH ff qd6 +S BrfrFrdr t,
frqql {e &tc fr e 12oo *( Frq fr € lsoo tl
(ii Find the exchange rate of the two currencies according to PPP.

ppp+ 3trJqR i-ji gfldl u1frftqq < yfrr 6it

/iil If the actual exchange rate happens to be € l.4O /f,, which of the
currency is overvalued and by how much?

sR srwfus ftftqq <r € 1.40 /s i A dr-fr grr +r {€ 3rfu6 i St fr-a-+r i

/c/ Let's assume spot exchange rate on loth Januar5z is < 55.00/$. An exporter
is expecting to receive US $ 10,000 on 31st March. He is expecting US $
to depreciate and expects it to fall by about 5% in this period, whereas
realization of less than { 53.OO/$ would cause a signifieant erosion in
his profit. A European put option maturing on 31st March with a strike
price of t 54'00 is available at a premium of { 0.30. 1il How should the
exporter hedge his receivable? (iy' If the exporter hedges, what would be
his rea-lized exchange rate if on 31st March, the exchange rate happens
to be either of the three - < 56.00, t 54.00 and t 51.0O?

Maragement/41A L4
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6
cH e fu 10 sc-dt 61 Eii ftftsq q{ < ss'oo/$ ir qs tHtils *} us $ ro,ooo

sr crd *1 ftrd+ ff rime-{r At +5 sffiq 6ffir i fq us $ sl Fq-6rs A{r *{ sqil

sy" * trrr*e ff ensfi {sdr i, Ee vm *ro t ue < ss'oo/$ i 6-t 6 eqff set
qq fr e-goix t-* *.fr qr unq cl,ft r cs zlftfrfi 5z a+r'qn s r cd +1 H{ 6d fi
i sqfu <r5s {€, < s+'oo * +nq < o'so } frfuqq qt 3qf,el } t 6 ftuln-* +lq} yrs

qr tq ArA 6{ {6-dr t t rra 
qR Ma-* tc 6rdr i fr gs-ff qrwkfi fr fr{q < wr dfr

qG s r crd d < so.oo, < s4'oo *r < s t'oo frc] i t q* d v*-fr i i

Do you think privatization and deregulation will help India grow?

igr 3irr crca i fs ffi6{q 3+r 3{tsfi-{[i t qrra } fu6.rq it c-qE tr&'fti

What are some issues with Modern-Day ryber laws in India?

rrRd ii 3Trgft-s orrer ftqrii fi 5o xgu qq-sr( flr {r

14. (a) Compare two major approaches used to translate foreign currency
financial statements and explain how translation gains and losses are

reported under these two approaches.

frhfl grr ffi tdd{oii Er 3rJeR qG * tq sqd'r H qrm it a vgs

fi go+ fffu< r + $ qulq fffuq f+q d{E i i q<flq ic A+ €ffi + R-6d dFI sI

rrfr*r+nqc+tril
(b) What individual characteristics and qualifications should a company

consider when choosing managerial candidates for foreign assignments?

Wtrich one do you think is most importaat? Why?

qs 6q-* *1 frhit t tlq{ + c< qt ft5fu * foq vr*n ft*q i *1c-* {"ne-d *
+'q-drcit qt ffie q{ t{r qrfrqi onq * e-gun q-qf crdwt dlq-{ aql qrfds?

wli

15. You have recently been appointed as the chief manager of the finance division

of GNR Corporation. GNR is a diversified company with three independent
divisions : Metals, Real Estate and Finance. The company evaluates the
performance of each division based on a common cost of capital which is the

tost of capital to the company. Being a finance person, you are unable to
appreciate the logic of a common hurdle rate when tl.e business profiles alld
risls involved of the three divisions are so different. When you take up the
matter with the corporate office, the wise men there decide to use your
finance expertise to the company's advantage. They ask you to work out
separate costs of equity and hurdle rates for each division and send the
report for approval of the board. They also ask you to list out the various
measures that can be adopted to mitigate risk.

8

L3. (a)

(b)

4

4

l=6
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snc Erd A + cNR *T{frkn + ffiq fdd fuTrr t *q t}q{ * l-q c{ ftgfi ftq rrs t r u-€

frq €f,? fuTFil + qrq qs frEci-fd 6q{ t | frc Fiar ftlTrq t tng{, rr+q ffvr dr ft-r r

sE+ !-+s fflTrrr t ql{ ql Tqis? qs srqrq apn qr ccff i sil f* ury6 6 51 a,
erra t r w fur qqxft qtc-d6-R fi * cr<q gnc F€ ilS ff dRr-*-m 6 gtr6cr +S +r qrt

t fu *it Aqrn + qrqrk$ sqtqr s,: *fuc sfirr-wo'r ii t er*q1 qrqrq qrqr <{ q$
6 t t w sTrc Fq frrqq d gq qqqrfufi *lqiaq a-+ t qri i, * mi * qrr*n SkcH
qfu 3Trq-*1 6ryfi ff S{ dr6 + ft q 3Trq-6 ffiq €TsErt *r gq+rr 6rcr qr6+ t | :Hrq-S

3ffiq 3rflrr ERA erm Sr cto te y+s fuTn + fds iqn or stg fi ffi + ff,s ir*J
t)-qi 61 sEt tr *fuq *) c.c i qq {q+ } fuq i 3Trq-+1fcfud c.fli q+ {+c-c q.{f +
tuq $ ft{Rn+.ti ir

For the calculations you use the following details :

wmr * ftq enc ftq fud{q q,r q{Er{ ur u+t i,

Exhibit 1 containing the latest balance sheet of the company with division-
wise break up figures for assets and loans.

limEz 1-6qfi fi T+rdq 3fr{ Erfuqr ++{ {frc, {qfr 3fr{ xur * }*sfi * qrerr

Exhibits 2 containing summarised financial statements and other details of
three companies, Vajra Metals, Saheja Realty and Maxima Finance which
are typical pure play companies with which the metals, real estate and
finance divisions of GNR are respectively in active competition.

cdfu{ 2-{ifu H ffi{ kd{ur 3ft fi -n sqM * { fr }e * urv {s +r€, s-sr fui-cA
3fr{ f fucr q'r+{ * fr fu*-e ga yft utc i, Rrq+ qFr +c(, tsi{ \'+c *t tq-d fr qFr *
ffi cNn* 31ttui, sBqyn*nmti,

The risk-free rate currently is 9 percent and the general view is that the
market risk premium is 1O percent. The corporate tax rate of 3O percent is
applicable to all the businesses.

$fuq g5 a +&n it s yft{rd i *r ern qnun i t fs srqR *fuc Sfu{c 1 o yfr{rd i I

30yPd{rd fi 6idt-c 6{ < €S ffis qr artd-ff ir

rfenagcncnt/41A 16



t. Shareholder's Funds 6000 . Fixed Assets 8200. Capital 900 Metals 2600
. Reserves anil surplus 5100 Real estate 3800

Finance 1800
. Loan Funds 4000 . Net Current Asset 1800

. Term loan Metals 800
(12olo interest) 2500 Real estate 400
Metals 400 Finance 600
Real estate 1200
Finance 900

. Working capital loan
(15olo interest) 1500
Metals 600
Real estate 500
Finance 400

1000 10000

Exhibit 1

Balance Sheet of GNR Corporation

q{+fue r
*grernuRdfuHff++{rflz
t t

. *qr d-"sr *r.ie 6000 . {PnSiiqM 8200.tfr 900 tIIg 2600. ndkt *{ 3TRrfrq 5100 ftq-d €e 3800
t{a i800. xur f{fu 4000 . fue-tqrcffi 1800. erqfuxq erg 800

(12% qrs({) 2500 kd \Qz 400
+c.fl 400 fur 600
ftq-f, \€e 1200

frd 900
. mdsftd.ri$xrr

(15% q',rfi 
) 1500

+z-€ 600
ftu-d \n+z 500
.s-
tqrl 400

10000 10000
Maaagemont/4lA L7 lP.T.O.



Exhibit 2
Finaacid Data for the three companies

qrdfuc z

ffiuo6q1616'lPgo
es qrE/+.€ sisrM tfuqr Ergiq

{qrfr {iqfrqf ? 4300 < 6800 < 2900

+ce-tqn {cfr < 1300 < 800 { 1700

5600 7600 4600

isr{+fudf, ( 1400 { 1300 < 1000

{{kd 3fr{ 3{Ns ? 2600 t 3800 ( 1200

xqftfu < 1600 t 2500 7 2400

5600 76A0 4600

ti-{. < 7200 t 4000 { 3200

fuarq t 800 500 300

skEd-a 7.4 0.9 0.80

You are required to answer the following questions :

emq-*t fte nt't * rtt ti i ,

(i/ lVhat is the cost bf equity applicable to the three divisions, v2. Meta-ls,
Real Estate ald Finalce?

d-q] ffisit ct er'lEffi ff erra {I f, qq fg6, tq-d v+c sfu fdd ii
/ii/ What is the cut-off rate (cost of capital) applicable to the three divisions,

viz. Metals, Real Estate and Finalce? 14

ffffiqqiio-c-sistz (tffffepra) sqti, ssrT+.€, tq-dgez *tfurii

Vajra Metals Saheja Realty Maxima Finance
Fixed assets < 4300 ? 6800 < 2900
Net current assets t 1300 800 t 1700

5600 7600 4600

Share capital t 1400 t 1300 t 1000

Reserves and Surplus ? 2600 t 3800 ? 1200

Loan funds t 1600 { 2500 < 2400
5600 7600 4600

Revenues < 7200 ? 4000 ? 3200
Net profit t 800 500 300

Equity beta L.4 0.9 o.80

[enqcrocnt/41A 1a



16- (a) why does a company decide to issue bonus shares when its effect on
shareholders wealth is neutral?

\r$ *-q-fr +{q ict Wlort *.r tror *il 6.cfi t w rtre)esn 6 +iqfr qr E+*r yqrq
a-eet fm f z

1bl critically examine the impact of mergers and acquisitions in the Indian
banking sector.

.*.fi-q +Brr +r& it fudq * 3,fun6ur + vqrq ff qtq errotq-+req-6 sq i fffuqr

***

10
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