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SECTION – A 

 

1. (a)  

(i) (D) 

(ii) (C) 

(iii) (A) 

(iv) (B) 

(v) (C) 

(vi) (C) 

(vii) (D) 

(viii) (A) 

(ix) (B)

(x) (A)

(xi) (D)  

(xii) (C)

 

1. (b)  

(i) True 

(ii) False 

(iii) False 

(iv) False 

(v) True 

(vi) True 

(vii) True 

 

 

1. (c)  

(i) Same or   2:1or 2 

(ii) Aging 

(iii) Conservative Approach and Matching or Conservative and Matching 

(iv) Indirect 

(v) Crowd funding 

(vi) Mining 

 

 

 

SUGGESTED ANSWERS TO QUESTIONS
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SECTION – B 

2. (a) 

Wealth Maximisation means maximisation of the market price of the equity shares of the company in the 

long run. The long run implies a period which is long enough to reflect the normal market price of the 

shares irrespective of short-term fluctuations. The long run price of an equity share is a function of two 

basic factors: 

(i) The likely rate of earnings or earnings per share (EPS) of the company; and 

(ii) The capitalisation rate reflecting the liking of the investors of a company. 

 

Profit maximization is not an operationally feasible criterion because it suffers from the following 

limitations: 

1. It is vague because it is not clear whether the term relates to economic profit, accounting profit, 

profit after tax or before tax. 

2. It ignores the Timing of Returns. 

3. It ignores Risk factor. 

4. It assumes Perfect Competition. 

5. In new business environment profit maximization is regarded as - 

(i) Unrealistic 

(ii) Difficult 

(iii) Inappropriate  

(iv) Immoral 

 

Investment, financing, and dividend decisions are integral components of a company's financial 

management, and they are closely interconnected, collectively shaping the company's overall financial 

strategy. 

1. Investment decisions directly impact both financing and dividend decisions. When a company 

decides to undertake an investment project, it requires funds to finance it. This leads to financing 

decisions, where the company must choose the appropriate mix of debt and equity to raise the 

necessary capital. If the company opts for more debt, it might have higher interest obligations, 

affecting the available funds for dividends. Conversely, if it raises more equity, it could lead to 

dilution of ownership and potentially affect shareholders' dividend expectations. 

2. Financing decisions, in turn, influence investment and dividend decisions. The cost and availability 

of financing can affect the feasibility of certain investment opportunities. If financing is costly or 

restricted, the company might forego potentially profitable investments. Moreover, the level of 

debt in the capital structure impacts the company's financial risk, affecting its dividend policy. 

High debt levels may result in the company retaining more earnings to repay debt, limiting 

dividend payouts. 

3. Dividend decisions also play a role in the interrelationship. The company's dividend policy 

depends on its financial performance and the available cash flow. If the company pays out a 

substantial portion of earnings as dividends, it might have fewer funds available for investments. 

This could impact the company's growth prospects and, consequently, its ability to undertake 

profitable projects in the future. 

 

Ultimately, the goal of these interrelated decisions is to maximize shareholder wealth while balancing risk 

and return. Financial managers must carefully assess the company's financial position, growth 

opportunities, and capital market conditions to strike an optimal balance between investment, financing, 

and dividend decisions. An efficient and well-structured interrelationship between these decisions can 

lead to a financially healthy and successful company in the long run. 
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2. (b) 

 Alternative Investment Funds (AIF): 

Angel Fund 

Venture Capital Fund 

Private Equity Fund, and 

Hedge Funds      
                                                                                          

 Credit Rating Agencies in India: 

CRISIL Ratings Limited 

ICRA limited 

Care Ratings Limited 

India Ratings and Research Pvt. Ltd. (Formerly Fitch Ratings India Pvt. Ltd.) 
 

 Money market Instruments Traded: 

Call/Notice Money 

Treasury Bills 

Commercial Bills 

Certificate of Deposits 

Commercial Papers 

Inter-Bank Participation Certificates 

Inter Corporate Deposits 

Swaps 

 Features of Treasury Bills: 

(1) They are negotiable securities. 

(2) They are highly liquid as they are of shorter tenure and there is the possibility of inter-bank repo 

among them. 

(3) There is an absence of default risk. 

(4) They have an assured yield, low transaction cost and are eligible for inclusion in the securities for 

SLR purposes. 
 

 Yield on Treasury Bills: 

Yield = 
100−𝑃𝑢𝑟𝑐 ℎ𝑎𝑠𝑒  𝑃𝑟𝑖𝑐𝑒

𝑃𝑢𝑟𝑐 ℎ𝑎𝑠𝑒  𝑃𝑟𝑖𝑐𝑒
 x 

365 𝐷𝑎𝑦𝑠

𝐷𝑎𝑦𝑠  𝑡𝑜  𝑀𝑎𝑡𝑢𝑟𝑖𝑡𝑦
 x 100                                              

 

3. (a) 

 (i) 

Working Capital Turnover Ratio = 
16

9
 or 16:9 

 (ii) 

Interest Coverage Ratio = 5 times     

Trade Receivables Turnover Ratio = 5 times     

Return on Investment = 0.40 or 40%    

 

3. (b) 

Net Cash flow from Financing Activities = ₹ (1,38,000) 
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4. (a)  
 

(i) Overall weighted average (after tax) cost of additional finance = Ko = 0.16899 or 16.899% 

(ii) Risk-Free Rate of Interest on Govt. Treasury Bonds = Rf = 5% 

 

4. (b) 

The five basic principles of data ethics that a business organization should follow: 

Regarding ownership: The first principle is that ownership of any personal information belongs to 

the person. It is unlawful and unethical to collect someone’s personal data without their consent. 

The consent may be obtained through digital privacy policies or signed agreements or by asking the 

users to agree to terms and conditions. It is always advisable to ask for permission beforehand to 

avoid future legal and ethical complications. In case of financial data, some data may be sensitive in 

nature. Prior permission must be obtained before using the financial data for further analysis. 

(iv) 

Regarding transparency: Maintaining transparency is important while gathering data. The 

objective with which the company is collecting user’s data should be known to the user. For 

example, is the company is using cookies to track the online behaviour of the user, it should be 

mentioned to the user through a written policy that cookies would be used for tracking user’s online 

behaviour and the collected data will be stored in a secure database to train an algorithm to enhance 

user experience. After reading the policy, the user may decide to accept or not to accept the policy. 

Similarly, while collecting the financial data from clients,it should be clearly mentioned that for 

which purpose the data should be used. 

(v) 

Regarding privacy: As the user may allow to collect, store and analyze personally 

identifiableinformation (PII), that does not imply it should be made publicly available. For 

companies, it is mandatoryto publish some financial information to the public e.g. through annual 

reports. However, there may be manyconfidential information, which if fallenintothe wrong hand 

may create problems and financial loss. Toprotect the privacy of data, a data security process should 

be in place. This may include file encryption anddual authentication password etc. The possibility 

of breach of data privacy may also be done through identifying datasets. 

Regarding intention: The intention of data analysis should never be to make profits out of others' 

weaknesses or for hurting others. Collecting data which is unnecessary for analysis should be 

avoided andit’s unethical. 

Regarding outcomes: In some cases, even if the intentions are good, the result of data analysis 

mayinadvertently hurt the clients and data providers. This is called disparate impact, which is 

unethical. 

5. (a)  

(i) The Indifference Point between Plan A and Plan B is at the EBIT level of ₹ 1,00,000.   

Financial Break-Even Point (FBEP)  

FBEP for  Plan A = ₹ 60,000     

FBEP for Plan B = ₹70,000  

Comment: Since Financial BEP for Plan B is the highest, Plan B has the highest Financial Risk. 

Domination of Plan: Plan A dominates Plan B as the financial BEP of Plan A is lower. 
 

(ii) Market Price of Share as per Walter Model = ₹ 140 

            Market Price under MM Model:  = ₹ 104 

The current dividend policy of the company is not satisfactory, due to the fact that the company is a 

growing company (since r>𝐾𝑒 ) and it is not in its favour to pay its profit to the shareholders by way of 

dividends. Hence the optimum payout ratio for the company should be 0%. 

(i) 

(ii) 

(iii) 
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5. (b)  

Data cleaning is the process of correcting or deleting inaccurate, corrupted, improperly formatted, 

duplicate, or insufficient data from a dataset. 

 Steps for data cleaning: 

(i) Step 1: Removal of duplicate and irrelevant information 

(ii) Step 2: Fix structural errors: 

(iii) Step 3: Filter unwanted outliers: 

(iv) Step 4: Handle missing data 

(v) Step 5: Validation and QA 

 Benefits of data cleaning : 

(i) Error correction when numerous data sources are involved. 

(ii) Fewer mistakes result in happier customers and less irritated workers. 

(iii) Capability to map the many functions and planned uses of your data. 

(iv) Monitoring mistakes and improving reporting to determine where errors are originating can 

make it easier to repair inaccurate or damaged data in future applications. 

(v) Using data cleaning technologies will result in more effective corporate procedures and 

speedier decision-making. 

6. (a) 

Annualized NPV under -   Machine X  ` 2,10,413 

    Machine Y  ` 1,52,760 

Recommendation: Machine X should be purchased since Machine X has a higher annualized NPV than  

That of Machine Y.        
 

6. (b)  

Selection of Projects on the basis of PI Ranking when Projects are Divisible 

Project Investment PI Ranking NPV 

A 50,000 1 4,50,000 

B 1,00,000 2 8,00,000 

C 1,50,000 3 10,50,000 

D 2,00,000 4 12,00,000 

E 2,50,000 5 13,75,000 

F  2,60,000 6 14,04,000 

 10,10,000  62,79,000 

Selection of Projects when Projects are Indivisible 

Combination 1 

Projects Investment NPV Ranking NPV 

F 6,00,000 1 32,40,000 

E 2,50,000 2 13,75,000 

C 1,50,000 4 10,50,000 

 10,00,000  56,65,000 
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Combination 2 

Project Investment NPV 

A 50,000 4,50,000 

C 1,50,000 10,50,000 

D 2,00,000 12,00,000 

F 6,00,000 32,40,000 

 10,00,000 59,40,000 

Recommendation: The company is advised to undertake projects A, C, D and F since the NPV of A, C, D  

and F is more than the NPV of any other combination and ₹10,000 will remain unspent 

 

7. (a) 

    Net Working Capital = ₹ 32,77,396 

 

7 (b). 

Upper limit = ₹ 21,23,245 

Return Point = ` 13,74,415 

Average Cash Balance = ₹ 14,99,220 

 

8. (a) 

(i) Steps involved in using Data Visualisation in report design 

1. Find a story in the Data 

2. Create a narrative 

3.  Choose the most suitable Data Visualisation 

4. Follow the visual language 

5. Publicize the report     
 

(ii) Objectives of Data Visualisation: 

1. Making a better data analysis: 

2. Faster decision making 

3. Analysing complicated data   
 

(iii) Important issues which the presenter should keep in mind for effective data Visualisation.  

1.  Know the objective 

2. Always keep the audience in mind 

3. Invest in the best technology 

4. Improve the team’s ability to visualise data 

5. Tools for visualising and presenting the data    
 

(iv) Any four Tools for visualising and presenting the data. 

Data visualisation is the visual depiction of data and information. Through the use of visual elements like 

dashboards, charts, graphs, and maps etc, data visualisation tools facilitate the identification and 

comprehension of trends, outliers, and patterns in data. 

1.  Dashboards 

2. Bar charts 

3. Histogram 
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4. Pie chart 

5. Line chart 

6. Maps 

7. Gantt chart 

8. Bubble Chart etc.  

 

8. (b) 

Data Presentation Architecture (DPA) 

Meaning: 

Data Presentation Architecture (DPA) is a set of skills that aims to identify, find, modify, format, and 

present data in a manner that ideally conveys meaning and provides insight. According to Kelly Lautt, 

“Data Presentation Architecture (DPA) is a rarely applied skill set critical for the success and value of 

Business Intelligence. Data presentation architecture weds the science of numbers, data and statistics in 

discovering valuable information from data and making it usable, relevant and actionable with the arts of 

data Visualisation, communications, organisational psychology and change management in order to 

provide business intelligence solutions with the data scope, delivery timing, format and Visualisations 

that will most effectively support and drive operational, tactical and strategic behaviour toward 

understood business (or organisational) goals. DPA is neither an IT nor a business skill set but exists as a 

separate field of expertise. Often confused with data Visualisation, data presentation architecture is a 

much broader skill set that includes determining what data on what schedule and in what exact format is 

to be presented, not just the best way to present data that has already been chosen (which is data 

Visualisation). Data Visualisation skills are one element of DPA.” 

Objectives of DPA 

There are the following objectives of DPA: 

(i) Utilize data to impart information in the most efficient method feasible (provide pertinent, timely 

and comprehensive data to each audience participant in a clear and reasonable manner that 

conveys important meaning, is actionable and can affect understanding, behaviour and decisions). 

(ii) To utilise data to deliver information as effectively as feasible (minimise noise, complexity, and 

unneeded data or detail based on the demands and tasks of each audience). 

 

Scope of DPA 

In the light of abovementioned objectives, the scope of DPA may be defined as: 

(i) Defining significant meaning (relevant information) required by each audience member in every 

scenario. 

(ii) Obtaining the proper data (focus area, historic reach, extensiveness, level of detail, etc.) 

(iii) Determining the needed frequency of data refreshes (the currency of the data) 

(iv) Determining the optimal presentation moment (the frequency of the user needs to view the data) 

(v) Using suitable analysis, categorization, visualisation, and other display styles 

(vi) Developing appropriate delivery techniques for each audience member based on their job, duties, 

locations, and technological access. 

 

____________________________ 


