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Naturé, a mid-sized Indian FMCG (Fast-Moving Consumer Goods) brand rooted in Ayurveda 
and sustainable living, has established a strong domestic presence and modest success 
across parts of Southeast Asia. Its catalog includes organic herbal shampoos, cold-pressed 
oils, ayurvedic food mixes, and eco-friendly packaging. The brand’s aesthetic leans on 
authenticity, tradition, and ethical sourcing. 

Now, there’s buzz around a potential expansion into Europe. Some early interest has come 
in from boutique stores in France and health-conscious distributors in the Netherlands. At a 
recent internal meeting, ideas flew across the room setting up a local EU (European Union) 
office, going D2C (Direct-to-Consumer) via Amazon, or testing the waters with pop-ups. The 
leadership team is enthusiastic, but there’s no clear path yet. 

You are part of the strategy team, and the CEO looks to you to cut through the noise and help 
shape a plan that’s ambitious, but grounded.  

Questions 1 to 6 relate to the scenario described above. 

Q. 1) Which of the following is typically a barrier to entry for FMCG companies expanding into 
the EU market? 

A. Low startup capital requirements 
B. Inexpensive digital marketing options 
C. High consumer brand loyalty 
D. Flexible import regulations 
E. Absence of local competitors                 [2] 
 
Q. 2) Which of the following is a major advantage of the Direct-to-Consumer (D2C) model 
in international expansion? 

A. Ensures complete control over customer experience 
B. Avoids all regulatory compliance issues 
C. Eliminates the need for product localization 
D. Reduces reliance on any digital infrastructure 
E. Makes international customs clearance unnecessary              [2] 
 
Q. 3) Naturé wants to position itself well in European markets. Which branding approach is 
most strategic? 

A. Aggressively highlight “Made in India” for its authenticity 
B. Fully localize the brand to blend in with European products 
C. Focus on shared global values while connecting softly to Indian roots 
D. Use Indian cultural elements prominently in all packaging and messaging 
E. Create an entirely new sub-brand that hides Indian origin completely           [3] 
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Q. 4) Naturé is evaluating entry modes. Which is the most strategic option to balance risk, 
speed, and learning? 

A. Launch a full-scale retail presence in top EU cities 
B. Partner with a European white-label manufacturer 
C. Set up an EU-based production unit immediately 
D. Begin with digital exports via Amazon EU and own website 
E. Franchise Naturé stores to local EU operators               [3] 

Q. 5) Naturé wants to evaluate the success of its pilot launch. Which KPI is most useful? 

A. Instagram follower count in Europe 
B. EU GDP per capita growth 
C. Repeat purchase rate and Customer Acquisition Cost (CAC) 
D. Number of SKUs sold in Southeast Asia 
E. Percentage of organic search traffic to website               [3] 
 

Q. 6) Naturé is considering white labeling its products through a local EU brand. What is the 
most significant risk? 

[Hint: White labeling means that one company produces a product or service and allows 
another company to rebrand it and sell it as their own.] 

A. Erosion of Naturé’s brand identity and visibility 
B. Loss of pricing control in the B2B model 
C. Limited control over shipping timelines 
D. Need to comply with EU digital privacy laws 
E. Limited SKU flexibility in third-party arrangements              [4] 

Q. 7) What is the primary characteristic that distinguishes a tort from a breach of contract? 
 
A. The presence of a written agreement. 
B. The duty in tort is primarily fixed by law and owed generally, while in contract, it arises from 
the agreement between specific parties. 
C. Tort actions result in criminal penalties, while contract actions result in monetary 
damages. 
D. Breach of contract always involves intentional wrongdoing, whereas torts can be 
unintentional. 
E. Remedies in tort are always liquidated damages, while contract remedies are 
unliquidated.                    [2] 
 
Q. 8) What essential element must be present for an agreement to be considered a legally 
enforceable contract? 
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A. The agreement must be in writing and signed by both parties and both parties must have 
equal advantages. 
B. Both parties must be corporations or registered businesses. 
C. The agreement must involve the exchange of goods, not services. 
D. The agreement must be made by competent parties, with free consent, for lawful 
consideration and object, and not be expressly declared void. 
E. One party must gain a significant advantage over the other party.            [2] 
 
Q. 9) A software company, 'Innovatech', releases a new accounting software package. Due 
to a coding error, the software miscalculates tax liabilities, causing several small businesses 
to underpay their taxes and face penalties. Under which principle could Innovatech be held 
liable for the losses suffered by these businesses? 
 
A. Breach of Trust, as Innovatech misinterpreted client data. 
B. Vicarious Liability, as an employee made the coding error. 
C. Product Liability (a form of negligence), as Innovatech released a defective product that 
caused harm. 
D. Defamation, as the error harmed the businesses' reputation. 
E. Trespass to Chattels, as the software interfered with the businesses' computer systems. 
                   [3] 

Q. 10) 'Alpha Corp' enters into a contract to buy 10 tons of specialized steel from 'Beta 
Metals' by October 1st, crucial for fulfilling a government contract Alpha Corp holds Beta 
Metals fails to deliver the steel until November 15th. Alpha Corp misses its deadline and 
incurs penalties. Can Alpha Corp terminate the contract with Beta Metals due to the delay? 
 
A. No, delays never allow for contract termination, only compensation. 
B. No, because Beta Metals eventually delivered the steel. 
C. Yes, if the contract explicitly stated or implied that the delivery date was essential ('time 
is of the essence'), the delay constitutes a breach allowing termination. 
D. Yes, any breach, regardless of severity, allows the innocent party to terminate. 
E. Only if Beta Metals acted fraudulently in causing the delay.           [3] 
 

Q. 11) A group of individuals forms 'EcoSolutions Ltd.' to develop environmental cleanup 
technology. The company secures a large loan personally guaranteed by its directors. 
Despite initial promise, the technology fails, and the company becomes insolvent. Can the 
bank recover the outstanding loan amount directly from the personal assets of the directors? 
 
A. No, directors are never personally liable for company debts due to separate legal entity 
principle. 
B. Yes, because the directors mismanaged the company, leading to insolvency. 
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C. Only if the directors committed fraudulent trading. 
D. No, the bank must first exhaust all options to recover assets from the company itself.  
E. Yes, the bank can enforce the personal guarantees given by the directors against their 
personal assets.                   [3] 
 

Q. 12) Mr. Sharma creates a trust, transferring his property to Mrs. Gupta with instructions to 
manage it and use the income for the education of Mr. Sharma's minor son until he turns 21, 
after which the property should be transferred to the son. What are Mrs. Gupta's primary 
duties as a trustee? 

A. To follow the trust's purpose, protect the property, keep accounts, and act in the 
beneficiary's best interest. 
B. To sell the property when the market is at its peak and transfer the proceeds to the son. 
C. To maximize profit from the property for her own benefit. 
D. To delegate all management tasks to a third party who can maximize the profits and keep 
proper accounts. 
E. To mix the trust funds with her personal funds for easier management.           [3] 
 

Q. 13) Analyze the concept of 'lifting the corporate veil'. Under what specific circumstances, 
as discussed in the provided texts, might a court disregard the separate legal personality of 
a company to hold directors or members personally liable, and what is the underlying 
rationale for doing so? 
 
A. Only when the company fails to make a profit for three consecutive years and the 
shareholders are unhappy with the directors performance. 
B. When directors make strategic errors in business judgment leading to losses knowing well 
the probability of success of this business judgement is small. 
C. If the company is used to lawfully minimize tax or manage liability risks by using hedge 
funds available in the domestic market. 
D. In situations like tax evasion, fraudulent conduct (like fraudulent trading), determining 
enemy character, or protecting public policy, where the corporate form is used to perpetrate 
fraud or evade obligations.  
E. Whenever a company enters into a contract that is ultra vires its Memorandum of 
Association.                   [4] 
 

Q. 14) According to the governing legislation, which body is primarily responsible for the 
management of the affairs of the Institute of Actuaries of India and discharging the functions 
assigned to it?  

A) The Quality Review Board 
B) The Disciplinary Committee 
C) The Central Government 
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D) The Council of the Institute 
E) The Appellate Authority                 [2] 
 

Q. 15) What is one of the primary functions of the Quality Review Board of Institute of 
Actuaries of India established under the governing legislation?  

A) To elect the President of the Council. 
B) To prosecute members for misconduct. 
C) To conduct examinations for membership. 
D) To maintain the register of members. 
E) To review the quality of services provided by members of the Institute.           [2] 
 

Q. 16) An actuary in practice discovers a material misstatement in a financial statement they 
are reviewing for a client. The client insists the statement should be submitted as is. 
According to professional conduct standards, what should the actuary do?  

A) Report the material misstatement in their professional capacity. 
B) Resign from the engagement immediately without reporting the misstatement. 
C) Submit the report as requested by the client to maintain the relationship. 
D) Seek a second opinion from another actuary before deciding.  
E) Modify the misstatement slightly to reduce its impact before submitting.            [3] 
 
Q. 17) An actuary employed by an insurance company is asked by their manager to use 
assumptions in a valuation that the actuary believes are inappropriate and could materially 
misrepresent the company's financial position. What ethical obligation is most pertinent 
here?  

A) The obligation to follow the manager's instructions. 
B) The obligation to maintain confidentiality above all else. 
C) The obligation to complete the task within agreed timelines as any escalation will delay 
the valuation.  
D) The obligation to seek partnership opportunities. 
E) The obligation to act with integrity and uphold professional standards, potentially 
requiring escalation.                   [3] 
 
Q.18) An associate member of the Institute is working on a complex pension valuation 
project that involves specialized techniques they haven't mastered. What is the 
professionally appropriate course of action?  

A) Attempt the valuation alone to gain experience. 
B) Decline the project immediately. 
C) Proceed but clearly state the limitations of their expertise in the final report. 
D) Seek cooperation with another member who has the requisite knowledge and experience. 



IAI                                                                                                                                                CB3-0525 

Page 7 of 12 
 

E) Enroll in a relevant course while simultaneously working on the project.           [3] 
           

Q. 19) Compare and contrast the definitions of "Professional Misconduct" and "Other 
Misconduct" as outlined in the legislation. Why is it significant for the regulatory framework 
to distinguish between misconduct directly related to professional activities and 
misconduct that may occur outside of professional practice but still brings disrepute to the 
profession?  

A) There is no significant difference; both are treated identically for disciplinary purposes.  
B) "Other Misconduct" relates only to non-members, while "Professional Misconduct" 
applies only to members.  
C) The distinction is purely administrative and has no impact on disciplinary outcomes.   
D) "Professional Misconduct" focuses only on technical errors, while "Other Misconduct" 
focuses on ethical breaches.  
E) The distinction allows for different levels of scrutiny and penalty, recognizing that actions 
outside direct practice can still impact the profession's public standing and trust.           [4] 
 
Q. 20) Considering the objectives of the Institute and the definition of professional 
misconduct, evaluate the potential conflict between an actuary's duty to their 
client/employer and their obligation to uphold the reputation and integrity of the profession. 
Which principle should generally take precedence in a conflict situation, and why?  

A) Client duty takes precedence because the actuary's primary role is service delivery and 
any deficiency of service will affect the profession’s credibility. 
B) Employer duty takes precedence as employment security is paramount.  
C) Professional integrity takes precedence because the profession's credibility relies on the 
collective adherence to ethical standards and serving the public interest.  
D) Neither takes precedence; the actuary must find a perfect balance in every situation.  
E) The precedence depends entirely on the specific monetary value involved in the conflict. 
                    [4] 
 
Q. 21) What fundamental skills do actuaries combine to model real-world business 
problems?  

A) Legal expertise and marketing strategies.  
B) Historical analysis and philosophical reasoning.  
C) Software development and network administration.   
D) Human resource management and corporate communication.  
E) Financial theory and statistical theory.                [2] 
 
Q. 22) A client approaches a financial institution looking to invest money for long-term 
growth via a diversified portfolio of stocks and bonds. Which type of financial service 
provider is most directly suited to meet this need?  
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A) A credit card company.  
B) A general insurance company.  
C) An investment fund or mutual fund manager.  
D) A consumer finance company providing personal loans.  
E) A credit rating agency.                  [2]  
 
Q. 23) An actuarial student is excellent at mathematics but struggles to see how their 
calculations apply to insurance company decisions. Which objective of business awareness 
education directly addresses this gap?  

A) Understanding basic legal principles relevant to actuarial work.  
B) Learning how to tackle business-related problems.  
C) Memorizing financial market historical data.  
D) Developing advanced statistical modeling techniques.  
E) Understanding the need for lifelong learning.                [3] 
 
Q. 24) Hedge funds and mutual funds are both classified under 'Investment' services. What 
is the fundamental basis for grouping them this way within the financial services landscape?  

A) They both primarily charge fees for advice.     
B) They both accept deposits like banks.  
C) They both primarily manage pooled funds with the aim of generating investment returns.  
D) They both focus on underwriting insurance risk.  
E) They are both government-sponsored enterprises.               [3] 
 
Q. 25) A large pension fund needs actuarial advice on managing its long-term liabilities and 
investment strategy. Providing this advice would fall under which activity closely associated 
with the actuarial profession and financial services?  

A) Credit rating services which involves evaluating and assigning credit rating to companies 
and its financial instruments. 
B) Consumer finance lending.  
C) Merchant banking. 
D) Stock broking.  
E) Core actuarial practice, potentially involving consultancy or work within the 
fund/investment management sector.                 [3] 
 
Q. 26) It is emphasized that actuaries need to understand both the mathematical/statistical 
aspects and the commercial/regulatory aspects of business problems. Compare and 
contrast the potential risks to a financial services company if its actuarial team is highly 
skilled mathematically but lacks business awareness, versus a team that has strong 
business awareness but weaker technical skills.  
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A) Both scenarios present equal risk, as both skill sets are unimportant.  
B) A technically weak team poses no risk because their possible mispricing or inaccurate 
model can be handled by the team with strong business awareness. 
C) A mathematically strong but business-unaware team might create sophisticated but non-
compliant or commercially unviable products; a business-aware but technically weak team 
might misprice risk or fail to model complex situations accurately, leading to financial 
instability.  
D) A mathematically strong team always guarantees profit, regardless of business 
awareness.  
E) A business-aware team can compensate for any technical weakness through marketing.  
                  [4] 
 
Q. 27) The financial services industry includes diverse entities like banks, insurance 
companies, and investment funds. Analyze how a major economic downturn might 
differently impact the core operations and risks faced by a commercial bank (focused on 
loans/deposits) versus a property & casualty insurance company (focused on risk pooling for 
events like accidents or disasters).  
 
A) Both would be identically impacted as they are part of the same industry.  
B) The bank might face increased loan defaults and liquidity issues, while the insurer might 
see fewer claims initially but potential strains if investments backing the reserves lose value 
significantly.  
C) The insurer would likely face bankruptcy immediately as the investment backing the 
reserves will have lower value while the bank would thrive due to government bailouts.  
D) The bank would only see minor impacts on deposit levels, while the insurer would face 
massive increases in claims across all lines.  
E) Both institutions would primarily suffer from a decline in business and fee-based income. 
                    [4] 
 
You are working in the strategy team at a large multinational consultancy firm. The company 
has observed rising employee turnover in key markets and roles; specifically, among mid-
career actuaries, data scientists, and software developers. These professionals are central 
to the firm’s ability to deliver high-impact client work and maintain its competitive edge. 

The Chief Human Resources Officer (CHRO) has asked your team to: 

• Identify the key drivers of attrition 
• Assess the long-term risks to workforce stability 
• Recommend strategic interventions based on data-driven insights 

 
Following a data analysis across geographies and departments, you’ve identified three 
recurring factors driving attrition: 
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• Project rotation frequency (employees often report burnout or lack of ownership) 
• Remote work policy and clarity (inconsistent rules across regions cause friction) 
• Managerial tenure (frequent changes in leadership disrupt team cohesion and trust) 

 
Your role is to translate these observations into actionable strategy, integrating a long-term, 
enterprise-wide perspective. The CHRO expects your recommendations to not only stabilize 
current turnover but also position the firm as a future-ready employer of choice in a highly 
competitive talent market. 

Questions 28 to 34 relate to the scenario described above. 

Q. 28) Which of the following quantitative workforce metrics would be most useful to 
diagnose rising attrition rates among mid-career actuaries and data scientists? 
 
A) Average number of hours worked per week 
B) Percentage of employees promoted within the last 12 months 
C) Employee Net Promoter Score (eNPS) 
D) Total number of new employees added during last 12 months 
E) Average length of tenure by department                [2] 
 

Q. 29) What key business risk could arise from high attrition of technical staff like data 
scientists and actuaries? 
 
A) Increased operational costs due to the recruitment of replacement staff 
B) Improved client satisfaction and higher project delivery efficiency 
C) Reduced workload for remaining employees leading to better productivity 
D) Lower salary costs as new hires demand lower compensation 
E) Increased brand recognition due to high employee turnover             [2] 
 
Q. 30) Your analysis shows that teams with high project rotation frequency have a higher rate 
of employee turnover. How would you evaluate whether introducing a more structured 
project rotation policy could help reduce attrition? 
 
A) Measure employee burnout levels in teams with high project rotation compared to those 
with stable projects 
B) Survey employees on their preference for longer project durations without rotation 
C) Analyze compensation data to assess if salary adjustments reduce burnout 
D) Track exit interviews to see if project rotation is cited as a primary cause of leaving 
E) Compare job satisfaction in teams with has standard project rotation policies to those 
without them                    [3] 
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Q. 31) The company is considering enhancing its remote work policy as part of its strategy to 
improve retention. Which of the following factors is most important to ensure that the remote 
work policy supports both employee satisfaction and operational efficiency? 
 
A) Setting consistent remote work rules across all regions to avoid confusion 
B) Reducing the number of remote work days to increase in-office collaboration 
C) Increasing pay for employees working remotely full-time 
D) Allowing employees to choose any working hours to maximize flexibility 
E) Limiting remote work to only senior employees with higher tenure             [3] 

Q 32) Competitors have implemented flexible work hours and career growth opportunities 
to retain employees. How could your firm differentiate its retention strategies to remain 
competitive without directly copying these practices? 
 
A) Provide unique employee benefits that go beyond work-life balance, such as wellness 
programs 
B) Implement mandatory in-office days to ensure team cohesion and collaboration 
C) Reduce training and development costs to focus resources on other areas 
D) Increase salaries to match the compensation packages offered by competitors 
E) Eliminate remote work options to bring all employees back to the office                        [3] 

Q. 33) Data analysis reveals that teams with high managerial turnover report lower employee 
satisfaction and engagement. Which of the following is the most effective strategy to 
mitigate this issue without risking further managerial instability? 
 
A) Immediately freeze all managerial changes to prevent further disruption 
B) Introduce leadership development programs to ensure smooth transitions and increase 
managerial stability 
C) Increase compensation for managerial positions to reduce turnover 
D) Reorganize teams to reduce the number of managers needed for project delivery 
E) Focus on hiring externally to bring in experienced leaders rather than promoting internally
                                                [4] 
 
Q. 34) Given the current data on employee turnover, what long-term strategic initiatives 
would you recommend to address the root causes of attrition among mid-career 
professionals? Your strategy should balance immediate actions with sustainable cultural 
and operational improvements. 
 
A) Focus only on immediate actions, such as increasing salaries and offering retention 
bonuses to stop attrition 
B) Implement comprehensive leadership development programs, revise project rotation 
policies, and provide long-term career development pathways for employees 
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C) Reduce project rotation frequency drastically and avoid introducing any managerial 
changes to ensure stability 
D) Temporarily freeze hiring and focus on improving employee morale through team-building 
activities and enhancing salaries along with other benefits 
E) Focus on expanding recruitment channels and hiring more junior employees to replace 
those leaving                    [4] 
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