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1. In cases where choices are provided, studeni tend all questions ; _‘_ch section.

(4 x 2 = 8 weightage)
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Answer’d

four questzons

: ach questwn carries 3. wezghtage

are of Rs. 10. The : v's capitalization I‘até;__:_eiﬁg 12%. Show the

8. A company has earmng_
impact on the marke ':prlce 4
return generated by the f :'p‘b‘licy be : i) 0% pay out ; and

ii) 100% payout. (Walter’s mod

9. A Ltd has the following capltal structure : Rs. Equ1ty share capltal (of Rs. 100 each) Rs. 1,00,0600,
10% Preference share capital (of Rs. 100 each) Rs. 2,00,000, '0%*&@1)' tures (of Rs. 100 each)

2,00,000. If EBIT is : (i) Rs. 1,00,000 ; (ii) Rs. 80,000 ; and s. 1,26 “Calculate finaneial

leverage under three situations. Assume 50% tax rate

10. The following figures are extracted from con

(Rupees)

Profit before tax 2.50 crove

40%

Gordon’s model ?

(4 x 3 = 12 weightage)
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Part C

Answer any two questions.
Each question carries 5 weightage.

15. XYZ Ltd. requires an equipment costing Rs. 10,00.,000 which can be utilized over a period of 5
years. It has two financing options in this regard :

(i) Arrangement of a loan of Rs.10,00,000 at 13% p.annum ; which can be repayable in 5
equal year end installments; the equipment can be sold for Rs.1,00,000 at the end of
5 years.

(ii) Leasing the equipment for a period of five years at an yearly rental of Rs.3,30,000, payable
at the year end.

The rate of depre.is 15% at w.d.v, income tax rate-35%,discount rate 12%. Advice which
option is the best.

16. Following info, is provided relating to acquiring company Mani Ltd. and the target company Ratnam

Ltd.

Mani Ltd. Ratnam Ltd.
Earnings after tax(lakhs) 2000 4,000
No. of shares outstanding(lakhs) ... 200 1000
P/E Ratio(no. of times) 10 5
Required :

(i) What is the swap ratio based on current market prices ?
(ii) What is the EPS of Mani Ltd. after acquisition ?

(iii) What is the expected market price per share of Mani Ltd. after the acquisition,assuming
its PE ratio is adversely affected by 10% ?

(iv) Determine the market value of the merged co.

(v) Calculate gain/loss to the shareholders of the two independent entities.
17. Discuss different types of mergers and acquisitions.
18. What is leverage buyout ? What are its advantages and disadvantages ?

(2 x 5 = 10 weightage)
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