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Note: .4z.sruer ony FIVE Jull questions.

Distinguish between horizontal anil ve(ical mergers. (03 Marks)

Explain the different types of synergies resulting tiom Mergers and Acquisitions. (07 l\{arks)

Examine the.various efficiency theories of mergers. (10 Marks)

List the rnethods of calculations of purchase consideration. (03 Marks)

Explain Five Stage Model of merger process. (07 N{arks)

Discuss the reasons for failure of M and A. (t0 Marks)

Explain a spin otl (03 Nlarks)

Firrn A acquires firm B by exchanging 0.5 of its share for each share cf lrirm I). lnput
avaiiable is given as follows:

:--
i

i Profit after tax (Rs.)
Finn a 

*l 
Firm e

--i20,00.000 i 5,00,000
s,oo,ooo I z,oo,ooo

4:2.5
lo I 8

4g ) -2!

I Number of equity shares i

I ere riutio 
I

I Market price per share (RU I

c. Discuss the ditferent takeover defenses available to target firms.

Explain Limited Liability Partncrship. (03 Marks)
Discrrss tlre orgiurizational and Human Resource Managernent aspects of M and A.

(07 Marks)
(10 l\{arks)
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l'ourth Semester MBA Degree Examination, Aug./Scpt.2020

Mergers, Acquisitions and Corporate Restructuring
'l-ime: 3 hrs. Max. Marks: I00

Determine:
(i) The number of equity shares to be issued by firm A for acquisition of firm Il.
(ii) EPS oF firm A alter acquisition.
(iii) If the P/E ratio of firm A does not change by acquisitior.r, determlne thc value of the

merged firm. (07 Marks)
c. Discuss the different types of dr.re diligence perlbrmed in M and A. (10 N{arks)

Explain Mastcr Lirnited Parlncrship. (03 N{arks)

Discuss the salient features of the Competition Acr 2002. (07 Marks)

nxp'lain financial restrucruring. Describe the reasons for financial restructuring. (10 Marks)
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6 a. Iixplain pooling of interests method of accottnting for amalgamation. (03 Marks)
- 

;. On if - trAur.fiZOZO, Thin Ltd was absorbed by Thick Ltd., the latcr taking ovcr all thc

assets and liabilities of the former at book values. The consideration lor thc busincss was

fixcd at Rs.4,00,000 to be discharged by the transtbree company in thc lonr olits lully paid

equity shares of Rs.l0 each to be distributed among the shareholdlr.s .ot'f,tc transferor

.o*pury, each shareholder getting two shares for every share held in thc trarrslcror

"o*puny. 
The balance sheet of the two companies as at 3 l" March 2020 stood as utrdcr:

Liabilitics

Share sapital
Authorized
I ssued 4 S u-b-s-c,rtbed

Equity shares of
Rs. l0 each fully Paid
General Reserve

Staffprovident fund
P &L alc
Workmen cornpensation
fund
Creditors

Preference share capital
Share premium
Profit and loss account

l0o% debentures

Assets;
Fixed assets

Currents assets

Thick Ltd, I Thin Ltd-

, Gc)- l--( ')
Asse ts

Goodwill
Plant & MachinerY
Furniturc
Stock
Debtors
Prepaid insurance

lnconre tax refund
Cash in hand
Cash at bank

r00
27

40
20
185

140

45

185

25

Thick Ltd.
(l!s.)

2,00,000
4,12,000

80,000
2,65,500
2,:21,200

i t,i,i Lt,t. I

r5,00,000

9,00,000
r,80,000

10,200
20,502

r2,000
58,567

5,00,000

2,00,000
50,000
4,000

r 2900

9,000
30,456

_ 5,000

3,1 I ,356

869
14,000

(Rs,)
60,000

1,00.000
30.000
60.000
46,000

700

6,000
356

8,300

Provision for taxation !2.10Q_;ProvtstonTorlaxatlon I lz..)uu I Jrvvv . I

I r r'l:'soq]*:-'l l'3s6 i I I l'e3's6e j '3'1 l"ls6 I

Amalgamation expenses amounting to Rs. 1000 were paid by Thick Ltd. You arc rcquired to

(i) pieparerealizationaccountandequityshareholdersaccountinthbooksof"l'hinl.td.

iii; eurrlou*al entries in the books of t-nick Ltd.

Assutue that the amalgamation is in the nature of merger' (07 N'larks)

c. The managepent of firm A is consiclering takeover of firm B. Financial details oltrl'o {ltms

A and B are given below:

Firm A (Rs. in,lakhs)

Equ ity an d Ljab-i I it ies :

Equity share capital (sltares Rs.l0 eacli)

Firr A (Rs. in taktrsfl
I

I2si

I

I
1

I

i

I

l

1

I

I
I

)

I
It--
I

I

t

i

2

5

6

3a

25
l3

Total

Total
nr9,!t after tal and Rrlferelc: dividend

Market prices of llrrn A and finn B are Rs.25 and Rs'40 respectively'

exchange ratio and membert5u..5 6f tirm A to lie issued based on:

(i) |.let asset value
(ii) EPS

. (iii) Market price
Which is better liom the point of view of Fimr A'/
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Irxplain lvlanagement Buy Out (MBO). (03 Marks)

Disclrss the reasons for divestitures. (07 Marks)
'l'hc surnmarized balance sheets as at 3l-3-2020 ol'Bharath Ltd and Arjun I-td arc as undcr:

i I Bharath Ltd.i Ariun Ltcl.i ] uharath l'td l Aiun Ltd

i : ttt'.) , (Rs.) l-- (l{s.) I (lts.)

i lsr,,c,1 srrbsc'ibcd cupital 
' 

15.00.000 ' 5.(10.000 i C.odwill ; l'00'000

i-i,;;;.;itis.tuo.,,elrt | : lpyirails.s. .. ; 699,llli.-;^^^
i Capital Rescrve i i s0,000 I Plant & Machinerv i 6's9'999 I t''9'991

Gc;cral Rcsr'rvc 1.00.000 ; (10.000 Ftrlnitulc 10.000 : 5.000
3,80,000 i 2,10,000profit&Lossarc ' 1.20.0tt0 1 :Stock ' J.I(U.O()Oil..l().(,(,U

( urlcnt liirbrlitie. 2,40.000 .1.95'000 Dcbtors 2'30,000 I l'80'000
CashandBank i t,so,oooi 15,000

, 75,000
20.60,000 i I o,0s.ooo

i I ;ExPensesot
i i ,NewProject

i: zo,r,b,otltl I to,os,ooo :, -
Arjun Ltd. was absorbed by Bharath Ltcl as on l'' April 2020rjun Ltd. was absorbed'by Bharath Ltcl as on I'i April 2020 orr the terms givCn bclow:

(i) Fixecl assets otlrer than goodwill to bc valucti at Rs.5,00,000 includirrg Its.6000 fbr

furn i tLr re.

(ii) Stock to be redtrced by I1s.20,000 and debtors by 5%'

(iii) Bharath Ltd to assun.re liabilitics of Arjun Ltd'

(iv) The new project to be valued at Rs.95,000.

iv) The shareholders of Aryun Ltcl to receive cash payment of Rs.30 per sharc plus foul

equity sharcs in Bliarath Ltd fbr every trve sliares held'

(vi) tsharath Ltd to pay the liquidation expenses of Arjun Ltd amounting to its.6,000'

Piepa.e journal entries and show the balance sheet of Bharath Ltd after amalganlation in thc

nature oipurchase. (lo N'larks)

Hypothetical Limited wants to acquire Target Ltd. The balance sheet of Targct I-tcl. as at 31'1

March 2020 has the lollorving assets and liabilities'_T

Liabilitiei I Rt' ' Assets - i- -Rt' ,

Equity share caprtal , :.OO,OOO I Fixecl rssets ?':9,999Equity shareiFtal I :,oo,ooo i Fixed assets I 5,50,999 
l

t:booo share of:Rs. l0 each) i i Cttlrent assets I l,l0'000
Retained eanrings r 1,00'000 i i

l2Todebentules ;1.00'000
Creditols arttl other liabilitics 1,60.000-]o,oo,oool- io,oo'ooo

Additjona I in fon-natien :

(,i ih; rflui.trotO"," of Target Ltd. will get one share in Hypothetical Ltd lor evct'y two

shares. The shares of Hypothetical Ltd woulcl be issued at its current urarkct pricc ol
Rs.l5 per slare. The dltent,rre holders will get l37o convertible debcntr'rrcs in tl.rc

pLrrchasing firm of the sarne.lmount. Thc extclnal Iiabilities ate expcctcd to bc sctticd

at Rs. l;50,000. Further, current assets expected to realize Rs l 
'00'000'

(ii) It is expected that the cash flows allcr taxes (CFAT) will be Rs.1,50,000 pcr ycar lor

the nexi 6 years. lt is expected that the tlxecl assets of the Target Ltd fetch l{s.50,000 at
' 

the end ofthe 6r'Year.
(iii) Given the risk corlplexion of Target Ltd, cost of capital rclevant for 'l'argct Ltd is

t2%.
Aclvise the cornpany regarding the tlnancial feasibrlity of the acqtrisition.

(Present value of cash flows for Re.1 (r! lToh is

Yearl:0.893 Year2 0'797

Year3 :0.112 Year4 :0'636
5 : 0.561 

i< _ _":i'6 
: 0'507 )
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