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Fourth Semester MBA Degree Exa ion, July/August 2021
Mergers,

Time:3 hrs.

Acquisitions and

Note: Answer any FIVE full questions.
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Explain a demerger.
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*;Pr corporate restruc$|6@

rve Out (ECO). Wq.
€t&1roo stage model of merger p&ocess.

elsteps in due diligence p.r.d='oe-ss.
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Discuss the HR aspects of mergers and acquisitions,' 1,.'r'.
Discuss the different rypes of due diligence perfo+T,:F in M&A.

-.-".

a. .Dr(Pranu PuruilaDE ultrLllu(l"t l auuuullLlllP lur alllalgalllatlurr- *
:,-.e '4u.

b. Explain the reasons to form a Joint Venturb"^g ' ,;*"-""c. XYZLtdis considwfing mergerwith.{$Gfd. Details are gffiTelow:
-1.. q=:14*,.'" - **l

ta. AECLtd.

_dr".

D i stin gu ish be twe en fri en$y:iaad ho sti le takeovers.
List the salient features d"f limited liability parhrership.
Discuss the different tak6o$er defenses available to target firms.

,' "'3

Explain master limited partnership.

Discuss the key features of SEBI takeover code 2011.
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The meiger will be etrqe&'e$Y means of a-f,-{p.".G.k swap. ABC Ltd has agreed to plan under
*hich XYZLtd will offer the current markdf'telte of ABC Ltd's shares.
(i) What is the pre-merger EPS and P/E ratios of both the companies?

'ut${il) If ABC Ltd's P/E ratio is 8, whal is th" e current market price? What is the exchange
ratio? :

(iii) What g$i$e the exchange ratioSe for XYZ Ltd that pre and post merger EPS to be the
same? * (10 Marks)
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Smart Ltd wants to acquire DullLtd. The balance sngelSn$"ii fta as at 31't March 2020 is

as follows, R.. *1...;.{"*4u,u1, Rs.
Liabilities , ^tt^*d*']";$ F."6 20,000

ffiffi*e capital (60,000 shares) 6'0b'009''"r 9':1
2- oo'oo0 Debt

UASN

Debtors ,,i. _ 30,000
nitained earnings z'uv'uuu vvvtv'e ' "**"'"".*' 1 t

o nrl noo lnventones l 
'70'000l2Yodebenture : r-:l:a:^^ ffi:ffi piuria Equipments 11'00'000

Creditors andotherliabilities i+*HH- 
rraul w""l''---^-- -iIr0,000

(r) Shareholders of Dull Ltd wilt'qitffi;shdl[Smart Ltd

liahilities are expectea ao b" s"tgffiQ-$t's' 3'00'000'.Shares s'

t-r-1- i fur"every two shares' Extemal
(i) Shareholders of Dull Ltd will'€9t 6ne share in Smart Ltt

liabilities are expectea.o b" ,"qffi]4#ts' I,OO,OOO' Shares-of-btitutt Lta would be issued at

its current prl"" oriJ ,, iiffibJ;;;;l"ia"" wilffi i37o 
"o".,.rtibre 

debentures

in 1fe 
pl,*fjifl""::#*! bTjfi; ';;";;;";i o"u'*u'iid inventories are expected to

ofRs.100 edh

13.20,000
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,erv two sfares. Extemal

it rt"t e{tffittt Ltd would be issued at

(10 Marks)

f ix"i'l';ot?; Wtirh..^operare 
the *:tffit?:tl Ltd as sepallg division rhe

division is likerv . sX&%;;;;; i;#{;i .'Ptff" :ii"l ::}:":f 0;g3: 
: 1#' #;t;;l *'lltkffi;.,1"1,JIH,"i# iii,i{rr*, ;;"1d be demerged after 6 vears and

'hh,ooo' {:*+'
disposed of forR5tl' w 'u r"port to the managingdirector advising him

liiii c"r"puny' *,ofcapital-is 
l4o 'l eofRs.l forsix years@74oh:

olrn,rr thr' finaneial feasibilitv of the acquisition'[Present value of Rs' l tor slx Y"u' ,,nrr^-r,!\

* 
"-1 rr 

malgamated''; April 29?0 ,",3 mpany-{B-rJd w3s formed to

*#. .[::r:r, orexistisg companies. 
"n"J#,irit-'J 

"nd 
B Ltd as ata, *$tU,a yerg amals^am1:$$#*r:K: ;;rotua orrar the husiness of existigg bompr l

iFu*"t z0z0 arcgiven*below: th;{ (rigure& f.rfthousands)
.r$.".-'\.r - ...-. \.., A T ri I1, T.fd.,.* ALId. B-14,\-r 4ltd' ++. 'G;) ffi;u;i. **" (R'') (Rs')

share capital **k, - ;-ry nixed.asseq,;*"\' 4800 3200

Equiryshares,g&Rs.i0each?199;\$999Lessdepreiiation#-tioloir"t"r"ri"%3nur"r 1200t $ " 800 f

cn, 1rrn ^^ ,L lir': :.+'

&; lnvestments 1600 600

' 800 600 Current assets :

C"i,.*f Reserye : , I 1200 999 lt":I
.'Suqplus A/c ' '\.:'' .199 ioo'. 2"u1o" . 1600 800

_*.s&cured Loans * ;;, lggg 4$" cash and Bank 1200 600

*%t*d" creditors ';: h 12oo *199q. fIfa(le Lfgolurrs r" &a -$ '- '*# 
Turprovision \;q =8qg*"-199 - o^.o s2x0I ax provrsllr ;.e- ' -J =-,,,,,,i,, 9600 5200

8itT#f.ffi 3fli"r'ora"t9r*:s"ocomn1l1'^1':::xi:::'""::*'numberort5o/o

--'- r n**# 9660* 5200

Other informqtion: " ,'
(i) Preferinffi'shareholders"of Se two compa(r'' 

il;;]ffi ;il;;;i4#h[-]t al an issue price of Rs'125 per share'

(ii't AB Ltd will issue opciquity share orns.to each for "'"ry 
share.of A Ltd and B Ltd'

'.-' i;;h;res are istuea'at u premium of Rs'5 per share'

prepare the balangc r[*; of AB Ltd ;;^il; itt"*ptio' that the amalgamation is in the

nature of merger.rm;w=,s 
(20 Marks)

i: 
.\

fu#S' ,k !k * i< ,r

d

@##

wF4

s
.w;+gr&


