50, will be treated as malpractice.

Important Note : 1. On completing your answers, compulsorily draw diagonal cross lines on the remaining blank pages.
2. Any revealing of identification, appeal to evaluator and /or equations written eg, 42+8
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Fourth Semester MBA Degree Exammatlon, July/August 2021
Mergers, Acquisitions and ﬁorporate Restructu ring
Time: 3 hrs. : Max. Marks: 100
Note: Answer any FIVE full questions.
1 a. Explain Conglomerate merger citing suitable example. fu (03 Marks)
b. Discuss the tips for successful mergers. ¥ (07 Marks)
c. [Examine the reasons for faﬂure of mergers and acqulsmons (10 Marks)
2 %%m
2 a. Explain Leveraged Buy d*ﬁ‘nt (LBO). ;,»‘ « (03 Marks)
b. Discuss the types of synergies resulting from merger and acquisitions. (07 Marks)
c. Describe the reasons for corporate restructu g, (10 Marks)
3 a. Describe Eqmtyf‘cﬁrve Out (ECO). (03 Marks)
b. Explain the five stage model of merger process (07 Marks)
c. Discuss'the steps in due diligence process. X (10 Marks)
4 a. Explain a demerger. B , (03 Marks)
b. Discuss the HR aspects of mergers and acquisitions. (07 Marks)
c. Discuss the different types of due diligence performed in M&A. (10 Marks)
3 Ve
5 a. gamatlon k’w w (03 Marks)
b. Explain the reasons to form a Joint Venture. N A (07 Marks)
c. XYZLtdis consuiermg merger with ABC Ltd. Details are glveg  below:
') XYZLtd. , ABCLtd.
Earnings after taxes Rs 1074 million seRs. 0.1 million
No. of outstanding shares }* =..2,00,000 “..~ 1,00,000
Market Pnce pershare  ° 5  Rs.25 Rs. 12.50
The merger will be effected by means of a stockwswap ABC Ltd has agreed to plan under
_which XYZ Ltd will offer the current market value of ABC Ltd’s shares.
~ (1) What is the pre-merger EPS and P/E ratios of both the companies?
" (i1) IfABC Ltd’s P/E ratio is 8, what is the current market price? What is the exchange
ratio? y
(ii1) What must be the exchange rat1o be for XYZ Ltd that pre and post merger EPS to be the
same? (3 (10 Marks)
6 a. Dlstmgmsh between fmendly and hostile takeovers. (03 Marks)
b. List the salient features of hmlted liability partnership. ‘ (07 Marks)
c. Discuss the different takeover defenses available to target firms. (10 Marks)
7 a. Explain master litﬁited partnership. (03 Marks)
b. Discuss the key features of SEBI takeover code 2011. (07 Marks)
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C.

Smart Ltd wants to acquire Dull Ltd. The balance sh%e«ta;“# ull Ltd as at 31% March 2020 is
as follows : o b

Liabilities Rs. « w " Assets Rs.
Equity share capital (60,000 shares) 6,00,000". Cash 20,000
Retained earnings 2,00,000 Debtors : 30,000
12% debenture 2,00,000 Inventories .~ 1,70,000
Creditors and other liabilities 3,20,000 Plant & Equipments _1 1,00,000
+,13,20,000 . 13,20,000

(i) Shareholders of Dull Ltd will.get one share in Smart Ltd for every two shares. External
liabilities are expected to be settled atRs. 3,00,000. Shares of Smart Ltd would be issued at

g

its current price of Rs. 15 per wsha;:%X Debenture holders will get 13% convertible debentures
in the purchasing company for the same amount. Debtors’and inventories are expected to
realize Rs.1,80,000. %’ﬁ ¢ -,
(i) Smart Ltd has deeided to operate the business.of Dull Ltd as separate division. The
* the extent of Rs. 3,00,000 per year for

division is likely to give-cash flows (after tax) to

6 years. Smart Ltc}’%}gas planned that the diyision would be demerged after 6 years and
disposed of for R8:1,00,000.

(iii) Company’s cost of capital is 14%, Make a report to the managing director advising him
about the financial feasibility of the acquisition.[Present value of Rs.1 for six years@ 14%:
0.8772,10:,7\;619‘55, 0.6750, 0.5921, 0.5194 ‘and 0.4556 ] (10 Marks)

A and B'Ltd were amalgamatedfh 1% April 2020. A r;,e‘v%::éompany AB Ltd was formed to

take over the business of existing companies. The balance sheets of A Ltd and B Ltd as at

31% March 2020 are given below: »
P (Figures in'thousands)
w" - Altd. BLtd AlLtd. BLtd.
@ (Rs.) ‘ — Rs) (Rs)
Share Capital > e Fixed assets”_ 4300 3200
Equity shares,of Rs.10 each 2400 %1600 Less depreciation _ 800 600
12% Preference.shares 1200, 4 4000 2600
of Rs.100 each L -
Reserves & Surplus -y Investments 1600 600
Capital Reserve 800 600 Current assets :
General Reserve 1200 600 Stock 1200 600
Surplus A/c - ) 400 200 Debtors 1600 800
«Secured Loans 4+ ¢ J 1600 1800 Cash and Bank 1200 600
(- Trade Creditors " 1200 400
" Tax provision . 800. 200
' Y 9600 5200 9600 5200
Other infogﬁiaif@ﬁ: wy’

1) Preferencé shareholders of the ‘two companies are issued equivalent number of 15%
preference shares of AﬁBﬁLtd at an issue price of Rs.125 per share.

(i) AB Ltd will issue Qp;:féfi;ﬁ%ty share of Rs.10 each for every share of A Ltd and B Ltd.

. - ’ﬁf 0 %
The shares are issued at a premium of Rs.5 per share.
Prepare the balance sheet of AB Ltd on the assumption that the amalgamation is in the

nature of merger..-. (20 Marks)

* Kk %k ok ok
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