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Note:'""'::ffi&-vEfullqaestions' 6'

I'a- Whatdoyoumeanbymergerandhcfuhisitiont *; 
* 

(03Marks)
. b. Disquss.the motives of mergepffi,qlib present world of business.' (07 Marks)

. ,c.. Name *re phases in the induhtf.r,ilife cycle. Discuss the strategic significance of each phase

ln merger..

Define due diligence.
Describe the mana$e,rial challenges of melgers and acquisitions.
Explain the tips required for successful merger procdss.

ISMBAFM4OI

(10 Marks)

(03 ,\ta rks)
(07 Marks)
(10 Marks)

(03 Marks)
(07 Marks)

ntly traded at Rs.25, it has
. oB' ltd has 1,00,000 shares

(03 Marks)
(07 lvla rks)
(10 NIarks)

(03 Marks)
(07 Marks)

(10 Marks)

2 ,a,
b.

,c.

3, a.

b.
., .C.

6' a.

b.

7a.
.b.

c.

(i) What is the premerger earning per share-ant"P'b ratio of both comflanies?
(ii) 'If "B'Ltd PE ratio is '8', what is its current market price? What is the exchange ratio?

What witl 'Al Ltd post merger EPS be?
(iii) What musi-the exchange ratio be lbr'A' Itd's that prc and post merger I:PS to be the

same? ''" .,." (lo Marks)

a. Define {mglgamation. : :i (03 Nlarks)

b. Discug$,:[he types of Arnalgamation and add a note on methods of accounting. (07 Marks)
c, Explaiii.value creation in-hbriZohtal, vertical apd conglomerate mergers. (10 Marks)

a: ,'iiDb.fine takeovers. Nameutt6 types oftake"frB (03 Marks)
5],,;;,,Discuss the antitakbdfuer defensive measrifts available to the firm in order to make it
1, 

unattraptive or les'tbfirictive to the bi{der. (07 Marks)
c. .What is CCI?4E.xnIain the objectigdWf CCI. (10 Marks)

' ::' ':::::::ji t r:::;4"+
. ,,::::,, ,, -r,,,1,

What do you mean corporate restrucfuring?
Describe the significance of coqrol'atc rcstrLrctr.rring irt the presertt sittratiorr
What is LBO? Discuss the diffbrent type of LBO's with suitable exanrples

WhSt is MLP? Name the types of MLP's.
Describe the procesS of due diligence.
What is swap ratio? Discuss the methods of determining swap ratio with formulae to be used
'in each'method. "
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What do y,g1-mean by business valuation? '""

Di scus s mirk€t based approach method st f bu sines s valu ation.
'n1 r..1d:"ipT'iinsidering *erger witbq$,+;ltd. 'A' ltd shares
2,O0,0CISllshares outstanding andiiis':irofit after tax is 4J
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Ac w

foorlng market share since 2006 to Cadbury Schweppes in the. US gpm Tii\tl' .yt"
Corpoir,ion, a privately ownecl candy cotnpany witli arntral global sales of $22 billion,

s.nsed un oppo,trrnity io achieve salei, marketing and distribution, synergies by acquinng

wrigt"y. on 

"Lpril 

2-8, 2008, Mars announced that it had reached an agreement to melgc

rvilh \\ rigley lbr S23 billion irt cash.

Thc terms of agreement were approvedprqarimously by the boards of both firms' Wrigfey

share holder would ,.."ir" liSO.'Ob * "uS' 
r each .irure of .omrronistS'[k outstanding' '[he

y's c,tosing share Price of $62.45

)8p.frIoy a 14.4% share of global

fl!0ff employees worldwide.

W"gt"y C",poration, a US basea leader in Gum and confectionary O'"fu:ltl,l1d 
-b,t^!i

m to WrigleY
rms would, in 2008

confectionary market, annual $ 27 billion and 64

When the deal was consu September 2008, it was Isirategic blow to the efforts of

;;;rff;fld ; 
-th^e 

market leaierin":the global confectionarv market
,   t1- ---- L-.1 ^ 1AO/

;filjtJ grr" "il-trl*or"t" 
u"iness' Prior to thf''r':l6xii6uncement' cadbury had a l\o/n

worldwide nrarket share.

Wrigley becante a separate stanclalone subsidiary of Mars, with $5'4 billion ur sales' The

a.ui1,ip* Wrigley urgr*"n, its sales, marketing and.distribution capabilities' 'I'o provide

more tbcus to the MIrs brands and stimulate growth-, Mars .transferred 
its global non-

chocolate confectionary sugar brancls to Wrigley. Bill Wrigley, Jr', remains executive

;;;t,;; Jw.Gr.v, una tti" Wrigley management teatn renrains in place' l'he cornbined

companies.now have substantial brand reco"gflitiorr and^pryduct diversity in six grorvtlt

catesories: chocolate, non-chocol4.te confectionary, gum,,fuod, drinks and pet care producls'

iir."Ai,1rg .orf""iionury po*#*,our also expectq to;Chieve sigrrificance cost savings by

combining rianufacturing l.perafions and having s;rffi1at 
!."1"1...],f=q$*ging 

markets'

Although mergers amongsbdfnpetitors are not unusUii, the deals trigllSlwe,ragtd lli'"]:]
structurl is a iypical of ransactions of this type. Aimost 90% 9f,1hd"nuJiha'sc 

pnce was

financed through borro,wdd funds, with repaipder financed |q#e.ty 
by a third party equity

investor, Mar's-upfrorit exposure consiste-h 6tpuyrrg for clo"sifffitbs-ts from its.c.ash balance

ir....r"of itsopeiating needs. JP Moffiihase and G6ldfuan Sachs provides the debt

nr"r.lrg for the trunsu.ttn, $l I billion una $S.S billion, respEctively. Berkshire-Hathaway,

o nort.i.litioout .o.,.." ol high-yietd financing, put -in an additional $4'4 billion irr

subordinated clebt. T'ypically suJh financing *orti'hru. been provided by investrnent banks

;; d;-ilJ"ra subsequentl.v repockugJd into securities and sold to long tctm'investors.

Such as pension fhncls, insurun". .o,rpunies and fbreign investors, but the meltdown in

globat credit markets in 2008 forcecl investmqnt bankl T{ hedge funds to. withdraw frotn

iire high yield market ln ah efforts to streRgthen their_balan-ce sheet. Berkshire Fiathway

,, 
' comptitej tn. nnur'diag.of the purchase diiC6 Uv providing $2.1 billion in equity financing

".'......jn ;i.hung. ro. u o9 : ty'";*n.rrhip stake in wriglly.

Questions: ?," i:"'

a. frhv did Wr1pt#r share price 
"$k*itt 

to the $80 offer price following the announcement of

the mergerffuy aia 
"o*p.titor 

Cadbury shares gain 3.5o/o following the announcement?
(04 Marks)

b. Speculate as to how the,_[,$y family may have been convincea to selt their firm. 
Marks)

9. How did t-actors extemal to both finns specifically influence their decision to merge?

d. Would you characterize this transaction as a

particular approach takerr?

e. Of the motivations for business combinations

were tnost applicable in this case study?
**tr<r(*

2 of2

purchase price rePresented a 28 Pe

on the announcement date. The r4r

(04 Marks)

friendly or hostile takeover? Why r.vas this
(04 Marks)

outlined in the syllabus, which.do you think
(04 M'arks)
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