[image: image1.jpg]Sreenidhi Institute of Science and Tm:hnnlngy

AUTONOMOUS




S
Sreenidhi Institute of Science & Technology
(An Autonomous Institution)
Code No:    103MB43
MASTER OF BUSINESS ADMINISTRATION, MAY/JUNE, 2012 ( Regular )
II - YEAR II - SEMESTER

STRATEGIC INVESTMENT FINANCIAL DECISIONS 
Time:
3 Hours







     Max. Marks : 60

 
Note : No additional answer sheets will be provided.

Answer ANY FIVE QUESTIONS.  ALL QUESTIONS CARRY EQUAL MARKS.
1.
Elucidate various phases involved in project management. 

2. 
Explain about various techniques of capital budgeting. 

3. 
Distinguish between mergers and acquisitions and discuss different types of them. 

4.
What do you mean by the term "financial distress"? Explain its consequences on the survival of a firm. 

5.
What is capital rationing and narrate the procedure to select projects under capital constraint. 

6.
B Company is being acquired by A company on share exchange basis. Their selected data are as follows:
	
	A
	B

	Profit after tax(Rs. Lac)
	56
	21

	Number of shares(Lac)
	10
	8.4

	Earnings per share(Rs.)
	5.6
	2.5

	Price-earnings ratio
	12.5
	7.5



Determine: 


(a) 
Pre-merger market value per share of each company, and 


(b) 
The maximum exchange of shares that A Co. should offer to B Co. without 
the dilution of Earnings per share. 

7.
X Company is considering two projects M & N, each of which requires an initial outlay of Rs.50 lacs. The expected cash inflows after taxes from these projects are: 


        Year 
      Project-M 
      Project-N 



1 

12 

37 


2 

18 

24 


3 

33 

19 


4 

36 

12 

a)
What is the Pay Back Period for each of the projects? 

b)
If the two projects are mutually exclusive and the cost of capital is 15%, which 
project should the firm invest in as per NPV method.

Note: The present value factor table at 15% discounting rate shows the following values for 1 rupee: 

	Year 
	1
	2 
	3 
	4 

	P.V.F. 
	.870 
	.756 
	.658 
	.572 
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