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Note : No additional answer sheets will be provided.

Answer ANY FIVE QUESTIONS.  ALL QUESTIONS CARRY EQUAL MARKS.
1) How is accounting rate of return calculated? Explain the accept-reject criteria, its 

      merits and demerits.

2) What is a merger? Explain various types of mergers with examples.

3) What is sensitivity Analysis? How does it work?

4) What is capital rationing? What are the reasons for capital rationing?

5) Discuss the Risk Analysis in investment decision.

6) Explain product market and capital market risks.

7) A large size chemical company is considering investment in a project that costs Rs. 40,00,000.  The estimated salvage value is zero; tax rate is 55%. The company uses straight line method of depreciation and the proposed projects has cash flows before tax (CFBT) as follows:

	Year
	CFBT

	1
	Rs. 10,00,000

	2
	Rs. 10,00,000

	3
	Rs. 15,00,000

	4
	Rs. 15,00,000

	5
	Rs. 25,00,000


Determine the following: 

a) Pay back period 

b) Average rate of return

c) Internal rate of return

d) Net Present Value at 15%

e) Profitability Index 
-- 00 -- 00 --
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