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Note:    a)  No additional answer sheets will be provided.

          

b)  All sub-parts of a question must be answered at one place only, otherwise it will not be valued.

          

c)  Missing data can be assumed suitably.





Bloom's Cognitive Levels of Learning (BCLL)

	Remember
	L1
	Apply
	L3
	Evaluate
	L5

	Understand
	L2
	Analyze
	L4
	Create
	L6









Part - A 



Max.Marks:20


[image: image1.wmf]Answer all QUESTIONS.
	
	
	BCLL
	CO(s)
	Marks

	1
	Differentiate risk and uncertainty.
	L3
	CO1
	[2M]

	2
	Define the term Portfolio Risk.

	L1
	CO2
	[2M]

	3
	What do you understand by the term modified IRR.

	L2
	CO3
	[2M]

	4
	What is bailout payback method?


	L2
	CO4
	[2M]

	5
	Define Operating lease.
	L1
	CO5
	[2M]

	6
	Define mergers and acquisitions.



	L1
	CO6
	[2M]

	7
	What is Capital Constraint?
	L2
	CO1
	[2M]

	8
	What is Risk adjusted NPV?
	L2
	CO4
	[2M]

	9
	Distinguish between mergers and acquisitions.
	L3
	CO6
	[2M]

	10
	What is ‘sensitivity analysis’?


	L2
	CO2
	[2M]








           Part – B


   
 Max.Marks:50

ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 10 MARKS.
	
	 
	
	BCLL
	CO(s)
	Marks

	11.
	a)
	Discuss the steps involved in sensitivity analysis.




	L3
	CO1
	[5M]

	
	b)
	How will you analyze the risk before taking any investment decision?
	L2
	CO1
	[5M]

	
	
	
	
	
	

	12.
	a)
	What are different internal and external Capital Constraints?
	L2
	CO2
	[5M]

	
	b)
	A firm is considering the following two projects M and N: 



Project  M

Project  N

Investment  ( In Rs.)

2,50,000

2,50,000

Annual net cash inflows (Rs.)

80,000

60,000

Life (Years)

6

10

Cost of capital (%)

10

10


Because of the capital rationing imposed by management, the firm can choose only one project. Which project should be selected?
	L5
	CO2
	[5M]

	
	
	
	
	
	

	13.
	a)
	Explain the important steps in the capital budgeting process.
	L2
	CO3
	[5M]

	
	b)
	Do you think will there be any impact of inflation on capital budget decisions? If yes, how are you going to accommodate this effect?
	L3
	CO3
	[5M]

	
	
	
	
	
	

	14.
	a)
	How do you calculate IRR method?
	L2
	CO4
	[5M]

	
	b)
	A project costs Rs.81,000 and is expected to generate net cash inflow of Rs.40,000, Rs.35,000 and Rs.30,000 over its life of 3 years. Calculate IRR of the project.
	L5
	CO4
	[5M]

	
	
	
	
	
	

	15.
	a)
	What is Lease financing? Distinguish between leasing and hire purchase.
	L2
	CO5
	[5M]

	
	b)
	List out the advantages of a Lease.






	L3
	CO5
	[5M]

	
	
	
	
	
	

	16.
	
	X co. is acquiring P co. X will pay 0.5 of its shares to  the shareholders of P Co. for each share held by them. The data for the two companies are as given below:

X Co.

P Co.

PAT ( In Rs. Lakhs)

150

30

No. of shares ( In Lakhs)

25

8

EPS ( Rs.)

6.00

3.75

MPS (Rs.)

78.00

33.75

P/E Ratio

13

9

i) Calculate the EPS of the surviving firm after merger
ii) If the P/E ratio falls to 12 after the merger, what is the premium received by the share holders of P Co. (using the surviving form’s new price)?
	L5
	CO6
	[10M]

	
	
	
	
	
	

	17.
	a)
	Explain the concept of adjusted NPV and how it can be effectively used. 
	L2
	CO1
	[5M]

	
	b)
	Briefly explain certainty equivalent method.
	L2
	CO2
	[5M]
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