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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.








Part - A 



Max.Marks:25
Answer all QUESTIONS.
	1.
	What are the limitations of NPV?
	[3M]

	2.
	Explain the concept of Portfolio Risk.
	[3M]

	3.
	Why is MIRR is superior to the regular IRR?
	[3M]

	4.
	List out the techniques of risk analysis.
	[3M]

	5.
	What are the disadvantages of lease financing? 
	[3M]

	6.
	Explain various types of Merger. 
	[2M]

	7.
	What is the best and worst case analysis?
	[2M]

	8.
	What is meant by Adjusted NPV?
	[2M]

	9.
	Explain the key features of Project Finance.
	[2M]

	10.
	Explain the basic principles of Return on Investment.
	[2M]










Part – B


   
 Max.Marks:50
ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 10 MARKS.
	11.
	a)
	Determine the risk-adjusted net present value of the following projects:
Net cash outlays (Rs)
1,00,000

1,20,000

2,10,000

Project life (years)

      5


      5


   5

Annual cash inflow (Rs)
  30,000
              42,000
             70,000

Coefficient of variation
     0.4


     0.8

 
   1.2

The company selects the risk-adjusted rate of discount on the basis of the coefficient of variation:
Coefficient of variation
Risk-adjusted rate of discount


0.0


0.10


0.4


0.12


0.8


0.14


1.2


0.16


1.6


0.18


2.0


0.22
              More than 2.0

0.25
	[5M]

	
	b)
	Explain the certainty equivalent method with a hypothetical example.
	[5M]

	
	
	
	

	12.
	a)
	What is meant by capital constrains? Write a brief note on internal capital constrains.

	[5M]

	
	b)
	Explain the differences between Capital rationing and Portfolio management.
	[5M]

	
	
	
	

	13.
	a)
	What is meant by IRR? Explain the limitations of IRR.


	[5M]

	
	b)
	Explain the impact of Inflation on Capital Budgeting Decisions of a firm.
	[5M]

	
	
	
	

	14.
	a)
	The Expected Cash Flows of a Project are as follows :
Year

Cash Flow

0

-100,000

1

20,000

2

30,000

3

40,000

4

50,000

5

30,000

Cost of Capital is 12%. Calculate the Discounted Payback Period.

	[5M]

	
	b)
	Discuss the procedure for simulation analysis.
	[5M]

	
	
	
	

	15.
	a)
	Explain the terms (i) Sale and lease back (ii) Direct Lease (iii) Single Investor Lease (iv) Leveraged Lease (v) International Lease .

	[5M]

	
	b)
	Explain the process of accounting and income tax aspects of lease financing in India.
	[5M]

	
	
	
	

	16.
	a)
	Discuss the problems on mergers and acquisitions.

	[5M]

	
	b)
	Explain the basic principles of cash flow estimation in a project with examples.
	[5M]

	
	
	
	

	17.
	a)
	A Ltd is planning to acquire T Ltd. The relevant financial details of the two firms prior to merger announcement are as follows:


Particulars



A Ltd


T Ltd 

Market price per share

Rs 150

Rs 60


Number of shares


1 lakh


50,000

The merger is expected to yield gains with present value of Rs 20 lakhs. A Ltd offers 25,000 shares in exchange of 50,000 shares of T Ltd.

You are required to determine:


(i)
Total value of combined firm (AT Ltd ) after merger;



(ii)
Gains to the shareholders of A Ltd and T Ltd ;



(iii)
True cost of acquiring T Ltd; and



(iv)
NPV of the merger for shareholders of T Ltd.

	[5M]

	
	b)
	What are the bases on which the exchange ratio is commonly determined in practice? Critically evaluate them.
	[5M]
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