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Q.l Answer /Solve the follolling.

a) Discuss the role of capital budg.lins echniques in analvsis and \alurtion 10 COt L2
ofa business?

b) On April l, 2013 Uda) stated a slore for sellins hish,qualiry sradonary. j0 CO2 L4
Hk accou anr has prepared dre statemeDt ofcash ilo$ for thc fiISl )eer as

sho$m in lhe followine lablej
]lellarce Stationery Compmy

Sialemcnt of Cash Flo\as

Udat rhink thal he has had a successtul tear uith casl increasing by Rs,
8,720. You notice tha! the statcment olcarh flows is incoffectly prcparcd

l. You are r.qlired to prepare a proper slalem0nt ofoash ilows lriing
nre direct method.

2. Prepare and evaluation ofdre Reliance slalionery Companyls firsr
year of working. Do ]ou agee ivirh Udayl ass.ssment abour ihe



Q.2

b)

b)

a)

o

r)

b)

OR

How operalins, investi g and financins allivilies are interlinted whh eaclr

otherin B cash flow s@ement? lllustrate wilh example

Answer/solve the following
How to build a Du-Pont analysis model ro analyze rhe perfomance of
company? Exhibn wlrh a suitable example.

Are the price and vatue are same? Discuss the purpose ofvaluariolr

OR
Anal)se the role of discounted cash ilow lechnique as a technique of

Ans$,er/Solve the following
Di.cu..lhe dmalgan._ion rn nalLr. ol purcha5e

OR
Hoi( to select an appropriate con for!?luatioD ofmergerl

Ans$er/So1ve the follor'ing

ABC L!d. had stadcd neeotiation \!iIh a supllier to pulchase hcaq
machinery cosling Rs.20 crores on l$ January 2011. The machinery \,as

delivered at bu)€is cost al the faciory of ABC Ltd. on 1sl May 2013.

ABC Ltd. Securcd te.m loar fiom a commercial baok 10 inance 75% ol
the cost oflhe NSet al an inter€slot' 16% p.a. the loan was disbured on

deiivery of the machilcry al bxlefs fac1ory.

ABC Ltd.lncurredrhe follolving exlenses wilh lespeclto the machinery:

Tmnspnation cha.ge 2, 50,000

Handlins and inslallation charges 1,65,000

Trial and expenscs 80.000

Thc machinery \!as cenjfied d resdy for commcrcial use on lst Auglst.
2013.

But on lst Aueun, 2013 the machinery 1!as not uscd fot conrmercisl
production due to decision ofthe top nranagement 10 cut dorn production

tempomril) . The machinery was actually pu! to use only n om L st ]anua4',

201.1. During the peliod (Aug-Dec.:013) ABC Ltd. incurcd additional

trialrun cxpenses ofRs. 1,10,000.
i. Compule dre cost ofhea\-l machinery forABC Ltd.

2. will)ou inciude expeidixre incured duringthe period ofasse!
ready io use uplo dt aclualuse iD thc value ofmachinerv:
Wh)/Why not?

From the ibuowing Balance Sheer and olher necessary infonnation of P
Ltd. For the )ear ended 31.12.2011. Comluic the vrlue ofgoodwill try the

appllcation of capitalizalion melhod.
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Liabilities Rl. Rs.
40,000

20,000 equily share of
Rs. 100 each tully

2.00.000 Land & Buildins 1,00.000

.10.000 Plinl & Machlnery at 1,00,000

80,000 80

Provision for 1axatior 50,000 Book Debls less

Drovision for bM debG
1.20.000

Proill & Loss 70,000

Total Rs. 4,40.000 Tolal Rs. 4.40.000

Liabiliries Rs

20,000 equiiy shares ol
Rs l0 each fullv laid

2.00,000 Goodqill 30,000

1,000 6% prcferencc
shares ofRs.100 each

i,00,LruLl I-and & Buildins 1,00,000

60,000 Planl & Machine.y 1,20,000
,10 000 60_000

Provision for Ta\ation 20,000 5

Other liabilities 10,000 ,10

24.000
6 000

Toral Rs. r1.t0.000 Total Rs. .1,30

The Conpany commenced operalions in 1997 with a paid up Capitalof
Rs.2,00,000. Profits eamed before prclidin8 laxalion have beenl
2007 Rs. 90,000. 2008-Rs.95.000, 2009 Rs. 1,05.000. 2010 -
Rr.80 000. 2011- Rr. 1,10000.

Assume that incone iax 50%has been payable on lhese profils.
Di\,idend have beendislributed Fomlhe profirs ofthe firsl Llree yeaN (!
l0% and for those of the nerl nro rea6 @15% on the paid up cxpital.

Fromthe foilo\rins Balance sleer ofsrveetex Ltd. You are asked to l0 CO6 L5
ascenairl rhe valuc of each equitl share ofthe company

Forthe pr.rpose of laluingihe shares ofth€ company, thc assets wer.
revalucd as undcrj

Coodwill Rs. 50,000, Land&Building at cost plus 50%. Plant and
machinery Rs. 1.00,000j ]n\estmenr al book vahes; Stock Rs.80,000 and
Deblo6 al boot vaiue less 10%

1. Which valuaiion methodyou will appl): Why?
2. Ascenah the value ofeach share

OR

c) On Marlh 31, 2018 the balanc€ shcet ofManali Lld. Disclosed the i0 co6 L5



The nel profi1 for i yeaN lvere;
2016- Rs.51,600, 201 7-Rs.52,000 2018'51,650
O! which 20% was placed to Reserve. this propo.tion bcnrg considered
reasonable in the induslry in wnich the companl is engaged and shere ihe
Iaii iilve(mc.l rclum may be taken al I 0%.

Compuic the value ofthe company s share ulderlield blsis
merhod and prcfilbl]sis method. Why yield nrerhod is appropriatehere for
the eYaluaiion purpose.?

Q.5 An$\€r the following (Any 2)

a) Q L1d. wanls to acquire R L!d. and h oltered a swap raiio of 1:2 (0.5 10 CO5 LS
shar€s for every ore shareofRl.ld.). Follorving infonnation is Froridedl

following positioni

l-iabilities Rs. R5.

lssucd capjtal in Rr.I0 4,00,000 5.00,000

90,000 00.000
Profit & Loss Account 20.000 Goodwill ,10.000

1.00 000
Current Llabilities 1.10.000

7.40.000

o Lld R LId,

r8.00,000 1.60,00n

Equily shares

outstanding (]l\os.)
6,00.000 1,80,000

).

PE Ratio l0 times

Market price per share Rs.30

Assemble the informalion given rnd answer the followingi

(i) The number ofequily shdcs 10 be issued by Q Ird. Ior acquisition oIR
Lld.

(ii) What is the EPS ofQ Ltd. after the acquisition:

(iii) Detennine thc cquivalememings per share ofR Ltd.

(iv) \vhat is the expected marker price per share ot Q Ltd. alier the
aoquisition, dsuming irs PE muliipleremains unchanged?

(y) Dctc.mine the nurket value ofrhemerg€d fi.m.

b) Reliable Indusrries Ltd. (RIL) is considerirB a rakeover oI Sunflou€r l0 CO5 L6
Indusl.ics Ltd. (SIL). The parti.ulaJs ol2 companies are Bivcn belo$,r



RIL SI
Earnings After Tax (') 20,00,000 10,00,000

Equity shares (No.) r0,00,000 10,00,000

EPS 2 1

PE ratio (times) IO 5

Assemble the infomation given and ansrver the following

(i) What is the ma*et value of each company before merger?

(ii) AssuminS that the management ofRIL estimates that the shareholders
of SIL will accept an offer of one share of RIL for four shares of SIL.
Ifthere are no slrergic effects, what is the market value ofthe post-
merger RIL? What is the new price for sharc? Arc the shareholders of
RIL better or worse off thar they were before the merger?

(iii) Due to syneryic effects, the management of RIL estimates that the
eamings will increase by 20%. What is the new post-merger EPS and price
per share? Will the shareholders be better offor worse offthan before the
merger?
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