CMDQ/D-19 5207
ADVANCED FINANCIAL MANAGEMENT

Paper-MC-302

Time : Three Hours) [Maximum Marks : 80

Note : The first question is compulsory and each part of it carries

4 marks and answer of each part mitist not exceed 150 words.
Out of the remaining questigng) the candidates are required

to attempt any four questibiis carrying 14 marks each.
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/ Explain/Answer the following parts :
() Determinants of dividend decision.

(i) Stock splits and stock reverse.

(iiiy Hostile takeover.

(iv) .Gains expected from mergers. s
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(v) Features of optumum capral structure
(vi) Legal aspect of mergen and takeoven
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(akulate the operating leverage and financial leverage from the
follkow ing Jdata

EBIT Rs 20.00.000

PAT Rs 2,00.000

Opersting Fixed Cost Rs 10,00,000

Tax Rate 407

If the company wants to increase its PAT by 40% o, w hat should be
the percentage nsc in the sales”
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whvem gfE ferh ¥rft wifey? 5. FirmA is planning to acquire Firm B. The relevant financial detals
) of the two firms prior to the merger announcement are as

A, What are tvpes of dividends? How far do you agree with the follows ;

proposition that dividends are irreievant ? Explain inthe light of [ Particulars FimA Firm B

M-M model and Walter's model of i\ idend decisions. Can a [ Market price pershare | Rs. 75 Rs. 30

company pay dividend out of capital? ' .

e S N No. of shares 10,00,000 5,00,000
wrate e & TH §aq & Ty €
K Market value of the firm 7.50,00,000 1,50,00,000
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The merger is expected to bring gains which have present value

A TN YRR W e g of Rs 1.5 crore. Firm A offers 2.50,000 shares in exchange for

5 lakh shares to the shareholders of Firm B. You are required to

y Answer the following in up to one page length - ~ determine :
(1) What is EBIT-EPS analysis? [liustrate

b “ . . . - . . s
(1) What is financial distress® (i) Gains to the shareholders of Firm A; and

() Difference between NOI approach and M-M approach of

capital structure merger to Firm B.
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(i) Total value of firm AB (PVAB) after merger;

(iii) True cost of acquiring Firm B and net present value of the
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ferere A wEB ] (5‘ What do you understand by Muancinl restructuring? How does It
R 2R SR ged .75 .30 impect the value of finn In the long run? Cive some examples of
U #1 9 10,00,000 500,000 financial restructuring of any firm,
w1 T g (T.) | 75000000 | 1.50.00,000 refra prtam & g e wpd ¥ €nd e 3w o ¥ e
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8. Discuss the salient features of the Indian Accounting Standards,
F ¥

J . namely 103 and 27. Also explain Pooling method of accounting
G) foera ¥ qveam ®H ARCET $H o9 (I1ETEr T M&A.
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6. Discuss corporate restructuring initiatives by some large

corporate giants in India. How does organisational restructuring
impact merger and acquisition decisions both in pre and post-
acquisition scenario?
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