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Note: 

1. The paper is divided into TWO Sections: SECTION-A and SECTION-B. 

2. There are five questions in SECTION-A.  You are required to attempt ANY THREE. 

3. All the questions of SECTION-B (Case Study) are compulsory.

SECTION-A (20 Marks each)

1. 
a) 
List   and   explain   at   least   five   key  environmental forces that have changed the way 
projects are managed? How are these forces affecting management of projects?
     (5+5)
b) 
Explain   the   importance   of   assessing   culture  of an organization before deciding the 
project management structure that should be used to complete a project in that organization.








       (10)

2. 
a) 
How do you evaluate secondary information? Discuss the key steps in a sample survey. 
(5+5)

b) 
How would you evaluate the appropriateness of a technology in a project? Describe the various ways in which banks provide working capital advance.


     (5+5)

3. 
a) 
Discuss   the   application of capital asset pricing model (CAPM) to the calculation of cost 
of equity? Differentiate between PERT and CPM model.



     (5+5) 
b) 
What is IRR and how is it calculated? Discuss the importance of considering alternative ways of transforming an idea into a concrete project.



     (4+6)
4. 
A power project has been proposed to be set up with a capacity of 1050 MW. Per MW cost will be Rs 6 crores. Auxiliary consumption is 4.5 percent. The Plant Load Factor (PLF) of the power plant is expected to be 70% in the first year; 75% in the second year and 88% in the third year. 
Based on this information answer the following questions:

(a) 
How much electricity will be generated in the first three years? How much electricity will be available for sale?  

(b) 
If coal is being consumed @ 0.700 kg per unit of power generation, then how much coal will be consumed? If the secondary fuel is required 1.75 ml /Kwh how much secondary fuel oil will be required?

(c) 
Financing has been proposed as 20 percent equity and 80 percent debt. If the interest cost is 10.5 percent, how much will be the interest for the first year.  

(d) 
How much will be depreciation if the Straight Line Method (SLM) method is being used for ten years. Depreciation has to be charged up to 85% percent of the value of the project assets.  

(e) 
If the operations and maintenance expenses are 1.5 percent per annum of the project cost and escalate by 5.04 percent per annum, what will be expenses on this account for the first three years?  






             (5x4=20)
5. 
M/S XYZ & Co. is considering two projects A and B. Project A involves an outlay of Rs. 100 cr. which will generate an expected cash inflow of Rs. 25 cr. per year for 6 years. Project B calls for an outlay of 50 cr. which will produce an expected cash inflow of Rs. 13 cr. per year for 6 years. The company’s cost of capital is 12%.

a) 
Calculate NPV and IRR of each project.





     (5+5) 

b) 
What is the NPV and IRR of the differential projects (the project that reflects the difference between Project B and Project A)




       (10)

SECTION-B (40 Marks)

Case Study (Compulsory)
Case-1: Delta Inc.
Delta Inc. manufactures electronic testing equipment. Its products are known for their quality, and they command a premium price in the marketplace because of their reputation.

Hannah Elkton is vice president of marketing, Jim Anderson is sales manager, and Cathy Perez is product development manager. Jim and Cathy both work for Hannah. Cathy came to the company two years ago from a competing firm when she was bypassed for a promotion. At Delta, she initiated a project to develop a lower-cost testing device that would compete with products in the lower end of the market, such as those manufactured by her previous employer.  After nearly 12 months of development work, the product met Cathy's expectations. Manufacturing of the new product started soon afterward, and it hit the marketplace about three months ago. Jim, a Delta employee for 25 years, felt slighted when Cathy initiated the development project without seeking his input. He believes that he has knowledge of the marketplace and knows what will or will not sell.

One day Jim schedules a meeting with Hannah and Cathy. He opens the meeting by announcing, "I wanted to get together to tell you that we are having a big problem. My sales representatives say that some customers who purchased Cathy's new cheap testing device are very dissatisfied." 

"What specifically is the problem?" asks Cathy. 

"I don't exactly know for sure, but my sales reps tell me they aren't interested in peddling them if they aren't working right," responds Jim. 

"How can you come to a meeting like this and make accusations without having the facts? What kind of problems and how many?" demands Cathy. "Maybe your sales reps don't want to sell this product because you're giving them a lower commission on it." 

Jim quickly answers, "Maybe if you had tried to find out what our customers need and want, rather than what you thought they wanted, the product would be more successful. As far as I'm concerned, you've wasted a lot of money developing this piece of junk- money that has cut company profits and reduced bonuses this year for me and my sales reps." 

Hannah breaks in. "We must get some factual data on what precisely the problems are and how to correct the situation. We can't let a problem like this tarnish our reputation and hurt the sales of our other products." 

Cathy and Jim respond simultaneously, "Let me do it." 

6. 
Case Questions:

i. What should Hannah do? How should she proceed? What lessons can be learned for future projects?  









       (15)

ii. Why is there a problem at Delta Inc.? How could the problem have been avoided?                 (7+8)

Case-2:

Bharat Oil Company needs Rs 150 crore for doing test drilling in a certain block awarded to it by the Government of India. If the outcome of the test drilling is favourable, Bharat Oil Company will require Rs 350 crore for developing the site. As per the latest balance sheet, the total assets of Bharat Oil Company are Rs 2500 crore. The market price per share of the company is Rs 270 and the earnings per share are Rs 30. Other firms in the oil industry sell at an earnings multiple between 11 and 13. Bharat Oil Company's debt-equity ratio is 30 percent, compared to the industry's average of 40 percent.

7. 
Case Question: Suggest the financing method that seems most appropriate for this situation and give your reasons for the same. Please show your computations wherever required.
       (10)
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