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ABSTRACT

This case study is an applied research project which concerns on finding the financial
viability of a company integration done by D Samson Industries (Pvt) Ltd. Company
integrations are carried out with sensible and dubious reasons and identified variously based
on the nature of the integration. This thesis explores the topic of company integrations and
their financial implications by employing various financial evaluation techniques, namely
Net Present Value (NPV), Internal Rate of Return (IRR), Payback Period, Sensitivity
Analysis and Synergy benefits. The work has carried out a comprehensive financial analysis
of selected integration project, considering factors such as initial investment costs, projected
cash flows, and the time value of money. NPV calculations are employed to determine the
present value of future cash flows, while IRR is used to assess the project's potential return
on investment. Additionally, the payback period is analyzed to ascertain the length of time
required to recover the initial investment and sensitivity analysis to determine the changes in
NPV with the changes in key input variables. Calculations and discussions are completed
with final synergy benefit calculation to wrap up the financial understanding of the company
integration. This applied research project serves as a valuable resource for professionals
involved in corporate finance, mergers and acquisitions, and strategic management,
providing them with a comprehensive understanding of the financial implications of
integration projects and providing practical insight and guidance for financial evaluation and
aiding in the decision-making process.



ACKNOWLEDGMENTS

I would first like to thank my thesis advisor Dr. Venura Welagedara, Department of
Industrial Management, Faculty of Business at the University of Moratuwa. Dr.
Venura Welagedara was always helpful whenever | ran into a trouble spot or had a
question about my research providing me with necessary resources and guidance. |
am also grateful to Dr.Miuran Dencil, coordinator of M. Sc. /Postgraduate Diploma
in Financial Mathematics programme for motivating and guiding me in making this

research a reality.

My sincere thanks also go to D Samson Industries (PVT) Ltd and the team. Special
thanks to Mr Dilshan Rajapaksa — Director — DSI Samson Group, Mr Renuka Bandra
- Chief Financial Officer - D Samson Industries for providing all the financial figures
for this work. Without their precious support and the help of the finance team it

would not be possible to conduct this research.

Last, but not least, I would like to thank my loving parents, sister and friends for their

support and encouragements throughout writing this thesis and my life in general.



TABLE OF CONTENTS

DECLARATION ...ttt sttt n e e nae e 3

ABSTRACT . bbb bbb b 4

ACKNOWLEDGMENTS ..ottt ettt e 5

TABLE OF CONTENTS ... 6

LIST OF TABLES ... ..ottt 7

LIST OF FIGURES ...ttt 8
INTRODUGCTION ...ttt ettt b ettt b e sb e e sh e e sab e s bt e b e e beesbe e e b b e esneenneenbee e

1.1 Objectives and the Importance of the Study ............cocvvvvvienene, 10
LITERATURE REVIEW ...ttt bbbt et nbe e
SAMSON GROUP OF COMPANIES — GROUP PROFILE AND ITS COMPANIES.................

3.1 Samson Group of Companies — OVEIVIEW...........ccccveveeevesreennenn, 19

3.2 D. Samson Industries (PVT) Ltd — OVerview..........c.coovvvevennnne. 19

3.3 DSI Synthetic Leather Manufacturing Plant — Overview ............ 21

3.4 Benefits t0 the GroUP ....cceoveiveieerieicseseee e 22
RESULTS AND DISCUSSION ..ottt ettt sie e be e sbeesbeesene s

4.1 Profit and L0SS ACCOUNES ......cceeruerieiierieeiesieesiesie e see e sreenee e 24

4.2 CaSN FIOWS ....cooiiiiiiieieee e e 28

4.3 Project Evaluation Calculations............cccccceeveieiieiicie e, 31

4.4 SenSItiVIty ANAIYSIS........coviiiiieie e 33

4.5 Synergy CalCulation ............ccccveviiieiiece e 39
CONGCLUSION ...ttt bbbt b et e b e e s b e e e be e e sb e et e e sbe e sbeesaeesnbeannas
BIBILIOGRAPHY ..ttt bttt e b e bt s bt e s he e sttt e et e e nbeesbeesnne s



LIST OF TABLES

Table 1-Profit and Loss Account of Year 2020/21 (Year 1)
Table 2- Profit and Loss Account of Year 2021/22 (Year 2)
Table 3-Profit and Loss Account of Year 2022/23 (Year 3)
Table 4-Cash Flow Statement of Year 2020/21 (Year 1)

Table 5 - Cash Flow Statement of 2021/2022/2023 -Year 2 and Year 3
Table 6 - Profit and Loss Account — 3 Years

Table 7 - NPV, IRR, Payback Period Summary

Table 8 - Decrease in Discount Rate/ Sensitivity Analysis

Table 9 - Increase in Discount Rate/ Sensitivity Analysis

Table 10 - NPV vs Discount Rate

Table 11 - Decremental changes to revenue/ Sensitivity Analysis

Table 12 - Incremental changes to revenue/ Sensitivity Analysis

25
26
27
29
30
31
32
35
35
36
38
38



LIST OF FIGURES

Figure 1- D. Samson Industries (Pvt) Ltd factory view- Galle
Figure 2 - Capacity Utilization
Figure 3 - Central Bank Reverse Repo Rate

Figure 4 - Average monthly household expenditure by major non-food
expenditure groups - 2009/10,2012

Figure 5 - Average monthly household expenditure by major non-food
expenditure groups - 2019 and 2016

21
32
34

41

42





