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Fourth Semester MBA Degree Examin,ption;iJuty/Augus t z0zl
'il t.:,. ' "'

Gorporate Valuat:ion
,,tri"..,""t ,ax. Marks:100

Note: Answer any FIVffii questions. 
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What is Divestiture? ,"( -i, (03 Marks)
Explain briefly the situations in which foiiporate valuation is done. * (07 Marks)
Explain in detail the five broad appf,g.,achES used for valuing a company. (10 Marks)

What are the basic drivers of FQf?
Briefly write the steps involv-ed*.iii;valuing a firm under or#a cash flow urrr#J#"u"

(07 Marks)
The profit and loss -oeffind balance shee!,,,,'ffi, Lenith corporation for two years
(year 1, year 2) are giy9j'}",.ffiow: ,::.

1$ - ::::::;io lir

.= .!r

rllillf,ifi:::::,:

Assume a tax

m mtllron
Profit and,,ihoss Account

rr; ,iliir ParticularS 
"..rr:,,,,. 

''' Year 1 Year 2

. Net sales ,, "

Income from marketable security
Non-operating incodg;:l':
Total income
Cost of goods sold

Total cdbts and expenses

Selling an(,iid:ninis
DepreciatigR';
Interest eSenses

PB,,f,,;n.

,{nx.Frovision
PAT

trative expenses:

::::::

,il ::::::+,,. -'

Dividend ,,,,,ir*,

Retained earnin,ss 
et," 

,,,,

5600
140
'7A,,"''

l8l.o
,'3t420
o ob
'' 350

336
4606
1204t"
364
840.,,, 0

,:"ttt420

6440
210
140

6790
37$.Q

u,.,.1.7,9".'.420

.. i!' 392
,.-ri.=,,, 5362
.,:*.1"' 1428

448
980
560
420

Balance Sheet
Equity cffitiIt,''' *,'..,,"

Debt":

2100
1680
2520

2100
2r00
2940

6300 7140
Fixecl'assets .,,,ir,,;::,,:,::::,:::,::,

"ffiestments 1i,*,".,,,'
-Net current assets '

4200
t260
840

4550
1400
1 190

6300 7140
rate of 40
the EBIT 2?D What is the EBIT,"fdf year 2?

ii) What is the taxon EBIT for year 2?
iit) What is th-e#pPLAT for yew 2?
iv) What isrthCFree Cash Flow to the Firm (FCFF) for year 2?
v) Give thobreak up of the financing flow for year 2.
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(10 Marks)



3a.
b. Max steels is an unlisted steel company whose-deb';3# t1ti9,,',t 1U,i11,lT"tf:"i:

;;TJff; +ffi #;ffiil;-fi'';, p, q uno \*:11 in similar steer business. rheir
LJ PVt Vwrrr. r

equlty betas, a"Ut-eq

What is beta?

18MBAFM4O6

(03 Marks)

(07 Marks)
(10 Marks)

(03 Marks)

Company Equity beta Dpbl-,equitY Tax rate

P 1.1 *,. , ,S 1.9 0.30

a t.2 .; 1,$-* 2.1 0.25

R 1.05''irr, 1.8 0.35*",,'

c.

4a.
b.

Explain the stips involved in relativp,,,,.ylHiation' ri. :!rr'

Write a note on various equity vAlufution multiples' ,',, "

The following information is available for Gamma compady:

ROE: 20 Percent_
Cost of equitY = 15 Percent
Dividend pay out ratio'=.0'4 . -,'=\
Book value Per share = 50

Net Profit margin;='$ Percent
Calculate the followihg for Gamma comp€qy':""r:

i) poiEr i;tp;lB, iii) po/So 
-r"i=FE:G 

v) Value ratio. (07 Marks)

c. Discuss the following approa..rr., o.'vaiuing intangible assets: cost approach, market
(10 Marks)

approaeh md economic approach, i.ul, rr',,ri,,

5 a. Wili&alue Based uuoug.,nbdt?"' , -- - .i','"''& '' .:. (03 Marks)

b. Exptain the methods and ksipr.rnir.t tlyny fVg#9#ased Manas.qnl'ent)' 191y*:$
c. Write i" d.di;;;t nCA:rpp."ach to Value @fudnagement' i;.i " 

(10 Marks)

,,l,,arr,' ,,,,,, _ "'tt ,.

6 a. What do you mean by IPO? ..' 
t"\ '"'' 

'',, = 
"''" (03 Marks)

b. What are th; uganayttrrts of debt? ::'"!::::1,""" .,*i;'.'rr',, (07 Marks)

c. What t trr"piJo*dlnvolved for the f,a idn of shares for buyback? ' (10 Marks)

:..,y,::,.'lt;,,, " ll'j',:l '::''

7 a. What is bankruPtcY? (o3l\Iarks)

b. Write a note'on Mtkinr.y apprbpph i" VgIuI' ',"""1'"t*"+ 
(07 Marks)

c. What.ri?d,tfle various ,uU-r.pflp"#]in r"or. .rat oh+h atlon? Explain them in detail'

' 
(10 Nlarks)

iiiii:::' ,, i1i. 'ri{1, + li
,,:f 

,,.,..r,1:,.ri

g a. Wtrit are the various irrfor11ution needed."tot ue a company? (10 Marks)
" 

il't.;$a, ur. foof.ing a,1'.rc valuation of a3ffiie.firm, NCC, done by an investment analyst'
r;;':,;;;1tt;ffi'g,..lg; rt.. .urr, flo1of i+.*ittlon for the following vear and an expected

growth rate of l$Cent, the anatyiti[as estimated the value of the flrm to be 1800 million'

. How.r.r, l.:to lti.J u *ista#oi using the book values of debt and equity, you don't

know therbooii'value weightr eil$toy.a U! nm^uut you know that the firm has a cost of

equity of zO p.r.."i anJ p'ost'tu* rort of deUt of 10 percent, The market value of equity is

thrice its booi value, whqfe.as the market value of iti aeUt is nine-tenths of its book value'

What is the correct value:iJithe frm? (10 Marks)

*{.*{<*
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