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Yearsffifu
{ir. ia:il, r"

$s',.

In millipn'
I 2

13,,t- *4 5

Free caslr.flor,flto the firm 200 250 300 340 380

Interesf$dHmitrg debt s00 400: 300 200 100

Inter$J eitiiense 60.. 48 36 24 r%i

CalculEte the enterprise value of,ffinega Ltd. using t

(i) Beyond year 5, the free+ash flow to the year o

(,) Pr/E, (ii) P0/Be..l,.'".. 1iii1 Po/So (i9 PEC

"mu1trg1fj:.,prgues Aswath Damedaran. Explain his argument-

t;;;*;.' lof 3
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(03 Marks)

(07 Marks)

(10 Marks)

(03 Marks)

(07 Marks)

(v) Value ratio,"': (10 Marks)
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(i) Beyond yeat 5, the free cash flow to the yry]4flryI of Omega*rilLgrou
rate of l|o/oPer q9ryffi .. il",umu' 

,,,(ii) Omega's unlevered cost of equity is 14% per annum

(iii) After year 5", Ope$a will maintain'a', ffiequity ratio o!_"a. .7

[13 tffiJtri#:::H',3##';T,"#5:uitvratio-l'f*'#7 ,,

(ui) The risk free rate is 8%

(vii) T"Hh1"drket risk premiuffi,*6%. q 
* (10 Marks)

S "qr" ...a. Felix'tdmpany has an RGIthdf 15% ; g ofJ0% and WACC of l2%. Calculate the EV/BV

multiple. i (03 Marks)

6.'rri:ffii'bcuss in detail tH*eps involved in Rel6five valuation. ., (07 Marks)
-'='",lThe fotlowing infq,rffition is available for Gamma company I .',, 

1

ROE: 20o/ou;,=-,,,{6st of EquitYfl,I.# ; Dividend Payout ratio = 0.4 ;

Book vatue'ffit*hare = Rs.50 ; :'I'ru('- Net profit margin = l0o/o ' ' ; '. '

calcutateifiJ%uowing for Gq6nma company: ", .,,

a. Pioneer Ltd's ROI C*is 16%o and its g is 10% Pioneer's depreciation and amortization.

:s Ebrtu^A. is 3ooCharges (DA) i*..*k"and its tax rate is 30% Pioneer's WACC is 13% and it

million. What is Pioneer's'EV? ' (ol Marks)

b. 'You can adgpf 'tLe multiple that reflects your trias or use all the multiplier:or pick the "best"

Time: 3 hrs. \*"* M.4x, N
ij.::ir., E :

Note: l. Answer any FIVEfull questiod;=" E. ''i '

2. (Jse of present value and N!%fvaluefactor tableQ,-*-ffil.awed.

I a. What is WACC? How is it computedfl.. 
''-"'u

ii #s$S;

b. Describe the various situations in whicli corporate valuation-i$done.

c. Explain the various approachegyqgttribr valuation of a coryp y.
t ':"

*2 a. Explain the costs of finangLl ffistress. 
.,. -.;.b. Explain in detail the rationale and objections to share buy backs.

c. The following projeciidffisare developed for OmephC-td.

(07 Marks)
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fo'i,ffimpany D an unlisted pharmaceuticalThe following financial information is available
:company which is being valued | 

"

(1) EBITDA : 1200 million I 
u

(i0 Book value of assets : 3000 mi
(iiD Sales : 7500 million

*Pi:";;:

is given below :

l1 in"forrint

d-..+

A: B C

Sales $ffi8-00 6000 9600

EBITDA .. ,q :{40 1080 1440

Book value of asIH& 2400 3000 42p"0

Enterprise va$1g;ftEV) 6000 10500 *e600

,1 'S!:'.\ ;,
-l .,,-r .

h,xplam the role or
liti' "'

rporate valuatiop.'o

(10 Marks)

(03 Marks)

What are the implications of real world i dividend policy? (07 Marks)

Explain in detail the Mar.*$p Approach ur ValuS"Bded Managemght. (10 Marks)

du$q::'\q

,q.:,,,,,,+fu

a.

b.

c.

6a.
b.

r--d$t& ii 
.,rS; 'rh " 

' 
rf

Defure NOPLAT. How iS'it calculated? . *.. 
'i., (03 Marks)

yed by triml$h'you know that the frm has a cost of
of debt of 16e/o. The market value of equity is thrice its

Lre[ne I\IJrLAI. -Y* lJ l[ uilluur4,ot, *,*_. ,"*;"_
you are lookine at the valuation of a }taffie firn\ NetwpilK d., done by an investment

'ri . - 4...

analyst. nased.iffifi expected ae.6a"6r w o{ Sj millffin:'for the following year and an

expected grovft#of 9% the analyffiiestimated tfe*v{iue of the firm to be 1800 million.

Howeverohg''committed a miffiqg of using the b-o"dP'mlues of debt and equity. You do not
IlVYYwvwri\rrv vvuurr

know,the book value weighti

equity art 20% and a pos&-;fax
-$i:il:: {SW: -

multi-business units. .;;m
c. Explain in detail the dleai"$.pproach in value Based Management.

:::r;j'

,$i''

(07 Marks)

(10 Marks)
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CASE STUDY: (compulsory) 
"_ dl.;nu""''

The profit and loss account and balance sheet of Zop'tffidiation for two years (Year 1 and

Year Z)are given below: Y:}

PROFIT AND IrcSS'ACCOUNT

!.{.-ii
:;^

a.:.
i-:
i:,
:r'
ii
:':

In Million,,,w#:,-

Year I $Fqfr,P;

Net sales ,,,,,,qh,*
5600 64"ffi

Income fromfi4+rkotable securities .=JAq 2.10,

Non Operati&-ffiome #+=."... 140
,'.'- qk. iqu;
lotat mcoBle 5810 6790,,.

Costse*e0d'as sold ;; 3220 3780

S el*lliBtrnd Administrative expffies 700 774

DepiEbiation .u, 
'*' 350 420

ffiiterest expenses 4.,. 336 392

FTotal costs and expe+.sQ" 4606 s362

PBT t204 r428

Tax Provision +, 364 448

PAT ,-,5 ', ; d..-='840 980

Dividend T;.1 ., 420 5.50

Retained BCrnings * 
*''/@' 420 ;q*.s'

,,' BALANCESHEET .
Effiutapitat *''t *,* 2100 2100

1688, 2100

ebt .',,fu="' 
* e,:ff20 2944

S4. 
"4 6300 7140

Fixed Assetq - 
*"= .lryi* 4200 4550

d .-. .li

Investmgu$p ..J .,,$"s'i' t260 1400

Net ctg&#rd$${.ssets {ir 840 I 190

,,::l;+. Si:++$
: H:i 6300 7140

i ,':
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#,:i"Assuming a tax mt 40%. .____'r''s (r) - What-i'Stke EBIT and .t"9!4n EBIT fot year 2'|(r) Whatiis"trke EBIT and t-ax'4n EBIT fot year 2'l

iD Wpat{s itre NorueP"ffi;ftar zz

iilil l\ntffi{ is the free casfsf$S to the^firm (FCFF) for the year 2?

(rv) ' at is the ROIC fer the Year 2?

.r#t,,..

#"\' 'r * *:tc:r

(05 Marks)
(05 Marks)
(05 Marks)
(05 Marks)
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