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b. The current dividend-@rlpr equity share of intem.dtional computers limited is Rs.3.
The present growth ratF,i%S0%. However, this will desline linearly over a period of l0 years
and then stabilize #tj@o/6. What is the intrinsic value per share of international computers

,*i{4{

Note: 7. Answer any FQffiffull questionsfrom gJVfl.t n Z.

2. QNo. I is comfutiory. ry
3. P.V. table is'pet-mitted. r *T'yT*- _, 

*'
I a. What do you mean by Ecggogfifbrofit? (02 Marks)
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,-*"S2 a. Outline ff diffCrent attributes of intangible assets. (02 Marks)
b. Discus$ffi$ve broad approaches &i#aluing a company. $qh*. ' (06 Marks)
c. Moor*aiqffiowing at an above affie rate. It foresees a1ffih rate of 20o/o per annum in

free cash flows to equity holdersffidre next 4 years. ft iffiffily to fall to W% in the next two
years. After that, the gowQ ra$b is expected to stabilife at SYo per anry*h The amount of
free cash flow (FCFE) peed$rity share at the beginning of currentgipaq'is Rs.l0. Find out
the maximum price affiQ'lth an investor, .follower of the free cislt approach, will be
prepared to buy the coffidny's shares as ordate,'assuming uoequtty capitalization rate of
l4%? 
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3 a. What is an eff&i@f'market? **#' (02 Marks)
b. Zenirh compqry'$ ROIC is 18% 

"an&qi?s 
'g' is I 2%. Zenith's depreciation and amortization

charges @A) is l|o/o,taxrate 3ffia)ilACC is l4Yo. Determine EV to EBITDA multiple.
,f."t^",rr' u*a" &l /o6 Mqrlrc\

4 a. U&dt are the sources ofbjrffirn valuation? ,* ' ' (02 Marks)
rrating margin id'r/f\Yo and growth rate is 11%. Its reinvestment rate
l3%. Comoute the EV to sales multiole- (06Marks)

limited, as per'ffi@ffiend discount model, if investors require a retum of 16%? (06 Marks)
c. Briefly explain YW.n, enterprise valuation'iiiultiples. Give examples. (08 Marks)

charges @A) is l|o/o,taxrate 3ffiqWACC is l4Yo. Determine EV to EBITDA multiple.-*:ryy M M (06Marks)
c. List aad."trlie explain steps ilyvglVbd in developing financial forecasts. (08 Marks)'*. _/ r r '!k .9i,,

W,, 'Y

'" rffi &r

Q-. 
qMddem Ltd, after-tffiflerating margin idn\W::, n and growth rate is 1 1%. Its reinvestment rate

', 
t't is7}yo and its WAqCti$"13%. Compute the EV ro sales multiple. (06 Marks)

c. 
" 
The followingjnfprhltion is availaffi[or Tejas company:

* {.--ROE *"; I =25o/o 6+,'
Cost of EhuLSr 0<.) = l7o/o^ '"'s

Dividend payout ratio = 5g:%"

Book value per share ,SqO.
Net profit margin q#y0%
s * : l25Yo

4"
Calculate the follq*fug for Tejas company:
i) Po/Er ii)ffi# iiD P0/S0 iv) Value ratio.
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(02 Marks)
(06 Marks)

to valuation.
(0E Marks)

(02 Marks)
(06 Marks)

(year I ,year

ffi
s.

5 a. Bring out the limitations of the DCF approach. * *ffipu*

b. Whai are the common misconceptions about the effrcierrffiditet hypothesis?

c. Discuss briefly the three levels of valuing a company'#hei strategic approach
.:+ {Sffir'

ffi*a,*W
6 a. What do you mean by sYnergY? dT P*

i :--,,-r---r i-- -.--l^.:--^ --^f-.^+:^-{$r W ""i"b. Discuss the steps it
c. The profit and loss

2) we grven below
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iv) Wt ut&\*ffiree Cash I'lowifo.the Firm @CFF) for year 2'l
* l;'

Mention the ffasons for using PIE multiple in relative valuations.
Discuss the guidelines for corporate valuation.
'Zero'Ventures, a PE investor is considering investing 5000 million in the equity of 'Hero',
a start-up IT company.,,Zero's required retum from this investnent is 35% and its planned

holding period is {y&rs. Hero has projected an EBITDA of 7000 million for year 5. An
EBITDA multiglejif.6 for year 5 is considered reasonable. AT the end of year 5, Hero is

likely to have adbbt of 2500 rnillion and a cash balance of 800 million.
i) What ogmership share in 'Hero' should '7ero'ventures ask for?
ii) Wh&qiithe post-money investment value ofthe firm's equity?
iii) Iffis the pre-money investment value? (08 Marks)tumr' 2 of 3

involved in relative valuafl
,s account and balance *q*

$s

'Laxmi Corporation

#

Profit anflgess Account (in million)" e
Particdl'ais YearJ* eu2

Non-operating income
Total ineome
Co$'ol'goods sold
Selkn g and administration

Net sales :::' ,Y

Incr:me from marketable securities

PBT

€$reciation ;{,

prterest expenses{allwrvrr v,\Yvrrrvr 
l*,^-t

Total cost and expensffi

Tax provision _":
PAT .. 

.t:*
Dividend ;
Retaincd l:arnines &e";

5$S0.,
T4d

tr70
M 5810

3220
700
350
336

4606
t204
364

ffi#40
3w"4zo
fl 420

6M0
210
140

6790
3780

770
420
392

5362
1428
448
980
s60

d

42ffi

(08 Marks)

(02 Marks)
(06 Marks)

I

Equity capital

7a.
b.
c.
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CASE STUDY,:1q"*r
'M' corporation is expected to etrow at a higher rate Srs4 years; thereafter the growth rate

will fali and stabilize at a lower level. The following information has been assembled:

Revenues
Base Year (Year 0)rlnformation

for the stable wth iod

,q) (16 Marks)

&]i}]M
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rA,

ital expenditure ri,i,,..:,

rcentagc of

400 million
1200 million

lnput for the Hieh Growth

in revenues, depreciation, EBIT and

ital as a oercentase of revenues

ofdebt (ore-tax)

in revenues aild IIBIT
Net workinspadital as a percentage of revenues

t2.r4%

iture are rrffsd't

uQ.Tlr ''".*. i
what is the wACQffithe high growth phuse and the stable growth phase?

""What is ttre value bfTk firmf ''":
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