RASHTREEYA SIKSHANA SAMITHI TRUST

R V INSTITUTE OF MANAGEMENT

CA 17. 26 Main, 36th Cross, 4th T Block, Jayanagar
Bengaluru, Kamataka 560 041

Department of Finance
Organized
Certificate Course on Corporate Valuation in Association with
Knowledge Varsity
Date: 16th to 20th December, 2019 Venue: Computer Lab -3

Timing: 02:30pm to 5.30:pm on 17th & 18th Semester & Section/: 1B & C
Event Coordinator: Prof. Dileep

No. of Participant: 55

Objectives
= To familiarize the students with the standard techniques of corporate valuation by using

MS Excel

» To understand the financial intricacies of the businesses

Flow of the Event

Day 1: (a) Cash Flow and Free Cash Flow Computation and (b) Cash Flow Estimation
Day 2: Estimate Cost of Equity, debt and Capital
Day 3: Stock Valuation using discounting of (a) Dividends (Dividend discount model - DDM) (b)
Free Cash Flow to Firm (FCFF) (c) Free Cash Flow to Equity (FCFE)

Brief Profile of the Resources Person: Prof. Ratan Gupta & Knowledge Varsity:

- About Ratan Gupta
Prof. Ratan Gupta, is a B-Tech in Computer Science from IIT  Kharagpur.

He is also completed Chartered Financial Analyst Program from CEA Institute, USA and Financial

Risk Management Program from GARP. USA. He has worked with Genpact (Formerly

Headstrong) as Domain consultant for Investment Banking and Securities industry.

He is an ex
m in Christ University for students enrolled in Virignia Commonwealth University's

pert in Excel, Financial Modeling and Derivatives. He has been conducting Excel
progra
twinning program. He is the co-founder of Knowledge Varsity.

- About Knowledge Varsity
"Knowledge Varsity is in the space of education consulting and content development. The firm

has a network of highly qualified and experienced faculty both from India as well as from abroad.
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Knowledge Varsity faculty have worked with severa] Universities in USA for collsborstion |

Programs in Business Management.
Knowledge Varsity is best equipped to bring the best resources to your benefit," *:

Outcome Achieved:

Day 1

Student able to compute CFO, CFF, CFI, ECFF and FCFE. They should be able to identify that the
changes in the cash balance is equal to sum of the cash flow in the three categories and should be
able to forecast company's financials.

1. Classify Cash flow items as relating to one of the three categories

2. Compute Cash flows from operating actives (CFO) using Indirect Method.

3. Compute Cash flow from investing activities (CFl)

4. Compute Cash flow from financing activities (CFF)

5. Compute Free Cash Flows (FCFF and FCFE)
6. Using Sales driven model, forecast company's financials and estimate the cash flow items for a

firm
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HRaahtreoyn Sikshana Samithi Truast "

o] R.V.INSTITUTE OF MANAGEMENT ’
*\ CAT IO CROSR, 26" MATN, 37T BLOCK. IAYANAGAR, RANUGALORE - 41 J \’

*h: OR0-26347048 Fax: 26634020; URL vim.edu.ln: Emall: goniostddereim.cduin r

7 =)

'@' Department of Financae
“ &

Qe

Certifiention Course on Corporate Valuation
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Net Income

Adjustments:

Noncash adjustment:

Depreciation

Due fo Interest Expense

Due lo Dividend Received and Inferest Eamed
Due lo changes in working capilal

Due to change in accounts receivable

Due o change [n inventories

Due lo change in accounts payable

Due lo change in accruals

Net cash provided (used) by operating activities

Investing Act
Cash used to acquire gross fixed assels

Due fo change in short-term investments
Dividend Received and Interest Eamed
Net cash provided (used) by investing activites

Financing Activities

Interest Expense

Due to change In notes payable

Due to change in fong-ferm debt

Due to change in common stock

Payment of common dividends

Net cash provided (used) by financing activities

Net Increase/decrease incash
Add: Cash balance at the beginning of the year
Cash balance at the end of the year

Cash flow from operations
Add: Aftr Tax Interest Cost
Minus: Fixed Capital invesment
FCFF

{Cash flow from operations
{Minus; Fied Captal invesment
Add: Debt Bomrouings

{Minus; Debt Repayments
{FCFE

Day 2

Estimate Cost of Equity, debt a

each component and WACC.

t 7000 008 2001 i | £
Sales 1000f [ T e = ;
] | F <11 e
[Emcovee Cast 100} Y EXTYT T sl =,
$6,700 [Sellng Guoenal § Admin experal_ YT . 7
$8,550 ‘f_"“"ﬂ“ Y 32 T ~
Tintecest varned C [ L33] [
|Dagreciation 100} 128 T AT, 3
($4,500) ’Emn Befors Tax (POT) 32 wrea]  ssarsl m:
Tax 150 <1382 144,30 184 TR
($22,543) [P eiore ToaPAT) 1 1T = -:1
m | Divichend 9.8 ~40.| 480,
(::'sn] |Retainad Eamings. 104,94 [ 9. 1. [T
'
$1.749 - -
P R T
$39,990
(Cash & cash equivalent
($31,264)
3,700
$4,500
($23,084)
{$8,550)
{$1,500)
$16,348
$10,000
(§10,083)
$6,237
$23,163
§74,625
$97.7688
§39,850
Netcasn sec sctvites
§5,985 e ——
T CuhflowfromFina ealclationstobadonebelow
831,264 2001 w0z | ooa | 2004 | 200
) nterest E 32.00) 32.00) 32.00 3200 3200,
s1 ‘ -” 1 Duetoc n leng-tem debt 0.00 0.00 0.00) 0.00/ 0.00
) Dueto ¢ ' comcn SIocK 0.00 0.00| 0.00) 0.00 0.00
‘Payment of conmen dvidends $0.49] 26.58 32.48! 2881 AB4TY
fied ¢ sn provided (useq) by Bnancing Sctivies 11289 inse] 12448 -130.81 3611
e e LU Total Cash Tlow Calculations to be done belew Gt
sag 990 Total Cash flow (CFO+CFFCFI) 4873 4148 aat7| 4347 80.36
Nat eash chang, 2873 748} ana]] .87 5038
3 3 n::éﬂ!l: Tt Ca T YES v:: YES ves YES
(331 254) —————— W GihfewCletiorstobadonabiiow
¥ 2001 2002 2003 2004 2003
[Cash fiow from operations 348.44 382.80 42011 481.70) 80749
s1s 349 ‘AcdArer Tax Inferest Cost 18.20 18.20 18.29) 18.20] 18.20
' Simus: Foxed Capital invesment 19409 a23.38] __ -255.08 as21s|  -83.82
s1 506 FCFF 172.79| 178.32] 183,484 188.70] 193.38)
J 'wm__ 34843 392.50 47011 481.7¢] )
323 51 5 mnﬁ:ﬂm Capitol Invesment .n«.:: .n::: 4;:;: -n:: .u::
l ;M,mz___ 0.0 0.00 .00 0.00) 0.00
FCFE 183.59] 189.12] 16448 T68.89] 7418

1. Estimation of cost of debt from

(a) bond details by computing Yield to Maturity or

nd Capital: Student able to compute cost

of debt, beta, weight of
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| (b) Adding risk premium to Govt. Of India bond
2. Estimation of beta and Market return
3. Estimation of tax rate by computing Effective Tax Rate

5. Calculate after tax cost of debt

using

(a) the capital asset pricing model approach

(b) the dividend discount model approach and

7. Calculate and interpret the cost of equity of NEW capital

Basic Input Data:

Years to maturity: 20

Periods per year: 2

Periods to maturity: 40

Coupon rate: 8.000%

Par value: INR 1,000
Periodic payment: 40

Current price INR 1,100

What is the bond's yield to maturity?

4. Estimation of weights for each component from the Balance Sheet

6. Calculate and interpret the cost of equity capital (Retained earnings or internal accruals) b/‘

a.
Peridodic YTM = 3.5630%
Annualized Nominal YTM = 7.0659%
Effective Annual Rate = 7.184%
i Face Value of Common Shares (in INR) 2100
Number of Common Shares issued 450000 ;
iPrice of Common Stock (in INR) 200
Market Value of Common Stock {(in INR) 90000000
Market Value of Common Stock {(in INR Lakh) 900
{Book value of Debt {(in INR Lakh) 320
i Debt premium over book value (in INR Lakh) 20.00%
Market Value of Debt (in INR Lakh) 384
Total Capital {(in INR takh) 1284
iweight of EqQuity 70.09%
{weight of Debt 29.91%

Wy = 40.00%
W, = 50.00%
W g 10.00%

Preferred Dividend = 6.50
Preferred Price 90.00
Kos = 1.22%

+ Wys ¥ Koy

Wy x A-Try + We XK,
| 2su% | + | 5.87% |+ [ oz

WACC

1]

4
4

b
§

!
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i
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Day 3

Stock Valuation using discounting of; (a) Dividends (Dividend discount model - DDM)
(b) Free Cash Flow to Firm (FCFF) (c) Free Cash Flow to Equity (FCFE)
. Estimate a company's common stock value using

(a) one year holding period DDM

(b) multiple year holding period DDM

(c) Constant Growth Model (or Gordon Growth Model)

(d) Two Stage DDM

(e) Three Stage DDM

II. Estimate a company's common stock value using

(a) single-stage (stable-growth) FCFE model,

(b) two-stage FCFE model, and

(c) three-stage FCFE model

I1l. Estimate a company's common stock value using

(a) single-stage (stable-growth) FCFE model,

(b) two-stage FCFE model, and

(c) three-stage FCFE model
IV. Identify appropriate model given a company's characteristic

Long-term constant growth In dividends 10.0%

Expected Price INR 1,000.00

Present Value of Dividend INR 98.21 Expected Price INR 2,200.00

Present Value of Expected Price INR 892.86 Present Value of Dividend INR 201.85

Value of Equity INR 991.07 Present Value of Expected Price INR 1,964.29
Value of Equity INR 2,166.14

b. Calculate the estimated Year-0 price per share of common equity.
b. Calculate the estimated Year-0 price per share of common equity.

Value of Equity INR 991.07
Divided by number of shares 40.00 Value of Equity INR 2,166.14
Price per share INR 24.78 Divided by number of shares 40.00
Price per share INR 54.15
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a. Caloulate the Div
Idend In year 1,2,3 and 4. Calculate estimated h
orlzcon value,

Dividend Growth R
ate for years
Dividend Growth Rate for years : ;o . °%I
| 6%
o Cuf;‘l‘l! 'lof.m‘
r s - - J—
INR 100.00 [INR 115.00 | INR 1 A |
. 32.28 | NS 18209 ]  pie 1 j
e 169 85
= 2 :

Horizon/Terminal value

. Calculate the pre (-4 OrZO! ® p
sent valu -« alue, th sent value o nads,
b 1 r Jjue of the horizon v re f dividends, and the estimated Year-0 vaiue

of equity
PV of horizon value {(HY)
PV of dividends m‘l':tl;':z‘zﬂ:’1
17.85
INR 1,940.18

Value of Equity (PV of dividends + HV)

¢. Calculate the estimated Year-0 price per share of common equity.

Value of Equity

Divided by number of shares o 1'“:61:0
Price per share INR 48 W

Long-term constant growth In FCFF. 5.0%
Horizon value of FCFF | 7 INR1,312.60 ey INR 1,820.21
Value of operations | ' INR 1,312.50 i -
Sa= i s Value of operations (PV of FCF ¢ HV) INR 2,293.87
b. Calculate the estlmat!ed Year-0 price per share of comm c. Calculate the estimated Year-0 price per share of common equity.
Value of operations | ' INR 1,312.50 Value of operations o
Pius value of narketable securities INR 40.00 Plus value of narketable securies —_mma0d
" Total value of company ““"7INR 1,352.60 Total value of company INR 2,333.67
- \}alué bl acbbl T  dig Less value of dabt INR 400.00
Less value ofdebt B INR 400.00 Less value of preferred stock INR 50.00
Less value of preferred stock INR 60.00 Estimated value of comman equity INR 1,883.67
. Estimated value of common equity INR 902.50 Divided by number of shares 40.00
Divided by number of shares 40.00 Price par share INR 47.09
Price per share i _ _ INR 22.56
‘a. Calculate the FCFF in year 123and 4. Calculate estimated horizon value.
[FCFF Growth Rate for years 1103 15% f.,";;m Sow
i on value
FCFF Growth Rate foryears>3 5%|
! Current Projected
| 0 1 3 4
‘Free cash flow [ iNR50.00] INR 750 INRE6.A3] INR76.04 [_INR 7985
i INR 2,095.96
and the estimated Year-

.Horlzon value
of the horizon value, the present value of the free cash flows,

'p. Calculate the present value

0 value of operations.

' INR 1,484.83
on value /

PVof horiz s

INR 4,708.52

'pV of FCF
tions (PV of FCF + HV)

Value of opera
c Calculate the estimated Year-0 price per share of common equity.
value of operatlons - lNFll ;g:::’;’
[Plus value of narketable securities 1 148-52
| Total value of company INR’400'00
‘Less value of debt e 50:00
Less value of preferred stock ) e

Estimated value of common equity A 40 =

3

|Divided by number of shares s [ 1

Price per share
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Certificate

Rashtreeya Sikshana Samithi Trust
R V Institute of Management

CTATR. u’o—;u‘mt‘mwm-lﬂﬂl
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FINANCE DEPARTMENT

ORGANIIED
CERTIFICATION COURSE ON CORPORATE VALUATION

VISHWANATH B GANGAPPANAVAR
nagement has actively participated and completed

Thiss tocertify,
3 semester student of R V Institute of Ma

e in

‘Certification Course on Corporate Valuation' held at the R ¥V Institute of M

with Knowledge Varsity during December 16-20, 2019,

ﬂn“"‘ {h-—-’ﬁw""

%\__.:D———-n*_
Mr. Ratan Prasad Gupta
Directoc.

— KNOWLEDGE
1_‘_{‘__] VARSITY
s Pt of Peaaty

Sikshana Samithi Trust

Rashtreeya
e of Management
a~ w"“""’.

R V Institut

CA 17. 36 Cross, 267 Main,
Ph: 080-26547048 Flﬂ?&ﬁ“ﬂnlﬂ:

FINANCE DEPARTMENT
o

RGANIZED
CERTIFICATION COURSE ON CDRPORATEVALUATION

- 380041
m:ﬁlﬁ*

J—

AKSHATHA LV

Thisis tocertify.
37 semester student of R Vv Institute of Management has actively participate
ourse on Corporate valuation® held at the RV Institute of Management in assoclation

d and completed

«Certification C

with Knowledge rsity during Decem ber 16-20,2019.
D
*\_‘;MH——*-“ 3 2‘)'\ M w— -
Dr. Purushottam Bung Mr. Ratan Prasad Gupta
Professor and Director Director,
Knowledge Varsity

N e ol Rvindtinte of Management

of Eminence

Coordinators Comment:
uch enjoyed by all the students this is also part of finance

This particular program is very m
f Corporate Valuation and Restructuring syllabus. The program is also
el (spread

n valuation specially usage of MS exc
ompany and equity

specialization subject ©

helped for those who wish make their career i
got a fair idea about the valuing a ¢

sheet) for financial modeling. Students
in Association with Knowledge

share. Overall this Certificate Course on Corporate Valuation

Varsity was great success.

Event Coordinator /
Director
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Rashtreeya Sikshana Samithi Trust
R.V.INSTITUTE OF MANAGEMENT

CA-17, 36™
Ph: ¢ SZ)' ;2 " CROSS, 26™ MAIN, 4™ T BLOCK, JAYANAGAR, BANGALORE - 41
g -26547048 Fax: 26654920; URL:rvim.edu.in; Email: contact@rvim.edu.in

Department of Finance

Certification Course on Corporate Valuation
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26 MB187648 JAGADEESHA UDUP A - § o ,;//J 14/
27 MDI87649 JAYACHANDRA M R =2 o _1 -
28 MBI87650 JEGAN R NAIR > W fj_/ -
2 — KAMAKSHI VDAYKUMAR @.ng:‘ i
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44 | MB187679 NEERAJ PRABHU '\—\Deg,«g WA | et
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50 MB187689 PAVANG V ()W @/b «Mﬁw‘ % gw — ;;;‘) "
51 MB}S?(;S)P ‘ PAVITHRA S Panigiond PMUH»\QQ Pavi tanag
52 | MBI87691 PHALGUNI PRABHU Rhadaunsi | Phalg g | Phalgun
53 | MBIS7692 POCIA ol O s
SY |mavgaiyg Sowamya. Bhat B gﬁ""% gﬂﬁﬁ%
59 |MB(F F4R Sn'&c“mmf&.Me:Tﬂ?r\ fﬂ’ﬁ‘hm
Faculty In charge: Faculty Signature
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