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Depahment ofFinance 

lOr anized 


Certificate 
Course on ,[corporate Valuation in Association with 
Knowled e Varsity 

Date: 16th to 20th Dece; ber, 2019 Venue: Computer Lab -3 

Timing: 02:30pm -to 5. O:pm on 17tr & 18th Semester & Section/: III B & C 


No. of Participant: 55 , 
 Event Coordinator: Prof. Dileep 


Objectives , 


• To familiarize the students wit~ the standard techniques of corporate valuation I 
I 

MS Excel I 
• To understand th financial in~ricacies of the businesses 

7--------------------------------- Flow of the Event 

Day 1: (a) Cash Flow an Free Cash Plow Computation and (b) Cash Flow Estimation 

Day 2: Estimate Cost of Equity, debt and Capital 

Day 3: Stock Valuation using discou mting of (a) Dividends (Dividend discount model 

Free Cash Flow to Firm (FCFF) (c) Fr,ee Cash Flow to Equity (FCFE) 
! 

Brief Profile of the Reso rces Person:1 Prof. Ratan Gupta & Knowledge Varsity: 

- About Ratan Gu ta 

Prof. Ratan Gupta, is a B~Tech in Computer Science from liT 
I 

He is also completed C artered Fin~ncial Analyst Program from CFA Institute. USA ar 

Risk Management Pr gram from I GARP, USA. He has worked with Genpact 

Headstrong) as DOTain consultant for Investment Banking and Securitie5 

He is an expert in Elel, Financial Modeling and Derivatives. He has been condl 

program in Christ Ur iversity for Istudents enrolled in Virignia Commonwealth 

twinning program. He lis the co-fou?der of Knowledge Varsity. 

- About KnoWled~e Varsity I 

"Knowledg e Varsity is lin th e space Iof edu cation consu Iti ng and co n tent dev el opmer 

has a network of highly qualified a ,d experienced faculty both from India as well as fr-
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Know/edge Varsity faculty have worked with several Universities in USA for collaborati 

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, FCFF and FCFE. They shou ld be able to identify that t 

changes in the casM balance is equal to sum of the cash flow in the three categories and should 

able to forec:ast company's financials. 

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

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

3. Compute Cash flow from investing activities (CFI) 

4. Compute Cash flow from financing activities (CFF) 

5. Compute Free ~ash Flows (FCFF and FCFE) 

6. Using Sales driven model, forecast company's financials and estimate the cash flow items for 

firm 

List of Participant 

--~j'i" -'~' 

-23'--·····

.--....::---
-_.... -:....:7.,cc: •• :-,--' ·-OONUOONO•• A " 'foi'fAN'AM"."",:7 h

=~~~~;~- ,~:~;-;~.=· =IGhr:.:-- --::=~ 

Page20fS 



I 

I 


I 

I 

Net Income 
Adjustments: 

Noncash adjustment: 
Depreciation 

Due to Interest Expense 
Due to Dividend Received and Interest Eamed 
Due to changes In working caprtal: 
Due to change In accounts retelvable 
Due to change In Inventories 

I 

Due to change In accounts payable 
Due to change In accruals 

:Net cash provided (used) by operating activities 

Investing Activiti~ 
Cash used to acquire gross nxed assets 
Due to change in short-term investmenfS 
DiVidend Received and Interest Earned 

Net cash prOVided (USed) by Investing activities 

Financing ActiVities 
Interest Expense 
Due to change In notes payabte 
Due to change In long-term debt 
Due to change In common stock 
Payment of common dividends 

Nel cash provided (USed) by financing activities 

Net increase/decrease in cash 
Add: cash balance at the beginning of the year 
Cash balance at the end of the year 

leaSh ~ow from operallons 
iAdd: Mer Tax Interest Cost 
I 
jMinus: Fixed Capitallnvesment 
FCFF 

t 
lCash flow from operallons 
iMinus:Fixed Capilallnvesment 
!Add:Debt BorrO\~ngs 
jMiOUs:Debt Repayments 
jFCFE 

Day 2 

$40,250 

$6,700 
$8,550 

($4,500) 

($22,943) 
($3,468) 
$7,652 
$7,749 

$39,990 

($31,284) 
$3,700 
$4 500 

($23,084) 

($8,550) 
($1,500) 
$16,349 
$10,000 

($10063) 
$8,237 

~ 
I :;::~;: 

$97,788 

~391990 
$5198.5 

($31,264) 
S14,711 

$39,990 
(S31,2S4) 
$16,349 
(SUOOI 
S23,575 

i COGS ' : ~ ...,8.1)0 "'7'.204 -418.01 4604.63 -'16.46 

il'lT'Iployve ('.Q~I ~l.-& -108.00 ·111.81 -12'.6(j -'41.1& -163.n 

~~;;~!" ~;';~;d'-"-'-" -'-"-"'" ·__~c:·~321__--,,-37::;;~::t--_~-3~::~~:l----.:-3~::::: ~:I.---=~:::=:::~~~-~~~::~:~ 
10. "clItion ; .-100 ·128.• ' 448,83 .1709 ·Z03 .£1 .23 6.9G 

r.~~!~~.~!.~~!~~..! .~~~:.J....-.."-...-. '___'.._._.~~I-_"':'~'!.:.""4-~~'~"!!::"~'I-.2"~':!''''I-_!;''~O'!!''!J---':'~'!;;I.J~' 

h'le 
(IImnt Bufc)nr r~1C IPAT) 174 202.22 211.4! 2l1.111 241.2$ 261 .7S 
Olvidtnd ·69.6 "0.11 •...n ·i2.'" "".61 · 10·Vl 

!ntl,)lnt.d £amines t(),f.4L-__,,,,'.!::'.3~'L--,I~"~.',"7L.-!:13!!':!.6!L_.!.:"~7.!..!.71L,,,,,,,:'~'!C7.0:!I' 

.. ___.!~ .........._2~.L._.. _..___ .2002 
'aQ 12~.73 '"1'73'.'20''' 

200! .... _J~_ 2001 
222.07 211:'4 ·.... .. .. _.. 3'2 2:2'9 

IAttounts Recelv.bl, 
:lnvtnlOf)' 

' flxtd Mut 

,,~t..~\1 
A« lAtp!ttl'll,"l 

70 

9C 

'07
S,
7fA] 

-'000 

7$.~O 

91.10 

12$.4,1181 

...~~.... 
128"'0 

112t.6~ 

13.17 

106.'3 

90.,5 98.81 101.70 

11U! 127.04 13'.48 

10488.2721 1143.!313 2038 .12jS 23SU~tB 

-615.32 -7111 .71 ·983,32 ·noo.a 
tOUS 11.4.22 1072.10 "".36 

126• .:26 1413.50 1670.69 1137.83 

I 
1001 2002 1001 2004 200.1 1 

• GashJtolirf,ftOM I n~.stIM ul~ul..lonl to b. dtin' b,low 
lOOl - 2002 2003 2004 2005 

~~~.~,::z;.:::ro::o:.~::.'::-:~~'f::::=~=~~'-+---·:2.1I~:~:::;t---':'~22~::~:~~......:l'2:!!1:~:~: i-~'21~,:'!-::;t---.:-3!!:,",:~:: 
_~.!.~~!~~~~.~1~~~~~J!~~~!_1 .._,,__-.!!. !:.~_~L___·"2_!!:.~J . __~!t~! ..__ :~!.1-.~.!1_.__ _':-?'~9:..~.~. 1 

,e:.,h ffow:1-ioiTi'F,ln'.nch:;;·Glr~ul,116n1 ' ~o , ,"' doM b~~ ; .; 

1n,aa. 

Esti:mate Cost of Equity, debt and Capital: Stl!Jdent able to compute cost of debt, beta, weight c 

each component and WACC. 

t Estimation of cost of debt fror 

(a) bond details by computing Yeld to Matur1ity or 
.~--------------------------------~-----
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.Accounts P'Yillbl~ 
'l;uSI~;;A;;;;~;;;-------

TUB n.1 ,.US &2.32 

21.80 2:1.76 21.90 28 .23 30 .17 
~o;bt-"-"-''''''-'''-''''''''--' 

~20.00 320.00 :120.00 320.00 HO.O O 
Common Stock "0.00 460.00 460.00 450.00 450.00 
,1,ctumAE 271.33 401.20 53U$ U1.t7 84f.14 

HE 1I2U3 121'-2& "'3.10 1170.19 1737 .83 

Dutllu CI~n C In account.. rCCefvob)tr 

Due to (haooe In Ifr/tnloric, 
Oue 10 <:har'IQp.in IKcount$ p.3'{i1cltt 

Due 10 Chan~t In (uslomer a(N3nc~S 
tlt!1 ,,,,sh p<<101f1eCl U~) by operanng IKtMfia, 

·'.30 
'1.10 
11.40 
1.80 

:UI.'" 

" .81 
·U~ .... 
U. 

382 .50 

·7 .... 

·S.62 
6.42 

2.1' 
420.11 

-I.lI 

'10.49 
...8 

2.J3 
4n7a 

·• .U 

·11 .<131 
7.12 : 

2.64 ' 
507 ,69 



'-

(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 

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

5. Calculate after tax cost of debt 

6. Calculate and interpret the cost of equity capital (Retained earnings or internal accruals: 

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 Lo rncitur'ity : 20 
Periods per year: 2 ,._

, Periods to maturity : 40 
1 Coupon rate : 8_0000/"IPar value : INR 1 0 ·00 
Periodic payrnont:: 40 
Current price INR 1 100 

VVhat I. the bond'.. yield to maturity? 

Pe r1d odie YTM = 1-_~3.:..;_6;;..:3::...0::...0:.:.yo::-~ 
Annualized Nornlnal YTM 7_069"/0 

Effective Annual Rate =L-_.:..7.;._1:.:.8::.;4~o:.:.yo::.---, 

-
'\ Face 'value of Co"'"'on Shares (in INR) ~OO 

~~.!~~~~s..?~~_.:!ha,· e~__~. ~~ \'·~~~__'___ _____H __ 460000,". ---_..._._---._-_.__.
I Price of COrYlrYlon Stock (in'NR) 200 
.l lVlarke1: Value of Conunon Stock (in INR) 90000000 

I lVIa.ket· Value of Cor:.~.'.:!:!.~2-~!'o"'_k;_J!..!~__!_!::::!B._'=_~_I:<h.L..,1--___ 900 _ _____ 
Book Value of Oebt (in INR Lakh) 320

'1-- -------....-.---. .- -.--------.-.. 
20_000/uDebt premium over be,ok value (in l",~~_~) 

lVIarket Value of Debt (in INR Lakh) 384 

Total Capital (in INR I..akh) '1284 

VVeigh1:. of' Equi1:y 70 _09% 

I VVeigln of Debt 29_91 0/0 

Wd = 40.00% 

We = I 50.00% 

Wpa = 10.00% 

Preferred DMdend = 6.60 
Preferred Price 90.00 

kps = 7.22% 

Wd x A-T rd + Wr x k, + = WAGG 

2:9624% + 5.87% + 0.7220/0 I = 9.6531% 
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Day 3 


Stock Valuation using discounting of; (a) Divipends (Dividend discount model - DDM) 

I

(b) Free Cash Flow to Firm (FCF'F) (c) Free C~sh Flow to Equity (FCFE) 

I. Estimate a company's comma ~ stock value IUSing 

(a) one year holding period DD ~ 

(b) multiple year holding period DDM 

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

(d) Two Stage DDM 

(e) Three Stage DDM 

II. Estimate a company's commen stock value using 

(a) single-stage (stable-growth) F CFE model, I 

(b) two-stage FCFE model, and 

(c) three-stage FCFE model 

111. Estimate a company's common stock valu ~ using 

(a) single-stage (stable-growth) F CFE model, 

(b) two-stage FCFE model, and 

(c) three-stage FCFE model I 

IV. Identify appropriate model ~ iven a comp~ny's characteristic 

Long-term constant growth In dividends 10 .0% I 
Expected Price INR 1,000.00 
Present Value of Dividend INR 98.21 Expected Price INR 2,200.00 
Present Value of Expected Price IIIR 892.86 Present Value of Dividend INR 201 .86 
Value of Equity IIIR 991 .07 

I 
Present Value of Expected Price 

Value of Equity 

INR 1,964.29 

INR 2,166.14
b. Calculate the estimated Year-O price per sh re of common equity. 

b. Calculate the estimated Year-O price per share of common equity. 
Value of Equity I R 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 64.16 

I 
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a. Calculate the DIvIdend In ye,ar 1.2.3 and 4. Calculate e5tlmated horIzon value. 

DIvIdend Growth Rate for years 1 to 3 
DIvIdend Growth Rat. for years> 3 

-,..----------~!:?j.!.~~,?.-,-,-,-"-----,---..,-.. 
1 2 3 4 

DIvIdend 
HorlzonJT.rmln~1 value 

INR 115.00 INR 132.211 

b . Calculate the pre"ent value of the horIzon ~Iue. the present value of dIvIdendI'. and the estlm;oted Vear-O value 
of equity 

PV of horizon value (HV) 
PV of dividends 
V .. lue of Equity (PV of divIdend" + HV) 

INR 1.1122.31 
INR 417.815 

INF~ 1.940.15 

c. Calculate the ."tlmated Vear-O price per share of common eqUity. 

Value of Equity 
Orvtded by number of share.. 

Price per ..hare 

Long-term c:onstant-growth In FCFF 

Horizon value of FCFF 

Value of operatl~ns 

5.0% 
IN,R 1,312.50 
INR 1,312.50 

INR 1,840.115 
40.00 

INR48.1l0 

!PV of horllon value 
PV ofFCF 
Value of operations (PV of FCF + HV) 

INR 1,830.21 
INR 463.46 

INR 2,293.67 

b. Calculate the estimated Year-O price per share of c(!)mlT, I .. , . IC' Calculate the estimated Year-o price per share of common equity. 

! 
Value of operations 

Plu,s va,lLJe ()~ na.r1<etable ~eC:LJr!!!~ !I_ 
Total value of company 

Less value of debt 
Less value-of preferred stock 

Estimated value of common equity 
Divided by number of shares 

Price per share 

iNR 1,312.50 
INR 40.00 

INR 1,352;50 
INR 400.00 

INR 50.00 
INR 902.50 

40.00 

INR 22.66 

ivalue of operations

IplUS value of narketable securities 
. Total value of company 

j
L8SS value of debt 
Len value of preferred atock 

j Estimated value of common eqUity 
iDlvlded by number Of shares
! Price par share 

a. Calculate the FCFF In year 1,2,3 and 4. Calculate estimated horizon value. 

FCFF Growth Rate for years 1 to 3 
FCFF Growth Rate for years> 3 

Free cash flow 
Horizon value 

E Frs. cuh now 
Horizon valu. 

INR 2,293.67 
INR 40.00 

INR 2,333.67 
INR 400.00 
INR 60.00 

INR 1,883.67 
40.00 

INR 47.09 

b. Calculate the present value of the horizon value, the pre.ent value of the free cash f10W5, and the estimated Year

'0 value of operations. 

'PV of horizon value 

'PVof FCF 
Value of operations (PV of FCF + HV) 

INR 1,484.83 
INR 223.69 

INR 1,708.52 

'c. Calculate the estimated Year-O price per share of common equity. 

Value of operations 
Plus value of narketable securities 

Total value of company 
Len value of debt 
Le» value of preferred stock 

Estimated value of common eqUity 

IDlvIded by number of shareS 
Price per share 

INR 1,708.52 
INR ,40.00 

INR 1,748.52 
INR 400.00 

INR50.00 
, INR1,298.52 

40.00 
INR 32:46 
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Certificate 

R.shlre"ya Slks'h<lna Samllhl Trust 

R V Institute of Managen"lent 
C:A ''', :.16'" CrO.Ho" l.O- Main, 4'" 'T''''oC'.k,. J.,y.an.. ""." 8"no..,loro  S6<) 0"1 

Ph: QUO-:t6!!01I7()"1I Fill<t 266S.. \II',jtO; Unl.~ .vlm.C!'du.ln: !:"~nll: C'.o"tOlC"f.rvlrn.'''''ftr,o-du,fn 

FINANCE DEPARTMENT 
ORGANIZED 

CERTIFICATION COURSE ON CORPORATE VALUATION 

, ' CERTIFICATE " 

~ 
"Nfl\VI.I.IJUr.o; 
v ;\.n:{, TV 
~ .... --., ..~ 

3 ..... ' SClnC:iitur st~JdC!'nt ot R V Institute of Management h"5 actively participated rind cOrTlplctcd 

·Cer-t,lflc:a.. t! o r'\ Course on Corporftt~ V .... luatlon· held at the R V Institute 01' Management 1n association 

with KnowledgeVarsltydurlng Decernbcr 1~-20.2.019. 

"""""==~'\~':;::--=:-"-
Dr. Puyushot'tam Bung 

Prof~ns.or ;and Dhoctor" 
RV In$Utule of M.nag_ment 

RashtreeYij Slksh~na S<imlthl Trust 

Mr. Rat." PrB_s.d Gupt. 
DIrector, 

Knowlltdge Varsity 

R V Institute of Management 
CA 11.36-- CrO$$, 2(!J- M"ln, 4"'T'8Iock, J"y.nn.g"r, Bangblor.  S60 041 

.'h'. 0,.0.26541 10.048 r.ax: 2cS6S4020; URl.: rvlm.cdu.ln : f.m ..lh c.onta<l,rvlrrtO",el.<r,dlJ,tn 

FINANCE DEPARTMENT 
ORGANIZED 

CERTIFICATION COURSE ON CORPORATE VALUATION 

, CERTIFICATE i 

This is- to certify. 
AKSHATH:..:.,A.:......:..;L_V_____'____ ____ 

3'" semester student of R V Institute of Management has actively partiCipated and completed 

'Certificatlon Coun.. on Corporate Valuation' held at the R V Institute of Manage,ment In association 

with KnOWled9~~I~~,~::g December 16-20, 20 19. 

----'-\~~', -~ : 
Dr. Puru.hottam Bung 

Piofas5"or and Dlrvctor 
ned Rv~.;(~II)JleofMan.!lemenl 

Mr. Ratan Prasad Gupta 
Director, 

Knowledge Varsity 

Coordinators Comment: 
This particular program is very much enjoyed by all the students this is also part of finance 

specialization subject of Corporate Valuation and Restructuring syllabus. The program is also 

helped for those who wish make their career in valuation specially usage of MS excel (spread 

sheet) for financial modeling. Students got a fair idea about the valuing a company and equity 

share. Overall this Certificate Course on Corporate Valuation in Association with Knowledge 

Varsity was great success. 

~ ~~ 
fvent Coordinator Director 
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