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M Semesier M.B.A. Degree Examination, JanuaryFebraary 2019

ICBCS Feheme)
{2014 —- 156 & Onwards}
Flanmapgement
Paper — 1.3.3 = CORPORATE VALUATION ARND RESTRUCTURING
Tirres - 3 bors Mox. Marks : 7D
SECTION - A

Arinar &y Mg of the following quastions. Each quasbinn camas aguasl maks,

{5x5m25}

1. ‘Witat is Tobn's © 7 Discuss 3 mmperianos,

2. Whal are B mporian! value divers of EVAg and @8 appleation 7
4. ‘'Wwhal are T varoes leend of Derergsms 7 Dscuss.

&

Cratinguish between prce and value, DisceEs e ooncepls of Market walus,
rErireic Yales 3nd Replacement volue.,

. A pompay B cumesiy pEying The dividend of As. 2 per shara. The dividend is
expacied 10 grow al a 15 % annual rabs for 3 yeans, en at 10 % raie for e
redt 3 yearh, aher which it is expecied 10 grow at a 5 % mia fonesar 7

a) ‘What is the praser? valia of the share ¥ the capiiafization e is 8 %7

B IF the shane |s el for 3 years. wihat shall b (iR peeperd valus 7

G Tha marke! prics of 8 bond Is Rs. 883 40 {Face valse baeng 1000), The bond
'I'-'ll"l:'ﬂ-:l' rharnsl at 8 e par annum for S yeanrs, after which it will be redoomed
MW.WI!WHMEH&NMM*W[&MHW?

7. Foloeig 15 T ordansad income slatement of a firm tor $ha curmant yaar ;
Incame Stsernanl {in As. Lakha)

L=

Salss Aeyenun B0
Operaling cosis 300
Int@recsl roala 12
Eamings before 1nx 188
Tanes & 40 % 6.2
Eamings after ases F12.8

Tra fire'e dxiding caplal corsists of Re 150 lpkh sopdly hunds, bFavieg 15
percent coai and Ae 100 lakk 12 pereeni denl. Dolamming 1o sconomic valss
added curng T vear, Assoms The ke eeenue is s, 330 Lakhs, Whal is
tha aamings ahar lax and EVa 7T

PTG,
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SECTION - B

Arcwed any three 4l the |ollowing quessons. Esch quasion carias sgual
e b, {30 N 0=30]

B Moewaly LK., 8 consumer duralile mandlsidursr, fapoméd aamings par shar
of Re. 320 in 201 0 and pald dividends par shane of B 1.70 in that year. The

frm reported deprecizton of As. 350 lakh o 20710 and cARRAT Gl | ne of
Az 475 lakh Thangwem 6G Iakhonraianding ahaens traded al B, 59 por share.

The mlio of capital expandihure 10 deprociahon’'s oipacied o be mantained
e bang M. The warking capisl needs ané reghgible, Novweiy had a dati
ourtslanding of Re. 1500 lakh and infands o mainiain iis current tinancing mx
od debl and equity %o fnarce fulune imsesiment needs. Tha frm i P stbady
ERARE And Samifngs ane expeited 1 gros Al T % pae yaar, Tha glock had a Bala
ol 1.05, the Traasiry B rada i 625 % and tho markel promum is 5.5 9.
Aequirements
i} Estrmate e valus par share using e dvidend Gisooun] modsl,

i} Exlimass the vakee per shars, using the FCFE madel (Fres ikl Flow to
Expty),

iy How would vou eapdain the dferansos Bedwaen the two models and which
ons would you use as a3 beEnchmarnk (o comoare with The marksd prca ¥

2 Yas LK. warks o acguine Mo Lad and tha cash Tiows of Yot Lid, 2rd the memged
enhity are gruen below
Year 1 2 3 4 G
Yes Lid. 175 200 =0 240 a0
Meged aniiy 400 2 40 20 @5 390 0 &0

Earrengs would hene winessed 5 % constan| growtt rale wdiliaul menger and
6 % wilh maner on sictunt of &EGonomess of operatcra attar 5 years in oaon
cas. Tha oosl of capeal s 15 %. Thae numbor of shares gulstandrygy m both
the companies before the menper is the sare ard e comMpaniag ageas 10 an
snrhangs mik of 0.5 shams ol Yes Lid, for aach shane of Mo L. PV tooar al
15 %: for yoars 1 = & ara 0870, 3758, 0658 Q572 0497 mspactvaly,

¥iua ars reauined o

I Compite e wnlun ol Yas Lo before and alisr mengsr.
i)l Valus ol scpastion and

bl Garm Y tharshoiders of Yes Lid.

B i
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i What are [he wanous mplcations of corporsts Mekuciunng 7 Discuss il varous
Fypas W Eh suitabls sxampla.

1. Wiits shed fdias on C
by [Heect companison approach of Busnass wakobon.
21 Seatugic motives bahind mangers

SECTION - C

Casa Stugy [Compulacry] [15x1=15)

y2. Furiime Lig, & loy martachsng company has aggressiva plans of expantding
Hsmm.Tﬂgﬂtlﬂmﬂmﬂﬂﬂmlhumﬂﬂlhﬂ GIHTpany
s caciced In fosour of tnkesrar The messah wing of Funtime lmilad has
unekeraken a dotafed =hady of prospactroe ke mngess and lrally idanifod
Gk L., a compary basad in Baroda Furtlisig L. has alrescy coliacied the
lfowing relorvart inlormation abou Gigge Lid, it & mor jo asseds The valos of
fiipaln's to stan regotiahion tor the lakeoaer and Growh Aate (3R] 5 TE %

Enlance Shesl of Qigghe Lid as an 31% March, 2070

Liabestins Rs. fssals ZER

Shame capial i Land 4

Fleanrvag 76 Eccldngs A4

Tarm Loan: Fiark and Machirssy 100

I 100 Othor e asEess B

b a0 Gross Foed Aksals 180
Curmani Lisiilfies 300 Less: Accumulated Depmcision B4

B

Add ; Capitsl WIP 16

Tiotal Hxsd Acsats 102

Frenlisg 120

He e vating 160

iy 124
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G0 alil



FJ — 683

Capital capanditung of Fa. A8 ke will b incured in 2011 and Fs. 200 kkhs

in2h2

Qikser micemalion -

Parlicudams 2010
Fed Sabas 1,100
R fuster iy Cel Ll
P o 20
Employe ratati cos 54
Adminisirative Expanaas 2t
Eepenciation 10

swapnBEs

{Rs. Lakhs)

2012 2013 2M4  BO1S
1,600 2100 2400 2,500
BOD  BBO 84D BGD

a2 43 LR ay
AL Bo L1y 1k
32 a7 R At
4l 2 424  d2.4

Thi tax ratn for the compsy 18 30 % There & no chargs on defermed tames
The sinck s curmenty rading a1 As. 25 por share. The cost of #ha aquity s 20 5%

Bank Finarce cames an inberost rado of 20 %, Basod on tha momalion givan
waa the decoumed ceah Ao appreach o value Gogle L

Buois - ACORAE Capis (atuesd & par) Pa, 2680 Lakhs

Tam Loan Ra, 220 Lakhs



