s’ - . ) ~ AcB :’Le—w

‘ M T W T F S S
‘ Page No.: BL'
-~ YOUVA
Date: QLI ’0'1 IQ3
- ™ e
- APV aggyoneh =
« Simj MM model on Capital Stwucure with tawes.

‘_—B.ILO_,_&&MJ saed in Ruwiness Valuahon - new dopic-
HLMEQD_Q'LCLLM s {irms_.

= 2
= Ea 2 l?rms In_the Aame »ifk c(cus 4 ERTIT d) 400000
e i 30/ Businels slsk <L g eRLT ane 4cgm¢
Unlevered ‘Iehm . Value (Va) = 2500000 , K& = ? jl
levened Jo“mm . Debt - loooocoa €10 ‘
VI = ?
Qqu?ﬁj Valiee =2
Ken'f «ke =19
Soln -
) \/“ o ERTLT (1-t)
kck. 1142
k* - H00000 (1-0:3) _ 90 - 1.2/
2500000

Vi = Vu 4+ Dxt - 2500000 + (1000000 x 0:3) = 2800000

2y Value d% ¢quity (S) - 2100000 - 1000000 = 1800000

4y ke - NOPAT _ 400000%X07  jg0n = (0
Vi 2800000

&y el PAT - (L00000-100000)%0 T I oy &
S 1800000

; Adjusted Present Valie (RAPV) ’ﬂ'pp‘roac‘hf

AR R A A A AR AR

‘E




_of the Project.

SHep 1 Baye Case APV.

- NPV of project au £ thene 1

no _debt 4

ane no caprtal market Impente
cost -

PV of unlevened CF disc-@ upleverred ke.

[l

(-unlevered ke = oppartunity coxtd capited

cost of ea(ﬁ-ru kga hata agm delst auUt

Jloct‘l‘a‘hon corL‘ thu hote - ---)

Llnlevened CE 4 unlevered ke ahall be glven .

Step 2 : Floatrrhon Coyt — (ommon.Senic. S

!

.

step 3 . Tax advantage of Debt (TAD) !
_ DV of Intenest Tax Shield disc. @ x __

i | -

fsume debt 5 penpetual Repaymert pattenn £ ‘
L TAD = HwXEXD A tenune d) debt given : \|
K X b\l,, "

- +xD Apply common 4ense &) N

T

|

@.\

(Y STCD 1N Rare Cave NPV
st oRs s PYRFE (191 TN

- =142 lakhs

[Self note : 1ska mtb praject unviable h agar purely

equity {inanced h ae)

Bone Cave. NPV - -1-428 [akhg

d i3




M 19 W T

APV - Rase Case NPV - Tssue Cort 4+ Taw advarﬁuac‘dldcb.;:

=-1'42% - 3164+ &6

we have calalated Tts

APV = 2.012 |akhy we Wil get T at the end of car
et 4 calaated s Pv chYd'“S'H
Condunion @ So 4+he project which waa noet viable with 1007
equity %Ynanc?ng I_now ulable glven the 44
advartage of debt.
Note : We have not consldened tax shield on +he Tssue

CasT m-}:enncrﬁ\rclg

post tawn Tisue coyt -

31€ X007 = 9.9

-~ »
‘ Z:?::No" 36 YOUVA
*_)_S-lﬁp_L_aci_;urtcd NPV ol g
o - 606 L 005 = 316 lakhs
- Floatathon cost g :". m‘“f:;ff
f = e:;:lccﬁ'\[t int-
‘v — TQK Hd_\LQJItQQC. d]d, DCb’L_ d'-‘c @ ‘2 / :(|.°6)°'_|:|Q_.3c
Yrs fmount | Jotexest | Totad Trdenext Tax | P-V-@ 12-361
» ol @ 12 Trrtenest Shield
@ | a1 bY €0 36 £.9 ¢ 2-1%) 1-92
1-2L X0
v iad ) 150 ML ¢ &
1 I L 1 PY g€o 2.6 69 - ; -4
Ce- ’3
= 2" | ss 3.3 R
| 3 i | so 3.0 5.7 171 1-2 |
-9 ordifp | ug 18| gl
= | u: s 4o 2 Y 4.5 1-:35 0-85
= | 35 2 N S,
;‘ 5. 1F 1y 30 =8 2 0-99 0SS
nd | - (3-3%X06-3)
—n ondifn 25 4 LS
G: i 20 jal 91 0-€3 !
nd | . (21 X0-3) Q.3
D g | - 4= B .
! Al L - -
* 1 0 06 0'9 95T 019
o b | s 63 (0-a%03)
g Tax Advantage of pebt - f-66
—n
i
%
i
S
i &
o
s

APV - -14928 -2.21 + 66

2962




Sep 1 : Base Case NPV

1 o'lH

| Step 2 : Tssue Coxt = tolakha --- (given

s P "

= A _T. 42 - 3p0-210 = 30 lakhd ———;

MTWTFSS
. 31
TSI

BRI T S

S-I-rPS: Tawu Hd\)arﬂugc of Debt

Debt = 2790 +10 = 280/ @ 10/ 4 *au

c. Tax adVarﬁage d\b debt - +%D

- 0:3x 2%0
- 384 lakhs
APV - Raie (ave NPV - Tssue cost + Taw advantage of deb
- 30- 10 + 8Y
"~ APV - 104 lakhy

Qﬁﬁ&&&xdr

* ke* @ Unlevered Ke -

Q2| N1 carh Flow

Re= Rg + (Rm-Rp)B —> CAPM .
where, B = systemadtic xisk-
L

Mautket Risk-
/ Tf mautket A by 1o, Stk Aby B%

Bu: only buiiness xisk-

[YEY)

Revenue 1200000 B , . :
FRDTT 800000 ke* = unlevened ke
(> Depr? £2040¢ = Re+ (Rm-R¢) Bu |
ERTT 300000 (unlevzncd B) i—&
NOPAT @ 10/ 210000 — ‘;
) Depr? 500000 -
(EAT 110000 <«
~

. Canh Flow JDcnr 4"71m = 110000

(unleverned ke)

k> Rp+ (Rm-Rp) Bu = S+ Ex1S = yu).

2400



B ) R A e S

YOUVA

UUJ

D Base Canse NP\/ - 110000 x PUAF (l'—l/ S)‘QJZQQOQO
- - -G2512.5 L el

2) Issue Coyt of NPV - _Ho/ of 2500000 . 2/ = 20408
® q8/.

TS)TOM Advantage of Debkt - A T Tl B
Deb+ - go/- of 2soo00o - 500000 |

l_-,,, Intenext wate - 8. = e S—
. toax xote - 30/
—» Fhsummg thaot debt 1s )tf’p(u_J’able one- Ahot i-e.
—9 lumpsum ot the end of 5 yeawts.
- Annual TTS - 30/ of 8] of 1sc0000o -
- = 36000 p-a-4ar 5 yeara.
9 Tax aduartag-e an Debt = PV of ITS @ g1.
Tf question Atades, Trrl:e.me,wmm - 36000 x PVUAF (8/.,5)
shield Ts cextain, then we shouwld
uWe Re =5/ d“!c[ E e f - 143738
v tau. advaontag iebt
=

- 4) APV - Base Case NPV - Floatet" cort + +axw odvarﬁ-age, dI))drb
- -62S512.5 - 20408 4+ 43138

— If a company haxs
;{ - 602175 .. 'Projcd: e yiable losses = no taw shield.
~ To get Tax shield, Co.
=Q N ohs i, got tohave profits -
: 1) Hl—l:cnncrh\rﬁlu, aft+en tau %locd—aﬁon cayt

- 20408 X 01
N - JH2 RG . -
et Ihis gives APV = -62512:5 - 14286 + 143738 = £€939 '
s ot JRRREE - U S s L
® . thlcm ncmqrnmg sTlent , we have .
z loan 15 xepayable lumpsum. on maturity .
“® 3 Tf +the Arm 1s definttely going 0 make positive
”» profits In quture, TTS becomes certaln 4 disc seate
- 2 for TAD shouldd be Re = 57




O A e JO . S

Page No.: 3 8

e

—1:¢. TAD = 3go0o x PVAF (51.,5)

= 155861 16




