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\
‘ Forecast free cash flows

\
° Estimate terminal cash flows

|

6 Determine appropriate discount rate

[

‘ Discount free cash flows

[

e Evaluate and test results

/
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¢ No. orreriods - A ~ Cash flow (CF;)_~ value
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CFT(]+g)
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Bann15luNIsUsSEINUMTITNIEUANUTAAAIA (Discounted cash-flow)

- . Revenue Growth

. Cash (Operating or EBITDA)
Margin

1 . Tax Paid

. Working Capital Commitment

T
) . Capital Expenditure

Discount Rate J Competitive Advantage period J

Note: FCFF = EBIT(1-t) + D&A - A in NWC - Capex
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#ann15lUNsUsSEINUMNTITNIEUAUTAARA (Discounted cash-flow)

Free cash
flow to
firm

—~ CF

T

=1 (1_'_}/:[)1-

Shareholders

+/- cash flow
related to debt
(interest, loan
paybacks, additional
borrowing)

Free cash flow
to equity
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#ann15lUNsUsSEINUMNTITNIEUAUTAARA (Discounted cash-flow)

“The discount rate must be consistent with the type of cash flow.”

Enterprise

Cost of Equity (CAPM)

I CF-— FCFF
2

Value

b

=1 (1 + I"ﬂf—— WACC

I C L FCFE
)3 f

=1 (1 +r | cost of Equity (CAPM)

Equity Value

Cost of Debt
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Bann1sluNsUsEaNUNIFIaNIEUd I UTAARA (Discounted cash-flow)

that a prudent purchaser would in order to put capital at risk in the
expectation of realizing the earnings expected for this specific business.”

Cost of equity (using CAPM)

Cost of debt

Marginal cost of debt (e.g. MLR)

Weighted average cost of capital ("WACC")

WACC = Ke x We + (Kd*(1-T)) x Wd
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Bann15luNIsUsEINUNISITNIEUAUTAAAA (Discounted cash-flow)

Theoretical Cost of Equity

Low High Source/ Comments
10-¥r Government Bond Yield 1.2% 1.2% 10-year Zero-coupon government boind yield, TBMA as at 31 Dec 19
Equity Risk Premium T.3% 8.3% equity risk premium estimate
Equity Beta:
Targeted Debt (%) 40% 40% Based on the median debt structure of the comparable companies
Targeted Equity (%) 60% 60%  Based onthe median debt structure of the comparable companies
Targeted D/E ratio 0.7 0.7 Calculated
Unlevered ndustry Beta or 07 Unlevered equity beta = Levered equity beta [ [1+{1-Tax Rate) x Debi-to-Equity]
Corporate Tax Rate 20% 20% Thailand's corporate Income tax rate
levered Equity Beta 1.1 1.1 Calculated
Size premium [1 [1
Company Specific Risk [] []
CAPM Cost of Equity 9.5% 106% Calculated | 1, Cost of Equity
Weighted Average Cost of Capital (WACC)
Low High Source/ Comments
Expected Cost of Debt:
Cost of debt 5.98% 5O8%  Average MLR of Thailand's 5 largest banks, Bank of Thailand as at 31 Dec 19
Corporate Tax Rate 20.0% 20.0% Thailand's corporate Income tax rate
Expected Cost of Debt - post tax 4.78% 4.78% Calculated 2 . CUSt C'f D e bt
Expected Costof Equity 9.5% 10.6%
Weighted Average Cost of Capital 7.6% 8.3% Calculated
Weighted Average Cost of Capital (rounded) 8.0% 8.0% 3. WACC

Source: Bloomberg and ThaiBMA as at [0]
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#ann15 luNIsUsSEINUMTITNIEUINUTAARIA (Discounted cash-flow)

Assumptions
Discount Rate 12.0%
Tax Fate 28.0%
Debt-Free Net Working Capital (% of Rev) 13.0%
1T Growth Fate 20 _FDRECAST PERIOD
Years ending 31 December
2011 2012 2013 2014 2015 Terminal
£000 £000 £'000 £000 £000 £'000
Total Revenue 24,000 30,000 40,000 44000 48.400 40 852
Reavenue Growth 25% 33% 10% 1% %
Cost of Revenue {18,000y (21,0000 (24.000) (264007 {20040y (29.911)
Gross Profit 6,000 9.000 16,000 17.600 19,360 19,941
Operating expenses (3.600) {3.600) (3.200) (2.200) (2.420) (2.493)
EEBITDA 2,400 5,400 12,800 15,400 16,940 17,448
Depreciation (500) (450 (450} (300) (300) (3000 Depreciation and
EBIT 1.900 4,950 12,350 15,100 16,640 17,148 ol
i capex assumed
EBIT Margin 7.0% 16.5% 30.9% 34.3% 34.4% Fdd% to be in line into
Taxes (532) (1.386) (3.458) (4.228) (4.659) (4,801} perpetuity
EBIT after tax 1.368 3,504 5,502 10,872 11,981 12,347
Add: Depreciation 500 450 450 300 300 300
Less: Capital Expenditures (1.000) (300) (300) (300} (300} (3007
Less: Changes in Working Capital {7807 (1.300) (5207 (572) (189} 5
Free Net Cash Flow 88 2414 8,522 10,300 11,792 12,197
Termunal period value factor: 1/(D.E_-g) 11.1x
135,519
Periods Discounted 0.50 1.50 2.50 350 450 450
PV Factor 0.9440 0.8437 0.7533 0.6726 0.6005 0.6005
PV Cashflow 83 2,037 6,419 6,927 7,081 7324
PV of explicit cash flows 22,548
PV of terminal value 81.380 Terminal Growth Rate
, 2.5% 3.0%
Estimated enterprise vale 103,028 E 122283 129 345 137418 146,737 157.613
- 107158 112,521 118 557 12540 133225
= § 05,005 00278 103,928 109,127 114,978
2 85,250 88,502 02260 06,316 100,824
(=] 77.001 79,704 82,74 85,976 80534
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The information contained herein is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate

in the future. No one should act upon such information without appropriate professional advice after a thorough

examination of the particular situation. Materials published may only be reproduced with the consent of TFAC.
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