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The Valuation of a Private Company - A Case of the
Issuance of Convertible Bonds by Samsung Everland

Jongchan Park* - Wonseok Choi**

Abstract

The stock valuation of a private company is required for an initial public offering (IPO), the
issuance of convertible bonds and bonds with stock warrants, mergers and acquisitions (M&A),
the exchange of private companies” stock, and the valuation of private companies’ stock owned
by public companies. The stock valuation of a private company sometimes leads to a social
dispute since it may cause unfair wealth transfer and distort the distribution of resources. The
process of applying valuation models requires the estimation of future input variables such as
dividends, free cash flows, and residual income and a discount rate, which can be arbitrary
depending on stakeholders’ interests. This paper analyzes valuations models, their advantages
and disadvantages, and the key factors that may provoke controversy, using Seoul Central
District Court’s ruling on the case of Samsung Everland’s convertible bond sales which
compares various valuation methods in order to find fair value of Samsung Everland’s stock. A
correct understanding of the valuation methods and their critical points is warranted for the
prevention of unfair wealth transfer in the prospective M&As with private companies and for
right investment decisions in the equity security analysis of private companies.

Key Words: Private Company, Samsung Everland, Convertible Bonds, Valuation Models,
Discount Rate

* Associate Professor. College of Business Administration, University of Seoul
** Associate Professor, Department of Science in Taxation, University of Seoul
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(Teaching Note)

HIAFEZ| A2 THRIET - AMOHH=0] HEA LA

1. Synopsis

2 Alle udEFad Ut /X9RE S
AA Agurd S olaista zhzte] A mobdt
oBH HAFFAAYSY BHE PHE 26EA
olgi@ + e AVIE vl AL EHoE @
t} o2 A7 YA Y5t Alzte] FE
< Td AT AFAL o] BF A1A
BZE Fo| Jehd AR 37 Ay vlag Al
2 &lo gt ZEEskbEe g AdAE
Ausiget. v3dFAe] 7HXG7 2 AL
A =@o2 ooAE olfe 7I1E FFY AT F
F7- 89 o|A7 Agduje] 422 FLE F 3l
7] §Eolt} o4y 7HNHIRE S AAR 4317
AN FYRSFE dSslor sta, dA7H] AE
< A% FA&S FHHof sk, oHF B
A ol @A whet zAe)AQ) ddo] AL 5 3l
th, gt 7R lRgER ol adle] FF =
ol 99e] 8 & Je7tE olHEhe AL ge=
dAsE 7Y B8 M&AS FHENCA
gul2 £A24¢ 7] M weA] Besin.

2. Teaching Points

5 ALIE o848 £99 g IUAEE HAF

FA 9 7H g7 dig olsfoltt, oA 71
PIRdE Ydse fdiez Adsplide
s AL 2PE AlHE S0l AL A
w7l 139 43714 S &) 8 787t
S FEd Jte Hyos HIggd, dYE
9 3714E FEE & A& Aol olF HaA
£ 7H97hg e Aol gA oA A
dejo] it olalzt $AAHo}, HF BAJME
ojA=e] Al WY& FRuFe Ao
ol4 ARF7} AP dF HEE BEE
AFsol A ¥t weEA £ Al duds
AGAA e LS AR A3AEYPoR BTG
A14 BAR Vet X e vlag AL
3] 7 7h S A9

2R A3AdNE FFUUARY, ZFo|YRF,
EVARZd did Az g sets 470
2 37 qalod $42 0|43 =&AL wiAS}
Ak, 2 FAEY FFo] FEI &1, A =
2w o] A old] g F8 2
o =233 AT A4uy, 2ln F LA
g a7fshe Aol ¥ AHolmz ofE oA
71&3tat

2.1 #aEel=y
TR L IUEEE B3 FE€ £¥S

SN 4YEF FAEH EFEES AT 4
AP ZF5E(FCF, Free Cash Flow)g @A7}A
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2 ZUsle] 71 AA9 7 E AEdhe ol
H(HAF - ZEE 2009, 254). Ao FHH,

_G-% . G4
(+r)' (Q+r,)?
2 G-}

i=1{1+r,)

(1)

V:

(2)

o714,
V : 71947131 (Enterprise Value)

C: 99853388

I @ 998%9 FA€ #4358

ry ¢ 7FEB A A & (Weighted Average Cost of
Capital, WACC)

oM 7hEHdAEn ol 7|Ye ARe €
AL 27|AHE o2 FAH ez eI
B3 AR i AEH &S £U9 7 AR
o A7 E 71208 /5HEE Aotk ydF -
AR 2009, 372)." A4 7197 (V)
£ 719 AA Y 7R 2A FFAE7pR R ol g}
AAAA LM E EFF Aojmg FFAE7H
(Ve) & F37] fdMe €3¢34(= F¢54
- 382N A7 E AgdEoF (LA -

232009, 254).2 Wl FFAEANE e
3} Zo| AEdr)
& G-

lé(-’:‘-%"l-ﬁr?}ilbg(lw L

— &2 82 AAA (3)

9, A(3) 9 WA BAl dgehs (C-L)
t 9UEFETIENM 9UFAAE A% FCF
Al 32T FR FAE Adshe 7golP
oz 21 v7)zte] ZAA FCF7}F &(-)9 ge
2 yehd & 9ol 83 9 n712744 FCF
7t e Esolof FHAAF - AER 2009, 259).
2y <F7)3te] A4E FCRY o322 o389
AL 757t AE AXE EAH LT
o. ol XA ¢y AdME FCFE 3
A dZste dAl dANZRE, &AM, 825
TR GABAE ol &3l 4(4)9%} Zo] FCFE
Ao s Pyo] g

FCF = A¥cddoly - 12dd T
- 7129 FIHAR)
FCF = AF€d°1d - A 9UFAE (4)

1) EQIARRE[ (=Bl AR o) 2L 8 x(1-H€)) & 15, A7|AHEH 82 1, £FGHA(BIIZ)S) ARIAE V. A7) e ARTlx e
Vet 89, 7R A &(r,) & oot 2oh(zAZ - 154 2009, 372).

- Va q V.
L 77 72 I 7 7

H371S A AR AT EAEA) @082 AIAE AEILE Agsle] A rwZ AZ|ZHE7EA (FFA 2713 2
WY F ol rylalel o8l | FFARANE AEshe HHE 1S FIARAI} 9 oz 29 wrx wEgo
24 4% FFAEE 78 4 lcHPalepu et al. 2004, 8-2).

2) ¥3eUARYoz 424 7|W/HE IUBBIN F24 FCFol o8l 2F9u2 999 72 B 4 Ao gy e 7]l
£ 8] A9so] gone FEARNE T8 AME 717K (39 AR 2RE 28%A 2olo)q AL A7

¢ cEg A A7RIE AddchddE - 284 2005, 79).

3) UFAHALL (IAFEA - IAREHA) + (LB - JYTHHA)Z ALeln] 7| LI Sapee thest 2o 2%

goh(z4F - 223 2005, 236).

NHGU TR = 7| 2GUFHAE + AFEH0)Y - FOF
F, 712IURAALL FCF7E O0lebd 71290 F kAo 713t o) AFedeiolde Ue gkt 24 ¥ 28U FoFst %
(+)91 € 1 FAHF IYEEo] oid F8aHbe] 79, S84 A% ¥R AFoz A1LE Holm2 7124953}
22 AFEIold ot FOFE A7e FAaw Z7kbl gtk £3 FCF/F 9(-)9 A%E 1 2o 28200 HE,
e F7h 58 Falo 2UE ol YAFAR F7I2 RAHYLE Yuisme s 2SR e ATEAo]e)d]
&9 FCFe Auigtehg of 3718k €ch. 9] 4o|A FCFE W0 o|%ala Feleh 4(4)7 2290,
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b 2](3) $8 ARG EAo sk T
# FCF di4l 4(4)& dsdsta,
© NOPAT,— AIC,

V@A) = —
t=1 w

— g A|BAR  (5)

o)A,

NOPAT :  A¥c9%olY(Net Operating Profit
After Tax)

AIC  : 9YFsAE(Operating Invested Capital)
HE

A(5) 8 a2 d4el A&3d vl AF
9ol JYFAE MEFS AF oS3 o}
oz dAHoz Brbssith ©F nlE AFE
Aol FYFaAE Wl 5F 71THT)|
A Fole AA 713t FCF g9 94748%E
2 Fheda e Y

= NOPAT,— AIC, NOPAT,—AIC,

NOPAT,— AICy
(1+r,)T

(NOPAT,— AICy) {(,-1 tgg))

% +r)7 (6)

A(6)olM S8 W Ege Bl (NOPAT: -
AICY - ((1+g)/(rv-g))e T+17135E g9 A
AE2 Z7kke v FCF(= AFedgeld -
FAFIAE HF)S TN AR Y 7K =
A A7 2A Z3e] ((NOPAT: - AICY) -
(1+2))/(1+ry), 387F (1+g/(1+r)Q 53
SHF5e @0l 2, BRI (1+r0)"E T2
¢ AA7A] AAkE T717E o] FCFY 71X &
Al A AR AAG gtelth. wEtM T
7127429 ulg) FCFE d&8ta, T7IZt ol F&
FCF7} A4 7|3t FCFol g8 43E=2 &9
2 7HF8EHE A(6)3 o] A4kl vl FCFe
A7 & AHEE 4 .

Z', (1+r,)" (1+r,)" £ E0|, DAY 201045 2014971 A
NOPAT,—AIC,  NOPAT,—AIC;  FER%ol% FUFAL tfd fdej2Ee]
(1+r,)? (1+7,)7 237} olefet 23, DAY 7}EH ALY §o|
(NOPAT,— AIC,)(1+9) 9%, 200992 @A DAY &3&5FA9 A7}
(1+r,) T Ae AR7H G 54 6,70099, FEFAF7
(NOPAT,— AIC,)(1+9)* 183,000,0005]5 DARe 2014 ©|% FCE7}
1+r,) 77 " AUE FOFel 2% 4382 Z7lada 138
NOPAT,— AIC, = NOPAT,- AIC, | o, ASTUARYE o] &F 200982 EA 177
T (+r,) (1+r)? FEAE7E T3 2o A2
2009 AXn} 20104 % ofFof cist ofd2|AES] ot 99l gl
2009 44 | 2010 &% | 2011 4 | 2012 o4 | 2013 o4 | 2014 <%
HEEd0lY 1,261 1,368 2.312 2.677 3.009 3,445
%‘ﬂ;:iz}é 13.700 15,107 17.163 18,421 19,658 20,868

4) AFE3o) B AN 2006-5 (FHHE 2006, 7)o w2y 7938 AA 534 FFPEES @A Yook it
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HIFWIDYE 0I8E 13 FFRIR7IA| Al

s H

2010 o4 2011 o4 2012 ¢ 2013 |8 2014 <4
AFEdgely 1,368 2,312 2,677 3,009 3,445
P T WF 1,407 2,056 1,258 1,237 1,210
FCF -39 256 1.419 1,772 2,235

FCF @7} -35.8 215.5 1,095.7 1,255.3 1,452.6
713 32,567"

Zei 74 @7} 21.166.4

1 ((1 + 0.02) / (0.09 - 0.02)) = 2,235 = 32,567

719714

I n

25.149.794¢

FFAEH = 25,149.794 - 6,70099 = 18,449 7¢1¢l
15% FFAL7HA = 18.449.794 / 1.839F = 10.081.89

2.2 Znj0°j2¥

&1 2 Y (Dividend Discount Model)olA
7199 FFA R/ E vl odse e &
A7 2 ALET, o714 wgde dFujgit
ofz} zZFe] HEE 53 Ho ojA/MAE ¥
Fatn AFwdgol Sle AL dFuTH A
ARFASEYNA FF9 eAES AL ol
4E Vet AZF - 2 EE 2009, 260: o]
2009, 74). WFARY S FHo2 FHW
o3 2g,

Dy D,
V = + e
© (Q+r)' (+r)?

(7)

714

V: 7199 FFAE7H] (Equity value)

D: w2y

r.: & (FR|UTAE T A4 £)

4, w2l 712 2 712 AR (MY,

(-35.8 + 215.5 + 1,095.7 + 1,255.3 + 1.452.6 + 21,166.4)

Plololnte] wAE EASS

718 AZIAH(B,) = 7]1% A7) A (B,-)
+ 71l d(Xy) - g (D) (8)

gty gdE 712 2 71T A ARG 77
£oloo 2 HA|EH,

D,=B,_,+X,—B, 9)
H(7)9] Deell 4(9)E i3k,

_B+X,-B  B+X-5,
(1+r)" (1412

+e (10)

A7IN FF9] 7ldiol9d] dFshe (rxBi1)E
98 7 39 A Hitn & A (RdF -
AEE 2009, 287: o4 2009, 85),

V= Byt+r.By—r B+ X — B,

g (1+rg)]

B +r,B,—r.B,+X,—B, R
(1+7,)? o

5) =7s AR, ASARIRIE T} 2L T EAEo] QBT oF P2 YAA &0z vl ANE 008 & 4

7] wEel 2@ dazt gichAAE - AEE 2005, 342).




el =g e

_ (1Bt X 1.5~ B,
(1+r,)!
(1+fc)‘Bl+‘x2_chl_Bz
(1+r,)?
Xl'—‘!‘.,B(, B] Bl
(1+r,)"  (Q+r) (1+7)!
XZMTFBI B? i
(1+7,)* (1+7)?
X, —r.B -r.B,
1 :n+ X7 1}1 o
(147,) (1+7,)

= Xi—r.B,_
=B
+§ ] (11)

<+
1

=B+

-0

A(11) $+89 84 XireBe)2 tAH9 371
Tolgdq FF 7ItoldE ARF AoJER ¢
71719 Z3jolejo] "o} wWatM FFEUBAASY
197K A At ARG vl zatel
oo A9 oz FHEL, o] o] ug
Z3jo]9] R o] Hrt,

A(1DE ad2 @44 A& vl 22
0|9 & BF o Sdo}f ug AUAHoZ EIl53
o}, whef ulg Z3fo]ejo] £ 71ZHT)] A ¥
de AA 71zt ZHo|Ye] AEAF 0F FT ¥
g2 A48t /Hgsa(dF - 222 2009,
266: 314 2009, 86).

‘YI—TEBU i XZ_T:.'BI ..

FA0| JIRIEDL -

AHE0ItHRI=2] MEBALY @Al 135

o (Xr=r1.Br_,)

(1+47,)7*2

X, —r.B, X—1.B
(1+r,)'  (Q+r)?

@
(147, —w)

(14r)7

V,=B,+

[

X;—=7.Br (Xr=r.Br-.)

(1+4r)7

(12)

2(12) 9 o £ A (0/(1+ry-0)] -
(X1 - 1eBr)E (T+1)717H2H o9 HEE A&
g g 23| TZ/IHLAA AAAAZ A
At 7R 2 28| o(Xr - reBrg)/(1+1.), &
H7b o/(1+1.)9) Fa581359 #F(=23/(1-
24)))o] Ao}, 22 (1+r) & T/IE7A A
Akl T71ZE o] Fe] mjg) Z3jolole HAIAE
oAl @RS EAZE AE gold, whet
A T71ZAAS wg Z7o]oE o Fdx, 1 9
Fe A 7|17 230l d 0T FF HEE 23
olojo] A&HTkn 7P, 4(12)9 Zo] A4t
3 7199 FFARHNE AT 4 o

d& 20, ide2EGFTEN7D7F KA 2009
d A9} 2010958 201237449 «)&4)71 o
< E9 22, KA A7|RHEH] o] 8%, 2008
a2 A4 KA $5F44E 130,000,000F,
KARe 20129 o] F Z3je]de 20129 F39

h=Bt STy 90% A= Asddn H4E o, zo|ouy
X By, BB} & o184 20009% A 13% FFARMIE
(1+r,)7 (147,) 7 ofgf s} o] FEdd}.
20094 A3} 1 0j%0] it ofelAEe] ofak: g
20094 44 20109 <% 20114 <% 2012 o4
[ 4] o9 8.943 8,264 7.669 7,696
|| ] o 3.600 3,600 3,600 3,600
&R 35,398
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Zajo[o2¥E 0|8% 158 FFXIZTIA| Al:

o4 44
2009'd 43 2010% <% 20114 <% 2012+ o4

o9 8,943 8,264 7,669 7,696

w3y 3,600 3,600 3,600 3,600
71gEeAA 35,398 40,062" 44,1317

Z3}o]9 5.432° 4,464" 4,166"
Z3}o] &7} 5,030% 3,827° 3,307%

Zkei 7)) 20,830”
Zed 7}3) &7} 16,536'"

1) 35,398 + 8,264 - 3,600 = 40,062
2) 8,264 - (0.08 * 35,398) = 5,432

3) 5.432 / 1.08 = 5.030

4) 40,062 + 7.669 - 3,600 = 44,131

5) 7.669 - (0.08 * 40,062) = 4.464

6) 4,464 / 1.08% = 3,827

7) 7.696 - (0.08 * 44,131) = 4,166

8) 4,166 / 1.08° = 3,307

9) (0.9 /(1 + 0.08-0.9)) * 4,166 = 20,830
10) 20,830 / 1.08* = 16.536

FFAE71 = 35,398 + (5,030 + 3,827 + 3,307) + 16,536 = 64.098

FIFFAEIA = 64.0084¢ / 1.39F = 49,306.29
2.3 ZHH F7px| 28 (EVAZE)

EVARZ S ¢ A9 AFEARYAN 22
slo] o]g WY =&F Eo|n. AR
ol m2d 7147k (V) e

© NOPAT,— AIC,

=1 (1+7r,)

_ NOPAT,+IC,~ IC,
(1+r,)

NOPAT,+IC, — IC.
e (13)
(1+4r,)

v:

oA714 8 7 g9 Ao (ryxICi1)E H3t
I E AzFE AT - A2 2009, 288),

I+, ICy+ NOPAT, —r,IC,— IC,

(147,)
, 1G 411G+ NOPAT,—1,IC,~ IC; |
(14r,)? '
_ o NoPAT -r G, 16, | IG
? (1+r,) (1+4r,)  (@1+r,)
NOPAT,—r IC,  IC, Ic,
a+r)? {l+rw}2+ (1+r,)%
- e A el (14)

t=1 (1+7,)

Z, 7197 dA9 FAFIHAE AR o
AFedgelde] 71zddFaAEd 7EHaat
2442 33 #E 23947 FEA FFs= 0y
ZAA A F7174 (EVA, Economic Value Added)
o A E #E A% 2o
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A(14)8 4A2 A&7 984 vlg EVATL
E4 71ZHT)e] Ad Felle A7I%e EVA
ohe AEAFE FT 2 A% oloxiga 7t
A (AAF - AEE 2009, 274),

EVA, EVA,
V=IC,+ -4 TR
(1+r,)' (Q+r,)
EVA;  wEVA; W EVA, .
(14r,)7 Q+r)T (1+47,)7"
EVA, EVA,
=IC,+ - — -
9 (1+*ru,)' (1+ru_,}‘!
w
& EVA; (1+r,—w) Exar (15)
(1+1‘u_,)T (1+r,)"

71N EVA, = NOPAT —r IC,_,

137

2(15) ¢4 w0 2g9 FAQ (o/(1+rvw)] -
EVAre (T+1)712 o]F FA7IZt EVAY oF
¢ ¥e2 A&He v EVAE T713E7HA
A7 2 A 7R 2A 23] (0EVA7)
/(1+ry), 287t o/(1+1,)Q F35835Y &
(=28/(1-24)))°] 8. £2d (1+r)'E T
71227k AR 1713 o] 3¢ vje} EVAS dA
7K E A dAAAES B E AL goldh

d& o], DALY 20108%E 20149712 Al
F£dgol Y3} dUFaAE tE ofde]2ES
dZ7} oliet 23, DALY 715% dAEH] 4ol
9%. 200992 @A DALYl £F&HA AF7L
Ae A9 9% 6,7009€, #5F4574
183,000,000F°|% DAR= 20149 ©|F EVAZL
20149 %9 90% A= A&Edn 73
o, EVARES o] &3 20099% dA 152 F
FA B/ E theT} Zo] AEdE.

20094 A&zt 2010 X ol chdt ofdalAES] offy:

w9l 94
[ ] 2009 A4 | 2010 4 | 2011 44 | 2012 <4 | 2013 <14 | 2014 9%
MEEG0lY 1,261 1,368 2,312 2.677 3,009 3,445
ﬂ;]_gz}& 13,700 15,107 17.163 18,421 19.658 20,868
EVAZEE o|2% 172 FFXIE7I| ALt gl oql
[ ] 2010 A4 | 2011 44 | 201244 | 2013 <4 | 2014 4%
EVA 135" 952 1,132 1,351 1.676
EVA @7} 124 802 874 957 1.089
A7 7 038
274z #7}b 5,159

1) 1,368 - (13,700 * 0.09) = 135
2) ((0.9/ (1 + 0.09-009)) * 1,676 = 7.938

71817k = 13.700 + (124 + 802 + 874 + 957 + 1,089 + 5,159) = 22,7059
Z2A B = 2270594 - 6,700¢1€ = 16,0059¢
123 22258713 = 16,0059¢ / 1.834F = 8.746¢
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3. Discussion Questions

3-1. EEoA oudcse] A Eapt ARse
o] &3l 15% FAIAE A& A
RS A9 o o Ao AS
ojd TAME FE7IQ 158,171,802.488%
< Afold BEFFAF 70720058 A}
&3t A 139 F471A€ 223,659
A(= 158,171,802,488¢ + 707,200%)
ol dc}. ¥, A7} BEFE ABd
ojFo] FAL 1,961,977F2 Alesld A
AstE, 80.6189(= 158,171,802,488¢
+ 1,961,977F)0] €t AFAfe] AF
o3} o|Fe| FALE J|Fo2 AEF o
F e 1577 FAZR FolA A
AR AHder 13¥ 4+ Y& By g
B8 7ML o= Aolm, o A M)
AL,

3-2. % A3FAM 2 AFEARY, x5
|92, EVARE S o83 F4713 %7}
e AdHE M2 v msle] YAl

3-3. dWA=E 157 FA/KE FFLURY
< o143t Hrie Ao dig A4 AR
T A7 A2HPeA e ge B
AdE AZAT. AA, A=} 453
A7k Qe zdVHE MAbIdez 43
5x, 24, dHA=S AUF HRo)Ae
< 199692 A owA=st AFA A
1% JAA AFRPALN € EdE A
F3d 11.85% Y= 12.88%% ENQIAE
Hgos ¥u ¥A&E Mg @3
ARFAAN Aol A7 FAZIGY 43, &

AAEH 82 ol of WedAE A3}
AL,

4. Analyses & Answers

4.1. 3-10f| cist 28 got

A% A8t AEE dd 22E HEe A
g oA FAFZ A2F FoeAWldo}, A
A A¥@7140] €7] YaHe A oA o) =
Ao Wgo] glojol gt} APo|AuT
olFd FFEARZIYe] Zx EE ZrlEdcid
Ag7t7o] i T AR IA7) @ ot}
A o)A FAFE A2 Tl 223,659
Yol AEAIANE A3l vl2 BEFZ Agsin
AE o|F Al N2 AN FRMFL AR
AR 2EA] BAl2 fUE EE (A x 34
FIUNE Fhked, o8 Az 2dE F44E
EWshe AA FHFE YrH Ao A
FoE FREAIYL oA} FYF Fodoz
fAES. &, A3 A¥Fdoz ABHAs]0 A
g o)A} o] Fof FEEANTId0] FUF FAo
2 fAHE Aot ABo|F FALE sZoz
HEE A ole AR o)A FgEapabrlolo] 54
HH2AZ) o] AR o|Fd] FZeEzabsloo)
#&3H €

4-2. 3-20i| Cifst 2 chot



HIAAD|Y FAIQ| DIXIEI} - ASOIHRIES] TEAIRH REALY

(3-20] chgt 2 &b

139

AU

Z3o| 2y

EVARH

33

< 7147HE Ade I9ETE
qx FeHe d88E=
Az @ 7HAHRY.

c A ER AFTRY A
old] FFE BA %

« ANHT T8

CFFARRAN 2

Nze
S A BRI}
47 239,

« A7 (1713 o) Z3jol9]

o d@7h7t FFALH M
AR ghe HFo] 2

- MR AR & () S AE

g 29 9s

« £283A9 AHAE 23

g s gl

« AFEA0l & dasee &
o|AjHl & o] U8
« oA Bl 2,

« Zej7ix) 9] H]Fo] A3, FCF
AAE 71 wel A7
7k 37 ¥,

«EAEINE ukgERE <57
Zto] Zojo} &,

EHEARY () E FF
37] g1 ol & fdMe A
B30 && Aok 3

colg Zsfely) dFA 24H

SlAle 4 wedsor g B
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