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Lecture 1 – January 5th, 2016

Exams generally 20 calculations, 20 conceptual/understanding
Quizzes 10 MC
Answers won’t be posted to in class problems

ICP 1-1: Advantages and disadvantages of a corporation?
Advantages: limited liability, unlimited life, separation of ownership and management, transfer of ownership is easy, easier to raise capital
Disadvantages: separation of ownership and management, double taxation

ICP 1-2: What is the goal of a corporation?
There isn’t a well defined corporate objective
Management wants a higher profit, shareholders want their shares to be worth more

Three equivalent goals of financial management:
· Maximize shareholder wealth
· Maximize share price
· Maximize firm value
All three of these mean the same thing

ICP 1-3: A branch manager lays off experiences full-time employees and staff customer service positions with part-time or temporary workers to lower employment costs and raise this year’s branch profit. The manager’s bonus is based on profitability. What do you think of the situation?
· The manager is looking after their own self interests, not the business
· Agency issue

Agency problem:
- overindulge in unnecessary expenses
- shy away from attractive projects
- engage in empire building

Indirect agency costs: management avoiding risky projects that can be justified by risk return
· Money left on the table for other project that could have been done

Managerial compensation incentives:
· Tie to profits? Manager will be motivated for short term, will harm shareholders
· Often management is offered shares as an incentive

ICP 1-4: How do managers affect shareholder wealth?
· Decision cash flows (CFs)
· Expected CF – bigger is better
· Timing – sooner is better
· Risk – less risk is better
Secondary market – “used” shares

Intermediate people are helpful with things other than just money


ICP 1-5: True or false: the best way to maximize the intrinsic value of a company and thus shareholders’ wealth is to maximize its earnings per share (EPS)
· False

ICP 1-6: Suppose you own shares in a company. The current price per share is $22. Another company has just offered to purchase your company for $25 per share to acquire all the outstanding shares. Your company’s management immediately begins fighting off this hostile bid. Is management acting in the shareholders’ best interests? Why or why not?
· Goal of management is to maximize share value
· If management believes that they can increase share price to $25 or greater, they should fight the offer
· If management believes that this bidder or other bidders will actually pay more, they should fight the offer
· Unless it’s amazing, reject the first offer (they might offer more)
· If it gets to a point where upper management cannot get share price higher than is being offered, they should accept it 

ICP 1-7: True or false: if an individual investor trades currently outstanding common shares through a broker, this is a secondary market transaction
· True

ICP 1-8: multiple choice: 
Which one of the following statements best describes firm organization?
a) One of the disadvantages of incorporating a business is that the owners have personal liabilities when the firm goes bankrupt
b) Sole proprietorships are subject to more regulations than corporations
c) In any type of partnership, every partner has the same rights, privileges, and liability exposure as every other partner
d) Sole proprietorships and partnerships general have a tax advantage over corporations, especially large ones

Lecture 2 – January 12th, 2016 

Sources of cash: 
· Cash inflow – when we “sell” something
· Decrease in asset account
· Increase in liability or equity account

Uses: 
· Cash outflow – when we “buy” something
· Increase in asset account
· Decrease in liability or equity account

Statement of cash flows:
· Summarizes sources and uses of cash
· Changes divided into 3 categories:
· Operating activity – net income and changes in most current accounts
· Investing activity – changes in fixed assets
· Financing activity

Statement of cash flows is a reconciliation of the cash

Common-size statements of financial position
· Compute all accounts as a percent of total assets

Common-size statements of comprehensive income
· Compute all line items as a percent of sales

ICP 3-1: true or false: the primary reason the annual report is important in finance is that it is used by investors when they form expectations about the firm’s future earnings and dividends, and the riskiness of those cash flows
· True

ICP 3-2: which of the following statements best describes the financial statements?
a. The balance sheet gives a picture of the firm’s financial position at a point in time
b. The income statement gives us a picture of the firm’s financial position at a point in time
c. The statement of cash flows tells us how much cash the firm 
d. The statement of cash needs tells us how much cash the firm will require during some future period, generally a month or a year

ICP 3-3: true or false: since investors use net income to value the firm, cash flow becomes a secondary consideration simply because cash is for operation only 
· False
· We’re interested in maximizing shareholder value which deals with the stock price

Ratio analysis: 
· Allow for better comparison through time or between countries
· What is the ration trying to measure and why is it important
· Used both internally and externally

Categories of financial ratios:
· Short term solvency or liquidity ratios
· Long term solvency or financial leverage ratios

Computing liquidity ratios: 
· Current ratio = CA/CL
· Quick ratio = (CA – inventory)/CL
· Cash ratio = cash/CL

Long-term solvency ratios:
· Total debt ratio = (TA – TE)/TA
· Debt/equity = TD/TE
· Equity multiplier = TA/TE = 1 + D/E

Computing coverage ratios:
· Times interest earned = EBIT/interest
· Cash coverage = (EBIT + depreciation)/interest

Computing inventory ratios:
· Inventory turnover = COGS/inventory
· Days’ sales in inventory = 365/inventory turnover

Computing receivables ratios:
· Receivables turnover = sales/accounts receivable
· Days’ sales in receivables = 365/receivables turnover

Computing total asset turnover: 
· NWC turnover = sales/NWC
· Fixed asset turnover = sales/net fixed assets
· Total asset turnover = sales/total assets
· Measure of asset use efficiency
· Not unusual for TAT , 1, especially if a firm has a large amount of fixed assets

Computing profitability measures: 
· Profit margin = net income/sales
· Return on assets (ROA) = net income/total assets
· Return on equity (ROE) = net income/total equity

Computing market value measures:
· Market price of stock
· Shares outstanding
· Market value of LT
· EPS = net income/shares outstanding
· PE ratio = price per share/earnings per share
· PEG ratio = PE ratio/expected earnings growth rate
· Market to book ratio: market value per share/book value per share
· Enterprise value (EV)/EBITDA = (market value of equity + market value of debt + preferred shares + minority interest – cash & equivalents)/EBITDA

ICP 3-4: other things help constant, which of the following alternatives would increase a company’s cash flow for the current year?
a. Pay down the accounts payables
b. Reduce the days’ sales outstanding (DSO) without affecting sales or operating costs
c. Pay workers more frequently to decrease the accrued wages balance
d. Reduce the inventory turnover ratio without affecting sales or operating costs

ICP 3-5: Manitou corp. had additions to retained earnings for the year just ended of $430 000. The firm paid out $175 000 in cash dividends, and it has ending total equity of $5.3 million. If the firm currently has 210 000 shares of common stock outstanding, what are the EPS? Dividends per share? Book value per share? If the stock stock currently sells for $63 per share, what is the market-to-book ratio? The PE ratio? If the company had sales of $4.5 million, what is the price-sales ratio?
· Net income
· Additions to retained earnings + dividends 
· 430 000 + 175 000 = 605 000
· EPS
· Net income/number of outstanding shares
· 605 000/ 210 000 = 2.88 per share
· Dividends per share
· Dividends/number of shares
· 175 000/210 000 = 0.83 per share
· Book value per share
· TE/shares
· 5.3 million/210 000 shares = 25.24 per share
· Market to book 
· Share price/BVPS
· 63/25.24 = 2.5 times
· PE ratio
· Share price/earnings per share
· 63/288 = 21.875 times
· Sales per share
· Sales/share 
· 4.5 million/210 000 shares = 21.43
· Price to sales ratio
· Share price/sales per share
· 63/21.43 = 2.94 times

Du Pont identity???

ICP 3-6: Firm A and Firm B have total debt ratios of 35% and 30% and return on assets of 12% and 11%, respectively. Which firm has a greater return on equity?
· Debt/total assets = 0.35
· (TA – equity)/total assets = 0.35
· (TA/TA – equity/TA) = 0.35
· 1 – equity/TA = 0.35
· Equity/TA = 0.65
· E = 0.65(TA)
· NI/TA = 0.12
· NI = 0.12(TA)
· ROEa = NI/E = 0.12(TA)/0.65(TA) = 0.12/0.65 = 18.46%
· REOb = NI/E = 0.11/0.70 = 15.71%
· Firm A has the greater return on equity

Operating margin: measure of the firm’s operating efficiency – how well does it control costs

Total asset turnover: measure of the firm’s asset use efficiency – how well does it manage its assets

Equity multiplier: measure of the firm’s financial leverage

ICP 3-7: Why is the Du Pont identity a valuable tool for analyzing the performance of a firm? Discuss the types of information it reveals (as compared to ROE by itself)
· ROE is most important to the shareholders
· The Du Pont identity emphasizes profitability, asset utilization efficiency, and financial leverage – if one of these is weak it hurts the firm
· ROE may be misleading if low PM and high EM – if the firm’s margins were to erode slightly, the ROE would be heavily impacted

ICP 3-8: If Garson Rooters Inc. has an equity multiplier of 2.0, total asset turnover of 1.15, and a profit margin of 5.5 percent, what is ROE?
· ROE = PM x TAT x EM
· (0.055) x (1.15) x (2.80) = 17.71%
· Note: ROA = PM x TAT

ICP 3-9: Bowsman Fried Chicken Company has a debt-to-equity ratio of 065. ROA is 8.5%, and total equity is $540 000. What is the equity multiplier? Net income? ROE?
· EM = 1 + D/E = 1 + 0.65 = 1.65
· ROE = ROA x EM = 0.085 x 1.65 = 0.14025
· ROE = NI/TE  NI = ROE(TE)  NI = 0.14024(540 000) = 75 735

Internal uses for financial information: 
· Performance evaluation
· Planning for the future

External uses for financial information: 
· Creditors
· Suppliers
· Customers
· Stockholders

ICP 18-1: Band Camp Manufacturing turns over its inventory 10 times each year, has an average payment period of 36 days, and has an average collection period of 60 days. The firm’s credit sales are $876 36o per year, cost of goods sold is 37 percent of sales, and credit purchases are 47 percent of cost of goods sold
a. Calculate the firm’s operating and cash conversion cycles
· Inventory period = 365 days/10 = 36.5 days
· OC = inventory period +A/R period
· = 36.5 + 60 = 96.5 days
· CCC = operating cycle – A/P period
· CCC = 96.5 - 36 = 60.5 days
b. Calculate the firm’s operating and cash conversion cycles
· Inventory [(876 360 x 0.37)/365] x 36.5 days = 32 425.32
· Accounts receivable (876 360/365) x 60 
· Total financing needed 176 484.50
· Accounts payable [(876 360 x 0.37 x 0.47)/365] = 15 031.13
· 176 484.50 – 15 031.13 = $161 453.37

ICP 18-2: Burgoyne Burgers LTd. Sales last year (all on credit) were $250 000 and it earned a profit of 5%. Their inventory turned over 7 times, and its DSO was 35 days. The firm had fixed assest totalling $45 000. Burgoyne Burger’s payables deferral period is 40 days
a. Compute Burgoyne Burger’s cash conversion cycle
i. 47.14 days
b. Assuming that Burgoyne Burger Ltd. Holds negligible amounts of cash and marketable securities, calculate its total asset turnover and return on assets (ROA)
i. 11.94%
c. What would Burgoyne Burger’s cash conversion cycle, total asset turnover, and ROA have been if the inventory turnover has been 7.3 for the year?
i. 12.11%

ICP 18-3: true or false: if a firm takes actions that reduce its DSO, then, other things held constant, this will lengthen its CCC
· FALSE
· CCC = (Inventory + DSO) – Payable
 
ICP 18-4: The Chapman Coffee Company has projected the following quarterly sales amounts for the coming year: Q1 - $720, Q2 - $750, Q3 - $830, Q4 - $910. A/R at the beginning of the year is $310. Chapman has a 45-day collection period. Calculate cash collections and ending receivables in each of the four quarters. 

ICP 18-5: true or false: short-term financing is riskier than long-term financing since, during periods of tight credit, the firm may not be able to rollover (renew) its debt. This is especially true if the funds are used to finance long-term rather than short-term assets
· true

ICP 18-6: true or false: the blanket inventory lien gives the lender a lien against all inventories of the borrower. However the borrower is free to sell them
· true

ICP 18-7: Your company has an everage collection period of 29 days. Current practice is to factor all receivables immediately at a 1.25 percent discount. What is the effective cost of borrowing in this case? Assume that default is extremely unlikely. Assume 365 days in a year
· EAR = 17.15%
· EAR = (1 + Periodic rate)^m - 1

ICP 18-8: your company has a line of credit arrangement that allows you to borrow up to $50 million at any time. The interest rate is 0.53 percent per month. In addition, 5% of the amount that you borrow must be deposited in a non-interest bearing account. Assume that your bank uses compound interest on its line of credit loans
a. What is the effective annual rate on this lending arrangement?
· EAR = 6.904028%
· EAR = (1 + 265000/47500000)^12 - 1
b. Suppose you need $15 million today and you repay it in 6 months. How much interest will you pay?
· 508 805.3588

ICP 18-9: Which of the following statements best describes compensating balances?
a. Compensating balance requirements apply only to businesses, not to individuals
b. Compensating balances are essentially costless to most firms, because those firms would normally have such funds on hand to meet transactions needs anyways
c. If the required compensating balance is larger than the transactions balance the firm would ordinarily hold, then the effective cost of any loan requiring such a balance is increased
d. Banks are prohibited from earning interest on the compensating balances they hold

ICP 18-10: true or false: the effect of compensating balances is to decrease the effective interest rate of a loan
· FALSE

Lecture 3 – Tuesday, January 19, 2016 

ICP 19-1: is it possible to have too much cash? Why would shareholders care if a firm accumulates large amounts of cash?
· Yes
· Once a firm has more than it needs for operations and planned expenditures, the excess cash has an opportunity cost. It could be invested (by shareholders) in potentially more profitable ways.

Reasons for holding cash:
· Speculative motive – hold cash to take advantage of unexpected opportunities
· Precautionary motive – hold cash in case of emergencies
· Transaction motive – hold cash to pay the day-to-day bills
· Trade-off between opportunity cost of holding cash relative to the transaction cost of converting marketable securities to cash for transactions

Float: difference between cash balance recorded in the cash account and the cash balance recorded at the bank

Payment float/disbursement float: generated when a firm writes cheques
· Available balance at bank – book balance > 0
Collection float: cheques received increase book balance before the bank credits the account
· Available balance at bank – book balance < 0

Net float = disbursement float + collection float

ICP 19-2: in a typical month, the William Murray Corporation receives 50 cheques totalling $239 000. These are delayed three days on average. What is the average daily float? Assume 30 days in a month
· Average daily float = 3(239000)/30 = $23 900

ICP 19-3: each business day, on average, a company writes cheques totaling $15 000 to pay its suppliers. The usual clearing time for the cheques is five days. Meanwhile, the company is receiving payments from its customers each day, in the form of cheques, totaling $28 000. The cash form the payments is available to the firm in two days. 
a) Calculate the company’s disbursement float, collection float, and net float
· Collection float = 2(-28000) = ($56 000)
· Disbursement float = 5(15000) = $75 000
· Net float = 75000 + (56 000) = 19 000
b) How would your answer to part a change if the collected funds were available in one day instead of 2?
· Collection float = 1(-28000) = ($28 000)
· Net float = 75000 + (28000) = $47 000

ICP 19-4: Willistead Submarine Manufacturing is investigating a lockbox system to reduce its collection time. It has determined the following: avg number of payments per day – 385, avg value of payment - $975, variable lockbox fee - $0.35, daily interest rate on money market securities – 0.068%. The total collection time will be reduced by three days if the lockbox system is adopted 
a) What is the PV of adopting the system?
· PV = 3(385)(975) = $1 126 125
b) What is the NPV of adopting the system?
· NPV = 1126125 – [0.35(385) / 0.00068] = $927 963.23
c) What is the net cash flow per day from adopting? Per cheque?
· Net CF per day = 1126125(0.00068)  - 0.35(385) = 631.02
· Net CF per cheque = 631.01/385 = $1.639

ICP 19-5: which would a firm prefer, a net collection float or a net disbursement float? Why?
· Net disbursement float is more desirable

ICP 20-1: true or false – offering trade credit discounts is costly and, as a result, firms that offer trade discounts are usually those that are performing poorly and need cash quickly 
· False 

Key issues of credit management:
· Granting credit increases sales
· Costs of granting credit
· Chance that customers won’t pay 
· Financing receivables
· Credit management examines the tradeoff between increased sales and the costs of granting credit

Components of credit policy: 
· Terms of sale
· Credit period
· Cash discount and discount period
· Type of credit instrument
· Credit analysis – distinguishing between “good” customers that will pay and “bad” customers that will default
· Collection policy – effort expended on collecting on receivables

ICP 20-2: is there a cost associated with taking a cash discount?
· There is no cost associated with taking a cash discount
· There is a cost of giving up a cash discount… purchaser pays full price, but pays later
· Unstated cost is the implied rate of interest paid to delay payments
· If cost of giving up discount is greater than the cost of borrowing short term funds, the firm should take the discount

Accounts payable management – goal is to delay payments without damaging credit 

Length of credit period – influenced by the following factors:
1. Perishability and collateral value
2. Consumer demand
3. Cost, profitability, and standardization
4. Credit risk
5. Size of the account
6. Competition
7. Customer types

Credit policy effects:
· Revenue effects
· Delay in receiving cash from sale
· May be able to increase price
· May increase total sales
· Cost effects – cost of the sale is still incurred even though the cash from the sale has not been received
· Cost of debt – must finance receivables
· Profitability of nonpayment – some percentage customers will not pay for products purchased
· Cash discount – some customers will pay early and pay less than the full sales price

ICP 20-4: The Berry Terry Corporation is considering a change in its cash-only policy. The new terms would be net one period. Based on the following information, determine if Berry Terry should proceed or not. (part a) The required return is 2.5 percent per period  see details on ICP page
· Cash flow – old policy = (P-v)Q = (75 – 36) 2510 = $97 890
· New policy = (78 – 36) 2620 = $110 040
· Difference = $12 150  incremental cash flow 
· Cost of new policy = -[PQ +v(Q’ – Q)]
· Cost of new policy  NPV = [75(2510) + 36 (2620 – 2510)] + 12150/0.025 = $293 790
· Because the NPV is greater than zero we should proceed
What is the break-even quantity for the new credit policy?
· Set NPV = 0 and solve for Q’
· NPV = 0 = -[(75)(2510) + (36)(Q’ – 2510)] + [(Q’)(75 – 36) – (2510)(75 – 36)]/0.25
· 1524Q’ = 4013490
· Q’ = $2633.52

Collection policy: 
· Monitoring receivables
· Keep an eye on average collection period relative to your credit terms
· Use an aging schedule to determine percentage of payments that are being made late
· Collection policy
· Delinquency letter
· Telephone call
· Collection agency
· Legal action
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ICP 4-1: true or false: the first, and most critical, step in constructing a set of pro forma financial statements is the sales forecast
· True

ICP 4-2: if DannyCo has a 9% ROA and a 20% payout ratio, what is its internal growth rate
· R = 1 – payout ratio = 1 – 0.2 = 0.8
· Interal growth rate = (ROA x R) / [1 – (ROA x R)] = (0.09 x 0.8) / [1 – (0.09 x 0.8) = 0.072 / 0.928 = 7.76%

ICP 4-3: If Ashley Corp. has a 12% ROE and a 25% payout ratio, what is its sustainable growth rate?
· R = 1 – 0.25 = 0.75
· Sustainable growth rate = (ROE x R) / [1 – (ROE x R) = 9.89%

ICP 4-4: calculate the sustainable growth rate for Lesner’s Fan Experience (see numbers on question sheet)
· Note that TAT is the inverse of the capital intensity ratio
· EM = 1 + D/E
· 12.41%
ICP 4-5: Covent Crop is currently operating at 90% of fixed asset capacity, Current sales are $450 000. How fast can sales grow before any new fixed assets are needed?
· Full capacity sales = $450 000 /0.9 = $500 000
· Max sales growth = (500 000 / 450 000) -1 = 11.11%

ICP 4-6: a firm wishes to maintain a growth rate of 12% a year, a debt-equity ratio of 1.2, and a dividend payout ratio of 20%. The ratio of total assets to sales is constant at 0.75. What profit margin must the firm achieve?
· R = 1 – 0.3 = 0.7
· Use sustainable growth rate equation and solve for ROE
· 5.22%

ICP 4-7: if a company has marketable securities, how might this impact the calculation of external funding required?
· If the MS are a much lower rate of return, makes sense to liquidate securities before obtaining external funds
· The amount of EFN will be reduced by the value of the MS; the company will require less financing from external sources
· If securities are making more than the cost to borrow, leave alone and borrow

ICP 4-8: what is the capital intensity ratio, and why is it important on financing forecasting?
· Measures: the $ of assets needed for each $1 increase in sales
· Equation: A/S
· Recognize: the larger the number, the more capital intensive the company, and the more assets that will be required for a given increase in sales
· An increase in sales then leads to a higher amount of required financing
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ICP 5-1: simple interest: Bank of Vancouver pays 8% simple interest on its savings account balances, whereas Bank of Calgary pays 8% compounded annually. If you made a $5000 deposit in each bank, how much more money would you earn from your Bank of Calgary account at the end of 10 years?
· Simple – 5000 x 0.08 = $4000 x 10 years = $4000 interest  $9000 balance
· Compound – FV = PV(1+r)^t = 5000(1.08)^10 = 10794.62
· Difference – 10 794.62 – 9000 = $1794.62

ICP 5-2: true or false: since money can be invested productively to earn a positive rate of return, a dollar received today is worth more than a dollar to be received sometime in the future. The difference in value depends upon the expected rate of return on that dollar received today
· True 

ICP 5-3: Calculating FV: you just made your first contribution to your registered retirement savings plan (RRSP) of $4000. Assuming you earn an 11% rate of return and make no additional contributions, what will your account be worth when you retire in 45 years What if you wait 10 years before contributing?
· 4000(1+.11)^45 = 438 120.97
· 4000(1+.11)^35 = 154 299.40
· Difference of waiting 10 years: $283 821.57

Rule of 72

ICP 5-8: you are offered an investment that costs $150 000 and earns 9% per year. How long until you double your investment
· 72/9% = 8 years
· 2 = (1.09)^t
· t = 8.043231727

ICP 5-9: finding the investment rate: you invest in a security with a cost of $100 that will return $250 after 10 years. What is the rate of return?
· 250 = 100(1+r)^10
· 1.0959 = (1+r)
· r = 0.0959 = 9.59%

ICP 5-10: find the time: suppose we now have $100 and the interest rate is 20%. How long will it take to grow to $200?

ICP 5-11: true or false: disregarding risk, if money has time value, it is impossible for the present value of a given sum to exceed its future value
· True 

ICP 5-12: multiple choice: you expect to receive $10 000 at graduation in two years. You plan on investing it at 11% until you have $75 000. How long will you wait from now?
a. 2 years
b. 19.31 years
c. 21.31 years
d. never 
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ICP 7-1: how does a bond issuer decide on the appropriate coupon rate to set on its bonds? Explain the difference between the coupon rate and the required return on a bond
· Bond issuers look at outstanding bonds of similar maturity and risk. The yields on such bonds are used to establish the coupon rate necessary for a particular issue to initially sell them
· The coupon rate is fixed and simply determines what the bond’s coupon payments will be 
· The required return is what investors actually demand on the issue, and it will fluctuate through time
· The coupon rate and the required return are equal only if the bond sells for exactly par

ICP 7-6:
· C

7-8:
· 1500000/196.57390
· $7630.72

7-9:
· all else the same, the government security will have lower coupons because of its lower default risk, so it will have greater interest rate risk

7-10:
· the value of the bond with the lower coupon rate is proportionately more dependent on the face amount. As a result, when market interest rates chance, the value of the bond with the lower coupon will fluctuate more than the bond with the higher coupon

7-11: A zero coupon or strip bond is a bond that pays no interest and is offered (and subsequently sells initially) at par. These bonds provide compensation to investors in the form of capital appreciation
· False

7-12:  “Restrictive covenants” are designed 
· True



Tuesday, March 1st, 2016 

ICP 8-1: why value stock?
· Intrinsic value or fair value of a stock
· Current market value
· Determine if the stock price is overvalued or undervalued
· In order to effectively value a stock, the investor must decide what factors are important to him/her

ICP 8-2: Why does the value of a share of stock depend on dividends?
· The value on any investment depends on its cash flows… what investors receive
· The cash flows from a share of stock are the dividends

ICP 8-3: a substantial percentage of the companies listed on the TSX and the Nasdaq don’t pay dividends, but investors are nonetheless willing to buy shares in them. How is this possible given your answer to the previous question?
· Investors believe the company will eventually start paying dividends
· Sold to another company
· Share price will increase

ICP 15-1
· Private financing for relatively new businesses in exchange for stock
· Usually entails some hands-on guidance
· The ultimate goal is usually to take the company public and the VC will benefit from the capital raised in the IPO
· Many VC firms are formed from a group of investors that pool capital and then have partners in the firm decide which companies will receive financing
· Some large corporations have a VC division

Three immutable laws of valuation: 
· It’s worth what someone is willing to pay for it
· It doesn’t matter what they paid for it
· Once you’ve paid for it, it’s yours


