1. Please walk me through your resume
2. What interest you about Evercore?

3. Walk me through the 3 valuation methodologies

4. 2 identical companies. One has debt and one does not. Which has the higher WACC?
a. The one without debt will have a higher WACC bc debt is less expensive than equity; taxes – up to a point

5. EBITDA is sometimes used as a proxy for cash flow. Why would a company with positive EBITDA over the past 10 years go bankrupt? 
a. The company spends too much on CapEx which is not reflected in EBITDA
b. The company has high interest expense and cannot afford its debt 
c. The company’s debt all matures on one date and can’t be refinanced therefore the company runs out of money 
d. The company has significant one-time charges from settlements for example 

6. What would have to happen for EBITDA to equal free cash flow?
a. D&A = CapEx (no growth)
b. No cash taxes
c. No changes in NWC

7. If a company has a P/E of 20x, an EV/EBITDA of 10x, Interest Expense of 20m, a 5% interest rate, depreciation of 20m and a market cap of 200m, what is the company’s tax rate?
a. Debt = 20 / .05 = 400
b. TEV = 400 + 200 = 600
c. EBITDA = 600 / 10 = 60
d. EBT = 60 - 20 - 20 = 20
e. P/E = 200 / x = 20; x = 10 therefore NI = 10
f. EBT - NI = Taxes = 20 - 10 = 10
g. Tax Rate = 10 / 20 = 50%

8. What are 3 ways to increase accretion in the merger model?
a. Lower premium
b. Reduce amount of equity used
c. Increase synergies

9. Company A buys company B with 100% debt. Company B has a PE multiple of 10x and Company A has PE multiple of 15x. What interest rate is required on the debt to make the deal dilutive?
a. Company A Cost of Stock =  1/15 = 6.7%
b. Company B Yield = 1/10 = 10%
c. The after-tax cost of debt must be greater than 10% for the acquisition cost to exceed company b’s yield
d. 10%/(1-.2) = 12.5%
e. Would say approximately 13% interest rate on debt 


10. What are some multiples we could use for comps?

11. Would we use EV / Income Multiple? What about a Market Cap / Sales multiple?

12. In banking we mostly use EBITDA multiples, why do you think that is?
a. The value the full company as opposed to the equity
b. Can you buy a company, you can will probably recapitalize so don’t care about the current cap stack
c. Is capitalization agnostic

13. [bookmark: _GoBack]Please walk me through Equity value back to Enterprise Value. Why do we add back NCI?

14. Let’s say you have a company that raises $100mm of debt, what would happen to its TEV and why?
a. It does not change
b. Debt goes up by $100mm and cash goes up $100mm
c. If they say goes up or down ask them if that makes sense. I.e., why would raising debt change the value of the full Company

15. What if the Company does a stock split, what happens to TEV? Why?
a. It does not change
b. Number of shares double
c. Price of share should half
d. No change in market cap of any other component

16. What if the Company pays a $100mm dividend, what happens to TEV? Why?
a. They will most likely struggle here. Want to help them understand that since equity is the residual claim, if the value of the business exceeds the value of debt + pref, any value (like cash) goes to the equity holders
i. Hint: Who do we think that cash belongs to ?
ii. Hint: Since it makes sense that the value of the Company should not change (operations are the same / no change to NPV of future cash flows…) and you know cash goes down, what else could be changing to make the total change 0? (by process of elimination you should be able to get the candidate to equity value)
iii. Want to tell the candidate to ignore market movement like (“oh shares might go up if people think the Company is going to start paying dividends now”)
b. It does not change
c. Cash goes down by $100mm and equity value goes down by $100mm

17. What if the Company decides to invest $100mm in a new project?

a. Again, will most likely struggle here. Want to lead them to think of TEV as the present value of future cashflows.
b. If IRR of project > cost of capital then TEV will go up
c. If IRR of project = cost of capital then TEV will not change
d. If IRR of project < cost of capital then TEV will go down
e. All of this would happen in the equity value (assuming the Company is not distressed)

18. Do you know what LIBOR is? What would happen to TEV if LIBOR drops by 50bps?
a. It would go up. Yield on your debt should go down making your cost of debt lower, making your WACC lower and hence increasing TEV


19. For simplicity let’s assume there are no taxes in this scenario. Let’s say a company with TEV of
a. $100mm currently has $20mm of debt (single tranche) with a 5% coupon. What would the WACC of this company be?
i. They will need to ask for
ii. Trading price of the debt (for the yield): par
iii. Beta: 1.5
iv. Risk free rate: 2%
v. Return of the market: 10%
b. WACC = 20%*5%+ 80%*[2%+(10%-2%)*1.5)] = 1% + 11.2% = 12.2%

20. Can you give me ways an all cash merger would be dilutive?
a. Company the buyer is acquiring as negative earnings
b. The interest forgone on cash yielded a higher return than the increase in earnings received in the transaction


