Valuation of Shares 
1. Net Asset Method
Problem:- 01
From the Balance Sheet of Swati Ltd.you are asked to ascertain the value of each Equity Share of the company
Balance Sheet as on 31/03/2121
	Liabilities 
	Rs.
	Assets
	Rs.

	20000 equity share of Rs 100 each 
	2000000
	Goodwill  
	50000

	1000 6% Preference share of Rs 100 each
	100000
	Land and Building 
	1000000

	General Reserve 
	90000
	Plant and Machinery
	1200000

	7% Debentures 
	600000
	Investments 
	300000

	Sundry Creditors 
	50000
	Stock 
	50000

	Provision for Tax 
	30000
	Sundry Debtors 
	40000

	Bills Payables 
	20000
	Bank balance 
	240000

	
	
	Preliminary Expenses 
	10000

	Total 
	289000
	Total 
	289000



1. The assets were revalued as :-
Goodwill Rs.100000,                                 Land and Building Rs. 1500000,
Plant and Machinery Rs. 960000            Market value of Investments Rs.250000,
Debtors after providing for bad debts at 10%
2. Interest on Debentures is outstanding for 6 months 
3. Actual Tax Liability calculated by the tax consultant Rs.25000/-
4. Other Assets and Liabilities have no change in their value. 






Calculation of Net Assets
	Particulars 
	Rs.

	Assets ( with revised values )
	

	Goodwill  
	100000

	Land and Building 
	1500000

	Plant and Machinery
	960000

	Investments 
	250000

	Stock 
	50000

	Sundry Debtors (40000-4000)
	36000

	Bank balance 
	240000

	
	

	Total 
	3136000

	Liabilities ( with revised values )
	

	1000 6% Preference share of Rs 100 each
	100000

	7% Debentures
	600000

	Outstanding Interest on Debentures
600000 X 7/100 =          ÷ 2 months 

	21000

	Sundry Creditors 
	50000

	Provision for Tax 
	25000

	Bills Payables 
	20000

	Total
	816000

	                                             Net Assets
	2320000

	
	



                                   Net Assets 
I ) Value Per Share = --------------------   
                                  Number of equity share


                                   2320000
  Value Per Share = ----------------  = 116/-
                                 20000 




Problem:- 02
Jyoti Ltd. presented the following Balance Sheet as on 31st March 2019:
	Liabilities 
	Rs.
	Assets
	Rs.

	5000 Equity Shares of Rs 100 each 
	500000
	Land & Building 
	300000

	Profit & loss A/c 
	450000
	Plant & Machinery
	600000

	Capital Reserve 
	150000
	Investment in Shares
	250000

	General Reserve
	180000
	Stock
	150000

	8% Debentures
	220000
	Sundry Debtors
	240000

	Sundry Creditors
	250000
	Bank balance
	210000

	
	
	
	

	Total 
	1750000
	Total 
	1750000



Additional Information:
 (a) Land and Building and Plant and Machinery were revalued at 150% and 120%, respectively.
(b) The value of the shares purchased by the company is fallen down by 20% in the market.
(c) Stock is valued at Rs.200000 at debtors subject to a deduction @ 5% for bad debts.
(e) Managers remuneration Rs.8000 is payable.
Ascertain the Intrinsic Values of Shares.











Solution– In the books of Jyoti Ltd.
Calculation of Net Assets
	Particulars 
	Rs.

	Assets ( with revised values )
	

	Land & Building ( 300000/100 x150 ) 
	450000

	Plant & Machinery ( 600000/100 x 120 )
	720000

	Investments (250000 – 50000)
	200000

	Stock
	200000

	Sundry Debtors ( 240000 – 12000)
	228000

	Bank balance 
	210000

	
	

	Total 
	2008000

	Liabilities ( with revised values )
	

	8% Debentures
	220000

	Sundry Creditors
	250000

	Outstanding Remuneration
	8000

	
	

	Total
	478000

	      Net Assets = Assets Less Liabilities
	1530000

	
	




                                           Net Assets 
I ) Value Per Share = -----------------------------   
                                  Number of equity share


                                     1530000
Value Per Share = ---------------------  =  306/-  
                                  5000






