Value of share means that price of share which can be sold in the market. If a company’s shares are not quoted in stock exchange , then there is need to calculate value of share 
There are also following situation for valuation of share :-
Ist Situation : When debentures or pref. Shares are converted into shares at that time it is necessary to calculate value of share.

2nd Situation : When shares are given as a gift, at that time also need to calculate value of share for paying gift tax. Gift tax is calculated on the total value of Shares .

3rd Situation : When loan is given on security of shares at that time calculation the value of shares is done by accountant. 


Method of valuation of Share

There are two method of valuation of shares.

· Net Asset method

Under this method, value of share is equal to net assets. So, we first calculate net assets

Net assets = total tangible assets – total liabilities (Including pref. share capital) + Goodwill

Value of Share = Net Assets / No. of Shares

For example

Suppose total tangible assets are RS. 100000, Goodwill Rs. 10000, pref. share capital Rs. 20000 ,Other liabilities = RS. 40000 , Equity shares capital is Rs. 60000 of 10000 shares. Calculate the value of shares

Net Asset = 100000 – 20000 -40000 + 10000

= 50000

Value of Shares = 50000 / 10000 = Rs. 5

2. Earning Capacity Method

Under this method, value of share is equal to the proportion of expected earning and normal earning of paid up value of shares.

Value of Share
= Expected earning rate / Normal earning rate X Paid up Value of Shares

Notes

Expected Earning Rate = Expected profit / total equity share capital X 100

Expected profit = Average annual profit – taxation – reserve – pref. dividend

For example

Calculate the value of share with earning capacity method, if company has issued 10000 shares @ 10 each and fully paid up. Suppose average profit is Rs 20000 and taxation is 2000, reserve is Rs. 500 and pref. share dividend is Rs. 600. Normal rate of earning is 10 % of total profit before tax.

We know, we first calculate expected profit rate

Expected profit = 20000 -2000-500-600 = 16900

Expected profit rate = 16900 / 100000 X 100 = 16.9 %

Value of Share = 16.9 / 10 X 10 = Rs. 16.90 

Intangible Assets in Accounting Standard 26 
Accounting standard 26 (AS 26) in Indian GAAP defines intangible assets and provide rule for calculation of cost intangible assets and showing it in financial statement. AS 26 states that any asset can include intangible asset if we can touch physically but these have future economic benefits. Goodwill is one of main examples of intangible asset. Except this many other intangible assets like technical know how and other trademarks but do not include any asset which are included any other accounting standard.

How to calculate the cost of intangible asset:-

Generally, if intangible asset is purchase from outside, hen its purchase price will be the cost of intangible asset and will be the part of total asset of financial statement.

Making and publishing of website is exception case in AS 26. According to AS 26, it is not included in this standard but include fixed accounting standard. But if we see overall the balance sheet it will goes to the asset side and other general expenses for maintaining website will goes to profit and loss account.

