Solution - 17.5:

Segment Revenue
Sales ( Domestic )
Sales ( Export )
External Sales
Inter Segment Sales

Total Revenue

Segment Expenses
Inter Segment
Purchase

Segment Expenses

Segment Result
Head Office Expenses

Interest Expenses
Profit Before Tax

Other Information
Fixed Assets
Net Current Assets

Unallocated Assets
Segment Liabilities
Unallocated Liabilities

Segments Inter Segment | Consolidated

A B c | Elimination Figures
60 | - | - 60
- | 4290 180 4470
60 | 4290 180 4530
3050 30 3080 | e
3110 | 4320 3080 4530

180
2950 | 1250 158 4358
----- 3050 30 3080 —
2950 | 4300 188 3080 4358
160 20 (8) 172
(96)
76
(10)
66
200 40 120

360
120 40 90 250
320 80 210 610
98
150
20 10 120 38

Sales Revenue Based On Location Of Customer

External Sale

Answcr~/.4': Contract Kevenue = Ks.(9,000 + 200) lakhs = Ks.9,200 lakhs

Africa
4,090

Others

440

OX

Consolidated

4,530

Estimatec] Contract Costs = Rs.(9,i 50+ 1 50) lakhs =
Rs.9jOO lakhs
[” stimated loss = Rs.(9300 -~ 9,200) lakhs = Ks.100 lakhs

Such loss is to be recognized immediatelg l.e.in year-2




T he Amounts Of Revenue,, E_xpcnscs and Profit to be Recognized in the

statement of Fromcit and | ossin three years

Particular UP to Rc!::ortinz Recognizedin  Current Year
% Frior Years Recognition
YEAR -1
Revenue (9000%.26) 2340 2340
[C xpense (8050X.26) 2093 209%
Profit [ Rev- [ xp] 247 247
YEAR -2
Revenue (9200X.74) 6808 2340 4468
[ xpense (9300X.74) 6882 209% 4789
Profit (Rev-I- xp) (74) 247 (321)

E_xpcctcd loss = Rs.100 lakhs. Loss considered up to 3car—2 as above = 321 —
247 = 74. Additional Provision to be made forloss = 100 - 74 = 26.

YEAR-3
Revenue (9200X1) 9200 6808 2%92
[C xpense (8200X1) 9300 6882 2418
Profit (Rev—}ixp) (100) (74) (26)

ln the current year the loss of Ks.Zé lakhs should not have to be debited to F&L
A/c since in year-2 the entire loss has been Providcci for. So , the Provision
alrcadg made is to be transferred to F & L A/c to set off the effect of loss of
Rs.26 lakhs.

OX




Amalgamation Scanner Solution

Solution ~ Maf/ - 96

Statcmcnt OF N ATO

Al td. B td.
|_and & Building 550 400
Flant & Machinerg 350 250
lnvestmcnt 150 50
Stock 350 250
Debtors 250 300
B/R 50 50
Cash & Bank 300 200
Lcss: Liabi(it3 for Debentures (40) (20)

S/ reditors (Z70> (120)
Bills Payable (150) (70)
1540 1290
Statement Of Purchase (C onsideration

Al td Bl td
Fr@ccrcncc SEarcs 450 500
Ec]uitg Sharcs 1200 900

1650 1200
(Goodwill = (1650 +1200 - 1540~ 1290) = 20

Balancc Sl‘ucct OF C Ltcl
| iabilities Amount Assets Amount




Equit3 Share CaPital 700 (Goodwill 20
Fr@c. SI'Iare Capita] 500 | and & Buil&ings 950
Securities Premium 1650 Flant & Machinerg 600
]nvt A”ow Keserve 100 ]nvestment 200
15% Debentures 60 Stock 600
Bi“s Fagable 220 chtors 550
S/Creditors 390 Cash 500
Bi”s Receivables 100
Amalgamation Aclj A/ 100
3620 3620
FOXR
Solution — November - 96
Balance Sheet of Big | td. & Small | td. as on 30.09.05.
| iabilities Big Small Assets Big Small
Cq Sh. CaP. 8,00,000 | ,00,000 | Puilding 1,90,000 | 95,000
Pref. Sh. Cap. — 2,00,000 | Machinery 4,25,000 | 2,55,000
Gcn. res. 5,00,000 | 1,000,000 ]:umiture 90,000 54,000
Fel Arc 1,91,500 | 1,09,000 | 6,0005hares
(WN-1) of Small 60,000 —
(Creditors 1,80,000 | 2,10,000 | Stock 1,20,000 | 85,000
Debtors 3 80,000 | 1,50,000
(ash (Bal.| 1,56,500 | 2,50,000
fig.) 50,000 30,000
1471500 | 9,19,000 | [relim. [ xp. 1471500 | 9,19,000
Working Note — 1: &g Small
Palance as gjven 2,00,000  1,00,000




ACH Frogit for half year 1,002,500 54,000

[ ess: [~ quity Dividend [aid (1,20,000) (45,000)
Aclcl Dividend Jncome 9,000 ——

1,91,500  1,09,000
AssumEtion:

a) Freference Dividend has alreadg been Paicl
b) Frmcit for l‘;allcycar does not include dividend income

c) [ ntire dividend income is post acquisition

Statcmcnt O]C N ATO

(Goodwill 50,000
|_and & Building 1,10,000
Machinery % 30,000
Furniture 66,000
Stock 1,50,000
chtors 2,50,000
(ash 85,000

| ess: Creditors (2,10,000)

8,%1,000

Statement Of Purchase (C onsideration

Fagmcnt to Form ( alculation
Pref. Shareholders Pref. Shares

Equitg SHarcholders E_quitg Shares 8,% 1,000 -~ 2,00,000

Amount Fayablc w.r.t. all shareholders (X)
Lcss: Not to be Paid due to inter company holding

(6,531,000 X 20)

Amount
2,00,000
6,5 1,000
8,3 1,000
1,226,200



Amount ayable to outside shareholders onl (Y) 5,004,800
Pay Y
Number of shares to be issued 3% 65%
Cash to be Paicl forfractional shares Rs.5
Statement Of (Goodwill / (Capital Reserve)
\/a!ue of ]nter company investment as calculated above 1,26,200
Lcss: Book \/alue of Intcr company holdin (60,000)
pany 2
apital Reserve 66,200
Cap ,
Gooc}wi” already considered in NATO (50,000)
9
Resultant CaPitaI Reserve 16,200
Balance Sheet of Big | td. as at 30.09.95.
| iabilities Amount Assets Amount
Fa Sh. Cap. 11,%6,5%0 | Puildin % 00,000
9 P <)
Pref. Sh. CaP. 2,00,000 | Machinery 7,55,000
apital Reserve 16,200 Furniture 1,56,000
Cap
ecurity [ remium 1,68,265 tock 2,70,000
5 3 F b ) 5 J7 J
eneral Reserve 5,000,000 Debtors 6,50,000
G bl 3 ) J
FProfit & | oss A/c 191,500 | Cash [ 156,500 +
(Creditors % 90,000 | 85,000~ 5] 241,495
Freliminarg EXP. 50,000
2402495 24,02,495




Solution ~ November- 1997

Noi'c.- lt has been assumed that valuation of Rs.iﬁo crores includes current

liabilities.
Statcmcnt O,C N ATO
Fixec] Assets 40
Current Assets 300
Lcss: Current Liabi]itics (200)
Liability for Debentures (25)
115

Statement Of Purchase (C onsideration
Amount Fagable w.r.t. all shareholders [ 130~25 ] 105
Lcss: Not to be Paicl due to lnter co. holcling [ 105 >< 2/2.5 ] (84—)

Amount Faga!alc to outside sharcholders 21

Statement OFf Goodwill / Capital Reserve
Difference between NATO & Furchase (Consideration
[115-105] 10 (CKR)
Difference between Book \/a!ue & Calcu!ated \/alue of
inter company investment [ 84 - 52 ] 52 (CR)
Difference between Book \/a‘ue and agreecl value of

chcntures [ 25— Z‘i"] i (CR)

Resultant CaPital Reserve 63

Journal O{Z 5 Ltcl




1. Business Purchase A/c
To Liquidator of I td. Ac

2. Fixecl Assets A/c

Current Assets

Ac

ToCurrent Liabi]ities A/c

To Liabi!ity
To Capital

For Debentures A/c
Reserve A/c

To Eusincss Furchase AJc

3. Liquidator of H

Ltd. A/c

To Equitg SHare CaPital A/c
To SCcurit3 FPremium A/c

4. Liquidator of I

Ltd. A/c

T o |nvestment in Shares of H 1 td. A/c

To Capital

Reserve A/c

5. Liabilitg for Debentures A/c
ToDebentures in 1] td. A/c

To Capital

Reserve A/c

Balancc Sheet OF 5 Ltcl 01.07.97.

40
%00

84

15

105

200

32
52

24

|iabilities

Amount Asscts

Amount

Equit3 Share CaPital
Capital Reserve
Security Fremium
Other Reserv & Surplus
Current Liabilities
Other | iabilities

82.10 Fixed Assets
6%.00 Current Asscts
18.90
400.00
556.00
120.00

1240

1100

1240




SO

50|ution — Matj -~ 1998

a)
Statement OF |ntrinsic Value
Particulars Big | td.

Fixed Assets 200
CA-CL 200
Goodwi” 40
Lcss: SCcurccl Loan (i OO)

Frmcerencc Capital —
lntrinsic Value 340

|ntrinsic \/alue per share of Sma” Ltd =544 /4 =Ks.1%6

Sma” Ltd
429

200

75

(100)

(60)

544

No. of shares to be issued bg Sma” L’ccl =%40,/1%6 = 2.5 crore

Statcmcnt OF NATO
ixed Assets 150
CA-CL 200
Lcss: Secured Loan (i OO)
250

Statement Of Purchase C onsideration

Equit9 Sharcs =25 X 10=RKs.25 crores



Statement OF CaPital Reserve
(Capital reserve = 250~ 25 = 225

Ba]ancc Sheet O{: Sma” Ltd.

| iabilities Amount Assets Amount
E_q. Sh. C8P~ 65 Fixed Assets [ 150 +
10% Frexc. Sh cap. 60 | 50]
Capital reserve 225 CA - CL [ 200 + 200 ]
OtherR &5 150
Sccurcd Loarxs 200
700
b) Vcrimcication
Net Asset as per /5 [ 700 - 200~ 60] 440
(Goodwill not considered [40+ 75 ] 115
|ncrease in PA value [50+279] 3529
Net Asset Availablc to E_quitg Sharc Holdcrs 884
No. of F_quitg Sharcs 6.5
Jntrinsic Value per share [884 /6.5 ] Rs.136
LR
Solution —~ November -~ 1998
a)
Balance Shcct O]C I—l Ltd as at 30.09.07.
Liabi]itics Amount Assets Amount
[ q Sh CaP. 4,00,000 | Block Assets 5,67,500
Frexc. Sl‘l CaP. %,00,000 Stock & Debtors 4,00,000




Gencra] Reserve i,00,000 Cash & Bank ( balancing
Fel A/c(WN-1) 1,50,500 | figure ) 1,6%,000
Creditors 2,00,000
11,%0,500 11,%0,500

Wonéinz Note - 1: Profit as given i,00,000

Add: Hallcycar Prmcit 70,500

[ ess: [~ quity Dividend (40,000)

1,50,500

|t has been assumed that Prelccrcncc dividend has alreadg been Paicl.

Wonéinz Note - 2: Statemcnt OF N ATO

(Goodwill 80,000

Other [Tixed Assets 6,60,000

Stock & chtors 4,00,000

(ash 1,6%,000

| ess: Creditors (2,00,000)
11,0%,000

Working Note ~ 3: Statement of PC

As FPurchase (Consideration is not given in the Problem , it should be equa]s to

NAT Oie. Rs.11,0%000

Amount Payable to [reference Sharcholders % 00,000
Amoun’c Pagablc to AH Equity Skare holders ()O 8,0%,000
[11,0%,000 - %,00,000]

| _ess: Value of inter company investment [ 8,0%,000 X 25% ] (2,00,750)




Amount Fayablc to Qutside E_ciuity Shareholders 6,02,250

b) Statement of (Goodwill / CaPital Reserve
Value of inter company investment calculated as above 2,00,750
Lcss: Book \/a(ue of lnvestmeﬂt (I ,O0,000)
Lcss: (Goodwill considered in NATO (80,000)
CaPital Reserve 20,750
HOR
Solution — Nov — 1999
Profit & | oss A/c

Sales [\WN-1] 4%%0
Lcss: lnventorg Consumed [WN—Z] (2] 85)

Fagment to Empiogees (700)

Expenses [WN-4] (520)
EBDIT 925
Lcss: ]nterest (5 O)

Depreciation (1 80>
Acld Profit on sale of [Tixed Asset 2
FBT 697
| ess: JTax[925-50-200]X%8.5% (260)
FAT 437
Lcss: Dividend (50)

Ba!ance (arried [Torward 587



Balance 5hcct

| iabilities Amount Assets Amount
Equit3 Share CaPital 500 Fixed Asset (1482 - i502
(200+50+250] 180)
F & L A/c 387 ]nves’cment 100
| oan for Fixecl Asset 750 Stock 15
Outstanding Expenses 30 chtors 400
(Creditors for (5oods 260 Cas% & Pank 50
Provision for | ax 260 Advance to SUPP!iers 40
Frepaid Expenses 10
Tax Fagment 270
2187 2187

Customcr’s Account [WN—] ]

Particulars Amount Particulars Amount
T o Pusiness Purchase 70 By PBank 4000
To Sa]cs (bal. Fig) 4330 By Balance 400
4400 4400

lnvcntorq Consumccl [WN—Z]

PBusiness Purchase 1o
ACH Stock Furchase [WN"5] 2190
Lcss: Closing Stock (15)

2185

Supplicrs Account (Goods) [WN-'j]

Particulars Amount Particulars Amount

T o Bank (2000 - 40) 1960 55 Business Purchase A/c 30




To Balance c/d 260 53 Furchasc A/ (bal. Fig.) 2190
2220 2220
]:_xPcnsc Account [WN~4~]
Particulars Amount Particulars Amount
T obank 500 |DyFel Arsc 520
To Balance /d Bg Bal /d (PrepaicD io
(outstanding} 30
550 530
SUPPIicrs Account (Fixed Asset)
Farl:iculars Amount Farticulars Amount
T o Pank 650 53 Fixed Assets (bal. Fig.) 1350
T o Palance (as given) 750 Bg [nterest A/c 50
1400 1400
Fixed Assets Account
Farl:iculars Amount Farticulars Amount
To Busincss Furchase A/c 150 53 Bank (sale) 20
ToFéLA/C 2 Bg Ba!ance 1482
To 5uPP!ier’s A/c 1350
1502 1502
LR

Solution — Nov -~ 2000

Statcmcnt O,C N ATO
Fixed Assets 2.8,00,000
urrent Assets 21,000,000
C ) )




| ess: Current | iabilities (9,60,000)

39,40,000

Statement Of Purchase C onsideration
a) Amount Fagablc to Frcmccrcncc Sharcholdch:

Current Preference Dividend of [ td. 40,000
Add: 10% thereof 4,000
44,000

\/aluc of Fre{:crcncc Slﬁarcs to be issued = 44,000/ 8% = Ks.5,50,000

b) Amount Fagablc to Equitg Sharcholclcrs:
Earning per share of Pl td. = Rs.2
FP/T ratioof Rl td. =16
75% thereof =16 X 75% =12
\/a]uc of E_quitg Sharcs of I [ td.=2XRs.12 =Rs.24
Value of total eciuitg shares of | td. = Rs.24 X 1,20,000
= Ks.28,88,000
No. of equity shares to be issued = 28,80,000 /40 = 72,000

Current Equity Dividend 1,92,000

Lcss: E_xpectecl Equitg Dividend from K

(2,88,000 / 2,40,000) X 72,000 (86,400)
1,05,600

8% [Preference Shares to be issued = Rs.1,05,600,/ 8% = Rs.1%,20,000

Purchase Consideration = Rs.(5,50,000 + 28,88,000 + 1%,20,000)



= Rs.47,50,000

(Goodwill = Rs.(47,50,000 ~ 39,40,000) = Rs.8,10,000

Balance Shcct
| iabilities Amount Assets Amount
[”_quity Share Capital %1,20,000 | (soodwill 8,10,000
(24,00,000 + 7,20,000) Other [Tixed Assets 8%,00,000
Preference Share Capital 26,70,000 | Current Assets 46,000,000
(8,00,000+5,50,000+1%,2
0,000)
R & 9 (30,00000 +| 51,60,000
21,60,000)
Current | _iabilities 27,60,000
1,37,10,000 1,37,10,000
FOXR
Solution — Ma(j - 2001
a) Present Value Of 53ncrgy Benefit
Ycar F\/ Factor Cf: FV
02 0.8%% 50 41.65
0% 0.694 75 52.05
o4 0.579 90 52.11
05 0482 100 48.20
06 0402 105 42.21
07 onwards 0402 105 X 1.02/(0.20-~0.02) =595 29%.19
47541




The holder of each share of Kolkata Ltd would receive 47541 X 50% / 10 =
Rs.23.77

Purchase C onsideration

Amount(lakl‘rs)
I quity Shares [ (25,/50)X10,00,000 X Rs.50] 250.0
(ash 23%7.7
487.7
b) 5tatcmcnt O{: Amount to be adjustcd in reserve
Amoun’c of debentures lssueci (60+72> 152
\/a]uc of Frmccrcncc Slﬁarc to be issued ("rOO+ §OO> 700
Value of E_ciuitg Shares to be issued (1500+800) 2300
Lcss: Existing Debentures (I 76)
Existing Fre]ccrcncc Share CaPita‘ (700)
Existing E_quitg Share Capital (1800)
Amount to be adjus’ccd in reserve 456
5tatcmcnt O}C Adjustmcnt ln Kcscrvc
Total Amount to be acﬁustccl 456
Lcss: Genera! reserve [ 200+ 1 ﬁO] (550)
|ess: P&l Arc (106)
NIL

Balancc Shcct O]C Gamma Ltd

| iabilities Amount Assets Amount

Equitg Sharc Capita] 2300 [Mixed Assets 2200




Frexcerence Share CaP. 700 Current Asscts 1445
Revenue Rcserve 180
Fel Asc 4
Debcntures 152
Current Liabilities 299
5645 3645

LOXR

Solution —~ Nov -~ 2001
Statement OF |ntrinsic Value of O] td. & P ] td.

Ol td. Pl td.
[Fixed Assets 10 50
|nvestment [ 75,/4) 18.75 %0
Current Assets 40.25 %25
Lcss: Creclitors (8) (2.75)
12% chcntures (i i) (5.50)
150 75

Statcmcnt OF Numbcr O]C Sharcs to be allotted to F Ltcl
\/a!ue per share O]CO Ltd =150/2.5 = 60
|ntrinsic Value of P td. = Ks.75,00,000
Lcss: \/alue of shares held by O Ltd = (Ks.i 8,75)000)

Valuc of shares held bg outsiders Ks.56,25,000

Capital Reserve = 18,75,000 - 16,25,000 = 2,50,000



Balance Shcct

| iabilities Amount Assets Amount
Eq. Sh. C8P~ 28.75 [Mixed Assets 160
Security [remium 52.50 |nvestment %0
Reserve 1%51.00 Current Assets 43%.50
Capital Reserve 2.50 Misc. Exp. 8.50
12% Debentures 16.50
(Creditors 10.75
242 242
LR
Solution ~ Matv,) -~ 2002
Balance 5hcct OFA Ltd and B Ltd asatO1.10.01.
| iabilities AlLtd. Bl td Assets AlLtd. Bl td
Eq.ﬂn. cap | 15,00,000 | 10,00,000 |[/Asscts 11,87,500 | 8,531,250
Reserve 415,000 | 2,56,000 | Stock 2,537,500 | 1,87,500
Fel A/c % 60,000 | 1,89,000 | [Debtors % 90,000 | 2,56,000
(Creditors 9% 750 75,000 | Pank(balfig) | 528,750 | 2,352,750
Pre. Exp. 25,000 12500
2%68750 1520000 2%68750 | 1520000
Working Note-1: Al td. Bltd
[Profit balance as given 1,87,500 1,50,000
Add: ['rofit for half year 4,20,000 2,04,000
[ ess: [ quity Dividend (2,25,000) (1,50,000)
| _ess: CorPorate Dividend T ax (22,500) (15,000)
3,60,000 1,89,000




Net Asset Available to Equitq 5harcho|dcrs

Al td. Bl
(Goodwill — 1,20,000
Fixed Assets 11,87,500 8,511,250
Stock 2,%37,500 2,25,000
Debtors %,90,000 2,56,000
Bank 5,28,750 2,52,750
| ess: Creditors (93,750) (75,000)

22,50,000 15,90,000

\/a]uc per share of A ] td. =22,50,000, 1,50,000 =Rs.15
No. of shares to be issued = 15,90,000/ 15 = 1,06,000

[ quity Share CaPital = 1,06,000 X 10 = 10,60,000
5ccurit9 Premium = 1,06,000 X 5 = 5,530,000

| iabilities Amount Assets Amount
g Sh CaP. 25,60,000 | (Goodwill 1,20,000
SCcuri’cg Fremium 5,550,000 Otl'xer Fixed Asset 20,18,750
Reserve 4,15,000 Stock 4,62,500
Fel Arc 3 60,000 | Debtors 6,46,000
(reditors 1,68,750 | Pank 7,61,500
Freliminarg EXP 25,000
40,353,750 40,3%,750

Solution — November - 2002

Statcmcnt O,C N ATO
Fixed Assets [ 2,50,000X 115% ] 2,87,500




Stock [3,20,000X 95% ]
chtors

Bills Receivables
(Cash & Pank [ 40,000 -~ 30,000 + 5,000
Lcss: Frovision for Doub‘mcul Debts
Bills Payable
Sundry (Creditors
Liability for Debentures

% 04,000
1,90,000
20,000
15,000
(9,500)
(25,000)
(1,25,000)
(1,62,000)

4,95,000

Statement Of Purchase (C onsideration

Frexcerence Shares [ i,00,000 >< 90 ]
Aclcl E_quitg Shares [ 30,000 X 8/6 X Rs.10]

Lcss: Equit3 5hares held bg Bltdin Al td.

Lcss: \/alue of shares held by Al td.in B Ltcl
[6,000X 8/6 X Rs.10]

90,000

4,00,000
4,90,000
(50,000)
440,000
(80,000)

% 60,000

Statement OFf Goodwill / Capital Reserve

NATO
Lcss: Amount Fagablc 1Cor such NATO

Ca Pital reserve

\/a]uc of |nvestment of Ain B

4,955,000

(4,40,000)

5,000

80,000



Lcss: Book \/a(ue of lnvestment omCA in B

Goodwill / CaPita] reserve

Resultant CaPital Reserve = 55,000

Journal O{:A L’cd

Fixed Asset A/c
T o Revaluation Reserve A/c
[ revaluation of Fixed Asset ]

Pank A/c
T oResere & 5urplus A/
[ Dividend received from B 1 td.)

Reserve & Surplus A/c
TJo Bani( A
[ Fayment of dividend ]

Business Purchase A/c
To Liquidator of Bl td A/c

Fixec] Asset A/c

Stock A/c

chtors A/C

Receivables A/c

Pank Ac
T o Provision for Doubtful Debts
To Bi”s Fagable

(80,000)
1,05,000
1,05,000
6,000
6,000
60,000
60,000
440,000
440,000
2,87,500
%,04,000
1,90,000
20,000
i 5,000
9,500
25,000



ToS/ Creditors

To Liabilitg for Debentures
TJo Business Furchase Ac
To Capital Reserve A/c

Liquiclators A/ c
T o FPreference Sharc Capital A
To Equitg Share CaPital Ac

Liquiclators A/ c
T o lnvestment A/c

Capital Reserve A/c
T oDBank Ac

Liabilitg forDebentures A/c
Discount on lssuc of Debentures A/c

Toi12% chcntures A/c

Sunc{rg (Creditors A/c
To Sunclrg Debtors A/c

% 60,000

80,000

30,000

1,62,000
18,000

10,000

1,25,000
1,62,000
440,000
55,000

90,000
2,70,000

80,000

30,000

1,80,000

10,000



Scanner Valuation Of Shares

MAY-89

PAST EXAMINATION QUESTIONS

NOTE-1: It has been assumed that valuation of machinery Rs. 520000, does not include the machinery
already sold in 2002.
Calculation of Capital Employed
Rs.

Land & Building 6,00,000
Machinery 5,20,000
Motor Car 25,000
Furniture 25,000
Stock 7,25,000
Debtors 2,00,000
Cash 1,05,000
Less: Creditors (5,00,000)
Calculation of Future Maintainable Profit

2002 2003 2004
Profit After Tax as given 3,80,000 4,20,000 5,00,000
Less: Sale value of machinery wrongly credited to P&L A/c ( after
tax ) (10,000) | - | -
Less: Dividend on non trade investment (net of tax) (5,000) (5,000) (5,000)
Add: Depn. on old machine sold (net of tax) 1,000 900 810
Adjusted Profit 3,66,000 | 4,15,900 | 4,95,810

Future Maintainable Profit = Rs. ( 3,66,000 + 4,15,900 + 4,95,810 ) / 3 = Rs. 4,25,900 ( you can take
weighted average also)

Calculation of Goodwill

Super Profit = Rs. (4,25,900 — 1,70,000 X 20% ) Rs. 85,900
Goodwill = Rs. 85,900 X 3 =Rs. 2,57,700
Valuation of Shares

Rs.

Closing Capital Employed ( as Calculated above ) 17,00,000
Add: Goodwill 2,57,700
Add: Non Trade Investment (Rs. 50,000 X 120%) 60,000
Add: Notional call on arrears 1,00.,000

21.17.700
No. of Equity Shares 10,000
Value of Fully Paid Eq. Sh. 211.77
Value of Partly Paid Eq. Sh. 191.77
Calculation For Capital Employed

Rs.

Machinery [ Rs. 6,00,000 X 130% ] 7,80,000



Factory Shed [ Rs. 5,00,000 X 130% ]

Addition to Factory Shed Rs. [ 20,000 — 2,000 — 1,800 — 1620 ] X 130%

Vehicles

Furniture

Stock

Debtors

Bank

Less: Bank O/D
Creditors

Capital Employed

Calculation of Future Maintainable Profit

6,50,000
18,954
2,00,000
50,000
5,00,000
6,70,000
50,000
( 3,00,000)
(7.00.000)
19,18,954

01-02 02-03 03 -04
Profit as given 3,60,000 4,70,000 3,70,000
Add: Cost of additional factory shed wrongly debited to P & L A/c
( net of tax ) 10,000 - -
Less: Depn. on such factory shed ( net of tax) (1,000) (900) (810)
Adjusted Profit 3,69,000 | 4,69,100 | 3,69,190

Future Maintainable Profit = Rs ( 3,69,000 + 4,69,100 + 3,69,190 ) / 3 = Rs. 4,02,430

Valuation of Goodwill

Super Profit =Rs. [ 4,02,430 — 19,18,954 X 15% ] =Rs. 1,14, 587
Goodwill =Rs. 1,14,587 X 4 = Rs. 4,58,348

Share Valuation

Closing Cap. Emp. As calculated above
Add: Goodwill

Add: Calls- in- arrear

No. of Eq. Sh.

Value of Fully Paip Eq. Sh.
Value of Partly Paid Eq. Sh.

NOV -91

Calculation of Capital Employed

Land and Building

Plant and Machinery

Stock

Sundry Debtors

Less: Bank o/D
Creditors
Provn. for Tax

Capital Employed

Calculation of Super Profit

19,18,954
4,58,348
1,00,000
24,77,302
10,000
247.73
227.73

Rs.

2,50,000
1,50,000
3,50,000

1,55,000

(20,000)
(77,000)
(45,000)
7,63.000

Future Maintainable Profit = Rs. ( 85,000 + 96,000 +90,000 +1,00,000 +95,000 )/5 — NP




Rs. 93,200 — NP
Rs. (193,200 —7,63,000 X 10% )

= Rs. 16,900

Valuation of Share

Rs.
Capital Employed as calculated above 7,63,000
Add: Goodwill 84,500

8.47.500
No. of Equity Shares 5.000
Value per Share = Rs. 8,47,500 / 5,000 = Rs. 169.50
Calculation of Capital Employed Rs.
Land & Building [ 3,20,000 + 4,00,000 — 2,00,000 ] 5,20,000
Plant & Machinery 5,40,000
Book Debts 3,80,000
Stock — in — trade ( at MP ) 5,00,000
Cash & Bank 80,000
Less:  Provn. For Tax (2,40,000)

Trade Creditors (2,10,000)
Capital Employed 15,70,000
Calculation of Future Maintainable Profit
Year Profit Weight Product
01-02 1,40,000 1 1,40,000
02-03 1,90,000 2 3,80,000
03 -04 2,40,000 3 7,20,000
6 12.40,000
Weighted Avg. Profit = Rs. 12,40,000 / 6 = Rs. 2,06,667
Less: Non Trade Income ( net of tax ) = (Rs. 6,000)
(Rs.2,00,000 X 6% X 50% )  —mmmmmemememee-
Rs. 2,00,667
Calculation of Goodwill
Super Profit = Rs. ( 2,00,667 — 15,70,000 X 15% ) = Rs. 34,883

As super profit is negative, there is no goodwill.
Valuation of Shares on Net Asset Basis
Capital Employed as calculated above 15,70,000
Invt. in 6% Govt. securities 1,60,000
Less: 12% cumulative Pref. Sh. Cap. (:3,00,000)

14,30,000
No. of Eq. Shares 5,000
Value per Share Rs. 286

Valuation of Shares on Yield Basis Rs.




Future Maintainable Trading Profit
Less: Pref. dividend
Add: Income from on — trade invt. ( net of tax )

EPS

Normal yield per share

Value per share = (34.1334 / 15) X 100 = Rs. 227.56
For Value = (286 +227.56 ) / 2 =Rs. 256.78

NOV-93

EBIT

Less: Deb. Int.
EBT

Less: Tax @ 45%
EAT

Add: 1

EAT +I

2,00,667
(36,000)
6.000
1.70.667
Rs. 34.1334

Rs.15

Rs.
4,00,000
(48,000)
3,52,000
(1,58.400)
1,93,600
48,000
2.41,600

Fixed Int. and Fix Div. Coverage Ratio = 2,41,600 /(48,000 +33,000) = 2.98 (less them 4)

Eq. Sh. Cap. + Pes. = Rs. 8,00,000
Pref. Sh. Cap. + Deb = Rs 7,00,000

Ratio = 8,00,000 / 7,00,000 X 100 = 114% ( less than 150%)

Yield on Share = Rs.5,00,000 X 18 % X 60% + Rs. (1,93,600 — 33,000 — 90,000) X 5%

=Rs. 57,530

Actual yield per share = Rs. 57,530/ 5,000 = Rs. 11.506

Expected yield per share=( 15+ 0.5+0.5)=16

Value per equity share = 100/ 16% X 11.506 = 71.91

NOV-94

Value on Net Asset Basis

Fixed Assets
Net Current Assets
Less: Loan

No. of Eq. Sh.
Value of Each Eq.Sh.

Value on Yield Basis

PBT
Add: P/Expenses w/o0
Less: Tax @ 40%

EA to ESH
No. of Eq. Sh.



EPS
Value per equity shares = 1.56/1.50 X Rs. 10 = Rs._10.40

—
W
(o)}

Fair Value =Rs. [ 19.00 + 10.40 ]/ 2=Rs._14.70

Note: To determine yield, profits of 01 — 02 and 02 — 03 are not necessary, as the expansion has been
undertaken in 03 — 04.

MAY-97

Computation of Correction Profit

Year Corrected PBI PBI PAT & Weight Product
99-00 4,00,000 + 1,00,000 — 1,25,000 - 1,00,000 3,75,000 2,25,000 1 2,25,000
00-01 3,50,000 + 2,50,000 + 1,50,000 — 1,75,000 4,75,000 2,85,000 2 5,70,000
01 -02 6,50,000 — 1,50,000 5,00,000 3,00,000 3 9,00,000
02 -03 5,50,000 + 1, 75,000 + 25,000 7,50,000 4,50,000 4 18,00,000
03-04 6,00,000 + 1,00,000 — 25,000 6,75,000 4,05,000 S 20.25.000
15 55,20.000

Weighted Aug. Profit =55,20,000 / 15 = Rs. 3,68,000
Value of Business = Rs. 3,68,000 / 0.20 = Rs. 18,40,000
Value of Eq. Sh. = Rs. 18,40,000 / 10,000 = Rs. 184
Value of Share on Net Asset Basis

Year—99-00
Opening Net Worth as given
6,00,000
Adj. made during ---------
99 -00 1,00,000
00-01 1,25.000
2,25,000
Less: Tax @ 40% (90,000)
1,35.000 (1.35.000)
4,65,000
Add: After tax revised profit
2,25,000
6.90,000
Value per share Rs. 69
Year —00-01

Net Asset Value = Rs. (16,90,000 + 2,85,000 ) = Rs. 9,75,000
Value per Share = Rs. 97.50

Year — 01 -02




Net Asset Value = Rs. (9,75,000 + 3,00,000 ) = Rs. 1,27,50,000
Value per share = Rs. 127.50

Year — 02 - 03

Net Asset Value = Rs. ( 1,27,50, )=Rs. 17,25,000
Value per share = Rs. 172.50

Year — 03 — 04

Net Asset Value = Rs. ( 17,25,000 + 4,05,000 ) = Rs. 21,30,000
Value per Sh. =Rs. 213

Return on Net Worth

99 -00 2,25,000 X 100 /4,65,000 = 48.39%
00-01 2,85,000 X 100/ 6,90,000 =41.30%

01-02 =30.77%
02-03 = 3529%
03-04 = 2348%

Rol is decreasing, may be due to the fact that the co. has not sufficient reinvestment opportunities. Unless the
company has profitable investment opportunities may not be advisable to invest in the company.

MAY — 01

Calculation of Capital Employed

Note — 1: Since goodwill has been paid for, it is to be taken as part of capital employed.

Rs. In lakh

Goodwill 5
Fixed Assets ( excluding goodwill) 24
Other Tangible Assets 3
Intangible Assets 3
Less: Liabilities (10)

Bones @8]
Capital Employed 24
Calculation of Super Profit
FMP[(3+35+4+41-1)/4] 34
Less: Normal Profit [ 24 X 10% ] 24
Super Profit 1.0

Goodwill=1X3=3

Increase in Value of Goodwill=(5+3)/2=4
Net Assets available to ESH = 24 + 4 =28

Break — up value of Re.1 share cap=28/16=1.75

Break —up value of Rs. 10 ,, ,, =Rs.17.50



’ ’ » s Rs. 6, ,, =Rs.10.50
Average dividend = 12.5%
DPS=1.25
Normal Return =Rs.1 per share
MV of Rs. 10sh. =1.25/1 X 10 =12.50
MYV of Rs. 6 sh. =7.50

For controlling interest Break — up value would remain same.
Market value would be based on EPS.

EPS (Re. 1 paid up value sh. ) =3.4/16=0.2125
Normal Return per sh. ( Re. 1 paid up value ) = 0.1
MPS (Rs. 6)=0.2125/0.1 X 6 =Rs. 12.75

FV (Rs.10)=(21.25+17.50)/2=Rs. 19.375

FV (Rs.6)=(12.75+10.50)/2 =Rs. 11.625



