














DISCLAIMER


This content is NOT a professional advice. The company name / CIN / other data / figure mentioned in this article are imaginary. This write-up is for educational sharing purpose only which may contains incompleteness / omissions / error.  I do not guarantee the accuracy, adequacy or completeness of the Data / Report and myself and caclubindia are not responsible for any errors, incorrectness or omissions. Nothing in this Report constitutes legal document for issue of bonus shares, investment, legal, accounting or tax advice or any solicitation, whatsoever. Readers are requested to recheck the Companies Act, 2013, CCI guidelines and rules framed there under including any statutory modification / re-enactment, notices, circulars by MCA inter-alia documents and act accordingly. 
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To: 
The Board of Directors, 
M/s. ………………………PRIVATE LIMITED
	……………………………………………………..
	……………………………………………………..



THE COMPANY
………………………… Infrastructure Private Limited is a Private Limited Company incorporated under Companies Act, 1956 on 24th May 2008 having CIN : U00000KL0000PTC00000 with the registered office at T.C.0/000, ……………………………….……… Trivandrum 695001, Kerala. The company is running in the business of Infrastructure developers, builders and contractors and to build residential, commercial or conveniences thereon with all amenities in it.

PURPOSE OF VALUATION
The company propose to capitalize the profit and reserves by issuing bonus shares to the existing shareholders in pursuant to section 63 of Companies Act, 2013 read with the Companies (Share Capital and Debenture) Rules, 2014. This will enable the company to raise working capital and debts from Banks and other Financial Institution from time to time. 



Address : ……………………………………………………………………………………………………………….…………  
Phone    : ………………………… E-mail : …………………………………………E-Mail-2 ………………………………..                





SCOPE OF THE REPORT


The scope of our valuation report is to conduct a relative valuation exercise as at the Valuation Date such as 31st March 2019 to determine the value of the company shares using the available records and proper valuation methodologies and report on the same in accordance with generally accepted professional standards. 

As such, the report is to be read in totality and in conjunction with the relevant documents referred to therein


METHOD CONSIDERED FOR VALUATION


1)	Asset Backing Method : 

The net asset value, as the latest audited balance sheet date, will be calculated starting from the total assets of the company or of the branch and deducting there from all debts, dues, borrowings and liabilities, including current and likely contingent liabilities and preference capital, if any in other words, it should represent the true net worth of the business after providing for all outside present as well as potential liabilities. In the case of companies, the net assets value as calculated from the assets side of the balance sheet in the above manner will be cross checked with equity share capital plus free reserves and surplus, less the likely contingent liabilities.


2)	Earning Capitalization Method : 

Under this method estimates / projections of average future maintainable profits are made. The estimated average future maintainable profits are capitalized at an appropriately selected rate and the resultant figure is divided by the number of equity shares.


3)	Hybrid Method :   

Occasionally a combination of the above methods is being used for valuation












4)	Net Asset Value (NAV) Method : 

The method is equivalent to Asset Backing Method as mentioned above and the valuation as per this method would be arrived as under as on 31/03/2019 :

	
SL. NO

	DESCRIPTION
	VALUE  (in Rs.)

	1
	
Paid-up Capital

	
99,50,000

	2
	
Reserve / Surplus

	
1,81,89,565

	3
	
Total

	
2,81,39,565

	4
	
Number of Shares

	
99,500 

	5
	
Net Asset Value (NAV) 

	
282.81




5)	Net Worth Method : 

Net worth method has also been adopted to value the shares of the company. Net Asset available to shareholders, based on historical cost of assets is obtained from the audited financial statements as on 31st March 2019, memorandum and articles of association and other documents of the company


6)	Income Approach Method : 

This approach has two different method. One is Discounted Cash Flow (DCF) and another one is Profit Earning Capacity Value (PECV) Method : 
	
The DCF method uses the projection of future cash flows to determine the fair value. 
The PECV method uses the historical earnings. Since our company is in the business for a long time (i.e) more than 10 years, it is suitable to apply PECV method. 

The Profit earning Capacity Value will be calculated by capitalizing the average of the profit after tax at 15% of manufacturing companies, 20% for trading companies and 17.50% for intermediate companies. (i.e) Companies whose turnover from trading activities is more than 40% but less than 60% of their total turnover. 





The estimating the profit earning of the business while the past trends in the profits and profitability would serve as a guide, it should not be overlooked that the valuation is for the future and that it is the future maintainable streams of earning that is of the great significant in the process of valuation.

The latest PECV ratio is 17.50% as per the information available in this company and hence the same is being taken for valuation for the future maintainable streams of earning which is of great significance in the process of valuation.  The valuation as per this method would be arrived as under.

	
	MAINTAINABLE PROFIT
	

	(1)
	(2)
	(3)
	(4) == (2) x (3) 

	Financial Year
	Profit (Rs.)
	Weightage
	Profit

	
2016-17

	12,47,155
	1
	12,47,155

	
2017-18

	34,27,120
	2
	68,54,240

	
2018-19
	48,18,859
	3
	1,44,56,577

	
	
	

	TOTAL
	6
	2,25,57,972

	
	

	(i)
	Weighted Average Profit
	37,59,662

	(ii)
	Number of Shares
	99,500

	(iii)
	EPS
	37.79

	           (iv)       
	PECV  (Capitalized at  17.50 %)       
	215.94



	17.50 %  arrived at a fair and equitable valuation as per the C.C.I. Guidelines for valuation of Equity Shares issued by Dept. of Economic Affairs Vide F.No.S II(21)CCI(11)90, Dt.13/07/90



7)	Asset - Based Method : 

This approach on based on the value of Company’s assets and liabilities which includes tangible and intangible assets and contingent liabilities. Here the company’s net assets value is divided by the number of shares to arrive at the value of each share. 

	
Net Assets (Rs.2,07,22,657)

       [ As per NET BLOCK appeared in 
Balance Sheet as on 31/03/2019 ]

	==
	


Value Per Share is Rs.208.26



	
Number of Equity Shares (99,500)
	
	






METHOD OF VALUATION / SELECTION


After considering the above methods and in view of the fact, the fair value of the shares has been arrived at after considering the pricing methodology given under the erstwhile CCI Guidelines. Accordingly, Net Worth Method has been adopted to value the shares of the company. Net Asset Available to shareholders, based on historical cost of assets is obtained from the latest audited financial statements on 31/03/2019, memorandum of association and other documents of the company


VALUATION OF SHARES


The fair value will be determined on the basis of the average of the net assets value and the profit earning capacity value. Based on the audited financial statement for the last three years and our observation on the same financial statements, the fair value of the shares of company has been arrived at Rs.282.81 per fully paid-up equity shares of Rs.100/- each. 

Based on the Books of accounts and the latest audited financial statements of the company as on 31/03/2019, the value of equity shares of the company on the Net Worth Method as on date is Rs. 282.81 /- (Rupees Two Hundred and Eighty Two and Eighty One paise only) per share, as given in the statement of Valuation of Shares annexed to this Report. The face value of One Equity Share is Rs.100/- only and the issued/subscribed/paid-up value are 99,500 shares.


	
Sl.No.

	Particulars
	Amount in Rs.

	1
	Total Assets as on 31/03/2019 
	13,87,03,436

	2
	Total Liabilities as on 31/03/2019
	11,05,63,871

	3
	Net Worth (1-2)
	28,139,565

	4
	Equity Shares Outstanding
	99,500

	5
	Book Value per Equity Shares (3/4)
	282.81

	6
	Per Value Per Equity Shares 
	100








COMPARISION TABLE OF VALUATION OF SHARES


	A.No.
	BEFORE ISSUING BONUS SHARE
	
	B.No.
	AFTER ISSUING BONUS SHARE

	(i)
	(ii)
	(iii)
	(iv)
	
	(v)
	(vi)
	(vii)
	(viii)

	
(1)

	Share
Capital
	99,500 shares of Rs.100 /-
	99,50,000
	
	(1)
	Existing Share 
Capital
	99,500 shares of Rs.100 /-
	99,50,000

	(2)
	--
	Not Applicable
	--
	
	(2)
	Bonus
1.5 share for 
1 share 
	1,49,250 Shares of Rs.100 /- each
	1,49,25,000

	
(3)

	--
	Not Applicable
	--
	
	(3)
	NEW Share Capital
	B.No.
(1)(vii) + (2)(vii)
2,48,750
	2,48,75,000

	
(4)

	Reserves & Surplus
	OB: 1,33,70,706 +
Profit 
48,18,859
	1,81,89,565
	
	(4)
	NEW Reserves & Surplus

	
A.No. (5)(iv)
Minus (-)
B.No. (3)(viii)
	32,64,565

	
(5)

	TOTAL
A.No.(1)(iv) + A.No.4(iv)
	2,81,39,565
	
	(5)
	TOTAL
(B.No.(3)(viii) + B.No.(4)(viii)
	2,81,39,565

	
	
	

	(6)
	
VALUE OF EACH EQUITY
SHARE BEFORE BONUS

	A.No.
(5)(iv) / A.No.(1)(iii)
	282.81
	
	(6)
	
(PROPOSED)
VALUE OF EACH EQUITY
SHARE AFTER BONUS

	
B.No.5(viii)
/
B.No.3(vii)
	113.12




For ………………….... & Associates
Chartered Accountants
FRN: 


………………………. ACA,
Partner
Membership No. …………..
05th February, 2020
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