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Valuation

1. Which of the following statements about Fair Value is correct?

a) Fair Value is always equal to Market Value.

b) Fair Value considers exit price, not just historical cost.

c) Fair Value is determined solely based on intrinsic factors.
d) Fair Value ignores the most advantageous market.

2. Under the Insolvency and Bankruptcy Code, 2016, who is authorized to conduct
valuations?

a) Any Chartered Accountant
b) A Registered Valuer

c) A Company Secretary

d) A Merchant Banker

3. Which valuation method is most appropriate for valuing a start-up with high growth
potential but negative cash flows?

a) Asset-Based Approach

b) Discounted Cash Flow (DCF) Method
c) Market Price Method

d) Cost Approach

4. Which of the following is NOT a type of value in valuation?

a) Fair Market Value
b) Synergistic Value
c) Discount Value

d) Investment Value

5. When determining the Fair Market Value (FMV) of an asset, which condition is NOT
necessary?

a) The buyer and seller must be unrelated.

b) The asset must be sold in a forced sale situation.

c) Both parties should act knowledgeably and without compulsion.
d) There should be a competitive and open market.
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6. As per ICAI Valuation Standards, which of the following is NOT a recognized
premise of valuation?

a) Going Concern Value

b) Orderly Liquidation Value
¢) Forced Sale Value

d) Guaranteed Minimum Value

7. The process of valuation includes:

a) Only quantitative analysis of financial data

b) Only qualitative analysis of industry trends

c) A combination of both quantitative and qualitative analysis
d) Estimating the purchase price of any asset randomly

8. What does Intrinsic Value primarily depend on?

a) Market Demand and Supply

b) Speculative Factors in the Market

c) The present value of future cash flows
d) The highest bid received in an auction

9. Which of the following best describes a Registered Valuer as per the Companies Act,
20137

a) Any financial expert with valuation experience

b) A person registered under the Companies (Registered Valuers and Valuation) Rules, 2017
c¢) Any CA with a minimum of 5 years of experience

d) A merchant banker authorized under SEBI regulations

10. What is the key difference between Fair Value and Fair Market Value?

a) Fair Value considers market forces, whereas Fair Market Value is always fixed.

b) Fair Value considers a willing buyer and seller, whereas Fair Market Value is regulated by
law.

c) Fair Value is based on future potential, whereas Fair Market Value is based on open
market conditions.

d) Fair Market Value is determined by intrinsic analysis, whereas Fair Value is always
estimated at cost.

11. In valuation, a "'Synergistic Value™ arises when:

a) Two assets, when combined, generate a value higher than their individual sum.
b) A business is acquired at its book value.

¢) The value of an asset is determined based on its salvage price.

d) An asset is valued at its liquidation price.
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12. Which of the following acts requires valuation by a Registered Valuer?

a) Income Tax Act, 1961

b) Foreign Exchange Management Act, 1999
c) Companies Act, 2013

d) All of the above

13. What is the ""Highest and Best Use™* principle in valuation?

a) The lowest price at which an asset can be sold.

b) The use of an asset that maximizes its value in the market.
c) The book value recorded for accounting purposes.

d) The current use of the asset without any modifications.

14. The liquidation value of an asset refers to:

a) The highest possible selling price in an open market.

b) The estimated realizable value if an asset is sold under forced conditions.
c) The purchase price of an asset recorded in books.

d) The maximum insurance claim value of an asset.

15. Which valuation approach is most commonly used for valuing intellectual property
like patents?

a) Cost Approach

b) Income Approach

c) Market Approach

d) Forced Sale Approach

16. Which of the following is NOT a purpose of valuation?

a) Investment decisions

b) Taxation and compliance
¢) Random price estimation
d) Mergers and acquisitions

17. The Income Tax Act, 1961 mandates valuation for:

a) Determining the fair market value of shares
b) Assessing the liquidation value of assets

¢) Calculating the business’s branding potential
d) Estimating future tax exemptions

18. Under the Companies Act, 2013, who is required to conduct valuations?

a) A Chartered Accountant (CA)
b) A Certified Investment Advisor
c) A Registered Valuer

d) A Share Market Analyst

Visit YouTube Channel for more Join Join Telegram
CA Nand Jha n


https://www.youtube.com/@CANandJha
https://www.youtube.com/@CANandJha
https://www.youtube.com/@CANandJha

SET C P8: VALUATION

19. Which of the following statements about transaction-based valuation is TRUE?

a) It considers only past transactions without industry analysis
b) It involves comparing similar transactions in the market

c) It ignores the financial characteristics of past deals

d) It does not rely on any publicly available data

20. The purpose of Comparable Transaction Analysis in valuation is to:

a) Determine the asset’s replacement cost

b) Assess the market’s historical pricing trends

c) Identify similar past transactions for valuation comparison
d) Set an arbitrary price for negotiations

21. Which factor is the most critical in determining whether a past transaction is
comparable in valuation?

a) The CEO’s name

b) The total transaction value and industry similarity
c) The buyer’s personal background

d) The location of the acquiring company’s office

22. Which of the following acts governs valuation requirements for cross-border
transactions?

a) Income Tax Act, 1961

b) Companies Act, 2013

c) Foreign Exchange Management Act, 1999 (FEMA)
d) SEBI Takeover Code

23. The SEBI Takeover Code requires valuation for:

a) Employee bonus calculations

b) Determining fair exit prices for minority shareholders
c) Setting the initial public offering (IPO) price

d) Deciding the tenure of a company’s directors

24. Why does the Insolvency and Bankruptcy Code (IBC), 2016 require valuation?

a) To artificially inflate asset prices

b) To determine the fair and liquidation values of assets
¢) To avoid financial disclosures in corporate insolvencies
d) To predict stock market performance

25. Which of the following is an example of a regulatory-based valuation?

a) A company valuing its brand equity for marketing

b) A firm calculating its asset value for an internal strategy report
c) Valuation of assets for SEBI compliance in an IPO

d) A business estimating future profits for employee bonuses
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26. The Foreign Exchange Management Act (FEMA), 1999 requires valuation in cases
involving:

a) Domestic private placements

b) Foreign investors purchasing Indian company shares
c) Internal corporate audits

d) Business mergers within the same country

27. In capital raising, valuation is most important for:

a) Estimating the book value of old assets

b) Determining the fair pricing for new shares and debt instruments
c) Assessing the cultural value of a company

d) Evaluating annual employee performance

28. In performance evaluation, valuation helps in:

a) Measuring actual market value against intrinsic value
b) Guessing an estimated price without calculations

c) Ignoring financial performance trends

d) Calculating total corporate taxation liabilities

29. Stakeholder communication requires valuation to:

a) Conceal the company’s actual worth

b) Provide transparency in financial reporting and decision-making
c) Keep investors unaware of financial changes

d) Avoid corporate governance requirements

30. In strategic planning, valuation is critical for:

a) Evaluating potential acquisition targets
b) Determining a company’s holiday budget
c) Estimating employee satisfaction levels
d) Predicting social media engagement rates

31. Which of the following is NOT a commonly used valuation approach?

a) Market-Based Approach

b) Income/Earnings-Based Approach
c) Asset/Cost-Based Approach

d) Liquidity-Based Approach

32. The Discounted Cash Flow (DCF) method is a part of which valuation approach?

a) Market-Based Approach

b) Asset-Based Approach

¢) Income-Based Approach

d) Comparable Transaction Approach
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33. Which method is commonly used for valuing a loss-making start-up with potential
future cash flows?

a) Market Approach

b) Net Asset Value Method

¢) Discounted Cash Flow Method
d) Dividend Discount Model

34. In the Market-Based Approach, which of the following is NOT a key factor for
selecting comparable companies?

a) Similar industry and market conditions
b) Similar revenue and profit margins

c¢) The CEQO’s leadership style

d) Recent transactions in the same sector

35. Which of the following is NOT considered an observable input in valuation?

a) Market price of similar assets in an active market

b) Quoted interest rates from government bonds

c) Management’s expected sales growth for the next 10 years
d) Recent transaction prices of identical assets

36. The ""Control Premium™ adjustment in valuation is applied when:

a) The business is being valued under a forced sale scenario

b) The acquirer gains significant influence over the company's operations
c) The business has high liquidity reserves

d) The valuation is based on historical cost accounting

37. Under the Comparable Companies Multiple (CCM) Method, which multiple is
generally NOT used?

a) Price-to-Earnings (P/E) Ratio

b) Enterprise Value-to-Sales (EV/Sales)

c) Earnings Per Share (EPS) Multiple

d) Weighted Average Cost of Capital (WACC) Multiple

38. What is the main challenge in applying the Market-Based Approach to start-up
valuation?

a) Start-ups often lack historical profit data and market comparable

b) The approach requires knowledge of advanced financial derivatives
c) Market prices are always stable for all industries

d) Itis illegal to use market data for start-up valuation
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39. The Weighted Average Cost of Capital (WACC) is generally used as a discount rate
in which of the following methods?

a) Asset-Based Approach

b) Free Cash Flow of the Firm (FCFF) Method
c) Book Value Method

d) Liquidation Value Method

40. Which of the following valuation approaches is least suitable for a company with
significant intangible assets and brand equity?

a) Discounted Cash Flow (DCF) Approach
b) Market-Based Approach

c) Cost-Based Approach

d) Synergistic Value Approach

41. In the Comparable Transaction Multiple (CTM) Method, what is the primary basis
of valuation?

a) Past acquisition prices of similar businesses

b) The company’s internal financial forecasts

c) The book value of assets on the balance sheet

d) The tax-adjusted historical profits of the company

42. What is the most appropriate valuation method for an infrastructure project with
predictable long-term cash flows?

a) Market-Based Approach

b) Liquidation Value Method

c) Discounted Cash Flow (DCF) Method
d) Comparable Companies Method

43. The Fair Market Value (FMV) concept assumes that the buyer and seller:

a) Are related parties with inside information

b) Are acting under compulsion due to financial distress

c) Have reasonable knowledge of the asset and are willing participants
d) Ignore external market conditions while negotiating

44. Which of the following statements about terminal value in DCF valuation is
INCORRECT?

a) Terminal value represents the value of cash flows beyond the forecast period
b) A high terminal growth rate always results in a lower valuation

¢) The Gordon Growth Model is a common method for estimating terminal value
d) The terminal value can often be the largest component of a DCF valuation
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45. Which of the following adjustments is typically made when valuing a closely held
private company?

a) Discount for Lack of Marketability (DLOM)

b) Premium for High Public Shareholding

¢) Reduction in Value for Brand Recognition

d) No adjustments are required for private companies

46. As per ICAI Valuation Standard 202, valuation documentation must include:

a) Only financial statements

b) Only management representation letters

c) Record of valuation procedures, evidence obtained, and conclusions reached
d) Publicly available market reports

47. The minimum retention period for valuation documentation as per ICAI Valuation
Standards is:

a) 3 years
b) 5 years
c) 8 years
d) 10 years

48. Which of the following is NOT a key benefit of valuation documentation?

a) Transparency

b) Consistency

c) Legal Defensibility
d) Price Manipulation

49. The management representation letter primarily serves to:

a) Confirm certain facts or matters relevant to the valuation
b) Replace financial statements in the valuation process

c) Determine the valuation method to be used

d) Justify an arbitrary valuation result

50. A valuation report must include which of the following?

a) The valuer’s assumptions and methodologies

b) A fixed price for the asset being valued

c) Speculative financial projections only

d) A disclaimer that valuation findings are not subject to scrutiny

51. The valuation process typically begins with:

a) Signing an engagement letter and defining the scope of work

b) Preparing financial projections without consulting management
c) Directly applying valuation formulas

d) Selecting a random valuation approach
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52. Under the Companies (Registered Valuers and Valuation) Rules, 2017, the
responsibility of maintaining valuation documentation lies with:

a) The auditor of the company

b) The CFO of the company

¢) The valuer conducting the valuation
d) The regulatory authority

53. In the context of valuation, “substance over form” means:

a) Focusing on the economic reality of a transaction rather than its legal structure
b) Giving priority to legal documentation over valuation analysis

¢) Using a formulaic approach without considering external factors

d) Ignoring intangible assets in valuation

54. Which of the following is NOT a type of valuation report?

a) Summary Report
b) Detailed Report

c) Qualitative Report
d) Compliance Report

55. The management representation letter is typically required when:

a) The valuation assignment involves material assumptions and management-provided data
b) The valuer is conducting a market-based valuation only

c) The company has no financial statements available

d) The valuation is conducted for a regulatory compliance purpose only

56. Which regulatory provision mandates valuation under the Insolvency and
Bankruptcy Code, 20162

a) Regulation 27 — Appointment of Registered Valuers

b) Regulation 56 — Disclosure of Related Party Transactions

c) Regulation 15 — Taxation Requirements for Insolvent Entities
d) Regulation 42 — Market Price Determination

57. As per ICAI Valuation Standards, valuation reports should include:

a) ldentity of the valuer and any conflicts of interest

b) Only numerical calculations, without qualitative analysis
c) Assumptions but not the valuation methodology

d) Predetermined outcomes agreed upon with management
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58. Which of the following valuation approaches is most appropriate for a distressed
company under liquidation?

a) Discounted Cash Flow Method
b) Market Approach

c) Liquidation Value Method

d) Price-to-Earnings Ratio

59. The key objective of a valuation report is to:

a) Assist stakeholders in decision-making by providing a fair valuation
b) Justify an increase in share prices

c) Replace statutory financial reporting requirements

d) Provide subjective opinions without factual support

60. Which of the following is NOT a component of a valuation report?

a) Sources of information relied upon

b) Key valuation methodologies used

c¢) The valuer’s personal investment history
d) Disclosure of major assumptions made

61. The primary purpose of valuation standards is to:

a) Ensure consistency, transparency, and credibility in valuations
b) Maximize the reported financial position of a company

c) Provide tax benefits to businesses

d) Reduce regulatory requirements for companies

62. Which of the following valuation approaches relies primarily on analysing recent
market transactions of similar assets?

a) Income Approach

b) Market Approach

c) Cost Approach

d) Liguidation Approach

63. As per ICAI Valuation Standards, which factor is NOT considered while selecting a
valuation approach?

a) Availability of sufficient and reliable data

b) Legal and regulatory requirements

¢) The personal preferences of the valuer

d) The nature and characteristics of the asset being valued
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64. The Net Asset Value (NAV) Method is most appropriate for valuing:

a) Start-ups with negative earnings

b) Companies with significant tangible assets
c) Businesses with strong brand value

d) High-growth technology firms

65. Which of the following is NOT a recognized method under the Income Approach?

a) Discounted Cash Flow (DCF) Method
b) Capitalization of Earnings Method

c) Price-to-Earnings (P/E) Ratio Method
d) Multi-Stage Growth Model

66. What is the primary limitation of using the Discounted Cash Flow (DCF) Method
for valuation?

a) It does not consider market conditions

b) It is highly dependent on future projections and assumptions
c) It is applicable only to asset-heavy businesses

d) It cannot be used for business valuation

67. Which valuation method is commonly used in mergers and acquisitions to determine
a fair exchange ratio?

a) Liquidation Value Method
b) Relative Valuation Approach
c) Book Value Method

d) Historical Cost Approach

68. As per ICAI valuation standards, which of the following factors is the LEAST
relevant while determining fair value?

a) Synergies available to a specific buyer
b) Prevailing market conditions

c) Expected future earnings of the asset

d) Comparable transactions in the industry

69. The term ""Highest and Best Use™ in valuation refers to:

a) The price that an asset can fetch in a distress sale

b) The use of an asset that maximizes its value in the market
¢) The current use of the asset as recorded in the books

d) The tax implications of using an asset for business purposes
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70. The Control Premium in valuation is typically applied when:

a) The buyer acquires a significant influence over the company
b) The company has high levels of debt

c) The business is undergoing liquidation

d) The company operates in a declining industry

71. Which of the following is NOT a common adjustment made in valuations?

a) Discount for Lack of Marketability (DLOM)
b) Control Premium

c) Synergy Adjustments

d) Bonus Issue Adjustments

72. The Weighted Average Cost of Capital (WACC) is used in valuation to:

a) Determine the discount rate in a DCF valuation
b) Calculate the book value of assets

¢) Find the highest possible exit price for a business
d) Ignore the effects of capital structure on valuation

73. When valuing a privately held company, which of the following discounts is most
relevant?

a) Marketability Discount
b) Volume Discount

c) Seasonal Discount

d) Bulk Purchase Discount

74. As per ICALI valuation standards, a valuation report must include:

a) A fixed valuation number without any assumptions

b) Only a qualitative assessment of business operations

c) Disclosure of valuation methods, assumptions, and limitations
d) The company’s historical dividend payments

75. In which of the following cases is a Forced Transaction Value most relevant?

a) An acquisition where the buyer has a strong negotiating position
b) A distress sale under time constraints

c) A voluntary merger between two companies

d) A real estate valuation under normal market conditions

76. As per Ind AS 2, inventories shall be measured at the lower of:

a) Cost and Market Value

b) Cost and Fair Value

¢) Cost and Net Realisable Value (NRV)
d) Cost and Historical Value
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77. Which of the following costs is NOT included in inventory valuation under Ind AS
2?

a) Cost of purchase, including non-recoverable taxes

b) Storage cost, unless necessary in production

c) Costs directly attributable to bringing inventory to its present condition
d) Fixed and variable overheads in production

78. The FIFO method of inventory valuation assumes that:

a) The most recently purchased items are sold first
b) The oldest inventory items are sold first
c) Inventory is valued at replacement cost
d) Inventory valuation is based on estimated costs

79. Under Ind AS 32, which of the following is NOT classified as a financial asset?

a) Cash and cash equivalents

b) Investment in equity instruments
c) Trade receivables

d) Goodwill

80. The Market Approach to investment valuation is most suitable when:

a) The asset has no active market comparables

b) The investment has stable and predictable cash flows
c) Market data on similar assets is readily available

d) The investment has significant intangible value

81. Which of the following is NOT a key characteristic of Fixed Income Instruments?

a) Periodic interest payments

b) Predefined maturity date

c) Variable dividend payments

d) Principal repayment at maturity

82. The valuation of bonds using the Discounted Cash Flow (DCF) method primarily
depends on:

a) The book value of the bond

b) The interest rate set by the company
c) The present value of future cash flows
d) The marketability of the bond

83. Treasury Bills (T-Bills) are valued based on:

a) Present value of expected future cash flows

b) Fixed coupon payments over time

c) The face value payable at maturity, discounted for time value
d) The market capitalization of the issuing entity
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84. The Relief from Royalty Method (RRM) for valuing intangibles is based on:

a) Estimating the royalty payments saved by owning the asset
b) The historical cost of developing the intangible asset

c) The market price of a comparable tangible asset

d) The total profit generated by the company

85. Which of the following valuation methods is commonly used for patents and
trademarks?

a) Discounted Cash Flow (DCF) Method

b) Multi-Period Excess Earnings Method (MPEEM)
c) Replacement Cost Method

d) Net Asset Value (NAV) Method

86. In the valuation of liabilities, which of the following is NOT considered?

a) Present value of future obligations

b) Expected credit risk

c) Market comparable of similar liabilities
d) Historical cost of the liability

87. Convertible bonds are valued using:

a) Only the bond pricing formula

b) Only the equity valuation approach

c) A combination of bond and option pricing models
d) The book value method

88. The valuation of hybrid instruments requires:

a) A simple interest rate model

b) A combination of debt and equity valuation techniques
c) Ignoring market conditions

d) Estimating the liquidation value only

89. The key reason for periodic reassessment of inventory valuation is:

a) To reflect changes in production methods

b) To account for changes in the Net Realisable Value (NRV)
c) To comply with tax regulations

d) To increase the company’s profit margins

90. When applying the With and Without Method for valuing intangibles, the key
principle is to:

a) Compare financial performance with and without the intangible asset
b) Use historical costs as a benchmark

c) Apply standard discount rates without adjustments

d) Estimate the market price of the asset directly
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