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Section-A 

Q. 1  

A. 

B.  

I. False 

II. False 

III. False 

IV. True 

V. True 

VI. True 

VII. True 

VIII. True 

 

 

 

SECTION- B 

Q.2 A. 
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B. 

 

 

Q. 3 

A.  
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B.  

FAIR MARKET VALUE FAIR VALUE 

FMV is the most widely used standard of value 
in business valuation. The AICPA of USA, while 
issuing Statement on Standards for Valuation 
Services, has adopted IGBVT. It defines FMV as 

The fair value as standard of value is 
understood differently in the two situations 
mentioned below:  

(i) In legal matters  
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“The price expressed in terms of cash 
equivalents, at which property would change 
hands between a hypothetical willing and able 
buyer and a hypothetical willing and able seller, 
acting at arm’s length in an open and 
unrestricted market, when neither is under 
compulsion to buy or sell and when both have 
reasonable knowledge of the relevant facts.” 

(ii) In financial reporting purpose 
Financial Accounting Standard 
Board is the accounting standards 
setting body for US-GAAP 
(Generally Accepted Accounting 
Principle) reporting has issued SFAS 
(Statement of Financial Accounting 
Standard) No. 157 - Fair Value 
Measurements. This is also known 
as mark to market standard. These 
establish a frame work for 
measurements of fair value and 
require discloser about 
measurement but it does not 
require fair value accounting for 
any position. Its guidance is 
relevant only when accounting 
standard require or permit position 
to be accounted for at fair value 

 

 

 

Q. 5  

Economic risk is concerned with the general economic climate within the country. Some of the factors which reflect 

the economic climate of a country are:  

(a) level of affluence enjoyed by the country.  

(b) the growth rate of income.  

(c) the nation’s propensity to save/invest.  

(d) the stability of prices (inflation).  

(e) characteristics of the labour force.  

(f) level of sophistication of the financial system.  

(g) level of foreign debt outstanding.  

(h) major income earners (exports) and their sensitivity to overall global 

economic changes.  

(i) extent of dependence on major export items.  

(j) trends in balance of payments.  

(k) level of imports  

(l) level of reserve and credit standing, and  

(m) fluctuations of exchange rate and controls on foreign exchange 

 

B. Steps in Developing BSC The steps in the process of developing a BSC are:  

- Identify the key outcomes to the success of the organization.  
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- Identify the process that leads to these outcomes.  

- Develop key performance indicators for these processes.  

- Develop reliable data capture and measurement systems.  

- Develop a mechanism for reporting these to the relevant managers and staff.  

- Enact improvement programs to ensure that performance improves. 

 

Q.7  

A. 
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Q. 8 

A. An exit notion where an organisation can get out of the assets and the liability position through orderly 

transaction with market participants at the measurement date. Simply stated, this standard requires valuing assets 

on what they could fetch in the market or what is to be paid on transfer of liability that is the “exit price” (Sale price). 

This does not require the entity intention or its ability to sell assets or transfer liability at the measurement date. As 

far FASB price shall not be adjusted for transaction costs as they are not an attribute of the assets or liability. A 

willing buyer may like to pay more because of his strategic intent of using the same set of assets post acquisition 

with his own plan and he is confident generate more value than what it can by the present management in the given 

condition. 

 

B. Common Valuation Errors (VE)  

VE 1 : When the valuation report does not expressly include valuation purpose.  

VE 2 : When the valuation report does not define the standard of value.  

VE 3 : When the valuation report does not consider the premise of value.  

VE 4 : When the valuation report treats going concern as the standard of value. 

 

C. Contingent Liability  

A Contingent Liabilities is not a actual liability. Instead, it is a potential liability that depends on a future event arising 

out of a past transaction. For example, a town Government may sue the company that setup new light, claiming that 

the electrical wiring is fault. The past transaction is the street light installation. The future event is the court case 

that will decide the suit. The light companies thus face a contingent liability, which may or may not become a actual 

obligation.  

Sometimes this liability has a definite amount. Discounting a note receivable creates a contingent that is, a potential 

liability for the endorser. If the market of the note pays at maturity, the contingent liability ceases to exist. However 

if the maker defaults the payee, who sold the note, must pay its maturity value to the purchaser. 

 

D. MOLAP is a “multi-dimensional online analytical processing”.’MOLAP’ is the ‘classic’ form of OLAP and is 

sometimes referred to as just OLAP. MOLAP stores this data in an optimized multi-dimensional array storage, rather 
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than in a relational database. Therefore it requires the pre-computation and storage of information in the cube - the 

operation known as processing. MOLAP tools generally utilize a pre- calculated data set referred to as a data cube. 

The data cube contains all the possible answers to a given range of questions. MOLAP tools have a very fast response 

time and the ability to quickly write back data into the data set. 

 

E. Shadow Pricing:  

The producer has to decide two questions – 1) how much of each product should be produced to maximize profits? 

2) What price is worth paying for additional quantities of a scarce resource? To decide the second question “What 

price is worth paying for additional quantity of a scarce resource”, very often “shadow prices” are used. Shadow 

prices are not prices obtained by observing the real world. Shadow prices are “imputed values”. The shadow price 

shows the marginal contribution of the factors of production employed. It is calculated by using the “simplex 

method”. These imputed values show the increase in profit which would result if an additional unit of that scarce 

factor is used. The imputed value is the reduction in contribution if that scarce factor is removed. 

 


