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Distinguishing Features of ICAI Valuation 
Standards 2018: An Update and Overview

“If business schools could offer just one course, it would not be on stock trading, the efficient market 
hypothesis or modern portfolio theory. Rather, B-schools should be encouraging students to learn 
the boring, but critically important, discipline of business valuation,” says noted American business 
magnate and speaker Warren Buffett, The oracle of Omaha. True to this saying, the valuation 
has indeed emerged as a very critically important requirement of modern day business, not only 
in the event of mergers and acquisitions, sale of business or insolvency but also as a continuous 
effective management tool. Valuation unfolds the baseline value of a business and serves as an 
indication of what you’re doing right and what you could be doing better. Valuations help chart the 
course for the future, help in investment decisions and risk assessment, measure progress, identify 
gaps, better manage your business, create accountability, provide a benchmark and provide the 
gateway to capital. 
With a fast growing economy, India is no exception to this fast emerging trend of business valuation. 
With the introduction and subsequent adoption of Ind AS by many Indian companies, the 
emphasis on valuation has increased. Valuation field has emerged as one of the most critical areas 
in finance and as a big window of opportunity for professionals including Chartered Accountants 
as Registered Valuers. In this regard, the ICAI has already formed a Section 8 company, ICAI 
Registered Valuers Organisation (ICAI RVO) which is recognised by the IBBI. 
There are various sections in the Companies Act, 2013, where the valuation is required to be 
conducted by a Registered Valuer. Besides there are many other Statutes like the Insolvency and 
Bankruptcy Code, 2016, SEBI, FEMA, RBI wherein valuation is required. Recognising the need 
to have the consistent, uniform and transparent valuation policies and harmonise the diverse 
practices in use in India, the Council of the ICAI has issued the first of its kind ICAI Valuation 
Standards 2018. This article highlights some distinguished features of these standards. Read on…
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Valuation is required in many contexts including 
investment analysis, capital budgeting, merger 
and acquisition transactions, financial reporting, 
taxable events to determine the proper tax 
liability, and in litigation. It also plays an 
important role in the Insolvency Resolution regime 
where Liquidation value has to be ascertained by 
Resolution professional through the Registered 
Valuers. Further, the concept of Registered Valuers 
has been institutionalised by including a separate 
chapter on Registered Valuers leading to the 
formalisation and regulation of the Registered 
Valuers under the Companies Act, 2013. 
The Rules notified by Ministry of Corporate 
Affairs (MCA) have also opened a new domain for 
professionals called Registered Valuers. It offers a 
host of opportunities to the existing professionals 
including the Chartered Accountants. To facilitate 
Chartered Accountants as Registered Valuers, the 
Institute of Chartered Accountants of India (ICAI) 
has formed a Section 8 private company which 
has been recognized by the IBBI as a Registered 
Valuers Organisation (ICAI RVO). It enrols and 
regulates Registered Valuers or Valuer member as 
its members in accordance with the Companies 
(Registered Valuers and Valuation) Rules, 2017, 
and functions incidental thereto. ICAI RVO is 
registered for Securities or Financial Assets Class.
Corporate valuations, whether of physical, 
financial or intangible assets are playing an 
increasing central role in investment decisions 
as well as risk assessments. The need to perform 
credible valuations is well established, for every 
transaction of transfer, be it shares, sale of tangible 
assets such as land, building, plant and machinery 
or a strategic investment in intangibles such as 
intellectual property. 
Recognising the need to have the consistent, 
uniform and transparent valuation policies and 
harmonise the diverse practices in use in India, the 
Council of the Institute of Chartered Accountants 
of India (ICAI) has issued the ICAI Valuation 
Standards 2018 in June 2018, which are first of its 
kind in India. These are:
� Preface to the ICAI Valuation Standards
� Framework for the Preparation of 

Valuation Report in accordance with the 
ICAI Valuation Standards

� ICAI Valuation Standard 101 – Definitions

� ICAI Valuation Standard 102 - Valuation 
Bases

� ICAI Valuation Standard 103 - Valuation 
Approaches and Methods

� ICAI Valuation Standard 201 - Scope of 
Work, Analyses and Evaluation

� ICAI Valuation Standard 202 - Reporting 
and Documentation

� ICAI Valuation Standard 301 - Business 
Valuation

� ICAI Valuation Standard 302 - Intangible 
Assets

� ICAI Valuation Standard 303 - Financial 
Instruments

With a vision to promote best practices in this 
niche area of practice, the Standards lay down a 
framework for the chartered accountants to ensure 
uniformity in approach and quality of valuation 
output. The Valuation Standards have been issued 
to set up concepts, principles and procedures 
which are generally accepted internationally having 
regard to legal framework and practices prevalent 
in India. 
Applicability of Valuation Standards 

These ICAI Valuation Standards have been made 
applicable for all valuation engagements on 
mandatory basis under the Companies Act, 2013. 
In respect of Valuation engagements under other 
Statutes like Income Tax, SEBI, FEMA etc., it will 
be on recommendatory basis for the members 
of the Institute. These Valuation Standards are 
effective for the valuation reports issued on or after 
1st July, 2018. 
ICAI has formulated Valuation Standards on the 
basis of detailed study of global practices followed. 
Distinguishing Features of ICAI Valuation 
Standards 2018 

1. ICAI Valuation Standards 2018 have been 
formulated as per the applicable laws, 
customs, usages and business environment 
prevailing in India, Judgements taken 
pertaining to Valuation. They deal with 
India’s special needs and conditions arising 
from the country’s economic, social 
and legal environment. ICAI Valuation 
Standards 2018 are home-grown standards 
which address local issues, concerns and 
questions.
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ICAI Valuation Standards 2018 Standards have been 
formulated as per the applicable laws, customs, 
usages and business environment prevailing in 
India, Judgements taken pertaining to Valuation. 

They deal with India’s special needs and conditions 
arising from the country’s economic, social and legal 

environment. ICAI Valuation Standards 2018 are 
home-grown standards which address local issues, 

concerns and questions. 

2. ICAI Valuation Standards 2018 are known 
widely and available easily and the same 
can be communicated, applied, monitored 
and enforced by the various stakeholders in 
valuation. 

3. Principles adopted by the ICAI Valuation 
Standards are globally accepted (subject to 
few changes from India perspective).

4. Standards have been formulated also 
considering the Fair Value principles as per 
Ind AS 113 as notified by the Ministry of 
Corporate Affairs.  

Standards have been formulated also considering 
the Fair Value principles as per Ind AS 113 as 

notified by the Ministry of Corporate Affairs as the 
requirements for valuation under Companies Act is 
essentially in context of fair value requirements of 

Ind AS Financial Statements. 

Market Value

ICAI Valuation Standard 102 defines Market Value 
in detail as per Ind AS 113 principles. Income 
tax/ SEBI/ Companies Act/ FEMA regulations/ 
Accounting standards usually use terminology of  
‘Fair Value’. 

While the underlying valuation principles of Market 
Value and Fair value (as per the valuation principles/ 
standards) are similar, use of a different terminology 
may create misunderstanding to users. However, 
Para 19 of ICAI Valuation Standard 102 allows to 
have market value separately from Fair Value, if 
circumstances require.

Market Rent

ICAI Valuation Standard do not provide for the 
definition of Market Rent as the ICAI Standards are 
for Valuation of Securities or Financial Assets.

Relative Value
As Per Para 8 of ICAI Valuation Standards 102; 
Valuation for determination of share exchange ratio/ 
share entitlement ratio in the case of  amalgamation/ 
mergers/ demerger are usually based on Relative 
Value, which is an accepted concept based on past 
judicial precedents in India.
Other basis of Value
Other basis of Value (IFRS/ OECD/ US IRS, etc.) need 
to be customised to specifically include Indian tax/ 
regulatory requirements (e.g. valuation carried out based 
on formula prescribed in SEBI/ Income tax regulations) 
as per Para 7 of ICAI Valuation Standard 102.
Equitable Value/ Investment Value/ Synergistic 
Value
Equitable Value/ Investment Value/ Synergistic Value 
basis considers Participant specific perspective. Use of 
multiple basis of value may create misunderstanding 
amongst users. Therefore, ICAI Valuation Standards 
have not defined these values.
Highest and best use
ICAI Valuation Standard 102 under para 39 to 48 
provides detailed guidance on Highest and Best Use.
An entity’s current use of a non-financial asset may 
be presumed to be its highest and best use unless 
market or other factors suggest that a different use by 
participants would maximise the value of the asset. 
Also, in certain cases, assessment of highest and best 
use may involve considerable subjectivity/ technical 
assessment and the Valuer may base his evaluation 
considering inter-alia relevant inputs from the client, 
information available in public domain.
ICAI Valuation Standard 102 provides for the 
definition of Market participants as per Ind AS 113 
in para 24.

5. Para 58 to 60 of ICAI Valuation Standard 102 
also defines integration cost to be part of Specific 
Considerations.

6. Fairness opinion as required under SEBI 
Guidelines has been provided. 

7. Market Price of traded assets has been covered 
as one of the valuation method under Market 
Approach in ICAI Valuation Standard 103.

 Under ICAI Valuation Standards the same has 
been captured in Para 18-20. It is believed 
that Market Price is very important method in 
Market Approach as in many Regulations such as 
SEBI Regulations, Income Tax Act, FEMA, etc. 
suggests usage of this method.
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8. Determination of DLOM & DLOC under 
Market Approach

 As per Para 38- 48, of ICAI Valuation Standard 
103, DLOMs and DLOCs may be applied 
on the professional judgement of the valuer 
considering the factors such as size and 
nature, amount/extent of control, time and 
cost associated with marketing, restrictions 
on transfer of subject asset, etc. Due to lack of 
empirical Data specific to Indian markets, it is 
believed that it should be left to the judgement 
of the professionals.

9. Under ICAI Valuation Standard 103, DLOM 
and DLOC need to be applied under Income 
approach while valuing illiquid securities and 
minority interest, which is believed to be more 
appropriate in such cases.

10. Format of Report has been provided. 
11. Specific guidance has been provided for 

Subsequent Events.
12. It has been specifically provided that the 

valuer has to disclose the identity of the expert 
along with the reliance placed on such expert’s 
report. This is pertinent since, in many cases, 
the valuer may appoint another expert to 
undertake valuation of specialised asset types 
like financial instruments, etc.

13. ICAI Valuation Standards specifically provide 
to include the valuer’s signature along with his 
identity and other details. This helps in fixing 
responsibility for the contents of a valuation 
report.

14. The ICAI Valuation Standard 202 on 
‘Valuation Report and Documentation’ is 
very comprehensive than the International 
Standards. There are many important aspects 
which have been included in the ICAI Valuation 
Standards. A summary of such aspects is set 
out below:
a) Contents of the valuation report
 Para 10 to Para 35 of ICAI Valuation 

Standard 202 provides detailed guidance 
on Contents of Valuation Report.

b) Independence of the valuer 
 Since the independence of the valuer is 

an important aspect determining the 
reliability of the valuation report, the ICAI 
Valuation Standard 202 provides specific 

guidance (paragraph 14) that the valuer 
shall be independent of the asset as well as 
the client for whom the valuation is being 
undertaken. Further, the ICAI Valuation 
Standard also states that the valuer should 
be independent of the user of a valuation 
report, where the valuation assignment is 
commissioned by one party but the report 
is intended to be relied on by another user. 

c) Reliance on use of experts
 Paragraph 12 of the ICAI Valuation 

Standard 202 specifically requires the 
valuer to disclose the identity of the expert 
along with the reliance placed on such 
expert’s report. This is pertinent since, 
in many cases, the valuer may appoint 
another expert to undertake valuation 
of specialised asset types like financial 
instruments, etc.

d) Disclosure about conflict of interest 
 Conflict of interest / perceived conflict 

of interest is an important impediment 
in reliance placed on valuation reports. 
In case such conflict of interest is not 
disclosed, there could be significant 
misrepresentation. Para 15 of the ICAI 
Valuation Standard 202 requires a valuer 
to disclose conflict of interest. Further, 
ICAI Valuation Standards prohibit the 
acceptance of a valuation assignment in 
case of any conflict of interest. 

e) Signature on the valuation report 
 Para 27 and 28 of ICAI Valuation Standard 

202 requires the valuer to specifically 
include the valuer’s signature along with his 
identity and other details. This helps in fixing 
responsibility for the contents of a valuation 
report.

f ) Management representations
 Since a lot of information provided by 

management is used in undertaking 
valuation, separate paragraphs have 
been included in the ICAI Valuation 
Standard 202 (Para 36 to 38) on accepting 
management representations and extent 
of placing reliance on them. 

g) Documentation
 Since documentation is the only way of 

ascertaining the quality and extent of 
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 procedures carried out by the valuer, the 
ICAI Valuation Standard 202 provided 
detailed guidance on how and what to 
document in para 39 to 48. 

Detailed guidance on maintenance of records has 
been provided in compliance with the Companies 
Act, 2013 which provides for maintenance of 
records for a period of 8 years.
15. ICAI Valuation Standard 103 encourages 

use of multiple method/approaches
 ICAI Valuation Standard 103 encourages use 

of multiple method/approaches for valuation 
to produce a reliable indication of value. It is 
believed that usage of multiple method gives 
greater comfort on outcome as all aspects is 
looked at while finalising the valuation. As 
compared to single method usage of multiple 
methods gives a better comfort. The Standard 
also provides that if the difference in the 
values under different approaches/ methods 
is material, the valuer need to consider certain 
factors given in paragraph 10 to consider 
whether the approach/method considered is 
appropriate or not.

ICAI Valuation Standard 103 encourages use of 
multiple method/approaches for valuation in such 

instances to produce a reliable indication of value. It is 
believed that usage of multiple method gives greater 

comfort on outcome as all aspects (Income/Multiples, 
etc.) is looked at while finalising the valuation.

 ICAI valuation Standards provides option for 
Usage of Multiple Valuation Methods. It has 
been left to the Valuer’s discretion to use one 
or Multiple Methods and give weightages. 
It is well established by Indian judiciary that 
multiple methods and weighting same, are 
considered to be a better approximation of 
fair value in many cases rather than a single 
method value. 

16. Detailed paras on Scope of Work and Terms of 
Engagement Letter have been given.

17. ICAI Valuation Standards do not recommend 
preparation of cash flows as certain professional 
bodies governing the Valuers do not permit 
Valuers to be party to such projections. Under 
ICAI Valuation Standard 103 in para 65, 
the valuer is required to undertake analysis 

of projections to assess risk inherent in its 
achievability.

18. Detailed guidance has been provided on 
Analyses and Evaluation of asset to be valued. It 
has been provided that Analyses of asset to be 
valued is based on the following information:
1. non-financial information
2. ownership information
3. financial information; and
4. general information

ICAI Valuation Standards 2018 provide principles 
and detailed guidance and are user friendly for 
Indian Valuers.

The Standards are written Standards which are 
developed in India by the Institute of Chartered 

Accountants of India and adopted by ICAI Registered 
Valuers Organisation in response to the local needs 

and conditions after notifications of Companies 
(Registered Valuers and Valuation) Rules, 2017.

The Standards are written Standards which are 
developed in India by the Institute of Chartered 
Accountants of India and adopted by ICAI 
Registered Valuers Organisation in response to 
the local needs and conditions after notifications 
of Companies (Registered Valuers and Valuation) 
Rules, 2017 and it is mandatory for the Registered 
Valuers enrolled with ICAI RVO to follow ICAI 
Valuation Standards 2018 and ICAI Council has 
made it mandatory for the chartered accountants 
to follow ICAI Valuation Standards 2018.  

The Valuers will find it useful as the ICAI Valuation 
Standards 2018 complies with the requirements 
of Companies (Registered Valuers and Valuation) 
Rules, 2017. For Example provides minimum 
content of the Valuation Report as specified in the 
said Rules, Code of Conduct of Registered Valuers.

To Conclude

Though the compliance with the Valuation 
Standards 2018 are recommendatory for chartered 
accountants who are not enrolled with ICAI 
Registered Valuers Organisation for Valuation 
under any Statute except under the Companies Act, 
2013, we encourage you to follow the Valuation 
Standards 2018 so as to adopt uniform and best 
practices. 
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