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Section 247 is a new 
section introduced under 
the Companies Act, 
2013. It seeks to provide 
valuation in respect of 
any property, shares, 
debentures, securities, 
good will or any other 
assets or net worth 
of a company or its 
assets or its liabilities. 
Such valuation shall 
be carried out only by 
the registered valuer. 
The Insolvency and 
Bankruptcy Board of 
India (IBBI) has been 
assigned the role of 
granting registration 
of valuers. Under the 
Valuation Rules, the 
provisions relating 
to registration 
procedure have also 
been prescribed and 
the person desirous 
for registration may 
have to pass certain 
examination conducted 
or arranged by the IBBI. 
The Valuation Rules 
also expects from the 
registered valuers to 
follow the code of ethics 
and standards. Read 
on to know more about 
the issues in registered 
valuers and valuation…

1. Introduction 

Black’s Law Dictionary defines 
Valuation and Valuer as the act 
of ascertaining/ estimating the 
worth of a thing and as a person, 
whose business is, to appraise 
or set a value upon property, 
respectively. Thus, valuation is 
an exercise to assess the worth 
of an enterprise or a property. 
In a merger or amalgamation 
or demerger or acquisition, 
valuation is certainly needed. 
It is essential to fix the value of 
the shares to be exchanged in 
a merger or the consideration 
payable for an acquisition.
2. Section 247 of 
Companies Act, 2013

Chapter XVII of the Companies 

Act, 2013 deals with the 
provisions of Registered Valuers. 
This Chapter contains only one 
section, which is Section2471. 
Its sub-section (1) provides 
that where a valuation is 
required to be made in respect 
of any property, stocks, shares, 
debentures, securities or goodwill 
or any other assets or net worth 
of a company or its liabilities 
under the provision of this Act, 
it shall be valued by a person 
having such qualifications and 
experience,  registered as a 
valuer and being a member of 
an organisation recognised, in 
such manner, on such terms and 
conditions as may be prescribed 
and appointed by the audit 
committee or in its absence by 

1 Enforced with effect from 18-10-2017.
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the Board of Directors of that 
company. 

The concept of Registered Valuers 
has first time been included under 
the provisions of Companies 
Act, 2013. There is no such 
corresponding section under the 
old Companies Act, 1956. 

2.1. Ethical & Professional 
Standards: Section 247(2) 
provides that the valuer 
appointed under sub-section (1) 
shall,—

a. make an impartial, true 
and fair valuation of any 
assets which may be 
required to be valued;

b. exercise due diligence 
while performing the 
functions as valuer;

c. make the valuation 
in accordance with 
such rules as may be 
prescribed; and

d. not undertake valuation 

of any assets in which he 
has a direct or indirect 
interest or becomes 
so interested at any 
time during a period of 
three years prior to his 
appointment as valuer 
or three years after the 
valuation of assets was 
conducted by him.

2.2. Offences and Punishment: 
� Matters other than 

fraud: In terms of 
Section 247(3) if a 
valuer contravenes the 
provisions of this section 
or the rules made there 
under, the valuer shall 
be punishable with 
fine which shall not be 
less than twenty-five 
thousand rupees but 
which may extend to one 
lakh rupees:

� Matters involving 
fraud: Where the valuer 

has contravened such 
provisions with the 
intention to defraud the 
company or its members, 
he shall be punishable 
with imprisonment for a 
term which may extend 
to one year and with fine 
which shall not be less 
than one lakh rupees but 
which may extend to five 
lakh rupees.

2.3. Return of Professional fee 
and damages: Where a valuer 
has been convicted under section 
247(3), he shall be liable to—

i. refund the remuneration 
received by him to the 
company; and 

ii. pay for damages to the 
company or to any other 
person for loss arising 
out of incorrect or 
misleading statements of 
particulars made in his 
report.

3. Requirement of Valuation Report 
3.1. Under the Companies Act, 2013:

S.No. Section Particulars
1. 62(1)(c) Further issue of share capital:

62. (1) Where at any time, a company having a share capital proposes to increase its 
subscribed capital by the issue of further shares, such shares shall be offered—
(c) to any persons, if it is authorised by a special resolution, whether or not those 
persons include the persons referred to in clause (a) or clause (b), either for cash or for a 
consideration other than cash, if the price of such shares is determined by the valuation 
report of a registered valuer, subject to the compliance with the applicable provisions of 
Chapter III and any other conditions as may be prescribed.

2. 192(2) Restriction on non-cash transactions involving directors:
192 (2) The notice for approval of the resolution by the company or holding company in 
general meeting under sub-section (1) shall include the particulars of the arrangement 
along with the value of the assets involved in such arrangement duly calculated by a 
registered valuer.

3. 230(2)(c) (v) Power to compromise or make arrangements with creditors and member: 
230(2) (2) The company or any other person, by whom an application is made under 
sub-section (1), shall disclose to the Tribunal by affidavit—
(c) any scheme of corporate debt restructuring consented to by not less than seventy-
five per cent of the secured creditors in value, including—
(v) a valuation report in respect of the shares and the property and all assets, tangible 
and intangible, movable and immovable, of the company by a registered valuer. 

Valuation



www.icai.orgTHE CHARTERED ACCOUNTANT    AUGUST 201998

262

4. 230(3) Power to compromise or make arrangements with creditors and member:
230(3) Where a meeting is proposed to be called in pursuance of an order of the Tribunal 
under sub-section (1), a notice of such meeting shall be sent to all the creditors or class 
of creditors and to all the members or class of members and the debenture-holders of 
the company, individually at the address registered with the company which shall be 
accompanied by a statement disclosing the details of the compromise or arrangement, a 
copy of the valuation report, if any, and explaining their effect on creditors, key managerial 
personnel, promoters and non-promoter members, and the debenture-holders and the 
effect of the compromise or arrangement on any material interests of the directors of the 
company or the debenture trustees, and such other matters as may be prescribed.

5. 232(2)(d) Merger and amalgamation of companies;

232(2) Where an order has been made by the Tribunal under sub-section (1), merging 
companies or the companies in respect of which a division is proposed, shall also be 
required to circulate the following for the meeting so ordered by the Tribunal, namely:
(d) the report of the expert with regard to valuation, if any; 

6. 232(3)(h)(B)  Merger and amalgamation of companies:
232 (3) The Tribunal, after satisfying itself that the procedure specified in sub-sections (1) 
and (2) has been complied with, may, by order, sanction the compromise or arrangement 
or by a subsequent order, make provision for the following matters, namely:
(h) where the transferor company is a listed company and the transferee company is an 
unlisted company,—
(B) if shareholders of the transferor company decide to opt out of the transferee 
company, provision shall be made for payment of the value of shares held by them and 
other benefits in accordance with a pre-determined price formula or after a valuation is 
made, and the arrangements under this provision may be made by the Tribunal: 

7. 236(2) Merger and amalgamation of companies:
236(2): The acquirer, person or group of persons under sub-section (1) shall offer to 
the minority shareholders of the company for buying the equity shares held by such 
shareholders at a price determined on the basis of valuation by a registered valuer in 
accordance with such rules as may be prescribed.

8. 281(1)(a) Submission of report by Company Liquidator:
281. (1) Where the Tribunal has made a winding up order or appointed a Company 
Liquidator, such liquidator shall, within sixty days from the order, submit to the Tribunal, 
a report containing the following particulars, namely:—
(a) the nature and details of the assets of the company including their location and value, 
stating separately the cash balance in hand and in the bank, if any, and the negotiable 
securities, if any, held by the company:

Provided that the valuation of the assets shall be obtained from registered valuers for this 
purpose;

3.2. Under the Insolvency and Bankruptcy Code, 2016:
S.No. Section Particulars
1. 59(3)(b)(ii) VOLUNTARY LIQUIDATION OF CORPORATE PERSONS 

59(3) Without prejudice to sub-section (2), voluntary liquidation proceedings 
of a corporate person registered as a company shall meet the following 
conditions, namely:— 
(b) the declaration under sub-clause (a) shall be accompanied with the 
following documents, namely:—
(ii) a report of the valuation of the assets of the company, if any prepared by a 
registered valuer;
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3.3. Regulatory aspects under SEBI Regulations:
S.No. Regulation Particular Regulation Name 

1. 28 Pricing in Public issue SEBI (Issue of Capital and disclosure Requirements) 
Regulations, 2018. 

2. 15 Offer Price SEBI (Delisting of Equity Shares) Regulations, 2009.
3. 7 Pricing of Sweat Equity Shares SEBI (Issue of Sweat Equity) Regulations, 2002.
4. 8 Offer Price SEBI (Substantial Acquisition of Shares and 

Takeovers) Regulations, 2011.

4. Valuation Rules 

The Central Government vide 
its Notification No. NO.GSR 
1316(E) [F.NO.1/27/2013-
CL-V], Dated 18-10-2017 
has notified the Companies 
(Registered Valuers and 
Valuation) Rules, 2017 (The 
Valuation Rules).
4.1. Registration of 
Valuer: In terms of the said 
Rules, a valuer is required 
to obtain registration 
from the Insolvency and 
Bankruptcy Board of India 
(IBBI) established under the 
Insolvency and Bankruptcy 
Code, 2016 (IB Code). Thus, 
IBBI shall be the Registration 
Authority for the purpose of 
granting recognition to the 
valuer for undertaking the 
valuation assignments and 
no person shall practice as 
a registered valuer without 
obtaining a certificate of 
registration. Any person who, 
without obtaining the license 

from the IBBI, practices of 
valuer or holds himself/ itself 
out as a registered valuer, 
shall be punishable as per the 
provisions of the Section 247(3) 
of the Companies Act, 2013.  
4.2. Qualifications and 
Experience: In terms of the 
Rule 4 of the Valuation Rules, 
an  individual shall have the 
following qualifications to be 
eligible for registration under:
� Post-graduate degree, 

in the specified 
discipline, from a 
University established, 
recognised or 
incorporated by law in 
India and at least three 
years of experience 
in the discipline 
thereafter; or

� A Bachelor’s degree, 
in the specified 
discipline, from a 
university established, 
recognised or 
incorporated by law in 

India and at least five 
years of experience 
in the discipline 
thereafter; or

� Membership of a 
professional institute 
set up under an Act 
of Parliament enacted 
for the purpose 
of regulation of a 
profession with at least 
three years’ experience 
after such membership. 

Explanation-I- For the 
purposes of this clause the 
‘specified discipline’ shall 
mean the specific discipline 
which is relevant for valuation 
of an asset class for which 
the registration as a valuer 
or recognition as a registered 
valuers organisation is sought 
under these rules.
Explanation-II.- Qualifying 
education and experience  for 
various asset classes, is given 
in an indicative manner 
in Annexure-IV of these rules.

Educational Qualification and Experience for Registration as Valuer.

Asset Class Eligibility Experience in Specified 
discipline Qualification 

Plant and Machinery (i) Graduate in Mechanical, Electrical, 
Electronic and Communication, 
Electronic and Instrumentation, 
Production, Chemical, Textiles, 
Leather, Metallurgy, or Aeronautical 
Engineering, or Graduate in Valuation 
of Plant and Machinery or equivalent;

(ii) Post Graduate on above courses.

i. Five Years
ii. Three years 
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Land and Building (i) Graduate in Civil Engineering, 
Architecture, or Town Planning or 
equivalent;

(ii) Post Graduate on above courses and 
also in valuation of land and building 
or Real Estate Valuation (a two-year full 
time post-graduation course).

i. Five Years
ii. Three years

Securities or Financial Assets (i) Member of Institute of Chartered 
Accountants of India, Member of 
Institute of Company Secretaries of 
India, Member of the Institute of 
Cost Accountants of India, Master 
of Business Administration or Post 
Graduate Diploma in Business 
Management (specialisation in finance).

(ii) Post Graduate in Finance.

Three Years 

Any other asset class along with corresponding qualifications and experience in accordance with rule 4 as 
may be specified by the Central Government.
Note.- The eligibility qualification means qualification obtained from a recognised Indian University or 
equivalent Institute whether in India or abroad.

Explanation III.—For the 
purposes of this rule and 
Annexure IV, ‘equivalent’ 
shall mean professional and 
technical qualifications which 
are recognised by the Ministry 
of Human Resources and 
Development as equivalent to 
professional and technical degree.

4.3. Eligibility criteria for being 
a Registered Valuer: 

4.3.1. Individual: In terms of 
Rule 3(1) of the Valuation Rules, 
a person shall be eligible to be a 
registered valuer if he -

a. is a valuer member of 
a registered valuers 
organisation;
 Explanation.- For 

the purposes of 
this clause, “a 
valuer member” 
is a member of a 
registered valuers 
organisation who 
possesses the 
requisite educational 
qualifications and 

experience for 
being registered as a 
valuer;

b. is recommended by 
the registered valuers 
organisation of which he 
is a valuer member for 
registration as a valuer;

c. has passed the valuation 
examination under rule 
5 within three years 
preceding the date of 
making an application 
for registration under 
rule 6;

d. possesses the 
qualifications and 
experience as specified in 
rule 4;

e. is not a minor;
f. has not been declared to 

be of unsound mind;
g. is not an undischarged 

bankrupt, or has not 
applied to be adjudicated 
as a bankrupt;

h. is a person resident in 
India;

 Explanation.- For 
the purposes of 
these rules ‘person 
resident in India’ 
shall have the same 
meaning as defined 
in clause (v) of 
Section 2 of the 
Foreign Exchange 
Management Act, 
1999 (42 of 1999) as 
far as it is applicable 
to an individual;

i. has not been convicted 
by any competent court 
for an offence punishable 
with imprisonment 
for a term exceeding 
six months or for an 
offence involving moral 
turpitude, and a period 
of five years has not 
elapsed from the date of 
expiry of the sentence:
 Provided that 

if a person has 
been convicted of 
any offence and 
sentenced in 
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 respect thereof to 
imprisonment for a 
period of seven years 
or more, he shall 
not be eligible to be 
registered;

j. has not been levied a 
penalty under section 
271J of Income-tax 
Act, 1961 (43 of 1961) 
and time limit for 
filing appeal before 
Commissioner of 
Income-tax (Appeals) 
or Income-tax Appellate 
Tribunal, as the case 
may be has expired, or 
such penalty has been 
confirmed by Income-
tax Appellate Tribunal, 
and five years have not 
elapsed after levy of such 
penalty; and

k. is a fit and proper person:

Explanation - For determining 
whether an individual is a fit and 
proper person under these rules, 
the authority may take account 
of any relevant consideration, 
including but not limited to the 
following criteria -

i. integrity, reputation and 
character,

ii. absence of convictions 
and restraint orders, and

iii. competence and financial 
solvency

4.3.2. Partnership Entity/ 
Limited Liability Partnership 
(LLP)/ Company: Rule 3(2) 
provides that, no partnership entity 
or company shall be eligible to be a 
registered valuer if -

a. it has been set up for 
objects other than for 
rendering professional 
or financial services, 
including valuation 

services and that in the 
case of a company, it 
is  a subsidiary, joint 
venture or associate of 
another company or body 
corporate;

b. it is undergoing an 
insolvency resolution 
or is an undischarged 
bankrupt;

c. all the partners or 
directors, as the case 
may be, are not ineligible 
under clauses (c), (d), 
(e), (f) (g), (h), (i), (j) and 
(k) of sub-rule (1);

d. three or all the partners 
or directors, whichever is 
lower, of the partnership 
entity or company, as 
the case may be, are not 
registered valuers; or

e. none of its partners or 
directors, as the case may 
be, is a registered valuer 
for the asset class, for 
the valuation of which it 
seeks to be a registered 
valuer.

Case Law: In the case of Cushman and Wakefield India (P.) Ltd. V. 
Union of India, W.P. (C) Nos. 9883, 9889, 9890, 9927 of 2018 CM Nos. 
38508, 38522, 38524, 38673 of 2018, January 31, 2019, the High Court 
of Delhi interpreted Section 247 read with Rule 3 of the Valuation 
Rules and opined that a company, other than a subsidiary company, 
joint venture or associate of other company can form a separate class 
for purpose of eligibility for registration as a valuer under Companies 
(Registered Valuers & Valuation) Rules, 2017.  In other words the 
exclusion of a subsidiary company, joint venture or associate of other 
company, for the purpose of eligibility for registration as valuer is 
reasonable.
The aforesaid classification is founded on intelligible differentia and 
is reasonable and rule 3(2) is not unconstitutional for violating article 
14, article 19(1)(g) and article 301 of Constitution of India. Thus only 
companies other than subsidiary companies, associate companies and 
joint ventures are eligible for purpose of registration as valuer.

5. Valuation Standards 

Rule 19 provides that the Central 
Government may constitute 
a Committee to be known 

as “Committee to advise on 
valuation matters” to make 
recommendations on formulation 
and laying down of valuation 
standards and policies for 
compliance by companies and 
registered valuers.  

The Central Government shall 
notify and may modify (from time 
to time) the valuation standards 
on the recommendations of the 
aforesaid Committee. 

The Valuation Standard board 
of the Institute of Chartered 
Accountants of India has released 
the ‘ICAI Valuation Standards, 
2018’. These are effective till 
Valuation Standards are notified 
by the Central Government 
under Rule 18 of the Companies 
(Registered Valuers and 
Valuation) Rules, 2017.

A registered valuer shall make 
valuations as per the Valuation 
Standards notified from time to 
time by the Central Government. 
Until such time as the Valuation 
Standards are notified by the 
Central Government, a valuer 

shall make valuations as per:
� an internationally 

accepted valuation 
methodology;
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� valuation standards 
adopted by any 
valuation professional 
organisation; or

� valuation standards 
specified by Reserve 
Bank of India, Securities 
and Exchange Board 
of India or any other 
statutory regulatory 
body.

6. Valuation Report

The valuation report shall cover: 
� background information 

of the asset being valued;
� purpose of valuation and 

appointing authority;
� identity of the valuer 

and any other experts 
involved in the valuation;

� disclosure of valuer 
interest/conflict, if any;

� date of appointment, 
valuation date and date 
of report;

� sources of information;
� procedures adopted 

in carrying out the 
valuation;

� valuation methodology;
� major factors that 

influenced the valuation;
� conclusion; and
� caveats, limitations and 

disclaimers

Code of Conduct for Registered 
Valuers

Annexure-I of Valuation Report 
provides the Model Code of 
conduct for the registered valuers:

A. Integrity and Fairness
� A valuer should in 

the conduct of his/its 
business follow high 
standards of integrity 

and fairness in all his/
its dealings with his/its 
clients and other valuers.

� A valuer should maintain 
integrity by being 
honest, straightforward, 
and forthright in 
all professional 
relationships.

� A valuer should 
endeavour to ensure 
that he/it provides 
true and adequate 
information and shall not 
misrepresent any facts or 
situations.

� A valuer should refrain 
from being involved in 
any action that would 
bring disrepute to the 
profession.

� A valuer shall keep 
public interest foremost 
while delivering his 
services. 

B. Professional Competence 
and Due Care

� A valuer should render at 
all times high standards 
of service, exercise, 
due diligence, ensure 
proper care and exercise 
independent professional 
judgment.

� A valuer should carry 
out professional services 
in accordance with the 
relevant  technical and 
professional standards 
that may be specified 
from time to time

� A valuer should 
continuously maintain 
professional knowledge 
and skill to provide 
competent professional 
service based on up-
to-date developments 

in practice,  prevailing 
regulations/guidelines 
and techniques.

� In the preparation of 
a valuation report, 
the valuer should not 
disclaim liability for his/
its expertise or deny 
his/its duty of care, 
except to the extent 
that the assumptions 
are statements of fact 
provided by the company 
and not generated by the 
valuer.

� A valuer shall not carry 
out any instruction of 
the client in so far as 
they are incompatible 
with the requirements of 
integrity, objectivity and 
independence. 

� A valuer should have 
a duty to carry out 
with care and skill, 
the instructions of the 
client insofar as they 
are compatible with 
the requirements of 
integrity, objectivity and 
independence.

C. Independence and 
Disclosure of Interest

� A valuer should act 
with objectivity in his/
its professional dealings 
by ensuring that his/
its decisions are made 
without the presence 
of any bias, conflict 
of interest, coercion, 
or undue influence 
of any party, whether 
directly connected to the 
valuation assignment or 
not.

� A valuer should not take 
up an assignment under 
the Act/Rules if he/it or 
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 any of his/its relatives 
or associates is not 
independent in relation 
to the company and 
assets being valued.

�  A valuer should 
maintain complete 
independence in his/its 
professional relationships 
and shall conduct the 
valuation independent of 
external influences.

� A valuer should wherever 
necessary disclose to the 
clients, possible sources 
of conflicts of duties and 
interests, while providing 
unbiased services.

� A valuer should not 
deal in securities of any 
subject company after 
any time when he/it 
first becomes aware of 
the possibility of his/
its association with 
the valuation, and in 
accordance with the SEBI 
(Prohibition of Insider 
Trading) Regulations, 
2015.

� A valuer should not 
indulge in “mandate 
snatching” or 
“convenience valuations” 
in order to cater to the 
company’s needs or 
client needs. A valuer 
should communicate 
in writing with a 
prior valuer if there 
is knowledge of any 
prior valuer having 
been appointed 
before accepting the 
assignment.

� As an independent 
valuer, the valuer should 
not charge success fee.

� In any fairness opinion 
or independent expert 

opinion submitted by a 
valuer, if there has been 
a prior engagement in an 
unconnected transaction, 
the valuer should declare 
the past association with 
the company.

D. Confidentiality
� A valuer should not 

use or divulge to other 
clients or any other 
party any confidential 
information about the 
subject company, which 
has come to his/its 
knowledge.

E. Information Management
� A valuer should 

ensure that he/ it 
maintains written 
contemporaneous 
records for any decision 
taken, the reasons for 
taking the decision, and 
the information and 
evidence in support 
of such decision. This 
should be maintained so 
as to sufficiently enable 
a reasonable person 
to take a view on the 
appropriateness of his/its 
decisions and actions. 

� A valuer should appear, 
co-operate and be 
available for inspections 
and investigations 
carried out by the 
Registration Authority, 
any person authorised 
by the Registration 
Authority, the 
Valuation Professional 
Organisation with 
which he/it is registered 
or any other statutory 
regulatory body. 

� A valuer should 
provide all information 
and records as 

may be required 
by the Registration 
Authority, the Tribunal, 
Appellate Tribunal, the 
Valuation Professional 
Organisation with which 
he/it is registered, or 
any other statutory 
regulatory body.

� A valuer while respecting 
the confidentiality of 
information acquired 
during the  course of 
performing professional 
services, should maintain 
proper working papers 
for a period of three 
years, for production 
before a regulatory 
authority or for a peer 
review. In the event of a 
pending case before the 
Tribunal or Appellate 
Tribunal, the record 
should be maintained till 
the disposal of the case.

F. Gifts and hospitality.
�  A valuer, or his/its 

relative should not accept 
gifts or hospitality which 
undermines or affects his 
independence as a valuer.

� A valuer should not offer 
gifts or hospitality or a 
financial or any other 
advantage to a public 
servant or any other 
person, intending to 
obtain or retain work 
for himself/ itself, or 
to obtain or retain an 
advantage in the conduct 
of profession for himself/ 
itself.

G. Remuneration and Costs.
� A valuer should 

provide services for 
remuneration which is 
charged in a transparent 
manner, is a reasonable 
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 reflection of the work 
necessarily and properly 
undertaken, and is not 
inconsistent with the 
applicable rules.

� A valuer should not 
accept any fees or 
charges other than those 
which are disclosed to 
and approved by the 
persons fixing his/ its 
remuneration.

H. Occupation, employability 
and restrictions.
� A valuer should refrain 

from accepting too 
many assignments, if 
he/it is unlikely to be 
able to devote adequate 
time to each of his/ its 
assignments.

� A valuer should not 
conduct business which 
in the opinion of the 
Registration Authority 
is inconsistent with 
the reputation of the 
profession.

7. Valuation Approach

The value of a company varies 
depending on which valuation 
approach has been applied 
and how input variables have 
been estimated. Whatever 
the valuation methodology is 
adopted by the valuer, it  has 
to be disclosed. The valuer 
should mention in the report the 
rationale and appropriateness 
for the adoption of a particular 
method or a combination of 
methods and emphasis/reliance 
placed on the chosen method/
combination of methods in 
reaching the final conclusion.The 
valuation approaches, commonly 
used in practice, are as under:

7.1. Asset Based Approach: The 
purpose of this approach is to 

study and revaluate the company’s 
assets and liabilities obtaining the 
substance value.  

� Book Value: It means 
the value as appearing 
in the Balance Sheet. 
However,  values on the 
Balance Sheet cannot be 
used because the book 
value seldom is the same 
as the real value except 
for the case of liabilities 
that is often accounted in 
real value. 

� Adjusted Book Value: 
The book values are 
adjusted as per the real 
value. Real Value is 
equivalent to the fair 
market value that is the 
value of the asset on a 
free market or present 
value of the future 
earnings from the asset 
or a group of assets.  

� Liquidation Value: It 
is the sum as estimated 
sale values of the assets 
owned by a company.

7.2. Income Based Approach: It 
is commonly called as Discounted 
Cash Flow (DCF). This approach 
constitutes estimation of the 
business value by calculating the 
present value of all the future 
benefit flows which the company 
are expected to generate.

It can be expressed as  
PV=ΣFV/(1+i)n,  Where,
PV= Present Value of FV
FV= Future Value
I = Discount rate reflecting the 
risks of the estimated future 
value
n = raised to the nth power, where 
n is the number of compounding 
period source. 

7.3. Market Based Approach:  
The market based approach 
determines company’s value 
by comparing one or more 
aspects of the subject company 
to the similar aspects of other 
companies which have an 
established market value.
� Discounted cash flow 

valuation: It relates to 
the value of an asset 
to the present value of 
expected future cash 
flows from that asset or 
group of assets. 

� Relative valuation: It 
estimates the value of an 
asset by looking at the 
pricing of ‘comparable’ 
assets relative to a 
common variable such 
as earnings, cash flows, 
book value or sales. The 
profit multiples used 
are (a) Earnings before 
interest, tax, depreciation 
and amortisation 
(EBITDA), (b) Earning 
before interest and tax 
(EBIT), (c) Profits before 
tax (PBT) and (d) Profit 
after tax (PAT). 

� Contingent Claim 
valuation: It uses 
option pricing models 
to measure the value of 
assets that have share 
option characteristics. 
Some of these assets are 
traded financial assets 
like warrants, and some 
of these options are not 
traded and are based 
on real assets. Projects, 
patents and oil reserves 
are examples. The latter 
are often called real 
options

7.4. Comparable Transaction 
Based Approach: Under this 

Valuation
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approach a comparison is made 
between the similar transactions. 
The transactions may be 
Comparable, International and 
Domestic Transactions.
8. Registered Valuer 
Organisations (RVOs)
Rule 12 of the Valuation 
Rules specifies the criteria for 
eligibility for registered valuers 
organisations (RVOs). The 
organisation shall be registered 
under the Companies Law  
(under section 25 of CA 1956) 

or (under section 8 of CA 
2013) with the sole object of 
dealing with matters relating to 
regulation of valuers of an asset 
class or asset classes and it is a 
professional institute established 
by an Act of Parliament enacted 
for the purpose of regulation of a 
profession.  

Provided that, subject to sub-rule 
(3), the following organisations 
may also be recognised as a 
registered valuers organisation for 
valuation of a specific asset class 

or asset classes, namely:
a. an organisation 

registered as a society 
under the Societies 
Registration Act, 1860 
(21 of 1860) or any 
relevant state law, or;

b. an organisation set up as 
a trust governed by the 
Indian Trust Act, 1882  
(2 of 1882).

The following organisations have 
so far been registered by the IBBI 
as RVOs:

Name of RVO Asset Class
1. Institution of Estate Managers and Appraisers Land and Building, Plant and Machinery and 

Securities or Financial Assets
2. IOV Registered Valuers Foundation Land and Building, Plant and Machinery and 

Securities or Financial Assets
3. ICSI Registered Valuers Organisation Land and Building, Plant and Machinery and 

Securities or Financial Assets
4. The Indian Institution of Valuers Land and Building, Plant and Machinery and 

Securities or Financial Assets
5. ICMAI Registered Valuers Organisation Land and Building, Plant and Machinery and 

Securities or Financial Assets
6. ICAI Registered Valuers Organisation Securities or Financial Assets
7. PVAI Valuation Professional Organisation Land and Building, Plant and Machinery and 

Securities or Financial Assets

8. CVSRTA Registered Valuers Association Land and Building and  Plant and Machinery
9. Association of Certified Valuators and 

Analysts
Securities or Financial Assets

10. CEV Integral Appraisers Foundation Land and Building, Plant and Machinery and 
Securities or Financial Assets

11. Divya Jyoti Foundation Land and Building, Plant and Machinery and 
Securities or Financial Assets

9. Summary  
Section 247 is a new section 
introduced under the 
Companies Act, 2013. It 
seeks to provide valuation 
in respect of any property, 
shares, debentures, securities, 
good will or any other assets 
or net worth of a company or 

its assets or its liabilities. Such 
valuation shall be carried out 
only by the registered valuer. 
The IBBI has been assigned the 
role of granting registration of 
valuer.  Under the Valuation 
Rules, the provisions relating to 
registration procedure have also 

been prescribed and the person 
desirous for registration may 
have to pass certain examination 
conducted or arranged by the 
IBBI. The Valuation Rules also 
expects from the registered 
valuers to follow the code of 
ethics and standards.

Valuation

The only real mistake is the one from which we learn nothing. - John Powell


