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QUESTION 1

Below is a partial listing of possible scenarios in_________________. 

-100 % control 

-More than a majority or supermajority, but less than 100% 

-More than 50% but less than a supermajority, where state statutes or articles of incorporation require a 

supermajority 

-50 % 

-Less than 50 % but "effective control" 

-Minority shares that control by voting block 

A. Control spectrum 

B. Control or lack of control spectrum 

C. Discount for lack of control or minority discounts 

D. B and C both are the same 

Correct Answer: D 

 

QUESTION 2

The advantages of having a formal, independent outside appraisal, kept current with periodic updates are many. From a
business planning perspective, the typical strong (management/ownership relationship) in a closely held business often
requires a valuation study in order to support: 

A. Various ownership strategies 

B. Business directions and investments alternatives 

C. Professionally prepared approvals 

D. Acceptable valuation philosophy 

Correct Answer: AB 

 

QUESTION 3

A common first step in ratio analysis of financial statements is to prepare what are sometimes called
____________________. On these statements, each line item is expressed as a percentage of the total. For example,
on the balance sheet, each line is shown as a percentage of total assets. 

A. Pre-analysis statements 
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B. Common-size statements 

C. Short-term analysis 

D. Status diagnosis analysis 

Correct Answer: B 

 

QUESTION 4

Buy-sell agreement in which issuing corporation or partnership buys the interest from the transferring party or from the
deceased party is called: 

A. Repurchase agreement 

B. Entity purchase agreement 

C. Redemption agreement 

D. Cross purchase agreement 

Correct Answer: ABC 

 

QUESTION 5

The market approach, income approach, and asset approach, or a combination of these, are all used to value marital
property, but the courts seem to be leery of: 

A. New approaches that have not gained wide acceptance in the valuation community. 

B. New approaches that have gained wide acceptance in the valuation community. 

C. New approaches and old approaches that have not gained wide acceptance in the valuation community. 

D. Evidence of sale of comparable practice\\' 

Correct Answer: A 

 

QUESTION 6

Most companies carry accounts receivable and deduct some allowance for potentially uncollectible accounts. The
typical policy is to ________ the allowance for doubtful accounts at the end of each month by a percentage of that
month\\'s _______. 

A. Increase, Credit sales 

B. Increase, Credit purchases 

C. Decrease, Credit sales 

D. Decrease, Unearned Revenue 
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Correct Answer: A 

 

QUESTION 7

There is a general consensus among appraisers that there is little or no difference in controlling interest market values
between S corporations and C corporations under most circumstances, and that any difference depends on: 

A. Finding a seller that there may be differences in value at the shareholder level for noncontrolling interests. 

B. Finding a buyer that there may be differences in value at the shareholder level for noncontrolling interests. 

C. Finding a dealer that there may be differences in value at the shareholder level for non- controlling interests. 

D. Finding a broker that there may be differences in value at the shareholder level for non- controlling interests. 

Correct Answer: B 

 

QUESTION 8

The fundamental risk measures and their correlation coefficient with observed equity risk premiums are as follows
EXCLUDING: 

A. Operating margin 

B. Volatility of earnings or cash flows 

C. Coefficient of variation of return on book value of equity 

D. Coefficient of variation of operating margins 

Correct Answer: B 

 

QUESTION 9

Fair market value is defined as the price at which the property would change hands between a willing buyer and a
willing seller when: 

A. Parallel regulation is there 

B. Parties have sufficient knowledge base 

C. Neither is under any compulsion to buy, or to sell, both parties having reasonable knowledge of the facts 

D. Courts have final jurisdiction over tax matters 

Correct Answer: C 

 

QUESTION 10
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The discount rate is a market-driven rate. It represents the expected yield rate-or rate of return-necessary to induce: 

A. Investors to commit available funds to the subject investment, given its level of risk 

B. Yield rate 

C. Dividends 

D. Investment yield 

Correct Answer: A 

 

QUESTION 11

"Fair value" means the value of the corporation\\'s shares determined: 

A. Immediately after the effectuation of the corporate actions to which the shareholder objects 

B. Using customary and current valuation concepts and techniques generally employed for similar businesses in the
context of the transaction requiring appraisal 

C. Without discounting for lack of marketability or minority status except, if appropriate, for amendments to the articles... 

D. That the majority states use the pre-1999 definition 

Correct Answer: BC 

 

QUESTION 12

The analyst should be curious about the proprietary products and services, especially: 

A. Benefits attributable to brand name, trademarks copyrights or patents 

B. Favorable supplier contracts 

C. The unique characteristics that generate a comparative advantage over their competition 

D. Intangible assets 

Correct Answer: C 

 

QUESTION 13

1- _____________ 1+ premium This is a formula for: 

A. Converting a control premium 

B. Identifying a total of shareholders 

C. Converting a control premium to a market based premium 
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D. Converting a control premium to an implied minority discount 

Correct Answer: D 

 

QUESTION 14

Which of the following factors is NOT considered, among others, when determining if quantitative adjustments to the
sales comparison data are necessary? 

A. Age of each transaction 

B. Land-to-building ratio of each property 

C. Absolute location and relative location of each property in relation to population centers, highways, and so forth 

D. Safety aspects of each property 

Correct Answer: D 

 

QUESTION 15

_________________ is computed by reverse re-engineering the price of a publicly traded option on the same
underlying stock. This is the one when used in the Black-Scholes model along with the other four known variables
results in a calculated value that matches the market price of the publicly traded options. 

A. Implied price volatility 

B. Volatility of closely held companies 

C. Historical price volatility 

D. Both A and C 

Correct Answer: A 
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