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THE INTERNATIONAL VALUATION STANDARDS COMMITTEE – BACKGROUND NOTE

THE NEED FOR STANDARDS

The valuation of assets and liabilities is a fundamental component of any investment decision, and it clearly is important that there is confidence that valuations are provided to a universally recognised standard. The goal of the IVSC is to develop robust and transparent procedures for performing international valuations on the basis of a single set of globally recognized valuation standards that will be accep​table to the world's capital markets.
THE INTERNATIONAL VALUATION STANDARDS COMMITTEE

Background

The International Valuation Standards Committee (IVSC) has been in existence for more than 25 years.   Its origins were in the need identified by a number of professional bodies from around the world for uniformity in the valuation approaches used in real estate markets.  Over the past decade it has evolved and expanded and now produces standards for many types of assets, including plant and equipment, intangible assets and businesses, and for different applications such as financial reporting and bank lending.   

The International Valuation Standards (IVS) are already recognised and accepted by a wide range of organisations including the 

· IVS adopted as national standards, for example, in Australia, New Zealand, Romania, Turkey, South Africa

· IVS adopted within national standards, for example, in UK and Ireland

· Countries working towards adoption of IVS include The Philippines and Columbia 

· IVS recommended for use for real estate valuation for financial reporting purposes by European Public Real Estate Association and European Association for Investors in Non-listed Real Estate Vehicles. The Asian Public Real Estate Association is developing a best practices handbook that recommends use of IVS

· The UK Financial Services Authority required valuation reports for property companies to be prepared under either UK national standards or IVS

· Hong Kong Securities and Futures Commission Code on Real Estate Investment Trusts (REITs) requires valuations under HK national standards or IVS. Draft REITs legislation published by the Securities and Exchange Board of India proposes similar requirement
· In July 08, the Spanish Comisión Nacional del Mercado de Valores (CNMV) published recommendations to valuation companies and real estate companies stating, inter alia, that a valuation report must comply with requirements established by IVS and IFRS
· European Commission proposing draft regulation that for EU mortgage credit markets, member states have valuation standards that comply with IVS or European valuation standards 
· IVS linked to IAS 40, Investment Property in the discussion on Guidance on Fair Value in the Basis for Conclusions
While these developments amount to good progress towards the objective of having a single set of high quality valuation standards used throughout the world, much work remains to be done. The historic base of the IVSC rests with real estate valuation. A major challenge for the IVSC is the growing demand for the development of valuation standards to embrace the valuation of other types of asset and liability. It is clear that there is significant commonality between the process of valuing an intangible asset, a financial instrument, a tangible assets or even a whole business enterprise. Allowing parallel standards to develop for different asset classes would be a retrograde step.

Restructuring the IVSC

As demand has increased for valuation standards in different sectors and markets, it became clear to IVSC that its previous constitution and structure no longer could provide it with the legitimacy or resources required to meet the challenges provided by the global markets and the pace at which they change.  

In 2007 the membership of IVSC agreed a restructuring plan, which will result in a fundamental change in the organisation following the forthcoming general meeting in Kuala Lumpur at the end of October 2008. 

Membership of IVSC will now be open to users, providers, professional institutes, educators and regulators of valuation services.  Governance and fund raising will be the responsibility of a Board of Trustees.  The Trustees will be responsible for appointing a Standards Board that will be responsible for producing future standards.  The Board will be autonomous, having control over both its agenda and the content of the standards.  The Trustees are charged with ensuring that the members, who will serve for a maximum of two three year terms, are both suitably experienced and representative of different sectors and geographic regions.

A Professional Board is also to be formed to promote professional and educational standards for valuation.

The membership of the three boards will be announced in October 2008.

The transformation to the new organisation is being overseen by an interim board of trustees whose members include:

· Roel C Campos, commissioner of the US Securities and Exchange Commission 2002-2007; former vice chair of the Technical Committee of the International Organization of Securities Commissions (IOSCO). Currently Partner In Charge, Washington DC Office, Cooley Godward Kronish 

· Christopher Jonas, CBE, past president, The Royal Institution of Chartered Surveyors. Senior adviser at Lazard; member of the joint ventures board of Bank of Scotland and chairman of Henderson Global Property Companies Ltd 

· Jean-Florent Rérolle, managing director, Houlihan Lokey Howard & Zukin and co-head, Financial Advisory Services in Europe. Chairman Société Française des Evaluateurs 

· Jens Røder, senior partner, PricewaterhouseCoopers Denmark. Trustee, International Accounting Standards Committee Foundation (IASCF) 1999-2006. Senior adviser to the IASCF trustees on IFRS implementation in Europe. Chairman European Federation of Accountants (FEE) 1995-96 

· Michael Sharpe, director of the Australian Securities Exchange and Babcock & Brown Limited and formerly, senior partner at Coopers & Lybrand. Chairman International Accounting Standards Committee 1995-1998 

· Joseph J Vella, immediate past chairman of the International Valuation Standards Committee and Managing Director, Americas, Financial Advisory Services Group, Cushman & Wakefield 

· Mr Zhigang Zhu, Vice-Minister, Chinese Ministry of Finance (MOF). Mr Zhu is President of the China Appraisal Society 

Providing the financial resources

Financial contributions from organizations committed to the development of high quality global standards for valuation are being sought to support the IVSC during the initial three years of its restructuring programme. In these early days of fundraising commitments have been received from global valuation providers such as Ernst & Young, Duff & Phelps, Houlihan Lokey Howard & Zukin, American Appraisal Associates.  National institutes including the Appraisal Institute of Canada, Canadian Institute of Chartered Business Valuators, China Appraisal Society, UK Royal Institution of Chartered Surveyors, Russian valuation societies, US Appraisal Institute, US Appraisal Foundation are also supporting the IVSC. The Chinese Ministry of Finance has pledged support.  The City of London Corporation has approved financing to locate the headquarter office for the restructured IVSC in the City. 
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