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Potential Cooperation with the IVSC:
Staff paper
1.
Recently, the International Valuations Standards Committee (IVSC) has corresponded with the International Accounting Standards Board (IASB) to raise the possibility of greater cooperation between the two organizations and potentially formal recognition of such cooperation by the IASB.  (A description of the IVSC, prepared by the IVSC, is attached.)
2.
Since its inception, the IASB has met with the IVSC on numerous occasions.  However, the IVSC’s request for greater and more formalized cooperation reflects the IVSC’s reconstituting itself into a structure similar to the IASC Foundation’s and a general recognition that the valuation techniques are increasingly relevant to financial reporting.  
3.
In terms of the IASB’s approach to valuation and other specialized issues, the IASB attempts to establish accounting standards that are understandable and that can be consistently applied.  From time to time, the IASB must draws upon disciplines other than accounting.  For example, a standard on extractive industries necessarily draw on geology and petroleum engineering.  In those situations, the IASB consults with experts to ensure that its using of specialized concepts is adequate to provide consistent application.  The IASB treats the issue of valuation in a similar vein, though general valuation issues may be more pervasive and the IASB does not possess significant expertise in this area.  One case where valuation expertise has been required is the establishment of the Expert Advisory Group in response to the credit crisis.  This group is assisting in developing guidance for valuation of assets in illiquid markets.

3.
Already existing cooperation with the IVSC demonstrates that the IASB believes that some form of relationship is beneficial.  However, the question to be answered by the Trustees is how formalized that relationship should be.  First, it is noted that that International Valuation Standards (IVS) are not yet accepted by all countries committed to IFRSs.  At the same time, it is uncertain that the current IASC Foundation Constitution would permit formal recognition of such a relationship by the IASB.  The Constitution calls for formal relationships with accounting standard-setters, but does not express a view on other standard-setting bodies.
4.
Establishing a formalized relationship with the IVSC without considering the issues described above could have unintended consequences.  Other standard-setting organizations, such as Basel Committee, the International Auditing and Assurance Standards Board, and actuarial, engineering, and scientific bodies (among others), would inevitably seek similar arrangements.  Staff recommends that the Trustees consider the issue of formalized cooperation with non-accounting standard-setting bodies to be a question asked as part of the second stage of the Constitution Review.

5.
The IASB and staff are asking for the views of the Trustees on this issue.
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