International Professional Standards
Today, you will hear:
1. What are standards?
2. Why do we need global standards?
3. What are the challenges for appraisers, valuators and
valuers (collectively, valuers) in the economic and
business worlds?
4. What are the International Professional Standards?
5. Developing the valuation profession: why is this important
to me?
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WHAT ARE STANDARDS?
…a level of quality or attainment
…something considered by an authority or by general
consent as a basis of comparison
…a level of quality and achievement that is considered
acceptable or desirable
…ultimately, benchmarks by which we are judged!
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WHAT ARE STANDARDS?
Standards fit into two categories:
Standards that govern the valuation process and
reporting (Valuation or Technical Standards)
-generally accepted principles of valuation and procedures
for the undertaking and reporting of valuations
Standards that govern the competency of the valuer
(Professional Standards)
-codes and benchmarks for the conduct, capability and
competency of professional valuers
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Why do we need global standards?
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WHY DO WE NEED GLOBAL STANDARDS?
“valuation issues are at the heart of today’s modern, marketbased, and risk-sensitive financial systems”
- Christian Noyer, Governor, Banque de France

“Transparency on asset valuation is necessary to …assess the
capital position of banks and also to facilitate market transactions.”
- Mario Draghi, President, ECB
“we call on the accounting standard setters to work urgently
with supervisors and regulators to improve standards on
valuation"
- G20 London Summit – Leaders’ Statement, 2009
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WHY DO WE NEED GLOBAL STANDARDS?
Global standards build trust in valuation.

A global economy needs global consistency in all jurisdictions
Cross border investors increasingly seek internal consistency in
valuations
Accounting is global with International Financial Reporting
Standards (IFRSs); many accounting standards require valuation
Underlying valuation principles and concepts related to
professionalism are universal
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What are the challenges for valuers?
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WHAT ARE THE CHALLENGES FOR VALUERS?
In recent times, the spotlight has shone on valuers for
numerous reasons.
Banking, real estate and other sectors experienced material
losses in the recent economic crisis
Valuation issues were viewed as part of the problem
Accounting standards setters (IASB, FASB) and regulators (SEC,
PCAOB, IFIAR) raised concerns (and still do) regarding
inconsistent application of valuation concepts and potential for
management bias and fraud
Risks are created by differences in valuation credentials
Market confusion
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WHAT ARE THE CHALLENGES FOR VALUERS?
Where are we now?
Expertise has developed according to culture, statute and
convention
Fragmentation of expertise exists
Legislation has unintended consequences
Valuation is regarded as a technique rather than a profession
Varying qualifications prevail
Profession lacks recognition by regulators and others
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WHAT ARE THE CHALLENGES FOR VALUERS?
Valuers need to show professionalism and raise the
profession’s profile. Global standards are the foundation in
the process.

Valuers are part of a global community
Common definitions and principles for benchmarking
Increased standing in the client/public’s perception
Consistency of standards for all valuations
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WHAT ARE THE CHALLENGES FOR VALUERS?
The stakeholders across the valuation arena include:
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What are the International
Professional Standards, or IPSs?
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WHAT ARE THE IPSS?
The Competency Framework for Professional Valuers
outlines the competencies necessary for a professional
valuer.

Professional
Knowledge

Professional
Skills

Professional
Values

Ethics

Behaviour

PROFESSIONAL COMPETENCIES
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WHAT ARE THE IPSS?

Professional standards for VPOs to incorporate into the
education and development of their members for
achieving and maintaining competence
Aim to harmonise
o Core education requirements
o Professional conduct and ethics
o Effective self-regulation
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WHAT ARE THE IPSS?
The benefits of the IPSs are:

Provide more competent valuation services
Lead to the development of high quality valuation
qualifications
Provide common international standards
Contribute to strengthened public trust
Facilitate global mobility
Build a strong coherent globally recognised valuation
profession
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WHAT ARE THE IPSS?
What is the process for developing the IPSs?
Developed roadmap to strategise and plan
Developed framework to outline education concepts
Initial research conducted on existing professional
standards
Professional Board formed committees of its Board
members
Committees developed a framework to collect initial data
and assess common competencies
Committees engaged working groups from around the
world
IPSs to be released for exposure
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WHAT ARE THE IPSS?
The standards leveraged include:

American Society of Appraisers (ASA)
Royal Institution of Chartered Surveyors (RICS)
Appraisal Institute of Canada (AIC)
Institute of Valuers and Appraisers of Singapore (IVAS)
China Appraisal Society (CAS)
Canadian Institute of Chartered Business Valuators (CICBV)
American Institute of Certified Public Accountants (AICPA)
Chartered Professional Accountants (CPA Canada)
The Appraisal Foundation (TAF)
International Institute of Business Valuers (IIBV)
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WHAT ARE THE IPSS?
The IPSs Framework establishes the educational concepts.
Capability is the ability to perform certain actions that
enable the professional valuer to perform the role
o Consist of professional skills and ethics (values and
attitudes that guide behaviour)
o Do not vary in terms of ability to perform actions

Competence is possession of the required skill, knowledge
and capacity to do something well and requires:
o Capabilities of professional skills and ethics
o Appropriate level of technical knowledge
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WHAT ARE THE IPSS?
The IPSs are about competence:
Possession of the required skill, knowledge and capacity to do
something well
Requires the capabilities of professional skills, professional
values, ethics and attitudes and the appropriate level of
technical knowledge
Acquired through learning and development
Impacted by the complexity of the asset or liability class
subject to valuation and the complexity of the environment
Three dimensional dependence: type of asset and liability
class, purpose of the valuation and the sector in which the
asset or liability is classified
Recognises the requirement to rely on expertise of others
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WHAT ARE THE IPSS?
The components of the IPSs are:

Initial professional development (IPD) to perform the role of
a professional valuer
Continuing professional development (CPD) to renew,
modify and expand competence achieved during IPD
Assessment of effectiveness of IPD and CPD
Assessment of the compliance with the IPSs
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WHAT ARE THE IPSS?
The suite of IPSs is:

100 series is IPD
o Developing competence of the candidate to the point of
accreditation as a professional valuer

200 series is CPD
o Maintaining the professional competence throughout the
career of the professional valuer

300 series is Compliance
o Monitoring the competence of the professional valuer
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WHAT ARE THE IPSS?
The structure of the IPSs is:
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WHAT ARE THE IPSS?
What is included in IPD?

IPS 101 – entry to professional valuation accreditation
programmes
IPS 102 – professional behaviour
IPS 103 – common and specific technical knowledge level at end
of IPD
o Real estate
o Plant, machinery and equipment
o Business valuations and intangible assets

IPS 104 – required practical experience
IPS 105 – examination/assessment process
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WHAT ARE THE IPSS?
IPS 101 sets entry requirements to accreditation programmes.
VPOs prescribe the requirements
IPS 101 sets entry requirements that are neither:
o Too high causing unnecessary barriers to entry to the profession
o Too low causing false sense of succeeding

University degree or equivalent is normally a prerequisite
Make relevant information publicly available:
o pass/fail rates
o expectations and costs
o competency maps
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WHAT ARE THE IPSS?
IPS 102 integrates professional skills and ethics into
professional valuation education.

Professional skills are:
o Intellectual
o Solve problems and make decisions

o Interpersonal and communication
o Interact effectively with others

o Personal
o Attitudes and behaviour

o Organisation and diligence
o Work efficiently and effectively
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WHAT ARE THE IPSS?
IPS 102 integrates professional skills and ethics into
professional valuation education.
Ethics are moral principles that govern behaviour:
o Ethical principles
o

Integrity, objectivity, competence, confidentiality and
professional behaviour

o Commitment to public interest
o

Reputation of profession

o Professional judgement
o

Informed decisions about appropriate course of action

o Professional skepticism
o

Questioning mind

o Professional manner
o
28

Respectful and reliable
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WHAT ARE THE IPSS?
For example, IPS 102 capability areas and learning
outcomes for professional skills include:
Capability Area

Learning Outcomes

Intellectual

Demonstrates knowledge and understanding of setting
proper scope …

Interpersonal and
communication

Demonstrates knowledge and understanding of
effective oral, written, graphic and presentation skills …

Personal

Reviews own work and demonstrates pride … with a
focus on accuracy and quality

Organisation and diligence Applies appropriate tools and technology to increase
efficiency and effectiveness
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WHAT ARE THE IPSS?
For example, IPS 102 capability areas and learning
outcomes for professional skills include:
Capability Area

Learning Outcomes

Ethical principles

Analyzes alternative courses of action, determines the
ethical consequences … and … recommends … course of
action

Commitment to public
interest

Adheres to laws, regulations, policies and established
requirements

Professional
judgement

Identifies and evaluates reasonable alternatives to reach
well reasoned and informed conclusions …

Professional
skepticism

Evaluates information provided by third party specialists

Professional manner

Demonstrates commitment to… timeliness, courteousness,
respect, responsibility and reliability
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WHAT ARE THE IPSS?
IPS 103 prescribes the technical knowledge required by the
end of IPD.
Technical knowledge is the familiarity and understanding of
valuation theory, standards and process required to
prepare a credible valuation
Appropriate level is dependent upon asset class, the
purpose of the valuation and the sector in which the asset
is classified
Throughout career, technical knowledge gained during IPD
may expand or evolve
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WHAT ARE THE IPSS?
IPS 103 prescribes the technical knowledge required by the
end of IPD.
Competence areas prescribed for:
o Real estate
o Plant, machinery and equipment
o Business valuations and intangible assets

Breadth and depth of knowledge classified into:
o Common competencies for all asset classes
o Additional requirements specific to each asset class
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WHAT ARE THE IPSS?
Common competencies of IPS 103 include:

Economic theory and principles
Legal framework
Technical standards/guidelines
Valuation process
Valuation definitions
Valuation concepts and principles
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WHAT ARE THE IPSS?
Common competencies of IPS 103 include:

Valuation approaches
Valuation methods
Basis of value
Financial modelling
Subject asset/liability characteristics
Valuation by industry sectors
Transactions, eg purchase, expansion or sale of a
business
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WHAT ARE THE IPSS?
For example, IPS 103 common competence areas and
learning outcomes for technical knowledge include:
Competence Area

Learning Outcomes

Economic theory and
principles

Describes the effect that changes in macroeconomic
indicators may have on the value of the asset

Legal framework

Explains the laws and regulations applicable to the
environment in which professional valuers operate

Technical
standards/guidelines

Identifies and applies the relevant valuation related
standards and guidelines consistent with the subject
matter and the intended use of the valuation

Valuation process

Defines and evaluates the qualitative and
quantitative information requirements
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WHAT ARE THE IPSS?
For example, IPS 103 common competence areas and
learning outcomes for technical knowledge include:
Competence Area
Valuation definitions

Learning Outcomes
Describes the various valuation definitions and
describes the appropriate source

Valuation concepts and Describes the appropriate valuation principles
principles
consistent with the intended use of the valuation
Valuation approaches

Describes the principal valuation approaches, ie
market, income and cost

Valuation methods

Describes the pros and cons of each valuation
method

Basis of value

Differentiates between the various bases of value and
explains the implications on the valuation outcome
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WHAT ARE THE IPSS?
For example, IPS 103 common competence areas and
learning outcomes for technical knowledge include:
Competence Area

Learning Outcomes

Financial modelling

Describes the ability to analyse and model the
financial aspect of the asset as required

Subject asset/liability
characteristics

Describes the characteristics of the subject asset
…through which value is created

Valuation by industry sectors

Identifies and explains the value drivers relevant
to specific industry sectors

Transactions, eg purchase,
expansion or sale of a
business

Explains how alternative forms of ownership can
be used
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WHAT ARE THE IPSS?
For example, IPS 103 competence areas and learning
outcomes specific for plant, machinery and equipment include:
Competence
Area

Learning Outcomes

Engineering

• Describes the impact of technological advances on value
• Describes a range of manufacturing processes and
techniques
• Describes a range of building construction materials and
techniques
• Extracts information from process flow diagrams
• Extracts information from plans and drawings
• Explains the impact on value of condition on assets
• Applies different cost estimating techniques as part of the
cost approach
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WHAT ARE THE IPSS?
For example, IPS 103 competence areas and learning
outcomes specific for plant, machinery and equipment include:

Competence Area

Learning Outcomes

Inspection

• Identifies the age and condition of assets
• Identifies site conditions, eg remote location and
access that may impact on value
• Identifies data sources that provide information that
is relevant to the valuation analysis
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WHAT ARE THE IPSS?
For example, IPS 103 competence areas and learning
outcomes specific for plant, machinery and equipment include:
Competence Area

Learning Outcomes

Valuation analysis

• Identifies and addresses the physical deterioration on
value using age/life, units of production and other
relevant techniques
• Applies mass appraisal techniques including
sampling, indexation, etc. to large populations of
assets and considers and addresses any limitations
associated with those techniques
• Analyses and interprets market data using
appropriate techniques to determine value
• Identifies and addresses the impact of economic
(external) obsolescence on value
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WHAT ARE THE IPSS?
IPS 103 competence areas and learning outcomes for
business valuations and intangible assets relating to
tangible assets include:
Competence Area

Learning Outcomes

Premise of value

•

•

•
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Identifies the valuation approach selected for the
separate valuation of the tangible assets of the
business and aligns conclusions with the premise
selected for the valuation of the business
Explains the concept of physical, functional
and economic obsolescence of the tangible assets in
the context of a business valuation
Explains the impact of technological advances
associated with the tangible assets and identifies the
impact on the cash flow or risk assessment of the
business

41

WHAT ARE THE IPSS?
For example, IPS 103 competence areas and learning outcomes
specific for business valuations and intangible assets include:
Competence Area

Learning Outcomes

Financial markets

Explains the financial system and the operation of
financial and securities markets, ie foreign exchange
market, short term money market, long term debt
market, share market and derivatives market

Premise of value

Identifies the appropriate premise consistent with the
intended use of the valuation and the performance of
the business in the context of the industry

Financial statement
analysis

Evaluates completeness of financial statements in the
context of setting the proper scope for the valuation, eg
the extent of the investigation and the normalisation
adjustments required
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WHAT ARE THE IPSS?
For example, IPS 103 competence areas and learning outcomes
specific for business valuations and intangible assets include:
Competence Area

Learning Outcomes

Valuation of complex
financial instruments

Identifies complex financial instruments as a
specialised asset class and explains the requirement
to involve a subject matter expert

Valuation methods

Explains the various valuation methods that can apply
in valuing a business (eg income approach and the
various earnings and cash flow methods, market
approach and the guideline company and precedent
transaction methods, and asset based methods as
both a primary and a risk assessment tool

Special issues

Explains considerations in valuing minority interests

Special issues

Describes the characteristics of intangible assets
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WHAT ARE THE IPSS?
IPS 104 sets the practical experience requirements
required by the end of IPD.
VPOs prescribe the requirements
o May vary due to the variety of roles that professional valuers
perform, and the requirements of the regulatory authorities within
different jurisdictions
o May vary within an individual VPO that offers different types of
membership

IPS 104 indicates “sufficient” practical experience to demonstrate
that candidates have acquired the professional skills, ethics and
technical knowledge to perform the role of a professional valuer
Minimum of 1,500 hours in a supervised environment over a 2
year period is normally a prerequisite for accreditation
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WHAT ARE THE IPSS?
IPS 105 establishes assessment activities to measure
professional competence.
VPOs select the activities due to:
o Remoteness and spread of geographical locations where
candidates are based
o Number and backgrounds of the candidates being assessed
o Availability of learning and development opportunities provided by
employers
o Expectations of stakeholders

IPS 105 requires the VPO to formally assess whether candidates
have achieved an appropriate level of professional competence
by the end of IPD
o Design reliable and valid activities
o Base the assessment on verifiable evidence
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WHAT ARE THE IPSS?
IPS 105 establishes assessment activities to measure
professional competence.

Assessment activities include:
o Written examinations
o Oral examinations
o Workplace assessment of competence by employers
o Review of a portfolio of evidence on completion of
workplace activities
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WHAT ARE THE IPSS?
Next steps include:

Final Professional Board approval for the IPSs
Framework and the 100 series of IPS
Review and approval by the IVSC Board of Trustees
Release for feedback
o Target groups
o Public exposure

Incorporate feedback and issue
Continue with the 200 and 300 series (concurrently)
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Why is this important to me?
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WHY IS THIS IMPORTANT TO ME?
We are a global valuation profession.
Valuers need to show professionalism and raise the profile
of the valuation profession
Our valuations are increasingly interconnected to a global
economy
Being part of a global valuation community increases
mobility
Common professional competencies facilitates
international accreditation
Technical standards, by themselves, do not ensure the
delivery of a credible valuation
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WHY IS THIS IMPORTANT TO ME?
We are a global valuation profession.

Emerging markets are excelling by leveraging the
leading practices of the more developed jurisdictions
Expand your knowledge and services to include global
assets
Regulatory authorities will impose requirements; need
to participate in that approach or risk losing prestige of
self regulation
Professional standards are important to ensure
consistency in professionalism
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WHY IS THIS IMPORTANT TO ME?
We are a global valuation profession.

The IPSs will facilitate the development of a global
valuation profession in tandem with the country specific
VPOs
Get involved: Professionalism starts with you!
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INTERNATIONAL PROFESSIONAL STANDARDS

Questions?
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The views expressed at and in this presentation are the personal views of
the presenters and do not necessarily represent those of the International
Valuation Standards Council (IVSC) or any other entity.
The information contained herein is the draft IPSs material prepared as at
August 31, 2015. There can be no guarantee that the IPSs issued by the
IVSC in the future will be the same. Accordingly, no one should act on such
information without appropriate professional advice after a thorough
examination of the particular situation.
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