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Preface

This updated global edition of the RICS Valuation - Global Standards, or the RICS ‘Red Book Global
Standards’ as it has become widely known, reflects, among other things, the recent changes
made and incorporated into the International Valuation Standards (1VS), as well as continuing
progress in the development of international standards for ethics and for measurement. Other
refinements include, but are not limited to:

* articulating in more detail the need for clear, unambiguous and documented terms of
engagement when members apply any exceptions to VPS 1-5 under PS 1 section 5,
Exceptions

» definitions and additional commentary on matters relating to sustainability/resilience and
environmental, social and governance (ESG) in the Glossary, VPS 2, VPS 3, VPGA 2, Secured
lending and VPGA 8, Valuation of real property interests

* improving and/or clarifying some of the existing Red Book Global Standards text in the light
of feedback, experience and also evolving needs.

Red Book Global Standards reflects the growing importance of successfully combining
professional, technical and performance standards in order to deliver high quality valuation
advice that meets the expectations and requirements of clients; of governments, regulatory
bodies and other standard-setters; and of the public.

Transparency, consistency and the avoidance of conflicts of interest have never been more
important. Nor has technical expertise and practical ability ever been more in demand, including
the experience and insight necessary to interpret and review market dynamics and trends, and -
in relation to real estate assets - to recognise the growing relevance of sustainability factors as a
market influence. RICS-qualified valuers are at the forefront of the valuation profession and the
Red Book Global Standards is their definitive implementation guide.

Changes in this updated edition continue to focus on enhancing its clarity and ease of use, with
improved cross-references to other source documents. As before, the International Valuation
Standards are cross-referenced throughout and reproduced in full in Part 6.

All members providing a written valuation are required to comply with the standards set out

in this updated edition - in other words, unless stated otherwise, they are mandatory. The
valuation practice guidance - applications (VPGAs) also included in this edition focus in greater
detail on the practical application of the standards in specific contexts, whether for a particular
valuation purpose or in relation to a particular asset type - they are advisory. The status of
the component elements of the Red Book Global Standards is explained in more detail in the
Introduction that follows and in the second section of the Glossary.

RICS VALUATION - GLOBAL STANDARDS



Part 1: Introduction

Overall purpose

1 Consistency, objectivity and transparency are fundamental to building and sustaining
public confidence and trust in valuation. In turn their achievement depends crucially on
valuation providers possessing and deploying the appropriate skills, knowledge, experience
and ethical behaviour, both to form sound judgments and to report opinions of value clearly
and unambiguously to clients and other valuation users in accordance with globally recognised
norms.

2 As the requirements of governments and regulators progressively increase and the
expectations of valuation users continue to grow, global standards for valuation have continued
to evolve and now take three different but closely interrelated forms:

a Professional standards - centred on ethics and conduct, underpinned by knowledge and
competence.

b Technical standards - centred on common definitions and conventions, underpinned by
consistent application through recognised approaches.

¢ Performance or delivery standards - centred on rigour in analysis and objectivity of
judgment, backed by appropriate documentation and clarity when reporting.

3 With its focus on practical implementation, this updated edition of the RICS Valuation

- Global Standards, commonly referred to as the RICS Red Book Global Standards, applies the
latest international standards and supplements them with additional requirements and best
practice guidance that, when combined, provide the highest levels of assurance to promote and
maintain public trust in valuation professionalism and quality.

4 At its heart this volume adopts and applies the International Valuation Standards (IVS)
published by the International Valuation Standards Council (IVSC). The IVS consist of mandatory
requirements that must be followed in order to state that a valuation was performed in
compliance with it. Some aspects of the standards do not direct or mandate any particular
course of action, but provide fundamental principles and concepts that must be considered in
undertaking a valuation.

5 These technical standards are delivered within a broader framework of RICS standards,
or professional statements as they are individually termed, covering ethics, skills and conduct
- including express requirements regarding the maintenance of confidentiality and the
avoidance of conflicts of interest. This RICS framework also has regard to the International
Ethics Standards. Finally, when undertaking work in connection with real estate, RICS members
must also have regard to the International Property Measurement Standards (IPMS) wherever
applicable, which also continue in development.

6 Compliance with professional, technical and performance standards is reinforced
by a well-established system of regulation and, where necessary, enforcement; and by the
progressive introduction of a system of practising RICS Valuer Registration. The whole ensures

RICS VALUATION - GLOBAL STANDARDS



the positioning of RICS members and regulated firms as the leading global providers of IVS-
compliant valuations.

7 The aim is simply stated - it is to engender confidence, and to provide assurance
to clients and recognised users alike, that a valuation provided by an RICS-qualified valuer
anywhere in the world will be undertaken to the highest professional standards overall.

Coverage

From the valuation provider’s perspective
8 For members, these global standards set out procedural rules and guidance which:

a impose on individual valuers or firms registered for regulation by RICS certain mandatory
obligations regarding competence, objectivity, transparency and performance

b establish a framework for uniformity and best practice in the execution and delivery of
valuation assignments through adoption of the IVS

c expressly comply with RICS Rules of Conduct.
9 These global standards do not:
a instruct members on how to value in individual cases

b prescribe a particular format for reports: provided the mandatory requirements in these
standards are met, reports should always be appropriate and proportionate to the task

¢ override standards specific to, and mandatory within, individual jurisdictions.
From the valuation user’s perspective

10 For clients and other valuation users these global standards ensure that valuation
assignments will be carried out in accordance with the /VS, and furthermore promote and
maintain a high level of public trust by providing assurance of:

a consistency in approach, aiding understanding of the valuation process and hence of the
value reported

b credible and consistent valuation opinions by suitably trained valuers with appropriate
qualification and adequate experience for the task, including current knowledge and
understanding of the relevant market

¢ independence, objectivity and transparency in the valuer’s approach

d clarity regarding terms of engagement (scope of work), including matters to be addressed and
disclosures to be made

e clarity regarding the basis of value, including any assumptions or material considerations to
be taken into account

f clarity in reporting, including proper and adequate disclosure of relevant matters where
valuations may be relied on by a third party.
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Arrangement and status of RICS global material

" The RICS global material in this edition has been grouped into three distinct sections (in
Parts 3, 4 and 5), as explained in detail in paragraphs 12 to 17 below. The first two cover matters
relevant to valuation assignments generally, the third covers matters relating to particular
valuation applications. The intention is to make clear to members what is mandatory and what is
advisory - thus collected together in the first two sections is the mandatory material and in the
third the advisory material.

Professional standards - mandatory

12 Global professional and ethical standards as they expressly apply to valuers are denoted
by the use of a PS reference number and are mandatory (unless otherwise stated) for all
members providing written valuations. They define the parameters for compliance with the Red
Book Global Standards, including adoption of the International Valuation Standards; set out the
associated RICS regulatory requirements; and clarify the detailed application of the RICS Rules
of Conduct when members are undertaking valuation work. They comprise:

PS 1 - Compliance with standards where a written valuation is provided
PS 2 - Ethics, competency, objectivity and disclosures.
Valuation technical and performance standards - mandatory

13 Global valuation technical and performance standards are denoted by the use of a VPS
reference number and contain specific, mandatory (unless otherwise stated) requirements and
related implementation guidance, directed to the provision of a valuation that is IVS-compliant.
They comprise:

VPS 1 - Terms of engagement (scope of work)

VPS 2 - Inspections, investigations and records

VPS 3 - Valuation reports

VPS 4 - Bases of value, assumptions and special assumptions
VPS 5 - Valuation approaches and methods.

14 While VPS 1, 4 and 5 focus more on technical standards and VPS 2 and 3 focus more on
performance and delivery standards, it would not be helpful to seek to categorise them further
in any way. Instead their current order corresponds with that of the International Valuation
Standards, which the VPSs adopt and apply.

RICS global valuation practice guidance - applications (VPGAS) - advisory

15 RICS valuation practice guidance - applications are denoted by the use of a VPGA
reference number and provide further implementation guidance in the specific instances listed.
Thus, among the topics covered, they include valuations for specific purposes (of which financial
reporting and secured lending are among the most widely encountered), and valuations of
certain specific asset types, where particular issues and/or practical considerations expressly
need to be taken into account. These VPGAs embody ‘best practice’ - that is procedures that in
the opinion of RICS meet a high standard of professional competence.
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16 While not themselves mandatory, the VPGAs do include links and cross references to the
material in the International Valuation Standards and to material in these global standards that is
mandatory. This is intended to assist members in identifying material relevant to the particular
valuation assignment they are undertaking.

17 The VPGAs comprise:
VPGA 1 - Valuation for inclusion in financial statements
VPGA 2 - Valuation of interests for secured lending
VPGA 3 - Valuation of businesses and business interests
VPGA 4 - Valuation of individual trade related properties
VPGA 5 - Valuation of plant and equipment
VPGA 6 - Valuation of intangible assets
VPGA 7 - Valuation of personal property, including arts and antiques
VPGA 8 - Valuation of real property interests
VPGA 9 - Identification of portfolios, collections and groups of properties
VPGA 10 - Matters that may give rise to material valuation uncertainty.
National or jurisdictional standards

18 RICS also publishes - separately from but supplementary to these global standards

- a number of national supplements (commonly titled Red Book Jurisdictional Applications,
National Association Valuation Standards or Application of RICS Valuation: Professional Standards)
that address the application of these standards in individual jurisdictions and generally assist
interpretation in local contexts. These can be accessed through RICS” website. While remaining
consistent with the relevant international standards overall, they are designed to cover specific
statutory or regulatory requirements in those jurisdictions. This approach is fully in accord with
United Nations voluntary guidelines encouraging jurisdictions to enhance transparency and
overall consistency in valuation. Compliance with local jurisdictional standards is covered in
more detail in PS 1 below.

19 National or jurisdictional standards and accompanying guidance are available directly
from RICS.

Effective date, duration and amendments to RICS global material
Effective date

20 The RICS material included in this edition takes effect from 31 January 2022 and applies
to all valuations where the valuation date is on or after that day. Any amendments issued to take
effect after that date will be clearly labelled accordingly.
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Currency of the text

21 The definitive RICS Red Book Global Standards text current at any given date is that on
the RICS website. Any users of this publication should take care to ensure that they have had
proper regard to any amendments subsequently issued.

Amendments and exposure drafts

22 The content of these standards is under regular review, and amendments and additions
will be issued as and when required. Members' attention will be drawn to these changes using
established RICS electronic communications channels. Such changes will be made to the web-
based publication on rics.org at the time, but for the printed version they will be included only in
subsequent editions.

23 Where amendments may have a substantial effect, for instance the rewriting of a
valuation technical and performance standard (VPS) or valuation practice guidance application
(VPGA), they may be published as an exposure draft on the RICS website. An exposure

draft will contain the text authorised for issue for public comment by the RICS Standards and
Regulation Board, see the RICS website.

24 The purpose of an exposure draft is to enable members and others to comment on the
proposed text, and possibly identify flaws, before its incorporation into the Red Book Global
Standards. The text of an exposure draft will, after consideration of any comments made

and final approval by the RICS Standards and Regulation Board, become mandatory on the
effective date of the next Red Book Global Standards update following its publication. Again
members’ attention will expressly be drawn to such changes using established RICS electronic
communication channels.

25 The RICS Global Standards and Regulation Board is pleased to receive suggestions for
inclusion of additional material or requests for clarification of the text.

IVSC International Valuation Standards

Effective date, duration and amendments to the International Valuation Standards

26 The International Valuation Standards reproduced with kind permission from IVSC in full
in Part 6 are those approved by the IVSC Standards Board with an effective date of 31 January
2022.

27 Members are reminded that IVSC reserves the right to make further amendments to IVS
at any time. Any consequential amendments to Red Book Global Standards will be made as
soon as possible and will be accessible on RICS’ website (see under ‘Currency of the text’ and
‘Amendments and exposure drafts’ above).

28 The IVS are adopted and applied through these RICS global standards, being cross-
referenced throughout Parts 3 to 5 for members’ convenience.
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Part 2: Glossary

RICS glossary of technical terms

This glossary defines terms used in these global standards that have a special or restricted
meaning. Words or phrases not appearing in the glossary follow their common dictionary
meaning. Where a term defined below is used in the remainder of this volume, it is identified in
the text with jtalic font.

Members' attention is drawn to the fact that IVS (reproduced in Part 6 of this edition) includes
a short, dedicated glossary with certain additional definitions specifically to assist with
understanding and application of the IVS, including the convention used by IVSC to signal the
status of individual IVS content, for example, whether it is mandatory, advisory, etc. These
are not replicated here. The individual IVSC standards also contain definitions specific to the
particular IVS, to which valuers should refer as appropriate.

RICS national or jurisdictional standards may have additional defined terms: these will be
identified and defined in the context of the specific standard.

assumption A supposition taken to be true. It involves facts, conditions or situations
affecting the subject of, or approach to, a valuation that, by agreement,
do not need to be verified by the valuer as part of the valuation process.
Typically, an assumption is made where specific investigation by the valuer
is not required in order to prove that something is true.

cost approach  An approach that provides an indication of value using the economic
principle that a buyer will pay no more for an asset than the cost to obtain
an asset of equal utility, whether by purchase or construction.

date of See valuation date.
valuation
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depreciated The current cost of replacing an asset with its modern equivalent asset
replacement less deductions for physical deterioration and all relevant forms of
cost (DRC) obsolescence and optimisation.

external valuer A valuer who, together with any associates, has no material links with
the client, an agent acting on behalf of the client or the subject of the
assignment.

fair value ‘The price that would be received to sell an asset, or paid to transfer a
liability, in an orderly transaction between market participants at the
measurement date.’ (This definition derives from International Financial
Reporting Standards IFRS 13.)

firm The firm or organisation for which the member works, or through which
the member trades.

income An approach that provides an indication of value by converting future cash
approach flows to a single current capital value.
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intangible A non-monetary asset that manifests itself by its economic properties.
asset It does not have physical substance but grants rights and/or economic
benefits to its owner.

International Standards set by the International Accounting Standards Board (IASB)
Financial with the objective of achieving uniformity in accounting principles. The
Reporting standards are developed within a conceptual framework so that elements
Standards of financial statements are identified and treated in a manner that is
(IFRS) universally applicable.

investment The value of an asset to the owner or a prospective owner for individual
value, or worth investment or operational objectives (see IVS 104 paragraph 60.1). (May
also be known as worth.)

market rent The estimated amount for which an interest in real property should

(MR) be leased on the valuation date between a willing lessor and willing
lessee on appropriate lease terms in an arm'’s length transaction, after
proper marketing and where the parties had each acted knowledgeably,
prudently and without compulsion (see IVS 104 paragraph 40.1).
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marriage value An additional element of value created by the combination of two or more

assets or interests where the combined value is more than the sum of the

separate values.

personal
property

Personal property means assets (or liabilities) not permanently attached to
land or buildings:

* including, but not limited to, fine and decorative arts, antiques,
paintings, gems and jewellery, collectables, fixtures and furnishings, and
other general contents

 excluding trade fixtures and fittings, plant and equipment, businesses or
business interests, or intangible assets.

real estate

Land and all things that are a natural part of the land (e.g. trees, minerals)
and things that have been attached to the land (e.g. buildings and site
improvements) and all permanent building attachments (e.g. mechanical
and electrical plant providing services to a building), that are both below
and above the ground. (Note that a right of ownership, control, use or
occupation of land and buildings is defined as a real property interest in
IVS 400 at paragraph 20.2.)
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registered for
regulation/
registered by
RICS

special

assumption

special
purchaser

special value

specialised
property

sustainability

terms of
engagement

third party

trade related
property

a) Afirm thatis registered for regulation by RICS under the RICS bye-
laws.

b) A member who is registered as a valuer under RICS Valuer Registra-
tion (VR).

An assumption that either assumes facts that differ from the actual facts
existing at the valuation date or that would not be made by a typical
market participant in a transaction on the valuation date.

A particular buyer for whom a particular asset has a special value because
of advantages arising from its ownership that would not be available to
other buyers in a market.

An amount that reflects particular attributes of an asset that are only of
value to a special purchaser.

A property that is rarely, if ever, sold in the market, except by way of a sale
of the business or entity of which it is part, due to the uniqueness arising
from its specialised nature and design, its configuration, size, location or
otherwise.

Sustainability is, for the purpose of these standards, taken to mean the
consideration of matters such as (but not restricted to) environment

and climate change, health and wellbeing, and personal and corporate
responsibility that can or do impact on the valuation of an asset. In broad
terms it is a desire to carry out activities without depleting resources or
having harmful impacts.

There is as yet no universally recognised and globally adopted definition
of ‘sustainability’. Therefore, members should exercise caution over the
use of the term without additional appropriate explanation. In some
jurisdictions, the term ‘resilience’ is being adopted to replace the term
‘sustainability’ when related to property assets.

Sustainability may also be a factor in environmental, social and
governance (ESG) considerations.

Written confirmation of the conditions that either the member proposes or
that the member and client have agreed shall apply to the undertaking and
reporting of the valuation. Referred to in IVS as scope of work - see IVS 101
paragraph 10.1.

Any party, other than the client, who may have an interest in the valuation
or its outcome.

Any type of real property designed for a specific type of business where
the property value reflects the trading potential for that business.
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trading stock Stock held for sale in the ordinary course of business, for example, in
relation to property, land and buildings held for sale by builders and
development companies.

valuation date  The date on which the opinion of value applies. The valuation date should
also include the time at which it applies if the value of the type of asset
can change materially in the course of a single day.
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Standards and guidance naming conventions explained

Standards Mandatory  The International The IVS are adopted and applied
Valuation Standards by RICS in Red Book Global
(IVS) as issued by the Standards, being cross-referenced

International Valuation throughout.
Standards Council
(IVSQ).

RICS professional
standards - denoted by
the prefix PS.

RICS valuation technical
and performance
standards - denoted by
the prefix VPS.

RICS also separately publishes guidance from time to time on other valuation topics in the form
of guidance notes. Such material is advisory in nature. It is available on the RICS website.
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Part 3: Professional standards

PS 1 Compliance with standards
where a written valuation is
provided

This mandatory standard:

* applies International Valuation Standard (IVS) 102 Section 10 General Principle (Compliance
with IVS) and Section 40 Compliance with Other Standards

* recognises the International Ethics Standards and the International Property Measurement
Standards

* specifies additional mandatory requirements for RICS members.

All members, whether practising individually or within an RICS-regulated or non-regulated
firm, who provide a written valuation are required to comply with the international
standards and RICS global standards set out below.

Members must also comply with the requirements of RICS Valuer Registration (VR).

1 Mandatory application

1.1 All members and regulated firms, wherever practising, must comply with the professional,
valuation technical and performance standards (designated by the prefixes PS and VPS) in Parts
3 and 4 of this global edition.

1.2 In accordance with RICS bye-law B5.2.1(b) Liability of Members and RICS bye-law B5.3.1
Liability of Firms, these global standards are therefore of mandatory application to any member
of RICS or RICS-regulated firm involved in undertaking or supervising valuation services by the
provision of written valuation advice. Together with the guidance relating to specific valuation
practice guidance - applications (VPGASs) in Part 5 of this global edition, they are commonly
referred to as the RICS ‘Red Book Global Standards’.

1.3  The phrase ‘undertaking or supervising valuation services’ includes any person who is
responsible for, or accepts responsibility for, analysing and communicating a written opinion of
value. This may include individuals who produce but do not sign valuation reports within their
organisation, and conversely individuals who sign by way of supervision or assurance but do not
produce valuation reports within their organisation. ‘Written’ for this purpose means conveyed
by paper, by any electronic or digital means or form of recorded media (for purely oral opinions
of value see paragraph 1.6 below).
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1.4 For the avoidance of doubt, the provision of an automated valuation model (AVM)-
derived output or one based on a valuation modelling tool (see VPS 5 paragraph 4) is regarded
as the provision of a written valuation for the purpose of these standards.

1.5 An estimated replacement cost figure for assets other than personal property that is
provided either within a written report or separately, for the purpose of insurance, is not a
‘written opinion of value’ for the purpose of ‘undertaking valuation services’ as defined in
paragraph 1.3 above.

1.6  For the avoidance of doubt, where - exceptionally - valuation advice is provided wholly
orally, the principles set out in this volume should still be observed to the fullest extent possible.
Members are reminded that the mere fact that advice is provided orally does not mean that

it is therefore provided without liability - the valuer’s responsibilities and obligations will

always depend on the facts and circumstances of the individual case. In some jurisdictions,

the provision of oral valuation advice is in any event subject to jurisdiction-specific standards
requirements. Furthermore, in all jurisdictions valuers acting as expert witnesses should be
alert to the fact that both oral and written advice will be subject to the same criteria - see

for example the RICS UK practice statement and guidance note, Surveyors acting as expert
witnesses, 4th edition (2014).

1.7 These global standards have been written as they apply to the individual member. Where
it is necessary to consider their application to a firm registered for regulation by RICS, they are to
be interpreted accordingly.

2 Compliance within firms

21 There is an individual responsibility on the part of all members to comply with these
global standards whether they practise as individuals or within firms. In the latter case, how this
responsibility is put into practice will depend, to a certain extent, on the nature of the firm:

* Firms regulated by RICS: The firm and all RICS members within the firm must ensure that
all processes and valuations are fully compliant with the mandatory requirements in these
global standards. This includes valuations that are not the responsibility of an RICS member.

* Firms not regulated by RICS: While such firms may have their own corporate processes over
which RICS cannot exert control, individual members in these firms who are responsible for
valuations must comply with the mandatory requirements in these global standards.

2.2 There may be circumstances where the firm’s processes expressly prevent compliance
with a particular aspect of these global standards. In such cases the member is entitled to depart
from the specific standard, but must:

* be satisfied that the non-compliance does not lead to clients being misled or to unethical
behaviour

* identify in the terms of engagement (see VPS 1) and the report (see VPS 3) the specific areas
where compliance with any element of the standards has been precluded, together with the
reason for this non-compliance and

* comply with all other aspects of these global standards.

2.3 Where the member contributes to a valuation, reference should also be made to PS 2
section 2.
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3 Compliance with international standards

International Valuation Standards (IVS)

341 RICS recognises the International Valuation Standards Council (IVSC) as the setter of
International Valuation Standards (IVS), which comprise internationally accepted valuation
principles and definitions. These global standards adopt and apply the IVS, setting out specific
requirements for, together with additional guidance on, their practical implementation. The IVS
effective from 31 January 2020 are reproduced in full in Part 6 of these global standards.

3.2 Where there is an express requirement in relation to an individual valuation assighment
that the valuation complies with IVS, and this needs to be made clear both in the terms of
engagement and in the report, then the form of endorsement in VPS 1 paragraph 3.2(n) and
VPS 3 paragraph 2.2(k) may be adopted. Otherwise, the general form of endorsement in VPS
1 and VPS 3 may be used, namely that the valuation will be/has been undertaken in accordance
with RICS Red Book Global Standards (more formally, the RICS Valuation - Global Standards).

3.3  Members are reminded that where a statement is made that a valuation will be or

has been undertaken in accordance with the IVS it is implicit that all relevant individual IVS
standards are complied with. Where a departure from IVS is necessary, this should be clearly
explained.

International Ethics Standards (IES)

3.4 RICSis a member of the international coalition of professional organisations established
to develop and implement the first set of globally recognised ethics standards for property and
related professional services. The global standards in this volume are consistent with the ethical
principles published to date by the IES coalition, and also include additional and more detailed
requirements that all members must observe.

International Property Measurement Standards (IPMS)

3.5 RICSis also a member of the international coalition of professional organisations
established to develop and implement consistent and transparent property (i.e. real estate)
measurement standards. Where members are undertaking valuation work relating to real
estate assets or liabilities, they must have regard to the International Property Measurement
Standards wherever applicable. The RICS property measurement professional statement
contains more detail.

4 Compliance with jurisdictional or other valuation standards

41 It is recognised that a member may be requested to provide a report that complies with
standards other than the standards set out in Red Book Global Standards. This will normally
arise in relation to the particular requirements that apply within individual jurisdictions. It is
perfectly proper for members to comply with such requirements, which may include a basis

of value not listed in VPS 4 below, provided it is absolutely clear which standards are being
adopted.

4.2 Inthese cases a statement must be included in the terms of engagement and in the report
that the named standards have been complied with. If the compliance is mandatory in the
jurisdiction concerned, i.e. because of statutory, regulatory or other authoritative requirements,
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then this does not preclude the valuation still being declared as performed in accordance with
the Red Book Global and - if appropriate - with the IVS.

4.3  For a number of jurisdictions, RICS publishes national supplements to the Red Book
Global Standards to assist members in the application of the valuation standards in a local
context. Where appropriate, these supplements may be produced as joint publications with
local valuation professional organisations (VPOs) or published separately but reflecting those
VPOs' requirements where not at variance with RICS requirements.

4.4  Where the compliance with other valuation standards is voluntary, i.e. not falling within
either paragraph 4.2 above or this paragraph, this will involve a departure - see section 6
below. Note that compliance with such standards cannot override the mandatory requirements
of PS 1 and PS 2, which members must at all times observe.

4.5 Where the valuation involves assets in two or more countries or states with different
valuation standards, the member must agree with the client which standards will apply to the
instruction.

4.6  Departures from the IVS to comply with legislative and regulatory requirements that are
in conflict with the standards are allowed. In such circumstances, a valuer may still state that the
valuation has been performed in accordance with the IVS.

5 VPS 1-5 exceptions

5.1 If supplied in written form, all valuation advice given by members is subject to at least
some of the requirements of the Red Book Global Standards - there are no exemptions (PS

1 paragraph 1.1). Similarly, where valuation advice is given wholly orally, the principles set out
in the Red Book Global Standards should still be observed to the fullest extent possible (PS 1
paragraph 1.6). Thus PS 1 and PS 2 are mandatory in all cases (see Introduction paragraph 12
and PS 1 paragraph 7.1). In other words, they apply to all members whatever type of valuation
activity they are engaged in.

5.2  However, given the sheer diversity of activity undertaken by members, and the diversity
of jurisdictional contexts in which valuations and valuation advice are delivered, there is a need
for differentiation between particular types of assignment where the mandatory application of
VPS 1-5 may be unsuitable or inappropriate. Even though not mandatory in such circumstances,
the adoption of the relevant standards is nevertheless encouraged where not precluded by the
specific requirement or context. These exceptions regarding VPS 1-5 are set out at greater
length below. However, it is not practical to set out every possible scenario - thus in cases of
doubt, it is safer to regard VPS 1-5 as mandatory.

5.3 Valuersshould be aware that exceptions are not usually specific to individual cases but
cover particular categories, phases or aspects of valuation activity (see PS 1 paragraph 6.2). In
such cases members are reminded that they must not state that the valuation was performed in
accordance with the IVS. (See the IVS Framework.)

5.4  The areas of exception in relation to VPS 1-5 are where a member is:

* Providing an agency or brokerage service in respect of the acquisition or disposal of one or
more assets - to which activity the RICS global practice statement and guidance note, Real
estate agency and brokerage guidance, 3rd edition (2016) applies. This exception covers the
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provision of advice in the expectation of, or in the course of, an agency instruction to acquire
or dispose of an interest in an asset. It also covers advice on whether a given offer should be
made or accepted. However, the exception does not cover a purchase report that includes a
valuation.

* Acting or preparing to act as an expert witness - the reason for the exception is to recognise
that a member acting as an expert witness must follow very precisely the specific rules and
procedures laid down by the court, tribunal or other judicial body before which the member
will, or may, be appearing. In addition, the member must meet and observe very high
standards of impartiality and objectivity. Reference may usefully be made to the RICS UK
practice statement and guidance note, Surveyors acting as expert witnesses, 4th edition (2014).

* Performing statutory functions - where the relevant statutory provisions will define the
task and also frequently govern the manner in which it is to be carried out. The emphasis
in this exception is on the word function, i.e. the performance of a statutory role or duty
involving the exercise or enforcement of powers that are expressly defined or recognised
in legislation, normally involving the formal appointment of an individual to that specific
role. The mere fact that a valuation is being provided in accordance or compliance with, or
consequence of, legislation is not the point. For example, the provision of a valuation for
inclusion in a statutory return to a tax authority, which involves compliance with the law but
not the exercise or enforcement of it, does not fall within this exception.

* Providing valuations to a client purely for internal purposes, without liability, and without
communication to a third party. The internal purposes exception is designed to recognise
that there are occasions where advice is sought from a valuer by a client - often by a regular
portfolio valuation client - that will be without liability, and will not be released to third
parties (for example, in connection with proposed asset management initiatives or proposed
acquisitions). Where members undertake such work, it is vital that the terms of engagement
and the written advice itself are quite explicit about the prohibition on disclosure to any
other party and/or use for any other purpose and about the exclusion of liability. Such advice
often does not attract an additional fee and this element of the valuation service may or may
not be explicitly referred to in the terms of engagement for a regular portfolio valuation. The
mere fact that the provider of the valuation is an internal valuer does not bring the valuation
assignment within the exception - the focus here is on the ‘internal only’ purpose of the
valuation and not the process or means of its delivery. It is therefore possible for an external
valuer to provide an ‘internal purposes’ valuation, though where that is done, the need for the
terms of engagement and written advice to be absolutely clear about non-disclosure to third
parties, and about the exclusion of liability, becomes even more crucial.

* Providing valuation advice expressly in preparation for, or during the course of, negotiations
or litigation, including where the valuer is acting as advocate.

The negotiations exception covers valuation advice on the probable outcome of current
or impending negotiations, or requests for figures to be quoted in connection with such
negotiations. It therefore recognises that:

— Although there may not yet be an unresolved dispute, the advice is being provided
expressly in preparation for, or during the course of, negotiations that may lead either
to agreement or to the creation of an unresolved dispute, triggering (where the context
allows it) a formal process of resolution (for example, reference to the courts, to
arbitration, etc.).
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- The negotiation advice may, and often will, extend to advice on matters such as tactics
and/or probable outcomes and/or options to achieve resolution without recourse either
to litigation or to other formal procedures.

The litigation exception recognises that:

- There is a formal dispute in existence, however it arises, and the proceedings will
therefore be subject to any relevant legislation, regulation, rules or court directions that
may be in place or issued, which will always take precedence over the Red Book Global
Standards.

— Advice given to a client may extend to various matters going beyond the provision of
advice on value, for example advice on tactics and/or the probable outcome of litigation
and/or options regarding settlement of the dispute or mitigation of costs.

5.5 The circumstances in which valuers are instructed to provide valuation reports and
advice vary widely and may, in some cases, take several years to reach a conclusion. During this
time, the instruction may be significantly amended - resulting in an instruction that began as an
‘exception’ ceasing to be so. Valuers should always focus on the actual task in hand at a specific
point in the valuation process. If a valuer's role changes during this process, it is imperative that
their actions are transparent, the application of Red Book Global Standards at any given point
in time is fully documented and the client is made aware of any change to the valuer’s role or
undertaking.

5.6  Even though the content of VPS 1 may not be mandatory in ‘exception’ cases, it cannot
be too strongly emphasised that terms of engagement are still required and that they must be
clear, unambiguous and appropriately documented (PS 2 section 7 paragraphs 7.3 and 7.4). This
is as much in the interests of the valuer as of the client, as it ensures that there is no ambiguity
about what is being requested and what is being supplied.

5.7  Valuations are either compliant with Red Book Global Standards or not. Terms such as
‘quasi-Red Book’ or ‘partial Red Book' - or even ‘non-Red Book’ - must not be used in terms of
engagement or reporting. Any appropriate exceptions to VPS 1-5 should be explicitly stated and
explained in the terms of engagement and valuation report.

6 Departures

6.1 No departure is permitted from PS 1, where a written valuation is provided, or PS 2 in
these global standards, which are mandatory in all circumstances.

6.2 |If separately and independently from either the specific exceptions set out above or any
assignment falling within the scope of section 4 above, there are special circumstances where

it is considered inappropriate to comply, in whole or in part, with VPS 1 to VPS 5 inclusive, then
these must be confirmed and agreed with the client as a departure and a clear statement to that
effect included in the terms of engagement, report, and any published reference to it.

6.3 For the avoidance of doubt:

* If the valuation falls to be provided in compliance with prescribed statutory or legal
procedures or other authoritative requirements then provided those requirements are
mandatory in the particular context or jurisdiction, compliance does not by itself constitute a
departure - though the requirement to do so must be made clear.
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* For most valuation purposes, one of the bases of value specified in paragraph 2.2 of VPS 4
will be appropriate. Where another basis is used, this must be clearly defined and stated in
the report. If adoption of that basis is mandatory in the particular context or jurisdiction,
then adoption does not by itself constitute a departure, though the mandatory requirement
to do so must be made clear. RICS does not encourage the voluntary use of a basis of value
not specified in VPS 4, and will always regard such voluntary use as involving a departure
from the Red Book Global Standards.

6.4 A member who makes a departure may be required to justify the reasons for this.

6.5 The circumstances in which a valuer can make a departure from the IVS are as described
in Section 60 of the IVS Framework.

7 Regulation: monitoring compliance with these global standards

71 As a self-regulatory body, RICS has a responsibility to monitor and seek assurance of
compliance by its members and regulated firms with these global standards. It has the right

under its bye-laws to seek information from members or firms. The procedures under which
such powers will be exercised in relation to valuations are set out on the RICS website.

7.2 Members must also comply with the RICS Valuer Registration requirements where
applicable.

8 Application to members of other valuation professional organisations

8.1 These global standards may also be formally adopted by other valuation professional
organisations (VPOs) subject to the prior approval and agreement of RICS.

8.2  Except where RICS has formally agreed to the use of the Red Book Global Standards by
appropriately qualified members of another VPO, no valuer who is not a member of RICS may
state that their valuation is or has been undertaken in full compliance with RICS Red Book Global
Standards.
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PS 2 Ethics, competency,
objectivity and disclosures

This mandatory standard:
* applies the International Valuation Standards (IVS) Framework

* recognises the International Ethical Standards and the International Property Measurement
Standards

* specifies additional mandatory requirements for RICS members.

As it is fundamental to the integrity of the valuation process, all members practising as
valuers must have the appropriate experience, skill and judgment for the task in question
and must always act in a professional and ethical manner free from any undue influence,
bias or conflict of interest.

1 Professional and ethical standards

11 RICS members operate to the highest professional and ethical standards. Thus the criteria
for RICS membership and for qualification and practice as a valuer, including the requirements
of RICS Valuer Registration where applicable (see PS 1 section 1), meet or exceed the standards
for the conduct and competency of professional valuers promoted by the IVSC.

1.2  These global standards are also fully consistent with the ethical principles published to
date by the International Ethical Standards Coalition, of which RICS is a member.

1.3  Aswell as being required to conform to these high-level principles and requirements, all
RICS members are subject to additional - and in many cases more stringent - requirements as
set out below. Observance is monitored and enforced through RICS Regulation.

1.4  Therequirements set out in these global standards are expressly focussed on members
undertaking valuation work, i.e. opinions of value prepared by a member having the appropriate
technical skills, experience and knowledge of the subject of valuation, the market and the
purpose of the valuation.

1.5  Members must at all times act with integrity and avoid any actions or situations that

are inconsistent with their professional obligations. They must bring the required levels

of independence and objectivity to bear on individual assignments, applying professional
scepticism to information and data where it is to be relied on as evidence. Professional
scepticism is an attitude that includes a questioning mind, critically assessing evidence relied
on in the valuation process and being alert to conditions that may cause information provided
to be misleading. Members must not allow conflicts of interest to override their professional or
business judgment and obligations, and must not divulge confidential information. All members
are bound by the RICS Rules of Conduct and must comply with Conflicts of interest, RICS
professional statement.
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2 Member qualification

21 Members and firms must ensure that services are provided by competent individuals
who have the necessary expertise. The test of whether an individual is appropriately qualified to
accept responsibility for, or supervise the inputs into, a valuation involves satisfying the following
criteria:

* appropriate academic/professional qualifications, demonstrating technical competence
* membership of a professional body, demonstrating a commitment to ethical standards

» sufficient current local, national and international (as appropriate) knowledge of the asset
type and its particular market, and the skills and understanding necessary, to undertake the
valuation competently

* compliance with any country or state legal regulations governing the right to practise
valuation and

* where applicable, compliance with the RICS Valuer Registration (VR) requirements.

2.2 As members are active across a wide range of specialisms and markets, membership of
(including the holding of a qualification from) RICS or registration as a valuer does not of itself
imply that an individual necessarily has the practical experience of valuation in a particular
sector or market: this must always be verified by appropriate confirmation.

2.3 Insomejurisdictions, valuers are required to be certified or licensed to undertake certain
valuations. In such cases PS 1 section 4 will apply. In addition, either the client or RICS national
requirements may stipulate more stringent requirements. In such cases a statement must be
included in the terms of engagement and in the report that the named standards have been
complied with - PS 1 paragraph 4.2.

2.4 Ifthe member does not have the required level of expertise to deal with some aspect of
the valuation assignment properly then he or she should decide what assistance is needed. With
the express agreement of the client where appropriate, the member should then commission,
assemble and interpret relevant information from other professionals, such as specialist valuers,
environmental surveyors, accountants and lawyers.

2.5 The personal knowledge and skill requirements may be met in aggregate by more than
one member within a firm, provided that each meets all the other requirements of this standard.

2.6 Theclient’s approval must be obtained if the member proposes to employ another firm
to provide some or all of the valuations that are the subject of the instruction (see also VPS 3,
paragraph 2.2(a)).

2.7 Where more than one valuer has undertaken or contributed to the valuation, a list of
those valuers must be retained with the working papers, together with a confirmation that each
named valuer has complied with the requirements of PS 1.

2.8 A member responsible for supervision (see PS 1 paragraph 1.3) must be able to
demonstrate:

* an appropriate level of supervision throughout all stages of the valuation instruction, suitably
evidenced and capable of standing up to scrutiny and challenge at a later date, particularly
where the valuation assignment involves remote locations and/or more than one jurisdiction

RICS VALUATION - GLOBAL STANDARDS



* an acceptance of responsibility and accountability for the valuation report and its content,
and the ability to explain and defend it if challenged - it is essential that the process is not
seen as one simply of approving automatically without proper consideration.

3 Independence, objectivity, confidentiality and the
identification and management of conflicts of interest

341 Independence and objectivity are inextricably linked to the proper observance of the
confidentiality of information and to the wider issue of the identification and management of
conflicts of interest. Members must follow the mandatory requirements in Conflicts of interest,
RICS professional statement, and have careful regard to the guidance that accompanies

it. The text in the remainder of this section is specifically directed to valuation work and is
supplementary.

3.2  Valuers are reminded of two fundamental requirements contained in Conflicts of
interest:

a No member shall advise or represent a client where doing so would involve a conflict of
interest or a significant risk of a conflict of interest, other than where all of those who are or
may be affected have provided their prior informed consent. (The affected party can only
give informed consent if the person explaining the position to them is entirely transparent,
and also that the person explaining the position is sure that the party affected understands
what they are doing - including the risks involved and any alternative options available - and
is doing it willingly). Informed consent may be sought only where the member is satisfied
that proceeding despite a conflict of interest is in the interests of all of those who are or may
be affected.

b Members should keep records of the decisions made in relation to whether to accept (and
where relevant, to continue) individual professional assignments, the obtaining of informed
consent, and any measures taken to avoid conflicts of interest arising.

3.3  Bringing the required levels of independence and objectivity to bear on individual
assignments, respecting and maintaining confidentiality, and identifying and managing potential
or actual conflicts of interest are of crucial importance. Valuation work often has a particular
complexity or sensitivity concerning such matters and it is a requirement that members act
strictly in accordance with the following general standards and valuation-specific criteria.

3.4 For some purposes, statutes, regulations, rules of regulatory bodies or clients’ special
requirements (such as for secured lending valuations - see VPGA 2) may set out specific criteria
that the member must meet (i.e. they are additional to the general requirements below) in
order to achieve a defined state of independence. Frequently such additional criteria provide

a definition of the acceptable level of independence and may use terms such as ‘independent
expert’, ‘expert valuer’, ‘independent valuer’, ‘standing independent valuer’ or ‘appropriate
valuer’. It is important that the member confirms compliance with these criteria both when
confirming acceptance of the instruction and in the report, so that the client and any third party
relying on the report can be assured that the additional criteria have been satisfied.

3.5 Confidential information is defined in the RICS professional statement Conflicts of
interest as ‘confidential information, whether held or disseminated electronically, verbally or in
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hard copy’. There is a general duty to treat information relating to a client as confidential where
that information becomes known as a result of the professional relationship and is not in the
public domain. Information gathered in the course of valuation work may be market sensitive
and this duty is therefore of special importance.

3.6 In particular, great care must be exercised not to breach confidentiality when reporting
to clients in compliance with VPS 3 paragraph 2.2(h) concerning reference to the ‘key inputs
used’. In accordance with the RICS professional statement Conflicts of interest, the duty of
confidentiality will always take precedence over the duty of disclosure, subject to legal override.

3.7 Therisk of disclosure of confidential information is also a material factor that the valuer
should consider in identifying whether or not there is a potential conflict of interest, or in the
terms of the RICS professional statement a ‘Confidential Information Conflict’ (definition 4.2(c)).
It is sometimes necessary to disclose some details of the valuer’s involvement in the subject

of the valuation. If an adequate disclosure cannot be made without breaching the duty of
confidentiality, then the instruction should be declined.

3.8 The duty of confidentiality is continuous and ongoing, and includes current, past and
even potential clients.

3.9 Whileitis not possible to provide a definitive list of situations in a valuation context
where a threat to a member’s independence or objectivity may arise, the following should always
be regarded as presenting a potential or actual threat and therefore requiring appropriate
action as specified in the RICS professional statement:

* acting for the buyer and the seller of a property or asset in the same transaction

* acting for two or more parties competing for an opportunity

* valuing for a lender where advice is also being provided to the borrower or the broker

* valuing a property or asset previously valued for another client of the same valuer or firm

* undertaking a valuation for third-party consumption where the valuer’s firm has other fee-
earning relationships with the client and

* valuing both parties’ interests in a leasehold transaction.

Members are also reminded that the interest of any third parties in the valuation, and the reliance
they may place on it, will also be a relevant consideration.

3.10 Athreat to the member’s objectivity can arise where the outcome of a valuation is
discussed before its completion with either the client or another party with an interest in the
valuation. While such discussions are not improper, and indeed may be beneficial to both the
member and the client, the member must be alert to the potential influence that such discussions
may have on their fundamental duty to provide an objective opinion. Where such conversations
take place, the member must make a written record of any meetings or discussions, and
whenever the member decides to alter a provisional valuation as a result, the grounds for doing
so must also be carefully noted.

3.11 The member may need to discuss various matters, such as the verification of facts and
other relevant information (for example, confirming the outcome of rent reviews or clarifying
the boundaries of a property), before forming a preliminary opinion of value. At any stage in the
valuation process such discussions give the client an opportunity to understand the member’s
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viewpoint and evidence. It is expected that the client would disclose facts or information,
including information about transactions in the property, asset or liability, relevant to the
valuation task.

3.12 In providing a client with preliminary advice, or a draft report or valuation in advance of
its completion, the member must state that:

* the opinion is provisional and subject to completion of the final report
* the advice is provided for the client’s internal purposes only and

* anydraftis on no account to be published or disclosed.

* If any matters of fundamental importance are not reflected, their omission must be
declared.

3.13 Where discussions with a client occur after the provision of preliminary material or
opinions, it is important that such discussions do not, and can be shown not to, lead to any
perception that the member’s opinion has been influenced by those discussions, other than to
correct inaccuracies or incorporate any further information provided.

3.14 To demonstrate that the discussions have not compromised the member’s independence
the file notes of discussions with the client on draft reports or valuations should include:

* the information provided, or the suggestions made, in relation to the valuation
* how that information was used to consider a change in material matters or opinions and
* the reasons why the valuation has or has not been changed.

3.15 If requested, this record should be made available to auditors or any other party with a
legitimate and material interest in the valuation.

4 Maintaining strict separation between advisers

41 RICS has strict guidelines on the minimum standards that must be adopted by
organisations, once ‘informed consent’ has been obtained in accordance with the RICS
professional statement Conflicts of interest, when separating the advisers acting for
‘conflicting’ clients. Any arrangement (colloquially known in some jurisdictions as a ‘Chinese
wall’) that is established must be robust enough to offer no chance of information or data
passing from one set of advisers to another. This is a very strict test; taking ‘reasonable steps’ to
operate an effective separation is not sufficient.

4.2  Accordingly, any arrangement set up and agreed to by affected clients must be overseen
by a ‘compliance officer’ as described below, and must satisfy all of the following requirements:

a theindividual(s) acting for conflicting clients must be different - note that this extends to
secretarial and other support staff

b such individuals or teams must be physically separated, at least to the extent of being in
different parts of a building, if not in different buildings altogether

¢ any information or data, however held, must not be accessible to ‘the other side’” at any time
and, if in a written form, must be kept secure in separate, locked accommodation to the
satisfaction of the compliance officer, or another senior independent person, within the firm
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d the compliance officer or other senior independent person:

i should oversee the setting up and maintenance of the arrangement while it is in operation,
adopting appropriate measures and checks to ensure it is effective

ii must have no involvement in either of the instructions and

iii should be of sufficient status within the organisation to be able to operate without
hindrance and

e there should be appropriate education and training within the firm on the principles and
practices relating to the management of conflicts of interest.

4.3  Effective arrangements are unlikely to work without considerable planning, as their
management needs to be an established part of a firm'’s culture. It will therefore be more
difficult, and often impossible, for smaller firms or offices to operate them.

5 Disclosures where the public has an interest or upon which
third parties may rely

5.1 Disclosure requirements

5.1.1 Certain types of valuation may be relied on by parties other than the client that either
commissioned the report or to whom it is addressed. Examples of this type of valuation would
include those for:

* apublished financial statement

* astock exchange, or similar body

* publication, prospectus or circular

* investment schemes (in the Americas, where applicable: investment programs), which may
take a number of forms in individual jurisdictions

» takeovers or mergers.

Where the valuation is of an asset that has previously been valued by the valuer, or the valuer’s
firm for any purpose, the following disclosures must be made in the terms of engagement, in
the report, and in any published reference to the valuation, as the case may be, as set out later
below:

* the relationship with the client and previous involvement

* rotation policy

* time as signatory

e proportion of fees.

5.1.2 The disclosures required by this standard may be modified or extended by requirements
that apply to a specific country or state), or that are incorporated into the relevant national
standards (where PS 1 section 4 applies).

5.1.3 For modified or extended requirements in relation to valuation for secured lending see
VPGA 2.
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5.2 Reliance by third parties

5.21 Where reliance may be placed on a valuation by a third party (as defined in the Glossary)
who or which is identifiable from the outset, the disclosures in accordance with this section
must be made promptly to that party before the valuation is undertaken. In addition to those
disclosures there must also be disclosure of any circumstances where the valuer or the firm
will gain from the appointment beyond a normal fee or commission. This gives third parties
the opportunity to object to the appointment if they feel that the member’s independence and
objectivity may be compromised.

5.2.2 However, in many cases the third parties will be a class of individuals, for example, the
shareholders of a company, where disclosure at the outset to all interested third parties would
clearly be impractical. In such cases the earliest practical opportunity for disclosure will be in
the report or any published reference to it. A greater onus thus lies on the member to consider,
before accepting the instruction, whether those third parties relying on the valuation will accept
that any involvement requiring disclosure does not unduly compromise the member’s objectivity
and independence. See section 8 below for further detail about disclosures in relation to
specific categories of valuation.

5.2.3 Valuations in the public domain, or which will be relied on by third parties, are frequently
subject to statute or regulation. There are often specific stipulations that the member must
meet in order to be deemed suitable to provide a truly objective and independent view. Where
that is not the case, the onus is on the member to ensure that there is an awareness of potential
conflicts and other threats to independence and objectivity.

5.3  The relationship with the client and previous involvement

5.3.1 Although the requirement for the member to act with independence, integrity and
objectivity as described above is clear, it does not necessarily require disclosure of all the
working relationships between the member and the client. The member should consider and
follow the principles set out in the RICS professional statement Conflicts of interest. In cases of
doubt it is recommended that a disclosure is made.

5.3.2 To expose any potential conflict of interest where the member, or the member’s firm,
has been involved with the purchase of one or more assets for the client within the period of
12 months preceding the date of instruction or date of agreement of the terms of engagement
(whichever is earlier) or a specific longer period prescribed or adopted in a particular
jurisdiction, the member must disclose in relation to those assets:

— receipt of an introductory fee or

— negotiation of that purchase on behalf of the client.
5.3.3 In considering the disclosures required by this professional statement, it is necessary to
identify the ‘client” and ‘firm’".

5.3.4 There are many different relationships that may be considered to fall within the
identification of the client and firm. To be consistent with the minimum terms of engagement (see
VPS 1) and reporting (see VPS 3), the client is the entity that agrees the terms of engagement and
to which the report is addressed. The firm is the entity that is identified in the confirmation of
the terms of engagement and the report.
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5.3.5 Closely connected companies within a group should properly be regarded as a single
client or firm. However, due to the often complex nature of modern business it is frequently the
case that the other entities have only a remote legal or commercial connection with the client
for which the member’s firm also acts. There may also be practical difficulties in identifying such
relationships, for example, between the associates of the member’s firm in other countries or
states and the client. Sometimes it is the member’s commercial relationship with a party other
than the client that could create a perceived threat to independence.

5.3.6 The member is expected to make reasonable enquiries proportionate to the
circumstances: it is not necessary to establish every potential relationship that there may be,
provided the member adheres to the principles of this standard.

5.3.7 The following are examples of where the disclosure requirements will relate to and
include parties other than the entity giving the valuation instruction:

* subsidiaries of an instructing holding company

* where instructions are from a subsidiary company, those other companies connected by the
same holding company or

* athird party issuing valuation instructions as an agent for different legal entities, for example,
the managers of a property fund.

5.3.8 Similar considerations apply in identifying the extent of the member’s firm for disclosure
purposes, where there may be separate legal entities in different locations and/or undertaking
different types of work. It may not be relevant to include all organisations connected with the
firm undertaking the valuation where the activities are remote or immaterial - for example, they
do not involve the provision of asset valuation or similar advice. However, if there is a series of
closely connected entities trading under a common style, the extent of the client’s relationship
with all those entities should be disclosed - for example, a firm where one arm is undertaking
valuations and another undertaking all other property advice and management.

5.3.9 National or jurisdictional valuation standards or local regulations may extend this
requirement by applying additional requirements.

5.4  Rotation policy

5.41 The obligation to disclose the firm’s rotation policy will arise only where the member has
provided a series of valuations over a period of time. Where it is a first or one-off instruction, it is
not necessary to comment on any general rotation policy.

5.4.2 Where the member responsible for the valuation in accordance with this standard holds
that responsibility for many years, familiarity with either the client or the asset valued could lead
to the perception that the member’s independence and objectivity has been compromised. This
may be addressed by arranging for the rotation of the member who accepts responsibility for
the valuation.

5.4.3 The method by which a firm arranges for any rotation of those responsible for
valuations is for the firm to decide, after discussion with the client if appropriate. However, RICS
recommends that the individual responsible for signing the report, no matter the standing of
that member in the firm, has that responsibility for a limited number of years. The exact period
will depend on:
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* the frequency of valuation

* any control and review procedures in place such as ‘valuation panels’, which assist both the
accuracy and objectivity of the valuation process and

* good business practice.

RICS considers it good practice, albeit not mandatory, to rotate valuers at intervals not
exceeding seven years.

5.4.4 |If afirmis of insufficient size to rotate the signatory, or to have in place ‘valuation panels’,
other arrangements could be made to comply with the principles of this standard. For example,
where the same valuation instruction is undertaken on a regular basis, an arrangement for

the valuation to be periodically reviewed at intervals not greater than seven years by another
member would assist in demonstrating that the member is taking steps to ensure that objectivity
is maintained and thus may retain the confidence of those relying on the valuation.

5.5 Time as signatory

5.5.1 The purpose of this requirement is to provide any third party with information on the
length of time that a member has continuously been the signatory to valuations for the same
purpose. It also requires a similar disclosure as to the length of time the member’s firm has been
carrying out valuations of that asset for the same client, and the extent and duration of their
relationship.

5.5.2 Inrelation to the member, the disclosure should relate to the continuous period of
responsibility for the valuation up to the date of the report. It is possible that the member was the
signatory to previous reports for the same purpose, but due to the firm’s rotation policy (as set
out earlier) there was a period of time when the member did not have that responsibility. There
is no requirement to include that earlier period in the disclosure.

5.5.3 The member is not required to provide a comprehensive account of all work ever
undertaken by the member’s firm for the client. A simple, concise statement that discloses the
nature of other work done and the duration of the relationship is all that is required.

5.5.4 If there is no relationship other than the valuation instruction in question, a statement to
that effect should be made.

5.6 Previous involvement

5.6.1 The purpose of this requirement is to expose any potential conflict of interest where

the member, or the member’s firm, has valued the asset for the same purpose, or has been
involved with the purchase of the same asset for the client either within the period of 12 months
preceding the valuation date or within such other period and criteria as may be prescribed or
adopted in a particular state or country.

5.6.2 Where the valuation is provided for inclusion in a published document in which the public
has an interest, or upon which third parties may rely, the member should make the following
disclosures:

a where avaluation is of an asset that has previously been valued by the member or the
member’s firm, for the same purpose:
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— inthe terms of engagement, a statement about the firm’s policy on the rotation of the
valuer responsible for the valuation and

- inthe report, and published reference to it, a statement of the length of time the
valuer has continuously been the signatory to valuations provided to the client for the
same purpose as the report and, in addition, the length of time the valuer’s firm has
continuously been carrying out the valuation instruction for the client

b the extent and duration of the relationship of the valuer’s firm with the client for any
purpose

¢ where the report, and any published reference to it, includes one or more assets acquired
by the client within the period applicable under paragraph 5.6.1 immediately above, and the
member or member’s firm, has in relation to those assets:
- received an introductory fee or
— negotiated that purchase on behalf of the client
a statement should be made to such effect including, wherever relevant, endorsement of the
report in accordance with paragraph 5.7 immediately below.

5.6.3 National valuation standards or local regulations may extend this requirement by
applying additional criteria.

5.6.4 For additional or modified requirements in relation to valuation for secured lending see
VPGA 2.

5.7  Proportion of fees

5.71 A statement should be made that the proportion of the total fees payable by the client
during the preceding year relative to the total fee income of the member’s firm during the
preceding year are minimal, significant or substantial.

5.7.2 A proportion of fees less than 5% may be considered to be ‘minimal’. Between 5% and
25% may be considered to be significant, and above 25% is substantial.

5.7.3 National valuation standards or local regulations may extend this requirement by
applying additional criteria.

5.8  Other disclosures

5.8.1 Care should be taken to make sure that, in addition to the various disclosures required
under VPS 1 to VPS 3, all other disclosures required for a particular valuation or purpose are
made. Disclosure requirements that may require more specific information related to the
purpose of the valuation include:

* material involvement

* the status of the member

* specific requirements as to independence

* knowledge and skills of the member

* extent of investigations

* management of any conflicts of interest
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e the valuation approach

» disclosures required by any regulatory body governing the purpose of the valuation.

6 Reviewing another valuer’s valuation

6.1 A valuer may quite properly be requested to review all or part of a valuation prepared by
another valuer in circumstances that include the following, though the list is not exhaustive:

* assisting the consideration of risk assessment

* providing comment on a published valuation, for instance in a takeover situation
* commenting on valuations produced for use in legal proceedings

* assisting an audit enquiry.

6.2 Itisimportant to make a clear distinction between a critical review of a valuation and
an audit of a valuation or an independent valuation of a property, asset or liability included in
another valuer’s report.

6.3 Incarrying out any review the member is expected, by reference to the valuation date and
to the facts and circumstances relevant to the asset at the time, to:

* form opinions as to whether the analysis in the work under review is appropriate
* consider whether the opinions and conclusions are credible and
* consider whether the report is appropriate and not misleading.

6.4 The review must be undertaken in the context of the requirements applicable to the
work under review, and the member must develop and report opinions and conclusions together
with the reasons for any disagreement.

6.5 A member must not undertake a critical review of a valuation prepared by another valuer
that is intended for disclosure or publication, unless the member is in possession of all the facts
and information upon which the first valuer relied.

7 Terms of engagement (scope of work)

71 Consistent with the various requirements set out above and to ensure that all relevant
matters have been, or will be, adequately covered, it is fundamental that by the time any written
valuation is concluded, but prior to the issue of the report, all the matters material to the report
must have been fully brought to the client’s attention and appropriately documented. This is to
ensure that the report does not contain any revision of the initial terms of engagement of which
the client is unaware.

7.2 Members should take care that they understand their clients’ needs and requirements
fully, and appreciate that there will be occasions when they may need to guide clients to choose
the most appropriate advice for the given circumstances.

7.3  The standards for minimum terms of engagement are set out in VPS 1. Where VPS 1 is not
mandatory (for example, PS 1 section 5), appropriate terms of engagement should nevertheless
be prepared to suit the specific case. It is acknowledged, given the sheer diversity of valuation
activity undertaken by members, and the diversity of jurisdictional contexts in which valuations
and valuation advice are delivered, that terms of engagement will be commensurate to the client’s
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needs - but in all cases members must ensure that all matters material to the report have been
brought to the client’s attention.

7.4  Asdisputes may arise many years after the completion of a valuation, it is essential that
the agreement of the terms of engagement is contained in, or evidenced by, comprehensive
documentation maintained in a recognised and acceptable business format.

8 Responsibility for the valuation

8.1 For the avoidance of doubt, once the various preliminary issues above have been
adequately addressed, each assignment to which these global standards apply must be
prepared by, or under the supervision of, an appropriately qualified, and named, valuer who
accepts responsibility for it.

8.2  Where the valuation has been prepared with input from other members or valuers, or

a separate valuation report on some specific aspect is incorporated, the resultant valuation
remains the responsibility of the named valuer under paragraph 7.1 above, but the others
involved may be acknowledged ensuring that any statements expressly required under VPS 3,
paragraph 2.2(a) are made.

8.3  RICS does not allow a valuation to be prepared by a ‘firm’ (even though this is permitted
by the IVS). However, the use of ‘for and on behalf of’ under the responsible valuer’s signature is
an acceptable substitution.

8.4  Members are discouraged from referring to any valuation or report as either ‘formal’ or
‘informal’, as these terms may give rise to misunderstanding, particularly regarding the extent of
investigation and/or assumptions that the member may or may not have undertaken or made.

8.5 Members must exercise great caution before permitting valuations to be used for
purposes other than those originally agreed. It is possible that a recipient or reader will not
fully appreciate the restricted character of the valuation and of any qualifications in the report,
and that it may be misquoted out of context. Furthermore a conflict of interest may potentially
arise that would not have been relevant to the original assignment. It is essential therefore that
the terms of engagement and the reporting appropriately address this risk. See also section 4,
Maintaining strict separation between advisers, above.
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Part 4. Valuation technical and
performance standards

As explained in paragraphs 13 and 14 of the Introduction, the global technical and
performance standards to be followed by members are set out in VPS 1-5 which follow.
While VPS 1, 4 and 5 focus more on technical standards and VPS 2 and 3 focus more on
performance and delivery standards, it would not be helpful to seek to categorise them
further in any way. Instead their current order corresponds with that of the International
Valuation Standards, which the VPSs adopt and apply. See the text box at the start of each
VPS.
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VPS 1 Terms of engagement
(scope of work)

This mandatory standard:

* applies International Valuation Standard (IVS) 101 Scope of Work
* specifies additional mandatory requirements for RICS members designed to:

* enhance client understanding of the service to be provided, with clarity concerning the basis
on which the fee will be calculated

* provide assurance that work undertaken by RICS members meets high professional
standards backed by effective regulation

* address particular aspects of implementation that may arise in individual cases.

1 General principles

1.1 Normally the terms of engagement will be settled between the client and the valuer when
instructions are first received and accepted (the initial confirmation of instructions). However,

it is recognised that a valuation assignment may range from a single asset to a substantial
portfolio, thus the extent to which all the minimum terms of engagement can be confirmed at the
outset could also vary.

1.2 Valuers should take care to ensure that they understand their clients’ needs and
requirements fully, and appreciate that there will be occasions when they may need to guide
clients to choose the most appropriate advice for the given circumstances.

1.3 In brief, the terms of engagement should convey a clear understanding of the valuation
requirements and process and should be couched in terms that can be read and understood by
someone with no prior knowledge of the subject asset, nor of the valuation process.

1.4  The format and detail of the proposed valuation report is a matter to be agreed between
the valuer and the client and recorded in writing in the terms of engagement. It should always be
proportionate to the task and - as for the valuation itself - be professionally adequate for the
purpose. For clarity, the standards expressly to be met when issuing a valuation report are set
out in VPS 3. These generally mirror the requirements set out here, but with some additional
detail.

1.5 Whenever the valuer or client identifies that a valuation may need to reflect an actual or
anticipated marketing constraint, details of that constraint must be agreed and set out in the
terms of engagement. The term ‘forced sale value’ must not be used (see VPS 4 section 10).

1.6 By the time the valuation is concluded, but prior to the issue of the report, all relevant
matters must have been fully brought to the client’s attention and appropriately documented.
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This is to ensure that the report does not contain any revision of the initial terms of engagement
of which the client is unaware.

2 Terms of engagement format

21 Firms may have a standard form of terms of engagement or standing terms of engagement
in place that may include several of the minimum terms required by this global standard. The
valuer may need to amend such a form to refer to those matters that will be clarified at a later
date.

2.2  Although the precise format of the terms of engagement may vary - for example, some
‘in-house’ valuations may have standing instructions or other internal policies or procedures
- valuers must prepare written terms of engagement for all valuation work. The risks that can
potentially arise if queries are subsequently raised and the parameters for the valuation
assignment are insufficiently documented cannot be over-emphasised.

3 Terms of engagement (scope of work)
341 Terms of engagement must address the following matters.
a Identification and status of the valuer

b Identification of the client(s)

¢ Identification of any other intended users

d Identification of the asset(s) or liability(ies) being valued

e Valuation (financial) currency

f Purpose of the valuation
g Basis(es) of value adopted
h Valuation date

Nature and extent of the valuer’s work - including investigations - and any limitations
thereon

j Nature and source(s) of information upon which the valuer will rely

k All assumptions and special assumptions to be made

I  Format of the report

m Restrictions on use, distribution and publication of the report

n Confirmation that the valuation will be undertaken in accordance with the IVS
o The basis on which the fee will be calculated

p Where the firm is registered for regulation by RICS, reference to the firm’s complaints
handling procedure, with a copy available on request
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q Astatement that compliance with these standards may be subject to monitoring
under RICS’ conduct and disciplinary regulations

r Astatement setting out any limitations on liability that have been agreed.

3.2 Each heading is considered in more detail below. The text in bold specifies the key
principles. The accompanying text specifies how the principles are to be interpreted and
implemented in individual cases.

a) ldentification and status of the valuer
Include a statement confirming:

» that the valuation will be the responsibility of a named individual valuer. RICS does not
allow a valuation to be prepared by a ‘firm’

* that the valuer is in a position to provide an objective and unbiased valuation

* whether or not the valuer has any material connection or involvement with the
subject asset or the other parties to the valuation assignment. If there are any other
factors that could limit the valuer’s ability to provide an impartial and independent
valuation, such factors must be disclosed

* that the valuer is competent to undertake the valuation assignment. If the valuer
needs to seek material assistance from others in relation to any aspect of the
assignment, the nature of such assistance and the extent of reliance must be clear,
agreed and recorded.

Implementation

1 The use of ‘for and on behalf of” a firm is an acceptable substitution by an identified
signatory when issuing a report. If the valuation has been undertaken by a member under the
supervision of an appropriately qualified valuer, the valuer fulfilling the supervisory function
must ensure, and be satisfied, that the work undertaken meets the same minimum standards
as if he or she had been solely responsible for the task.

2 For some purposes the valuer may be required to state if he or she is acting as an
internal or external valuer. Where the valuer is obliged to comply with additional requirements
regarding independence, PS 2 section 3 will apply.

3 In considering the extent of any material involvement, whether past, current or possible
future involvement, the valuer must state such involvement in the terms of engagement. Where
there has not been any previous material involvement, a statement to that effect must be
made in the terms of engagement and valuation report (see VPS 3 paragraph 2.2(a)(4)). More
extensive guidance on independence and objectivity is given in PS 2.

4 With regard to the competence of the valuer, the statement may be limited to
confirmation that the valuer has sufficient current local, national and international (as
appropriate) knowledge of the particular market, and sufficiently developed skills and
understanding to undertake the valuation competently. It is not necessary to provide any
details. Where the provisos in PS 2 section 3 apply, an appropriate disclosure is to be made.
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b) Identification of the client(s)

Confirmation of those for whom the valuation assignment is being produced is important
when determining the form and content of the report to ensure that it contains
information relevant to their needs. Any restriction on those who may rely upon the
valuation assighment must be agreed with the client and recorded.

Implementation

1 Requests for valuations will frequently be received from representatives of the client, in
which event the valuer should ensure that the client is correctly identified. This is particularly
relevant where:

* therequestis made by the directors of a company, but the client is the company and the
directors have a separate legal standing or

* the valuation is required for loan purposes and, although commissioned by the borrower
or an entity acting for the lender (for example, a service management company), the report
may be for the lender, its subsidiaries, or members of a syndicate, for example, so it is
imperative to identify the true client or

* the valuation is required for estate management or estate-related revenue filings and,
although commissioned by a financial adviser or an attorney, the report may be for the
estate, the true client.

¢) ldentification of other intended users:

It is important to understand whether there are any other intended users of the
valuation report, their identity, and their needs, in order to ensure that the report
content and format meets those users’ needs.

Implementation

1 The valuer must state whether or not any parties other than the client may rely upon the
valuation.
2 In many cases, it will only be the valuer’s client who is seeking reliance upon the valuation.

Agreeing to extend reliance to third parties may significantly increase the risks to the valuer.

3 As a default position, valuers should confirm that they do not permit third party reliance
on the valuation report in their terms of engagement. Any permitted reliance on the valuation by
a third party should be carefully considered and the terms on which reliance is permitted should
be documented. Particular care needs to be taken to ensure that the valuer does not unwittingly
become exposed to the risk of third parties claiming that a duty of care has been extended to
them, and that any relevant terms of business (such as limitations on liability) apply to third
parties who are permitted to rely on a valuation. Valuers should consider taking legal advice in
this regard.

4 Valuers should exercise care in considering whether assignment of the valuation
engagement contract (as distinct from permitting third parties to rely upon it) is to be permitted,
as doing so may expose valuers to additional risks. Valuers should ensure that the terms of their
professional indemnity insurance provides the requisite cover where assignment is permitted.
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d) Identification of the asset(s) or liability(ies) being valued:

The subject asset or liability in the valuation assignment must be clearly identified,
taking care to distinguish between an asset or liability and an interest in or right to use
that asset or liability as the case may be.

If the valuation is of an asset or liability that is used in conjunction with other assets or
liabilities, it will be necessary to clarify whether those assets or liabilities are:

* included in the valuation assignment
¢ excluded but assumed to be available or
 excluded and assumed not to be available.

If the valuation is of a fractional interest held in an asset or liability, it will be necessary
to clarify the relationship of the fractional interest being valued relative to all other
fractional interests and the obligations of the fractional interest ownership, if any, to
other fractional interest owners.

Particular regard must be had to the identification of portfolios, collections and groups of
properties. It is essential to consider ‘lotting’ or ‘grouping’; the identification of different
property or asset categories; and any assumptions or special assumptions relating to

the circumstances under which the properties, assets, liabilities or collections may be
brought to the market.

Implementation

1 The legal interest in each asset or liability must be stated. Clarification is essential to
distinguish between the characteristics of the asset in its entirety and the particular right or
interest that is being valued.

2 When valuing an interest in real property that is subject to a tenancy, it may be necessary
to identify any improvements undertaken by tenants and to clarify whether or not these
improvements are to be disregarded on renewal, or review, of the lease, or even if they may give
rise to a compensation claim by the tenant when vacating the property.

3 When valuing a fractional (percentage of the whole) ownership interest in a real property,
the valuer also needs to identify the degree of control represented by the percentage interest
being valued and any rights held by the other fractional interest ownerships that encumber

the marketability of the interest being valued (such as a first right of purchase in the event the
ownership being valued is to be sold).

4 Where there is doubt about what constitutes a single property or asset, the valuer must
‘lot’, or group, the properties for valuation in the manner most likely to be adopted in the case
of an actual sale of the interest(s) being valued. However, the valuer must always discuss the
options with the client and must confirm the approach adopted in the terms of engagement and
subsequently in the valuation report.

5 For further guidance on portfolios, collections and groups of properties including the
reporting format, see VPGA 9.

6 For non-financial liabilities, see I1VS 220.

RICS VALUATION - GLOBAL STANDARDS



e) Valuation (financial) currency

The currency in which the valuation of the asset or liability is to be expressed must be
established.

This requirement is particularly important for valuation assignments involving assets or
liabilities in more than one jurisdiction and/or cash flows in multiple currencies.

Implementation

1 If a valuation has to be translated into a currency other than that of the country in which
the asset is located, the basis of the exchange rate must be agreed.

f) Purpose of the valuation

The purpose for which the valuation assignment is being prepared must be clearly
identified and stated as it is important that valuation advice is not used out of context or
for purposes for which it is not intended.

The purpose of the valuation will also typically influence or determine the basis(es) of
value to be used.

Where the purpose of valuation is a named exception (see PS 1 section 5), as a matter
of good practice VPS 1-5 should be followed - where not precluded by the specific
requirement or context.

Implementation

1 If the client declines to reveal the purpose of the valuation, valuers should be aware that
it may be difficult to comply with all aspects of these global standards. If the valuer is willing

to proceed with the valuation, the client must be advised in writing that this omission will be
referred to in the report. In this case the report must not be published or disclosed to third
parties.

2 If an unusually qualified valuation is to be provided, the terms of engagement must state
that it is not to be used for any purpose other than that originally agreed with the client.

g) Basis(es) of value adopted:

The valuation basis must be appropriate for the purpose of the valuation. The source
of the definition of any basis of value used must be cited or the basis explained. This
requirement does not apply to a valuation review where no opinion of value is to be
provided and the reviewer is not required to comment on the basis of value used.

Implementation

1 Where a valuation basis is expressly defined in these global standards (including IVS-
defined bases), that definition must be reproduced in full. Where the definition is supplemented
by a detailed conceptual framework or other explanatory material, it is not necessary to
reproduce that framework or explanation. However, there is discretion to reproduce it should
the valuer consider that it assists the client to understand more fully the reasoning behind the
basis of value adopted.
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2 For certain specific purposes, such as financial reporting under the International Financial
Reporting Standards, or in consequence of individual jurisdictional requirements, the adoption
of a specific basis of value may be stipulated. In all other cases the appropriate basis(es) is
essentially a matter for the valuer’s professional judgment.

3 It is recognised that for some purposes a projected value may be required in addition to
a current valuation. Any such projection should comply with the applicable jurisdictional and/or
national standards. See VPS 4.

h) Valuation date

The valuation date may be different from the date on which the valuation report is to be
issued or the date on which investigations are to be undertaken or completed. Where
appropriate, these dates should be clearly distinguished.

Implementation

1 The specific valuation date will need to be agreed with the client - an assumption that the
valuation date is the date of the report is not acceptable.

2 Where, exceptionally, the advice being provided relates to a future date, see VPS 3
paragraph 2.2(f) and VPS 4 section 11, regarding the reporting requirements.

i) Nature and extent of the valuer’s work - including investigations - and any limitations thereon

Any limitations or restrictions on the inspection, inquiry and/or analysis for the purpose
of the valuation assignment must be identified and recorded in the terms of engagement.

If relevant information is not available because the conditions of the assignment
restrict the investigation, then if the assignment is accepted, these restrictions and any
necessary assumptions or special assumptions made as a result of the restriction must be
identified and recorded in the terms of engagement.

Implementation

1 A client may require a restricted service; for example, a short timescale for reporting may
make it impossible to establish facts that would normally be verified by inspection, or by making
normal enquiries; or the request may be for a valuation based on the output of an automated
valuation model (AVM). Note that the provision of an AVM-derived output would be regarded

as the provision of a written valuation for the purpose of these standards (see PS 1 paragraph
1.4). Accordingly valuers should be alert to, and aware of, the implications of either accepting

or manually modifying an AVM output. A restricted service will also include any limitations on
assumptions made in accordance with VPS 2.

2 It is accepted that a client may sometimes require this level of service, but it is the
duty of the valuer to discuss the requirements and needs of the client prior to reporting.
Such instructions, when related to real estate, are often referred to as ‘drive-by’, ‘desk-top’ or
‘pavement’ valuations.

3 The valuer should consider if the restriction is reasonable, with regard to the purpose
for which the valuation is required. The valuer may consider accepting the instruction subject
to certain conditions, for example that the valuation is not to be published or disclosed to third
parties.
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4 If the valuer considers that it is not possible to provide a valuation, even on a restricted
basis, the instruction should be declined.

5 The valuer must make it clear when confirming acceptance of such instructions that the
nature of the restrictions and any resulting assumptions, and the impact on the accuracy of the
valuation, will be referred to in the report. (See also VPS 3.)

6 VPS 2 contains general requirements with regard to inspections.
j) Nature and source(s) of information upon which the valuer will rely

The nature and source of any relevant information that is to be relied upon and the
extent of any verification to be undertaken during the valuation process must be
identified, agreed and recorded.

For this purpose, ‘information’ is to be interpreted as including data and other such
inputs.

Implementation

1 Where the client will provide information that is to be relied on, the valuer has

a responsibility to state that information clearly in the terms of engagement and, where
appropriate, its source. In each case the valuer must judge the extent to which the information
to be provided is likely to be reliable, being mindful to recognise and not to exceed the
limitations of their qualification and expertise in this respect.

2 The client may expect the valuer to express an opinion (and, in turn, the valuer may
wish to express an opinion) on social, environmental and legal issues that affect the valuation.
The valuer must therefore make clear in the report any information that must be verified by
the client’s or other interested parties' legal advisers before the valuation can be relied on or
published.

k) All assumptions and special assumptions to be made

All assumptions and special assumptions that are to be made in the conduct and reporting
of the valuation assignment must be identified and recorded:

* Assumptions are matters that are reasonable to accept as fact in the context of the
valuation assignment without specific investigation or verification. They are matters
that, once stated, are to be accepted in understanding the valuation or other advice
provided.

* Aspecial assumption is an assumption that either assumes facts that differ from the
actual facts existing at the valuation date or that would not be made by a typical
market participant in a transaction on the valuation date.

Only assumptions and special assumptions that are reasonable and relevant having regard
to the purpose for which the valuation assignment is required should be made.

Implementation

1 Special assumptions are often used to illustrate the effect of changed circumstances on
value. Examples of special assumptions include:

* that a proposed building had actually been completed on the valuation date
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* that a specific contract was in existence on the valuation date which had not actually been
completed

* that afinancial instrument is valued using a yield curve that is different from that which
would be used by a market participant.

2 Further guidance on assumptions and special assumptions, including the case of projected
values (i.e. future state of the asset or of any factors relevant to its valuation) can be found in
VPS 4.

[) Format of the report

The valuer must establish the format of the report and how the valuation will be
communicated.

Implementation

1 VPS 3 sets out the mandatory reporting requirements. Where - exceptionally - it is
agreed that any of the minimum reporting contents are to be excluded they may be treated as
departures, provided they are agreed in the terms of engagement, are appropriately referred to
in the valuation report, and do not result in a report that is misleading and/or professionally
inadequate for its purpose.

2 A report prepared in accordance with this standard and with VPS 3 must not itself be
described as a certificate or statement, the use of such language implying either a guarantee or
a level of certainty that is often inappropriate. However, a valuer may use the term ‘certified’, or
similar words, within the body of a report where it is known that the valuation is to be submitted
for a purpose that requires formal certification of a valuation opinion.

3 Valuers should be aware that the terms ‘certificate of value’, ‘'valuation certificate’

and ‘statement of value’ have specific meanings in certain countries or states in designating
statutory documents. One common factor is that these documents require a simple
confirmation of price or value, without any requirement to understand the context, fundamental
assumptions or analytical processes behind the figure provided. A valuer who has previously
provided a valuation or advised on a transaction involving the asset may prepare such a
document where the client is required to provide it by statute.

m) Restrictions on use, distribution and publication of the report

Where it is necessary or desirable to restrict the use of the valuation advice or those
relying upon it, the restrictions must be clearly communicated.

Implementation

1 The valuer must state the permitted use, distribution and publication of the valuation
report.

2 Restrictions are only effective if notified to the client in advance.

3 The valuer should keep in mind that any insurance that protects against claims for

negligence under professional indemnity insurance (Pll) policies may require the valuer to have
particular qualifications, and to include certain limiting clauses in every report and valuation.
If this is the case the relevant words should be repeated, unless the insurers agree to either
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a modification or a complete waiver. If in doubt, valuers should refer to their insurance policy
before accepting instructions.

4 Some valuations will be for purposes where the exclusion of third party liability is either
forbidden by law or by an external regulator. In other cases, it will be a matter for clarification or
agreement with the client, having regard also to the judgment of the valuer.

5 Particular care should be taken in relation to valuation assignments in connection with
secured lending to address third party liability issues.

n) Confirmation that the valuation will be undertaken in accordance with the IVS
The valuer should provide:

confirmation that the valuation will be undertaken in accordance with the
International Valuation Standards (IVS) and that the valuer will assess the
appropriateness of all significant inputs

or (depending on clients’ particular requirements)

confirmation that the valuation will be undertaken in accordance with the
RICS Valuation - Global Standards, which incorporate the IVS, and (where
applicable) the relevant RICS national or jurisdictional supplement. Where
appropriate, such confirmation may be abbreviated to refer simply to the
RICS Red Book Global Standards.

In both cases an accompanying note and explanation of any departures from the IVS
or the RICS Red Book Global Standards must be included. Any such departure must
be identified, together with justification for that departure. A departure would not be
justified if it results in a valuation that is misleading.

Implementation

1 There is no material difference in outcome between the respective forms of
endorsement above, which may be used according to the particular requirements of the
valuation assignment. Some clients will expressly wish to have confirmation that the valuation
has been undertaken in accordance with the IVS, and it is naturally in order for this to be given.
In all other cases confirmation that the valuation has been undertaken in accordance with the
RICS Red Book Global Standards carries with it the dual assurance of compliance with the IVS
technical standards and with the RICS professional standards overall.

2 References to the RICS Red Book Global Standards without reference to the year of issue
will be taken to mean the version of the RICS standards operative at the valuation date, provided
that it is on or before the date of the report. Where a ‘projected value' is to be provided (i.e.
relating to a date after the date of the report) the date of the report will be the deciding factor as
to the RICS Red Book Global Standards version that applies.

3 The statement of compliance should draw attention to any departures (see PS 1
section 6). Where a departure is made that is not mandatory, it will not be possible to confirm
compliance with the IVS.

4 Where other valuation standards - specific to a particular jurisdiction - will be followed,
this should be confirmed as part of agreeing the terms of engagement.
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0) The basis on which the fee will be calculated
Implementation

1 The level of the fee is a matter to be settled with the client, unless there is a fee basis
prescribed by an external body that binds both parties. RICS does not publish any scale of
recommended fees.

p) Where the firm is registered for regulation by RICS, reference to the firm’s complaints
handling procedure, with a copy available on request

Implementation

1 This requirement is included to emphasise the need for firms registered for regulation by
RICS to comply with the RICS Rules of Conduct.

g) A statement that compliance with these standards may be subject to monitoring under RICS’
conduct and disciplinary regulations

Implementation

1 The purpose of this statement is to draw the attention of the client to the possibility that
the valuation may be investigated for compliance with these standards.

2 Guidance on the operation of the monitoring regime, including matters relating to
confidentiality, is available on the RICS website.

3 Clients should be aware that this statement cannot validly be made by any valuer who is
not a member or practising within an RICS-regulated firm or covered by an arrangement under
PS 1 Section 8.

r) A statement setting out any limitations on liability that have been agreed
Implementation

1 The issues of risk, liability and insurance are closely linked. Pending the issue of guidance
of global application, members should check the latest RICS guidance applicable in their
jurisdiction on the RICS website.
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VPS 2 Inspections, investigations
and records

This mandatory standard:

* applies International Valuation Standard (1VS) 102 Investigations and compliance

* specifies additional mandatory requirements for RICS members designed to enhance client
understanding of the valuation process and report

* addresses particular aspects of implementation that may arise in individual cases.

1 Inspections and investigations

Inspections and investigations must always be carried out to the extent necessary to
produce a valuation that is professionally adequate for its purpose. The valuer must take
reasonable steps to verify the information relied on in the preparation of the valuation
and, if not already agreed, clarify with the client any necessary assumptions that will be
relied on.

These general principles are supplemented by the following additional requirements embodied
in VPS 1 and VPS 3:

* Any limitations or restrictions on the inspection, inquiry and analysis for the
purpose of the valuation assignment must be identified and recorded in the terms of
engagement (VPS 1 paragraph 3.2(i)) and also in the report (VPS 3 paragraph 2.2(h)).

* If the relevant information is not available because the conditions of the assignment
restrict the investigation, then if the assignment is accepted, these restrictions and
any necessary assumptions or special assumptions made as a result of the restriction
must be identified and recorded in the terms of engagement (VPS 1 paragraph 3.2(i))
and in the report (VPS 3 paragraph 2.2(h)).

Implementation

1.1 When settling the terms of engagement the valuer must agree the extent to which the
subject asset is to be inspected and any investigation is to be made - see VPS 1.

1.2  When determining the extent of evidence necessary, professional judgement is required
to ensure the information to be obtained is adequate for the purpose of the valuation and
consistent with the basis of value adopted. In each case the valuer must judge the extent to
which the information to be provided is likely to be reliable and be mindful to recognise and not
to exceed the limitations of their qualification and expertise when making this judgment.

1.3 When a property or other physical asset is inspected or examined the degree of
investigation that is appropriate will vary, depending on the nature of the asset and the purpose
of the valuation. Except in the circumstances described in the section ‘Revaluation without
re-inspection’ below, valuers are reminded that to dispense voluntarily with an inspection or
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examination of physical assets may introduce an unacceptable degree of risk in the valuation
advice to be provided - they must therefore carefully assess that risk before proceeding: see
VPS 1 paragraph 3.2(i) regarding ‘restricted services’, including the use of automated valuation
models.

1.4  Where measurement needs to be undertaken or checked members must have regard to
the International Property Measurement Standards wherever applicable. The RICS property
measurement, RICS professional statement contains more detail.

1.5 VPGA 8 provides detailed commentary on matters evident or to be considered during
inspection of real estate, including those matters that fall within the general heading of
‘sustainability and ESG matters’. Such factors are commonly important in terms of market and
societal perception and influence, and valuers should have proper regard to their relevance and
significance in relation to individual valuation assignments.

1.6  Subject to PS 2 paragraph 2.4 and VPS 1 paragraph 3.2(j), the valuer must take
reasonable steps to verify the information relied on in the preparation of the valuation and, if
not already agreed, clarify with the client any necessary assumptions that will be made. While a
client may request, or consent to, an assumption being relied on, nevertheless if - following an
inspection or examination - the valuer considers that such an assumption is at variance with the
observed facts, then its continued adoption could, providing that it is realistic, relevant and valid
for the particular circumstances of the valuation become a special assumption (see VPS 4 section
9).

1.7  If relevant information is not available because the conditions of the instruction prevent
inspection, or where it is agreed that inspections and investigations may be limited, then if the
instruction is accepted, the valuation will be on the basis of restricted information and VPS 1
paragraph 3.2(j) will apply. Any restriction on inspection or examination or lack of relevant
information should be set out in the terms of engagement and valuation report. If the valuer
considers that it is not possible to provide a valuation even on a restricted basis, the instruction
should be declined.

1.8  When a valuation assignment involves reliance on information supplied by a party
other than the valuer, the valuer should consider whether the information is credible and
may be relied on without adversely affecting the credibility of the valuation opinion. In that
event, the assignment may proceed. Significant inputs provided to the valuer (for example,
by management or owners) that materially affect the valuation outcome but about which the
valuer considers some element of doubt arises will require assessment, investigation and/or
corroboration, as the case may be. In cases where the credibility or reliability of information
supplied cannot be supported, such information should not be used.

1.9  While the valuer should take reasonable care to verify any information provided or
obtained, any limitations on this requirement must be clearly stated. (See VPS 1.) When
preparing a valuation for financial statements the valuer should be prepared to discuss the
appropriateness of any assumptions with the client’s auditor, other professional adviser or
regulator.

110 Avaluer meeting the criteria in PS 2 section 2, will be familiar with, if not expert on,
many of the matters affecting either the type of asset, including where applicable the locality.
Where an issue, or potential issue, that could affect value is within the valuer’s knowledge
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or evident from an inspection or examination of the asset, including where applicable the
immediate locality, or from routine enquiries, it should be drawn to the client’s attention no later
than when the report is issued, and ideally in advance of the report in cases where the impact is
significant.

2 Revaluation without re-inspection of real property previously
valued

Implementation

21 A revaluation without a re-inspection of an interest in real property previously valued by
the valuer or firm must not be undertaken unless the valuer is satisfied that there have been no
material changes to the physical attributes of the property, or the nature of its location, since
the last assignment.

2.2 ltisrecognised that the client may need the valuation of its property updated at regular
intervals and that re-inspection on every occasion may be unnecessary. Provided that the valuer
has previously inspected the property, and the client has confirmed that no material changes
to the physical attributes of the property and the area in which it is situated have occurred, a
revaluation without re-inspection may be undertaken. The terms of engagement must state that
this assumption has been made.

2.3  The valuer must obtain from the client information of current or anticipated changes
in rental and other relevant income from investment properties and any material changes to
the non-physical attributes of each property, such as other lease terms, planning consents,
statutory notices and so on. The valuer must also consider any sustainability and ESG factors
that could affect the valuation.

2.4  Where the client advises that there have been material changes, or if the valuer is
otherwise aware or has good reason to believe that such changes have taken place, the valuer
must inspect the property. In all other cases, the interval between inspections is a matter for the
professional judgment of the valuer who will, among other considerations, have regard to its
type and location.

2.5 |Ifthevaluer believes that it is inappropriate to undertake a revaluation without re-
inspection because of material changes, the passage of time or other reasons, the valuer may
nevertheless accept an instruction to proceed without inspection providing the client confirms
in writing, prior to the delivery of the report, that it is required solely for internal management
purposes, that no publication or disclosure will be made to third parties and that the client
accepts responsibility for the associated risk. A statement declaring this position, and that the
report must not be published, must be set out unequivocally in the report.
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3 Valuation records

A proper record must be kept of inspections and investigations, and of other key inputs, in
an appropriate business format.

Implementation

341 Details of the inspection and any investigations must be clearly and accurately recorded in
a manner that is neither ambiguous nor misleading and does not create a false impression.

3.2 To maintain a proper audit trail and be in a position to respond effectively to a future
enquiry, legible notes (which may include photographs or other images) of the findings

and, particularly, the limits of inspection and the circumstances in which it was carried out
must be made. The notes should also include a record of the key inputs and all calculations,
investigations and analyses considered when arriving at the valuation.

3.3  Valuers should collect and record appropriate and sufficient sustainability and ESG data
for the valuation.

3.4 All notes and records should be retained in an appropriate business format. The
appropriate period for retention will depend on the purpose of the valuation and the
circumstances of the case but must have regard to any relevant statutory, legal or regulatory
requirements.
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VPS 3 Valuation reports

This mandatory standard:

* applies International Valuation Standard (IVS) 103 Reporting

* specifies additional mandatory requirements for RICS members designed to enhance client
understanding and use of reports

* addresses particular aspects of implementation that may arise in individual cases.

1 General principles
The report must:

* clearly and accurately set out the conclusions of the valuation in a manner that is
neither ambiguous nor misleading, and which does not create a false impression.
If appropriate, the valuer should draw attention to, and comment on, any issues
affecting the degree of certainty, or uncertainty, of the valuation under item (o) below.

* deal with all the matters agreed between the client and the valuer in the terms of
engagement (scope of work) (see VPS 1).

11 In brief, the valuation report should convey a clear understanding of the opinions being
expressed by the valuer and should be couched in terms that can be read and understood by
someone with no prior knowledge of the subject asset or liability.

1.2  The format and detail of the report is a matter to be agreed between the valuer and the
client in the terms of engagement. It should always be proportionate to the task, and - as for the
valuation itself - professionally adequate for the purpose. Where the report is to be provided

on a form, or in a format, specified by the client that omits reference to one or more of the
headings below, then either the initial service agreement or the terms of engagement - or an
appropriate combination of the two - must clearly address these matters. Failure to do so would
result in the valuation not being undertaken in accordance with these global standards. See also
VPS 1(l) in this regard.

1.3 Where multiple reports are to be made to a single client over a period of time, with
identical terms of engagement, it must be made clear to the client and to any others who may rely
on the valuation advice provided, that the terms of engagement and form of report must always
be read together.

1.4  Avaluer may provide the client with preliminary valuation advice, or a draft report or
draft valuation, in advance of the completion of the final report - see PS 2 paragraphs 3.12-3.15.
However, it is essential that the preliminary or provisional status is made clear, pending issue of
the formal and final report.

1.5 Members are reminded that any valuation advice provided, in whatever format, creates a
potential liability to the client, or under certain circumstances, to one or more third parties. Great
care should therefore be taken to identify and understand when and how such liabilities do, or
may, arise, and their likely extent. See paragraph 2.2(p) below.
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1.6  The terms ‘certificate of value’, ‘valuation certificate’, and ‘statement of value’ should not
be used in connection with the provision of valuation advice. However a valuer may use the

term ‘certified’, or similar words in the body of the report where it is known that the valuation is
to be submitted for a purpose that requires formal certification of a valuation opinion. (See VPS

1(1).)

2 Report content

21 Valuation reports must address the following matters, which reflect the requirements set
out in VPS 1 for the terms of engagement (scope of work). Although reports may often commence
with identification of the asset (or liability) and confirmation of the purpose of the valuation,
valuers are otherwise strongly advised where possible to consider and follow the headings set
out below when reporting, to ensure that all relevant matters are covered.

a Identification and status of the valuer

b Identification of the client and any other intended users
¢ Purpose of the valuation

d Identification of the asset(s) or liability(ies) valued

e Basis(es) of value adopted

f Valuation date
g Extent of investigation
h Nature and source(s) of the information relied upon

Assumptions and special assumptions

j Restrictions on use, distribution and publication of the report

k Confirmation that the valuation has been undertaken in accordance with the IVS
I Valuation approach and reasoning

m Amount of the valuation or valuations

n Date of the valuation report

o Commentary on any material uncertainty in relation to the valuation where it is
essential to ensure clarity on the part of the valuation user

p Astatement setting out any limitations on liability that have been agreed.

2.2  Eachreport heading is considered in more detail below. The text in bold specifies the key
principles. The accompanying text that follows specifies how the principles are to be interpreted
and implemented in individual cases.

a) ldentification and status of the valuer
The valuer can be an individual or a member of a firm. The report must include:

* the signature of the individual responsible for the valuation assignment
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* astatement confirming that the valuer is in a position to provide an objective and
unbiased valuation and is competent to undertake the valuation assignment.

If the valuer has obtained material assistance from others in relation to any aspect of the
assignment, the nature of such assistance and the extent of reliance must be referenced
in the report.

Implementation

1 A valuation is the responsibility of an individual member. RICS does not allow a valuation to
be prepared by a ‘firm’ although the use of ‘for and on behalf of’ under the responsible valuer’s
signature is an acceptable substitution.

2 In all cases the signatory’s professional designation (for example, MRICS) or other
relevant professional qualification, must be made clear.

3 Where it is a specific requirement to do so, the valuer must state if he or she is acting as
an internal or external valuer as defined in the RICS glossary. However, for certain purposes in
individual jurisdictions other definitions of these terms may apply, which must be recognised in
the terms of engagement (assuming the valuer meets the criteria specified in the definition) and
made explicit in the report. Where other criteria concerning the status of a valuer have been
adopted they must again be confirmed, together with a statement that the valuer meets them.

4 In considering the extent of any material previous involvement, whether past, current
or possible future, the valuer must have regard to the requirements of PS 2 section 8. Any
disclosures or statements made in accordance with VPS 1 paragraph 3.2(a)(3), must be
repeated in the valuation report. Where there has not been any previous material involvement,
a statement to that effect must be made in the valuation report. See also PS 2, relating to the
resolution of conflicts of interest.

5 A statement should be made that the valuer has sufficient current local, national

and international (as appropriate) knowledge of the particular market, and the skills and
understanding to undertake the valuation competently. Where more than one valuer within a
firm has contributed, confirmation that PS 2 paragraph 2.7 has been satisfied is needed, though
it is not necessary to provide any details.

6 Where the valuer incorporates into the report a valuation prepared by another valuer or
firm - whether in the capacity of a subcontractor or third party expert in one or more aspects -
see (j) subparagraphs 4-5 below.

7 In some countries or states the relevant valuation standards specific to that jurisdiction
may require additional disclosures to be made with regard to the status of the valuer.

b) Identification of the client and any other intended users

The party commissioning the valuation assignment must be identified together with any
other parties whom it is intended may rely on the results of the assignment (see also (j)
Restrictions on use, distribution or publication of the report, below).

Implementation
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1 The report must be addressed to the client or its representatives. The source of the
instructions and the identity of the client must be stated, if different from the addressee. Other
known users of the report are to be named.

2 For some purposes valuers may be unable to exclude liability to third parties (see PS
2 section 5). Any limitation on disclosure of a valuation based on restricted information or
instruction should be included (see VPS 1 paragraph 3.2(j)).

¢) Purpose of the valuation
The purpose of the valuation assignment must be clearly stated.
Implementation

1 The report must be unambiguous. Where the purpose of the valuation is not disclosed by
the client, the valuer should seek clarification why this is so. The valuation report must include
an appropriate statement to clarify the circumstances.

d) Identification of the asset(s) or liability(ies) to be valued

The asset or liability to which the valuation assignment relates must be clearly identified.
Clarification may be needed to distinguish between an asset and an interest in or right of
use of that asset.

If the valuation is of an asset that is used in conjunction with other assets, it will be
necessary to clarify whether those assets are:

* included in the valuation assignment
e excluded but assumed to be available or
¢ excluded and assumed not to be available.

If the valuation is of a fractional interest held in an asset or liability, the relationship
of the fractional interest being valued relative to all other fractional interests and the
obligations of the fractional interest ownership, if any, to other fractional interest
owners, must be made clear.

Particular regard must be had to the identification of portfolios, collections and groups of
properties. It is essential to consider ‘lotting’ or ‘grouping’; the identification of different
property or asset categories; and any assumptions or special assumptions relating to

the circumstances under which the properties, assets, liabilities or collections may be
brought to the market.

Implementation

1 The legal interest in each asset or liability should be stated. Clarification is essential
to distinguish between the characteristics of the asset in its entirety and the particular right
or interest that is being valued. Where the asset is a property, the extent to which vacant
possession is, or may be available (if required), should also be noted.

2 Where the assets are located in more than one country or state, the report must list the
assets within each country or state separately and should normally be arranged so that all the

assets in one country or state are grouped together. The legal interest in each asset or liability

should be stated.
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3 Where the terms of engagement have required separate identification of assets or
liabilities by their use, category or class, the report should be structured accordingly.

4 Where there is doubt about what constitutes a single property or asset, the valuer should
generally ‘lot’, or group, the properties for valuation in the manner most likely to be adopted in
the case of an actual sale of the interest(s) being valued. However, the valuer should discuss the
options with the client and must confirm the approach adopted in both the terms of engagement
and the report. For further guidance on portfolios, collections and groups of properties
including the reporting format, see VPGA 9.

e) Basis(es) of value adopted

The basis of value must be appropriate for the purpose. The source of the definition of any
basis of value used must be cited or the basis explained.

This requirement does not apply to a valuation review where no opinion of value is to be
provided or no comment is required on the basis of value used.

Implementation

1 The basis of value, together with its definition (but not supporting conceptual framework
or other explanatory material regarding that definition), must be stated in full in the report.

2 Unless agreed otherwise in the terms of engagement the valuer is not required to

provide a valuation on an alternative basis of value. However, where the basis of value is not a
market-based figure and the valuation is materially different from market value, an explanatory
statement to that effect may be appropriate, where necessary to ensure that the user of the
valuation is alerted to the possibility that, although relevant for the specified purpose, the
valuation may not bear a relation to the price that could be obtained if the asset or liability were
placed on the market for disposal.

3 Where, exceptionally, a valuation is provided relating to a future date this must be made
explicit (see paragraph (f) below and VPS 4 paragraph 2.5). It should always be separately
reported with confirmation that it complies as appropriate with any applicable jurisdictional
and/or national standards. A projection may take one of a number of forms and does not
normally constitute a distinct basis of value in itself. But, as it rests substantially on special
assumptions, which may or may not be borne out by actual events, it is of a different character
from advice relating to a current or past date and must not be represented as if it were on an
equal footing. In particular it must never be described or represented simply as ‘market value'.

f) Valuation date

The valuation date may be different from the date on which the valuation report is
issued or the date on which investigations are to be undertaken or completed. Where
appropriate, these dates must be clearly distinguished in the report.

This requirement does not apply to a valuation review unless the reviewer is required to
comment on the valuation date used in the valuation under review.

Implementation

1 The valuation date must be stated (see VPS 1 paragraph 3.2(h)).
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2 If there has been a material change in market conditions, or in the circumstances of a
property, asset or portfolio, between the valuation date (where this is earlier than the date of the
report) and the date of report, the valuer should draw attention to this. It may also be prudent
in appropriate instances for the valuer to draw the client’s attention to the fact that values
change over time and a valuation given on a particular date may not be valid on an earlier or
later date.

3 Additional care is needed when providing a projection of value, in order to ensure that
the client understands that the actual value at the future date, on whatever basis is adopted,
may diverge from that being reported and almost certainly will if the then state of the asset or
conditions of the market differ from the special assumptions statements made at the time of the
projection. See also paragraph (e)(3) above.

g) Extent of investigation

The extent of the investigations undertaken, including the limitations on those
investigations set out in the terms of engagement (scope of work), must be disclosed in the
report.

Implementation

1 Where the asset is a real property interest, the report must record the date and extent of
any inspection, including reference to any part of the property to which access was not possible
(see VPS 2). Equivalent steps, appropriate to the class of asset concerned, should be taken in
relation to tangible personal property.

2 The valuer must make it clear if the valuation has been made without an opportunity to
carry out an adequate inspection (see VPS 2 paragraphs 1.2 and 1.7) or equivalent check.

3 In the case of a revaluation, the report should also refer to any agreement in respect of
the requirement for, or frequency of, an inspection of the property (see VPS 2).

4 Where a substantial number of properties are being valued, a generalised statement of
these aspects (i.e. regarding inspection) is acceptable, provided that it is not misleading.

5 Where the asset is not real or tangible personal property, particular care should be taken
in the report to note the extent to which investigations were possible.

6 Where the valuation is undertaken on the basis of restricted information, or is a
revaluation without an inspection, the report must include full particulars of the restriction (see
also VPS 1 paragraph 3.2(i)).

h) Nature and source(s) of the information relied upon

The nature and source of any relevant information relied upon in the valuation process
and the extent of any steps taken to verify that information must be disclosed.

To the extent that information provided by the commissioning party or another party
has not been verified by the valuer, this should be clearly stated with reference, as
appropriate, to any representation from that party.

For this purpose, ‘information’ is to be interpreted as including data and other such
inputs.
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Implementation

1 Where the client has provided information that is to be relied on, the valuer has a
responsibility to state clearly that the information is covered by, or in, the terms of engagement
(see VPS 1) and, where appropriate, to specify its source. In each case the valuer must judge the
extent to which the information to be provided is likely to be reliable and whether any further,
reasonable steps are required to verify it.

2 The valuer must make it clear if the valuation has been carried out without information
that would normally be, or be made, available. The valuer must also indicate in the report

if verification (where practicable) is needed of any information or assumptions on which the
valuation is based, or if any information considered material has not been provided.

3 If any such information or assumption requiring verification is material to the amount
of the valuation, the valuer must make clear that the valuation should not be relied on without
that verification (see VPS 1 paragraph 3.2(j)). In the case of a revaluation, a statement of any
material changes advised by the client or a stated assumption that there have been no material
changes, should be included.

4 The client may expect the valuer to express an opinion, and in turn the valuer may wish
to express an opinion, on legal issues that affect the valuation. In these circumstances the valuer
must therefore make clear in the report any information that must be verified by the client’s or
other interested parties’ legal advisers before the valuation can be relied on or published.

5 The report should state any additional information that has been available to, or
established by, the valuer, and is believed to be crucial to the client’s ability to understand and
benefit from the valuation, with regard to the purpose for which it has been prepared.

i) Assumptions and special assumptions
All assumptions and any special assumptions made must be clearly stated.
Implementation

1 All assumptions and any special assumptions must be set out in the report in full, together
with any reservations that may be required and a statement that they have been agreed with
the client. Both the valuation conclusion and the executive summary (if provided) should
explicitly set out all special assumptions that have been made to arrive at the reported figure.
Where the assumptions vary in different countries or states the report must make this clear.

j) Restrictions on use, distribution and publication of the report

Where it is necessary or desirable to restrict the use of the valuation or those relying upon
it, this must be stated.

Implementation
1 The valuer must state the permitted use, distribution and publication of the valuation.

2 Where the purpose of the report requires a published reference to it, the valuer must
provide a draft statement for inclusion in the publication. This should be provided as a separate
document, which may be annexed to the report.
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3 A report may be published in full, for instance in the annual accounts of a company,

but it is more common for only a reference to be made to it. In this case it is essential that the
valuer has a close involvement in the publication statement to ensure that all the references are
accurate and that the reader is not misled. This is particularly important if the valuer is asked to
take responsibility for any published statement or any part of a published statement.

4 If the whole report is not to be published, the draft statement should be prepared as a
separate document and provided to the client at the same time as the report. The content of the
statement may be governed by rules issued by local regulatory bodies, but it should contain the
following minimum information:

* the name and qualification of the valuer, or the valuer’s firm

* anindication of whether the valuer is an internal or external valuer, and where required, that
the specific criteria relating to this status have been met

* the valuation date and basis (or bases) of value, together with any special assumptions

* comment on the extent to which the values were determined directly by reference to market
evidence or were estimated using other valuation techniques

e confirmation that the valuation has been made in accordance with these standards, or the
extent of and reason(s) for departure from them and

* astatementindicating any parts of the report prepared by another valuer or specialist.

5 For valuations in which the public has an interest or which may be relied on by parties
other than the client commissioning the report or to which it is addressed, the valuer must make
additional disclosures in the valuation report and any published reference to it. These are set
outin PS 2 section 5.

6 ‘Publication’ does not include making the report or the valuation figure available to a
mortgage (lending) applicant or borrower.

7 The valuer should check the accuracy of any other relevant material referring to the
properties or to the valuation that is to be published.

8 The valuer is also advised to read the whole document in which the report or reference is
to be published to ensure that there is no misstatement of any other matter or opinion of which
the valuer may have knowledge.

9 The valuer should insist that a copy of the final proof of the document or the reference
is supplied before issue, and attach that proof to the letter of consent. Any pressure by other
parties or persuasion to delegate power to sign should be resisted.

10 The valuer is permitted to exclude information of a commercially sensitive nature from a
report that is published in full, subject to any legal requirements that may apply in a particular
country or state.

1 An opinion may be expressed which, if included in a public document, might have some
effect on a matter that is in dispute, under negotiation or subject to certain rights between the
owner and a third party (for example, an opinion of the rental or capital value of a property with
an imminent rent review). The report may also include information about a company’s trading
that would not usually be in the public domain. Such information is commercially sensitive and
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the client must decide, subject to the approval of the auditors and any regulatory body, whether
it should be included in the publication.

12 In the published reference the valuer must refer to the omission(s) and state that this has
been done on the express instructions of the client and with the approval of the regulatory body
and/or auditors. Without this note the valuer may be inadvertently placed in a situation where
there is unjustifiable criticism.

13 Where the full report is not published, the publication statement must refer to any special
assumption made and any additional valuation provided. Similarly, sufficient reference to any
departures should be made in any published document.

14 In each case the onus is on the valuer to determine what constitutes a ‘sufficient
reference’. A reference would not be regarded as ‘sufficient’ if it failed to alert the reader to
matters of fundamental importance as to the basis or amount of the valuation, or if there was
any risk that the reader might be misled.

15 It is expected that a valuer would not normally consent to the publication of a projected
value. Where, in exceptional cases, consent is given, great care should be taken to ensure that
any associated provisos or disclaimers are accurately reproduced.

k) Confirmation that the valuation has been undertaken in accordance with the IVS
The valuer should provide:

confirmation that the valuation has been undertaken in accordance with the
International Valuation Standards (IVS) and that all significant inputs have
been assessed by the valuer and found to be appropriate for the valuation
provided

or (depending on clients’ particular requirements)

confirmation that the valuation has been undertaken in accordance with
the RICS Valuation - Global Standards, which incorporate the IVS, and (where
applicable) the relevant RICS national or jurisdictional supplement. Where
appropriate, such confirmation may be abbreviated to refer simply to the
RICS Red Book Global Standards.

In both cases an accompanying note and explanation of any departures from the IVS or
the RICS Red Book Global Standards must be included. A departure would not be justified
if it resulted in a valuation that is misleading.

Implementation

1 There is no material difference in outcome between the respective forms of
endorsement above, which may be used according to the particular requirements of the
valuation assignment. Some clients will expressly wish to have confirmation that the valuation
has been undertaken in accordance with the IVS, and it is naturally in order for this to be given.
In all other cases confirmation that the valuation has been undertaken in accordance with the
RICS Red Book Global Standards carries with it the dual assurance of compliance with the IVS
technical standards and with the RICS professional standards overall.
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2 References to the RICS Red Book Global Standards without reference to the year of issue
will be taken to mean the version of the RICS standards operative at the valuation date, provided
that it is on or before the date of signature of the report.

3 The statement of compliance should draw attention to any departures (see PS 1
section 6). Where a departure is made that is not mandatory, it will not be possible to confirm
compliance with the IVS.

4 Where valuation standards specific to a particular jurisdiction have been followed, a
formal statement regarding compliance with those jurisdictional standards may be added.

5 Where the valuer incorporates into the report a valuation prepared by another valuer
or firm - whether as a subcontractor or as a third party expert - it must be confirmed that such
valuations have been prepared in accordance with these global standards, or other standards
that may apply in the particular circumstances.

6 The valuer may be requested to incorporate a valuation commissioned directly by the
client. In such cases the valuer must be satisfied that any such report has been prepared in
accordance with these global standards.

[) Valuation approach and reasoning

To understand the valuation figure in context, the report must make reference to the
approach or approaches adopted, the method(s) applied and key inputs used and the
principal reasons for the conclusions reached.

Where the report is of the results of a valuation review it must state the reviewer’s
conclusions about the work under review, including supporting reasons.

This requirement does not apply if it has been specifically agreed and recorded in the
terms of engagement (scope of work) that a report shall be provided without reasons or
other supporting information.

Implementation

1 Where different valuation approaches and assumptions are required for different assets
it is important that they are separately identified and reported.

2 For the distinction between approach and method see VPS 5 paragraph 1. The extent
of description of these in individual assignments should be proportionate to the task, being
focussed on assisting understanding by the client and other intended users. The supporting
reasons, or rationale, for the conclusions reached should, where relevant, include an
explanation of any deviation from common practice within the profession.

3 In the case of assets or liabilities that are interests in real estate, attention is drawn to
VPS 2 paragraph 1.5 and the fact that, wherever appropriate, the relevance and significance
of sustainability and ESG matters should form an integral part of the valuation approach and
reasoning supporting the reported figure.

m) Amount of the valuation or valuations

This must be expressed in the applicable currency.
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This requirement does not apply to a valuation review if the valuer is not required to
provide their own valuation opinion.

Implementation

1 In the main body of the report the opinion of value is required in words, as well as in
figures.
2 Where the valuation instruction includes a number of assets falling into different use

categories or geographic location, whether the valuation is reported asset by asset or otherwise
will depend on the purpose for which the valuation is required, the circumstances and client
preferences. Where a portfolio includes assets of differing tenures, the value of the tenure
groups may be subtotalled, together with a statement of the overall value.

3 An entity will usually require asset or liability values to be expressed in the currency of
the country in which it is based. For financial statement purposes, this is known as the ‘reporting
currency’. Irrespective of the location of the client, valuations must be made in the currency of
the country in which the asset or liability is located.

4 Where the client requires the valuation to be translated into a different currency (for
example, into the reporting currency), unless agreed otherwise the exchange rate to be adopted
is the closing rate (also known as the ‘spot rate’) on the valuation date.

5 Where the valuation instruction requires the opinion of value to be reported in more
than one currency (such as with cross-border portfolio valuations), the opinion of value must
indicate the currencies adopted and the amount should be shown in words and figures in the
main body of the report. In addition the exchange rate adopted should be as at the valuation
date and this must be stated in the valuation report.

6 If the identification of individual assets and their values is consigned to a schedule(s)
appended to the report, a summary of values must be included within the body of the report.

7 If there has been a material change in market conditions, or in the circumstances of an
asset or portfolio, between the valuation date (where this is earlier than the date of the report)
and the date of the report, the valuer should draw attention to this. It may also be prudentin
appropriate instances for the valuer to draw the client’s attention to the fact that values change
over time and a valuation given on a particular date may not be valid on an earlier or later date.

8 ‘Negative values’ and liabilities may arise and must always be stated separately. They
should not be offset.

n) Date of the valuation report

The date on which the report is issued must be included. This may be different from the
valuation date (see (f) above).
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o) Commentary on any material uncertainty in relation to the valuation where it is essential to
ensure clarity on the part of the valuation user

Implementation

1 This requirement is mandatory only where the uncertainty is material. For this purpose,
‘material’ means where the degree of uncertainty in a valuation falls outside any parameters that
might normally be expected and accepted.

2 All valuations are professional opinions on a stated basis of value, coupled with any
appropriate assumptions or special assumptions, which must also be stated (see VPS 4) - a
valuation is not a fact. Like all opinions, the degree of subjectivity involved will inevitably vary
from case to case, as will the degree of ‘certainty’ - for example, the probability that the valuer’s
opinion of market value would exactly coincide with the price achieved were there an actual sale
at the valuation date, even if all the circumstances envisaged by the market value definition and
the valuation assumptions were identical to the circumstances of an actual sale. Most valuations
will be subject to a degree of variation (that is, a difference in professional opinion), a principle
well-recognised by the courts in a variety of jurisdictions.

3 Ensuring user understanding and confidence in valuations requires clarity and
transparency, hence the general requirement under subsection (m) above for the report to
make reference to the approach or approaches adopted, the key inputs used and the principal
reasons for the conclusions reached, thereby enabling the user to understand the valuation
figure in context. How much explanation and detail is necessary concerning the supporting
evidence, the valuation approach and the particular market context is a matter of judgment in
individual cases.

4 Normally, valuations will not require additional explanation or clarification beyond the
general requirement referred to in paragraph 3 above. However, in some cases there may

be a greater degree of uncertainty concerning the valuation figure reported than usual, and
where that uncertainty is material - which should be expressly signalled in the report - further
proportionate commentary must be added in order to ensure that the report does not create

a false impression. Valuers should not treat such a statement expressing less confidence in a
valuation than usual as an admission of weakness - it is not a reflection on their professional skill
or judgment, but a matter entirely proper for disclosure. Indeed, if a failure to draw attention to
material uncertainty gave a client the impression that greater weight could be attached to the
opinion than was warranted, the report would be misleading.

5 For further guidance on material uncertainty see VPGA 10.
p) A statement setting out any limitations on liability that have been agreed
Implementation

1 The issues of risk, liability and insurance are closely linked. Pending the issue of guidance
of global application, members should check the latest RICS guidance applicable in their
jurisdiction.
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VPS 4 Bases of value,
assumptions and special
assumptions

This mandatory standard:
* applies International Valuation Standard (IVS) IVS 104 Bases of Value
* specifies additional mandatory requirements for RICS members

* addresses particular aspects of implementation that may arise in individual cases.

1 Bases of value

The valuer must ensure that the basis of value adopted is appropriate for, and consistent
with, the purpose of the valuation.

If one of the bases of value defined in these global standards (including IVS-defined bases)
is used, then it should be applied in accordance with the relevant definition and guidance,
including the adoption of any assumptions or special assumptions that are appropriate.

If a basis of value not defined in these global standards (including IVS-defined bases) is
used, it must be clearly defined and stated in the report, which must also draw attention
to the fact that it is a departure if use of the basis in the particular valuation assignment
is voluntary and not mandatory.

A valuer can only depart from the IVS as described in section 60 of the IVS Framework.

2 General principles

21  Abasis of value is a statement of the fundamental measurement assumptions of a
valuation.

2.2 The following bases are defined in the International Valuation Standards (see IVS 104
paragraph 20.1(a)) and most are in common use, albeit that they may not be universally adopted
in all markets:

*  market value (see section 4 below)

* market rent (see section 5 below)

e jnvestment value (or worth) (see section 6 below)

* equitable value (previously, IVS-defined fair value)

* synergistic value and

* liquidation value.
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Particular care is necessary to ensure that, where used, synergistic value is fully understood by
the client.

2.3 In addition, for the purposes of financial reporting, fair value (under International
Financial Reporting Standards) is widely recognised (including by RICS) and used, albeit again not
universally - see further detail in section 7 below.

2.4  For some valuation assignments, particularly in relation to specific jurisdictions within
which there may be mandatory requirements, another basis of value may be specified (for
example, in legislation) or appropriate (members should note that IVS 104 gives some illustrative
examples at paragraph 20.1 (b)). Where this is so, the valuer must define clearly the basis
adopted and, in any case where adoption of the basis is other than mandatory, explain in the
report why use of a basis reproduced in these global standards (including any jurisdiction-
specific supplement to these standards) is considered inappropriate (see PS 1 section 4).

2.5 As markets continue to develop and advance, and as clients’ needs continue to grow
in terms of sophistication, additional demands are being placed on valuers to provide advice
involving some element of prediction or forecast. Great care is needed to ensure that such
advice is not misunderstood or misrepresented, and that any sensitivity analysis is carefully
presented so as not to undermine the basis of value adopted.

2.6  Valuers are cautioned that the use of an unrecognised or bespoke basis of value without
good reason could result in breach of the requirement that the valuation report should not be
ambiguous or misleading (see VPS 3 section 1).

2.7  Attentionis drawn to the fact that IVS 104 includes material on ‘premises of value’ that is
not reproduced here.

3 Bases of value

341 The valuer has responsibility for ensuring that the basis of value adopted is consistent
with the purpose of the valuation and appropriate to the circumstances - this responsibility is
subject to compliance with any mandatory requirements, such as those imposed by statute. It is
important that the basis to be adopted is discussed and confirmed with the client at the outset
in any case where the position is not straightforward.

3.2 Itisimportant to note that bases of value are not necessarily mutually exclusive. For
example, the worth of a property or asset to a specific party, or the equitable value of a property
or asset in exchange between two specific parties, may match the market value even though
different assessment criteria are used.

3.3  Because bases other than market value may produce a value that could not be obtained
on an actual sale, whether or not in the general market, the valuer must clearly distinguish the
assumptions or special assumptions that are different from, or additional to, those that would be
appropriate in an estimate of market value. Typical examples of such assumptions and special
assumptions are discussed under the appropriate heading below.

3.4  Valuers must ensure in all cases that the basis of value is reproduced or clearly identified
in both the terms of engagement (scope of work) and the report.

RICS VALUATION - GLOBAL STANDARDS



3.5 Avaluer may be legitimately instructed to provide valuation advice based on other
criteria, and therefore other bases of value may be appropriate. In such cases the definition
adopted must be set out in full and explained. Where such a basis differs significantly from
market value it is recommended that a brief comment is made indicating the differences.

4 Market value
Market value is defined in IVS 104 paragraph 30.1 as:

‘the estimated amount for which an asset or liability should exchange on the valuation
date between a willing buyer and a willing seller in an arm’s length transaction, after
proper marketing and where the parties had each acted knowledgeably, prudently and
without compulsion.’

41 Market value is a basis of value that is internationally recognised and has a long-
established definition. It describes an exchange between parties that are unconnected and

are operating freely in the marketplace and represents the figure that would appear in a
hypothetical contract of sale, or equivalent legal document, at the valuation date, reflecting all
those factors that would be taken into account in framing their bids by market participants at
large and reflecting the highest and best use of the asset. The highest and best use of an asset
is the use of an asset that maximises its productivity and that is possible, legally permissible and
financially feasible - fuller treatment of this particular premise of value can be found at section
140 of IVS 104.

4.2 Itignores any price distortions caused by special value (an amount that reflects particular
attributes of an asset that are only of value to a special purchaser) or marriage value. It represents
the price that would most likely be achievable for an asset across a wide range of circumstances.
Market rent (see below) applies similar criteria for estimating a recurring payment rather than a
capital sum.

4.3 In applying market value, regard must also be had to the requirement that the valuation
amount reflects the actual market state and circumstances as of the effective valuation date. The
full conceptual framework for market value can be found at paragraph 30.2 of IVS 104.

4.4  Notwithstanding the disregard of special value, where the price offered by prospective
buyers generally in the market would reflect an expectation of a change in the circumstances of
the asset in the future, the impact of that expectation is reflected in market value. Examples of
where the expectation of additional value being created or obtained in the future may have an
impact on the market value include:

» the prospect of development where there is no current permission for that development and

» the prospect of marriage value arising from merger with another property or asset, or
interests within the same property or asset, at a future date.

4.5 The impact on value arising by use of an assumption or special assumption should not be
confused with the additional value that might be attributed to an asset by a special purchaser.

4.6 Insome jurisdictions a basis of value described as 'highest and best use’ is adopted and
this may either be defined by statute or established by common practice in individual countries
or states.
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5 Market rent
Market rent is defined in IVS 104 paragraph 40.1 as:

‘the estimated amount for which an interest in real property should be leased on the
valuation date between a willing lessor and a willing lessee on appropriate lease terms
in an arm’s length transaction, after proper marketing and where the parties had each
acted knowledgeably, prudently and without compulsion.’

5.1 Market rent will vary significantly according to the terms of the assumed lease contract.
The appropriate lease terms will normally reflect current practice in the market in which the
property is situated, although for certain purposes unusual terms may need to be stipulated.
Matters such as the duration of the lease, the frequency of rent reviews and the responsibilities
of the parties for maintenance and outgoings will all affect the market rent. In certain countries
or states, statutory factors may either restrict the terms that may be agreed, or influence the
impact of terms in the contract. These need to be taken into account where appropriate.

5.2  Market rent will normally be used to indicate the amount for which a vacant property may
be let, or for which a let property may re-let when the existing lease terminates. Market rent is
not a suitable basis for settling the amount of rent payable under a rent review provision in a
lease, where the definitions and assumptions specified in the lease have to be used.

5.3  Valuers must therefore take care to set out clearly the principal lease terms that are
assumed when providing an opinion of market rent. If it is the market norm for lettings to include
a payment or concession by one party to the other as an incentive to enter into a lease, and

this is reflected in the general level of rents agreed, the market rent should also be expressed

on this basis. The nature of the incentive assumed must be stated by the valuer, along with the
assumed lease terms.

6 Investment value
Investment value (worth) is defined in IVS 104 paragraph 60.1 as:

‘the value of an asset to a particular owner or prospective owner for individual
investment or operational objectives.’

As the definition implies, and in contrast to market value, this basis of value does not envisage
a hypothetical transaction but is a measure of the value of the benefits of ownership to the
current owner or to a prospective owner, recognising that these may differ from those of a
typical market participant. It is often used to measure performance of an asset against an
owner's own investment criteria.

7 Fair value

71 Fair value (the definition adopted by the International Accounting Standards Board
(IASB) in IFRS 13) is:

‘The price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.’

7.2  The guidance in IFRS 13 includes an overview of the fair value measurement approach.
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7.3  The objective of a fair value measurement is to estimate the price at which an orderly
transaction to sell the asset or to transfer the liability would take place between market
participants at the measurement date under current market conditions. It is thus sometimes
described as a ‘mark to market’ approach. Indeed the references in IFRS 13 to market
participants and a sale make it clear that for most practical purposes the concept of fair value
is consistent with that of market value, and so there would ordinarily be no difference between
them in terms of the valuation figure reported.

7.4  Afair value measurement requires an entity to determine all of the following:

* the particular asset or liability that is the subject of the measurement (consistently with its
unit of account)

* for a non-financial asset, the valuation premise that is appropriate for the measurement
(consistently with its highest and best use)

* the principal (or most advantageous) market for the asset or liability

* the valuation technique(s) appropriate for the measurement, considering the availability of
data with which to develop inputs that represent the assumptions that market participants
would use when pricing the asset or liability and the level of the fair value hierarchy within
which the inputs are categorised.

7.5  Valuers undertaking valuations for inclusion in financial statements should familiarise
themselves with the relevant requirements - see also VPGA 1.

8 Assumptions

An assumption is made where it is reasonable for the valuer to accept that something is
true without the need for specific investigation or verification.

Any such assumption must be reasonable and relevant having regard to the purpose for
which the valuation is required.

8.1 The full definition from the RICS glossary is as follows:

‘A supposition taken to be true. It involves facts, conditions or situations affecting the subject of,
or approach to, a valuation that, by agreement, do not need to be verified by the valuer as part
of the valuation process. Typically, an assumption is made where specific investigation by the
valuer is not required in order to prove that something is true.’

8.2 It will almost always be necessary to couple a basis of value with appropriate assumptions
(or special assumptions - see section 9 below) that describe the assumed status or condition of
the property or asset at the valuation date.

8.3  Anassumption is often linked to a limitation on the extent of the investigations or
enquiries that could be undertaken by the valuer - see VPS 2. Therefore all assumptions that
are likely to be included in the report must be agreed with the client and included in the terms
of engagement. Where it is not possible to include assumptions in the terms of engagement, they
should be agreed in writing with the client before the valuation report is issued.

8.4 If, after inspection or investigation, the valuer considers that an assumption agreed in
advance with the client is likely to be inappropriate, or should become a special assumption, the
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revised assumptions and approach must be discussed with the client prior to the conclusion of
the valuation assignment and delivery of the report.

8.5 Seealso VPGA 8 for practical application in relation to real property interests.

9 Special assumptions

A special assumption is made by the valuer where an assumption either assumes facts that
differ from those existing at the valuation date or that would not be made by a typical
market participant in a transaction on that valuation date.

Where special assumptions are necessary in order to provide the client with the valuation
required, these must be expressly agreed and confirmed in writing to the client before
the report is issued.

Special assumptions may only be made if they can reasonably be regarded as realistic,
relevant and valid for the particular circumstances of the valuation.

Implementation

91 The valuer may include in the report some comment or assessment of the likelihood of
the special assumption being fulfilled. For example, a special assumption that permission had
been granted to develop land may have to reflect the impact on value of any conditions that
might be imposed.

9.2  Atypical special assumption might be that a property or asset has been altered in some
defined way, for example, ‘the market value on the special assumption that the works had been
completed’. In other words, it assumes facts that differ from those existing at the valuation date.

9.3 If aclient requests a valuation on the basis of a special assumption that the valuer
considers to be unrealistic, the instruction should be declined.

9.4 Circumstances where it may be appropriate to make special assumptions include, for
example:

* asituation where a bid from a special purchaser has been made, or can be reasonably
anticipated
* asituation where the interest being valued cannot be offered freely and openly in the market

* apast change in the physical aspects of the property or asset where the valuer has to
assume those changes have not taken place

* animpending change in the physical aspects of the property, such as a new building to be
constructed or an existing building to be refurbished or demolished

* an anticipated change in the mode of occupation or trade at the property
* the treatment of alterations and improvements carried out under the terms of a lease

* the property may be affected by environmental factors, including natural (such as flooding),
non-natural (such as contamination) or existing use issues (such as a non-conforming user).

9.5 Some illustrations of special assumptions in relation to real property interests are that:
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* planning (zoning) consent has been, or will be, granted for development (including a change
of use) at the property

* abuilding or other proposed development has been completed in accordance with a defined
plan and specification

* the property has been changed in a defined way (for example, removal of process
equipment)

* the property is vacant when, in reality, at the valuation date it is occupied

* the property is let on defined terms when, in reality, at the valuation date it is vacant or

* the exchange takes place between parties where one or more has a special interest and that
additional value, or marriage value, is created as a result of the merger of the interests.

9.6 Where a property has been damaged the special assumptions may include:

* treating the property as having been reinstated (reflecting any insurance claims)
* valuing as a cleared site with development permission assumed for the existing use

* refurbishment or redevelopment for a different use reflecting the prospects of obtaining the
necessary development permissions.

9.7 The adoption of some of these special assumptions may qualify the application of market
value. They are often particularly appropriate where the client is a lender and special assumptions
are used to illustrate the potential effect of changed circumstances on the value of a property as
a security.

9.8 Where valuations are prepared for financial statements the normal basis of value will
exclude any additional value attributable to special assumptions. However, if (exceptionally)
a special assumption is made, this must be referred to in any published reference. See VPS 3
paragraph 2.2(i) and (l).

10 Valuations reflecting an actual or anticipated market
constraint, and forced sales

Wherever the valuer, or client, identifies that a valuation may need to reflect an actual or
anticipated marketing constraint, details of that constraint must be agreed and set out in
the terms of engagement.

Implementation

101 The valuer may be instructed to undertake a valuation reflecting an actual or anticipated
market constraint, which may take one of many different forms.

10.2 If a property or asset cannot be freely or adequately presented to the market, the price
is likely to be adversely affected. Before accepting instructions to advise on the likely effect of

a constraint, the valuer should ascertain whether this arises from an inherent feature of the
asset, or of the interest being valued, or from the particular circumstances of the client, or some
combination of all of these.

10.3 If an inherent constraint exists at the valuation date, it is normally possible to assess its
impact on value. The constraint should be identified in the terms of engagement, and it should
be made clear that the valuation will be provided on this basis. It may also be appropriate to
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provide an alternative valuation on the special assumption that the constraint did not exist at the
valuation date in order to demonstrate its impact.

10.4 Greater care is needed if an inherent constraint does not exist at the valuation date, but is
a foreseeable consequence of a particular event or sequence of events. Alternatively, the client
may request a valuation to be on the basis of a specified marketing restriction. In either case

the valuation would be provided on the special assumption that the constraint had arisen at the
valuation date. The precise nature of the constraint must be included in the terms of engagement.
It may also be appropriate to provide a valuation without the special assumption in order to
demonstrate the impact that the constraint would have if it arose.

10.5 A special assumption that simply refers to a time limit for disposal without stating

the reasons for that limit would not be a reasonable assumption to make. Without a clear
understanding of the reasons for the constraint, the valuer would be unable to determine
the impact that it may have on marketability, sale negotiations and the price achievable, or to
provide meaningful advice.

10.6 A marketing constraint should not be confused with a forced sale. A constraint may result
in a forced sale, but it can also exist without compelling the owner to sell.

10.7 The term ‘forced sale value’ must not be used. A ‘forced sale’ is a description of the
situation under which the exchange takes place, not a distinct basis of value. Forced sales arise
where there is pressure on a particular vendor to sell at a specific time - for example, because of
the need to raise money or to extinguish a liability by a given date. The fact that a sale is ‘forced’
means that the vendor is subject to external legal or personal commercial factors, and therefore
the time constraint is not merely a preference of the vendor. The nature of these external
factors and the consequences of failing to conclude a sale are just as important in determining
the price that can be achieved within the length of time available.

10.8 While a valuer can assist a vendor in determining a price that should be accepted in
forced sale circumstances, this is a commercial judgment. Any relationship between the price
achievable by a forced sale and the market value is coincidental; it is not a valuation that can be
determined in advance, but a figure that might be seen as a reflection of worth to that particular
vendor at the particular point in time having regard to the specific context. As emphasised

in paragraph 10.7 above, although advice may be given on the likely realisation in forced sale
circumstances, the term is a description of the situation under which the sale takes place, and so
it must not be described or used as a basis of value.

10.9 Itis a common misconception that in a poor or falling market there are automatically
few ‘willing sellers’ and that, as a consequence, most transactions in the market are the result of
‘forced sales'. Accordingly, the valuer may be asked to provide forced sale advice on this basis.
This argument has little merit because it suggests that the valuer should ignore the evidence of
what is happening in the market. The commentary for market value in VPS 4 section 4 makes

it clear that a willing seller is motivated to sell at the best terms available in the market after
proper marketing, whatever that price may be. The valuer should be careful not to accept
instructions on the basis of a misconception and should explain to clients that, in the absence
of a defined constraint affecting either the asset or the vendor, the appropriate basis is market
value. In a depressed market, a significant proportion of sales may be made by vendors that
are obliged to sell, such as administrators, liquidators and receivers. However, such vendors are
normally under a duty to obtain the best price in the current circumstances and cannot impose

RICS VALUATION - GLOBAL STANDARDS



unreasonable marketing conditions or constraints of their own volition. These sales will normally
comply with the definition of market value.

11 Assumptions and special assumptions related to projected
values

Any assumptions, special or otherwise, relating to projected values must be agreed with
the client prior to reporting an opinion of value.

The valuation report must make reference to the higher degree of uncertainty that is
likely to be implicit with a projected value, where by definition, comparable evidence will
not be available.

Implementation

111 By their nature, projected values rely wholly on assumptions, which may include some
significant special assumptions. For example, the valuer may make various assumptions about
the state of the market in the future - yields, rental growth, interest rates, etc. which must be
supported by credible studies or economic outlook-based forecasts.

11.2 Great care is required to ensure that all assumptions made are:

* inaccordance with any applicable national or jurisdictional standard
* realistic and credible
* clearly and comprehensively set out in the report.

11.3  When making special assumptions, great care must also be exercised concerning the
reliability and precision of any methods, tools or data used for forecasting or extrapolation.
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VPS 5 Valuation approaches and
methods

This mandatory standard:
» applies International Valuation Standard (IVS) 105 Valuation Approaches and Methods
* addresses particular aspects of implementation that may arise in individual cases.

Valuers are responsible for adopting, and as necessary justifying, the valuation
approach(es) and the valuation methods used to fulfil individual valuation assignments.
These must always have regard to:

* the nature of the asset (or liability)
* the purpose, intended use and context of the particular assignment and

* any statutory or other mandatory requirements applicable in the jurisdiction
concerned.

Valuers should also have regard to recognised best practice within the valuation
discipline or specialist area in which they practise, although this should not constrain the
proper exercise of their judgment in individual valuation assignments in order to arrive at
an opinion of value that is professionally adequate for its purpose.

Unless expressly required by statute or by other mandatory requirements, no one
valuation approach or single valuation method necessarily takes precedence over
another. In some jurisdictions and/or for certain purposes more than one approach may
be expected or required in order to arrive at a balanced judgment. In this regard, the
valuer must always be prepared to explain the approach(es) and method(s) adopted.

Implementation

1 Although no formal, universally recognised definition of valuation approach exists, the
term is generally used to mean the overall manner in which the valuation task is undertaken in
order to determine the value of the particular asset or liability. The term valuation method is
generally used to refer to the particular procedure, or technique, used to assess or calculate the
result.

2 Valuations are required of different interests in different types of assets for a range of
different purposes. Given this diversity, the approach to the estimation of value in one case may
well be inappropriate in another, let alone the actual method(s) or technique(s) used. Using the
working definition in paragraph 1 above, the overall valuation approach is usually classified into
one of three main categories:

* The market approach is based on comparing the subject asset with identical or similar assets
(or liabilities) for which price information is available, such as a comparison with market
transactions in the same, or closely similar, type of asset (or liability) within an appropriate
time horizon.
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* Theincome approach is based on capitalisation or conversion of present and predicted
income (cash flows), which may take a number of different forms, to produce a single
current capital value. Among the forms taken, capitalisation of a conventional market-based
income or discounting of a specific income projection can both be considered appropriate
depending on the type of asset and whether such an approach would be adopted by market
participants.

* The cost approach is based on the economic principle that a purchaser will pay no more for
an asset than the cost to obtain one of equal utility whether by purchase or construction.

3 Underlying each valuation approach and valuation method is the need to make such
comparisons as are practically possible, since this is the essential ingredient in arriving at a
market view. It may well be possible to arrive at a valuation opinion by adopting more than one
approach and one method or technique, unless statute or some other mandatory authority
imposes a particular requirement. Great care must be exercised when relying on the cost
approach as the primary or only approach, as the relationship between cost and value is rarely
direct.

4 Valuation methods may include a range of analytical tools or techniques as well as
different forms of modelling, many of which involve advanced numerical and statistical
practices. In general, the more advanced the method, the greater the degree of vigilance needed
to ensure there is no internal inconsistency, for example, in relation to the assumptions adopted.

5 Further detail on the application of approaches and methods may be found in the
International Valuation Standards at IVS 105, including the responsibilities of valuers in relation
to valuation modelling. It must be emphasised that the valuer is ultimately responsible for
selection of the approach(es) and method(s) to be used in individual valuation assignments,
unless statute or other mandatory authority imposes a particular requirement.
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Part 5: Valuation applications

Introduction

This part of the Red Book Global Standards is concerned with the application and
implementation of the global standards in specific contexts, whether for a particular purpose or
in relation to a particular asset type.

The RICS valuation practice guidance - applications (VPGAs) that follow are intended to set

out the key issues that need to be taken into account and also focus in greater detail on the
practical application of the standards in specific contexts. While not themselves mandatory, the
VPGAs do include links and cross-references to important material in the International Valuation
Standards and elsewhere in these global standards which is mandatory. These links and cross
references are intended to assist members in identifying material relevant to the particular
valuation assignment they are undertaking.

Members are expressly reminded that the IVS include the following IVS Asset Standards, the full
text of which is reproduced in Part 6 of these global standards:
* |VS 200 Businesses and Business Interests

* IVS 210 Intangible Assets

* IVS 220 Non-Financial Liabilities

* VS 230 Inventory

* [VS 300 Plant and Equipment

* VS 400 Real Property Interests

* |VS 410 Development Property

* |VS 500 Financial Instruments.

The full list of RICS VPGAs is as follows:

* VPGA 1 - Valuation for inclusion in financial statements

* VPGA 2 - Valuation of interests for secured lending

* VPGA 3 - Valuation of businesses and business interests

* VPGA 4 - Valuation of individual trade related properties

* VPGA5 - Valuation of plant and equipment

* VPGA 6 - Valuation of intangible assets

* VPGA 7 - Valuation of personal property, including arts and antiques

* VPGA 8 - Valuation of real property interests

* VPGA 9 - Identification of portfolios, collections and groups of properties
* VPGA 10 - Matters that may give rise to material valuation uncertainty.
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VPGA 1 Valuation for inclusion in
financial statements

This guidance is advisory and not mandatory in content. Where appropriate, however, it alerts
members to relevant mandatory material contained elsewhere in these global standards,
including the International Valuation Standards, using cross-references in bold type. These cross-
references are for the assistance of members and do not alter the status of the material that
follows below. Members are reminded that:

* this guidance cannot cover every circumstance, and they must always have regard to the
facts and circumstances of individual assignments when forming valuation judgements

* they should remain alert to the fact that individual jurisdictions may have specific
requirements that are not covered by this guidance.

1 Scope

1.1 The guidance below provides additional commentary on the valuation of property, assets
and liabilities for inclusion in financial statements.

1.2 Valuations for inclusion in financial statements require particular care as they must comply
strictly with the applicable financial reporting standards adopted by the entity. Valuers are
strongly advised to clarify at the outset which standards their clients have adopted along with
referencing the full definition of the relevant corresponding basis of value in reporting.

1.3 Although the International Financial Reporting Standards (IFRS) are nowadays widely
adopted, other financial reporting standards may still apply in individual jurisdictions.

1.4 Inall cases, valuers are reminded that both IFRS and non-IFRS financial reporting
standards continue to evolve - they should always refer to the standards current at the date to
which the financial statements relate.

2 Valuations under International Financial Reporting Standards
(IFRS)

21 Where the entity has adopted IFRS the basis of value will be fair value (see also VPS 4
section 7) and IFRS 13 Fair Value Measurement will apply. It is essential that the valuer is familiar
with IFRS 13 requirements, especially the disclosure requirements. IFRS 13 may be obtained
from the IFRS website.

2.2 In March 2021, the International Accounting Standards Board published the exposure
draft Disclosure Requirements in IFRS Standards—A Pilot Approach. The exposure draft
sets out a proposed new approach to developing and drafting disclosure requirements in IFRS
standards, as well as new disclosure requirements for IFRS 13 Fair Value Measurement.
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From the valuation community perspective, the most noteworthy potential change is the
expectation or requirement that information will be provided to clients as a matter of course on
what are described as ‘reasonably possible alternative fair value measurements’, to reflect any
uncertainty that may exist regarding the significant inputs used to determine fair value.

2.3 IFRS 16 Leases, introduced in 2016, sets out the principles for the recognition,
measurement, presentation and disclosure of leases. IFRS 16 is effective for annual reporting
periods beginning on or after 1 January 2019, with earlier application permitted.

IFRS 16 introduces a single lessee accounting model and requires a lessee to recognise assets
and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of
low value. A lessee is required to recognise a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to make lease payments.

3 Valuations of public sector assets under International Public
Sector Accounting Standards (IPSAS)

341 Where public sector assets fall to be included in financial statements complying with
IPSAS, care must be taken to refer to the version of the standards applicable at the financial
reporting date, which can be accessed at www.ifac.org/public-sector

4 Other cases

4.1 Legislative, regulatory, accounting or jurisdictional requirements may require the
modification of this application in some countries/states or under certain conditions.

5 Performance standards

5.1 Financial statements, whether drawn up under IFRS or otherwise, have to be prepared
with appropriate rigour, and this applies equally to valuations of assets (or liabilities) in support
of them. Subject to the particular statutory, regulatory or other authoritative requirements
(see PS 1 section 4) applicable to the particular valuation assignment within the jurisdiction
concerned, it is recommended that the following practices are observed (note that in

some jurisdictions such practices may form part of a mandatory performance framework).
Where such practices contain elements that are mandatory for RICS members and firms, the
appropriate cross-references are included.

Professionalism and professional competence

5.2 The mandatory general requirements regarding ethical standards (PS 2 section 1),
member qualification and professional competence (PS 2 section 2) apply with equal force here,
as do the requirements to provide assurance concerning competence both when establishing
the terms of engagement (VPS 1 section 3) and when reporting the valuation opinion (VPS 3
section 2).

5.3  Bringing professional scepticism to bear on the valuation assignment is also essential
(see PS 2 section 1 paragraph 1.5 and VPS 2 section 1 paragraph 1.2), it being particularly
important in the context of financial statements to be able to demonstrate freedom from bias.
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5.4  Where the member does not have the required level of expertise to deal with some
aspects of the valuation assignment properly, then they may - with the client’s approval
wherever necessary or appropriate - draw on the expertise of others (see PS 2 section 2
paragraphs 2.4 to 2.7).

5.5 Where a sub-contractor is used to assist with the valuation assignment, the member

or firm will need to be satisfied that the requirements of PS 1 can be met (see PS 2 section 2
paragraph 2.7). It is important to document and make clear in the valuation report the level of
responsibility being assumed by each party to the sub-contract.

5.6  To the extent that the member with overall responsibility for the valuation assignment
cannot or does not assume responsibility for any specialist input, it is important that the sub-
contractor’s report (and any associated working papers supplied) is retained with the member’s
working papers, and that it can, as necessary, be demonstrated that the sub-contractor is
content with the form in which its opinion or advice will be incorporated or reproduced in the
member’s report (see also VPS 3 section 2 k) paragraph 5).

Terms of engagement

5.7 Itis especially important in the context of financial reporting that there are terms of
engagement which are clear (PS 2 section 7), leaving no areas of doubt as to what the member
undertakes to do, however comprehensive or otherwise the valuation assignment will be,
including the manner in which the valuation opinion will be reproduced (see VPS 3 section

2 j) paragraphs 2 to 14). Members are reminded that any changes to the scope of work that
are subsequently agreed or necessitated are to be brought to the client’s attention and
appropriately documented prior to the issue of the valuation report (see VPS 1 section 1
paragraph 1.6).

5.8 In addition to the comprehensive list of matters set out in VPS 1, it is important to
ensure that the responsibilities of the client, insofar as they impact on the fulfilment of the
valuation assignment and on the valuation opinion, are set out clearly - this will include, but is
not necessarily confined to, specifying the nature of the information which the client agrees to
supply. It is also expected that the terms of engagement are specific in relation to the timescale
within which the report will be produced and issued.

5.9 Itisthe responsibility of the valuer to discuss and agree with their client and include
within the terms of engagement, full details of the accounting standards to be adopted in the
valuation, and to include the full definition of the basis of value, including reference of the basis
of value definition (e.g. IFRS 13 or FRS 102, etc.), along with details of the accounting standard
body or a local regulator whose definition has been applied.

Sources and verification of information

5.10 VPS 1 section 3 j) and VPS 3 section 2 h) address the nature and source of the
information and data to be relied on.

5.11 Source documents may include information and data supplied by the entity and may
extend to financial information from sources other than its audited financial statements. It may
also include information prepared by third-party advisers or specialists retained by the entity.
In all cases information provided by or through the reporting entity’s management should be
considered just as objectively as information from other sources, professional scepticism being
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applied when forming a view on its credibility (see VPS 2 section 1 paragraph 1.8). See also PS
2 section 3 paragraphs 3.11 to 3.15 if discussions about information are held with the client, or
any other form of management interview is undertaken.

Documentation

5.12 Particular care is needed over the documentation, including both source and analysis
documents and any other relevant papers or records - such as notes of inspections and
investigations (see VPS 2 section 3) - used to derive and support a valuation opinion. This is
because of the reliance to be placed by the reporting entity’s management on the valuation
opinion when producing the financial statements for which they are responsible, which must
properly satisfy statutory, regulatory and auditing requirements. Members’ attention is expressly
drawn to PS 2 section 5.1 where the public has an interest and PS 2 section 5.2 (in particular
paragraph 5.2.2) where third-party reliance may or does arise.

Reports

5.13 Itis essential that valuation reports provided in support of financial statements should
‘clearly and accurately set out the conclusions of the valuation in a manner that is neither
ambiguous or misleading, and which does not create a false impression’ - see VPS 3, which
sets out a comprehensive list of mandatory requirements designed to fulfil this objective. The
following paragraphs provide additional guidance on certain aspects in the specific context of
financial statements.

5.14 The extent of description of the valuation approach(es) adopted and method(s) used
should always be proportionate to the task (see VPS 3 section |) paragraph 2) as should the
description of the reasoning, but in the particular context of valuation for financial reporting,
the presumption is towards a fuller description in order to assist understanding by the client
and other intended users. It helps ensure that management decisions concerning the coverage
and content of the financial statement in relation to the assets (or liabilities) concerned are
properly informed and that the entity’s management can in turn report in a way that is neither
ambiguous or misleading.

5.15 Members should be particularly alert in relation to information or data that appears to
provide contrary evidence to the valuation opinion reached and should ensure that adequate
explanation of how this was considered is included in the valuation report.

5.16 While VPS 1 and VPS 3 refer to valuation date and amount of the valuation, as those
italicised terms are defined in the RICS glossary, members may find that clients refer to the
‘measurement date’ and ‘measurement’ amount, as used in accounting standards. As noted in
IVS 104 Paragraph 10.1, basis of value may sometimes be termed ‘standard of value’ by clients.

5.17 If any subsequent events are referred to in the report (see VPS 3 section 2 m) paragraph
7), the relevant date should normally be provided.

5.18 Itis the responsibility of the valuer to include within the valuation reporting, full details of
the accounting standards to be adopted in the valuation, and to include the full definition of the
basis of value including reference of the basis of value definition (e.g. IFRS 13 or FRS 102, etc.),
along with details of the accounting standard body or a local regulator whose definition has
been applied. Where appropriate, the valuer should also clearly state whether the basis of value
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adopted is considered to be consistent with the basis of market value and identify if the specific
application of the accounting basis of value definition leads to different values.

5.19 Valuers should be familiar with the measurement requirements of the relevant
accounting standards to which they are applying their opinion of value. It is also important that
the valuer clearly identifies within the valuation report, the client's classification of the asset(s)
being valued along with reference to the corresponding accounting standard.
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VPGA 2 Valuation of interests for
secured lending

This guidance is advisory and not mandatory in content. Where appropriate, however, it alerts
members to relevant mandatory material contained elsewhere in these global standards,
including the International Valuation Standards, using cross-references in bold type. These cross-
references are for the assistance of members and do not alter the status of the material that
follows below. Members are reminded that:

* this guidance cannot cover every circumstance, and they must always have regard to the
facts and circumstances of individual assignments when forming valuation judgments

* they should remain alert to the fact that individual jurisdictions may have specific
requirements that are not covered by this guidance.

1 Scope

1.1 The guidance below provides additional commentary on the valuation of interests in real
property and in other tangible assets for secured lending.

1.2  Mandatory requirements in these global standards are highlighted using cross-
references in bold type. While the remaining material is advisory in most jurisdictions, valuers
should always refer to the appropriate national supplement (see PS 1 section 4) for additional
mandatory requirements.

2 Background

21 The most common examples of security in relation to real property interests where a
valuer’s advice is likely to be sought are:

a property thatis, or will be, owner-occupied
b property thatis, or will be, held as an investment

¢ property thatis fully equipped as a trading entity and valued with regard to trading potential
and

d property thatis, or is intended to be, the subject of development or refurbishment.
Each of the above examples is discussed further in paragraph 6.2 of this VPGA.

2.2  This VPGA deals with the following matters that are specific to valuations for secured
lending:

* taking instructions and disclosures
* independence, objectivity and conflicts of interest

* basis of value and special assumptions and
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* reporting and disclosures.

2.3 Inmostjurisdictions there is a wide variety of assets offered as security and a range
of lending products available, and so each case will require a slightly different approach. It
is therefore open to the valuer and lender to agree variations, subject to PS 1 section 4. The
overriding objective is that the valuer should understand the lender’s needs and objectives,
including the terms of the loan being contemplated, and the lender should understand the
advice that is given. These principles apply to real property interests and to other tangible
assets alike.

3 Independence, objectivity and conflicts of interest

3.1 Members are reminded that in accordance with PS 2 section 3, they must at all times

act with integrity, independence and objectivity, and avoid conflicts of interest and any actions
or situations that are inconsistent with their professional obligations. Additionally, members

are reminded that they must also declare any potential conflicts of interest - personal or
professional - to all relevant parties. It will be appreciated that these requirements are of special
relevance and importance in the context of secured lending.

3.2  Where requested or required to do so, valuers who comply with the provisions for
independence and objectivity under PS 2 section 3 may confirm that they are acting as
‘independent valuers'’, subject to compliance also with paragraph 3.3 below.

3.3 Thelender may specify additional criteria for independence for a valuation for secured
lending. There may also be specific criteria that apply in individual jurisdictions. In the absence
of any specification, the additional criteria are deemed to include a stipulation that the valuer
has had no previous, current or anticipated involvement with the borrower, or prospective
borrower, the asset to be valued or any other party connected with a transaction for which the
lending is required. ‘Previous involvement’ would normally be anything within the period of

24 months preceding the date of instruction or date of agreement of the terms of engagement
(whichever is earlier), but a specific longer period may be prescribed or adopted in individual
jurisdictions.

3.4  Any previous or current involvement with the borrower or the property or asset to be
valued is to be disclosed to the lender prior to the acceptance of the instruction. Disclosure
should also extend to any anticipated future involvement. (References to ‘borrower’ include a
prospective borrower or any other party connected with the transaction for which the lending
is required). Examples of such involvement that may result in a conflict of interest include
situations where the valuer or firm:

* has along-standing professional relationship with the borrower or the owner of the property
or asset

* isintroducing the transaction to the lender or the borrower, for which a fee is payable to the
valuer or firm

* has afinancial interest in the asset or in the borrower
* s acting for the owner of the property or asset in a related transaction

* isacting (or has acted) for the borrower on the purchase of the property or asset
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* isretained to act in the disposal or letting of a completed development on the subject
property or asset

* has recently acted in a market transaction involving the property or asset

* has provided fee earning professional advice on the property or asset to current or previous
owners or their lenders and/or

* is providing development consultancy for the current or previous owners.

3.5 Valuers are reminded - consistently with paragraph 3.1 above - that they must consider
whether any previous, current or anticipated involvement with either the property or asset or
related parties is sufficient to create a conflict with the valuer’s duty to be independent and
objective. Matters such as the quantum of any financial interest in a connected party, the scope
for the valuer or firm to benefit materially from a particular valuation outcome and the level of
fees earned from any connected party as a proportion of total fee income may all be material.

3.6 If thevaluer considers that any involvement creates an unavoidable conflict with their
duty to the potential client, the instruction should be declined.

3.7 Ifthevaluer and the client agree that any potential conflict can be avoided by 