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BUSINESS VALUATION BUSINESS VALUATION 
STANDARDSSTANDARDS

Standards provide minimum criteria to be followed Standards provide minimum criteria to be followed 
by business valuators in developing and reporting by business valuators in developing and reporting 
valuation of businesses, business ownership valuation of businesses, business ownership 
interests, securities and intangible assets.  They are interests, securities and intangible assets.  They are 
designed to maintain and enhance quality of designed to maintain and enhance quality of 
business valuations for benefit of business business valuations for benefit of business 
valuation profession and users of business valuation profession and users of business 
valuation by promoting and maintaining a high valuation by promoting and maintaining a high 
level of public trust in appraisal practice. level of public trust in appraisal practice. 
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NORTH AMERICANNORTH AMERICAN
GOVERNMENTAL/REGULATORY BODIESGOVERNMENTAL/REGULATORY BODIES

CanadaCanada
AutoritAutoritéé des marchdes marchéés financiers du Qus financiers du Quéébec bec 
(Reg. Q(Reg. Q--27)27)

Ontario Securities Commission (Rule 61Ontario Securities Commission (Rule 61--501 501 
and 61and 61--501CP)501CP)

United StatesUnited States

Internal Revenue Service Internal Revenue Service [July 27, 2006][July 27, 2006]

The Appraisal Foundation (USPAP) (source of The Appraisal Foundation (USPAP) (source of 
authoritative standards, per U.S. Congress)authoritative standards, per U.S. Congress)
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ProfessionalProfessional
StandardsStandards

RegulatoryRegulatory
RelationsRelations

ProfessionalProfessional
EducationEducation

ProfessionalProfessional
QualificationsQualifications



4

Richard M. Wise, FCA, CARichard M. Wise, FCA, CA••IFA, IFA, FCBV, FASA, MCBA, CVAFCBV, FASA, MCBA, CVA
Wise, Blackman LLPWise, Blackman LLP

September 6 & 7, 2007September 6 & 7, 2007
MontrMontrééal, Qual, Quéébecbec

The Canadian Institute of Chartered Business ValuatorsThe Canadian Institute of Chartered Business Valuators
2007 Eastern Regional Conference2007 Eastern Regional Conference

RECENTLYRECENTLY--ISSUED U.S. STANDARDSISSUED U.S. STANDARDS
BUSINESSES, BUSINESS INTERESTS, SECURITIES AND INTANGIBLESBUSINESSES, BUSINESS INTERESTS, SECURITIES AND INTANGIBLES

Valuation of Intangible Assets (being Valuation of Intangible Assets (being 
finalized)finalized)

ASAASA

Uniform Standards of Professional Appraisal Uniform Standards of Professional Appraisal 
Practice (July 2006 amendments)Practice (July 2006 amendments)

TAF/TAF/
ASBASB

Statements on Standards for Valuation Statements on Standards for Valuation 
services services ““Valuation of a Business, Business Valuation of a Business, Business 
Ownership Interest, Security, or Intangible Ownership Interest, Security, or Intangible 
AssetAsset”” (June 2007)(June 2007)

AICPAAICPA

Valuation Guidelines (July 2006)Valuation Guidelines (July 2006)IRSIRS
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CATEGORIES OFCATEGORIES OF
BUSINESS VALUATION STANDARDSBUSINESS VALUATION STANDARDS

ReportingReporting

Development (Scope of Work)Development (Scope of Work)

File DocumentationFile Documentation

Expert ReportsExpert Reports

CritiquesCritiques

Glossary of Business Valuation Terms Glossary of Business Valuation Terms 
(AICPA, ASA, CICBV, IBA, NACVA)(AICPA, ASA, CICBV, IBA, NACVA)
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CATEGORIES OFCATEGORIES OF
BUSINESS VALUATION STANDARDSBUSINESS VALUATION STANDARDS

(CONT(CONT’’D)D)

Statements on Valuation Standards (ASA, USPAP)Statements on Valuation Standards (ASA, USPAP)

Advisory Reports (CICBV)Advisory Reports (CICBV)

Advisory Opinions (ASA, USPAP)Advisory Opinions (ASA, USPAP)

Expert Reports (CICBV)Expert Reports (CICBV)

Practice Bulletins (CICBV)Practice Bulletins (CICBV)

Practice Aids (AIPCA)Practice Aids (AIPCA)

Procedural Guidelines (ASA)Procedural Guidelines (ASA)

Code of Ethics (CICBV, AICPA, ASA, IBA)Code of Ethics (CICBV, AICPA, ASA, IBA)

OTHEROTHER
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THE CANADIAN INSTITUTE OF CHARTERED THE CANADIAN INSTITUTE OF CHARTERED 
BUSINESS VALUATORSBUSINESS VALUATORS

Practice StandardsPractice Standards
Valuation Reports (110, 120 and 130)Valuation Reports (110, 120 and 130)
Advisory Reports (210, 220 and 230)Advisory Reports (210, 220 and 230)
Expert Reports (310, 320 and 330)Expert Reports (310, 320 and 330)
Limited Critique Reports (410, 420 and 430)Limited Critique Reports (410, 420 and 430)

Practice BulletinsPractice Bulletins
Scope LimitationsScope Limitations
International Glossary of Business Valuation TermsInternational Glossary of Business Valuation Terms
Definitions of Valuation, Advisory and Expert ReportsDefinitions of Valuation, Advisory and Expert Reports
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Each of the four Standards has Each of the four Standards has 
three sectionsthree sections

1.1. Reporting StandardsReporting Standards

2.2. Scope of Work StandardsScope of Work Standards

3.3. File Documentation StandardsFile Documentation Standards

PRACTICE STANDARDSPRACTICE STANDARDS
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THE CANADIAN INSTITUTE OF CHARTERED THE CANADIAN INSTITUTE OF CHARTERED 
BUSINESS VALUATORSBUSINESS VALUATORS

Provide guidance to members on application of Provide guidance to members on application of 
its Standards and Code of Ethics.its Standards and Code of Ethics.

To assist Members in exercising professional To assist Members in exercising professional 
judgment in valuation assignment.judgment in valuation assignment.

Clarification of meaning of certain terms used in Clarification of meaning of certain terms used in 
Practice StandardsPractice Standards

International Glossary of Business Valuation International Glossary of Business Valuation 
TermsTerms

PRACTICE BULLETINSPRACTICE BULLETINS
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THE CANADIAN INSTITUTE OF CHARTERED THE CANADIAN INSTITUTE OF CHARTERED 
BUSINESS VALUATORSBUSINESS VALUATORS

Members must comply with, and adhere to, all Practice Members must comply with, and adhere to, all Practice 
Standards, since they represent a minimum required Standards, since they represent a minimum required 
standard of care.  It must be remembered ... that standard of care.  It must be remembered ... that 
compliance with ... Standards is not necessarily compliance with ... Standards is not necessarily 
compliance with all obligations required of Members compliance with all obligations required of Members 
under the Code of Ethics and applicable law.  Practice under the Code of Ethics and applicable law.  Practice 
Standards are published in Handbook.Standards are published in Handbook.
Failure to comply with Standards is breach of Failure to comply with Standards is breach of 
MemberMember’’s ethical obligations and Institute can take s ethical obligations and Institute can take 
action considered appropriate by Board of Directors.action considered appropriate by Board of Directors.

ADHERENCE TO PRACTICE STANDARDSADHERENCE TO PRACTICE STANDARDS
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RECOGNITION BY CRA OF CICBV STANDARDSRECOGNITION BY CRA OF CICBV STANDARDS
(INFORMATION CIRCULAR 01(INFORMATION CIRCULAR 01--1:1:

THIRDTHIRD--PARTY CIVIL PENALTIESPARTY CIVIL PENALTIES, SEPT. 18, 2001), SEPT. 18, 2001)

““The standards followed by [the CICBV] promote The standards followed by [the CICBV] promote 
and maintain a high level of public trust in and maintain a high level of public trust in 
professional valuation and appraisal practices by professional valuation and appraisal practices by 
establishing requirements for various types of establishing requirements for various types of 
assignments.  These standards cover ethical issues, assignments.  These standards cover ethical issues, 
which set out the requirements for integrity, which set out the requirements for integrity, 
impartiality, objectivity, independent judgement impartiality, objectivity, independent judgement 
and ethical conductand ethical conduct””. . 
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AMERICAN SOCIETY OF APPRAISERSAMERICAN SOCIETY OF APPRAISERS

BUSINESS VALUATION STANDARDS (BVS)BUSINESS VALUATION STANDARDS (BVS)

Income Approach to Business ValuationIncome Approach to Business ValuationIVIV

AssetAsset--Based Approach to Business ValuationBased Approach to Business ValuationIIIIII

Financial Statement AdjustmentsFinancial Statement AdjustmentsIIII

General Requirements for Developing a General Requirements for Developing a 
Business ValuationBusiness Valuation

II
TitleTitleBVSBVS
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AMERICAN SOCIETY OF APPRAISERSAMERICAN SOCIETY OF APPRAISERS

Comprehensive Written Business Valuation Comprehensive Written Business Valuation 
ReportReport

VIIIVIII

Valuation Discounts and PremiumsValuation Discounts and PremiumsVIIVII

Reaching a Conclusion of ValueReaching a Conclusion of ValueVIVI
TitleTitleBVSBVS

BUSINESS VALUATION STANDARDS (BVS)BUSINESS VALUATION STANDARDS (BVS)
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AMERICAN SOCIETY OF APPRAISERSAMERICAN SOCIETY OF APPRAISERS

STATEMENTS ON BUSINESS VALUATION STATEMENTS ON BUSINESS VALUATION 
STANDARDS (SBVS)STANDARDS (SBVS)

The Merger & Acquisition MethodThe Merger & Acquisition Method22

The Guideline Public Company MethodThe Guideline Public Company Method11

TitleTitleSBVSSBVS
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AMERICAN SOCIETY OF APPRAISERSAMERICAN SOCIETY OF APPRAISERS

Financial Consultation and Advisory ServicesFinancial Consultation and Advisory ServicesAOAO--11

ADVISORY OPINIONSADVISORY OPINIONS

PROCEDURAL GUIDELINESPROCEDURAL GUIDELINES

Litigation Support:  Role of The Independent Litigation Support:  Role of The Independent 
Financial ExpertFinancial Expert

PGPG--11
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UNIFORM STANDARDS OF UNIFORM STANDARDS OF 
PROFESSIONAL APPRAISAL PRACTICE PROFESSIONAL APPRAISAL PRACTICE 

(USPAP)(USPAP)

Appraisal Standards Board of The Appraisal Appraisal Standards Board of The Appraisal 
Foundation, Washington, D.C.Foundation, Washington, D.C.

Adhered to by ASAAdhered to by ASA

Major changes in 2006 relating to:Major changes in 2006 relating to:

Scope of WorkScope of Work

Departure ProvisionsDeparture Provisions
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UNIFORM STANDARDS OF UNIFORM STANDARDS OF 
PROFESSIONAL APPRAISAL PRACTICE PROFESSIONAL APPRAISAL PRACTICE 

(USPAP)(USPAP)
(CONT(CONT’’D)D)

Standard 3:  Appraisal ReviewStandard 3:  Appraisal Review

Standard 9:  Business Appraisal, DevelopmentStandard 9:  Business Appraisal, Development

Standard 10:  Business Appraisal, ReportingStandard 10:  Business Appraisal, Reporting

BUSINESS VALUATIONBUSINESS VALUATION--RELATED STANDARDSRELATED STANDARDS
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STATEMENTS ON STANDARDSSTATEMENTS ON STANDARDS11, , 
STATEMENTS OF POSITIONSTATEMENTS OF POSITION22 AND AND 

INTERPRETATIONSINTERPRETATIONS

Clarify, , interpret, explain or Clarify, , interpret, explain or 
elaborate on, Standards.  Statements elaborate on, Standards.  Statements 
have full weight of Standards.have full weight of Standards.

1.1. ASA and USPAP.                      2.ASA and USPAP.                      2. AICPAAICPA
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PROCEDURAL GUIDELINESPROCEDURAL GUIDELINES11,,
PRACTICE AIDS, PRACTICE BULLETINSPRACTICE AIDS, PRACTICE BULLETINS

AND TOOLKITSAND TOOLKITS22

These provide recommendations on application These provide recommendations on application 
of Standards and provide guidance to valuation of Standards and provide guidance to valuation 
analysts through discussions of the application.  analysts through discussions of the application.  
Also, they may describe concepts and Also, they may describe concepts and 
procedures relating to the BV assignment.  procedures relating to the BV assignment.  
These guidelines may relate to development, These guidelines may relate to development, 
reporting and documenting a business valuation reporting and documenting a business valuation 
performed by the valuation analyst.performed by the valuation analyst.33 They are They are 
not binding.not binding.

1.1. ASA.ASA. 2.    AICPA.2.    AICPA.
3.3. ““Procedural GuidelinesProcedural Guidelines”” (ASA) and (ASA) and ““Business Valuation GuidelinesBusiness Valuation Guidelines”” (IRS).(IRS).
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ADVISORY OPINIONS*ADVISORY OPINIONS*

Illustrate applicability of Standards Illustrate applicability of Standards 
and Statements on Standards in and Statements on Standards in 
specific factspecific fact--situations, and offer situations, and offer 
advice for resolution of valuation advice for resolution of valuation 
issues. Not binding.issues. Not binding.

*   ASA and USPAP.*   ASA and USPAP.
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PRACTICE BULLETINS*PRACTICE BULLETINS*

To assist valuators in exercise of their To assist valuators in exercise of their 
professional judgment in carrying out professional judgment in carrying out 
valuation assignments, providing guidance valuation assignments, providing guidance 
on report definitions, including on report definitions, including 
comprehensive clarification on meaning of comprehensive clarification on meaning of 
certain terms (e.g., certain terms (e.g., ““conclusionconclusion”” or or ““draft draft 
formform””) used in a specific Standard.  Not ) used in a specific Standard.  Not 
binding.binding.

*   CICBV.*   CICBV.
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GUIDANCE NOTES*GUIDANCE NOTES*

Relate to valuations of specific types Relate to valuations of specific types 
of properties (e.g., intangible assets, of properties (e.g., intangible assets, 
business ownership interests) and to business ownership interests) and to 
valuation reviews, DCF analyses, etc. valuation reviews, DCF analyses, etc. 
Not binding.Not binding.

*   IVSC.*   IVSC.

Richard M. Wise, FCA, CARichard M. Wise, FCA, CA••IFA, IFA, FCBV, FASA, MCBA, CVAFCBV, FASA, MCBA, CVA
Wise, Blackman LLPWise, Blackman LLP

September 6 & 7, 2007September 6 & 7, 2007
MontrMontrééal, Qual, Quéébecbec

The Canadian Institute of Chartered Business ValuatorsThe Canadian Institute of Chartered Business Valuators
2007 Eastern Regional Conference2007 Eastern Regional Conference

INFORMATION PAPERS*INFORMATION PAPERS*

Case specific and disseminate results of Case specific and disseminate results of 
recent research on valuation issues.  recent research on valuation issues.  
(Findings and conclusions of authors [who (Findings and conclusions of authors [who 
are identified] of papers and do not are identified] of papers and do not 
necessarily reflect viewpoint of necessarily reflect viewpoint of 
association, its member associations or association, its member associations or 
delegates.)  Not binding.delegates.)  Not binding.

*   IVSC.*   IVSC.
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UNITED STATESUNITED STATES
IRS BUSINESS VALUATION GUIDELINESIRS BUSINESS VALUATION GUIDELINES

INTERNAL REVENUE MANUALINTERNAL REVENUE MANUAL, ENGINEERING PROGRAM, ENGINEERING PROGRAM
((RELEASED JULY 27, 2006)RELEASED JULY 27, 2006)

Tangible Personal Property Valuation Guidelines Tangible Personal Property Valuation Guidelines 
—— §§ 4.48.34.48.3

Business Valuation Guidelines Business Valuation Guidelines —— §§ 4.48.44.48.4

Intangible Property Valuation GuidelinesIntangible Property Valuation Guidelines
—— §§ 4.48.54.48.5

Real Property Valuation Guidelines Real Property Valuation Guidelines —— §§ 4.48.64.48.6

IRS valuator must reasonably justify departure IRS valuator must reasonably justify departure 
from Guidelinesfrom Guidelines
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UNITED STATESUNITED STATES
NEW VALUATION GUIDELINES FORNEW VALUATION GUIDELINES FOR

IRS VALUATORSIRS VALUATORS

GUIDANCE FOR:GUIDANCE FOR:

1)1) Developing valuation issue(s)Developing valuation issue(s)

2)2) Resolving issue(s) when possibleResolving issue(s) when possible

3)3) Preparing reportsPreparing reports

4)4) Reviewing taxpayerReviewing taxpayer’’s valuations valuation
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UNITED STATESUNITED STATES
NEW VALUATION GUIDELINES FORNEW VALUATION GUIDELINES FOR

IRS VALUATORSIRS VALUATORS
(CONT(CONT’’D)D)

1)1) Development of ValuationDevelopment of Valuation

a)a) Planning valuation assignmentPlanning valuation assignment
b)b) Identifying relevant facts and issuesIdentifying relevant facts and issues
c)c) Analyzing informationAnalyzing information
d)d) Preparing working papersPreparing working papers
e)e) Reviewing and reporting on taxpayerReviewing and reporting on taxpayer’’s s 

valuationvaluation

Relevant valuation information includes that in Relevant valuation information includes that in 
IRS IRS Revenue Ruling 59Revenue Ruling 59--6060
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UNITED STATESUNITED STATES
NEW VALUATION GUIDELINES FORNEW VALUATION GUIDELINES FOR

IRS VALUATORSIRS VALUATORS
(CONT(CONT’’D)D)

3)3) Reporting Guidelines:Reporting Guidelines:

a)a) Required contents of valuation reportRequired contents of valuation report

b)b) Convincing and compelling support for Convincing and compelling support for 
conclusions reachedconclusions reached

c)c) All information necessary to allow clear All information necessary to allow clear 
understanding of valuation analysesunderstanding of valuation analyses

d)d) Explanation of how conclusions reached Explanation of how conclusions reached 
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UNITED STATESUNITED STATES
NEW VALUATION GUIDELINES FORNEW VALUATION GUIDELINES FOR

IRS VALUATORSIRS VALUATORS
(CONT(CONT’’D)D)

4)4) Review of TaxpayerReview of Taxpayer’’s Business Valuations Business Valuation
a)a) Identify Scope of Review process conductedIdentify Scope of Review process conducted
b)b) Determine:Determine:

I.I. Completeness of taxpayerCompleteness of taxpayer’’s valuation reports valuation report
II.II. Adequacy and relevance of data usedAdequacy and relevance of data used
III.III. Propriety of any adjustments theretoPropriety of any adjustments thereto
IV.IV. Appropriateness of valuation method and Appropriateness of valuation method and 

techniquestechniques
V.V. Whether there is disagreement and, if so, give Whether there is disagreement and, if so, give 

reasonsreasons
VI.VI. Whether analyses, opinions and conclusions in Whether analyses, opinions and conclusions in 

taxpayertaxpayer’’s report are appropriate and reasonables report are appropriate and reasonable
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U.S. TAXU.S. TAX--PURPOSE VALUATIONS FOR PURPOSE VALUATIONS FOR 
CHARITABLE DONATIONSCHARITABLE DONATIONS

NOTICE 2006NOTICE 2006--9696
““QUALIFIED APPRAISALQUALIFIED APPRAISAL””

Conducted by Qualified Appraiser in Conducted by Qualified Appraiser in 
accordance with accordance with ““generally accepted generally accepted 
appraisal standardsappraisal standards”” and any and any 
regulations or other guidance regulations or other guidance 
prescribed by Treasury Secretaryprescribed by Treasury Secretary
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U.S. TAXU.S. TAX--PURPOSE VALUATIONS PURPOSE VALUATIONS FOR FOR 
CHARITABLE DONATIONSCHARITABLE DONATIONS

NOTICE 2006NOTICE 2006--9696
““QUALIFIED APPRAISERQUALIFIED APPRAISER””

1)1) Earned appraisal designation from Earned appraisal designation from recognized recognized 
professional appraisal organizationprofessional appraisal organization or otherwise or otherwise 
met minimum education and experience met minimum education and experience 
requirements per regulations prescribed by U.S. requirements per regulations prescribed by U.S. 
Treasury Secretary,Treasury Secretary,

2)2) Regularly performs appraisalsRegularly performs appraisals for which he/she for which he/she 
receives compensation, andreceives compensation, and

3)3) Meets other requirements prescribed by Meets other requirements prescribed by 
Treasury SecretaryTreasury Secretary
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STANDARDSSTANDARDS

CICACICA IASCFIASCF IVSCIVSC

AcSocAcSoc IASBIASB
IVSIVS

AcSBAcSB

GAAPGAAP
IFRSIFRS

15811581
16251625

30623062
30633063

(GAAP)(GAAP)
IFRS 3IFRS 3
IAS 36IAS 36
IAS 38IAS 38

June/07June/07
•• Invitation to Invitation to 

Comment on Comment on 
Review of IVSReview of IVS

•• Considering Fair Considering Fair 
Value for Value for 
Financial Financial 
ReportingReporting

ACCOUNTINGACCOUNTING VALUATIONVALUATION

IFRICIFRIC

EICEIC
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““TORONTO VALUATION ACCORDTORONTO VALUATION ACCORD””

Signed in 2003Signed in 2003

Comprises North American valuation Comprises North American valuation 
organizationsorganizations

Provides for participating organizations to Provides for participating organizations to 
coordinate efforts with regulatory bodies and coordinate efforts with regulatory bodies and 
standardsstandards--setting groups to aid in expediting setting groups to aid in expediting 
simplification and convergence of financial simplification and convergence of financial 
reporting standardsreporting standards

Active support of IVSCActive support of IVSC
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TORONTO VALUATION ACCORDTORONTO VALUATION ACCORD

TVA coalition is united to promote use TVA coalition is united to promote use 
of market value in financial reporting of market value in financial reporting 
in best interest of public, investors, in best interest of public, investors, 
government, and business decision government, and business decision 
makers.  makers.  
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TORONTO VALUATION ACCORDTORONTO VALUATION ACCORD

At international level, TVA continues to support At international level, TVA continues to support 
International Valuation Standards Committee International Valuation Standards Committee 
(IVSC) in its work to ensure valuation standards (IVSC) in its work to ensure valuation standards 
consistent with and complementary to consistent with and complementary to financial financial 
reportingreporting standards being developed and standards being developed and 
promulgated by IASB.  TVA coalition intends to promulgated by IASB.  TVA coalition intends to 
encourage encourage use of market value concepts and aid use of market value concepts and aid 
in expediting simplification and convergence of in expediting simplification and convergence of 
financial reporting standards in North America financial reporting standards in North America 
and internationallyand internationally.  (.  (Emphasis added.Emphasis added.))
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INTERNATIONAL VALUATION INTERNATIONAL VALUATION 
STANDARDS COMMITTEE (IVSC)STANDARDS COMMITTEE (IVSC)

43 Member States43 Member States

9 non9 non--member representatives (observers)member representatives (observers)

2 non2 non--member representatives (correspondents)member representatives (correspondents)

International Valuation Standards 2005International Valuation Standards 2005

NewslettersNewsletters

Technical PapersTechnical Papers

Research PapersResearch Papers

Exposure DraftsExposure Drafts
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IVSCIVSC
(CONT(CONT’’D)D)

OObjectives of IVSC:bjectives of IVSC:

To formulate and publish, in the public To formulate and publish, in the public 
interest, valuation Standards for property interest, valuation Standards for property 
valuation and to promote their worldwide valuation and to promote their worldwide 
acceptance; andacceptance; and

To harmonize Standards among worldTo harmonize Standards among world’’s s 
States and identify and disclose differences States and identify and disclose differences 
in statements and/or applications of in statements and/or applications of 
Standards as they occur.Standards as they occur.
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IVSC AND FASB AGREEMENTIVSC AND FASB AGREEMENT

As Fair Value Measurement becomes As Fair Value Measurement becomes 
more prevalent in financial statements, more prevalent in financial statements, 
valuations that follow valuations that follow generally accepted generally accepted 
valuation practicesvaluation practices prepared by qualified prepared by qualified 
valuation professionals will be needed.  valuation professionals will be needed.  
Accounting and valuation professionals Accounting and valuation professionals 
need clear understanding of each otherneed clear understanding of each other’’s s 
roles and responsibilities.roles and responsibilities.
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IVSC DISCUSSION PAPER RE FAIR VAUE OF IVSC DISCUSSION PAPER RE FAIR VAUE OF 
INTANGIBLES FOR IFRS REPORTINGINTANGIBLES FOR IFRS REPORTING
TOPICS ADDRESSED INCLUDE:TOPICS ADDRESSED INCLUDE:

Issues on which comments are soughtIssues on which comments are sought

General approach adopted in Discussion PaperGeneral approach adopted in Discussion Paper
Technical valuation issuesTechnical valuation issues
Intangible asset valuation methodsIntangible asset valuation methods
Determination & benchmarking of valuation Determination & benchmarking of valuation 
inputsinputs
Comparison of different approaches & Comparison of different approaches & 
proposed hierarchy for selection of valuation proposed hierarchy for selection of valuation 
methodsmethods
Valuation processValuation process
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IVSC DISCUSSION PAPER RE FAIR VAUE OF IVSC DISCUSSION PAPER RE FAIR VAUE OF 
INTANGIBLES FOR IFRS REPORTINGINTANGIBLES FOR IFRS REPORTING
TOPICS ADDRESSED INCLUDE:TOPICS ADDRESSED INCLUDE:

(CONT(CONT’’D)D)

Key Standards affectedKey Standards affected

Technical Valuation IssuesTechnical Valuation Issues

Intangible Asset Valuation MethodsIntangible Asset Valuation Methods

Determination & benchmarking of valuation Determination & benchmarking of valuation 
inputsinputs

Comparison of different approaches and proposed Comparison of different approaches and proposed 
hierarchy for selection of valuation methodshierarchy for selection of valuation methods

Valuation processValuation process
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IVSCIVSC
(CONT(CONT’’D)D)

Develop and publish valuation Develop and publish valuation 
standards and procedural standards and procedural 
guidance in valuation of assets for guidance in valuation of assets for 
use in financial statementsuse in financial statements

OBJECTIVEOBJECTIVE
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RECENT DEVELOPMENTSRECENT DEVELOPMENTS
INVITATIONS TO COMMENTINVITATIONS TO COMMENT

1.1. Proposal for Restructuring of the IVSCProposal for Restructuring of the IVSC
(Jan. 2007)(Jan. 2007)

CICBVCICBV’’s comments submitted Mar. 15, 2007 s comments submitted Mar. 15, 2007 
(ivsc.org) (ivsc.org) 

2.2. Review of International Valuation Review of International Valuation 
StandardsStandards (June 2007)(June 2007)

CICBV and ASA to comment by Oct. 31, 2007CICBV and ASA to comment by Oct. 31, 2007
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ACCOUNTING STANDARDS BOARD OF CANADAACCOUNTING STANDARDS BOARD OF CANADA
(AcSB)(AcSB)

1.1. Requires Canadian Requires Canadian ““publicly accountable publicly accountable 
enterpriseenterprise”” (including one planning to issue (including one planning to issue 
securities in public market) to apply securities in public market) to apply 
International Financial Reporting Standards International Financial Reporting Standards 
(IFRS) effective 2011(IFRS) effective 2011

2.2. In 2008, publiclyIn 2008, publicly--accountable enterprises may accountable enterprises may 
disclose plans for convergencedisclose plans for convergence

3.3. Stated policy:  to comply with International Stated policy:  to comply with International 
Accounting Standards Board (IASB)Accounting Standards Board (IASB)
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ACCOUNTING PRONOUNCEMENTS/POLICIESACCOUNTING PRONOUNCEMENTS/POLICIES
AFFECTING BUSINESS VALUATORSAFFECTING BUSINESS VALUATORS

Accounting Standards Board (AcSB)Accounting Standards Board (AcSB)

Canadian Emerging Issues Committee (EIC)Canadian Emerging Issues Committee (EIC)

U.S. Securities and Exchange Commission (SEC)U.S. Securities and Exchange Commission (SEC)

Financial Reporting Releases (Financial Reporting Releases (FRRsFRRs))

U.S. Financial Accounting Standards Board (FASB)U.S. Financial Accounting Standards Board (FASB)
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““FAIR VALUEFAIR VALUE”” MEASUREMENT AND DISCLOSURE MEASUREMENT AND DISCLOSURE 
UNDER GAAP/GAASUNDER GAAP/GAAS

SFAS 157SFAS 157Awaiting Awaiting 
IFRSIFRS

Fair Value Measurements under Fair Value Measurements under 
GAAPGAAP

CICA 1625CICA 1625

CICA 3062CICA 3062

CICA 1581CICA 1581

CANADACANADA U.S.A.U.S.A.

SOP 90SOP 90--77Reorganizations under Reorganizations under 
bankruptcy laws:  bankruptcy laws:  ““fresh startfresh start””
accountingaccounting

SFAS 142SFAS 142Annual Impairment Test Annual Impairment Test ——
goodwill and other intangiblesgoodwill and other intangibles

SFAS 141SFAS 141Allocation of Purchase Price in Allocation of Purchase Price in 
Business CombinationsBusiness Combinations
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““FAIR VALUEFAIR VALUE”” MEASUREMENT AND DISCLOSURE MEASUREMENT AND DISCLOSURE 
UNDER GAAP/GAASUNDER GAAP/GAAS

(CONT(CONT’’D)D)

SAS 73,SAS 73,
AU 336AU 336

CICA 5049CICA 5049Using Work of a SpecialistUsing Work of a Specialist

SAS 101,SAS 101,
AU 328AU 328

CICA 5306CICA 5306Auditing Fair Value Auditing Fair Value 
MeasurementsMeasurements

CICA 5025CICA 5025

CICA 3063CICA 3063

CANADACANADA

Performance in Assurance Performance in Assurance 
EngagementsEngagements

U.S.A.U.S.A.

SFAS 144,SFAS 144,
CON 7CON 7

Impairment or disposal of longImpairment or disposal of long--
lived assets; Using Cash Flow lived assets; Using Cash Flow 
Information and Present Value Information and Present Value 
in Accounting Measurementsin Accounting Measurements
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VALUATION BASIS FOR INTANGIBLESVALUATION BASIS FOR INTANGIBLES

U.S.A.U.S.A.CANADACANADA

SFAS 142SFAS 142““Fair valueFair value””

SFAS SFAS 
141.37(e)141.37(e)

““Estimated fair valuesEstimated fair values””

CICA CICA 
1581.43(e)1581.43(e)

““Estimated or appraised Estimated or appraised 
valuesvalues””

GAAPGAAP

Canada Canada –– CICA CICA HandbookHandbook

U.S.A.U.S.A. –– Statement of Financial Accounting StandardsStatement of Financial Accounting Standards
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FINANCIAL REPORTINGFINANCIAL REPORTING

Canadian Accounting Standards Canadian Accounting Standards 
Board adopt International Board adopt International 
Financial Reporting Standards Financial Reporting Standards 
((““IFRSIFRS””) by 2011) by 2011

No longer harmonizing Canadian No longer harmonizing Canadian 
GAAP with U.S. GAAPGAAP with U.S. GAAP
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INTERNATIONAL FINANCIALINTERNATIONAL FINANCIAL
REPORTING STANDARDSREPORTING STANDARDS

Conceptual framework substantially same as for Conceptual framework substantially same as for 
Canadian standards (GAAP)Canadian standards (GAAP)

Cover many of same topicsCover many of same topics

Reach same conclusions on many issuesReach same conclusions on many issues

Structured same way as CICA Structured same way as CICA HandbookHandbook
(Accounting)(Accounting)

GAAP principles highlighted in similar languageGAAP principles highlighted in similar language

Of similar style, length and detail as CICA Of similar style, length and detail as CICA 
HandbookHandbook
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INTERNATIONAL FINANCIAL REPORTING INTERNATIONAL FINANCIAL REPORTING 
STANDARDS (IFRS)STANDARDS (IFRS)

(iasb.org)(iasb.org)

Convergence of GAAPConvergence of GAAP
Requires assets, liabilities and Requires assets, liabilities and 
equity instruments to be measured equity instruments to be measured 
at fair valueat fair value
Canadian subs:  IFRS Standard 1, Canadian subs:  IFRS Standard 1, 
““FirstFirst--time Adoption of International time Adoption of International 
Financial Reporting StandardsFinancial Reporting Standards””
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INTERNATIONAL FINANCIALINTERNATIONAL FINANCIAL
REPORTING STANDARDSREPORTING STANDARDS

Entire series of pronouncements issued by Entire series of pronouncements issued by 
IASB, comprising IASB, comprising IFRSIFRS 1 to 8 and 1 to 8 and IASIAS
(Revised) 1 to 41:(Revised) 1 to 41:

1.1. Standards and interpretations approved by Standards and interpretations approved by 
IASBIASB

2.2. International Accounting Standards (IAS) International Accounting Standards (IAS) 
issued by IASC between 1973 to 2001, still in issued by IASC between 1973 to 2001, still in 
effect unless replaced by IFRSeffect unless replaced by IFRS
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FAIR VALUE AND FINANCIAL REPORTING FAIR VALUE AND FINANCIAL REPORTING 
UNDER GAAPUNDER GAAP

Financial statements continue to receive careful Financial statements continue to receive careful 
scrutiny by investors and AMF/OSCscrutiny by investors and AMF/OSC

Auditing firms scrutinizing work of outside Auditing firms scrutinizing work of outside 
expertsexperts

Valuation experts must also understand Valuation experts must also understand 
technical aspects and valuation issues from technical aspects and valuation issues from 
auditorauditor’’ss perspectiveperspective

Section 3.1, Section 3.1, National Instrument 52National Instrument 52--107107, , 
requires financial statements be prepared requires financial statements be prepared 
pursuant to Canadian GAAPpursuant to Canadian GAAP
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IFRSIFRS
OBJECTIVES FOR OBJECTIVES FOR ““FAIR VALUEFAIR VALUE””

a.a. Establish simple source of guidance for Establish simple source of guidance for 
all Fair Value measurements required by all Fair Value measurements required by 
IFRSIFRS

b.b. Clarify definition of Fair Value and Clarify definition of Fair Value and 
relevant guidancerelevant guidance

c.c. Enhance disclosures regarding Fair ValueEnhance disclosures regarding Fair Value
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AcSB INTERNATIONAL ACTIVITIESAcSB INTERNATIONAL ACTIVITIES

Strategy to adopt International Financial Strategy to adopt International Financial 
Reporting Standards (IFRS) for public Reporting Standards (IFRS) for public 
companiescompanies

Details found in AcSBDetails found in AcSB’’s Strategic Plan, s Strategic Plan, 
““Accounting Standards in Canada:  New Accounting Standards in Canada:  New 
DirectionsDirections”” (acsbcanada.org)(acsbcanada.org)
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IASBIASB
(iasb.org)(iasb.org)

Developed by International Accounting Developed by International Accounting 
Standards Board (IASB), LondonStandards Board (IASB), London

Include former International Accounting Include former International Accounting 
StandardsStandards

Require assets, liabilities and equity Require assets, liabilities and equity 
instruments to be measured at instruments to be measured at ““Fair ValueFair Value””

For Canadian subsidiaries:  IFRS Standard 1, For Canadian subsidiaries:  IFRS Standard 1, 
““FirstFirst--time Adoption of International Financial time Adoption of International Financial 
Reporting StandardsReporting Standards””
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NEW DEVELOPMENTS AFFECTING VALUATIONNEW DEVELOPMENTS AFFECTING VALUATION
ACCOUNTING STANDARDSACCOUNTING STANDARDS

SFAS 159 SFAS 159 Fair Value Option for Fair Value Option for 
Financial Assets and Financial Financial Assets and Financial 
LiabilitiesLiabilities (Feb. 2007)(Feb. 2007)

FASBFASB

SFAS 157 SFAS 157 Fair Value MeasurementFair Value Measurement
(Sept. 2006)(Sept. 2006)

FASBFASB

Implementation Plan for Implementation Plan for 
Incorporating IFRS into Canadian Incorporating IFRS into Canadian 
GAAP  GAAP  (June 2006)(June 2006)

AcSBAcSB
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U.S. FINANCIAL ACCOUNTING STANDARDS BOARDU.S. FINANCIAL ACCOUNTING STANDARDS BOARD

Establishes single authoritative Establishes single authoritative 
definition of Fair Valuedefinition of Fair Value

Sets out framework for measuring Sets out framework for measuring 
Fair Value of assets and liabilitiesFair Value of assets and liabilities

Requires expanded disclosures Requires expanded disclosures 
regarding Fair Value Measurementregarding Fair Value Measurement

STATEMENT ON ACCOUNTING STANDARDS NO. 157STATEMENT ON ACCOUNTING STANDARDS NO. 157
FAIR VALUE MEASUREMENTS UNDER GAAPFAIR VALUE MEASUREMENTS UNDER GAAP
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SFAS 157 SFAS 157 —— FAIR VALUEFAIR VALUE

1.1. Hypothetical exchange price to be based on amount Hypothetical exchange price to be based on amount 
reporting entity would receive for selling asset or reporting entity would receive for selling asset or 
amount it would incur from transferring a liability.amount it would incur from transferring a liability.

FVM in GAAP should therefore be based on exit (selling) FVM in GAAP should therefore be based on exit (selling) 
prices as opposed to entry (purchase) prices on prices as opposed to entry (purchase) prices on 
measurement date.measurement date.

Multiple markets can exist for certain assets and liabilities, Multiple markets can exist for certain assets and liabilities, 
e.g., piece of equipment (acquired in retail market but e.g., piece of equipment (acquired in retail market but 
must sell in wholesale market).must sell in wholesale market).

FV is FV is marketmarket--basedbased and not and not entityentity--specificspecific measurement.measurement.

2.2. For FVM, blockage discount not allowed for large For FVM, blockage discount not allowed for large 
holdings of a security.holdings of a security.
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““FAIR VALUEFAIR VALUE””
MEASUREMENT CRITERIAMEASUREMENT CRITERIA

CICA and FASB set following hierarchy for CICA and FASB set following hierarchy for 
Fair Value Measurement:Fair Value Measurement:

1.1. Quoted market prices in an active marketQuoted market prices in an active market

2.2. Recent transactions for similar assetsRecent transactions for similar assets

3.3. Other valuation techniquesOther valuation techniques

(CICA Handbook 1581 and SFAS 157.)(CICA Handbook 1581 and SFAS 157.)
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IFRSIFRS
(CONT(CONT’’D)D)

AcSBAcSB’’s objectives:s objectives:

a)a) Establishing simple source of guidance Establishing simple source of guidance 
for all Fair Value measurements for all Fair Value measurements 
required by IFRSrequired by IFRS

b)b) Clarify definition of fair value and Clarify definition of fair value and 
relevant guidancerelevant guidance

c)c) Enhance disclosures regarding fair Enhance disclosures regarding fair 
valuevalue
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RECENT DEVELOPMENTSRECENT DEVELOPMENTS
INVITATIONS TO COMMENTINVITATIONS TO COMMENT

VALUATION STANDARDSVALUATION STANDARDS

20072007IVS (8IVS (8thth Edition)Edition)

July 2007July 2007IRS (Guidelines)IRS (Guidelines)
June 2007June 2007

AICPA (Statements on StandardsAICPA (Statements on Standards
SSVSSSVS--1)1)

June 2007June 2007CICBV (Amendments)CICBV (Amendments)

20062006USPAP (Amendments)USPAP (Amendments)
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RECENT DEVELOPMENTS AFFECTING VALUATIONRECENT DEVELOPMENTS AFFECTING VALUATION
ACCOUNTING STANDARDSACCOUNTING STANDARDS

ASA ASA —— Comments submittedComments submitted
Apr. 13, 2007 (Apr. 13, 2007 (fasb.orgfasb.org))

CICBV CICBV —— Comments submittedComments submitted
Mar. 15, 2007 (Mar. 15, 2007 (fasb.orgfasb.org))

IVSC submitted commentsIVSC submitted comments
May 1, 2007 (iasb.org)May 1, 2007 (iasb.org)

Discussion Paper:  Discussion Paper:  Valuation Guidance for Valuation Guidance for 
Financial Reporting Financial Reporting (Jan. 2007)(Jan. 2007)

FASBFASB

Discussion Paper:  Discussion Paper:  Fair Value MeasurementsFair Value Measurements
(Nov. 2006)(Nov. 2006)

IASB IASB 
(IFRS)(IFRS)
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Imminent Issuance of SFAS 141R, Imminent Issuance of SFAS 141R, Business Business 
CombinationsCombinations

FASBFASB

Comments due by Oct. 31, 2007 (ivsc.org)Comments due by Oct. 31, 2007 (ivsc.org)

Imminent Issuance of revised IFRS 3, Imminent Issuance of revised IFRS 3, Business Business 
CombinationsCombinations

IASBIASB

Discussion Paper:  Discussion Paper:  Determination of Fair Value Determination of Fair Value 
of Intangible Assets for IFRS Reporting of Intangible Assets for IFRS Reporting 
Purposes Purposes (July 2007)(July 2007)

IVSCIVSC

(CICA is following developments re SFAS 141R and IFRS 3)(CICA is following developments re SFAS 141R and IFRS 3)

RECENT DEVELOPMENTS AFFECTING VALUATIONRECENT DEVELOPMENTS AFFECTING VALUATION
ACCOUNTING STANDARDSACCOUNTING STANDARDS

(CONT(CONT’’D)D)
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IVSC DISCUSSION PAPER RE FAIR VAUE OF IVSC DISCUSSION PAPER RE FAIR VAUE OF 
INTANGIBLES FOR IFRS REPORTINGINTANGIBLES FOR IFRS REPORTING
TOPICS ADDRESSED INCLUDE:TOPICS ADDRESSED INCLUDE:

Issues on which comments are soughtIssues on which comments are sought
General approach adopted in Discussion PaperGeneral approach adopted in Discussion Paper
Technical valuation issuesTechnical valuation issues
Intangible asset valuation methodsIntangible asset valuation methods
Determination & benchmarking of valuation Determination & benchmarking of valuation 
inputsinputs
Comparison of different approaches & Comparison of different approaches & 
proposed hierarchy for selection of valuation proposed hierarchy for selection of valuation 
methodsmethods
Valuation processValuation process
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PROPOSED SFAS 141RPROPOSED SFAS 141R

Acquiror must:Acquiror must:

1.1. Expense, rather than capitalize, acquisitionExpense, rather than capitalize, acquisition--
related expenses.related expenses.

2.2. Measure and recognize contingent Measure and recognize contingent 
consideration at Fair Value in purchase consideration at Fair Value in purchase 
price.price.

3.3. Value total consideration paid as of Value total consideration paid as of closing closing 
datedate rather than rather than acquisition dateacquisition date..
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WATCH FOR RESULTS OFWATCH FOR RESULTS OF

Exposure Draft on SFAS 141R:  Exposure Draft on SFAS 141R:  
Business CombinationsBusiness Combinations

June/05June/05FASBFASB

Discussion Paper:  Discussion Paper:  
Determination of Fair Value of Determination of Fair Value of 
Intangible Assets for IFRS Intangible Assets for IFRS 
Reporting PurposesReporting Purposes

Discussion Paper :  Discussion Paper :  Fair Market Fair Market 
ValueValue

July/07July/07IVSCIVSC

Nov./06Nov./06IASBIASB
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NACVANACVA’’S 14S 14THTH ANNUAL CONFERENCEANNUAL CONFERENCE
WASHINGTON, JUNE 2007WASHINGTON, JUNE 2007

Fair Value for Financial ReportingFair Value for Financial Reporting
—— SFAS 157 and SFAS 141RSFAS 157 and SFAS 141R
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ASA ADVANCED BV CONFERENCEASA ADVANCED BV CONFERENCE
SAN DIEGO, OCTOBER 2007SAN DIEGO, OCTOBER 2007

1.1. Business Values and Financial ReportingBusiness Values and Financial Reporting

Review of recent activities of the FASB, SEC, Review of recent activities of the FASB, SEC, 
IASC, TAF, IVSC, ASA and AICPAIASC, TAF, IVSC, ASA and AICPA

2.2. FASB Current Thoughts on Fair ValueFASB Current Thoughts on Fair Value

3.3. State of Business ValuationState of Business Valuation

Status of Status of ASAASA’’ss position in North America and position in North America and 
the Worldthe World

Impact of fair value accounting for the BV Impact of fair value accounting for the BV 
professionprofession
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ASA ADVANCED BV CONFERENCEASA ADVANCED BV CONFERENCE
SAN DIEGO, OCTOBER 2007SAN DIEGO, OCTOBER 2007

(CONT(CONT’’D)D)

4.4. Business Combinations Under SFAS 141RBusiness Combinations Under SFAS 141R
Status of SFAS 141R draft and IFRS 3 Status of SFAS 141R draft and IFRS 3 
(Business Combinations)(Business Combinations)

5.5. SFAS 157 (Fair Value), SFAS 159 (Fair SFAS 157 (Fair Value), SFAS 159 (Fair 
Value Option) and Beyond:  Fair Value, Fair Value Option) and Beyond:  Fair Value, Fair 
Value Option and Fair Value in Financial Value Option and Fair Value in Financial 
AccountingAccounting

Potential impact of Potential impact of ““Fair Value (movement) on Fair Value (movement) on 
valuation professionals ... valuation professionals ... ““
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AICPA NATIONAL BV CONFERENCEAICPA NATIONAL BV CONFERENCE
NEW ORLEANS, DECEMBER 2007NEW ORLEANS, DECEMBER 2007

1.1. Fair Value GAAP, GAAS OverviewFair Value GAAP, GAAS Overview
SFAS 157, SFAS 141RSFAS 157, SFAS 141R

2.2. Fair Value Panel DiscussionFair Value Panel Discussion
Intangible assets, goodwill impairment, Intangible assets, goodwill impairment, 
recent developments of FASB on fair value recent developments of FASB on fair value 
measurement issuesmeasurement issues

3.3. Hot Topics in Fair Value Hot Topics in Fair Value —— SFAS 157SFAS 157
SFAS 157, SFAS 141R and SFAS 159.SFAS 157, SFAS 141R and SFAS 159.
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AUDIT OF FVM&DAUDIT OF FVM&D
CICA 5306 AND SAS NO. 101CICA 5306 AND SAS NO. 101

ManagementManagement responsible for making FVM&D responsible for making FVM&D 
included in financial statements.  As part of included in financial statements.  As part of 
fulfilling responsibility, fulfilling responsibility, managementmanagement must must 
establish accounting and financial reporting establish accounting and financial reporting 
process for determining FVM&D, select process for determining FVM&D, select 
appropriate valuation methods, identify and appropriate valuation methods, identify and 
support significant assumptions used, prepare support significant assumptions used, prepare 
valuation, and insure that presentation and valuation, and insure that presentation and 
disclosure of FV measurements are in accordance disclosure of FV measurements are in accordance 
with GAAP. with GAAP. 
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FV AUDIT REQUIREMENTS FV AUDIT REQUIREMENTS –– GENERALGENERAL

CICA CICA Handbook Handbook Section 5306, Section 5306, ““Auditing Fair Auditing Fair 
Value Measurements and DisclosuresValue Measurements and Disclosures””, includes , includes 
standards and provides guidance on auditing standards and provides guidance on auditing 
FVM&D for financial statement purposes (SAS FVM&D for financial statement purposes (SAS 
No. 101 of AICPA in U.S.).No. 101 of AICPA in U.S.).

Auditing standards in CICA Auditing standards in CICA Handbook Handbook Section Section 
5049 and SAS No. 73 and AU5049 and SAS No. 73 and AU 336 in the U.S. 336 in the U.S. 
address use of specialists (including business address use of specialists (including business 
valuators) in audit assurance engagements.valuators) in audit assurance engagements.
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AUDITING FV MEASUREMENTS AND DISCLOSURESAUDITING FV MEASUREMENTS AND DISCLOSURES
(CICA (CICA HANDBOOK HANDBOOK SECTION 5306)SECTION 5306)

Guidance on understanding managementGuidance on understanding management’’s s processprocess
for developing FV estimatesfor developing FV estimates

Guidance in evaluating whether FV measurements Guidance in evaluating whether FV measurements 
conform to GAAPconform to GAAP

Requirements for auditor to assess:Requirements for auditor to assess:
reasonableness of significant assumptionsreasonableness of significant assumptions
appropriateness of valuation modelappropriateness of valuation model
relevance of underlying data,relevance of underlying data,

Do Do notnot provide guidance for auditing special assets provide guidance for auditing special assets 
or types of FV estimatesor types of FV estimates

(Related pronouncements:  CICA (Related pronouncements:  CICA HandbookHandbook Section 5049 and Section 5049 and SAS No. 73.SAS No. 73.))
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FV AUDIT GUIDANCEFV AUDIT GUIDANCE
(CONT(CONT’’D)D)

Evaluate whether entityEvaluate whether entity’’s method for measuring s method for measuring 
fair values is applied consistently.fair values is applied consistently.

Determine need to use work and findings of Determine need to use work and findings of 
valuation (or other) specialist. Auditor will valuation (or other) specialist. Auditor will 
consider CICA 5049, Use of Specialists in consider CICA 5049, Use of Specialists in 
Assurance Engagements. Assurance Engagements. 

Test entityTest entity’’s FVM&D by including managements FVM&D by including management’’s s 
significant assumptions, valuation model and significant assumptions, valuation model and 
underlying data, developing independent FV underlying data, developing independent FV 
estimates or estimates or considering subsequent eventsconsidering subsequent events..
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FV AUDIT GUIDANCEFV AUDIT GUIDANCE
(CONT(CONT’’D)D)

Determine if significant assumptions used by Determine if significant assumptions used by 
management in measuring FVs, taken management in measuring FVs, taken 
individually and as a whole, provide individually and as a whole, provide 
reasonable basis for FVM&D.reasonable basis for FVM&D.

Test data used to develop FVM&D and Test data used to develop FVM&D and 
evaluate whether Fair Values have been evaluate whether Fair Values have been 
properly determined from such data and from properly determined from such data and from 
managementmanagement’’s assumptions.s assumptions.
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AUDIT PROCEDURES APPLIED UNDER GAASAUDIT PROCEDURES APPLIED UNDER GAAS
(RE CICA 1581, 1625 AND 3062)(RE CICA 1581, 1625 AND 3062)

Obtain evidence, usually through enquiries as to Obtain evidence, usually through enquiries as to 
both managementboth management’’s intent and ability to carry s intent and ability to carry 
out specific courses of action relative to out specific courses of action relative to 
significant assumptions, when intent is relevant significant assumptions, when intent is relevant 
to FVM&D under GAAP.to FVM&D under GAAP.
Consider discussing with management its Consider discussing with management its 
reasons for selection of valuation method reasons for selection of valuation method 
adopted, and whether such method appropriate adopted, and whether such method appropriate 
under GAAP when alternative methods for under GAAP when alternative methods for 
measuring fair value are available, or when measuring fair value are available, or when 
valuation method not prescribed.valuation method not prescribed.
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AUDIT PROCEDURES APPLIED UNDER GAASAUDIT PROCEDURES APPLIED UNDER GAAS
(RE CICA 1581, 1625 AND 3062)(RE CICA 1581, 1625 AND 3062)

Evaluate whether entityEvaluate whether entity’’s method for s method for 
measuring fair values is applied in measuring fair values is applied in 
consistent manner.consistent manner.

Determine need to use work and findings Determine need to use work and findings 
of a specialist, e.g., a business valuator.of a specialist, e.g., a business valuator.
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AUDIT PROCEDURES APPLIED UNDER GAASAUDIT PROCEDURES APPLIED UNDER GAAS
(RE CICA 1581, 1625 AND 3062)(RE CICA 1581, 1625 AND 3062)

Consider extent to which management had Consider extent to which management had 
retained valuation specialists or others in retained valuation specialists or others in 
determining FVM&D.determining FVM&D.

Evaluate whether FVM&D in financial Evaluate whether FVM&D in financial 
statements are in accordance with GAAP.statements are in accordance with GAAP.

Consider Consider significant management significant management 
assumptions assumptions used in determining fair value.used in determining fair value.
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IN EVALUATING COMPETENCE OFIN EVALUATING COMPETENCE OF
CLIENTCLIENT’’S VALUATOR, AUDITOR WILL CONSIDER:S VALUATOR, AUDITOR WILL CONSIDER:

Education, professional certification, license, or other Education, professional certification, license, or other 
recognition of competence of valuatorrecognition of competence of valuator

Reputation and standing of valuator in eyes of his/her Reputation and standing of valuator in eyes of his/her 
peers and others familiar with valuatorpeers and others familiar with valuator’’s capability or s capability or 
performanceperformance

ValuatorValuator’’s knowledge and understanding of accounting s knowledge and understanding of accounting 
concepts or requirements applicable to subject matter concepts or requirements applicable to subject matter 
of valuatorof valuator’’s engagement and, where applicable, s engagement and, where applicable, 
relevant laws and regulationsrelevant laws and regulations

ValuatorValuator’’s experience in type of assignments experience in type of assignment

ValuatorValuator’’s level of experience in and knowledge of s level of experience in and knowledge of 
entityentity’’s industrys industry
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AUDITOR’S ASSESSMENT OF RELIABILITY OF 
CLIENT’S VALUATION (FVM) SPECIALIST’S OPINION

Consideration by auditor of:Consideration by auditor of:
Objectives and scope of valuatorObjectives and scope of valuator’’s work s work 
ValuatorValuator’’s relationship to client s relationship to client 
ValuatorValuator’’s methods and assumptions used, including s methods and assumptions used, including 
consistency with those used in preceding period and consistency with those used in preceding period and 
those used by similar valuator, if known those used by similar valuator, if known 
ValuatorValuator’’s compliance with auditor's requirements s compliance with auditor's requirements 
Appropriateness of using valuatorAppropriateness of using valuator’’s work for intended s work for intended 
purpose purpose 
Form and content of valuatorForm and content of valuator’’s findingss findings

SOURCE:  AICPA Practice Alert No. 2002SOURCE:  AICPA Practice Alert No. 2002--02 (02 (““Use of SpecialistsUse of Specialists””), relating to SAS No. 73.), relating to SAS No. 73.
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AUDITING MANAGEMENTAUDITING MANAGEMENT’’S S 
SIGNIFICANT ASSUMPTIONSSIGNIFICANT ASSUMPTIONS

Assumptions go to heart of projections.Assumptions go to heart of projections.

Evaluate whether Evaluate whether ““significant assumptionssignificant assumptions”” used by used by 
management to estimate Fair Value, taken individually management to estimate Fair Value, taken individually 
and as a whole, provide reasonable basis for inclusion and as a whole, provide reasonable basis for inclusion 
of the Fair Values in entityof the Fair Values in entity’’s financial statements.s financial statements.

GAAS require auditor to evaluate whether GAAS require auditor to evaluate whether 
managementmanagement’’s assumptions were reasonable and s assumptions were reasonable and 
reflect, or are not inconsistent with, market reflect, or are not inconsistent with, market 
information (such as that used by market information (such as that used by market 
participants).participants).
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VALUATION GUIDANCEVALUATION GUIDANCE
U.S.  CASE LAWU.S.  CASE LAW

““Considerable argument was devoted to a number Considerable argument was devoted to a number 
of United States Tax Court decisions.  That court of United States Tax Court decisions.  That court 
has had to deal with very similar arrangements.  ... has had to deal with very similar arrangements.  ... 
one must treat foreign authorities with caution, one must treat foreign authorities with caution, 
but they are entitled to respect and they can be but they are entitled to respect and they can be 
instructive where they deal with essentially the instructive where they deal with essentially the 
same problem.same problem.””

Hon. D.G.H. Bowman ACJHon. D.G.H. Bowman ACJ
KlotzKlotz v. v. The Queen, The Queen, 2004 TCC 1472004 TCC 147
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VALUATION GUIDANCEVALUATION GUIDANCE
U.S.  CASE LAWU.S.  CASE LAW

““The United States authorities ... , while not The United States authorities ... , while not 
binding, are entitled to respect and are illustrative binding, are entitled to respect and are illustrative 
of the way in which U.S. courts, operating under a of the way in which U.S. courts, operating under a 
different statutory regime, have sought to cope different statutory regime, have sought to cope 
with the valuation of unique and in some cases with the valuation of unique and in some cases 
unmarketable properties.  One must, however, unmarketable properties.  One must, however, 
treat foreign authorities with caution.treat foreign authorities with caution.””

Hon. D.G.H. Bowman JTCCHon. D.G.H. Bowman JTCC
AikmanAikman v. v. The QueenThe Queen
[2000] 2 CTC 2211; aff[2000] 2 CTC 2211; aff’’d [2002] DTC 6874d [2002] DTC 6874
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VALUATION GUIDANCEVALUATION GUIDANCE
U.S.  CASE LAWU.S.  CASE LAW

““The determination of fair market value in the The determination of fair market value in the 
United States may be subject to a different United States may be subject to a different 
definition than is applicable in Canada.  However, definition than is applicable in Canada.  However, 
in referring to in referring to Hunter Hunter [*][*] and and Chiu Chiu [**], I am [**], I am 
pointing out the reasoning of other Courts in respect pointing out the reasoning of other Courts in respect 
of facts that are very similar to the facts in these of facts that are very similar to the facts in these 
appeals.appeals. ””

Rothstein JARothstein JA
AG of CanadaAG of Canada v. v. Nash et alNash et al
005 FCA 386 (PARA. 31)005 FCA 386 (PARA. 31)

*   *   HunterHunter v. v. CIRCIR, 51 T.C.M. (CCH) 1533, 51 T.C.M. (CCH) 1533 **   **   ChiuChiu v. v. CIRCIR, 84 T.C 72 (1985), 84 T.C 72 (1985)
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U.S. TAX COURTU.S. TAX COURT
HERBERT V. KOHLER, JR. HERBERT V. KOHLER, JR. v. v. COMMISSIONERCOMMISSIONER

(T.C. MEMO 2006(T.C. MEMO 2006--152)152)

““1.1. Dr. HakalaDr. Hakala’’s Background and Certificationss Background and Certifications

““Although Dr. Hakala has a doctorate from University Although Dr. Hakala has a doctorate from University 
of Minnesota and is a chartered financial analyst, he of Minnesota and is a chartered financial analyst, he 
is not a member of is not a member of [ASA] [ASA] ... .  Dr. Hakala... .  Dr. Hakala’’s report also s report also 
was not submitted in accordance with was not submitted in accordance with [[USPAPUSPAP]].  .  [He] [He] 
did not provide the customary USPAP certification, did not provide the customary USPAP certification, 
which assures readers that the appraiser has no bias which assures readers that the appraiser has no bias 
regarding the parties, no other persons besides those regarding the parties, no other persons besides those 
listed provided professional assistance, and that the listed provided professional assistance, and that the 
conclusions in the report were developed in conclusions in the report were developed in 
conformity with USPAP.conformity with USPAP.””
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U.S. TAX COURTU.S. TAX COURT
HERBERT V. KOHLER, JR. HERBERT V. KOHLER, JR. v. v. COMMISSIONERCOMMISSIONER

(T.C. MEMO 2006(T.C. MEMO 2006--152)152)

““3.3. AnalysisAnalysis

““We have several significant concerns about the We have several significant concerns about the 
reliability of Dr. Hakalareliability of Dr. Hakala’’s report ... s report ... [leading] [leading] us to us to 
place no weight on Dr. Hakalaplace no weight on Dr. Hakala’’s report as s report as 
evidence of value of Kohler stock estate held.  We evidence of value of Kohler stock estate held.  We 
have previously discussed the lack of customary have previously discussed the lack of customary 
certification of Dr. Hakalacertification of Dr. Hakala’’s report and that s report and that his his 
report was not prepared in accordance with all report was not prepared in accordance with all 
USPAP standardsUSPAP standards..”” ((Emphasis added.Emphasis added.))
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MORLEYMORLEY v. v. THE QUEENTHE QUEEN
2004 DTC 2604 (TCC)2004 DTC 2604 (TCC)

Additional Reasons at 2004 DTC 3567 (TCC)Additional Reasons at 2004 DTC 3567 (TCC)

[108] ... Counsel for respondent objected to the [108] ... Counsel for respondent objected to the 
filing of this report because, in their view, Mr. filing of this report because, in their view, Mr. 
Pritchard should not be considered as an expert Pritchard should not be considered as an expert 
witness. Their main reason for so contending was witness. Their main reason for so contending was 
that Mr. Pritchard was neither a chartered that Mr. Pritchard was neither a chartered 
business valuator, nor a chartered financial business valuator, nor a chartered financial 
analyst nor a chartered accountant.   ... analyst nor a chartered accountant.   ... 

[109] ... I conclude that he should not be [109] ... I conclude that he should not be 
recognized as such, mainly because of his lack of recognized as such, mainly because of his lack of 
certification in the field in question. ... certification in the field in question. ... 


