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be shared along with the article, by the writer.

e The article published in ‘Valuer's Bulletin® will be a copyright of the author and the
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VALUATION SUMMIT g

PP:

8-9

he Assessors and Registered

Valuers Foundation (AaRVF) and

the International Valuation
Standards Council (IVSC) are two
influential organizations at the
forefront of promoting excellence,
consistency, and fransparency in
valuation practices worldwide. IVSC's
relentless commitment to advancing
global valuation standards has had a
significant impact on the valuafion
profession and its role in driving
economic growth and sustainable
development.

The V20 Valuation Summit and
Conference, now scheduled for
October 27th, 28th, and 29th, 2023, is
poised fo become a landmark event
that convenes valuation
professionals, policymakers, industry
leaders, and experts from around the
globe. With a paramount focus on the
theme "Empowering Global Valuation
Practises for a Sustainable Future," the
V20 group promises to serve as a
catalyst for transformative discussions,
profound knowledge sharing, and
fruitful collaboration.

The V20 Valuation Summit brings
fogether leaders from the valuation

community to brainstorm, address
critical global issues, and generate
recommendations for the G20 groups
fo consider at the global level. This
collaborative effort between the V20
and the G20 groups will strengthen the
impact and influence of the valuation
community in shaping economic
policies, fostering market stability, and
promoting sustainable development
onaglobalscale.

During the summit, the V20 group will
delve into various topics of utmost
importance, including data
fransparency, valuation standards,
capacity building, and the pivotalrole
of valuation in achieving sustainable
development goals. Through
collaborative sessions and knowledge
sharing, the V20 group will have the
opportunity to explore challenges,
exchange valuable experiences, and
confribute to the advancement of
valuation practices on a globalscale.

The V20 Conference is an integral part
of the V20 Valuation Summit. It is
designed to provide participants with
a comprehensive understanding of
the evolving landscape and equip
them with the knowledge and tools
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necessary fo navigatfte the

complexities of the valuationindustry.
Renowned experts from various

countries will take the stage to deliver
impactful keynote addresses,
engaging panel discussions, and
inferactive sessions. These discussions
delve into a wide range of subjects,
including emerging valuation
practices, disruptive technologies,
regulatory advancements, and
global market trends. Through these
engaging conversations, participants
gain profound insights into the
dynamic nature of valuation and the
factors that shape its future.

The conference also highlights
research presentations, showcasing
cutting-edge studies and scholarly
work in the field of valuation.
Researchers and academics present
their findings, insights, and
methodologies, providing attendees
with a deeper understanding of the
latest advancements and trends in
valuation research. These
presentations stimulate intellectual
curiosity and promote the application
of evidence-based approaches to
valuation practises.



VOLUME - 2 /ISSUENO. -2 | APR-MAY, 2023 | CEO’S VIEW

We extend a cordial invitation to valuers, registered valuers,
stakeholders, financial institutions, government officials,
academics, students, and professionals from myriad
backgrounds to actively participate in the V20 Valuation
Summit and Conference. Join us alongside professionals with
esteemed designations such as RICS (Royal Institution of
Chartered Surveyors), ASA (American Society of Appraisers),
IVSC (International Valuation Standards Council), Al (Appraisal
Institute), TEGoVA (The European Group of Valuers'
Associations), and other globally recognised valuation and
insolvency designations.

Mark your calendars for October 27th, 28th, and 29th, 2023, as
these dates mark a pivotal moment in the global valuation
community. Join us at the V20 Valuation Summit and
Conference, where ideas collide, innovation thrives, and
lasting connections are forged. Together, we will empower
global valuation practices, shape the industry framework, and
leave a lasting impact on the valuation profession. Don't miss
this extraordinary opportunity to be part of the fransformation.
Register now and secure your place in shaping the future of
valuation.

Together, let us empower global valuation practices for a
sustainable future.

For more information visit www.valuation20.org
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AO'S
VIEW

eing in an RVO, we come up

with various discussions

revolving around valuation
and valuers in India. Inspired by the
same, today, | would like to share my
view on measures fo improve
valuation under the Insolvency &
Bankruptcy CodeinIndia.

One aspect of measures to improve
valuation under IBC is the infroduction
of a standardized approach to
valuation through the IBBI (Insolvency
and Bankruptcy Board of India)
registered valuers. This ensures that the
valuers follow a uniform approach
and adds fransparency to the
valuation process. Another aspect is
the requirement for mandatory
disclosure of financial details and
information to potential buyers, which
helps in achieving a more accurate
and fair resolution
proposal/liquidation bid for distressed
assefs. These measures aim toimprove
the efficiency and effectiveness of the

insolvency resolution process.

To improve recovery under the
Insolvency & Bankruptcy Code,
measures such as introducing a
structured bidding process, strict

PP:10-11

guidelines for valuers, and a
tfransparent and independent
valuation mechanism can be
implemented. The transparency in the
process can be improved by
publishing the valuation reports on the
official website of the Insolvency &
Bankruptcy Board of India, after the
mandatory period of confidentiality.
Additionally, there can be a provision
for periodic review of the valuations
and the valuers' performance (This is
already provided for, by a review
mechanism). This would lead to a fair
and accurate valuation of the
distressed assets and boost investor

confidencein the resolution process.
A sfructured bidding process in

resolution involves soliciting bids from
multiple parties interested in acquiring
a company or asset. This process
typically begins with a confidential
information memorandum that
provides potential buyers with
relevant information about the target
company, including financial
statements, operational metrics, and
market positioning. Bids are then
submitted by interested parties and
evaluated according to a set of
predeftermined criteria, such as price,
terms, and fit with the seller's strategic
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goals. The process typically
culminates in negotiations with the
top bidders, and the final selection
typically being made by the seller.

A transparent and independent
valuation mechanism refers to a
system or process that objectively
assesses the value or worth of a
particular asset, security, or
investment. The mechanism operates
without biases or undue influence
from stakeholders or parties with
vested interests in a particular
outcome. Transparency ensures that
the valuation process is open and
accessible to all stakeholders, while
independence guarantees that the
valuation is free from conflicts of
interest or perceived coercion. Such a
mechanism is crucial to promoting fair
and accurate pricing, reducing risks,
and ensuring investor confidence.

Furthermore, the present bidding
process for valuation assignments
raises concerns regarding the
selection of valuers for the job. The
selection method lacks clarity in
determining the capabilities of the
valuer and is heavily skewed towards
the lowest bid. There should be



VOLUME -2 /ISSUENO. -2 | APR-MAY, 2023 | CEO’S VIEW

weightage given to factors such as the valuer's credentials, i —
academic knowledge, and number of prior valuations 'PSPR, Public Relations Day event on21st:..

conducted. These factors should be considered alongside the
cost when selecting a valuer. This is also in line with the QCBS
system included in the Govt's procurement policy for
procurement of services from experts.

The issue of payment to valuers becomes challenging when
dealing withinsolvent companies that are notin the Corporate
Insolvency Resolution Process (CIRP). To address this, a
financial infermediary maybe viz. Non-Banking Financial
Company (NBFC) should be appointed by the Insolvency and
Bankruptcy Board of India (IBBI) to fund the CIRP process,
which includes the valuation. This can alleviate the payment

problem and ensure a smooth resolution process for insolvent

companies. RAHLUL

AaRVFis committed fo sharing new ideas and innovations with SHHRmH
our registered valuers in order to confinuously improve the

valuation standard process. We believe in fostering a CHIEF ADMINISTRATIVE OFFICER
collaborative environment where all parties can contribute fo (CAO, AARVF)
driving industry progress and ensuring high-quality valuations.
Our goalis to provide our valuer members with the latest tools,
resources, and insights to enhance their skills, knowledge, and
expertise as they serve their clients and the wider market. With
a shared commitment to excellence, we can confinue toraise

the bar for valuation standards and drive greater confidence Im P R u v I n E
VALUARTION
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) OF TRUSTEES

HARNESSING THE POWER OF
INTERNATIONAL VALUATION
STANJARWUS FOR A

PAGE 14




sia's rapid and transformative

growth has secured its

position as a formidable
force in the global economy. Its
diverse and dynamic economies,
each with her unique strengths and
challenges, play an increasingly
significant role in shaping the world's
economic landscape. The advent of
technology and ifs wide application
to every facet of our lives, and
therefore businesses, is unmistakable.
This shiftf necessitates a consistent and
reliable framework to facilitate cross-
border investments, enhance
financial stability, and foster
fransparency. Enter the International
Valuation Standards (IVS).

In recent years, we've observed a
remarkable uptake of IVS across Asia,
signifying a clear direction towards
alignment in valuation approaches.
Countries like Indonesia have already
integrated IVS into their legislation,
while the Singapore Exchange (SGX)
has incorporated them into parts of its
issued rules. In Hong Kong, the IVSC
has been actively working with the
Financial Reporting Council (FRC) to
develop business valuation, further
emphasising the region's commitment
to IVS. There's also increasing
enthusiasm for a global valuation
framework in India, signaling an
encouraging trend towards
uniformity.

Additionally, the IVSC's collaboration
with Asia-Pacific Economic
Cooperation (APEC) finance ministers
has been pivotal in advancing
common valuation standards across
the region. This collaboration
underscores the immense potential of
IVS as a unifying framework that can
accommodate the diverse range of
economiesin Asia.

As Vice Chair of the International
Valuation Standards Council (IVSC)
Board of Trustees, | am a firm
advocate for the adoption of robust
and implementable IVS across
Singapore and the wider Asiaregion.

The opening of the IVSC Asia Office in
Singapore in 2022 was a significant
milestone that highlighted the
growing demand for global valuation
standards in the region. It further
underscored Singapore's growth as a
hub for business and intangible assets
valuation. The Asia office now plays a
critical role in developing these
standards, leading the IVSC's
engagement with Asia-based entfities,
and helping to shape the future of the
valuation profession.

In a bid fo keep pace with the ever-
evolving economic environment, the
IVSC is currently embarking on a
consultation to update the IVS. The
objective of this process is fo ensure
that these standards remain relevant,
adaptable, and effective in the face
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of rapid technological
advancements and shifting global

priorities.

Among the proposed changes are
the introduction of new chapters on
data and the incorporation of
Environmental, Social, and
Governance (ESG) considerations.
Both of these enhancements promise
to boost the applicability and utility of
the IVS for the Asiaregion.

In tfoday's digital economy, data is
king. As decision-making becomes
increasingly data-driven, the inclusion
of new chapters on datain the IVS will
empower stakeholders across Asia to
harness the power of data with
confidence, thereby facilitating more
informed and effective valuations.

Moreover, the integration of ESG
considerations into the VS mirrors the
growing emphasis on sustainable and
responsible investment practices
worldwide. With these new standards,
stakeholders in Asia will be equipped
with a comprehensive framework fo
assess the long-term value and
resilience of their investments. This
aligns perfectly with the region's
broader commitment fo sustainable
development.

\ e
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ntroducing the concept of

sustainable development, the

Brundfland report of the United
Nations World Commission on
Environment and Development (1987)
described it as "development that
meets the needs of the present
without compromising the ability of
future generations fo meet their own
needs" and enables people, now and
in the future, to achieve a satisfactory
level of social and economic
development and human and
cultural fulflment, while at the same
time making reasonable use of the
earth's resources and preserving
species and natural habitafs.

INNOVATION

The three pillars The Sustainable
Development Goals — SDGs (1 - 17) of
fthe UN's 2030 Sustainable
Development Agenda rest on the
three pillars of sustainable
development-social, economic, and
environmental, consolidated in the
2015 Global Agenda, fo which more
than 190 countries have signed up.

Sustainable economic development
can be achieved at the global level
by means of acceptance and
implementation of the SDGs.
Sustainable innovation combines the
principles of sustainability with the
creative process to develop disruptive
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technological solutions. The
deliverables of innovative
technologies, such as increased
energy efficiency, reduced
greenhouse gas emissions through the
use and storage of renewable energy,
"green buildings" and sustainable
mobility, represent essential tools for
implementing the SDGs.

In industry, fraditionally manufactured
and processed products can be
replaced with information and
communications technology (ICT)
and other technological solutions can
be infroduced to reduce emissions
andwaste.
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The Sustainable Development Goals (SDGs)

o) GOOD HEALTH QUALITY GENDER CLEAN WATER Figure (1)
POVERTY AND WELL BENG LDUCATION tQuaLITy AND SANITATION

. Source:
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In Europe, implementation of the
SDGs hasled to the development and
updating of applicable laws and
regulations, driven by the European
GreenDeal.

The final goal of the Green Deal is to
achieve decarbonization by 2050 in
the European Union and its sphere of
influence. Buildings, with their huge
potential for decarbonization, are a
key focus.

Buildings in Europe account for 36% of
GHG emissions and 40% of final energy
consumption over their lifetime,
including the production of raw
materials, construction, technical
installations, maintenance, and
dismantling.

One of the pillars of the European
Green Deal, the EU Energy
Performance of Buildings Directive
(EPBD), sets out the minimum
requirements applicable to the design
and renovation of buildings and
presents the method of determining
theirenergy performance.

The energy class of a building,
expressed by the numerical indicator
of primary energy use in kWh/m2 per
year, is recorded in a document
known as the Energy Performance
Certificate (EPC). This indicator is
determined on the basis of calculated
or actual energy consumption and
should reflect typical energy
consumption for heating and cooling

of spaces, domestic hot water,
ventilation, in-built lighting
installations, and lifting systems, as well
as other technical building systems. In
the image below, which represents
energy performance levels, the
classification "A" should correspond o
buildings with zero emissions, while the
classification "G" corresponds to the
15% worst-performing buildings in any
given EU memberstate.

The measures imposed by the EU
Directiveinclude:

e Each country's 15% worst energy-
performing buildings -
identifiable as belonging to the
lowest EPC class ('G') — must be
renovated in phases to higher
classes;

e Solar rooffop installation for all
buildings except existing
residential.

¢ New buildings must be zero-
energy.
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Construction materials for new
buildings must be obtained by
means of sustainable processes;
Air-conditioning, ventilation and
water heating systems should
preferably be supported by
alternative energy sources and, in
the case of support from direct
systems, by systems with no direct
greenhouse gas emissions (i.e.
which do not emit those gases on
site);

In-built lighting systems must meet
the minimum illumination and
power density requirements.
Mechanical access systems such
as lifts and escalators must meet
minimum energy efficiency
requirements;

Building Automation and Confrol
Systems (BACS) must ensure
technical management of the
operation of all the building's
equipment, including
rationalization of energy use,
through incorporating building
digitization solutions.

Figure (2)

Levels of energy performance.
Source: REHVA, Federation of
European Heating, Ventilation and
Air Conditioning Associations
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e Buildings must have electric
vehicle charging system
infrastructure.

By way of example, the two tables
(below), taken from the Portuguese
fransposition of the previous EPBD,
show the minimum energy efficiency
requirements for BACS and
mechanical access systems.

Minimum energy efficiency
requirements for BACS systemes,
according to Standard EN 15232.

Date requirement Energy efficiency
applied class

Enfry into force of Class B.

this decree

As of 01st Jan 2025 Class A.

Minimum energy efficiency
requirements for all categories of liffs,
escalators and moving walkways,
according to Standard ISO 25745.

Type of Min. Energy | Methodology
Equipment | efficiency

class
Lifts B ISO 25745-2
Hydraulic ISO 25745-2
Lifts
Escalators A ISO 25745-3
& moving
Walkways

Technology comes alongside and
very offen ahead of legislation,

offering various solutions to achieve
these objectives.

ENERGY GENERATION

Solar photovoltaic panels stand out
amongst the available equipment for
passive energy production. Energy is
produced by conversion of the solar
energy hitting the photovoltaic panel
composed of semiconductor
materials, by means of the
photoelectric effect on the
photovoltaic cells. The electricity
produced by the solar panel
generates direct current (DC) whichis
converted into alternating current

(AC) through an inverter. In this way,
the electricity may be used by
domestic appliances, whether
consumed directly orinjected into the
grid, or stored in solar baftteries forlater
consumption. There are different
types of photovoltaic cells,
depending on the nature and
characteristics of the materials used.
The most widespread technology
currently on the market relies on
crystalline silicon, which in turn is
subdivided into poly-crystalline and
mono-crystalline. There are also other
types of solar panels, such as thin-film
panels, which can easily be
incorporated info other components,

i o i |
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such as files, glass, stonework, etc.
Depending on the material used, we
may find thin-film panels of
amorphous silicon (a-Si), cadmium
telluride (CdTe), copper, indium,
gallium, and selenium (GIS/CIGS), or
organic photovoltaic cells (OPC).
Whatever the solution, the aim will be
greater production of passive energy
incorporated in the design and
orientation of the building.

PASSIVEHVAC SYSTEMS

Passive heating and/or cooling
systems use alternative energy,
including equipment powered by
geothermal energy, free energy from
the ground, aerothermal energy
drawing on existing thermal energy in
the air, or solar energy based on using
solar radiation to heat water. The
equipment available on the market is
briefly described below:

e Solarthermal collectors

for heating and domestic hot water
(DHW). These systems comprise the
solar panel, the hot water
accumulation fank, the pumping
system and the respective piping and
accessories. The operation of this
system is based on solar radiation
which, on hiftting the solar collector,
heats the solar fluid which will heat the
water inside the tank. This system may
be supported by active heating
systems such asheat pumps;

»  Geothermalenergy systems

Heat pumps for heating, cooling and
domestic hot water using geothermal
energy. The geothermal energy
systems consist of capturing free
energy from the ground, benefiting
from a constant temperature of
approximately 16°C throughout the
year;

* Aerothermalenergy systems

Heat pumps for heating, cooling and
DHW using aerothermal energy.
Aerothermal energy is a renewable
energy which draws thermal energy
from the air and fransfers it inside the
home to provide heating, cooling and
domestic hot water, depending on
the level of comfort needed in the
home.

HEATPUMPS

Heat pumps are an efficient way of
improving the energy efficiency of air
conditioning equipment. Their‘
operation is based on the application
of a refrigeration cycle, a highly‘
energy-efficient system. Heat pumd
units are characterized by thée
circulation of a fluid (refrigerant gas) in‘
a closed system, achieved by meonﬁ
of its expansion in the expansion valve

and subsequent compression Toking‘

place in the compressor. Energ%
exchange occurs in the coils found in
the system (condenser cmd‘
evaporator).

EXPANSION
VALVE

REFRIGERATION CYCLE

EVAPORATOR

—

R
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In the evaporator, there is an
exchange of energy between the
‘refrigeront and the environment
through the process of heat transfer
by cooling the space. In the
‘condenser the process is the inverse,
releasing heat to the environment
‘ond heatingit. Intheimage below we
‘con see the representation of the

ldescribedrefrigerating cycle.

The energy efficiency of a heat pump
lunitis defined by its ability to generate
the same amount of energy for
‘cooling or heating with fewer natural
resources, i.e., lessenergy.

‘The tferms COP (Coefficient of

Performance) and EER (Energy
‘Efﬁciency Ratio) define the heating
and cooling efficiency of heat pumps.
[Theirresultis determined by the ratio of
‘heo’ring or cooling provided by a heat
pump unit to the amount of electricity

supplied to generateit.

Heating Capacity (kW) 4 (kW)
COP= C omsumed Energy (kW) 1 (kW)

Cooling Capacity (kW) 4 (kW)
EER = =

= =4
Consumed Energy (kW) 1 (kW)

\
‘ThoT is, if a heat pump delivers 4 kW of

its COP is 4.0. Similarly, if a heat pump

heat with 1 kW of electricity supplied,

|delivers 4kW of cooling with 1 kW of
‘elec’rrici’ry supplied, its EERis also 4.0.

The higher the COP and EER, the
higher the energy efficiency of the
equipment.

Apart from very high energy
efficiency, heat pumps also have the
advantage of not emitting
greenhouse gases onsife.

BUILDING AUTOMATION AND
CONTROLSYSTEMS-BACS

BACS are a priority system for ensuring
a building's energy efficiency by
rationalising its energy consumption.
BACS encompass all the equipment,
software and engineering services
contributing fo the economical, safe,
and energy-efficient operation of
fechnical building systems.

The automation system must ensure:

continuous, comparative
monitoring, recording and
analysis of buildings' energy
consumption and energy
efficiency, so as to obtain
information on actual or potential
energy performance.

e communication and interaction
between all the technical
systems.

¢ BACS must monitor the technical

building systems, defermining

their efficiency classification
according to the number of
functions they cover, including,
infer alia, control of heating,
cooling, domestic hot water,
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ventilation and lighting systems,
solar protection devices and
management systems.

This article has focused on some of the
challenges and goals of specific
relevance to the European building
stfock. Commitments to sustainable
development should also make zero-
energy status achievable at global
level.

The paradigm shift we are seeing will
undoubtedly have a transformational
impact on the building sector, with
new architectural and construction
solutions and technical installations
very different from those we find
today.

Similarly, asset valuation must support
and meet the needs of the various
stakeholders with assurance and the
ability to understand the
consequences of the ongoing
changes.
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HEAD - SOLUTION STRATEGY
5GX GLOBAL FINTECH

nyone looking fo buy a
new property must have
looked for properties that
match their preferences on the
Internet. This simple act brings
both buyers and sellers of real
estate to access information and
consult with each other.

In today's digital age the role of
technology has fransformed
businesses from a back-end
enabler to an evolving tech-

enabled market. PAGE 22
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EMPOWERED
ESTATE ECOSYSTEM

DIGITAL CHANNELS

—
T

Prefer to fill out the
application online

Prefer to submit
documents online

(According to Fannie Mae Survey)

THE DEMAND AN SUPPLY MISMATCH

The uncertainties caused by the
pandemic have accelerated a lot of
new trends such as 3D Virtfual House
Tours, Augmented Reality,
Conversational Al, IoT, Big Data,
Blockchain, Drone Inspection, and the
list goes on.

The post-pandemic real estate market
is Bright and Technology is helping it
Flourish.

While the markets flourish with
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Technology, we cannot deny the fact
that there is a gap between
demographics and regions to access
similar modern tools and fechnology.

/
o

THE DIGITAL JIVIDE

The Indian home loan sector is
severely impacted by “THE DIGITAL
DIVIDE".

To illustrate these better, let's look at a
real-life example of an individual who
goes for a personal loan, he gets the
loan disbursed in less than 5 seconds,
but when the same individual decides
fo fake up a home loan, he needs o
wait anywhere between 53-57 days.

The Financial Institution/lender who
can establish the identity, intention,
and capability of the individual within
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a few seconds for a personal loan,
needs so many days fo establish the
ownership, compliance, and
valuation of the Property (Home) to
disperse the Home Loan.

The primary root cause for the delay
lies in asynchronous, manual, and
semi-automated processes involved
inthe Real Estate Valuation Process.

We at 5gX Global Fintech are insanely
passionate about solving this puzzle
with the help of cutfing-edge
tfechnological tools and digital
solutions.

HARNESSING TECHNOLOGY IN REAL
ESTATE

Many mortgage operating models still grapple with elevated costs and

long cycle times.

..due to low processor

high and the
obtain one

10 to 14

and underwriter
productivity levels...

CHANGE IN ANNUAL SPENDING ON MORTGAGE TECHNOLOGY PER LOAN, % OF RESPONDENTS

Minus  Minus Plus or Minus Plus Plus Average
6% 2-6% 2% 2-6% 6% change %

Source: McKinsey survey of loan-origination software purchase (n = 157)

TECHNOLOGY IMPROVES ErrICIENCY

One of the main reasons to adopt
technology is that it increases
efficiency. It can help reduce, and
eliminate duplications and delays in
the workflow.

TECHNOLDGY
MAKING

IMPROVES QECISION

Technology does not just gather data
but actually interprets it. This allows for
making smarter decisions. Data is at
the heart of every sound decision and
technology can provide valuable
insights that might otherwise be
missed.
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TECHNOLOGY KEEPS OPERATING
COSTS LOW

In Real Estate Business, where TIME is
money, Technology significantly
reducestime.

Consequently lowering labor and
energy, ergo reducing operational
cost.
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AUTOMATION SIMPLIFIES 3ACK
OFFICE OPERATION

Some ftasks are often fairly easy,
straightforward, and repetifive in
nature. These time-consuming tasks
are huge opportunity for automation.

When you turn these kinds of tasks over
to automation, you're putting human
labor to work in areas where it really
needs.

A person may find it draining fo do the
same thing over and over again, but
technology can perform repetitive
tasks with consistent quality and
efficiency.

TECHNOLOGY & INDIAN VALUERS

Slowly but steadily Indian valuers are
catching up with the global trend and
have actively adapted digital tools
and fechnology to digitize and
automate the valuation process.

To start with, Indian valuers use
advanced software like Evalo to
digitize the Valuation reports and
have crossed the 1 Milion mark and
are setting new benchmarks.

These tools increase efficiency,
productivity, and helps fake timely
business decisions.

MILLENIALS WANT TRANSPARENCY
ANd CHOICE

Most of today's homebuyers and
sellers are digital natfives. As per the
National Association of Realtors

Survey, Millennials made up the
largest share of home buyers at 43%.

We strive to make the entire home-
buying experience easier, by helping
consumers connect with the right
platform and providing the tools and
resources they need to find their
perfect home, secure a mortgage,
and close the deal.

The Cultural shift, transparency,
choice, and afttitude toward online
buying will all influence the journey
foward a seamless digital home-
buying transaction.

Our founder, Mr. Sudhakar
Vijayasarathy, envisions a
"Transparent Real Estate Ecosystem,”
and all our products are created,
crafted, and distributed with fthis
overarching goalin mind.

Success in the digital marketplace will
depend largely on Consumers,
Lenders, Lawyers, Valuers, and other
industry stakeholders coming
together and working closely for a
better home buying and selling
experience.

PAGE 25



AARVF'S BI-MONTHLY JOURNAL | VALUER'S BULLETIN

|\ | DOUGLRS
\ 7 KRIESER

ASA, FRICS

MANAGING DIRECTOR
VALCON PARTNERS, LTD

BSTRACT

Many different concepts are taught in the various principles of valuation
courses, webinars, seminars, articles, and textbooks published by the ASA.
In practice, appraisers typically only use a portion of them, which may vary
from project to project. The following case study of a valuation of a
distribution center (DC) for ad valorem tax purposes incorporafes a
significant number of different concepftsinfo one project.

SUBJECT ASSETDISCUSSION

The subject distribution center (SDC) was built in late 2002 and opened for
business in January 2003. The applicable valuation date was January 2010
and all of the data and dollaramounts are therefore as of that date.
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MULTIPLE APPRAISAL CONCEPTS:
APPRAISING A
JISTRISUTION CENTER

Valuing the SDC furned out to be a
surprisingly fun project. To develop a
credible opinion of value for such a
variety of equipment and processes
required a level of research,
sleuthing/interviewing, engineering
analysis, and conceptual application
that are not usually necessary to other
appraisal assignments. Appraisers
rarely have the opportunity to
incorporate so many different tools
and conceptsinto one valuation.

The following table ouflines the
specifications of the SDC.

Table 1. SDC Assets

Total building size

576,408 SQ FT

Total dedicated to warehouse/sorter

497,664 SQ FT 50,

Expanded store capacity 1

Hang/Ready to wear mezz (not being utilized) 688 SQ FT

Offices/Lunch rooms/Locker rooms 28,056 SQ FT

Store capacity 110 STORES
150 STORES

Rated sorter capacity 2

15,600 CARTONS

equipment

capacity forwhichitisrated.

I Would require adding additional sorters,

2 Based on a standard box size of 20" square. Due to a variety of issues
including carton size and weight variance, jams, recirculation,
reads,” and other issues, a DC typically cannot ship the actual

conveyers, and other

“

no

Based on a review of three years of
ufilization data and interviews with
appropriate client personnel, it
appeared that the maximum
utilization of the SDC (based on two
shifts per day and a five-day-per-week
operation with planned peak
operations) was 49% of the rated
surge capacity.

The utilization varied with factors such

as store demand, percentage of
recirculatfion, the percentage of no-
reads, case jams, and other factors.
The busiest time of the year is typically
August to December when the stores
are stocking up for the back to school
and Christmas seasons. Other busy
fimes of the year included brief peak
periods (1-2 weeks) around other
heavy shopping times, including
spring sales and holidays such as
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Valentine's Day. The light time of the
yearwas typically January to July.

The SDC typically operated two eight-
hour shifts per day, five days per week.
As of February 2010 (the closest date
tfo the valuation date for which
statistics were available) there were
193 employees, equating to 166 full-
fime equivalent (FTE) positions.

There was a total of approximately
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68,580 linear feet (12.99 miles) of
conveyor, including powered-rollers
conveyors, free-roller conveyors,
powered-belt conveyors, skate-wheel
and other

conveyors, curves,

miscellaneous conveyors.

There were six Rapistan model 2420
shoe sorters of various lengths and one
ABC Co/Siemens Gen lll pop-up sorter
primarily dedicated to the pack-to-
light (PTL) operations.

OBSOLESCENCE DISCUSSION

The SDC was considered an old-style
system because of its layout and
technology.

The layout of the SDC was inefficient
by 2010 standards. The more efficient
layouts of more modern DCs allowed
for fewer conveyors, more energy
efficiency, higher output, and a much
smaller footprint.

The following table shows a
comparison of the subject SDC, builtin
2022, to two other more recent
Distribution Centers (Dcs).

Some of the major areas where the

newer systems are more efficient and
cost effective are discussed below.
Some discussions have been
summarized from the original report
and some minor issues have been left
out for brevity.

RECEIVING

The SDC had mostly manual receiving
lines and only four single-automated
Print and Apply (P&A) lines. Newer
technology utilized dual-automated
P&A stations.

The 2008 DC had 10 dual P&A systems.
Dual-automated P&A systems can
each service two doors and cut down
on manual handling and labeling of
cartons.

The benefits of newer P&A systems
include:

Reduced laborrequirements
Increased accuracy
Increased speed

(almost double)

Updating the SDC to dual P&A lines
would take a significant expense in
both controlhardware and software.

Table 2. SDC Compared with Two Distribution Centers

The SDC also had narrow collector
beds, which allowed only one out of
every four receiving lines to load at
any given time, causing backups.

The newer DCs each had two wider
collector beds, which allow almost
confinual operation of the incoming
receivinglines.

The benefits of newer collector
systemsinclude:

Increased accuracy
Increased speed

SHIPPING /7 SHIPPING SORTERS

The shipping sorters installed at newer
DCs had a very different layout from
those atf the SDC. The SDC used four
sorters to service the 110 shipping
docks. These were in an L-shaped
configuration along the west and
north walls of the building.

Newer designs used two double-
length sorters with each set of two
shoe sorters along the outside wall
above the shipping docks opposite of
those docks serviced by the sorter. The
shipping feed lines then cross down o

Specifics 2002 SDC 2008 DC Size Difference 2006 DC Size Difference
Capacity 110 stores 150 stores 40 stores 110 stores 0 stores

Building Size 576,408 sq ft 328,000 sq ft 45% smaller 365,000 sqg ft 35% smaller
Conveyers 12.99 miles 9.25 miles 30% less conveyor 6.69 miles 50% less conveyor
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the shipping doors.

The benefits of newer shipping systems
include:

o Less floorspacerequired
. More staging of product

. Lessbacking up of sorter
. Less recirculation which

increased speed and accuracy

The newer sorter installations
incorporated automatic speed
confrols which varied the speed of the
sorters based on incoming carton
spacing, size, and so on. When there
was nothing coming, the sorter slowed
down to conserve energy. When
cartons started to arrive, the sorter
varied the speed in order to make the
most efficient use of the space and
time between cartons. This saved
energy as well as increased
throughput.

The scanning tunnels at the SDC were
obsolete and company personnel
indicated that they could no longer
find service parts. Therefore, the
scanners would be replaced in the
nearfuture.

Data gathered from company
personnel indicated that the cost to
replace each of the sorter tunnels
(with scanning technology) was
$56,000, and the cost for a new P&A
tunnelwas $27,000.

OTHER FACTORS

Newer systems intfegrated a
Graphical System Monitor Interface

(GSMI) into the confrol system. More
efficient than visual identification,
GSMI allowed issues such as jams or
backups to be identified and
mediated quickly. Without GSMI, the
system could be damaged or, at best,
shut down entirely to find and correct
processing issues. GSMI allowed
operators to be proactive and to
avert potential problems, increasing
productivity and efficiency. It also
gathered useful real-time data useful
for the efficient operation of the sorter
and better control of the energy
usage of the system.

Based on fthe utfilization data
provided, it appeared as though the
actual potential maximum capacity
of the SDC is 49% which equates to
7,644 Cartons Per Hour (CPH) (15,600
CPH x 49%). As of the valuation date,
the SDC appeared to be running at
38% utilization which equates to 5,928
CPH (15,600 CPH x 38%). Based on this
data, the SDC appeared to be
running at approximately 78% (5,928
CPH/7.644 CPH) of actual potential
maximum capacity.

There are other obsolescence factors
associated with the layout and
footprint of the building, such as lower
building and building maintenance
costs and lower energy usage
associated with the building size.
These were not considered as they
were deemed to be real estate
related and not equipmentrelated.
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SPECIFIC VALUATION PROCESS

This case study valuation process
incorporated a significant number of
concepts appropriate for appraising
the SDC, and otfher assets for ad
valorem tax purposes. Although the
valuation date is 2010, the concepts
and application as outlined in various
ASA references: principles of
valuation courses, webinars, seminars,
articles, and textbooks remains the
same.

REPLACEMENT COST ANQ EXCESS
CAPITAL COST

Based on its design when compared
to newer DCs such as the 2006 DC
(which serviced the same number of
stores) and the 2008 DC (which was
designed to service 40 additional
stores), the SDC had excess capital
cost associated with the additional
length of conveyors required (and
associated additional control system,
supports, walkways, and so on),
additional flats lines required,
additional PTL lines, and additional air
compressor horsepower required to
runthe system.

In addition, there were excess capital
and operating costs associated with
the additional building space
required. We did not consider the
costs associated with the additional
building space since we considered

these costs to bereal estaterelated.
The original equipment manufacturer
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(OEM) indicated that the cost (as of
the valuation date) to build the SDC
sorter system (equipment only) as it
waswould be as follows:

Table 3. SDC Replacement Cost

Mechanical Hardware $9.,625,364
ControlHardware $1,354,034
Mechanical Engineering $784,839
Controls Engineering $954,587
Computer Engineering $97.199
Project Management $374,318
Mechanical Installation $3,131,368
Electrical Installation $1,210,464
Freight $626,069
TOTAL $18,158,243

The cost to build the 2006 DC as of the
valuation date (which has the same
capacity as the SDC) would have been as
follows:

Table 4. 2006 DC Replacement Cost

Mechanical Hardware $8,297,165
ControlHardware $699,751
Mechanical Engineering $554,212
Controls Engineering $601, 253

Computer Engineering $76,937
Project Management $295,302
Mechanicallnstallation $2,285,721
Electrical Installation $1,048,200
Freight $622,287

TOTAL $14,480,829

The additional $3,677,414 for the SDC in the
data above was deemed to be excess
capital costs which would not be incurred if
the subject retailer were to build a DC with

the same store capacity foday.

In addition to the equipment supplied by
the OEM, additional equipment was
purchased by the SDC which had a
replacement cost new (RCN) of $1,797,000
as of the valuation date.

As such, the fotal RCN as of the valuation
date for the subject asset was $16,278,000
($14,481,000 + $1,797,000).

The hang/ready to wear equipment was
not being utilized and thus the cost of this
equipment was removed from the RCN fo
arrive at $16,233,000.

Adding in applicable sales tax (fo the RCN
of the equipment only) we arrived at a total
RCNof $17,197,000.

PHYSICAL DETERIORATION/ QEPRECIATION

The SDC system exhibited physical
deterioration and depreciation due to its
age and the need to replace obsolete
equipment such as the scan tunnels.

Data gathered from the subject retailer
and OEM indicated that the normal useful
life (NUL) for a sorting system was typically
15-20 years.

Based upon this data and an analysis of
subject retailer recent DC remodels and
other data, we seftled on an NUL of 16
years.

As of the valuation date, the SDC had
been in operation for seven years (2010 -
2003) . There had not been any significant
additions to the SDC sorter system since it
was originally built. The only significant
expenditures had been for maintenance
and repairs. There had been no major
upgrades or rebuilds of the system as a
whole.
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Data obtained from the subject retailer
indicated that annual maintenance and
repair expenses had been less than 1% of
the RCN.

The sorter system at the SDC had been
used as designed and had not been
subject to unforeseen climates or other
hazards that would significantly increase
the physical deterioration. Additionally, it
had been operated within the
expectations of hourly operations and had
not been operated significantly more or
less than anticipated wheninstalled.

Based on all of the data listed above, we
concluded that the actual age of seven
yearswas also the effective age (EA).

Utilizing the 7-year EA and 16-year NUL we
arrive at 44% depreciated (or 56% good).

Physical depreciation can have both
curable andincurable components.

Ourinterviews and research indicated that
the SDC had the following curable
components:

o Replacing the five sorter tunnels at a
cost of $56,000 each ($280,000 total)

. Replacing the four P&A tunnels at a
cost of $27,000 each ($108,000 total)

o Hardware and software upgrade for
the Sort Direct system at $125,000

As such, the total curable physical
depreciation was $513,000 ($280,000 +
$108,000 + $125,000).

Subfracting the curable depreciation from
the RCN we get $16,684,000 ($17,197,000 -
$513,000).

We then took the $16,684,000 and
mulfiplied it by the 56% good in order to
arrive at $9,343,000.
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FUNCTIONAL O350LESCENCE

The primary functional obsolescence
attributable to the SDC was due fo the
excess capital costs and the layout of the
system. This was taken into account when
using the 2006 DC cost new instead of the
subject cost new as the starting point of our
analysis.

However, the SDC suffered from additional
functional obsolescence in the form of
excess operatfing costs in the areas of
excess electricity costs and excess labor
costs.

Data obtained from the OEM indicated
that newer systems that incorporate an
energy management system reduce the
energy requirements of a similar sorter
system by approximately 6%.

Based upon an analysis of the electrical
energy expenditure for the SDC in 2009, we
concluded that it cost $321,000 to operate
the system on an annual basis.

Using the $321,000 and the indication that
a more modern system is 6% more energy

efficient, we got $19,260 ($321,000 x 6%;
rounded to $19,000) spent on excess
electricalenergy annually.

As of the valuation date, the SDC required
166 FTE employees to operate on two shifts.
The newer 2006 DC required 160 FTE
employees to operate similar shifts. Thus
there were six extra employeesrequired.

Based upon an analysis of client-supplied
data, we estimated the annual pay for
each employee was $27,000, which came
to an annual excesslabor cost of $162,000.

Therefore, the excess electricity and labor
costs totaled $181,000 ($19,000 + $162,000)
in excess operating expenses annually.

Given the client income tax rate of 37.5%,
we tax effected the total as follows:

$181,000 x 37.5% = $67,875
(rounded to $68,000).

Therefore, the fotal after-fax excess
electricity and labor costs was ($181,000 -
$68,000=) $113,000 on an annual basis.

Utilizing a client rate of return of 10% and a

nine-year remaining useful life (RUL), we
obtained a present value factor of 5.76.

Using this present value factor and the totall
annual excess operatfing cost we got a
total functional obsolescence penalty of
$650,880 ($113,000 x 5.76; rounded to
$651,000).

Subtracting the $651,000 functional
obsolescence penalty from the results of
our RCN less physical depreciation noted
above we arrived at $8,692,000 ($9,343,000
-$651,000).

ECONOMIC D3SOLESCENCE

The SDC suffered from economic
obsolescence in the form of excess electric
utility rates compared to other Dcs.

In this case, the difference in utility rates
was caused by an external factor (the
pricing charged by the ufility from which
they purchase the electricity) and not an
inefficiency within the system. For this
reason, the excess electricity cost was
considered fo be economic obsolescence
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and not functional obsolescence.

After investigating various data provided
by the client as well as applying a present
value factor technique similar fo the above
discussion under functional obsolescence,
we arrived at a fotal penalty of $288,000.

Subtracting the $288,000 economic
obsolescence penalty from the results of
our RCN less physical depreciation and
functional obsolescence noted above we
got $8,404,000 ($8.692,000 - $288,000).

INUTILITY

Inutility (or a lack of utilization) can be a
sign of either functional or economic
obsolescence. In the case of the SDC,
inutility most likely indicated a combination
of both functional and economic
obsolescence.

When a company begins designing a
distribution center, the main factor which
needs to be considered is the total number
of stores that will be serviced from that
particular distribution center. The number
of stores to be serviced directlyimpacts the
number and size of the sorters required, the
number of conveyors required, and other
requirements.

Therefore, any difference in store number
will directly impact the cost to build a
distribution center. The store number is the
main metric by which to measure the cost
of any particular distribution center.

In order to calculate the exponent or
scaling factor, the following data from the
2006 DC and the 2008 DC was utilized:

Rated Store Capacity of 2006 DC
=110stores

Rated Store Capacity of 2008 DC

=150stores

RCN of 2006 DC = $14,481,000
(OEM supplied equipment, etc.
only)

RCN of 2008 DC = $19,179,000
(OEM supplied equipment, etc.
only)

Using the data above we arrived at an
exponent orscaling factorof 0.91.

Earlier in this report, it was stated that the
SDC was operating at approximately 78%
of actual potentialmaximum capacity.

Using the formula:

Inutility % = [1-(Capacity B/Capacity A)x]
x 100

And substituting the appropriate
numbers, we got:

Inutility % = [1-(0.78)0.91] x 100
Inutility % = [1-0.80] x 100
Inutility % = [0.20] x 100
Inutility % =20%

As such, the inutility penalty was $1,680,800
($8.404,000 x 20%; rounded to $1,681,000).

Subtracting the $1,681,000 from the
$8,404,000, we calculated a conclusion of
$6,723,000.

concLusion

It is not often that appraisers get to
incorporate so many different tools and
concepfts info one valuation. It typically
happens only when valuing a larger
process-type facility and then, only if the
adequate information can be gathered
from the client. As it turned outf, we
obtained a significant amount of
cooperation from both the client and their
suppliers. This particular project was
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extremely fun (as much fun as an appraisal
can be) because it required a significant
amount of research,
sleuthing/interviewing, engineering
analysis, and other skills which are not often
required in as much depth as in this
assignment.

The good newsis that this level of detail and
research ended up saving the client a
significant amount of money on an annual
basis.
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INTROJUCTION

Foreign direct investment (FDI) is an ownership
stake in a foreign company or project made by an
investor, company, or government from another
country. Generally, the term is used to describe a
business decision to acquire a substantial stake ina
foreign business or to buy it outright to expand
operations fo a new region. FDI is a key element in
infernational economic infegration because it
creates stable and long-lasting links between
economies

Companies or governments considering a foreign
direct investment (FDI) generally consider target
firms or projects in open economies that offer a
skilled workforce and above-average growth
prospects for the investor. A key feature of foreign
direct investment is that it establishes effective
control of the foreign business or atleast substantial
influence overits decision making.
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WHEN FOI ISALLOWED ININDIA AOVANTAGES OF FOREIGN
JIRECT INVESTMENT

The government began
liberalising FDI during 1980-91
with the Industrial Policy
Statements of 1980 and 1982
followed by the Technology
Policy Statementin 1983.

This period also witnessed a
considerable degree of frade
liberalisation in terms of
reductions in fariffs and the
shifting of many import items
from licensing to open general
license (OGL) category. During
the first half of the 1990s, FDI
emerged, for the first time, as a
preferred route for mobilising
financial resources over loans
and other forms of financial
channels.

Foreign equity up to 51 per cent
was permitted under the
automatic approval route by
the RBI in specified industries
producing intfermediate and
capitalgoods.

FDI was considered as an
instrument to bring in foreign
technology not available
domestically and which
subsequently replaced the
phrase 'indigenous' by
'sophisticated and high
fechnology'.

1.

Economic growth: The creation
of jobs is the most obvious
advantage of FDI, one of the
most important reasons why a
nation (especially a developing
one) will look to attract foreign
direct investment. FDI boosts the
manufacturing and services
sector which resulfs in the
creation of jobs and helps to
reduce unemployment rates in
the counfry. Increased
employment franslates fo higher
incomes and equips the
population with more buying
powers, boosting the overall
economy of a country.

Human capital development:
Human capital involved the
knowledge and competence of
a workforce. Skills that
employees gain through training
and experience can boost the
education and human capital
of a specific country. Through a
ripple effect, it can frain human
resources in ofher sectors and
companies.

Technology: Targeted countries
and businesses receive access
to the latest financing tools,
technologies, and operational
practices from all across the
world. The infroduction of newer
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and enhanced technologies
results in company's distribution
intfo the local economy, resulfing
in enhanced efficiency and
effectiveness of the industry.

Increase in exports: Many goods

produced by FDI have global
markets, not solely domestic
consumption. The creation of
100% export oriented units help
to assist FDI investors in boosting
exports from other countries.

Exchange rate stability: The flow

of FDI info a counfry translates
info a continuous flow of foreign
exchange, helping a country's
Central Bank maintain a
prosperous reserve of foreign
exchange which results in stable
exchangerates.
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6. Improved Capital Flow: Inflow 3.

of capital is particularly
beneficial for countries with
limited domestic resources, as
well as for nations with restricted
opportunities to raise funds in
global capitalmarkets.

7. Creation of a Competitive
Market: By facilitating the entry
of foreign organizations info the
domestic marketplace, FDI
helps create a competitive
environment, as well as break
domestic monopolies. A healthy
competitive environment
pushes firms to continuously
enhance their processes and
product offerings, thereby
fostering innovation. Consumers
also gain access to a wider
range of competitively priced
products.

JISAJVANTAGES OF rOREIGN
JIRECT INVESTMENT

1.

Hindrance of domestic
investment: Sometfimes FDI can
hinder domestic investment.
Because of FDI, countries' local
companies start losing inferest to
investin theirdomestic products.

The risk from political changes:
Other countries' political
movements can be changed
constantly which could hamper
theinvestors.

Negative exchange rates:
Foreign direct investments can
sometimes affect exchange
rates to the advantage of one
country and the detriment of
anofther.

Higher costs: When investors
invest in foreign counties, they
might notice that it is more
expensive than when goods are
exported. Often times, more
money is invested intfo
machinery and intellectual
property than in wages for locall
employees.

Economic non-viability:
Considering that foreign direct
investments may be capital-
intensive from the point of view
of the investor, it can sometimes
be very risky or economically
non-viable.

Expropriation: Constant political

changes can lead to
expropriation. In this case, those
countries' governments willhave
confrol over investors' property
and assefts.

Modern-day economic
colonialism: Many third-world
countries, or at least those with
history of colonialism, worry that
foreign direct investment would
result in some kind of modern-
day economic colonialism,
which exposes host countries
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and leave them vulnerable to
foreign companies' exploitation.

TYPES OF rFOREIGN QIRECT
INVESTMENT [Fai]

Foreign direct investment can be
classified into horizontal, vertical, and
conglomerate. The types of FDIs are
segregated on the basis of the
companies that the investors are
investing in. Walk through the

illustrated points to get complete

details of the types of FDI.

Type of FDI

v v

Horizontal FDI

Conglomerate FDI

1.

2.

Y
Vertical FDI

Horizontal FDI: It is a type of
investment in which the
company makes investment
only in the company running
their type of business in foreign.
Example - If any sportswear
company wants to make
investments, they will only invest
in any other sportswear
company in another country
rather than in any other sector.
It's called horizontalinvestment.

Vertical FDI: In this type of
investment, the company
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makes the investmentin another CONCLUSION
company dealing with a

complementary type of The net amounts of money involved

with FDI are substantial, with more
than $1.8 trillion of foreign direct
investments made in 2021. In that
year, the United States was the top FDI
destination worldwide, followed by
China, Canada, Brazil, and India. In
tferms of FDI outflows, the U.S. was also
the leader, followed by Germany,

Conglomerate FDI: In this type of Japan, China, and the United
investment, the company could gingdom.

invest in any firm, business, or
startup, even if it is not from the
same industry. FDlinvestment will
make a huge opportunity for the
business to explore the new area
and gain experience in different
fields.

business. For example, Suppose
company X wants to invest in
any company in the form of FDI.
In that case, they will invest in a
company selling raw materials
required by company X, called a
verticalinvestment.
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ENHANCING VALUATION STANUARDS TO
STRENGTHEN GLO3AL FINANCIAL SYSTEM

he International Valuation

Standards Council (IVSC) is

pleased to announce the launch
of a 12-week public consultation on
the proposed changes to the
International Valuation Standards
(IVS). The consultation, commencing
on 28 April 2023, invites input from a
diverse range of stakeholders,
including industry professionals,
regulators, investors, financial
institutions, and other parties involved
in the preparation, review, or reliance
on valuations, to ensure
comprehensive perspectives are
considered in refining the IVS. The
consultafion seeks feedback aimed
at enhancing the clarity, usefulness,
and overall effectiveness of the IVS in
promoting consistency and
confidencein global valuations.
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The proposed changes have been
developed by the IVSC's Standards
Review Board and Technical Boards,
which consist of leading valuation
experts from around the world,
working together to enhance the
stfandards. These updates take into
account various factors, such as
ongoing changes in global markets
and valuation practices, increasing
use of technology and data sources,
growing demand for clarity in
valuation processes, and the need to
address new types of assets and
liabilities, including environmental,
social, and governance (ESG) factors.

Key updates proposedin the Exposure
Draftinclude:

A more structured approach
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aligned with the valuation
process.

. Additions or expansions to
requirements for data and
inputs, valuation models, quality
controls, and documentation.

J Reorganisation of certain
requirements and information to
improve applicability,
readability, and flexibility.

. Clarification of roles and
responsibilities of parties
involved in valuation, such as
service organisations and
specialists.

. Substantial revisions and
enhancements to IVS 500
Financial Instruments.

The IVSC welcomes stakeholders'
perspectives on the proposed
updates, whether they are brief or
extensive; whether they express
approval, disapproval, or neutrality.

Each piece of feedback confributes
fo the refinement of the standards,
ensuring they align with global best
practices and meet the needs of
valuation professionals and all who
depend on valuations.

Here are some keyresources:

. Download the Exposure Draft
documents and provide your
feedback through our online
form here:

. Access the presentation slides
from the webinar here:

J Watch a replay of the webinar
here:

PAGE 39

Sy

. Stay informed about this
consultation and future IVSC
updates by registering here:

The consultation period concludes on
28 July 2023.

Following the consultation, the next
edition of the IVS is expected to be
published in January 2024, with an
effective date of July 2024.
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here are several items of interest

regarding the International

Institute of Business Valuers (iiBV)
and its member organizations that
may inferest Assessors and Registered
Valuers Foundation (AARVF)
members, and we're pleased to have
the opportunity to share these in this
Valuer's Bulletin.

These include our newest member
organization, the Business Valuation
Institute of the United Kingdom; the
global need to attract university
sfudents to the valuation profession,
where the University Challenge
program developed by the Chartered
Business Valuation Institute (CBV
Institute) in Canada is a great
example of a successful program; an
update on arfificial intelligence by
Business Valuation Resources; the
ASA's Accredited Member
designation program; an article on
valuing identifying and determining
obsolescence; and the start of the iiBV
monthly webinar series. We'll discuss
eachinthe following paragraphs.

The Business Valuation Institute UK
(BVIUK) was founded on 1st January
2023, as a response to an identified
gap in the UK business valuation
market. Their motto is: Connecting
Experts, Teaching Excellence. The aim
was fo create and establish a virtual
platform of business valuation
resources, with particular emphasis on
offering networking opportunities to
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BVIUK

high-profile BV professionals, and on
high quality teaching.

The founders of BVIUK had four main
objectives:

1. To open a stagnated and
sleepy British BV market to the
innovations, techniques, and
opportunities from the US and
Canada.

2. To make BV resources more
easily available to anyone
passionate about business
valuation —from academics and
high-level practitioners, fo
students and enthusiasts.

3. Tointfroduce the UK market fo BV
learning opportunities in form of
expert-led webinars, expert-
written articles, videos,
inferviews, and panel
discussions. In due course, we
plan to offer fully accredited
fraining in business valuation,
leading to the successful
candidates achieving
worldwide recognised BV

credentials.
4, To improve the quality of

business valuation practice in
the UK.

After only four months of existence,
BVIUK has become a clear leader in
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the UK business valuation market,
offering services not previously
Since ifs
inception, BVIUK established ifs

available in the country.

presence with a modern, dynamic,
inferactive platform of resources
(available to view at
www.bviuk.com), as well as in social

media. Notable accomplishments
include their rapidly expanding
subscriber list fo their newsletter,
active social media presence through
LinkedlIn, support from global
organizations including the IVSC, iiBV,
ASA, NACVA, GACVA, and BVR; and
the creation of their Expert Network,
providing resources for BVIUK's
successfulwebinars.

‘-._
f_"’
Chartered
Business
Valuators
Institute

At the end of last year, CBV Insfitute
https://cbvinstitute.com/ held a very

successful Business Valuation
Challenge (BV Challenge), with feams
from 19 Canadian business schools
competing for cash awards for 1st,
2nd and 3rd places. Nineteen teams
comprised of two to four
undergraduate students from across
the counfry were given the

opportunity fo compete with students
from other business schools in a test of
their business valuation skills. A fotal of
57 students participated in fthis
inaugural case competition.

The winning team from the Haskayne
School of Business, University of
Calgary was awarded $10,000.
Second and third place received
$5,000 and $2,500, respectively. In
addition to the monetary award,
members of the first-place team from
Haskayne received complimentary
enrolment to Level 1 in the CBV
Program of Studies.

The business valuation case study was
developed by a team of highly
respected CBVs and refined for an
undergraduate student audience. All
participants had the opportunity fo
attend a fraining session o learn the
basics of business valuation that was
then applied to the case study.

“Iwould like to take this opportunity to
congratulate the members of the first-
place team from Haskayne, along
with those who placed second and
third,” said Dr. Christine Sawchuk,
President and CEO, CBV Institute.
"With demand for CBVs at an all-fime
high, the BV Challenge is an excellent
opporfunity to infroduce
undergraduate business students fo
our rapidly expanding and evolving
profession.

“"We are already looking forward to
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hosting next year's competition, BV
Challenge 2023."”

Our colleagues at Business Valuation
R e s o u r ¢ e s
https://www.bvresources.com/
recently published an arficle by Jim
Aldering, Aldering Gives Some Insights
Info Aland BV, discussing how arfificial
infeligence is already in use by the
valuation profession, with its usage
and implementation growing weekly.
Aldering gives examples including the
Internal Revenue Service in the United
States using an Al application to assist
in identifying complex partnership
structures that could lead to the
discovery of noncompliance;
ChatGPT being used with Excel; usage
by Big-4 accounting firms; and an Al —
powered tax help service nicknamed
TaxGPT that understands ftax
questions. The fopic is one of global
interest, and one we'llrevisit shortly.

Valuation designations are usually
granted by local valuation
organizations such as the AaRVF,
incorporating local legal rulings and
guidelines, regulatory and practice
issues. Many valuers work in cross-
border engagements and
assignments, and are looking to
supplement their local designatfion
with global best practices and
procedures. This knowledge can be
demonstrated to clients and peers
through designations from global
organizations, such as the iiBV
member VPO's. One of them, The ASA
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https://www.appraisers.org/ is a co-
founder of the iiBV and is a multi-
discipline, non-profit, international
organization of professional
appraisers representing all appraisal
disciplines: Appraisal Review and
Management, Business Valuation,
Gems and Jewelry, Machinery and
Technical Specialties, Personal
Property and Real Property. Their
mission is fo foster the public frust of
their members and the appraisal
profession through compliance with
the highest levels of ethical and
professional standards.

The ASAis over 80 years old, has 5,000
members worldwide, and is acftive
within the global valuation profession.

Recognizing the need for an
improved process, the ASA recently
streamlined the requirements for the
Accredited Member (AM)
designation in an effort to encourage
increased global involvement and
education. The requirements include
completion of iiBV education courses
101

Principles of Business Valuatfion, 102
Income Approach and the
Infernational Cost of Capital, 103

American Society of Appraisers

Providing Value Worldwide

®

Business Valuation Comprehensive
Case Study, and 104 Advanced
Topics in Business Valuation; submit a
copy of your university degree;
demonstrate 2 years of full-fime
valuation experience for the AM
designation; and submif the
application forms. They have deleted
the requirement to submit sample
valuation reports for review. The
process of obtaining the Accredited
Member designation is discussed in a
recent video with Trey Stevens, an
ASA and iiBV Instructor, member of
both organizations' education
committees, and past Chair of the
ASA Board of Examiners.

Membership in the ASA, and holding
The AM and/or ASA designations are
very complimentary to the Registered
Valuer designation and benefits
available fo Indian valuers through
the AaRVF, as ASA membership is
further demonstration of your
commitment to professional
standards and ethics, and accessto a
global network of thought leadership,
best practices, and fellow member
experts offering expanded client
referrals and/or career advancement
opportunities. Current topics under
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discussion include Environmental,
Societal and Government (ESG) and
incorporating those issues in
valuations; brand value; and goodwill
and impairment. Together with the
AaRVF, we'll be announcing
additional details of how AaRVF
members can obtain the Accredited
Member designation.

The ASA also contributed an article by
Douglas Krieser, ASA, FRICS, on
Multiple Appraisal Concepts:
Appraising a Distribution Center,
discussing how obsolescence can be
identified and measured through
concepfts including thorough due
diligence of the subject and current
standards; replacement cost and
excess capital costs; physical
deterioration/depreciation;
functional and economic
obsolescence and inutility. These
concepts are presented in a case
study illustrating how these can be
broughtinto aspecific valuation.

Finally, we wanted to mention that the
iiBV and its member organizations are
looking forward to commencing
monthly webinars with the AaRVF, on
topics ranging from regulatory to
technical, as issues from its member
organizations of inferest to Indian
valuers regarding real estate, plant
machinery and business valuation.
We look forward to launching this
program, and hope to see you there.
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aRVF marked its second

anniversary with great zeal,

hosting a comprehensive 9-
day web series, taking place from the
21st to the 30th of March in 2023;
featuring experts from the valuation
field.

The series culminated with a one-day
special session on 'Survival of the
fittest', on 31st March 2023. The event

)
{2}

FOUNDATION
DAY

31t MARCH 2023

“DRIVING CHANGE, CREATING IMPACT.”

icolas Konialidis, Director for

Asia at International

Valuation Standards
Council (IVSC), visited AaRVF in New
Delhi on May 15, 2023. During his Visit,
he discussed about Internafional
Valuation Standards Council (IVSC)
and the need of global valuation
standards for the RVOs and valuersin
India for maintaining consistency
and professionalism. A photo was
clicked with Director, IVSC (center)
and the team as a souvenir of his visit.
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was entirely virtual and was witnessed by 200 participants, which is
afullhouse event.

The inaugural session was graced by the presence of Shri
Manishkumar M. Chaudhari, Chief General Manager - IBBI, Mr.
Nelson Macwan, Practicing Valuer — Real Property & PME and Dr.
Vikram Gupta, Director- AaRVF.

The entire program was handheld by our directors and senior
experts, as event moderators, Mr. Sandip Deb and CA Dr. Gopal
Krishna Raju. Ar. Nilesh Suchdev also incredibly moderated
engaging all the participantsin aninteractive session.

The program was very well designed with choicest of speakers
and senior experts of the valuation field, including Mr. Sunil Bhor,
President - PVAI, Mr. Raymond Moran, Chair Marketing
Committee-iiBV, Mr. A V Manjunath, Mr. Suvasish Paul, VP-
Institution Of Surveyors, Mr. Appandairajan, Mr. Subash C Sabat, Mr
K S Venkatakrishnan, Mr. P K Ranganathan, CS V V Sampath, Mr.
Sanjay Patel, Mr. T § Chandrasekhar, Mr. Vr NA Arunn, Dr. Ashok
Nain, Ex- President & Fellow Emeritus, Institution Of Surveyors, Mr.
Ashok Kelkar, Immi. Past President, Practicing Valuers Association
(India).

The entire programwas for fourteen (14) credit points for valuers.
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CONERATULATIGNS

DIRECTOR (INDEPENDENT) WITH ASSESSORS AND REGISTERED VALUERS FOUNDATION OF INDIA (AaRVF)
FOR BEING APPOINTED AS THE BOARD MEMBER OF
THE INTERNATIONAL INSTITUTE OF BUSINESS VALUERS (iiBV)

=

000

JOIN THE MOST PROMISING RVO IN INDIA

www.aarvforg |  info@aarvforg

thas been a motivational few months for Mr.

Saurabh Gupta, who is recently (May 2023)

got appointed as a member of Board in the
International Institute of Business Valuers oriiBV.

In June 2023, he receives another promotion as
a Managing Director of AaRVF. He previously
held the position as anindependent director.

His contribution fo the expansion of AaRVF is

something we eagerly anficipate.
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B KANAGA

SABAPATHY

Shri. B. Kanaga Sabapathy is a senior
valuer, with more than 40 years of
experience in valuation of immovable
properties.

He is a registered valuer of Central
Board of Direct Taxes under Black
Money Act and Wealth Tax Act. He was
the National Vice - President of
Institution of Valuers (India) for 11
terms. He has authored 37 books out of
which 31
immovable properties. He has so far

are about valuation of
written 848 articles about valuation.

He has given lectures in more than 250
seminars which include National,
International and Global level seminars.
So far, he has conducted 103 seminars /
webinars in valuation at Tiruchirappalli.

He is the recipient of 19 awards. He has
visited 52 countries.

He strongly believes in "Let the
knowledge spread", and it shows in his
active participation in the seminars
conducted nationwide.

R.
JAYARAMAN

Shri R Jayaraman, Registered Valuer
under Wealth Tax (C-1 /393/1997-98),
born in Karur, Tamil Nadu State India,
graduated in civil engincering from
Regional Engineering College, Trichy in
the year 1976.

He started as Site Engineer with BHEL,
Trichy; also joined Alkali & Chemicals
Limited, Tutucorin as a junior enginer,
and later joined a civil construction firm
as aresident engineer in the construction
of chemical industries in and around
Cuddalore and Pondicherry. Later in
1997, when Shri B Kanakasabapathy
introduced him in the valuation field, he
started practicing in bank valuation and
specialization inTax valuations.

He has published few books on IBBI Exam:
Study materials and MCQs, Tax Valuation
for Capital Gains, and also on Tax
Valuation on Cost of Construction.

As a faculty, he is very active and has
participated in many seminars and
presented articles in the seminars, all
over India.

VALUER'’S BULLETIN

Study Material for

VALUER

Written by:

B. KANAGA SABAPATHY

R. JAYARAMAN

/AN

AaRVF

ASSESSORS AND REGISTERED VALUERS FOUNDATION

IBBI/RV0O/2021/016

)

rIRST PHYSICAL WORKSHOP FOR VALUERS

Assessors and Registered Valuers
Foundation (AaRVF) held its first
physical Workshop on Valuation in
Bengaluru, Karnataka, India on April 9,
2023 with Shri B. Kanaga Sabapathy,
Shri R. Jayaraman, and Mr. K.S.
Nagarajaiah as speakers.

The workshop was for six hours and
featured discussions on topics such as:

. Valuation for banks - Primary,
Collateral & SARFAESI

. Valuersin criminal proceedings

. Adjustments Principles and
Procedures in Market Approach
with Practical Case Studies

. Capital Gains

. Section 50C of Capital Gains.

Shri B K Sabapathy and Shri R
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Jayaraman has converted their
session content in the form of Study
Material for valuers, and is now
available on the AaRVF website under
AaRVF Updates > Digital Library >
Publication.

The study material serves as a
valuable resource for those in the
valuation profession.
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MEMORANDUM OF UNJERSTANDING [MOU]

AAQRVF expresses immense
excitement fo share the information
regarding it's recent Memorandum of
Understanding (MOU) signed with
Banking Finance and Insurance
Institute of Nepal on the 23rd of April
2023.

Assessors and Registered Valuers
Foundation is a non-profit organization
undersection 8 of the Companies Act,
2013 created to make valuation
education accessible and affordable
to all aspirants in India and to enable
them fto practice valuation as
Registered Valuers.

Banking Finance and Insurance
Institute of Nepal (BFIN) is established
with the main objective to offer

PLAN

PrROPOSAL -

ACTION

training, workshop, and seminar and
enhance the knowledge, skill, and
capabilities of the employees of the
financial sector and ofther
stakeholders, conduct research,
placement services, and consulting to
strengthening the financial sector,
offer specific accredited courses and
creating data bank for the use of
banking community and help
strengthen the financial system in
Nepal.

The purpose of this MOU is to impart
fraining and education to valuation
professionals, including the exchange
of ideas related to new
methodologies, developments, and
learnings in the field of valuation in

both countries, and much more.

This agreement is a chance fowards
myriad of possibilities it presents for
their members, and will surely
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strengthen the prospects of both
organizationsin coming months.

It is not to be missed that recently
AARVF has signed two other MOUs as
well, one with the Nepal Valuers
Association (NVA), Kathmandu,
signed on the 08th of January 2023
during the Real Value Conference, at
Chennai, Tamil Nadu (India) and the
other is signed between the Assessors
and Registered Valuers Foundation
(AaRVF), India, International Institute
of Business Valuations (iiBV), Canada,
and G&G Skills Developers Private
Limited (G&G), India on the 06th Day
of September2022.

The purpose is to impart basic, and
advanced ftraining programs for
valuation professionals, including the
designing of course structure along
with the sharing of innovative
approaches, and breakthroughs.




C
MOU

Memorandum of Understanding

Is signed between
ASSESSORS AND REGISTERED VALUERS FOUNDATION

www.aarvf.org
and

BANKING FINANCE AND INSURANCE INSTITUTE OF NEPAL
Wwww.bfin.com.np

on April 23rd, 2023.

AaRVF is thrilled to have this opportunity
and for the scope of opportunities
which this MOU can bring for our members.

OO O O Yol

www.aarvf.org | info@aarvf.org

ASSESSORS AND REGISTERED VALUERS FOUNDATION

IBBI RECOGNITION NO: IBBI/RV0/2021/016

i

AARVF 'S
RECGISTERED
VALUERS

COUNT REACHEL

* AS PER THE RECORUS TILL MAY 2023

AaRVF's registered valuers have reached 3 digit count which indicates that the organization has a high
level of demand for its services and a solid reputation in the industry. With a team of skiled and
experienced professionals, As the organization continues to grow and expand, it will likely attract even
more talented valuers and cement its position as a fop playerin the valuation field.
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Call the Coordinator 1838' q831u
for details:




We are accepting registrations for

(on a discounted fee for limited period)

FEE DETAILS

One Time Admission Fee Rs. 15,000/-

Annual Membership Fee is now *FLAT Rs. 20,000/-

(For one or more asset class)

* which is reduced from 25,000/- for the first asset class
and 10,000/- for second asset class.

PLEASE NOTE: All the above fee is excluding GST.
GST shall be charged as applicable ( current GST rate is 18%)

For more details, feel free to connect on:
info@aarvf.org

J0IN US.
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We conduct
regular Weekend

Batches
Fri-Sat-Sun

MEP TRAININ%

® Because our participants are among

the top scorers in the IBBI Exams.
® Eminent faculties who guide you with

live sessions and provide you

notes + PPTs to practice
® Team of coordinators for Step-to-Step assistance
® Lowest fees for everyone:

Primary Members + Registered Valuers + Enfities
® Online Mock-Test with unlimited question

to prepare for the exam

A& WHAT MAKES US UNIQUE

We are the ONLY RVO, fo infroduce

'‘One-Stop-Platform’;

an online platform which enables
individuals/businesses to engage with
highly skilled professionals.

Know more about OSP at: osp.aarvf.org/

...and we are a paperless RVO, providing online
services without any paper work involved.

Excel with the experts!

www.chooseaarvf.org

PAGE 51




AARVF'S B-MONTHLY JOURNAL | VALUER'S BULLETIN

Crossword puzzles can be an
effective and enjoyable way to

learn and reinforce concepts and

terminology. They engage your
brain in a fun and interactive —

manner, making the learning

process more enjoyable and
memorable.

By playing crossword puzzles in

valuation, you can enhance your
understanding of key terms,
definitions, and concepts related
to valuation methods and other 4 5

relevant topics. It encourages you
to think critically, recall
information, and make

connections between different

concepts. 7

Furthermore, crossword puzzles
provide a context for actively
using and applying your
knowledge, which can lead to
better retention and 8 9 10
understanding of the subject
matter. They challenge you fo
think creatively and solve

problems by recalling and

applying your knowledge in a 11
structured and engaging format.

Overall, playing crossword puzzles
in valuation can be an effective
educational tool that combines

12

learning with entertainment,
making it an enjoyable and

efficient way to enhance your
understanding and retention of

valuation concepfs.
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ACROSS

DOWN

This value represents the value of old materials in
a building, less the cost of demolition. (5)

The acts prevailing in the locality affect the
market value of the property. This statement is
%

The market value of a plot is comparatively ___if
it is perpendicular to the road (for sentimental
reasons). (4)

It is the expenditure to produce a commodity
having value. (4)

__isafunction of time, place and purpose. (5)
The value of certain plots is comparatively _ifit
is a corner plot and there is no restriction on FSI
and usage. (4)

It is the rate of the land which is recorded in the
reqgister of the registrar's office and used to
determine the stamp duty at the time of

registration of the documents. (?)

ANSWER KEY

ACROSS DOWN

1.  SCRAP 2. PRICE

3. RIGHT 9, SALVAGE
4, LESS 8. WRONG
6. COST 9. SUPPLY

7. VALUE 10.  MARKET
11.  MORE

12. GUIDELINE

It is the cost of a commodity plus an w
additional reward to the producer for his =

=
=]

labour and capital. (5)

It is the value of machinery realised on
sales when its useful span of life is over,
but sfill, it has not become useless. (7)
Guideline value plays an important role
while certifying market value for security
purposes to banks. This statement is

. (5)

Value is determined in the open market
and demand. (6)

This value is the sum the property will

by forces like

fetch if sold in the open market. (4)

A new PUZZLE section has been introduced in AaRVF's Bi-Monthly Journal 'Valuer's Bulletin' and

interested contributors can send their entries to editor@aarvf.org.

B.E., D.Arch (Hons.)., A.LV., M.L.E., C.E., M.IS.T.E.
REGISTERED VALUER & CHARTERED ENGINEER

AUTHOR OF THE BOOK: “LET US REFRESH OUR KNOWLEDGE"
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