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Japanese Association of Real Estate Appraisal (JAREA) is pleased to respond to your
request for comments on the exposure draft, Proposed New International Valuation Standards
published in June, 2010.

Responses were examined and issued by International Relations Committee of JAREA.

The responses are made exclusively about real estate issues, which are specialties of
Japanese real estate appraisers, and therefore, do not cover all of the questions.

We hope the comments attached would be useful to elaborate the New International
Valuation Standards.

Sincerely,

MAEKAWA, Keiko
Chairperson of International Relations Committee
Japanese Association of Real Estate Appraisal (JAREA)
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GENERAL QUESTIONS

1. The proposed new edition of IVS follows the recommendations of the Critical Review that
was commissioned by the old IVSC in 2007. Among the key recommendations of this review
was that in future editions of the standards the term “International Valuation Standards”
should apply to all pronouncements, not just to a limited number, and that all
pronouncements should carry equal weight. In this draft the previous distinction between
“standards”, “applications” and “guidance” in the titles of various documents has been
removed. However, the Board recognises that standards still fall into different categories
and has identified these as General Standards, Application Standards and Asset Standards,
and grouped these together.
Do you find the new structure of the Standards to be logical and easy to follow? If not,
what alternative would you propose?

QOIVEREDEAIFTBEITLLID, FMYPLTNTLEI M)

A, HHEN BAAREER EH2 (JAREA) HERZEER (CIF, EBREER LWV ,) 3. A
Standards DRI TFRELME, BEAMENRIZNTEY | AT WNEB R E T,
International Relations Committee of Japanese Association of Real Estate Appraisal
(hereafter, IRC/JAREA) finds the new structure of the Standards is logical and easy to

follow.

2. The Application Standards contain some information on the background to the valuation
requirement and the Asset Standards information on the asset type in question and the

characteristics affecting value. They also identify particular actions that should be taken in
order to apply the principles in the General standards to the particular valuation purpose or
when valuing the particular type of asset.

Do you consider that the combination of background information and specific
directions to be helpful? Would you prefer all background information and
explanatory information on asset classes to be removed from the standards so that
only the specific directions applicable to each application or asset type remained?
(EREEE. BEOREILIC. BERO. FHENEFEZEATHET . F-. HEDFHEH
PEEOBBEILIC. —BREEOHTTERT HRAZHECLTLES,
CNODEHKIFFERTLEIN,)

A HEEZESITERDEIZBWTNew IVSEE L ET,
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& PE (300series) (X DRHEICIR U TR D5 EOBERBFET S0, ERICEE
FTAREFAIZEET D EITAMEBERET,

IRC/JAREA support the New IVS from the following aspect:

There is a need for specific considerations according to the type of asset. Therefore, the

combination of background information and specific directions is helpful in 300 series.

It is currently proposed that the final version of the Standards will be published both in hard
copy and be available for downloading from the IVSC website.

Which delivery method for the new edition of the standards are you or your
organisation likely to use?
(RN TELSHRYID, Dz THA FADBELELELLEZHEVETH, )

EpsZ B213. hard copy &IVSC websiteDili J5 & v vE 5,
IRC/JAREA will use both methods; hard copy and download from IVSC website.

IVS101 —f&#tak OVRRAY

A.

This Standard is intended to explain fundamental concepts and principles that are referred
to throughout the remainder of the standards to assist in their application. Some of the

material has been carried forward from previous editions of IVS and some new concepts
have been introduced, for example the discussions on market activity and market
participants.

Do you consider that this objective has been met? Do you consider that there are any
additional valuation concepts and principles that should be considered and
discussed in this standard?

(CCTIR, HREDMDHNZBEL TERSN TV AERNGEZOCFEAIZDVTHRATL
F9, WKOMDEBIFRRNSEIZEDNTUVETA. LWKONEFHLLEIEE L THEN
ShTWET, HIZIEHBES (market activity) ¥HIBSM#E (market participants) T
ER

COEMEE->TVET N, MICEBT NS BPZOCRVEHY FIH. )

AT — e T OURRIZ @3 2 B Z @k L T D & W E 9728 & 6 Il & 47
HI9 IR A 22 3% (the most fundamental factors) & L C % H (utility)., i/ M (scarcity), #ksk
(desire). H&'E J1(purchasing power)? J-> % additional concepts & L CAL. U2z T
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A% (highest and best use)2Milif& 2B 2 HE R LAFRIO—>ThHh H Z & 2T
ZEEBRRELET

IRC/JAREA considers that the primary objective, to explain fundamental concepts and
principles, has been met. However, we propose to add the following concept and principles;
As additional concept: 4 fundamental factors to generate value. They are; utility, scarcity,
desire and purchasing power.

As additional principle: To explain that the highest and best use is one of the important

principles about value.

5. As indicated in paragraph 4, the word valuation can be used with two distinct meanings.
Where the word is used in the Exposure Draft the Board believes that it is generally clear

from the context which sense is intended and has only added words to emphasise whether
the reference is to the process of estimating value or to the valuation result itself where
there is scope for ambiguity.

Are you in agreement with this approach or would you prefer the word “valuation”
either not to be used at all or always used with qualifying words to indicate the
intended meaning, for example “valuation process” or “valuation result”?

(85T 74THIF=&L S, §1f (valuation) EWSHEIZDDELDIERTHEHLNT
WEJ, AETE, FEFEEREEDFIRLFMOBEREZDLODWMEEZEH. WEDK
AE—REICIEXIRMNSBAETHASEZZATVETA, HEDOPFTE, BHRINHDIHEEIC
RBYU., EELTHEINZRATHIEREMATLEY,

COHREEXFLEID, FHELWSEEZESH. COFTRERFELEHLTITFHETFIE.
HAHAWNIFTHERERETNETLELEIN, )

A. EBEZEEXIIBATOEDIZRT 2 IRl O F &2 R LET,
IRC/JAREA supports the current IVS ED use of the term “valuation”.

IVS102 FHEEFE

6. Previous editions of IVS have identified the principal valuation approaches listed in this
proposed standard.

Do you agree that these three approaches encompass all methods used in the assets
or liabilities that you value? If not, please describe what approaches you feel have

been omitted.
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(RIARM 5. IVSIFEARMWGFTFMDFEEBRRTVET, CHO=ZDDFEFEELEED
FHEICBEVTAVLONSETOFEEZEAFTITH, )

A EHEZESIIIVSOEDI R ENEBUTRA LT,
IRC/JAREA agrees with the current IVS ED.

7. Paragraph 6 of the draft sets out a proposed hierarchy of approaches which indicates that
the direct market comparison approach is generally to be preferred where there are

observable prices for similar assets available at the valuation date.

Do you agree with this hierarchy and do you consider it helpful? If not explain if you
would prefer to see no reference to a hierarchy or would prefer an alternative
hierarchy.

(RED/NRZTZ76(F, FEDOIEGMFTEZLTE Y., —fIC, BEERICEVTHET
RGHELUDEENRETELHAICE, EEMBLEEENMEBESNSGIELTVET, D
IBRLAF IFICERL. BREEZAFTH, )

A EHEZESIZ YEB 2 AR LET, Lo L WS Ml bMiEL RO 2 Hik e LTI,
EETTE e (direct market comparison approach) TiE7Za <. fEki@ v Bg | HF bk
(sales comparison approach), &9 HiEEZH WA RE LB X FET,

IRC/JAREA agrees the proposed hierarchy. However, we consider that the terminology
“sales comparison approach” is more appropriate than the terminology “direct market

comparison approach”.

8. In the current edition of IVS, the term “Sales Comparison Approach” is used to describe the

process of estimating value by comparison with the prices of identical or similar assets in
the market. The Board received representations that this term was too restrictive as it
seemed to preclude market evidence that was not related to an actual sale. Some
advocate the use of the term “Market Approach”; however, others find this confusing as both
the income and cost approaches can use market based inputs. The Board also received
evidence that some believed that only a “market approach” could be validly used to
determine market value. After deliberation the Board has proposed the term “Direct Market
Comparison Approach” in this edition of the standards.

Do you find this change of terminology to be helpful? If not please explain what

alternative you would prefer and why.
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(BRITDIVSTIL, HX5IHEH|LLE % (Sales Comparison Approach) &, HiiGMDELDEED
Mt EDULREITI CEICK VMR EREETHLDELTRRONTVES, Thizx L.
COXRBIMEMICTE, EBROIMBIEIMAZVEREHBRLTVDELSICEDD, &
DA HYFEY., [MEFEI EVWSHFZESI CEZRETHIEFELVEIHN, INAEE
LRMELTIET —FICEIKHEZFES LM SRAT S, LORFAEHYET. £B
RIE. THHEFEI TEHBVWEVTHA=0. TEEMIGFLEZE (Direct Market Compar ison
Approach) | MRAEZRELTLET,

CDESHABOERIIEREEZTTH, )

A HEZESFIUTORBIZEVHF LWVWHEORHAZ XEFLEEA,

BRI U 7= B | S B RS A3 T B O LM D 720 D D KFET — 2 Th 5 Z L 1N T,
LovL, MR E b TRER TREINE E A EEWNEAIC, HiSEHL (market evidence)
DHEPFZILT 52 & b EH LR ER/RNbDEERXE T, £I T, ZOFEOEEMEL
BMODEIRT —=ZITONT, TRHEMWHZ LI FEZHRTLIZ L RO
TEEZFET, L, WEIFFILEIEDOLAPRNT, FEO AR R BLE LR HF T
RTHOTHY, EELELEELTWVDAHLDOTTNG, TOLAMELR TR TRV
ZXET,

IRC/JAREA doesn't agree with the new terminology because of the following reasons.
There is no doubt that the prices of actual sale are the best evidence to obtain market value.
But we understand that it is unavoidable to expand the range of market evidence when the
market is inactive and there are almost no transactions. In such cases, the use of non-actual
sale prices may be admitted only if other reliable data can reinforce the approach.

Even though, the terminology "sales comparison approach” describes the basic idea of the
approach to the users very simply and straightforwardly and it is a consolidated term in

practice. Therefore, the terminology "sales comparison approach” shouldn’'t be changed.

IVS102 ffifE DFESE

9.

Basis of value is defined in the draft as a statement of the “fundamental measurement
assumptions of a valuation”. In the current edition of IVS it defined as a statement of the

“fundamental measurement principles of a valuation”. Supporters of the proposed change
believe that the word “assumptions” is more precise. It is self evident that a basis of value
is a principle but IVS needs to explain the nature of that principle. The bases of value
defined in IVS all consist of a set of assumptions that define the underlying hypotheses on

which the value is based. The fundamental assumptions within a defined basis can then be



A.

10.

IRC/JAREA Response to IVSC New International Valuation Standards Exposure Draft

used in conjunction with additional assumptions or special assumptions as explained in IVS
103 and 104. . Others prefer to retain the use of the word “principles”, while some consider
that a basis of value is more precisely described as a statement of the measurement
objectives of a valuation.

Do you agree with the proposed change to the definition? If not indicate what
alternative you prefer and why.

(RETIHMEDTEEZ FFEOERMAEICE TI2REEFHERATLHLEDELTVET,
BIRTIE, MEDEH L (T, FMEOERMREICES T HAREH L >TVET, SED
EEOXFEIL., FHEOERNIREGET I ENIYVERTHIERELTVET,
MEDEREE., RE (KE) THAHZEFBEALATT A, IVSEZDRADHEEIZ DT
I OBENHYET . IVSTERSIN TV SEEDERIF. $T. Hi{EAL > TILDHE
ENLHEDEDE L T—EDFREFHDLLICEREIATVET, EBEINEBHEOER
HIRTREM X, IVS10340104 THME N TV S RHREH ORI OFTIREH A EHhEh
TEHhTWET, [REl Z2XHITHI30L0VFET., —A T, BECERHG. FEDAE
BHEIDRPELEANLYEETHDEEERTHAEFLVET  SEDEEEZXHFLETMN,)

ERZ BT, premise (Fif2) WO FE~OLEHELZREL LT,

principle &\ 5 BiEE T, LS WFERICIE E | Hl > TEWA AR & 72 0 9723, premise
L AR OFEEESRIL & T 5 EAAHRONEZ, KVRRICRT N TEHEEXE
D

IRC/JAREA proposes a use of “premise” (fundamental measurement premise of a
valuation) instead of assumption or principle for the new definition. We think that the term
“premise” expresses more precisely about the underlying hypotheses on which the value is

based,

A change is proposed to the definition of Investment Value. The Board had received
representations that some are confused by the distinction between Investment Value and

Special Value in the current edition of IVS. The Board has proposed to amend the definition
so that it only reflects the value to the owner, not the value to prospective purchasers. The
rationale is that a prospective purchaser for whom an asset had value in excess of that to
market participants generally could also be described as a special purchaser, which is
separately defined. A reciprocal change is proposed to the definition of “special purchaser”
to make it clear that it can include a single buyer with a special interest or a restricted class
of buyers that can realise additional value not available to the market participants at large.

Do you agree with this proposed change? If not, please explain why and what you
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believe the distinction is between investment value to a prospective purchaser and
special value to a prospective buyer who can realise that special value to be?
(BREMEOERIZOVT, EENMRESIATVET, RITOIVSTIHIREMIE & 45 5IHE
DRANEEN DD, LDEFAHYET. ZEERE. CANLDEWVFIZ L > TOFfifE
TGS, MBBICEDTOMEZRBRT HED. EDERICERESTSHLERELTY
Y. CADLDEVFIZE > TOMENERFFHANMEICENVTERESNLEZEZDD
NEEMTHY . REMEL FAIERSINETT . AEIZ, FIHOEWF] 2DV TH,
BHRADOHEZ L OEROEVWFO—ROMBZSMENERE TEHEL S B NfH{EZEER
TEHCEDTESIRESNEVWFZLELC CENHALNCHDILILEENMEESINT
WET, COERZXFHLETH, )

ERZEAERIT, SEDEDICRRBM SN TV O EREFFLET,

& ffE(investment value)lZfT A H L7 IITAEE &L 2D TEDEIZE » TRADMETH

5EDERIT. K<EBELTRBINTHY , FICRENATHEIZ OV TRERDFFA D

HRTERMFEIC L > THAT 5 2 L Zaif L7t & Z oREMEICEEND b0 L #

RENTWET, LR TREMEDOEREZLELT LI LITITHERTEEEA,

T L AHFHIMMfE (special value) ik, B2 g9 2 BRICH AT 5 HE 70 iifiEl & SOk U 72 Afik& o

£ oz, BEOFMEICERT 2R OMEE LT, REMEZZERNVHDTHLZ L%

HEIC T RE B2 ET,

IRC/JAREA support the current definition of ED (para.12-13 of 103).

A definition of Investment Value as a subjective value of property to a particular investor,

including prospective investors, is widely accepted. It is widely recognized that the concept

of investment value relates specific value to a specific investor with identifiable investment
objectives and/or criteria, including their own funding plan. Therefore, we do not agree with
the proposed change of the definition.

Special value in current ED is defined as an amount that reflects particular attributes of an

asset that are only of value to a special purchaser. We propose an additional explanation to

this definition where;

1) clarify that the special value refers to the marketable assets in a limited-market of buyers
and sellers(special purchaser), created as a result of consolidation including land
acquisition or subdivision of assets. Thus, synergistic or component value is premised on
a limited-market concept, such as marriage value, and

2) do not include subjective attribute of the owner such as funds or investment decision

making criteria, therefore, investment value is not included in a special value.
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The Board has considered alternative names to “Investment Value” for the basis of value
that describes value to a particular entity. Alternatives suggested include “Entity Specific
Value”, “Owner Value”, “Value to Owner”, or “Invested Value”. Critics of Investment Value
consider that the term is insufficiently precise; although it is a measure of the value of the
investment in an asset to a particular party, it can also be interpreted as being the sum
required to buy an investment in the market. Others consider that the term is sufficiently
broadly understood that any change would cause confusion.
Do you support the continued use of the term “Investment Value” or would you
prefer an alternative? If so, what would that alternative be?
(REREF, REMEICKA T, RO20EMEEZTVET, HIZIE MFEME (Entity
SpecificValue) | TRFEEMME (Owner Value) | TRREHEIZ & > TOIf{E (Value to Owner) |
MR B &AMEfE (Invested Value) | . MAD MFEME] (. T+HTHY. HREDEDEK
BIZKLAMEZAETSALDTEHYEIN, TIGTEDLNIEETHI LRSI L
LHYES, —ATHRAED REMIIE] (T, E{EBRSINATEY., TENEEAZEC LD
HHLHYZFET,
WERERL MREMIE] EWSABZAVSRNETLEID, EEIARETLEID (£
DBEDEEE) . WThEXFLETH, )

FEFsZRE =T, [HREMiE ks HIcEmk L £,

UHMFEIL T I HoIc I, —NICER STV EEZX LD 2D, BHEITA
BORILEZH EEXLET,

MfefE IC 7z > TliE, ERORILEZ ST 572010, EXRENMICT OREIFFLET,
ZOWE, Rl & OB 2RI NE LB ET,

IRC/JAREA support the continued use of the term "Investment Value”.

The change might cause unnecessary confusion because the term is widely recognized and
used.

To avoid the confusion or misunderstanding, we support the idea to define the Investment
Value more precisely for the continued use of the term. In this case, we think that it is

important to make a clear distinction between Investment Value and Special Value.

In IVS highest and best use (HABU) is treated as an inherent feature of market value. This
follows the economic theory that the price of an asset which is fully exposed to all potential

buyers will sell for a price reflecting the most efficient or productive use of that asset. Other
literature that has been published recently presents highest and best use as a separate

concept from the price that would be paid in a hypothetical exchange between market
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participants.

Do you agree with the approach taken in IVS? If not, explain why not and give
examples where you believe the highest and best use may be different from the
market value.

(VST ZAEMERZHBEEICTARGLDEMEMTTVES., COEXAE. T
RTOBEHEVFICORSINE-EEL, TOL & LREMNLGRIAAEE RIR L @i
TELNDTHAI EVIBFERICLIEN oD EL>TVET,
RIEFETSNEROHRYTIE. REMNERAZ. TESNEOR TORBIBTILHN
BTHAIMEERFRLGHIMETELTELATVET,

WVSHOZEZFZXHFLETH. IBFLBZVOTHNIE, flzHFTHEMEL TRGIRE
MERZHRBAL TSI, )

EFRZ B2, @RIOAREPEOEEFHMICEE L Tid, IVSORHICER L £,
BAMER (HABU) MNifiGiifEz RH D ETORMHETH D &9 B 2 ik, 2R oRE)
PERHM B ICB W THIBOIR TH Y | OXPRBDEVIHNRIEIZH 5L DHEZHITE
IEZ2nb D& EZET, THMEOHMNICHT- > T, —D>ORAMMERICE S R
ThHY., —DOREIZEBORANERNNFET D EEX DT LITFHEOFEE LIRS &
HTEITRET,
IRC/JAREA agrees with the approach taken by IVS about the valuation of market value of
individual property. The idea that “HABU is the fundamental premise to obtain market value”
is a generally accepted principle in valuation practice worldwide. The expression may vary,
but the underlying idea/concept on which HABU is based is the same. A market value of a
property must be based on a single HABU. Therefore, the idea that accepting more than

one HABU on one property will cause confusions in valuation practice.

L2rLZR 5| IFRSIZEWTIE, ABERFONLEND, TOMOEEL —KE LTDI L
— 7L LTOREOHRGI ZREE LIMAMIES .. AEMIEE 725525272 ->TEY,
Z OMERMEIX R AERIC RS b0 L LTWET, IVSC 1X, IASB DA% 1T T,
G PE A BTG 256 ORA RIS < e (e R & L TidiaiiE)
ThodDO0, EMGEEZATREE L7V —7L LTORAMERIZESERMETH S
2 REC DO LTIz R 2 R&E LB E T,

However, IFRS/ED has further proposed to develop the concept of value in use as a fair
value from the accounting point of view, to include the HABU in use as a group. As a result,
the same property can have quite different values depending on valuation premises of
HABU..

Understood those situations, IVSC should clarify the following two value concepts based on

10
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different premise:

1) Value in-exchange (market value ) of an asset based on its HABU in stand-alone premise
and

2) Value in-use of an asset on its HABU as a part of the group asset assuming its continued

use premise.

In the existing IVS a clear distinction is made between fair value in general use and fair
value as defined in IFRS. Some found this confusing since the definition of fair value in IVS

was identical to that currently appearing in IAS16. Although the IASB is likely to change the
definition of fair value in IFRS in its proposed new Fair Value Measurement Standard, in this
draft the definition of fair value in general use has been changed to emphasise the
distinction from the usage of the term in IFRS.

Do you consider this proposed change in the definition to be helpful? If not, please
indicate how you believe it could be improved.

(BRITDIVSTIF., — MG AEMBEEL IFRSTEZESIN A LA EMEDHAELZZENEZRLTL
F9, IVSOAEMEDEEE. IASIBISREATVSLDE—HLTWADTEELTY
H5EIICHLRAFET, IASBIE., £DH L LVWAEMERAMEELEIZSE T, IFRSOAEMED
EBREEALOIELTLETN, RAETIHIFRSOFEWNALEDRB BT 5L 5 12—
MENEMENERZEATVET, AHEOLEFZXRHFLFETH, )

EERZEARIE, BEOL ZAH, NSOMIGEAMEEXET,

IVSC (X IASB (Zxf L, EPERHMIZ 31T 2 His i iale: & Uikl 2 K> 512 & 7z > TORF
MFAIZBHA L, FfEEE5 2 LM EEEZLET, IVSC 1L, IASB IZxF L, & E O
FYE N IFRS O EMIERE UG 2 5D i fE(market value) & £ F ffifif (value
inuse, use value) DWPENTE L LD BX HOEMEIT IO R LA RETRELEXE
D

IRC/JAREA currently considers the measure taken by the IVS is helpful.

We consider that IVSC should emphasize IASB how impotrant the concept of the market
value and valuation principles for the market value estimate. IVSC should propose IASB to
clarify the fair value measurement, so that the valuers in each country can properly present

valuation services for the fair value under the IFRS.

11
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IVS104 ¥ O&FH

14. Previous editions of IVS did not have a standard relating to scope of work, although the
need to record the valuation instruction in writing was included under the heading of “Code

of Conduct”. The Board considers that a more specific standard is required to detail the
minimum acceptable scope of work. This reflects established best practice in many markets
and provides the necessary foundation for the valuation process to begin.

Do you:

a) Agree with the inclusion of a standard for scope of work in IVS?

b) That the minimum contents identified in the draft are proportionate and represent a
realistic minimum standard?

If you disagree, please explain why.

@ATRRIZENT, MEZEDERDOP THMOIETEEEZRLHRT SLEMRE TTHHRE] O
BITEFENTOWELELN, EHFOHEHEICOVWTIEHERNHY EFEHATLIz,. EELELT
F. REBROHABREHHEEAZHRAT S, FUFHHMGEENBELEEZITVWES, CDZE
FZ2<OHBITEVWTREDITENTELI L ERML, FHEFEEZRIRT 5-HICRBE
BEBERHLETS,

HIET=IE

a) EBOHEELIVSOEEL LTEDSILICTEELEIMN?

b) EDOHRTR/IMEDABTELE LTERINTLSLDEHENENTLT, BEEMICR/IE
DEELLTREINEZRELDTLEIMN?

LLRABTZELLDLG O ERE JHBACZEL, )

A.

a) EEZESFIIVSICEELET,

& PE ORI I LT, R A OFEAT O FEPH & B A BIEIC T 5 b TR O i A Bk

T oRELEXET,

b) HEEZBXRIE. UTONELELRELEIET,

At ZAT OISl > TR, T8 LTRHMIiZITZ & &lnoTedn), FF TED L) iy

W& o TRHl ORI T o T2 &0 O T ORI DT ST DWW T bl T N & & &F %

£

a) IRC/JAREA agrees with IVS..
We consider that to determine the Scope of Work at the time of engagement is a
necessary process to set out the limitations and restrictions of the valuation and the
valuer’s responsibilities.

b) We considers the following matter should be included also;

12



IRC/JAREA Response to IVSC New International Valuation Standards Exposure Draft

To address the background which led the necessity of the valuation: (additional

explanations to the valuation purpose)

IVS105 FHliEE

15. This proposed standard is significantly less prescriptive than the equivalent standard IVS3
in the current IVS. The proposed changes reflect the general recommendation of the Ciritical

Review Group that the standards should contain less prescription and focus on principles. It
also reflects the need to ensure that these standards can beapplied to a wider sector of
asset classes than previously.

Do you agree with the changes that have been made? If not, please explain what
provisions of the current IVS3 you believe should be carried forward into the new
standard.

SERETHIHEEL, WIETHHRTOIVSOIVS3& Y LREMBITEA DG HE>TOET,
SEHREREZESNATVWSZERF, BEFRAUZDGILRAMCERZEIRNE L S0ritical
Review GroupMIREZKRM L TWET, Fl=. ThoDHEEF, #ATLY H L YIEWLEE
DEEICEASINDGLDTHIEVWSIRDEMZRBRLIZLDELG>TVET,
CDEOSBERICEELEFTH., BITDOIVNSBDOP THREEICERITANESEELAHNILHEAL
TLEEEWL, )

A EHEZEBSIZ, VSOETICABELET,
Bl Z S 7z Scope of work DS & A EDOFHEHFHE OORNBVIZHONT, S HIT
ANz 52 L MELET,
IRC/JAREA agrees the change proposed by IVS.
We propose to add more explanations about relationship between the new concept of

Scope of Work and the minimum requirements in valuation reporting.

At

16. The standards in the 200 series relate to valuations for specific purposes. They provide
guidance on the background for the valuation requirement before setting out specific
matters that should be reflected or considered when applying the principles in the General
Standards. Some consider that the fundamental principles of valuation should remain
unchanged regardless of the purpose for which it is being prepared and therefore these

application standards are superfluous. Others consider that it is important that valuation
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standards highlight factors that could be relevant to determining the appropriate valuation
hypothesis for different purposes, and to set down criteria to ensure that reports contain the
appropriate information.
Which view do you support? If you consider that future IVS should contain
application standards, do you consider that the degree of detail of those in the draft
is appropriate and help the better understanding of the valuation requirements?
(200series(IFEDIKBEMICEELI-EDELEH>TVET, ThblE. —BHUEGEED
[RAIZERAT HRICRBRENEIRE, HAVWEBEITREHEDRIAEICDODVNTHENDHID.,
FBOERIZCOVTOFSIEZRLTVWET . BHICERE CFFHEOERMGEREIFEE
FTRETEHLGL, ChoDBREHEITETHLLEVWIZBANHYET, — AT, FFHEE
#F, BYGFTHMOREZRES 51-0IC, BETLIFREZRAITSILEEETHY.
BUGEREEATVES L ZHRBT I-OOREELTRETILENEETHDHLEEAT
WET, ELLDEZAZXFFLETD, FHEDIVSITERIEHEELRELEZLDTH
2 nIE, AEOREDEEFELUTLLOD, FHENEFELIVERTEDILDEL-
TULWFETH, )

FEAT O JFAINZ DU TREHEL L TV 5 100series & i 95 & 200seriesiIAE B O - B B2
CTRHli O BAELRT E D L > TOET, THHORIMITAMRLOEFEND TIH, £
BICBWTKHE I N EETMMO BEIZIZZ o UAOL0LH D £3, Hl 2 IXFERERIC
BT DHERIEHROFTAR R PEIE B OFFATi 72 & T, HEOHEIZOWTH, ZhbDH
MNZIS CTBREOTEHEN H D £,
—JITLIVS A5 Rl & =EFE D & T DRI RO D Rl AR E & L TSI Ak S
LD THiUX, ED O X 5 2 A EEDOFTHITFMEOEF 2T 260 LTAEHATH D
EEZFET,
Comparing to 100 series which address the valuation principles, the 200 series relate to
valuations for specific purposes. These provisions are all helpful, but it doesn’t cover all the
valuation purpose that is often met in practice. For example, valuation of property right
exchange in urban redevelopment project or valuation under the laws related to the
bankrupt or liquidation. Valuations have to correspond such other valuation purpose and
property types.
On the other hand, if IVS continues its focus mainly on valuation purpose related to finance
and accounting, Application Standards in ED is helpful for better understanding of the

valuation requirements.
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17. The series 201.01 - 201.04 inclusive are all concerned with valuations under IFRS. With the
exception of 201.01, which addresses the current IASB Fair Value project, the topics

covered all appear in IVA 1 in the current edition of IVS, although in this draft the text has
been updated and some additional detail included to address issues of particular relevance
to the valuation task. There are opposing views as to the extent and how IVS should
address valuation issues under IFRS.

View (a) is that IVS should not refer to valuations under IFRS at all because the IASB is in
the process of producing its own fair value standard that will clearly set out the valuation
criteria for all valuation measurements required under IFRS and if parallel valuation
standards are produced in IVS these will have no relevance. Supporters of this view also
argue that limited references to the accounting requirements under IFRS can be misleading
and lead to misinterpretation.

View (b) is that valuation measurements under IFRS are intended to reflect market reality
and are not a special type of valuation reserved for financial statements. It is therefore
important that the requirements under IFRS are properly related to wider valuation
principles and practice through cross references in IVS. Supporters of this view also believe
that limited references to IFRS are necessary to help those who are valuers rather than
accounting experts understand the required criteria and assumptions so that appropriate
valuations can be provided.

Which of these views do you support?

(201.01~201. 04[&FT RN TIFRSICEEET 51D TT, IASBOLAEMETAC o FIZDLY
TiRRTULVS201. 01 LUSH &, 2007FFRIVSD IVATH SN N TLVET . IVSIZH ULV TIFRSIZ
MO BMREEDEIICEDEEETINSIRNENIODVWTEERNHYET . LLTOD
ViewdDWFhEXFLETH,

View (a)

IVSIZIFRSIZAM B EHBEIC DT 2 ERTANETIELGL, IASBIXIFRSD I RTICHEL L
HHEDFHEEICOVTHBEDAEMIEEEZERERREICHY . IVSTHERUDEFMEEN
ERESNnT-BE. BEEENGE S, T, IFRSOERT HFIEICHAN SREMSI AL,
REBZEZHEURELNH S,

View(b)
IFRSOFHEAIEIETIZZRMRT S EZERLTHEY . UHBRSICHEOTEEZERLT
WHBHLDTIEAGEL, LIzA>T. IFRSOEFEILIVSOH TOFFHERAOCEFICEAEL-LD
THB. IFRSISOVWTOREMGSIAIKL. KHMNEFRTHEEICOVTOTHADEREZE
Birsl sy, ENNELVFBZTIICHEZ>TREGLDTHS.)
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EREZERIT, LTO XL 2I1CE X, View(b)ZIF LET,
IRC/JAREA supports View (b), for the following reasons.

IVS & ED IZFEH S 1L TV D A IEAEIZ B9~ 2 FEfi IR OXIS & LTiIms L& 2,
IFRSIZOWTEKLTDHHMIZIELWEE R ET,
We consider that IVS should refer to fair value under IFRS and the current provisions in

IVS/ED about fair value are appropriate.

IFRS Tid, E5IE EORANE M 2 B THids TS| LIc S a8 IciismS g i
DAt 2 #2475 & v 9 S AT TRed 5 22 #affifi (value in exchange) & | % DAl D&
PEL —IKD 7 N—T7 & L COfkReE T 556 (TSRS I ([ Rk Ol 2 #2445
& 9 FEMlRTE TR D 2 A (value in use) & i L C . A IEAfE (fair value) Z &
3% S THEgam SALTWVWET,

IFRS has proposed to develop the fair value measurement identifying two separate
valuation premises of value ; a) the HABU of the asset is “in-exchange” if the asset
would provide maximum value to market participants on stand-alone basis
(in-exchange premise), b) the HABU of the asset is “in-use” if the asset would provide
maximum value to market participants through its current use in combination with other

assets and liabilities as a group (in-use premise).

TAE, AEVE O EFEM O SRS W THEN. L TW A RAMEH OB A B, &
Cian :voﬁéf“aa)ﬂfﬁxﬁ@ﬁﬁﬂm}ﬁ*\%ﬁuﬁ& LTWSHDTY, ZOHMHENG S
z@\Wﬁ%ﬁ%k%mﬂmf®m%mM%z%¢é:kﬁ@%f%if Lol
IASB @ T/AIEAMERIEFEYE ) XEMGR B2 H - CTEIZRIEFLAE AR 03 2% 4
HY HARTHEmN D £7,

This HABU under IFRS ED extends beyond the long established HABU concept in real
estate valuation field. We can say that it is lato sensu HABU concept premise in
accounting field. Under this Accounting HABU premise, it is comprehensible that there
is an inconsistency between the HABU under IFRS and the concept of market value
under IVS as described at Question 12.

The IASB is currently in the process of deliberating a new IFRS on “the Fair Value
Measurement”. In Japan, several questions remain to be answered for clarification
about the fair value measurement under IFRS (For example, Example 2-Land at |IE 5-8

under Draft lllustrative Examples ED Fair Value Measurement).

Bl 212, 1ASB DA IEAMAE R E FEHE CII&E PE O BAE O H HIEN A DEH ThRn &
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ZORTREMLMFAE L2 WA I, T OMOBERNRERICEL TH bW 5t &2 1T
IMBETRNE SN TVETDOT, L DGE. VI —TEEOHEDMHEH 27l &
U 7o IEAfE 2 . R PEIC R S L 7o fE MBS E PED A IEMIE & 72 D B2 bk
T, ZOBRC, TN —TBEORNEMEL . REFRISWO DB TRER BBV EET
EB)E FEIZBL Sy D DD,

However, the Fair Value Measurement of IASB clarifies that an entity need not perform
an exhaustive search for other potential uses if there is no evidence to suggest that the
current use of an asset is not its HABU. Therefore, in many cases, fair value for an
individual asset shall be comprised of an individual asset value assuming its current
use and the incremental value to be allocated of fair value in-use premise of the asset
group. In this case, how develop the criteria to allocate fair value of the asset group to
its components? The criteria must be comparable and objective to increase

transparency about fair value for investors.

=T, b L. —EBOERBIE PED AR & BifE & Lo MEO G E 7V — T EED

NIEMfEZ ERlS> TW DAL 5 7225 O, —EROMERBIE E TR RIH ] Z fife &
U 7o ME S A IEMEIZ 72 0 . £ DIE OB EITHAEOHEFEMGE & fife & L7l & 72

DD, ZO%E ., —EOMEBIEFEDN KIT TWDIRPLT 7 — 7 EFEOF AR 13
BETEDDN,

On the other hand, what happens if aggregate value of in-exchange value of some
asset on stand-alone basis is greater than the fair value of the asset group as a whole?
A value under alternative use premise will be the fair value for some assets and the rest
will be applied in-use premise? In this case, will it be possible to estimate properly of

the operating revenue of the group of residual assets?

IFRS (28T, 7 —T7 &L LT ORA MK O U IS < i MME 2 2 EA
L T2E52HFbBRATL2OTHNIE. IVC IXEEFMICBIT L DL I eI V—TF
HPE L BEBEEDBRIZOW T, HIEIC L TS ZENBEEEXET,

If IFRS adopt the HABU concept in “in-use premise” as an asset group, IVS should
respond to this concept and clarify relationship between asset group and individual

asset.
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