| PREFACE |

Practising Valuers Association (India) is once again coming forward
by introducing the Indian Valuation Standards after a prolonged
deliberations by an active participation of fifty one leading valuation
practitioners situated in various cities of India.

We all are of the opinion that, technically our findings are
invariably on a sound footing so, for a long it was felt necessary
that, we should follow the uniform standards of professional
practice, which was introduced in the year 1998 and it is noted
with great pleasure that, all our members are very comfortable
with the uniform standards.

For further advancement to the acceptability of our findings and
reports, a group was set up to study the International Valuation
Standards in the year 2003. Few of our members started
following the standards simultaneously, while they were studying
the standards and have realized that, we can also follow these
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standards in our country. So, a large group was activated to
participate in these deliberations and introduction of these standards
with a necessary modifications, so that, our findings should have a
common base and the deviations are not far and wide, reporting
pattern should be comparable with that of a international valuation
standards.

All the group participants were unanimous on one point i.e. every
one should be a professionally qualified person (i.e. an Engineer
OR an Architect OR a Chartered Accountant basically) and then
he should learn and practice the application of specialized knowledge
to arrive at an estimated value for a specific purpose.

Valuation is a time frame related and purpose oriented and so, it
is absolutely mandatory for one and all who are in field of
practicing valuation, has to keep himself abreast of the latest
developments of economic reforms, technology, various taxations

and restrictive provisions incorporated by the legislation.

To meet with this requirements, leading practitioners are aggressively
practicing and guiding the delegates in their Residential Continuing
Education Programme every year. Coinciding with the Continuing
Education Programme in the year 2007 at Goa, limited editions of
the Indian Valuation Standards were introduced and circulated.

During the past ten months, it was felt necessary that, it should
be redrafted to suit the convenience of understanding in the
context of Indian Economics and various legislations which are
influencing and affecting the findings.

These standards would also be playing a very important role of
governing the fraternity of valuers.
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Today, we are very happy to come out with First Revised Indian
Valuation Standards which are compatible with the International
Valuation Standards.

Along with these standards, we have included common words and
phrases under the title “Glossary”. The words included in the
Glossary are also commonly used by the International Community
of Valuers. Every word has a specific meaning attributed with
reference to its context and so, we are confident that, the
fraternity of Valuers shall prepare a document of Valuation Report
which will stand to the test of time when contested and cannot be
misinterpreted to mislead the end users.

We hope, these standards and the glossary would be definitely
beneficial to the end users of the services of the valuers and would
simultaneously make valuers more accountable to the end users
because these standards also encompasses the code of conduct and
ethics and disclosures of assumptions and limiting conditions.
Their findings should never be misleading.

We are open to receive any suggestions OR improvement /
modifications to these standards, besides, the constructive criticism.

It is a proud privilege of the Practising Valuers Association (India)
to launch these standards and approach the various authorities to

accept them for implementation.
We hope, we would be successful in this attempt.

S.V. Joglekar
Founder President (PVAI)







| nTRoDUCTION |

The Valuation Profession without being designated as specifically
‘profession of valuation’ a has been an existence for well over 200
years now and the skills of a valuers were being demonstrated in
claiming the compensation even in those days whenever the
Government authority had to acquire the lands etc. Every time the
claimants had to substantiate their claims basically with reference to
‘demand and supply’, the importance of location, other special
privilege of the location, etc.

During the colonial time, compensation awards were given invariably
after settlement at Higher Courts, as such, While going through
various documents and judgement delivered in those days, it was
found that, even the judges had appreciated the concept of the
potentiality of particular locations as was being used and as could
have been used such reference are available in many of the
judgements delivered by the High Court in those days.
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One of the excellent citation was the case under reference of
Premchand Burrel and Another versus Collector of Calcutta.
The judgement was delivered in the year 1876 well ahead of the
Enactment of Land Acquisition Act i.e. the Act of 1894 and in this
judgement the principle of potentiality has been recognized. Similar
citation is also available in a popular case i.e. “Chemudu Case”
wherein the recording is very critical and the claimants views were
appreciated by the Hon’ble High Court which originally were rejected
by the Subordinate Judges.

After the Enactment, of Land Acquisition Act in 1894 compensations
were being offered at market value. However, there were restrictive
covenants in the Enactments also under different sections clearly
indicating what factors should be taken into account while arriving at
the compensation and determining the market value and what factors
should not be taken into account while giving the compensation and
determining the market value.

Whatever the situation, it is an admitted fact that, there is an element
of subjectivity, while arriving at the quantity of market value. There
have been attempts to reduce the impact of the subjectivity. It was
very much advocated that, all such subjective findings should be
supported by objective parameters and so, different methods of
valuation were being followed. As the time advances, it was felt
necessary that, we should have uniformity in such findings and such
findings should never be misleading and so, some more efforts were
being done.

Nonetheless, till recent past there was no consensus about these
standards determined by the Professional Practising Valuation. Lobby
in reality a great scope was there to have such consensus, because, in
the era of Estate Duty Act, the registered valuers were recognized by
the Enactment and that also under one authority.
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After the Estate Duty Act was repealed, these registered valuers had
to go in for fresh registrations under the Wealth Tax Act in the year
1986. By then, it was very clear and well admitted, understood and
followed that, valuations are time frame related and purpose
oriented, because, then the requirement of valuation certification i.e.
third party opinion was constantly increasing for different purposes
like Insurance, financial assistance from the bank, besides, the
important purpose of un-earthen-ing the undisclosed income invested.

In the year 1986, the finance bill was introduced with a new
provisions of getting an Income Tax clearance before registration of
documents and it was further amended in the subsequent years and a
new section was introduced wherein the preemptive acquisitions were
introduced. The significance and importance of the valuer went on
increasing as the economy was becoming parallel i.e. lot of investments
were made out of unaccounted incomes. In fact, the matter was so
aggravated that, besides the preemptive acquisition provisions,
Government had to introduce voluntarily disclosure system three times
in continvation to get the desired impact.

While this economy was booming and advancing, the banking sector
also started feeling the heat of the same and has started realizing that
their exposure is much more than the security they hold. This has
become very significant in the period of recession during 1994 and
the problem of non performing assets aggravated beyond any
proportions.

While these things were happening, Government had introduced a liberal
economic policies after signing an agreement with WTO and GAT i.e.
Liberal Imports and inducement to overseas investors. Considering the
impact of various necessities and it was the need of overseas investors to
truly understand the net worth of the project, companies and the stocks.
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They were keen to ensure that, the financial reporting is subjected to
standards which are compatible with International Accounting Standards
so that they can take a well informed decisions.

Under these circumstances, at an organized level many new things
were being introduced and it was high time that, practicing valuers
also should have uniform standards which are compatible with the
standards followed in advanced countries and so, we as PVAI also
started working on the same since 1997 and in the year 2005, we
approached the International Valuation Standards Committee (IVSC)
to allow us to become the member and have the necessary access
views to informaton & which will enable us to introduce such
standards and the benefits of such standards would naturally accrve to
the endusers.

Practising Valuers Association (India) had incorporated a group of
practising valuer members to study the InVS which are being followed
in all advance countries and explore the possibility of implementing
these standards in our country.

All the members made efforts in the direction of evolving such
standards, which could be practically implemented in India keeping an
eye on the ‘InVS’ so that, we introduce the standards which are very
close to the ‘InVS'.

The committee deliberated on five occasions with an appropriate
intervals, and have discussed the various points suggested by the
members visa-vis. the standards followed by ‘IVSC’. The outcome of
these deliberations had been the definitions of various values attributed
under different enactments, was one of the influencing factors which
was creating confusion and was appearing to be misleading and so, it
was unanimously agreed by the Committee that, wherever there is a
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specific meaning attributed to the ‘definition of value’ and if the
restrictive covenants are provided in the enactment, they will over
ride the standards recorded herein. This particular clarity is evolved
and recorded here to clearly demonstrate that, the law of the soil will
prevail over the findings arrived at by the wvaluers, by clearly
implementing the provisions of the enactment so that, all the issues
are properly addressed before a valuer arrives at a particular ‘figure
of value’ / (or a particular quantour of value)?.

After considering this particular aspect and the principle of valuation,
it was felt quite just and also very fair to adopt the ‘InVS’ ‘as it is’
and in place so that, any user of the report should not create a
confusion about the findings of the valuer.

The ‘IVSC’ has also incorporated the basic principles of Code of
Conduct & Ethics which members of PVAI are following since 1997
and they are in compliance with the fundamental concept of generally
accepted valuation principles and Uniform Standards of Professional
Appraisal Practice.

These codes of conduct and the fundamental concepts are also
recorded in the annexures to these standards as they are being
followed for the past few years by all the member of PVAI and for
the information of the users of this book.

It would not be out of place and it would be an appropriate act
on the part of PVAI to record the names of the member of PVAI
who have very actively participated in the deliberation while arriving
at the consensus to adopt the compatible valuation standards

Chsps

(users are requested to take the note of which connotes the
deviation from the International Valuation Standards with reference

to definition OR meaning OR restriction eftc.)
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Members of The Indian Valuation
Standards Committee Management Board of Directors
ason I* August 2006 are :

Anup A. Mohabansi

1, Prospect Chambers,

near G.P.O., opp. Bhalekar Schoal,
Trimbak-Road, Nashik-422001, Maharashtra.
anupmohabansi@yahoo.co.in,

anupmohabansi@rediffmail. compvaiorg@gmail.com

Chairman
094222 52446
[0253] 2501527,
6602265,

R. 2380746
fax-2506172

Shrikant S. Joglekar

307, Best Mulyankan,

opp. Andheri west Railway Station,
Andheri West-400058.

best@mtnl.net.in, mulyankan@vsnl.com,

Founder President of
PVA(])

[022] 26285662,
9821361836

Roshan H. Namawati
22, Bombay Samachar Marg, Fort,
Mumbai-400023.

Hon. Member

Ashok Kelkar Founder Vice President
Bhakti Residency, old Laxmi Sadan PVA[I]

Dr. Ambedkar Road, Matunga Mumbai-400019. [(022] 32948374
ashok kelkar@googlemail.com, 24141871
ashok_kelkar@rediffmail.com,

B. Kanaga Sabapathy Member

1, Prestige Flat, 6, Reynolds Road, (0431) 2462232,
Cantonment, Tiruchirappali. 2465915
Pin -620001, Tamil Nadu,

Jagdish K. Gadkari Member

206, Prassanna Arcade, near Mazda hotel, 9822050276
Trimbak-Naka, old Agra Road, Nashik-422002. [0253] 2501293
email- jkidea@yahoo.com, jkidea@sancharnet.in R. 2570461
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7 | K. B. Sanjeev Prasad Member
Rao,1, Main Road, Basaveswara Nagar, 256783, 256560
Bellary- 583103, Karnataka

8 |Mr. S. Suresh Member
ACE Consultants, 45 , MuthurangamSalai, [044]24358850
T. Nagar, Chennai- 600 017. 09840032645
22592835

9 | Harivani Rajeshkumar Natvarlal Member
20,Manav Arcade,Near Datroja Hospital, 09825074681
University Road, Rajkot-360 005.Gujrat,
e mail- rajuharivani@yahoo.com, [0281]2585945
rajuhariyani@gmail.com

10 | Lt.Col. Anand Lalit Kumar Member
Anand villa, 17 R/h Sheme 54, [0731] 2553988
Vijaynagar, Indore M.P. 2559388
email- elkayanand@rediffmail.com 4005780

11 [ Belekar Amitabh C. Member
Shivshanta Apt, 2nd lane , 9822226289
Behind Hit wada Press , Dantoli, Nagpur. [0712] 2529968
Email - amitabhb@eth.net, R-2441367
amitabh@nagpur.dot.net.in,
amitabh_ngp@sancharnet.in

12| Shah Mukesh M. Member
31,Chandralok Socity, Memnagar, [079] 26640159
Ahamadabad . Gujrat
email- indra99@satyam.net.in

13 [ Manish Joshi Member
The Valuers, S-1A, Vikas Nagar, 2564352 ,6608898
Pakhowal Road, Ludhina, Punjab 9814356435
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14 [ Kushte Shriramaprasad Vithal Member
Shree Mahalsa Co.po society, Dhavodi, Ponda ,
Goa.kushte@vsnl.net,

15 | Shrivastva Ram Kumar, Member

1846/1 Silver oaks Compound Napier Towers,
Jabalpur. M.P.

098270 62222
(0761) -2620204

16

Dhope Anil Kumar,
6A, Narmada Road, Jabalpur. M.P.

anildhope@yahoo.co.in

Member
094251 88585
(0761) -4035333

17

Chatterjee Asoke Kumar,

CD-135, Salt Lake, Sector-I, Kolkata-700 064.
Ph : 033 2321 6214,

E-mail : asoke.chatterjee@in.ey.com

Member
[033]22811224
098311 75702

18 | Shri Uday Shankar Warty Member
Archvision Architects, 29/F Union Building, [022] 23890780
52/54, Sleater Road, Grant Road, (West), 09821413613
Mumbeai - 400 007
Email- anushreewarty@rediffmail.com

19 | Bhavsar Arun Trambak, Member
‘Amit’M. Phule Socity Near school No-11, 9822416346

Chalisgaon, dist- Jalgaon. M.S.

(02589) -223409

20

Shri Kantilal Vikamsey

412 Maker Chambers No. 5, Plot No 221,
Nariman Point, Mumbai 400 021,
kantikarmsey.vsnl.net.in

Member
[022] 22826099
98210 19310

21

Shri Mahesh K. Gupta

56 B, Sec 5A, Trikuta Nagar,
Jammu 180 012,
mkgmotley@rediffmail.com

Member

[0191] -247 0878
254 2157

09417293347
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22

Mr. Subash Chandra Sabat
Ananta Nagar, Near Andhra Bank,
Berhampur -5, Dist:- Ganjam, Orissa.

Member
(0680) 2212433.

23 | Shri Milind Sangwikar Member
A-9, Udyam Aurangabad Co-op. 09823196262
Industrial Estate, M.I.D.C. Railway Station, [0240] 2338017
Aurangabad - 431 005 2320202
Email- ndt_milind@hotmail.com

24 | Parulekar Sandeep Chandrakant. Member

“Heera”, opposite Akashwami Keudra,
Thiba Palace Road, Ratnagiri.
Email- sandeep_parulekar@rediffmail.com

94229 66481,
(02352)- 221709

25

Kataria Sanjay Shantilal,
A/p- Loni Bk, Tal-Rahata |,
Ahamdnagar (413736).

Member
09822515375,
(02422) - 273475

26

Venigalla Nageshwararao

Plot No. 47, H. No. 59 A- 11-3/4 K.P.Nagar,

Vijaywada-520008 Andhra Pradesh.

Member
[0866] 2470510

27 | Kumara Guru Paran, Member
Guruellam, 6/113 Vasuki 5" Street, [0424] 2256955
Erode, -pin- 638001. Tamil Nadu 9443059095
Email- erd_kumaraguru@yahoo.com

28 | Mathapati. Veerbhadrayya Basayya Member
no. 10-934130 Mahalaxmi nagar, [08472]260064
Opp. Fire Station ,Gulbarga., Karnataka. 9448468989

29 |Vemulapalli Radha Krishna Member

54-14/7-8A,Road#13, Plot#13,
Bharthi Nagar Vijaywada-520 008
Email- rkvemulapalli@yahoo.co.in

098481 21088,
(0866)- 2545999
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30

Saxena Ashutosh
303-304 Manas Bhavan,
R.N.T.Marg, Indore (MP) pin-452001.

Member
094250-60141,
(0731) 2592130

31

Mehata Atul Narottam,

Rusisatya, opp.Nagrik Socity,

Bhuj English School to Jain Medical Hospital Road
Vijaynagar, Bhuj- Kutch.
atulmehta2000@yahoo.com

Member
09825227920,
(02832) - 229569

32

K. N. Narayana lyengar,

204, K.T. Apartment 8" main road,

9t Cross, Malleswaram, Banglore-560003,
Karnatakaemail- spartanassociates@yahoo.co.in

Member
[080] 23446027

33 | Rajan R. Kapile Member
near old Court Lane, Sinner, 9822274506
Dist-Nashik-422 103 [02551] 221488
email-rajan_sk_nsk@sancharn.in, 222688
rajan sk nsk@yahoo.com
34 | Bhandekar Prakash Baburao, Member
“Padmaja”, Bhagaya Nagar, 9422240638,
1st floor Beed. (02442)- 228368
O) 223369
35 | Singh Ravindra Namwar, Member
7, Parimal Apt. Gangapur . Rd., 9422747144,

near Thakkar Retreate, Saptashringi Colony,
old Gangapur naka, Nashik. 422005.
sardulsingh@hotmail.com

R. (02553)- 2582772.

36

dJoshi Shrikant Vasantrao,

Gulmohar Road, Ahamadnagar,
Ishwarananda, Gulmohar Road.
Email -joshreekant@vahoo.co.in

Member

[0241] 2419080,
2419081,

R - 2422392,

94222 22392
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37 | Sharma Yashwantlal Tekchand Member
88, new Fatehpura, near Sukhade Circle,
sant. Merry School Road, Udaipur, Rajasthan

38 [ Aninash Kulkarni, Ahamadnagar Member
,avivaluer2005@yahoo.co.in 9822011051

[0241] 2323725

39 |Jain Mulchand Suttanmal, Member
243-244, chouhan Estate, near Maurya Takies, [0788] 2224477,
G.E. Road, Bhilai, Dist- Durg, Chhatisgarh 6531009
Email — mc_jain@yahoo.com

40 | Dinesh Prabhakar Warade Member
Archinova Design inc 1st Gr. Floor, 25838990.
New Bhushan CHS Ltd Tinhat Naka
Surve Wadi M.S. Rd., Thane (W) - 400 604.

41 (A. B. Patwardhan Member

47 Ganga Niwas, Ranade Road, Dadar,
Mumbai 400 028

Office : 2430 2046
Residence : 2522 5942

42

Sudhir R. Paradkar

B-106, Vaishali, Sai Nath Nagar,

Ekasar Road, Borivali , Mumbai 400 103.
Email- spr2@vsnl.net

Member
Residence: 2872 6799
98204 91070

43

Bhargave Manohar Y,

Desk Officers, Urban Development Dept,
4th floor, Mantralaya Maharashtra State,
Mumbai-32.

Member
98922 96497

44

Ms. Vaijapurkar Sulekha Baban,
Assistant Director of Town Planning,
Maharashtra State, 54,Phase-I,Konark Nar,
Adgaon, Nasik.

Member
9422750429
2303797
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45 | Ms. Pratibha Umesh Bhadane, Member
Assistant Director of Town Planning,
Maharashtra State,

46 | Sujit Shrikant Joglekar, Member

307, Best Mulyankan,

opp. Andheri west Railway Station,

Andheri (West), Mumbai 400058
sujit_jog@hotmail.com,sujit@mulyankan.com

[022] 26285662
98216 48495

47 [Madhav Hundekar Member
Sampada Apt., 1st Floor, 9422331252
Senapati Bapat Marg, Pune - 411030.

Punemitimit@vsnl.com
48 | Raghunath R. Potnis Member

33, Citizen Co.Opr. Hsg. Society,206,
Veer Savarkar Marg., Mumbai-400016.

[022] 24440130

49 [ Shashikant K. Pashine, Member
Sangeet Sadan, near Namdeo Temple, [0721] 2664548
Gadge Nagar , Amravati-444 603. 9881601621

50 | Sanjay P.Muthe, Member
Chartered Accountant,
spmco@mtnl.net.in

51 | Sunil D.Bhor Member
Sunil Bhor & Associates, [0253] 2518288,
opp. Panchawati Police Station, 9822377366

Market Yard Complex, Panchawati,
Nashik-422003

Email- sunilbhor@hotmail.com,
sdbhor@yahoo.com
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OBJECTIVES AND
SCOPE OF THE STANDARDS

PVAI is in 100% concurrence with the objectives of the introduction
of the InVS by IVSC as such they are being recorded hereunder:

To facilitate cross-state border transactions and contribute to the
viability of international property markets by promoting transparency
in financial reporting as well as the reliability of valuations performed
to secure loans and mortgages, for transactions involving transfers
of ownership, and for settlements in litigation or tax matters;

To serve as a professional benchmark, or beacon, for Valuers from
India thereby enabling them to respond to the demands of international
property markets for reliable valuations and to meet the financial
reporting requirements of the global business community; and

To provide ‘Standards of Valuation Practice’ and ‘Financial
Reporting’ that will meet the requirements of our devoloping
rapid Industrialisation and over all needs of National Economy.
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Users of valuations under InVS should be able to rely on
our valuation reports as having been carried out by competent
professionals, who subscribe to high standards of ethical conduct.
As the scope of ‘valuation practice’ becomes broader, the term
**property valuation has gained currency over the more restrictive
term asset valuation, a term referring to valuations performed

primarily for use in financial reporting.

After the adoption of these standards all the professional valuers will
commonly address the tangible as also intangible assets as the
“Property” only. (and will not use the term ‘assets’).

A professional property (tangible and/or intangible assets) valuer is
a person who possess necessary qualifications, ability and experience
to estimate property value for different purposes including the
transactions involving transfer of the property ownerships, property
as collateral security and mortgages, property subject to litigation
OR pending settlement on taxes and / OR property treaty as an
asset in financial reporting.

A professional property (tangible and intangible assets) valuer may
also possess the specific expertise to perform the valuations of other
category of properties i.e. personal property, businesses and financial
interest.

Indian Valuation Standards represents the best practice in valuation
profession which is also known and considered as, generally accepted
valuation principles. Indian Valuation Standards advocates that, if
there are any deviations in the statements AND / OR applications
between the standards followed and the Indian Valuation Standards,
it must be disclosed.
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A valuer sometimes is required to follow an approach i.e. different
from the Indian Valuation Standards in order to be in compliance
with the local practices AND/ OR national regulations AND/ OR

specific enactments/ restrictive covenants.

InVS encourages all professional valuers to update themselves by
regularly participating in continuing education programmes conducted
by PVAI and prescribes what valuers should do rather than explain
how specific procedure OR methodologies are applied.

InVS recognizes that, every application is faced with specific valuation
problem, the solution of which depends on the valuers ability to select
the relevant techniques and exercise appropriate judgement.

Wherever, the standards of other disciplines, such as accounting, may
apply to valuations, valuers are advised to understand clearly the
accounting use to which their valuations are put. e.g. A valuation
if required to be done for Impairment of Asset for incorporating its
finding in its audit report, valuer is expected to address two specific
parameters suggested in the Accounting Standard i.e. whether the
investment supports the income generated by the Machines &
Equipment OR if they are required to be sold, will the sale fetch
atleast the value attributed in the books of accounts.

When financial reporting or other accounting application is expected
to be made of ‘the Valuation Report’, the valuer shall comply with
both the standards i.e. Accounting and Property Valuation Standards.
However, if there is any conflict between these two sets of standards

the valuer must will make the disclosure of ‘THE SITUATION’ in
his report.
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Professional valuers are following generally accepted valuation principles
which are well understood and established for the use of all the
stakeholders and so, the standards which are recorded hereunder are
in the concept forms and they are to be understood with other
common elements i.e. Code of Conduct, the manner of reporting
the valuations and the restrictive use of the report for which specific
purpose it has been addressed.

Thus, the reader would benefit most from reading the entire
document which is expected to be completely read as mandatory.
Part of the document reading AND/ OR reporting may be misleading
and so, whenever the report is to be read, it is to be read for all
its elements collectively and not in isolation.

This book is just enumarating the standards and the generally
accepted valuation principles as also the code of conduct; whereas
the application and guidance notes are being published separately,
addressing different issues, This may kindly be noted.
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IMPORTANT TERMS OF REFERENCES
REQUIRED TO BE UNDERSTOOD BEFORE
WE PROCEED TO THE STANDARDS

The property

Types of properties

Bases of Valuations

Standard — 1 Market Value
Standard - 2 Non Market Value
Standard — 3 Valuation Reporting

For the convenience of the users, it is suggested that, they may refer
to the glossary of valuers commonly used by professional valuers to
infer an appropriate meaning attributed to specific words.

It may be also noted that, valuations of the same asset will have a
different numerical finding depending on the purpose for which the
exercise is being done. It is a time frame related finding and is
expected to change. However, for the convenience of the users,
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separately we have recorded different purposes for which
a valuer is required to exercise his skills.

The property — While introducing these standards, it has become
imperative for us to little this elaborate term, “The Property” which
is commonly referred in the standards and its reporting patterns.
Because, till these standards become popular, by virtue of the practice
followed, fundamentally, we have been classifying the properties as,
tangible and intangible assets. That is to say tangible assets are the
physical assets which are visible. In these tangible assets also there
is sub classification referred as Fixed Assets, moveable and Fixed
Assets Immoveable which implies machines and equipment AND land
and building respectively.

The intangible assets includes the royalties for technologies, intellectual
property rights, good will, brand, etc. which are not apparently visible
and has a value.

In these standards the word property is commonly referred to both
the tangible and intangible asset i.e. land and building, plant and
machinery, good will, intellectual property rights, copy rights, trade
mark, etc.

Once again we would like to emphasis to the users of these
standards, please understand the term property recorded hereinabove
very clearly so that, while reading the standards, understanding the
standard, interpreting the terms of reference under the standards are

not misunderstood.

Property is a legal concept encompassing all interest, rights and
benefits related to the ownership. To distinguish between the Real
Estate, which is a physical entity and its ownership, which is a legal
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concept, the ownership of real estate is called the Real Property.
The combination of rights together with the ownership of the real
property is also referred as “Bundle of Rights”, it is comparable with
the bundle of sticks and each stick representing a distinct and a
separate right of the property owner e.g. Right to use, to sell, to
lease, to give away OR to chose to exercise, all OR none of the
rights.

Personal Property : Ownership of an interest in items other than
real estate is referred to as a Personal Property and so, the word
“*Property used without further qualification OR identification may
refer to real property, personal property OR other types of property
such as, business and financial interest OR a combination of them.

Property Valuers are those who are professional qualified and have
acquired special knowledge in the discipline of economic and has the
ability and an experience to prepare and report the valuations.

Let us understand few more terms i.e. types of the properties:

Real Estate - It is the physical land and those humanly made items
which are attached to the lands. It is the physical, tangible thing
which can be seen and touched together with all additions on, above
and below the ground. Local laws within each state / local bodies
prescribes the basis for distinguishing a Real Estate from the personal
property.

Real Property - It includes all the rights, interest and benefits
related to the ownership of the real estate. An interest OR interests
in the real property is documented by some evidence of ownership
e.g. Title Deed which is separate from physical real estate. Thus,
the real property is non physical concept.
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Personal Property - It includes interest in tangible as well as
intangible items which are not Real Estate. Items of tangible
personal property are not permanently fixed to the Real Estate and
are generally referred to as the moveable assets.

Current Assets - These assets are not intended for use on a
continuous basis in the activities of an enterprise e.g. Stocks,
obligations owned to the entity, short term investments, cash and
bank balance, etc. However, under typical circumstances a real estate
which is normally considered as a fixed assets, is to be considered
as a current asset i.e. a land bank OR properties ready for possession
OR sale in the accounts of the builders/ developers.

Property, Plant and Equipment - It is considered as an asset
for use on continuing basis in an activity of an enterprise. Plant
and equipment and other categories of an asset are suitably identified
and necessary depreciation, etc. are provided for and they are
tangible i.e. physical assets.

Depreciation - This term is used in different context in valuation
and in financial reporting. In the context of asset valuation,
depreciation, refers to the adjustments made to the cost of reproducing
OR replacing the assets to reflect the physical deterioration and
functional (technical) and economic (external) obsolescence in order
to estimate the value of an asset in a hypothetical exchange when
there is no direct sale evidence available. In the financial reporting,
it refers to the charge made against income to reflect the systematic
allocation of depreciable amount of an asset over its useful life to
the enterprise. It is specific to particular enterprise and its utilization
of assets, and is not necessary affected by the market.

It is necessary for us to clearly understand four important terms,
price, cost, market and value. These terms have specific meaning
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within a given discipline. = However, commonly they are used
interchangeably. We are attributing a specific meaning to these
words which are recorded hereunder:

Price - It is an amount asked, offered OR paid for goods OR
services.  Sale Price is an historical fact, whether it is publicly
disclosed OR kept confidential. Because of the financial capabilities,
motivations OR special interest of a given buyer AND/ OR a seller,
the price paid for goods OR services, may OR may not have any
relation to the value which might be ascribed to the goods OR
services by others. Thus, price is an indication of a relative value
to a particular buyer AND/ OR seller under particular circumstances.

Cost - Cost is a price paid for goods OR services OR the amount
required to create OR produce goods and services. When that goods
and services has been completed, its cost is an historical cost. The
price paid for goods and services becomes its cost to the buyer.

The Market - It is an environment wherein goods and services
are traded between buyers and sellers through a price mechanism.
The concept of market implies that, there are no undue restrictions
on these trades. Each party will respond to supply and demand
relationship and other price setting factors as well as the parties own
capacities and knowledge, understanding of the relative utility of the
goods and services and individual needs and desires. Geographically
a market could be local, regional, national OR international.

Value - It is a concept referring to the price, most likely to be
concluded by the buyers and sellers of goods and services that is
available for purchase. Value is not a fact, it is a concept, but an
estimate of the likely price to be paid for goods and services at a
given time, in accordance with a particular definition of value. The
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economic concept of value reflects market’s view of the benefit that
can accrue to the one who owns the goods and services as of the
effective date of valuation.

Market Value - Again, it is a concept and the concept of Market
Value reflects the collective perceptions and actions of a market and
is the basis of valuing most resources in a market based economics.
Although the precise definition may vary, the market value concept
is commonly understood and applied. It is defined as, “The estimated
amount for which a property should exchange on a given date of
valuation between a willing buyer and a willing seller in an arm’s
length transaction after proper marketing wherein the parties had
each acted knowingly, prudently and without compulsion”

It is a concept perused by a valuer while estimating the market
value. It is defined as, “The most probable use of the property which
is physically possibly, appropriately justified, legally permissible,
financial feasible and which results in the highest value of the
property which is being assessed”

Other important concepts which needs to be understood as the pre-
requisites while we are proceeding to under take the study of
Standards are the basis of valuation. Broadly, there are two
approaches of valuation i.e. Based on the “Market” and Based on
“Non-market”.

Further, the market based valuation approach has got three elements
(@) Sales Comparison Approach

(b) Income Capitalization Approach

(c) Cost Approach.
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Sales Comparison Approach - It is a comparative approach,
it addresses the sale of similar OR substitute properties and the
related market data and establishes a value estimate by process
involving comparison. In general, a property being valued (the
subject matter) is compared with the sales of similar properties that
have been transacted in the market (historical fact). Listing and
offering may also be considered to arrive at an estimated value.

Income Capitalization Approach - This process may consider a
direct relationship i.e. Capitalization rate either by vield OR discount
rates i.e. measurement of return on investment OR both. The
principle of substitution holds that, the income stream which produces
the highest return commensurate with the risk leads to the most
probable value. Here, the income and expense data is compared
with the comparative properties and then capitalized.

Cost Approach - This is a method of substitution for the purchase
of a given property, one could construct another property i.e. either
replica of the original OR one could deliver equal utility. In the real
estate context, one would normally not be justified in paying more
for a given property then the cost of acquiring an equivalent land
and constructing an alternative structure, unless, undue time,
inconvenience and risk are involved. In this approach, an estimation
for deprecation of older OR less functional property is also taken into
account where an estimate of cost of new unreasonably exceeds the
likely price that would be estimated for the property under reference.
Normally, this approach is used for financial reporting and is referred
as, “Depreciated Replacement Cost” i.e. (DRC)

Non-Market Value - The non-market based valuation has only one
concept, which typically involves, a purpose other than establishing
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a market value, while using the approaches recorded in the market
based valuations e.g. a land owner may pay a premium price for
an adjacent property i.e. a special purchase value OR an investor
may apply a rate of return i.e. non market and particular only to
that investor.

Indian Valuation Standards very strongly advocate that, the valuer
must comply with OR must adhere to the clause of competency
before undertaking an assignment of valuation of a particular class
of asset i.e. an immovable property other than agricultural land,
agricultural land, plantation for tea, coffee and cardamom land, forest
land, jewellery, work of art, valuation of life interest, metallurgical
mining, stocks, shares, debentures and securities, plant, machines and
equipment, etc.

The expected qualifications, experience and exposure is recorded in
detail in this book.
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