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European Business Valuation Standards
Ready for Warsaw Launch
Dear colleagues,
On behalf of the Polish
Federation of Valuers’
Associations (PFVA),
I welcome those of

s

you participating at the Warsaw launch
of the 1st Edition of European Business
Valuation Standards (EBVS) on 24th March.
It gives me particular pleasure to do so,
given that the initiative to develop EBVS
stemmed from a PFVA proposal at a
TEGOVA General Assembly.
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Go to http://www.irrv.net/membership/index.asp
for more information... but in the meantime, read on
and enjoy!
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notes

Whilst the PFVA is largely focused on real
estate valuation, it has the distinction of
being the organisation which over a decade
ago published Poland’s only authoritative
business valuation standards. I am pleased
that TEGOVA has been able to draw on the
experience of PFVA, among other TEGOVA
member associations, in drafting EBVS,
a move which will fill the “European”
business valuation void and foster the
development of a recognised business
valuation profession in Europe.
With kindest regards,
Tomasz Ciodyk, President of the Polish
Federation of Valuers’ Associations

European Business
Valuation Standards
– a beacon for
European business
valuation practice
TEGOVA has
recognised the
need of member
associations, other
valuation organisations,
individual valuers,
regulators and other
stakeholders on the
European market – to have consistent and
transparent business valuation standards in
step with the Europeanisation of business
activities.
European Business Valuation Standards
(EBVS) will impose consistency in the most
important issues in business valuation,
across the European Union:
… continued on page 2, column 1
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… continued from page 1, column 3
• code of conduct
• terms of engagement
• definitions of bases of value
• valuation approaches
• reporting the valuation.
In this manner, EBVS will achieve its
purpose – to institute procedures conducive
to clearly prepared, unambiguous valuation
reports that are consistent with EU and
national regulation and accounting
standards.
The Standards and Guidance Notes
follow a regular layout, as far as is practical.
There is also a list of what each Standard
and Guidance Note contains, followed by
detailed commentary and in some cases by
country-specific interpretation.

“EU law impacts the principles
and practice of valuation in many
different areas, such as banking,
the environment, social policy,
financial accounts, new issues
and prospectuses, taxation and
competition.”

presents general reporting requirements
and the content of a valuation report, as
well as of a valuation review.
Part 2: European Business Valuation
Guidance Notes
The Guidance Notes follow on from the
Standards and provide more detail and
explanation of key issues and techniques in
the following topics:
•	EBVGN 1 – Control Premiums and
Discounts for Lack of Control and
Discounts for Lack of Marketability
•	EBVGN 2 – Discount Rates in the
Discounted Cash Flow Method
•	EBVGN 3 – Valuation of Intangible
Assets.
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Part 4: European Business Valuers’ Code of
Conduct

Our regular readers will of course be familiar
with many of our contributors, who provide incisive
comment and analysis – just as you would expect
from those at the leading edge of their respective
professions. Alistair Townsend is back with an
examination of key case law involving company
voluntary arrangements, and the new enforcement
legislation is under the microscope of Jamie Waller
and Paul Caddy. Combine that with Ibrahim Hasan’s
intricate examination of freedom of information law
and practice, and the practical leadership advice
offered by health and wellbeing guru Mark Davies, and
an increase in your knowledge base is guaranteed!
Peter Scrafton also makes a welcome return, with the
first part of a critique of the application of ‘reasonable
repair’. On the lighter side, Martin Reader looks at the
quirkier side of rating, and our ever-popular caption
competition once again proves a hit with the readership.
With many other pages of news and views both from
within and without the Institute, if you are reading
this magazine courtesy of a friendly IRRV member
forwarding it to you, you really can’t afford to be out of
the loop, so join the Institute today and don’t miss out!
Go to http://www.irrv.net/membership/index.asp
for more information... but in the meantime, read on
and enjoy!
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Standards over all others. EU Treaties and
secondary legislation guarantee the freedom
to buy and sell land and buildings all over
the Union without obstacle, all real estate
professions can practice freely anywhere
in the EU, EU state aid rules control social
housing for middle-income tenants, EU
competition authorities break up building
products and elevator/escalator cartels, the
European Semester process for coordinated,
systemically secure national economic
HT MAY 2014
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The purpose of EU rules in this area is to
enable businesses to operate anywhere in
the EU, enjoying the freedom of movement
of persons, goods, services and capital,
to provide protection for shareholders
and other parties with a particular interest
in companies, to make businesses more
competitive and to encourage businesses to
cooperate or merge over the old borders.
The performance of business valuation
services under the above EU rules requires
a high degree of skill, and imposes upon
the valuation professional a duty to
communicate the valuation process and
conclusion, as appropriate to the scope of
the engagement, in a manner that is clear
and not misleading.
With a vision for ensuring high quality
work in business valuation practice across
the European Union, these standards are
effective from 24th March 2020.

•

Danijela Ilić REV FRICS, Chair, European
Business Valuation Standards Board
(EBVSB)

organisation that represents all involved
in revenues, benefits and valuation?

Business, the most European Valuation
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“The performance of business
valuation services under the above
EU rules requires a high degree
of skill, and imposes upon the
valuation professional a duty to
communicate the valuation process
and conclusion.”

Part 3: Business Valuation and Sustainability

Part 5: European Union Legislation and
Business Valuation
EBVS 2020 considers business valuation
issues in a European context and, in
particular, addresses the valuation
requirements and definitions of EU
EBVS 2020 sets out four core standards:
company law legislation.
•	EBVS 1 – Market Value and Bases
This fifth part of EBVS is devoted to the
of Value other than Market Value,
body of EU law impacting enterprises and
which defines various bases of value,
business valuation.
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companies, branch disclosure, mergers
and divisions
•	minimum rules for single-member
private limited liability companies
• financial reporting and accounting
•	easier and faster access to information
on companies, and
•	certain disclosure requirements for
companies.

governance includes house prices as an
indicator of member states’ macroeconomic
stability, EU equal treatment law extends
to access to buildings by the disabled, EU
environmental protection, energy efficiency
and renewables law targets buildings and
there are clear valuation elements to all
these issues.
And yet, in the greater scheme of EU
action, real estate is a latecomer and not
totally within the EU ambit. Most EU real
… continued on page 3, column 1
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… continued from page 2, column 3
estate policy has developed over the last
twenty-five years and there are fundamental
aspects of real estate that are not Union
competence, at least in terms of hard law –
housing policy, property taxation, planning
and zoning law.

“Most EU real estate policy has
developed over the last twenty-five
years and there are fundamental
aspects of real estate that are not
Union competence, at least in
terms of hard law – housing policy,
property taxation, planning and
zoning law.”

EU regulatory aspects. Indeed, as the EU
regulates mostly through Directives that are
transposed into national law, it is important
for the valuer to be able to recognise the EU
hand behind the national or sub-national
law when estimating the likelihood and
timescale of possible changes to regulatory
impacts on the business being valued.
In light of this, EBVS, like EVS, is
designed in lock-step with EU law so as to
provide public authorities and clients with
the assurance that the Standards fit with
the EU normative framework and also to
didactically imbue the practising business
valuer with awareness of EU impacts and
the ability to exploit that knowledge to
produce better adapted Valuation Reports.
As in EVS, this is done in two ways:
•	by systematically adopting EU definitions
in all Standards and Guidance Notes
– for example, explaining that the EU
definitions of Basis of Value are to be
applied in case of valuations performed
within a framework for the recovery
and resolution of credit institutions and
investment firms
•	and by devoting a separate, bespoke Part
5 to European Union Legislation and
Business Valuation.
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Furthermore, what look like “EU real estate
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“It is important for the valuer to
be able to recognise the EU hand
behind the national or sub-national
law when estimating the likelihood
and timescale of possible changes
to regulatory impacts on the
business being valued.”
The EU regulatory aspects of the body
of the Book and of Part 5 are highly
complementary – for instance, European
Business Valuation Guidance Note 3
on Valuation of Intangible Assets is
complemented and enhanced by Part 5’s
section 9 on Valuation for Enforcement
of Intellectual Property (IP) Rights. The
Guidance Note provides:
•	the EU Accounting Rule definition of
intangible assets for the purpose of
financial statements
•	the definition of IP as defined by EU
Regulation
•	the instruction to business valuers that
they must consider all relevant legal
factors of valuation of IP – protected
status, copyright, patents, licensing
agreements or third party claims – at all
levels, national, EU and international.
Seamlessly, Part V outlines:
•	the EU Directive on enforcement of
IP rights, its measures, procedures
and remedies that allow effective civil
enforcement and provide a common
high level of protection throughout the
internal market
•	the European Commission Guidance
Communication clarifying the Directive
in light of the case law of the Court of
Justice of the EU
•	the valuable advice on the valuation
of IP rights in the final report of the
European Commission’s Expert Group
(including business valuers) that
reviewed valuation methods for IP rights
and their use, identified bottlenecks
in the valuation methods used for
companies’ financial reporting, access
to finance and litigation and provided
recommendations.
Anchorage in the EU legal order is
fundamental to these European Business
Valuation Standards, that can be relied upon
by public authorities, investors, the financial
industry and valuers throughout the Union
and beyond.

•

Michael MacBrien is an adviser to TEGOVA,
director general of the European Property
Federation and founding partner, MacBrien
Cuper Isnard European Affairs
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EVS 2020 – the income approach to real estate valuation

Capitalisation methods are further broken
down into two types:
a.	Perpetual models where the Market Rent
is, for the purpose of the implicit model,
considered to be the same forever (all
growth and future sales are captured in
the yield), and
b. Reversionary models where in today’s
terms the rent passing is below or above
the Market Rent that will be received at
a future reversion to Market Rent.
It is made clear that Capitalisation is a
market-based model which relies on strong
evidence of market rents and market
yields (capitalisation rates). It relies on an
“If at the date of valuation, the rent active and liquid property market, both
for investment and for lease, and requires
paid differs from the Market Rent,
sound analysis of property sales and
then account must be taken of the
property leases. If at the date of valuation,
actual rent and how long it will be
the rent paid differs from the Market
paid until reversion to Market Rent,
Rent, then account must be taken of the
usually at the end of a lease and at
actual rent and how long it will be paid
rent review.”
until reversion to Market Rent, usually at
the end of a lease and at rent review. In
EVS 2020 divides the income method used
such a case, the valuer reflects projected
within the Income Approach into two types
changes in net income at certain defined
of model:
future events - particularly at the end of a
a.	traditional income growth-implicit
lease, rent review, or when major capital
models, known as Capitalisation
expenditure may be required. EVS 2020 in
methods, including direct capitalisation,
turn describes three models for dealing with
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EVS 2020 – the Launch
Brussels, morning of

Friday 15th May 2020
The Hotel,

a future sale but don’t explicitly express
its date), a reversionary value is normally
calculated and discounted at the end of
a notional hold period. Consequently, a
time horizon, projected cash flow and
reversionary value have to be determined.
To calculate present value, the estimated
income or cash flow has to be discounted
and a discount rate has to be determined.
Whilst EVS 2020 consider that the
conventional model for assessing the market
value of commercial properties is direct
capitalisation or derivatives thereof (term
and reversion or layer techniques) because
it is grounded on comparison and the
exclusive use of market data at the date of
valuation, the explicit DCF model – once
predominantly used for project feasibility
analysis and estimation of investment value
– is today also widely applied. However
whichever model is used, valuers must
be sure that it reflects the behaviour of
market participants – “it is always better to
use comparable evidence generated from
market transactions whenever possible with
application of a pricing technique that is
commonly used by market participants.”
The above overview of the Income
approach described in EVS 2020 has
focused only on the income side of a
valuation. Part II of EVS 2020 also deals in
detail with the derivation of a capitalisation
and/or discount rates, too detailed to be
covered in this short article. An article on
discount rates will follow in a future edition
of European Valuer.
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Marcin Malmon REV MRICS is Director of
valuation services at Polish Properties
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on one, contact

Boulevard de Waterloo 38
Contact: info@tegova.org

Go to http://www.irrv.net/membership/index.asp
for more information... but in the meantime, read on
and enjoy!
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The launch of a new
edition of TEGOVA’s
European Valuation
Standards (EVS) in May
this year will see a
welcome improvement
to the methodological
Section II, in particular
guidance concerning the income approach
to valuation and discounted cash flow.
Valuers across Europe apply the income
approach in diverse ways, which EVS 2020
seeks to rationalise in a clear and logical
manner.

jcroberts54@hotmail.com

