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Summary

In today's world, the opinions of regulators, creditors, shareholders, and the
public hold immense significance for valuation analysts. These stakeholders'
concerns necessitate the analysts to maintain a professional demeanour and
showcase their expertise. Professionalism is a cornerstone for valuation
analysts, and they embody this attitude in their day-to-day tasks. They adeptly
handle complex situations, applying their specialized knowledge and skills to
ensure credible valuations.

Adhering to industry standards and codes of ethics, they prioritize
transparency and credibility in their actions. With systematic training, a solid
professional background, and extensive experience, they are well-prepared to
tackle challenges and adapt to changing market conditions. Keeping
themselves up-to-date with the latest industry trends and best practices is an
ongoing commitment for them.

During interactions with client(s) and stakeholders, valuation analysts exhibit
exceptional professional competence, meeting their needs and expectations
effectively. By doing so, they foster strong communication and trust in their
professional capabilities.

The valuation industry is currently grappling with a significant challenge
concerning the extent of operational work to be carried out in various situations.
While there are existing standards that address the "how" and "who" aspects,
there are still some gaps in providing clear guidance on the appropriate "how
much" level of operational work to be undertaken.

To tackle this challenge head-on, the Chartered Valuation Analyst Institute
(CVA Institute) has proactively taken action. The Institute's Standards
Committee has set up a Task Force with the specific mandate to examine the
engagement issues currently confronting the valuation industry and devise
optimal solutions. The primary objective of this Task Force is to establish
precise criteria for valuation analysts who hold or aspire to obtain the CVA
credential, thereby clearly defining the minimum standard for valuation practice
work.

By setting these requirements, the Task Force aims to address the question of
"how much" operational work should be conducted in different valuation
scenarios. The guidelines will serve as a compass for valuation analysts,
ensuring they adhere to specific standards and fulfil the necessary
requirements in their valuation assignments. The ultimate goal is to provide
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comprehensive guidance that ensures consistent and high-quality practices
within the valuation industry.

The primary focus of the Task Force was to develop a set of Mandatory
Requirements (MR) aimed at ensuring the quality of valuation analyses
conducted by valuation analysts. The MR encompasses four main
components, as follows:

Part I: Preamble

The Preamble outlines the scope and objectives of the CVA Mandatory
Requirements for Business Valuation Engagements (MR). It provides a
comprehensive overview of the regulations and clarifies the individuals or
entities bound to adhere to these requirements and the specific
circumstances under which compliance is mandatory.

Part Il: CVA Mandatory Requirements for Business Valuation
Engagements

This section outlines the specific documentation requirements that
valuation analysts must adhere to during their engagements. It covers
essential aspects such as the inclusion of fundamental business
considerations and a comprehensive scope of work in both the
engagement letter and the subsequent valuation report. These
requirements aim to ensure transparency and clarity in the valuation
process.

Part lll: Glossary

This section comprises a comprehensive glossary that provides definitions
of terms specific to the CVA Mandatory Requirements for Business
Valuation Engagements (MR). The purpose of this glossary is to eliminate
any potential confusion and promote a consistent and uniform
understanding among valuation analysts regarding the terminology used in
the requirements. By ensuring a clear consensus on these terms, analysts
can accurately apply them in their valuation practices.

Part IV: CVA Code of Ethics and Code of Conduct

In this section, it is emphasized that all holders of the CVA credential are
required to comply with the CVA Code of Ethics and Code of Conduct.
These codes are designed to uphold the highest standards of professional
ethics and are essential for fostering public trust in the practice of
professional valuation. Adherence to these codes is mandatory for all CVA
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credential holders, emphasizing their commitment to ethical conduct in
their professional endeavours.

The CVA Mandatory Requirements for Business Valuation Engagements (MR)
are applicable to all valuation analysts offering valuation services. Specifically,
valuation analysts who possess a CVA credential are obligated to adhere to
the MR. Additionally, the Standards Committee acknowledges that compliance
with the MR is considered best practice for valuation analysts who do not hold
a CVA credential when conducting valuations for businesses and business
interests.

By adhering to the CVA Mandatory Requirements for Business Valuation
Engagements (MR), all valuation analysts can establish uniform and
consistent standards in their valuation services. This standardization
contributes to the reliability and credibility of their valuation work, ultimately
fostering trust and confidence among relevant stakeholders in the valuation
industry. It is crucial for all valuation analysts, regardless of their possession of
CVA credentials, to recognize the significance of complying with these
standards. Such adherence is essential for upholding the overall quality and
professionalism of the valuation profession, benefiting both analysts and their
client(s) in the long run.
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Part I: Preamble

Most of us are acquainted with the International Valuation Standards (IVS) and
its definition of market value. It states that market value is the estimated
amount for which an asset or liability should exchange on the valuation date
between a willing buyer and a willing seller in an arm’s length transaction, after
proper marketing and where the parties had each acted knowledgeably,
prudently and without compulsion. Although this definition represents only one
aspect of value as outlined in the IVS, it is important to note that the IVS
encompasses much more than a mere definition.

The main goal of the International Valuation Standards (IVS) is to foster
confidence and public trust in the field of valuation by establishing and
promoting universally adopted standards. These standards are based on
widely accepted valuation concepts and principles and are specifically
designed to enhance transparency and consistency in the practice of
valuation.

The CVA Institute has adopted the International Valuation Standards (IVS),
and the Standards Committee has also set forth the CVA Mandatory
Requirements for Business Valuation Engagements (MR). These requirements
must be adhered to when conducting valuation engagements in alignment with
the IVS, ensuring that such engagements are carried out in full compliance
with the prescribed rules.

1.1 Introduction

In simple terms, MR serves as a guidebook for valuation analysts. It outlines
what they should do when conducting business valuations or business equity
valuations. However, it's essential to understand that MR is not an operational
guide that delves into valuation theory or provides detailed valuation
procedures. Instead, it focuses on offering essential requirements and
principles for valuation engagements.

1.2 Minimum Standards

The MR defines the essential scope of work and documentation criteria that
valuation analysts must adhere to during a valuation engagement. This implies
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that the valuation analyst must, at a minimum, fulfil the requirements specified
in the MR. However, if a valuation analyst decides to implement a more
rigorous scope of work and documentation criteria than what the MR
prescribes, they are not constrained or invalidated by the MR. Valuation
analysts retain the autonomy to choose a more comprehensive and detailed
scope of work and documentation criteria that align with their professional
expertise and judgment. In essence, they have the right to enhance their
approach to meet specific requirements while upholding high standards in their
valuation practice.

1.3 Standardization

By adhering to the MR, valuation analysts can guarantee the
comprehensiveness, credibility, and reliability of their valuation work. Following
the MR acts as a roadmap for valuation analysts, enabling them to recognize
and minimize ineffective, inefficient, or incomplete valuation practices. For
users of valuation reports, the adoption of MR instils greater confidence in the
competence of valuation analysts and ensures the overall quality and
dependability of the reports. This standardized approach plays a vital role in
establishing trust, upholding the reputation of the valuation profession, and
safeguarding the interests of stakeholders. Ultimately, the use of MR benefits
both valuation analysts and the users of valuation services by promoting
consistency and excellence in the valuation process.

1.4 Compliance

CVA credential holders are obligated to adhere to the MR when offering
valuation services to client(s) or employers, or when conducting valuations as
part of their business activities. If a CVA credential holder decides not to follow
the MR, they must explicitly state this on the first page of their valuation report.
Additionally, they must provide a reasonable and substantial justification for
their decision to deviate from the MR guidelines.

1.5 Departure

In the event of any conflict between a specific legislative, regulatory, or
authoritative requirement and the MR, the valuation analyst must prioritize and
follow the legislative, regulatory, or authoritative requirement. Any departure
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from the MR, driven by such external requirements, takes precedence over all
other MR provisions. This means that in case of a conflict, the valuation
analyst should adhere to the specific legislative, regulatory, or authoritative
requirement instead of the MR guidelines. However, it's important to note that
the rest of the MR remains fully applicable and effective in all other aspects. If
the particular legislative, regulatory, or authoritative requirement is different
from the MR but less rigorous, the valuation analyst must still comply with the
requirements of the MR to ensure the highest standard of valuation practice.
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Part Il: CVA Mandatory Requirements for Business

Valuation Engagements

The Chartered Valuation Analyst Institute (CVA Institute) has established a set
of compulsory requirements for business valuation engagements. Below, we
outline the specific requirements that CVA credential holders must adhere to
when conducting business valuations:

2.1 International Valuation Standards and CVA Code of Ethics

and Code of Conduct

All CVA credential holders offering valuation services must adhere to both the
International Valuation Standards (IVS) and the CVA Code of Ethics and Code
of Conduct. By complying with these standards and guidelines, CVA credential
holders pledge to deliver valuation services of the utmost quality to their
client(s), aligning their work with industry best practices and professional
standards. This commitment serves to foster trust in the valuation profession
among clients and upholds the overall reputation and credibility of the
profession.

2.2 Letter of Engagement

The valuation engagement process serves as the primary interaction between
the valuation analyst and the client(s) before commencing a specific valuation
project. This initial contact holds significant importance as it allows for a clear
identification of the valuation's objectives and an evaluation of the client(s)'s
credibility and authenticity.

Every valuation engagement is established on mutually agreed arrangements
between the parties involved, which are decided upon before the
commencement of the project. These arrangements serve as the foundation of
the contractual agreement between the parties. Typically, the valuation analyst
prepares a letter of engagement, documenting all the agreed-upon matters in
detail.

The International Valuation Standards (IVS) do not prescribe a specific format

7/28



CV\ EMHEE S RS
Chartered Valuation Analyst (CVA) Institute

for a letter of engagement, but they do provide a comprehensive list of all the
essential issues that must be included in such a document. The CVA Institute
recommends that a letter of engagement should encompass all relevant
matters and content, ensuring comprehensive coverage of the details related
to the valuation engagement.

1)

2)

3)

4)

Identification of the Valuation Analyst:

The valuation analyst, whether an individual, group, or firm, must be
clearly identified in the letter of engagement. If the valuation analyst has
any significant affiliations with the asset(s) being valued or related
parties, or if there are any factors that could potentially impede their
ability to offer an unbiased and impartial valuation, such factors must be
disclosed from the outset. Additionally, if the valuation analyst requires
substantial assistance from others during the valuation engagement,
they must explicitly state the nature and extent of such support. This
disclosure ensures transparency and allows relevant parties to assess
the credibility and objectivity of the valuation.

Identification of the Client(s):

Confirming the identity of the client in the letter of engagement is crucial
for tailoring the format and content of the valuation report to meet their
specific needs. By identifying the client(s), the valuation analyst ensures
that the report contains relevant information that aligns with the client's
requirements and expectations.

Identification of Any Other Intended Users:

It is vital to ascertain the presence of any other intended users of the
valuation report, their identities, and specific needs. Understanding the
requirements of these additional users is crucial for tailoring the content
and format of the report to meet their expectations adequately. By
recognizing the various stakeholders who may utilize the valuation
report, the valuation analyst can ensure that the information provided is
relevant, useful, and addresses the concerns of all involved parties.

Identification of the Asset(s) Being Valued:

In a valuation assignment, it is essential to clearly identify the specific
asset(s) being valued. This clarity ensures an accurate understanding
of the subject of the valuation. By precisely determining the asset(s)
under consideration, the valuation analyst can focus on the right
elements and provide a credible and relevant valuation for the identified
asset(s).

8/28



5)

6)

7)

8)

9)

CV\ EMHEE S RS
Chartered Valuation Analyst (CVA) Institute

Valuation Currency:

In the process of conducting a valuation and preparing the
corresponding valuation report or conclusion, it is essential to determine
the specific currency to be utilized. For instance, the valuation may be
conducted in Hong Kong dollars, Chinese yuan, US dollars, or other
currencies. This requirement is particularly crucial for valuation
engagements that encompass asset(s) in multiple countries and/or
entail cash flows in various currencies.

Purpose of Valuation:

It is essential to clearly define the purpose for which the valuation
assignment was undertaken to avoid misinterpretation or unintended
use of the valuation recommendations. The specified purpose of the
valuation will frequently impact or dictate the valuation methodology and
reasoning employed in the analysis. By precisely establishing the
purpose, the valuation analyst ensures that the valuation's outcomes
are appropriately aligned with the intended application and provide
valuable insights within the intended scope.

Basis(es) of Value Adopted:

In accordance with International Valuation Standards (IVS) paragraph
104, the chosen basis(es) of valuation must be suitable for the specific
purpose of the valuation. Additionally, the source of the definition of any
basis(es) of valuation adopted must be explicitly cited.

Applicable Premise of Value:
The letter of engagement must unambiguously state the applicable
premise of value and provide a clear definition thereof.

Valuation Date:

The letter of engagement must explicitly designate the valuation date. If
the valuation date differs from the date of the valuation report issuance,
a clear distinction must be made between these dates. This measure
ensures that the valuation results accurately represent the value of the
asset(s) at a specific moment in time, preventing any potential
confusion or misinterpretation.

10)Nature and Scope of the Valuation Analyst's Work and Limitations:

The letter of engagement must include a clear and explicit statement
regarding the nature and scope of the valuation analyst's work. Any
existing limitations or restrictions must also be clearly stated. If certain
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information is unavailable due to business conditions, these limitations
must be identified, and any assumptions or special assumptions derived
from these limitations should be provided.

11)Nature and Source of Information Relied Upon by the Valuation Analyst:
It is of utmost importance to explicitly outline the nature and source of all
pertinent information relied upon during the valuation process.
Additionally, validating the extent to which such information is confirmed
is crucial.

12)All Assumptions and Special Assumptions to Be Made:
In conducting and reporting a valuation engagement, it is vital to
explicitly identify all assumptions and special assumptions utilized in the
process. These assumptions significantly influence the credibility and
dependability of the valuation results.

13)Format of the Report:
The letter of engagement must include a description of the format of the
report, outlining the manner in which the valuation results are
communicated.

14)Restrictions on the Use, Distribution, and Publication of the Report:
In cases where restrictions need to be imposed on the users or reliance
on a valuation report, it is imperative to communicate these restrictions
to the intended users clearly. This measure ensures the appropriate use
of the valuation report and helps prevent any misinterpretation or
misuse of the information contained within it.

15)Compliance with International Valuation Standards (IVS) and Local
Regulations:
The letter of engagement must include a statement affirming that the
valuation was conducted in accordance with the International Valuation
Standards (IVS) and relevant local regulations. Additionally, the
valuation analyst must confirm that they will assess the appropriateness
of all significant inputs utilized in the valuation process. This practice
ensures that the valuation adheres to the required standards and
regulations, promoting transparency and credibility throughout the
valuation process.

16)Adherence to the CVA Code of Ethics and Code of Conduct:
The letter of engagement must include a statement confirming that the
valuation was carried out in strict adherence to the CVA Code of Ethics
and Code of Conduct. This statement serves to demonstrate that the
valuation process aligns with industry norms and best practices,
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upholding the highest standards of professionalism and ethical conduct.

17)Compliance with CVA Mandatory Requirements for Business Valuation
Engagements (MR):
The letter of engagement must explicitly state that the valuation has
been conducted in strict accordance with the CVA Mandatory
Requirements for Business Valuation Engagements (MR). This
statement is essential in bolstering the confidence of report users in the
valuation analyst's expertise and competence. Additionally, it reinforces
the quality and reliability of the valuation report.

18)Fees, Timing, and Delivery:
Regarding fees, the letter of engagement should comprehensively
outline the fee arrangements for the valuation work, including the
method of fee calculation, payment terms, and the payment schedule.
This approach ensures that both the client and the valuation analyst are
in agreement concerning the fee aspects, promoting transparency and
reasonableness of the fees.

Concerning timing, the letter of engagement should provide a clear and
realistic timeline for the valuation work. This involves considering the
appropriate scope of work required, scheduling interviews and
face-to-face meetings with management, and allowing sufficient time for
review work.

Furthermore, the letter of engagement should specify the delivery dates
for any interim or draft conclusions, as well as the final valuation report.
This commitment to specific delivery dates ensures that the valuation
process progresses in a transparent and timely manner and that the
final valuation results are provided to the client promptly as agreed
upon.

19)Statement of Agreed Limitations on Liability:
The letter of engagement must include a statement detailing any
mutually agreed-upon limitations on liability. These limitations may
pertain to the scope, duration, or other aspects of the valuation analyst's
liability, and are essential in ensuring that both parties fully comprehend
and concur on their respective responsibilities and obligations outlined
in the contract.

In addition to the essential elements of a letter of engagement outlined above,
the valuation analyst should consider incorporating additional elements that
enhance the client's understanding and confidence in the valuation process.
One such element is the inclusion of a description of the valuation approaches
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and methodologies that will be considered and applied to the target business
or business interest during the valuation process. This detailed explanation
helps the client to grasp how the valuation analyst will assess the value of the
business asset(s) or business interest, fostering a better understanding of the
valuation process. By providing this information, the client gains greater insight
into the analytical framework employed, leading to enhanced confidence in the
reliability and credibility of the valuation results. This proactive step
strengthens the client-analyst relationship and ensures that the valuation
engagement proceeds with clarity and transparency, ultimately resulting in a
well-informed and credible valuation report.

2.3 Valuation Report

According to International Valuation Standards (IVS) 103 paragraph 10.1, it is
essential that the valuation report communicates the information necessary for
a proper understanding of the valuation. A report must provide the intended
users with a clear understanding of the valuation. In other words, the content of
the report should convey the true meaning of the valuation and help the reader
to accurately understand the information provided in the valuation report.
According to International Valuation Standards (IVS) 103 paragraph 30.1,
where the report is the result of an assignment involving the valuation of an
asset or assets, the report must convey the following, at a minimum:

1) the scope of the work performed, including the elements noted in
paragraph 20.3 of IVS 101 Scope of Work, to the extent that each is
applicable to the assignment,

2) intended use,

3) intended users,

4) the purpose,

5) the approach or approaches adopted,

6) the method or methods applied,

7) the key inputs used,

8) the assumptions made,

9) the conclusion(s) of value and principal reasons for any conclusions
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reached, and
10)the date of the report (which may differ from the valuation date)

The purpose of this mandatory valuation reporting requirement is to enforce
specific standards of consistency and quality for valuation reports issued by
CVA credential holders. These requirements aim to establish minimum
standards for the content of valuation reports. A valuation report may express
the value conclusions of a valuation through either an abbreviated summary
report or a comprehensive narrative report. Regardless of the format chosen,
the valuation report must incorporate the following elements to accurately
reflect its scope of work.

While the International Valuation Standards (IVS) and the CVA Institute do not
prescribe a specific standard reporting format, it is advisable for CVA credential
holders to incorporate page numbers (in the format X of Y) and heading
numbers in their reports. Below are the headings that CVA credential holders
should consider and adhere to when preparing their reports to ensure
comprehensive coverage of all relevant aspects:

1) ldentification of Report Format:

The valuation report should prominently state which report format option
is being used, whether it is an abbreviated summary report, a
comprehensive narrative report, or any other label that is in addition to,
but not in place of, the label set forth in the International Valuation
Standards (IVS) for the type of report provided.

2) ldentification and Qualifications of the Valuation Analyst:
This section should provide a description of the valuation analyst's
identity, qualifications, and relevant experience. It aims to establish the
credibility and professionalism of the valuation report by showcasing the
analyst's expertise and competence in conducting valuations.

3) ldentification of the Client and Other Intended Users:

This section outlines the identity and specific needs of the intended
users of the valuation report, which may include the client as well as
other intended users. When the client requests to remain anonymous, it
signifies their desire to keep their identity confidential from the public. In
such cases, the valuation analyst must explicitly note in the report that
the client's identity is to be kept confidential at the client(s)’'s request.
This request is also documented in the valuation analyst's work file for
future reference.
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7)
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CV\ ErgEammis
Legal ownership/entity:

The valuation report must clearly indicate the legal ownership or entity
of the asset(s) being valued and provide an explanation of its
significance in the valuation process.

The legal ownership or entity information is essential as it establishes a
fundamental understanding of the ownership structure, allowing the
valuation analyst to appropriately approach the assessment of the
asset(s)'s value.

Understanding the legal ownership or entity is crucial for identifying any
rights, obligations, or restrictions associated with the asset(s). This
knowledge enables the valuation analyst to consider the asset(s)'s
specific characteristics and circumstances, which may significantly
impact its value.

In the context of a business valuation, the type of legal entity (such as a
company, partnership, or sole proprietorship) can influence the
valuation methods used, taxation considerations, and the applicable
discount or capitalization rates.

Purpose of the Valuation and Intended Use:

This section mandates a clear and explicit statement of the valuation's
purpose, which entails explaining the reasons for conducting the
valuation and outlining the specific utilization of the valuation results. It
is imperative to include the intended use of the valuation, and omitting
this information is not acceptable.

Identification of the asset(s) valued:

The valuation report must present a comprehensive and detailed list of
the specific asset(s) being valued. Additionally, it is essential to provide
accurate and appropriate descriptions and definitions of these assets.
The report should strive for clarity and specificity to enable intended
users to easily identify the asset(s) that are the subject of the valuation.

Basis(es) of Value Adopted:

The valuation report must provide a comprehensive description of the
basis(es) of value used in the valuation process. This includes clear
definitions of each adopted basis, along with proper citation of the
source from which these definitions were obtained. Additionally, the
report should offer an explanation of how these basis(es) of value are
applicable in the valuation process.

Premise of Value Assumed:
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The valuation report must provide a description of the premise of value
assumed in the valuation process. This involves defining the premise of
value and referencing the source from which this definition was derived.
Additionally, the report should explain how this premise of value is
applicable and relevant in the valuation process.

9) Any Departures:
The valuation report must clearly list any departures from the
International Valuation Standards (IVS) requirements. If there are
departures based on legislative, regulatory, or other authoritative
sources, these will take precedence over all other IVS requirements.

10)Valuation Date:
The valuation report must clearly indicate the date on which the
valuation was performed. This valuation date is crucial as it represents
the specific point in time at which the asset(s) being valued was
assessed.

11) Extent of Investigation:
The valuation report must describe the extent of the investigation
conducted to gather relevant data and information for the valuation
process. This includes detailing the range of markets, regions, and
industries involved in the assessment.

12)Nature and Source(s) of Information Relied Upon:
The valuation report must provide a comprehensive description of the
nature and sources of information relied upon in the valuation process,
along with an assessment of their reliability. The report should clearly
list various information, literature, reports, studies, and other sources
used for the valuation.

13)Assumptions and Special Assumptions:
The valuation report must include a clear and comprehensive list of key
assumptions and special assumptions made during the valuation
process.

14)Restrictions on Use, Distribution, and Publication of Valuation Reports:
To ensure confidentiality and appropriate use of the valuation reports,
specific restrictions on their use, distribution, and publication must be
clearly specified in the valuation report.

15)Confirmation of Compliance with IVS, CVA Ethical Standards and Code
of Conduct, and MR:
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The valuation report must include a clear statement that the valuation
was conducted in accordance with the International Valuation
Standards (IVS), the CVA Code of Ethics and Code of Conduct, and the
CVA Mandatory Requirements for Business Valuation Engagements
(MR).

16)Valuation approach and reasoning:

The valuation report must provide a clear and detailed account of each
valuation approach and the related valuation methodologies considered
and applied. Additionally, the report should present the reasoning
behind the selection of the chosen methodology. The purpose of this
practice is to ensure transparency and traceability in the valuation
process, allowing the client and other intended users to understand the
valuation analyst's thought process and decision-making rationale.

In cases where the valuation report employs a methodology that
deviates from common practice within the valuation profession, it is
essential to provide a clear explanation for the deviation.

17)Valuation Report Date:
The valuation report must clearly identify the date on which the report
was issued or completed. This valuation report date is critical as it
signifies the specific point in time when the valuation report was
finalized and made available to the client and other intended users.

18)Subsequent Events (if applicable):

The valuation report should address any events that occur between the
valuation date and the valuation report date, provided that such events
were unknown or unknowable before the valuation date. Ordinarily,
these subsequent events are not factored into the analysis and
conclusions. However, if any known subsequent events are disclosed in
the valuation report, the dates of these events should be provided,
along with an indication of whether or not they were considered in the
valuation process. If they were considered, the valuation analyst should
provide an explanation of how they were factored into the analysis. If
they were not considered, the report should clarify the reasons for
excluding them.

19)Comment on any material uncertainty in relation to the valuation:
The valuation report should include a thorough commentary on any
material uncertainties that may have an impact on the valuation results.
The valuation analyst should provide relevant explanations and detailed
discussions about the nature of these uncertainties. Some of the

16/ 28



CV\ EMHEE S RS
Chartered Valuation Analyst (CVA) Institute

material uncertainties that may be taken into account in the valuation
report include lack of reliable data, uncertain market conditions, legal or
regulatory uncertainties, and uncertainty about future business
prospects.

20)A statement of Agreed-upon Limitations of Liability:
The valuation report should include a clear and explicit statement
outlining any agreed-upon limitations of liability between the parties
involved. These limitations may encompass various aspects, including
the scope of use of the report, disclaimers, or other relevant terms
mutually agreed upon by the valuation analyst and the client.

It is essential that this statement is drafted carefully and with legal
advice to ensure that it accurately reflects the agreed-upon terms and
conditions between the parties.

21)Determination of Amount Based on Valuation Conclusions:
The valuation report should clearly indicate the specific amount or
range of values determined based on the valuation conclusion. This
section provides the client and other intended users with a concise and
definitive representation of the asset(s)'s value as determined through
the valuation process.

Additionally, the report should explain the rationale behind the selected
valuation conclusion and highlight any key factors that influenced the
determination of the final value. This ensures that the client and other
intended users understand the basis for the valuation conclusion and
how it aligns with the purpose of the valuation.

22)Representations and Signatures:
The valuation report submitted to the client must include the signature
of at least one valuation analyst who bears full responsibility for the
analysis and value conclusions presented in the report. The following
components should be included in the valuation report:

* Introduction of the Valuation Analysts: The report should provide
an introduction to the valuation analysts who participated in or
conducted the valuation. This section should encompass details
of their academic background, professional experience, areas of
expertise, and any relevant certifications they hold. This
introduction serves to demonstrate the qualifications and
competence of the valuation analyst team, instilling confidence in
the client regarding the expertise behind the valuation.
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Signature of the Valuation Analyst: The valuation report must
prominently feature the signature of the valuation analyst who
assumes full responsibility for the report. This signature signifies
the analyst's acknowledgement that they take complete
accountability for the analytical components of the report, the
value conclusions drawn, and the overall credibility and reliability
of the valuation report. By signing, the valuation analyst affirms
their commitment to adhere to professional standards, ethical
guidelines, and best practices in the valuation process.

*

23)Appendices:
The valuation report may include appendices that contain
supplementary information, data, graphs, charts, calculation tables, and
other relevant materials to support and enhance the understanding of
the valuation report's findings and conclusions.

24)Glossary:
The valuation report may include a glossary that provides clear and
comprehensive explanations of specialized terms used throughout the
report. This glossary serves as a reference guide to help the client and
other intended users, especially those who may not be familiar with
certain technical terminology, understand the specific meanings and
definitions employed in the valuation.

The glossary should encompass a wide range of terms and phrases
that are specific to the valuation profession, including those related to
valuation methodologies, financial concepts, legal terms, and
industry-specific terminology. Each entry in the glossary should be
accompanied by a concise and easily comprehensible explanation,
eliminating any ambiguity or confusion surrounding the terminology.

If a valuation analyst provides valuation services and prepares valuation
reports that do not comply with the CVA Mandatory Requirements for Business
Valuation Engagements (MR), they must make a clear and prominent
statement on the first page of the valuation report. In this statement, the
analyst must specify that their scope of work did not adhere to the
requirements of the MR and also indicate which specific aspects of the MR
were not followed.

18/ 28



CV\ EMHEE S RS
Chartered Valuation Analyst (CVA) Institute

Part lll: Glossary

In all instances, CVA credential holders should utilize the glossary of terms
provided by the International Valuation Standards (IVS). Moreover, the CVA
Institute has established an additional glossary of terms specific to the CVA
Mandatory Requirements for Business Valuation Engagements (MR):

* Abbreviated Summary Valuation Report: An abbreviated summary
valuation report is a condensed version of a comprehensive narrative
valuation report, tailored based on criteria agreed upon between the
client and the valuation analyst. Compared to a comprehensive
narrative report, the abbreviated summary report may contain less
detailed information to meet the client's requirements or focus the user's
attention on specific content. Although not as extensive as a
comprehensive report, the valuation analyst must still conduct a
thorough valuation analysis, ensuring that the value conclusions in the
report are backed by adequate data and professional judgment. The
goal is to provide the necessary support for the client and intended
users' decision-making needs while presenting information in a more
concise format.

» Asset/Assets: In this Mandatory Requirements document, for the sake
of readability and to avoid redundancy, the terms "asset" and "assets"
are used in a generic manner to encompass items that may undergo
valuation. Unless explicitly stated otherwise in these requirements,
these terms encompass "assets, a group of assets, liabilities, a group of
liabilities, or a group of assets and liabilities."

» Best Practices: Best practices are methods and practices derived from
the collective experience and professional judgment of the valuation
profession. They are widely acknowledged and accepted as industry
standards. Best practices encompass all aspects of valuation work,
including information gathering, analysis, selection of valuation methods
and models, setting of assumptions and constraints, risk assessment,
and sensitivity analysis. These practices are followed consistently, even
in situations where explicit instructions are not provided, as they have
been proven to produce reliable and high-quality results over time.

« Comprehensive Narrative Valuation Report: A comprehensive
narrative valuation report is a report that contains extensive content to
enable the intended users to fully comprehend the purpose of the
engagement and the valuation analyst's analysis, reasoning, and
support for the presented conclusions. This type of report typically offers
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comprehensive and detailed information, instilling confidence in users
regarding the valuation process, methodology, and assumptions. While
the report itself provides exhaustive information, additional supporting
data may be included in appendices. Appendices typically comprise
files that bolster the conclusions and reasoning presented in the
valuation report. These files may contain raw data, market analyses,
models, formulas, etc., which further validate and support the reliability
and credibility of the valuation conclusions.

CVA Institute: The Chartered Valuation Analyst Institute (CVA Institute)
is an international valuation professional organisation specializing in the
field of valuation that seeks to ensure that its valuation professionals are
equipped with high-quality education, training, quality control and
ethical requirements.

CVA Credential Holder: A CVA credential holder is a certified valuation
professional accredited by the CVA Institute, specialising in offering
valuation services for businesses and business interests.

Letter of Engagement (LoE): When valuation analysts accept
valuation engagements from entities, companies, or individuals other
than their employer, they are required to provide a signed letter of
agreement for each engagement. This letter, known as a letter of
engagement, outlines the nature, timing, and scope of the valuation
assignment. The contents of the letter of engagement will be tailored to
the specifics of each valuation engagement, ensuring that all relevant
details are included and agreed upon by both parties. The letter of
engagement serves as a contractual agreement, establishing clear
expectations and responsibilities for the valuation analyst and the client
throughout the valuation process.

Mandatory Requirements (MR): Refer to a comprehensive set of
interconnected elements that valuation analysts must strictly comply
with to achieve a high standard of quality and establish best practices in
their valuation processes. These requirements are crucial in defining
the guidelines and objectives necessary to ensure that the valuation
work adheres to the prescribed rules and reaches its intended goals.
The Mandatory Requirements outline specific rules governing the
valuation engagement, encompassing aspects such as the scope of
work and the level of detail required in the documentation. Valuation
analysts must diligently adhere to these rules to guarantee the
thoroughness, credibility, and reliability of the valuation process.

Material Uncertainties: Material uncertainties refer to factors or
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conditions that have the potential to significantly impact the
determination of an asset(s)'s value and introduce considerable
uncertainty into the valuation process. These uncertainties can stem
from various sources, including changes in the economic environment,
market volatility, shifts in policies, technological advancements,
competitive landscape, and other relevant factors.

May: The term "May" indicates that the valuation analyst has the
discretion to make a decision based on factual circumstances and
professional judgment in a given situation. The choice of action may
vary depending on specific business requirements, feasibility, reliability,
and applicability. It allows the valuation analyst to exercise their
expertise and adapt their approach to best suit the unique
characteristics of each valuation assignment.

Must: The term "Must" in this context emphasizes that it is the
unequivocal responsibility of the valuation analyst to strictly adhere to
the requirements on a mandatory basis. These requirements are
formulated to guarantee the credibility, reliability, and compliance of the
valuation process while safeguarding the interests of the client and the
public.

Nature of The Information: Refers to the type and scope of the data
being considered during the valuation process. This may include
various sources such as financial statements of the enterprise, industry
reports, market data, professional appraisals, relevant legal documents,
management representations, and other relevant data.

Should: The term "Should" in this context indicates that compliance
with the stated requirements is strongly recommended and considered
a mandatory standard in the vast majority of cases. Following these
requirements ensures consistency and reliability in valuation work.
However, due to the complexity and specificity of each valuation
exercise, there might be rare situations where other viable methods or
options are available. In such instances, the valuation analyst may
exercise their professional judgment and choose other appropriate
options based on the specific circumstances.

Sources of Information: The sources of information used in the
valuation process are critical to ensuring the reliability and credibility of
the valuation results. These sources of information may include primary
and secondary data sources. Primary data sources usually consist of
raw data obtained directly from the asset(s) owner or related entity,
providing direct insights into the asset(s)'s characteristics and financial
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performance. On the other hand, secondary data sources encompass
data from third-party providers or publicly available information, which
may provide additional market or industry context. The valuation report
should provide a clear overview of the sources of information utilized in
the valuation analysis. It should also highlight the validation and
verification measures undertaken to ensure the reliability and credibility
of the information used.

Subsequent Event: A subsequent event is an event that occurs after
the valuation date but before the issuance of the valuation report, and it
has the potential to significantly impact the value of the asset(s) being
valued. These events may include major changes in the company's
financial performance, market conditions, regulatory environment, or
any other factors that could materially influence the asset(s)'s value.

Valuation Analyst: A valuation analyst is a professional individual who
offers business valuation services.

Work File: A work file is a comprehensive document maintained by the
valuation analyst that serves as a record of the valuation process and
contains all relevant data, information, and documentation used to
support their opinions and conclusions. It is an essential component of
the valuation process, ensuring compliance with the CVA Code of
Ethics and Code of Conduct.
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Part IV: CVA Code of Ethics and Code of Conduct.

CVA stands for Chartered Valuation Analyst. The CVA credential is designed
for professional valuation analysts primarily responsible for conducting
business and business interest valuations to determine the value of companies,
asset(s), or projects. To ensure that these valuation analysts uphold ethical
and professional standards, CVA credential holders must adhere to specific
codes of conduct.

The purpose of these codes of conduct is to enhance public confidence in
valuation work. By adhering to ethical standards, CVA credential holders
ensure their behaviour is honest, transparent, and reliable. This includes
compliance with laws and regulations, possessing the necessary experience,
skills, and judgment, safeguarding client(s) information's confidentiality,
avoiding conflicts of interest, and delivering credible, objective, and
dependable valuation reports.

As such, CVA credential holders are obligated to follow these guidelines
consistently in their work and maintain the highest level of professional ethics.
This not only guarantees the quality and reliability of valuation work but also
fosters greater public trust in these professionals, boosting their credibility in
handling the valuation business.

CVA credential holders must adhere to the following code of ethics and code of
conduct when providing valuation business services.

1) Compliance with Laws and Regulations:

CVA credential holders are required to adhere to all applicable laws,
regulations, and business compliance procedures.

» CVA credential holders must strictly comply with all relevant laws and
regulations and must not engage in any criminal behaviour.

» All valuation business conducted by CVA credential holders must be in
accordance with the established Code of Ethics and Code of Conduct.

» CVA credential holders are expected to follow standard processes and
best practices in the valuation business.

» It is prohibited for CVA credential holders to communicate valuation
conclusions in a misleading or fraudulent manner.
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CVA credential holders must not utilize or communicate misleading or
fraudulent valuation reports, nor should they knowingly permit an
employee or another individual to do so.

CVA credential holders shall refrain from accepting valuation business
that involves predetermined valuation opinions or conclusions.

Offering undisclosed fees, commissions, or incentives to attract
valuation business from client(s) is strictly forbidden.

CVA credential holders must avoid advertising or soliciting business in a
manner that is false, misleading, or exaggerated.

Integrity:

CVA credential holders are required to conduct valuation services with
utmost integrity, displaying honesty, fair dealing, truthfulness, and
objectivity in all their business relationships, whether for a client or an
employer.

3)

If a CVA credential holder becomes aware of any false, misleading, or
recklessly stated information in a valuation conclusion or intentionally
omitted information that could significantly mislead, they must promptly
notify the employer or client(s) about the risks associated with such a
valuation conclusion. The CVA credential holder is also obligated to
maintain a written record of this communication.

To rectify any misleading information, the CVA credential holder should
take appropriate measures, such as issuing a revised valuation
conclusion or valuation report that accurately reflects the necessary
information.

Objectivity:

CVA credential holders must maintain their professional and business
judgment free from biases, conflicts of interest, or undue influence from
external parties.

In situations where obijectivity could be compromised, CVA credential
holders should consider declining the valuation engagement. However,
certain steps can be taken to mitigate threats to objectivity effectively.
This includes disclosing the potential threat to relevant parties and
seeking their consent before proceeding with the valuation.
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The following examples illustrate possible threats to objectivity where
CVA credential holders should either decline the valuation engagement
or take actions to eliminate or mitigate the threat:

*  Providing valuation services for both the buyer and seller of an asset
in a transaction.

* Providing valuation services for multiple parties competing for the
same opportunity.

* Conducting a valuation engagement for a principal client when the

CVA credential holder's firm has a material interest in the principal

client.

Receiving a request from a supervisor to modify assumptions

without any reasonable basis to achieve a desired valuation

conclusion.

If satisfactory measures cannot be implemented to eliminate or
minimize the threat to objectivity, the CVA credential holder must decline
to provide the valuation engagement.

4) Professional Competence:

CVA credential holders are obligated to uphold their professional
knowledge and skills at a level that ensures individuals or organizations
relying on their valuation findings receive services based on current
practices, legislation, and advancements in valuation technology.

To maintain professional competence, CVA credential holders must
actively engage in ongoing learning and stay abreast of relevant
technical, professional, and business developments. Continuous
Professional Development (CPD) training is essential in enabling CVA
credential holders to enhance and sustain their abilities to perform
proficiently in a professional environment.

In situations where a CVA credential holder, along with their team
(including any third-party external experts engaged), lacks the
necessary expertise and experience to competently conduct the offered
valuation engagement, they must decline the assignment.

5) Confidentiality:

CVA credential holders are bound to maintain the confidentiality of
information obtained through their professional and business relationships.
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Such information should not be disclosed to any third party without explicit
and proper authorization, except in cases where disclosure is mandated by
law or professional rights and obligations.

* CVA credential holders must be aware of and adhere to relevant
confidentiality laws, regulations, and contractual terms that apply to the
valuation engagements they undertake.

» CVA credential holders must exercise caution to preserve confidentiality,
refrain from voluntarily disclosing sensitive trade secrets, and be vigilant
about the potential for unintentional disclosure, particularly to close
business associates or immediate family members.

» The principle of confidentiality continues even after the termination of
the relationship between CVA credential holders and their client(s) or
employer(s). When a CVA credential holder transitions to a new job or
takes on new clients, they may draw from their past experience.
However, they must refrain from using or revealing any confidential
information acquired or received during prior professional or business
relationships.

6) Independence and Professional Conduct:

All CVA credential holders have a duty to maintain independence while
delivering professional services to the client(s) or employer and ensure that
these services adhere to all legal, technical, and professional standards.

» Acting professionally includes taking responsibility for acting in the
public interest. A CVA credential holder's duty extends beyond fulfilling
the needs of a particular client or employer; it also requires
consideration of how their professional decisions may impact unknown
third parties. While the client(s) or employer's needs are crucial, a CVA
credential holder should refrain from accepting any valuation request
that could harm the broader public interest and potentially damage their
own reputation and that of the profession as a whole.

» When working as part of a team and relying on parameter assumptions
provided by different members of the profession, CVA credential holders
are expected to exercise diligent due diligence in verifying the data,
using their own expertise, and confirming that the assumed data aligns
with past experience or is applicable to the project. In cases of doubt,
CVA credential holders should seek written confirmation from a team
member and, if necessary, inform their immediate supervisor while
maintaining a written record of it.
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Valuation assumptions involve subjective judgment, and CVA credential
holders should establish principles within their company for assessing
assumption parameters to minimize the influence of human subijectivity.

For significant assumption parameters, if there is a substantial
difference of opinion between CVA credential holders and team
members, it is recommended to confirm the use of such parameters
through the team leader or seek a written report from a relevant industry
expert. CVA credential holders must maintain a written record of the
confirmation.

In marketing, CVA credential holders should uphold the reputation of the
industry. They should be honest and trustworthy, avoid exaggerating the
services they can provide, their qualifications, or their experience, and
refrain from making derogatory or baseless comparisons of others'
work.

Conflicts of Interest and Disclosure:

CVA credential holders are required to disclose any existing or potential
conflict of interest in any business they are engaged in for valuation
purposes.

If a conflict of interest arises, CVA credential holders must either
withdraw from the valuation engagement or inform the client(s) in
writing about the conflict of interest before accepting the assignment.

It is considered unethical for a CVA credential holder to knowingly
accept a valuation engagement if they have a direct or indirect existing
or potential conflict of interest concerning the valuation engagement or
its findings, unless:

* Such conflict of interest is disclosed in writing to the client(s) before
accepting the assignment.

The conflict of interest is fully and accurately disclosed in the
valuation report.

CVA credential holders must also disclose any fees, commissions, or

other benefits received by them from the purchaser of the valuation
engagement.
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Management and Retention of Work File:

CVA credential holders are required to create a comprehensive work file
before issuing any valuation report or conclusions.

9)

The work file should include:
Essential details about the client(s).
Copies of all valuation reports.

* All supporting data, information, and documentation that
substantiate the valuation opinions and conclusions.

CVA credential holders must retain the work file for a minimum of five
years.

Proper arrangements should be made by CVA credential holders to
ensure the secure retention, accessibility, and retrieval of the work file.

Rights and Obligations of CVA Credential Holders:

CVA credential holders shall be granted priority to participate in various
activities organized by the CVA Institute.

CVA credential holders have the right to provide opinions and
suggestions on the CVA Institute's work.

CVA credential holders shall be given priority in accessing research
reports provided by the CVA Institute.

CVA credential holders must be familiar with and understand the CVA
Code of Ethics and the Code of Conduct.

CVA credential holders are obligated to adhere to this Code of Ethics
and Code of Conduct and uphold the reputation of the CVA Institute.

CVA credential holders have the obligation to fulfill dues payment
requirements.

CVA credential holders are required to actively participate in the

Continuing Professional Development (CPD) program and meet the
specified minimum hours of training.
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