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GOVERNMENT OF INDIA

MINTSTRY OF CORPORATE AFFA IRS

5TH Floor, ‘A’ Wing, Shastri Bhawan
Dr. Rajendra Prasad Road,
New Delhi-110001
Dated: 3-08-2019
ORDER .

Sub: Constitulion of a Committee of Experts to examine the need for an Institutional

framework for regulation and development of valuation professionals regarding

A Committee of Experts with the following compuosition is hereby constituted to

examine the need for an Institutioral framework for regulation and development of
valuation professicmals:

5.No.

1
2
53
4.
o
f1

t

&

(1% Name (5/Shri) Pogilion
Dr. M.5. Sahoo, Chairman, IBBI Chairperson
Prafulla Chhajed, President, [CAl Membor
Balwinder Singh, President, ICaA] Member
Ranjeet Pandey, Prosident, 1CS] Member
B. Sriram, Ex-CEQ & MD, 1DBI Bank Member
Prof. R Marayanaswarny, Professer, (1M Ban palore Member
Ajay Bahl, Founding Partner, AZB & Parimers Member
Mang Pandey, Joint secretary, MOA Muember-Secretary

and Convenor

Terms of Reference of the Commitice are as follows:

Institulional framewuork for regulation and development of the valuation profession
and ils scope;

Regulatory  architecture, including the extent of self-rogulation and statutory
regulation, Governance of the regulatory instilutions; Monitoring of the conduct and
petformance of valuers and d isciplinary mechanism;

Mechanism for development of a cadre of valuers, including for the current
practitioners and freshers who wish to have a career in valuaton profession:
knowledge development and management, databases, technology ete;

Provision of valuation services, including market struchire, valustion standards;
Transitional arrangement for Registered Valuers/ other valucrs de Registered Valuers
Crrganizations (RVOs);

Resource planning for all the above;

Any other aspect that may be reterred to the Committes by the Government or the
Committee mav consider relevant

The Commiltee may also enga pe experts trom Lhe relevant field, if required.



4, Secretarial assistance o the Committes will be provided by the Insolvency and
Bankruptey Board of India {IBBI).

3 The Committee will submil its repart to this Ministry within 3 months from the dase
of its constitition.
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1710002,

3. Sh. Balwinder Singh, Member,
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1. 5h. Ranjeet Pandey, Membeor,
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2. 5h. B. Sriram, Member,
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ANNEXURE B

MINUTES OF I"MEETING OF THE COMMITTEE OF EXPERTS

The 1 Meeting of the Commitee of Experts constituted 10 examine the need for institutional
framework tor regulation and development of valuation professionals (CoE) was held at 10AM
on 147 Septembey, 2019 in the Conference Room of the Insolvency and Bankruptcy Board of
India at Mayur Bhawan, Connaught Place, New Delhi.

2. Al Members of the CoE were present, as under:

S1. No.| Name | Affiliation Bl = | Role in Cok
I Dr, M. 5. Sahoo Chairperson, Insobvency esnd Bankruptey | Chawrperson
| Board of India . p
2 Mr. B Sriram Ex-CEQ & MD, IDB] Bank Member
3 CA, Prafulla P. Chhojed | President,  Institute of  Charlered | Member
» | Accountants of India } .
4 | CS. Ranject Pandey President,  Instite: of  Company | Member
Secretarics of India
iS5 CMA. Balwinder Singh | President, Institute of Cost Accountants of | Member
India
fr Mr. Ajay Bahi r'ﬂunl:.hn[2 Partner, AZB & Partners Member
T Dr. K. Naraysnaswamy | Professer of Finance and  Accounting, | Member
| [Throuph Skype)) Indian Institute of Management, Bangalore
8 Mr. Mancj Pandey Joint Secretary, Ministry of Corporate | Member-
AlTairs Secretary  ad
- 2 - Comvendt
3. The following atended the meeting by invitation: B
| 8L No. Name Position ~ Urganisation
1 Mr. Tharvinder Singh Under Secretary Ministry of Corponte
2 Mr. I"J'llli:-l:p Singh Asst, Section ﬁl”l"L.ur Attairs
3 | Dr. Navrang Saini Whole Time Member | Insolvency and
4 Dr. Mukulita Vijavawargiys | Whole Time Member | Bankruptey  Board  of
: Mr, Pawan K Kumar | Executive [irector Indiza
i M. Debajyoti Ray | Chiel CGieneral
Chaudhari Manager
7 Mr. Amit Sabu 1>y, General Manager
B | M Deeptanshu Singh | Assistant Manager
9 Mr. Abhishek Mittapally Assistarl Manager
| 10 Ms, Mamisha Singh | Assistant Manager
(11 | Ms. Manmayi Sharma Rescarch Fellow Vidhi Centre for Legal
12 Mr. Akash Ch, Jauhari Research Felliw Palicy
13 CA Al Kumar Gupla Vice President Instilute.  of Chartered
14 fs. Shanu Goel Sr. Executive Officer | Accountants of India
[15 | Mr. Daksh Trivedi Partner | AZB Partners

4. Dr. Sahoo welcomed the members and invitees to the meeting, He thanked Government for
constituting the CoF and thanked the Members for joining the Col.

5. Mr. Pandev shared the intention of Govemment of India behind constituting the CoE. He
bricfly described the previous efforts made in this regard, including constitution of an Expert
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Group in 2008 and drafting of Valuation Prolessionals Bill which may be considered by CoBE
as the base document.

b, ‘The CoF took note of the backprounder circulated vide mail dared 117 Seprember, 2014
alongwith its annexures. 1L noted its terms of reference and its obligation 1o submit & report
within three months from date of its constitution. Considering challenges and oppomunitics in
an evelving market economy, it decided W propose a malleable, but robust framewark, which
would serve the economy and the valuation profession in the dayvs lar ahead and enpender a
cadre of not just valuation professionals, but the most valuable professionals and which could
be a model for other professions.

T, Mr. Amit hahu made a detwiled presentation covering the following:

(a) a historical perspective of valuation profession in India:

ih} attempls made in the past o provide an institutional framework for the profession
(Wanchoo Committee, Irani Committee, Amit Mira Committee, cte. )

{c) salient features of draft Valvation Professionals Bill, 2008 (2008 Bill);

{d) salient features of the Companies (Registered Valuers and Valuation) Roles, 2017 (2017
Kulesy,

(2] progress inimplementation gnd experience with the implementation of the 2017 Rules;

(0 instiutional framework for other professions such as Chartered Accountants, |egal
Practitioners, Medical Practitioners, Insclvency Professtonals, ete.

() contemporary thought on regulatory architecture and design, particularly, the work of the
B. N. Srikrishna Committes (2014), and the Competition Law Review Committes
(2019);

{h) brief details of representations received from stakeholders secking the composition of the
CoE and making suggestions on terms of reterence of the Cok; and

(11 a set of probable issues for deliberation by the Cak.

8. Based on detailed deliberation, the Cok noted as under:

(a) The reforms since 1992 focussed on creating 8 market economy through provision of
coonomic frocdom (freedom o sturt, continee and discontinue business).

{b} A market coonomy is serviced by aoset of specialised regulators which operate in ah
incomplete: legel  framework  (skeleton  legislation with substantial subordinate
lemisiation).

(] A markel sconomy heavily relies on robust institutions for efficient and sustainable
provigion of goods and services,

id) The quality of institutions explains the differential performance among the cconamies.

(&)} The focus of reforms has shified to institutional reforms to sustain economic freedom,

([} There is increasing oreanisation of economicactivities necessitating the scrvices of a
wvuriety of professions.

{g) Professions are important institutions of 2 market economy. Their influsnce in the
making of the socicty and the economy has been growing over the years.

(h} Protessionalisation to a large extent determines the competitive edee of nations and
susfamability of prospenity.

(1) Professionals discharge secondary state functions. They are the extended arms of the
regulator and work towards Turthering the objective of the state.

{1) The business environment and the role of professiens in the econemy has been
chunging.

{k} Thinking about design of architecture tor development and regulation of professions
has been changing,

(I} Thinking about the role and design of regulators is changing,
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(m)The report of the Competition Law Review Committes released in Julv, 2019 provides
the state-of-the art regulatory architecture. The work of the Financial Legislative
Reforms Commission (20013), B. N, Srikrishna Commities (2014}, HLC on Disciplinary
Mechanism (Meenakshi Dutt Ghosh Committes) (20017 ete. reflect contemporary
thought on design of regulators,

() A Regulalor is a mini stale which discharges quasi-legislative, executive and quasi-
Judicial functions simultanecusly having potential of public law concerns.

(o) The soul of & profession is the trust and reputation it eénjoys. The institutional
tramewotk should aggressively build snd protect trust and reputation rom day one.

(p} An institutional framework tvpically comprises thres key clements, namely, standards
for valuation, development of profession, and regulation of profession of valuers.

(q) A wvibrant and dynamic profession reguires investment in ressarch, krow lesdge
management and technoloosy,

(ry While a regulator of a profession competes with market for its developmental activitics,
it 15 monopoly in the space of regulation.

(s} The madel for delivery of developmental initiatives has considerably changed with
emergence of market cconomy and intensive use of technology,

{th The valualion profession has a long history in India, probably for about a century.

(u) DifTerer statules and authorities in India require valuation of assets for differemt
purposes and at times prescribe the mannegr of such valuation.

{v) There is ne comprehensive institutional framework that imparts respectability to the
valuation profession while holding the valuation protessionals accoumtable for their
SCTVICCS,

{w)The institutional framework o be proposed by the CoE should be least disruptive,
incremental and grounded on market realities. It should build on existing institutional
framework,

{x) The institutional framework should be stale-ol-the-art. be malleable 1o the dynamic
context and make use of latest technologies.

{¥} The time is opporlune o come up with an institutional structure for regulation and
development ol valuation profession, as the market has already sccepted 2007 Rules
and are anxious W have a statutory framework,

9, Members of the Coll expressed views az under;

(a) The 2008 Bill and the 2017 Rules arc broadly similar. The thinking behind the 2008 bill
und the practice under the 2017 Rules could be a useful starting point for the CoE.

(b) The framework to be proposed by the CoE may not limit to valuations under the
Companies Act, 2013 (Act) and the Insalvency and Bankruptey Code, 2016 (Code)
enly. Valustions wnder any other law may be feclored i development of the
nstitutional lremework and a valuer may be enabled 1o conduct valuations outside the
Act and the Code. The framework may cover all valuations in a phascd manner
depending on expericnce and the needs of the time. It should, however, be incentivised
und facilitated and may not be made mandatory.

{c) The rationale [or prohibiting a subsidiary, joint venture or associate company from
being registered 4s a valuer under the 2017 Rulesis not clear,

{d} An assessment may be made il the framework should provide for valuations in niche
arcas such as intangibles. arts, forestry, ete.. whether by having o dedicated asset class
or athcrwise,

{e) It may be advisable 1o distinguish the assets based on size / value for the purposes of
valuation and to provide for woe categories of valuers. One category muy value small
value assets. while the other values high value assews. A valuer vul.umg small valuc
assets may have a mechanism to graduate to the other category.
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ify Legal and medical profession allow external entities to groom professional tor
registration and regulation by Bar Council and Medical Commission respectively, The
three professionul Institutes proom the professionals themselves and register and
repulate them, In the former, repulation end development are broadly with two
agencies. while it is mostly with one ageney in the later.

{g) The exiant model requires a person having & basic qualification and experience in a
related discipline to top up his knowledge to become a valuer. Possibly, along with this,
freshers may be allowed to complete a comprehensive course like LLB. CA. MBBS w
groom iailor-made valuers,

{h} Assuming a two-tier model, the IBBI may have a vertical to play the role of the First ter
For a Tew vears betore it is transferred Lo a full-fledged separate body.

(i) Reaulator should be given autonomy for the intended purpose, However, it should also
be fully accountable. Regulator should have robust procedures for discharge of quasi-
lesizlative and quasi-judiciel responsibilities.

{ity The Disciplinary mechanism [ollowed by the three professional instilules segregates
violations in Lo two Schedules. Schedule | offences are reported to Board of Disciplme,
while Schedule 11 offences are repurted to a Disciplinary Committec. There can be
gimilar division of responsibilities between two tiers, Recommendations of Meenakshi
Dutta Ghosh Committes in respect of 1ICAL ICSI1 and ICOAI may also be studied for
ouidance,

ik} If developmental and regulatory functions arc housed in two bodies, developmental
body may have elected representatives, while regulatory may nol,

(1} Outsourcing the disciplinary proceedings o non-clecled members may not be
appropriate as they may not be able to do complete justice as they do not have the
experience of pragtice as a professional.

{m)The governing board of the regulatory body may avoid elected representatives. It may
also avoid practising valuers to avoid conflict of interest. However, it should have
eminent citizens on the board in the interest of democratic legitimacy, [0 must have a
mecharism to eccess the market knowledge for making regulations. The model of
demutalised stock exchanpe could be examined.

{n} There will be a hupe scrutiny on the valuation profession, and the proposed instimutional
framework should be ready for the same. For this to happen, enough provisions with
respect bo lransparency and accountability sre Lo be made.

{0} Warld Bank has guidelines on setting wp of institutions, These Guidelines may be
studied.

ip) International practice and experience of valuation profession may be studicd.

10, The CoF identified the followingissues for deliberation as they have a bearing on design of
the institutiomal framework:
(1 Vastor of YValuation Profession
(2} Review of Valustion Profession International by
{3} Review of Valuation Profession in the Country
(4} Review of Other Professions in the Country
(3) Market for Valuation Education
{6} Market for Research and Kaowledge Management
{74 Market for Valuers
(8) Market for Valeation Services
{9y Exclusivily
(10 Profession vis-a-vis Technology
{113 Statutory Regulation Vs, Sclf-Regulation Vs, Regulated Self-Repularion
{12 One Tier Vs, Two Tier Regulation
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[ 13) Repulation Vs, Development Va. Standards

{ 14) Reole of Each Tier in Regulation ! Development of Valuers / Market
(15} Scope and Approaches of Development

i 16) Scope and approaches for Research

{171 Scope and Approaches of Regulation

{18)Governance of Each Tier

(197 Accountability of Each Tier

(207 Independence of Fach Tier

(21} Resources of each Tier

(223 Scope of Swlutory Legislation

{23) Scope and Manner of Making Subordinate Legislation
(24) Seope and Manner of Making Byelaws

(23) Monitoring and Enforcement

(26} Scope and Manner of Quasi-Judicial Functions

{27 Scope and Manner of Making Valuation Standards
{28) Cligibility 1o be a Valuer; Qualification, Experience, Entily
(29) Independence and Accountability of Valuer

(1) Code of Conduct and Ethics

(21) Protections for Valeers

(32} Dealing with Grievances of Valwers

(33) Dealing with Grievanoes apainsl Valuers

(34) Reputation of the profession

{35) Phasing; Short / Medium / Long Tenm

(36) Grandfathering

(37) Transitional Amangement for BB

(38} Transitional Armanzement for BV Os

(393 Transitional Arrangement for BY s, and

(a0 Mulleaki ity of Framework.

| I. The CoFE decided to have about 10 roundtables with stakeholders - professionals and users -
by elicit their views and understand their needs better, It was decided that IBBE will faciliate
these roundiables in different cities over next 30 davs, with the help of trade and industry
baodies, RV0s and professicnal institutes. IBBI will prepare a structured questionnaire based on
the issues listed in Para 10 above. The questionnaire would be circulated to stakeholders
heforehand and will be used 1o elicit response from them in round tables. They may alsa have
option to submit wrillen response to the questionnaire, Members of the CoE will join these
roundtables to the extenl possible. CA Chhajed offered premises of 1CAL for holding
roundtables.

12, A copy ol the beok *Regulation in India: Capacity, Design, and Performance; edited by Mr.
Devesh Kapur and Mr. Madhay Khosla was made available 1o Members tor betier
understanding of issues.

13, Keeping in view the representations and the nesd to have complete perspective, the Call
decided 1o invite the following experts to its meetings:

{a) Mr. Winay Goel, CEQ of IOV Registered Valuers Foundation

(h) Mr. Kirit P. Budhbhatti, Priecipal, Budhbhami & Associates

{c} Mr. Varun Gupta. Managing Director, Duit & Phelps

(d1 Mre. Somasekhar Sundaresan, Advocate, and

(&) Mr. Nitin Kapoor, Director, Operations and Business Development, South Asia, RICS.

Fag=5ofib
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14 Tt wis decided to have the next meeting of the CoE at 10AM on 24" October 2019,

Date: 14" Seprember 2019
CHAIRPERSONMNew Delhi
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ANNEXURE C

MINUTES OF 2"? MEETING OF THE COMMITTEE OF EXPERTS

The 2™ Meeting of the Committee of Experts constituted to examine the need for institutional
framework for regulation and development of valuation professionals (CoE) was held at 10.00
AM on 24" October, 2019 in the Conference Room of the Insolvency and Bankruptcy Board of
India at Mayur Bhawan, Connaught Place, New Delhi.

2. The following Members of the CoE and Invitee Experts were present:

10 | Ms. Namisha Singh

Assistant Manager

No. | Name Affiliation Role in CoE
1 | Dr. M. S. Sahoo Chairperson, IBBI Chairperson
2 | CA Prafulla P. Chhajed President, ICAI Member
3 | CS Ranjeet Pandey President, ICSI Member
4 | Mr. Ajay Bahl Founding Partner, AZB & Partners | Member
5 | Dr. R. Narayanaswamy Professor, [IM, Bangalore Member
6 | Mr. Manoj Pandey Joint Secretary, MCA Member-Secretary
and Convenor
7 | Mr. Kirit P. Budhbhatti Principal, Budhbhatti & Associates | Invitee Expert
8 | Mr. Vinay Goel Managing Director, IOV RVF Invitee Expert
9 | Mr. Nitin Kapoor Director, RICS Invitee Expert
10 | Mr. Somasekhar Sundaresan Advocate Invitee Expert
11 | Mr. Varun Gupta (through VC) | Managing Director, Duff & Phelps | Invitee Expert
3. The following attended the meeting by invitation:
No. Name Position Organisation
1 Mr. Tharvinder Singh Under Secretary Ministry of Corporate
2 Mr. Dileep Singh Asst. Section Officer Affairs
3 Dr. Navrang Saini Whole Time Member
4 Mr. Pawan K. Kumar Executive Director
5 Mr. Debajyoti Ray Chaudhari | Chief General Manager
6 Mr. Amit Sahu Dy. General Manager Insolvency and Bankruptcy
7 Dr. Kokila Jayaram Dy. General Manager Board of India
8 Mr. Deeptanshu Singh Assistant Manager
9 Mr. Abhishek Mittapally Assistant Manager

15 Mr. Harsh Kabra

Senior Associate

12 | CA Atul Kumar Gupta Vice President ICAI
13 | Ms. Sarika Singhal CEO-Designate ICAIRVO
14 | Mr. Daksh Trivedi Partner AZB Partners

16 Mr. Akash Ch. Jauhari

Research Fellow

Vidhi Centre for Legal Policy

17 | Mr. Nimish Gupta

Managing Director

18 Mr. Gurvinder Rana

Chief Regulation Officer

RICS

19 | Mr. Tanuj Bhatnagar

Registered Valuer

IOV RVF

4. Dr. Sahoo welcomed the members, experts and invitees to the meeting.

5. The CoE approved the minutes of its 1% meeting held on 14™ September 2019.

6. The CoE took note of the following material circulated vide mail dated 22"¢ October, 2019:

a. Feedback received at 11 roundtables,

b. Feedback received from 11 RVOs,
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c. Inputs of Dr. Narayanaswamy received through his mail dated 2™ October, 2019,
d. Inputs of Mr. Budhbhatti received through his mail dated 6™ October, 2019,

e. Summary of feedback received on online platform of IBBI, and

f. feedback received through a few mails.

7. Mr. Amit Sahu apprised that as decided in the 1% meeting of the CoC, extensive consultations
have been held with stakeholders to solicit their views on the identified issues. He stated that 11
roundtables were organised in nine cities to seek views of stakeholders. Detailed submissions
have been received from 11 RVOs on each issue. Further, 920 feedback have been received from
public on various issues through the online platform of IBBI. Besides, a few mails providing
feedback have also been received. Mr. Sahu made a presentation on the feedback received from
various sources under four broad sets of issues, as under:

a. Development of Valuation Profession;

b. Regulation of Valuation Profession;

c. Regulation of Market for Valuation Services; and

d. Transitional Arrangement.

8. The CoE deliberated these issues in detail with a view to develop valuation profession as a
profession of choice, which enjoys trust and respect of the society while being accountable for
its services. It was, however, mindful of the ground realities in terms of existing regulatory
framework and the ecosystem, practices in profession domestically and internationally, state-of-
the-art regulatory architecture and practices, and the feedback of the stakeholders. These minutes
capture the broad consensus on the issues. The details of rationale for arriving at the consensus
will be dealt in the report.

9. Development of Profession: The following views emerged:

(a) An enduring and enviable profession requires induction of young talent. The framework
should enable and attract young talent to join the profession.

(b) The framework should define broad entry norms for the profession in terms of educational
qualifications and enable the regulator to prescribe the details and to modify the same with
changing needs.

(c) An individual may join the profession on completing either of the courses:

(1) a two-year professional course on valuation, which includes an internship of one year, if he
has a degree or equivalent qualification in any of the identified disciplines relevant for an asset
class; or

(i) a four-year integrated professional course, which includes an internship of one year, if he
has passed class XII.

(d) Both the two-year and four-year courses may be delivered by academic institutes, universities
and RVOs, accredited by the regulator. The regulator may develop capacity of the accredited
institutions and do initial handholding by way of programmes such as train the trainers. It may
prescribe the syllabus and control the quality of delivery by accredited institutions. These courses
should not be normal academic course requiring UGC/AICTE approval. These should be
professional courses enabled under the Statute of the profession.

(e) Both the two-year and four-year courses may be available for each asset class, where a part
of the course is common to all asset classes and the other part is unique to an asset class.

(f) To start with, the courses as well as registration of valuers may be available for three asset
classes, namely, Land & Building, Plant & Machinery, and Financial Assets. However, the
number of asset classes may be increased or decreased with changing needs. The scope of an
asset class may also be increased or decreased. For example, Land & Building may include
agriculture, plantation, live-stock, etc.
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(g) The admission to the four-year course should be made through a centrally administered entry
examination to have the right talent with right aptitude for the profession. The admission to two-
year course may be left to accredited institutions.

(h) The accredited institutes should compete among themselves to provide superior quality
valuers.

(1) The fee charged by an accredited institution should be market driven. The regulator may be
enabled to intervene should such a situation arise.

(j) On completing the courses, an individual may pass a centrally administered examination to
demonstrate his ability for registration as a valuer.

(k) Since the education includes practical training in the form of internship, no experience may
be required for registration as valuer.

(1) There may not be any age requirement to become or cease to be a valuer.

(m) The valuers may be required to undertake continuing professional education.

(n) The valuers may be admitted as associate members to start with. They may progress to
become fellow members after a certain number of years of experience and/or on demonstrating
certain professional achievements.

(o) The regulator may undertake advocacy for the valuation profession but must not lobby for
work for valuers. The focus should be on developing capacity of the profession and not
canvassing work for it.

(p) The regulator may undertake and promote research in initial days. However, the accredited
institutions, as a condition of accreditation, may be required to produce certain minimum
research publications. This is essential for producing world-class valuers who can service
anywhere in the world with credibility.

10. Regulation of Profession: The following views emerged:

(a) Two-tier regulatory architecture may be adopted, like the profession of insolvency
professionals. However, care should be taken to ensure that their jurisdictions do not overlap,
and the authority of the first tier is not undermined. The second tier should have predominantly
a developmental role, while the first tier (regulator) has predominantly a regulatory role.

(b) The statute may create and provide for the details of the regulator and enable the regulator to
provide for details of the second-tier regulator through regulations. Such regulations should
provide the standard norms of governance as are applicable to the regulator.

(c) There were two views as to whether the enrolment of an individual with the second-tier should
be a precondition for registration as valuer with the regulator. While the statute may not require
enrolment with the second-tier, the statute may leave it to the wisdom of the regulator. It is
expected that the regulator would require enrolment with the first tier as a precondition in the
initial days, which could be dispensed with as the profession matures.

(d) There were two views about the composition of the Governing Board of the regulator:

(1) The model recommended by the Competition Law Review Committee may be adopted.
Governing Board may comprise Chairman, wholetime members (WTMs) and matching number
of part-time members (PTMs). All of them shall be appointed by Government. The PTMs would
be eminent citizens who would provide democratic legitimacy. The law may create an Advisory
Committee comprising of valuers and other direct stakeholders, who would deliberate issues and
make recommendations, which the Governing Board must be obliged to consider before taking
a decision in the matter.

(i1) The Governing Board may comprise Chairman, wholetime members (WTMs) and matching
number of part-time members (PTMs). Some positions of PTMs may be earmarked for valuers.
They may be nominated / elected by RVOs.

(e) The regulator may have three distinct wings, namely, quasi-legislative wing, executive wing
and quasi-judicial wing to ensure separation of powers. The quasi-legislative wing may be
headed by an Administrative law member.
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(f) The law may list out all possible contraventions and misconduct by a valuer along with
possible penal/remedial consequences, including warning, penalty and cancellation and
prosecution. The RVOs and the regulator, based on their monitoring and oversight, should place
all contraventions before the quasi-judicial wing for appropriate orders. Mr. Kapoor and CA
Chhajed were requested to attempt a list of contraventions and the maximum penalty for
such contraventions.

(g) The regulator may designate an / a panel of adjudication officer(s) not below a certain level
to conduct quasi-judicial proceedings and dispose of show cause notices by a reasoned order,
following principles of natural justice. The regulator should make available the material relied
upon to press the charge as also the material which undermine the charge. The order passed by
the adjudicating officer may be appealed against before the administrative law member. The
statutory appeal against the order of the administrative law member of the regulator should be
made to the High Court.

(h) Adjudication may require specialised knowledge and understanding of context in certain
cases. The adjudication mechanism may enable access to professional expertise, rather than
having a valuer on the panel.

(1) The quasi-legislative functions need to be discharged after following due consultation and
cost benefit analysis. These should be effected only through regulations.

(j) The standard principles of exercising quasi-legislative, executive and quasi-judicial functions,
as enumerated in the Financial sector Legislative Commission or the Competition Law Review
Committee may be adopted in the interest of accountability of the regulator.

(k) The second tier may be allowed to raise resources from the market while government grants
and fixed annual fee from valuers should form the resource mix for the regulator.

(I) Mr. Sundaresan was requested to draft the chapter on regulatory governance.

11. Regulation of Market: The following views emerged:

(a) Every valuation required under any law must be conducted by a valuer registered under this
framework.

(b) The valuations must be conducted as per valuation standards.

(c) The valuation standards may be developed in the manner like accounting standards and
secretarial standards. However, these may be notified by the regulator and not the Government.
(d) An individual may be registered as a valuer. A partnership firm and LLP may also be
registered as a valuer in the manner firms are registered by ICAI. Wherever a firm is registered,
a partner must sign valuation report and both the firm and partner shall be jointly and severally
responsible for the said report.

(e) There were two views about registration of a company as a valuer. The committee felt the
need to analyse the prevailing international practices in this regard. Mr. Kapoor and Mr. Gupta
were requested to provide a report on best global practices about registration of company
as a valuer.

(f) A valuer may decide to practice or take up employment. A valuer working with a Valuer
entity, either as a director, partner, or employee, should not be considered to be in employment.
(g) A valuer may need to renew his practice certificate at intervals.

(h) The fee of a valuer should be decided by the market, subject to the condition that it is not ad
valorem to the value of the asset being valued or in the nature of success fee.

(1) A valuer renders service under a contractual arrangement with a client. The need for a
professional indemnity or insurance, therefore, should depend on negotiation between the parties
and hence not a matter to be addressed in the proposed framework.

(j) There should be a detailed Code of ethics and conduct for valuers. Mr. Kapoor was
requested to attempt a code of ethics based on international practices.

12. Transitional arrangements: The following views emerged:
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(a) Valuers already registered with IBBI under the Companies Rules may automatically become
valuers under the new framework,

(b) Valuers engaged in valuation services may be allowed to become valuers if they meet
eligibility norms under the Companies Rules and in the manner, provided therein.

(c) Valuers engaged in valuation services, but not having relevant educational qualifications,
may be allowed to become valuers subject to meeting other eligibility norms under the
Companies Rules and in the manner, provided therein, provided they undergo an educational
course of minimum three months.

(d) The flexibility proposed in (b) and (c) may be subject to a sunset clause of two years.

(e) The registered valuer organisations recognised by the IBBI may automatically be transitioned
as second tier regulator under the new framework.

(f) The regulator needs to focus on capacity development which can implement the proposed
framework.

13. Vidhi was requested to draft the report on the lines of the decisions taken by the CoE.

14. It was decided to have the next meeting of the CoE at 10:00 AM on 23" November, 2019 to
consider the draft report of CoE.

Date: 24" October 2019
Place: New Delhi CHAIRPERSON
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ANNEXURE D

MINUTES OF 3RP MEETING OF THE COMMITTEE OF EXPERTS

The 3™ Meeting of the Committee of Experts constituted to examine the need for institutional
framework for regulation and development of valuation professionals (CoE) was held at 10.00
AM on 23" November, 2019 in the Conference Room of the Insolvency and Bankruptcy Board
of India at Mayur Bhawan, Connaught Place, New Delhi.

2. The following Members of the CoE and Invitee Experts were present:

No. Name Affiliation Role in CoE
1 | Dr. M. S. Sahoo Chairperson, IBBI Chairperson
2 | CS Ranjeet Pandey President, ICSI Member
3 | Mr. Ajay Bahl Founding Partner, AZB & Partners Member
4 | Mr. Manoj Pandey Joint Secretary, MCA Member-Secretary

and Convenor
5 | Mr. Kirit P. Budhbhatti Principal, Budhbhatti & Associates Invitee Expert
6 | Mr. Vinay Goel Managing Director, IOV RVF Invitee Expert
7 | Mr. Somasekhar Sundaresan Advocate Invitee Expert
8 | Mr. Varun Gupta Managing Director, Duff & Phelps Invitee Expert
3. The following attended the meeting by invitation:
No. \ Name \ Position
Ministry of Corporate Affairs
1 | Mr. Manish Singh | JTA
Insolvency and Bankruptcy Board of India
2 Dr. Mukulita Vijayawargiya Whole Time Member
3 Mr. Sudhaker Shukla Whole Time Member
4 Mr. Ritesh Kavdia Executive Director
5 Mr. Debajyoti Ray Chaudhari Chief General Manager
6 Mr. Amit Sahu Dy. General Manager
7 Mr. Deeptanshu Singh Assistant Manager
8 Mr. Abhishek Mittapally Assistant Manager
9 Ms. Namisha Singh Assistant Manager
ICAI
10 ‘ CA Atul Kumar Gupta ‘ Vice President
ICAI RVO
11 ‘ Ms. Sarika Singhal ‘ CEO-Designate
AZB Partners
12 Mr. Daksh Trivedi Partner
13 Mr. Harsh Kabra Senior Associate
Vidhi Centre for Legal Policy
14 | Mr. Akash Ch. Jauhari ‘ Research Fellow
RICS
15 Mr. Nimish Gupta Managing Director
16 Mr. Gurvinder Raina Chief Regulation Officer

4. Dr. Sahoo welcomed the members, experts and invitees to the meeting.

5. The CoE approved the minutes of its 2" meeting held on 24" October 2019.
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6. The CoE took note of the following material circulated vide mails dated 21 November, 2019
and 22" November 2019:

a. Draft Report of the Committee of Experts,

b. Chapterisation of Draft Bill,

c. Suggestions on Draft Report by Prof. R. Narayanaswamy received vide his mail dated 22"
November, 2019,

d. Suggestions on Draft Report by Mr. Sriram received vide his mail dated 22"¢ November,
2019,

e. Report of Mr. Kirit P. Budhbhatti received vide his mail dated 21%' November, 2019,

f. Inputs (Code of Conduct and Ethics) of Mr. Nitin Kapoor received vide his mail dated 21
November, 2019,

g. Inputs (Global practices in relation to registration of companies as valuers) of Mr. Varun
Gupta received vide his mail dated 14™ November, 2019,

h. Suggestions of Corporate Professionals (A Registered Valuer Entity) received vide mail dated
1%t November, 2019,

i. Suggestions of the Institution of Surveyors (India) received vide mail dated 31% October, 2019,
and

J. Suggestions of the Indian Association of Investment Professionals (A Member Society of CFA
Institute) received through his mail dated 30" October, 2019.

While taking note of the above, CA Chhajed and Mr. Kapoor were requested to expedite the
list of contraventions along with maximum penalties, as agreed to in the last meeting of the
CoE.

7. The members made the following initial remarks:

(a) Mr. Manoj Pandey suggested that the endeavour should be to develop institutional framework
considering the draft Valuation Professionals Bill, 2008 and the Companies (Registered Valuers
and Valuation) Rules, 2017 as the bases. The departures from the bases, along with the rationale
for the same, may be clearly spelt out in the report. He also suggested that the report may be
submitted without much delay considering the timelines given to the Committee.

(b) Mr. Bahl suggested that the institutional framework should factor in cost of compliances and
ease of doing business. There should be minimal restrictions on entry into profession, while
ensuring that the framework is the least disruptive. He further suggested that the report may
dwell more about valuation profession, and not much about valuation. It may also list valuations
required under the FEMA.

(c) Mr. Budhbhatti suggested that the institutional framework should factor in the needs of all
asset classes for valuation.

(d) There was a general agreement on these initial remarks. It was agreed that the Report may
carry a tabular statement for easy comprehension as under:

Salient 1949 CA 2008 2017 2016 IBC CoE’s
Feature Act Valuers Bill Valuers (IPs) Recommendation
Rules

8. Mr. Amit Sahu made a presentation on the issues and matters covered in Para 6 above
facilitating detailed deliberation on them.

9. The suggestions of Prof. Narayanaswamy and Mr. Sriram were taken up for consideration in
the background that the valuation profession and the law relating to the profession should be
futuristic and malleable. The following views emerged:
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(1) An individual should not be prohibited from having certificates of practice in more than one
asset class of valuation as well as in more than one profession, that is, it should not be mandatory
to require an individual to practise valuation profession exclusively for the reasons: (a) Indian
professionals should be enabled to promote multi-disciplinary practice (MDP) firms and
compete with similar multinational firms on a level playing field. The statutes of all three
professions enable formation of MDP firms, though it has not taken off. (b) In the early days of
evolution of the profession, one may not have adequate work. If he is restricted to practise only
valuation profession, he may hesitate to join the profession. This would discourage talented
individuals to join valuation profession. The insolvency profession would not have come up if
one was required to have exclusive practice of insolvency. (c¢) Valuation is a multi-disciplinary
profession and needs flexibility for excellence. Accordingly, the valuation professionals should
be enabled to promote MDP firms.

(i1) It was considered that a valuation professional may have conflict of interest in certain
assignment. It is, however, not possible to identify and list all such eventualities upfront and to
require a uniform cooling off period for every valuer. It was noted that though the eventualities
could be many, the possibility is extremely limited and may not require to be provided in the
statute. It could be dealt more effectively by appropriate provisions in a dynamic Code of
Conduct. Mr. Varun Gupta was requested to provide an illustrative list of conflict of
interest, which can be included in the report for guidance of users.

(ii1) It was noted that the valuation course could be costly for some students. This needs to be
addressed by way of institutional tie ups for educational loans and scholarships, as available to
students of management. A reference was made to the facility of loans by State Bank of India
for students of the Graduate Insolvency Program (GIP).

(iv) While the regular course and the bridge course should be of two years and four years
respectively, these could be delivered in modules. For example, the course work of one year of
bridge course in the asset class of plant & machinery may have two modules — one module of 6
months devoted to valuations in general and the other module of six months devoted to valuation
of asset class of plant & machinery. An individual, who has completed the bridge course for
plant & machinery, may not be required to undergo the first module again if he wishes to study
the bridge course for the asset class of land & building. However, the internship would not be
modular. One should intern for one year in every asset class he wishes to be a valuer of.

(v) There was an apprehension that at least in the initial years, it may be difficult to arrange
internship for all students undergoing bridge / regular course, as there are not enough valuers
with capacity to train interns. A reference was made to Masters in Valuation Course at Sardar
Patel University wherein one semester of 6 months is devoted to project work. It was agreed that
in the initial years, the internship of one year may include a six-month component of project
work.

(vi) It was suggested that the valuation courses may be incubated at / imparted through 1IM to
start with to establish the standards of education and to impart due respectability to the course.

IITs may not best positioned to do so.

(vii) It was reiterated that the regulator should have option to add / subtract any asset class to
valuation profession as well as contract / expand the scope of each asset class.
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(viii) The report prepared by Mr. Budhbhatti has a table indicating number of valuers per one
lakh of population. This table may be inserted in the report to indicate likely number of valuer
in the country in the days to come.

10. Subsidiary Company as Valuer: There was detailed discussion about the ability of an
individual to compete with a corporate valuer and ability of a standalone company valuer to
compete with company valuers in a network, domestic or overseas. It was, however, reiterated
to allow companies to become valuers. There were two views regarding subsidiary company as
a valuer. One, it should not matter whether a valuer is a standalone company or a subsidiary of
another company. Subsidiary valuer may enable leveraging ‘network effect” and improve quality
of service. Second, exposing domestic valuation firms to global competition may not be
advisable at least in initial years as it is not conducive to develop capacity within the country. It
was noted that competition from global firms is inevitable and, therefore, domestic valuation
firms should develop capacities to deal with such competition. The fear that Indian firms may
not be able to compete is misplaced going by the example of merchant bankers who conduct
valuations. A view emerged that it may be desirable to allow subsidiary companies to be valuers
with appropriate checks and balances, such as (i) valuation should be the sole objective of the
company, (ii) majority of the directors and majority of whole-time directors should be valuers
(ii1) valuation reports should be signed by individual registered valuers, (iv) the company and
individual valuers shall be jointly and severally liable for obligations, etc. It was, however,
decided to discuss again on this in the next meeting.

11. Code of Conduct and Ethics: It was suggested that any prescription by way of Code of Ethics
needs to be carefully drafted as it would become a yardstick for evaluating the actions of the
valuer and the same often becomes the basis of disciplinary action against the professional. While
perusing the draft Code of Ethics, it was suggested to avoid nebulous terms like public interest.
It was decided that the report may include an indicative Code of Ethics and not a model Code of
Ethics. Mr. Budhbhatti was requested to review the Code of Conduct and Ethics, which
will be considered in the next meeting of the CoE.

12. It was noted that valuation being an expression of opinion should not be lightly questioned
absent malafide, gross negligence, very evident, etc. Mr. Somasekhar was requested to
provide a brief note on ‘presumption of bona-fide’ for inclusion in the report.

13. It was reiterated that a valuer should not outsource valuation to another person, whether the
other person is a valuer or not, in the interest of accountability. However, if an assignment
requires services of valuers of other asset classes or any other professionals, he may hire such
services. Further, any form of disclaimer limiting the liability of the valuer needs to be
discouraged.

14. While considering draft report, the following views emerged:

(i) The regulator may be enabled to conduct inspection of valuation professionals, based on
credible material available with it. This may not include the power of search and seizure. The
inspections or disposal of show-cause notices must be time bound. The passing of interim orders
should be avoided. Where it is absolutely necessary, it should be passed only by whole time
member (and not the adjudicating officer) and will be valid for a maximum period of 90 days.
(i1) While agreeing to the proposed regulatory architecture and governance, it was suggested that
the draft report should detail the possibility of regulatory capture and how it is to be addressed.
(i11)) The Governing Council of the regulator may have eminent citizens as part-time members
(PTMs). No valuer should be eligible to join as a PTM. An individual may join as a PTM if he
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was not a valuer in the preceding X years and would not be a valuer in the succeeding X years,
to address conflict of interest.

(iv) As a best practice of good governance, the performance appraisal of the chairperson and
whole-time members should be done by the Governing Board or PTMs.

(v) The primary legislation may provide the broad framework of regulation making process,
while the detailed process may be laid down by the regulatory agency through regulations. A
reasonable time, say 3-6 weeks, may be provided for the purpose of public consultation.

(vi) It may not be necessary to provide for removal of difficulties in the implementation of
subordinate laws, as the Governing Council of the regulator can re-write the regulation.

(vii) It should be mandatory to review subordinate law every 3-5 years.

(viii) The provision for appeal to appellate tribunal may be omitted. Accordingly, the appeals
from the decisions of the Administrative Law member may be preferred before the High Court,
considering the Supreme Court’s recent judgement relating to terms and conditions of member
of tribunals.

15. There was in-depth discussion on the choice between one-tier or two-tier regulatory structure.
While there was a general feeling that there was a role for RVOs, there were two views, each
view with several variations, regarding their regulatory role. One view was that the existing
RVOs should continue, with both developmental and regulatory roles, as the regulator would not
have the capacity, both in terms of reach and competence, to monitor professionals all over India.
The other view was that RVOs being private bodies, state functions cannot be assigned to them.
Besides, there will be regulatory overlaps and gaps, if two regulators operate in the same space.
It was decided to revisit thus issue in the next meeting. To facilitate further discussion, Mr. Goel
and Mr. Nimish Gupta were requested to prepare a note detailing the developmental and
regulatory activities currently being performed by RVOs.

16. The CoE note of the chapterisation of the draft bill.

17. Vidhi was requested to modify the report and draft the Bill on the lines of the above
discussion.

18. It was decided to have the final meeting of the CoE at 10:00 AM on Sunday, the 15
December, 2019 to finalise the report. To facilitate the same, a revised draft report will be

circulated one week prior to the meeting.

Date: 23" November, 2019
Place: New Delhi CHAIRPERSON
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ANNEXURE E1

Views of RVO Estate Managers and Appraisers Foundation

SL Issues for Elaboration of the Issue Views

No. | deliberation

A. VALUATION PROFESSION

1 Vision of What is your vision of the valuation profession, five years, ten years and |As long as business in India exists, requirement of proper
Valuation twenty years hence? Should it be like the profession of Chartered (valuation will be of prime importance. We can catch 10
Profession Accountant, Doctor, Advocate or any other? years.

In some points it is closely associated with the profession
of Advocate.

But the major difference lies in tiers of regulation and
education.

2 Review of Valuation profession of which country / jurisdiction can be a model for Models of RICS (UK & USA), IVSC, Appraisal Institute
Valuation valuation profession in India? Which particular feature, practice, or (USA) may be followed with required necessary and
Profession mechanism can be adopted from that jurisdiction? Any difficulty in [sufficient modifications/alteration.

Internationally | adopting them? Procedures, methodology, code of conduct, ethics etc.

3 Review of Other | Which profession can be model for valuation profession in India? Which [In our opinion, the model of Bar council of India can be
Professions in particular feature, practice, or mechanism can be adopted from that jadopted.
the Country profession? Any difficulty in adopting them? The mechanism is more or less like bar council as bar

council can frame their rules and modify/alter or adopt
them as per requirement

4 Review of Valuation profession has long history in India. What are the learnings / [Bank valuation/mortgage lending/ SARFAESI Act
Valuation lessons of such long experience for the statutory framework for |Statutory valuation for income tax/wealth tax (former),
Profession in the | valuation profession? What features from the draft Valuations [company valuation, etc. - these above have long history in
Country Professionals Bill, 2008 can be adopted? What features from the [the profession.

Companies (Registered Valuers and Valuation) Rules, 2017 (“the RVO related matters to be adopted from Companies
Rules”) can be adopted? Experience with the Rules so far. What has |(Registered Valuers and Valuation) Rules, 2017 (the
worked well? What has not worked well? Rules) that amply covers the issues in questions.
It has been felt that there is huge need of properly skilled
valuers in the business/investment.

B. MARKET FOR VALUATION PROFESSION

5 Market for How big is market for valuation services? Is the market competitive? [Market is huge for the valuation service, market is quite
Valuation How can it be made more competitive? What are market imperfections? |competitive among the valuers, mainly banks as well as
Services Who controls price? What are the market segments in terms of asset lother Government authorities.
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classes, users or any other? What are market shares of individual valuers
and organisational valuers? What influences growth of the market? Does
the market need to be developed?

Market segments are (1) Mainly Land & Building, (2)
Plant & machinery and (3) Financial Assets.

Only the qualified Valuers are allowed to carry on
valuation job.

Due to limited supply of skilled professionals and
existence of entry barrier the market is imperfect.

Market price is influenced by Social, Economic,
Govt./legal, Infrastructural and Environmental forces.

Market needs to be developed properly, other than IBBI
valuers qualified valuers are also required for other
sectors of valuation.

Markets for proper valuation done by qualified valuers
(qualification+ examination + experience which already
exist in case of IBBI registered valuers) are in high
demand.

Market for
Valuers

How big is the market for valuers? What is the market potential over
next 10 years? Is the market competitive? How can it be made more
competitive? What are the market segments in terms of asset classes,
users or any other? Does the market need to be developed? What are
relative merits and demerits of individual valuer and organisational
valuer? Should policy promote one over the other?

Same as above.

Market for
Valuation
Education

How big is market for education? What is market potential over the next
10 years? Is the market competitive? Who are market players? What are
market imperfections? Which model of education — legal, medical,
accountancy or any other - is suitable for valuation education? Should
education and examination be with one agency? What are the
deficiencies in the current model of valuation education in the country?.

Market potential is huge and over the next ten years it
will remain same or will increase

Like the professions of Doctors, Engineers, CAs, MBAs,
valuation profession should come onto the surface as a
dream career. It should be achieved through two-tier
educational system in the bottom-up direction i.e.

10+2 —— B. Tech/ M. Tech/CA/CS/ Cost/MBA (1%
tier from where they can accept in line profession or
chose for 2™ tier) valuation professional [after 50hrs
contact classes + 150 hrs or more coaching on valuation
(may be in distance education mode)]

Due to limited supply of skilled professionals and
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existence of entry barrier the market is imperfect.
Agencies may be different for education and examination
Lack of educational institution for imparting education in
valuation.

As most of the aspiring valuers are in service/professions,
the distance mode of education may be adopted in order
to have maximum aspiring valuers under one umbrella at
a time.

(As shown in Annexure A.)

8 Market for How big is the size of market? How the market can be developed? How [Market potential is huge.
Research and to incentivise research and knowledge management? How soon the |Through proper awareness programme among the
Knowledge extant knowledge would be redundant? Who does research? common people, educational organizations, Govt. bodies,
Management professional organizations and banks, etc.
Govt. should encourage research & knowledge
management by pouring grants, incentive etc.
9 Exclusivity Can valuation services be rendered by anyone? Should valuation |Skilled professionals who can only provide valuation service
services be exclusive domain of registered valuation professionals? [With integrity, objectivity, competence, confidentiality.
What valuations should be mandatorily be conducted by valuers? How [All valuation services should be exclusive domain of the
can competition be promoted if valuation work is reserved for a set of g}‘i‘lllﬁed valuers. More over the Companies Act, 2013 speaks
people? All types of valuation ideally to be conducted by the set of
skilled valuers.
This competition can be promoted by increasing the number of
registered valuers and setting a common standard for valuation
job or service.
C. REGULATORY ARCHITECTURE
10 | Type of Does valuation profession require regulations? Should it be statutory [Two tiers of regulations are required. Rules 2017 amply
Regulation regulation or self-regulation or regulated self-regulations? COVers so.
1* tier Govt level-statutory regulator.
2" tier quasi-govt. RVO level (through different
committees) —Regulated self regulators.
11 | One Tier Vs. Should there be a central regulator or many parallel regulators [Central regulation (1* tier) is required.
Two Tier competing with one another? Should there be two tiers of regulators — |All the second tier regulators may be competitors of one
Regulation many second-tier regulators competing with one another, under the |another, under the oversight of a first-tier regulator.

oversight of a central first-tier regulator? Should the Valuation

Yes, a two tier-system is required to get better results.
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profession be regulated by one-tier regulator as for Advocates or two-
tier regulators as in insolvency profession?

The valuation profession should be regulated by two tier
regulation as already prescribed in Rule 2017.

12 | Regulation Vs. | Should work relating to regulation, development and standards relating
Development valuation profession be housed together? Do regulation and
Vs. Standards development complete or complement each other? Do regulations and |Yes, regulation and standard both should be complement

standards compete or complement each other? What should be the scope [to each other.
of regulation and development in terms of markets for valuers, valuation
services, valuation education and valuation research?

13 | Scope of How long should be the statutory legislation? What aspects should it [statutory legislation as per Rule 2017 is in vogue and it is
Statutory cover? How often this should be amended? Should it be principle based |sufficient and necessary for the operation in India.
Legislation or rule based? Should it be an incomplete law, i.e., should the legislation [Rule based and to be amended as per the need of the day.

be a skeletal one with substantial dependence on subordinate legislation?

14 | Malleability of | How to ensure that the framework remains malleable? How should it [Framework of standard should be malleable. One general
Framework. cover any emerging new asset class? How should it cover valuations |standard and other asset specific standards are available.

under different laws? Same malleable framework of legislation be adopted for
new asset classes also.
It covers valuation under the Companies Act 2013.

D. FUNCTIONS OF THE REGULATOR

15 | Role of Each In case of two-tier regulatory structure, what should be the role of the [1* tier duty in education: to develop syllabus, hours of
Tier in first tier in education, development, standard setting, research, valuation [teaching and conduct examination. Registration of valuers
Regulation / services? What should be the role of the second tier in education, [to be given after passing the exam.

Development of | development, standard setting, research, valuation services? How each 2™ tier duty in education: teaching and training as per
Valuers / such function can be neatly segregated between two tiers? Or some |directives of 1% tier regulatory bodies.
Market overlap is desirable? What are the good areas for overlap and the extent |(Conditions are sufficient in Rule 2017 and fulfilled in all
of such overlap? How to avoid regulatory gaps? aspects)
Overlapping: Code of conduct and principle of ethics of
the RVOs can be overlapped by first tier, grant for RVOs’
running can be considered as well.

16 | Scope and What areas need regulation? Who - valuers, market for valuation |As prescribed in Rule 2017 — covers all the aspects.
Approaches of | services, valuation education, valuation research - needs regulation? |(Necessary Conditions are sufficient in Rule 2017 and
Regulation What are tools of regulation? What is the role of first tier regulator in [fulfilled in all aspects)

regulation? What is the role of second tier regulator in regulation?
Should market undertake regulation? What is scope or extent of self-
regulation? Should first tier regulator and second tier regulators compete

Annexure A & B may be referred.
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with each other in regulation? What should be jurisdiction of the first
tier and second tier regulators?

17 | Governance of | Should regulator — first tier and second tier - be a statutory body, a for- |As per given in the rule 2017.

Each Tier profit company, a not-for-profit company, an association of persons, or a
society? What should be composition of its governing body? What
should be the extent of stakeholder representation in the governing
body? How democratic legitimacy can be imparted to the regulator?

What should be net worth and shareholding requirements in case of
companies being regulators?
18 | Accountability | How to hold a regulator — first tier and second tier - accountable? What [2" tier should be accountable to the 1™ tier.

of Each Tier measures can be used to assess performance of regulator in the area of |I* tier should be accountable to Govt.
development and in the area of regulation? Self appraisal to be done by both the tiers.

19 | Independence of | What are the areas the regulator - first tier and second tier - should be [For the members -

Each Tier independent to take decision? What areas it may not have full |2™ tier should independently take decision.
independence? How much control Government should have over the |Control of the Govt. on the first tier should be like Bar
first-tier regulator and what are the means of such control? How much |Council of India model.
control first tier should have over the second-tier regulator and what are |Control of 2nd tier should follow Rules published by GOI
the means of such control? How to protect the regulator from regulatory |October 2017.
capture?

20 | Resources of What should be the sources of funding of regulator -first tier and second |Govt. grant and incentive for both the tiers.

each Tier tier? How to develop human resources to man regulators? What kind of
technological resources does a regulator need. What should be extent of
grant from Government? What should be revenue model?

21 | Scope and What areas of development, regulation and standards be governed by To be given by Govt. of India.

Manner of subordinate legislation by first-tier regulator? What should be the

Making procedure for making subordinate legislation? What should be the

Subordinate instrument for subordinate legislation? Best practices that may be

Legislation referred to.

22 | Scope and What should be the extent and methodology of making bye laws by the [Should be independently done by the RVOs, i.e. 2™ tier

Manner of self-regulatory organisation in the two-tier structure? What areas of [for their individual organization.

Making development, regulation and standards be governed by bye-laws made
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Byelaws

by the second-tier regulator? How to factor in the interests of society in
making subordinate legislations?

23 | Monitoring and | Who should monitor and what should be the manner of monitoring the [Monitoring committees of 2™ tier RVOs would monitor
Enforcement conduct of valuation professionals, market for valuation education and [the valuation profession of their own members ultimately
market for valuation services? What should the scope of authority and [RVO would be accountable to the 1* tier authority.
manner of inspection and investigation? What are specific roles in [Each RVO has its own monitoring policy approved by the
monitoring and enforcement by each tier of regulator? 1* tier.
(As shown in Annexure B).
24 | Scope and What should be the mechanism for disposal of quasi-judicial functions at By one month.
Manner of each tier of regulator? Who should dispose of and the manner of
Quasi-Judicial disposal? What are the directions that can be given in disposal of a
Functions quasi-judicial matter? What should be the appellate mechanism?
Appellate Panel as per the rule 2017 should be there and
as per the policy the appellate mechanism should work.
25 | Dealing with What should be mechanism to handle grievance of valuers? Grievance redressal cell should be there at both the tiers.
Grievances of The Rule 2017 amply speaks of that.
Valuers
26 | Dealing with How should grievance and complaints against valuers be handled by [The monitoring and disciplinary committees are there at
Grievances first-tier and second tier regulators? 2" tier level to handle the irregularities and complaints of
against Valuers the valuers.
E. VALUATION PROFESSIONALS
27 | Eligibility to be | Who can be a valuer? What should be eligibility for an individual to be a | A fit and proper person can be a valuer.
a Valuer: valuer? What qualification and experience an individual should have to | Master’s degree in valuation should be there. In our
Qualification, be a valuer? Should one have a degree in valuation? Should one have | opinion a top-up education in valuation after having
Experience, only top up education in valuation, after having a degree in engineering, | degree/Master’s degree in engineering, management,
Entity management, finance etc.? Who should provide education? What should | finance, valuation etc. is required to be a registered

be the eligibility to be an organisational valuer? How many asset classes
should be available? Should a minimum and maximum age for
practicing of profession be specified?

valuer who would be capable to undertake all sorts of
valuation in its category.
The education should be in 2 tiers. It should be achieved
through two-tier educational system in the bottom-up
direction i.e. 10+2 — B. Tech/ M. Tech/CA/CS/
Cost/MBA (1" tier from where they can accept in line
profession or chose for 2™ tier) valuation professional

[after SOhrs contact classes + 150 hrs or more coaching on
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valuation (may be in distance education mode)]
Concerned rules of 2017 amply cover the eligibility
criteria in respect of organizational valuers. It can be
amended and/or changed as and when required.

Apart from 3 asset classes, we suggest asset classes like
agriculture, plantation(tea/coffee/rubber), mining, gems
and jewellery.

Physically fit and mentally alert person can do valuation
work like other professions.

28 | Independence How to hold a valuer accountable for his services? What should be [Disclaimer/disclosure with all the reports to be issued by
and disclosures by him? How to minimise influence of stakeholders on his |a valuer ultimately the interest of the valuers to be
Accountability | independence? How should the fees of a valuer be fixed? Should fee be [protected by the 1 tier authority as per its guidelines as
of Valuer regulated? and when required.

Minimum fees to be regulated to avoid the ambiguity.

29 | Code of Is the code of conduct provided under the Companies (Registered |[Apart from Companies (Registered Valuers and
Conduct and Valuers and Valuation) Rules, 2017 adequate? How to ensure that the [Valuation) Rules, 2017, RVOs must have their byelaws.
Ethics code of conduct is followed? How to monitor this? Rule 2017 amply covers the area.

30 | Scope and Should valuation standards be prescribed? Who should prescribe such [Statutory body should prescribe the standard, to be
Manner of standards? How should such standard be developed and reviewed? |followed by the 2™ tier i.e. RVOs.

Making Should such development be a continuous process? What should the |Such development is a continuous process.
Valuation legislation provide regarding standards? Should regulator have any role |Already the Rules 2017 covers these aspects sufficiently.
Standards in makings standards? Yes.

31 | Protections for | How valuers can be protected for their bonafide acts? Should protection By insurance coverage.

Valuers flow from regulations or statute? What should be the extent of permitted [Yes, protection flow from regulations or statute is most
disclaimers? How much immunity should disclaimers provide? welcome.

32 | Reputation of How to build and protect reputation of valuers? What factors to be [Fit and proper persons and other qualifications for
the profession considered to consider a person as ‘fit and proper’ for registering a [registering a person as valuer, already given in the rule

person as valuer? 2017.

F. DEVELOPMENT OF PROFESSION
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33 | Profession vis-a- | How is technology influencing valuation profession? What technology [Latest technology always influences the professionals.
vis Technology | and how can such technology be used in markets for valuation services, |Use of valuation archive and access of data from the
valuers, valuation education and valuation research? Will technology / [archive etc. can be the aids for more accurate valuation.
machines replace valuation professionals in course of time?
34 | Scope and What is the scope of development? To what extent it includes lobbying? [Advocacy leads better development

Approaches of | Does it include advocacy? Does it include development of markets? [Awareness programmes would be the best mode of

Development Does it include education, continuing professional education, [development so far as the 1% tier is concerned.
examination, development of curriculum and study material, etc? How [The 2™ tier would provide education, continuing
can regulation facilitate development? What is the role of first tier [professional education, examination, development of
regulator in development? What is the role of second tier regulator in |curriculum and study material, etc.
development? Should market undertake development? Should regulator |Already discussed.
compete with market in education? Already discussed.

In fact, the regulators are aiding with the development of
profession valuers as a whole but in any event, they are
not competing wwith market in education.
35 | Scope and What is the scope of research? How much of research is necessary for [Scope of research can be developed only with assistance
approaches for | sustenance of valuation profession? Will market undertake research on [in all form from the Govt. level.

Research its own? How research can be facilitated and encouraged? What is the [Research and development is a continuous process.
role of first tier regulator in research? What is the role of second tier [Market driven research is one of many options.
regulator in research? Should regulator compete with market in [Needs no repetition.
research?

G. TRANSITIONAL MECHANISM
36 | Phasing: Short/ | How should the roll out of the new regulatory framework be phased? [Required proper planning, that too is pragmatic one.
Medium / Long | What should be done immediately, what should follow and what should
Term be done in long run?
37 | Grandfathering | Is there any need for grand fathering? Who can be grand fathered? What |If required.
should be the process of grand fathering?
38 | Transitional How long it should take for the first-tier regulator to come up and take [IBBI should remain as 1% tier for long. Our experiences

Arrangement for | over the task from IBBI? How the work would be transitioned to the |still very satisfactory.

IBBI regulator? Should be permanent in nature.

39 | Transitional Should existing RVOs be automatically transition to as second tier |[Since the RVOs being the stakeholders, their interest

Arrangement for
RVOs

regulator? In what time frame? In case fresh eligibility norms are
stipulated for second tier regulators, how much time should existing

should be amply protected together with further fact that

they have not only done the grass root work so far as the
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RVOs be provided to comply with the new norms. Should the number of
second tier regulators be capped?

registered valuers are concerned that ultimately developed
the market standing of the said valuers, but also they have
changed their position by complying with the rules and
directions of the IBBI.

40

Transitional
Arrangement for
RVs

Should existing registered valuers be automatically be migrated to the
new regulatory regime? What should they transition?

The existing members would remain with the RVOs but
ultimately they would be accountable to the 1* tier
regulator, as the registered valuers.

.s’(iwj-'}mf“f*' j/'

(SUBRATO DUTT)
Name and Signature of Chairperson

RVO ESTATE MANAGERS & APPRAISERS FOUNDATION
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Annexure — ‘A’

IBB1 Registered Valuers

*
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Annexure — ‘B’

Ist Ticr Regulatory
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2nd Tier Regulatory
| H'.’lr‘[:ll
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Annexure E2

Yiews of 10OV istered Valuers Foundation
IS1. No, Issues for Elaboration of the Issue SUGGESTIONS
deliberation
LU VALUATION PROFESSION
! =
1 Wision of What is vouwr vision of the valuationln coming Five years, most of the valuers will come under the regulated
Wakation orofession, five years, ten vears and fwenty regime. Valuation specific educational courses at graduate and post graduate
Profession vears hence? Shouid it be like the professionflevel shall be the entry level eligibility.Other classes of assets will start

af Chartered Accountant, Doctor, Advocate gntering into the system.

or any otfrer?

Ten and Twenty years hence, the profession shall be taking shape into a full
fledged profession with inclusion of younger generation in all asset classes.
Registered valuer in one class of asset shall be able to register in other classes
of assets by specialized educational courses’ programmes through registered
bodies under the regulatory framework 1.e. Tier-2.

Profession be like:-

This profession depends on the perception of the individual comprehending
scientific and artistic expression to an extent it is similar to other professions
like architect and medical professionals.

2|Review of Faluation profession of which countfry /|ln most of the countries, there are no specific ]EEEHEE-‘.';: regulations for the
Valuation L"urﬂdfc.r!an can be a model for valuationvaluation profession.

Profession profession i Indine?  Which particulor|india can develop its own lepislation based on the success of the

Internationally featwrs, practice, or mechanism can belCompanies(Repgistered Valuers and Valuation) Rules, 2017 and the

wdopted from that furisdiction? Any difficultyregulations made thereunder.

in adopting them?

]K However, We can adopt workable and practical features especially in case of
ucational programmes, training programmes and ethical standards,

%
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Review af Ciher
Professions fn

Which profession can be model for valuation[There is no other profession which can be said as medel for valuation
profession  in India?  Which  particular profession in India. It will be a blend of all the profession by adopting their

the Cotntry fearure, practice, or mechanism can befeatures which are essential for valuation. Since there is no exact parallel
aa‘ﬂp.l'edfmm Iﬁutpmfzsﬂ'un? Any difficulty pm['essiun it becomes difficult to adopt any of them completely.
in adopiing them?
4iReview of Valuation profession has long history inlt 18 correct that Valuation profession has long history in India but its
Faluation india. What are the learnings / lessons of such }i'l.rnr]ﬂ.ngs are largely on valeation of land only and have very less academic

Prafession in
e
Couniry

}{ang experience for the statutory frameworkwork in India on other asset classes Negligible understanding of Intangible
for valuation profession” What features fromasset valuation and derivatives of Assets. Relisnce on  judicial
the drafi Valuations Professionals Bill, 2008 pronouncement or precedents are more and due to Lack of Scientific studies
.i:::zr'i be adopied? What features from the logical methods,it resulted in large dependence upon judicial
.Ln-mpames (Registered  Valuers  andpronouncements which are often contradicting each other, thus leaving space
~i["u.!‘m:rnunj Rules, 2017 (“the Rules") can befor erroneous practices. So, clear lack of education on complex situations,
wdopted? Experience with the Rules so far. lack of database, lack of accessibility of data which exist.

{What has worked well? What has not worked
awell?

i

blems so far: Valuation Bill Draft 2008 is old document so perspective
y be made from new legislation. Companies (Registered Valuers and
aluation) Rules, 2017 (“the Rules") is latest development and provides
asic framework as it sets Qualification and Experience criterion. The Rules
ave focussed on need of formal education, training and Continuing
ucation for profession of Valuers.

hat worked Well: Process of reaching large no. of valuation participants
gh BVOs. RVOs role of creating infrastructure for scrutinising,
lling, educating, training and supporting for registration with IBBI has
ked very well. Monitoring, CEPs and further education like Valuation
tandard programmes iz doing very well for valuers. A lot of private sector
lent and energy has flown in through RVO in doing the ground work.
common visible platform of Valuer through IBBI website has worked well
any service user can now check basic credentials whether the valoer is
ered or not, before hinng.
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"What not worked well:

Expats from other professions and part time practice aspirants are currently
being treated at par with mature and serious valuers. The serious nature of]
profession demands elevating them towands adopting this profession
completely.

MARKET FOR VALUATION PROFESSION

Narket for
Valuation
Services

How big is market for valuaiion services? Is
the marke! competitive? How can it be made
maore competitive?  What are  market
imperfections? Who conirols price? What are
the market segments in terms of asset classes,
users or any other? What are market shares

valuers?  What  influences growth of the
market?  Does the markat need to be
developed?

of individual valuers and organisationalproper training in procedural and ethical way of valuation is required.

Every financial decision needs the valuation advice. However such market of]
waluation services is not fully created so far,

Presently, Market is of two types, principly, One for statutory compliance
requirement. Other is use for decision making. There is need to improve both
s, statutory valuations are procedural and tend to be superficial. Also as it is
mandatory in nature, valuers are encouraged to try and match the figures. So,

However , in ease of stratgic decision situations, the expert opinion of a
waloer is required and trusted as, the sk in decision are of higher order.
arket Size in Volume terms majonity ; minority for Individual to Entity.
arket Size in Value Terms majority : minority for Entity : Individual,
'herefore, large chunk of proceeds from valuation services are absorbed by
less number of large entities,

Growth of market is greatly influenced by the economy of our country and
natural outcome of the market. Yes, market need to be developed through this
fkind of repulated system.

Narfet for

Ferfuers

Iiﬁ"::lw big is the market for valuers? What is
the marker potential over next 10 years? [s
mg market competitive?

ow can it be made more competitive? What
are the market segments in terms of asset
i.c!m‘s-é's, txers or any other? Does the mariket

Market can an grow & GNP+y% for long period. 'With Gowt. Focus on 5
Trillion Economy in 5 years , valuation services market is also likely to grow
fat 15-17% p.a CAGR.

Yes, the market is competitive and it can be make more competitive by
bsorbing the valuers registered under different acts like Ufs 34AB of Wealth
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erits and demerits of individual valuer and
organisational Should  policy

valuer?

mromote ane aver the ather?

t-:ﬁ“:?m developed? Whar ave relative|ln case of an individual valuer, he can operate at lower cost and his e:-apu'ﬁE

the responsibility 18 there, Whereas, he lacks capacity to underake large

jets.
In case of organisational valuers, the cost are higher but because of the pool

f data and expertise, it has the capacity to execute the big sized valuation.
the same time, organizational valuers has to perform in line with the
rganization policy thereby, lacking responsibility.

alicy should not promote one overanother, It should be Market driven and

ongpolistic prachices should be curbed in any of the case.Policy is required
o provide market freedom in terms of individual valuer and organizational
aluer,

Market for
Faluation
Education

market potential over the next 10 vears? Is
the market competitive? Who are market
plavers? What are market imperfections?
Which model of education — legal, medical,
accountancy or any other - iy suftable for
valuation education? Should education and
examination be with one agency? What are
the deficiencies in the ecwrrent model of
valuation education in the country?

How big is market for education? What is{ No such market currently at graduation or any other level. However, it has

widen scope in it and can become a big market for education.

For next 10 years only a limited number to enrol for University level
programme. Only after the profession is well established shall the next
generations take it up as career option.

Yes, the market 15 competitive.

Tier-2 should be provided responsibility of education with afier due
approvals of such programmes from Tier-1.

Exams can be conducted under one agency with standardised course
modules,

Market for
Research arnd

Knowledge
Management

How big iz the size of market? How the

market can be developed? How ro
incemtivise. research  and  fmowledge
management?  How  soon  the extant

fmowledee would be redundant? Who does
research?

It is difficult to ascertain the size of market but it can be said that at present,
no such market research and knowledge management is taking place. Once
this profession is regulated than it will start revealing its shape and size.
Market can be developed by emphasizing on Technological research,

Research and knowledge management can be incentivise by scholarships,

awards, participation in industry matters for research puaper,
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Tier-2 can take up the research work with the support of the Tier-1,
Government and the industry.

Exolusivity

Can valuation services be rendered by
amyone?  Should valuation services be
exclusive domain of registered valuation
professionals? What valuations should be
mandatorily be conducted by valuers? How
can competition be promoted i valuation
work is reserved for a set of peaple?

Mo, 1t cannot be rendered by anyone. Yes, 1t shouldbe exclusive domain of!
registered valuation professionals only. But, to begin with for a limited
period the existing valuers who are registered U/s 34ABWoealth Tax Act,|
SEBI and any other act may be given the status of valuers{non registered|
and enrolled with RVO only) forlimited purposes like bank valuation, etc.
Such valuers shall be enrolled with RVOs as members and shall comply
with bye-laws of respective RVO.

Competition will sutomatically be in place as these members will be
compelled to competewith the Registered valuers and al the same time
would be required to upgrade themselves to become registered valuers.

REGULATORY ARCHITECTURE

Type of
Regulation

Does  valuation  profession  reguire
regulations?  Should @t be statutory
regulation or self-regulition or regulated
self-regulations?

Yes, Valuation profession require Regulation and it should be Regulated
Self-Regulations.

Cne Tier Vs.

Twa Tier
Regulation

Should there be a central regulator or many
parallel regulators competing with one
another? Should there be two tlers of|
regulators — many second-tier regulators
competing with one another, under the
oversight of a central firsitier repulator?
Should the Valuation profession  be
regulated by one-tier regulator as jfor
Advocates or two-tler regulators as in
insolvency prafession?

There shall be two tiers of regulators — many second-tier regulators
competing with one another, under the oversight of a central firstter
regulator.

For better understanding, please refer Annexure-Asnnexed with this
questionnaire,
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12 | Regulation Vs. | Should work relating to  regulation,| Regulation, Standard and Development complement each other,
Develppment | development  and  standards  relating| Quasi Legislative & Quasi judicial part be taken care by Council{Tier-1).
. valuation profession be housed together?| Development, Research, Monitoring, Standards, Education, Training etc.
Standards Do regulation and development complede or| should be with Tier-2. For better understanding, please refer Annexure-

complement each other? Do regularions and| Aannexed with this questionnaire.
standards compete or complement each

other? What should be the scope of]

regulation and development in ferms  of|

markets for valuers, valuation services,

valugiion  education and  valuafion

research?

13 | Scope of How long should be the statutory| Statutory legislation should be continuingone but the scope of amendment
Statutory legislation? What aspects should it cover?| should be there. It should be nule based{amendable) and it should be &
Legislation How ofien this should be amended? Should| complete law.

it be principle based or rule based? Should
it be an incomplete law, e, should the
legisiation be a skeletal one with substansial
dependence on subordinate legislation?

14 | Malleability of | How to ensure that the framework remains| Scope of malleability in framework should be there. Composition of
Framework. malleable? How should it cover any| govemning council should be of primary concern so that inclusion of new

emerging new assel class? How should it
cover valuations under different fows?

asset classes and its nuances can be captured, Valuers should have the liberty
to choose the asset class according to their expertise. Related educationfor a
particular class of asset should be open to all.

All valuations under different laws should be covered under this law like as
suggested for the inclusion of valuers registered Ufs 34AR, SEBI and other
such different laws,

=
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FUNCTIONS OF THE REGULATOR

15 | Role of Each | In case of two-tier regulatory structure,| The areas of Tier-2 are more or less overlap with Tier-1 as Overlapping is
Tier in what should be the role of the first tier in| Healthyfor this framework. For befter understanding, please refer
Regulation /| education, development, standard setting, | Annexure-Aannexed with this questionnaire,

Development research, valuation services? What should| Regulatory gaps can be avoided by synchorinizing.
of be the rofe of the second tier in education,
Valuers / development, standord selfing, research,
Market valuation services? How each such function
can be neatly segregated between bwo tiers?
O some overlap is desirable? What are the
good areas for overlap and the extent of|
such overlap? How to avoid regulatory
gaps?

16 | Seape and What areas need regulation? Who - valuers, Areas such as Education, Research, Training, ete. need regulations and for
Approaches of | market for valugiion services, valuationbetter understanding, please refer Annexure-Aannexed with this
Regulation edwcafion, valuation research - needsguestionnaire,

regulation? What are tools of regulation?
What is the role of first tier regulator in
regulation? What is the role of second tier
regulator in regulation? Shouwld marker
undertake regulation? What is scope or
extent of self regulation? Should first tier
regulator and second Her regulators
compete with each other in regulation?
What should be jurisdiction of the first tier
and second tier regulators?

Tools of regulation are procedure of registering the members, monitoring,
addressing the grievances, disciplinaryaction and punitive penalisation.
MMarket should not undertake regulation.

Tier-1 and tier-2 should not compete with each other. It should be self-
regulation.
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17 | Governance of | Should regulatar — first tier and second fier| Tier I (Statutory body)} Composition of Council {19 numbers) consisting
Each Tier - be a statutory body, a for-profit company, | of:-
a not-for-profit company, an association of| 1.  Elected Valuer members (9 numbers representing different regions of
persons, or a sociely? What should be the country);
compasition of its governing body? What| 2. Government Nominees (5 numbers from Academic sector, Ministry,
showld be the extent of stakeholder Finance Sector, SEBI and Industry);
represeniation in the governing body? How| 3.  Registered Valuer Members from Tier-2 (5 numbers nominated in
democratic legitimacy can be imparted to proportion to the strength of their membership).
the regulator? What should be net worth and
shareholding  requirements in  case of|Tier 11— (not for profit company or a company not for profit).
companies being regulators? MNine elected members in Tier-1 from different regions of the country
legitimize the democratic structure of the council. Substantial Networth
requirement is recommended for Tier-2.,
18 | Accountability | How to hold a regulator — first tier and| Tier IT will be accountable to Tier [ and Tier I will be accountable to law.
of Each Tier second fier - accountable? What measures| Regulator can be assessed by status and performance of committees formed,
carn be wsed to assess performance of| bye-laws, policies, disclosures efe.
regulator in the area of development and in
the area of regulation?
19 | Independence | What are the areas the regulator - first tier| The detailed structure of both the tiers can be summarized in Annexure-
of Each Tier | and second tier - should be independent fo| Aannexed with this questionnaire for better understanding,

take decision? What areas it may noi have
felil  independence? How much control
Covernment should have over the first-tier
regulator and what are the means of such
contrel? How much control first tier should
heave aver the second-tier regulator and
what are the means of such control? How to
protect  the regulator from resulatory

capture?

Independence should be given to Tier-2 in the fields of enrolment of new
members, how to conduct classes, procedure for grievanee and monitoring,
ete.
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20 | Resowrces of | What showld be the sources of funding of| Tier-1 will be funded by Government.
each Tler regrlator -first tier and second tler? How to| Tier-2 may generate funding through CSR  (Corporate  Social
develop  human  resources (o man| Responsibility) for research work in the field of valuation.
regulators? What kind of technelogical
resources does a regulator need  What
should be extent of grant from Government?
What should be revenue model?
21 | Scope and Whai areas of development, regulation and| As discussed earlier, the law should be complete and therefore the question
Manner of standards be pgoverned by subordinaie| of sub-ordinate legislation does not arises.
Making legislation by firsi-tier regulator? What
Subordinate | should be the procedure for making
Legislation subordinate legizlation? What should be the
instripment for subordinate legislation? Rest
practices that may be referred to,
22 | Scope and What should be the extent and methodelogy | Governing board of Tier-2 shall have the power to amend the by-laws as
Manner of of making bye laws by the self-regulatory | per requirement,
Making \ organisation in the iwo tier structure? What
Bnelerss areas af development, regulation and
il i | standards be governed by bye-laws made by
the second tier regulator? How to factor in
the interests of society in making
subordinate legizlations?
23 | Monitoring Wha should monitor and what should be the| As per the present policies and Bye-lawsof Tier-2.
and marmer of moniforing  the conduct of
Enforcement | valuation  professionals, market  for

valuation education and market for
valuation services? What should the scope
af authority and manner of inspection and

investipation? What are specific roles in
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monitoring and enforcement by each tier af|

regulator?

i

Faluer:
Clualification,
Experience,

Entity

eligibility for an individual to be a valuer?
What qualification. and experience an
individual should have to be a valuer?
Showld one have a degree in valuation?
Showld one have only top up education in
valuation, after having a degree in
engineering, management, finance efc.?
Wha should provide education? Whar
should be the elighility to be an

24 | Scope and What showld be the mechanism for disposal] As per the policies and bye laws of Tier-2 and please refer Annexure-A
Manner of of guasi-judicial functions at each tier of annexed with this quesstionaaire.
Ouasi-Judicial | regulator? Who should dispose af and the
Functions manner of disposal? What are the divections
that can be given in disposal of a gquasi-
Judicial matter? What should be the
appellatie mechanism?
!
25 'E}f_a_ﬁng with i What showld be mechanizm to handle Ag per the policies and bye laws of Tier-2.
Grievances of | grievance of valuers?
Faluers
26 | Dealing with | How should grievance and complainis As per the Grievance policies and bye laws of Tier-2 and assist Tier-1 in
Grievances against vafuers be handled by first-tier and | disposal of such grievances.
against secand tier regulators?
Faluers
3 A
" E VALUATION PROFESSIONALS
27 | Eligibility to be| Who can be a valuer? What should be Eligibility and qualification for an individual to be a valuer is already

defined in the Companies (Registered Valuers and Valuation) Rules, 2017
with required amendments as specified.

To begin with for a limited period the existing valuers who are registered
Ufs 34AB Wealth Tax Act, SEBI and any other act may be given the status
of valuer (non registered and enrolled with RVO only) for & limited purposes
like bank valuation. Such valuers shall be enrolled with RVOs as members
and shall comply with bye-laws of respective RVO,

- ol
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arganisational valuer? How many asser
classes should be available? Should a
minimium and maximum age for practicing
af profession be specified?

Tr;dependﬂme
e
Accountability

af Faluer

How to held a valuer accountable for his
services? What should be disclosures by
him? How o minimize infTuence r:y)
stakeholders om his independence? How
should the fees of a valuer be fixed? Should
Jee be regulated?

Existing criterion in Companies Rules be adopted along with Full fledged
training programme for new pgeneration of Valuers.

1. Full fledged valvation programme, followed by training under senior
valuer,

2. Scope for further studies as PG programme, Speciality or Domain
Specitfic.

3. Scope for Reasearch £ Super speciality programmes. Kind of Fellowship
orDoctoral programme in Super Special skills.

4. Recopnition to small deration Under Gradoate Programme (like Skill
development by MSME o work as Valuers Assistant.

5. Five year of practice after each level of education.

There should not be any minimum or maximuom age for practising the

fession
([EE

Valuer can be accountable for services through Monitoring and Peer Review
by Tier 1. Yearly Fee guidance method may be prepared and circulated by
Tier Il however it should not be regulated.

Use of technology may minmimise the influence of stakeholders in the process
of valuers.

Fees should be market doven.

29 | Codeof
F Conduct and
| Ethics

I5 the code of conduct provided under the
Companies (Registered Valuers and
Frluation) Rules, 2017 adequate? How o
ensure that the code of conduct is followed?
How to monitor this?

Code of conduct provided under the Companies (Registered Valuers and
Valuation) Rules, 2017 is adequate alongwith the Valuation Standards to
ensure that the code of conduct is followed. It can be monitor by Tier-2 as

per their policy.
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Technology

30 | Scope and Should valuation standards be prescribed?| Yes, Valuation Standards have to be prescribed by Tier-1 based upon
Manner of Wha should prescribe such standards? How| recommendation by Tier 2. It should be continuous process. Regulator
Making showld such standard be developed and| should take advise of Tier Il on Preparation of Standards.

Faluation reviewed? Should such development be a

Standards continuous  process? What should the
legislation provide regavding standards?
Showld regulator have any role in makings
standards?

31 | Protections for | How valuers can be protected for their| Valuers can be protected for their bonafide acts by entertaining any

Vahiers bonafide acis? Should protection flow from| complaint or grievancesagainst the valuers through a mechanism of
regulations or statute? What should be the| Grievance redressal of such grievances at the level of Tier-2 followed by a
extent of permitied disclaimers? How much| disciplinary action against the eming valuers, if required.
immumity should disclaimers provide?

Protection may flow from regulations as well as through statoe. A model set
of permitted disclaimers can be published by the Teir-1.

32 | Reputation of | How to buwild and protect reputation of| Reputation of profession will depend on quality of services and code of]
the profession | valuers? What factors fo be comsidered fo| conduct practised by professionals. Transparency in Education, Training,

consider a person as fit and proper’' for| registration Work opportunities Practice of Ethical & professional
registering a person as valuer? Standards, Conduct of Assignment and Method of Fee Calculation.
7 DEVELOPMENT OF PROFESSTON
33 | Profession vis- | How is technology influencing valuation| Technology can't replace valuers. Technology can be useful for a valuer in

praofession? What technology and how can
stich technology be used in markets for
valualion services, valuers, valuation
education and valuation research? Will
technology / machines replace valuation
prafessionals in course of time?”

making opinion. Carrying out research and managing database. Some low
cost services may pass on to technology based platforms
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34

Seape and

Approaches of
Development

What iz the scope of development? To what
extent il includes lobbying? Does it include
advocacy? Does it include development of|
markets? Dees it inelude education,
continuing  prafessional education,
examination, development of curriculum
and study material, ete? How can regulation
faciliiate development? What is the role of)
first tier regulator in development? What is
the role aof

second ter regulator in developmeni?
Should market wundertake development?
Should regulator compete with market in
education?

Development includes — Awareness, education, research and application.

It includes Advocacy.

Yesitincludes education, continuing professional education, examination,
development of curriculum and study material, etc

Tier I regulator to advise Tier | on Standards formulation, Valuation policy
and matters.

To develop Education Programmes,Conduct education, Training,
programme, CEPs, Industry interactionstc  make International
representations, to show case Indian Professional to world markets. To
enrol, scrutinise, develop, recommend for registration the Valuers and create
Infrastructure for above PrOZramimes, Monitoring the
professional addressing the Grievance &redressal mechanism development,
Recommending for disciplinary action if required

23

Scope and
approaches
Jfor Research

What is the scope of research? How much of
research I necessary for sustenance of|
verluation prafession? Will market underake
research on s own? How research can be
Jucilitated and encowraged? What is the role
of firsttier regulator in research? What is the
role of second tier regulator in research?
Should regulator compete with market in
research

Developing the Super Specialist Valuers through Fellowship and Doctoral
lelevl programmes by Tier II. Tier 11 to fund & support rescarch with the
help of Industry and Govt Support. Research on market data is key
component of research. Tier [ to support such reserchers with access to
government Data, Infrastructure, participation in policy decisions etc

All should be allowed to participate in research works. Authenticity shall be
verified by Tier I and Tier II regulators.

TRANSITIONAL MECHANISM

36

Phasing: Short
i

Medium / Long
Term

How should the roll owt of the mew

regulatory framework be phased? What
should be done immediately, what should
Jollow and what showld be done in long run?

Existing Registered Valuers under Companies act shall be automatically
included,

To begin with for a limited period the existing valuers who are registered
Ufs 34AB Wealth Tax Act, SEBI and any other act may be given the status
of valuer (non registered and enrolled with RVO only) for a limited purposes

‘e
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like bank valuation. Such valuers shall be enrolled with RVOs as members
and shall comply with bye-laws of respective RVO,

37

Crrandfathering

is there any need for grand fathering? Who
can be grand fathered? What should be the
process of grand fathering?

Existing Registered Valuers under Companies act must be allowed entry
without any further training or exams. If they are again subjected to training
and exam then there will be no faith in regulation.

The existing valuers who are registered U/s 34AB Wealth Tax Act, SEBI
and any other act may be given the status of valuer members (non registered
and enrolled with RVO only) for a limited purposes like bank valoation.
Such valuers shall be enrolled with RVOs as members and shall comply
with bye-laws of respective RV O,

38 |

Transitianal
Arrangement

| for IRBI

How long it showld take for the first-tier
regufa!ar to come up and take over the task
from [BRI? How the work would be
transitioned to the regulatar?

It requires suitable time period to formulate the council alongwith required
Infrastructure,

Because TIER II 18 already developed. Functions at IBBI are clearer and
defined as of now.

39

Transitional
Arrangement

Jfor
R¥FOs

Should existing RVOs be automartically
iransition to as second tier regulator? In
wihe! Hme frame? In cose fresh eligibility
norms arve stipulated for second ier
regulators, how much time should existing
RVOs be provided to comply with the new
norms, Should the number of second tier
regulators be capped?

RV shall be automatically made TIER.TI regulators. However, there should
be a minimum net worth and infrastructure requirement for RVOs,
Mo time frame required. Just a notification will be enough.

Transitional
| Arrangement

Ilff.?r ¥y

Should existing registered valiers be
automaiically be migrated to the new
regulatory regime? What should they

| transition?

Yes. Existing registered valuers be automatically migrated to the new

EEEEEER

regulatory regime without any pre-requisite.

Vinoy- l'q]-q
Designation: M D § C ED
|0 RUF
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Annexure E3

SL Issues for | Elaboration of the Issue Views

No, | deliberation P

A = VALUATION PROFESSION

| Vision of | What is your vision of the valuation profession, five years, ten vears and [Valuation has a tremendous scope in India. |
Valuation | twenty years hence? Should it be like the profession of Chartered jshould be a full-time course just like we hava
Profession | Accountant, Doctor, Advocate or any other? CS/CA, where in lots of valuation tools, technique

land methods are included with lots of practical casel
Jj_1 studies.

2 Review of Valuation profession of which country / jurisdiction can be a model for [The Valuation standards of USA, Canada and
Valuation valuation profession in India? Which particular feature, practice, or |Australia are well known Globally. We should
Profession mechanism can be adopted from that jurisdiction? Any difficulty in [create India centric/specific model for Valuation.
Internationally adopting them?

3 | Review of Other | Which profession can be model for valuation profession in India? Which [CS/CA are the finest regulated Professions in
Professions in Epan{t.ulur feature, practice, or mechanism can be adopted from that [India, and the same format should be used foo
the Country | profession? Any difficulty in adopting them? Valpation as well on a blend of classroom

% edication and training,

4 Review of | Valuation profession has long history in India. What are the leamings / [The Companies (Registered Valuers and
Valuation  lessons of such long expenence for the statutory framework for valuation [Valuation) Rules, 2017 are appropriate.

Profession in the | profession? What features from the draft Valuations Professionals Bill,

Country | 2008 can be adopted? What features from the Compunies (Registered |Appellate Authority as mentioned in Valuation
| Waluers and Valuation) Rules, 2017 (“the Rules™) can be adopted? [Professionals Bill, 2008 should be mi.mlepetrde:uil
| Experience with the Rules so far, What has worked well? What has not body,

worked well? |
B. MARKET FOR VALUATION PROFESSION
| 5 | Market for How big is market for valuation services? Is the market competitive? How (e Valuation market is quite big in India, more
! Valuation can it be made more competitive? What are market imperfections? Who | concentrated in cities and then in villages only.
| Services controls price? What are the market segments in terms of asset classes, | The Market is fairly competitive. It can be made
- users of any other? What are market shares of individual valuers
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and organisational valuers? What influences growth of the market? Does
the market need to be developed?

Market for
Valuers

How big 15 the market for valuers? What is the market potential over next
10 years? Is the market competitive? How can it be made more
competitive? What are the market segments in terms of asset classes, users
| or any other? Does the market need to be developed? What are relative
| merits and demerits of individual valuer and organisational valuer?
| Should policy promote one over the other?

more competitive by bring the awareness in
user's commumity, The Market needs to b
developed by bringing awareness in the corporate
world both domestic and international.

eThere are broadly and roughly two market
segments; (a) valuation entities undertake
complicated valuations with a higher fee; (b)
individual valuers undertake simple wvaluations
with a lower fee. The share of each segment is|
estimated to be as under:

Category of | Number of | Fee from Val-

Valuer Valuations uations (%o)
(¥a)

Individual o 10

Entity 10 90

Euwwer, the proposed framework should be ap-

#Both individoal and entity should be allowed for

s All forms of entities (companies, LLPs,

ostic about such segmentation- should nerthen
romote nor discourage either,

practice as in the case of CS/CA currently. Thj
choiee should be left with the client to engage
valuer.

partnership firms) should be allowed as valuation
entities. A majority of the directors/partners
should be valuation professionals, There was also

a view that all or 3, whichever iz less, of the
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directors  /partners.  should be valuation
professionals, as currently provided in the Rules,

Where a company 1s a valuation entity,

a) it must not be a subsidiary or have subsidiaries;
) at least 51% of equity must be held by regis-
red valuers; and

{c) its sole object should be valuation.

# There may be three basic asset classes (ps in line
with [V5), as presently provided in the Rules, to
start with. However, each asset class may enable
for specialisation in niche areas also. For
example, the asset class land and building may!
have specialisations forestry, agriculture,
pisciculture, mining, tea and coffee plantation,
ete. The statute may enable addition / deletion of|
asset classes depending on need.

@ The market sizing is difficult to find out. The
following laws and regulations need to be
incorporated in valuation :

1) Income Tax

2) RBI

3} Insurance

4} Banks

5) IND AS

6) SEBI (as of now, it is partly implemented)

7) Stamp Act

Page 30f12

46

&



Market for
Yaluation
Education

How big is market for education? What is market potential over the next
10 years? Is the market competitive? Who are market players? What are
market imperfections? Which model of education — legal, medical,

| Accountancy or any other - iz suitable for valuation education? Should
¢ducation and examination be with one agency? What are the deficiencies

in the current model of valuation education in the country?.

s The model of education should be similar to that
of ICSIVICAL The Central regulator should
prescribe curriculum  of the courses  for
registration as RV and conduct the final
examinations of the courses.

» The courses may be delivered by RVOs and/or
specified institotions set wp by Valuation
regulator in the line of ITMs and TTTs.

o The admission t0 courses should be allowed
through a common competitive enfranc
examination.

sThete may be two kinds of courses for
registration as RV:

{a) Top-up Course: An individuoal with mini-
mum gqualification in relevant discipling
such as B.E. in Civil Engineering or a pro-
fessional qualification such as CS/CA may|
undergo a top-up/bridge course in either off
a format below:

(i) The one year classroom fraining is al
long duration training for profession-
als.

{1} One year/any such other period class-
rooany training, if required, should bef
conducted as evening classes

(iii) Instead of intensive internship with a
Eemstered valuer, it showold be in the
form of workshops as per current prac-

tice or 15 days practical training.
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|of two years comprising one-year of classroom
and one year of intensive internship with a RV.
1 Complete Course; An mdividual with a pass in
lags XII, may undergo a five-year comprehensive|
urse from recognised places (RVOs and speci-
ed institutions). This may have two years com-
mon course for all asset classes, eighteen-months|
pecialisation in the specific asset class, and eight-
months of internship with an RV.

wBoth the models have a component of super
specialisation in 4 sub-class of assets such as
forestry, jewellery, arts, agriculture, tea and
coffee plantation, mining, patent, copyright and
other intangbles etc.

Market for How hig is the size of market? How the market can be developed? How [The Central Regulator should conduct and promote
Research and to incentivise research and knowledge management? How soon the extant rescarch and knowledge management. Research
Enowledge knowledge would be redundant? Who does research? should also be carmied out by Tier Il reguolator.
Management !
Exclusivity Can valuation services be rendered by anyone? Should valuvation services [The following valuations should mandatorily be

be exclusive domain of registered waluation professionals? What
valuations should be mandatorily be conducted by valuers? How ean
competition be promoted if valuation work is reserved for a set of people?

conducted by a registered valuer:
(a) Every valuation required under any law in the
Country:

(b} Every other valuation required for a decision by
Government or a public authority or a financial
institution, by practice.

{c) The profession of Registered Valuer should be
introduced in a phased manner.
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REGULATORY ARCHITECTURE

regulation or self-regulation or regulated self-regulations?

C.
10 | Type of
— Regulation
11 | One Tier Vs.
Two Tier
Regulation

r—r— e s

1. It should be a mixture of statutory ragulaE
along with regulated self-regulation.

Should there be a central regulator or many parallel regulators competing
with one another? Should there be two tiers of regulators — many second-

tier regulators competing with one another, under the oversight of a prising [BBI (Central Regulator) and RVOs,

central first-tier regulator? Should the Valuation profession be repulated
by one-tier regulator as for Advocates or two-tier regulators as in
insolvency profession?

- It should be a two-tier structure, as in place com-|

3. The standards should be set in the manner
mimilar to secretarial standards and accounting

12 | Regulation Vs,

Should work relating to regulation, development and standards relating

standards, The standards should be set by Tier |
repulator.

4. Regulation and should

complement each other.

development

The legislation should spell out:

{a) the role of the Central Regulator and its govern-
ance structure;

Development valuation profession be housed together? Do regulation and development

V. Standards complete or complement cach other? Do regulations and standards
compete orf complement each other? What should be the scope of
regulation and development in terms of markets for valuers, valuation
services, valuabion education and valuation research?

13 | Scopeof How long should be the statutory legislation? What aspects should it
Statutory cover? How often this should be amended? Should it be principle based
Legislation or rule based? Should it be an incomplete law, i.e., should the legisiation

be a skeletal one with substantial dependence on subordinate legislation?

14 | Malleability of | How to ensure that the framework remains malleable? How shonld it
Framewaork, cover any emerging new asset class? How should it cover valuations

under different laws?

b) the role of the RV Os;

¢} Offences and Penalties, including appellate
echanism, as under:

i} Schedule-A comprising of major Offences by
Central Regulator; |
it) Schedule-B: Other Offences to be dealt by
VOs, and
iii) Substantive law should cover key guiding
rinciples, which means that it should be a skeletal
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legislation  with  substantial
subordinate legislation,

dependence  on

[If an BV haz committed offences included in both
Schedule, it will be dealt by the Central Regulator,

{d) Manner of exercising quasi-legislative, execu-
tive and quasi-judicial functions by the Central
Regulator and the RVO, as an extended arm of the
ICcntnﬂ Regulator,

Tier I: It should be empowered with marketing
regulations, overseeing compliances, exercising
control and monitoring disciplinary proceedings, if
any, between Tier Il Regulators.

Tier IT: Tt should deal with education, development
of profession, standard setting for valuers,

———

D. FUNCTIONS OF THE REGULATOR

15 | Role of Each In case of two-tier regulatory structure, what shounld be the role of the first
Tier in tier in education, development, standard setting, research, valuation
Regulation / services? What should be the role of the second tier in education,
Development of | development, standard setting, research, valuation services? How each
Valuers / such function can be neatly segrepated between two tHers? Or some
Market overlap is desirable? What are the good areas for overlap and the extent

of such overlap? How to avoid regulatory gaps?

16 | Scope and What arcas need regulation? Who - valuers, market for valuation services,
Approaches of | valuation education, valuation research - needs regulation? What are tools
Regulation of regulation? What is the role of first tier regulator in regulation? What

15 the role of second tier regulator in regulation? Should market undertake
regulation? What is scope or extent of self-regulation? Should first Her
regulator and second tier regulators compete with each other in
regulation? What should be jurisdiction of the first tier and second tier
repulators?

17 | Governance of | Should regulator — first tier and second tier - be a statutory body, a for-
Each Tier profit company, a not-for-profit company, an association of persons, or a

socicty? What should be compaosition of its governing body? What should
be the extent of stakeholder representation in the governing body? How
democratic legitimacy can be imparted to the regulator? What should be

valuation services, research and monitoring
disciplinary proceedings with Registered Valuers.

1. As regards the Governing Board of the Central
Regulator, there were two views:

(a) The Governing Board should have
Chairperson, a few Whole Time Members and g
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net worth and sharecholding requirements in case of companies being
regulators?

khould be supported by an Advisory Committed
comprising of R'Vs representing RVOs. The

Governing Board must mandatorily consider the
views [ decision of the Advisory Committee.

(b} The Govemning Board should have a Chairper-
som, a few Whole Time Members and representa-
tives of RVOs as Part-time Members, The Central
Regulator (Not Governing Board) should be sup-
ported by an Advisory Committee comprising of|
Vs representing RV Os,

2. RVOs should be companies registered onder
clion 8 of the Companies Act, 2013, It should
ave board composition as provided in the Rules.
aximum number of RVs in the governing board
of RVO and minimum share capital should bej
iprescribed. There were two views about minimum
number of RVs for an RVO.

A clear roadmap should be made available to Tier
1 and Tier I regulators for growth of profession
against which their performance can be measured
through an evaluation matrix.

Di¢liverables can be in the form of:

(a) Setting up of proper infrastructure for
education

(b) Enrolment of students

(c) No. of Registered Valuers registered

(d) Disciplinary proceedings

I8 | Accountability | How to hold & regulator — first tier and second tier - accountable? What

of Each Tier measures can be used to assess performance of regulator in the area of
development and in the area of regulation?

19 | Independence of | What are the areas the regulator - first tier and second tier - should be

Each Tier independent to take decision? What areas it may not have full

i.'\:i existing [CS1ITCAT norms.
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| independence? How much control Government should have over the first-

tier regulator and what are the means of such control? How much control
first tier should have over the second-tier regulator and what are the means
of such control? How to protect the regulator from regulatory capture?

20 | Resources of What should be the sources of funding of regulator -first tier and second [ICSI revemue model can be considered.

each Tier tier? How to develop human resources to man regulators? What kind of
technological resources does a regulator need. What should be extent of
grant from Government? What should be revenue model?

21 | Scope and What areas of development, regulation and standards be govermned by [Subordinate regulation should be in the form of
Manner of subordinate legislation by first-tier regulator? What should be the [Rules and Regulations. The awthority should be
Making procedure for making subordinate legislation? What should be the [given to the Regulator to frame it.

Subordinate instrument for subordinate legislation? Best practices that may be referred
Legizlation to, -

22 | Scope and What should be the extent and methodology of making hyve laws by the IEai:h Tier II regulator should have its own Bye
Manner of self-regulatory organisation in the two-tier structure? What areas of [Laws, as per existing system.

Making development, regulation and standards be governed by bye-laws made by
Byelaws the second-tier regulator? How (o factor in the interests of society in
making subordinate legislations?

21 | Monitoring and | Who should monitor and what should be the manner of monitoring the [Tier | should monitor Tier 1T and Tier [T should
Enforcement conduct of valuation professionals, market for valuation education and jmonitor Registered Valuers.

market for valuation services? What should the scope of authority and
manner of inspection and investigation? What are specific roles in
monitoring and enforcement by each tier of regulator?

24 | Scope and What should be the mechanism for disposal of quasi-judicial functions at |e Existing Valvation Rules, 2017 could bel

Manner of each tier of regulator? Who should dispose of and the manner of disposal? | considered.

Ouasi-Judicial What are the directions that can be given in disposal of a quasi-judicial

Functions . matter? What should be the appellate mechanism? [:Pr]ma facic, approach Tier I for grievances and
25 | Dealing with What should be mechanism to handle grievance of valuers? further enquiries.

Grievances of

Valuers

[
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26 | Dealing with How should grievance and complaints against valuers be handled by first- ' [f not resolved, it mu!d be resolved by Tier 1
{rievances tier and second tier regulators?
against Valuers
L1 TRES VALUATION PROFESSTONALS
27 | Eligibility to be | Who can be a valuer? What should be eligibility for an individual to be a Minimum age : 21 years and above
a Valuer: valuer? What qualification and experience an individual should have to Maximum age : 75 years
Cualification, be a valuer? Should one have a degree in valuation? Should one have only
Experience; top up education in valuation, after having a degree in engineering,
Entity management, finance etc.? Who should provide education? What should
be the eligibility to be an organisational valuer? How many asset classes
should be available? Should & minimum and maximum age for practicing
of profession be specified?
28 | Independence How to hold a valuer accountable for his services? What should be |sShould be govemed by Code of Conduct and)|
and - disclosures by him? How to minimise influence of stakeholders on his | Disciplinary proceedings.
Accountability | independence? How should the fees of a valuer be fixed? Should fee be |s Fee should be regulated by market forces.
of Valuer regulated? e Efficiency of valuers should be judged based on
quality of Valuation Reports.
29 | Code of Is the code of conduct provided under the Companies (Registered Valuers [Existing  Companies {R:g]:gl:l:r{:d Valuers and
Conduct and and Valuation) Rules, 2017 al:ll:qua.t::"" How to ensure that the code of [Valuation) Rules, 2017 are sufficient.
Ethics conduct is followed? How to monitor this? N
30 | Scope and Should valuation standards be prescribed? Who should preseribe such o Valuation standards should be preseribed.
Manner of standards? How should such standard be developed and reviewed? Should e The Tier 1 regulator should prescribe thel
Making such development be a continuous process? What should the legislation | standards.
Valuation provide regarding standards? Should regulator have any role in makings e Tier [ Regulator should develop and approve the
Standards standards? standards with the involvement of Tier II
regulators.
31 | Protections for | How valuers can be protected for their bonafide acts? Should protection Regmtmed Valuers should have insurance to pro-
Valuers flow from regulations or statute? What should be the extent of permitted E-ZCL against professional liabilities. They should
disclaimers? How much immunity should disclaimers provide? ve protection against actions taken in good faith,
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32

| Reputation of

How to build and protect reputation of valuers? What factors to be

'The existing factors for determining a person as ‘fit

| the profession eonsidered to consider a person as *fit and proper’ for registering a person [and proper’ need some flexibility.
| as valuer?
I
F. | DEVELOPMENT OF PROFESSION
33 | Profession vis-a- | How is technology influencing valuation profession? What technology LTq:hnuiug}r should support as a tool to the
vis Technology | and how can such technology be used in markets for valuation services, | profession.
valuers, valuation education and valuation research? Will technology / w Technology can be used in markets for valuation
machines replace valuation professicnals in course of time? services, valuers, valuation education and
valuation research.
# Technology / machines are unlikely to replace|
, valuation professionals in course of time.
' 34 | Scope and What is the scope of development? To what extent it includes lobbying? [Development can happen because of following
| Approaches of | Does it include advocacy? Does it include development of markets? Does [points:
Development it include education, continuing professional education, examination, | (a) Enhancing quality of education.
development of curriculum and study material, ete? How can regulation (b} Enhancing quality of training.
| facilitate development? What is the role of first tier regulator in (¢) Enhancing quality of research.
, development? What is the role of second tier regulator in development? {d) Enhancing image of the profession,
Should market undertake development? Should regulator compete with (e) Implementing a robust disciplinary
| market in education? mechanism etc.
'35 | Scope and What is the scope of research? How much of research is necessary for feRescarch is very much needed in the valuation
| approaches for | sustenance of valuation profession? Will market undertake research on its | profession. The first tier and second tier regulator
Research own? How research can be facilitated and encouraged? What is the role | should incentivise research,
of first tier regulator in research? What is the role of second tier regulator s Research should be undertaken at both internal
in research? Should regulator compete with market in research? and external levels.
| G. ) TRANSITIONAL MECHANISM
36 | Phasing: Short /| How should the roll out of the new regulatory framework be phased? The roll cut of the new regulatory framework
Medium / Long | What should be done immediately, what should follow and what should should be phased out once the Institute attains self-
Term be done in long run? fficiency in all operations.
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37 | Grandfathering | 1s there any need for grand fathering? Who can be grand fathered? What [Existing  Registered Valuers should be
| should be the process of grand fathering? andfathered. Other valuers may be grandfathered
subject to meeting existing norms.
38 | Transitional How long it should take for the first-tier regulator to come up and take Approximately 5 years.
Arrangement for | over the task from IBBI? How the work would be transitioned to the
IBBI regulator?
39 | Transitional Should existing RVOs be automatically transition to as second tier eExisting RVOs should be automatically]
Arrangement for | regulator? In what time frame? In case fresh eligibility norms are | transitioned as second tier regulators.
RYVOs stipulated for second tier regulators, how much time should existing s Number of Tier 11 regulators should be capped
RV (s be provided to comply with the new norms. Should the number of | based on capital structure.
second tier regulators be capped?
40 | Transitional Should existing registered valuers be automatically be migrated to the

Arrangement for
RVs

new regulatory regime? What should they transition?

Existing registered valuers should be automatically
migrated to the new regulatory regime.

BEERERER
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Annexure E4

Profession in the
Country

Companies (Registered Valuers and Valuation) Rules, 2017 (“the
Rules™) can be adopted? Experience with the Rules so far. What has
worked well? What has not worked well?

accountants, Such valuation is required for initial
public offerings, sealing mergers and
amalgamations, and for strategic alliances and
corporate restructuring. The propoesed legislation
{also secks to create a council of valuation
professionals of India, comprising experts from

Views of IIV RVO
Sl Issues for Elaboration of the Issue Views |
No, | deliberation |
A, FALUATION PROFESSION
1 Vision of What is your vision of the valuation profession, five vears, ten vears and [Valuation is to be recognised as profession and
Valuation twenty years hence? Should it be like the profession of Chartered ivaluer are to be declared as professionals at par
Profession Accountant, Doctor, Advocate or any other? :'I.I.I"Eﬂl other professionals.
}D'Eﬁllﬁ-'illll:
A professional 1s a person with demonstrated
andard of competency, knowledge or education
{in the form of exam or credential) and adhering
to codes of conduct and ethical standards.
2 | Review of Valuation profession of which country / jurisdiction can be a model for  [UK will be the model
Valuation valuation profession in India? Which particular feature, practice, or I.lurfsdir:tinn : IBBI / Indian Institute of Valuers
Profession mechanism can be adopted from that jurisdiction? Any difficulty in C
Internationally adopting them? g}’s&hnuld be adopted slow process
3 Review of Other | Which profession can be model for valuation profession in India? Which Medical council / Bar council / Architect council |
Professions in particular feature, practice, or mechanism can be adopted from that E‘—’I:'Hul with updating new svstems for the |
the Country profession? Any difficulty in adopting them? rofession ,
4 The Companies Bill provides for a framework to |
enable fair valuations in companies and, thus,
Valuation profession has long history in India. What are the lcarnings /! icharts a need for professional valuers, Currently, |
o — 135*!5"3""5 UERUE{‘“E ﬂFﬂl'i“Ilf‘:L‘ for the statutory framework for corporate valuation is done by auditors, merchant
eview o valuation profession? What features from the draftValuations s
Valuation Professionals Bill, 2008 can be adopted? What features from the bankers, company secretaries or chartered
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¢ three professional institutions that will overses

1 valuation professionals. The council will set
Elandaﬂis- for valuation professionals, train them,
issue qualifying norms for individuals and
monitor the professionals.
This will introduce considerable professionalism
in the business of valoation as only those qualify-
ing the norms set by the government will be able
0 practice. Besides, they will be constantly moni-
|:+::-md by the government,”
The mimstry's concept paper had also suggested
that those violating council guidelines be penal-
ized, This included penalties if a valuer disclosed
cenfidential information or was negligent while
issuing public statements or while carrying out
due diligence.

Features from Company Rules 2017 (RV): Rule
specify who can be registered valuer / experience
how they have to do (IVSC) / ethical practice /

Penalty for wrongdoing / CEP / RVO's
Experience with the Rules so far; Good

What has worked well? - Valuers started under-
standing the importance, acquinng knowledge,
I:ra.i.u.ing in CEP/COP/importance of ethical prac-
tice

What has not worked well?

Initial teething problems in implementation how-
ever its working well.
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B. MARKET FOR VALUATION PROFESSION
5 | Market for How big is market for valuation services? Is the market competitive? Valuation market is comparatively big. The
Valuation How can it be made more competitive? What are market imperfections? [present status is it is completive not by its
Services Who controls price? What are the market segments in terms of asset jprofessional practice but by its pricing of the
classes, users or any other? What are market shares of individual valuers [Valuers.
and orgamgational valuers? What influences growth of the market? Does [The end users Majority Bankers and RPs are the
the market need to be developed? IlEmLin controller of prices at present.
anks and RPs tend to lean towards
orgamsational Valuers rather than individual.
IMarket need to be developed and structured.
6 | Market for | How big is the market for valuers? What is the market potential over [An Organisational valuer has access to the
Valuers next 10 years? Is the market competitive? How can it be made more [current tools & technologies of the valuation
competitive? What are the market segments in terms of asset classes, practce by virtue of his association at no extra
users or any other? Does the market need to be developed? What are ost.
relative ments and demenits of individual valuer and organisational [At present an individualValuer has to update his
valuer? Should policy promote one over the other? professional expertise at a cost and time with little
exposure only. As there are currently no
tructured organisations for professional up
adation the time and money spent by the
individual towards this is of little use.
The policy must be to promote the valuation
Profession to the latest available technology at an
atfordable cost rather than promoting the
- Calcgory.
7 Market for | How big 1s market for education? What is market potential over the next [Valuation has to be made as a professional
Valuation 10 years? Is the market competitive? Who are market players? What are education.
Education market imperfections? Which model of education — legal, medical, [People with basic degree in their respective

accountancy or amy other - iz suitable for valuation education? Should
education and examination be with one apency? What are the
deficiencies in the current model of valuation education in the country?.

discipline and with minimuwm of 10 years
expertise in their field are to be admitted into the
course as Master's degree.

The deficiency is there are no structured education
body to offer valuation courses as stated above.
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g8 | Market for How big is the size of market? How the market can be developed? How Currently the need of the hour is to promote the
Research and to incentivise research and knowledpe management? How scon the valuer profession in a professional way rather than
Knowledge extant knowledge would be redundant? Who does research? 50/100 hrs training.

Management The expertise of Internationally accredited valuer
institutes are to be promoted through a Indian
tructured hody for imparting valuation profession
and also for research.

9 | Exclusity Can valuation services be rendered by anyone? Should valuation [Only people with domain knowledge and

services be exclusive domain of registered valuation professionals? jexpertise can practice Valuation.

What valuations should be mandatonily be conducted by valuers? How [Valuers should be allowed to practice only in
eart competition be promoted if valustion work is reserved for a set of ftheir respective domain,

people?

L REGULATORY ARCHITECTURE

10 | Typeof Does valuation profession require regulations? Should it be statutory Regulation should be statutory
Regulation regulation or self-regulation or regulated self-repulations?

11 | One Tier Vs. Should there be a central regulator or many parallel regulators (Central regulator with accredited secondary

| Two Tier competing with one another? Should there be two tiers of regulators — ators with strict accreditation standards and
| Regulation many second-tier regulators competing with one another, under the rules as to the quality of education , practice at par
oversight of a central first-tier regulator? Should the Valuation ith international standard and affordable fees
profession be regulated by one-tier regulator as for Advocates or two-
” tier regulators as in insolvency profession?

12 | Regulation V5. | Should work relating to regulation, development and standards relating [Regulations, developments and standards are to be
Development valuation profession be  housed together? Do regulation and housed together as these complement each other.
V3. Btandards development complete or complement each other? Do regulations and [The scope is to make Indian valuation profession

' standards compete or complement each other? What should be the scope attain global standards and recognised
of regulation and development in terms of markets for valuers, valuation intemationally
= services, valuation education and valuation rescarch?

13 | Scope of How long should be the statotory legislation? What aspects should it [The concept of a "registered valuer” under Indian
Statutory eover? How often this should be amended? Should it be principle based law was introduced for the first time vide Section
Legislation or rule based? Should it be an incomplete law, i.e., should the legislation 247 of Chapter VXII of the Indian Companies Act

be a skeletal one with substanfial dependence on subordinate legislation? for matters requiring valuation under the said act.
= Section 247 of the Companies Act provides that
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"where a valuation is required ro be made in re-
pect af any property, stocks, shares, debentures,
ecurities or goodwill or any other asset or net

worth of a company or ity liabifities under the
rovisions of this Act, it shall be valued by a per-

n having such qualifications and experience
irtd registered as a valuer in such manner and

o sucl terms and conditions ax mayhe pre-

Ecrfbad' and appointed by the auwdit commiitee or

int its absence by the Board of Directors of that

company".

How often this should be amended? — Frequent-
y on need base on experience.

hould it be principle based or rule based?

oth
hould it be an incomplete Iaw

Al the above

|

14 | Malleability of | How to ensure that the framework remains malleable? How should it | 1. Valuation standards to be implemented to
| Framework. cover any emerging new asset class? How should it cover valuations | avoid malleability of framework in
under different laws? valuation
2. To introduce new class of asset tangible or
intangible

3. The concept of a "registered valuer" under
Indian law was introduced for the first
time vide Section 247 of Chapter VXII of
the Indian Companies Act For matters re-
quiring valuation under the said act.

Section 247 of the Companies Act provides that
“where a valuation is requirved to be made in re-

F‘Tﬂ af any praperty, stocks, shares, debentures,

curities or goodwill er any other asset or net |
worth of @ company or its labilities wnder the
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visions of this Act, it shall be valued by a per-
son having such qualifications and experience
and registered as a valuer in such manner and
on such ferms and conditions as maybe pre-
E:;ribad and appointed by the audit committee or
in its absence by the Board of Divectors of that
company”.

Accordingly, the Ministry of Corporate Affairs
introduced the Companies (Registered Valuers
d WValuation) Rules, 2017 ("Rules"). The
IRules infer alia provided for the eligibility criterial
which needs to be fulfilled for obtaining
certification for being a registered valuer and {
r in which the certification maybe obtained
& Rules also. provide that the Insolvency an
Barlk'ruptny Board of India ("IBBI") establish
under the Insolvency and Bankruptey Code, 201
he the "registering authority”™ which will hol
aminations and grant certifications of
designation of a "registered valuer”,

. A FUNCTIONS OF THE REGULATOR

15 | Role of Each In case of two-tier regulatory structure, what should be the role of the |1.Tier one: Institution formation, Education,
Tier in first tier in education, development, standard setting, research, valuation Standard setting . Research, registration
Regulation / services? What should be the role of the second tier in education, 2 Tier two: Valuation services, regulation, rules,
Development of | development, standand sefting, research, valuation services? How each monitoring, CEP
Valuers / such function can be neatly segregated between two tiers? Or some 3. Overlap desirable in research / training during
Market overlap is desirable? What are the good areas for overlap and the extent jeducation

of sech overlap? How to avoid regulatory gaps? 4. If follows all rules and regulation the gap can
= be minimised

16 | Bcope and What areas need regulation? Who - valuers, market for valuation |Need for discussions
Approaches of | services, valuation education, valuation research - needs regulation?
Regulation What are tools of regulation? What is the role of first tier regulator in

regulation? What is the role of second tier regulator in regulation?
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Should market undertake regulation? What is scope or extent of self-
regulation? Should first tier regulator and second tier regulators compete
with each other in regulation? What should be jurisdiction of the first
tier and second tier regulators?

17 | Governanceof | Should regulator — first tier and second tier - be a statutory body, a for- |Regulators first or second tier should be a non
Each Trer profit company, a not-for-profit company, an association of persons, or a [profit organization.
society? What should be composition of ils goverming body? What
should be the extent of stakeholder representation in the governing
body? How democratic legitimacy can be imparted to the regulator?
What should be net worth and shareholding requirements in case of
companies being regulators?
18 | Accountability | How to hold a regulator - first tier and second tier - accountable? What  To discuss in forum
| of Each Tier measures can be used to assess performance of regulator in the area of
development and in the area of regulation?
19 | Independence of | What are the areas the regulator - first tier and second tier - should be Required
. Each Tier independent to take decision? What areas it may not have full
independence? How much control Govemment should have over the
first-tier regulator and what are the means of such control? How much
contral first tier should have over the second-tier regulator and what are
the means of such control? How to protect the regulator from regulatory
| capture?
20 | Resources of What should be the sources of funding of regulator -first tier and second | Time required to discuss on this
| each Tier tier? How to develop human resources to man regulators? What kind of
technological resources does a regulator need. What should be extent of
: grant from Government? What should be revenue model? =i
21 | Scope and What areas of development, regulation and standards be governed by |What arcas of development, regulation and
| Manner of subordinate legislation by fmst-tier regulator? What should be the |[standards be governed by subordinate legislation
Making procedure for making subordinate legislation? What should be the |by first-tier repulator? What should be the
Subordinate instrument for subordinate legislation? Best practices that may be |procedure for making subordinate legislation?
Legislation referred to. What should be the instrument forsubordinate
legislation? Best practices that may be referredto. |
42 | Scope and What should be the extent and methedology of making bye laws by the  [What should be the extent and methodology of |
Manner of self-regulatory organisation in the two-tier structure? What arcas of making bye laws by the self-regulatory
Making development, regulation and standards be govemed by bye-laws made |organisation in the two- tierstructure? What arcas
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be the eligibility to be an organisational valuer? How many asset classes

Byelaws by the second-tier regulator? How to factor in the interests of society in  jof development, regulation and standards be
making subordinate legislations? E,nvmad by bye-laws made by these cond- tier
regulator? How to factor in the interests of society
| in making subordinate legislations?

23 | Monitoring and | Whe should monitor and what should be the manner of monitoring the Who should monitor and what should be

Enforcement conduct of valuation professionals, market for valuation education and the manner of monitoring the conduct of
market for valuation services? What should the scope of authority and valuation professionals, market for
manner of mspection and investigation? What are specific roles in valuation education and market for
monitoring and enforcement by each tier of regulator? valuation services? What should the scope
of authonty and manner of inspection and
investigation? What are specific roles in
monitoring and enforcement by each tier
_____ ofregulator?
| 24 | Scope and What should be the mechanism for disposal of guasi-judicial functions at What should be the mechanism for
Manner of each tier of regulator? Who should dispose of and the manner of disposal of quasi-judicial functions at each
Quasi-Judicial | disposal? What are the directions that can be given in disposal of a tier of regulator? Who should dispose of
Functions quasi-judicial matter? What should be the appellate mechanism? and the manner of disposal? What are the
directions that can be given in disposal of
a quasi-judicial matter? What should be
— AL the appellate mechanism?

25 | Dealing with What should be mechanism to handle prievance of valuers? As on today there is no mechanism to
Grievances of handle valuer grievances, now [BBI/
Valuers National Institution teke through RVO &
S advises on Valuers grievances.

26 | Dealing with How should grievance and complaints against valuers be handled by Every Valuers grievances by IBBI / NIV,
Grievances first-tier and second tier regulators? Complaints against Valuer by Through
against Valuers RVO Disciplinary committee

_E VALUATION PROFESSIONALS

27 | Eligibility to be | Who can be a valuer? What should be eligibility for an individual to be a
a Valuer: valuer? What qualification and experience an individual should have to [A valuer needs to have bachelor’s degree in their
Crualification, be a valuer? Should one have a degree in valuation? Should one have domain and with the minimum experience of 10
Experience, only top up education in valuation, after having a degree in engineering, lyears in their domain.

Entity management, finance ete.? Who should provide education? What should

[t should be master degree in Valuation on one
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should be available? Should 2 minimum and maximum age for
practicing of profession be specified?

wear duration with practical training and exposure.

Mo maximum age limit to be specified but should
have regular professional upgradation.

|

28 | Independence How to hold a valuer accountable for his services? What should be [Valuer is to be made accountable for his work.
and disclosures by him? How to minimise influence of stakeholders on his [Stake holders are also to be made accountable for
Accountability | independence? How should the fees of a valuer be fixed? Should fee be fthe work of valuer.
of Valuer regulated? [Fees be regulated and linked to the value of work

Eufficfmﬂy compensating the valuer. The fee
tructure of IRDA for surveyors can be taken as a
ruide.

29 | Code of Iz the code of conduct provided under the Companies (Registered [It is adequate, |
Conduct and Valuers and Valuation) Rules, 2017 adequate? How to ensure that the [The valuer should be able to prove his work
Ethics code of conduct is followed? How to monitor this? legally if called for,

30 | Scope and Should valuation standards be prescribed? Who should prescribe such [Valuation standards need to be prescribed and its
Manner of standards? How should such standard be developed and reviewed? should be a continuous process.

Making Should such development be a continuous process? What should the [There should be regulator for formulating and
Valuation legislation provide regarding standards? Should regulator have any role  levaluating the standards.
Standards | in makings standards?
i1 | Protections for | How valuers can be protected for their bonafide acts? Should protection | 1. By Repulation
Valuers flow from regulations or statute? What should be the extent of permitted | 2. By regulation
disclaimers? How much immunity should disclaimers provide? 3. to be framed
4. to discuss
32 | Reputation of How to build and protect reputation of valuers? What factors to be | 1. As per IVSC
' the profession considered to consider a person as ‘fit and proper’ for registering a | 2. Exam / personal interview / performance
person as valuer? review
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F. DEVELOPMENT OF PROFESSION
33 | Profession vis-a- | How is technology influencing valuation profession? What technology | 1. By introducing new systems
vis Technology | and how can such technology be used in markets for valuation services, 2. Its continuzous development change with
valuers, valuation education and valuation research? Will technology / time
! machines replace valuation professionals in course of time? 3. Not at all technology and machines will
help valuers to deliver good valuation
i report
34 | Beope and What is the scope of development? To what extent it includes lobbying? | 1, Plenty
{ Approaches of | Does it include advocacy? Dees it include development of markets? | 2. 1t should lobbying &advocay
Development Does it include education, continuing professional education, | 3. yes
examination, development of curriculum and study matenal, ete? How | 4.Certanly
can repulation facilitate development? What is the role of first tier | 5.1% tier / 2™ tier details to be discussed
regulator in development? What is the role of second tier regulator in | & &7 will develop with market and regulation
development? Should market undertake development? Should regulator | will change periodically according to
compete with market in education? development
15 | Scope and What is the scope of research? How much of research is necessary for || .Masters in valuation introduced recently but
approaches for | sustenance of valuation profession? Will market undertake research on simultaneously research to be introduced
Research its own? How research can be facilitated and encouraged? What is the [2.Research is necessary
role of first tier regulator in research? What is the role of second tier B Never
regulator in research? Should regulator compete with market in ¥.special subjects in UG / PG / Phd — paper
research? presentation to be encouraged
4 5 /6/7 to be discussed
G. TRANSITIONAL MECHANISM =
36 | Phasing: Short/ | How should the roll out of the new regulatory framework be phased? [L.ITV to form and all RVO to work sccording to
! Medium / Long | What should be done immediately, what should follow and what should [TV
Term be done in long run? 2. New regulatory to be phased every 5 years once
3. Initially we may follow as per IVSC
4. We should frame our own regulation in line
with IVSC and countries requirement
37 | Grandfathering | Is there any need for grand fathering? Who can be grand fathered? What Should be discussed

should be the process of grand fathening?
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38

Transitional
Arrangement for

How long it should take for the first-tier regulator to come up and take
over the task from IBBI? How the work would be transitioned to the

1.1V to be formed
2.1t took =0 much peniod to form [BBI but

| IBBI regulator? transitioned to IV or regulator to happen in
planned manner at short period of time say in 2
i} year period maximurm
39 | Transitional Should existing RVOs be sutomatically transition to as second tier | 1.Yes
Arrangement for | regulator? In what time frame? In case fresh eligibility norms are | 2.in 2 years' Hme
RVOs stipulated for second tier regulators, how much time should existing 3.to be implemented in phased manner
RVOs be provided to comply with the new norms, Should the mumber of | 4.Certainly required
second tier regulators be capped? & —=
40 | Transitional Should existing registered valuers be automatically be migrated to the  [Existing Valuers need to be migrated to the new
Arrangement for | new regulatory regime? What should they transition? regime with sufficient up gradation of their
RVs fession.

d
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Annexure E5

e

ICMAI RVO VIEWS

1 Issues for Elabhoration of the lssue HCMAI RV Views
No. | deliberation | ] o B
A. VALUATION PROFESSION
I Vision of What 15 your vision of the valuation profession. five vears, ten years and = \ision
Valuation twenty years hence? Should it be like the profession of Chariered 0-5 - Infant Stage — More 1o learn
Profession Accountant, Doctor, Advocate or any other? [5-10 = Adopting Stage - Modifications of basic
learning

10-20 - Matured Stage — Market driven (to be 1eft)
s Ahove these with greater responsibilities and

accountability.
2 Review of Valuation profession of which country / jurisdiction can be a model for We don't have much knowledge about International
Valuation valugtion profession in India? Which particular feature, practice. or [practices.

Profession mechanism can be adopted from that jurisdiction” Any difficulty in
Internationally | adopting them?
3 Review of Other | Which profession can be model for valuation profession in India? Which Presently none in India.

Professions in particular feature, practice. or mechanism can be adopted from that

the Country profession? Any difficulty in adopting them> ¢
4 | Review of Valuation profession has long history in India. What are the learnings / [This is being treated like other profession without

Valuation lessons of such long experience for the statutory framework for pesponsibilities and accountability, Valuers have

Profession in the | valuation  profession? What fealures from  the dreaft  Valuations taken it gramted and doing the work in his own

Country Professionals Bill, 2008 can be adopted? What features from the jway. Not performed well. resulted many of the

Companies (Registered  Valuers and Valuation) Rules, 2017 (“the jorganisations have suffered and affected
Rules™) can be adopled? Experiénce with the Rules so far. What has financially and operationatly.

[l | worked well? What has not worked well? ]
- _ MARKFT FOR VALUATION PROFESSION
A Murket for How big is market for valuation services” Is the market competitive” || Thereare  broadly and  roughly  1two  marker
Valuation How can it be made more competitive? What are market imperfections? segmentsia)  valuation  eotities  undertake
Services Who controls price” What are the market sepments in terms of asset complicated valuations with a higher fee: (b)

¢losses, users or any other” What are market shares of individual valuers andividual valuers undertake simple valuations
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Market for
Valuers

and organisational valuers? What influences growth of the market? Does
the markei need to be developed?

| How big is the market for valuers? What is the market potential over

next 10 vears? Is the market competitive? How can it be made more
competitive? What are the market scements in terms of asset classes.
users or any other? Does the market need to be developed? What are
relative merits and demerits of individual valuer and organisational
valuer? Should policy promote one over the other?
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with a lower fee. The share of each t-'fr:gment”i:d
_;:SEit'tlalEd [0 b s under:

Category of | Number of | Fee  from
Valuer Valuations Valuations
(%) (o)
Individual o0 -
Entity 1) 0

However, the proposed framework should be
agnostic about such segmentation- should neither
promote nor discourape either.

2. There are two models of entities doing
valuation: (a) As under the extant Rules, wherg
the entity does valuation, and the valuer in the
entity does not; and (b) As under the Charered
Accountant Rules, where both the entity and the)
members are allowed to peactise. The participants]
were equally divided as to which model is better.

3, All forms of entitics (companies. LLPs,)
partnérship  firms)  should be  allowed as
valuationentites. A majority of  the
directors/ partners should be valuation
professionals. There was also o view that all or 3,
whichever 15 less, of the directors ‘partners should
be volustion prolessionals, as curmently provided
in the Rules.

. Where a company 1% a valuation entity.,
{a) i1 must not be a subsidiary or  havel
s bsidiarnes; and

k) at least 51% ol cquity must be held by

A
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Market for
Valuation
Education

registered valuers.

5, There may be there asset classes, as presently
provided in the Ruoles, to start with, However,
icach assel class may enable for specialisation in
miche arcas also. For example. the asset class land

nd building may have specialisations forestry,
Egri::ulilurc. pisciculture.. mining. ete. The statute
may enable addition © deletion of asset classes
depending on need,

How big is market for education” What is market potential over the next
10 years? Is the market competitive? Who are market playvers? What are
mirkel imperfections? Which model of education - legal. medical,
accountancy or any other - is suitable for valuation education? Should
education and examination be with one agency? What arc the
deficiencies in the current model of valuation education in the country?
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1. The model of education should be similar
that of ICAL The Central regulator should
prescribe  curriculum  of  the  courses  for
regisiration a5 RY  and conduet the final
cxaminations of the courses.

2, The courses mav be delivered by RVOS and
[ hriversities.

5. The admission 1o courses should be allowed
through a common competitive entrance
examination.

41, There may be two Kinds of courses for
egistration as RV:

:E] lop=up CoursezAn individual with minimum
gualitication in relevam discipline such as B.E. in
ICivil Engineering or o professional qualification
arch as CA may undergo a top-up/bridge course
ol two years comprising one-year of classroom

W g year of intensive internship with a RV,

ﬁ"l Complete Course! An individual with 8 pass in

______ v




[ A e i .

eighteen-months specialisation in the specific
ssel class, and eighteen months of internship
ath an RV,

lass X1, may undéri._qn a  fAve-year
omprehensive course from recognised places|
RVOs and Universities). This may have twoy
ars common course for nll sssel  claosses,

. Both the moadels have a component of super
sciplisation in & sub-class of assets such as
orestry, jewellery, afs, mining, ¢lc.

K Market for How big is the size of market? How the market ean be developed? How [The Universities and the Central Regulator should
Research and to incentivise research and knowledge managemem? How soon the konduct and promote research.
Knowledge extant knowledge would be redundant” Who does research!
Management '.
) Exclusiviny Can valuation seérvices be rendered by anvone? Should valuation [The following valuations should mandatorily be
services be exclusive domain of registered valuation professionals? conducted by a registered valuer:
What valustions should be mandatonly be conducted by valuers? How Ka) Every valuation required under any law in the
can competition be promoted i valuation work is reserved for a set of country: and
people? by Every other valuation required lor a decision)
y Ciovernment or a public authority or a financial
institution, by practice.
C. REGUIATORY ARCHITECTURE
10 | Type of Does valuation profession require regulations? Should it be siatutory (L. 1t should be a mixture of stamtory repulaton
________ Regulation | regulation or seli-regulation or regulated self-regulations? along with regulated self-regulation.
[T | One Tier ¥s. Should there be o central regulator or many paratle! regulators
| Two Tier competing with one another? Should there be two tiers of regulators — 22 1t should be a two-tier structure, as in place

Regulation

many second-tier regulinors competing with one anmher, under the
oversight. of o central  (imst=tier  regubitor?  Should  the Valuation
profession be regulated by one-tier repulitor as for Advocates or Twio-

camprising BRI {Central Regulator) and RV O,

3, The standards should be set in the manner

tier regulators as in imsolvency profession’”
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' Ra_gu!ntiun Vs,
Development
Vs, Stendards

Should work relating 10 regulation, development and standards relating standards.
valuation profession be  howsed topether? Do repulation and
development complete or complement each other? Do regulations and
standards compete or complement each other? What should be the scope
ol regulation and development in terms of markets for valuers, valuation
services, valuation education and valuation research?

Scope of
Statutory
Legislation

Malleahility of
Fearrieswirk.

How long should be the stntutory legislation? What aspects should it [The legislation should spell out:
cover”? How ofien this should be amended? Should it be principle based fa) the role of the Centrul Regulamtor and sl
or rule based? Should it be an incomplete law, e, should the legislation [povemance struciure;

be a skeletal one with substantial dependence on subordinate legislation” (b the role of the RVOs;

(c) Offences and Penalties, including appellate
mechanism.as under:

(i) Schedule-A comprising of major Offences by
the Central Regulator; and

(i1) Schedule-B: (hher Offences 1o be dealt by

RVOs,

If an RV has committed offences included in both)
Schedule. 1t will be dealt by the Central
Regulator. (d) Manner of exercising  quasi-

legislative, executive and quusi-judicial functions)
by the Centril Regulator and the RVO,

With self regulations — flexibility in adoption of
baste framework will remain same. Technical
part nevd be incorporated and substituted

How 10 ensure that the framework remains malleable? How should it
covier any emerging new asseél class”! How should it cover valuations
under different laws?

A

Raole of Each
ller in
Regulation /
[3evelopment of
Valuers |
Murket

| case of two-tier regulatory structure, whint should be the role of the ti.rﬁi ner may ke chair based model with on

iy :.'rl.l[r 15 desirnble’” What are the _E-.}nd preats [or o Lr]..1|_':- and the extent

FUNCTIONS OF THE REGULATOR

fiest ter in education. development. standard setting. research, valuation fgoing research / systems (R& 1Y) concepi
services” What should be the role of the second tier in education, Second tier may be waken as checker, both of them
development. standard setting, research, valuation services? How cach should work on maker and checker principles.
such function can b neatly segrepated between two tiers? Or some where ove rlapping can be avoided
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Repulation

What are tools of regulation? What is the role of first tier regulator in
regulation? What is the role of second tier regulator in regulution?
Should marker undertake regulation? What s scope or extent of self-
regulation? Should first tier regulator and second tier regulators compele
with each other in regulation? What should be jurisdiction of the first
tier and second Oer regulators?

.-l""‘-
.-"'..-
.-'f
i
of such overlap” How to avoid regulatory gaps?
Scope and What areas need regulation? Who - valuers, markel for valuation [No specific areas, all the areas should be market /
Approaches of | services, valuation education, valuation research - needs regulation? systern driven with common jurisdiction.

¥

Crovernance of
Each Tier

Should reguiator - first tier and second tier - be a stalutory body. & fior-
profit company. a not-for-profit company. an association of persons. or a
socicly? What should be composition of its goveming body? What
should be the extent ol stakeholder representation in the goveming
body? How democratic legitimoey can be mmpanied w the regulator?
What should be net worth and shareholding requirements in case of
compunies being regulators?
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1. As regards the Governing Board of the Central
Regulator, there were two views:

{iy The Governing Board should have a
Chairperson, g few Whole Time Members and a
few emment cilizens as Par-time Members, It
should be supported by an Advisory Committee
comprising of RVs representing RVOs. The
Croverning Board must mandatorily consider the
views | decision of the Advisory Commitice.

{b} The Governing Board should have a
Chairperson, a few Whole Time Members and
representatives of RVOs as Part-time Members.
lhe Central Regulator (Mot Goverming  Board)
should be supporied by an Advisory Committes
comprising of RVs representing RYOs.

2. RVOs should be companies registered under
seetion 8 of the Compamies Act, 2003, It should
have board composition o5 provided in the Rules,
A muimmum share capiued and mmmam pumber
of BYs should be required for registration as an
BEYVdh

A
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Accountability
of Each Tier

| How to hold a regulator

first tier and second tier - accountable’? What
measures can be used to assess performance of regulator in the area of
development and in the area of regulation”

Through 1cf,rlis!alinn only.

19

T

Independence of

Exch Ticr

What are the areas the regulator - first tier and second tier - should be
independent 1o take decision? What areas 1t may not have [ull
independence” How much control Government should have over the
first-tier regulator and what are the means of such control? How much
control first tier should have over the second-tier regulator and what are
the means of such control? How to protect the regulfator from regulatory
caplure?

Resources of
each Tier

What should be the sources of funding of regulator -first ter and second
tier! How 1o develop human resources o man regulators? What Kind of
technological resources does a regulator need. What should be extent af
grant from Government? What should be revenue model”!

Scope and
Manner of
Making
Subordinate

Legistation

Seope and
Manner of
Making
Byvelaws

What arcas of development, regulation and standards be governed by
subordinate  legistation by first-tier regulator? What  should  be the
procedure for making subordinate legislation? What should be the
instrument for subordinate legislation? Best practices that may be

referred to.

What should be the extent and methadology of making bye laws by the
self-regulatory  organisation in the two-tier structure”? What areas of
development. regulation and standards be governed by bye-laws made
by the second-tier regulator? How o factor in the inlerests of society in
making subordinate legislations?

| Maonitoring and

Enforcement

manntoring and enlorcement by each tier of regulator?

| Who should monitor and what should be the manner of 1111:-|‘r-1'm-r"-ing. the

conduct of valuation professionals. market for valuation education and
market for valuation services? What should the scope of authonty and
manner of mspection and investigation? What are “specific rales in
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Clear cut demarcation with full independence.
(There should not be water tight compantment.

|:l should he 5i:tmiﬁr:r b i) |'ﬁ'a':.: p:r!’nﬁnllk:
i
The same patiern.

avbe given to make necessary changes (o the
body formulated.

1#.5 per point no., 21

Authao nru_lrlﬁhﬂh er {Second tier)

>
'

‘RDA [ IRDA] etc funding extra may also be on

lrl?_lusic framework through legislation, Autonomy |




v

24 | Scope and | What should be the mechanism for disposal of quasi-judicial functions at [Through monitoring and disciplinary committee —
Manner of each ter of regulator? Who should dispose of and the manner of [witha provision o appeal upio apex court.
Quasi-Judicial disposal? What are the directions that can be given in disposal of a
Funciions quasi-judicial matter? What should be the appellate mechanism®? - -

25 | Dealing with What should be mechanism to handle grievance of valuers? Through internal ombudsman.

Ginevances of
Valuers

26 | Dealing with How should grievance and complaints against valuers be handled by [As per legislative provisions,

Cirievances first-tier and second tier regulators?

against Valuers

STITATTrT

T wer e rrr |

Muanner of
Making
YW alugion

| Standards

| standards? How should such standsrd be developed and reviewed?

Should such development be o continuous process? What should the
legeslotion provide regarding standards? Should regulator have any role
it makings standards™
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E. B HI.LH TIHNPRHFFTSI{?NAIS T L
27 | Elignbility to be | Who c: i be a valuer? What should be claguhu]m for an individual to be a |A Hp-.'Ei.l.‘ilnt [ :.uhjeq_l E't'.pr_'rl with minimum
a Valuer: valuer? What qualification and experience an individual should have 1o jualification, graduation with or withoul
Qualification, be a valuer? Should one have a degree in valuation”? Should one have fexperience. Age 25 1o 70 years.
Expericnce. only top up education in valuation. after having a degree in engineering.
Entity management, finance ¢ie.” Who should provide education? What should
be the ehigibility 1o be an organisational valuer? How many asset classes
should be avalable? Should 2 minmmum and maximum age for
l practicing of [lrul;l“_‘ﬁ!i.iﬂl"l. b specified” - -
| 28 | Independence How to hold a valuer accountable for his services” What should be [Through legisiations, valuation fees should be
and disclosures by him? How to minimise influence of stakeholders on his jmarket driven,
Accountability | independence? How should the fees of o valwer be fixed? Should fee be
of Valuer regulated? S - _
29 | Code of Is the code of conduct provided under the Companies (Registered Need to frame a small committiee with proper
Conduct and Valuers and Valuation) Rules. 2007 adequate? How 1o ensure that the frepresentation of RV, May be ssued guidelines
(- Ethics - | code of conduct 15 followed? How 1w monitor this? on the biasis of recommendations of commutiees.
il | Seope and | Should valustion standards be prescribed? Who should prescribe such [Yes, only regulation he may be authority to

finalise.




Medium / Long
lerm

What should be done immediately. what should follow and what should
be done n long run”?
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31 | Protections for How valuers can be protected for their bonafide acts? Should protection [RVs should have insurance to protect againsj
Naluers Aow from regulations or statute” Wht should be the extent of permitted professional  habihoes,. They  should  hay
diselaimers? How much immumty should disclaimers provide? rotection against actions taken in good faith.
32 | Reputation of How 10 build and protect reputation of valuers? What factors fo be [Inatially may be common, of later stage market
the profession considered 1o consider a person as "0t and proper’ for registering o may weed out the under performer valuers on the
person as valuer? hasis of s performance / market reports.
Bl DEVELOPMENT OF PROFESSION
33 | Profession vis-a- | How is technology influencing valuation profession” What technology [Technology may be one the Tactors but not 11,
vis Technology | and how can such technology be used in markets for valuation services, [subjectivity is also must,
vitluers, valuation education and valuation research? Will technology /
machines replace valustion professionals in course of ime?
34 | Scope and What is the scope of development? To what extent it includes lobbying? [As per point No. 16 plus with sufficient flexibility
Approaches of Does It include advocacy” Does it include development of markets? fo the regulators,
[evelopment Does it include education. continuing  professional  education,
examination. development of cumiculum and study maternal, ew? How
can regulation Tacilitme developmemt? Whan s the role of first ter
regulmtor in development? What 15 thie role of second ter regulator in
development? Should market underake development? Should regulator
compete with market in education? o - B
15 | Seope and What is the scope of research? How much of research s necessary for [t is on, ongoing basis, needsinterventation from
approsches for sustenance of valuation profession? Will market undenake rescarch on the regulators.
Research its own? How research can be {acilitated and encouraged? What is the
role of first tier regulator in research? What is the role ol second tier
regulator in rescarch? Should regulator compete with marker n
resegreh’
G.| TRANSITIONAL MECHANISM - -
16 | Phasing: Short /| How should the roll o of the few regulatory framework be phased? Formation of the Commintee with specialist and 4-

5 small committees to study and give
recomme ndations,
Long run 1o be reviewed periodically after 5.140.15

[\.u'
~%




37

yEArs.,

Transitional
Amangement for
IBBI

Is there any need for grand fathenng? Who can be grand fathered? What
should be the process of grand fathering?

Existing valuers should be gﬂﬁdl’ulhcmd subject
i meching certaim norms.

How long it should take for the first-tier regulator to come up and take
over the task from IBBI7? How the work would be transitioned to the
regulator”

39

Transitional
Armangement lor
RVils

Presently it chould be done by IBBI only. It may
take 2-3 vears for povernment to bring new
legislations. Thereafier new Avatar will emerge
L.

Should existing BVOs be automatically transition to as sccond tier
regulator?  In what time frame? In case fresh eligibihity norms are
stipulated for second tier regulators, how much time should existing
RVOs be provided to comply with the new norms. Should the number of
| second tier regulators be capped?

Till the new legislations passed out to be kept as it
5.

Al

Transitional
Arrangement for

RV

Should existing registercd valuers be amtomatically be migrated to the
JI new regulatory negime? What should they transition™
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(o, through examinations within 2-3 vears,




Annexure E6

Views of ICAI Registered Valuers OQrganisation

S. No. Issue for deliberation Elaboration of the Issue Suggestions from ICAI RVO
A. VALUATION PROFESSION
1. | Vision of Valuation - What is your vision of the valuation | Valuation Profession should meet the need of
Profession profession, five years, ten years and | independent objective valuations for financial reporting

twenty years hence? Should it be like the
profession of Chartered
Accountant, Doctor, Advocate or any
other?

and transactions.

5 years:

Development of the profession, with support of
good standards and ensuring that the valuers
have enough professional opportunities to be
financially sound, so that they do not have need
to compromise on independence.

Valuation professionals should be identified not
based on academics, i.e., an exam}, but should
be put through intense training and in future, a
minimum 2 years internship with a valuation
professional.

Mandatory CPD of at least 20 hours a year with
CPD learning in international conferences
getting weightage of 2 (this will help Indian
valuers get international experience and also
communicate to outside world, the presence of
international valuers)

The profession should be developed as a niche
profession with few professionals and have

‘members who ~have good experience and

maturity.
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Review of Valuation

Profession Intemationally

e 10 vyears: A highly regulated profession, well

respected, with zero tolerance for lack of objectivity
in performance of professional work. The Indian
Valuation Standards should be globally acceptable
standards.

e |5 wvears: Indian Valuers should have global
presence and at least 1/3™ of the world valuation
requirements should be met out of India.

Valuation profession of which country /
jurisdiction can be a model for valuation
profession in India? Which particular
feature, practice, or mechanism can be
adopted from that jurisdiction? Any
difficulty in adopting them?

Registered Valuer as a concept is not prevalent in large
developed countries/markets like US, Canada, UK,
Australia, Japan efc.

Valuations are typically performed by experts having
the relevant domam knowledge and experience.|
Usually, valuation professionals in these countries have
a basic qualification followed by specialisation in
certain areas of wvaluation, For example wvaluation
professionals performing valuation of
securities/financial assets may possess professional
qualifications like CA, CPA, and MBA.

In addition, they may  take  additional
specialisation/accreditation with specialised valuation
bodies, 1.e. American Society of Appraiser, Canadian
Institute of Business Valuers, etc.

Here 1t will be relevant to mention that possession of
this additional qualification provides credibility and
comfort to the client and as well as user of the report.
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' American or the Canadian model for the professions_|
going forward can be explored.

In order to perform valuation, besides theoretical
knowledge a Valuer shall also possess practical
experience.

Which profession can be model for

3. | Review of Other Professions
' valuation profession in India? Which

in the Country

Profession in the Country

| particular feature, practice, or mechanism

can be adopted from that profession? Any
difficulty in adopting them?

Valuation profession has long history in
India. What are the leaming’s / lessons of
such long experience for the statutory
framework for valuation profession? What

features from the draft Valuations
Professionals Bill, 2008 can be adopted?
What features from the Companies

{Registered Valuers and Valuation) Rules,
2017 (“the Rules”) can be adopted?
Experience with the Rules so far. What has
worked well? What has not worked well?

The Valuation profession could be built on the lines of
Actuary profession as a niche profession with few
members and/or Chartered Accountancy Profession.

Regulation of Valuation Professionals is an important
step to bring accountability to the Valuation profession.

The features of the draft Valuation Professionals Bill,
2008 w.r.t code of conduct, accountability, and
eligibility can be adopted.

However, eligibility/qualification for becoming a
Registered Valuer needs improvement, especially the
examination syllabus.

Mandatory practical training is essential,

MARKET FOR VALUATION P

ROFESSION

Market for Valuation Services

How big is market for valuation services? Is
the market competitive? How can it be
made more competitive? What are market
imperfections? Who controls price? What
are the market segments in terms of asset
classes, users or any other? What are market
shares of individual Valuers and
organisational Valuers? What influences
growth of the market? Does the market need

Need to do a formal research to get an estimate of '
market size and potential growth,

Based on interactions it appears valuation services
market 1s not big enough and there are too many players
competing, including on price to extent there 1s
commeditising of the service.

The market growth is driven by financial reporting and
banking transactions, including insclvency.

Market growth needs to be developed.

to be developed?
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Market for Valuers

How big is the market for Valuers? What is
the market potential over next 10 years? Is
the market competitive? How can it be
made more competitive? What are the
market segments in terms of asset classes,
users or any other? Does the market need to
be developed? What are relative merits and
demerits of individual Valuer and
organisational Valuer? Should policy
promote one over the other?

]

Information needs to be assessed by a research.

As a concept, organisational valuers are better, with
primary accountability on individual. Organisation
concept ensures reasonable size. internal checks and
balances to protect firm goodwill, breadth and depth of
experience for valuation assignment.

Policy should promote Organisational valuers, with
individual valuer signing opinion responsibality.

The organisations can be structured as partnerships or
corporate entity. However, if any firm or company 1s to
be registered as a Valuer, at least two persons as
Partners or Directors of the Partnership Firm or Body
Corporate should be Registered Valuers.

The liability for a misconduct or other wrong, the
penalties, fines or offences including dis-qualification
to practice, should be applicable jointly or severally on
the firm, or the company and the individual Valuers in
practice engaged in the mandate.

Market for

Education

Valuation

How big is market for education? What is
market potential over the next 10 vears? Is
the market competitive? Who are market
players? What are market imperfections?
Which model of education — legal, medical,
accountancy or any other - is suitable for
valuation education? Should education and
examination be with one agency? What are
the deficiencies in the current model of
valuation education in the country?

Based on the number of professionals offering valuation
services, valuation of tangible assets on numerical basis
has a sizeable population. There are two/three
specialised institutes providing courses in valuation for
tangible assets.

In the securities/financial assets segment professionals
with background in finance have been generally
carrying out valuations.
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S
Market for Research and

Knowledge Management

The model of I[CAI may be adopted.

Education and Examination can be with one agency.
Education can confine to Defining course content,
providing education material including education
videos.

The present model introduced after 2017 Rules, 1s
checkbox with focus on attending 50 hours of classes
and an on line exam. The leamning for professionals
(including CA) is self study and practical training.

How big is the size of market? How the

market can be developed? How to
incentivise  research and  knowledge
management? How soon the extant

knowledge would be redundant? Who does
research?

Refer Above for size of market. Research till now has
primarily been performed by Merchant Banks,
Consultants, Leading practitioners, Industry Bodies and
Academia in the form of thought leadership.

A market for the use of research exits however the same
shall suffer from constraints as information available in
public domain could be selective and restrictive.

Exclusivity

Can valuation services be rendered by
anyon¢e? Should valuation services be
exclusive domain of registered valuation
professionals? What valuations should
mandatorily be conducted by valuers? How
can competition be promoted 1f valuation
work is reserved for a set of people?

Considering the prevailing market and cost vs. benefits
of a Registered Valuer, thresholds for use of Registered
Valuer could be explored.

The following thresholds could be considered:

I. Type of Company - Minimum net worth
{comprising paid-up capital and free reserves) :
Criteria of coverage of entities for Ind AS can be
adopted as these are considered to be public
interest.

2. Transactions for which independent valuation by
the Registered Valuer(s) is mandatory:

-y
4
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- All schemes of Compromise and Arrangement
under the Companies Act, with an exemption
to:

o Scheme of Compromise and Arrangement of
a wholly owned subsidiary of a company
with itself and vice versa; and

» Compromise with creditors not amounting
to either a business combination or a spin-
off:

Sale of a business including investment business
and disposal of a Controlling interest over an
undertaking or a company through disposal of
sharcs, an undertaking or a substantial part
thercof including a slump sale/itemised sale;

- Purchases, combinations and restructuring
entailing acquisition of business, undertaking
or substantial part of an undertaking, where
Related Parties are involved;

- Recapitalisation of companies including but
not limited to situations where the company’s
proposed capital reduction by buy-back or
petitioning the Court under the Companies
Act.

1

Preferential allotments made to Related Parties
and Persons controlling the company under the
Companics Act, 1956.
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3. Transactions where an independent valuation may
be desirable:

- Purchases, combinations and restructurings not
covered above and which entail acquisition of
business, an undertaking or substantial part of
an undertaking, where:

¢ The investment exceeds 15% of net worth of
the acquirer; or

e The investment exceeds 25% of equity of the
acquiree, provided overall consideration
exceeds INR 100 crores.

REGULATORY ARCHITECTURE

.
10. | Type of Regulation

Does  valuation  profession  reguire
Regulations? Should it be statutory
Regulation or self-Regulation or regulated
self-Regulations?

Yes, Valuation profession requires Regulations.

The model should be similar to TCAT /ICoALICSI |
where Governing body comprises 80% of members of

the profession who understand the profession and 20% |
who are nominees of Government to exercise oversight. :
Such body is a statutory body and is not an SRO as |
perceived. |

A model like this where professionals are involved in
governing body, will enable growth of the profession. It
1s a small profession (few members — max active 25K
over 20 years) and it is best regulated this way instead
of having a Government administered body which will
consume precious time of the Government.

11

One Tier vs Two Tier

Regulation

Should there be a central regulator or many
parallel regulators competing with one
another? Should there be two tiers of
regulators — many second tier regulators

One tier so that the profession is administered
uniformly. The ICAI/ICoAVICSI is a time tested model |
which has allowed the profession to scale.

IR
il

]

W
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12,

13.

4. | Malleabil_ity of Framework

e

Regulation vs. Development 1.
vs. Standard

Scope of Statutory Legislation

)

competing with one another, under the
. oversight of a central first-tier regulator?
' Should the Valuation profession be
regulated by one-tier regulator as for
Advocates or two-tier regulators as in
insolvency profession?

]

Should work relating to Regulation,
development and standards relating

valuation  profession be  housed
together?
2. Do Regulation and development

compete or complement each other?

3. Do Regulations and standards compete
or complement each other?

4. What should be the scope of Regulation
and development in terms of markets for
Valuers, valuation services, valuation
education and valuation research?

l. Yes.

2. Compliment; good regulation automatically lcads to
development.

3. Regulations and standards are different. Regulations
are essentially around membership, conduct,
functioning, etc whereas standards arc relating to
performance of work- issuing a valuation report/
expressing an opinion

4, JRDATI model to be followed; which functions as both
regulator and developer.

]

How long should be the statutory
legislation? What aspects should it cover?
How often this should be amended? Should
it be principle based or rule based? Should
it be an imcomplete law, i.e., should the
legislation be a skeletal one with substantial
dependence on subordinate legislation?

How to ensure that the framework remains
malleable? How should it cover any
emerging new asset class? How should it
cover valuations under different laws?

The legislation should be similar to that of

[CAVICoATTCSL.

Research oriented and those areas which arc in infancy
stage, guidance notes to be issued and once they mature,
standards to be 1ssued.

o
7
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FUNCTIONS OF THE REGULATOR

Role of Each Tier
Regulation/Development
Valuers/Market

in
of

In case of two-tier regulatory structure,é
what should be the role of the first tier in |
education, development, standard setting,
research, valuation services? What should
be the role of the second tier in education,
development, standard setting, research,
valuation services? How each such function
can be neatly segregated between two tiers?
Or some overlap is destrable? What are the -
good areas for overlap and the extent of |
such overlap? How to avoid regulatory

gaps?

Single Tier.

Any other model is waste of precious national resources
(including time). With so many RVOs, each having
capital, each organising programs sub scale, the
management over time will lose enthusiasm, a failure of
even a single RVO will shake confidence of public on
valuation.

It is a small niche profession and best dealt by one
institution.

16.

I7.

Scope and Approaches
Regulation

Governance of Each Tier

What areas need Regulation? Who -
Valuers, market for wvaluation services,
valuation education, valuation research -
needs Regulation? What are tools of
Regulation? What is the role of first tier
regulator in Regulation? What is the role of
second tier regulator in Regulation? Should
market undertake Regulation? What is
scope or extent of self-Regulation? Should
first tier regulator and second tier regulators
compete with each other in Regulation?
‘What should be jurisdiction of the first tier
and second tier regulators?

Should regulator — first tier and second tier
- be a statutory body, a for profit company,
a not-for-profit company, an association of
persons, or a society? What should be
composition of its governing body? What
should be the extent of stakeholder
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Same as Accounting profession.

Single tier, statutory body as explained above.




18.

19.

i Accountability of Each Tier

representation in the governing body? How
democratic legitimacy can be imparted to
the regulator? What should be net worth and
shareholding requirements in case of
companies being regulators?

How to hold a regulator — first tier and
second tier - accountable? What measures
can be used to assess performance of
regulator in the area of development and in
the area of Regulation?

Single tier.

For each asset class, there can be Board within the
Statutory body for each asset class having people of
relevant SME, just as ICAI has ASB, AASB, ESB,
VSB, etc

Independence of Each Tier

What are the areas the regulator - first tier
and second tier - should be independent to
take decision? What areas it may not have
full independence? How much control
Government should have over the first tier
regulator and what are the means of such
control? How much control first tier should
have over the second-tier regulator and
what are the means of such control? How to
protect the regulator from regulatory
capture?

Resources of Each Tier

What should be the sources of funding of
regulator -first tier and second tier? How to
develop human resources to man
regulators? What kind of technological
resoutces does a regulator need? What
should be extent of grant from
Government? What should be revenue
model?

Single tier- as discussed above,

Revenue model - membership fees and education
programs are typically the source of funds for
professions.

|
This should be independent body, not funded by Govt. |
The valuation profession 1s a key profession for the
nation economic health. Its independence so as to avoid
even if less likely a potential risk of being influenced by :
may be some weak Government in future or change
with political ideology should be avoided. !
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The body should be independent and be able to have
international practices followed and influence building
infernational practices.

21. | Scope and Manner of Making

Subordinate Legislation

What areas of development, Regulation and
standards be governed by subordinate
legislation by first-tier regulator? What
should be the procedure for making
subordinate legislation? What should be the
instrument for subordinate legislation? Best
practices that may be referred to.

For subordinate legislation, SEBI method shall be '
followed which is more rule based, in certain areas.

Scdpe and Manner of Making
Byelaws

22.

23, | Monitoring and Enforcement

What should be the extent and methodology
of making bye laws by the self-regulatory
organisation in the two-tier structure? What
areas of development, Regulation and
standards be governed by bye-laws made by
the second-tier regulator? How to factor in
the interests of society in making
subordinate legislations?

RVOs need to be able to manage their members in a
self-regulated manner, improving their competency and
capability, etc.

Who should monitor and what should be the
manner of monitoring the conduct of
valuation  professionals, market for
valuation education and market for
valuation services? What should the scope
of authority and manner of inspection and
investigation? What are specific roles in
monitoring and enforcement by each tier of
regulator?

24. Scopé and Manner of Quasi-

Judicial Functions

1A 15&

What should be the mechanism for disposal
of quasi-judicial functions at each tier of
regulator? Who should dispose of and the
manner of disposal? What are the directions

Valuation Professionals should be momitored by the 2nd
Tier Regulator.

2" Tier Regulator shall be monitored by the 1st Tier
Regulator.

Currently, IBBI is a quasi-judicial body and functions
of such body should not be given to the 2™ tier
Regulator.

M?‘

o
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25.

that can be given In disposal of a quasi-
judicial matter? What should be the
appeilate mechanism?

Dealing with Grievances of | What should be mechanism to handle

Valuers

| grievance of Valuers?

26.

Dealing with  Grievances
against Valuers

| How should grievance and complaints
against Valuers be handled by first tier and
second tier regulators?

It shall be as per the existing rules. Moreover, RVOs
need to be more in touch with their members.

Valuations are subjective and two Valuers with similar
set of facts can have different views. Accordingly,
principles of limited review for valuations should
continue :

1. For the serious cogent complaints there is a need to
put a mechanism for review that may reveal the
need to further investigate after prima-facie
verification,

2. A panel of Valuers not in active practice could be
constituted as a Screening Committee/Peer Review
Committee which can enable the Institute to
discharge its role for valuation related matters,
when complaints are filed;

3. The Screening Committee panel could be instituted
on an annual basis by inviting Valuers not in active
practice to participate on the Screening Commuittee;

4. If the Screening Committee forms a prima-facie
view about the complaint(s) or grievance(s) merit
examination, they will forward the same for Peer
Review;
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10.

11.

Screening Committee may collate similar
complaints, and deal with such complaint(s) on a
case-by-case basis;

Personal hearings not be allowed for the process of
screening;

Institute of Valuers shall maintain a panel of
registered valuers whe are undertaking or have
undertaken mandatory valuations to conduct a peer
review and form the Peer Review Committee.

Peer Review Committee shall review the
complaints screened by the Screening Committee
and for which a peer review is recommended.

Taking into account the cost of the peer review
process, a single peer reviewer may be considered
as a preferred option. Appowntment of a qualified
eligible lawyer to assist the Peer Review
Committee on judicial questions is envisaged.

The Peer review may rely upon the sealed or
confidential {iling of the final valuation report.

Non-cooperation or non-participation in the Peer
Review Process by the Valuer or the company shall
be considered as a ground for considering and
awarding penalties and declaring a misconduct and
the adjudication thereol by the Institute;
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| 12. At the first stage, a Peer Review should be
conducted, only where the Screening Committee
recommends such review based on complaints
received. At a later stage, the DCA may
contemplate a review process as a quality check
where the work of every Registered Valuer is
subject to a Peer Review at least once every five
years.

Severe penalty is recommended for acts of fraud in
case of filing complaints.

VALUATION PROFESSIONALS

Entity

i Eligibility to be a Valuer;
Qualification,

Experience,

Who can be a Valuer? What should be
eligibility for an individual to be a Valuer?
What qualification and experience an
individual should have to be a Valuer?
Should one have a degree in valuation?
Should one have only top up education
valuation, after having a degree in
engneering, management, finance etc.?
Who should provide education? What
should be the eligibility to be an
organisational Valuer? How many asset
classes should be available? Should a
minimum and maximum age for practicing
of  profession be  specified? 28
Independence and Accountability of Valuer
How to hold a Valuer account

| Valuers, who have already cleared the IBBI exams, may
be registered in their individual capacity as “Valuers in
practice”, provided they meet certain minimal
qualification and experience requirements.

The qualification requirement for this one time
registration as “Valuers in practice” shall be a Post
Graduate in Accountancy or Financial Management or
its equivalent including Chartered Accountancy, Cost
Accountancy Company Secretary, or Post Graduate
Diploma in Financial Management.

The one time window for registration of “Valuers in
practice” shall apply to those persons who have the
relevant qualification as on a specified date.

A minimal experience requirement in the area of
valuation for registration as “Valuers in practice” could
also prescribe. Post cut-off date, MCA could introduce
the syllabus for examinations to be carried out under the
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29.

| Independence
Accountability of Valuer

and

" Code of Conduct and Ethics

supervision of the Central Government, for three
subjects namely:

a) Theory of valuation — valuation of business
enterprise and shares

b) Practice and procedure of valuation; and

¢) Ethics.

How to hold a Valuer accountable for his
services? What should be disclosures by
him? How to minimise mfluence of
stakeholders on his independence? How
should the fees of a Valuer be fixed? Should
fee be regulated?

Valuation 1s essentially an expert determination.
Valuers need to follow the model code of conduct and
perform his assignment with duty of care.

Valuers should be accountable for their functions and
have to act independently and fairly. To facilitatc
prima-facie review, when there are complainis cogently
made, a review procedurc by peer revicwer s
suggested. Such a peer review would conduct the
limited review for verifying existence of fraud,
misconduct or gross negligence in making of the
valuation asscssment. J

Is the code of conduct provided under the
Companies (Registered Valuers and
Valuation) Rules, 2017 adequate? How to
ensure that the code of conduct is followed?
How to monitor this?

Registered Valuers should observe the following
fundamental principles:

e Integrity and Fairness;

» Professional Competence and Due Care;

»  Confidentiality;

e Independence and Disclosure of Intercst;

o Adherence to Guidelines, Rules and Regulations;
and |

e Maintenance of Working Papers. |

The salient principles of the Code of Conduct for a |
Valuer could be as follows:
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10.

[n the conduct of business to observe high |
standards of integrity and fairness.

Render at all times high standards of service,
exercise due diligence, ensure proper care and
exercise independent professional judgement.

Not misuse c¢lient confidential information and/or
disclose confidential information except as
required under law.

Disclose to the clients, possible sources of contlict
of duties and material interests while providing
unbiased services.

Abide by the guidelines, rules and Regulations,
which may be applicable and relevant for
acceptance and conduct of valuations.

Maintain working papers for a minimum period of
3 years for production before a regulatory authority
or apeer review. In the event of a dispute the record
shall be maintained till the disposal of the
claim/case.

Not to allow any person to practice in his name as
Valuer.

Not to charge a success fee for independent
valuation work, If test of independence 1s not
required, a Valuer may negotiate a success fee,
which has to be disclosed as part of his valuation
report.

Not to indulge in mandate snatching or
convenience valuations in order to cater to the
company’s or client’s needs.

Not to disclaim liability in the preparation of the
valuation report except to the extent of assumed
accuracy of information provided by the company.




30.

Scope and Manner of Making
Valuation Standards

Should valuation standards be prescribed”
Who should prescribe such standards? How
should such standard be developed and
reviewed? Should such development be a
continuous process? What should the
legislation provide regarding standards?
Should regulator have any role in makings
standards?

31.

Protection for Valuers

How Valuers can be protected for their
bonafide acts? Should protection flow from
Regulations or statute? What should be the
extent of permitted disclaimers? How much
immunity should disclaimers provide?

Valuation standards are required to act as a "Guiding
light” to the Valuers. There is no uniform or globally
accepted Valuation Standards like IFRS, 1.e. the same
may vary across countries.

Valuation standards should be locally developed
keeping in mind the best global practices and local
Regulations.

ICAIT Valuation Standards that have been developed by
considering global practices and Indian laws shall be
consldered for prescribing Indian Valuation Standards.
Protection to Valuers should {low from law for it should
not appear that Regulations have been turned to an
‘engine of oppression’,

It is a reality of modern day life that competitors/
frivolous investors initiate litigations to stall corporate
action.

[t is imperative that the complaints are screened before
pursuing and Peer Review should not be used to settle
scores with competitors, either as Valuers or as

companies. '

The severest penalty should be imposed for frivolous
complaints/litigations to dissuade “fraud” in filing of
complaints. '

The screening committee/peer review committee
should not be put in place to “harass’ or ‘hound’, but to

Page 17 of 20

94




conduct themselves in a statesman like manner, to aid
and enhance the reputation of Valuers as professionals.

Regarding disclaimers with regard to any caveats,
limiting condition or other disclaimers to the report
must be clearly stated with appropriateness.

However, the Valuer shall not disclaim liabilities for his
expertise or deny his duty of care.

How to build and protect reputation of

Protection should be ideally provided by following a
code of conduct, and by the RVO standing up for
Valuers.

The factors to be counsidered 1o declare a person as ‘fit
and proper’ for registering a person as Valuer is that the
person shail be of a sound mind and be able take
decisions independently with utmost conviction.

32. | Reputation of the profession
Valuers? What factors to be considered to
consider a person as “fit and proper” for
registering a person as Valuer?
F. B
33. | Profession vis-a-vis | How is technology influencing valuation |
Technology profession? What technology and how can

such technology be used in markets for
valuation services, Valuers, valuation
education and wvaluation research? Will
technology / machines replace valuation
professionals in course of time?

Technology has impacted the Valuation profession
immensely. Data which was earlier difficult to get, is
now available at the click of a mouse, aibeit at a cost.
Similarly Valuation Models are available "Off the
Shelf".

Also, software’s are available at an increasing rate
which can enable a person to develop/carry out an
interactive valuation. ‘

However, it will be relevant to mention here that while
it may be possible to perform quantitative analysis and
valuations wusing the software, the element
"judgement” and "experience” cannot be replaced.

Of‘
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34.

-
35.

G.

Technology can be a great enabler but 1ts results can get
influgnced/ constrained by the quality of data.

Scope and Approaches of

Development

Scope and Approaches for |
Research

What is the scope of development? To what
extent it includes lobbying? Does it include
advocacy? Does it include development of
markets? Does it include education,
continuing professional education,
examination, development of curriculum
and study material, etc.? How can
Regulation facilitate development? What is
the role of first tier regulator in|

development? What is the role of second |

tier regulator in development? Should
market undertake development? Should
regulator compete with market in
education?

What is the scope of research? How much
of research is necessary for sustenance of
valuation  profession?  Will  market
undertake research on its own? How
research can be facilitated and encouraged?
What is the role of first tier regulator in
research? What 1s the role of second tier
regulator in research? Should regulator
compete with market in research?

Awareness should be there through CPE programmes as
existing in CA profession.

]

Presently, there 1s no research in place. There is
enormous scope of Research.

Grant from Govt. may be there to facilitate research,
Introduction of Master Degree courses in Universities
will also promote research.

TRANSITIONAL MECHANISM

36.

Phasing: Short/Medium/Long
Term

How should the roll out of the new
regulatory framework be phased? What
should be done immediately, what should

follow and what should be done in Jong yun?
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37. | Grandfathering Is there any need for grand fathering? Who
can be grand fathered? What should be the
_ | process of grand fathering?

[ 38. | Transitional Arrangement for | How long it should take for the first-tier
IBBI regulator to come up and take over the task
from IBBI? How the work would be

transitioned to the regulator?
39. | Transitional Arrangement for | Should existing RVOs be automatically

40.

RVQOs

Transitional Arrangement for

All the existing Registered Valuers should be
grandfathered. However, proper legal opinion should be
taken.

Transitional arrangement for IBBI should be 1 vear.

transition to as second tier regulater? In
what time frame? In case fresh eligibility
norms are stipulated for second tier
regulators, how much time should existing
RVOs 1s provided to comply with the new
norms. Should the number of second tier
regulators be capped?

‘There should be specific parameters for transition to as

second tier regulator. |

At least, one vear should be provided to the existing
RVOs to comply with the new norms.

No, there should be no cap in the number of second tier |
regulators. |

Should existing registered Valuers be

Yes, the existing Registered Valuers should be

RVs automatically be migrated to the new | automatically be migrated to the new regulatory regime.
regulatory regime? What should they
transition?
iaglef
Name : 5{&9} /b? 3% %
Designation : &Lﬂw%
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Views of PVAT ¥a nal Oreanis
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Sl. Issues for Elaboration of the Issue Views
No. | deliberation
[ A, _ VALUATION PROFESSION
l Vigion of What is vour vision of the valuation profession, five years, ten years and |Due to fiduciary responsibility ceste on the
Valuation twenty years hence? Should it be like the profession of Chartered |valuation profession, further being a multi-
Profession Accountant, Doctor, Advocate or any other? disciplinary service, we are of the belief that the
clozest that it can be compared is o the auditors’
S accountanis. P,
2 | Review of Valuation profession of which country / jurisdiction can be a model for Facts and figures not readily svailable
Waluation valuation profession in India? ‘Which particular feature, practice, or
Profession mechanism can be adopted from that junisdiction? Any difficuly in
Internationally sdopting them?
% Review of Other | Which profession can be mode] for valuation profession in Indis? Which Facis and figures not readily available
Profeszions in particolar feature, practice, or mechanism can be adopted from that
|| the Country profession? Any difficulty in adopting them?
o Review of Valuation profession has long lustory in India. What are the learnings / | Facts and figores not readily available
Valuetion lessoms of such long experience for the stafulory framework for valuation
Profession in the | profession? What features from the draft Valuations Professionals Bill,
Country 2008 can be adopted? Whal features from (he Companies (Begistered
Valoers and Valuation) Rules, 2017 (“the Rules™) can be adopted?
Expenence with the Holes so far. Whal has worked well? What has not
o= e d | worked well?
B.  MARKET FOR VALUATION PROFESSION
5 IGirket for . How big is market for valuation services? 15 the market competitive? How | 1. There are broadly and roughly two market
Valuzhon ! can it be made more competitive? What are market imperfections? Who |scgmentsifa) valuabion  eofities  umdertake
Services | controls price? What are the market segments in terms of asset classes, | complicated valustions with a higher Fes (b)
whers or any other? What are madket shares of individual valvers and {individual valuers undertake: simple valvations
organisational valuers? What influences growth of the market? Docs the {with a lower fee. The share of cach segment is
iarket need to be developed? estimated to be as under:
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Miarkel for
Valuers

How big is the market for valuers? What is the market potential over next
10 years? Is the market compentive? How can it be made more
competitive? What are the murket ssgments in terms ol ussel classes, users
of any other? Does the market need to be developed? What are relative
merity and demerits of individual valuer and organisational valuer?
Should policy promote one over the ather?

Category Mumber of | Fee from
of Valuer Valuations Valuations
{*a) (¥a)
Individual 40 [
Entity 10 09
However, the proposed framework should be
amnostic about such sepmentation- should neither
promote nor discourage either,

2, There are two models of entities doing
viluation; (&) As under (he extant Rules, where
the entity does valuation, and the valuer in the
entity does not;, and (b) As under the Chartered
Accountant Rules, where both the entily and the
members are allowed (o prachse.

WE SUBSCIBE TO THE SAME
PRINCIPLES AS FOLLOWED UNDER THE
CHARTERED ACCOUNTATS RULES,
WHERE BOTH THE ENTITY AND THE
REGISTERED VALUERS ARE ALLOWED
TO PRACTICE |IMDEPEMNDENTLY OF
EACHOTHER.

3 All forms of entities (companies, LLPs
partmership  firms)  should be  allowed as
valuntioneniilies, A mmonty of the

|directors/pariners  should  be  wvaluation

professionils. There was also a view that all or 3,
whichever 15 less, of the directors fpartners should
he valuation professionals, as currently: provided
in the Rules.

99




hlarket for
Vitluation
Education

How big is market for education? What is market potential over the next

10 years? Is the market competitive? Who are market players? What are
market imperfections? Which model of education — legal, medical,
accountancy or any other - iz suitable for valuation education? Should
education and examination be with one agency? What are the defictencies
ini the current model of valuation education in the country?

r—

THE EXISTING RULES UNDER
REGISTERED VALUERS AND
VALUATION RULES, 2017 SHOULD
CONTINUE

4. Where 1 company i3 a valuation entity,

(@) it musl oot be a subsidiary or have
subsidizries;

(b} &t least 51% of equity must be held by
registered valuers; and

() its MAIN object should be valuation.

5, There may be three assel classes, &8 presently
provided in the Rules, to start with. However,
cech assct class may enable for specialisation in
nicht: ar¢as also. For example, the asset class land
and building may have specialisations forestry,
agrGulivre, piscicolture, oining, tea end coffec
plamtation, eic. The statute may enable wddition |
deletion of asset classes depending on need.
PVAL VPO SUGGESTS THE TOPUP
COURSE ASTHE MODEL OF EDUCATION
FUOR REGISTERED VALUERS:

TOPOUF COURSE:
a.  Anindividual with minimum Engineering
Graduation for tangikle assets or
b.  An individual with mininrum Graduation
in Commerce, Business and Finance or witl a
professional qualifications such as CA, CS,
etc, for securities and financial assets”
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would undergo a fulltiime top-upbridge course of
twio yiears,
3. The topup course may have a component of
super specialisation in a sub-class of assets such
a5 forestry, jewellery, arts, agriculture, tea and
coffee plantation, mining, ete.
8 | Market for How big is the size of market? How the market can be developed? How | The Universities and the Central Regulator
Research and 10 incentivise rescarch and knowledge management? How soon the extant | should conduet end promote research.
Knowledge knowledge would be redundant? Who does research?
Management =
9 Exclusrvity Can valuation services be rendeved by anyone? Should valustion services | The fisllowing valuations should mandatorily be
be exclusive domain of registersd valuation professionals? What |conducted by a registered valuer:
valuations should be mandatorily be conducted by valuers? How can |(a) Every valuation required under any law in the
competition be promoted if valuation work is reserved for a set of people? | country; and
{b) Every other valuation required for a decision
by Giovermment or a public authority or a financial
institution, by practice.
LG REGULATORY ARCHITECTURE =
10 | Typeof Does valuation profession require regulations? Should it be stanstory (1. 1t should be 1 mixture of statutory regulaton
Regulation regulation or self-regulation or regulated self-regulations? adong with regulated self-regulation.
11 | Ome Tier Vs. Should there be a central regulater or many parallel regulators competing
Two Tier with onc another? Should there be two tiers of regulators — many second- |2, [t should be a twostier structure, as in place;
Regulation tier regulators competing with one another, under the oversight of a jomprising [BBI (Central Regulator) and RVOs.
central Brst-tier regulator? Should the Valuation profession be regulated
by one-tier regulator as for Advocates or two-tier regulators as in |3, The standards should be set in the manner
insolvency profession? similur 10 sccretarial standards and  accounting
12 | Regulation Vs, | Should work relating to regulation, development and standards relating [tandards,
Development valiation profession be howsed together? Do regulation and development
Y3, Slandards complete or complement each other? Do regulations and standards ,
compele or complement each other? What should be the scope of
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regulation and development in terms of marketz for valuers, valuation
services, valuation education and valuation research?

13 |

Scope of How long should be the statutory legslation? What aspects should it | The legisiztion should spell out:
Statutory cover? How often this should be amended? Should it be principle based | (2) the role of the Central Regulator and its
Legislation or rile hased? Should it be an incomplete law, i.e,, should the legisiation | governance structure:
- be a skeletal one with substantinl dependence on subordinate legislation? | (b) the mle of the RVOs:
() Offences and Penalties, including appellate
mechanism,as under:
(i) Schedule-A comprising of major Offences hy
the Central Regulator; and
(if} Schedule-B: Other Offences to be dealt hy
RY (s,
Ifan RV hes committed offences mcluded in both
Sehedule, it will be dealt by the Central Regulator,
(d} Manner of exercising quasi-legislative,
executive and guoasi-judicial functions by the
Central Regulator and the RVO, a5 an extended
arm of the Central Regulator,
14 | Malleahdlity of | How to ensure that the framework remains malleable? How should it Recognise and include as many different
Framework, cover any emerging new asset class? How should it cover valuations |classifications as possible in various acts
under different laws7
D. FUNCTIONS OF THE REGULATOR X
15 | Role of Each In case of two-tier regulatory structure, what should be the role of the first [[t should be a mixture of statutory regulator along]
Tier in tier in education, development, standard setting, research, valuation |wilh regulated self-regulalion.
Eegulation / servicesT What shoold be the mle of the second tier in education,
Drevelopment of | development, standard setting, research, valuation services? How each [Lier |
Valuers / such Fenction can be neatly sepregated between two tiers? Or some
Market averlap is desirable? What are the good areas for overlap and the extent [To be a single regulator for eligibility! qualification
of such overlap? How to avoid regulatory gaps? criteria  for RV, standard seling. rescarch,
16 | Secpe and What areas need regulation? Who - valvers, market for valuation services, valuation services being offered by RVs.
Approaches of | valuation education, valuation research - needs regulation? What are tools
Regulation of regulation? What is the role of first tier regulator in regulation? What
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i5 the role of second tier regulator in regulation? Should market undertake
regulation” What is scope or extent of self-regulation? Should first tier
regulator and second Ger regulators compete with each other in
regulation? What should be jurisdiction of the first tier and second tiey
regulafors?

Ticr

Tier 11 refers 10 the RVO, who should be invalved
oaly in education and development.

Should regulator — first tier and second tier - be a statutory body, a for- Tier |- Statutory Body

17 | Governance of
Fach Tier profit company, a not-for-profit company, en association of persons, or @ |
sociely? What should be composition of its goveming body? What should Tier || — Not for profit company (existing
be the extent of stakeholder representation in the governing body? How RVOs)
democratic legitimacy can be imparted to the regulator? What should be
net worth and sharebeldng requirements in case of companies being
Tepulators? " -
| 18 | Accountability | How to hold & regulator — first tier and second tier - accountable? What Accountabily lies with tier one anly | tier two
of Each Tier measures can be used to assess performence of regulator in the area of only nets as an extengion to tier one |,
Mevelopment and in the area of regulation? £ N i
19" | Independence of | What arc the areas the regulator - first tier and second Her - should be | Government should have full control on the first-
Fach Tier independent to tnke decision? What aress it may not have full Hier regulator, Tier 2 will only assist in education
independence? How much control Government should have over the first- Progrims
tier regulator and what are the means of such control? How much control
first tier should have ever the second-tier regulator and what are the means
of such control? How 1o protect the regulator from regulatory caplure?
20 | Resources of What should be the sources of funding of regulator -first tier and second
each Tier ticr? How to develop human respurces 1o man regulators? What kind of
technologmeal resources does a regulator need, What should be extent of
grant from Government? What should be revenve model?
21 | Scope and What areas of development, regulation and standards be governed by | All areas of development, regalation and
Manner of subordinate legislation by first-tier regulator? What should be the standards be governed by subordinate legislation
Making procedure for meking subordinate legislation? What should be the find by first-tier repulator
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Subordinate mstrument for subordinate legislation? Best practices that may be referred |
Legislation i, N i - |

22 | Scope wnd What should be the extent and methodology of making bye laws by the {Nil making bye laws by the selfrepulatory
Manner of self-regulatory organisation in the two-tier strocture? What areas of preanisation in the two-tier structure , function of I.
Making development, regulation and standards be governed by bye-laws made by tier one only.

Eyelaws the second-tier regulator? How to factor in the interests of society in
| making subordinate legislations? L

23 | Monitering and | Who should monitor and what should be the manner of menitoring the | Existing RVOs to market valuation education

Enforcement conduct of valuation professionals, market for valuation education and oaly.

market for valuation services? What should the scope of asthority and

manser of inspection and investigation? What are specific roles in Lﬂ] other functions with tier one only
) monttoring and enforcement by each tier of regulator? Y Y =i

24 | Scope and What should be the mechanism for disposal of quasi-judicial functions at | Should be dealt by tier ane only
Manner of cach tier of regulator? Who shonld dispose of and the manner of disposal?

Curagi-Judicial What are the directions that can be given in disposal of a quasi-judicial
Functions matter? What should be the appellate mechanism?

25 | Dealing with What should be mechanism to handle grievance of valuers? f.  The Grievance redressal board of the
Grievances of regulator should have invitee members from each
Valuers of the RVOs.

20 | Dealing with How should grievance and complaints against valuers be handled by first-

Crievances tier and second tier regulators? b, Further at the time of addressing the
against Valuers ievance for or against a BV, the constituied
ommiites should have a representative of the
TL L ive RVO of whom the BY 15 a member.,

E VALUATION PROFESSIONALS

27 Eligibiliry fo be | Who can be a valuer? What should be eligibility for an individual {o be a Ay siated poir no, 7 we believe that there
i Valuer: valuer? What qualification and expenience an individual should have to should be only a topup mechanism for fulfilling
Qualification, be o valuer? Should one have a degree in valuation? Should one have only [the eligibilily without diluting the entry level /
Experience, top up education in valuation, after having a degree in engineering, |basic graduation criteria.

Entity management, finance etc.? Who should provide education? What should

be the eligibility to be an organisational valuer? How miny asset classes | As stated in point no.6, with regards o
gamsational Valuers eligibility.
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should be availatle? Should a minimum and muximuom age for practicing
of profession be specified? Recognised universities and/or RVOs in
collahoration with recognised universities.
Minimum age should be specified. Whereas there
Ehould not be any maximum age limit for
_ [preclising as RV palllL

28 | Independence How to hold a valuer accountable for his services? What should he Eu(’alu&ria responsible for every act of him! her.
and disclosures by hun? How to minimise influence of stakeholders on his [Minimum fees may be prescribed . However no
Accountability | independence? How should the fees of a valuer be fixed? Should fee be limit on maximum fees depending upon seniority
of Valuer | regulated? ]

29 | Codeof Is the code of conduct provided under the Companies (Registered Valuers |Yes ; Monitoring body to decide on details
Conduect and and Valuation) Rules, 2017 adequute? How to ensure that the code of

_ | Ethics | eonduct is followed? How to monitor this? -

30 | Scope and Should valuation standards e preseribed? Who should prescribe such | We should fallow the IVSC with necessary
Mangner of  standards? How should such standard be developed and reviewed? Should departures with repards to Indian context.
Making such development be a continuous process? What should the legistation
Valuation provide regarding standards? Should regulator have any role in makings
Standards standards?

31 | Protections for | How valuers can be protected for their bonafide acts? Should protection | EVs should have insurance 1o protect against
Valuers flow from regulations or statuie? What should be the extent of permitted | professional  liabilities. They should have

' disclaimers? How much immunity should disclaimers provide? peotcction against actions taken in good faith. |

32 | Reputationof | How to build and protect reputation of valuers? What factors to be
the profession | considered to congider a person as ‘fit and proper’ for registering a person

as valuer?
| F. DEVELOPMENT QF PROFESSION

33 | Profession vis-a- | How is technology influencing valustion profession? What technology | Let education for valuers lake care of this espect
vis Technology | and how can such technology be used in markets for valuation services,

valuers, valuation education and valuation research? Will technology /
L | machines replace valuation professionals in course of time?
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| What s the scope of developmeni? To what extent it inchudes

lobbying? Does it include advocacy? Does it include development of
markets? Does it include education, continuing professional education,
examination, development of comiculum and study matedal, ctc? How
cen regulation facilitate development? What is the role of first tier
regulator in development? What is the role of 5 econd tier regulator in
development? Should market undentake development? Should regulator

Lobhying strictly unecceptable ; Regulition to
control

Development through education system only

Whal is the scope of research? How much of research is necessary for
sustenande of valuation profession? Will market underlake research on its
own! How research can be facilitated and encouraged? Whal is the role
of first tier regulator in research? What is the role of second tier regulator
in research? Should regulator compete with market in research?

Education system lo develop avenues
for research.

TRANSITIONAL ME MECHANISM

Phasing: Short / | How should the roll out of the new regulatory framework be phased?

What should be done immediately, what should follow and what should

Transition should be in 2 phased manner witha
fhorizon of 18 months from the date of notification
of the new regulatory framework.,

3 | Scope and

Approaches of

Development

_| coampete with market in education?

15 | Scope and

approuches for

Fesearch
0.
36

Medium £ Long

Term | be donc in long mun?

137 | Grandfathering

15 there any need for grand fathering? Who can be grand fathered? Whit
should be the process of grand fathering?

Existing RVs should be grandfathered. Chher
valuers may be grandfathered subject to meeting
certiin norms,

For example a Section 34AB of Weatlh tax 1957
registered valuer should be recognised and
permitted to practice with his registration for
purpose of those acts likewize an [BBI registered
valuer to practice with his registration for the
purposes under Companies Act: 2013, However

hoth categories to regulated under this regulatory
framework.

In the event of a section 34AB valuer wanting 1 |

register under IBBI, he would be required i
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u;:-u:dn;:]}' with the eligibility critena s per the rule
of Valuérs and Valuation 2017 of companics Act,
2013 and vice-versa,

38 | Tronsitional How long it should take for the first-tier regulator 1o come up and rake | Maximum 2 financial years
Arrangement for | over the task from IBB1? How the work would be transitioned to the
IBE] regulator?
39 | Transitional Should existing RVOs be automatically transition to as second tier | Yes. Exisitng RVO should automat:cally !
Amangement for | regulator? In what time frame? In case fresh eligibility nomms are frangition as & second tier body.
RV (= stipulated for second tier regulators, how much time should existing
RVOs be provided to comply with the new norms. Should the number of
_ second tier regulators be copped?
40 | Transitional Should existing registered valuers be automatically be migrated to the | Yes. Automatically into the new regime without
Arangement for | new regulatory regime? What should they transition? any further entry hurdies.
EYs

M £ ﬁ-‘nf‘i‘%‘m&" ==

Designation @ (-1, ?ym & P
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Annexure E8

SUGGESTIONS BY CVSATA ~ REGISTERED WALUERS ASSOCIATION

Elaboration of the Issue

Whil is your vision of the valuation profession, fve years, ten years and twenty vears | Tne visian should be that valuation sheuld fall as 2 separate

—l

Wiews

spetialized profession ocver the years simiar 1o profession
such az CAs, Doctors. Howeysr cross practice should be
allowed like Cas can wark a5 CA a5 well as Valuers, smilarly
Enginears and Cther Professionzls shouid be allowsed (o
practice jo tkeir specfic field apart from precticng as
valugrs

Mone of the Farcign model will wedk (s India becsuse of
i Iike Rent Contral act, very paor and unreliablz markes
data & existente of paralizl econcmy thrasghous India.

Frofassicn i the
Countiy

&l Besues for
M. deliberailon
L I VALUATION PROFESSION

1 Yesion of Yaluation
Profession hence? Shouldl it be like the profession of Chartered Accourtant Doctor, Sdvocate or

any other?

z Review of valuztion | Waluation srofession of which etuntry § jurizaicoon can be @ model tor valuatian
Profession profession in india® Which particular feature, practice, or mechatizm can be adoptad
Intarnat’anally from that jurlsdizties? any difficulty in zdagting ther?

3 | Peview of Dther Which pro‘essios can Se model for valuation predession in Inda? \

Prolessions in the feature, practice, or mechericm can be adapted fror that prafession? Any aiffico tyin
Country adapting themy
I ;
4 Review of Valuation | Waluatdon profassion has lorg hisiory in India. What zre the laarnivgs / lessans of such

long expecience fo- the statuterny ramework for valuation profesion? VWhat featurss
from the draft Yaluations Professionals Bl 2008 can be adopted? What Teatures frem
the Companies (Registered Valuers and Waluation| Reles, 2017 i“the Rulos™) can be
edopledy Exgorience with the Aules so far. What has worked welly What has not
wiarkad wall?

1 Cal (C-hart]a?&:l Accountians)

A Pregaringsvilates and conducting exams
B.  Eeaadling and Monitoring members
There should not B2 any ciffliculty in sdopting the same

Thare is no Governing body, there s no separate skituts
aricus policies framed by various suthoritios sre not in in

sink with 2ach cther hanoes creating confusion

[herz ls ne bagy to hear grievancas of Valuars

Cne slded arkilzary decizion being made by PSUs ard Banks
wilrout uncerstarding the subject af valuation

Features of 3008 Dvall Bili - Mo features of the Drafl
aluations Pralessionals Bill, 2008 should be adopted
Ecinse it owerreaching powers to ottes professionals aver
he actual valuers which was absalutely ircorrect and

hance it did nod go through,

Fape 1of12
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Kiast of the Compianies {Registersd Valuers and Yaluationg
Rules, 2017 ("t Bules”| can e adogted since they have
oesn Implemented well except for the matrls In sncesure
m shioulnd we delated whoch 2as created lot of confusion,
alsex disciplingry powweers whish are currently given to BYds
should be exclus vely with councl,

Present rule rejuires Reg. vWaluer to s2ad report to RO,

This 15 et groper. Valuer may be azked to file asly annual
redure Lo BVO giving details of valiation dofe during Lhe
yizar, Date, Same, Yalue Only incase of complsint report
rrust be called.

There are othe sugaestiong which are given below
indicating charges in the Companies (Registered Yaliers
and Valuation) Rules, 2017.

‘Market for
Waluation Serices

MARKET FOR VALDATION PROFESSION

How big = markst for veluatlon services? 1 $re marker competiive? How can it be

made rmora compatitiee? Whal are market imperfections? 'Who controls grice? What
are thi rearked sogments in ferms of asset classzs, wsers or any other? What gre markat
shares ofine vidual waluers and organisational valuers? YWhat Influences growth of the
market? Zoes the markat need o be developsdy

Wgrket for Valugrs

How Big i the marka: For valuers? 'What is the markst potential over next 10 years? s
the market competitive? How can it e made more cormpetitive? What are the market
segments in t@rms of 2iiet claizes, Users or @y ather? Does sae matkel freed to e
develogsl? whal are rebtive merits and demerits of individugl vafluer and
arganisgtonal valuer? Shoul policy pramote ane avar the other?
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1. There are hru:adl',- and r-:}uEhI',' [wn Frarked STy |:::'
vialuation  entities undertaks large time  corsu mi:ng
waluations witha higher fae; [b] individwal valusrs uncertaks|
Waluations with & lower fae. The shere of ezzh segment 15
eslimiled 1o be gt uncern:

- : .

Eéiéiﬁr_"'ﬁ Murmber of | Fea o
Valuer | Waluathens (%) Valuakions (%}
indeicual | s0 | an
Enticy | 20 Pt

Howegenr, the propoged  framewors should be egnostic
gbout zuch segmentatdion- shou'd neither promcoe nor
dizcourage either.

3. Al forms of antitizs (companie:, LLPs, partnership firms|
shou'd e sllowed as wsluation entities..



. Whare a company is a valuation entity, the falowirg
|paints should ba considered.
[a] 1t has been et ug for only poviging valuation services|
il no other services and that incte case of the compeany,!
it is not a suksidiary, joint ventures or assoclate of anather
cormpany ar bedy corporate;

by all the direstorsy partners should B2 registered valuation|
orofessicnzls.

| Partners f Cirectars o sueh frms [/ companies shal’ e
permilied Lo lexe remuneration fom the Firm [/ companies

'E.ugges.tln-n:- IF @iy waluer takes an assignement whare the
fees are equal ar more than 20 lekhs for @ single assiprmant
it will be mandatary to disclose his net warth ta the client.

{dy At least TER of egulby reust be held by registores valeers.|

5. Thers may be three asset classas, &5 prasantly provided in
the Hules, to start with. Howeveer, rach asser dass may
=nabie for specalization in niche areas also, Far examgle,
ihe asset class land and suilding may have spacisisations
fforpstry, agriculture, mining, plantatios, art ete. Thastatuta
Imey enable addition / deleton of asset classes depending on
naad.

|

7 P arkst for Hiw L:-l-,ir Iz market for aducation? what is market potential geer the nexs 10 vears7is
valuation the markst competitive? Whe are markel players? What are market imperfections?
Educatian Which madel of educatian - legal, medical, accourtancy or any other - is suftable far

valvationeducation? Shouls education and examination bewith e agency? Whal are
the deficizncizs in the carrsat madel of valgation education in the counoryg?

1. The rrodel of education should be similar ta that of (CAL
The Ceatral regulator shoald presoribe curriculum of the
codrses for registrabon as BY and conduct the firal
exarminations of the courses,

2. The caurses may b= deliversd by Uriversities CEP may hie
conductad by #l Ry |

Page 3 ofi2
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Mar<et for
Eesearch and
Enowledge
Management

Exrlusivity

Fow big & the sige of marke:? How the marke: can be cevelopes? How to incantivise
resegrch and kiowledge managemsanty How soon the sdant knowledge would be
redundsrt? Who does resesrchy

|maning. erc.

3, The sdralsslon to courses shouid ae alowed throwgh a
cormrmas campEtifive entranae cxamination which showld
bie canducied it national level,

4. Thera may be two kinds of courses far reglstration as By
a] Tep-up Course: Anindivigual o Lh misimum quatification
in relewanl dissipline such as BE in Sivil Fngineerng or 8
professional quelification such & C& may underge a topd
upfbridge course of two years comprising two —s=ar of
clzssroom angd |Master of Yaluation] ane year of irlensiveg
nlernship with a 5 BV by coundl or RYC and having
minimum 10 years” experience inthe filed of wvaluatizn or as
El:lecil:led by Couneil.

ib) Graduates who wish to do Master of Valuation wil alsg
have 1o usderge mipimurm L opear inlernship with BY
idesignated as Sr BY by council or BVYC and hawing momimuam
|10 years® experience in the filed of valuation er as decided
by Coancil.

% Bobh the modeis have a compoient of super
specialisation in a sub-class of assats such as forestry,

Tz Universitie: and the Cantral Fegulatar should conduct |
and promoie ressarch, Studants of final vear of Master of
aluation should ke given specific projects af researeh and
such projects prepared by these students shiould be mads
javailable to AVs for enhancing kneeledzes

£am valustion services be rendared by anyone? Should valisation services be exslusive
dornain of reglstered valuat'er professionals? What valvations shoeld be mandstor v
b concucted by valuers? How can competiticn be grometed if valustion werk is
rizzarved for a 581 of peopla?

The tollowing valuations should mandstorily be corducted
oy a registarsd valuer;

'a) Every valuation regulred uncler any law in the counoryg;
and

B Ewery other swaluation resuired for oa decsion oy
GEovernment or 4 public authority or & financial institetian,|
by practice. l

REGLILATORY ARCHITECTURE
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17 Type ol Asgulation | Dges valuation profession sgguire regulations? Should it be stotutary regulation or self- |4 It should be o mikture of stetutory repulstor zlong with
rapulation ar regulated self-ragulations? ragulatad self-rezulation.
11 Orne Tier Vs, Two Should thers be @ cantral regulator or many parallel resdalators competing with ore
lier Kegulation another? Should there be two tlers of regulators — many secand-ter regulasars [2- 1E shoule be a two-ter structive, as in place comprising
competirg with one another, under the oversight of a centra fisst-tier Fegulatesy B8 (Comtral Repulator) and AYD: the contral regulator Uj
Should the ValLation profession be repulated by one-tier segulator as for Advocates or [the councl should wark with RYO for nest 2-3 year
two-tier rzgulators s in instlvency professian? Thereafter ail the functions of the RY Oshould be taken over
i Rl bigan W, Should wark relating te regulation, deveiopment and standards relasing vafvation Y the Council AH the RYO should be rermoved of all thei
Develooment Vs orofession be housed topether? Do regulstion and development complete g [FAMBOrY pewers and they should semain only members
Standards complement each other? Do regulations and standards compats o complemant each STEanisation which will have the tesk of carrying cut CEPs,
ather? Wwhat should be the scepe of regu ation and develeprrent is terms of markets f2search and ather administrativz functions, hence 3 years
for waluers, valuation services, valuation ecuraion and valsation rescarch? o the lin the: central. cgundl, slonz. |l conmpany
secretany institete saall regulite the srofession fully,
|
|3. The standards should be zet In the masner snitar to
cefratarlal stancards and accounting standards. and the
regulations, develapreent  should complimant with the
stendards and work relaling Lo regelalion, ceveleomant and
[ standards relating valuation profession be housed toaether.
The councll should declde the syllabus and take tha sxam
et : : e e v e fATMIAE L0 cOMPANY Secretary lnstitute. |
1 Scope of Statitory How longshould b= the statukcry leaisiation ? \Wikat aspects should it cover? How aften [The leglslation shou'd spell out;
Legislatlan thls shouwd be amended? Shoubd it be principle based or rule Basea? Shauld it be an fa) the role of the Central Begulator ang its goverpnanos
incosmplere faw, Le, should the legislation be g skeletal e with sebstantal gtructure;
dependence gm subrord ngte lepislation? 1bf the rate of the RWOs;
ol gll the Offancez and Penaties. including appellats|
rechanisi showld ke delt by cantral regulatar, - dab Manne
of anercising cuasioegisiative, extutive and quasi- judicial
- functions by tha Central Regulaton and the 30,
14 mtalleabliity of Aot @0 ensure that the framework remaing malleabie? How shewld 0 ocover ary [The act shoold make a poovision adding new assel clisses
Frarmewosk. ernergicg new asseL class T Haw should it covervaluaticrs under different laws? witich shoulg be covered in the rules
Tha act shauld specify the different laws which ars
reverad,
o,  FUNCTIONS OF THE REGULATOR
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Aale ot Each Tierin

15
Hegulation /
Deveiopmen: of
Walvers f Matkel
i
15 Scoge and
Approaches of
Hagulatioa
1
17 Governance of Each
Tier
18 | Accountabilic of |

Eazh Tler

In case of two-tier regulatory structure, what shaold be the ale of the Tirst e in
educatien, development, standargd setting, research, walustion services? Whazt should
be the role of the second tier i educalion, development, standard setting, research,
valualior services? How pach such Function cas b= neatly segregated betwess two
tiersr Orsome overlap is desirabla? What ave the good areas for cverlap and the exten,
of such cwerlap? How to avosd regulatore gaps!

During the irilial three vears therz shall be two tier
regulation in whick the 17 tier regulation the counch shall
|prascrice the syllabus, take the examination, s2t the
aluation standards, take disclgfinary actions and 2™ e
regulator fe RO shall make the nembers, orovids varigus
education programmes if necessary and provide cartificate |
of practice andcontinuation education programme, RO
el also handle gelevance redressal, monitoring and there
s ol be ro overlapping functions between Y0 and
Cauncl,

What areas need re_gi.lla:cl-cn? Wha - waluers, market for valuation services, @aluation
education, valuation ressarch - needs regulation? What are Lools of regulation? What
I5 the role of first tier regilator 0 regulation? What is the role of second tier regulztor
in regulation? Should market undertake regulation? Whaz Is scepe or axtent of sef-
regulationt Should first tier regulator and second tlar regulator:s cormpete with each
other In regulation? wrat shoukd Be jurisdistion of the first tier and second tier
regulators?

Aegistration, education, conduct should ha ragulatad. The
act a1d rules for central coundl shall be the tools for)
regulation. The Flrst Tier should be the stabutory regulabos
jand the role ol second Har shauld act as a complemertary
[regulator ta the frst tier regulator, First & Second tizr bady
will not compete with each cther since the function of First
lier and Sacond Tler should be diffsrent.

Market carnnob urderzake the regutation, i1 shoeld be gither
weith the first tier o second tier reaulator

Should regulator = first tier and sacord ther - be a statutory bady, & for-prafit compary,
a not-for-peofit cormpany, & assacation of gersens, or 8 societyy What should be
compositan of s governing Sody? What should &2 the extent of stakeholdes
‘epresentation in the govering body? How demmacratic leagitimacy can be irmpared to
the regulator? What should be net warth anc shareholding requiremeants ‘n ease of
companies being regulators®

Thee fiest tier rogulstor shaldl be statutory sody cornprising
of nomineex of central gowsrmmeant, few  aminent
parsonalitias form the valuation prafession and romineses
of RwOs

Second Lier of regelalor shall be not for grofit conpany.
There shculd be no spacific mention sbout net worth and
sharsholding raquirements In czie of companiss (Rw0s)
| belrg regdlators. As per MNitiayog stuay infiastructore Bas
hothing to da sith the ouloome of educalion,

be used tp assess pertormance of regulator in t1e area of development and in the araa
of regulaton?
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13

Incependena: of
Each Tier

Wikl arg the areas the regulator - licst tier and secoed tier - should Be independent to
take decsion? What aressz it may not have full independence® How much contral
Government should have over the first-tier regulatar and what are the means of such
contre'? How much cantral fikst tier shewld fave gver the secona-Lier regulator and
wehal are the means of such control? How to protect she regulatcr from regulatary
caoture?

20

Rescwrces of each
Tier

What should be the sources ef funding of regulator -first tier and second tier? How to
develop burnar resources to man regulators? What kind of technological resources
does & regulator need. Wha: shoufd be extent of grant from Govemmeanty What should
ke eeven e rmndad

1

Scoge and Manner
of raking
sukordinate
Legislation

What areas of development, regulation and steandards be poverned by subordinate
I=gislation by first-cier repulator? What should be the procedure for making
subordinate leglslation? Wiat should be the instrument for subordinate legislation?
Bl praciices thal rmay be reberred Lo

Both tizr body b be independent for respective function as
xplained earliar. The control of te governmeant wil be
hrough the nominees appainted by e govarnrment i the

sncil,

Control of the first tier shoukd be simitar to contral as BB

has cvar RY0s

Prowizions for the same should be mads in the rule.

e order to privec: the regelates fiom segalatory cagtiene

the first tier shall Rave ne electan, however the 2™ tier

miay on they cwn discretion nomiiate their nominees

|Blther througn elactlon or selecticn a3 thay ceem fit.

First Tiar body can function very weall by charging annual
license feas to valuers. However government will have o
ve subistantia grant for warking of Fiest tier body which will
havee heavy wepenses for  upbitment of education in
waluation. Once  suistantial universities come up o
sducation Im waluation , espenditure & grant will reduce.

Far second tier they can charge members with memaarssip
fges, CO2 fees, CEP fees and sobseription fees. BYD saould
notb bE gvan ary grant from government.

#ll areas of development, regulation and standards be
governed by subordinzte leglsiation by flrst-tier regulater

I
Mo separate legislation to be mace for 279 tier regulation. It

Ehwll:l torm part of rules.

Procadure for making sunordinate legislation shall be by
arrending the rules.

Soope ard Manner
cf Making Byelaws

What snould be the extent and methodolopy of making bye laws by the saif-regulatory
argan’=aton in the teweo-tier structure? What areas of develapment, regulation and
standard: be governad by Dpe-laws rade by the spoand-lier regulator? How to factar
i the interests of sociely in masing suboreinale legisktions?

The prezent by-laws g5 per prezsnt valuation rules of
camppanies ack s gocd encwgh.
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A fAonitaring and ‘Wha should monitor ard what should ba the manner of manitoring tha conduct of For initiz| pericd of 3 years monitaring should be done by
Enfarcement valuatior professionals, market for valvation education and warkat for valuation the RS
gereloss?  wWhat should the szope of authorty and reanne’ of inspection @1 |Inspecties and Investigation should be the part of
invesligalinn? Whal are spesific robes in moniloring and enforcement by sach Llier ol (moniloring podicy.
ragulator? Mz nitcring shoutd be done by 805 and disgiplinary action
N | __[ghould be done by the council,
29 Scopeand Manner | Whast should be the medranism for disposal of guasijedical functions at each sieraf [Fac ter shal’ eeecule gueas jedical function o respective

of Cuasi-ludicial regulater? Who should dispose of and the manner of dizposal? Whet are the directions [field wwhich should be mengoned n the rules.
Fusmctions | that can be given in disposal of & guasi-udicial matter? what shauld be the appellzze [Disclplinary and appsllzte mechanism should be with the
rmgchinism? auneil,
25 Deal iﬁg with \What should be mechanizm to handle gfievar r2 of valuers? This should beas per the oolicy decided by RVOs which is
iErievencas o ood enaugh gs per the currant sestem.
Waluers F
25 Oealing with Hoow shoubd grievance and complaints against valuers be handled &y first-tier and IlEtIE';an:E shaould hﬁén_cﬁd.ﬁt'h:ﬁe&;nﬁ ﬁar-re_gul-a-t:-r -
Grlevances agalnst | second tier regulators? Le. B0 and the comalaints shoud be first handle by RO
Viluers snough s ronitaring policy whict will include ingsection
and inwestigation and then based en e merits and
. findings refer i1 to discip inary committee with the council,
E VALUATION PROFESSIONALS
7 Eligizility to ke a Wha can be a valuer? What should be aligibility for an individual o be o valuer? What |The present fules of the registered salver under the
Waluer; gualification and experience an individual showld haws to be a waluer? Should one have [companies act define the same clearly, however the
Cruzlification, g degree mvaluation? Should ane ~ave onfy top up education in valwatior, after having |Indicative matrx should be remaowad.
Experience, Entity A degesin engineering, managemeant, finance e, ? Whe should provide education? Saould one have a degree [rovalaation — yes, 3 vaars after

Whal showld be the sligibiity to be an organisitional valuer? How marny assel casses (the tarmatian ol act, master degree of valuation in specific
should B2 gvailakle? Should a mirimum and maximum sge tor practicing of pretession |branch should be mads cornpulsey,

be specified? Snould one have only op up education in valuation, aftsr
having & degree in anglnesrlng, managemsanat, finance etc.-
yas, ane should have 2 minimum experience of ene year of
ingernship beiow o registored wilee having an eapesence
of not fess thar 10 years in tha field of valvation befare
previding certificate of practice by VO,

Top ua educatizn can be providee by university and the
same sould B g minimom masten |ews progeamma.
what should @e the eliginilfty tao bz an crganisationi
‘aluar- all the directors ar partners should be registared
AN | e - - _Waluers and the company shauld not be subsidiary ofany
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athar comgaany, nar tHaT-:?rEii-n_'-.' should have any
fpuhsidiary cormzany [

Howe many esset classes should be available- indlially 2 assel
claza=s should be made aveilable as per the existing
yaluation rules under companies act and then subsequentiy
Huribesr asset clsses will be addec like mining, fasest,
Slentation, saricultural, jewelbery, arl whick will be G
naths course provided by BvOs cnder the abows
discipine.

::s.huu! o & misired-m and magimam age for practicing of
profession be specificd the minimurm age should be 235
pears and thers showld be no maximum age. Yaluers work
Is mare of Intelectual nature. If dactars & lawyers can
praclics upto age of 8BS 90 yaars , why not valuers

Independence and | How to held a valver accountable for his services? What should be disclosures oy himy Existing rules poescribed undes companias act are well
Acceuntabilizy af Hows te mirirmise influence cf stakehaolders on his indzperdence? How should the fees defines to hotdvaluer Le accountable and minlmise
Yaluer of a valuer be fleed? Shauld fee be regulsted? iinﬁ vence of stakehalders for his services,

The dizclosers of valuer cannat be defines &5 the sameis
bidsedd ey GOSE 0 CASE ASis.
The fees of thirvaluer canat be Mked and shauld ba
decides by the market.

Code of Conduck Iz the cedz of c;::al:.i:iu-."t'pm'-.llu:led under the Companies (Regstered Valuers and |Existing reles prescribed under companies ack are well
and Fthies Valuwation) Rules, 2017 adequate? How taencure that the code of canduct is fallewsd? (dafined.
How to moniior this? In order to Inswre code of conduct provision showld b

preseribed in the maonitoring peficy. s

Soope ana Manner  Should valuation standards be grescribed? Wha showld prescribe such standards? How [Valuation Sta rdard Is 3 job of experienced weluers. Expert

of Making should sush stendard Be developed and roviewsd ? Shoubd such devetapment @e 8 [Conmittes may be formead by valvers council to prepare
valustion continuous process? What s1ould the legislation provide regarding standards? Should |draft standard, Alter obtaining suggestion from practcing
Slandards regulator hava any rols in makings standards? hvaluers in India and dizcussions , it can be finalized e

irmplemeantatica. Review of valvaton standard may bz
evEly 2 Wears, 3 It s continuows procsss depending upon
developrment ir resp=ctive Al

e

-

=
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Hewe waluers can be protectes far their banafide acts? Shoulgd pretection Noew Trom
regulations or statite? Whal shauid be the extent of permitted disclaimers? How much

Valuers should be protected by fegulating council, In case
of frivolous charges of complainant or gven by CRL L i wall
kncawn chat in India parallel economy exists & Ietrings valee
bl Rl Extate is guite different from agreement salve, [f
thers are nc bad intentionsz, fizenssd valuer should bel
orotectad Walugtlons iz an estomate of wvaluer. Disclaimer to
cactaln axtent s prrmissible, hencs in the disdolinary
comtiltes there shoubd B esperienced wvaluers in thel
respective discplice wha understand the professon and
they should beon the adhos basls.

Cbtalang of Insuranae fram nsurance comeany shauld be
japtional and o should be decided by the markeat,

Hewd to build and peotect neputation of walwers? What factors ta ke considered to
cansidar a parson as ‘fit 3nd precer’ for registerlng a person 25 valuer?

factars to be considered to comslder a person as 't and
proper’ o registering @ persan a4 valuer shoeld be thst the
valugr may give 8 declaration stating that he has not be
convicted in any criminal cases or amy restraining ordess
have been pasied agalnst him aa annual basis and ke mus]
Ials-:u he fimancizlly solvent

 DEVELOPMENT OF PROFESSION

Howe iz tef:h"!alugl.-'- i-rﬁfuencng valuation profession? Whal technology and bow can
such tachnalogy be usad in markets for valpation serdices, valuers, valuation edecstion
and valuation reseaoch? Wil technology /S machines replace valustion professicralzin

ITL'Eh’!l:Ih:Iﬁ',I' hits helped & lo7 to waluation profession, Some
flarket data are availzble on net. Scme states have put
Eiamp duby ragstration data on nat, These anhancas guality
of work of valuer. Google map helps identifying location of
proparty, Latitude B longitude dsta ot asset slso helps in)
igertificatior of property. Technalogy can be assistant to
valuer out cannct replece professiional as valeatian Is very
conplex assignmeant.

Approgches of
Cevelopment

3. Protections far
valuers
irminunity shauld disdaimens arovide?
i Reaputatian o the
profession
R )
33 Frofassion vi-a-vic
Technology
course ot time?
EL SRR A

Wit is Lhe ssope of development? To what extant itiacludes lobbyl»g? Does it include
gchrzcacy? Does it include development of marketz? Doss 11 include education,
continuing arofessional educalion, examinalion, developrment of curriculum snd study
material, ste? Hew can regulation Feoiltate Sevelopment? Whet & the role of first tiar
regelator in development? What is tha role of second tier regulater in developrnent?

[Councii of Yaluars as Regalalor is the body for bringing up
[prafessionalism in feld of waluatien, It cannet & shosld not
be competitor to wniversitias who arz real back bone of;
efucation and examinatian in iny professional sphere.
Howewar regulatar can cerlainly adviee & ‘3“1?“-”"!5'_4
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Shoulg market ungertake develogment? Shoule regulaler compele wilh marel in feducation systerm n Indis by maktng SJggestlnn ko
s (RTarb haTeTir medemn ze syllabus in line with davelopment in the field of
valuation,

Continuleg Education Programmee con be conduded by
[Tier- 2 hody, , ir different parts of country, by charging
appropriate additional feas.

What 15 the scope ef research? How much ol escarch is necessary for sustenance of Indla has l:ne-=t I:-ralni ne .i.r-::rI-: in aII fields bl.t iz Ingian are

Arrdngernentior

RS

3 | Scope and
approaches har walvation profession? Will market undertake research on its own® How ressarch can be wary poor in ressarch work In every fleld. Same s cass for
Research facilitated and encoursged? What is tha role of f rst tier regulatorin research? Whatls valuatlon . Research Work 13 Pracilcally Zero in fleld of
the rale of second tier regulator in reszarch? Should reguiator comaele with markel in Waluation, Sorre research is done by Fareign companies /!
researchi raster of valustion students but said data is never mads
pubkic. Waluer, ;ounc| cannot do this work sut can joln
T hands with unlversities for carrying out research work,
G, TRANSITIOMAL MECHANISM
2 | Phasing: Short / How should the roll out of the new regulatesy lrameawark be phased? What should be [The current systern under the compenies act should
Medidm £ Lang dane imeediately, whal sheald follow and what should be done in lang run? continued for t1a perlod of one vear post which the 1ew
Term ceguletory system should made effective and finally the
Ao shoo ld B remayed (rom Lheir powers and ther
shoeld be onfra single council with full power to control
e the entire valuation profession
a7 Grandfathesing 15 thers any need for grand fathering? Whe can b gracd Tathered > What should be e Sxsting valuers wio are BV under sompenies act should be
process of grand Tather ng? grandfathered sutcmatically and valuers who are BV under
Wealth Tax &t will have to pass the axamiaation of
o waluation as prescribed by the counsil
EE) Transitinmal Hever lzng it should taks for the first-tiar rem.latl:-r to come up ard take ower the tak It l;-.l_llI-ﬁ.;l':-e-_a_h_n]t':a';éEF"FEF"th:frst Har re réguat:-r tacama
Arrangameant for from 12817 How the work would be transitionad o the regulator? lup ard take aver the tesk frorm 1BE] and the transitic
IEBI tshau'd happened in seth a manmsr that the valwer division
undsr [BBI should function under -he first tiar regulasor for
a period for one vear till all new employaes of the first tier
o _|regulatars are tained. .
e Transitional Sheuld existicg RYGS be avtomatically transition to &s second tier regulacor? In wihat [The exlsting rulzs under the |:n:r11|::a rles 2ot for RYDs are

time framz? |7 case fresh eligibllity norms are stipulated for second e regulatars, how fwesll dsfined and do nat requlre ary changs. Sinee within a
pericd al 3 yeas cenlral council showld ke gver the

=
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Transizional
Arrangernent for
Fhs

mirch tirme shouls existing BY0s Be provided to comply with the new norms, Should [fusction of RO iLis adisabde Lo restrict ne, of BYOs Lo
the nurmber of second tier regulstors be capped? e Risting numoer.

Should existing registered waluers be autormstically be miarated to the naw regulazory Hir-::lll,.'- refer to point no 37
reg me? Waat should they transition?
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Annexure E9

Views by . Association of Certified Valuators and Analysts (ATYA)

Sk | Issties fiar Elabormtion of thi Tssue Views
Mer, | deliberation S o B | = —
L= o VALUATIONPROFESSION o
[ 1| Wishon ol I What is yiur vision of the valuation profession. five years, len years and Components of @il three may be required. please
Valuation twenty years hénce” Should it be like the prolession of Charfered s the response o 0.3 below
L Profession | Accountant, Doctor, Advocate or any other? hg . Dol —— ]
2 Review of Valuation profession of which country / jurisdiction can be a model for | The yaluation pridfession in a number of major
Valuation valuation profession in [mlia? Which paticular featore, practice. or weographies like the LS. and Avstralia are foa
[ Prolession mechianism can be adopted from that jurisdiction? Any dithenlty in (large extent seli-regulated. There is, however,
| Imemationadly | adopting them? strong differentiation on specializatjon tmarket
offerings or indusiry specialization), experience,

guality, additional qualilications (CVA, CFA,
r"u."'-i A el

Adsis, there is reliance on standards such as VS
Lall asset classes), RICS {real estate) or Uniform
(Standards of Professional Appraisal Practice
ficeepted widely in the LS}

1

| | Phe emphasis on research is also guite high.

| ] which could be adopied. —

A | Review of Other | Which profession can be model for valuation profession in India? Which In terms of maintaining quality of education, u
Professions in- | particulisr feature, practice, or mechanism can be sdopred from that maodel like CA may be préferred, where o central
the Coniry profession’ Any difficulty o adopting them? wly sels the curniculuny, training material, exam.

| ele. The monitoring and regulation of members
an be through o central body with reglonal/siate
| vise chapters ns the markel and the valuation
commumnity grows. In teems of enhancing skills, |
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something like o specialization (similar to a |
__fmeticdl profinsion could bothere)
IPositive Aspecly’ More structire, mare fforts
fessons of such long experience lor the statutory: framework for valuation fowarnds e development and standerdization of
Bill, {the profession

V:Iuniiun_pm_iiamﬁa_li:-n_g Iﬁxuwy in Indin. What are the learnings /

Vitlwers and Valuation) Rules, 2017 (“the Rules”) can be acdopted? (What can be Improved: Better gssessment for RV s
tﬂ-ﬂt’ﬂ:ﬁ their capability 1o do valuations. Testing |
hould be on the basis of assessing the application
ol the valuation prineiples. This can be dose by
ol just assessing the candidate on an exam, bt
also via submission of valuation report as 1 case |
study, which will be judged by # panel of experts,
be candidate needs to pass in the exam and gt

iheir reporl approved o clear the exam.

Valuation
Profession in the | proféssion? What features from the draft Valuations Professionals
Country 2008 con be adopted? Whnt features from the Companies { Registered
Experience with the Rules <o far. What has worked well? What has not
worked well?
|
N
e _ MARKET FOR VALUATION PROFESSION
3 Marked fior iy
| Valuation cap it be miade muore competitive’? What are market fmperfections” Who sensitive. In
| Bervices vamtrols price? What are the markel segments in terms of assel olisses,

| Hliw b is market lor valuation services? s the murket competitive? How KGlobally, the market is both quality and price

India, itis primarily price
competitive. EfTors 1o be made wr make the
users of any other” What are market shares of individual valuers and lelients more aware of the vilue privvided by RYs,
organisational valuers? What influences srowth of the market? Does the | There should bea framewirk (o recognize guality
market need to be develtped !.nml relevant valuation experience, This could be
through specialization and by alse involving end-
nesers of the valuation like banks, regulions in the
Pricess,
|
Market Segments: Companies Act {MCA), Tax
!.’"I. uthorities (1T Act and other Avis), RBL Banks,
SEBL FEMA, Indiy idual Companies {Non-
Regulatory, for nvestment Plamming purpeses)

P‘n.gl.',?nl | d
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|r-l.':r__ ' Market for

I Yaluers

The situations when the valusdtions are reqiined
should be documented. vened and circolmed.

Asset Classes: There may be throe asset classes,
as presently provided in the Rules, w start with,
Howevier, each nsset ¢lass may enable for
rL.[lEI:iEt'Iiﬁal'mn in niche areas also. For example, for
S&FA valuation of derivatives, or valuation
specinlization for stme specific industries. he
statute may ermble addition/deletion of ascet
S o glases depending on need.
Hoow big is the market for valuers? What is the market potential over next Morket Share:
10 years? Is the market competitive? How can’ it be made 111ur-:l['un:1r:nllg._ vatluation entities undertake valuations
competitive? What are the markel segments in terms of asset ¢lasses, um:rs!with larger scope. wpically with o higher fee.
or any other? Does the market need 10 be developed? What are relstive Individual vitlugrs undenske valuations with a
merits and demerits of individua) valuer and organisational vaiuer soaller searpe, Lypically with o lower fee. As such.
Shoulil policy promote one sver the other? i terms of number, individual valwers outnimber
titles, however, in terms of fees, the reverse In
he case,

Rough Estimate of thee markel size is 1 5%-20% ol
IIhv: sudin market, However, research needs to be
wlone 1o estimate the size and share ol the market.

The market needs 10 be developed by increasing
fowareness  pmong  chlients, including them in
diseussions by the Central Regulutor,

The proposed framework should be aunostic,
about such segmentation- should neither promote

i -  nor discournge either

Fage S0l 14
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Valuation Professionals

| In the next few years, the trunsition should
be for only those individuals 10 become
RYs whes proctice only valuation simils

I w the condition for valuation entities as
menthoned below (like ColP), This will

| ensire thal the overall quality and focus
increases and will abso help the cliems

| gam confidence in the ability of the
valuers and the quality of work

| The professionals who are cenified for
S&FA should not be certified for LER or

| PEM and vice vers.

Valuation Eatities

For entities doing valustion, both the entin
andl the members should be allowed o
practise, but for u valustion report, the sign-
off should be from both the entity and the
individual leading the valuation,

Al Torms of entithes  (companies.  LLIPs,
partnership [mns) should be allowed as
valuatiom  entities. A mujority o the
dircciors/parmers  should  be  valuation
professionnls, All or 3, whichever ks Jess, o
the  directorsipartners should be  valuation
professionaly, as currently prowided in the
Rules,
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Yaluation

Edusalson

Where o company or an LLI® 15 a valuation
entity. ot lenst %1% of the equity must e held
by registered valuers; it should not be o have
# subsidiary. and Its sole object should bel
valuation, l

How big is marke! or education” What is market potential pver the mext |

Wharket s very small,
[0 years? s the market competitive? Who are marke plavers? What are

market imperfections? Which model of education legal, medical, |
aceountancy of any other - s suitable for valuation education? Should
education and examination be with one sgeney?! What dre the deficiencies i

I'he Central regulotor should preseribe the

5 . P H |
curriculum with reading materinl of thel
|

courses for registration as RY and conduct!
the final examinations of the courses. The!
training curiculum should be application)
based.

i the current - modlel of valwation education in the country”,

Phe undergiod and posigrad courses may
be delivered by Universities, For the next
few vears, hesides the universities. RVOs
should take these courses. Then. as there is.
a shifi o Cenirnl Body (see responses
below  in Seclion €. Regulatory
Architecture], other educationnl = bodies
could be enmolled to ke up the conrses

There may he three kinds of courses for
registmbion as BV

(a) Top-up Course: An individusl with minimum|
qualification w relevam discipline as will be
preseribed under the Roles may underge a top-
upbridge course of two years comprising cne-|
year of classroom and one year of intensive
ternship with an RY entity or an RV,
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Mlarket for
Besearch and

|-[b} Complete Course! An individual with o phss
m  Closs X1, may undergo n  five-year
comprehensive course from recogniséd places
(B0 ond Univessities). This may have two
veprs: oommon  course for all  assen  elasses.
eighteen-months  specialisution in the specific
asset class, and eighteen months of internship,
with an RY entity oran RV,

1€} Short-term Coure: Individuals with centain
prescribed qualifications as well as the preseribed
experience in valumion, can undergo o short-term
course  omnsistimg  of  specific modules  on
valuntion and then the specialization subject.

fay, thd and (o) should collectively replice the
| existing S0-hour irakning. ,

Adl three models should have o
commpenent of super speciali=ution as
mentioned in responses o Q7 (last point).

I the individual takes up employrent
right alter the course (a) or (), their
course cerlificate shouwld semain valid for
3 wvears for them 1o apply 10 become an
RY.

How big i the size of market” How the markel can be developed? How Very limited and extremely small in comparison
v incentivise research and knowledge management? How soon the extant 1o developed economies, Central Body can

know ledge would be redundan” Who does research?

!mt.w;g_e the research through mdependent
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Roowledue

Munagement

Tagencies for the first 1-% uu_nh with the help ol o
wrant provided to it by the Government, Later as
fthe market matares, the respective valuation
||11'1.1’r'e,s:-'immla can buy the research direetly fom
these agencies, Research may need 1o be updated

annually or on s continnous basis,

comntry s and
by Every other valuation required for 2 decision

by Crpvermment oF & public autherity or o financial
institiion, v pmctice

!_"I_' Exelusivity Can valuation services be rendered by anyone? Should valuation services. The following valustions should mandatorily be
be exclusive domain oF registered  valuation  profiessionals? What | conducied by an BV (0 isaintain quality and Tor
valusiions should be mandatorily be conducted by valuers? How. can | effectivie oversight;

| competition be promoted if valuation work is reserved for s setof people? | () Evers valuation required under any law in the
[ L RECGULAPORY ARCHITECTLURE e
1 Typeol Dioes valustion profession require regulations? Should o be statutory |Yes, a ceniml régulaiory body.
| Regulation | regulation or sell-regulntion or regulated self-regulations?
11 | One Tier V. Should there be a central regulator or many parallel regulaors compéeting [For the nesxt fow years, o two-tier siracture,
| Two Ther with one another? Should there be two tiers of regulators — many second- comprising a govermment appainted Central
| Regulation

ther regulators competing with one another, wnder the oversight of a Regulator as tier | and RYOs as ter 2, Post that,
central Girst-tier regulator? Should the Valuation prolession be regulated there should be just & single tier with
by one-tier regulmor as for Advocates or two-tier regulators as in representation from the prior Central Regulator
insalvency profession” i each of the RVOs (hencelonh and in some
arlier questions, referred W as the “Central
Body ™) The Central Body will be responsible for
!e-;n:lting the currieulum, raiming material, exam
serting. & monitoring and regulation ol members.
For betier oversight, there should be regional/state
wise chapters of the Central Bondy.
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12 | Regulation Vs.
Developmen|
Vs Standards

=3 Suope o]
[ Btatulory
Legeslation

Should work refating to regulation. development and standards relating The regulatory standards should be set in the
valuation profession be housed together? Do regulation aml development manner similar to seceetarial standards and
compleie or complemem cach other? Do regulations and  standards mecounting standards by the commmitiee [aemed by
compete of complement each other! What should be the scope al IMCA or Ministty of Finance, The valustion
reguation and development in erms of markets lor valders, valuation standards shoold be based on nternationally
services, valuation education and valustion rescarch™ accepted valuation standands with India-specific
aipedates: by the eommitiee formed by MOA or
Ministry of Finonce. These standards shiould be
reviewed and revised every 2-3 years. |

How Jong should be the statutory legistation? What aspecis: should it | Legmslation should be principle based
cover” How alten (his should be amended? Should it be principle hased | |
af rule bused? Should it be an incomplete law, §.¢., should the fegish iom | The begislntion should spell out:
be a sheletal one with substantil dependence on subordinate legistation? | {a)the role of the Central Bosly and its govermance
cstrcture. (Central Regulator antil the Central
| Bouly is formed ),
(B} the male ol the RVOs until the Central Body is
| lormed:
{c) Olences and Peaalties (o be hondled by the)
|f.'|.:n'rml Body. Uintil then, including anm]lulu!
mechanism, as under:
(i} Schedule-A comprising of major OfTences 1o
be dealt by the Central Regulator: and |
(ii] Sehedule-B: Other Cifences w0 be dealt by ,
| RVOs, |
I an BV has committed offences included in both |
Schedile. it will be dealt by the Central
Hegulator,
i) Manner of exercising quasi-legislative.
executive and quasi-judicial lunctions by the
Central Regulvior and the RV, as an extended
prm of the Centeal Regultor,
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by fo= |

= |

Mealleability of
Fromework

Risle of Fach

lier in

| Begulation /
Developiment of

| Walisers /

Market

L g Ve
":-;.r.rp:: ungl
Approaches ol
Regulation

Liovemance of
[ Ench Tier
|

How o ensure that the lramework remains malleable? How should it The initial framework should be flexible enough
cover any cmerging new assel class? How should it cover walustions 10 cover all laws under which valuation is
urkler differem laws? required.

The framework needs 1o be revisited every vear
and have amendments as required,
______ ~ FUNCTIONS OF THE REGULATOR

bier in edueation, development, standard setting. research, valsaion the curticulum, rmming material, exam setting, &
services™ Whal should be the role of ithe second fer in education. monitoring and regulation of members as well s
development. standard setting. research, valuation services? How each universities/educationy] institutions. The initlal
such function can be neatly segregated between two tiers? Or some research for o few years will be promoted by the
overlap is desirhle’ Whitt are the good arcas for overdap and the extent Central Bods
ol such overlap? How o avoid repulistory paps? | e
Wit areas need regulation” Who - valuers. market for valintion services, Please see response ). 14 dhove.
valuation education, valuation fesearch - needs regalation”! What are tools
of regulation™ What s the role of first ter regulator in regulation? Wha
is the role of second tier regulator in regilation? Should market underiake
regulotion? What & scupe or extent of sell-regulidion’” Should first ther
regulator and sevond  tier regulators compete with each oiher in
regulation? What should be jurisdiction of the first tier and second tier
PEgLHHOrS . |
Should vegulaior - first tier and seeond tier - be a statutory body. a for- RVOs should be companics registered under
prolit company, & nol-lor-profit company. an association o’ persons, or o section 8 of the Companies Act, 2013, It should
sociery'! What should be composition of its governing body ? What should have board compuosition as provided in the Rules.
be the extent of stakeholder representation in the governing body? How Maximum number of RV s in the governing board
demacratic legitimacy can be impartod 1o the regulator’? What should be of RVO and minimun share capital should be
net worth and sharcholding requirements in case of companics being prescribed.
regulatioms?

The Central Body, onee formed should alsie have
hoard representation from the Central Regulitor

as well as all the RVOs,
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-‘u.n..mmlnhjlll\
of Fach Tier

Independence ol
Each Tier

Hesources of
cach Tier

' Seope and

Melimiver ol

Muoking
Subirdinale

| Legiskation

=eope and
Manner of
Mual ing

Byvelaws

L,

How 1o hold @ regulator - first tier and second tier - pecountable? What Based on (i) success percent of RY members

measures can be used 10 assess performance of regulator in the srea of clearing the assessment. valuations done and

development and in the area of regulation? seope of valualions (1) contributing to
development of resenrch, quality of training
material.

“'ld'il"'-*"'-lﬂ'l'- W take 'll'-hl‘w'lﬂﬂ Whal areas I may not Im\-r: full thave the lelml in ianner of |rn|'mrHr|g

independence’! How much contral Government should have over the first- education. the trainers and the medium for

tiet regulator and whal are the means of such control? How much control mandatory training. the rainers and medium for

fiest tier shiuld have over the second-tier regulator and what dre the means CPE. and designing the teining until it effectively

of such control™ How 1o protect the regalator from regulatory caplure?  and sulficiently covers the curriculum.

Lipce the Central Body I formed. it will be
responsible for setting the curriculum, training
matenal, exom setting, & monitoring and
repulation universities/educational instittions.
What should be the sources of funding of regulator -first tier and second !munigmnl for 1-2 vears b the Centeal By
tier? How 1o develop human reseurces 1o man repulutors” What kind of followed by lees os the revenue model -
techmologleal resources does noregulator need. What should be extent of affiliation fees from he universities educational
gennit from Govermment ? What should be revenue model” bodies, pet student member fees for training
material, exam fees and membership fees.
What areas of development. regulntion and standards be governed by bese
subordlinate legistation by (ist-tier regaluter? What should be ihe
procedure for making subordinme legislation? What should be the
nstruiment lor subordinate legislation? Best practices that may be relerred

Whiat showld be the extent and methodology of making bye lows by the
sellsregulatory  organisation in the pwo-tier structore”? What areas of
development, regulation and standards be govemed by bye-laws made by
the second-tier regulator? How o factor in the miterests of sociely in
making subordinate legistations?
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25

Fnforcement

Seope und
Manner of

| Chiasi-Judicial
1F LIS
lh,ulmh. with
Cirievinees ol

_ Naluers

L'Iulllrlg. with
| Girieviinees
agains Valuers

2T

iR

Eligibifity 1 be
a Waluer:
Chialitfication,
Experience,
Entity

Wonlorgind

Who should monitor and what should be the manner ol monitoring the [The enforcement should be based on rules ond
conduct of voluation professionals, markel for valuaiion edooation and grievance mechanism as described above.
market [ valuation services? What should the scope of authority and

miinner of mspéction and  investigntion? What ore specific roles in|

monitoring and enforcement by each tier of regulator?

What should be the mechanism for drq:l-u-.-l.l il qu.m-mdt»ml Tunetions m
each tier of regulator? Who should dispose of and the manner of disposal?
What are 1he directions that can be given in dispesal of a quasi-judicial
miatter? Whalt should be the appellate mechanisim?

?I'hmu_ﬂ: Central Bodv, There should be a central
-'l.pmlln[c Tribunal if the valuer or the
Luuml..rp.urh wand to challenge the judgement,
How sheuld Sy nee dnd t.umplimlz\ agains valuers be handled by first- | As per deseribed in nesponse o 015

ther and second ther regulators

Whint sheuld be mechanism to handle gricyance ol valiers'?

|| - _

VALUATION PROFESSIONALS
Whar can be 4 valuer? What should he eligibility foor an individual to be 4 Ih[!-r:ndﬂ o sl ind growth of the market - (1 the
viluer? What gualilication and experience an Individual should have o market and opportunities are big enough, the full-
he a valuer? Shoulkd ome have a degree in valustion? Should one bave only Time conrse would work. Flse, may have 1o limit
top up education in valustion, aller having o degree In engineering, just (o the top up edication
management, Mnance ete.? Who should provide education”? What should |
be the cligibility 1o be an orgamsational valeer? How many assel closses
should be ayailable” Should a minimom ond maximum age for practicing
ol prisiession be specificd?

I ll'fldl:[El.f’l’.‘l‘l-l:t
anil
Accountability
of Valuer

How 10 hold o valer accountable for his services? What should be [Difficult 10 reguline fee and fixing fee would also |

disclostres by him® How 10 minimise influence of stakeholders on his et a wrong benchmirk, with valiers not being

independence? How should the fees of o voloer be lixed? Should foe be able o ditfferentiste themselves on fee. The fee

repiwted?” shivild not be fived or repulated. It should be
muarket driven,

o= il
Conduet fwiml
| Ethies

15 the code of conduet provided uader the Companies {Registered Valuers The current code of conduct is adeguaie
and Valuation) Rules, 2017 sdequate? How 1o ensure that the code of |

eomdugt is lollowed”! How o monitor this®!
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Mannoer of
Making
Yaluation
Stondands

Valuers

[ 'Ermlnriuu of
the profession
[
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| Profession vis-a-
| vis Techmology

;' ‘i-én:ml: and
| Approaches of
| Developmient

Protections for | How valuers can be protected Tor their bonafide aces? Should protection B Vs and RY eniities should have insurance 1o

should valuation stndards be prescribed? Who should preseribe such The valuation stasdards should be based on
standards™ How should such standard be developed and reviewed? Should internationally accepted valugtion standards witl
such development be a continuous process” What shoull the legistation Indis-specilic updates by the committee formed
provide regarding sumndards? Should regulator have any role in makings by MUA or Ministry of Finance,

slanglands”

The standurds should be reviewed onee every 2-3
FORES.

flow Trem regulations or statie? Whant should be the extent of permitted iprotect against professional liahilities. They
disclaimers” How much immunity should discluimers provide? shioubd have protection agains actions taken in

_ good faith. el

| How 1o build and protect reputation of valuers? What factors 1o be The document sirculited for determiming if a

considened 1o conslder a person as . fit and proper” for registering a person person Is fit and proper during the RV
asvaluer? discussions should serve s g base, To add 1o thai,
i should also be determined if the individual has
ever hind any prolessional business license,
professional cerification, or professicnal
membership reviked, refised, or suspenied
o other than for non-payment of des)?
BEVELOPMENT OF PROFESSION

How s technolegy. mtfluencing valuation profession? What technalogy For valuation educntion (snd continiing
and how can such technalogy be used in markets for valuation services, education), webinars and distance learning should
valvers, valustion education and valuation research? Will technology / be intreduced.
machines replace valmtion professionals in course of time?
echnology will belp doing valuations more
efficient |y, oweyver, it cannot replace the
AR WS . _ . experiehce, skillsets and judgement of the valuers.
What is the scope of development™ Toowha extent it includes lohhying” Some amount of initial sdvocacy/marketing
Dhoes it include advovacy? Does it inchade development of markets? Does would be required 1o ensure the users of the
iinclude education. continuing professionnl education, examination, valumtion or the clients understand the value

development of curriculum and study material, ete? How can regtilation rmkjm;l b the RV 1o their Business.
Savilivate development? What fs the role of first tier regulator in |
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_ﬂtwmnmem'.* What is the role of second tier regulmaor i development'|

Should market undenake development” Should regulalor compefe with
market in education’?

Scope and
approaches for

Rescarch

What is the scope of research? How much af research is necossary for As mentioned in?cﬁpuﬁq o €38, given the very
sistenance of valumtlon profession” Will market undenake research on its Timited research compared to developed

awn'! How research con be leilitated and encovrnged”? What is the rele economies, the scope ol the growth in the markel
of first tier regulator in Fescarch? What is the role of second tier regulotor is large. Initial push needs o be from Central

in research? Should regolator compeie with markel in research” Hody,

There should initielly be grants o
individinlsagencies doing research

(i
| in

TRANSITIONAL MECHANISM |

1"hming; Short
Medium ¢ Lomg
Term

| Girand luthering

| ‘Transitional
Arranpoment lor
IEES]

Arrangement for
BV

How should the roll out of the new rcgulnlur;w framewiork be phased” New rules for RV (eligibility, monitoring,

What should be done Immediately, what should lollow and what should grievanee handlingy, regufators (hoth 1 and 2™

be deing in long run” ther ieh well a8 the Central Bodyy and their roles &
ruspansibilities, and coriculum should be
immediately. released,

IThiscam be followed by training material.
witluation standmrds und Framework sroungd
h:".hn.h

Is there anv need for grand FulJ'erng P Wha can be E,rnnd fathered” What [-usi]nh RV should be gmndl'ashm_d mh]nl b

should be the process of grand Gthering? . mecting certain norms.

How long it should take for the first-tier regulator to come up and take ——

ever the sk from IBE1Y How the work would be wransitioned o the

| regularor?

| Should existing RVOs be automatically transition g as second IIL"‘I'J. xisting BVOs should be grandfathered subject to |

regulater?  In what thme frame! In case fresh eligibility norms are :IT“ti.l."ﬂl"IL cerain norins, Based on the change of

stipolated for second ter regulators, how much time should existing criteria, they need o be provided 24 quaners 1o
RVOs be provided 1o comply with the new norms, Shoulél the number nll‘||:+1mpl:. with new nomis. Once the Central Body
secomd ther regulstons be capped
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132



- © Jis formed. there should be representation from
. fthese RV in the Board,
| + i
40 | Transitionsl Should existing registered valuers be aslomotically be migrated 1o the [Please sev the response o L) 17
| | Arrangement for | mew regulatory regime”? What should they transition?
| R¥s

1
-

ihhiaskar Dwivadi
Name and Signature of MD 7 CECY ol {Association of Centified Valuators and Analvsis)
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Views

Professions in for valcation profession in
the Coumtry India?  Which  particular
e _] feature, practice, or mechanism

CEV INTEGRAL APPRAISERS FOUNDATION Annexure E10
Sl Issues for Elabaration of the Issne Yiews |
No. | deliberation e s e = e T . B
R TR VALUATION PROFESSION iy
1 | Vision of What is your wision of (he al is your vision of the valuation profession, five years, ten vears and twenly vears henee?
] Viluation valation  profession,  five |Indian valuation industry will grow significantly, eapecially dcrmaatlcall}f, as lot of work is being dong
Profession | years, len years and twenty by the Govt. to hone valuer™s skill for providing fair #ﬁ]u-_ reporting 10 Incha, as well 45 in the global
[ years hence? Should it be like markets.
the professicn of Charered | “Given the abeve mentioned amendmems providing mgmﬁc ant growth opportanities to the valualion
Accountant, Doctor. Advocate [industry, we can cxpect Growth Rate of aboul 20-25% over the coming [ive vears”
- of any other? the next ty 10-20 vears we can similat growth rate,
i Should it be like the profession of Chartered Accountunt, Doctor, Advocate or any other?
Every profession has similarity & difference with other profession, As C.A. hesds to have the
kniowledge of law, Advocate needs to be comversant with accounts, but 85 whole esch profession hag
lits owa enfity. However it should be more fike Chartered Accountant in shich related work hias to be
(- ' _|[done by CA enby, similardy Valuation work should be done by Valuers only.
2 | Review of Valuation profession of which [Valustion profession of which enuniry | jurisdletion can be a model for valuation profession in
Valyation eountry / jurisdiction can be a [India?
Prafession model for valaation profession |As maost of the laws sdopted by Indiz ace based on England Laws, also many valuation pringiples
Infernationally | in Indis? Which particular fespecially acquisition & rating in England are being Followed in ladia gnd even the alpreme court of|
feature, practice, or mechanism [lndiz bave no obiection in doing &0
| 'can be adepted from  that [Hence the UK, madel may he t'ail-:medm India
jurigdiction? Any difficulty i | Which particular feature, practice, or mechanism can be adopted from f.:lm‘ jurisdiction?
adopting them?” Any difficulty in adopting them?
Problem is availability of awhenticated dats, as encugh authenbeated dala 15 not available in oor
| country. s
3 | Review of Other | Which profession can be model (Which profession ean be model for vatuation profession in India?

The profession is different from other professions,. As each profession has ity own procedure of]
working, it should be developed an its cwn

Anyhow profession of loss and survevor is somewhat similar to valuer profession,

Which particular feature, practice, or mechanism can be adopted from that profession?

i (o be adopted  from  thal

SN telral Appraisors
fua.‘r.’!:»:.'s';}ch BYO
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profession? Anmy difficulty in
adophing them?

4

Any difficuliy in adopting them?

1. For traium,g of & new sarveyor & loss assessor has o work with a senior surveyor for al
particular time , similarly training of new valuet with a senior valuer for a particular time should

be should be made compulsory

There will nol be any difficulty a:l-npqing this procedore.

Fevieyw of

Valuation profession has long

Valaation profession has long history in India. What are the learnings / lessons of such Iung

Professionals Bill, 2008 can ha
1 adopted? What features from
the Companies (Registered
Yaluers and WValuation) Kules
2017 ("the Bules™) ecan I:ua

Walmrion history tn India. What are the jexperience for the siatutory framewark for valoation profession?

Profession in the | learnings [ lessons of such long [Peing a valuer taday is a challenge treading on a fine Ltnv.: of ethics and staving fmn under different

Country experience for the statutory [pressurcs |
fmmework  for  valuation [What featores from the drafit Valuations Pmlmihnlu Bill. 2008 can be adopted?
profossion? What features from Aceording to drafr Valuations Professionals Bill, 2008 there was six categories of valuers viz, Real
the draft Valualicns jestate, agriculwrsf, Indusimies, m&nhmery, & plants, works of anls & Life interest, marne properties,

textiles, & telecommunicstion :ngm.,nug products, where as

Companizs {Registered Valuens smd Valuation) Rules, 2017, has only three cileporied,

Henee mare catcgorics may be added to existing catepories in Companias (Registerad Vahers and
Valuaton) Fules, 2007

What features from the Companies (Registered Valuers and Valuation} Rules, 2017 (“the Rules™)

can he adopted?

ing & exeminalion process may be adopted from from the Comparnies (Registered Valvers and)
Valuation) Rules, 2017,
Experience with the Rulex so far,
! Experience is gond so far.

What has worked well?

The traming & registration process has worked well, !
What has not worked well? {
Aﬁcr‘lrammg, passing of examination & registration with IBBI, a person can do valustion only undar
Companies [Registerad Valaess and Veluation) Rules, 2017 and not under any othier act, It shoyld be
extand to other fields alse.

MARKET FOR VALUATTON PROFESSION
How Big the market for valuntion scrvices:
With the surge in husingss activides, valuations kave ocoupied the centre stage. Whether it is a gl
up of a big corporate honse, valuations is pervasive. Right from the setting up of the business entity,|
during its merger and acquizitions, for abtaining long-term finemee from banks ! Snaocial institulions,

adopted? Expericnce with the
Eules so far. Whart has worked
wail? Whet has not worked

will?

Marked for
‘i.-’aluauﬂu

Floea biz is market for valuation
setvices?  Is the  markel
compeditive? How can it be
made more competitive? Whal

- g are macket imperfections? Who |
Er p Bansal Pagaof 20
Manadinag|Dirseior 135
CEV imtedral Angraisers
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" controls price? What ame the

market segmants in terms of
apsel classes, mscrs or  any
wher? What are market shates
of individual aloers  znd
organizafional valeers! What
influehces  growth of  the
market? Does the marker need
to be developed?

winding-up and for varions other puposes, valuation iz an integral component, Hence the market for
vahuation profession is quits big. ,

Size of Market

‘s far size of market is concernad | Take the example of Land & Building & Plant and Machinery
Valuers. _
Totsl oo, of AICTE approved Engincering Scats approx. L5, 33, 809,
Ot of 1553809 approx. 20% are CivilMech./Architects or viher related engincers=3, 10, 766
Though there is recession in the market even if we assumed tie pregent tend the admission in fhese
Hiclds is approx. 35% 1 '
So wial no, of aspirants each year—1, 08, 00/
Out which il we assume 10% opl for valuation field twral no. ol sspirants will be approximarely
= [0,000-11,000 in reul estare & Plant & Machinary.
‘What are market imperfections?
(The valustion industry has not dome i3 job in proving its importsnce fo the market, Instead of dsle
ariligation tool investor and in many cagss leaders look at the entire vidualion process 2z nothing maore
thean am investor
'Whe controds price?
The fee paed o & Vahoer for the valustion undertaking normally is a very small pereentage compared
with the risk that a Valuer is exposed to, economically, when undertaking valuations
1F rom the last & fow years, it is clear thal clients have come 1o expect little from Valwers and as sush
they are not willing to pay much for valustion ssrvices,

[Hence prics is conmolbed by clients rather then by valuers themselves.
How can it be made more competitive
Lo make it mote compehitive, valuers need to move away from specialising on particular skill set and
develop speciality in different areas in valuation

Iz the market competitive?
Cne of the main challenges to the valustion profession today has been the growth of competition. Bui
the problem i competition belween finms s on price rather (him on quatity.
Market segments in terms of asset classes, wsers or any other

Yaiuation has maltiple facete—valuations of business entarprises, Minimcial assers, intangrible asscts,
real eamie and machmery & equipment. Market anabysss point oul thal the purposs of valuation has
evolved over the last low vews. Today, valustions ke place for investment decisions, Ktigation, lax
and strategic planning initiatives, mergers and acquisitions, restuchiring, emplovee stock ownership
plans and meentive sock opuons.
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Marke! for
Valuers

‘hat are market shares of individual valuers and organisational valuers”
As most of the rules concerning valuation profession allows only valuation by individual valuers , they

ve 0% of the market share as auch markcl share of organisational valuers may be 109 only

"hat influences growth of the market?

per iraning & regulation of valoation profession & rise of economy influcnces prowth of the

tharkst
Does the market meed to be developed?
Yes the market negd o be devaloped.

How big iz 1he market for
valuers? What is the marker
potential over next 10 vears? I

can it be made mone
competitive? What are the
market segments in terms of
dssct classes, users or any
wher? Doy the market need
be developed? What are
relative merils and demerits of
individual valuer and
erpanisationa]l valuer? Should
policy pramose one over the
other?

Fourdation BvD

the market competitive? How |

1.There are broadly and roughly two mimker segments:tn) valuation entitics tndertake complicated
valuations with a higher fee; (b) individual valuers undertake zimple valoations with o lower fee. Thel
share of each segment is estimatzd o be as undr: '

Categary of | Number of  Fee [rom
Valuer Valuations Valuations
(%) I e
Individual Pl 10 :
Entity 10 | o |

cwever, the proposed Samework should be agnostic about such segmentation- should neither
ipromote nor discourage either.

Z. There are two models of cnnties deing valuation: (a) As under the extant Rules, whers the cotity
doees valuation, and the valuer in the entin'does net: and (b) As under the Chartered Accounlant Rules,
where both the entity and the members are allowed 1o practise, The participants were equally divided
as to which imodel i betler.

3. All forms of entitiey (companies, LLPs, partnership firms) should be allowed as valuation entities,
A majority of the dircctorspartners shauld be valustion professionals. There was alao a view thar all
or 3, whichever (s less, of the directors /partners should he valuativn professionals, as cureently
provided in the Rules

. Where 2 company is a valuation entity,
{a) it must not be a subsidizy or ave subsiciaries: and
(b} at least 51% of equity rmast he held by registered veluors,

P dpgie
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Markel for |
Walatio
, Education

&, Thera ey be there asser clus: des, &5 presartly provided in the Rules, to sart with. However, cach |
faggel class may enable for specialisution in niche areas also. For example, the asaed cluss land and
buitding may have specialisations forvatry, agricultore, pisciculiure., mining, erc. The stature may

| deficisncies  in
L i ] i §
| modal of valuabon education in

#
enable addition ! deletion of asset classcs depending on need,
How can it be mude more competitive?
[he valuation industry “muast changs if the valuation profession is to conlmue w remain competitive
s pnd authoritative provider of viluaton services 1o the Tdian banking and financing industry™,
How PRig is  market for [How big is market for education®
educanon? What 1= maricet |As wo can expect Growth Rate of phout 20-25% over the coming five yvears, markel for cducstion -I,'I-I:i
potential over (he next 10 professionsl valucrs have very high prospectus. : |
years?  li the  murkel What is market potential over the next 10 years?

competitive? Who are market
players? What are markel
imperfections” Which model of
education - legal, medical.
sccountancy or any other - is
autable fione valuation
education? Should education
and examination He with one
agency?  What  are  the
the  cument

the coumlry?

Very High potential over the next 10 yoars

Is the market competitive?

¥ es it is competitive

Which mudel of education - legal. medical, aceountancy or any other - is suitable for valuation

educatton?

Should education snd cxamination be with vne sgeney?

For transparency in the system education and examination skould be with different agencies.

'Which model of education —legal, medical, accountaney or any other - is suitable for valuation

‘education?

1. The medel of education should be simifar to that of ICAL The Central regulator should preseribe

curricaiom of the courses for Tegisiration as BV and conduct the final examinations of the courses.

2, The courses may he delivered by RVOs.

. The adimission to courses should be allowed through a common competitive entrance examination.,

4. There may bz two kinds of courses for registration as RV:

(2} Top-up Course: An individual with minimum goalification in relevant discipline such as B.E. i
‘ivil Engineering or a professional qualification such as CA may undergo a top-upbeidee course of

itwo years comprising one-year of Classroom and one vear of intensive intermship with a BY,

{b) Complete Course: An individual with a pass in Class X11, may undetgo a Gve-year comprehensivy

course fram recognised places (RVOs and Universitics). This may have two years common course fod

all agsel classes, eighteen-months specialisation in the specific asset class, and eighiesn months of

internsinp with an RY,

5. Hoth the models have a component of super specialisation in a sub-class of assets such as forestry,

[iewellery. arls, mining, st
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t are the deficiencies in the current model of valuation cducation in the country”?
Fer a valuer the range of professional skills reguired my be grouped as follows:

Technical Skills-measurament, caleulations, dats processing, technical reporting
rganisational skills - participation 10 decision-making processes, cross sectional studies,

~Analytical skills — amalysis and choice of options/yariables, setling parametors and their

inl=rpretation,

—Leadership skills -management of people and teams of specialiste, management of information fow |

T'he following are the deficlencies in the eurrent model of valnation education in the country |

I. Wery little is 1aught af gradoation level regardity valuation concept especially in case of real
estate and plant machinery valuers having bachelors in Civil & Mechanical Engmeering.

2. Afler infroduction of MCA act to regulate the valuation profession IBBI has been sppointed to
conduc! examination and give registerad valuer certificate Tt should be noted that a TBET certif-
icate docs not represent & pew gualification but rather the acknowledgement that existing qual-
iications held by the veluer meet several minimum criteria considersd ossential for a valuer
practizing |

3. The current regulator have tried its best to incorporate many of the above range of professional

{ skiills in itz examination syllabws. but it still lacks, some of them such as in case of real estalg

vauntion syllabus, it is silent on how to take proper measuraments especially irtegular shaped

lands, bow 1o check strength and stebility of existing structares, compliance to building bye
| avwrs et % :

Markct for
Ressaich nnd
| Enowledge
Management

. How big is the size of market? [How big is the size of market? '

| How  the market can  be |As & developing nation, the development of various industries is going on al very fast pace, and this
| developed? How to incentivise development is directly or indirectly linked with valoation field in one or the other way. [or
research  and  knowledge éh‘np-ruvcmmt in the valuation field there is lat of scope for research.

managotznl? How soon the How the market can be developed?

extant knowledge would bz Tt can be done by making it a part of cursiculum of respective field at Graduate & post graduate level
redundant? Who does of respective catepory of valuation,

research? Haow to incentivise rescarch and knowledge management?

As i other flelds rescarch is funded both by Govt, Agencies as well industrics | the same procedure
may be adopted in this case also.

How soon the extant knowledge would be redendant?

IlEx!Hnl knowledge could not be redundant if the lnowledge share base is praperly maintained.

- | s
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Vho does rescarch? -
iThe Unaversities and the Central Rewulator should conduct and promote research.

i Can  wvaluztion serviees be
| rendered by anyone? Should
| valuation services be cxclusive
| domain of registersd waluauon
| profussionals™ What valuations
| shoukd  be  mandatorily  be
foonducted by valuers? How
| can competition be prometed if
valuation work 15 rescrved for g
ser of people?

Can valuation servives be rendered by an vone?

Mo, it is a specialised job, it must be rendered by qualificd professionals
Should valuation services be exclusive domuin of registered valuation professionals?

Yes vahetion services be exclusive domaim of registered valuativn professionals

What valuatiens should be mandatorily be conducted by valuers?

The following valvations should mendatonly be condubted by a regristered valuer;

{4 Every valuation required wnder any law in the country; and

{5} Every other vahuation roquired for a decision by Government or a public authority or a financial
institution, by practice, '
Flow can competition be promoded it valuation work Is reserved for a set of people?
It will depend upon knowledge and resources of the valuers. Those who keep on updating their
knanwledge and resources will cectainly wove ahead, Macket furces w decide the worth of profession,

REGULATORY ARCHITECTIURE

F10 | Tvpe of
Rugilation

Does  valeation  peofession
{ require repulations” Should it
be slatutory ragnlation or sclf-
regulation or reguleiad sell-

_| regulations?

Does valwation profession reguire regulutions?

Yes, valuation profession require regulations.

Should it be statutory regulation or self-regulation or repulated self-regolations?
L. It shouid be a mixture of stantory regulater along with regulated sell-repulation.

11 DOme Tier Vs,
Two Tier
Reimulation

Should thers be a  central
regulotor or masy  parallel
i regulators compeling with one
anothar? Should there Be two
tiers of repulaters — many
second-tier regulators
competig with one another,
under the aversight of a central
first-tisr regofator? Should the
Valuation  profession be
regmlated by one-ticr regulalor

{Should there be a central regulater or many parallel regulators competiog with one snother?
There shonld be one central regulator,

hould there be two tivrs of regulaters — many second-tler regulators competing with ong
another, ynder the oversight of a ceniral first-tier regulator?
Yes there ahould two ticrs of regulators — many second-tier regulators competing with one another
under the oversight of a contral irst-tier regulator
Should the Valuation profession be regulated by one-tier repulator as for Advocates or fwo-tier
rigolators as in insolvency profession?
It should be a twe-tier structare, 3 in place comprising TBBI (Central Regulator) and RVOs,

as lor Advocates or bwo-tier |
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regulators as i insolvency

protfession?

(2 | Regulation Ws. | Bhould  work? relaling  to [Sheuld work relating to regulation, development and standards relating valuation professinn be

Develapment regulation, development and [housed together?

Vs, Standards slandurcs  refating  valvacion [Yes regulation und development woesk teliting to remilation, development and standards relating
profession be housed togethet? |valuation profession be housed together and should be vested in first Ger regulator. '

Do regulation and development [Do regulation and development complere or complement each other?

i complets or complement each [Yes regulation and development complete or complement each other,

L other? Do reguletions  and (What should be the scope of regulation and development in terms of markets for valuers,

stendards  compete  or (valuatlom services, valuation education and valuatfon research?

complement cach other? What |The slandards should be set in the manner similar to gecrotarial standards and aee ounting standards,

should  be the scope  of

resulation and development in

terms of madkets for valuers,

valuatiom services,  viluation

educatton  and  valuation

| research? - gt |
13 | Scope of Huw long should be  the [How tang should be the statukory legislation”
Statutory stamiory  legislation?  What Tt should be a continuous legislation,
Legzislation aspects should it cover? How What aspects should It cover?

[

tfien this shonld be amended? The legislation should spell out:
Should it be principle based or {a) the Tole of the Central Regulutor amd its Bovermime: structhire;
rule based? Should it be an ¥h) the role of the RVOs;
incomplete law, 1.e.. should the ) Offences and Penaities, including appeilare mechanizm as umder
legislation be a skeletal one (i} Schedube-A comprising of major Offzaces by the Ceniral Regulator; and
with substantial dependence on [if) Schedule-B: Other Offences w e dealt by BVOs,
suburdinale legislarion? (If an RY has commilied offences inchuded in both Schedule, it will be dealt by the Central Regubator,
() Manner of exercising quasi-legislative, executive and quasi-judicial functicns by the Cenlral
B ceulator and the RWO.

| How often this should be amended? Should it be principle based or rule hased?

£ i1t should be amended os minimiim as possible, may be after 3-5 years, & it should be principle based,
i £ Shonld it be an incomplete law, Le, should the legislation be a skeletal one with substantial
L dependence on subordinate leglslatton?
’ g 'v",l ,-"I"-_)_J_ . i it should be a compl=te Jaw in itse e — i
Er. Bansaj
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education, valuation research -
needs  repulation? What are

: tonls ol regulation? What is the

ride of firsi ter regulasar in
repulation? What 12 the role of
gecond  fier  regulator  in

14 | Malleability of | How to ensure  that r'_hr'EEuw to ensmre that the framework remainsmalleahle?
Framework, framework remaing mulleable? [How shonld it cover any crocrging new asset class?
How should jt cover any |All sssetclasses at present should be added in the frame work, amd new classes in futuse may be added
energing new asset class? How |as & when required.
should it cover wvaluations How should it cover valuations under different laws?
i under different laws? All types of valuation under differcnt laws should be brought under one law may be with dilferent sub
laws.
[ AR T e FUNCTIONS OF FHE REGULATOR i |
15 | Role of Each In case of twotier regulatory [m case of two-tier regulatory structure, what should be the role of the first ter in educm:lnn,:
o structure, what should be the development, stundard setting, research, valuation services?
Regulatiom / role of the first ter in The role of first tier regulator should be set standards of education & research & regulate the valuation
Development of | education, devalopment, services,
Valuers / standard  setting,  rescarch, What should be the role of the seeond ter tn education, development, standard setting, research,
Mariket valuslion  services?  What [valuathon services?
- should be the role of the second |The fole of second tier regulator should be 1o arrange valuation courses, education & rescarch work gs
| aer i education, development, per sendards set by first tier regulator,
standard  setting,  research, [In case of valuation services the role of secand tier should be limiled to making wrrangements 4o that
- valuation scrvices? How each fvaluers adhere w code of conduct & ethies & education,
: such fancticn ean be neatly [How each such function can be neatly sepresated belween two tlers? Or some overlap is
segregeted betwoen two ders? desirable? What are the good areas for uw-rhp and the extent of such averlap? How to avoid
. Or some overlup is dusirabfe? jregolatery gaps?
What wre the gond arcas for |.E-ii'I.JJ. such function can be neaily segragated between two tiers by malting standard sct of rules Fally!
overlap and the extent of such distinguishing the role of buth repulator, Overlapping may to chaos, i
overlap?  How  fo  avoid
regululory gps ! N it
16 | Scope amd What arcas need regulation? What areas need regulatlon? Who - valuers, market for valuation services, valuation education,
CApproaches of | Whe - voluers, merket for valuation research - needs regulation?
. Regulation valwalion  services, valwation WALl areas valugrs, markel for valuation serviees, waliation educstion, valuation research needs

rogulations,

"W hat are tools of regubation? What {5 the role of fivst Her regukator in regulation?

Regigtralion of valuers, contral over secand tier of regulators and ensuring smooth running of for
valuation scrvices, valustion education, valuation reszarch should be the role of first tier tegulator in

regulation

Pape % ﬂﬂ



i first

| repulation? Should
undertake repulation? What is
scope or  exfenl  of oseli-
regulation? Shonld first Her
fepulator and  second tier
rcgulators compere with cach
other  in  tegoletion?  What
should be jurisdiction of the
tier and secopd ticr
regulators?

market

What is the role of second ter regulator in regulation?
Role of sceond tier Valuation services, valuation education, valuation research should be with second
tier regulator in regulation.

Should market undertake regulation?

Yes the market should undertake regalation

What is scopc or extent of self-regulation?

Self —tegulution s 2'zo required along with statuary rq,,;uldl]ums

Should first tier regulator and sccond tier regulators compete with each other In regulution?
Mo Frst tier regulater and second tier regulators should ‘not compete with each other in regulation
What should be jurisdiction of the first tier and second tier repalators?

Registration of valuers, control aver second tier of regulators should be under the jurisdiction of firsy
ier.

Valuation services, valuation ecucation, valuation research should be with second tier regulator n
repulation should be under the Jurisdiction of second fier.

Governance of
Each Tiet

Should regalator — first tier and
second tier - be a slatulory
body, & for-profit company, a
not-lor-profit  company, an
association of persons, or A
sociery?  What  shounld  be
corposiion of Us govemning
body? What should be the
extent of stakeholder
represeniation (8 the governing
body? | o democratic
legiiimacy can he imparied o
the repulator? What should be
net worth and shareholding
requiremienis in case af
coimpunies being regulators!

Should regulator — first tier and second tier - be a statutory hody, n for-profit company, a not
[Inr-profit company, an sssociation of persons, or a society?

First tier regulator should be a statutory body & second tier mavbe anot for profit company

‘hat should be composition of its governing oady?

irst tier regnlacor should be a multi-member body consisting of achairman, some full-time and 3ome
ri-time members appointed by ihe government of India, including some representutives fram second
ier regmlator. »

ond tier repulator may also be a multi-member. hu‘h.- comgisting of a director, some directot and
ome independent director’s s appofaiad by the goveming body ol the regulator.

1 What should be the extent of stakeholder representation in the governing body?

2 How demacratic legitimacy can be imparted to the regulator?

5 What should be net worth wnd sharcholding requirements in case of companics being
regulators?

A per nontgs set up by the aet,

1. As rﬁgan'lﬂ thiz Gm'f:mmg Board of the Central “:E‘u]ﬂtﬂr, there wire bwo views:

(1) The Governing Board should have a Chairperson, a few Whole Time Members and & fowr critent
vitizens as Par-fime Members. It should be supported by an Advisory Commitles comprising of BV
tepresenfing RVOz The Ceoverning Board must mandaterily consider the views / decision of the |
Advisory Commitise, |

i AV
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(b The CGioverning Board should have aﬂuii‘ﬂ&*ﬁ_ﬂm, a few Whole Tirne Members and representatives
of RV0s as Part-time Members. The Cenmal Regulator (Mot Goveming Board) should be supporzad
by an Advisory Committes comprising of RVs representing RVOs.

2. BVOs should be companies registered under section £ of the Cumpame Act, 2003, 1t should have
boerd composition as provided in the Rules, A minimum share capital snd minimum member of RS
should be required for registration as an RVO.
. As per norms of seclion § company., B

Acﬁugﬁ[ahility
of Each Tier

| How 1o hobd a regularor — first
(tier  and  secomnd Her -
aocountabie? What measuares
can  be  used 1o assess
performance of regulator in the
area of development and in the
area of regulation?

Independence af

What are (e ateas 1]'“: fl::.;uia!,ur
- first ter and second ter -
should be independent 1o lake
deciston” What arcas it may not
have full indspendence? How
much conteol Governmemt

repulator end what are the
| means of such conool? How
much control first tier sheuld
have ower the second-tier
regulator amd what are the
means of such control? How to
profect the rmegulstor from

P@:!alﬂr}' capture?

ghonld have over the Srst-tier |

How to hold a regulater — first fier and second tier - a:mnntahle"
The statuary act should include all detoils,

What measures ean be used to assess performance of regulater in the area of development and
in the area of regnlation?
Lettain parametens in the area of development and in the area of regulation should be formuleted and
pg_]fg;nmnce should be measured onthe basis of performaizce of regulaturs in each parameter,
What are the areas the regulator - first tler and second tier - should be independent to take
decision?
First tier should have independent authoricy
[. To appoint second Her regulater & procedure fur their control,
2. To maks valuanon standards
3. To make procedure for registration™of valers,
4, To help in research work.
5. Auny work releted with welfare and smooth running of valuation profession.
Second tier should have independent authority
I. Toarrangs education and training programme for valuers,
2. To help them to per registered with first regalator.
3. To formulate rules and regulations to muke valuers edhiere to code of conduet and ethics as
per valuation standards set up by first repulator.
Any work related with welfare and smooth running of vaheation profession as per conditions
of firat vegulator,

4,

‘What areas it may not have foll independence? How much contrel Government should have over
lhe fi n:t-tier regulater and what are the means of such control?

e
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IJ]-Inw much control first tier should have over the second-tier regulater and what are the means
such control?
irat tier should have complete contral over the sccond-tier regulator
How to protect the regulator from regulaiory capture?
y properly defining the dulies and rights of sach regulator.

’hat should be the sources nl'furu]hig uf regulatgr -first ter and second tier?
rovt. Should fund first tder regulator & second tier regulator be self-finanved through collection of feo

Regulator need Information & artificial intelligence related techuological resources
What should be extent of grant from Government? What shoald be revenue model?
Lovl, should grant all empenses reluied 1o first tier regulator and research work. Fisst tier regulator

Second ter regulator may gererote revenue collection of membership fee. cducation and waining

What areas of development, regulation and standards be gu?i.:i-led by subordinate legishation by

The following development, regalation aud standards be povernsd by subordinate legislalion by first-

20 | Resoureesof | What should be the sources of
cach Ticr funding of regulator -frst Her
and =second tier™ How  to [rom valusr membere,
develop human resources to [How to develop human resources to man regulators?
man regulators? Whes Eind of kind of techoologleal resources does 5 regulalir need?
technological resources docs &
reemlator need. What should be
extent  of  graml Trom
¢ Governiment? What sheuld be [should also generate revenus fom registration & other related work.
b revenue made|?
expenses from valuer members,
21 | Scope and What argss of development,
Manier of regulation and standards  be firsé-tier regulator?
Making governad by sibordinats
| Subordinate legislation by first-tier [tier regulator:
' Legislstion i regulator? What sheuld be the |1, In matters which cavae undue pressure on pa.rlmmnm:y tme
| procedur: for  making |

CEV ot

ay Appiaisers |
Foursadtion RV

subordivate legislation? What
should be the instrument for
subordinate legislation] Best
mactices that may be refered
ton,

In legislation which are wo technical or detailed to be suitshle for parliamentary copsideration
3. to deal with rapidly changing or uncertain sibaations
4. 1 allow for swift action in the esse of an emergency matter.

‘What should be the procedure for making subordinate legisiation?
As per procedure l2id down in principle of drafling a bill,

What should be the instrameni for subordinate legislation?
Best practices that muy be referred o,
L. legislation which are oo technical or detailed to be suitable for par)iamentary consideration
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2, to deal with rap:dl}r changing or unceriain situations

o il

22 | Scope and what should berthe extent and [What should be the extent and methodology of mnlﬂng bye laws by the self-regulatory
Banner of methodology of making bwve [organisation in the two-tier structore?
Making imws by the self-remlatory
Byelaws | organization in the two-tice |Extent of bye laws by first ter repalaor «
structure?  What  areas  of . Related to education and training programme for valuers.
development, regulation and 2. Belated to help them to get registered with ﬁﬁl regulator,
standards be poverned by bye- 3, Related 1o formulate rules and regulations fo make valuers adhere to code of conduct anc!
laws made by the sccond-ticr ethics as per valuation standards set up by first regulator,
regulator? How to factor in the ! 4. Related to any work relared with welfare and smooth running of valuation profession 25 pes
intereats of socicty in making conditions of first regulator,
subordinase legislanons?
iM:thnd::-Eugy- Throueh govt. legizlation after consultation with all stale holders.,
Extent of by laws by sucond tier regulator
f . Related To mrange sducation and training programme for vabuers,
2, Eelated To help them to get registered with first regulater .
3. Related To formuleic rules and reguiations to meke valuers adhere to cods of conduct and
ethics as per valuaton standards set up by first regulator.
4. Related Any work related with welfare and smooth ronming of valnation profession as per
combilions of first repulator. .
Methodology: As per rules setup by first repulator -after consolation with all stake helders
i ‘What areas of development, regmlation and standards be governed by bye-laws made by the
isecond-tier regulator?
Development, regulation and standards Regarding Education. rescarch . adbering to cods of conduct
aid ethics be governed by bye-laws made by the second-lier replatorn.
How to factor in the interests of society in making subordinate legislations?
The interests of sociely should be given (op priority in making suberdinate logislations
' RS
23 | #ibnitoring and | Who should monitor and what Who should monitor and what should be the manner of manitoring the conduct of valuation;
ﬁr‘umemﬁu (should be the mammer of professlonals, market for valuation edwcation and market for valuation services?
/ il | monitoring the conduct of —
Er. Gap Banss
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The second tier should regulate monitar the conduct of valuation professionzls, market for valuation
for waluation cducation and leducation and merket for valuation services,

Whit showld the scope of anthority and manncr of inspection and investization?
If the sceomd tier regulator fails 1o first ter should investigate and imspect the matter &t its owe level,
bz (i Lhie ense s refermred to the court

What are specific roles in monitoring and enforcement by each tier of regulator?
The monitoring and enforcement by each tier of regulator should be limited their arca of functions with
{final authority boing first tisr.

1

[What should be the mechanism for disposal of quasi-judicial fumetions at cach tier of reguhmr*.'f.
As quasi-Jjudicial functions are in the jurisdiction of court it can appoint an arbitrator 1o decids  the

regulator? Who should dispose 'Who should dispose of and the manner of disposal?

An arpifrator appointed by the court having legal & techmeal knowhosw of the case can impeccably
dizpose of the case,

What are the directions that can be given in disposal of a quasi-jedicial matter?

Dirgctiens that can be given in disposal of a quasi-judicial mater is thar adherence to statuacy law
should be maintained along with impeccable satisfaction of boih the parties,

What should be the appellate mechanlsm?

An appelinte should be setup both at first tier regulator and second tier regulator.

[t may be consisting of five {0 seven persons that hears appenls against reports made by commirees
formed to settle disputes brought by the Members. The Appellate Body can uphold, modify or reverse
the findimgslegal findings and conclugions of 8 committee, and Appellate Body Reports, omce adopted,
must be necepted by the parties to the dispute. :

What should be mechanism to handle vrievance of valuers?
1. First the valoer should approach second tier regulator to redress his grievance,
2. Second tier regulator should have proper mechanism to redress the grievance of their members.
3. Betond tier repulator should cheek the authenticity of grievance & try te sorl out problem,
4. Incase his grievance is not redvessed by second tier regulazor he any approach first der regulator
o redress his grievance

regibators?

valuation professionals, market
morket for valugtion services?
What should the scope of
authority and manner  of
inspection and mvestigation?
What are specific roles in
manitoring mnd enforeement by
cich tier of regulator?

24 | Geope and What should he the mechanisin
Manner of fisr disposal of quasi-judicial
Croasi-Judicial | furctions =t cach tier  of casc
Functions

of and the manner of digposal?
What are the directions thet can
be given in disposal of a quasi-
Judicial matter? What should
b the appellats mechanism?

25 | Dealing with What should be mechanism 1o
Chiievances of hindle prievance of valuers?
Valuers .

|
I
| 26 | Desling ﬁq'lh | How should grievance and
| Gncv ‘005 | corzplaints against vakhers be

’Fl‘l'ﬁ' should grievance and complaints against valucrs be handled by firsi-tier and secomd tier]

-
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. handled by first-tier and second

tier repulators?
x

rubcommittes neads to issue Jetters o erming professional valuer m conscnance with RVO and sc

A subcommittee may be formed to look into grievanse and complaints against valuers. T#
rosponse within reasonable time, failing which apprepnate penalties to be mmpesed.

~r

=

|

VALUATION PR e E.E."..ESI ONALS

! Eligribilivy 10 be
2 Vialuer:
Chialification,
Experience,
Entity

L F e

Whe can be a valuer? What
shomld be eligibility for an
incividual to Be o waluesT Whal
gualification and expericnce an
imdividual should have 1o be a
valoer? Shooald ane hewe a

(degree o valuotion? Shoubd

enie have galy top up education
m valuation, afler having a
degres it chpdneeting,
management, fimence  cle?
Who ghold provide
cducation? What should be the
eligibality to e an
organisational  valuer?
many assel classes should be
available? Should a minimeom
and maximum  age  for
practicing of profession e
soecified”?

Howr |

Who can be a valoer? 2
A person registered with stattory first ter regulator after fulfilling sll the requisite quatifications &
experiences and othor roquirements as per wles and regulations,

i

What should he eligibility for an individoal to be a valaer?
Minimun graduation in the tield ot specific agset along with some course/training in the valuation of
his assel class,

What qualification and experience an individual should have to he a valper?

A vahier of vach specitic asset sheuld have a graduation degree n thal particular field with min 3 years'

CRpETIEnce

Showld one have a degree in valuation?

Moo, 3 degree in Valustion is NOT necossary

Should one have enly top up education in valuation, after having a degree in enginesring,
anagement, Bnance etc.?

Yea, one have only top up education in vdluation, after hivdng a degree sn engincerine, mansgement,

finonce e,

Who skould provide edwcatlon?

Second Her reglators should provids education.

What should be the eligibility (o0 be an organisational valuer?

As per gqualification cnteria In company ack.

How many asset clagses should be available?

ATl agsets classes o8 per section 34 AR of wealth tax act 1957

Should a minimum and maximem age for practicdag of profession be specified?

o Lhere should not be any age bar, as it is not in any protessional field all over the world,

28 | Independence 7 How w  held a  walwer How fo hold a valuer accountable For his services?
and / /| accounluble for his services? !Acconntability of v valuor comes from following the code of ethics and any querics raised by 3 court
aﬁ.:m!]ntﬂhﬂ:i;tf;;f’ What should be disclosures by of Lavwr or the financial wslilulivn leoder.
of Valuer) /" | him? _How 1o minimive | - i
Er. Sund al
Managing Do | Page 15 of 20
148

CEW Inipeirai ppraisers
Rowrdadinn BYQ



influence of stekeholders on his
independence’t How should the
lees of & walper be fixed?
Should fee be repulated?

T ease of any miscenduct of valuers a commitiee of valuers should be Tormed te consider the case after

valuer is piven suificient opportunity to prove his innocence before proceeding against the valusr.

What should be disclosures by him?

Wherever necessary valuer should diselose lo (he clienls, possible sources of conflicts of dutics and

interests

[How to minimise influence of stakeholders on his independence?

The influence of stakeholdars on valuer's independence may be minimised by making the valuers
nezing (o code of sthics and code of conduet under proposed valuation standards

w should the fees of a valuer be fixed? Should fee'be regulaied?
1 should be regulated and fixed by the regulator besed dpon quantum and quality of work, and El'n:mld
= revised from time fo time dﬂpr.mdmg uprid prevailing conditions.

s the code of conduct provided under the Eq;ﬁﬁa_ujﬂ {Reglstered Valoers and Valwation) Rulen,é

F’:s. eode of conduct provided under the Compenies (Reastered Valuers and Valuwation) Rules, 2007

[Whe should prescribe such standards? How shounld sech standard be developed and reviewed?
The valuation standards should be developed by staluary suthority and review by involving ail suke

¥eg 1t shomld be a continuous process w rermove anomalies and revicw the standards as per the peed of

islation should provide laws and bye laws reganding standards, various actions required during (he
ndertuking of a valustion assipnment supported by techmcal information and guidancs

es regulator shoald bave major rele in makings standards es he lu Lo implement thess standands. :

= _n p

9 | Code of Is the code of conduct provaded
Comduct and under the Companies 2017 adequate?
Ethis (Regristered Valeers and
 Valvation)  Rules, 2017 pdeqoate
[ adequate? How to cosure that [How to ensure that the code of condwei is Iellewed? How to moniter this?
(the code of conduct i [This Should be the duty of second rier
followed? How to moniles
this?
0 | Scope and Shonld valustion standards be Shouald valuation standards be prﬂcrihiﬁ-?m
| Manner of preseribed?  Whe  should [Yes valuation standards be preseribed
| Making presoribe such standards? How
Valuation should such  standard  be
- Standards developed &rd  reviewed? fholders.
' Sheuld such development be a [Should snch development be g continuous process?
’ comlinuoms  process?  What
should the legislation prowvide fhe industry,
regachng slandords?  Should (What shoald the legislation provide regarding standards?
- | regmlatosr have any wle in
ff .| makings standards?
i shonld regutator have any role in mhiuzs standards?
_l'l B
7
Er. Sundip Bangal,
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E3 Protections for
Withuers

* disclaimers provide? client aid not generated by the valuar

How valuers can be protected [How valuers can be protected for thelr honafide acts?
lor their bovabide sets? Should [Profesgional Lishility Insusance is the only way a Rerd. Valier can seck protection, The Regd. Valuer
protection Flow Irom |can seck Arbilration in case he fiels that he has baen wronged.

regulations or stawe? What [Should protection Now from regulations or statute?

should be the extent of Protection flow from statute, ;

permitted’ digclaimers” How [What should be the extent of permitted disclaimeys?

much ammunity  should [Disclaimer should be only to the extent thal the assumptions ars statements of fact provided by the

How much immunity sheuld disclaimers provide?
Disclaimecs should provide immomity o the exeent o which valuer has no role to play for the
informatien provided in his valuation and he has 1o rely upon the information provided by tae client.

32 | Repuation of
the profeszion

How to budd and protect How to boild and pretect reputation of valuers?

repatation. of valwers? What 1. By making him adkere to code of cthics

facturs to he considered to | 2, Toencourage him continuing profassional schacation

consider & person as ‘[t and What faetors to be considered to consider a person as “fit and proper® for registering a person as
proper” for registering & person valeer?

as valuer? “or determining whether an individoal is a fit and proper person under these rules, the authority may
: account of any relevant consideration, including but tot limdled to the followitg eritetia- (i)
integrity, reputation and character, (i) absence of convictions and restraint arders, and {iii) cottpetence
and financial salveney, |

T
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35 ._ Profession vis-a-
| wis Technology

f
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coarse of time™

How 13 technology influencing [How Is technology Influencing valuation profession?
valuation prafission?  What L. Due to the cuhancement of technology and increasingly fresiy available markes evidence, many

lechnology and how can such | ol the steps in the valuation process - data collection, data unabysis, and data foomatting — are
. technology be used in markets performed by computerised models and the valuation profession is sesing a progiessive shift
Tor valuation services, valuets, towards autoimated processes |

valuston  education  sod (What technology and how can such technology be nsed in markets for valustion services, valuers,
valuation  research?  Will valeation education and valuation research?

technology ¢ machines replace [Valuatlon Services:

valuation  professiomals  in [:'ﬂluuliuu education: Valuation education snd continuous professicnal develapment can be delivered
hrowgh

il Online courses , webinar, seminars, video conferancing sl

11 Online examinetion/esting of valuers may be dane.

]
F
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valuation cducation and valwation rescarch?

Wil technology / machines replace valuation professienals In course of Hme?
Though many works imvolving valuafion may be replaced by technology, human clement will alway
remain there., the role of the valuer would change from ome of information gathering 10 one o
infarmiation arhirer, focussing on marker analysis, accurate value predictions and sigk pricig

34

=

Seape and

Approaches of

Developmear

What i the scops of
developnnant? To what extent i
icludes tobhying?  Thoes it
inglude  advocacy? Does it
include dovelopmont af
merxeis? Does it indlude
edpcation, cohHnuing
profeszional educalion,
examination, development of

etw? How can repulation
facilitate develepment? What is
the role of first tier rexulator in
development? What i the mole
of second fier regulator in
development? Should markat
undertake dm:]apm:ul:"
Should regulator compere with
markel in edvcation?

What is the scope of developmend L
Seope of development is quite higls.

Towhat extent it includes lohbying?

Lobky is notat all required.

(3

Thoes if inclode advocacy? 2

Advocacy is reguired o encourage the stake holders 1o prove their worth for development of valuer’s

profession.
Does it include development of markets?
Ves, Doey it inclode development of markets

curtieulum and study material, etc?
Yes all these arc needed fur development of valuation field.
‘Huw can regulation facilicate development?

lating the field by implementing valuation standards will facilitate development.

¥hat is the role of first ter regulator in developmen? ‘

T'a overall control and regolate the valuatidm field.

What Is the role of second tier regulator in development?

Development of valuation field and (o acl education provider

Should market undertake development?

¥ es market thould undertake development

Should regulator compere with market in education?

Ves for quality education regulaiers providing education should compets with each other,

. cutriculumt and study matenal, lIJues it include education, mlinulng professional education, examination, development of

35

scope and
approsches for
Research

What is the scope af research?
How much of research iz
necessary  for suslehunce of
valuation  profession? Will
market undertake research un
s own? How research can be
Tacilitated  and  encouraped?

What is the scope of esearch?

The regearch in the field of valwation profession facilitate has a lot scope s ws Lo enhance the/

knowledge and understanding of the changing skill profile snd knowledge fields of valuation
ow much of research Is necessary for sustenance of valuatlon profission?
A Lot of research is necded. Undil a few year back, thers was po regulation for the profession. Even

now most of the work being doue #s based om assimptions as very little mthenticated duta which makes
the basis of any valation is available,

Ml Anpraisers

Foustating RVD
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| What is the rele of first tier
regulator in rescarch? What is
the role of second tier regulazor
in reszarch? Showld regulator
compete  wilh  market  in
reacarcht

No marker cun't undertake research on its own | singe it needs a ot of time devotion and finzne
implications
Hew research can be facilitated and encouraged?
It can be facilitated and eacouraged throwyh frst and second tier repulator. To start with some ressarch
should be made compulsory in the training past.
[What is the role of first tier regulutor in research?
First tier regulator in can provide necessany funds throy -Fh Govi, Ageneies for carrying out research. |
What is the role of second ticr regulutor in research?
The role of Scvend tier regulator in research should be & medium between first tior and researcher for
ArmmEing necessary fnds , as well belping the rescarcher by allowing to use their infrastructure for
FegEarch.

hould regulator compete with market in research?

©s for yualify work in ressarch repulator must compete with each other the market in research,

Will market undertake research on its own® D‘

6

TRANSITIONAL MECHANISM

| Phasing: Short |

How stould the toll ous of the

(How should the roll out of the new regulatory framework be phased?

r. Sundee
Pzieacding Di
CEV Integrad
oL datio

! IBEI

Arrangamenhior

first-tier regulator tw come up
and take over the task from
IBBI7? How the work would be
[ transitioned (o the regulator?

Medium / Long | new regulstory framework be |As soon as possible, may be within next financial year,
Term phased” What should be done | What should be done immediately, what should follow and what should be donc in long run?
immediately,  what  should [The setup of new first lier reguleior and second tier regulatoms should be done immeidiately
fellow and what should be dooe [Tt should be followsd by migration of sosting repistered valuer with TBE] automai cally fo the new
in Jong run? regulatory regime & Rules & procodure fof regisiration new enirants, valuation servives, sducation &
training of valuers. '
e — Procedure for Continme Education programme, & rescarch in valuation should be done in long run,
VT Grandfathering | Is there ony need for g Is there any need for grand fathering?
.' fatheting? Who can be grand [Yes, there is need of grandfathering in the valuation profession.
| tathered? What should be the [Who can be grand fafhered?
process of grand fatherng? Reyistered Valuers in the ficld can be srandfather.
{What should be the process of grand fathering?
| " | Re gistered Valers should be enrolled as 1 is in new set of rales without asty additional requirement, |
38 | Transitional | Flow ong it shauld wake for the How long it should take for the first-fier regulator fo come up and (ake over the (ask from THRELY?

w0 to Five yoars.
How the work would be transitioned to the regulator?
In a phased memner, in Two e Five years.
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Shonld existing RVOs be Erhnum existing RVOs be ;atlm-mh'l'.i"l:a-llg—"tr;nﬂﬂun to as second tier regulater? Tty what fime,
ame?

¢4 the existing RYUs be autematically transition to as secend ter regulator, along with wangilion

uligibility norms are stpulated [In case fresh eligibility noyms are stipulated for second tier regulators, how much time should
xisting V(s be provided in comply with the neyw norms.

17 the fresh eligibility nomos are stipulated for sceond tier regulators, they should be given ample time
RVO: be provided to comply [lo comply with new norms , at Teast two 1o five fmancial years
with the new norms, Shovld the [Shauld the number of second tier regulators be capged?
number  of  secomd  ter |The existing second tier regulators be capped continudd with provision to cap further cntry of new

ator with the condition that =l parts of the country are well represented.

39 | Transitional
Acrangzment for | svtomatically trangition to as
RV pecond dor regufati? Ia what
tume  frame? In cese fesh hom IBBI to first regulator.
for secomd tier regulators, how
much time should existing
regulators be capped?
40 | Transitional

Arrangement for
KVs

Should existing  registered [Should existing ra:gihtewd valuers be 3u1:umltlull} be migrated to the new regulatory regime?
valuers be automarically be [The existing registered valuer with IBBL should automaticzlly be migraled to the new regulatory
migrated to the new regulatory regime.& for new entrants registration should be dene ay per new regulations.
repimie? What should they What should they fransiton?

transition? Their registration with [BSL. and ather achievernenls should be mansited.

[Sl:nrlc.up
hrlaua

sLiar

e u

TRAT APPRAISERT FOUNDATION

D Banﬁ'r

m-ﬁ
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Annexure E11

Profession in the
Country

Views of Di J Foundation
sl Issues for Elaboration of the Issne Views
Mo, | deliberation

Al FALUATION PROFESSION =1l

1 | Vision of | What is your vision of the valustion profession, five years, ten years and [The profession of valuer is going to gain furthen
Valuation twenty years hence? Should it be like the profession of Chartered prominence more particularly after the emergence]
Profession Accountant, Doctor, Advocate or any other? of IBBL It should be like CA profession .

2 | Review of | Valuation profession of which country / junisdiction can be a model] for | The requirement for valuation Profession in India
Valuation valuation profession in India? Which particular feature, practice, or |is different from other country nevertheless we
Profession mechanism can be adopted from that junsdiction? Any difficulty in [can adopt practices followed in England and
Internationally | adopting them? Hong Kong,

3 | Review of Other | Which profession can be model for valuation profession in India? Which | CA profession can be a mole model with some
Professions  in | particular feature, practice, or mechanism can be adopted from that | modifications .
the Country profession? Any difficulty in adopting them?

There should not be any difficulty in adopting the
practices of CA profession.

System of regular classes should be there and
these classes must be symbolized like praduate or
post graduste degrees in itself. The new valuer
should undergo internship for | years under
existing registered valuer like Articleship being

— done by CA.

4 | Review of | Valuation profession has long history in India. What are the leamnings / [The valuer profession is yet to make its presence

Valuation lessons of such long expenience for the statutory framework for valuation [felt in prominent manner. Before IBC 2016 | thers

profession? What features from the draft Valuations Professionals Bill,
2008 can be adopted? What features from the Companies (Registered
Valuers and Valuation) Rules, 2017 (“the Rules™ can be adopted?

was no regulation for work performance by
valuers, which has now been covered. Valuation
Profession was working as an unorganised sector.
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| Experience with the Rules so far. What has worked well? What has not
worked well?

The valuer profession should be adopted solely by
the practioner and no other work excepl some
selected assignments should be allowed to be dong
by him except valuation.

The existing rules are appreciable and have created
the needs and importance of cnntinunusl
educational programmes for valuers. At least these
rules must continue,

Further discussions and deliberations will
generate very healthy profession and will be real
contribution to the Economy of India, but
improvement probabilities remains  alwavs.
Academics systems need to be formahsed hke
other professionals.

MARKET FOR VALUATION PROFESSION

Market for | How big is market for valuation services? Is the market competitive? How |1. There are broadly and roughly two market
Valuation can it be made more competitive? What are market imperfections? Who [segments:(a)  valuation  entities  undertake
Services controls price? What are the market segments in terms of asset classes,

users or any other? What are market shares of individual valuers and
organisational valuers? What influences growth of the market? Does the
market need 1o be developed?

complicated valuations with a higher fee; (b)
individual valvers undertake simple wvaluations
with a lower fee. The share of each segment is
estimated to be as under:

Category of | Number of | Fee from

Valuer Valuations Valuations
(%) (%)

Individual o 10

Entity 10 o0

However, the proposed framework should bej

agnostic about such segmentation- should neither
promote nor discourage either,
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2. There are two models of entities doing valuation:
(4) As under the extant Rules, where the entity does|
valuation, and the valuer in the entity does not; and
(b) As under the Chartered Accountant Rules)
where both the entity and the members are allowed
to practise. The participants were equally divided
tas to which moedel is better.

3. All forms of entities (companies, LLPs)
partnership  firms) should be allowed as
valuationentities. A  majority of  ths
directors/partners should be valuation
professionals. There was also a view that all or 3,
whichever is less, of the directors /partners should
be valuation professionals, as currently provided in
the Rules.

. Where & company is a valuation entity,

(&) it must not be a subsidiary or have subsidiaries;
jard

(b) at least 51% of equity must be held by
registered valuers.

5. There may be there asset classes, as presently
provided in the Rules, to start with. However, each
set class may enable for specialisation in niche)
as also. For example, the asset class land and
vilding may have specialisations forestry,
iculture, pisciculture., mining, etc. The statute

¥ enzble addition / deletion of asset classes

epending on need.
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7

Market
Valuers

for

How hig is the market for valuers? What is the market potential over next
10 years? Is the market competiive? How can it be made more
competitive? What are the market segments in terms of asset classes, users
or any other? Does the market need to be developed? What are relative
merifts and demerits of individual valuer and organisational valuer?
Should policy promote one over the other?

Markes
Waluation

Education

for

How big is market for education? What is market potential over the next

10 years? Is the market competitive? Who are market players? What are
market imperfections? Which model of education — legal, medical,
accountancy or any other - is suitable for valuation education? Should
cducation and examination be with one agency? What are the deficiencies
in the current model of valuation education in the country?

arket is ver:.r-big and more than 50,000 valuers|
are required even in present conditions,

gal requirements of the valuation reports arg
nereasing day by day. It has great market potential
ver next 10 years,

Market forces always make the market
automatically competitive.

There is no need presently to develop the market as
it is already developed and need to be regulated
only.

Every valuation cant be done by any individual
wvaluer. Every individual has its own limitation it
terms of infrastructure, resources, subject
expertise, capacity, willingness etc. Hence, largen
valuation assipnments need organisational valuer.

Policy related to individual and organisational
valuers have already been defined in brief clearly.
1. The model of education should be similar to that]
of ICAL The Central regulator should prescribe
cumculum of the courses for registration az RV
fand conduect the final examinations of the courses.

2. The courses may be delivered by [BBI inj
consultation with RVQs .

3. The admission to courses should be allowed
through a common competitive entrance
exanmination,
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. There may be two kinds of courses for
istration as RV

a) Top-up Course:An individual with minimum
qualification in relevant discipline such as B.E. in
Civil Engineering or a professional qualification
such as CA may undergo a top-up/bridge course of
two years comprising one-year of classroom and
one year of intensive internship with a RV,

{b) Complete Course: An individual with & pass in
Class XII, may undergo a five-year comprehensive
course from recognised places (RVOs). This may
have two vears common course for all asset classes,
zighteen-months specialisation in the specific asset|
class, and eighteen months of internship with an
RV.

5. Both the models have a component of supen
specialisation in a sub-class of assets such as
forestry, jewellery, arts, mining, ete.

| Market for

How big is the size of market? How the market can be developed? How JIn the context of Indian Conditions, market for

| Research  and | to incentivise research and knowledge management? How soon the extant research, etc will develop slowly.
Knowledge knowledge would be redundant? Who does research? It can be incentivised by providing free access to
Management common platform of huge data base to be managed
by Universities and the Central Regulator,
Exclusivity Can valuation services be rendered by anyone? Should valuation services [The following valuations should mandatorily be

be exclusive domain of registered valuation professionals? What conducted by a registered valuer:
valuations should be mandatorily be conducted by valuers? How can |(a) Every valuation required under any law in the
competition be promoted if valuation work is reserved for a set of people? [country; and

Pape 5o0f 12

158



e T —r e T

(b} Every other valuation required for a decision by
Government or a8 public authority or a financial
institution, by practice,

G REGULATORY ARCHITECTURE
10 | Type of | Does valuation profession require regulations? Should it be statutory (1. It should be a mixture of statutory regulator
Regulation regulation or self-regulation or regulated self-regulations? long with regulated self-regulation,
2. It should be a two-Her structure, as in place
comprising IBBI (Central Regulator) and RVOs.
Central regulator should be supreme.
3. The standards should be set in the manner
similar to secretarial standards and accounting
standards.
11 | One Tier Vs. | Should there be a central regulator or many parallel regulators competing (It should be a two tier regulation.
Twia Tier | with one another? Should there be two tiers of regulators — many second-
Regulation tier regulators competing with one another, under the oversight of a
central first-tier regulator? Should the Valuation profession be regulated
by one-tier regulator as for Advocates or two-tier regulators as in
insolvency profession? i
12 | Regulation Vs. | Should work relating to regulation, development and standards relating [Development should be with  regulation.
Development valuation profession be housed together? Do regulation and development Regulation should be  standardised  and
V. Standards complete or complement each other? Do regulations and standards development should be aligned with regulation.
compete or complement each other? What should be the scope of |
regulation and development in terms of markets for valuers, valoation
services, valuation education and valuation research?
13 | Scope of | How long should be the statutory legislation? What aspects should it [The legislation should speil out:
Statutory cover? How often this should be amended? Should it be principle based (a) the role of the Central Repulator and ity
Legislation or rule based? Should it be an incomplete law, i.e., should the legislation gnvmann: structure;

be a skeletal one with substantial dependence on subordinate legislation?

e

i(b) the role of the RVOs:
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(c) Offences and Penalties, including appellate
mechanism,as under: '
i} Schedule-A comprising of major Offences by
the Central Regulator; and

{1i) Schedule-B: Other Offences to be dealt by
RV Os.

[f an RV has committed offences included in both
Schedule, it will be dealt by the Central Regulator,
(d) Manner of exercising quasi-legislative,
executive and gquasi-judicial functions by the
Central Fegulator and the RV 0.

How to ensure that the framework remains malleable? How should it
cover any emerging new asset class? How should it cover valuations

By yearly review of the framework should be
cotvducted by peer grouop of valuers and RVOs,
Changes of urgent nature if needed be allowed to
b brought with the authority of board.

FUNCTIONS OF THE REGULATOR

In case of two-tier regulatory strocture, what should be the role of the first
tier in education, development, standard sefting, research, valuation
services? What should be the role of the second tier in education,
development, standard setting, research, valuation services? How each
such funcion can be neatly segregated between two Hers? Or some
overlap is desirable? What are the good areas for overlap and the extent
of such overlap? How to avoid regulatory gaps?

The role of tier 1 i.e. IBBI should be nodal
{uthority for valuation profession .Its role should,
be of administrator,regulator and  continuosly
looking for improving the standard of valuation
{services in line with global standards. It should
promote research, Review and monitor the
RVOsTier 2 :RVOs should follow the puidelines
set by tier 1 . The Rvo should take care of education
and training through directly or tie up with
colleges/universities.[t should act as peer review
authority of wvaluation conducted by registerd
valuers.

What arcas need rtg{:iﬁﬁﬁﬂ‘?-ma:rﬁlum, market for valuation services,
vialuation education, valuation research - needs regulation? What are tools

14 | Malleability of
Framework.

under different laws?

D.

15 | Role of Each
Tier in
Regulation /
Development of
Valuers / Marlket

16 | Scope an
Approaches  of
Regulation

of regulation? What is the role of first tier regulator in regulation? What
15 the role of second tier regulator in regulation? Should market undertake

To give valuation profession a respectability and
acceptance, the present system of registration of
valuer should be continued.Only valuation mad
by registerd valuer should be acceptable by law
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regulation? What is scope or extent of self-regulation? Should first tier
regulator and second tier regulators compete with each other in
regulation? What should be jurisdiction of the first tier and second tier
rerulators?

At praduation level, the valuation should be
available as a subject as per curmiculum fixed by
IBBI

17 | Governance of | Should regulator — first tier and second tier - be a statutory body, a for- | 1. As regards the Governing Board of the Central
Each Tier profit company, a not-for-profit company, an association of persons, or a | Regulator, there were two views:
society? What should be composition of its governing body? What should [(i)) The Govemning Board should have a
be the extent of stakeholder representation in the governing body? How | Chairperson, a few Whole Time Members and a
democratic legittmacy can be imparted to the regulator? What should be | few eminent citizens as Part-time Members, It
nef worth and shareholding requirements in case of companies being | should be supported by an Advisory Committee
regulators? |comprising of RVs representing RVOs. The
Croverming Board must mandatorily consider the
views / decision of the Advisory Committee.
(b) The Goveming Board should have a
]Ehairp-ersﬂn, a few Whole Time Members and
representatives of RVOs as Part-time Members,
The Central Regulator (Not Goveming Board)
should be supported by an Advisory Commiltes
comprising of RVs representing RV Os.
- RVOs should be companies registered under
ction 8 of the Companies Act, 2013, It should
ave board composition as provided in the Rules,
A minimum share capital and minimum number of
"BV should be required for registration as an RVD,
18 | Accountability | How to hold a regulator — first tier and second tier - accountable? What | An internal ombudsman should be appointed at
of Each Tier measures can be used to assess performance of regulator in the area of | RVO as well IBEI to redress the complaints. The
development and in the area of regulation? Board should review the performance of RVOs
and IBBI as regards to the functions relating to
valuation,
19 | Independence of | What are the areas the regulator - first tier and second tier - should be | Tier 1 is over all nodal authority of valuation
Each Tier independent to take decision? What areas it may not have full |vertical for setting up standards research and
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independence? How much control Government should have over the first-
tier regulator and what are the means of such control? How much control
first tier should have over the second-tier regulator and what are the means
of such control? How to protect the regulator from regulatory capture?

regulations Tier 2 should attend work related to
education, peer review of valuations related to
education  ,recommending  authomty  for
membership and recommending authority for
grievances redrassal

20

Resources  of | What should be the sources of funding of regulator -first tier and second | The source of revenue is membership fees and
each Tier tier? How to develop human resources to man regulators? What kind of | training fees for RVOs.

technological resources does a regulator need. What should be extent of

grant from Government? What should be revenue model?

21 | Scope and | What areas of development, r-r.:gulatmn and standards be governed by | We should make a study of similar organisation
Manner of | subordinate legislation by frst-tier regulator? What should be the |in other countries and we can have some guidance
Making procedure for making subordinate legislation? What should be the |of their subordinate legislation.

Subordinate instrument for subordinate legislation? Best practices that may be referred
Legislation to.

22 | Scope and | What should be the extent and methodology of making bye laws by the | We should take help from legal experts.
Manner of | self-regulatory organisation in the two-tier structure? What areas of
Making Byelaws | development, regulation and standards be governed by byve-laws made by

the second-tier regulator? How to factor in the interésts of society in
making subordinate legislations?

23 | Monitoring and | Who should monitor and what should be the manner of monitoring the [The work of valuers should be monitored by RVO

Enforcement conduct of valuation professionals, market for valuation education and [ And RVO's are to be monitored by IBBI.
market for valuation services? What should the scope of authority and | Appellate authority for valuers should be IBBIL
manner of inspection and investigation? What are specific roles in
manitorng and enforcement by each tier of regulator?

24 | Scope and | What should be the mechanism for disposal of quasi-judicial functions at Om the pattern of 1CAl
Manner of | each tier of regulator? Who should dispose of and the manner of disposal?

Duasi-Judicial What are the directions that can be given in disposal of a guasi-judicial
Functions matter? What should be the appellate mechanism?

25 | Dealing  with | What should be mechanism to handle grievance of valuers? On the pattern of ICAI
Grievances  of
Valuers
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26 | Dealing  with | How should grievance and complaints against valuers be handled by first- There should be an internal committes o
Grievances tier and second tier regulators? RVO level and also at IBBI.
apainst Valuers

E. VALUATION PROFESSIONALS

27 | Eligihility to be | Who can be a valuer? What should be eligibility for an individual to be a Ideally there should be degree for valuation
il Valuer: | valuer? Whal qualification and experience an individual should have to profession. Engineers, CA, ICWA, CS and
Qualification, be a valuer? Should one have a degree in valuationT Should one have only MBA and other professionals with
Experience, top up education in valvation, after having a degree in engineering, adequate experience can be permitted to
Entity management, finance ete.? Who should provide education? What should have the valuation profession degree. Max.

be the eligibility to be an organisational valuer? How many asset classes Age of entry should be 35 years, All classes|

should be available? Should a minimum and maximum age for practicing of assets should be open for valuation to

of profession be specified? org. Valuers if valuers having qualification
to evaluate the assets are members.

28 | Independence How to hold & valuer accountable for his services? What should be Accountability  should be there. There
and disclosures by him? How to minimise influence of stakeholders on his should not be any conflict of interest. There

| Accountability | independence? How should the fees of a valuer be fixed? Should fee be should be disclosure to this effect. Fees
| of Valuer regulated? should be as per the value of assets with
| subject to a min. and max.

29 | Code of Conduet | Is the code of conduct provided under the Companies (Registered Valuers At present adequate. On yearly bases if]
and Ethics and Valuation) Rules, 2017 adequate? How to ensure that the code of should be evaluated. There should be al

conduct is followed? How to monitor this? committee at RVO and IBBI level.

30 | Scope and | Should valuation standards be prescnibed? Who should preseribe such Valuation standards should be provided.
Manner of | standards? How should such standard be developed and reviewed? Should The deviation in wvaluation from the
Making such development be a continuous process? What should the legislation standard should be explained by the
Valuation provide regarding standards? Should regulator have any role in makings valuers. Yes regulator should have role in
standards standards? making standards. There should yearly,

. TEVIEWS.

31 | Protections for | How valuers can be protected for their bonafide acts? Should protection

Valuers

flow from regulations or statute? What should be the extent of permitted
disclaimers? How much immunity should disclaimers provide?

RVs should have insurance to protect
against professional liabilities, They should
have protection against actions taken in

good faith,
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32 | Reputation of | How to build and protect reputation of wvaluers? What factors to be The reputation of the valuers can be buili
the profession considered to consider a person as *fit and proper” for registering a person by adhering to the standards and ethics,
as valuer? Delinguencies are 1o be punished stictly.
R DEVELOPMENT OF PROFESSION
33 | Profession vis-a- | How is technology influencing valuation profession? What technology Nil
vis Technology | and how can such technology be used in markets for valuation services,
valuers, valuation education and valuation research? Will technology /
machines replace valuation professionals in course of time?
34 Scope and What 15 the scope of development? To what extent it includes lobbying? Nil I
Approaches of | Does it include advocacy? Does it include development of markets? l'
Development | Does it include education, continuing professional education,
examination, development of curriculum and study material, etc? How
can regulation facilitate development? What is the role of first tier
regulator in development? What is the role of second tier regulator in
development”? Should market undertake development? Should regulator
compete with market in education?
33 Scope and What is the scope of research? How much of research is necessary for Nil
approaches for | sustenance of valuation profession? Will market undertake research on
Research its own? How research can be facilitated and encouraged? What is the
role of first ier regulator in research? What is the role of second tier
repulator in research? Should regulator compete with market in
research?
G. TRANSITIONAL MECHANISM
36 | Phasing: Short/ | How should the roll out of the new regulatory framework be phased? Nil
Medium / Long | What should be done immediately, what should follow and what should
Term be done in long run?
37 | Grandfathering | Is there any need for grand fathering? Who can be grand fathered? What Existing valuers should be grandfathered

should be the process of grand fathering?

subject to meeting certain norms.
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| 38 Transitional How long it should take for the first-tier regulator to come up and take Nil
Amangement for | over the task from IBEI? How the work would be transitioned to the
IBBI | regulator?
30 Transitional Should existing RVOs be automatically transition to as second tier Yes. No. Of 1T Tier regulator should be
Amangement for | regulator? In what time frame? In case fresh eligibility norms are capped.
RVOs stipulated for second tier regulators, how much time should existing
RVOs be provided to comply with the new norms. Should the number of
second tier regulators be capped?
40 |  Transitional | Should existing registered valuers be automatically be migrated to the Yes , automatically
Arrangement for | new regulatory regime? What should they transition?
RVs
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Views Recelved at Roundtable held at Ahmedabad on 26" September, 2019

Names of Members of the Commitice of Experts Present @ MNone.

MNames of CEOs of BVOs Present

l.__':'.lﬂ'tp-ubﬂulh of partec l'FIE.I‘HH
A toal of 23 partscipants were present representing all 3 asset classes [ Approximaie Number: L&R: 5. PEM: 4 and SFA: 12-15],

Representation was maximum from ICAI R

< No Industry representation was noticed.
= Muority of the participants were Registered Valuers, however, 4-5 participanis were Chartered Accountants wha have been undertaking
vitluation and may seek registration under the Rules.

¢ M5, Dharn Shah, Associabion of Certified Vialuators and Analvsts (ACY A RYO)

RVO while members of CEV Integral, 10V, CVSTRA were also present.

F.la bnruiml of the Issue

Views

5L Issues for

No. | deliberation

A

I Wizton ol
Valuation

Profession

Beview of

Waluaton

Profession
Intermationally.

| Review of Other
Professions in
the Country

VALUATION PROFESSION

S e

- What i= vour vision of the valuation profession, five years, ten years and

twenty vears hence? Should it be like the profession of Chanered
Accountant, Doctor, Advocate or any other?

Yaluation profession of which courttry / jurisdiction can be & model for
valugtion profession in India? Which particular leature, practice, or
mechanism can be pdopted from tha jurisdiction? Any difficully in
adopting them?

Mo Spu::.ihl. view ecrged on vision for the|
mrofession.

M views: |

Which pmfcwmn can be model for valustion pm{ﬁsp;:n in India? Which
particulur [eature, practice, or mechanism can be adopted from that
profession? Any difficulty in adopting them?

Medical Profession mn::ri,rd as the peneral choice
of the profezsion with the caveat that the repulation!

wsl ot entirely rest with the professionals, The
eneral view, however, was that it should be
imilarly governed as in case of Doctors where
. ath entry qualification and the examination i

monitored by the Regulatory body. ’I
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4

Review of
{ Vialuntion
Profession in the

Country

lessons of such long experience for the statutory ramework Tor valuation
profession” What features from the deafl Valuations Professionals Bill,
2008 can be adopied? What features from the Companies (Hegistered
Valuers. and Valuation) Rules, 2017 (“the: Rules™) ¢an be adopted?
Experience with the Rules so far. What has worked well? What has not
worked well?

Waluation profession has long history in India. What are the learnings !

Regulation under the Rules was  gencrally
appreciated,

Mo resistance townards regulation was displayed.

However, the house was divided with regard to the!
ced for RVOs [ needs of so muny RVOs. Also,
articipants wanted better role clanty for this level

wanted the same to be better regulated. Mos
{ these views originated from the fees h:ingl|
harged by RVOs and expressed a need to cap the
e,

Participants expressed lack of ﬂllfqlmlﬁfijuiims
opportunity in the market for registered valuers and
wanted the scope 1o be expanded bevond Act and

Creneral view was thit price 15 being diciated by the
cervice users especially because of availability o

A unammpus view emerged with regard to need to
develop  the market, Pamicipanis  expressed
dissatisfaction with regard to the professional
stature of the profession. Some linked this to the
tendency o compete on cost mther then quality ol
assignment and wanted 8 minimum fee to b

B. - = MARKET FOR VALUATION PROFESSION
5 Market for Huow big is market for valuition services? 5 the market competitive” How
Valuation can it be made more competitive? What are market imperfections? Who
Services controls pnce” What are the market segments in terms of assel classes,
| users or any other? What are market shares of individual valuers and Code.
organisational valuers? What influences growth of the market? Does the
market need 10 be developed?
large poel of valuers.
— rescribed [or assignments.
6 | Market for How hig is the market for valuers? What 15 the market potential over next
Yaluers 10 wears? Is the market competitive? How can it be made more

P'.um'cipahi expressed ok of business in the market
considering that the scope of 4 regisiered valuer 1%
restricted to the Act and the Code.

competitive? What sre the market segments in tenms of assel classes, users
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or any other? Does the markel need to be developed? What are relative
merits and demenis of mdividual valuer ind oreamisational valuer?
Should policy promote one over the other?

Need for other assel classes were  expressoed
especially PR and intangibles. An alternate view
that the present 3 asset classes may be considered
15 umbrells classes while sub-classes based on
prescribed  cenification may be considered for
miche valuation areas,

Meed for both individual and organisational valuers
oy ex pressied and wanied market o decide s own
preference without any interference from the
regulator. Majority shareholding of orpanisational
valuers should rest with RV s,

there 15 no good gualiny of course in valuation
presently in India and therefore the same I:ra.'-.L:I]
goid potentil,

For education, model of Medical profession was
considered as o prefemed choice with the regulator
having contral on both education as well as mtr:.'|
CXAMITIATION,

A general view was expressed that the pmﬁassiurli
does not aitroct nesesrch and therefore research
should be undertaken by the regulator. However )
the nature of research being sought was more with)
respect 1o maintumimg a database of compantive
ussipnmmenls inoan aocessible form,

T Markei for How big 15 market for education” What s market potential over the next
Valustion 1) years” 15 the market competitive? Who are market playvers? What are
Education | market imperfections? Which model of edecation - legal, medical,

tocountancy or any other - 1s suitable for valuation education? Should
| education and examination be with one agency? What ore the deficiencics
[ it the current model of valuation education in the country?.
|
| & Market for How big is the size of market? How the market can be developed? How
Research and 10 incentivise research and knowledge munagement? How soon the extant
Knowledge knowledge would be redundant? Whe does research?
Mansgement

9 | Exclusivity Can valuation services be rendered by anyone? Should valuation services

be exclusive domain of registered valuation professionals? What

Participants wanted exclusivity with n:_gard 10 nghl]:
to practice the profession.

Page3of 9

168



[-vnluut:'nns. should be mandatorily be conducted by valuers? low can

competition he promoted 1 valuation work is reserved for a ser of people? |Also, a view emerged that valuers should not he
restricted 1o just the Act and the Code and must hj

a1 common pool from which the service wser group:

may choose rom.

o |

REGUILATORY ARCHITECTURE

il | Typeof
Regulation

Does valuation profession require regulations? Should it be stafutory [Participants welcomed the idea of the professen
regulation or self-regulation or regulated self-regulations? being regulated and regulated  setf-regulation
emerged as the consensus choice. Participants also
expressed  salisfaction with the structure  of
regulntion offered under the Rules and suggested
hat minor modification in the samce shall address

11 | One Tier Vs.

Two Tier |

Regulation

12 | Regulation Vs, |
Developmem
Vs, Standards

- _the need of the prafession. =
Should there be a central reégulator or many parallel regulators compering Regulated  selfregulstion  emerped a5 the
with one another? Should there be two tiers of regulators - many second- sensus choice, however, parlicipants expressed

tier repulators competing with one another, under the eversight of o fhe need for better role clarity hetween the 2 tiers
central first-tier regulator? Should the Valuation profession be regulated Lnd better monitonng of RVOs.

by onetier repulator as for Advocstes or two-tier regulators as in |

insolvency profession? n lier 2 regulator, the house was divided as
apority expressed views that all RVOs should be
e into one organtsation who should then!

indertake the functions of ter 2 regulator. Tha-'

rgument put forward in this favour wis that th
RVOs currently lack capabilities and that there i
S I _ o homogeneity in practice followed by RVOs.
Should work relating to regulation, development and standards relatng [Participant were  vocal  that Regulation  and
valuation profession be housed together? Do regulation and development [Development should be handied by different
complete or complemnent each other? Do regulations and standards flevels.
compete or complement each other? What should be the scope of |
regulation and development in terms of markets for valuers; valuation |
services, viluation education and valuation rescarch?
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Meed ta have indigenous valuation standards was
also expressed moorder 1o have better operational
clarity.

Valuation Standards, education and research
should rest with the central regulasor (tier 1),

| 13

14 | Malinsbility of

Scope of How long should be the statutory lepistation? What aspeets should it
Stalutory cover? How often this should be amended? Should 1t be principle based
Legislation or rule based? Should it be an incomplete law, e, should the legislation

| be a skeletal one with subsiantial dependence on subordinate legisiation”
| How to ensure that the framework remains malleable™ How should it
| Framework. cover any emerging new assel classT How should §t cover valuations
| under differem laws?

1. 55 N
15 | Roleof Each
|

FUNCTIONS OF THE REGULATOR

pi— =

Statute should be flexible and principle based,

Should be reviewed every 3 or 5 years.

No views were expresscd.

In ease of tvo-tier regulatory structure, what should be the role of the first
Tier in fier i education, development, standard setting, research. valuation
Regulation / services? What chould be the role of the second ter in education,
Development of | development, standard setting, research, valuntion services? How each

Central i{::kiuiﬁmr: }i.tgulnwr'_u furction.
Tier 2: Developmental function.

Functions should be clearly demarcated between
fhe Twi tiers and o overlap should ekist,

Mo views were expressed.

Valuers / such function can be noatly segreputed between two ers? Or some
Market overlap is desimble? What are the good arcas for overfap and the exient
of such overlup? How 1o avoid regulatory paps?

16 | Scope and | What areas need reguiation? Who - valuers, market for valuation services,
Approaches of | valuation education, valuation research - newds regulation? Wht are topls
Regulation | of regulation? What is the role of first tier regulator in regulation? What

is the role of second tiér regulator in regulztion? Should market underake

regulation? What is scope or extent of self-regulanon™ Should first tier

regulistor and second tier regulotors compete with cach ather in

regulation? What should be junsdiction of the first tier and second tier
! Ngulﬂtm.: —_ —_ —_

17 | Governance of | Should repulutor - st tier and second tier - be a statutory body, 1 for-
Each Tier | profit company, & not-for-profit company, an association of persons, or &

s Tier 2 regulutor should have some role in
Central Regulator,
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| | society”? What should be composition of its governing body” What should e Hepresentation of other repulators in the
be the extent of stakeholder representation in the governing body? How Governing Board of Central Regulator,
democratic legitimacy can be tmpaned to the regulator? What should be |

| net worth and sharcholding requirements i case of companics being

L regulators? —=
18 Accountability | How 1o hold a regulator - first tier and second tier - accountable? What No views were expressed.
of Each Tier measures can be used 1o assess performance of repulator in the area of

| dievelopment and in the area of regulation?
19 | Independence of | | What are the areas the ri:-gut&tnr - [irst Her and m-ﬂ ter - -.f.hl.mill be Tier 2 should bé under the Ceniral regulator,

Each Tier mdependent 1o take decision? What areas it may not have [ull |
| | mdependence? How much control Government should have over the first- |
tier regulator and what are the means of such control? How much contral
I first tier shoubd have over the second-tier regulator and what are the means | |
| : | of such control? How to protect the regulator from regulatory capture? .
20 | Resoucces of What should be the sources of 1|.1THIII'IL ol n.:gulaﬂ'rr -first tier and second [Two views emerged:
[-ench Tier tier? How to develop human resources to man reguletors? What kind of | a. Only on Grants:
| wechnological resources does a regulator need. What should be extent of Reason: Since regufator is aking forward
grant from Government? What should be revenue model? regulatory function on hehalf of the state, it
should be provided financial support by the
slae,
' b. Both Grants and Fees:
Hevesenr: Girant in the form of initial 1.1:|r|1l.:5
I - aml power to prescribe fees.
| 2] | Scopeand What areas of development, regulation and standards be | gmrtm:l:l I:r}' "'-'u views were exprossed.
' Manner of subordinate legistation by first-tier regulstor? What should be the |
' Making procedure for making subordinate legislation”? What should be the |
Subordinae ingtrument for suberdinaie legislation” Best practices thal may be referred |
| Legislation 1o, 1 N !
22 | Scope and What should be the extent and methodology of makmg bye laws by the No views were c:-:pn:s-sr:d. |
1 Muanner ol self-regulatory organisation in the two-ler sirectore? What sreas ol |
| Making development. regulation and standards be governed by hve-laws made by | |
Byelaws = — =
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the second-tier regulator? How to factor in the interests of society in
making subordinate legmislations?

23 | Monttoning and | Who should monitor and whai should be the manner of moniwring the [No views were expressed.
Enforcement conduct of valuation professionals, market for valuation education and
market for valuation services? ‘What should the scope of authority and
manner of inspection and investigation? What are specific roles in
g I e | monitoring and enforcement by each tier of repulator? || .
24 | Soope and What should be the mechuni=m for disposal of quasi-judicml funclions at [No views were expressed.
Manner of each tier of regulator? Who should dispose of and the manner of dispozal ?
Quasi-Judicial What are the directions that can be given in disposal of a guasi-judicial
4 Funciions mutler? What should be the appellate mechanism™ .
25 | Denling with What should be mechanism to handle grievance of valuers” Should be handied by the Central Repulator in time
Crrievances of houmd manner,
e | Mulvers L . - 1
| 26 | Desling with How should gnevance and complaintz against valuers be landied by fesee (Should be handied by the Centril Repulstor in time
Cirievances tier and second ther regulators? hound manner,
Agminst Valuers |
~ e ol e ] —_
| E. FALUATION PROFESSIONALS
27 Ehgibility tobe | Who can be o valuver? What should be eligibility tor an individual 10 be 2 [Annexure IV of the Rules adeguately lays down the
a Valuer; valoer? What qualilication and experience an individual should have to jeligible qualification,  however,  minimum
{ualification, bea valuer? Should one have a degree in valuation? Should one have endy jexperience should be atleast 10 yéars for cach asset]
Experience, top up education in valuation, after having a degree in engineenng, klass.
Entity management, finance ¢ic.? Who should provide education? What should
be the eligihility o be an organizational valuer? How many asset classes
should be available? Should 8 minimum and maximum age for practicing
L of profession be specified? == —
| 28 | Independence How 10 hold a valuer accountable for his serviees? What should be [No views were expressed.
g disclosures by him? How to minimise nfluence of stakeholders on s
Accountability independence” How should the fees of a valuer be fised? Should fee be
! of Valuer regulated?
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Code [Conduct under the Rules is adequate.

Mo views were exprossed,

Judgement on whether an act is bona fide or n-ut
should be decided by Tier 2 regulator.

Rule with regard to “Fit and Proper’, as prescribed
under the Rules, s adeguate.

My Views were exprossed

Mo views were expressed

29 | Code of 15 the code of conduct provided under the Companies (Registered Valuers
Conduct and ard Viluation) Rules, 2007 adequoete? How 1o ensure that the code of
Ethics conduct i followed? |ow 1o monitor this?

3 | Scope and Shouold valuation standarcds bi prl'_',cnhud* Who should prescribe such
Manner of standurds? How should such standard be developed and reviewed? Should
Making such development be a continuous process? What should the legislaton
Valuation provide regarding standards? Should regulator have any role in mekmgs
Standurds | stndands?

31 | Protections [or | How valuers can be protected fior their bonafide acts? Should protection
Valwers Now from regulations or statute? What should be the extent of permitied

disclaimers? How much immunity should disclamers provide?

32 | Reputation of How 10 build and protect reputation of valuers” What factors to be
the profession | considered 1o consider a person as ‘fit and proper” for regisiening a person

s viluer?
e == : DEF’EL{?PMEWGFFR{?FEWEH
[ 33 | Profession vis-g- | How s te Lhunlngg.r :n[luh..ru:_ln;, varluation ]:lml'-:hm::ln" Wihnt technology
vis Technology | and how can such technology be used in markels for valuation services,
valuers, valusbion education and valuation researfch? Will technology /

. machines replace valuation professionals in coutse of time?

| Scope and What is the scope of development? To what extent 1t includes labbymg?
Approaches of | Does iLinclude advocacy? Does 1t inolude development of markets? Does

| | Development it include education, continuing professional education, examination,
development of cumoulom and study material, ete? How can regulaion
facilitnte development? What is the mole of (st ber repgulator in
development? What is the role of second tier regulator i development?
| Should market undertake development? Should regulator compete with
- market in education?

35 | Scope and Wihiat is the scope of rescarch? How much of research 15 necessary for
approaches for | sustenance of valuation profession? Will market undertzke research on its
Kesearch awn? How rescarch can be Facilitated and encouraged? What @5 the role

Mo views were expressed,
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of first tier regulator in research? What is the role of second tier regulator
in research? Should regulator compete with market in research?

Vitluers should Be graded based on experience,

G. TRANSITIONAL MECHANISM N -]
36 | Phasing: Short/ | How should the roll out of the new repulstory framework be phased? No views were expressed,
Medium / Long | What should be done immedutely, what should follow end what should -
Term be done in long run? |
37 | Grandfathering | Is there any nead for geand. fathering® Who can be grand fathered?” What |No views were expresscd.
should be the process of prand fatbering?
3% | Transitional How lomg it should take for the first-tier regulator 10 come up and ake No views were expressed,
Arrangement for | over the task from [BBI? How the work would be transitioned 1o the
[T regulator?

39 | Trunsitional Should existing RVOs be automutically transition 1o as second ter s RVOs should be consolidated as one and
| Armangement for regulator?  In what time frame? In case fresh eligibility nonms are eligibility norms for RVOs should hl.'l
LRV stipulated for second tier regulstors, bow much time should existing reviewed,

RVOs be provided to comply with thi new norms. Should the number of & Number of BVOs should be limited. |
secomd tier regulators be capped? s Free movement of members amongst
RVOs should be fucilitated.
40 | Transitional Should existing registered valuers be automatically be migrated fo the Automatic transition of RVs under new regulatory
Amangement for | new regulatory regime? What should theéy transition™ ’rq;:mu: should be prescnbed. |
RV .
H. | - ANYOTHER VIEWS /SUGGESTIONS 1
41. = Mimimum fees for valuation assignment should be prescribed. ‘
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Annexure F3

Views Received at Roundtable held at Chennai on 28" September, 2019

Names of Members of the Committee of Experts Present - Mr. B. Sriram

sames o CEOs of RVOs Present Mr. Amin Shaikh, IV EVO

Parllcipanis:

Roundighle was attended by about 55-60 participants and included EVS in all asset classes (majority from SEA category) Members of TCAI
RVO, IV RVO, PYALRVO, CEV integral and IOV RVO were present along with other visluers. -

SL lssues for  Elaboration of the Issue Views |
Ne.  deliberation PRI | S N .i
A | L ~ VALUATION PROFESSION = |
| Vision of Whiat is your vision of the valuation prolession, five years, lon years ared o views,
| Valuation twenty years hence? Should it be like the profession of Chartered |
| Profession | Accountant, Doctor, Advocate or any othert? . = !
|2 | Review of 'I Valuation profession of which country / jurisdiction can be a model for Mo views, '
Valuation | vuluation profession in India? Which particular feature, practice, or |
Prrofession mechanism can be adopted from that jurisdiction? Any difficulty
! lnternationally | adopiing them? = e |
3 Review of Other | Which profession can be model for valuation profession in India? Which N VIEWS,
Professions in | particular feature, practice, or mechamsm can be adopted from that
| the Country profession” Any difficulty in adopting them? 2 L ) =—ss
4 | Revicw of - Valuation profession hus lomg Ristory in India, What are the Jearmngs / | o Constitaents of assel class needs Turther
Valuation lessoms of sueh lang expericnce for the statutory framework for valuation clarity.
Profession in the | profession? What features from the drafl Valuations Professionals Bill, | « - Both full time and pant time degrees should be
Country 200% can be adopted? What features from the Companies (Registered accepted.
Valuers and Valuation) Rules, 2017 (“the Rules”) can be adopted? | o Prescribed expenence inadequate.
Experience with the Rules so far. What has worked well? What has n0l | & Anticleship may be considered.
worked well? » M.Val degree should be accepted only is
SO B graduation is in specified discipline.
B i ~ MARKET FOR VALUATION PROFESSION _
§ | Market for How big is market for saluation services? |s the market competitive? How | & Limited work exists, Sole practice noi
Valuation can it be made more competitive? What are market imperfections? Who feasible.
Services controls price? What are the market segments in terms of assel classes, | |
Pagelof?
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users or any other? Whit are market shares of individual valuers and
organisational valuers? What influences growth of the market? Docs the

N - | market need o be developed? =4
fr Muarket for " Hiow hig is the market for valuers? What is the market potential over next No views
Valuers 1) vears? Is the marcel competitive? How can it be made more
competitive? What are the market segrtiefis in terms ol asset classes, users
or any other? Doss the market need o be developed? What are relutive
merits and demerits of individual valoer and organisational valuer?
= | Should policy promole one over the ather? _
7 Market for How big is market for education? What is market potential over the next No views.
Valuation 10 years? Is the market competitive? Who are market players? What are
Education markel imperfections? Which model of education - legal, medical,
accountancy of any other - is suitable for valuation education? Should
education and examination be with one agency? What are the deficiencies
| in the current model of valuation education in the country?. - . .
8 | Market for How big is the size of market? How the market can be developed? How RWVOs should initiste research and create database
Research and | 1o incentivise research and knowledie management? How soon the extant of reports creation for the henefit of members.
Knowledge knowledge would be redundant? Who does research?
Management | ) )
9 Exclusivity - 1n valustion services be rendered by anvone” Should valuation services [Practice ol  valuahon should be exclusively
| be exclusive domain of registered valuation professionals? What imandated 10 registered viluers.
valuations should be mandatorily be conducted by valuers? How can
competition be promoted if valuation work 15 reserved for a setof people?
C. REGULATORY ARCHITECTURE =1
10 | Typeol | Does valuation profession require regulations? Should it be statutory | e 2 tfier regulatory  structure was  proposed
Regulation | regulation or self-regulation or regulated self-regulations™ wherein RVOs should be merged as oneg
entity. This entity should then undentake role
ol tier 2 regulator.
Papge 2 of 7
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11

12

Onc T'uzr:"s
Twer Ther
Regulation

Should there be & central nEgLﬂ:ﬂ {1 O TNy pnrﬁlr_:gulamrs competing
with one another? Should there be two ters of regulators - many second-
tier regulators competng with one another, under the oversight of a

cetimral first-tier regulstor? Should the Valuation profession be regulated |
by onc-ticr regulator s for Advocates or wo-tier egulators. a5 i |

P:egulat'mn Ve,
Development
Ve, Standards

= Registration may be undertaken by Ber 2|
regulator with its conduct being monitored by
central regulator.

l_hlu views.

Should work relating to regulation, development and standards refating
waluation profession be housed together? Do regulation and developmenit
complete of complement each other? Do regulations and standards
compete or complement each other? What should be the scope of
regulation and development in terms of markets for valuers, valuation
services, valation education and valuation research?

N WIEWsL

3 Scopeol How long should be the statutory legislation? What aspects should it Principle based regulation was propose.
Ststutory cover? How often this should he amended? Should it be principle based
- - Legistation ar rule based? Should it be an incomplete law, i.c., should the legislation
| | - “he a skeletal one with substantial dependence on subordinate legislation? | = ,
14 | Malleability of | How to ensure that the {ramework remains malleable? How should it No views,
¢ Pramework cover any emerging new asset class? How should it cover valuations
under different laws?
D. | FUNCTIONS OF THE REGULATOR |
15 | Roleof Each In case of two-tier regulatory structure, what should be the role of the first |« Role of each regulator should be clarified with|
Tier in tier in education, development, standard setting, research, valuation ne overlapping function
Repulation / services? What should be the role of the sceend tier n education, |« [ndustry specific courses should be developed.
Development of | development, standard setting, reseurch, valuation services? How each
Valuers / such fusction can be neatly segregated between two tiers? Or some
Market overlap is desirable? What sre the goed areas for overlap and the extent

| of such overlap? How o avoid regulatory paps?

Page 3 of 7
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| 16 | Scope and Whar sreas need regulation” Wha - valuers, market for valuation services, [Noviews,
Approaches of | valuation education, valuation research - needs regulation” What are tools
Regulation of regulation” What is ihe role o first tier regulatos im regulation? Wha
is the role of second tier regulator in regulation? Should markes undertake
regulation” What is scope or exient of selforepulation? Showld frst tier
regulator and second fier repulators compeis with each other in .
vegulation” What should be junsdiction of the first tier and second ter |
| regulators? . . ’ :
17 | Governanceof | Should regulator — first tier und second tier - be a statutary hixdy, & Tor- [No views.
Each Tier profit company, a not-for-prolit company, an association of persons, ora |
society? What should be composition of its poverning body? What should
' be the cxtent of stakeholder representation in the governing body” How
demoeratic legitimacy can be imparted to the regulator? What should be
et worth and shareholding requirements in case of companies being
| regulators? . j
18 | Accountability | How 10 hold a regulator — first tier and second tier - accouniable? What No views,
| of Each Tier measures can be used 1o assess performance of reguliator in the area of
- I development and in the area of regulation? - LE
19 | Independence of | What are the areas the regulator - first tier and second tier - should be No views.
Each Tier independent to take decision? What areas it may nat have full
independence? How much control Govermment should have over the first-
tier regulator and what are the means of such control? How much control
first tier should have over the second-tier reguiator and what are the means
af such control? How to pratect the regulator from regulatory capture?
20 | Resources of What should be the sources of funding of regulutor -first tier and second (Tier 1: Grants
cach Tier tier? How e develop human resources o man regulators? What kind of [Tier 2: Fees.
technological resources does a regulator need, What should be extent of
g - | grant from Government? What should be revenue model? |
21 | Scope and | What areas of development. regulation and standards be governed by Mo views.
Manner of subordinate legislation by first-tier regulator? Wha should be the
Making procedure_for making subordinate legishation”? What should be the |

Page 4ol 7
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| Grievances of

| Subordinate | instrument for subordinate legislation? Best practices that may be referred
Legislation T,
22 | Scope and What should be the externt and methodology of making bye laws by the [No ViEws,
Manner of selfregulatory organisstion in the two-tier structure? Whiat sreas of
Making development, regulation and stundards be governed by bye-laws made by
Byelaws the second-tier repulator? How 1o factor m the inlerests of society in
b | making subordinate legislations? — S
23 | Momitormg and | Wha should monitor and what should be the manner of monitoring the | »  Central regulator should undertake the sune.
Enforcement | eomduct of valuation professionals, market for valudtion education and | « Tier 2 should review and scrutinise before
 markel for valuation services? What should the scope of autherity and Central regitlator
marmer of inspection and investigation? What are specific roles m
| monitoring and enforcement by gach tier of regulmior? - -
24 | Scope and What should be the mechanism for disposal of quasi-judicial functions al [No views.
| Manner of ench tier of regulator? Who should dispose of ind the manner of disposal?
| Quiasi-Judicink What are the directions that can be given in disposal of a quasi-yudicial
Functions | matter? What should be the appeliate mechanism? _  os—
25 | Dealing with What should be mechanism to handle grievance of valuers? o Grievances of and against valuer should be

handled by Central regulator.

Valoers « Tier 2 should review and scrutinise belore
Central regulator zcis on the same.
s  Frivolous complaints should be filtered firsy
and not placed before the Central regulator as
sl = the same will limit regulatory capacity. |
26 | Dealing with How should grievance and complaints againgt valuery be handled by first- [Same as point no. 25,
Gricvances tier and second tier regulators?
against Valuers e =
E. = VALUATION PROFESSIONALS
27 | Eligibility to be [ Who can be a valuer? What should be eligibility for an individual fo bea | » - Minimum experience should be increased.

i Valier
Qualification,

valuer? What qualification and experience an individunl should have to
b  vatuer? Should one have a degree in valustion”? Should one have only

wop up education in valuation, after having a degree in enginecring, |

s Expericnce in valuation of o particular asset
¢lass should be assessed.
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29

31'}

31

(32

3

_I__ .

Experience,
Entity

be the eligibility to be an organisutional viluer? How many asset classes
should be available? Should & mnimurn and maximum age for practicing
of profession be specilied?

Independence
el
Accourabiiity
Lol Valuer

Cosde of
Conduct and

Ethies

How 10 hold o valuer accountuble for his services? What should be Minimum

independence? How should the fees of a valuer be fixed? Should fee be
| regulated?

and Valuation) Rules, 2017 adequate? How to ensure that the code ol |
conduct is followed? How o manitor this?

Il|.|:nn|1r: pnad
| Manner af
Muaking

Yalustion

Standards

Protections for
Yaluers

"ﬁ'.cpulaa o t'llT
the profession

Should valuation standards be prescribed? Who should prescribe such Ne views.
standards? How should such standard be developed and reviewed? Should
such development be a continuous process” What should the legistation

provide reparding standards? Should regulator have any role in makings |
jtandards'-"
How valuers can be protected for their honafide acts? Should protection
fAow from regulations or statute? What should be the extent of permitted
disclaimers? How much immunity should disclaimers provide® !
How to build and protect reputation of valuers? What factors to be
considered to consider a persen as *[it and proper” for registering a person
a8 valuer?

0 VETW S

’I"-fu VICWS,

disclosures by him? How to minimise influence of stakeholders on his monitonesd,

management, finance ele.? Who should provide education” What should | = Both individual and valuation firms are
required.

fees

Is the code of conduct provided under the Companies (Registered Vasluers ﬁéu_views.

should be prescnibed

| Profession vis-a-
vis Technology

DE VELOPMENT oFr fRﬂFEE.WﬂN 3
How is iechnology intluencing valuation profiession? ‘What Iechm:llngj..- fﬁlﬂ Views.
and how can such technology be used in markets for valuation services,
viluers, valuation education and valumion research? Will technology /
machines replace valuation professionals in course of time?

Seope and
Approeches of
Development

What is the scope of development? To what exient it includes Juhhy:ng"' -lhlq:- ViEws.
Does it include advocacy? [es 1 include development of markets? Does

it include education, contimuing professional education, examination,
development of curriculum and study material, ete” How can regulation
|t'ucﬂ1m1e developmeni? What is the mle of first ter repulator n

.......
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development? What is the role of second tier rcmllawr_in l:lrr.!t':]upmmt'!;
Sheuld market underiake development? Should regulator compete with
market in educabion?

35 | Scope and What is the scope of research? How much of research 1s necessary for RVOs should nitiate research wark,
approgehes for | sustenance of valustion profession™ Will market underizke reseanch on iis
Research own? How rescarch can be facilitated and encouraged? What is the role
of first tier regulator in research? What 15 the role of second tier regulator
=] | in research? Should regululor compete with market in resesnreh?
G. TRANSITIONAL MECHANISM
3 | Phasing: Short /| How should the moll out of the new regulatory Framework be phased? Roll out should be pradual so as 1o avoid
Medun / Long | What should be done immediately, what should follow and what should disruption.
Term be done in long run? )
17 | Grandfathering | 15 there any need for grand fsih{::mg" Wha can be grind fathered? What [No views.
" should be the process of grand fathering? R
38 | Transitional How |ﬂﬂ1! it should 1ake for the frst-tier regulator 1o come up and ke BBI may continue to discharge its functions uniil
Arrangement for | over the task from [BBI? How the werk would be transitioned to the a new Authority is identified. l
__|mBBl | regulator? 2 ) |
19 | Transitional Should existing RVOs be suomatically transition 10 as second tier ”~«in views,
Armangement for | regulator? In what tme frame? In case fresh eligbility norms are
RV stipulated for sccond ter regulators, how much time should existng
RVOs be provided to comply with the new norms. Should the number of
. second tier regulators be capped?
40 | Transitonal Should existing registéred valuers be mutomatically be migrated to the (ALl RVs should be antomatically taken with the
Arrangement for | new regulatory regime? What should they transition’? .ifulu;l of the new regulator.
BVs= |
H. ANY OTHER VIEWS / SUGGESTIONS
41. | Marketing of service by R¥s and RVOs should be restricted.
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Views Received at Roundtable held at Chandigarh on 3™ October, 2019

Names of Members of the Commitice of Experts Present  © Mr. Balwinder Smgh. President, 1CMAI

Names ol CEOs of RVOs Present ; Mr. Sundeep Hansal, CEV Integral RVO

Composition of participinis
A total of about 30 participants were present representing all 3 asset classes; majority being L&B and P&M. [Approximate Number:
L&B: 25; P&M: 10 and SFA; 5],
Maximum representation was from CEV Integral while members of 1IUMAL RVO and 1OV were also presenl
About 10 participants were FICCI representatives constituting of officials of Banks, Educational mstitute, industry elc.

5L Issues for Eluboration of the Issue ' Views
No. | deliberation e e ] i
R S - = VALUATION PROFESSION
[ ] Viston of Whart i your vision of the valuation profession, five years, ten vears and No Views.
| Valuation twenty vears hence? Showid it be hke the profession of Chariered |
Profession | Accountant, Doctor, Advocale or any other!
2 Review of Valuation profession of which country / jurisdiction cin be a model for No Views.
Valuation valuation profession in India? Which particular feature, practice, or |
Profession mechinism can be adopted from that jurisdiction? Any dilficulty in

Internanonally adopting them?

3 Review of Other | Which profession can be mode! for valuation pro fession n India? Which No Views.
Professions in particular feature, practice, or mechanism can be adopled from (i |
the Country profession? Any difficulty in adopting them?

4 Review of Valuation profession has long hisiory in India. What are the leamings / (& Expressed satisfaction with the regulatory
Valustion lesgons af such long experience for the statutory framework for valuation | framework  provided under the Rules,
Profession in the | profession? What features from the draft Valuations Professionals Bill, | however, need for Valuation Standards was
Couniry 2008 can be sdopted? What features from the Companes (Regesiered expressed.

Valuers and Valuation) Rules, 2017 (“the Rules™) can be adopted? o Also, prescribed vears of experience
| Experience with the Rules so far, What has worked well? What has not considered low and should be minimum |
worked well? |
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vears in line with simalar provision whi-r:h|

MARKET FOR VALUATION PROFESSION

Market for
Valuation
Lervices

lEI_T =
|

How hig is market for valuation services? 1s the market competitive? How |«
can it be made more competitive? What are market imperfections? Who |«
comtrols price? What are the market segments in terms of asset classes, |
users ar any other? What are market shares of individual valuers and |
organisational valuers? What influences growth of the market? Docs the i..
market need 1o be developed? |
lo

i & | Market for
Yaluers

How hig is the market for valuors? What is the market potential over nest | e
10 years? Is the market competitive” How can it be made more
competitive? What are the market segments in terms of asset classes, users
ar any other? Pocs the market need to be developed? What are relative
merits and dements of individual valuer and orgamisational valwer?
Should palicy promote one over the ather?
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existed under Wealth x, |
Limﬂd WOTE EX1815. |
|

Competition 14 not Fair and fee undercutting i i)
aften resorted to by valueers in order to sm:urt!
business. |
User of services dictates price,

Compensation  procedure 15 not  uniform
ampngst Banks / Fls.

Need to prescribe minimum fees for valuation
assignment and o mechanism to momitor the
slme.

Both individual and institntional valuers are
required considering range of services.
Profession needs to be berter regulated in ::utln:r
i be developed, .
Scope for wvaluers is large but muliple
eligthility nomms by various service user
groups  (for example, merchant hankr:rsi
underiaking valuation, registered valuer under|
the Rule, valuer under Wealth tax ete.) leads (o
insdequate flow of wirk,

No views on adequacy of existing gsset
clusses.

In order to develop the market, there should be
only one defimtion of valeers and different
statute ! regulators must not provide thewr pwn
norms for valuers,




How big 15 market for education? What 1s market potential over the next
|0 wears™ Is the market competitive? Who ste market players? What are
markel imperfections? Which model of education - legal, medical,
aceountancy or any other - is suitable for valuation edecation’ Should

| education ind examination be with one agency? What are the deficiencies
in the cuwrent model of valuation education in the country”

How big is the size of market? How the market can be developed? How
to incentivise research and knowledge management? How soon the exiant
knowledge would be redundant? Who does research?

Present educational avenues in valuation
nof address the needs of the market.

Masters in Valustion, the only valuati
related course, permils entry to l'mn-ll:n:.l'rni.:u.li
applicants  which compromises with  the
quality of professionals.
Mol many  umiversitics
valuation related education.
Repulntor showld prescnbe entry norms J'-|.r|‘I
educational courses 1 line with the eniry
nomns for the profession (similar to Rules). |

! colleges uil'r:lll

Regu]nh:r ‘should underiake research as the field
does not attract research,

Can valuation services be rendered by anvone? Should valuation services

be exclusive domain of registered valuation professionals” What |«

valuations should be mandatorily be conducted by valuers? How can
competition be promoted if valuation work is reserved for a set of people?

Exclusivity of practice should he provided.
Valuer should be one ¢lass of profession whﬂ_:
should he eligible to undertake valuation for
any user / regulstor without I.T!IEII:FH::]'.I‘d.l:]‘!E:
empanelment norms of euch wser / cepulstor
Soch wvalver may be addressed as 'Lmenmi,

Valuer',

REGULATORY ARCHITECTURE

7 Belarker for
Valuation
Fducation

K Muarket for
Research and
Knowledge

- Management ,
f g Exclusivity
|
|
|
!

.

10 | Type of

| Regulation

17 | e Ter Vs,

Twis Ther
Regulation

| [does valuation prolession require regulations? Should i1 be statuiory
| regulation or self-regulation or regulated self-regulations?
Should there he i central regulator or many parallel regulators competing
wilh aneanether? Should there be two tiers of repulsiors - muany secand-
| ther regulators competing with one another, under the oversight of a
central first-tier regulator? Should the Valuation profession be regulated
by one-tier regulator as for Advocates or fwo-tier repulators as in
insolvency profession?
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wrivate pariicipation.

ulator should be a BOVETITIENL Eudy with o

I tier system.

Should be a central regulator with presence in
cach state and overseen by a central office
Private bodies as frontline regulators do not
beneiit the profession,




12

Regulation Vs
Development

Should work relating to regulabon, development and standards II:FLIHE l.

villuation profession be housed ogether? Do regulation and development

Hoth mgﬁﬁf’tun and development should be
handled by 4 central regulator {with oo privan

Ya. Blamdands compiete or complement each other? Do rogulations and siandards peLrticipation)
compete or complement exch other? What should be the scope of je  Valuastion standards should be notfied for
rn.gul:r:inn pnd development in terms of markets for valuers, valuation developing the profession.
L | services, valuation edication and valuation research? | o _ Rt
13 | Scope of How long should be the statutory legislation? What IIh.]'.I'.'.EL"-’r should it |« Prnciple based  regulation  for bemng
Statutory cover? How often this should be amended? Should it be principle based responsiveness o the changing dynamics of
Lepislation or mule based? Should it be an mcomplete law. Le., should the legislation the profession.
be a skeletal one with substantial dependence on subordinate legisiation” | & Subordinate legislation should address the!
needs of the profession within the laid
L Wl W TS T guidelines. |
| 14 | Malleabilny of  How 1o ensure that the framework remuuns malleable? How should it e Penodic review should be undertaken every 5
Framewnrlk, cover any emerging new assel class” How should it cover valuations VElTS,
under different laws? = Mo views on the rest,
= =l ~ FUNCTIONS OF THE REGULATOR
| 15 | Role of Each I cusie of two-tier 1 rﬁglﬂﬂmr}-’ strueture, what should be the role of the first & A gentral regulator was proposed and hence
Tier tier in education, development, standard setfing, research, valuation @il functions {regulatory and
|R:gulu1[un / services? What should be the role of the second ter in education, developmental) o be undertaken by the
| Developmen of - development, standard seting, reseirch, valuaiion services? How each central regulator.
Waluers |/ such function can be peatly segregated between two fiers? Or Some o State level office of Central repulator may!
Market overlap is desirgble? What are the pood areas for overlap and the extent be comsidered.
- ) _of such overlap? How to avoud regulstory gaps? .
i6 | Scope and | What areas need regulation? Who - valuers, market for valuation services, [No views,
Approaches of | valuation education, valuation research - needs regulanion? What are tools
Regulation of regolation? What is the role of first tier répulator in regulation? What

15 the role of second trer cegulator in repulation? Should market underiake
regulition? What is scope or extent of selfregulanon? Should first tier
regulator and second tier regulstors compete with each other in
regulation? What should be jurisdiction of the first tier and second tier
repulators?
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making subordinate legislations?
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17 | Govermance of Should regulator - first ter and second tier - be a statutory body, a for- Mo views.
Each Tier profit company, 2 not-lor-profit company, an association of persons, or a
sociely? What should be composition of its governing body? What should
| be the extent of stakeholder representation in the governing body? How
democratic legitimacy can be imparted 1o the regulater? Whist should be
net worth and shareholding requirements m case of compames being
regulators? = L
18 | Accountability | How to hold a regulator - first tier and second tier - accountable” What [No views.
of Each Tier measures can be used 10 assess performance of regulator in the aren of
development and in the area of regulation? -
19 Independence of | What are the aress the régulator - Brst tier and second ter - should be MNo views.
Lach Tier independent 10 take decision? Whal areas it may not have full
' | independence? How much control Government should have over the [irsi-
tier repulator and what ore the means of such control? How much control
| liesttier should have over the second-ter regulator and whit are the means |
{1 | of such conrol? How 1o protect the regulator from repulatory caplure? |
| 20 | Hesources of What should be the sources of funding of regulutor -first ter and second e Since 1 should be a central regulator with only
| vach Tier tier? How to develop human redources 10 man regulators? What kind of | governmen!  representation, it should be
. technological resources does a regulator need. What should be extent ol | provided a perpetual grant,
grant from Government? What should be revenue model? » May be provided ability o prescribe fees in
— 1= e = urder 1o supplement the grants recerved.

2l | Seope and What areas of developtnent. regulation and standards be governed by | Through public consultation only,
Mannerol subordinate legislanon by frst-tier regulator? What should be the [« A commiiee represented by valuers may be
Making procedure for muking suberdinate legislition? What should be the considered 1o provide views on the drmft.
Subordinate instrument for subordinare legislation™ Best practices that may be referred |« Should be periodicaily reviewed (every 1o 3
Legislation o vears),

| 22 | Seopednd Wit should be the extent mnd methodoloey of making bve laws by the [Same as poimnt no. 21,
Marmer of self-repulatory orgamsation o the two-tter strecture? What areas of
Malking development; regulation dand standards be poverted by bye-lows made by
Hyelaws the second-tier regulaior? How o factor in the interesis of society in



23 | Monitoring and | Who should moniter and what should be the manner of monnonng the A Montoning councif, having representation .;:.ﬂ
Enforcement conduct of valuation professionals, market for valuation education and wvaluers, should moniter the conduct of valuers o
markel for valuation services? What should the scope ol authority and mon-valuers -y ol be able w understand the
manner of inspection and investigation? What are specific roles. i anfricacies of the profession.
- - | monitonng and enforcement by each tier of regulator? o -
24| beope and What should be the m::hﬂmsm for du.pusu:l ul’quu*ﬂ-;mhu&l functions al '?'fl:: views.
Manner of each tier of regulator? Whe should dispose of and the manner of disposal? |
Ouasi-ludicial | What are the directions that can be given in disposal of a guasi-judicial |
Funetions muatter? What should be the appellate mechanism?

I“r | Dealing with

Grievanees of

What should be mechanism (o handle grievance of valuers?

An exclusive council having representation of|
valuers alone should handle grievances ol and

Valuers grievances against valuers,
il E— '« An appellate mechanism should be provided.
26 | Dealing with How ghould prievance and complaints gpainst viduers be handled by first- |Same as point no. 23,
Cirievances tier and second tier regulators?
| ugainst Valuers — ==
E. FALUATION PROFESSTONALS
27 | Eligibility to be | Who can be a valwer? What should be eligibility for an individual to be 2 |« Eligibility norms  under the Rules i

i valuer:
Qualification,
Experience,
Entity

valuer? What qualification and experience an individusl should bave o
Be o valuer? Should one have a degree in valuation? Should one have only
top up education i valuation, after having a degree in engineenng,
management, finance ¢1c.? Who should provide education” What shouald
he the eligibility o be an organisational valuer? How many asset classes
should be available” Shoald 2 minimum and maximum age for practicing
of prnt‘mmn be spar:mmd'-‘

gatisfactory except for minimum experienc
which 15 low and should be minimum of 10
years.

Mo upper age bar for practicing the profession
should be there.
Valuation specific 1 wvear dedicared course
maty be considered as an eniry entenia,

| 78

Independence
and
Aceguntability
of Valuer

How 1o hold a valuer accountable for his services? What should be
disclosures by him? How to minimise influence of stakeholders on his
mdependence” How should the fees of a valuer be fixed? Should tee be
regulated?
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Fees should be regulated.

Minimum fees should be preseribed.
Dedicated council {As mentioned under point
fo,  25) should handle asscssment of
accountability of a valwer.




| 29 ,| Coonde off

CConduet and
E-Lhics

30

Scope and
Manner of
Making

Waluation
| Standards

I5 the code of conduct mnviﬂﬁfuﬁﬂér_lhl: 'C'm?p_n-r-l-i'e-ﬁlfRegisterﬂ Valuers
and Valuation) Rules, 2017 adequate? How to ensure that the code of
conduect 15 followed? How to monitor this?

such development be a continuous process? What should the legislation
provide regarding standards? Should regulastor have any role in makmgs
standards?

Pristections for
Valwcrs

the profession

Hcpuiutﬁn ¢1f_i How to build and protect reputation of veluers? What factors o be

How valuers can be protected for their bonafide acts? Should protechion
flow from regulations or statwe”? What should be the extent of permisted |
| disclaimers? How much immunity should disclaimers provide?

Should valuation standards be prescribed? Who should prescribe sich | o
standards? How should such standard be developed and reviewed? Should |«

No views as the same were considered adeguate. |

f‘:‘E:EJ.'l 10 have an Indian "n-’n-luqu:; Standard. |
An-independen! committee should prescribe;
the Indian Valuation Standards,

Diedicated council {As mentioned under point
no.  23) should bandle assessment of
sccountability of a values.,

considered 10 consider a person as ' fitand proper’ for registering a person
as valuer?

Existing norm for “fit and proper’ prescribed)
under the Rules 15 adequate,

Reputation of the profession can be preserved
by better monitoring mechanism for conduct
ol the valuers. 1

F. — DEVELOPMENT OF PROFESSION A
33 | Prolession vis-a-  How is technology influencing valuation profession? What technology | No major technological threats - present and
' vis Technology | and how cin such technology be used in markets for valuation services, future,
valuers, valuation education and valuation research? Will technology / N views on the rest.
i — machines replace valuation profession:ls in course of time? )
34 | Scope and What is the scope of developmem? To what extent it includes fobbying? Divided berween need to lobby or advocate.
Approaches of | Does it include advocacy? Does it include development of markets? Does Wiews in favowr of lobbying were 10 ;:umml
Development | it include education, continuing professional education, examination, market for valuers by providing exclusive

development of curriculum and study material, ete? How can regulation
fucilitate developmemt? What is the role of first tier regulator in
development? What 15 the role of second tier regulator in development?
Should markel undertake developmen? Should regulator compete with

| market in education?

Page Tof B

213

practice rights.

Views m  favour of advocacy favoured
advocacy of the regulatory process for bet
stakeholder confidence and, therefore, long
term benelit for the profession. L]




35 | Scope and What is the scope of research? How much of research |5 necessary for [No views.
approaches for | sustenance of valuation profession? Will market undertake resedreh on its
Research own? How resesrch can be facilitated and encouraged? What is the role
ol first tier regulator in research? What is the role of second tier regilator
- | i research? Should regulator compeie with market in research? =~ e
G. TRANSITIONAL MECHANISM S i
36 | Phasing: Short/ | How should the: roll out of the new regulatory framework be phased? New framework should be rolled out with atleasi 2
Medium / Long | What should be done immediately, what should follow and what should lyears transition provision,
Term be done in long run? 8
A7 | Grandfathenng | Is there any need for grand fathering? Who can be grand fathered? What No views,
= should be the process of grand fathering? . - =
38 | Transitional How long 1t should 1ake for the first-tier regulator 10 come up and take [[RBI may continee Ll the present regulaiory
| Amangement for | over the task from 1BBI? How the work would be transitioned 10 the [Tamework under the Rules exists. Thereafier, an
|| 1BBd regulator? o N _ lindependent regulator muy takeover.
A9 Teansitional Should existing RVOs he automatically trunsition to as second (er No. The proposed regulator should be & central
Arrangement for | regulator?  In what time fame? In case fresh ehigibility nomms wre :Ti.tj!'l,i.lli.ltur represented by the government.
! RYOs stipulated for second tier regulators, how much time should existing |
BV Os be provided 1o comply with the new norms, Should the number of
= NN second tier regulators be capped? o __|r —
40 | Transitional Should existing registered valuers he automatically be migrated to the All existing valuers should be migrsied mcluding)
Arrangemenl for | new regulatory regime? What should they transition? viluers under Wealth Tasx.
RYs I
H. ANY OTHER VIEWS / SUGGESTIONS
45 s None

] a5
[ At Sahiu)

Deputy General Manager
Insalvency pnd Bankrupicy Board of India
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Annexure F7/
SUMMARY OF DISCUSSIONS AT ROUNDTABLE ON INSTITUTIONAL FRAMEWORK FOR REGULATION AND
DEVELOPMENT OF VALUATION PROFESSION HELD AT IBBI, MAYUR BHAWAN ON 07™ OCTOBER 2019

A Roundtable on the institutional framework for regulation and development of valuation profession was held at 2.30 PM on 07" October, 2019
in the Conference Room of the Insolvency and Bankruptcy Board of India at Mayur Bhawan, Connaught Place, New Delhi.

2. This was a roundtable exclusively with RVOs. The following participated in the roundtable:

A. From RVOs
SI. No. | Name of RVO Represented by
1 ICSIRVO Mr. Prasant Sarangi
Mr. H. C. Dhamija
Mr Rajesh Mittal
2 ICAIRVO Mrs. Sarika Singhal
Mr. Rajan Wadhawan
3 J10Y% Mr. Varun Dhawan
4 PVAI VPO Mr. A. V. Pendse
Mr. Sushil Bajaj
5 CVSRTA RVA Mr. S. K. Gupta
Mr. Sanjay Malhotra
6 CEVIAF Mr. Sundeep Bansal
Mr. Rajesh Kumar
Dr. Rajinder Singh
7 Divya Jyoti Foundation Mr. Nitish Singhal
Mr. Vekas Kumar Garg
8 IOV RVF Mr. Tanuj Kumar
Mr. Abhay Kumar
9 ICMAI RVO Mr. D. P. Nandy (through VC)
10 | ACVA Ms. Dhara Shah (through VC), and
11 IESMA None.
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B. From IBBI

SI. No. | Name Designation
1 Dr. M. S. Sahoo Chairperson
2 Dr. Mukulita Vijayawargiya Whole Time Member
3 Mr. Pawan K. Kumar Executive Director
4 Mr. Ritesh Kavdia Executive Director
5 Mr. Debajyoti Ray Chaudhari Chief General Manager
6 Mr. Deeptanshu Singh Assistant Manager
7 Mr. Abhishek Mittapally Assistant Manager
8 Ms. Namisha Singh Assistant Manager

3. Dr. M. S. Sahoo welcomed the invitees to the roundtable and briefed the purpose.

4. The issues listed in columns 2 and 3 of the Table 1 were discussed. The views of the RVOs, that emerged in the roundtable, are reported in

column 4 of the Table 1.

Table 1: Summary of Discussion at Roundtable with RVOs on 7" October, 2019

SL. Issues for Elaboration of the Issue Views

No. | deliberation

A. VALUATION PROFESSION

1 Vision of What is your vision of the valuation profession, five years, ten years and
Valuation twenty years hence? Should it be like the profession of Chartered
Profession Accountant, Doctor, Advocate or any other?

2 Review of Valuation profession of which country / jurisdiction can be a model for
Valuation valuation profession in India? Which particular feature, practice, or
Profession mechanism can be adopted from that jurisdiction? Any difficulty in
Internationally | adopting them?

3 Review of Other | Which profession can be model for valuation profession in India? Which

Professions in
the Country

particular feature, practice, or mechanism can be adopted from that
profession? Any difficulty in adopting them?
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Review of
Valuation
Profession in the
Country

Valuation profession has long history in India. What are the learnings /
lessons of such long experience for the statutory framework for valuation
profession? What features from the draft Valuations Professionals Bill,
2008 can be adopted? What features from the Companies (Registered
Valuers and Valuation) Rules, 2017 (“the Rules”) can be adopted?
Experience with the Rules so far. What has worked well? What has not
worked well?

MARKET FOR VALUATION PROFESSION

Market for How big is market for valuation services? Is the market competitive? How | 1.There are broadly and roughly two market
Valuation can it be made more competitive? What are market imperfections? Who |segments: (a) valuation entities undertake
Services controls price? What are the market segments in terms of asset classes, |complicated valuations with a higher fee; (b)
users or any other? What are market shares of individual valuers and |individual valuers undertake simple valuations
organisational valuers? What influences growth of the market? Does the | with a lower fee. The share of each segment is
market need to be developed? estimated to be as under:
Market for How big is the market for valuers? What is the market potential over next | | Category Number of | Fee from
Valuers 10 years? Is the market competitive? How can it be made more | | of Valuer Valuations Valuations
competitive? What are the market segments in terms of asset classes, users (%) (%)
or any other? Does the market need to be developed? What are relative | | Individual 90 10
merits and demerits of individual valuer and organisational valuer? | | Entity 10 90

Should policy promote one over the other?

However, the proposed framework should be
agnostic about such segmentation- should neither
promote nor discourage either.

2. There are two models of entities doing
valuation: (a) As under the extant Rules, where
the entity does valuation, and the valuer in the
entity does not; and (b) As under the Chartered
Accountant Rules, where both the entity and the
members are allowed to practise. The participants
were equally divided as to which model is better.
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3. All forms of entities (companies, LLPs,
partnership firms) should be allowed as valuation
entities. A majority of the directors/partners
should be valuation professionals. There was also
a view that all or 3, whichever is less, of the
directors  /partners should be valuation
professionals, as currently provided in the Rules.

4. Where a company is a valuation entity,

(a) it must not be a subsidiary or have
subsidiaries;

(b) at least 51% of equity must be held by
registered valuers; and

(c) its sole object should be valuation.

5. There may be three asset classes, as presently
provided in the Rules, to start with. However,
each asset class may enable for specialisation in
niche areas also. For example, the asset class land
and building may have specialisations forestry,
agriculture, pisciculture, mining, tea and coffee
plantation, etc. The statute may enable addition /
deletion of asset classes depending on need.

Market for
Valuation
Education

How big is market for education? What is market potential over the next
10 years? Is the market competitive? Who are market players? What are
market imperfections? Which model of education — legal, medical,
accountancy or any other - 1is suitable for valuation education? Should
education and examination be with one agency? What are the deficiencies
in the current model of valuation education in the country?

1. The model of education should be similar to
that of ICAI. The Central regulator should
prescribe curriculum of the courses for
registration as RV and conduct the final
examinations of the courses.

2. The courses may be delivered by RVOs and
Universities.
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3. The admission to courses should be allowed
through a common competitive entrance
examination.

4. There may be two kinds of courses for
registration as RV:

(a) Top-up Course: An individual with minimum
qualification in relevant discipline such as B.E. in
Civil Engineering or a professional qualification
such as CA may undergo a top-up/bridge course
of two years comprising one-year of classroom
and one year of intensive internship with a RV.
(b) Complete Course: An individual with a pass
in Class XII, may undergo a five-year
comprehensive course from recognised places
(RVOs and Universities). This may have two
years common course for all asset classes,
eighteen-months specialisation in the specific
asset class, and eighteen months of internship
with an RV.

5. Both the models have a component of super
specialisation in a sub-class of assets such as
forestry, jewellery, arts, agriculture, tea and
coffee plantation, mining, etc.

Market for How big is the size of market? How the market can be developed? How | The Universities and the Central Regulator
Research and to incentivise research and knowledge management? How soon the extant | should conduct and promote research.
Knowledge knowledge would be redundant? Who does research?

Management

Exclusivity Can valuation services be rendered by anyone? Should valuation services | The following valuations should mandatorily be

be exclusive domain of registered valuation professionals? What

conducted by a registered valuer:
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valuations should be mandatorily be conducted by valuers? How can
competition be promoted if valuation work is reserved for a set of people?

(a) Every valuation required under any law in the
country; and

(b) Every other valuation required for a decision
by Government or a public authority or a financial
institution, by practice.

C. REGULATORY ARCHITECTURE
10 | Type of Does valuation profession require regulations? Should it be statutory |1. It should be a mixture of statutory regulator
Regulation regulation or self-regulation or regulated self-regulations? along with regulated self-regulation.
11 | One Tier Vs. Should there be a central regulator or many parallel regulators competing
Two Tier with one another? Should there be two tiers of regulators — many second- [2. It should be a two-tier structure, as in place
Regulation tier regulators competing with one another, under the oversight of a |comprising IBBI (Central Regulator) and RVOs.
central first-tier regulator? Should the Valuation profession be regulated
by one-tier regulator as for Advocates or two-tier regulators as in [3. The standards should be set in the manner|
insolvency profession? similar to secretarial standards and accounting
12 | Regulation Vs. | Should work relating to regulation, development and standards relating |standards.
Development valuation profession be housed together? Do regulation and development
Vs. Standards complete or complement each other? Do regulations and standards
compete or complement each other? What should be the scope of
regulation and development in terms of markets for valuers, valuation
services, valuation education and valuation research?
13 | Scope of How long should be the statutory legislation? What aspects should it | The legislation should spell out:
Statutory cover? How often this should be amended? Should it be principle based |(a) the role of the Central Regulator and its
Legislation or rule based? Should it be an incomplete law, i.e., should the legislation | governance structure;

be a skeletal one with substantial dependence on subordinate legislation?

(b) the role of the RVOs;

(c) Oftfences and Penalties, including appellate
mechanism, as under:

(1) Schedule-A comprising of major Offences by
the Central Regulator; and

(i1) Schedule-B: Other Offences to be dealt by
RVOs.

If an RV has committed offences included in both

Schedule, it will be dealt by the Central Regulator.
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(d) Manner of exercising quasi-legislative,
executive and quasi-judicial functions by the
Central Regulator and the RVO, as an extended
arm of the Central Regulator.

Each Tier

profit company, a not-for-profit company, an association of persons, or a
society? What should be composition of'its governing body? What should
be the extent of stakeholder representation in the governing body? How
democratic legitimacy can be imparted to the regulator? What should be
net worth and shareholding requirements in case of companies being
regulators?

14 | Malleability of | How to ensure that the framework remains malleable? How should it
Framework. cover any emerging new asset class? How should it cover valuations

under different laws?

D. FUNCTIONS OF THE REGULATOR

15 | Role of Each In case of two-tier regulatory structure, what should be the role of the first
Tier in tier in education, development, standard setting, research, valuation
Regulation / services? What should be the role of the second tier in education,
Development of | development, standard setting, research, valuation services? How each
Valuers / such function can be neatly segregated between two tiers? Or some
Market overlap is desirable? What are the good areas for overlap and the extent

of such overlap? How to avoid regulatory gaps?

16 | Scope and What areas need regulation? Who - valuers, market for valuation services,
Approaches of | valuation education, valuation research - needs regulation? What are tools
Regulation of regulation? What is the role of first tier regulator in regulation? What

is the role of second tier regulator in regulation? Should market undertake
regulation? What is scope or extent of self-regulation? Should first tier
regulator and second tier regulators compete with each other in
regulation? What should be jurisdiction of the first tier and second tier
regulators?

17 | Governance of | Should regulator — first tier and second tier - be a statutory body, a for- | 1. As regards the Governing Board of the Central

Regulator, there were two views:

(i) The Governing Board should have a
Chairperson, a few Whole Time Members and a
few eminent citizens as Part-time Members. It
should be supported by an Advisory Committee
comprising of RVs representing RVOs. The
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Governing Board must mandatorily consider the
views / decision of the Advisory Committee.

(b) The Governing Board should have a
Chairperson, a few Whole Time Members and
representatives of RVOs as Part-time Members.
The Central Regulator (Not Governing Board)
should be supported by an Advisory Committee
comprising of RVs representing RVOs.

2. RVOs should be companies registered under
section 8 of the Companies Act, 2013. It should
have board composition as provided in the Rules.
Maximum number of RVs in the governing board
of RVO and minimum share capital should be
prescribed. There were two views about minimum

number of RVs for an RVO.
18 | Accountability | How to hold a regulator — first tier and second tier - accountable? What
of Each Tier measures can be used to assess performance of regulator in the area of
development and in the area of regulation?
19 | Independence of | What are the areas the regulator - first tier and second tier - should be
Each Tier independent to take decision? What areas it may not have full
independence? How much control Government should have over the first-
tier regulator and what are the means of such control? How much control
first tier should have over the second-tier regulator and what are the means
of such control? How to protect the regulator from regulatory capture?
20 | Resources of What should be the sources of funding of regulator -first tier and second
each Tier tier? How to develop human resources to man regulators? What kind of
technological resources does a regulator need. What should be extent of
grant from Government? What should be revenue model?
21 | Scope and What areas of development, regulation and standards be governed by
Manner of subordinate legislation by first-tier regulator? What should be the
Making procedure for making subordinate legislation? What should be the
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Subordinate instrument for subordinate legislation? Best practices that may be referred
Legislation to.

22 | Scope and What should be the extent and methodology of making bye laws by the
Manner of self-regulatory organisation in the two-tier structure? What areas of
Making development, regulation and standards be governed by bye-laws made by
Byelaws the second-tier regulator? How to factor in the interests of society in

making subordinate legislations?

23 | Monitoring and | Who should monitor and what should be the manner of monitoring the
Enforcement conduct of valuation professionals, market for valuation education and

market for valuation services? What should the scope of authority and
manner of inspection and investigation? What are specific roles in
monitoring and enforcement by each tier of regulator?

24 | Scope and What should be the mechanism for disposal of quasi-judicial functions at
Manner of each tier of regulator? Who should dispose of and the manner of disposal?
Quasi-Judicial What are the directions that can be given in disposal of a quasi-judicial
Functions matter? What should be the appellate mechanism?

25 | Dealing with What should be mechanism to handle grievance of valuers?

Grievances of
Valuers

26 | Dealing with How should grievance and complaints against valuers be handled by first-

Grievances tier and second tier regulators?

against Valuers

E. VALUATION PROFESSIONALS

27 | Eligibility to be | Who can be a valuer? What should be eligibility for an individual to be a
a Valuer: valuer? What qualification and experience an individual should have to
Qualification, be a valuer? Should one have a degree in valuation? Should one have only
Experience, top up education in valuation, after having a degree in engineering,
Entity management, finance etc.? Who should provide education? What should

be the eligibility to be an organisational valuer? How many asset classes
should be available? Should a minimum and maximum age for practicing
of profession be specified?
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28 | Independence How to hold a valuer accountable for his services? What should be
and disclosures by him? How to minimise influence of stakeholders on his
Accountability | independence? How should the fees of a valuer be fixed? Should fee be
of Valuer regulated?

29 | Code of Is the code of conduct provided under the Companies (Registered Valuers

Conduct and
Ethics

and Valuation) Rules, 2017 adequate? How to ensure that the code of
conduct is followed? How to monitor this?

30 | Scope and Should valuation standards be prescribed? Who should prescribe such
Manner of standards? How should such standard be developed and reviewed? Should
Making such development be a continuous process? What should the legislation
Valuation provide regarding standards? Should regulator have any role in makings
Standards standards?
31 | Protections for | How valuers can be protected for their bonafide acts? Should protection | RVs should have insurance to protect against
Valuers flow from regulations or statute? What should be the extent of permitted |professional liabilities. They should have
disclaimers? How much immunity should disclaimers provide? protection against actions taken in good faith.
32 | Reputation of How to build and protect reputation of valuers? What factors to be

the profession

considered to consider a person as ‘fit and proper’ for registering a person
as valuer?

F. DEVELOPMENT OF PROFESSION
33 | Profession vis-a- | How is technology influencing valuation profession? What technology
vis Technology | and how can such technology be used in markets for valuation services,
valuers, valuation education and valuation research? Will technology /

machines replace valuation professionals in course of time?
34 | Scope and What is the scope of development? To what extent it includes lobbying?
Approaches of | Does it include advocacy? Does it include development of markets? Does
Development it include education, continuing professional education, examination,

development of curriculum and study material, etc? How can regulation
facilitate development? What is the role of first tier regulator in
development? What is the role of second tier regulator in development?
Should market undertake development? Should regulator compete with
market in education?
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35 | Scope and What is the scope of research? How much of research is necessary for
approaches for | sustenance of valuation profession? Will market undertake research on its
Research own? How research can be facilitated and encouraged? What is the role
of first tier regulator in research? What is the role of second tier regulator
in research? Should regulator compete with market in research?
G. TRANSITIONAL MECHANISM
36 | Phasing: Short/ | How should the roll out of the new regulatory framework be phased?
Medium / Long | What should be done immediately, what should follow and what should
Term be done in long run?
37 | Grandfathering | Is there any need for grand fathering? Who can be grand fathered? What | Existing RVs should be grandfathered. Other
should be the process of grand fathering? valuers may be grandfathered subject to meeting
certain norms.
38 | Transitional How long it should take for the first-tier regulator to come up and take
Arrangement for | over the task from IBBI? How the work would be transitioned to the
IBBI regulator?
39 | Transitional Should existing RVOs be automatically transition to as second tier
Arrangement for | regulator? In what time frame? In case fresh eligibility norms are
RVOs stipulated for second tier regulators, how much time should existing
RVOs be provided to comply with the new norms. Should the number of
second tier regulators be capped?
40 | Transitional Should existing registered valuers be automatically be migrated to the

Arrangement for

RVs

new regulatory regime? What should they transition?

5. The RVOs were requested to provide:
(a) written response to each issue in the questionnaire along with any other issues / views they may have;

(b) a compilation of valuations required under various laws and by practice, in India (By Mr. Gupta of CVSRTA RVA); and
(c) a list of contraventions by a valuer which should attract penalty (By Mr. Pendse of PVAI PVO).

fkdkdkx
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Annexure F8

Views Received at Roundtable held at Mumbai on 7" October, 2019

Names of Members of the Comminee of Experts Presént ; None

Maimes af CEOs of RVOs Present ¢ None

Composition of particaparits
A 1otal of 29 participins were present representing all 3 asseq closses
Members of [OV BVE. CVSRTA, PVAL IV RVO and ICAL RV were present.

1 Issues for Elaboration of the Issue Views
| No. | debbeatop | 20000000
A, VALUATION PROFESSION
| Vision of What is vour vigion of the valuanon profession, Ave vears, ten years and No Views,
Veluation twenty veurs hence? Should it be like the profession of Chanered
Profession Accountant, Doctor, Advocate or EIl._‘_.I'ﬂIE_-I'E‘;r'? -
s Review of Valustion pluﬁ::ﬁiun of which country [ jurisdiction can be o model for MNo Views,
Valuation valuation profession in India? Which particular festure. practice. or
Profession muham-nn can be adopted from that jurisdiction? Any difficulty in
| Internationally | adapting them?
[ 3 Beview of Oiher | Which pru]fwmn can be model for valustion pmﬁ:sﬁmn i India? Which No Views.
Professions in | particular feature, practice, or mechanism cun be adopied from tha
the Country profession? Any difficulty in adopting them?
| 4 Review of ' Waluation profession has long history in India. What are the leamings ( (s Articleship / Intemnship under & Valuer should
| Valuation lessons of such long experience for the statutery framework for valuation b mandatory prior to registration,
- Profession mn the | profession? What features fiom the draft Valuations Professionals Bill, |« Expen :
| Country 2008 ¢an be adopted? What fedtures from the Compames {Registered - Majority felt thai minimum experience
l Viluers and Valuation) Rules, 2017 ("the Rules™) can be adopted? should be atleast 10 years for L&B and
Experience with the Rules so far. What has worked well? What has not | P&M valuers. Veluers representing SFA
worked well? fielt that existing stipulated level of
| experience ks adequate.
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- Experience should be in valuation of asset

' class and not experience in specified

| discipline.

| « Examination pattemn foils to wieed oul
undeserving applicants. Subjective

| assessment should also be considered

| Code of Conduct / Ethics not being

; monitored.

| Mm-ir.ﬂ for

| Viluation
| Services

B,
5

oms e

How big is market for valuation services? Is the market :ﬂm'[}ctltlu‘a‘:" How Views cuplun:d :Iung with point no. 6
can it be made more competitive? What are market imperfections? Who

controls price? What are the markel segments in ferms of asset classes,

users or any other! What are market shares of individusl valuers and |

organisational valuers? What influences growth of the market? Does the
market need to be developed?

i Market t'::?
Valuers

7 Mar}’.:l Tor
Valwation
Education

How big is market for education” What is market potential over the next | = Valuation related course post-graduation in

How big is the marker for valucrs? What is the market potential over next |« Adequate work exists,

10 vears? Is the market competitive? How can it be made more (e Price being fixed by Service user. No floor an
competitive? What sre the market segments in terms of asset classes, users fees should be prescribed.

or any other? Does the market need 10 be developed? What are relative o Roth individual and valuation firms needed.
merits and demenits of individual valuer and organisational valuer? Valustion Firms should have both valuers and

Should policy promate ane aver the arher? non-valuers as pariner / direetor,

10) years? Is the market competitive? Who are market players? What are | specified discipline may be helpful.

market imperfections? Which model of education - legal, medical, |e  Integrated course afier class 12 may not be of
accountancy or any other - s suitable for valuation education? Should help as knowledge of specified discipline iy
education and examination be with one agency? What are the deficiencies required for valuation and valuation can not
in the current mudef of valuation education 1 the muniry“' be taught as a standalone course.

s

8 | Market for
Research and
Knowledge

Muanagemenl

How big 15 the size of marker? How the markel can be developed? How o Insdequate Research being undertaken.
1 incentivise research and knowledge management? How soon the extant |« Sjudents of M. Val undertake limited research
knowledge would be redundant? Wha does research as part of curnculum,
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D-amhas-r: ni’ valuahnn ass1gnmant should be

developed.
Repulator should Gacilitate research by BVOs,

be a skeletal one with substantial dependence on subordinate legmslution?

o Ex¢lusivity | Can valuation services be rendered by arvone? Should valuation services |=  Hegulatory consolidation must be undertaken
be exclusive domain of registered valuabion professionals? What |« Entry norms into the profession should be
valustions should be mandatonly be conducted by valuers? How cin standardised across service user groups
competition be promoted i valuation work 15 reserved [or a set of people?

3550 I L EEGHMWRFJRCHITECM&E o

[ | Typeofl | Does valuation pml’r.ssu.m reguire regdlations? Should 1t be slatutory |R.r:gu]miu-n 15 reguired.,

Regulation | regulation or sel~regulation or repuloted sell-reguliations? P
i1 | One Tier Vs Shonld there be a central regulator or many parallel regulators competing - [Divided opinion:
Two Tier with one another? Should there be two tiers of regulators — many sceond- | o Majority: Central Regulaior
Repulahion tier regulators competing with one another, under the oversight of o = {hhers: 2 Tier Regulaior wherein tier |
central first-tier regulator? Should the Valuation profession be regulated handles regulatory while tier 2 handles
by one-tier regulator as for Advocates or two-tier regulators as in developmenial functions.
insolvency profiession?
12 | Regulation Vs, | Should work relating 1o regulation, development and standards relating (e Need for India specific standards exists,
Development valuation profession be housed together? Do regulation and development |« A standard Board under the Regulator should
Vi, Standards complete or compliement each other? Do regulations and standards be set up which should prescribe and review
compete or complement esch other” What should be the scope of stundards periodically.
r:gulalirm and development in terms of markets for valuers, valuation
| I T | services, valuation cducation and valuation research? = = -
| 13 | Scope of How long should be the statutory lepislation? What asp-ﬁ,ts should it | «  Principle based regulation should be made o
Statutory cover? How aften this should be amended? Should it be principle bised remain Mexible and meaningful for a long
Legislation ar rule based? Should it be an incomplete law, i.e., should the lemslation fikmie.
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independence? How much control Government should have aver the first-

|4 | Malleability of | How to ensure that the [famework remains malleable? How should it No views.
Framework. cover any emerging new ssset ¢lass? How should it cover valuations
under different laws?
== - =—— FUNCTIONS OF THE REGULATOR e
15 | Raole of Each In cuse of two-tier regulatory structure, what should be the role of the first |Divided between Centril repulator and 2 tier
Ter in tier in education, development, standand setting, research, valuation fregulator.
Regulation / services?T What should be the role of the second tier in education,
Development of | development, stamadard setting, research, valuation services? How each [Those in fivour of 2 tier regulator prescnibed
Vishuers / such function can be neatly segrepated between two tiers? Or some regulatory unctions for central regulator and
Market overlap is desirable? What are the good areas for overlap and the extent developmental functions lor tier 2 regulator,
of such overlap™ How to avoid regulatory gaps?
16 | Scopeand What arcas need regulation? Who - valuers, market for valeation services, Mo views.
Approaches of | valuation cducation, valuation résearch - needs regulation? What are tools
Regulation of regilation? What i the role of first tier regulator in regulation? What
15 the role of second tier regulatar in repuiation? Should market undertake
regulation” What is scope or extent of self-regulation? Should frst tier
regulator and sccond tier regulators compele with each other in
regulation? What should be jurisdiction of the first tier and second tier
ol | regulators? e
1T | Governance of | Should reguiator — fiest tier and second tier - be a statutory body, a for- No views.
Each Tier | profit company, a not-for-profil company, an association of persons, or a
society? What should be composition of its governing body? What should
be the extent of stakeholder representation in the goveming body? How
democrtic legitimacy can be imparted o the regulator? What should be
net worth and sharcholding requiremients in case of companies being
regulators”? ———
18 | Accountability | How 1o hold a regulator — first tier and second tier - accouniable? What [No views.
of Each Tier medsures ¢an be used fo assess performance of regulator in the area of
development and in the area of regulation?  F
19 | Independence of | What are the areas the regulator - first tier and second tier - should be No views.
Each Tier independent to take decision? What areas it may not have Tull
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tier regulator and what are the means of such control? How much control |

first tier should have over the second-ner repulator and what are the means
ol such contral? How to protect the regulator from regolatory ¢apture?

23

Resourees of
each Tier

Scope and
Manner of
Making
Subordinate
Legislation
Seopse and
MManner of
Making
Byelaws

Mﬂn:ilﬂring and
Enlorcement

Seope and
Manner of
Chaasi-Judical
Functions

| gram [rom Governmeni? What should be revenue model?

0.

| conduct af valuation professionals, market for valuation education and

What should be the sources of funding of regulator <first ter and second
tier? How to develop human resources to man regulators? What kind of
technological resources does a regular peed, What should be extent of

A combination of gmni;n:i_fm Wilis
propssed

What areas of development, regulation and standards be governad hy
subordinate legislation by first-tier regulator? What should be the
procedure for making subordinate legislation? What should be the
mstrument for subordinate legislation? Best practices that may be referred

What should be the extent and methodology of makmg bye lows by the

self-repalatory orfgamisition in the two-tier structore? What areas of
development. regulation and standards be governed by bye-lows made by
the second-tier regulator? [ow to factor in the interests: of society in
mitking subordimate lepislations?

.-'S;El'l'i-l'! L] PI.'I‘IJ'![!'HJ. 13

Puhlic commeenis should be sought on 1ssues
post which draft should be prepared, |
Thereatter views on draft should be sought
before finalisation.

Who should moniter and what should be the manner of monitoring the

market for valoation services? What should the scope of authonty and
manner of mspection and investigation? What are specific moles in
monitering and enforcement by each tier of regulator?

Central regulator should undertake
momnitoning and cnforcement.

Cn constitution of the Committee for
momtonng and enforcement, 2 views
errvierged:

- Committee of all Valuers.

- Committes with mis of valoers and non-
valuers wheremn non-valuers shall be fixed
while valuers are represent by rotation.

An Appellate mechamsm should be provided.

What should be the mechanism for disposal of quasi-judicial functions a1 No views.

edch tier of repulator? Who should dispose of and the manner of disposal?
What are the directions that can be given in disposal of a guasi-judicial

mstter? What should be the appellate miechanism®?
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25 | Dealing with What should be mechanism to handle grievance of valuers? s A Commiitee should look into gnevances ol

Grievances of and zgainst valuers.

Valuers s Omnconstitution al the Committee for
menitonng and enforeement, 2 views
emerged:

- Commuittee 0f all Valuers.

- Committee with mis of valuers and non-
valuers wherein non-valuers shall be fixed
while valuers are represent by rotation.

==t ) p _ & An Appellate mechanism should l:uz_p'rm"ldtl:i
26 | Dealing with How should grievance and compluints against vatuers be handled by first- Same a5 point no. 23,
Gmevances tier and second tier regulators?
| against Valuérs L]
& VALUATION Pﬂ'ﬂFES.S-‘I ONALS ] |
27 | Eligibility tobe | Whao can be a valuer?” What should be eligibility for an individual to be a [« Majority against & maximum age stipulation.

a Valuer: valuer? What qualification and experience an individual should have 10

Cualification, be a valuer? Shoold one have a degree in valuation? Should one have nn]y

Experience, iop up education in valuation, afier having a degree in engincerning,

Entity managernent, finance ete.? Who should provide education” What should

be the eligibility to be an organisational valuer? How many asset classes
should be available? Should a minimum and maximum age for prachicng
B = : of profession be specalied? . . - .
28 | Independence How 1o hold @ valuer accountable for his services? Wha should be |e  No floor or cap on fees should be prescribed,
and disclosures by him? How to minimise influence of stakeholders on his

Accountability | independence? How should the fees of a valuer be fixed? Should fee be

of Valuer regulated? _

29 | Code of Iz the code of conduct provided under the Companies (Registered Valuers IExjstmg provision under the Rule s adequate,
| Conduct and and Valuation) Rules, 2017 adequate? How 10 ensure that the code of

Ethics conduct 15 followed? How o monitor this? )

30 | Scope and Should valuation siandards be prescnh::d’ Who should prescribe such (o A one time commitiee to preseribe valuation

Manner of standards? How should such standard be developed and reviewed” Should standards should be constituted.

| Making such development be a continueus process? What should the legislation
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l’.:{rmmiu-en-ﬁﬂmﬂd b reconstiuted each tme

Periodicity of review may be decided upfront.

Regulation should provade for protection for

[Disclaimers can not be standardised as each

Cruidance Notes o be prepared with regald 1

'Fit and Proper” condition should be more

R

Inadeguate infrasinucture fo leverage on data.

Regulator should not get into education.
Profession requires advocacy.

232

Valuation provide regarding standards? Should regulator have any mle in makngs |
Standards standards? wihien revicw 1S nocessary
-
31 | Proiections for | How valuers can be protected for their bonafide acts™ Should protection |
Valuers flow from regulations or statute? What should be the extent of permitted bonalide acts.
diselmmers? How much immunity should disclaimers provide” -
ASKIETITENT 18 Lngue.
Ll
P e i = ! disclaimers.
32 | Repuistion of Heow to build and protect reputstion of valuers? What fuciors 1o be | »
the profession considered 1o consider & person as “fit and proper” for registering a person specific.
g% valuer?
(F. | DEVELOPMENT OF PROFESSION
13 | Profession vis-a- | How is technology influencing valuation pmfﬁmm" What technology | =
vis Technology | and how can such technology be used in markets for valuation services,
valuers, valuation education and valustion research? Will technology / |
- machines replace valuation professionals in course of time? |
14 | Scope and What 15 the seope of development? To what extent it includes lobhying? [«
Approaches of | Duoes it include advocacy? Does it include development of markets? Does |«
Development it include education, comtinuing professional education, exammation,
development of curriculum and study material, etc? How can regulation
meilitate development? What iz the role of first tier regulator in
development? What % the role of second tier regulator in development?
Should market undertake development? Should regulator compete with
= markel in education?
35 | Scope and What is the scope of research”? How much of research 8 necessary for No views,
approaches for | sustenance of valuation profession’? Will market undertake research on s
Research own? How research can be facilitated and encournged? What 15 the role
of first tier regulator in research? What is the role of second tier regulator
in research? Should regulator compete with market in research?
G, TRANSITIONAL MECHANISM
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| Phasing: Short /

ET

3

3n

How shouald the roll out of the new regulatory framewark be phased? No views.
Medium / Long | What should be done imimediately, what should follew and what should
Term be done in long run? .
Grandfathering | Is there any need for grand fathenng? Who can be grand fathered? What No views.
- should be the process of grand fathering?
Vrunsitionul How long it should take for the first<tier regulator to come up and 1ake No views.

Armrangement for
| BB

over the task from IBBI? How the work would be ransiboned 1o the
eﬁulamr*'

| Transitional Should existing RVOs be sulomatically transition to as second tier Twu views emerged:
Amangement for | regulatar?  In what time frame? In case fresh eligibility norms are | - RVOs may not be required u:-majurll'y
RWVs stipulated for second tier regulators, how much time should existing proposed central regulator.

RW¥Os be provided to comply with the new norms. Should the number of |« RVOs may he phased oul in 2-3 years

_ second tier regulators be capped?

| Transitional Should existing registered valuers be automatically be migrated to the |ALL RVs should be taken under the fold without

| Arrangement for | new regulatory regime? What should they transition? pplying new guidelines on them.
EVs

= ANY OTHER VIEWS / SUGGESTIONS a
. | None.

Asadon

{ Ammit Sahi)
Deputy General Manager
Insolvency and Bankmupley Board of [ndia
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Annexure F9

Views Received at Roundtable held at Hyderabad on 09 October, 2019
Mames of Members of the Committee of Experts Present:
i,
b.
c,

Names of CEOs of RVOs Present:
E'h- ToV ; Pdodoa

£

Sl | Issuwes for Elaboration of the Issue _] Views

No. | deliberation -

A _ VALUATION PROFESSION v ST

1 ‘I.I'imm:_nf | What is your vision of the valuation profession, five years, ten years It should be fike CA and Doctor profession.
Valuation and twenty years hence? Should it be like the profession of Chartered
Profession | Accountant, Doctor, Advocate or any other?

2 | Review of Valuation profiession of which country / jurisdiction can be a model IOV opined that in India we have to formulate
'?’nluanfm for valuation profession in India? Which particular feature, practice, [separate mechanism.
Profession or mechanism can be adopted from that jurisdiction? Any difficulty

| Internationally | in adopting them? |

3 | Review of Other | Which profession can be model for valuation profession in India? IOV are of the view that Valuation is judgement only.
Professions in Which parnculm: feature, practice, or mechanism can be adopted [We do intrinsic work, Its opinion only;
the Country from that profession? Any difficulty in adopting them? IExplained in other countries how the valuation being

done, Every valuation has to substantiate the valuatimq
with proofs. In India we fill only columns whereas in
other countries there are reports with proofs. We have
to maintain Data Bank;

In other countries the information is available, Whereas
in India no proper mechanism is available, There are
no references.  Intenational Standards cannot be
implemented. |
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valuers, More regulations and in India market share is
Crganisation only. Economy influences growth of the

It was observed that the market of valuers is
unorganised. Companies are making money. Non-profit
‘organisations are not running as per guidelines. Henee

New entrants can be checked or l.im:rug!: examination,
but existing valuers every time examining is not correct.

4 | Review of | Valuation profession has long history in India. What are the learnings
WValuation / lessons of such long experience for the statutory framework for |
Profession in the | valuation profession? What features from the draft Valuations |
Country Professionals Bill, 2008 can be adopted? What features from the
Companies (Registered Valuers and Valuation) Rules, 2017 (“the
Rules™) can be adopted? Experience with the Rules so far. What has
worked well? What has not worked well?
¢ M E=S i = b MARKET FOR VALUATION PROFESSION nab
5 | Market for How big is market for valuation services? Is the market competitive? Huge market and Competitive in future. The
Valuation How can it be made more competitive? What are market icompetition leads for more stipulations and trained
Services imperfections? Who controls price? What are the market segments in
terms of asset classes, users or any other? What are market shares of
individual valuers and organisational valuers? What influences market. Additional asset classification like
| growth of the market? Does the market need to be developed? Agriculture, Computer or IT.
6 | Market for How big is the market for valuers? What is the market potential over
Valuers next 10 years? Is the market competitive? How can it be made more
competitive? What are the market segments in terms of asset classes,
users or any other? Does the market need to be developed? What are the organisations to be removed,
| relative merits and demerits of individual valuer and organisational
valuer? Should policy promote one over the other? s
7 | Market for How big is market for education? What is market potential over the
Valuation next 10 years? Is the market competitive? Who are market players?
Education What are market imperfections? Which model of education — legal, [There should be procedure like Bar Council CAs ete,
medical, accountancy or any other - is suitable for valuation
education? Should education and examination be with one agency?
What are the deficiencies in the current model of valuation education
in the country?. == ik
8 | Market for How big is the size of market? How the market can be developed?
. Research and How to incentivise research and knowledge management? How soon [Economy.
Enowledge | the extant knowledge would be redundant? Who does research?
Management |

Research should be done. The Value will be based on
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9 | Exclusivity Can valuation services be rendered by anyone? Should valuation a) Mo
services be exclusive domain of registered valuation professionals? b} Yes
What valuations should be mandatorily be conducted by valuers? | ¢) Specified to the domains
How can competition be promoted if valuation work is reserved for | d) Enough supply is there. We have to develop
a set of people? the profession, encourage new comers into the

profession,
LC. ; Hﬁﬂﬂmlfﬂﬂﬂm

10 | Typeof Dwes valuation profession require regulations? Should it be statutory a) Yes; It should be Statutory and Emgl: Tin:

Regulation regulation or self-regulation or regulated self-regulations? Regulation in a common platform.

11 | Ome Tier Vs. Should there be a central regulator or many parallel regulators [There was consensus that a single tier regulatory
| Two Tier competing with one another? Should there be two tiers of regulators [structure should be in existence,

Regulation — many second-tier regulators competing with one another, under the |A Central regulator was supgested. There can be
oversight of a central first-tier regulator? Should the Valuation [different chapters as in the case of ICAL
profession be regulated by one-tier regulator as for Advocates or two- (Opinion divided among 10Vs.
tier regulators as in insolvency profession? i

12 | Regulation Vs, | Should work relating to regulation, development and standards

Development relating valuation profession be housed together? Do regulation and

Vs. Standards | development complete or complement each other? Do regulations
and standards compete or complement each other? What should be
the scope of regulation and development in terms of markets for
valuers, valuation services, valuation education and valuation

L ..Im“h? - — —
13 | Scope of How long should be the statutory legislation? What aspects should it

Statutory cover? How ofien this should be amended? Should it be principle

Legislation based or rule based? Should it be an incomplete law, i.e., should the
legislation be a skeletal ome with substantial dependence on

— subordinate legislation?
14 | Malleability of | How to ensure that the framework remains malleable? How should it Classification to be done for each asset,

Framework. cover any emerging new asset class? How should it eover valuations |
under ditferent laws?

D. ’ FUNCTIONS OF THE REGULATOR
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15

| Role of Each

Tier in
Regulation /
Development of
Valuers /
Market

| 16

Scope and
Approaches of
Regulation

In case of two-tier regulatory structure, what should be the role of the
first tier in education, development, standard setting, research,
valuation services? What should be the role of the second tier in
education, development, standard setting, research, valuation

services? How each such function can be neatly segregated between .

two liers? Or some overlap is desirable? What are the good areas for
overlap and the extent of such overlap? How to avoid regulatory

_gaps?

IOne Tier only. The regulating body to be elected from
Valuers.

What areas need regulation? Who - valuers, market for valuation
services, valuation education, valuation research - needs regulation?
What are tools of regulation? What is the role of first tier regulator in
regulation? What is the role of second tier regulator in regulation?
Should market undertake regulation? What is scope or extent of self-
regulation? Should first tier regulator and second tier regulators
compete with each other in regulation? What should be jurisdiction

17

Ciovernance of
Each Tier

of the first tier and second tier regulators?

HO0Vs opined One Tier only. Self-regulated. No
mominated post. Elected by Valuers like Bar Council;
Valuers are already being regulated like depanellment,
Bl cases etc. MCA can also appoint for regulating
body for control of valuers. [t should be from Govt.
MCA can come up with Govt. body. No RVOs. In
e there is single tire only like CA and Bar
Council only (self-regulatory body).

Should regulator — first tier and second tier - be a statutory body, a
for-profit company, a not-for-profit company, an association of
persons, or a society? What should be composition of its governing
body? What should be the extent of stakeholder representation in the
governing body? How democratic legitimacy can be imparied to the
regulator? What should be net worth and shareholding requirements
in case of companies being regulators? )

18

Accountability
of Each Tier

How to hold a regulator — first tier and second ter - accountable?
What measures can be used o assess performance of regulator in the
area of development and in the area of regulation?

19

Independence of
Each Tier

What are the arcas the regulator - first tier and second tier - should be
independent to take decision? What areas it may not have full
independence? How much control Government should have aver the
first-tier regulator and what are the means of such control? How

much control first tier should have over the second-tier regulator and _
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21

FR:EEDI.II'C-‘."S- El'f

what are the means of such control? How to protect the regulator from
regulatory capiure?

cach Tier

What should be the sources of &m:lmg of regulator -first tier and
second tier? How to develop human resources to man regulators?
What kind of technological resources does a regulator need. What
should be extent of grant from Government? What should be revenue
model?

Scope and
Manner of
Making
Subordinate
Legislation

| referred to.

Scope and
Manner of
Making
Byelaws

Agreed for Smgle Tier only.

What areas of development, regulation and standards be poverned by
subordinate legislation by first-tier regulator? What should be the
procedure for making subordinate legislation? What should be the
mstrument for subordinate legislation? Best practices that may be

Agreed for Single Tier only.

What should be the extent and mﬂtlmdulug:.r l:rfnmimlg bye laws by
the self-regulatory organisation in the two-tier structure? What areas
of development, regulation and standards be governed by bye-laws
made by the second-tier regulator? How to factor in the interests of
society in making subordinate legislations?

23

Monitoring and
Enforcement

Agreed for Single Tier only.

Who should monitor and what should be the manner of monitoring ;hgmed for Single Tier only.

the conduct of valuation professionals, market for wvaluation |

education and market for valuation services? What should the scope |

of authority and manner of inspection and investigation? What are

specific roles in monitoring and enforcement by each tier of |

regulator?

Scope and
Manner of
Ouasi-Judicial
Functions

What should be the mechanism for disposal of quasi-judicial
functions at each tier of regulator? Who should dispose of and the
manner of disposal? What are the directions that can be given in
disposal of a quasi-judicial matter? What should be the appellate
mechanism?

Dealing with
Grievances of

Valuers

Agreed for Single Tier only.

What should be mechanism to handle grievance of valuers?
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26 | Dealing with Hnw should grievance and complaints against valuers be handled b}'
Grievances | first-tier and second tier regulators?
Against Valuers | - = _)
E. VALUATION Pmmm
27 | Eligibility to be | Who can be a valuer? What should be Ellglhllll}' for an individual to |I It was suggested that a top-up course with 5 years oft
a Valuer: be a valuer? What qualification and experience an individual should | ience/ training is desirable as eligibility for entry
Oualification, have to be a valuer? Should one have a degree in valuation? Should into profession.
Experience, one have only top up education in valuation, after having a degree in [Tt should be as per IBBI only, No age limit. In US the
Entity engineering, management, finance etc.? Who should provide [Valuer can have any degree and preference to |
education? What should be the eligibility to be an organisational ic degree holder. In other countries there are
valuer? How many asset classes should be available? Should a |H.+:a| Estate Agents as Values.
minimum and maximum age for practicing of profession be
= specified? S i
| 28 | Independence How to hold a valuer accountable for his services? What should be [It was suggested that the liability of the valuer should
and disclosures by him? How to minimise influence of stakeholders on |be fixed commensurate to the professional fee
Accountability | his independence? How should the fees of a valuer be fixed? Should ived by him.
of Valuer fee be regulated? The penalty can be imposed on the valuer as is fixed
 m— - Uss. 271) of the Income Tax.
29 | Code of Is the code of conduct provided under the Companies (Registered
Conduct and Valuers and Valuation) Rules, 201 ?adequﬂe‘? How to ensure that the
Ethics code of conduct is followed? How to monitor this? ] B
3 | Scope and Should valuation standards be prescribed? Who should pmsn:nbe Yes. It was suggested that the intemational standards
Manner of such standards? How should such standard be developed and should not automatically apply in the Indian scenario. |
Making reviewed? Should such development be a continuous process? What A valuation service equivalent to India may be
Valuation should the legislation provide regarding standards? Should regulator developed to suit Indian condition,
Standards have any role in makings standards? A standards body like Burcau of Indian Standards be
_ o ke b fformed for standard scting.
31 | Protections for | How wvaluers can be protected for their bonafide acts? Should |Valuers should be protected. It was suggested that it is
Valuers protection flow from regulations or statute? What should be the important to identify the bonafide complainants. For

| disclaimers provide?

extent of permitted disclaimers? How much immunity should

i3, it must be essential to require every complaint o
supported with evidence.
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32 | Reputationof | How to build and protect reputation of valuers? What factors to be |r-‘-s per IBBI.
the profession considered 1o consider a person as “fit and proper’ for registering a
il person as valuer?
F. DEVELOPMENT OF PlﬂFEEHﬂN
33 | Profession vis-a- | How is technology influencing valuation profession? What [Desktop valuations are being done in Pvt. Banks.
vis Technology | technology and how can such technology be used in markets for Technology supports the system. If there is no site
valuation services, valuers, valuation education and valuation finspection then Desktop valuations can be done, as
research? Will technology / machines replace valuation professionals [there is lot of information available in internet and some
in course of time? software are developed for valuations. 10V rel'em:d]
two software companies in Delhi, one from Hyderabad
It was further referred Artificial Intelligence is
replacing human works and in future it will aist:-
| e into picture in Yaluation..
34 | Scope and What is the scope of development? To what extent it includes |
Approaches of | lobbying? Does it include advocacy? Does it include development |
Development | of markets? Does it include education, continuing professional |
education, examination, development of curriculum and study
material, ete? How can regulation facilitate development? What is the
role of first tier regulatorin development? What is the role of second
tier regulator in  development? Should market undertake
_development? Should regulator compete with market in education?
35 | Scope and What is the scope of research? How much of research is necessary [Research should be done. Data to be maintained. COP
approaches for | for sustenance of valuation profession? Will market undertake be done.
Research research on its own? How research can be facilitated and encouraged?
What is the role of first tier regulator in research? What is the rale of
second tier regulator in research? Should regulator compete with
marketinresearch? =~ 0000
G. TRANSITIONAL MECHANISM ol
36 | Phasing: Short /| How should the roll out of the new regulatory framework be phased? |Automatic regulation as being done by IBBL
Medium / Long | What should be done immediately, what should follow and what
Term should be done in long run?
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'37 | Grandfathering

Is there any need for grand fathering? Who can be grand fathered?
_What should be the process of grand fathering?

38 | Transitional How long it should take for the first-tier regulator to come up and Transition will be there.
Arrangement for | take over the task from IBBI? How the work would be transitioned
IBBI io the regulator? : |
39 | Transitional Should existing RVOs be automatically transition 10 as second tier Not required.
Arrangement for | regulator? In what time frame? In case fresh eligibility norms are
RVOs stipulated for second tier regulators, how much time should existing
RVOs be provided to comply with the new norms, Should the number
s, of second tier regulators be capped? . B |
40 | Transitional Should existing registered valuers be automatically be migrated 10 | Yes. '
Arrangement for | the new regulatory regime? What should they transition?
- RVs
 H. ANY OTHER VIEWS /SUGGESTIONS
41.

)
Name and Signature of IBBI Officer who has compiled the views received at the roundiable,
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Views Received st Roundtable held at FICCL on 10"™ October, 2019

[8i. Issues for Elaboration of the Issue Views
No. | deliberation
A, | VALUATION PROFESSION
1 Vision of | What is your vision of the valuation profession, five years, ten vears and | It should be something like that of Chartered
Waluation iwenty years hence? Should it be like the profession of Chartered | Accountant.
. Profession | Aceountant, Doctor, Advocale or any other?
2 Review of ' Valuation profession of which country .f;unsdwuun can be & model for
Valuation | valuntion profession in India? Which particular feature, practice. or
Profession | mechanism can be adopted from that jurisdiction? Any difficulty in
. Intermationally | adopting them?
'3 | Review of Other | Which profession can be model for valuation profession in [ndin? Which Th: regulatory model of ICAL ICSI 1s preferred.
| Professions in | particular feature, practice, or mechanism can be adopted from that
| the Couniry | profession? Any difficulty in adopiing them? '
4 Review of “Valuation profession has long history in India, What are the learnings /| 1. Valuation profession, unlike the present
Viluation lessons of such long experiesnce for the stututory framework for valuation | regulatory structure, should not be fimited only o
| Professiom in the | profession? What features from the drafi Valuations Professionals Bill, | valuations under the Companies Act, 2013 and
[ Country 2008 can be adopted? What features from the Companies (Registered |the Insolvency and Bankruptey Code, 2016, It
Valuers and Valuation) Rules, 2017 (“the Rules™) can be adopted? | should also cever valuation related services.
| Expenieace with the Rules so far. What has worked well? What has not | 2. There were three views, namely,
worked well? (i) there should be only one regulator;
(ii) there should be ane statutory regulator and one
fronl-line regulator; and
[iii} there should be one stalutory regulator and
many competing froni-line regulators.
B, | MARKET FOR FALUATIEHFREFEEW&N E
5 | Market for | How big is market for valuation services? Is the market competitive? How | 1. The banking sector is primary user of valuation
Valuation | can it be made more competitive? What are market imperfections? Who ' services. However, the vuluers follow divergent
Services -wontrols price? What are the market segments in terms of assel classes, | practices for valuation even for different banks.
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vuluations under different laws or for different
purposes. The law should bring in homogeneity of
Praciices.

2, Valuation services should be defined.

Different views were expressed:
(t} Ome should have a university desree or
professional qualification and then undergo a
bridge / top up course of 1 - 2 yvears duration to be
cligible for registration as valeer.

qfu:l One should complete a 4-5 year dedicated

|valuation course afler class X1l to be eligible for
| registration as valuer,
(iii) One should have a degree !/ professional
course in 8 related filed and have some traming |
| programme und examination, as provided under |
I the Rules, to be eligthle for registration as valuer.
| {iv) All the above three options may be available
for choige and compettion.
{v) The Central regulator may aceredit instilutions
(universities and BEVOs) to provide education for
all three options.
(vi) The admission for options (1) and (i1} may be
through & common sereening examination.
l:'-'::] Practical should be 2 major component of
'valuation education. All the three oplions should
| have a component of internship.
| (viii) There should be a requirement of continuing
professional education,

' organisstional valuers? What influences M;Fﬁﬁaﬁﬂlketn Does the
market need to b developed?

6 | Market for How big 15 the market for valuers? What is the market potential over next
Valucrs 10 years? Is the market compedtive? How ¢an it be made more

competitive? What are the market segments in terms of asset classes, users
or any other? Does the markel need to be developed? What ere relative
merils and dements of individual valuer and organisational valwer?
Should policy promate ane over the other?

T | Market for How hig is market for education? What is market potential over the next
Valuation 10 years? 1s the market competitive? Who are market players? What are
Education markel imperfections? Which model of education — legal, medical,

accountancy or any other - is suitdble for valuation education? Should |
education and examination be with one agency? What are the deficiencies
| in the curtent model of valuation education in the country?
|

& | Market for How big 1s the size of market? How the market can be developed? How

Research and | to incentivise research and knowledge management? How soon the extant
, Knowledge knowledge would be redundant? Who does research?
Management
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9 | Exclusivity Can valuation services be rendered by anyone” Should valuation services
be exclusive domain of registered valuation professionals? What
| valuations should be mandatorily be conducted by valuers? How can
| competition be promoted if valuation work is reserved for & set of people?
I
C. | REGULATORY ARCHITECTURE

10 | Type of | Does valustion profession require regulations” Should it be statutory
Regulation regulation or self-regulation or regulated self-regulations? )

11 | One Tier Vs Should there be o central regulator or many parallel regulators competing | 1. Majority were of the view that there should be
Twao Tier | with ane another? Should there be two tiers of regulators — miny second- | a single-tier structure. A Central Regulator should
Regulation tier regulators competing with one another, under the oversight of a  be there on the lines of [BBL

central first-tier regulator” Should the Valuation profession be regulaed |2, A dissenting view wis also there which
by ome-tier regulator as for Advocates or iwo-tier regulators as in | fivoured a 2-tier structure, where the central
I ' insolvency profession? Ir-l‘.gui:llur plays regulatory role and RVOs play |
| | developmental role.
' 3. The second tier RVO should be avoided as it 15
charging  excessively without much  value
addition.
12| Regulation Vs. | Should work reluting to regulation, development and standards rolating
' Development | valuation profession be housed together? Do regulation and developtient
| Vi Standards | complete or complement each other? Do regulations and standards
compete or complement each other? What should be the scope of
| tegulation and development in terms of markets for valeers, valuation
| | services, valuation education and valuation rescarch? l
I 13 | Scope of | How long should be the statutory legislation? What aspects should it | Omne view was that statute should provide for basic
Statutory | cover? How often this should be amended? Should it be principle based | minimum  foe to he charged for scrvices,
‘ Legislation - or rule based? Should it be an incomplete law, i.e., should the legislation | However, domirant view was that it should be lefi
. be a skeletal one with substantial dependence on subordinate legislation? | open for market forces to decide.
14 | Malleability of | How to ensure that the framework remains malleable? How should it
Framework. cover any emerging new assel class? How should it cover valuations

under differcnt laws?
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. [ FUNCTIONS OF THE REGULATOR =
1% | Eole of Each [n case of fwo-ter regulatory structure, what should be the role of the first
Tier in tier in education, development, standard  sefting, research, valuation
Regulation / services? What should be the role of the second tier in education,
Development of | development, standard sefting, research, valuation services? How esch |
Valuers / such function can be nesatly segregated between two tiers? Or some
Market overlap is desiruble? What are the pood wreas for overlap and the extent
of such overlap? How to aveid regulatory gaps?
16 | Scope-and What areas need regulation” Who - valuers, market for valuation services,
Approaches of | valuation education, valuation research - needs regulation? What are tooks
Regulation of regulation? What is the role of frst tier regulator in reguliation? What
is the role of second ter regulator in regulation™ Should market undertake
regulation? What is scope or extent of self-regulation” Should first tier
regulator and second tier regulators compete with each other in
regulation? What should be jurisdiction of the first tier and second tier
PR . Tegulators?
17 | Governance of | Should repulator — first tier and second Her - be a stututory body, a for- | There should be only one tier Central Regulator.
| Each Tier profit company, a not-for-profit company, an association of persons, ora | The governing body should comprise elected
sociely? What should be composition of 1ls governing body? What should (fepresenlatives  and  govermment  nominecs,
be the extent of stakeholder representation in the goveming body? How | similar to that of ICAL ICSL There was also a
demodratic legitimacy can be imparted to the regulator? What should be i strong view in favour of two-tier structure,
net worth and shareholding requirements in case of companies beng
regulators?
13 | Accoumtability | How to hold a regulator — first tier and second tier - accountable? What
of Each Tier midsures can be used to assess perfommance of regulator in the area of
development and in the area of regulation? <
19 | Independence of | What are the sreas the regulator - first tier and second tier - should be
| Each Tier independent to fake decision? Whalt arcas it may not have full

independence? How much conirel Government should have over the first-
tier regulator and what are the means of such contral? How much eontrol
first tier should have over the second-tier regulator and what are the means

| of such control? How to protect the regulator from regulatory caplure]
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20 | Resources of What should be the sources of lunding of regulator -first tier and second
each Tier tier? How 1o develop human resources to man regulators? What kind of
technological resources does a regulator need. What should be extent of
| _ grant from Covernment” What should be revenue model? -

21 | Scope and What areas of development, regulation and standards be govemned by
Maunper of subordinzte legislation by frst-tier regulator? What should be the
Making procedure for making subordinate legislation? What should Be the
Subordinzte instrument for subordinate legislation? Best practices that may be refermed

| Legistation | fo. -

22 | Scope and | What should be the extent and methodology of making bye laws by the
Manner of self-regulatory organisation i the two-tier structure? Whal areas of
Making development, regulation and standards be governed by bye-laws made by
Byclaws | the second-tier regulator? How to factor in the interests of society in
_, | making subordinate legislations?

23 | Monitoring and | Who should monitor and what should be the manrer of monitoring the
Enforcement conduct of valuation professionals, market for valuation education and |
market for valuation services? What should the scope of autherity and
manner of inspection and investigation? What are specific roles in
monitoring and enforcement by each tier of regulator?

24 | Scope nnd Whit shoald be the mechanism for disposal of quasi-judicial functions at
Manmer of each tier of regulator? Who should dispose of and the manner of disposal?
Quasi-ludicial | What are the directions that can be given in disposal of a quasi-judicial
Funchions | matier? What should be the appeliate mechanism? |

235 | Dealing with What should be mechanism 1o bandle grievance of valuers?

Grrievances of ‘
| Valuers = - N

26 | Dealing with - How should grievance and complaints against valuers be handled by first-
Grievances tier and secomd tier regulators?
against Valuers |

E. | VALUATION PROFESSIONALS
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IEIigihilit_'r tobe | Who can be o valuer? What should be eligibility for an individual to be a | Same  as againgl dlem Nos. & and 7. An

a Valuer: valuer? What qualification and experience an individual should have to |apprehension was expressed that & long 4-5 year
Qualification, bea valuer? Should one have & degree in valuation? Should one have only | course may not be feasible. The 1-Star Institute
Expenence, lop up educution in valuation, after having a degree in engineering, |has delivered not more than 400 pass outs in jis
Enlity managemenl, finance ete.? Whe should provide education? What should | existence of more than 10 years.

| be the eligibility 1o be an organisational valuer” How many assot classes |
| should be available? Should a minimum and maximum age for practicing

Il of profession be specified? B

Independence How 10 hold o valuer accountable for his services? What should be | The fee of valuers should ch regulated: 1t is

and disclosures by him? How to minimise influence of stakeholders on his | regulated in Australis, CBDT has u scale of fie

Accountability  independence? How should the fees of a valuer be fixed? Should fee be | for valuation of various assets, The Architeots Act

of Valuer repulated? | has recommendatory slabs for fee. There was o
\stromg differing view that the market should
determine price. The broad consensus wis thar
:markv:l should determiner price, subject to a floor
1. The independence of valuers may be ensured
by {a) requiring every assignment to be in writing,
| {b) ensuning that Appoinling Authortty is not a
irclau:d party, and {c} prohibiting fhe beneficiary |

| = = | from paying fee for valuers.

Cosde of [s the eode of conduct provided under the Companies (Registered Valuers |

Conduct and and Valuation) Rules, 2017 adequate” How to ensure that the code of

Ethics cenduet is followed? How to monitor this?

Scope and Should valuation standards be prescribed? Who should prescribe such

Manner of  standards? How should such standard be developed and reviewed? Shoubd

Making such development be & continuous process” What should the legislation |

Valuation | provide regarding standards? Should regulator have any role in makings

Standards | standards?

Protections for | How valuers can be protected for their bonafide acts? Should protection

Viluers flow from regulations or statute” What should be the extent of permined

| disclaimers? How much immunity should disclaimers provide?
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| 32

Reputation of
ihe profession

How to build and protect reputation of valuers? What factors to be |

considered o consider a person 25 *fit and proper’ for registering a person
| ns valuer?

F. HEP'EL-I‘.}HHEHT OF PROFESSION
33 | Profession vis-a- | How is technology influencing valuation profession? What technology
vis Technology | and how can such wechnology be used in markets for valuation services,
valuars. vithuation education and valuation research? Will technalogy /
machines replace valuation professionals in course of lime?
34 | Scopeand | What is the scope of development? To what extent it includes lobbying?
Approgches of | Does it include advociscy? Does it include development of markets? Does
Development it include education, continuing professional education, examination,
development of curriculum and study material, etc? How can regulation
fucilitate development? What is the role of first tier regulator in
development? What is the role of second tier regulator in development?
Should market undertake development? Should regulator compete with
il = market in education?
35 | Scope and " What is the scope of research? How much of research is necessary for |
approaches for | sustenance of valuation profession? Will market undertake resesrch onits
Research own? How research can be facilitated and encouraged? What is the role |
‘ of first tier regulator in research? What is the role of second tier regulator
In resedarch? Should regulator compete with market in research?
| G. | TRANSITIONAL MECHANISM
A6 | Phasing: Short /| How should the roll owt of the new regulatory framework be phased?
Medium / Long | What should be done immediately, what should follow and what should
| | Term be done in long run? U
37 | Grandfathering | Is there any need for grand fathering? Who can be grand fathered? What | There was division of views whether the existing
‘ | should be the process of grand fathering? vitluers be automatically allowed in the new

system. Some suggesied that every practising
vitluer under section 3AR of Wealth Tax Act,
1957 must be allowed to enter sutomatically in the
new system, while others suggested an
examination and mummum  training  for the
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purpose of grandfathering. Some suggested entry
should be allowed based on evaluation of
valuation reports prepared by an individual in the
preceding  five  years, irrespective of  his

gualificalion and experience. N
38 | Transitional How long it should take for the first-tier regulator 1o come up and ke
[ Arrangement for | over the task from IBBI? How the work would be transitioned 1o (ke
, [BRI regrulation?
| 3% | Transitional Should existing RVOs be automatically transition o as second ter
Arrangement for | regulator?  In what tme frame? In case fresh eligibility norms are
RV (s stipulated for second tier regulators, how much time should existing
EVOs he provided to comply with the new norms. Should the number of
. sevond tier regulitors be capped? |1
4 | Transitional Should existing registered valuers be automatically be migrated 1w the
Arrangement for | new regulatory regime? What should they transition?
, R |
| M. | ANY OTHER VIEWS / SUGGESTIONS
[ 41, | Any other, not covered above.
|
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Annexure F11

Views Received at Roundiable held at Mumbai on 11" Octaber, 2019
Names of Members of the Committee of Experts Present - (1) Mr. Varun Gupita, (it Mr. Nitin Kapoor
Mames of CEOs of BYOs Present Mo

Composiion pf participanis
A total of 20 perticipants were present representing all 3 asset classes including registered valuers (both individual and entity).
Members of PY AT and BCAL BVO were present,
Participanis included officials of Stale Bank of Indiz and Duff & Phelps.

sl dssues for Elaboration of the Issue Views

No.  deliberation — .

1)  VALUATION PROFESSION y S
|1 Wistom of What is your vision of the valuation profession, five years, ten years and |« Valuation should become a profession of

Valuation twenty years hence? Should it be like the profession of Charlered choice.

Prifession Accountznt, Doctor, Advocate or any other? s  Specialised, Structured and  Accountability
needs to be lctored in the regulation of the
profession.

= Exclusivity of Practice:
| Majority favoured parallel practice along with
af the professions such as Architect, CA, C5
l e be permitted as cross knowledge enriches
S the profession.

2 Review of Valuation profession of which country / junisdiction can be a model for [« Model of Australian Property Institute may be
Valuation valuation profession in India? Which particular [eature, practice, or reviewed. i
Profession mechanism can be adopted from that jurisdiction? Any difficulty in | e RVOs required for better discharge of]
Intermnationally | adopting them? functions,

o o e Regulated - Self regulation preferred,

3 | Review of Other | Which profession can be model for valuation profession in India? Which [No views.

Professions in | particular feature, practice, or mechanism can be adopted  from that

the Country | profession” Any difficulty in adopting them?

Page 1of 8
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Valuation profession has long history in [ndia. What are the Tearnings |
lessoms of such long experience tor the statutory framework for valuation

Experience in \I.Ji-luatmn should be the l.:rilerin|
and not experience in specified discipline

Profession in the | profession” What features from the draft Valustions Professionals Bill. |« Role clarity on definition of Valuer under

2008 can be adopied? What features from the Companies (Registered

Valuers and Valustion) Rules, 2007 (“the Rules™) can be adopled? o

Experience with the Rules so far. What his worked well? What has not
worked well?

Section 247 of the Companies Act, 2013,
Employment with RV-1intity should nor debar
registration 85 valuer under the Rules.
» Inwemship may be considered as a pres
condition for registration.
o Examination:
= Weightage of cach subject ares requires|
relook
- Exam patter should melude subjectivie
assessmemt and  J or  interview-based
assessmen! by 4 panel of Valuers.

. Review of
Waluation
Country

I

IS Market for
Valuation
Servites

f Market for
Viluers

(7 | Market for
Valustion
Education

How big is market for valuation services? |s the market competitive? How |« Market exists in SEA calegoTy.
can 11 he made more competitive? What grc market imperfections? Who (e Limited market potentinl in smaller cities J

eontrols price? What are the market segments in terms ol assel classes,
nsers. or any other? What are market shares of mdividual valuers and
orgamsational valuers? What influences growth of the market? Does the

lowiis

market need to be developed?
How big ts the market for valuers? What s the ¢ market p-ul:ntlill over next
10 years? I the markel competitive? How can 1t be made more
competitive? What are the market segments in terms of assel classes, users
or any other? Does the market need 1o be developed? What are relative
merits and dements of individual valuer and organisational valuer?

| Should pﬂilﬂ_‘!{ promote one over the other?

How big is market for education? What 13 market potential over the next
10 years? [s the market competitive? Who are market players? What are
market imperfections? Which model of education — legal, medwal,

socountsney of any other - is suitable for valuation education? Should |
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251

Same as point no. 5.

= CA pattern may be considered including
imemship.




H

| 9

lc.

:

T

Markel for
Rescarch and
Knowledge

| Managernen
Fxclusivity

|

educaticn and examination be with one agency? What are the deficiencies |

in the current modél of valuation education in the country?

How hig is the size of market? How the market can be developed? How |
to incentivise research and knowledpe management”? How soon the extan
knowledge would be redundant”? Who does research?

Can valuation services be sendered by anyone? Should valuation services
be exclusive domain of tegistered valuation professionals? What
valuations should be mandatonly be conducted by wvaluess? How can
competition be promoted 1f valuation work 1s reserved for a set of people?

o RVOs should take the imtiative for !'¢;i¢=lﬂ!|'l in
the field of walvation, Should prepa
guidanve notes for its members ele. '

'a Parallel practice alongside other profession

should be permitted us limited opporlunities
exisis in smaller towns | citics,

3

REGULA TﬂRFdﬂfH.fTEEHJ’RE

{1

e

| Type of
Regulation

Does valuation profession reguire regulations? “Should it be statutory
regulation or self-regulation or regulated sell-regulations™

One Tier Vs,
Twe Ticr
Repulaiion

| Repulaion Vs,

[Meveloprment
Ve, Btandands

Scope of
Slatutory
Lcgislation

Should there be a central regulator or many parallel regulators compenng |
with one snother? Should there be two tiers of regulitors — many second-
tier regulators competing with one unother, under the oversight of o
central first-tier regulator? Should the Valuation profession be regulated
by one-tier Tegulator as for Advocates or two-tier regulators as 1o
insolvency profession?

| services, valuation education and valuation research?

Should work relating to regulation, development and standards relating
valuation profession be housed together? Do regulation and developmient
complete or complement each other? Do regulations and standards
compete or compiement each other? What should be the scope of
regulation and develdpment in terms of markets for valuers, valuation
How long should bhe the statutory legislation? What aspects should it
cover? How often this should be amended? Should it be principle based
or rule based? Shoald it be an incomplete law, Le., should the legislation

_J-;!..q_gul.m:d- Sell n!.gu!mlu:l 2 per reguiater

e For tier 2, RVOs should be merged as one
Entity,

s Mumber of BVOE are in cxcess and the same
should ke Timited.

s RVO functiomng to be monitored,

= Eligibthty nomms of RVOs should be
reviewed, === =
‘e Valuation Standard  Board  should  be

constitied to undertake 3 funcion:

- Prescription of standards;

- Perindic review of slandards; and

- Provide guidance notes on standards.

Principle based regulation proposed.

be & skeletal one with substantial dependence on subordinate legislation”

Page 3 of 8
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| 18

| Malleability of
Framawork.

| under difTerent laws?

: -|'.|i-.'l.';;|-' to ensure that the framework remains mujimhlr?? Hovw shuull‘- il

cover any emerging new assel class? How should it cover valuations

IBBI medel may be refierred .

| Raole of Each

Tier in

| Repulation /
Development of
Valigers |
hlarket

| Scope and

Approaches of
Regulation

| of such overiap? How to avaid regulatory gaps?

= FUNCTIONS OF THE REGULATOR

In case of two-ter repulatory structure, what should be the role of the first
ter in cducation, development, standard setting, research, valuation |
services? What should be the role of the second ter in educetion,
development, stendard setting, research. viluation services? How each
such Rinction can be neatly segregated between two tiers? Or some
averlap is desirable? What are the good areas for overlap and the extent

Tier 2 regulator should be provided functional
clarity and overlap should be avoided between
tier 2 repulator and central regulator.

What areas need repulation? Who - valuers, market [or valuation services,
valuation edication. valuation resgarch - needs regulation? What are tools

of regulation”? What ts the role of first ter regulator in regulation? What |

is the role of second tier regulator in regulation? Should marke! undertake
regulation” What is scope or extent of self-regulation? Should first tier
regulator and second ter regulators compete with each other in
regulation” What should be jurisdiction of the first tier and second tier
regulators?

NG VIEWS

Giovernance of
| Ench Tier

Accountability
of Each Teer

N ViEW S,

Should regulaor st fer and second tier - be a statuiory bady, & for-
profit compuny, 3 not-for-profit company, an association of persons, oF 4 ¢
society? What should be composition of its goverming body™ What should
be the extent of stakeholder representation in the goverming body™” How
democratic legitimacy can be imparted to the regulator? What should be
net worth amd sharcholding requirements in case of companies being
regulators?

How 1o hold a regulator — first tier and second tier - accountahle? Wha
measures can be used 1o assess performance of regulator in the area of
development and i the avea of regulation”
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Central  regulator  should  undenake
disciplinary  action  through  disciplinary|
Commitice.

Disciplinery  Committee  should  have
representation from tier 2 regulitor. valuers
and eminent persons. r5|




|I'Irl:|.E]:lll:l-Hb¢[Il'.'l.'.‘ aof
Euch Ther

-ﬁ,,i;.::S_-IJ'I.IICI.!'.; l:.:lj-I
_ each Tier

I Scope and
Manner of

| Making

| Subordinate

| Legislation

| Scope and
Muanner of

| Making

- Byelaws

[ Monitarng and
Enlorceniem

independent to take decision? What arcas i1 may ool have full
independence” How much control Govemment should have over the first-
tier regulator and what are the means of such contral? How much contzol
| first tier should have ever the second-tier regulator and whist are the means

| of such control? How 1o protect the regulator from regulatory cupture? |

What should he the sources of funding of regulator -first ter and second

tier? How to develop human resources 1o man regulators? What kind of
technologicul resources does 3 regulutor need. What should be exten: of
grunt from Government? What should be revenue model?

What ate the areas the repulator - first tier and second tier - should be Mo views,

. ::-Emnll-l-?:;:gu].aliﬂ-r_:_l;.-ﬂ'...'lnl + Fees
s Ticr 2: Fees,

| What areas of development, regulation and standards be governed by
subordinate legistation by [first-tier regulator? What should be the
procedure for making  subordinate tegishition? What should be the
| instrument for subordinate lepislation? Best practices that may be refermed

Mo views.

1 IUI

What should be the extent and methedology of ma!-'.iné I:r:,-u' laws by the Mo views.

self-regulatory organisation in the two-ler siructure? What areas of
development, regulation and standards be aaverncd by bye-laws made by
| the second-tier regulmor? How to factor in the inlerests of society in
| making subordinate legislations?

L2zl

Who should monitor and what should be the manner of monitoring the
conduct of valuation professionals, market for valuation education and
' narket for valustion services? What should the scope of authonty and
|mm1m.'1 of inspection and investigation? What are specific rales m
monitoring and enforcement by each tier of regulator?

Scope and
Manner of
Quasi-Judicial
| Functions

iew 1
s Monitoring should be with Central Regulator.
o  Appeliate mechansm should be provided.

View 2: |
» Tier 2 should underiake monitoring and
enforcement.

» Central Regulator should act as Appellate,

What should be the mechanism for disposal of quasi-judicial functions at

| cach tier of regulator? Who should dispose of and the manner of disposal”

‘ What are the directions that can be given in disposal of 8 quusi-judicial
matter? What should be the appellate mechamsm'?

Mo views,
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{25 | Dealing with [ What should be mechanism to handle grievance of valuers? e Tier 2 regulator may handle within al
Cirievances of prescribed timeline,
4 Valuers Litse o O A . : . _

26 | Pealing with low should prievance and complaints against valucrs be handied by first- Central regulator may handle within # prescribed
(irevances ter end secomd tier regulators? imeline.
agminst Valuers | r

E. " VALUATION PROF, ESSIONALS "

77 Eligthility ta be | Who can be a valuer? Whal should be eligibiiity for an mdividual tobea o Existing assel classes are adequsle. '
2 Vialuer: valoer? What gualification and experience an individual should have 1o |e  Subsidiary and JVs shouid aliso be considered,
Quialificanon, be o valver? Should one have a degree i valuation? Should one have only for gram of regisiration under the Rules.
[-xperience. 1op up education in valusiion, after having a degree in engineeTng.

Entity management, fnance etc.? Who should provide education? What should |
be the eligibility to be an organisational valuer? How many asset classes
| should be available? Shauld & minimum and maximum age for practicing
bl | of profession he specified? )
28 | Independence How to hold & valuer accountable for his services? What should be No views.
- and disclosures by him? How o minimise influence of stakeholders on his
 Accoumability | independence? How should the fees ol n vaiuer be fixed? Should fee be
| jof Valger regulated? -
29 _r Code of I the code of conduct provided under the Compianies {Registered Valuers Existing prescription under the Rules 15 adeguate.
| Conduct and and Waluation) Rules, 2017 adequate? How to cnsure that the code of
| Ethics conduct is followed? How to monitor this? ]
30 | Scope and Should valuation standards be prescribed” Who should preseribe such [No views,
Manner ol | standards? How should such standard be developed and reviewed?! Should
Making such development be a continupus process? What should the legislation
Valuation provide regarding standards? Should regulator have any role in makings
| Standards standards? " .
31 | Protections for | How valuers can be protected for their banafide acts? Should protection (No views.
Valuers fow from regulations or statute? What should be the extenl of permitied
= | disclnimers? How much immuanity sheuld disclaimers provide? |
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32 | Reputation of "How 1o build and protect reputation of valuers? What factors to be Profession suffcrs reputation in the absence of]
the profession considered 1o consider a person as ‘1 and proper” for regislering a person gulation.
' ! as valoer? R — |i )
[E: DEVELOPMENT OF PROFESSION -
31 | Profession vis-a- | How is technology influencing valuation prafession? What technology No views.,
vis Technology | and how can such technology be used in markets for valuation services, |
valuers, valugtion education and valuation research? Will technalogy /
| machines replace valuation professionals in course of ume? W
4 | Scope and What is the scope of development? To what extent it includes lobbying? Na VIEWS.
| Approaches of | Daes it include advocacy”! Does it include development of markets? Does |
| Development it include education, contimuing professional education, examination,
development of curriculum and study material, ete? How can regulation '
facilitate development? What is the role of first tier regulator in
development? What is the role of second tier regubator n development?
' Should market undertake development? Should repulator compete with
T market in education? = — - W N _
| 3% | Scope and Wit is the scope of research? How much of research is necessary for No views.
approaches for | sustenance of viluation profession? Will market undertake research on its
Rescarch own’? How research can be facilitaed and encournged? What is the role
of first tier repulator in research? What is the role of second tier reguiatar
_ in research? Should regulater compete with market in research?
" — = TRANSITIONAL MECHANISM
36 | Phasing: Short /| How should the moll out of the new regulatory framework be phased? [Ncr Views.
| Medium / Long | What should be done immediaiely, what should follow and what shauld |
| Tesm: be done in long nun? _
37 | Grandfathering | Is there any need for grand fathering” Who can be grand fathered”? What No views,
L should be the process of grand fathering? = o
18 | Transitional How long it should 1ake for the frst-uer regulator w0 come up and ake IBB1 should continue to till Authonty under the
Arramgement for | over the task from [BEI? How the work wauld be transitioned o the new framework 15 wentified.
BB  regulator? o = ) - o
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[Should existing RVOs be automatically ransition o s second tier [RYOs should continue as tier 2 regulator but]

39 | Tramsitional
| Artangement for | regulator?  In what time frame? In case fresh eligibility norms are should be better monitored.
RViis stipulated for second tier regulators, how much time should exisling
| RVOs be provided to comply with the new norms, Should the number of
second vier regulators he capped? il . TR -

L4n | Transifional Should cxisting remstered valuers be automatically be migrated to the | e Automatic transition should not be provided.

Arrunipement for | new regulatory regime? What should they transitimn? s  Entry criteriz should be prescribed.
i RVs S o = ! -—

H. o ~_ANY OTHER VIEWS / SUGGESTIONS |

{41, « Al valuers should be covered within the framework heing discussed.

e Minutes of Monthly meeting of RVOs should be nyade available in public domain for the interest of the RVs,

g
Ef\m;:.fﬁm?'

Deputy General Manager
Insolvency and Bankmpicy Board of India
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Annexure G

SUMMARY OF VIEWS RECEIVED ON ONLINE PORTAL

Valuation as Profession

The valuation profession should become a well- recognised and respectable profession with the
capacity to attract younger talents. It may be similar to any other profession such as Architects, medical
professionals, Chartered Accountants, Company Secretaries, Advocates etc. Models of RICS (UK &
USA), IVSC, the Appraisal Foundation (USA), TeGOVA etc. The Valuation profession should also
enhance its ambit to social and environment implications of valuation apart from their core economic
purposes (This means that along with fair market value, sustainable valuation, linking environmental
sustainability should also be practised in India). The valuation profession in the future would mostly

be automated and data driven and therefore the valuation profession should adopt the technical
developments.

Market for valuation profession
The views of public received with regard to market of valuation profession was divergent and often
contradictory. On one side, some has opined that the market for Valuation Services is very vast viz.

from Companies to personal consumption. The market is already well developed and comprises of
Valuation Services required by Government Regulation (like IBC, Provisions of Companies Act,
Income Tax, Sarfaesi, Court order, etc) and Valuation Services Required for making business decisions
(like Sanction of Credit Facilities, M&A decisions, etc)

On the other side, it is also suggested that the market for valuation profession is limited. The routine
and repetitive valuation assignments may be may be taken over by inhouse valuers and artificial
intelligence. The valuation as it stands today is a narrow vertical unlike the professions of engineering,
medicine, law, auditing, financial advisory services and the like. Therefore, there has to be a scope for
widening the profession from offering mere valuation services to provision of due- diligence and
Techno-economic viability study for investments so that credit appraisal process is strengthened and
users of the services get more comprehensive offerings. It is suggested that the asset classes may be
merged or enhancing the market of valuers.

It was also suggested that the valuation should be exclusive domain of valuers registered under a
regulatory regime, similar to the practice adopted for advocates, doctors, chartered accountants and
other such professionals.

Regulatory Architecture

With respect to the regulatory architecture divergent views of the public was received. The views were
favourable for a statutory regulator. Some were in favour of regulated self regulation while some
favoured for central regulation.

It was suggested that the regulatory body should be single tier with Central Regulator as primary body
just like other Profession i.e. Advocate Act, Architect Act, etc. Further, state level bodies under the
control of central regulatory body can be elected through elections in democratic way only. No valuer
professional or private person must be allowed to be nominated as member of any committee under
regulatory body. Every person as representative of members must be selected through fair elections by
members only.

Although some suggestions came in favour of two-tier regulatory structure, majority of the views were
in favour of single tier statutory regulatory framework which gives benefit of more transparency any
better accountability.
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The funding of the central regulator may be from government grants, yearly contribution by valuers as
well as other stakeholders.

Functions of the Regulator

The Central level committee must work on nomenclature/syllabus/ subjects required to be introduced
as part of technical degree and for Master in Valuation program. The state level body must work on
Valuation Standards as per State policies and look out for betterment of profession at local levels. The
Committee shall be responsible for conducting seminars and workshops for upgradation of profession.
The tier 2 regulator may deal with setting course materials, granting certificate of practice, conducting

continuous educational programmes, monitoring of members, receiving grievances against the valuers,
etc., while the central regulator may deal with registration of members, setting of syllabus of
examination, conducting disciplinary actions, etc.

The central regulator may decide on the grievances against the valuers in the manner as done in other
professional bodies / institutes.

Valuation Professionals

The Companies (Registered Valuers and Valuation) Rules, 2017 adequately deals with the eligibility
conditions of the valuers. Some more eligible educational / professional qualifications may be added
such as for the asset class of SFA, the qualification of having passed CAIIB alongwith 10 years of
experience may be considered for registration. The eligibility qualifications prescribed under Rule 8(a)
of Wealth Tax Rules, 1957 may also be adopted. Further, diploma holders who are into practice for
more than 15 years in Valuation should be allowed to continue their practice with limitations on the
quantum values of worth of the property.

To secure the independence of valuer a categorized fee structure with respect to the quantum of the
work may be prescribed. Also, the valuer may be instructed to attach the picture of on-site inspection.
Further, all the assignments may be received by a central authority and from there the assignments may
be assigned to various valuers. The code of conduct has to be more elaborate than what is there currently
under the Companies (Registered Valuers and Valuation) Rules, 2017. The monitoring is to be strictly
periodic in nature and to be done via regular declarations in predefined formats which should be made
publicly visible

Development of Profession

The development of valuation profession can be undertaken by continuous seminars as well as
workshops to be conducted by secondary level regulator under the guidance of central regulator. While
submitting the report, there may be certain questionnaire on Code of conducts followed in the valuation
report being submitted, which will check and comply the Code of Ethics.

The technology would both assist as well as challenge the valuers in their profession. The advent of
artificial intelligence would make the routine work of valuers automated. It is important that the skills
of valuers is adequately upgraded to keep up with the dynamic changes in the market.

There is a requirement of research in the field of valuation profession. Scope of research would involve
data mining and data analytics of asset prices in various markets, relative merits of various approaches
and methods, application of technology, development of apps for various elements of the work,
lobbying with governments for uploading all property related info and village records in portals, fraud
identification, research on benefits of development of unique id for properties and recommendation to
the government bodies on the same, research on benefits of uploading all approved plans on portals, are
some of the areas with good scope for research and development.
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Transitional Mechanism

The new framework should be rolled out only after lag of certain time period. There is a division of
views whether the existing valuers be automatically allowed in the new system. Some suggested that
every practising valuer must be allowed to enter automatically in the new system, while others
suggested an examination and minimum training requirement be prescribed.

Learnings from the views received from online portal

o The learnings from regulatory structure of existing professions such as Architects, medical
professionals, Chartered Accountants, Company Secretaries, Advocates etc may be utilised for
designing regulatory architecture for valuation profession. The Valuation profession should
enhance its ambit to social and environment implications of valuation apart from their core
economic purposes.

o The market of valuation profession would be challenged by the advent of artificial intelligence
e The scope of valuation may be enhanced to expand the valuation market.

e The scope of eligible educational and professional qualifications may be enhanced to accommodate
diploma holders and other practicing valuers.

e The independence of valuers may be ensured by securing fee to be received by the valuer and also
monitoring his professional act.

e The eligibility criteria under the Companies Rules needs to be supplemented with additional
eligibility parameters pertaining to training and educational/professional qualifications. The issue
of minimum fee for the valuers needs examination.

o The valuers must be appropriately skilled at all times to keep up with the challenge of technology.
e The research in the field of valuation profession must be encouraged.

e Transition period required. Transition of valuers and RVOs under new framework may be based
on prescribed conditions.
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Indian Association of _:&H}, A member society Annexure H

F - oLy :
Investment Professionals "-'ﬁﬂ*‘.:‘; ot CFA Institute

To, 30" October, 2019
Insolvency and Bankruptcy Board of India

Valuer Division,

7" Floor, Mayur Bhawan,

Shankar Market, Connaught Circus,

New Delhi-110 001

Via email to: sahu.amit@ibbi.gov.in;
deeptanshu.singh@ibbi.gov.in;
feedback@ibbi.gov.in

Ref: IBBI/PR/2019/28 dated 08™ October, 2019

Sub: Consultation Paper on Institutional Framework for Regulation and Development of Valuation

Professionals

At the outset, we, at Indian Association of Investment Professionals (IAIP), a member society of the CFA
Institute, appreciate the opportunity to submit our response to the CONSULTATION PAPER ON
INSTITUTIONAL FRAMEWORK FOR REGULATION AND DEVELOPMENT OF VALUATION PROFESSIONALS.

IAIP is an association of over 2000 local investment professionals who are CFA charterholders and about
4000+ professionals who have cleared exams, eligible and awaiting charter. The Association consists of
valuation professionals, portfolio managers, security analysts, investment advisors, and other financial
professionals, that; promote ethical and professional standards within the investment industry, facilitate the
exchange of information and opinions among people within the local investment community and beyond,
and work to further the public's understanding of the CFA designation and investment industry.

CFA Institute is a global non-profit association of investment professionals with over 164,000 members in
over 165 countries. In India, the community of CFA charterholders is represented by the Indian Association
of Investment Professionals (CFA Society India).

Through our global research and outreach efforts, CFA Societies around the world endeavour to provide
resources for policy makers, financial services professionals and their customers in order to align their
interests. Our members engage with regulators in all major markets.

With regards to the above mentioned consultative paper, although we are yet in the process of studying this
area of regulation, we would like to provide our initial comments consistent with our objective to promote
fair and transparent global capital markets and to advocate for investor protection.

We would be happy to hear and discuss the merits / demerits of suggestions proposed by other practitioners
and request to be included in the deliberation process.

Our responses to some of the important points from Annexure | in the above referred press release by IBBI
are mentioned below:
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A. Details of our Organisation:
1. Name: Indian Association of Investment Professionals (CFA Society India)
2. Contact number: +91 98196 30042
3. Email address: advocacy@iaipirc.org
4. Postal address: 702, 7th Floor, A Wing, One BKC Tower, Bandra Kurla Complex, Bandra (E),
Mumbai - 400 051

B. Key Contributors:

1. Mr. Om Kumar Jha, CFA
2. Mr. Devan Furia, CFA

C. General Views:

Our primary comment is directed towards acceptability of global credentials and practices in India. In
addition to the domestic valuation industry, India has a large and growing industry that supports global
valuation needs. This industry has grown at an outstanding rate over the last decade as global
corporations have moved valuation work to India in order to take advantage of lower costs and talent
availability. Many well known overseas financial services names have outsourced part of their operations
to India and this is expected to continue to grow further. There are more than 150,000 Indian employees
who are operating in these firms.

Given the acceptance of IFRS and fair value reporting in India, as well as global markets, we believe the
Indian valuation industry will grow significantly, especially domestically, which makes a strong case for
Indian policy makers to formally recognise international certifications like the CFA Charter in order to
promote global best practices of ethics and professional excellence, thus improving investor protection
and market integrity. Before we provide our specific comments, we would like to share a couple of links
to our website which the Committee might be interested in:

i. Regulator and Program Recognition (Fact Card):
https://www.cfainstitute.org/-/media/documents/factsheet/rpr-factsheet.ashx

ii. CFA Program Candidate Body of Knowledge (CBOK):
https://www.cfainstitute.org/en/programs/cfa/curriculum/cbok

D. Specific Views:

Sr. No. | Issue Views / Suggestions
10. Type of Move towards Regulated Self-Regulation
Regulation

We would like to share a link to a research report which the Committee
might be interested in:

https://www.cfainstitute.org/en/advocacy/market-integrity-
insights/2013/09/cfa-institute-report-can-self-regulation-work-in-
securities-markets

The above webpage provides a background and a link to a detailed CFA
Institute report - Self-Regulation in the Securities Markets: Transitions and
New Possibilities - which addresses the questions being raised about the
continued utility of self-regulation in today’s markets and highlights the
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great potential it offers, especially in emerging markets.

This report highlights that, for all the potential benefits, self-regulatory
systems also have a number of inherent conflicts that must be addressed in
order to remain credible. The report notes a number of them (particularly
the failures of prominent SROs like the CBOE and FINRA in policing and
controlling conflicts of interest) and urges future improvements to SRO
governance structures to enhance market and investor trust.

Despite all the challenges, we do believe that self-regulation holds the
potential for alleviating the strain on regulators (which suffer from
budgetary pressures and overseeing voluminous regulations), among other
benefits.

If a regulated self-regulatory structure for the valuation profession is
considered, we need to ensure that the activities of the self-regulatory
organisations are palatable and transparent to market participants. Unless
these organisations are seen to enhance market integrity, their activities
could have the reverse effect. To that end, the above mentioned CFA
Institute report proposes a few recommendations (refer page no. 36 of the
report) designed to make SROs an accepted and trusted part of the global
financial market regulatory system.

27.

Eligibility to be a
Valuer:
Qualification,
Experience,
Entity

Presently there is certification for 3 asset classes. We suggest
incorporating more asset classes as well as making qualification criteria
more robust. Both of these points have been separately elaborated
below:

Incorporating more asset classes
This will enable specialized study, examination and establishment of
professional framework relevant to the specific asset classes.

Present Classification of Asset Classes:
1. Land and Building

2. Plant and Machinery

3. Securities or Financial Assets

Suggested Additional Asset Classes:

Gems, Jewelry and Precious Art

Private equity and Pre-IPO equity

Distressed Assets and llliquid Securities

Derivatives, specifically exotic / complex structures

New Technology Based Businesses, which have cash flow and
profitability dynamics that are different than the older businesses

vk wnN R

Categories 2 to 5 of suggested additional asset classes could be categorized
as area of specialization within Securities or Financial Assets.

Identify specific areas of specialization will have following advantages:

e Specialized Body of Knowledge: Separate curriculum and/or recognizing
other reputed degree / diploma / certifications that provide required
knowledge by making them eligible for some exemptions
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e Appropriate Regulatory Framework: Facilitation in identifying asset
class specific requirements and gauging the impacts of breaches on
overall economy. For example, derivative mispricing can impact
financial institutions and destabilize the markets, or failing to price IPOs
in a fair manner might make the primary markets riskier and impact
investor confidence.

e Establishing Professional Associations of certified members catering to
specific asset classes: This has the potential to help in promoting global
best practices and developing innovative ideas in valuing complex
assets by valuation professionals specializing in their respective
domains.

Enhancing Emphasis on Relevant Qualification (With Securities Or
Financial Assets class as an example)

Having a more rigorous study curriculum and examination system will
ensure that those who get certified are better prepared to handle
challenges in the profession.

The existing curriculum for certification exam covers:

S. No. | Topic Weight (%)

1. Macroeconomics 4

2. Finance and Financial Statement 6
Analysis

3. Professional Ethics and Standards 4

4, General Laws 18

5. Financial Reporting under Indian 5
Accounting Standards

6. Overview of Valuation 4

7. Valuation Approaches 3

8. Valuation Application 33

9. Regulations Relevant to Financial 4
Asset Valuation

10. Judicial Pronouncements on 3
Valuation

11. Case Studies 16

Total 100

This is a sound curriculum; however following are some limitations of the
existing system that we have identified and where we would like to
suggest improvements:
1. Training of 50 hours only, conducted by Registered Valuer
Organizations
2. Only one examination of 2 hours to test everything
3. All kinds of Financial Assets being clubbed in one test

Our suggestions are:
1. Create different levels and study topics, to test following level of
proficiency:
a. Understanding of Concepts
b. Application of Concepts
c. Ability to take and explain decisions in complex situations
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2. Provide robust study material, created with support of experts in the
specific field, including real life case studies for candidates to
understand various aspects of the valuation profession

3. Provide relevant exemptions to candidates with certain professional
qualification who might have studied a specific part of the curriculum in
depth, for example:

a. CFA Charterholders may be exempted from most of the modules
covering valuation of asset classes, as they have been tested for
achieving a certain level of mastery of those concepts as part of the
CFA Program, and therefore, they may be allowed to proceed with
fulfilling the testing requirements which are not covered in the CFA
Program, like the knowledge of local laws and regulations.

This will motivate more people with professional qualifications to

register as valuers.

4. Conduct each level of examination after some gap, for example six
months, depending on level of robustness of the curriculum
a. This, along with the previous point, will ensure that the course will
be longer for candidates with no professional education
background while it will be shorter for candidates with relevant
professional qualifications.

5. Just as B. Com and B. Com (Honors) are distinct degrees, distinct
qualifications can be provided for candidates choosing to either pursue
the program with only general focus on business valuation to pursue
specialized knowledge of one or more of the following areas:

a. Private equity and Pre-IPO equity

b. Distressed Assets and llliquid Securities

c. Derivatives, specifically exotic / complex structures

d. New Technology Based Businesses, which have cash flow and
profitability dynamics that are different than the older businesses

Citations of some global programs on business valuation that provide
some exemptions to CFA Charterholders:

e Certified in Entity and Intangible Valuations Credential offered by
American Society of Appraisers:
https://www.appraisers.org/credentials/ceiv-certification

e Chartered Business Valuator Credential offered by CBV Institute,
Canada: https://cbvinstitute.com/course-exemptions

32.

Reputation of
the Profession

Recognition of Experience Along With Education

To establish certain amount of trust, recognition of those who have
significant relevant experience of applying knowledge obtained through
education.

Different level of certifications / professional recognition

1. Whoever has the requisite education and has cleared certification
examination, may start working, however with limited authorities

2. Whoever meets the first criteria and also has relevant and significant
experience (for e.g. 4 years), may have more authorities in conducting
valuation assignments
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Example from one of the global valuation framework: Different
certifications provided by American Society of Appraisers, link:
https://www.appraisers.org/credentials

1.

This can be modeled after CFA Institute’s approach to award the CFA
Charter as noted below:

Clearing Exams: An individual might mention the level of CFA
curriculum he/she has successfully cleared. However, even after
clearing all levels of the CFA curriculum, one is not eligible to apply for
the CFA Charter unless they acquire requisite work experience, which is
48 months.

Charter Award: After acquiring requisite relevant work experience,
those who have cleared all levels of the program can apply for the CFA
Charter.

There can be alternative approaches to ensure candidates obtain relevant
work experience, however key elements to consider could be:

Allow Tapping Market Value: If it is a stipend based training for a few
years, then the stipend may be appropriately stipulated by the
regulator, otherwise it might discourage individuals with professional
gualifications to pursue the profession on a low stipend. Allowing them
to tap their market value soon after obtaining a recognized
gualification relevant to the valuation profession will invite talent to
this profession.

Accountability and Professional Conduct: A well-defined and structured
procedure may be laid out and accountability clearly defined for the
below three parties in the process of recognizing relevant experience
for certification:

a. The candidate who is claiming fulfilment of requisite relevant
experience

b. The reference who is substantiating it

c. Institute / Organization verifying the claim and awarding the
recognition

If any breach is found, the parties mentioned above shall have
responsibility to prove that they followed processes independently
and objectively.

Thank you again for the opportunity to comment on this important regulatory framework. As mentioned
earlier, we are still in the process of studying this important area of regulation and due to paucity of time, we
were unable to provide detailed comments on some of the other important topics the Committee would be
focusing on while deliberating on this regulatory framework. Therefore, we would like to request you to
allow us about one month of additional time to contribute further with additional inputs and insights on this
subject. We would really appreciate if you would be able to revert to us on this request for extension of
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If you or your staff have questions or seek further clarification, please do not hesitate to contact Mr.
Rajendra Kalur, CFA at CFA Society India by email at advocacy®@iaipirc.org

Sincerely yours,

Rajendra Kalur, CFA
Director - Research and Advocacy Committee
Indian Association of Investment Professionals, Member Society of CFA Institute
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Annexure I

Institution of Surveyors (India)

Roundtable on Institutional Frame work for Regulation and Development of Valuation Professionals

- List of Issues for Discussion

Sl. No. Issues for Elaboration of the Issue Representation / Comments
deliberation
A VALUATION PROFESSION
1 Vision of What is your vision of the Valuation is one of the most important factor
Valuation valuation profession, five years, | of the economy of the nation. So proper
Profession ten years and twenty years valuation is most important and that should
hence? Should it be like the be done by qualified valuers with proper
profession of Chartered regulation. The scope and opportunity is
Accountant, Doctor, Advocate or | huge and it will be more if all valuations
any other? come under regulation.

Valuation regulation will be imposed not only
for professional valuers. It should be
extended to engager and in the field of
services.

First five years the existing qualified valuers
(By qualification and experience) will serve
the nation under the regulation. Next five
years only qualified valuers under new
regulation will act. 20 years onwards all
valuation, valuers, valuation service,
engagers will be regulated by the Act only.
and several of universities and institutions
will come up with valuation courses with
existing. New branch of studies will be
developed like Engineering, Chartered
Accountancy, Medical, Legal, Architecture,
etc. Our valuation and valuers will be
accepted internationally.

Vision should be five years as the valuation
professionals are urgently needed in India for
economical development of our country.
Development of valuation profession should
have been done before 10 to 15 years.
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It should be like the combination of Architect
Act & Chartered Accounts’ Act.

IN

Review of

valuation

profession
Internationally

Valuation profession of which
country / jurisdiction can be a
model for valuation profession in
India? Which particular feature,
practice, or mechanism can be
adopted from that jurisdiction?
Any difficulty in adopting them?

Model should be followed :
Malaysia Valuer’s Act and/or New Zealand
Valuer”s Act.

Particular feature : Full-fledged Valuation
education in degree level conducted by any
University or any recognized professional
Institution with certain professional practical
experience.

The minimum education should be degree
level valuation.

The said Act completely regulated by the
Govt. by its Council. There is no two tier
system in both the Acts. Those countries are
running successfully the Valuer’s Act for last
several years.

Difficulties: Although there is no university
conducted any degree level valuation course
as on date. If this act will be implemented in
the above model several Universities and
institutions will come up with valuation
course.

Royal Institute Chartered Surveyors (R.I.C.S),
United Kingdom is the pioneer valuation
Institution who dominates the valuation
profession internationally from long before.
In fact, this Institution is the mother of
valuation profession. Fortunately, in 1950
Government of India established “Institution
of Surveyors (India)” in Delhi with some
British Surveyors following R.l.C.S. model.
Still this Institution is working and imparts
education on distance education mode.
Among other disciplines “Valuation Surveying
(Valuation of immovable properties) is one of
the disciplines at degree level, recognized by
Ministry of Human Resource Development
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(M.H.R.D.) Govt. of India and the curriculum
of Valuation Surveying is recognized by All
India council for Technical Education
(A..C.T.E.). This Institution is the only
recognized Institution in India still today at
degree level.

The course / curriculum of valuation
education are almost same to R.L.C.S,,
London. There is also a Memorandum of
understanding (MoU) between the two said
Institutions.

As such, R.I.C.S. model can be adopted of its
mechanism. There is no difficulty in adopting
in India.

W

Review of
Other
Professions in
the Country

Which profession can be model
for valuation profession in India?
Which particular feature,
practice, or mechanism can be
adopted from that profession?
Any difficulty in adopting them?

Valuation is a separate discipline of
education. Valuation profession is a multi
disciplinary education. No other profession is
matching with this profession. Valuation
education encompasses in the field of
economics, market dynamics, law, statistics,
accountancy, engineering, principle of
valuation, advanced valuation, surveying,
quantity & estimation, etc.

So for valuation profession, full time
valuation education should be that model,
which will be started after 10+2 level.
Institution of Surveyors imparts valuation
education in immovable / real estate
properties for more than 40 to 45 years
before at graduate degree level.

Another Full course in Post Graduate Level
conducted by Sardar Patel University,
Gujarat.

There is no difficulty in adopting them.
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4 Review of Valuation profession has long Valuation profession has a long history in
Valuation history in India. What are the India, but there was no compulsory
Profession in learning / lessons of such long education system in our country. Most of the
the Country experience for the statutory professional in valuation in our country has a
framework for valuation poor knowledge in the subject except those
profession? What features from | who passed the examination of Institution of
the draft Valuations Professionals | Surveyors or Post Graduate from S.P.

Bill, 2008 can be adopted? What | University.
features from the Companies In 2008 an attempt was made for enactment
(Registered Valuers and of Valuation Act. Due to improper planning
Valuation) Rules, 2017 (“the Valuers Act could not come into force. So,

Rules”) can be adopted? nothing can be adopted from that attempt.
Experience with the Rules so far. | However, some features, like disciplinary
What has worked well? What has | action, guidance for valuers etc can be
not worked well? adopted from the Companies (Registered
Valuers and Valuation) Rules, 2017 (“the
Rules”).
B
MARKET FOR VALUATION
PROFESSION

5 Market for How big is market for valuation | Market for valuation services is very big in
Valuation services? Is the market India. Along with Capital Gain Tax or
Services competitive? How can it be made | Company Matters or Loan /Mortgage , there

more competitive? What are
market imperfections? Who
controls price? What are the
market segments in terms of
asset classes, users or any other?
What are market shares of
individual valuers and
organizational valuers? What
influences growth of the market?
Does the market need to be
developed?

are many segments of valuation profession
which are not yet explored due to presence
of other acts (like stamp duty act, land
acquisition act, municipal act etc). Apart
from those, there are many other asset
classes of valuation, which are not yet
properly developed.

The market is very much competitive. But
this a unhealthy competition due to lack of
proper regulation and unqualified valuers are
dominating the market.

Although there are different assets class
mentioned under Sec 34AB (Rule 8a), but this
is not applicable in the same manner as on
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date , it may be a guide line but need proper
reform for categorizations of asset class.

Regarding Market share, by the quantity of
valuation work major share hold by the
individual valuers but valuation work by the
value, the company valuers and individual
valuers hold almost similar share of entire
valuation market.

It is very much needed to develop the market
of valuation including engagers.

Valuation services at present are very poor
what it deserves. Simply it can be said that
there is no regulated property market in
India. For this reason buyers are taking
advantage of this situation over sellers of the
properties. Regulated property market is that
market where the seller of the property
come to the property market, created for
such purpose, and registered his property for
sale with a view to obtain maximum price in
the competitive market. In absence of that
regulated market sometimes unwilling
property owners are forced to sale their
properties at a token price to a buyer who
forced him to sale. So it is needed to develop
the property market.

(o)}

Market for
Valuers

How big is the market for
valuers? What is the market
potential over next 10 years? Is
the market competitive? How can
it be made more competitive?
What are the market segments in
terms of asset classes, users or
any other? Does the market need
to be developed? What are
relative merits and demerits of
individual valuer and
organizational valuer? Should

The size valuation market is very big
including tangible and intangible assets both.
But the intangible assets valuation almost
ruled by financial assets and those are
controlled by the CA or Cost Accountant. The
volume of tangible assets are huge by
guantity and by monetary measures both.
But there is no such regulation and bindings
of valuation of tangible assets. Existing
market of tangible assets is very big and if
the Govt. controlled and regularize those
untouched market the size will be almost
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policy promote one over the
other?

multiples of existing market in next 10 years.

N

Market for
Valuation
Education

How big is market for education?
What is market potential over the
next 10 years? Is the market
competitive? Who are market
players? What are market
imperfections? Which model of
education — legal, medical,
accountancy or any other - is
suitable for valuation education?
Should education and
examination be with one agency?
What are the deficiencies in the
current model of valuation
education in the country?

There are no University regular courses in
valuation for different class of assets at
degree level in India. However, full time post
graduate degree course in Real Estate &
Plants and Machinery is available at Sardar
Patel University Vallabh Vidyanagar.

Other is “Institution of Surveyors (India)” a
professional institution (HQ in Delhi with 16
branches throughout the country) who
imparts education in valuation of real estate/
immovable properties in distance education
mode at degree level, recognized by MHRD &
AICTE. The course / curriculum of valuation
education are almost same to R.I.C.S., United
Kingdom. Moreover there is also a
Memorandum of understanding (MoU)
between the two said Institutions.

Apart from this there is no university, college
or institution who imparts degree
level/under-graduate courses in valuation for
any asset class in India.

Valuation is a completely separate studies
like medical or engineering or law. This
valuation education should not be a top up
educational programme. The entry level
should be 10+2 standards like other
professional courses. Undergraduate level
courses will be started in different
universities. Along with the universities,
there will be recognized professional
institution for conducting the professional
valuation courses.

After 10 years those who will be in valuation
profession all are completely qualified
valuers.

Due to the present norms most of so called
valuation professionals are not interested to
take valuation education except some
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professionals who felt its necessity and came
up for valuation education and qualified
themselves in valuation education in our
country.

|00

Market for
Research and
Knowledge
Management

How big is the size of market?
How the market can be
developed? How to incentivize
research and knowledge
management? How soon the
extant knowledge would be
redundant? Who does research?

Valuation is required for various purposes.
So, it has a high demand in India. Only thing
is to educate in valuation curriculum in the
field of real estate, plants and machinery,
financial assets, mines, agriculture etc to
produce high standards of Valuation
professionals.

Market imperfection has created due to
shortage of qualified valuers having
knowledge in the specific disciplines.
Moreover more institutions, universities &
colleges are required to educate the students
with  high standards. Introduction of
Valuation Standard, regular training program,
proper education policy etc will reduce
imperfections in valuation profession.

No. There should be separate agency.
Examination should be started at under
graduate level.

In our country there are proper recognized
and internationally accepted courses in Real
Estate Valuation since last 60 years and in
Plant & Machinery valuation since last 20
years. So very soon we can design the
curriculum for Real Estate and Plant &
Machinery valuation.

The expert from Institution of Surveyors and
S.P. University will be engaged for do the
research.

o

Exclusivity

Can valuation services be
rendered by anyone? Should
valuation services be exclusive
domain of registered valuation
professionals? What valuations
should be mandatorily be
conducted by valuers? How can

No, Valuation service cannot be rendered by
any one.

Valuation service should be exclusive domain
not only for registered valuation
professionals but also qualified valuation
professionals.
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competition be promoted if
valuation work is reserved for a
set of people?

Any kind valuation of tangible asset and
intangible asset should be mandatorily
conducted by qualified registered valuers.

Every professional practice like medical or
engineering or accountancy, architecture or
law is reserved for particular set of people
who are qualified and in those profession
there is good competition. In valuation
profession should follow the same manner
for reserving the profession for set people
who are qualified.
Following categories of valuers should be
included in the proposed Council of Valuers :-
(a) Master degree in valuation (2 years regular
course) recognized by U.G.C & Govt. of India.
(b) Professional under graduate / degree in real
estate / immovable properties valuation
conducted by Institution of Surveyors. (As only
the valuation course of Institution of Surveyors is
recognized by MHRD, AICTE, UPSC etc
(c ) IBBI examination pass out Valuation

Professionals. However, they should be

given sufficient opportunity to qualify

themselves at list degree level in

valuation for those who did not have

Such qualification.
(d) R..C.S. Members (their membership must
have pass out examination, conducted by R.I.C.S.
in distance education mode)

C REGULATORY ARCHITECTURE
10 Type of Does valuation profession require | Absolutely necessary for a statutory
Regulation regulations? Should it be regulation

statutory regulation or self-
regulation or regulated self-

It should be statutory regulation
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regulations?

11

One Tier Vs.
Two Tier
Regulation

Should there be a central
regulator or many parallel
regulators competing with one
another? Should there be two
tiers of regulators — many second-
tier regulators competing with
one another, under the oversight
of a central first tier regulator?
Should the Valuation profession
be regulated by one-tier regulator
as for Advocates or two-tier
regulators as in insolvency
profession?

It should be a single central regulator.

There should not be two tier of regulations.

It is strongly recommended for single
regulatory body under the statute.

To promote the education and promotion of
the profession we have to forget about the
completion among the professional, as the
main objective of our government to work
for the development of the society. For the
development of the society and the
economic condition regulation is necessary
without any profit making. In this case if
there is competition between the regulator
who are the private bodies then the
corruption will be more without proper
development and all intermediators will be
squeezing the valuer members to make profit
instead of proper development of the
society. No such provision in Govt. Act like
C.A. Act, Medical Act, Architects’ Act etc.
Unhealthy competition should be avoided to
achieve high degree of professionalism
following valuation ethics and valuation
standards.

12

Regulation Vs.
Development
Vs. Standards

Should work relating to
regulation, development and
standards relating valuation

profession be housed together?
Do regulation and development
complete or complement each
other? Do regulations and
standards compete or
complement each other? What
should be the scope of regulation
and development in terms of
markets for valuers, valuation
services, valuation education and
valuation research?

Every Valuation Professional shall have to
maintain standards, ethics and regulations.
Development of the profession should be a
continuous process.

Yes, regulation & standards both are
complement each other.

The valuation for any purpose should be
under the Act and only those valuers can do
who will be come under the proposed Act.
The act not only imposed to the professional
valuers but also to the engagers.
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13 Scope of How long should be the statutory | Statutory regulation without any time limit
Statutory legislation? What aspects should | that should be for perpetuity with time-to-
Legislation it cover? How often this should be | time amendments provision.
amended? Should it be principle | It should be the combination of Architact Act
based or rule based? Should it be | and Chartered Accountant’s Act. Amendment
an incomplete law, i.e., should of Act may be done as and when required.
the legislation be a skeletal one | No scope should be given for unqualified
with substantial dependence on | valuers for practicing in the field of valuation
subordinate legislation? in order to achieve success.
It should be Central Legislation, which will be
effective for entire country.
14 Malleability of How to ensure that the Valuation curriculum itself covers all current
Framework. framework remains malleable? laws in India. As and when law change or
How should it cover any emerging | newly enforced that will be included in the
new asset class? How should it curriculum of valuation education.
cover valuations under different
laws?
D FUNCTIONS OF THE REGULATOR
15 Role of Each In case of two-tier regulatory Valuers’ Act should be like Architect &
Tier in structure, what should be the role | Chartered Accountants’ Act. Proposal for first
Regulation / of the first tier in education, tier only. Second tier should be avoided. It
Development development, standard setting, | may invite legal complicacy, friction of
of Valuers / research, valuation services? interests, ethics and others.
Market What should be the role of the | The Central Council will supervise education
second tier in education, and professional development both. If UGC
development, standard setting, | started the valuation educational course
research, valuation services? How | then UGC also involved for educational
each such function can be neatly | development.
segregated between two tiers? Or | We have to follow the provisions laid down
some overlap is desirable? What | in the other countries like Malaysia,
are the good areas for overlap Singapore, New Zealand, those are
and the extent of such overlap? | successfully executed Valuation Professional
How to avoid regulatory gaps? Act for last several years.
16 Scope and What areas need regulation? Proposed Council of Valuers and its
Approaches of Who - valuers, market for committee should frame regulations
Regulation valuation services, valuation according to need.

education, valuation research -
needs regulation? What are tools
of regulation? What is the role of

No second tire provision is accepted.
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first tier regulator in regulation?
What is the role of second tier
regulator in regulation? Should
market undertake regulation?
What is scope or extent of self

regulation? Should first tier
regulator and second tier

regulators compete with each

other in regulation? What should

be jurisdiction of the first tier and

second tier regulators?

17

Governance of
Each Tier

Should regulator — first tier and
second tier - be a statutory body,
a for-profit company, a not-for-
profit company, an association of
persons, or a society? What
should be composition of its
governing body? What should be
the extent of stakeholder
representation in the governing
body? How democratic legitimacy
can be imparted to the regulator?
What should be net worth and
shareholding requirements in
case of companies being
regulators?

Private organizations or companies cannot
be a regulator.
There is no such provision in any other
professional regulation Acts prevailing in
the country.

18

Accountability
of Each Tier

How to hold a regulator — first tier
and second tier - accountable?
What measures can be used to

assess performance of regulator
in the area of development and in
the area of regulation?

Remarks as in 17.

19

Independence
of Each Tier

What are the areas the regulator -
first tier and second tier - should
be independent to take decision?

What areas it may not have full
independence? How much
control Government should have
over the first-tier regulator and
what are the means of such
control? How much control first

Remarks as in 17.
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tier should have over the second-
tier regulator and what are the
means of such control? How to
protect the regulator from
regulatory capture?

20

Resources of
each Tier

What should be the sources of
funding of regulator -first tier and
second tier? How to develop
human resources to man
regulators? What kind of
technological resources does a
regulator need. What should be
extent of grant from
Government? What should be
revenue model?

Remarks as in 17.

21

Scope and
Manner of
Making
Subordinate
Legislation

What areas of development,
regulation and standards be
governed by subordinate
legislation by first-tier regulator?
What should be the procedure for
making subordinate legislation?
What should be the instrument
for subordinate legislation? Best
practices that may be referred to.

Remarks as in 17.

22

Scope and
Manner of
Making
Byelaws

What should be the extent and
methodology of making bye laws
by the self-regulatory
organization in the two tier
structure? What areas of
development, regulation and
standards be governed by bye-
laws made by the second tier
regulator? How to factor in the
interests of society in making
subordinate legislations?

Remarks as in 17.

23

Monitoring
and
Enforcement

Who should monitor and what
should be the manner of
monitoring the conduct of
valuation professionals, market
for valuation education and
market for valuation services?

Remarks as in 17.
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What should the scope of
authority and manner of
inspection and investigation?
What are specific roles in
monitoring and enforcement by
each tier of regulator?

24 Scope and What should be the mechanism Remarks as in 17.
Manner of for disposal of quasi-judicial
Quasi-Judicial functions at each tier of
Functions regulator? Who should dispose of
and the manner of disposal?
What are the directions that can
be given in disposal of a quasi-
judicial matter? What should be
the appellate mechanism?
25 Dealing with What should be mechanism to Remarks as in 17.
Grievances of handle grievance of valuers?
Valuers
26 Dealing with How should grievance and Remarks as in 17.
Grievances complaints against valuers be

against Valuers

handled by first-tier and second
tier regulators?

27

Eligibility to be
a Valuer :
Qualification,
Experience,

VALUATION PROFESSIONALS
Who can be a valuer? What
should be eligibility for an
individual to be a valuer? What
qualification and experience an

This point has been discussed in A — 2.

Only Degree or its equivalent in Valuation

Entity individual should have to be a
valuer? Should one have a degree
in valuation? Should one have
only top up education in
valuation, after having a degree in
engineering, management,
finance etc.? Who should provide
education? What should be the
eligibility to be an organisational
valuer? How many asset classes
should be available? Should a
minimum and maximum age for
practicing of profession be
specified?

Education is eligible under the Act.

No top up education is accepted.
Valuation is not advanced part of engineering
or architect or management etc. Valuation is

a completely seaparete
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There should not be any age limit like
Chartered Accountants.

28

Independence
and
Accountability
of Valuer

How to hold a valuer accountable
for his services? What should be
disclosures by him? How to
minimise influence of
stakeholders on his
independence? How should the
fees of a valuer be fixed? Should
fee be regulated?

This would be the function of proposed
Council of Valuers’ Act and its different
committees.

29

Code of
Conduct and
Ethics

Is the code of conduct provided
under the Companies (Registered
Valuers and Valuation) Rules,
2017 adequate? How to ensure
that the code of conduct is
followed? How to monitor this?

As per Chartered Account’s Act.

30

Scope and
Manner of
Making
Valuation
Standards

Should valuation standards be
prescribed? Who should
prescribe such standards? How
should such standard be
developed and reviewed? Should
such development be a
continuous process? What should
the legislation provide regarding
standards? Should regulator have
any role in makings standards?

Valuation Standards to be prescribed by the
proposed Council of Valuers where well
qualified in valuation and well experienced
professionals will be there in the proposed
Valuers’ Act. It may be revised from time to
time as and when required.

31

Protection for
Valuers

How valuers can be protected for
their bonafide acts? Should
protection flow from regulations
or statute? What should be the
extent of permitted disclaimers?
How much immunity should
disclaimers provide?

As per Chartered Account’s Act.

32

Reputation of
the profession

How to build and protect
reputation of valuers? What
factors to be considered to
consider a person as ‘fit and

proper’ for registering a person as

It is the only way that a valuer must be
qualified in valuation discipline recognized by
the Government at degree or master degree

level and have well field experienced.
“Fit and proper” clause may be taken as per
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valuer?

Company’s (valuers and Valuation) Rules.

DEVELOPMENT OF PROFESSION

33

Profession vis-
a-vis
Technology

How is technology influencing
valuation profession? What
technology and how can such
technology be used in markets for
valuation services, valuers,
valuation education and valuation
research? Will technology /
machines replace valuation
professionals in course of time?

Technology can help valuation. However,
Technology cannot replace valuation
professionals. There is hardly any property
which is exactly same to each other.
Structure may be similar but its location
differs. More over real property cannot be
purchased or sold. Its rights are only
transferred from one person to other. As
such, each property has individual character.
So, technology cannot help in assessing
valuation of an asset. It requires thorough
inspection of every property by properly
educated and experienced Valuer.

34

Scope and
Approaches of
Development

What is the scope of
development? To what extent it
includes lobbying? Does it include
advocacy? Does it include
development of markets? Does it
include education, continuing
professional education,
examination, development of
curriculum and study material,
etc? How can regulation facilitate
development? What is the role of
first tier regulator in
development? What is the role of
second tier regulator in
development? Should market
undertake development? Should
regulator compete with market in
education?

It requires development of markets. It
includes education, continuing professional
education, examination, development of
curriculum and study material, etc.
There is no place of first tier, second tier etc.
It is the function of proposed “Council of
Valuers” and its committee so formed in the
proposed Valuers’ Act. Principle should be as
per the Chartered Accountants’ Act.

35

Scope and
Approaches
for Research

What is the scope of research?
How much of research is
necessary for sustenance of
valuation profession? Will market
undertake research on its own?
How research can be facilitated

Research works are required to be done by
well qualified professional valuers. It should
be a continuous process on the basis of
market study of property. It should be
encouraged by the valuation professional
Institution or university.
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and encouraged? What is the role
of first Page 6 of 6 tier regulator
in research? What is the role of
second tier regulator in research?
Should regulator compete with
market in research?

Proposal of first tier and second tier are
discouraged.

TRANSITIONAL MECHANISM

36 Phasing: How should the roll out of the After formation of Valuers Council in Valuers’
Short / new regulatory framework be Act, all Government recognized Institution
Medium / phased? What should be done and University who presently impart
Long Term immediately, what should follow education in valuation to be activated
and what should be done in long according to the need of the country.
run? Secondly, new Universities to be established
according to the need for degree and post
graduate degree in valuation in the stream of
Real Estate, Plants & Machinery and Financial
Asset. In third stage it is to be considered for
the valuation professionals for agricultural,
gold & gems, mines and other sectors.
37 Grandfatherin Is there any need for grand No comments.
g fathering? Who can be grand
fathered? What should be the
process of grand fathering?
38 Transitional How long it should take for the This point has been discussed in point no. B-
Arrangement | first-tier regulator to come up and 9.
for IBBI take over the task from IBBI? How
the work would be transitioned to
the regulator?
39 Transitional Should existing RVOs be Council of valuers after formation of
Arrangement automatically transition to as “Valuers’ Act” will consider the issue. First
for RVOs second tier regulator? In what Tier regulator must be capped. RVOs are

time frame? In case fresh
eligibility norms are stipulated for
second tier regulators, how much
time should existing RVOs be
provided to comply with the new
norms. Should the number of
second tier regulators be capped?

private organizations. They cannot be given
regulatory power under any Parliament Act
like Chartered Accounts Act, Architects Act,
and Medical Council Act etc. It contravenes
law of the Country. Regulator must be
formed by the Council and its committee of
the proposed Valuers Act like other Acts. Any
Parliament’s Act for professionals in India
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doesn’t allow the Council of that Act to sub
delegate its regulatory power to any private

entity.
40 Transitional Should existing registered valuers | The proposed Council of Valuers may decide
Arrangement | be automatically be migrated to this issue.
for RVs the new regulatory regime? What

should they transition?
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SL.

No.

Corporate

Professionals

Issues for Elaboration of the Issue

deliberation

Vision
Valuation
Profession

Review
Valuation
Profession
Internationally

VALUATION PROFESSION

of

of

What is your vision of the valuation profession, five
years, ten years and twenty years hence? Should it be
like the profession of Chartered Accountant, Doctor,
Advocate or any other?

Suggestion
Valuation Profession is still evolving and at nascent
stage in India.

It’s high time for this Profession to be Regulated and
Respected.

Ideally, there should be One Valuation Regulator, One
Valuation Standards and Common Education for
Valuation Practitioners.

It is emphasized that the need of common education is
more in India than other countries as even though we can
prescribe the International Standards to be implemented,
but the education and its application guidance would
remain the key for its effective implementation. The
international standards assume “Competency” and
“Expertise” which may not be available with a large
number of valuation professionals in India who are doing
their small Individual practice.

Valuation profession of which country / jurisdiction
can be a model for valuation profession in India?
Which particular feature, practice, or mechanism can
be adopted from that jurisdiction? Any difficulty in
adopting them?

Suggestion

The IVS are applied in about 100 Countries around the
globe and this become the preferred standard for adoption
subject to necessary carve outs for Indian requirements.
The IVS are also complaint with IFRS based on which Ind-
AS has been framed, so IVS stands more suitable for
framing Indian Valuation Standards.

Some counties like U.S. also have their own Valuation
Standards promulgated by NACVA, IBA, AICPA, ASA,
and USPAP but it is clarified that each of the valuation
standards are more of guiding principles and thus are not
materially different from each other.
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Review of Other
Professions in
the Country

However it may be noted that the US Valuation Standards
are more prescriptive with technical and application
guidance than the IVS which are more professional
judgement based.

Research Paper
https://cicbv.ca/wp-content/uploads/2014/09/CICBV -
2014-Ian-Campbell-Research-Paper-Lobo-Bottomley-
Final-April-15.pdf

International Comparison
https://s3.amazonaws.com/web.nacva.com/TL-
Website/PDF/InternationalStandardsChart.pdf

Comparison within U.S.
https://s3.amazonaws.com/web.nacva.com/TL-
Website/PDF/DomesticStandardsChart.pdf

Mandatory Performance Framework

Recently, the Certified in Entity and Intangible Valuations
(CEIV) credential was designed to enhance consistency
and transparency in the fair value measurement process.

The CEIV credential as to Mandatory Performance
Framework addressed one area where gaps in guidance are
believed to still exist relates to performance (that is,
addressing the “how much to do” question). Various terms
have been used to describe this topic, such as “level of
rigor,” “depth of analysis,” “scope of work,” “level of due
diligence,” “extent of documentation,” and “extent of
investigation.”

Currently the American Society of Appraisers (ASA), the
American Institute of Certified Public Accountants
(AICPA) and the Royal Institution of Chartered Surveyors
(RICS) are approved to confer this credential.

Source:
https://ceiv-credential.org/mandatory-performance-
framework-and-application/

Which profession can be model for valuation
profession in India? Which particular feature,
practice, or mechanism can be adopted from that
profession? Any difficulty in adopting them?
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4

Corporate
Professionals

Review of
Valuation
Profession in the
Country

Valuation profession has long history in India. What
are the learnings / lessons of such long experience for
the statutory framework for valuation profession?
What features from the draft Valuations Professionals
Bill, 2008 can be adopted? What features from the
Companies (Registered Valuers and Valuation) Rules,
2017 (“the Rules”) can be adopted? Experience with
the Rules so far. What has worked well? What has not
worked well?

Suggestion
The Valuation ecosystem in India has seen fast evolution
in the last decade (more specifically since 2007).

We have seen different regulators prescribing valuation
requirements for different transaction where purchase/sale
of some Assets are involved. Some regulators have
prescribed some valuation methodologies whereas others
have kept it open to the judgement of valuers. Some have
also mentioned use of internationally accepted valuation
standards.

This has also led to conflicts wherein different valuation
methodologies are also applied to comply with
requirement of different regulators, even for the same
transaction. This anomaly must be addressed for the ease
of business.

The Ind AS got implemented on India since April 2016
requiring Fair Valuations and the Registered Valuer
provisions implemented w.e.f. 18" October, 2017

The Companies (Registered Valuers and Valuation) Rules,
2017 (“the Rules”) are in right direction and the Valuation
Professionals are now mostly settled with its requirements.

The only class of valuers not happy with the Registered
Valuer provisions would be the practitioners under
erstwhile Wealth Tax domain who are significantly large
in numbers and many of those might not have transitioned
as Registered Valuers.

The RVO’s have strengthened the Profession but all are
imparting knowledge and training as per their own
understanding. This is not leading to Standardization.
There is an exam in the Registered Valuer framework but
there is no apprenticeship training because of which
aspiring valuers are not able to learn practical aspects of
the profession.
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The only education as of now is the 50 hours RVO training
which is predominantly aimed at cracking the examination.
Thus more importance need to be given to Education and
Training for Standardization.

The Registered Valuer Rules have already addressed who
can become a valuer, eligibility and role of RVO’s,
Valuation Standards, Contents of Valuation Report,
Professional competence, due care and independence of
valuer, maintenance of records and regulation of the
profession including model code of conduct.

There could be some transitional arrangement for the large
number of erstwhile Wealth Tax valuers and also there
could be some course for enrolling young students after
class 12 (3 years) and also graduates after graduation (1-2
years).

Herein it is mentioned that the existing Registered Valuer
Rules have already provided for stringent eligibility
conditions for valuation under different classes of assets.
The same may be reviewed to address the needs of the
Industry.

The expert group constituted the government had
recommended the setting up of “Institute of Valuation
Professionals” as an independent and autonomous
corporate professional body in July 2009 and therafter the
Companies Bill has brought in the concept of Registered
Valuers in 2011.

Instead of starting afresh, we should take it up from where
we are.

One issue which can be addressed in Registered Valuer
provisions is that presently in case of a Valuation Entity
the Partners/Directors are not allowed to practice in their
Individual names. This is restricting their independence
and not allowing the collaboration of valuation experts
under different asset classes.Larger entities would be in a
better position to get access to systems and processes and
become more competitive

Another issue is under Rule 8 of Registered Valuer Rules
which puts the entire onus on the Valuer outsourcing a part
of the work to another valuer. The Valuer who is thus
outsourced such work is not accountable at all for any
wrong doing which is not correct.
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Market for
Valuation
Services
Market for
Valuers

MARKET FOR VALUATION PROFESSION

How big is market for valuation services? Is the market
competitive? How can it be made more competitive?
What are market imperfections? Who controls price?
What are the market segments in terms of asset classes,
users or any other? What are market shares of
individual valuers and organisational valuers? What
influences growth of the market? Does the market need
to be developed?

Suggestion

There is enough business for valuation and market is
competitive. Valuation is required for M&A, Sale of
Assets/Business, Strategic business decisions and also for
Regulatory and Financial reporting. Growing Corporate
Governance and Regulatory and Shareholders activism is
also leading to independent valuations in India.

However, in terms of business the top 50 firms and about
500 valuers would be doing most of the business.

On the other hand a category of erstwhile wealth tax
valuers are doing large no. of bulk valuations for smaller
value. They continue to be unregulated under the
Registered Valuer Rules as these rules are only applicable
to the Companies Act and the IBC.

How big is the market for valuers? What is the market
potential over next 10 years? Is the market
competitive? How can it be made more competitive?
What are the market segments in terms of asset classes,
users or any other? Does the market need to be
developed? What are relative merits and demerits of
individual valuer and organisational valuer? Should
policy promote one over the other?

Suggestion

As Valuation Education, Systems and processes need to be
developed in India in order to match with the international
benchmarks, Larger valuation firms should be encouraged
by collaboration with each other.

It can be made more competitive by allowing collaboration
amongst different class of valuers and to allow them in
forming larger entities. This however will happen, if the
existing restriction of not allowing practice in Individual
name is done away with.(Note- There is no such restriction
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in Registered Valuer Rules but IBBI is asking for such
undertaking before Registration).

As of now, there are 11 Valuation entities but 2482
Individual Valuers and about Thousands of Wealth Tax

Valuers.
Market for How big is market for education? What is market
Valuation potential over the next 10 years? Is the market
Education competitive? Who are market players? What are

market imperfections? Which model of education —
legal, medical, accountancy or any other - is suitable for
valuation education? Should education and
examination be with one agency? What are the
deficiencies in the current model of valuation education
in the country?.

Suggestion

As mentioned before, there is huge scope of education on
valuation in India starting with the basic concepts till the
expert topics of valuation.

As of now there is no codified valuation education in the
country as valuation is multi-disciplinary in nature and
thus require knowledge of laws, economy, accounting,
industry, valuation theory, valuation standards and
practical experience.

Even though there is education and awareness about the
areas surrounding the valuation, there is no formal
education for core valuations as in the theory and practice.

Even there aren’t many good books on valuation in India
to be used as reference material by valuation professionals,
companies and regulators.

Market for How big is the size of market? How the market can be
Research and developed? How to incentivise research and knowledge
Knowledge management? How soon the extant knowledge would
Management be redundant? Who does research?

Exclusivity Can valuation services be rendered by anyone? Should

valuation services be exclusive domain of registered
valuation professionals? What valuations should be
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Type of Regulation

One Tier Vs. Two
Tier Regulation

mandatorily be conducted by valuers? How can
competition be promoted if valuation work is reserved
for a set of people?

Suggestion

In line with the Registered Valuer Rules, there must be
eligibility (mix of qualification and experience) for
Valuers.

All Regulators Valuations can be made mandatory by the
Registered Valuers.

As eventually, the valuation community would converge
to Registered Valuer framework, so the competition would
be healthy.

Yes, for this to happen the existing regulations of different
regulators need to be amended and transitional framework
to be provided for the other category of valuers (CA, CMA,
Merchant Banker, Registered Valuer, Wealth Tax Valuer,
Engineers etc)

REGULATORY ARCHITECTURE
Does valuation profession require regulations?
Should it be statutory regulation or self-regulation or
regulated self-regulations?

Suggestion

Statutory Regulation is good as it gives
credibility and respect to the Profession
and professionals.

Should there be a central regulator or many parallel
regulators competing with one another? Should there
be two tiers of regulators — many second- tier
regulators competing with one another, under the
oversight of a central first-tier regulator? Should the
Valuation profession be regulated by one-tier
regulator as for Advocates or two-tier regulators as
in insolvency profession?

Suggestion
Central Regulation is better
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Regulation Vs.
Development Vs.
Standards

Scope of Statutory
Legislation

Malleability of
Framework.

Role of Each Tier
in Regulation /
Development  of
Valuers / Market

Should work relating to regulation, development and
standards relating valuation profession be housed
together? Do regulation and development complete
or complement each other? Do regulations and
standards compete or complement each other? What
should be the scope of regulation and development in
terms of markets for valuers, valuation

services, valuation education and valuation research?

Suggestion
Centralized Regulation and Development may work
better

However the exiting framework of RVO’s should also be
integrated may be in form of committees etc. so that they
all can also work together (not individually) for the best
results under the monitoring/supervision of the central
regulator.

How long should be the statutory legislation? What
aspects should it cover? How often this should be
amended? Should it be principle based or rule based?
Should it be an incomplete law, i.e., should the
legislation be a skeletal one with substantial
dependence on subordinate legislation?

How to ensure that the framework remains
malleable? How should it cover any emerging new
asset class? How should it cover valuations under
different laws?

FUNCTIONS OF THE REGULATOR

In case of two-tier regulatory structure, what should be
the role of the first tier in education, development,
standard setting, research, valuation services? What
should be the role of the second tier in education,
development, standard setting, research, valuation
services? How each such function can be neatly
segregated between two tiers? Or some overlap is
desirable? What are the good areas for overlap and the
extent of such overlap? How to avoid regulatory gaps?
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16

17

18

19

20

21

Corporate

Professionals
Scope and
Approaches of
Regulation
Governance of Each
Tier

Accountability  of

Each Tier

Independence  of

Each Tier

Resources of each

Tier

Scope and
of
Subordinate
Legislation

Manner
Making

What areas need regulation? Who - valuers, market for
valuation services, valuation education, valuation
research - needs regulation? What are tools of
regulation? What is the role of first tier regulator in
regulation? What is the role of second tier regulator in
regulation? Should market undertake regulation? What is
scope or extent of self-regulation? Should first tier
regulator and second tier regulators compete with each
other in regulation? What should be jurisdiction of the
first tier and second tier regulators?

Should regulator — first tier and second tier - be a
statutory body, a for- profit company, a not-for-profit
company, an association of persons, or a society? What
should be composition of its governing body? What
should be the extent of stakeholder representation in the
governing body? How democratic legitimacy can be
imparted to the regulator? What should be net worth and
shareholding requirements in case of companies being
regulators?

How to hold a regulator — first tier and second tier -
accountable? What measures can be used to assess
performance of regulator in the area of development and
in the area of regulation?

What are the areas the regulator - first tier and second tier
- should be independent to take decision? What areas it
may not have full independence? How much control
Government should have over the first- tier regulator and
what are the means of such control? How much control
first tier should have over the second-tier regulator and
what are the means of such control? How to protect the
regulator from regulatory capture?

What should be the sources of funding of regulator -first
tier and second tier? How to develop human resources to
man regulators? What kind of technological resources
does a regulator need. What should be extent of grant
from Government? What should be revenue model?

What areas of development, regulation and standards be
governed by subordinate legislation by first-tier
regulator? What should be the procedure for making
subordinate legislation? What should be the instrument
for subordinate legislation? Best practices that may be
referred to.
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23

24

25

26

27

Corporate
Professionals

Scope and Manner

of Making Byelaws
Monitoring and
Enforcement

Scope and Manner
of Quasi-Judicial

Functions

Dealing with
Grievances of
Valuers

Dealing with

Grievances against
Valuers

Eligibility to be a
Valuer:
Qualification,
Experience, Entity

What should be the extent and methodology of making
bye laws by the self-regulatory organisation in the two-
tier structure? What areas of development, regulation
and standards be governed by bye-laws made by the
second-tier regulator? How to factor in the interests of
society in making subordinate legislations?

Who should monitor and what should be the manner of
monitoring the conduct of valuation professionals,
market for valuation education and market for valuation
services? What should the scope of authority and manner
of inspection and investigation? What are specific roles
in monitoring and enforcement by each tier of regulator?

What should be the mechanism for disposal of quasi-
judicial functions at each tier of regulator? Who should
dispose of and the manner of disposal? What are the
directions that can be given in disposal of a quasi-judicial
matter? What should be the appellate mechanism?

What should be mechanism to handle grievance of
valuers?

How should grievance and complaints against valuers be
handled by first- tier and second tier regulators?

VALUATION PROFESSIONALS

Who can be a valuer? What should be eligibility for
an individual to be a valuer? What qualification and
experience an individual should have to be a valuer?
Should one have a degree in valuation? Should one
have only top up education in valuation, after having
a degree in engineering, management, finance etc.?
Who should provide education? What should be the
eligibility to be an organisational valuer? How many
asset classes should be available? Should a minimum
and maximum age for practicing of profession be
specified?

Suggestion
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Corporate
Professionals

Independence and
Accountability of
Valuer

The eligibility could be on the line of Registered valuer
Rules with only relaxation for partners/directors to be
able to practice in their individual name as well.

Like mentioned before, there is no core education in
valuation in India so top up education in valuation
(significantly more than the existing 50 hours training)
works for those having basic degrees in engineering,
finance, management etc.

Degree in Valuation 1is another valuation for
development of valuation profession and providing
opportunities to Students after class 12. 12 months
Apprenticeship could be made mandatory for Degree in
Valuation in 2™ /3™ year.

Three Classes of Assets is already working in Registered
Valuer Rules. Others could be their sub classes.

Minimum Age could be that for other Professional
Degrees say 21. Maximum may not be necessary so long
as competency exist.

How to hold a valuer accountable for his services?
What should be disclosures by him? How to minimise
influence of stakeholders on his independence? How
should the fees of a valuer be fixed? Should fee be
regulated?

Suggestion

A valuer should be held accountable for his professional
error or omission.

The role of the valuer and management/Resolution
Professional needs to be clearly demarcated as a Valuer
does the wvaluation under certain assumptions and
limitations based on the data available on the valuation
ate.

A valuer only being involved in an engagement for a few
days or weeks does not have access to the complete data
or what lies behind data including insight of the
transaction and reasons thereof best known to the
management. His role is to review the data provided to
him and apply the suitable valuation methodologies.
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30

31

Corporate

Professionals

Code of Conduct

and Ethics

Scope
Manner
Making
Valuation
Standards

Protections
Valuers

and

A valuer has no role to do Audit or Due Diligence of the
Company.

A valuer should not be held responsible for the lack of
complete date if he has disclosed the basis of valuation
and limitations in his report.

Fees should be best left to be decided by the market like
in other professions.

Is the code of conduct provided under the Companies
(Registered Valuers and Valuation) Rules, 2017
adequate? How to ensure that the code of conduct is
followed? How to monitor this?

Suggestion

Yes, the code of conduct provided under the Companies
(Registered Valuers and Valuation) Rules, 2017 is
largely adequate

It could be implemented by self- declaration and
periodical review by the authority.

Should valuation standards be prescribed? Who

of should prescribe such standards? How should

for

such standard be developed and reviewed? Should
such development be a continuous process? What
should the legislation provide regarding
standards? Should regulator have any role in
makings standards?

Suggestion
Yes, Valuation Standards are important and also the
practical/application guidance.

The existing Registered Valuer Rules has provision of
a committee for framing the Valuation Standards.

The standards should be framed after public

consultations on the committee report.

How valuers can be protected for their bonafide
acts? Should protection flow from regulations or
statute? What should be the extent of permitted
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Corporate
Professionals

disclaimers? How much immunity should
disclaimers provide?

Suggestion

Refer suggestion in point 28.

Such immunity is needed for transparent and fair
valuations as a valuation can always be challenged in
a court of law.

The landmark judgement of Miheer H. Mafatlal v
Mafatlal Industries Itd. AIR 1997 SC 506 throws light
on this aspect wherein it was held that role of a court
is not to sit in appeal where the same has not been
objected to by majority shareholders.

Disclaimers are used in valuation reports to highlight
the general and specific limitations faced in the
valuation engagements.

The IVS provide clarity on these points (Para 20.2 of
IVS 102) states that Sufficient Evidence must be
assembled to ensure that the valuation is properly
supported.

Para 10.7 of IVS 105 further requires valuers to
perform sufficient analyses to evaluate all inputs and
assumptions and their appropriateness for the
valuation purpose. If limitations on investigations are
so substantial that the valuer cannot sufficiently
evaluate the inputs and assumptions, the valuation
engagement must not state that it has been performed
in compliance with the IVS.

Para 100.1 of IVS 200

A valuer must assess the reasonableness of
information received from management,
representatives of management or other experts and
evaluate whether it is appropriate to rely on that
information for the valuation purpose. For example,
prospective financial information provided by
management may reflect owner-specific synergies
that may not be appropriate when using a basis of
value that requires a participant perspective.
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Corporate
Professionals

Reputation of the
profession

Profession vis-a-
vis Technology

Further a lot of interpretations exist in the IVS
Asset Standards too which require correct
application. Most of the time, the differences in
understanding and application of these aspects
lead to vide value conclusions.

Specific guidance is required for proper
application of IVS 105

e Comparable Transactions Method
(Para 30.6, 30.7, 30.8)

e Guideline Public Traded Comparable
Method (30.12, 30.13, 30.14)

e Discounts for Lack of Marketability
(DLOM) [30.17 (a)]
-Applicability of Discounts and
Premiums on Fair Value for
Regulatory Transactions needs
deliberations

e Control Premiums [30.17 (b)]
e Blockage Discounts [30.17 (c)]

e Discounted Cash Flow (DCF) Method
(50.2 - 50.31)

e Cost Approach (60.1 — 80.8)

How to build and protect reputation of valuers? What
factors to be considered to consider a person as ,,fit
and proper™ for registering a person as valuer?

Suggestion
Registered Valuer Rules and IBBI orders are right in

this direction in true spirit

DEVELOPMENT OF PROFESSION
How is technology influencing valuation
profession? What technology and how can such
technology be used in markets for valuation
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Corporate

Professionals
Scope and
Approaches of
Development
Scope and
approaches for
Research

Phasing: Short /
Medium / Long
Term

services, valuers, valuation education and
valuation research? Will technology / machines
replace valuation professionals in course of time?

Suggestion

Technology can only be enabler in Valuation
Profession though computations can be done using
Technology, however the judgement of the valuer in
review and value conclusion would always hold
importance.

What is the scope of development? To what extent it
includes lobbying? Does it include advocacy? Does it
include development of markets? Does it include
education, continuing professional education,
examination, development of curriculum and study
material, etc? How can regulation facilitate
development? What is the role of first tier regulator in
development? What is the role of second tier regulator
in development? Should market undertake
development? Should regulator compete with market
in education?

What is the scope of research? How much of research
is necessary for sustenance of valuation profession?
Will market undertake research on its own? How
research can be facilitated and encouraged? What is
the role of first tier regulator in research? What is the
role of second tier regulator in research? Should
regulator compete with market in research?

TRANSITIONAL MECHANISM
How should the roll out of the new regulatory
framework be phased? What should be done
immediately, what should follow and what should be
done in long run?

Suggestion
Registered Valuers should be retained
Those not yet transitioned to Registered Valuers to go

through training and exam requirements considering
their valuation experience.
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39

40

Corporate
Professionals
Grandfathering

Transitional
Arrangement for
IBBI

Transitional
Arrangement  for
RVOs

Transitional
Arrangement for
RVs

Is there any need for grand fathering? Who can be
grand fathered? What should be the process of grand
fathering?

Suggestion
Same as pt. 36

How long it should take for the first-tier regulator to
come up and take over the task from IBBI? How the
work would be transitioned to the regulator?

Should existing RVOs be automatically transition to
as second tier regulator? In what time frame? In case
fresh eligibility norms are stipulated for second tier
regulators, how much time should existing RVOs be
provided to comply with the new norms. Should the
number of second tier regulators be capped?

Should existing registered valuers be automatically be
migrated to the new regulatory regime? What should
they transition?

Suggestion
Yes existing registered valuers should be

automatically migrated to the new regulatory regime
for their respective class of assets.
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Annexure K

ch

Confederation of Indian Industry

Cll Views - MCA Committee for examining institutional framework to regulate Valuation
Professionals

MCA vide its office order dated 30/08/2019 constitutes an 8-member expert committee chaired by Dr. M.S. Sahoo (Chairman,
IBBI) to examine the need for an institutional framework for regulation and development of valuation professionals (‘VPs’).

The committee shall scrutinize the regulatory architecture for VPs, including the extent of self-regulation and statutory regulation
along with the governance structure of regulatory institutions; Refers the committee to consider — (i) a disciplinary mechanism to
monitor the conduct and performance of valuers, and (ii) a mechanism for development of a cadre of valuers (including current
practitioners and freshers). The terms of reference for the committee further include deliberation upon valuation standards,
provision of valuation services and transitional arrangement for registered valuers and registered valuer organizations. We thanks
MCA for its initiative for strengthening the Valuation Ecosystem in India and will put forward Industry submission/suggestions on
pertinent issues as required by MCA

S.No | Issue for deliberation | Elaboration of the Issue Comments
1 Vision of Valuation What is your vision of the | Valuations are needed by various sections of the Society, like
Profession valuation profession, five | companies, shareholders, auditors/accountants, fund
1| Page Confederation of Indian Industry
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years, ten years and
twenty years hence? May
it be like the profession of
Chartered

Accountant, Doctor,
Advocate or any other?

managers/analysts, banks, tax authorities, regulators like RBI and
courts/NCLT.

Given the wide use of valuations, the vision for the profession is

Producing high quality valuations that can be relied upon by
all the stakeholders

Ensuring independence of valuation professionals

Improving India Inc.’s standing in Transparency and in Ease
of Doing Business

Profession may be able to draw in high quality talent,
including ensuring diversity of talent from different fields

Making India center of excellence for new research in
valuation

When comparing valuation to other professions like C.A.,
Doctors, Advocates, it is important to understand a few
differences

Valuation is not a stand-alone profession, unlike advocates,
doctors etc. Various kinds of valuations can be considered as
part of those specific fields e.g. a valuation performed for
recording fair value in accounting standards overlaps with
accounting industry; on the other hand, a valuation
performed for calculation of damages in a claim in

2 | Page
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arbitration overlaps with legal industry. The valuation for
physical assets like plant & machinery is a completely
different segment. While there are basic common principles,
the diverse fields cannot be clubbed as a single rigid
profession

- The body of knowledge for law or accountancy or medical is
complete in itself. However, valuation, depending upon
where it is used, has to draw upon the body of knowledge of
other fields e.g. a tax valuation cannot be carried upon
without a good understanding of tax laws, a machinery
valuation would require a good engineering knowledge, a
valuation for a transaction in a listed company may require
knowledge of securities law etc.

- Valuation is not an exact science, unlike medical profession
or law. Valuation involves far more subjectivity by very
nature of it. It also relies relatively more on uncertain
forward-looking information vis-a-vis other professionals
whose occupation would largely be reviewing/advising basis
past information.

- The number of doctors, chartered accountants and cost
accountants in India could be around 8 lakhs, 2 lakhs and 1
lakh respectively. As against that, the number of registered
valuers in India are only about 2600. It is a very small field.

- Even within this small number, there will be very few who
are exclusively undertaking valuations only for a living.

3 | Page Confederation of Indian Industry
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Therefore, in the zeal to regulate, it is important that the
regulators do not end up stifling the flexibility and inclusiveness
required for the profession to achieve its objective.

2 Review of Valuation Valuation profession of It is noted that no developed country is regulating the valuation
Profession which country / profession in the way that India is trying to do. This is despite the
Internationally jurisdiction can be a fact that valuation profession is much larger in these countries. It

model for valuation is worth reflecting why other countries have chosen not to
profession in India? centrally regulate this profession.
Which particular feature, ] )
practice, or mechanism Il’l.dlal"l framework may be developed based on the following
can be adopted from that principles:
jurisdiction? Any » May not lead to over-regulation
difficulty in adopting » In India, the government (through the recent
them? valuation regulations) is regulating all aspects of
the profession — like, who can be a valuer, how
valuation firms can be structured etc.
» India is the only country following this route
» In a dynamic and evolving profession, this may be
counter-productive.
» Encourages improvement of standards and globalisation
» Encourage SROs/RVOs to strengthen standards to
improve the profession
» Encourage integration with global standards. This
4 | Page Confederation of Indian Industry
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will help to create Valuation KPOs serving the
global market.
» Do not micro-manage valuation firm structures

» Do not insist on ‘valuer only’ firms. This will
impact quality for various valuations.

» Encourage valuers to form collaborations with
different professionals. Make the field dynamic
and inclusive

3 Review of Other Which profession can be | Pl refer point No 1.
Professions in the model for valuation
Country profession in India?
Which particular feature,
practice, or mechanism
can be adopted from that
profession? Any difficulty
in adopting them?
4 Review of Valuation Valuation profession has | Valuation profession has a long history. In this period, various
Profession in the long history in India. regulators have regulated valuations that form their domain e.g.
Country What are the learnings / SEBI has regulated valuations which are used for mergers
lessons of such long involving listed companies. Courts have also pronounced
experience for the judgements on valuations.
statutory framework for ) '
valuation profession? The Comp'anles' Act and the Valuation Rules helped put a ba§e
What features from the set of qualifications and a body of knowledge for the profession.
5 | Page Confederation of Indian Industry

306




draft Valuations
Professionals Bill, 2008
can be adopted? What
features from the
Companies (Registered
Valuers and Valuation)
Rules, 2017 (“the Rules”)
can be adopted?
Experience with the Rules
so far. What has worked
well? What has not
worked well?

It also set forth a model code of conduct.

The dual basis of regulation, whereby only principles,
knowledge, standards, codes or conduct and qualifications are
centrally regulated, while the specific valuation situations are
regulated by the specific regulators, is the most workable model
which balances setting common standards and improving quality
with the need to provide flexibility for different types of
valuation requirements.

However, it is critical to note that only about a dozen firms have
got registered under the aforesaid rules, which itself indicates
that the regulations in respect of ownership of firms are
considered to be too stringent and not inclusive.

Market for Valuation Profession

5 Market for Valuation How big is market for The market for valuation services is highly fragmented and also
Services valuation services? Is the | considering there is no platform which collates data for

market competitive? How | practicing valuers, is very difficult to estimate its size. As
can it be made more mentioned earlier, the number of valuation professionals seems
competitive? What are to be a fraction of other professionals. Further, not all valuers
market imperfections? registered with IBBI would be active in the profession and most
Who controls price? What | of them would pursue other vocations (apart from providing
are the market segments valuation services). The overall market from a service fee
in terms of asset classes, | perspective would be less than Rs. 1000 crores — the split
users or any other? What | between individual and organizational valuers is not known.
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are market shares of
individual valuers and
organisational valuers?
What influences growth
of the market? Does the
market need to be
developed?

This is extremely small compared to the market for Doctors,
Advocates, Chartered Accountants etc.

The market for valuation is highly competitive. This can be
evidenced from the fact that no single firm would have even 10%
market share of the overall market. Besides, the players in
different segments of the market are very different.

The market can be kept competitive, by ensuring that the entry of
new players into the market is not hampered by collusion among
valuers, or by regulation.

No one controls the pricing for valuations, it is dependent upon
market forces. The client typically evaluates the technical
capabilities of the valuer, the purpose & complexities of
valuation, the time it would take to undertake the engagement,
before agreeing on price with the valuer based on mutual
negotiations. Asset class covered under valuations are financial
securities, tangible assets intangible assets etc.

The growth of the market is dependent upon macro factors such
as GDP growth, regulatory changes (eg. tax, RBI, SEBI,
Companies Act), M&A + Private equity/venture capital
activities, international investors’ confidence in Indian economy
including their view on ease of doing business, and overall
improvement in financial reporting/corporate governance
standards.

7 | Page
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Every market in every profession needs to be developed.
However, there are no major constraints to its growth.

6 Market for Valuers How big is the market for | Refer our response to the point No. 5 above.
valuers? What is the ) ' ' o o
. The relative merits and demerits of individual v. organization
market potential over next
10 years? Is the market valuers are as follows:
competitive? How can it Merits of organization valuers | Merits of individual valuers
be made more
competitive? What are the Can pull together - Can be more agile and
market segments in terms subject matter experts flexible, especially for
of asset classes, users or (SMEs) from various smaller engagements
any other? Does the fields — accounting,
market need to be tax, sector experts, etc
developed? What are — as and when required
relative merits and c et fi
demerits of individual ofipietion 6 Hirle
o bound mandates (eg.
valuer and organisational .
. undertaken by listed
valuer? May policy .
companies for every
promote one over the v fi ol
other? quarte.r y financia
reporting)
Can take up large
mandates which would
be physically
challenging for
8 | Page Confederation of Indian Industry
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individual valuers (eg.
Large cross border
mandates or those that
require multiple
factory site visits)

- Have access to
required databases/
proprietary research to
perform valuation

Demerits of organization
valuers

Demerits of individual
valuers

- Clients may need to
hire multiple advisors
with different skill
sets or insist/allow
sub-contracting
arrangements for
dealing with various
class of assets

- Lack of access to
databases / adequate
research resources
required to carry out
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valuation.

The role of regulation may be only to foster competition. As long
as there is competition and availability of both individual and
organizational valuers, the clients and the market would choose
the valuers that suit them. As long as the objective of the policy
is development of the profession, it may not interfere in the
operations of the free competitive market, which is the case with
valuations currently.

Market for Valuation
Education

How big is market for
education? What is
market potential over the
next 10 years? Is the
market competitive? Who
are market players? What
are market imperfections?
Which model of
education — legal,
medical, accountancy or
any other - is suitable for
valuation education? May
education and
examination be with one
agency? What are the

No comments.

10 | Page

Confederation of Indian Industry

311




deficiencies in the current
model of valuation
education in the country?

8 Market for Research How big is the size of No comments.

and Knowledge market? How the market

Management can be developed? How
to incentivize research
and knowledge
management? How soon
the extant knowledge
would be redundant? Who
does research?

9 Exclusivity Can valuation services be | In India currently, various regulators specify who can be a valuer
rendered by anyone? May | for specific valuations; this leads to compartmentalisation and
valuation services be fragmentation. However, it allows regulator to regulate specific
exclusive domain of valuations.
registered valuation
professionals? What In our opinion, the role of regulation may be to ensure that the
valuations may be person conducting the valuation has a basic knowledge and
mandatorily be conducted understanding. Beyond this specific point, there may not be any
by valuers? How can reservation of valuation for a specific set of professional
competition be promoted organisation etc. as it would impact inclusiveness and
if valuation work is competitiveness. As an example, if a valuation is for tax
reserved for a set of purposes, and the regulations somehow create barriers for

valuation and tax professionals to join together, it would be
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people?

negatively impacting quality and competitiveness. In our opinion,
as long as the valuation regulations have ensured that the
individual signing the valuations is competent, it does not matter
whether that individual is acting on his own, or is a part of
specialized valuation firm, or is a part of general firm providing
various other consultancies.

Considering the above, while the valuation profession framework
may provide for basic qualification criteria and training
requirements for someone to qualify to carry out valuations, it
may also encourage collaborating with various experts (e.g.
technical, tax, accounting, commercial) to perform quality
valuation rather than restricting these experts to contribute to
valuations. Please see the file attached explaining this point in
detail.

Regulatory Architecture

10 Type of Regulation Does valuation profession | Yes, there may be a regulatory framework in place which ensures
require regulations? May | that:
it be statutory regulation ' _ ' _ '
or self-regulation or » The Valugtlon professpn deyelops in an 1ncl}151ve .
regulated self- manner, 1nV01V'1ng varied kind of talent that is required to
regulations? perform valuations
» Independence and integrity of valuer
» High quality standards/transparency in valuation
» Anyone doing valuation is made responsible for the
12 | Page Confederation of Indian Industry
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valuation done
» Adaptability to account for changing dynamics
However, the framework may not be over regulating as explained
in point Nos. 2, 4 and 9 above.

It may be kept in mind that there are already review mechanism
in place on work done by valuers. For example,

- valuation done for tax purposes get challenged during
assessment proceedings;

- valuation done for foreign exchange regulations are
reviewed by RBI during inspection of authorized dealers,

- clarifications are sought on valuation done for listed
company by of SEBI/stock exchanges.

11 One Tier vs Two Tier | May there be a central Considering that valuations are intrinsic to various fields, parallel
Regulation regulator or many parallel | regulators cannot be avoidable. E.g. how can SEBI not be

regulators competing with | permitted to regulate valuations which involve merger of listed
one another? May there companies. Similarly, how can RBI not regulate valuations
be two tiers of regulators | which are used for valuing collaterals for loans.
— many second tier ) )
regulators competing with We do not have any comments on one tier vs. two tier regulators.
one another, under the
oversight of a central
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first-tier regulator? May
the Valuation profession
be regulated by one-tier
regulator as for Advocates
or two-tier regulators as
in insolvency profession?

12

Regulation vs
Development vs
Standard

May work relating to
regulation, development
and standards relating
valuation profession be
housed together? Do
regulation and
development complete or
complement each other?
Do regulations and
standards compete or
complement each other?
What may be the scope of
regulation and
development in terms of
markets for valuers,
valuation services,
valuation education and
valuation research?

Yes, the work relating to regulation, development and standards
may be housed together as all these aspects are complementary in
nature.

14 | Page

Confederation of Indian Industry

315




13

Scope of Statutory
Legislation

How long may be the
statutory legislation?
What aspects may it
cover? How often this
may be amended? May it
be principle based or rule
based? May it be an
incomplete law, i.e., may
the legislation be a
skeletal one with
substantial dependence on
subordinate legislation?

Refer point Nos. 1 and 4 above. Standards may be based on
principles only and be amended on real-time basis as needed
rather than at specific time interval.

14

Malleability of
Framework

How to ensure that the
framework remains
malleable? How may it
cover any emerging new
asset class? How may it
cover valuations under
different laws?

No comments.

Functions of the Regulator

15

Role of Each Tier in
Regulation/Develoment
of Valuers/Market

In case of two-tier
regulatory structure, what
may be the role of the
first tier in education,

No comments.
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development, standard
setting, research,
valuation services? What
may be the role of the
second tier in education,
development, standard
setting, research,
valuation services? How
each such function can be
neatly segregated between
two tiers? Or some
overlap is desirable?
What are the good areas
for overlap and the extent
of such overlap? How to

avoid regulatory gaps?
16 Scope and Approaches | What areas need Refer point Nos. 4 & 11.
of Regulation regulation? Who -

valuers, market for
valuation services,
valuation education,
valuation research - needs
regulation? What are tools
of regulation? What is the
role of first tier regulator
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in regulation? What is the
role of second tier
regulator in regulation?
May market undertake
regulation? What is scope
or extent of self-
regulation? May first tier
regulator and second tier
regulators compete with
each other in regulation?
What may be jurisdiction
of the first tier and second
tier regulators?

17

Governance of Each
Tier

May regulator — first tier
and second tier - be a
statutory body, a forprofit
company, a not-for-profit
company, an association
of persons, or a society?
What may be composition
of its governing body?
What may be the extent of
stakeholder representation
in the governing body?
How democratic

No comments.
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legitimacy can be
imparted to the regulator?
What may be net worth
and shareholding
requirements in case of
companies being
regulators?

18

Accountability of Each
Tier

How to hold a regulator —
first tier and second tier -
accountable? What
measures can be used to
assess performance of
regulator in the area of
development and in the
area of regulation?

No comments.

19

Independence of Each
Tier

What are the areas the
regulator - first tier and
second tier - may be
independent to take
decision? What areas it
may not have full
independence? How
much control Government
may have over the firsttier
regulator and what are the

No comments.
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means of such control?
How much control first
tiermay have over the
second-tier regulator and
what are the means of
such control? How to
protect the regulator from
regulatory capture?

20

Resources of Each Tier

What may be the sources
of funding of regulator -
first tier and second tier?
How to develop human
resources to man
regulators? What kind of
technological resources
does a regulator need.
What may be extent of
grant from Government?
What may be revenue
model?

No comments.

21

Scope and Manner of
Making Subordinate
Legislation

What areas of
development, regulation
and standards be
governed by subordinate
legislation by first-tier

No comments.
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regulator? What may be
the procedure for making
subordinate legislation?
What may be the
instrument for
subordinate legislation?
Best practices that may be
referred to.

22

Scope and Manner of
Making Byelaws

What may be the extent
and methodology of
making bye laws by the
self-regulatory
organisation in the two-
tier structure? What areas
of development,
regulation and standards
be governed by bye-laws
made by the second-tier
regulator? How to factor
in the interests of society
in making subordinate
legislations?

No comments.

23

Monitoring and
Enforcement

Who may monitor and
what may be the manner
of monitoring the conduct

No comments.
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of valuation professionals,
market for valuation
education and market for
valuation services? What
may the scope of
authority and manner of
inspection and
investigation? What are
specific roles in
monitoring and
enforcement by each tier
of regulator?

24

Scope and Manner of
Quasi-Judicial
Functions

What may be the
mechanism for disposal of
quasi-judicial functions at
each tier of regulator?
Who may dispose of and
the manner of disposal?
What are the directions
that can be given in
disposal of a quasi-
judicial matter? What
may be the appellate
mechanism?

No comments.
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25 Dealing with What may be mechanism | Valuers deal with forward looking information. Frankly a
Grievances of Valuers | to handle grievance of mechanism for grievances of valuers may not be required as long
valuers? as the mechanism of grievances against valuers is not unjust to
valuers. The objective of grievance mechanism may with an
objective of being fair to everyone. Just like Doctors are
protected from families of patients for services provided on best
effort basis, there may be a mechanism for not reprimanding
judgments made by Valuer in good faith (without resorting to
application of benefit of hindsight).
26 Dealing with How may grievance and | No comments.
Grievances against complaints against
Valuers valuers be handled by
firsttier and second tier
regulators?
Valuation Professional
27 Eligibility to be a Who can be a valuer? Qualification for Individual Valuer
Valuer; Qualification, | What may be eligibility ) ) o
Experience, Entity for an individual to be a For Financial Securities Assets
valuer? What Valuers who have already cleared the IBBI exam.
qualification and
experience an individual Individuals who are practicing valuation on their own or as a part
may have to be a valuer? of any organization may be allowed to register in their individual
May one have a degree in capacity as “Valuers in practice”, provided they meet certain
valuation? May one have minimal qualification and experience requirements. The
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only top up education in
valuation, after having a
degree in engineering,
management, finance
etc.? Who may provide
education? What may be
the eligibility to be an
organisational valuer?
How many asset classes
may be available? May a
minimum and maximum
age for practicing of
profession be specified?
28 Independence and
Accountability of Valuer
How to hold a valuer
account

qualification requirement for this one time registration as
“Valuers in practice” shall be a Post Graduate in Accountancy or
Financial Management or its equivalent including Chartered
Accountancy, Cost Accountancy, Company Secretary, or Post
Graduate Diploma in Financial Management, or other similar
courses. The one time window for registration of “Valuers” in
practice shall apply to those persons who have the relevant
qualification as on a specified date. A minimal experience
requirement in the area of valuation for registration as “Valuers
in practice” could also be prescribed.

Post cut-off date MCA could introduce the syllabus for
examinations to be carried out under the supervision of the
Central Government, for three subjects namely a) Theory of
valuation — valuation of business enterprise and shares b)
Practice and procedure of valuation; and c¢) Ethics.

For Plant & Machinery

In addition to qualifications given in IBBI’s Registered Valuer rules, as
also considered by IBA (Indian Banking Association) in its handbook/
policy, membership of global professional valuation organisations like
American Society of Appraisers (ASA), USA and RICS (Royal Institution
of Chartered Surveyors) in machinery category can also be given direct
membership and entry as Registered Valuers as such valuers are
globally certified after undergoing rigorous selection criteria
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For Real Estate

Real estate valuations are very similar to Financial Securities Asset
valuation as they essentially require commercial acumen and a lot of
them are cash flow based or based on market comparison method.
Hence qualification criteria may be same as Financial Securities Asset
valuation qualification criteria.

In addition to the above and qualification criteria specified in IBBI’s
Registered Valuer rules with respect to real estate valuation, it may
also include other graduates and engineering degree holders who
have a post graduate degree/masters in valuation of real estate from
a recognised university covering both full time and part time.

Further, as considered by IBA in its handbook/ policy, membership of
global professional valuation organisations like ASA, RICS in real estate
category can also be given direct membership and entry as Registered
Valuers as such valuers are globally certified after undergoing rigorous
selection criteria.

Qualification for organizational valuer:

Any organization that provides valuation advisory, financial
advisory, accounting advisory/services, Merchant Banking
services etc. may be allowed to do valuation as long as they have
certain minimum number of partners/directors who have
qualified as Valuers in Practice and have adequate number of
qualified employees.
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There may not be any restriction on legal or ownership structure
of the organization performing valuation or other restrictions like
all the partner/directors may be eligible to qualify as Valuer in
Practice etc.

28 Independence and How to hold a valuer Valuation report may be signed by the individual and that will
Accountability of accountable for his make him accountable for work he has done. As long as the
Valuer services? What may be regulations provide for penal consequences to the valuer
disclosures by him? How | adequate in degree to the wrong carried out by her/him, and as
to minimize influence of | long as this punishment is administered after applying principles
stakeholders on his of natural justice, transparently and without bias, it would act as a
independence? How may | substantial deterrent/basis for being accountable.
the fees of a valuer be ) )
fixed? May fee be Eee may to be freely detfarmmed between the Value‘r an‘d client
regulated? like in any other profession. As long as the profession is
competitive, there is no need to regulate the fee. Therefore,
regulation may focus on fostering competition.
29 Code of Conduct and Is the code of conduct No comments.
Ethics provided under the
Companies (Registered
Valuers and Valuation)
Rules, 2017 adequate?
How to ensure that the
code of conduct is
followed? How to
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monitor this?

30

Scope and Manner of
Making Valuation
Standards

May valuation standards
be prescribed? Who may
prescribe such standards?
How may such standard
be developed and
reviewed? May such
development be a
continuous process? What
may the legislation
provide regarding
standards? May regulator
have any role in makings
standards?

No comments.

31

Protection for Valuers

How valuers can be
protected for their
bonafide acts? May
protection flow from
regulations or statute?
What may be the extent of
permitted disclaimers?
How much immunity may
disclaimers provide?

No comments.
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32

Reputation of the
profession

How to build and protect
reputation of valuers?
What factors to be
considered to consider a
person as ,,fit and proper”
for registering a person as
valuer?

Explanation of fit and proper as provided in Companies
(Registered Valuers and Valuation) Rules 2017 seems
reasonable.

Development of Profession

33

Profession vis-a-vis
Technology

How is technology
influencing valuation
profession? What
technology and how can
such technology be used
in markets for valuation
services, valuers,
valuation education and
valuation research? Will
technology / machines
replace valuation
professionals in course of
time?

No comments.

34

Scope and Approaches
of Development

What is the scope of
development? To what
extent it includes

No comments.
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lobbying? Does it include
advocacy? Does it include
development of markets?
Does it include education,
continuing professional
education, examination,
development of
curriculum and study
material, etc? How can
regulation facilitate
development? What is the
role of first tier regulator
in development? What is
the role of second tier
regulator in development?
May market undertake
development? May
regulator compete with
market in education?

35

Scope and Approaches
for Research

What is the scope of
research? How much of
research is necessary for
sustenance of valuation
profession? Will market
undertake research on its

No comments.
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own? How research can
be facilitated and
encouraged? What is the
role of first tier regulator
in research? What is the
role of second tier
regulator in research?
May regulator compete
with market in research?

Development of Profession

36

Phasing:
Short/Medium/Long
Term

How may the roll out of
the new regulatory
framework be phased?
What may be done
immediately, what may
follow and what may be
done in long run?

No comments.

37

Grandfathering

Is there any need for

grand fathering? Who can

be grand fathered? What
may be the process of
grand fathering?

No comments.

38

Transitional

How long it may take for

No comments.
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Arrangement for IBBI

the first-tier regulator to
come up and take over the
task from IBBI? How the
work would be
transitioned to the
regulator?

39

Transitional
Arrangement for RVOs

May existing RVOs be
automatically transition to
as second tier regulator?
In what time frame? In
case fresh eligibility
norms are stipulated for
second tier regulators,
how much time may
existing RVOs be
provided to comply with
the new norms. May the
number of second tier
regulators be capped?

No comments.

40

Transitional
Arrangement for RVs

May existing registered
valuers be automatically
be migrated to the new
regulatory regime? What
may they transition?

Yes
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Type of Breaches and disciplinary sanctions imposed by RICS
In respect of valuers

1 Breach - Unethical behaviour / dishonesty:

Sanctions - Expulsion from the profession (or reprimand and fines for less serious cases)

2 Breach - Serious incompetence: (repeated or serious failure to meet RICS expectations of professional expertise)

Sanctions - removal of valuation licence or conditions placed on continued practice. Reprimands could also be used here in
conjunction with conditions.

3 Breach - General poor level of compliance with RICS standards: (but not dishonesty or serious incompetence)

Sanction- Consent order usually linked to retraining and an expedited future review of compliance. Serious or repeated cases of
compliance failure is treated as an incompetence case.

4 Breach - CPD (Continue Professional Development) Non Compliance: (Mandatory to attend 20 hours development programme)

Sanction - First breach - Caution

Sanction - Second Breach - Caution and Fine
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Sanctions imposed *

During the 2018-19 financial year, globally RICS issued the following disciplinary sanctions to
regulated individuals and firms, through an independent process:

Disciplinary Sanctions issued M

Disciplinary Sanctionsissued

22
57
20
1
fe 19
Consent order / Regulatory Compliance Order 33
Fixed Penalty (non-CPD related) 17
Fixed Penalty (CPD non-compliance)

Caution — 1207 1551

Caution/ Fine - 344

Disciplinary outcomes are published in accordance with our regulatory rules
https://www.rics.org/uk/upholding-professional-standards/regulation/how-we-requlate/disciplinary-process/panel-hearings/
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Sanctioning powers

The different sanctions that RICS has the power to issue are explained below:

Expulsion/Firm De-Registration- A Panel may decide to expel a member or withdraw a Firm’s registration as a result of severe or
repeated breaches of RICS rules and regulations.

Reprimand - A Reprimand is issued where there has been a risk of harm to the public caused by the regulated member’s breach of
the rules.

Fixed Penalty - A fixed penalty is a caution and/or a fine payable by the member or firm (regulated member) for a breach of the rules.

Consent Order /Regulatory Compliance Order - A consent order is a written agreement between RICS and the regulated member,
requiring them to take, or refrain from taking, certain actions within a specified period. In some cases, it requires the regulated
member to pay a fine or other costs.

Conditions - Conditions must be specific, measurable, achievable, realistic and time bound requirements, set against a firm or
individual. If a Panel imposes conditions, it also states whether a breach of these conditions by the regulated member will lead to
automatic expulsion or removal, or whether further disciplinary action is appropriate.

Fines- A Disciplinary panel may impose a financial penalty upon a regulated member as a sanction for breaching the rules. The
member/firm is liable to pay the set amount within a specific timeframe to avoid further sanctions.

Undertaking - Undertakings are statements of compliance imposed by a disciplinary panel on the regulated member.

Caution - A caution is a warning given in circumstances where the breach is minor and is unlikely to be repeated. A caution remains
on an individual member or member firm’s record for 10 years
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Annexure M

DUFF & PHELPS

November 14, 2019

MrM S

Sahoo

Chairman IBBI; and Chairman, Committee of Expert (CoE)
Insolvency and Bankruptcy Board of India

Mayur Bhawan

New Delhi

Sub: Submission to Committee of Experts as requested in Meeting

dated Oct 24, 2019

Dear Sir

1.

Thank you for inviting me to be a part of the Committee of Expert
(CoE) constituted to examine the institutional framework for
regulation and development of the valuation profession. |
apologize for being unable to join physically and thank you for
allowing me to join via Video Conference.

| have received the minutes of the meeting. Under point no. 11
(e), I (along with Mr Nitin Kapoor of RICS) have been requested
to provide a report on the global best practices in relation to
registration of companies as valuers.

Accordingly, | have discussed this topic at length with various
stakeholders and am happy to submit my findings in this brief
letter report.

International Valuation Standards Council (“IVSC”) is a not-for-
profit organization that acts as the global standard setter for the
valuation profession, serving the public interest. As a result, [VSC
has visibility into the regulatory framework for the valuation
profession in various jurisdictions across the world. Also, as a
non-profit organization committed to public interest, | think the
IVSC will provide an unbiased opinion. Therefore, as a first step,
| checked with the IVSC.

According to IVSC, they have never come across the concept
where a valuation firm/ company cannot be a subsidiary or an
associate. According to them, if the objective of the regulation is
to (a) hold individuals accountable and (b) claim compensation in
case of negligence or willful misconduct, both these objectives
are equally well or better served without this requirement/
restriction.

Duff & Phelps India Private Limited T: +91 22 6623 1000 Varun.gupta@duffandphelps.com
14" Floor, Raheja Tower,

Bandra Kurla Complex, Bandra (East)

Mumbai- 400051
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10.

| agree with IVSC’s view because | believe that such restrictions
on ownership structures mean that registered valuers will either
be individuals or small partnerships. Such organizations do not
have the wherewithal that large corporations have to provide
training to their resources and make available databases that are
absolutely necessary for carrying out a reliable valuation in
today’s complex environment.

Additionally, the Registered Valuer Rules under the Companies
Act require the individuals to qualify as a 'Registered Valuer' by
having specified educational qualifications, minimum industry
experience, clearing valuation exam and becoming a member of
Registered Valuer Organization, amongst other requirements.
This would ensure that only qualified individual directors/ partners
can sign as a Registered Valuer on behalf of the company and
will be regulated by the valuation regulator either directly or
through their RVO. Hence, it may not matter whether the
Registered Valuers are directors/ partners in a standalone
company/ firm or a subsidiary company.

Further, in a situation where a claim needs to be brought against
an erring valuer, an individual or small partnership will not have
the financial resources to honor such a claim. On the other hand,
large professional organizations which are organized as
corporations have significant balance sheets and insurance
covers that enable them to provide compensation to aggrieved
parties. Of course, such circumstances are rare because such
professional organizations are extremely careful about protecting
their reputation and have checks and balances in place to ensure
that mistakes/ slip-ups do not happen in the first place.

| also checked with the Royal Institution of Chartered Surveyors
(RICS), which is a global professional body promoting and
enforcing the highest international standards in the valuation,
management and development of land, real estate, construction
and infrastructure. RICS works at a cross-governmental level,
delivering a single, international standard to support a safe and
vibrant marketplace. RICS headquarters is in London and it has
regional offices in the United Kingdom, Europe, China, Hong
Kong, Singapore, India, Australia, the Middle East, Sub-Saharan
Africa, North America and Brazil. In 2018, there were over
100,000 RICS-qualified professionals in nearly 150 countries
across the world.

According to RICS, they have a robust global programme for
accreditation and registration of valuers. Valuer Registration
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11.

12.

13.

14.

ensures that RICS members always meet the highest valuation
standards, thereby offering protection and confidence both to
valuers and to their clients. RICS registers both individuals and
entities under this programme.

For registering entities, RICS does not place any restrictions on
the ownership structure of the entities. It accepts partnerships as
well as companies (including subsidiaries) for registration.

My own organization, Duff & Phelps, is a case in point. Arguably
the largest valuation firm in the world, Duff & Phelps operates
throughout the world (including in the world’s most developed
economies with the most business friendly environments like the
US, the UK, Canada, Germany, France, Singapore, Japan, Hong
Kong, etc.) through private limited companies that are 100%
owned subsidiaries of the parent firm.

Specialized valuation firms like Duff & Phelps and a number of
international property consultants (IPCs) like JLL, CBRE,
Cushman & Wakefield, etc. have been operating as subsidiaries
of their global parents for several decades in India and have been
serving the Indian corporates and general public with distinction.
Valuation reports of these firms are relied upon by international
investors and these investors make investments worth hundreds
of millions of dollars in India every year by placing reliance on the
valuation reports and opinions provided by such globally
recognized valuation firms. The global headquarters of these
firms work with international regulators and standard setting
bodies like SEC, AICPA, IVSC, FASB, RICS, etc. to help in
improving valuation methodologies and making them more
accurate and reliable. As subsidiaries of globally renowned
valuation/ professional services firms, these organizations have
been bringing international best practices to India and have made
a significant contribution to improving the quality,
professionalism, reliability and overall profile of the valuation
profession in India.

Currently, SEBI registered merchant bankers are allowed/
licensed to carry out valuations for various requirements under
FEMA regulations, SEBI rules, Income Tax Act and also to
provide fairness opinions in case of M&A transactions. Further,
SEBI allows 100% subsidiaries (including subsidiaries of foreign
companies) to be registered as merchant bankers. The RBI also
allows 100% foreign investment in companies providing valuation
and similar services ("other financial services").
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15. | therefore submit that as a progressive regulator, MCA/ IBBI
should also similarly allow subsidiaries and associates (including
subsidiaries of foreign companies) to operate as registered

valuers.

Thanking you,

Yours sincerely,

| T
,.-"l = 2
s

Varun Gupta
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International Ethics Standards

Purpose

The aim of the International Ethics Standards Coalition (IESC) of professional organisations

in the land, property, construction, infrastructure and related professions (IESC professional
organisations) is to assert and sustain the critical role of ethics in professional practice to meet the
needs of the global market and to maintain public trust and confidence.

Mission

The independent Standards Setting Committee (SSC) was appointed by the IESC to research,
write and maintain principle-based International Ethics Standards to be implemented by IESC
professional organisations, IESC supporters, and other interested stakeholders.

Vision

To promote and strengthen the ethical conduct of professional practice for the benefit of clients,
third parties, current and future stakeholders, and the public.

Key definitions

For the purpose of these standards the following terms are defined.

Client
A person or group using the services of a practitioner working under the professional
requirements of organisations within the IESC.

Practitioner
A person qualified and practising under the auspices of one or more of the IESC professional
organisations.

Stakeholder
A person or group indirectly affected by a service performed by a practitioner for a client.

Third Party
An involved person or group directly affected by a service performed by a practitioner for a
client.

343

International Ethics Standards



ST N nternational Ethics Standards

Ethical Principles

The ethical principles below are listed in alphabetical order and are considered to be of equal
importance. If two or more principles come into conflict during an assignment, the practitioner
should give precedence to the principle that best serves the public interest in the context of the
particular circumstances. The public interest embraces but is not limited to:

»  the maintenance of reliable services for clients,
« sustaining proper standards of conduct and behaviour, and

« upholding the reputation of the profession.

Accountability: Practitioners shall take full responsibility for the services they provide; shall
recognise and respect client, third party and stakeholder rights and interests; and shall give due
attention to social and environmental considerations throughout.

Confidentiality: Practitioners shall not disclose any confidential or proprietary information without
prior permission, unless such disclosure is required by applicable laws or regulations.

Conflict of interest: Practitioners shall make any and all appropriate disclosures in a timely manner
before and during the performance of a service. If, after disclosure, a conflict cannot be removed

or mitigated, the practitioner shall withdraw from the matter unless the parties affected mutually
agree that the practitioner should properly continue.

Financial Responsibility: Practitioners shall be truthful, transparent and trustworthy in all their
financial dealings.

Integrity: Practitioners shall act with honesty and fairness and shall base their professional advice
on relevant, valid and objective evidence.

Lawfulness: Practitioners shall observe the legal requirements applicable to their discipline for the
jurisdictions in which they practise, together with any applicable international laws.

Reflection: Practitioners shall regularly reflect on the standards for their discipline, and shall
continually evaluate the services they provide to ensure that their practice is consistent with
evolving ethical principles and professional standards.

Standard of Service: Practitioners shall only provide services for which they are competent and
qualified; shall ensure that any employees or associates assisting in the provision of services have
the necessary competence to do so; and shall provide reliable professional leadership for their
colleagues or teams.

Transparency: Practitioners shall be open and accessible; shall not mislead or attempt to mislead;
shall not misinform or withhold information as regards products or terms of service; and shall
present relevant documentary or other material in plain and intelligible language.

Trust: Practitioners shall uphold their responsibility to promote the reputation of their profession
and shall recognise that their practice and conduct bears upon the maintenance of public trust and
confidence in the IESC professional organisations and the professions they represent.
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Rules of Conduct for Members

Introduction

The Rules of Conduct for Members apply to all members
worldwide. They cover those matters for which individual
members are responsible and accountable in their
professional lives. The rules focus on our regulatory goals
and adopt the five principles of better regulation:

e Proportionality

Accountability
e Consistency

e Targeting

e Transparency

For members requiring further guidance, we have
prepared a series of help sheets on different aspects of the
rules. These can be found at www.rics.org/regulation.

These Rules provide a strong foundation for RICS and its
members, helping to protect the public and uphold the
reputation of the profession.

2 04 June 2007 Version 6 - with effect from 01 Jan@m@DlB



These Rules of Conduct for Members of RICS are

made by the Regulatory Board of the Royal Institution

of Chartered Surveyors (RICS) under Article 18 of the
Supplemental Charter 1973 and Bye-Law 5 of RICS Bye-
Laws. Version 6 of these Rules shall apply from

01 January 2013.

Scope

These Rules set out the standards of professional
conduct and practice expected of Members of RICS.
These Rules do not repeat obligations placed on
Members by the general law, for example in the areas
of discrimination and employment.

Not every shortcoming on the part of a Member, nor
failure to comply with these Rules, will necessarily give rise
to disciplinary proceedings. However, a failure to follow
any guidance associated with the Rules is a factor that

will be considered should it be necessary to examine the
behaviour of a Member. In such circumstances a Member
may be asked to justify the steps they took and this may
be taken into account. A Member should be guided as
much by the spirit of the Rules as by the express terms.

Part | General
Interpretation

1. Inthese Rules, unless the context otherwise requires,
‘Member’ means a Chartered Member, non-Chartered
Member, Honorary Member or a member of the
attached classes.

Communication

2. RICS will communicate with Members by any of
the following:

a. post
b. fax

e-mail

e o

telephone

e. inperson

rics.org/requlation

Part Il Personal and
Professional Standards

Ethical behaviour

3. Members shall at all times act with integrity and avoid
conflicts of interest and avoid any actions or situations
that are inconsistent with their professional obligations.

Competence

4. Members shall carry out their professional work with
due skill, care and diligence and with proper regard
for the technical standards expected of them.

Service

5. Members shall carry out their professional work in a
timely manner and with proper regard for standards
of service and customer care expected of them.

Continuing Professional Development (CPD])

6. Members shall comply with RICS’ requirements in
respect of continuing professional development.

Solvency

7. Members shall ensure that their personal and
professional finances are managed appropriately.

Information to RICS

8. Members shall submit in a timely manner such
information, and in such form, as the Regulatory
Board may reasonably require.

Co-operation

9. Members shall co-operate fully with RICS staff and
any person appointed by the Regulatory Board.
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Regulation (\ RICS

The Global Professional and Ethical Standards
There are five standards. All members must be able to demonstrate that they:
Act with integrity

e This means being honest and straightforward in all that you do.

e This standard includes, but is not limited to the following behaviours or
actions:

o Being trustworthy in all that you do.

o Being open and transparent in the way you work. Sharing appropriate
and necessary information with your clients and/or others to conduct
business and doing so in a way so they can understand that

information.

o Respecting confidential information of your clients and potential
clients. Don’t divulge information to others unless it is appropriate to
do so.

o Not taking advantage of a client, a colleague, a third party or anyone
to whom you owe a duty of care.

o Not allowing bias, conflict of interest or the undue influence of others
to override your professional or business judgements and obligations.

o Making clear to all interested parties where a conflict of interest, or
even a potential conflict of interest, arises between you or your
employer and your client.

o Not offering or accepting gifts, hospitality or services, which might
suggest an improper obligation.

o Acting consistently in the public interest when it comes to making
decisions or providing advice.

e Some of the key questions that you could ask yourself include:
o What would an independent person think of my actions?
o Would | be happy to read about my actions in the press?
o How would my actions look to RICS?
o How would my actions look to my peers?

o Do people trust me? If not, why not?
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Act with integrity (continued)

o How often do | question what | do, not just in relation to meeting
technical requirements but also in terms of acting professionally and
ethically?

o Is this in the interest of my client, or my interest, or the interest of
someone else?

o Would | like to be treated in this way if | were a client?
o Do | promote professional and ethical standards in all that | do?
o Do | say “show me where it says | can’t” or do | say “is this ethical’?
Always provide a high standard of service
e This means always ensuring that your client, or others to whom you have
professional responsibility, receive the best possible advice, support or

performance of the terms of engagement you have agreed.

e This standard includes, but is not limited to the following behaviours or
actions:

o Be clear about what service your client wants and the service you are
providing.

o Act within your scope of competence. If it appears that services are
required outside that scope then be prepared to do something about it,
or example, make it known to your client, obtain expert input or
consultation, or if it is the case that you are unable to meet the service
requirements, explain that you are not best placed to act for the client.

o Be transparent about fees and any other costs or payments such as
referral fees or commissions.

o Communicate with your client in a way that will allow them to make
informed decisions.

o If you use the services of others then ensure that you pay for those
services within the timescale agreed.

o Encourage your firm or organisation you work for to put the fair
treatment of clients at the centre of its business culture.

(;\Q RICS rics.org/regulation
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Always provide a high standard of service (continued)
e Some of the key questions that you could ask yourself include:

o Do | explain clearly what | promise to do and do | keep to that
promise?

o Do I look at ways to improve the service | provide to my clients?

o How can | help my clients better understand the surveying services
that | am offering?

o Am | providing a professional service for a professional fee?

o Would the client still employ me if they knew more about me and the
workload | have? If not, why not?

o Do | put undue pressure on myself and colleagues (especially junior
colleagues) to do more than we actually can?

Act in a way that promotes trust in the profession
e This means acting in a manner, both in your professional life and private life, to
promote you, your firm or organisation you work for and the profession in a

professional and positive way

e This standard includes, but is not limited to the following behaviours or
actions:

o Promoting what you and the profession stand for — the highest
standards globally.

o Understanding that being a professional is more than just about how
you behave at work; it is also, about how you behave in your private
life.

o Understanding how your actions affect others and the environment
and if appropriate questioning or amending that behaviour.

o Fulfilling your obligations. Doing what you say you will.

o Always trying to meet the spirit of your professional standards and not
just the letter of the standards.

e Some of the key questions that you could ask yourself include:
o Do my actions promote the profession in the best light possible?

o0 What is the best way for me to promote trust in me, my firm and the
profession?

o Do | explain and promote the benefits, the checks and balances that
exist with the professional services that | provide?
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Treat others with respect

e This means treating people with courtesy, politeness, and consideration, no
matter their race, religion, size, age, country of origin, gender, sexual
orientation or disability. It also means being aware of cultural sensitivities and
business practices.

e This standard includes, but is not limited to the following behaviours or
actions:

o Always being courteous, polite and considerate to clients, potential
clients and everyone else you come into contact with.

o Never discriminate against anyone for whatever reason. Always
ensure that issues of race, gender, sexual orientation, age, size,
religion, country of origin or disability have no place in the way you
deal with other people or do business.

0 As much as you are able, encourage the firm or organisation you work
for to put the fair and respectful treatment of clients at the centre of its
business culture.

e Some of the key questions that you could ask yourself include:

o Would | allow my behaviour or the way | make my decisions to be
publicly scrutinised? If not, why not? If so, what would the public
think?

o Are my personal feelings, views, prejudices or preferences influencing
my business decisions?

o How would | feel if somebody treated me this way?
o Do I treat each person as an individual?
Take responsibility
e This means being accountable for all your actions — don’t blame others if
things go wrong, and if you suspect something isn’t right be prepared to do

something.

e This standard includes, but is not limited to the following behaviours or
actions:

o Always act with skill, care and diligence

o If someone makes a complaint about something that you have done
then respond in an appropriate and professional manner and aim to
resolve the matter to the satisfaction of the complainant as far as you
can.
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o If you think something is not right, being prepared to question it and
raise the matter as appropriate with your colleagues, within your firm
or the organisation that you work for, with RICS, or with any other
appropriate person, body or organisation.

e Some of the key questions that you could ask yourself include:
o Am | approachable?

o Does my firm or organisation have a clear complaints handling
procedure?

o Do I learn from complaints?
o Do | take complaints seriously?

o0 Am | clear about what the process is within my firm or the organisation
that | work for about raising concerns?

o Have | considered asking for advice from RICS?

Contact information

t +44 (0)20 7695 1670 (RICS Regulation helpline)

t +44 (0)20 7334 3867 (Members’ confidential helpline)
e regulation@rics.org

w www.rics.org/regulation
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Decision tree ((\ RICS

Do you have
sufficient facts
on the issue?

Try to separate
the facts from
your or others’

emotional response.

Isit legal?

Can you get more
information or
seek advice?

Do not proceed

Isitin line with
RICS global
professional and
ethical standards?

Isit legal?

Do not proceed

Have you consulted
with appropriate
people to make an
informed decision?

Have you assessed
the risks involved?

L EVERVLIT
considered what
the options are?
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Do you have
clear reasoning
in reaching your

decision?

Is your decision
informed?

Decide what
action you are
going to take

Would you be
content for your
actions to be made
public - in the
newspapers or
on the internet?

Act

Act and then
reflect on the
outcome

Record
Record the
decision and the
reasoning for it



Annexure N2

Code of Conduct and Professional Ethics
- Mr. Kirit Budhbhatti

The Code of conduct and Professional Ethics are framed with expectation that the
valuers shall conduct themselves ensuring public interests and uphold the reputation
of the valuation profession.

i. The valuer shall, at all times, act with integrity and avoid conflicts of interest
and avoid any actions or situations that are inconsistent with his/her
professional obligations.

ii. The Valuer shall take responsibility for all his/her professional actions and
always act with skill, care and diligence

iii.  The Valuer shall carry out their professional work in a timely manner and
with proper regard for standards of service and customer care expected of
him/her.

iv. ~ The Valuer shall comply with required continuing professional
development.

V. The Valuer shall submit in a timely manner such information, and in such
form, as the Authority may reasonably require.

vi.  The Valuer shall be open and transparent in the way he/she works.

vii.  The valuer shall refrain from misrepresenting his/her qualifications to the
clients and the profession.

viii. The Valuer shall share appropriate and necessary information with clients
and/or others and doing so in a way so they can understand that
information.

ix.  The Valuer shall respect confidential information of clients and potential
clients and shall not disclose information to others unless it is required
under any authority of law.

X. The Valuer shall not take advantage of a client, a colleague, a third party
or anyone to whom he/she owe a duty of care.

xi.  The Valuer shall not allow bias, conflict of interest or the undue influence
of others to override professional judgements and obligations.

xii.  The Valuer shall make clear to all interested parties where a conflict of
interest, or even a potential conflict of interest, arises between him/her.
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Xiii.

Xiv.

XV.

XVi.

XVii.

XViii.

XiX.

XX.

XXi.

XXii.

XXiii.

The Valuer shall not offer or accept gifts, hospitality or services, which
might suggest an improper obligation.

The Valuer shall act consistently in the public interest when it comes to
making decisions or providing advice.

The Valuer shall ensure that the client, or others to whom he/she have
professional responsibility, receive the best possible advice, support or
performance of the terms of engagement agreed.

The Valuer shall clear about what service the client wants and the service
he/she provides.

The Valuer shall act within his/her scope of competence. If it appears that
services are required outside that scope then make it known to the client
and if required, then obtain expert input or consultation.

In the case, where valuer is unable to meet the service requirements,
explain that to the client that he/she is not best placed to act for the client.

The Valuer shall not accept any amount such as referral fees or
commissions.

The Valuer shall act in a way that promotes trust in the profession and
promotes what the valuer and the profession stand for.

If someone makes a complaint about something that valuer has done, then
the Valuer shall respond in an appropriate and professional manner with
an aim to resolve the matter to the satisfaction of the complainant as far as
he/she can.

The valuer shall take up the matter, if he/she thinks, something is not right
with other valuers/firm or the valuation organisation at appropriate forum.

The valuer shall ensure mutual co-operation amongst valuers by free
exchange of opinion and experience.
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Annexure O1

Role of RVOs in new regulatory and developmental framework

- Mr. Kirit Budhbhatti

RVOs may be entrusted with the professional developmental role ensuring continuing education
and training of valuers. Looking to the dearth of the faculties for education and training in the field
of valuation RVOs may be encouraged to develop pool of such faculties.

Role of RVOs

- To provide for continuing education and training of valuers as required under legislation.

- To ensure the conduct of valuers as per professional code of conduct as outlined in the Act.

- To carryout research work through its members and its publication.

- To develop and continuously update the study material for valuation.

- To develop and continuously update the guidelines for valuation for any new legislative
changes or circumstances.

- Qrievance Redressal - Grievances of outsiders with members of RVO, Grievances of
members with RVO. Grievances of RVO with its Members.

- Taking administrative action of removing of name of member from membership register
for non-payment of membership fees thru Membership Committee Including temporary
surrender of Membersip.

A mechanism may be provided to ensure the performance of above roles and if any lapses in
performance brought to the notice of the regulator then regulator shall ensure that lapses are
addressed within reasonable time by RVOs.

Following role may NOT be entrusted to RVOs:

- Regulation and Monitoring of valuer members.
- To take any disciplinary actions on valuer members.
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Note on "The developmental and regulatory activities currently being
performed by RVOs"

Development of a profession takes place due to:

a) the benefit it provides to the society at large;

b) the trust level it creates among its beneficiaries;

c) its ability to provide sustainable employment avenues for the young
professionals, those indulged in other professions aspiring to diverse and
other such job seekers.

d) its contribution to socio economic development .

e) its impact on the country's economic situation.

Role of valuation in this sense becomes more vital for the society as every financial
transaction undertakes valuation process. Valuation as a profession, is assuming a
significant position in the society. However, it has existed for a long time, but a
proper regulatory frame work was desirable to give it a definitive direction, where it
becomes a fully developed profession.

In this context, taking a view of the vastness, diversity of subjects involved and eco-
system as exist in our country, the role of Tier-ll, as an extended arm of Tier-l in
institutionalising the profession of Valuers assumes a great significance. Globally, for
any kind of development to happen, an organisational partnership with government
is required whether it is the creation of infrastructure or implementation of a
government policy. The optimism in this direction, as expressed by the Government
of the day, also strengthens the partnering of organisations in implementation of its
ambitious policies, in almost every sector.

The valuation as a profession has been existing and developing for many years, but
due to the absence of a regulatory framework it could not take its due position. The
proposed Institutional Framework for the valuation as a profession with a two tier
system is indeed a step taken in the right direction. If the contribution of Tier-Il is
restricted only to development of education without having any access in the
regulation of professionals, it may not bear the desired results. To achieve the
desired results, the zest, willingness and enterprise of the professional organisations
as Tier Il engaged in the profession needs to be fully tapped to bridge the gap
between the Government and the professionals.

While perusing the existing pattern of the profession, globally, it becomes evident
that:

e Central Act for all kinds of Valuations, does not exist anywhere in the manner
this Committee is contemplating upon.

e Some countries like Malaysia and New Zealand follow the pattern as that of
India’s 34AB Wealth Tax Act, where in the professional

1
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organisations/institutions, are regulating the profession & professionals under
a particular Act.

e Whereas in some countries viz., USA & Romania, the professional
Institutions are empowered with the government oversight.

In global context, presence of these professional organisations/Institutions, has
contributed towards promoting the higher levels of education and self regulatory
systems, globally. The funding and finances required to develop such educational
and research programmes are met from resources mobilised by these
organisations/institutional bodies, without putting any pressure on nation's financial
resources.

The current regulatory environment under section 247 of the Companies Act, 2013 in
India is fundamentally sound and that, a need for reform and improvement should not
be taken as a condemnation of the existing regulation of valuers.

IOV-RVF has deliberated on the role of Tier-Il taking into consideration of all these
aspects and is of a view that, the development of any profession is possible:

A. When its contribution and benefit to the Society is evident. Tier-ll can play a
significant role in this direction by promoting education in this sector at ground
zero. The youth of today aspires for new avenues of earnings, moving away from
the conventional ones.

Historically, the profession was being practised by certain section of
professionals only. But in recent times, especially after the introduction of
Companies (Registered Valuers & Valuation) Rules, 2017, the younger
generation and even the existing Valuers are showing greater interest in entering
this regulated Valuation Profession. Still much is required to be done
considering the size of our Country. It may not be feasible for the central system
in terms of a single tier to meet the requirement in this area on its own. Tier-ll
under the guidance and observance of the Tier-l is very well placed to undertake
such functions efficiently due to availability of experienced professionals and
required talent, on ground level to capture working capacities, connection with
aspirant professionals and possibility to approach far and wide locations.

With the support of Tier-ll the valuation professionals and firms can stay
compliant with key requirements originating both from rules and regulations of
regulatory bodies as well as policies of the Tier-Il. Tier | can be more in control of
right policy making, quasi legislative and quasi judicial functions when the
executive level legwork is carried out by Tier-Il. A brief study of IOV-RVF in terms
of its achievements viz. a viz. rules is attached herewith.

B. The requirement of Valuers to be inducted into the system within limited time
frame requires ground level working. At present, substantial number of valuers
are working in various classes of Assets, however two years since inception of
the said Rules, about 2500+ (Two Thousand Five Hundred) valuers could be n

358



13V
RVF

registered with the Authority (IBBI) and a sizeable number of valuers are still
sitting on the fence, since valuations are also being conducted under other Acts
and provisions viz. Wealth Tax Act, Banking Sector, Income Tax Act, SEBI etc.,
apart from the Companies Act, 2013 and IBC, 2016. Once, the whole profession
gets Institutionalised, all kinds of valuation assignments shall come under the
ambit of this Institutional framework and then there will be huge influx of valuers
into the system. Smooth and efficient entry by way of enrolment of the Valuers
under the umbrella of one Act, shall be possible only with the facilitation services
provided by Tier-1l as an extended arm of the Government.

Two tier system of regulation provides a natural balance and helps to have a
more balanced, diverse, resilient framework and more effective
implementation.The team work of Tier-l and Tier-ll, wherein Tier-ll under the
guidance and supervision of Tier-I, handles the operational part of scrutinizing,
enrolling, providing education and facilitating the registration of the members with
Tier-l and having an effective framework to professionally monitor the
performance, best practices and adherence to the acts, rules, regulations,
guidelines and the amendments made there under, are bound to show desired
results in a time bound manner. The mechanism for the same is well placed and
performing at present.

. By reducing the regulatory burdens and focussing on the policy decisions,
formulating rules and regulations, providing check barriers by way of defining
eligibility criteria, Tier-1 would be able to efficiently supervise and streamline the
operations in that area. Expertise and experience of Tier-1l in the specific field of
Valuation shall play a defining role, as is evident from present scenario of
operations of IOV Registered Valuers Foundation (IOV-RVF) with an impetus
from experience of oldest & largest institute "Institution of Valuers" (IOV).

. Providing training to capacitate the individuals for the purpose of qualifying the
eligibility criteria for getting registered as a valuer is easily possible with the help
of existing paraphernalia of the Tier-ll and can be used to kick-start the process
immediately, without any delay. Tier-ll is well developed and capacitate to
provide various other bridging courses and for cross-asset class education
courses. Existence of highly experienced valuers in the present scenario, makes
training and education of new entrants, possible.

. Focussing on the issues where the members are required to create the trust of
the stakeholders, inspire confidence and maintain the reputation of the valuation
profession shall be the core objective of the Tier-Il. And presently the Tier-ll are
ideally placed to be an effective arm of the regulator for the valuation profession
in the country.

. The development of profession and professionals is a continuous process and

can never be assumed to be completed when an individual gets registered as
valuer (RV) or enters a regulated environment. Actual development starts when
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one has entered into the regulated environment and makes continuing education
as part of their professional growth, is governed as per the prescribed rules and
regulations by the Government and the monitoring & disciplinary policies of the
organisation of which he is the member. Observance, of the activities by
monitoring RVs or addressing the grievances while taking appropriate disciplinary
actions are such functions of Tier-Il which may be construed as possessing extra
judicial powers, but considering this aspect of capacity building are definitive tools
for achieving the desired results. Capacity building cannot be constrained to the
teaching facility only, but the corrective measures and means of growth can only
be assessed and assured, if the regular monitoring, addressing to the grievances
are in the purview of Tier-Il.

. The functions performed by the existing Tier-ll are essential to the proper
regulation of the valuation profession and for the development of valuation
profession in line with the effectively placed regulatory framework including
ongoing quality monitoring activities, effective Grievance Redressal procedure,
fair and independent disciplinary policy, continuing education & training policy,
peer review and inspection policies of Tier-Il, governed by an independently led
board shows the robust system already in place to cater to the Tier-I for effective
and quick implementation of the proposed framework for valuation profession
while upholding the reputation of profession and shall inspire confidence in the
quality of valuation services to the stakeholders.

. The Inspection policy of the Tier-ll for the Members in consonance with
requirement of taking disciplinary action upholds the standards and protects the
stakeholders.

The provision of regular periodic reviews and peer reviews of the members to
ensure compliance with act, rules, regulation and policies, valuation and ethical
standards formulated by both Tier-l and Tier-ll ensure that the members are
following best practice and guidelines and that a robust framework of policies and
procedures is in place. Reviews are undertaken by qualified and eminent valuers
who are experts in their field. All the members are required to follow the peer
review policy of the Tier-ll and comply with reasonable requests to review their
systems, processes, files and related documentation.

Tier-1l has introduced a more formalised process of filing grievances/complaints
against the members and forms which shall lead complainants/stakeholders to be
more thoughtful and specific, thereby able to reduce the quantum based
complaints.

. Duly placed and approved disciplinary policy of the Tier-ll, which is based on
decisions made through a defined and independent process where a committee
with the presence of an independent director chairing it and presence of
representative from Tier-I, provides the profession with an effective, fair and
independent quasi judicial body for the purpose of safeguarding the interest of

4
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the stakeholders.The endeavour of the Disciplinary policy of existing Tier-ll,to
support its members to come back into compliance is a two-way and constructive
process, however, in serious cases of non-compliances, the disciplinary powers
are used to enforce compliance.

L. Tier-ll has an effective, fair and independent Appellate Board chaired by
independent Director and nominee Director of the Authority to provide a hearing
from the erring valuers for their version in case of some disciplinary action
against them.

M. To protect the stakeholders and safeguard the reputation of the valuation
profession. The policies of the Tier-ll range from caution to expulsions or the
deregistration of Valuer Members.

A statement reflecting provisions of the Companies (Registered Valuers & Valuation)
Rules, 2017 required to be complied by RVOs viz. a viz. the status of compliance of
IOV Registered Valuers Foundation and functions already under taken by them is
attached herewith to strengthen the impact of the practical application of the rules by
Tier-1l under the ability propounded by Tier-I.
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Annexure -

Governance Structure of RVO’s required as per the provisions of the Companies
(Registered Valuers & Valuation) Rules, 2017 and the status of compliance by the IOV
Registered Valuers Foundation (IOV-RVF).

Sr.
No.

Rules/Provisions

IOV-RVF status

1

There shall be a governing board
consisting of more than half
independent directors & less than one
fourth Registered Valuers directors.

IOV-RVF Governing Board is
comprised of eight (8) directors out of
which five (5) are independent
directors and two (2) are Registered
Valuers and one related director.

No meeting of the governing board shall
be held without the presence of atleast
one independent director.

All board and committee meetings of
IOV-RVF have always been chaired by
the independent directors.

An independent director shall be an
individual -

a. who has an expertise in one of the
fields of academic, management, law&
finance.

b. who is not a registered valuer & who
is not a shareholder of RVO.

c. who fills the requirements under the
sub-section 6 of section 149 of the
Companies Act, 2013.

IOV RVF has 5 independent directors.
Independent directors are from the
field of academic, management, law &
finance.

The independent directors are not the
registered valuers nor do they have
any shareholding in IOV-RVF.

All the independent directors fulfill the
requirements under sub-section 6 of
section 149 of the Companies Act,
2013.

The directors shall elect an
independent director as the chairperson
of the governing board

Board of directors of IOV-RVF have
selected one independent director as a
chairperson of the Governing Board of
IOV-RVF.
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Annexure -
Monitoring Committee & Policy of IOV-RVF

Sr. | Rules/Provisions IOV-RVF status Remarks

No.

1 The organisation shall have a | IOV-RVF has put in place a| The Monitoring
Monitoring Policy to monitor the | Monitoring Committee and has | Committee of
professional activities and adopted a Monitoring Policy in | IOVRVF is headed
conduct of members for their | accordance with relevant rules and | by an Independent
adherence to the provisions of the | regulations. Director, who has
Act, rules, regulations and an expertise in the
guidelines issued thereunder, bye- field of finance. He
laws of the RVOs, the Code of conducts
Conduct & directions given by the regular meetings
Governing Board. in the presence of

all Committee
Members.

2 A member shall submit information | As per the Monitoring Policy, the
about ongoing and concluded | Registered Valuers Members of
engagements as a registered IOV-RVF are required to submit the | The IOVRVF has
valuer, in the manner and format | information periodically in | constituted a
specified by the Organisation, at | accordance with the procedural | Committee of
least twice a year stating inter alia, | framework comprising of activity | experts to review
the date of assignment, date of | data, annual data, collection of the | valuation reports of
completion and reference number | information, records and | Registered Valuer
of valuation assignment and | documents. Members of I0V-
valuation report. RVF.

3 The Monitoring Policy shall | Based on the timely compliances
provide various details such as | made by the Registered Valuer
frequency of monitoring, collection | Members, the Monitoring
of information and records of the | Committee classifies the
members and their compliance | Registered Valuer Members in the
with  the Monitoring  Policy, | following categories:
evaluation of performance of | A. Compliant
members. B. Semi Compliant

C. Non-Complaint

4 The Monitoring Policy shall take
due care of privacy of members, | IOV-RVF fully complies with and
confidentiality of records as |has the mechanism for the
needed and be non-discriminatory. | confidentiality of the data submitted

by its Registered Valuer Members.
5 The Organization shall submit a

report to the authority with
information collected during
monitoring pertaining to details of
the appointments and the
transactions conducted with
stakeholders and with the third
parties along with outcomes.

IOV-RVF is timely submitting the
disclosure reports in the prescribed
format provided by the authority.
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Annexure -l

GRIEVANCE REDRESSAL COMMITEE & MECHANISM OF IOV-RVF

Sr. Rules/Provisions IOV-RVF Status Remarks
No.
1 The Organization shall have a Grievance | To comply with the Rules, The Grievance &
Redressal Policy providing the procedure | IOV-RVF has an effective Redressal
for Grievance Redressal Committee of 10V-
receiving, processing, redressing and | Mechanism for addressingto | RVF is headed by
disclosing  grievances against  the | the Grievances received an Independent
Organization or any member of the | againstthe Registered Valuer | Director, who has an
organization by Members of IOV-RVF and expertise in the field
(a) any member of the Organization against IOV-RVF through of Management. He
(b)any person who has engaged the | Grievance Redressal conducts
services of the concerned members of the | Committee. regular meetings
organization in the presence of
(c) any other person or class of persons as all committee
may be provided by the Governing Board. members.
2 The Grievance Redressal Committee
(GRC) after having duly examined the | Grievance Redressal
grievance Committee of IOV-RVF has
(a) can dismiss the grievance fif it is devoid | been constituted by the
of merit Governing Board of IOV-RVF
(b) initiate a mediation between parties for | and comprises of five
redressal of grievance. members and is headed by an
3 The GRC shall refer the matter to the | independent director. Regular
Disciplinary Committee, wherever the | Meetings of the Grievance
grievance warrants disciplinary action. Redressal Committee of IOV-
3 The Grievance Redressal Policy shall | RVF are being held.
provide for
(@) the format and manner for filing
grievances
(b) maximum time and format for
acknowledging receipt of grievance,
(c) maximum time for disposal of the
grievance by way of dismissal, reference
to the Disciplinary Committee or the
initiation of mediation.
(d) details of mediation mechanism
(e) provision of a report of the grievance
and mediation proceedings to the parties
to the grievance upon dismissal or
resolution of the grievance.
(f) action to be taken in case of malicious
or false complaints
(g) maintenance of a register of grievance
made resolutions arrived at
(h) periodic review of the Grievance
Redressal mechanism.
8
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Annexure -1V

Sr. Rules/Provisions IOV-RVF Status Remarks

No.

1 The Organization may initiate disciplinary | Duly constituted Disciplinary | The Disciplinary
proceedings by issuing a show-cause notice | Committee and a fair, effective | Committee of IOVRVF
against members and independent Disciplinary | is headed by an
a)pased on a reference made by the | Policy of IOV-RVF in | Independent Director,
Grievance Redressal Committee consonance with the | who has an expertise
b) by monitoring of members; Companies (Registered Valuers | in the field of Law. He
c) by following any directions from authority or | & Valuation) Rules, 2017 is in | conducts
court of law. place and includes the | regular meetings
d) suo moto, based on any information | procedure and manner for | in the presence of all
received by it. initiating disciplinary | committee members.

2 The Organisation shall have a Disciplinary | proceedings and the orders that
Policy, which shall provide for the following: may be passed by the
(a) the manner in which the Disciplinary | Committee.

Committee may ascertain facts;

(b) issue of show cause notice based on the
facts

(c) disposal of show cause notice by a
reasoned order following principles of natural
justice;

(d) timelines for different stages of disposal of
show cause notice and

(e) rights and obligations of the parties to the
proceedings.

3 The orders that may be passed by the
Disciplinary Committee shall include
(a) expulsion of the member
(b) suspension of the member for a certain
period of time
(c) admonishment of members,

(d) imposition of monetary penalty;

(e) reference of the matter to the Authority,
recommendation of the amount of restitution or
compensation that may be enforced by the
authority.

(f) directions relating to costs.

4 The Governing Board shall constitute an | Appellate Panel has been
Appellate Panel consisting of one independent | constituted by the Governing
director or the organisation, one member each | Board of IOV-RVF having
from amongst the person of eminence having | eminent members from the field
experience in the field of law and field of | of law & valuation and a
valuation and one member nominated by the | member nominated by the
Authority. Authority.
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Annexure -V

Education & Training Provided by IOV-RVF

Sr.

No.

Rules/Provisions

IOV-RVF Status

Remarks

Rule 12 (2) The organisation
referred to in sub-rule 91)
shall be recognised ff it-

(@) conducts educational
courses in valuation, in
accordance with the syllabus
determined by the authority,
under rule 5, for individuals
who may be its valuers
members and delivered in
class room or through
distance education modules
and which includes practical
training;

(b) grants membership or
certificate of practice to
individuals, who possess the
qualifications and experience
as specified in rule 4, in
respect of valuation of asset
class for which it is
recognised as a registered
valuers organisation;

(c) conducts training for the
individual members before a
certificate of practice is
issued to them;

Education Training and
Research Committee was

constituted by the

Governing Board of IOV-
RVF and is chaired by an
independent and academic
person (Vice Chancellor of a
well known university) for

guiding all educational
matters.

IOV-RVF has been
conducting 50 hrs.
educational courses in

valuation in accordance with
the syllabus determined by
the authority (IBBI) on PAN

India basis at different

locations in all the regions

since its inception.

IOV-RVF is granting

membership certificates to
the individuals who possess

the qualifications and

experience as per the rules,

have attended 50 hrs.

education course and have

passed the valuation

examination conducted by

IBBI. IOV-RVF is also
issuing Certificate of

Practice to its Registered

Valuer members.

IOV-RVF has been

conducting full day trainings

on PAN India basis at

different locations in all the

regions before issuing

1. IOV-RVF has
conducted 177
educational courses
of 50 hrs. since

inception.

2. 3921 number of
valuers have
attended the

educational courses
conducted by I0V-
RVF.

3. 1179 number of
valuer members of
IOV-RVF have been
registered with the
authority (IBBI) out of
2632 _total number of
Registered  valuers
regsitered with 11
RVOs as on date.

IOV-RVF has 3921
members as on date
and has granted
certificate of Practice
(COP) to 1052
members.

IOV-RVF has
conducted 47 full day
trainings  for its
members in 16
locations in different

Certificate of Practice to its | regions before
Registered Valuer Members | issuing COP.
since September 2018.

10
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(e) provides for continuing
education of individuals who
are its members;

IOV-RVF is continuously
conducting seminars,
trainings, workshops,
conferences etc., in
classroom mode on the
relevant topics related to
valuation on PAN India
basis at different locations in
all the regions throughout
the financial year to make it
accessible and convenient
for Registered Valuer
Members to participate in
such Seminars and earn the
mandatory credit hours

IOV-RVF has
conducted 15
seminars at 12
locations in all the
regions  throughout
the financial year to
its Registered Valuer
members

Rule 8(1) The registered
valuer shall, while conducting
a valuation, comply with the

valuation standards as
notified or modified under
rule 18:

Provided that until the
valuation standards are

notified or modified by the
Central Government, a valuer
shall make valuations as per-
(a) Internationally accepted
valuation standards

(b) Valuation standards
adopted by any registered
Valuers organisation.

IOV-RVF has adopted
International Valuation
Standards (IVS) until the
valuation standards are
notified by the Central
Government.

IOV-RVF ensures that all
the members are following
the IVS while conducting
valuations.

IOV-RVF has been
conducting specialised
trainings on the valuation
standards for its members
and taking exams for the
same.

Valuation Standard
Board (VSB) of IOV-
RVF has been
constituted and is
chaired by the
representative of
IOV-RVF in the
Committee to advise
on Valuation Matters
set up under the
Companies
(Registered Valuers
& Valuation) Rules,
2017.

Under the guidance
of Valuation
Standard Board
(VSB) of IOV-RVF,
the specialised
training on Valuation
Standards has taken
place.

240 Valuers

have attended the
specialised training
on valuation
standards till date.
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Conflict of Interest for valuers

Annexure P

- Mr. Varun Gupta

For a valuer (whether an individual or a firm), Conflict of Interest can arise in various situations.

These can be broadly categorized as follows:

e Party Conflict
e Own Interest Conflict

These categories are further described below, along with some illustrative examples:

1. Party Conflict is said to arise in a situation in which the duty of valuer to act in the interests
of a client or other party in a professional assignment conflicts with a duty owed to another
client or party in relation to the same or a related professional assignment. This situation
could arise due to either ‘simultaneous representation’ or ‘successive representation’.

Examples:

a. Let us say two parties (A and B) are negotiating a transaction. Assisting Party B in

whatever capacity (including valuation services) if the valuer is already assisting

Party A in the same transaction (in whatever capacity including providing
valuation services) leads to a Conflict of Interest. This is an example of

‘simultaneous representation’.

b. Assisting a litigant in a dispute/ arbitration situation in whatever capacity
(including as a valuation expert or an expert witness) if the valuer is already
assisting the defendant (or vice versa) in the same dispute/ arbitration (in whatever

capacity). This is also an example of ‘simultaneous representation’.

c. In asituation where the valuer is approached by a client for valuing an asset which
the valuer has previously valued (for a different client), the RV could be under
pressure to conclude the value at or around the same value as estimated previously.
A situation may arise when a valuer who had previously completed a valuation for
an owner contemplating a sale, is requested to value the asset for the purchaser or
the purchaser’s financial institution. Under such a situation, the valuer will be

under pressure to at least reaffirm the original value. To do otherwise would cast

doubt on the original valuation, which would jeopardize the valuer’s credibility in

the eyes of the owner; but to ignore the actual sale value could do a disservice to

the new client. This is a classic example of ‘successive representation’ situation.

d. The other reason why a conflict of interest may arise in case of Successive
Representation is that the I*' client (the owner) may have previously provided
confidential information that the he may not want divulged to the potential buyer
(the 2" client). Failure to include that information in the second report, if material,
could lead to a breach of the obligations to the 2™ client. To include the information
would betray the confidentiality obligation to the 1*' client. Such a situation is best
resolved by declining the second project. However, in certain situations, Successive
Representation may not result in a conflict. This is especially true if significant time
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has elapsed between the first and the second engagement, or significant events have
taken place after the first engagement that have rendered the first valuation opinion
and the confidential information shared by the 1* client obsolete. In any event, the
consent of the I*' client should be obtained before proceeding with the second
valuation.

2. Own Interest Conflict is a situation in which the duty of a Valuer to act in the interests of
a client in a professional assignment conflicts with the Valuer’s own interests (directly or
indirectly)

Examples:

a. Providing valuation services to a client where the RV is the shareholder of the entity
being valued and the valuation opinion could have an impact on the stock price

b. Providing merger swap analysis where the RV is a shareholder in either or both of
the companies involved in the merger

c. Self-review conflict — where a valuer or a network firm reviews (as an auditor) the
work performed including the valuation report provided by the valuer
Charging a success fee on a valuation project

e. Charging a fee based on the percentage of value of assets being estimated. In such
a situation, the valuer has a clear incentive to overvalue the assets
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Annexure Q

PROPOSED DRAFT CHAPTER ON REGULATORY GOVERNANCE

- Mr. Somasekhar Sundaresan

The structure of the regulatory organisation is a vital element in the efficacy of regulating
valuers. While a new profession would be nurtured and regulated, how well the regulator
functions would depend on the structure of the regulator itself and how the regulator is

governed.

The regulation of a regulator’s performance is best served with inherent checks and balances
by creating a strong governance capacity overseen by an effective board. Indeed, like with any
body corporate (and more so with the tasks involving exercise of statutory power) the
executives in a regulator would need an effective check and balance to measure their

performance internally.

By design, a regulatory organisation has multiple roles and legal capacities of the “State” rolled
into and bundled up, in one organisation. The role of the legislature, executive and the
judiciary, are all rolled into the regulator, suspending the conventional wisdom of the need for
separation of powers of the State, with each arm of the State acting as a check and balance on
the others. This further underlines the need for a strong governance framework to ensure

effective functioning of the regulator.

Regulatory organisations in India and their governance do not impose statutory requirements
on how the regulator would be governed. Most of the legislation that create regulators entail
setting up of a “board” or an “authority” with provisions containing generic requirements of
knowledge of and acquaintance with accounting, economics, law, and the like. Likewise, the
oversight of the regulatory organisation’s functioning by the board of directors / governors is
hardly embedded into legislation. This leads to outcomes such as regulatory officials not
having any key performance indicators or metric on which their performance could be

appraised.

The Committee deliberated on how best the design of the regulator could be enhanced to
achieve Board effectiveness to oversee the affairs of the regulatory agency. The committee
felt that while the design in which existing regulators that have been set up — for example, the

Securities and Exchange Board of India or the Insurance Regulatory and Development

1
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Authority — may be adopted, even at inception, care should be taken to ensure that the internal

governance of the regulatory agency must be made more robust by the very architecture of the

regulatory agency. It was noted that the regulator in the instant case would be a regulator that

not would not only play the role of regulating the conduct of valuers but would also be a

licensing authority for valuers.

Salient Design Features in Legislation:

The following design features are envisaged as features in the Statute to be passed by

Parliament in setting up the regulator:-

a)

b)

d)

g)

The regulatory agency would have a Chairman, who would be the chief executive of

the organisation;

The governing board would also comprise Whole Time Members, who, like the

Chairman, would be employees of the regulatory agency;

The governing board would also have Part Time Members who would be external

persons from society who would be a check and balance on the executive;

The Part Time Members would be at least equal in number to the aggregate of the

Chairman and the WTMs on the Board;

The regulatory agency would also have an Advisory Committee that would comprise
valuers and other direct stakeholders, which committee, would, in an advisory capacity
make recommendations to the regulatory agency on matters of regulation and oversight

of the profession;
Ordinarily, no valuer and other direct stakeholder, or for that matter, no person from
the regulatory agency, other than the Chairman and the WTMs would be a member of

the Board;

The Advisory Committee’s recommendations must be tabled before the Board of

Directors for its consideration;
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h)

To ensure effective segregation of powers, the legislation creating the regulator, would,

by stipulated design entail the following features:-

Provisions on Statutory Organisational Design:

(@)

(i)

(iii)

(iv)

v)

(vi)

The Chairman would be the Chief Executive and head the executive functions

of the regulatory agency and also be Chairman of the Board for its meetings;

One or more of the WTMs representing the quasi-judicial function of the
regulatory agency would also form part of the Board — one of such WTMs shall

head the quasi-judicial function of the regulatory agency;

The legislative function of the regulatory agency must be discharged by the
Board — the executive must pilot any subordinate legislation that is proposed to
be notified through the Board and the Board must sign off on the actual final

version of the legislation that is to be made under the Parliamentary statute;

The quasi-judicial functions of the regulatory agency must not comprise any
member from the executive function of the regulatory agency — indeed, officials
in the executive role may with a stipulated cool-off period be moved to the
quasi-judicial role with the condition that they must not preside over any quasi-
judicial proceeding involving issues that had been handled by them in their

executive role;

The basic trial and adjudication of quasi-judicial proceedings would be
discharged by Adjudicating Officers, whose performance appraisal would be
conducted by the WTM who would head the quasi-judical function of the
regulatory agency;

None of the officials in the executive role would have a say in the performance
appraisal of the quasi-judicial Adjudicating Officers. Likewise, no WTM
forming part of the quasi-judicial function must have a say in the performance

appraisal of officials in the executive function in the regulatory agency;
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Provisions on Due Process for Law-making:

(vii)

(viii)

(ix)

)

(xi)

(xi1)

(xiii)

In the legislative function, by statutory mandate, before any subordinate law is
made, the regulatory agency must publish a problem statement recording the
objective of the proposed subordinate law, the nature of the issue sought to be
addressed, the draft of the legislative solution to the problem statement, with

analysis of costs and benefits of such proposed law;

The proposed draft law along with the aforesaid analysis must be published for
public comment, with at least six weeks being provided for the comments to be

received;

The suggestions received, the suggestions accepted, the suggestions rejected,
and reasons for such acceptance or rejection, along with the final version of the
draft subordinate law must be tabled before the Board for its consideration and

deliberation;

The Board must deliberate the proposed law and approve the subordinate law
in final form, which finally-approved form must be published in the Official

Gazette as the final applicable law;

Notes in legislative intent for every provision of the subordinate legislation must
be spelt out as an integral part of the legislation — to enable the regulated entities,
the regulatory agency and courts to appreciate the legislative intent behind every

provision in the subordinate law;

The subordinate law so made must be tabled in Parliament for 30 days;

Power to remove difficulties in the operation of the subordinate law must be

provided for with a limited window of two years in which period the subordinate

legislation would be well experienced by society;
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(xiv)

(xv)

(xvi)

Every subordinate law must be mandatorily reviewed six months before the fifth

anniversary of the law having been brought into effect;

The executive side of the regulatory agency must collect and provide to the
Board, empirical data on the functioning of the provisions to enable such

review;

By the sixth anniversary of very subordinate law taking effect, a reiteration of
the law, with or without amendments, must be explicitly made for continuation

of the effect of the provisions;

Provisions on Enforcement in Discharge of Executive Function:

(xvii)

(xviii)

(xix)

(xx)

(xx1)

In the enforcement of the law, principles of natural justice must be followed —
essentially, this must entail provision of inspection of the record, effective
access to the relevant material that could lead to a determination of the issues
involved, and ability to cross-examine persons whose statements become

relevant for proving or defending charges;

A show cause notice must be issued setting out the nature of the charges, the
facts based on which the charges are levelled, the provisions of law that stand
violated by reason of the nature of the facts and the proposed measures and

remedies contemplated to resolve the impact of the violation;

Inspection of the record must not be restricted just to the material relied upon to
support the charges, but must also extend to material that could undermine the
charges — the objective of any proceeding being to arrive at the truth rather than

to achieve the outcome of holding a person guilty;

Adjudicating Officers who would decide upon the outcome in the proceedings

must afford an opportunity of being heard at a personal hearing;

The Adjudicating Officers must conduct a case management meeting to assess

the volume of work involved in a hearing; the number and type of issues to be

5
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(xxit)

(xxiii)

(xx1v)

(xxv)

(xxvi)

considered; the time that may be involved in assessment of issues; and allocate

time for oral arguments;

The recipients of the show cause notice must be given reasonable time to present
their written reply after completion of inspection and to supplement a note on

arguments within a short period after the conduct of the personal hearing;

An appeal against any decision by an Adjudicating Officer shall lie before a
quasi-judicial WTM;

Decisions of the WTM must be appealable to the Securities Appellate Tribunal,
which is now broadly the appellate tribunal that has appellate jurisdiction over

regulatory matters in the financial sector;

Appeals from the decisions of the Tribunal must lie in the High Court on

questions of law and fact;
No statutory right to appeal from the decisions of the Tribunal is required to be

provided — the Supreme Court of India may grant special leave to appeal under

Article 136 of the Constitution of India
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Annexure R

Compilation of Purposes of Valuation

under the existing law and by practice in India
(Complied by CVSRTA Registered Valuers Association)

Various movable and immovable assets like Land and Building, Plantation, Forest, Mines,
Factories, Plant and Machinery, Shares and intangible assets like copyrights, trademarks,

logos, patents, goodwill, brands, customer data etc needs to valued for various purposes.

Valuation Under Various laws:

1. Valuation to be done for the purpose of the Companies Act.
(Various Section under the companies Act requires the valuation to be done by the
Registered Valuers)

2. Valuation to be done for the purpose of the IBC.
(Various Section under the Insolvency and Bankruptcy Code requires the valuation to be
done by the Registered Valuers)

3. Valuation to be done for the purpose of the Income Tax Act.
(Various Section under the Income Tax Act requires the valuation to be done by the
Registered Valuers under the Wealth Tax Act)

4. Valuation to be done for the purpose of the SARFESI Act.
(Under the SARFESI Act the valuation to be done by the Registered Valuers under the
Wealth Tax Act)

5. Valuation for the purposes of Land Acquisition Act.

6. Valuation for the purpose of Various Stamp Duty Acts of Centre as well as States.

7. Valuation for the purpose of REITs (Real Estate Investment Trust), as per SEBI
Guidelines.

8. Valuation for the purposes of innumerable Acts of centre as well as States, which for some
or other purpose of the Act require valuation of Property, whether moveable or
immovable. e.g. Enemy Property Act., Money Laundering Act., Benami Properties Act.
etc. etc. etc. the list is endless.
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Valuation By Practice

1. Valuation for various Court Purposes. [Courts include Small Causes Courts, Family
Courts, Metropolitan Courts, District Courts, High Courts and Supreme Court.|
(To adjudicate various types of disputes relating to property, division of property among
rightful claimants, to sell the attached property, to arrive at market value of various
properties to charge court fees, to prove under valuation or over valuation, to grant
probate/Letter of Administration etc. etc. etc.)

2. Valuation for DRT (Debt Recovery Tribunal) Purposes (To dispose off the attached
property etc.)

3. Valuation for the purpose of Banks and financial institutions (for keeping the property as
security against loan advanced, to sell off the attached property, for keeping additional
property as security for enhanced loan, revaluation of property after certain time period)

4. Valuation of property to establish net-worth of an individual/person/firm /company.

5. Valuation of property for the purpose of making application for VISA to various countries
to establish the payment capacity/Net worth.

6. Valuation of property for the purpose of settling dispute in the family or partnership firm

or for the joint owners.

7. Valuation for the purpose of Mutual Funds to arrive at NAV.

8. Valuation for the purpose of Purchase/Sale/renting of property by Various Government
and semi government Department thru Tender/Auction process.

9. Valuation for the purpose of Purchase/Sale/renting of property by Various Charitable
Trusts thru Tender/Auction process.

10. Valuation for the purposes of Charity Commissioner.

11. Valuation for the Matters of Arbitration and Conciliation.

12. Valuation for the purposes of Various Tribunals, Forums established under the Act for
dispute resolution.
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

Valuation for the purpose of Purchase/Sale/renting of property by private individuals
from outside city / NRIs.

Valuation for the purpose of making a feasibility report of some business proposal.
Valuation of property or estimation of work done for the purpose of Tender.
Valuation of Shares for off market transactions/unlisted shares.

Valuation for the purpose of Due Diligence of a purchase proposal or making an offer.

Valuation for the various Government Departments like DGFT, Customs etc to dispose
off various confiscated goods.

Valuation for the purpose of knowing current net worth of the business / reflecting the

true value of property in Balance sheet by creating revaluation reserve.

Valuation of property for the purpose of making loan proposal to non financial institution

entity.
Valuation of property to estimate rent/lease amount.
Valuation for the purpose of Insurance and Loss assessment.
Valuation for the purpose of making an offer for property.

Valuation for the purpose of estimating business viability. Decision relating to selling of

business assets and putting the money in investment or continuing the existing business.

25.

Valuation for the purpose of equally distributing the property among childrens /

beneficiaries.

26.

Valuation for various Crime Investigation Department of States and Centre like CBI, ED,

CID, EOW to ascertain value of property for their crime investigation purposes.

27.

Valuation for the purpose of knowing the cost of construction / estimate of the work done.

Note: There are many more purposes, sub-purposes among the purposes noted above and

mix of purposes and there can be so many permutation of combinations among above that

the list can be endless. However we have listed out the most broad purpose normally
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prevalent in the market and what is known in the professional circle about the purpose of
valuation. Above is only indicative of various purposes and actually the purposes are
endless. The list under “Valuation By Practice” also includes the valuation sometimes
required under the innumerable laws of centre and states, where there is no direct

reference of valuation but to achieve the purpose of the act the valuation becomes
necessary by logic.
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Annexure S

Outsourcing
- Mr. Kirit P. Budhbhatti

I am a valuer registered under the Wealth Tax Act, 1957 for Immovable Property and Plant and
Machinery.

A valuer has been appointed for an assignment directly by a client or he has been assigned the
work through bidding. Under such circumstances if the valuer passes on entire assignment to a
third-party entity and wants to earn profits/income and invites for bids/expression for work from
such other valuers of the same asset class and is not involved in the assignment and the report is
even issued by the third-party entity. Such an outsourcing should not be permitted with an intention
to derive profits, however this should not be construed as profits or commission if the intention is
to take assistance of the other valuer and the report is prepared and issued by the registered valuer
solely in his own name to whom the assignment was in principally granted.

I give a few illustrations here to elaborate what should not be considered outsourcing.
Hlustration — 1

I carried out a valuation of tangible assets of lease hold land, specialized factory buildings and
plant and machinery for a specific industry of an industrial plant which was very well laid out with
all the brand-new latest assets and not suffering from any imbalances in different production
sections. There were no bottle necks in the production sections and technical layout was excellent
state of art technology. The plant was only three years old on the date of valuation. The total
investment was about Rs.50 crore in the assets under consideration and book value of all the assets
as on date of valuation was about Rs.35 crore. We worked out current replacement, depreciation
for wear and tear and depreciated replacement cost as on date of valuation which worked out Rs.55
crore in existing use in situ (value of assets under consideration for the existing use at current
location). While going through the records of actual production in last three years, it was found
that it was 50% in first two years and only 25% of the installed capacity in the third year.

We advised the client as under:

(a) The plant is very well laid out with all the brand-new latest assets and not suffering from
any imbalances in different production sections. There are no bottlenecks in the production
sections and technical layout is excellent state-of-the-art technology. But as the actual
production is much less than the installed capacity since inception and in last year it is only
25%, it is necessary to find out the reasons for the same and for that market survey of the
product will be required to be done.

(b) It may be also necessary to carry out valuation under following different scenario:

(1) the use of machinery for the same product at the different locations and for this
purpose, it will be necessary to dismantle the assets from current location and install
at different locations. This is known as value in existing use in ex situ.

(i1) the use of machinery for the different products (alternative uses) at the current
location. This is known now as value in alternative use in situ.

(i)  the use of machinery for the alternative product at different location. It is known as
value in alternative use in ex situ.
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(c) If the machineries are to be installed at different locations and for different products, then
it will be necessary to examine the utility of existing land and buildings and cost of
balancing equipment if alternative product is to be manufactured.

(d) The depreciated replacement cost worked out by us is not the market value; as prima-facie
it appears that the assets are suffering from economic obsolescent and for estimation of
economic obsolescence it necessary which will require market study of the product and
projection of income for 8-10 years will have to be made to ascertain potential profitability.

For all the above purposes, the services of experts from the different fields are required. The
services of these experts should not be considered outsourcing.

Illustration — I1

The clients appointed us to carry out the valuation of land, buildings and plant and machinery near
Bhuj affected due to earthquake. Onsite inspection, we found that the damage was very heavy.
Ground movements indicated the possibility of variation and disturbance in the geotechnical
properties of the soil subgrade. It was noticed that the soil underwent consolidation and
confinement during earthquake motion propagation. This means treatment to even land was
required forget about repairs to buildings and plant and machinery. We had to take the services of
structural engineer to quantify damage to land and buildings, experts from production machinery,
electrical engineering, refrigeration and air conditioning to quantify damage to various equipment.
The services of the structural engineer should not be considered outsourcing.

Illustration — 111

The client appointed us to carry out valuation of following assets of tea gardens held by them in
North (Assam)and South
Land
Plantation
Factory, administrative, residential and other buildings, roads, tanks etc.
Plant and machinery
Electrical installations
e Vehicles
Before commencing valuation of any assets, it becomes very essential for valuers to find out how
the assets are traded in the market. Otherwise it will give wrong result.

I came across an interesting phenomenon in the market for valuation of tea gardens in Assam and
Southern India. In Assam, tea gardens are sold on the basis of price per kilogram of made tea in
auction of that garden. As for example, if garden produces 100,000 kilograms and the auction price
of the tea of the same garden is say Rs.300 per kg, then value of garden is Rs.3 crore for land,
plantation, building, garden, plant & machinery, road, labour quarters, well, etc. Whereas in
Southern India, tea gardens are sold per acre of total land and that value includes value of land,
plantation, all types of buildings, machinery etc. inclusive of all tea producing infrastructure.

For this purpose, an expert in the tea garden was consulted. The services of the consultant should
not be considered outsourcing.
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Illustration — IV

We were involved in valuation of a Beer manufacturing and it is governed by the Industries
(Development and Regulation) Act, 1951. It is a scheduled industry falling under section 3(1) of
the said Act and specified in First Schedule of the Act under “Fermentation Industries.”

We had a meeting with the Joint Director and Under Secretary, Department of Industrial Policy
and Promotion, Ministry of Industries, Government of India and other officers to ascertain the
policy of the Government for establishing new breweries and expansion of the existing breweries.
The officers were kind enough to explain the issue. It was pointed out by them that the Supreme
Court of India in the matter of Bihar Distillery & Anr. Vs. Union of India & Ors., reported at 1997
— (084) AIR 1208 SC (decided on 29" January 1977) has held that industries engaged in
manufacture of potable liquors are under state control, whereas industries engaged in production
of industrial alcohol are controlled by the Union Government. In the matter of Government of
Haryana & Ors. Vs. Haryana Brewery Ltd. & Anr. reported at 1997 (005) — SCC-0758-SC — the
Supreme Court of India (decided on 11 March 1997 has held that since the various decisions of
the Supreme Court project different points of view, it is necessary to evolve a coherent and
effective formula so that the Union and the State should know what are their respective powers
and jurisdiction. Accordingly, the matter has been referred to the Constitution Bench of the
Supreme Court. After the above decisions, the matter has not moved further and is still pending
before the Supreme Court of India and, hence, the officers informed that neither the establishment
of new breweries nor expansion of the existing breweries is permitted.

We advised the clients to thoroughly examine this aspect as it has a direct bearing on the future
cash flows from brewing operations. In case of plant and machinery valuation it is very essential
to outsource the information from machinery dealers, suppliers etc. who are not plant and
machinery valuers. Information on non-recoverable taxes, custom duties for imported machines at
times it becomes essential to consult the advisors in these areas. The services of the advisors should
not be considered outsourcing.

Other Illustrations
A few examples of information to be outsourced by a valuer of real estate:

¢ In Pradhan Mantri Yojana, benefits available need to be properly accounted which requires
help from a CA for taxation point of view.

e For bank finance for large development project having huge land, it is very important to
identify the maximum FSI that can be used for which massing of buildings would be
required and for that architecture’s services is essential.

e In large construction project for survey of reservation, road, etc., help of land surveyor is
required.

e For bank finance for large construction project, market research for demand for
development to be carried out is required and for that services requires to be outsourced by
a valuer.

The services of CA, Architect, Surveyor, market research, etc. should not be considered
outsourcing.
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Annexure T

SAMPLE OF DISCLAIMERS
- Mr. Varun Gupta
Basis of preparation

e Reliance on information provided by the Client: The work has been based on financial
information provided by the Management (the RP and the RP team). I/we have relied on the
accuracy and completeness of that financial information. Regarding the information provided, I/we
have not carried out any form of audit, due diligence, investigation, independent confirmation or
verification of the reliability, accuracy or completeness of the information. Accordingly, I/'we do
not assume any responsibility and make no representations with respect to the accuracy or
completeness of the information provided.

e Unavailability of information as of Valuation Date: Please note that the Liquidation Value and
Fair Value of assets of the Company have been performed as of an earlier date based on the
provisional unaudited standalone balance sheet of [Company] provided by Management (the RP)
as of the Valuation Date. On the other hand, no financial information as of the Valuation Date was
available for Subsidiaries and Associates, hence we have relied on the latest available financial
statements. The Management / RP has also confirmed that there has not been any material change
in the financials of Subsidiaries and Associates since the last available financial statements. Hence,
due to the lack of financials as of the Valuation Date and based on representation given by the RP,
I /we have considered financials as of XXX as the proxy for the financial position as of the
Valuation Date.

e Post Valuation Date Events: The Liquidation Value and Fair Value of assets of the Company
have been performed as of Valuation Date. Economic conditions, market factors and performance
change may result in the conclusions becoming quickly outdated.

e Range of Value Estimate: The valuation of companies and assets is not a precise science and the
conclusions arrived at in many cases will of necessity be subjective and dependent on the exercise
of individual judgment. There is therefore, no indisputable single value and the estimate of the
value is normally expressed as falling within a likely range. To comply with the RP’s request, we
have provided a single value for the overall Liquidation Value and Fair Value of the assets of
[Company], which is an arithmetic average of the range of Liquidation and Fair Values. Whilst, I /
we consider the valuation to be both reasonable and defensible based on the information available,
others may place a different value.

e Definition and Premise of Value: It should be noted that Liquidation Value could be significantly
different from Fair Value or fair market value. Further, Liquidation Value in an orderly sale can be
very different from Liquidation Value in a fire sale transaction, and Liquidation Value of a single
machine or any individual asset on a standalone basis could be very different from Liquidation
Value of a single machine or any individual asset as part of the entire plant and machinery. As such,
the premise of Liquidation Value for the said purpose in this report is Liquidation Value of the
assets on a standalone basis (in most cases) or in some cases group of assets in an orderly sale.
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e Use and Purpose of Our Valuation Report: This document has been prepared for the purposes
stated herein and should not be relied upon for any other purpose. Our Client is the only authorized
user of this report, and the use of the report is restricted to the Client for the purpose indicated in
our engagement letter. This restriction does not preclude the Client from providing a copy of the
report to third-party advisors whose review would be consistent with the intended use and the
Regulations. I /we do not take any responsibility for the unauthorized use of this report.

e Distribution of Our Valuation Report: Unless required by law it shall not be provided to any
third party or used for any other purpose. In no event, regardless of whether consent has been
provided, shall I / we assume any responsibility to any third party to which the report is disclosed
or otherwise made available.

e Indemnification not provided: I/ we expressly disclaim all liability for any loss or damage of
whatever kind which may arise from any person acting on any information and estimates contained
in this report which are contrary to the stated purpose.

Assumptions & Limiting Conditions
This service was performed with the following general assumptions and limiting conditions.

e Audit service not provided: Our valuation report of valuation services does not constitute an audit
in accordance with auditing standards.

e Reliance on information provided by Client: We have relied on explanations and information
provided by Management and accepted the information and projections provided to us as true and
accurate. Although, we have reviewed such data for consistency and reasonableness, we have not
independently investigated or otherwise verified the data provided. Nothing has come to our
attention to indicate that the information provided had material miss-statements or would not afford
reasonable grounds upon which to base the report.

The responsibility for forecasts and the assumptions on which they are based is solely that of the
Management. It must be emphasized that revenue and profit forecasts necessarily depend upon
subjective judgment. They are to a greater or lesser extent, according to the nature of the business
and the period covered by the forecasts, subject to substantial inherent uncertainties. In
consequence, they are not capable of being audited or substantiated in the same way as financial
statements, which present the results of completed periods. We have relied on Management
judgment and has not done in-depth market assessment.

e Access to limited information on subject business: Our valuation is primarily from a business
perspective and has not considered various legal and other corporate structures beyond the limited
information made available. The scope of work has been limited both in terms of the areas of the
business and operations which have been reviewed. There may be matters, other than those noted
in this report, which might be relevant in the context of the transaction and which a wider scope
might uncover.

e Reliance on data from external sources: We have relied on data from external sources. These
sources are considered to be reliable and therefore, we assume no liability for the truth or accuracy
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of any data, opinions or estimates furnished by others that have been used in this analysis. Where
we have relied on data, opinions or estimates from external sources, reasonable care has been taken
to ensure the accuracy of such data and that such data has been accurately and correctly extracted
from those sources and /or reproduced in its proper form and context.

e Continuity of subject business: We have assumed that the business continues normally without
any disruptions due to statutory or other external/internal occurrences.

e Post Valuation Date Events: This report is issued on the understanding that Management of
[Company] has drawn our attention to all matters of which they are aware concerning the financial
position of the businesses appraised, which may have an impact on this report up to the date of
issue. We have no responsibility to update this report for events and circumstances occurring after
the Valuation Date.

o Independent Third Party: We have acted as an independent third party and, as such, shall not be
considered an advocate for any concerned party should any dispute arise. The valuation has been
carried out independently to assess the valuation services. We have no present or planned future
interest in [Company] or any of its group companies and the fee for this report is not contingent
upon outcome of the transaction. Our Valuation should not be construed as investment advice;
specifically, we do not express any opinion on the suitability or otherwise of entering into any
transaction with [Company].

e Valuation assumptions made by us: We have made certain assumptions in relation to facts,
conditions or situations affecting the subject of, or approach to, this exercise that has not been
verified as part of the engagement but rather, treated as “a supposition taken to be true”. If any of
these Assumptions prove to be incorrect then our estimate on value will need to be reviewed.

o Distribution of our Valuation Report: This report has been prepared exclusively for the Client
for the purpose as set out above, and accordingly the report should not be used, reproduced,
circulated or relied upon by, whether in whole or in part nor confer any benefit to, any other person.

These are the conditions and assumptions upon which our reports are normally prepared and form an
integral part of the appointment together with the related Engagement Letter and Terms of Engagement.
These conditions and assumptions apply to the report that is the subject of this instruction.
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The Institute of Chartered Accountants of India @

List of Contraventions for Registered Valuers
As

Developed on the basis of List of Contraventions for
Chartered Accountants

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA
(Set up under an Act of Parliament)

1
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List of Contraventions for Registered Valuers

The Professional and Other Misconducts shall be enumerated in the ....... Act under various
clauses given under twin Schedules i.e., First Schedule and the Second Schedule.

Any act of any member falling under the provisions of any one or more clauses of any of
these two schedules is considered as Professional and/or other misconduct.

The details of the contraventions are provided below:
I. First Schedule

The list of contraventions specified under the First Schedule is as follows:-

PART I: Professional misconduct in relation to Registered Valuers/ RVE/ LLP/
Company

A registered valuer shall be deemed to be guilty of professional misconduct, if he —

(1) allows any person to practice in his name as a registered valuer

(2) pays or allows or agrees to pay or allow, directly or indirectly, any share, commission
or brokerage in the fees or profits of his professional business, to any person other
than a member of the Institute or a partner or a retired partner or the legal
representative of a deceased partner, or a member of any other professional body or
with such other persons having such qualifications as may be prescribed, for the
purpose of rendering such professional services from time to time in or outside India.

Explanation — In this item, “partner” includes a person residing outside India with
whom a registered valuer in practice has entered into partnership which is not in
contravention of item (4) of this Part;

(3) accepts or agrees to accept any part of the profits of the professional work of a person
who is not a member of the Institute: Provided that nothing herein contained shall be
construed as prohibiting a member from entering into profit sharing or other similar
arrangements, including receiving any share commission or brokerage in the fees, with
a member of such professional body or other person having qualifications, as is
referred to in item (2) of this Part;

(4) enters into partnership, in or outside India, with any person other than a registered
valuer in practice or such other person who is a member of any other professional
body having such qualifications as may be prescribed, including a resident who but for
his residence abroad would be entitled to be registered as a member under clause ...
of sub-section ... of Section ... or whose qualifications are recognised by the Central
Government or the Council for the purpose of permitting such partnerships;

(5) secures, either through the services of a person who is not an employee of such

registered valuer or who is not his partner or by means which are not open to a
registered valuer , any professional business.
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(6)

)

(8)

9)

(10)

(11)

(12)

Provided that, nothing herein contained shall be construed as prohibiting any
arrangement permitted in terms of items (2), (3) and (4) of this Part;

solicits clients or professional work either directly or indirectly by circular,
advertisement, personal communication or interview or by any other means.

Provided that, nothing herein contained shall be construed as preventing or
prohibiting—

(i) any registered valuer from applying or requesting for or inviting or securing
professional work from another registered valuer in practice; or

(i) a member from responding to tenders or enquiries issued by various users of
professional services or organisations from time to time and securing professional
work as a consequence ;

advertises his professional attainments or services, or uses any designation or
expressions other than registered valuer on professional documents, visiting cards,
letter heads or sign boards, unless it be a degree of a University established by law in
India or recognised by the Central Government or a title indicating membership of the
Institute or of any other institution that has been recognised by the Central
Government or may be recognised by the Council.

Provided that a member in practice may advertise through a write up setting out the
services provided by him or his firm and particulars of his firm subject to such
guidelines as may be issued by the Council;

accepts a position as registered valuer previously held by another registered valuer
without first communicating with him in writing;

accepts an appointment as registered valuer without first ascertaining from it whether
the requirements of this Act in respect of such appointment have been duly complied
with;

charges or offers to charge, accepts or offers to accept in respect of any professional
employment, fees which are based on a percentage of profits or which are contingent
upon the findings, or results of such employment, except as permitted under any
rules/ regulation made under this Act;

engages in any business or occupation other than the profession of registered valuer
unless permitted by the Council so to engage.

Provided that, nothing contained herein shall disentitle a registered valuer from being
a director of a company (not being a managing director or a whole-time director)
unless he or any of his partners is interested in such company as a registered valuer ;

allows a person not being a member of the Institute in practice, or a member not

being his partner to sign on his behalf or on behalf of his firm, any Valuation Report/
Opinion/ Certificate .
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PART II: Professional misconduct in relation to members of the Institute in
service — (Not allowed for Registered Valuers)

A member of the Institute (other than a member in practice) shall be deemed to be guilty of
professional misconduct, if he is being an employee of any company, firm or person—

(1) pays or allows or agrees to pay directly or indirectly to any person any share in the
emoluments of the employment undertaken by him;

(2) accepts or agrees to accept any part of fees, profits or gains from a lawyer, a

chartered accountant or broker engaged by such company, firm or person or agent or
customer of such company, firm or person by way of commission or gratification.

PART III: Professional misconduct in relation to members of the Institute
generally

A member of the Institute, whether in practice or not, shall be deemed to be guilty of
professional misconduct, if he—

(1) not being a fellow of the Institute, acts as a fellow of the Institute;

(2) does not supply the information called for, or does not comply with the requirements
asked for, by the Institute, Council or any of its Committees, Director (Discipline),
Board of Discipline, Disciplinary Committee, or the Appellate Authority;

(3) while inviting professional work from another registered valuer or while responding to
tenders or enquiries or while advertising through a write up, or anything as provided

for in items (6) and (7) of Part I of this Schedule, gives information knowing it to be
false.

PART IV: Other misconduct in relation to members of the Institute generally

A member of the Institute, whether in practice or not, shall be deemed to be guilty of other
misconduct, if he—

(1) is held guilty by any civil or criminal court for an offence which is punishable with
imprisonment for a term not exceeding six months;

(2) in the opinion of the Council, brings disrepute to the profession or the Institute
because of his action whether or not related to his professional work.

II. Second Schedule
The list of contraventions specified under the Second Schedule are as follows:-

PART I: Professional misconduct in relation to Registered Valuers in practice
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A registered valuer in practice shall be deemed to be guilty of professional misconduct, if
he—

(1) discloses information acquired during his professional engagement to any person other
than his client so engaging him, without the consent of his client or otherwise than as
required by any law for the time being in force;

(2) certifies or submits in his name, or in the name of his firm/ LLP/ company, the
valuation report unless the examination of records/ due process has been made/
undertaken by him or by a partner or an employee in his firm/ LLP/ company or by
another registered valuer in practice;

(3) permits his name or the name of his firm/ LLP/ company to be used in connection with
an estimate of earnings contingent upon future transactions in a manner which may
lead to the belief that he vouches for the accuracy of the forecast;

(4) undertakes valuation of any business or enterprise in which he, his firm, or a partner
in his firm has a substantial interest;

(5) fails to disclose a material fact known to him in a professional capacity;

(6) fails to report a material misstatement known to him which he is concerned in a
professional capacity;

(7) does not exercise due diligence, or is grossly negligent in the conduct of his
professional duties;

(8) fails to obtain sufficient information which is necessary for expression of an opinion or
its exceptions are sufficiently material to negate the expression of an opinion;

(9) fails to invite attention to any material departure from the generally accepted
procedure of valuation applicable to the circumstances;

(10) fails to keep moneys of his client other than fees or remuneration or money meant to
be expended in a separate banking account or to use such moneys for purposes for
which they are intended within a reasonable time.

PART II: Professional misconduct in relation to members of the Institute
generally

A member of the Institute, whether in practice or not, shall be deemed to be guilty of
professional misconduct, if he—

(1) contravenes any of the provisions of this Act or the rules or the regulations made
thereunder or any guidelines issued by the Council;

(2) being an employee of any company, firm or person, discloses confidential information

acquired in the course of his employment except as and when required by any law for
the time being in force or except as permitted by the employer;
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(3) includes in any information, statement, return or form to be submitted to the Institute,
Council or any of its Committees, Director (Discipline), Board of Discipline, Disciplinary
Committee, or the Appellate Authority, any particulars knowing them to be false;

(4) defalcates or embezzles moneys received in his professional capacity.

PART III: Other misconduct in relation to members of the Institute generally
A member of the Institute, whether in practice or not, shall be deemed to be guilty of other

misconduct, if he is held guilty by any civil or criminal court for an offence which is
punishable with imprisonment for a term exceeding six months.
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PENALTIES

Board of Discipline constituted under section ..... has the power to impose a maximum
monetary fine of Rs. One lac besides removing the member for a maximum period of 3
months while Disciplinary Committee constituted u/s ..... has the power to impose
maximum monetary fine of Rs. 5 lacs besides removing the member for life time.

The minimum punishment in both the above cases is to reprimand.
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Penalties to be provided in the Act

Section 24. Penalty for falsely claiming to be a member, etc.

Any person who —

0

(i)

not being a member of the Institute —

a) represents that he is a member of the Institute; or
b) uses the designation Registered Valuer ; or

being a member of the Institute, but not having a certificate of practice, represents
that he is in practice or practises as a registered valuer , shall be punishable on first
conviction with fine which may extend to one thousand rupees, and on any
subsequent conviction with imprisonment which may extend to six months or with fine
which may extend to five thousand rupees, or with both.

Section 24A. Penalty for using name of the Council, awarding registration as a
registered valuer or degree as a registered valuer, etc.

(1)

(2)

Save as otherwise provided in this Act, no person shall—

(i) use a name or the common seal which is identical with the name or the common
seal of the Institute or so nearly resembles it as to deceive or as is likely to
deceive the public;

(i) award any degree, diploma or certificate or bestow any designation which
indicates or purports to indicate the position or attainment of any qualification or
competence similar to that of a member of the Institute; or

(iii) seek to regulate in any manner whatsoever the profession of registered valuers .

Any person contravening the provisions of subsection (1) shall, without prejudice to
any other proceedings which may be taken against him, be punishable with fine which
may extend on first conviction to one thousand rupees, and on any subsequent
conviction with imprisonment which may extend to six months, or with fine which may
extend to five thousand rupees, or with both.

Section 25. Companies not to engage in accountancy — Not applicable in case of
valuation as a company is allowed to practice as a registered valuer

Section 26. Unqualified persons not to sign documents

(1)

(2)

No person other than a member of the Institute shall sign any document on behalf of
a registered valuer in practice or a firm/ LLP/ company of such registered valuers in
his or its professional capacity.

Any person who contravenes the provisions of sub-section (1) shall, without prejudice

to any other proceedings, which may be taken against him, be punishable on first
conviction with a fine not less than five thousand rupees but which may extend to one
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lakh rupees, and in the event of a second or subsequent conviction with imprisonment
for a term which may extend to one year or with fine not less ten thousand rupees but
which may extend to two lakh rupees or with both.

Section 27. Maintenance of branch offices

(1) Where a registered valuer in practice or a firm/ LLP/ company of such registered
valuers has more than one office in India, each one of such offices shall be in the
separate charge of a member of the Institute:

Provided that the Council may in suitable cases exempt any registered valuer in
practice or a firm/ LLP/ company of such registered valuers from the operation of this
subsection.

(2) Every registered valuer in practice or a firm/ LLP/ company of such registered valuers
maintaining more than one office shall send to the Council a list of offices and the
persons in charge thereof and shall keep the Council informed of any changes in
relation thereto.

Section 28. Sanction to prosecute

No person shall be prosecuted under this Act except on a complaint made by or under the
order of the Council or of the Central Government.

Taken from Section 247 of the Companies Act, 2013 and Companies (Registered
Valuers and Valuation) Rules, 2017

Punishment for false statement.
If in any report, certificate or other document required by, or for, the purposes of any of the
provisions of the Act or the rules made thereunder or these rules, any person makes a

statement,—

(a)which is false in any material particulars, knowing it to be false; or
(b)which omits any material fact, knowing it to be material,

he shall be liable under section 448 of the Companies Act, 2013

Punishment for contravention of provisions. -

If a valuer contravenes the provisions of this Act or the rules made thereunder, the valuer
shall be punishable with fine which shall not be less than twenty-five thousand rupees but
which may extend to one lakh rupees:

Provided that if the valuer has contravened such provisions with the intention to defraud the
company or its members, he shall be punishable with imprisonment for a term which may
extend to one year and with fine which shall not be less than one lakh rupees but which
may extend to five lakh rupees.
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Where a valuer has been convicted above, he shall be liable to—

(i) refund the remuneration received by him to the company; and
(i) pay for damages to the company or to any other person for loss arising out of incorrect
or misleading statements of particulars made in his report.

Punishment where no specific penalty or punishment is provided. -
If any person contravenes any of the provisions of this Act or the rules or regulations made
thereunder for which no penalty or punishment is provided in this Code, such person shall

be punishable with fine which shall not be less than one lakh rupees but which may extend
to two crore rupees.]

10
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Annexure V

A LIST OF UNDERGRADUATE AND POST-GRADUATE COURSES IN VALUATION

(NOT EXHAUSTIVE) IN SELECT GEOGRAPHIES

- Compilation by Mr. Amit Sahu

COURSE NAME UNIVERSITY PART/FULL
TIME
AUSTRALIA
Bachelor - Business (Property) University of South Australia FT,PT
Bachelor - Commerce (Property | Curtin University FT,PT
and Finance)
Bachelor - Commerce (Property Curtin University FT, PT
and Marketing)
Bachelor - Commerce (Property Curtin University FT, PT
Development and Valuation)
Bachelor - Commerce (Property Curtin University FT, PT
Valuation)
Bachelor — Property Bond University FT, PT
Bachelor - Property and Real Deakin University FT, PT
Estate
Bachelor - Property and Real Deakin University FT, PT
Estate / Bachelor of Commerce
Bachelor - Property and Real Deakin University FT, PT
Estate / Bachelor of Laws
Bachelor of Applied Science - RMIT University FT, PT
Property and Valuation
Bachelor - Property Economics University of Technology, Sydney FT, PT
Bachelor - Urban Development Queensland University of Technology FT, PT
(Property Economics)
Master — Property University of Melbourne FT, PT
Master - Property and University of New South Wales FT, PT
Development
Masters - Property Development | University of Technology, Sydney FT, PT
Master - Valuation and Property | Bond University FT, PT
Development
Master - Valuation and Property | Bond University FT, PT
Development (Professional)
CANADA
Bachelor of Commerce - with University of British Columbia FT
Real Estate Option
FRANCE
Master 2 - Gestion et Stratégie de | Université Paris FT
I"investissement immobilier et de
la construction (GESIIC)
Mastere - Gestion Patrimoniale et | Kedge Business School, Paris PT
de I'lmmobilier
Diplome d’Etudes Supérieures - Université Paris PT
Immobilier d’Entreprise
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Mastere Spécialisé - Maitrise ESTP - Ecole Spéciale des Travaux Publics, | PT
d'Ouvrage et Gestion Immobiliere | du Batiment et de I'Industrie
(MOGI)
Master - Management Immobilier | ESSEC Business School, Paris PT
MSc - Management with Real ESSEC Business School, Paris FT
Estate
Advanced Master - Urban and ESSEC Business School, Paris PT
Real Estate Management (MUI)
GERMANY
Bachelor - International Real TH Aschaffenburg University of Applied FT
Estate Management Sciences
BSc - Real Estate Economics and | HAWK - Hochschule fiir Angewandte FT
Management Wissenschaft und Kunst,
Hildesheim/Holzminden/Gottingen
BSc - Real Estate Studies Hochschule fiir Wirtschaft und Umwelt FT
Niirtingen-Geislingen
Diplom-Immobiliendkonom / in - | ADI Akademie der Immobilienwirtschaft PT
Kontaktstudium GmbH
Immobiliendkonomie
PgDip - Immobilienokonomie IREBS International Real Estate Business PT
School
Kontaktstudium - EBS Universitét fiir Wirtschaft und Recht PT
Immobiliendkonomie
(Immobiliendkonom (EBS)
MBA - International Real Estate | Hochschule Biberach PT
Management
MSc - Real Estate EBS Universitét fiir Wirtschaft und Recht FT
MSc - Real Estate IREBS/University of Regensburg FT
MSc - Real Estate Management HAWK - Hochschule fiir Angewandte FT
Wissenschaft und Kunst,
Hildesheim/Holzminden/Gottingen
Master of Arts - Real Estate EBZ Business School GmbH PT
Management
MBA - Real Estate Management | BBA Berlin-Brandenburgische Akademie PT
der Immobilienwirtschaft e.V.
INDIA
BBA - Real Estate and Urban Amity University — Noida FT
Infrastructure
MBA - Real Estate and Urban Amity University — Noida FT
Infrastructure
MSc - Real Estate Valuation Anna Malai University DL
Master of Valuation CMJ University FT
Master of Valuation (Real Estate) | Sardar Patel University FT
Master of Valuation (Plant & Sardar Patel University FT
Machinery)
Master of Valuation (Real Estate) | Shivaji University DL
MALAYSIA
Bachelor Hons - Estate University of Malaya FT
Management
Bachelor - Estate Management Universiti Teknologi Mara FT, PT

(with Honours)
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Bachelor of Science Hons - Universiti Teknologi Malaysia FT
Property Management
BSc Hons - Real Estate University of Reading FT
BSc Hons - Real Estate Liverpool John Moores University FT
Management and Development
Master - Real Estate University of Malaya FT
MSc - Real Estate Investment and | Heriot-Watt University PT
Finance
SINGAPORE

BSc Hons - Real Estate Birmingham City University PT
BSc Hons - Real Estate Liverpool John Moores University PT
BSc Hons - Real Estate National University of Singapore FT
MSc - Real Estate National University of Singapore FT, PT
MSc - Real Estate Investment and | Heriot-Watt University PT
Finance
MSc - Real Estate Management Heriot-Watt University PT
and Development

UNITED KINGDOM
BSc Hons - Investment and University of Reading FT
Finance in Property
BA Hons Tripos - Land Economy | University of Cambridge FT
BSc Hons - Property and Real University of Salford FT
Estate
BSc Hons - Property University of Portsmouth FT
Development
BSc Hons - Property Finance and | Nottingham Trent University FT
Investment
BSc Hons - Property University of Wolverhampton FT, PT
Management and Real Estate
BSc Hons - Real Estate Ulster University FT, PT
BSc Hons - Real Estate Birmingham City University FT, PT
BSc Hons - Real Estate Liverpool John Moores University FT, PT
BSc Hons - Real Estate University of Westminster FT, PT
BSc Hons - Real Estate Northumbria University FT,PT
BSc Hons - Real Estate Nottingham Trent University FT, PT
BSc Hons - Real Estate Glasgow Caledonian University FT, PT
BSc Hons - Real Estate Royal Agricultural University FT, PT
BSc Hons - Real Estate University of Reading FT, PT
BSc Hons - Real Estate University of Portsmouth FT, PT
BSc Hons - Real Estate Sheffield Hallam University FT, PT
BSc Hons - Real Estate University of the West of England FT, PT
BSc Hons - Real Estate and Leeds Beckett University FT, PT
Property Management
BSc Hons - Real Estate Kingston University FT
Management
BSc Hons - Real Estate University College of Estate Management FT, PT
Management
BSc Hons - Real Estate Kingston University FT

Management with Business
Experience
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BSc Hons - Real Estate Edinburgh Napier University FT, PT
Surveying

BSc Hons - Rural Land Royal Agricultural University FT
Management

BSc Hons - Urban Planning and | University College London FT
Real Estate

MA Hons - Real Estate University of Aberdeen FT
MSc - Building Surveying Nottingham Trent University FT, PT
MA Hons - Management and University of Aberdeen FT
Real Estate

Masters - Planning and Real University of Manchester FT
Estate

MSc - Commercial Building Liverpool John Moores University FT, PT
Surveying

MSc - Finance and Real Estate University of Aberdeen FT
MSc - International Real Estate University of Glasgow FT,PT
and Management

MSc - International Real Estate Nottingham Trent University FT, PT
Investment and Finance

MSc - Property Development and | Nottingham Trent University FT, PT
Planning

MSc - Property Finance University of Westminster FT, PT
MSc - Quantity Surveying and Liverpool John Moores University FT, PT
Commercial Management

MSc - Real Estate University of Sheffield FT
MSc - Real Estate Ulster University FT, PT
MSc - Real Estate University of Manchester PT
MSc - Real Estate University of Aberdeen FT
MSc - Real Estate Kingston University FT, PT
MSc - Real Estate Liverpool John Moores University FT, PT
MSc - Real Estate University of London FT
MSc - Real Estate Northumbria University FT,PT
MSc - Real Estate Nottingham Trent University FT, PT
MSc - Real Estate University of Glasgow FT, PT
MSc - Real Estate University of Greenwich PT
MSc - Real Estate Royal Agricultural University FT, PT
MSc - Real Estate University of Reading FT
MSc - Real Estate University College of Estate Management FT
MSc - Real Estate Oxford Brookes University FT
MSc - Real Estate Sheffield Hallam University FT, PT
MSc - Real Estate London South Bank University FT,PT
PG Diploma - Real Estate London South Bank University FT, PT
MSc - Real Estate (International) | Northumbria University FT
MSc - Real Estate and Planning Heriot-Watt University FT, PT
MSc - Real Estate and Property University of Salford FT
Management

MSc - Real Estate Asset University of Manchester FT, PT
Management

MSc - Real Estate Development | University of Manchester FT, PT
MSc - Real Estate Development University of Westminster FT, PT
MSc - Real Estate Development University of Greenwich FT, PT

and Investment
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MSc - Real Estate Economics and | London School of Economics and Political FT, PT

Finance Science

MSc - Real Estate Finance University of Reading FT

MSc - Real Estate Finance and University of the West of England FT, PT

Investment

MSc - Real Estate Investment University of London FT

MSc - Real Estate Investment and | Heriot-Watt University FT, PT

Finance

MSc - Real Estate Investment and | University of Reading PT

Finance

MSc - Real Estate Management Birmingham City University FT, PT

PgDip — Real Estate Management | Birmingham City University FT, PT

MSc - Real Estate Management Glasgow Caledonian University FT, PT

MSc - Real Estate Management University of Portsmouth FT, PT

MSc - Real Estate Management University of the West of England FT, PT

MSc - Real Estate Management Heriot-Watt University FT,PT

and Development

MSc - Real Estate Management Edinburgh Napier University FT, PT

and Investment

MSc - Real Estate Planning and University of Sheffield FT

Development

MSc - Rural Estate Management | Royal Agricultural University FT, PT

MSc — Surveying (Real Estate) Northumbria University PT

PgDip - Urban Planning and University of Reading FT

Development

MSc - Urban Regeneration Sheffield Hallam University FT, PT
UNITED STATES OF AMERICA

BBA - Real Estate University of Wisconsin FT

MS - Real Estate New York University FT, PT

MBA - Real Estate University of Wisconsin FT

FT: Full Time; PT: Part Time; DL: Distance Learning
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