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Financial executives and others involved in 
preparing and reviewing fair value estimates 
will be impacted by expanded valuation 
requirements. Valuation challenges leading to 
the changes include estimating future cash 
flows, discount rates and other valuation 
estimates which requires significant judgment; 
and fair value estimates are typically complex. 
Beginning in 1998, the SEC raised concerns 
about fair value estimates prepared for 
financial reporting (in this case for “in-
process” technology valuations). Concerns 
about the quality of fair value estimates 
continue. 

To improve valuations for financial reporting, 
a new valuation credential, Certified in Entity 
and Intangible Valuations (“CEIV”) was 
released in mid- 2017. Appraisers that meet 
experience, testing and other requirements are 
now obtaining the CEIV designation. Released 
in January 2017, the Mandatory Performance 
Framework (“MPF”) documents expand the 
scope of work required. This expansion will 
impact both appraisers and management of 
firms that require fair value 
estimates.

The CEIV credential relates to valuation of 
businesses, securities interests, intangible assets 
and certain other items (deferred revenue and 
inventory) for financial reporting purposes 
under US GAAP for both public and private 
companies. The credential requirements reflect 
the specialized knowledge needed for financial 
reporting valuations. The CEIV body of 
knowledge includes accounting guidance, audit 
standards and technical releases pertaining to 
fair value estimates. This knowledge is above 
and beyond the “basic” business valuation 
body of knowledge. The CEIV also includes 
CPE and minimum work requirements for 
recertification and periodic quality Inspections.

The CEIV includes specific performance and 
documentation requirements. Adherence with 
these requirements is expected to be a key 
element for the selection of appraisers and the 
auditor’s review of the fair value estimate. 

The MPF provides specific minimum 
requirements for “how much” work is 
necessary to develop supportable and 
auditable fair value measurements for 
financial reporting. The MPF is intended to 
ensure adequate valuation procedures are 
performed and documented in the work 
paper file. One area of interest is expanded 
requirements for assessing prospective 
financial information.Adherence to the MPF 
is mandatory for individuals holding the 
CEIV designation. Adherence to the MPF is 
considered a best practice for valuations 
prepared by individuals that do not hold the 
CEIV designation. Prior to the release of the 
CEIV and the MPF, the valuation profession 
has made meaningful advances. Despite these 
technical advancements, deficiencies 
observed by regulatory parties suggested that 
further enhancements are required. The 
CEIV and MPF significantly “raise the bar” 
for those performing certain valuations for 
financial reporting purposes.

For additional information, please contact 
Ray Rath at (323) 229-9447, 
rrath@globalviewadvisors.com, or Michael 
Haghighat at (949) 475-2801, 
mhaghighat@globalviewadvisors.com.
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