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Introductions

M tarek.madany@gat.com.eg
+201024852519
B www.linkedin.com/in/tarekmadany

Dr. Tarek Elmadany (<) (§ Ua /2
BEng, MRICS, ICVS, CVA, MBA, DBA

Managing Director of Global Appraisal Tech (GAT)
Experience doing valuations for over 17+ years

RICS MEA World Regional Board Member
RICS Egypt Market Advisory Board Member

RICS Registered Valuer (MRICS)
CBE Licensed Machinery and Equipment Appraiser
EFRA Real Estate Appraiser

Adjunct professor at the AUC in Cairo, Egypt

RICS MENA Faculty Trainer

Engineer by training from McGill University, Canada
MBA from Babson University in Boston, USA

DBA from University of Manchester, UK

My aim is to spread the knowledge of RICS standards and
participate in qualifying a generation of valuers proud of their
profession and work.



International valuation
standards

IVS 2025
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IVS 2025

« Concise INTERNATIONAL
- All IVS 2025 is mandatory VALUATION
STANDARDS

 Effective 31 January 2025
* Available to access for free on the IVSC website: www.ivsc.org

EFFECTIVE 31 JANUARY 2025

5555555555555555
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http://www.ivsc.org/

Contents

Foreword

Glossary

General standards INTERNATIONAL
* IVS 100 Valuation Framework VALUATION

« IVS 101 Scope of work STANDARDS

* IVS 102 Bases of value

* IVS 103 Valuation Approaches

* IVS 104 Data and Inputs

* IVS 105 Valuation models

* IVS 106 Documentation and Reporting

EFFECTIVE 31 JANUARY 2025

Asset standards

IVS 200 Businesses and Business Interests
IVS 210 Intangible assets

IVS 220 Non-financial Liabilities I ‘J S C
IVS 230 Inventory

INTERNATIONAL YALUATION

STANDARDS COUNCIL

IVS 300 Plant, Equipment, and Infrastructure

IVS 400 Real property interests
IVS 410 Development Property
IVS 500 Financial instruments
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RICS valuation professional
standards
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The red book

The Red Book Purpose

To provide an effective framework within the rules of conduct so
that the users of valuation services can have confidence that
the valuation of a RICS member is consistent with IVSC
internationally recognized standards.

Remember - it comprises quality assurance compliance and is
not a textbook on how to value

© 2024 RICS Corporate 7
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Red book structure

The 2024 Red Book Global is in six parts

. Introduction
. Glossary of terms
. Two RICS professional standards (PS) - mandatory

. Five valuation technical and performance standards (VPS) —
mandatory

5. Ten global practice guidance — applications (VPGAS) —
advisory

6. IVS 2024 (annex)

A W DN -

Effective date: 01 July 2025
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Red book

Contents

Introduction

Glossary

RICS professional standards (PS)

PS 1 — compliance with standards and practice statements where a
written valuation is required

PS 2 — Ethics, competency, objectivity and disclosures

RICS Valuation Technical and Performance Standards (VPS)

VPS 1 — Terms of engagement (scope of work)

VPS 2 — Bases of value, assumptions and special assumptions
VPS 3 — Valuation approaches and methods

VPS 4 — Inspections, investigations and records

VPS 5 — Valuation Models

VPS 6 — Valuation reports

© 2024 RICS Corporate 9
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Red book

RICS Valuation practice guidance applications

 VPGA 1 — Valuations for financial reporting

* VPGA 2 - Valuation for secured lending

* VPGA 3 - Valuation of businesses and business interests
« VPGA 4 - Valuation of individual trade-related properties

 VPGA 5 - Valuation of plant and equipment (including infrastructure)

* VPGA 6 - Valuation of intangible assets

 VPGA 7 - Valuation of personal property, including arts and antiques

* VPGA 8 - Valuation of real property interests

 VPGA 9 - Valuation of portfolios, collections and groups of properties
 VPGA 10 - Matters that may give rise to material valuation uncertainty
* VPGA 11 — Relationship with auditors

National standards e.g. UKVS

© 2024 RICS Corporate 10 ({\ RICS



International standards — working together Application

IPMS RICS Global Standards

International
Property
Measurement
Standard

RERA
Bahrain Valuation
Standards (BVS)

Tageem
Saudi Arabia

ICMS VS IFRS

International Valuation of International
Cost assets prepared Financial
Management on a common Reporting
Standard worldwide basis Standards

Egyptian Financial
Regulatory Authority
EFRA

ILMS

International
Land
Measurement
Standard
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Relationship between the 3 Approaches and the 5 Methods

These three basic approaches are the foundations to RICS’ five valuation methods

Income Cost

Depreciated
Comparative Investment Replacement Residual Profits
Cost (DRC)

© 2024 RICS Corporate 12 ({\Q RICS




Depreciated Replacement Cost (DRC) Method

Also known as:
1- Contractors Method

2- Cost Method / Approach

AY) aay JAIH 45 L,

iy Lyl )
Oslghal) 43y sk -1
Aalesl) 4 o -2

3- Replacement Cost Method

* Used where there is no real market

* Or, When the purpose depends on Cost and not price or
value (e.g. Insurance purpose, purchase price allocation,
or contractor compensation claims)

* Where the comparable and investment methods cannot
be applied.

» Generally for specialized property types

« Government Buildings, public schools, public hospitals, oil
refineries or power stations, plants, house of worship,
Machinery and Equipment, police station, fire station, etc.

« Also recognized as a “Bottom-up” technique in

determining Real Estate Value

* Whereby you add all the replacement components, then
subtract the depreciation

© 2024 RICS Corporate
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RICS Global Standards PS 2 section 2 _ulxall 5

1. The valuer’s task includes consideration of the key elements of a
market transaction involving the specialized asset. The specialized
knowledge required to properly undertake a DRC valuation includes:

« an understanding of the asset, its function and its environment

» knowledge of the specification that would be required for an equivalent
asset in the current market, and the cost of acquiring or procuring that
asset

« sufficient knowledge of the asset and its marketplace to determine the
remaining physical and economic life of the asset and

« sufficient knowledge of the sector in question to assess functional,
technical or economic obsolescence.

2. Although a single valuer may not have all the knowledge or skills
required, RB Global PS 2 section 2 paragraph 2.5 confirms that these
can be met in aggregate by more than one specialist. RB Global PS 2
section 2 paragraph 2.6 requires that if the valuer proposes to employ
another firm to provide valuation advice, as opposed to providing
information to assist the valuer in preparing his or her own valuation,
the instructing client’s approval must be obtained.

Joa¥) Ganati Al (§ gud) Adbial Lpsd H jualinll Al 50 ailll daga Cpanali 1
L znaa JS5 DRC axi ¢l yaY 4 sthall daadiall 48 jeall Jolli | paadidl
Ay g 4iilh g5 Juall agh e

o) pi gl L) AaST g ¢ Adlad) (3 gl 3 Jolas Jea G slladll cliial goll 48 jaa o
" Jual el

isiall (salaBY) 5 ozl @Y jeedl panil (3 guall g JuaVl 481S 48 a0 o

s laBY) il s ) acll) ) el g UL A8 A e o

4 slhadll @l jleal) sl el jaall JSapal 06 Y a8 ol asall o (e a2l e 2
On Hlea) JSG Lt (Ko ail 2,533 2 andll RB Global PS 2S5 «
RB Global ¢ 2 asiill (30 2.6 5il) (il aal s pavadie i e S| Jd
Jsasll Caad (5 ATAS 13 5 jnd Gl podn AliuV) aid) 81 1) a5l PS 2
Ay Jrand) 488 g0 e

Therefore, it is recommended to recruit the services of a specialist, such as engineers (civil, industrial,
chemical, etc), quantity surveyors, and industry experts if you do not posses the gualifications yourself.

© 2024 RICS Corporate
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DRC Method theory (V) ) Adlasiny) 46Kl 45y Hha o

The underlying theory is that the potential buyer in

Lf)i.ld\ cdandi oy Lﬁm AN e J gpanll a4 Y GuLmY\ arall

the exchange would not pay any more to acquire madll 2l iy Jolae paa daal oLl 4315 (e SIST adyy G Jainall

the asset being valued than the cost of acquiring an
equivalent new one. And would expect a discount
because it is not new.

Warning!

NEVER use for normal residential or commercial units*
NEVER use for splitting Land & Building*

*Except in very rare circumstances where comparables are impossible to find, and
will require a clause of departure from standards.

The DRC method is conceptually unsuitable for use as the sole or
primary valuation method for secured lending purposes but may in
appropriate circumstances provide a useful cross-check to help inform
where other methods have been applied.

© 2024 RICS Corporate 15
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DRC steps SO Y aey dllainy) dalal) 4y ya <l glad

The Stages <l shadl)
1. Assess the Replacement Cost - based on Market i MM‘ MM 1
Comparatives and Construction / Purchase costs (el 5l) YN dad 3aa3 2

. . . ey Agllacia) Al ) J Aty Aadl) e MAY) dad ~ yha)
2. Assess valuation Depreciation (Adjustments) o Joast - dgﬁ; 3

3. Subtract the depreciation from the Replacement
Cost to obtain an Opinion of Value

Replacement
Cost

Depreciation/

Adjustments

Aty Aalal) Ll / @Yl
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Aallaniny) 4alal) aaa

Step 1: Assessing Replacement Cost
Al Sl jualiall ) jliall anid (]

A) Breakdown the asset into its component

1. Site (Land) (Ua))) dsall 1
1. Physical attributes (Location, Size) (Al ¢ adsall) Lolall el 1
2. Legal attributes (License, ownership) (RSl ¢ s ill) A gl cland) (2
3. Economic attributes (D&S, HBU) o (Aladin) Juzail 5 Ao ccallall 5 (i jell) Lobai@y) laadl 3

2. Building (Construction) :: :: :: (lelay) Sl 2
1. Infrastructure (Water, sewage, firefighting Y saa ¢ gliba) A ¢ oaia Ca e ¢olie) Agiadll Al ]

tanks, main electricity transformers, etc) (& ... by el yeS

2. Superstructure, Substructure & Basements s Aaul) sl shall g )Y 368 Sl 2
bl 3

3. Finishing
3. Machinery and Equipment
1. Fixtures, Furniture & Equipment (FF&E)
2. Production lines (in factories)
3. Utility systems (Generators, HVAC systems,
Elevators, etc)

Glaze g Y13
(FF&E) lanall y SV 5 S 5 1
(plad) ) zliy) hagha 2
(& ¢ aeliadl s ¢ CapSill dadail 5 ¢ il sall) 3 5al 3

(3 rics
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Step 1: Assessing Replacement Cost Adlavioty) 4aal) aaas
B) Apply the appropriate sub-methods raie JS daphldanall 3kl Gl

Site (Land) ua¥! Building (Construction) (Al Machinery and Equipment<i¥) g i)

Using the Comparative Method or Residual Cost Method Cost Method
Method (RLV) 1- Benchmark market costs <l )l Je Juaal 1- Benchmark Original Equipment
DALY Ayl ol il el 48 yk alasiuly dalSall 3 gull Manufacturer (OEM) prices < jlas e Joaal
2- Obtain offers from contractors e Jwaa! AN ahadl) ) (§ gl
Ol el (e Sl s e 2- Obtain offers from suppliers e Jwas!
G sall (g e g e
*Remember to apply the advanced comparative methods ~ *Must substantiate your sources and evidence *Must substantiate your sources and evidence
if needed. ¥ a3 o) il il 48 )b & deiial) G5kl aladin) S5 Dl g e sl (3,15 il slas alias il elle Dl g e sl 3,15 e slas jabas il elle

Besides the cost of the materials and products, all additional costs that would be incurred by a potential developer on the valuation date must

be considered. Examples of additional costs include:

+ delivery and transportation

installation and commissioning

any unrecoverable duties or taxes

setting up costs, where appropriate, such as planning fees and site preparation works

professional fees related to the project a contingency allowance, if appropriate and finance costs, taking into account the likely pattern of payment

Note on Time Value of Money:
* Numbers should be in Present Value terms.
« Additional Assumptions and Discounts should be considered if the time factor is significant.

© 2024 RICS Corporate 18 ({\Q RICS



Specialized estimation technigues foaadiall uaml) cullul

For some asset classes, detailed analysis is cumbersome or difficult,
and estimations or approximations become sufficient

Some advanced approximation techniques include:

1. Quantity Surveying (by weight or by quantity) (Typical in construction)
1. QS techniques => advanced

2. 20/80 technique (Typical in the analysis of Asset Registers) N
1. Select 20% of the assets that represent 80% of the value.
2. Extrapolate the remaining.

& 304 55 mixing tank

o Carbon steel mixing tank
A 304 535 storage tank

4 Carbon steel storage tank

Mixing tanks include
agitator and drive

3. Unit of production technique (Typical in the analysis of complex
production lines)
1. Revert to market benchmarks capital costs unit production
1. e.g. Cost of RO station per m3/day of production

2. e.g. Chemical Engineering handbook on chemical plant capital cost on a Ton-
per-day scale.

—k
=]
in

Purchased cost, dollars

2

e

L il

4. Lotting (by weight or by quantity) (Typical in the analysis of salvage)
1. Cubic meters of concrete, Square meters of landscape, finishing, etc.
2. Tonnage of steel, copper, electric wires, etc.

Jan, 1985 |

103 | L 1 1 hlll | L1l I11l 1 L 11117
107 107 10! 10°

Capacity, gallons
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Step 2: Assessing valuation depreciation

The underlying principle is that the hypothetical buyer
has the option of procuring either the modern
equivalent or the actual asset. If the modern
equivalent provides the ideal facility for the buyer, the
price paid for the actual asset is expected to reflect all
the disadvantages that it suffers in comparison.

Applying valuation depreciation is primarily a process
of replicating how the market would view the asset.

Depreciation rates and estimates of the future
economic life of an asset are influenced by market
trends and/or the entity’s intentions. It is
recommended that the valuer identify these trends
and intentions, and be capable of using them to
support the depreciation rates applied.

The application of DRC should replicate the deductive
process of a potential buyer with a limited market for
reference.

© 2024 RICS Corporate
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Typical Adjustments for Depreciation in property
Jsa¥) andi 8 SNad lele (o jlaia Bl

Physical depreciation
Al Y

* Wear & Tear

» Based on Inspection of asset

* e.g. a property is poorly maintained,

e S ST} Al i JUi) s Sl o
ailedd aladinl 3l 4 ¢

Functional depreciation

* When design or specification no
longer fulfills the function for which it
was originally designed.

* Due to advances in technology, size
requirements, environmental or
safety requirements, new parking
requirements, etc.

) el Jual aladin) 446 dwy Levic o

_d ?AAAAM
ccllh‘j\l:}la;ssg’é}l}\ﬁeaﬂumuj&“ﬁo
daaa Ay Gldlaia o) ¢ J8 daalies cilaliia)

st cSlal ol duial

Economic depreciation
@ity aslail)

* Impact of changing economic
conditions on the demand for the
asset or the goods or services
produced by the asset.

* e.9.1 over-capacity of similar
purposed property.

* e.9.2 periods when excess market
capacity has made the production of
commodities such as oil or steel
uneconomic

RIS DN ([ S SRV CON (b OV A N (I

e Leatiy Al claadd) i alud) 5l JuaY)
) dgaliie ) jlaad dad) 8 52L ) 1 dbia s
3200 3 (3 gual) 3538 Lol Jaad Al ol idl) s Jla e

golaill e aliall i Latill (Jie alus 2 Ls)

Can you think of other factors that can adjust an asset based on its replacement counterpart?

© 2024 RICS Corporate
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Two Kinds of Deterioration

Deterioration
Ole 5 SDlay!

Non-
recoverable
Aa yiSd (e e

Recoverable
a2y

| Permanent
Youetn fix L Obsolescence)
zolaill . RERELTY
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There will be cases where obsolescence is total b L (DYl ) aslll ;) &5 OV an g

Examples include: - Jadis ALY
* Physical obsolescence: if the cost of repairing, x4l Jaa¥l ane i 5l aaad ) =Dl 4alS3 CilS 3| g kall aalaslf o
reconditioning or refurbishing the actual asset to G S5 ol ¢ Eypaal) A AIKE ¢ ) sl 38 21235 SUlS alea]
render it useable has exceeded the cost of a modern A

equivalent, the asset would have no value. o L) 1 aassal L g 51 JA) (5250 38 -l gl aolil) o

* Functional obsolescence: the introduction of new ae Al s baa s d.{\ﬂ QS 1A i gl Juall aladiul
technology may render obsolete a relatively new asset i aladial sl dpn A5 el o Cadla ade (alla dga

with an otherwise long anticipated life, with the result e Aadiall axdll f geinall e llall el 13) 2 g dlaidy) palilll o

that there would be no demand for it other than any
. dm‘}[\‘_;cd}admu}&uhcadh)w\cﬁj.\d\wu&ejjdm\ﬂ
value for salvage or an alternative use. it Al 5] Ay 5 ded 5] CiDlAy

« Economic obsolescence: if demand for the product
or service provided by the asset has collapsed and is
not expected to recover, there would be no demand
for the asset other than for any salvage value or
alternative use.
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ldentify factors based on your asset type
el aldll ol g il daile DY) (e gl gl sl

Remaining Useful Life (RUL)
siiall al @Y jenl)

(Non-recoverable Physical &
Functional Depreciation)

Wear & Tear sl Blay)

(Recoverable Physical
Depreciation)

Productivity 4ty

(Recoverable Functional
Depreciation)

Technology Obsolescence 2\l
> sssill

(Non-recoverable Functional

» Based on Age of Asset

* e.g. Abuilding TUL is 50
years, and it's 20 years old,
therefore RUL = 30 (or 30/50
= 60%)

2l Y el ee JEall dass o e

ke 20 serdl e gy < ale 50

Lle 30 = Liiall ol 8Y) jenll clldl

760 = 30/50 4 0e s (55l 53 e

» Based on Inspection of asset
* e.g. a property is poorly
maintained, or a machinery is
abused
¥l pand o sl o
ClSlaal) Llpa et JUial) Jaws e o
VY aladial selul ol ¢ (o IS

» Based on Design Capacity vs.
Used Capacity

* E.g. An old model is less
productive than its
Replacement Counter part.

» E.g.2 An District Cooling Plant
has damage in major parts
and therefore the productivity
(or efficiency) is less than the
replacement counterpart

Leadiall daad) Qe panalll dass o

bt} J81 sl =3 el QUi Jys e o

daall e

Lt 1) 6132V (3 Al aa g 1 AT Jlia o

o) i) 585 il g 3 i dasal
ALl L5l e JBT (361

Depreciation)

* Based on advancements
* E.g.1 An iPhone 6 is less than
the replacement iPhone 11
even if it is still brand new
* E.g.2: A hospital is run with
old technology. Or a smart
building is not up to date.
skl So oliy e
iPhone = J& s iPhone 6 :Jts »
Mas J5 Y OS5 ia dadl1]
pladiuly Afiuall Jundi oy 1Jla
8D e Al Ls o S

_&:'_\J;.A

Can you think of other factors that can adjust an asset based on its replacement counterpart?
T Al hun dalse (8 jsail) iy Ja

Ideas: Design (Floor plans, style, visual appeal, etc), Catchment Areas, etc

© 2024 RICS Corporate 24
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emaining Useful Life el ozl Y] jexll

>
Estimated Normal Useful Life Study ASA — Machinery & Technical Specialties Committee
Estimated Normal Useful Life Study ASA - Machinery & Technical Specialties Committee

Ace/Life Formul Table of Contents Construction Equipment & Materials
ge/Life Formulae

Asset Classification

Agricultural & Farming Equy 9 Heavy Mobile ® Constmction Cranes  ®  General Purpose 10 15
{ 11 +1 — 1 - ) o Construction + Coawler Craner Dump Trucks
ys1ca epreC]_atlon —_— ectlve ge . Automobile Production 11 Equipment / Yellow (Steam, Electric, Gas)  ®  Graders
Broadcasting Equipment 12 Tron . 3{53 Mghede = Loaders lg)'wkfn
Cement Manufacturing Equipment 14 *  Excavatoss (Cableway, ® Pile Drivers
PN . . . : K Trench, Wheel os «  Right of Way Mower
Remaining Useful Life = NUL - Effective Age  cwmcirocan 5 e s
Constrmction Equipment & Materials 17 *  Esplomation *  Tractor Bulldozers
Baqupment *  Tractors
Data Centers 20
Electrical & Steam Production & Distribution 21 & Shovels (Electric, *  Toies 20 25
. Gasoline, Steam)
Food & Beverage Production 23
Gaming & Entertainment Equipment 27 . %:::;n(:;ﬂ::;;“ﬂf *  DeaglLines (Heavy) » 30
Glass Manufacturing. 28
Geain & Grain Mill Products Manufacturing Equipment 30 Other Mobile +  Buckets (Conercte,  *  Light Towers 5 10
Hospital Equipment & Fusishi 31 Equipment & Related Elevator, Scraper of = Medim or Tractor
- Assets Deag Line) Backfillers
Ph : 1 D At : Laboratory Equig 34 +  Concrete Carts  Pile Hammers
YSIC a epf eclation Estimate Leather Goods Production 36 + Dall (hrdifi,  + Posmatc Backfll
. R R Electic, Hand, Tampers
Matecial Handling Equig 38 J“k}wmnHJT *  Reamess (Electsic &
. . o Deils (Rock, Traction, P i
. . . _ . . Metalworking & Forming Equipment. 39 Teipod, Well) . S::_:u:;:[;)
P ySlCa D epreclatlon —_ I / eCthe ge - N l ] L Mining and Estractive Resousces: Extractive Machinery & Equipment 41 *  Wagons
Mining and Extractive Resonrces: Processing Machinery & Equipment 42
Office and Computer Equipment 43
= 1 O years - 40 years = 2 5 0/0 Oil & Gas Production & Distribution 44
Pharmaceutical Manufacturing Equig 47
Plastics Production 48
Printing & Publishing 49
Railroad Equig 51
Refrgeration — Walk-in and Cold Storage 52
Restaurant & Bar Equip: 53
Retail Store Equig 54
Rubber Production 55
Solar Panels 56
Steel Mill Production 57
Testile and Clothing Manufacturing 59
Vehicles and Transportation Equipment 60
Wastewater Tr 61
Wind Turbines 62
Woodworking, Pulp & Papes Product 63

M‘E '.",ﬂ‘ Copyright 2024 ASA Page -
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A District Cooling Plant

Land Area (sqft) 35,000

Built-up-area (sqft) 25,000

Value of land (USD/sqft) 10

Total Value of land (USD) 350,000

Avg. construction cost of building 40

(USD/sqft)

Total Replacement Cost of building 1,000,000

(USD)

Factor 1: Remaining Useful life (RUL) of 67%]|20 years out of 30 total useful years

building

Factor 2: Condition of building 80%|Based on Physical inspection whereby the
building is well maintained

Average Adjustment for Building 73%

Replacement Cost of Equipment & 3,500,000/A detailed asset register is in appendix

Machinery M&E (USD)

Factor 1. RUL 50%)10 years out of 20 total useful years
Factor 2: Wear & Tear 67%|Well maintained

Factor 3. Productivity 90%|Producing at almost design capacity
Factor 4: Technology 50%(Two generations old

Average Adjustment for Machinery & 64%

Equipment

Adjusted Replacement Value (USD) 3,332,083Land + DRC of Building + DRC of M&E

MeterRN®tice hewd®epreciation does not apply to land 26



Other methods s AY 5kl

AL & gl 18 sl sl

Gu iy 8 Lede Jalaill 23 dlile Ciled shue ) adbiaal il jlie a5 13 o
Gl 5 al) s Aol Jasa oy o

Adaa g dgliia @'La.d\ o) M\A@L@_\_\L‘eﬁﬁ .

oY) (Jaall dan ) L) 48 yla :daall sl
A iy e (el 35 5m pe aiboad i Jlie an s 13 s
Gl 5 al s Al Jasa oy

.Mﬂ@_}u&@w\ o) ‘\J\A&M{;}a .
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