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Concern: Impact of the International Financial Reporting Standards (IFRS) in the EU 
 
 
 
Dear Mr. Millerot, 

 
RICS is the world's leading professional body on all aspects of property, construction and land 
use. An independent, public interest organisation, we regulate, represent and promote over 
118,000 individually qualified professionals in 140 countries worldwide. RICS promotes and 
enforces the highest professional qualifications and standards in the development, management 
and valuation of land, real estate, construction and infrastructure. Our name promises the 
consistent delivery of standards – bringing confidence to the markets we serve. 
 
We believe that standards underpin effective markets. With up to seventy percent of the world’s 
wealth bound up in land and real estate, our sector is vital to economic development, helping to 
underpin stable, sustainable investment and growth around the globe. We have a strong interest 
in promoting more transparent, consistent and high quality property valuations and financial 
reporting that would strengthen market discipline and contribute to financial stability.  
 
Therefore, RICS welcomes the opportunity to contribute to the initiative of the Directorate 
General Internal Market and Services to evaluate the impact of the International Financial 
Reporting Standards (IFRS).  
 
This response is largely confined to those areas of direct concern to RICS members. Given our 
role as a professional body qualifying property professionals and enforcing the strictest 
professional standards, our comments are focused on the following themes: 
 

 Need for international standards in the property sector and financial services 

 Benefits of international standards 

 Standard setting and adoption 
 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The need for international standards in financial reporting and beyond 
 
The world economy is increasingly integrated and global. Europe attracts many non-European 
investors for reasons such as the presence of a clear and consistent legal framework, political 
stability and a single market. Adhering to international standards is a significant part of what 
makes Europe attractive and a ‘safe haven’ for foreign investors. 
 
With up to seventy per cent of the world’s wealth bound up in land and real estate, this asset 
class is vital for financial reporting and economic development around the globe. As the real 
estate industry becomes increasingly global in nature, the need for international consistency in 
financial reporting, asset valuation and property measurement is ever more obvious. With IFRS 
now part of the global financial architecture and IVS firmly established, it is clear that the 
development of international standards should not stop here and something as fundamental as 
property measurement should also be tackled.  
 
Consistent and accurate financial reporting is inextricably linked to asset valuation and property 
measurement. Valuations are required for different accounting purposes in the preparation of 
financial reports or statements of companies and other entities. Asset valuation underpins 
financial reporting as quality financial reporting depends on quality and consistent valuation 
information. In the same way one must value before reporting finances, one needs to measure 
before one can value. In this sense, it can be argued that financial reporting is as consistent as 

 
Summary: 

 
RICS believes that international financial reporting standards benefit markets, 
contribute to economic growth and lead to improved transparency and investor 
confidence. Consistency, objectivity and transparency are fundamental to building and 
sustaining public trust in financial reporting. In turn, consistent financial reporting 
through IFRS depends on sound and accurate valuation as well as uniform property 
measurement. 
 
RICS is a strong supporter of global standards. We fully embrace and proactively 
support their adoption around the world. In addition to globally recognised high level 
principles and definitions embodied in the International Financial Reporting Standards 
(IFRS) as well as International Valuation Standards (IVS), we believe that work needs 
to be taken forward to secure that real estate around the world is measured – and 
therefore valued and reported – consistently. According to the World Bank around 
70% of the world’s wealth is in real estate, which makes this asset class very 
significant for financial reporting. RICS is a founding member of the international 
coalition which aims to establish International Property Measurement Standards 
(IPMS) to complement IFRS and IVS. 
 
As a professional body, our aim is to inspire market confidence and provide assurance 
to the market, that valuation and measurement undertaken for the purpose of financial 
reporting anywhere in the world will be provided according to the highest professional 
standards overall.   

 



 

 

the valuation and measurement on which it rests: consistent measurement is the basis for 
accurate valuation which ultimately enables reliable financial reporting. 
 
Today, property measurement practices are highly localised and do not, therefore, offer the 
transparency and consistency required of a global marketplace. Research has shown the 
difference in the measurement of floor space can be up to 24%. RICS has been strongly arguing 
for common and shared international property measurement standards which are now 
being developed in response to mounting evidence which suggests current measurement 
practices are leading to confusion and uncertainty in property and financial markets.  
 

 Financial 
Reporting 

Valuation 

Measurement 

 
Figure 1. How financial reporting, valuation and measurement relate and mutually reinforce each 
other. 
 
The International Property Measurement Standards Coalition (IPMSC) was formed on 30 May 
2013 after meeting at the World Bank in Washington DC. The Coalition, comprising of over 50 
organisations to date, aims to bring about the harmonisation of national property measurement 
standards through the creation and adoption of agreed international standards for property 
measurement. The first standard addressing the measurement of office buildings is expected to 
be released in November 2014 followed later by residential, industry and retail. 
 
IPMS as an international property measurement standard, is being created through a 
transparent and inclusive standard setting process and supports associated financial reporting 
and valuation standards such as the International Financial Reporting Standards (IFRS). The 
International Valuation Standards Council (IVSC) supports IPMS and these Standards should be 
read in conjunction with International Valuation Standards (IVS). 
 
The RICS Valuation - Professional Standards January 2014 (Red Book) adopts IVS, ensuring 
that any valuation done by an RICS member is fully in line with IVS.. The Red Book not only fully 
embraces IVS, but it also complements them by providing detailed guidance for the practical and 
consistent implementation of the standards globally. RICS Red Book valuations require 
observing the provisions of the applicable Financial Reporting Standards. 
 
 
Benefits of International Standards 
 
We recognise the outcome of a research piece carried out by the IFRS Foundation which sought 
to observe and quantify the benefits of the widespread adoption of IFRS. Benefits mentioned in 
the report include: 



 

 

- Market efficiency: market liquidity increased following the introduction of IFRS, while 
firms benefitted from reduced cost of capital and increased equity value; 

- Informed investment decisions and reduced risk: decision-makers have more 
accurate forecasts about IFRS firms than non-IFRS firms; 

- Quality of financial information: valuers, auditors, investors and enforcers benefitted of 
improved comparability, quality and transparency of financial reporting through the 
application of IFRS; 

- Foreign investment: IFRS is a vehicle through which countries can improve investor 
protection and make their capital markets more integrated and accessible to foreign 
investors. 

- Method of application: successful and proper application of common standards 
requires a supporting professional infrastructure to be in place, e.g. technical guidance, 
qualified and regulated professionals who are in the end responsible for the consistent 
interpretation and implementation of these standards.     

 
The above gains can be further enhanced by extending the scope and enforcement of 
international standards further down the line, i.e. from financial reporting and valuation to 
property measurement. 
 
IPMS will provide a mechanism for benchmarking property measurement information across 
international markets. It will provide a common and transportable method for property 
practitioners to use. It will enable international occupiers, investors and owners to benchmark 
their property assets without needing to spend significant sums of money and resource 
calibrating measurements and costs. Importantly, it will provide transparency and consistency in 
the data which sits alongside valuations and financial reporting. 
 
 
Standard setting and adoption 
 
The process of standard setting is key to success and is just as important as the result. We 
consider that the following elements need to be place to guarantee the development and 
adoption of high quality, principle based international standards: 

 Open participation as well as transparent and inclusive standard setting process 

 Shared international standards for the public interest 

 Process of continued development 

 Developed by an independent, not-for-profit organisation and adopted by governments 
and industry 

 
The EU has given a strong support to the development of international standards when became 
the first regulator to adopt IFRS which has been followed by similar endorsement from 
governments around the world. The continued participation of the EU in the process of achieving 
international accounting standards would enable Europe to be at the centre of the conversation 
and the centre of the global market, stay relevant and improve the position and perception of 
continent. For the European industry’s point of view, international standards enable businesses 
to operate in new markets, increase the confidence of looking at new markets. Furthermore, 



 

 

ensuring that the industry has clear standards will help improvements of quality consistency and 
competitiveness which translates into economic growth and employment.  
 
We remain at your disposal should you require more information and look forward to discussing 
the matter further with you.  
 
 
 
 
Yours sincerely, 
 

 
 
Sander Scheurwater 
RICS Head of External Affairs and EU Liaison, Europe 
 


