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lllustrations Relating to Other Engagements

72. Illustration 20. Does determining the value of accounts
receivable fall under the Statement?

73. Conclusion. No, accounts receivable constitute tangible
assets under the Statement (SSVS Appendix B), and do not consti-
tute a subject interest (SSVS paragraph 1).

74. Illustration 22. In the course of performing a valuation under
the Statement, if a valuation analyst prepares prospective financial
information (for example, as part of a discounted cash flow or dis-
counted earnings analysis within the income approach), does this
require the valuation analyst to examine or compile such information
in accordance with the Statements on Standards for Attestation
Engagements (SSAEs)?

75. Conclusion. No, Chapter 1, “Attest Engagements,” of SSAE
No. 10, Attestation Standards: Revision and Recodification (AICPA,
Professional Standards, vol. 1, AT sec. 101), as amended (AT sec.
101.01) states that the attestation standards apply when a practi-
tioner is “engaged to issue or does issue an examination, a review, or
an agreed—upon procedures report on subject matter, or an assertion
about the subject matter..., that is the responsibility of another
party.” If the valuation analyst has not been engaged to examine,
compile, assemble, review, or apply agreed-upon procedures to
prospective financial information, and does not issue an examination,
compilation, assembly, or agreed-upon report on prospective finan-
cial information, the SSAEs do not apply (SSARS 14).

76. Illustration 23. Under a valuation engagement, a valuation
analyst is free to select any and all valuation approaches and methods
the valuation analyst deems appropriate in the circumstances. Under
a calculation engagement, the valuation analyst and the client agree
to the specific approaches or methods the valuation analyst will use
or the extent of calculation procedures the valuation analyst will per-
form. (SSVS paragraph 21.) Under SSVS paragraph 18, a restriction
or limitation on the scope of the valuation analyst’s work, or the data
available for analysis may be present and known to the valuation ana-
lyst at the outset of the engagement, or may arise during the course
of an engagement (and such restriction or limitation should be dis-
closed in the report). Is it possible to have a restriction or limitation




72 Statement on Standards for Valuation Services No. 1

that is of such a degree that a valuation analyst engaged to perform a
valuation engagement should propose altering the engagement to be
a calculation engagement?

77. Conclusion. Although the two engagements represent two
different types of service performed by valuation analysts, the possi-
bility exists. If, in the course of a valuation engagement, restrictions,
or limitations on the scope of the valuation analyst’s work or the data
available for analysis are so significant that the valuation analyst
believes that he or she cannot, even with disclosure in the valuation
report of the restrictions or limitations, adequately perform a valua-
tion engagement leading to a conclusion of value, the valuation ana-
lyst should determine whether he or she has the ability to adequately
complete the engagement as a calculation engagement or should
consider resigning from the engagement.

78. Illustration 24. If a member employed in industry, govern-
ment, or education “moonlights” doing engagements to estimate
value, do the Standards apply?

79. Conclusion. Yes, the Standard applies. By moonlighting, the
member is holding him or herself out as a certified public account
and as being in public practice. The Standard would apply just as it
would to any other member in public practice unless one of the
exceptions applies.

80. Illustration 25. Does the Statement apply to an assignment
from an employer to an employee member not in public practice to
prepare a valuation for internal financial reporting purposes?

81. Conclusion. No, paragraph 7 exempts internal use assign-
ments from an employer to an employee member not in the practice
of public accounting. However, if the valuation is to be used for
financial reporting purposes, the employer and the employee may
wish to consider whether the work will be accepted by the
employer’s outside auditors if the statement is not followed.






