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RICS professional standards and guidance
RICS guidance notes
This is a guidance note. Where recommendations are
made for specific professional tasks, these are intended
to represent ‘best practice’, i.e. recommendations that in
the opinion of RICS meet a high standard of professional
competence.
Although members are not required to follow the
recommendations contained in the guidance note, they
should take into account the following points.
When an allegation of professional negligence is made
against a surveyor, a court or tribunal may take account of
the contents of any relevant guidance notes published by
RICS in deciding whether or not the member acted with
reasonable competence.
In the opinion of RICS, a member conforming to the
practices recommended in this guidance note should have
at least a partial defence to an allegation of negligence if
they have followed those practices. However, members
have the responsibility of deciding when it is inappropriate
to follow the guidance.
It is for each member to decide on the appropriate
procedure to follow in any professional task. However,
where members do not comply with the practice
recommended in this guidance note, they should do so
only for good reason. In the event of a legal dispute, a
court or tribunal may require them to explain why they
decided not to adopt the recommended practice.
Also, if members have not followed this guidance, and their
actions are questioned in an RICS disciplinary case, they
will be asked to explain the actions they did take and this
may be taken into account by the Panel.
In some cases there may be existing national standards
that may take precedence over this guidance note.
National standards can be defined as professional
standards that are either prescribed in law or federal/local
legislation, or developed in collaboration with other relevant
bodies.
In addition, guidance notes are relevant to professional
competence in that each member should be up to date
and should have knowledge of guidance notes within a
reasonable time of their coming into effect.
This guidance note is believed to reflect case law and
legislation applicable at its date of publication. It is the
member's responsibility to establish if any changes in case
law or legislation after the publication date have an impact
on the guidance or information in this document.
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Document status defined
RICS produces a range of professional standards, guidance and information documents. These have been defined in the
table below. This document is a guidance note.

Publications status
Type of document
Standard
International standard

Definition
An international high-level principle-based standard
developed in collaboration with other relevant bodies.

Professional statement
RICS professional
A document that provides members with mandatory
statement (PS)
requirements or a rule that a member or firm is expected
to adhere to.
This term also encompasses practice statements, Red
Book professional standards, global valuation practice
statements, regulatory rules, RICS Rules of Conduct and
government codes of practice.
Guidance and information
RICS code of practice
Document approved by RICS, and endorsed by another
professional body/stakeholder, that provides users with
recommendations for accepted good practice as followed
by conscientious practitioners.

RICS guidance note
(GN)

Document that provides users with recommendations
or approach for accepted good practice as followed by
competent and conscientious practitioners.

RICS information paper
(IP)

Practice-based information that provides users with
the latest technical information, knowledge or common
findings from regulatory reviews.

RICS insight

RICS economic/market
report
RICS consumer guide
Research

Issues-based input that provides users with the latest
information. This term encompasses thought leadership
papers, market updates, topical items of interest, white
papers, futures, reports and news alerts.
A document usually based on a survey of members, or a
document highlighting economic trends.
A document designed solely for use by consumers,
providing some limited technical advice.
An independent peer-reviewed arm’s-length research
document designed to inform members, market
professionals, end users and other stakeholders.
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Status
Mandatory.

Mandatory.

Mandatory or recommended good
practice (will be confirmed in the
document itself).
Usual principles apply in cases of
negligence if best practice is not
followed.
Recommended best practice.
Usual principles apply in cases of
negligence if best practice is not
followed.
Information and/or recommended
best practice.
Usual principles apply in cases of
negligence if technical information
is known in the market.
Information only.

Information only.
Information only.
Information only.
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1 Introduction
1.1 This guidance note provides assistance to RICS
members on the application of the RICS Valuation –
Global Standards 2017 (the Red Book) to valuations that
have to be provided in compliance with the jurisdiction
requirements in Hong Kong.

(a) Identification and status of the valuer

1.2 The Red Book recognises and adopts the
International Valuation Standards 2017 (IVS), which took
effect from 1 July 2017. The Red Book and the IVS 2017
acknowledge that laws or regulations in each jurisdiction
may affect how a valuer complies with either set of
standards.

(e) Basis(es) of value adopted

1.3 The IVS 2017 set out internationally accepted, highlevel valuation principles and definitions.
1.4 The IVS apply to all types of assets, with the word
‘asset’ also deemed to include ‘liability’ where appropriate
(see IVS 2017 Glossary for further details).
1.5 All RICS members, whether practising individually
or within an RICS-regulated or non-regulated firm, who
provide a written valuation are required to comply with
the professional standards (PS) and valuation technical
and performance standards (VPS) set out in Parts 3
and 4 of the Red Book. This includes compliance with
the International Valuation Standards (IVS) issued by the
International Valuation Standards Council (IVSC).
1.6 RICS members must also comply with the
requirements of RICS valuer registration (VR).
1.7 RICS recognises that a member may be requested
to provide a report that complies with standards other
than those set out in the Red Book. This normally arises
in relation to the particular requirements that apply within
individual jurisdictions.
1.8 In these cases a statement must be included in the
terms of engagement and the report (VPS 1 paragraph
3.2(n), Confirmation that the valuation will be undertaken
in accordance with the IVS, and VPS 3 paragraph 2.2(k),
Confirmation that the valuation has been undertaken in
accordance with the IVS), that:
•

the named standards will be/have been complied with

•

the valuation will also comply/complies with the Red
Book and the IVS.

1.9 As PS 1 section 6 and VPS 1 paragraph 3.2(n) make
clear, there may be occasions where the purpose of
the valuation assignment requires a departure from IVS.
Any such departure should be identified together with
justification for that departure. A departure would not be
justified if it results in a valuation that is misleading.
1.10 IVS 103 Reporting sets out a list of IVS requirements,
which are supplemented by VPS 3 Valuation reports.
References to valuer include a valuation reviewer and
references to a valuation assignment include a valuation
review. The reporting requirements headings in full are:
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(b) Identification of the client and any other intended users
(c) Purpose of the valuation
(d) Identification of the asset(s) or liability(ies) to be valued
(f)

Valuation date

(g) Extent of investigation
(h) Nature and source(s) of the information relied upon
(i)

Assumptions and special assumptions

(j)

Restrictions on use, distribution and publication of the
report

(k) Confirmation that the valuation has been undertaken in
accordance with the IVS
(l)

Valuation approach and reasoning

(m) Amount of the valuation or valuations
(n) Date of the valuation report
(o) Commentary on any material uncertainty in relation to
the valuation where it is essential to ensure clarity on
the part of the valuation user
(p) A statement setting out any limitations on liability that
have been agreed.

Departures
1.11 No departure is permitted from:
•

PS 1, Compliance with standards where a written
valuation is provided, or

•

PS 2, Ethics, competency, objectivity and disclosures,

in the Red Book, which are mandatory in all circumstances.
1.12 PS 1 paragraphs 6.2 to 6.4 Departures states:
‘6.2 If separately and independently from either the
specific exceptions set out above or any assignment
falling within the scope of section 4 above, there
are special circumstances where it is considered
inappropriate to comply, in whole or in part, with VPS
1 to VPS 5 inclusive, then these must be confirmed
and agreed with the client as a departure and a
clear statement to that effect included in the terms of
engagement, report, and any published reference to it.
6.3
•

For the avoidance of doubt:

If the valuation falls to be provided in compliance
with prescribed statutory or legal procedures or
other authoritative requirements then provided those
requirements are mandatory in the particular context
or jurisdiction, compliance does not by itself constitute
a departure – though the requirement to do so must
be made clear.
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•

For most valuation purposes, one of the bases of
value specified in paragraph 2.2 of VPS 4 will be
appropriate. Where another basis is used, this must
be clearly defined and stated in the report. If adoption
of that basis is mandatory in the particular context or
jurisdiction, then adoption does not by itself constitute
a departure, though the mandatory requirement to do
so must be made clear. RICS does not encourage the
voluntary use of a basis of value not specified in VPS 4,
and will always regard such voluntary use as involving
a departure from the Red Book.
6.4 A member who makes a departure may be
required to justify the reasons for this.’

Effective date
1.13 This guidance note is effective from 1 February 2018.
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2 Compliance with RICS Red Book and Hong
Kong legal requirements
2.1

General

2.1.1 The following specific guidance is given to aid RICS
members when providing valuation services in Hong Kong
when the RICS member is obligated to comply with Hong
Kong law or regulation.
2.1.2 Valuers should be familiar with the relevant
codes and regulations published by the government and
regulators.
2.1.3 Compliance with The HKIS Valuation Standards
published by The Hong Kong Institute of Surveyors is
mandatory for valuations prepared for certain purposes by
valuers practising in Hong Kong.

2.2 PS 1 Compliance with
standards where a written
valuation is provided; and PS 2
Ethics, competency, objectivity
and disclosures
2.2.1 PS1 and PS2 of the Red Book are mandatory for all
RICS professionals undertaking valuation work.

2.3 VPS 1 Minimum terms of
engagement
2.3.1 VPS 1 of the Red Book applies to practice in Hong
Kong because the requirements in the Red Book are in
line with and in more detail than those stated in The HKIS
Valuation Standards.

2.4 VPS 4 Bases of value,
assumptions and special
assumptions
2.4.1 When a basis of valuation (definition of value)
is prescribed by law or by regulations in a valuation
assignment provided in the Hong Kong jurisdiction and the
basis is different from those recognised in the Red Book,
no further explanation other than compliance with the
particular law or regulation, or description of the difference,
is required of the valuer. This must be clearly stated in the
terms of engagement and report.
2.4.2 When a basis of valuation (definition of value) not
specified in paragraph 2.2 of VPS 4 in the Red Book is
adopted, in circumstances other than those set out in
paragraph 2.4.1 above, this will constitute a departure from
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the Red Book. In such circumstances, a justification must
be provided for the departure, and the basis of valuation
must be clearly defined – and stated as a departure – in
the terms of engagement and the report.

2.5 VPGA 1 Valuation for
inclusion in financial statements
2.5.1 No supplementary guidance is needed here.

2.6 VPGA 2 Valuation for
secured lending
2.6.1 With regard to VPGA 2, paragraph 5.1, market
value is the basis of value widely used for valuations or
appraisals undertaken for secured lending. However, in
Hong Kong this does not apply to properties subject to
restrictions upon assignment – such as Home Ownership
Scheme, Sandwich Class Housing, Flat for Sale, and
industrial properties located in various industrial estates.
In those cases, a basis of value either in addition to, or in
place of, market value may be used. However, note that
the voluntary use of a basis of value not defined in VPS
4, Bases of value, assumptions and special assumptions,
will involve a departure from the Red Book. The key
requirement is that the valuer should state clearly the basis
of value adopted in the report. The valuer should ascertain
from the client, as a condition of providing such a valuation,
details of when and how a sale is desired, as well as the
existence of any sales restrictions, and should factor all of
this into the valuation.
2.6.2 In some cases, value for sale under repossession
(VSR) may be needed in addition to market value. Valuers
must be clear that VSR is not a distinct basis of value,
but is a description of the situation under which the sale
takes place. It refers to the price that might reasonably be
expected to be realised within a defined period of time,
which would be agreed upon between the lender and
valuer, from the sale of the property in the market under
repossession by the lender or receiver, on an ‘as-is’ basis.
2.6.3 In some cases, the valuer may be required to
give the building insurance replacement cost (BIRC) of a
property in valuation reports for the lenders’ reference. For
the avoidance of doubt, as set out in PS 1 paragraph 1.5:
‘An estimated replacement cost figure for assets other than
personal property that is provided either within a written
report or separately, for the purpose of insurance is not a
“written opinion of value” for the purpose of “undertaking
valuation services” as defined in paragraph 1.3 [of PS 1]’.
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2.6.4 For the bases cited in paragraphs 2.6.1 to 2.6.2, the
basis of valuation must be clearly defined and stated in the
terms of engagement and the report.

2.7 VPS 2 Inspections,
investigations and records
2.7.1

VPS 2 paragraph 1 states:

‘Inspections and investigations must always be carried
out to the extent necessary to produce a valuation that is
professionally adequate for its purpose.’
If the valuer is unable to inspect the property, the valuer is
to disclose this fact in the terms of engagement and report,
and set out what assumptions and special assumptions
have been made in the circumstances.

VPGA 5 Valuation of plant and equipment
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
2.9.3 All elements of the foregoing asset standards,
valuation applications and guidance notes apply to practice
in the Hong Kong jurisdiction, except in assignments where
Hong Kong law or regulation modifies the scope of work in
the assignment or the content of the valuation report.

2.7.2 Valuers should use their best efforts to carry out
investigations into the assumptions used in reports to
confirm their reasonableness. Should this not be possible
the valuer should disclose such limitations in the report.

2.8

VPS 3 Valuation reports

2.8.1 In addition to the reporting requirements set out
in VPS 3, the following items should always be included in
reports for the valuation of assets in Hong Kong:
(a) confirmation that the valuation complies with the
requirements set out in The HKIS Valuation Standards
where requested by the client or if a requirement by
the regulators (VPS 3 paragraph 3.2(k)) and
(b) the analytical process and empirical data used to
arrive at the value conclusions.

2.9 Practice area standards
and guidance
2.9.1 The IVS 2017, reproduced in its entirety in the Red
Book, includes the following asset standards:
Asset Standards
IVS 200 Business and Business Interests
IVS 210 Intangible Assets
IVS 300 Plant and Equipment
IVS 400 Real Property Interests
IVS 410 Development Property
IVS 500 Financial Instruments
2.9.2 The Red Book, which recognises and adopts
the IVS 2017, also provides ten global valuation practice
guidance applications (VPGAs), which address:
VPGA 1 Valuation for inclusion in financial statements
VPGA 2 Valuation of interests for secured lending
VPGA 3 Valuation of businesses and business
interests
VPGA 4 Valuation of individual trade related properties
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Confidence through professional standards
RICS promotes and enforces the highest professional
qualifications and standards in the development and
management of land, real estate, construction and
infrastructure. Our name promises the consistent
delivery of standards – bringing confidence to the
markets we serve.
We accredit 125,000 professionals and any individual or firm
registered with RICS is subject to our quality assurance. Their
expertise covers property, asset valuation and real estate
management; the costing and leadership of construction
projects; the development of infrastructure; and the
management of natural resources, such as mining, farms and
woodland. From environmental assessments and building
controls to negotiating land rights in an emerging economy;
if our members are involved the same professional standards
and ethics apply.

United Kingdom RICS HQ
Parliament Square, London
SW1P 3AD United Kingdom
t +44 (0)24 7686 8555
f +44 (0)20 7334 3811
contactrics@rics.org

Ireland

38 Merrion Square, Dublin 2,
Ireland
t +353 1 644 5500
f +353 1 661 1797
ricsireland@rics.org

Media enquiries
pressoffice@rics.org

We believe that standards underpin effective markets. With
up to seventy per cent of the world’s wealth bound up in land
and real estate, our sector is vital to economic development,
helping to support stable, sustainable investment and growth
around the globe.
With offices covering the major political and financial centres
of the world, our market presence means we are ideally placed
to influence policy and embed professional standards. We
work at a cross-governmental level, delivering international
standards that will support a safe and vibrant marketplace
in land, real estate, construction and infrastructure, for the
benefit of all.
We are proud of our reputation and we guard it fiercely, so
clients who work with an RICS professional can have confidence
in the quality and ethics of the services they receive.

Europe

(excluding UK and Ireland)
Rue Ducale 67,
1000 Brussels,
Belgium
t +32 2 733 10 19
f +32 2 742 97 48
ricseurope@rics.org

Office G14, Block 3,
Knowledge Village,
Dubai, United Arab Emirates
t +971 4 446 2808
f +971 4 427 2498
ricsmiddleeast@rics.org

Africa

Americas

t +27 11 467 2857
f +27 86 514 0655
ricsafrica@rics.org

t +1 212 847 7400
f +1 212 847 7401
ricsamericas@rics.org

North Asia

ASEAN

Japan

South Asia

t +852 2537 7117
f +852 2537 2756
ricsasia@rics.org

t +65 6635 4242
f +65 6635 4244
ricssingapore@rics.org

t +81 3 5532 8813
f +81 3 5532 8814
ricsjapan@rics.org

t +91 124 459 5400
f +91 124 459 5402
ricsindia@rics.org

PO Box 3400,
Witkoppen 2068,
South Africa

3707 Hopewell Centre,
183 Queen’s Road East
Wanchai, Hong Kong

One Grand Central Place,
60 East 42nd Street, Suite 542,
New York 10165 – 2811, USA

10 Anson Road,
#06-22 International Plaza,
Singapore 079903
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South America

Middle East

Rua Maranhão, 584 – cj 104,
São Paulo – SP, Brasil
t +55 11 2925 0068
ricsbrasil@rics.org

Level 14 Hibiya Central Building,
1-2-9 Nishi Shimbashi Minato-Ku,
Tokyo 105-0003, Japan

Oceania

Suite 1, Level 9,
1 Castlereagh Street,
Sydney NSW 2000. Australia
t +61 2 9216 2333
f +61 2 9232 5591
info@rics.org

48 & 49 Centrum Plaza,
Sector Road, Sector 53,
Gurgaon – 122002, India
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