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IOSCO’S STATEMENT ON THE IMPORTANCE OF HIGH-QUALITY VALUATION 
INFORMATION IN FINANCIAL REPORTING 

IOSCO emphasizes the need for international consistency of high quality  
valuation information included in financial reporting to provide investors with relevant and reliable 

financial information 

 

Introduction 

Valuations are used for various purposes and can be important sources of information for 
many decisions and activities. Issuer financial statements, which are the responsibility of 
management and may be subject to assurance from an external auditor, may often contain 
elements that represent or are derived from valuation information.  As a result, it is important 
that issuers have robust and sound practices in place to support the development of high-
quality valuation information for financial reporting, and external auditors apply sufficient 
procedures to assess an issuer’s valuation information within its financial reporting as part of 
the financial statement audit. The development, and assessment, of valuation information for 
financial reporting may include the involvement of valuation experts and, in those 
circumstances, it is important for those experts to perform their work in a manner that 
supports issuers and auditors in meeting their responsibilities.   

There is investor demand for improvements in, and global consistency of, the quality of 
valuation information being developed and used to support the financial statements that are 
filed with securities regulators. There is also an expectation that audit committees (or those 
charged with governance) and external auditors be diligent in fulfilling their responsibilities 
to ensure the financial statement information that represent or are derived from valuation 
information is developed in an appropriate manner. IOSCO's work and engagement with 
issuers and relevant global stakeholders demonstrates the importance of high-quality 
valuation information in financial reporting to support investors’ needs and IOSCO's 
commitment to achieving high-quality financial reporting outcomes. 

IOSCO engagement with the International Valuation Standards Council (IVSC) 

In 2022, IOSCO and the IVSC entered into a Statement of Cooperation in order to express 
a commitment to enhance collaboration with the common aim of identifying approaches to 
promote high-quality valuation practices, including the promotion and application of high-
quality professional standards.  

IOSCO and the IVSC have also worked together to coordinate valuation roundtables in 
March 2022 to discuss the state of valuation standards, including the challenges and 
opportunities, and in September 2025, to discuss the challenges in developing quality 
valuations to support financial statement reporting. These roundtables have highlighted the 
need for further coordination and application of International Valuation Standards (IVSs) in 
a manner that can better satisfy the context of producing financial statement information. 
Improving the connection between the IVSs and accounting standards, such as IFRS 

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD716.pdf
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Accounting Standards, could support financial statement reporting in an efficient and 
effective manner and provide greater confidence to investors who rely on this information 
when making investment decisions.  Consistent quality valuation professionalism could also 
support this objective of providing greater confidence to investors who rely on this 
information.    

IOSCO experience with valuation issues in financial reporting 

As a part of the surveillance and compliance-related activities of securities regulators, 
financial statements of publicly traded entities are routinely examined for compliance with 
required accounting standards, which may have elements that represent or are derived from 
valuation information. For example, financial statements prepared under accounting 
frameworks such as IFRS Accounting Standards require certain assets and liabilities to be 
recognized and measured, or assessed for impairment, using fair value-based approaches. 
IOSCO members’ experiences with valuation are primarily from the review of financial 
statement recognition, measurement and disclosure determinations made by an issuer in 
preparation of its financial statements, and have resulted in the identification of the following 
notable areas where practices could be improved and lead to higher quality valuation 
information being produced: 

1. Need for valuation expertise – IOSCO members often identify situations where 
management has prepared the valuation information but had limited expertise or 
understanding of the valuation methods or techniques used to value the asset or 
liability. To address this limitation, it is important for issuers to utilize knowledgeable 
resources in the application of financial reporting standards, and that may require the 
use of a valuation expert to assist with preparing the valuation information. Regardless 
of whether a valuation expert is used, management is ultimately responsible for any 
information presented in the issuer’s financial statements that are derived from 
valuation information. 

2. High-quality inputs and assumptions – The determination of the inputs and 
assumptions used to calculate fair value information often requires significant 
management judgement. IOSCO members have identified situations where 
management has not prioritized the use of observable inputs or used assumptions 
that are not objective, not supported by sufficient internal documentation and/or are 
inconsistent with other information the issuer has provided either in its disclosure 
documents or in other publications such as investor presentations. IOSCO members 
also note that some issuers do not continually evaluate or assess whether past 
assumptions remain appropriate for current period financial reports, and do not 
constantly consider whether their process for developing inputs and assumptions 
needs to be revised.  

3. Determining if an ‘active market’ exists – Many accounting frameworks, such as the 
IFRS Accounting Standards, establish a fair value hierarchy that categorizes the type 
of inputs used to measure fair value, with the highest priority being given to those 
inputs that are quoted prices in active markets for identical assets or liabilities. 
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Whether transactions take place with sufficient frequency and volume to provide 
pricing information on an ongoing basis to constitute an active market is sometimes 
a matter of judgement. At times, IOSCO members have encountered situations in 
which the issuer concludes that an active market exists without sufficient support or 
where evidence exists to the contrary and accordingly makes no adjustments to the 
quoted price nor considers the use of other valuation techniques. For example, 
although the shares of an entity may be listed on a recognized exchange there would 
still need to be sufficient volume and frequency of transactions for those shares on 
the recognized exchange to conclude that the listed price is a quoted price in an 
active market.  

4. Identification of an ‘identical or similar’ asset or liability – In circumstances where 
the fair value of an asset or liability is not observable in an active market, an issuer 
may be permitted to determine fair value-based on a comparison to an identical or 
similar asset or liability with an observable fair value. IOSCO members have observed 
this method used in certain valuations of real estate property, early-stage businesses 
or other similar assets, and in these circumstances the determination of what is 
‘identical or similar’ involves considerable judgment. When this method is used, 
IOSCO members have encountered situations where limited evidence exists to 
support or corroborate an issuer’s conclusion that another asset is identical or similar, 
and in such instances, it would appear evident that further adjustments are needed 
to the observable price of the comparable asset to reflect potential differences 
between the issuer’s asset and the comparable asset.  

5.  Disclosures associated with fair value determinations – Many accounting 
frameworks, such as the IFRS Accounting Standards, require disclosures to help 
readers understand the valuation techniques, the inputs used to develop fair value 
measurements, and the sensitivity of the fair value measurements if they are based 
on unobservable inputs.  IOSCO members have observed various instances where 
these disclosures have not been presented in a manner that provides a sufficient 
level of detail and disaggregation of information, particularly for assets or liabilities 
that are measured on a recurring basis that rely on significant unobservable inputs 
to determine fair value.  

Improving valuation practices to address the items above will likely improve the quality and 
relevance of valuation information, which will directly impact the quality of an issuer’s 
financial statements and their decision usefulness.   

In addition, IOSCO’s Recommendations on Accounting for Goodwill (December 2023) 
discuss this topic as it relates to the importance of high-quality inputs and assumptions for 
goodwill impairment testing and the need for impairment losses to be recognized adequately 
or on a timely basis. For example, the publication notes that one of the good practices that 
issuers could implement to better support the reasonability and supportability of the 
assumptions that they use in goodwill impairment tests includes the involvement of external 
experts (or third-party valuation specialists) to determine complex assumptions, which often 

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD753.pdf
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results in clearer documentation of judgements taken and data considered (including 
corroborative and contradictory evidence). These recommendations continue to be relevant 
for issuers, the audit committee (or those charged with governance) and the external auditor 
to consider in this area as well. 

Furthermore, many issuers will experience increased economic uncertainty due to evolving 
economic conditions and other factors that are specific to an issuer. IOSCO's Statement on 
Financial Reporting and Disclosure during Economic Uncertainty (November 2022) 
discusses various topics that remain relevant to the current economic environment and 
includes a discussion about the need for issuers to update assumptions used to determine 
many aspects of financial reporting, including fair value-based determinations.  

The role of auditors in assessing management valuations for financial statement audits 

External auditors play an essential gatekeeping role in providing reasonable assurance that 
financial statements are fairly presented in accordance with the applicable accounting 
framework. To express an opinion, auditors will need to evaluate, based on audit procedures 
performed and the audit evidence obtained, whether accounting estimates and related 
disclosures are reasonable in the context of the financial reporting framework. Examples of 
accounting estimates may include valuation of assets and liabilities. 

IOSCO members note that the 2024 Survey of Inspection Findings from the International 
Forum of Independent Audit Regulators (IFIAR), identifies “Accounting estimates, including 
fair value measurement” as a key theme where audit regulators have consistently had a high 
level of inspection findings over the last five years. These IFIAR findings suggest that auditors 
are not always applying a robust and consistent approach to auditing fair value information 
and may not be applying sufficient professional skepticism when assessing the inputs, 
assumptions or significant judgments prepared by management.  

IOSCO members plan to discuss this topic further with IFIAR to understand whether there 
are recurring issues that could be addressed through additional standard setting, guidance, 
or other means to ensure that auditors are sufficiently performing their role in auditing fair 
value information.  

 

Conclusion 

IOSCO members remind issuers and auditors, as well as audit committees (or those charged 
with governance), of the importance of a robust valuation process performed objectively 
and transparently without bias to support high-quality financial reporting. These parties 
should ensure that financial statement reporting elements that represent or are derived from 
valuation information are supported by sufficient documentation that demonstrate the use 
of appropriate high-quality inputs and assumptions as part of the valuation process.  

 

 

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD720.pdf
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD720.pdf
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About IOSCO 

The International Organization of Securities Commissions (“IOSCO”) is an international body 
that brings together the world's securities regulators and is recognised as the global 
standard setter for financial markets regulation. IOSCO develops, implements and promotes 
adherence to internationally recognised standards for securities regulation. It works 
intensively with the G20 and the Financial Stability Board (FSB) on the global regulatory 
reform agenda. 

 


