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INTRODUCTION

A Briefing on Valuation of Alternative Assets for Investment Funds

The Securities and Exchange Commission (SEC) have recently 
expressed concern over the valuation of investments made in 
alternative asset classes such as private equity, debt and real 
estate. In particular, the Commission has encountered significant 
divergence in the pricing of widely held private securities such  
as ‘Unicorns’.

The scope for mis-valuation of private investments – whether by 
error or design – is extremely high. One only has to look at the 
recent experiences of Platinum Funds to see how this can turn out. 
Widespread use of internal models, highly sensitive to calibration 
assumptions, can result in wildly differing results and there is a 
strong need for consistency in valuation practices.

This Briefing includes a keynote presentation from Norm Champ, 
partner at Kirkland & Ellis and previously Director of the Investment 
Management Division of the SEC, on the prospects for private fund 
regulation under the new administration. Norm will also introduce 
his new book Going Public: My Adventures Inside the SEC and How 
to Prevent the Next Devastating Crisis.

To assist with planning and strategy for overburdened fund CFO’s, 
accountants and administrators facing these problems we have 
organized a series of expert panels. These discussions will review 
valuation issues in each asset class and help to answer questions  
on current developments.

Voltaire
ADV I SO R S

AGENDA

08.00 - 08.45 Registration – Coffee & Breakfast

08.45 - 09.30
Private Debt

Moderator – Ian Blance, Managing Director, Voltaire Advisors
 
Justin Burchett, Managing Director, Valuation & Business Analytics, BDO
Chris Franzek, Managing Director, Duff & Phelps
Lawrence Freundlich, Partner, Economic & Valuation Services, KPMG
Keith Smith, Managing Director, Empire Valuation Consultants

09.30 - 10.15
Private Equity

Moderator – Marine Cole, Americas Editor, Private Equity International
 
Fred Betz, Managing Director, Economic & Valuation Services, KPMG
Chris Franzek, Managing Director, Duff & Phelps
Travis Harms, Head of Financial Reporting Valuation Group, Mercer Capital
Jon Tang, Senior Manager, Empire Valuation Consultants

10.15 - 10.45 Coffee

10.45 - 11.30 
Real Estate
 
Moderator – Ben Elder, Global Director of Valuation, RICS
 
David Eidman, Senior Manager, Empire Valuation Consultants
Mark Godfrey, Senior Managing Director, CBRE
Keenan Vyas, Director, Real Estate Advisory Group, Duff & Phelps

11.30 - 12.00
Keynote 

Norm Champ, Partner, Kirkland & Ellis
Review of current regulatory landscape for private funds &  
prospective SEC priorities

12.00 Wrap Up & Close of Briefing
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 Norm Champ, P.C. – Partner, Kirkland & Ellis

  Norm Champ is a partner in the New York office of Kirkland & Ellis LLP. Norm is  
a member of the Investment Funds Group. Previously, Norm was the director of  
the Division of Investment Management at the U.S. Securities and Exchange 
Commission (SEC).

  While at the SEC, Norm played a key role in the SEC’s completion of landmark 
reforms in 2014 to strengthen the $3 trillion money market fund industry, and led 
important structural and policy changes. He was the leader of interactions with 
the Financial Stability Oversight Council as the Council turned its attention to 
whether asset management firms are “systemically important.” He also worked on 
crisis management efforts at securities firms to protect customers of those firms. 
Norm also headed the creation of Guidance Updates and Senior Level Engagement 
initiatives created to provide transparency to the industry and to engage with boards 
and senior management of asset management firms.

  Prior to becoming the Director of the Division of Investment Management, he  
was the Deputy Director of the SEC’s Office of Compliance, Inspections and 
Examinations (OCIE) and the Associate Regional Director for Examinations in th e 
SEC’s New York Regional Office. In these capacities he supervised SEC examinations 
of investment advisors, investment companies, broker-dealers, national securities 
exchanges, credit rating agencies, clearing firms and other market participants.

 
 
 Marine Cole – Americas Editor, Private Equity International

  Marine Cole is Americas Editor for Private Equity at PEI. She has been covering 
finance and business for more than a decade and has written for publications 
including The Wall Street Journal, Crain’s New York Business, AdvertisingAge  
and Pensions & Investments. She also previously worked for Dow Jones  
Newswires. She is originally from France and holds a master’s in journalism  
from Northwestern University’s Medill School of Journalism.

 
 
 David Eidman - Senior Manager, Empire Valuation

  David is a Senior Manager of Empire Valuation Consultants, where he has worked 
since 2005.

  He has over 15 years of experience and has been involved in the valuations of a 
variety of debt and fixed income securities, real estate, derivative instruments, 
intangible assets, equity interests, and bankruptcy and trade claims across a variety 
of industries and global locations for diverse purposes. He has worked with many 
major private equity firms, hedge funds, publicly traded companies, and closely held 
companies.

  David has experience in valuations for a variety of purposes including hedge fund 
and private equity reporting, financial and Securities and Exchange Commission 
(SEC) reporting including ASC 718 Accounting for Stock Based Compensation, 
ASC 805 Accounting for Business Combinations, ASC 350-20 Goodwill and Other 
Intangible Assets, ASC 360 Accounting for the Impairment or Disposal of Long-
Lived Assets, and ASC 820 Fair Value Measurements, litigation, estate and gift tax 
reporting, matrimonial matters, employee stock ownership plan (ESOP) formation 
and administration, stock option granting (IRC 409A), lending, and other corporate 
planning purposes.

SPEAKERS

 
  
 Ian Blance 

  Ian Blance is Managing Director of Voltaire Advisors. Ian has over 30 years’ 
experience in the financial markets focused on research and valuation of securities 
and derivatives. He is a regular commentator on valuation and risk issues in the media 
and a frequent conference speaker. 

  In his earlier career Ian developed and ran securities valuation operations for two of 
the major information vendors and has provided consulting services for the others. 
Ian spent 4 years as Head of Evaluated Pricing for SIX Financial Information, based 
in Zürich, Switzerland and 12 years with Interactive Data Corporation, setting up 
and building their fixed income valuations business in London and subsequently 
becoming Managing Director of the market leading Evaluated Pricing unit in New 
York. Before Interactive Data, Ian was an economist and senior bond strategist in 
investment banking.

 
 
 Fredrick G. Betz, CFA - Managing Director, Economic & Valuation Services, KPMG

  Fred is a Managing Director based in New York City with more than 12 years of 
valuation experience.  He works with multi-national corporations and asset managers 
providing valuation consulting services for financial reporting, tax planning, corporate 
restructuring, mergers & acquisitions and investment purposes.  Fred has deep 
industry experience in the alternative investments, financial services, transportation, 
information, software, and technology sectors. Fred has performed hundreds 
of valuation engagements analyzing businesses enterprises, debt, loans, equity, 
preferred stock, options, intellectual property, and various financial instruments. He 
assists clients with developing valuation policies and procedures and investment 
reporting frameworks.

 
 
 Justin Burchett, CFA, PhD – Managing Director, BDO Consulting Managing Director

  Justin Burchett is a BDO Consulting Managing Director in the firm’s New York office, 
supporting the Valuation & Business Analytics practice. He has over 15 years of 
professional experience as a capital markets participant and financial advisor. Justin 
manages valuation, litigation support and advisory engagements and specializes in 
the fair value measurement of complex and illiquid financial instruments.

  Justin manages valuation, litigation support and related financial advisory 
engagements, specializing in the valuation and analysis measurement of complex 
and illiquid financial instruments. He has led engagements pertaining to the valuation 
of corporate debt, mortgage-backed securities, mortgage loans, asset-backed 
securities, collateralized debt obligations, commercial loans, over-the-counter (OTC) 
derivatives and privately held corporations. Clients served include investment banks, 
hedge funds, private equity funds, business development companies, commercial 
banks, real estate investment trusts (REITs), specialty finance companies, law firms 
and federal government agencies.

  Prior to joining BDO, Justin held leadership roles an independent investment bank 
and a global accounting firm. Earlier in his career, he held front office roles in the 
alternative asset management sector where he was responsible for the analysis and 
origination of structured credit products..
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 Lawrence Freundlich – Partner, KPMG

  Lawrence is a Partner in KPMG’s Economic and Valuation Services practice in New 
York. He specializes in the valuation of loans, debt, options and other financial 
derivatives. Additionally, he has extensive background in the valuation of equity, 
businesses and intangible assets for financial reporting, tax and other purposes. 
Lawrence has performed significant services related to financial modeling, economics 
and transfer pricing.

 
 
 Mark Godfrey, Senior Managing Director of the Valuation & Advisory Services

  Mark Godfrey is the Senior Managing Director of the Valuation & Advisory Services 
Group’s Tri-State/NYC valuation practice. He has over 20 years of real estate 
appraisal, consulting experience and portfolio management throughout the United 
States. His primary geographical focus is New York City and the surrounding 
suburban markets.

  Mr. Godfrey has extensive experience providing real estate appraisals, portfolio 
management, consultations, reviews, arbitration and litigation support. His clients 
include financial institutions, government entities, private and corporate property 
owners, developers and attorneys. His appraisal experience encompasses a wide 
variety of property types including office buildings, retail condominiums, regional 
malls, shopping centers, apartment buildings, condominium complexes, mixed 
use development projects, educational institutions and industrial facilities. He has 
extensive experience with multifamily residential developments and office studies, as 
well as portfolio and multi-property assignments.

  Mr. Godfrey is a Designated Member of the Appraisal Institute (MAI), a Member of the 
Royal Institute of Chartered Surveyors (MRICS) and is a Certified General Appraiser 
in New York and Connecticut. He manages a team of professionals that focus on New 
York, New Jersey and Connecticut. He was consistently recognized as a top national 
producer within CBRE throughout his career and was named as regional Valuation 
Professional of the Year on multiple occasions

 
 
 Travis W. Harms, CFA, CPA/ABV - Senior Vice President, Mercer Capital

  Travis W. Harms leads Mercer Capital’s Financial Reporting Valuation Group. Travis’s 
practice focuses on providing public and private clients with fair value opinions and 
related assistance pertaining to goodwill and other intangible assets, stock-based 
compensation, and illiquid financial assets.

  Travis leads Mercer Capital’s Private Equity industry team and publishes a quarterly 
newsletter, Portfolio Valuation: Private Equity Marks & Trends. He also contributes 
regularly to Mercer Capital’s Financial Reporting Blog.

  Travis is a frequent speaker on fair value accounting topics to audiences of financial 
executives, auditors, and valuation specialists at professional conferences and other 
events across the U.S.

  In addition to his work with clients on financial statement reporting issues, Travis 
performs valuations used for tax compliance, ESOP compliance, and other purposes 
for clients in a wide range of industries.

  Travis is a member of The Appraisal Foundation’s working group to address best 
practices for control premiums, and co-authored the book Business Valuation: An 
Integrated Theory, Second Edition, with Z. Christopher Mercer, ASA, CFA, ABAR.

 
 

SPEAKERS

  Prior to joining Empire Valuation Consultants, David worked in the retail and 
commercial segments of the banking industry through his employment with Lyons 
National Bank.  Here he served in numerous and varying capacities, most recently 
as a Commercial Credit Analyst & Bank Officer, where he was responsible for 
underwriting, analyzing, and evaluating the creditworthiness of companies from a 
broad range of service, manufacturing, and agricultural industries.

 
 
 Ben Elder, FRICS - Global Director of Valuation, RICS

  Ben is responsible for delivery of the RICS Global Valuation Strategy which has a 
key role to play in securing global financial stability through participation by the 
RICS in the development and application of International Valuation Standards. Ben 
is well qualified for this role as an Economist and a Chartered Surveyor and he has a 
particular interest is the interface of the economy and property markets.

  Ben’s has been a practising valuer and respected academic holding senior positions 
at Nottingham Trent University and The College of Estate Management. Ben joined 
the RICS as Global Director of Valuation in 2011 having served on various RICS Boards 
including International Governing Council as an elected World Representative. 

  In recognition of Ben’s expertise in 2016 he was selected to Chair the IVSC Tangible 
Assets Standards Board and be a member of the overarching IVSC Standards Board. 
This appointment follows influential periods as a member of the Global Advisory 
Forum for The Appraisal Foundation in the USA as well as the Advisory Forum 
Executive to the International Valuation Standards Council.

 
 
 Chris Franzek – Managing Director, Duff & Phelps

  Chris Franzek is a managing director in the New York office and part of the Valuation 
Advisory Services business unit. He has more than 15 years of financial and valuation 
experience.

  Chris specializes in the valuation of illiquid securities for hedge funds, private equity 
funds, business development corporations and fund of funds. He has performed 
valuations of some of the largest and most complex portfolios of private loans, 
private equity interests, real estate and derivative securities. Chris’ hedge fund 
experience includes performing quarterly analyses of private loans, private equity 
and real estate positions, and various derivative securities. His private equity 
experience includes the valuation of private equity investments as well as limited 
partnership (LP) interests, including four of the largest private equity LP-backed 
collateralized fund obligations to date. Chris also has extensive experience valuing 
private equity investments and portfolios, having analyzed over 3,000 private equity 
portfolio companies in the past five years. 

  Chris has performed a variety of valuations and decision support analyses for 
both public and private companies across many industries including the consumer 
products, apparel, chemicals, energy, hospitality/gaming, healthcare, industrial 
products, internet, pharmaceutical, publishing, retail and telecommunications 
industries. He also performed valuations of portfolio companies in connection with 
purchase price allocations under IFRS 3: Business Combinations and SFAS 141: 
Business Combinations and Intangible Assets and option pricing.

  Prior to joining Duff & Phelps, Chris was a senior manager at BearingPoint, Inc. where 
he led their New York Valuation and Financial Advisory Services Practice.

  Chris received his M.B.A. in finance from Cornell University’s Johnson Graduate 
School of Management and his B.A. in economics from the University of Rochester. 
He is also a senior member of the American Society of Appraisers.
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 Keith D. Smith, CFA - Managing Director, Empire Valuation Consultants

  Keith is a Managing Director of Empire Valuation Consultants and a Chartered 
Financial Analyst (CFA).

  Keith has extensive experience in financial consulting and business valuation. He has 
valued the equity, debt, derivatives, liabilities, and NOLs of publicly and privately held 
businesses for acquisitions, divestitures, estate and gift tax reporting, liquidation, 
financial reporting, and general corporate planning purposes. 

  In addition, Keith has valued specific intangible assets including technology, 
in-process research and development, trademark/trade names, customer and 
subscription lists, on-line audiences, covenants-not-to compete, inventory, 
workforce, and co-marketing agreements/alliances, as well as hardware and software 
maintenance contracts. He has a significant amount of experience in valuing 
technology, telecommunications, internet and finance companies, and early stage 
businesses.

  Prior to joining Empire Valuation, Keith worked for PricewaterhouseCoopers LLP 
in Los Angeles as a Manager in the Valuation Services business. He was a Senior 
Technical Analyst with Management Consulting & Research, and served as a Captain 
in the U.S. Air Force.

 
 
 Jonathan Tang, CFA - Senior Manager, Empire Valuation Consultants

  Jonathan is a Senior Manager at Empire Valuation Consultants’ New York City office.  
He is a Chartered Financial Analyst (CFA).

  Jonathan joined Empire Valuation in January of 2007.  Since then, he has developed 
extensive expertise in valuations related to complex securities, intangible assets, 
mergers and acquisitions, and estate planning.  He has led numerous engagements 
for financial reporting purposes, including ASC 820 (Fair Value Measurements), ASC 
805 (Business Combination), ASC 718 (Stock Compensation), and Impairment Testing 
related to ASC 350 (Goodwill and Other Intangible Assets) and ASC 360 (Property, 
Plant and Equipment).  He has also performed many valuations for tax reporting, 
acquisition and divestiture, transfer pricing, ESOP, and general corporate planning 
purposes. 

  In addition to holding the CFA designation, Jonathan is currently undergoing the 
accreditation process for the Accredited Senior Appraiser designation.  He has also 
completed American Society of Appraisers’ (ASA) advanced valuation classes on 
intangible assets.

  Jonathan has presented on various valuation topics, including discount for lack of 
marketability (DLOM), option pricing models and cheap stock issues, at ASA and 
CFO conferences, both national and local, and is involved with the development 
of The Appraisal Foundation’s valuation advisories.  He is a member of Empire’s 
Technical and Standards Committee.

  Prior to joining Empire, Jonathan worked for seven years as a senior engineer in the 
telecommunication industry, first at Lucent Technologies / Agere Systems, then at 
GlobespanVirata / Conexant Systems, where he designed and tested Very Large 
Scale Integration (VLSI) Systems on a Chip (SoC) for Digital Signal Processing (DSP) 
applications.

 
 
 Keenan Vyas, Director, Real Estate Advisory Group

  Keenan Vyas is a Director in the London office of Duff and Phelps where he leads the 
Real Estate Advisory Group in the UK. Keenan has over 10 years of experience valuing 
and advising across all real estate asset classes for a variety of clients including 
private equity firms, hedge funds, pension funds, developers, and real estate 
investment trusts throughout North America, the UK, and Europe. His work includes 
valuation and consulting for financial reporting purposes under both local GAAP and 
IFRS, transaction opinions, and investment property portfolio tracking for assurance 
testing. Keenan also has experience advising on issues surrounding site selection and 
market value determination for re-alignment and closure of property holdings.  

  Keenan holds a Bachelor of Science in International Relations with an emphasis on 
Global Financial Markets and Economics from the University of California, Davis.

  He is a Practicing Affiliate of the Appraisal Institute, an Associate of the Urban Land 
Institute, a member of the Commercial Real Estate Development Association, and an 
Associate Certified Commercial Investment Member.
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The panel sessions of our Breakfast Briefing have all featured vendors providing various services 
to the private investment fund community. This is especially topical, since fund service providers 
have been very much in the regulatory spotlight over the last few years, with frequent reminders 
from the Securities & Exchange Commission (SEC) about their importance to fund operations, 
and the need for effective oversight of them by fund boards and their advisers.

The first inkling of the concern showed by the 
Commission came with the updated guidance 
on the use of pricing service providers in the 
Money Market Reform program of 2014.  
Buried in a 900-page document was a 
reiteration of the obligations of fund directors 
to determine fair value of a fund’s securities in 
good faith in the event of market quotations 
not being readily available. Boards were 
reminded that they could engage others to 
assist them with this, but could not abdicate 
the ultimate responsibility.

Coming in the wake of the Morgan Keegan 
case, where fund directors were sanctioned for 
not fulfilling their oversight duties with respect 
to securities valuation, in one sense this was a 
reminder of the kind the SEC staff produces on 
a regular basis. What made this one different, 
however, was an explicit focus on the role of 
third-party pricing providers in fund valuation. 
The Commission noted the importance of this 
vendor segment and advised fund boards to 
ensure that they were fully apprised of the 
process and techniques used by such firms 
to generate securities prices, and to assess 
whether this was an appropriate valuation 
method for their fund. 

Vendor risk was thrown into sharper relief in 
summer 2015 when the failure of an investment 
accounting system (Sungard’s InvestOne) 
resulted in severe disruption to one mutual 
fund administrator’s (BNY Mellon) ability to 
calculate Net Asset Value (NAV) for the funds 

One aspect of all these new regulatory rules, 
guidance and advice has, in our view, received 
insufficient attention. The 2014 valuation 
guidance in The Money Market Reform paper 
again set the tone, requiring fund directors 
to not only assess whether a pricing service 
was appropriate under current circumstances, 
but also to review how this might be affected 
by changing market conditions. This explicit 
anticipatory and forward looking role required 
of mutual fund boards and advisers over 
vendors is a new and challenging one.

This position was reiterated last year by former 
SEC Chair White and has been a feature of many  
public comments by staff over recent months.

“It is simply not enough in today’s 
environment and markets to be reactive to 
contingencies – we all need to be proactively 
thinking ahead and planning.” 

SEC Chair White, Speech, March 2016

In summary, the SEC position on fund service 
providers is pretty clear:

•  Fund boards and their advisers have an 
obligation to conduct thorough and ongoing 
due diligence on critical service providers;

•  For all vendors this should cover business 
continuity and cybersecurity planning, and 
should contain an assessment of the risks 
based on possible future scenarios;

they serviced. This was a double layered 
problem, with one service provider to a fund 
being disrupted by a vendor they – rather 
than the fund itself – employed, adding to the 
complexity for fund board oversight.

This outage prompted the SEC to issue 
guidance to mutual funds on Business 
Continuity Planning (BCP). The new guidance 
reminded funds of the need for suitable 
business continuity plans under Rule 38a-1 but 
also extended this responsibility to oversight of 
critical service providers.

“Additionally, because fund complexes also 
outsource critical functions to third parties, 
the staff believes that they should consider 
conducting thorough initial and ongoing due 
diligence of those third parties, including due 
diligence of their service providers’ business 
continuity and disaster recovery plans”

SEC IM Guidance Update 2016-04

Critical service providers were defined as 
each investment adviser, principal underwriter, 
administrator, and transfer agent named under 
38a-1, as well as each custodian and pricing 
agent. In addition to looking at vendor business 
continuity and disaster recovery plans, the 
Commission also requires funds to consider 
issues of cybersecurity for themselves and 
their service providers.

•  For pricing services specifically, there should 
be an understanding of the processes and 
techniques used to produce valuations and 
how these might be impacted by changing 
market conditions.

We believe that this appreciably raises the bar 
for funds and advisers when it comes to pricing 
vendor due diligence. No longer just a reactive 
review, funds now need to consider the 
methodologies of the pricing service in more 
detail and assess how these might be at risk 
of business disruption (for instance, if a critical 
input failed) and how they might be impacted 
by changing market circumstances.

Voltaire Advisors offers specialist advice and 
consulting in this area as part of our VIVA 
(Voltaire Independent Valuation Advice) 
package. For more information see  
www.voltaireadvisors.com.

As a reference for our private fund clients, 
we include in this section the profiles of a 
series of service providers operating in this 
market sector. These profiles are drawn from 
our annual Fund Valuation & Compliance 
Handbook (download a copy of the full 
Handbook from http://voltaireadvisors.com/
fund-valuation-and-compliance-handbook.
html). We hope you find it useful.

CAVEAT EMPTOR? OVERSIGHT  
AND DUE DILIGENCE OF FUND 
SERVICE PROVIDERS

11
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SUMMARY OF PROCEEDINGS

 
Ian Blance (IB) – Private debt is a fast growing asset class in the alternative investment sector, with  
the likes of Business Development Companies (BDC’s) heavily involved in this in the US. In terms of  
valuation standards, however, private debt methodologies appear less well developed than those  
for private equity and real estate, both of which have been established for a longer period.

I would first like to ask about the differences between intrinsic valuation of private debt holdings  
versus fair value. 

Keith Smith (KS) – My initial comment is that from the outset it is important to understand the 
investment thesis. Many of our clients invest in distressed assets and in these cases there is often a 
scenario where the intrinsic value may not be fully reflected in the fair value of the position today. 
If the investment thesis is correct then over time the gap between intrinsic and fair value should 
close. So what you’re trying to do initially is try to set up some understanding of what are some key 
milestones or particular sort of parameters that you can track to see that to see where that gap is 
happening over time.  

In some cases our distressed clients actually buy assets and we have had to actually mark them up 
because they were so far under fair value, but for the most part it’s usually a gradual process over 
time. So one of the key things that we do is track that and then include this story as part of the 
overall analysis and allow the investment thesis of the investor to drive where the analysis goes, then 
bring independent data in to either support - positive or negative - with how the thesis is playing 
out. When the thesis is not playing out, the question becomes at what point we have to mark the 
investment down.  

Considering companies in distress, a lot of market participants are going to be very wary about the 
situation and they’re going to reflect the price they’re willing to pay that reflects the risk in the in the 
business and turnaround possibilities that’s not quite as apparent in just looking at the numbers. You 
have to spend a lot of time understanding this and plot it out the various scenarios of recovery and 
rates of return.

IB – This brings us neatly to the key parameters driving the debt valuation process. Some of this 
has already been alluded to, but can we look at this in more detail?

Justin Burchett (JB) - Keith made a good point in that the valuation of private debt involves a 
combination of understanding the investment thesis, the investment context and capital structure 
and then going to the next step which involves the analysis of market data and fundamental credit 
information. The process includes: benchmarking to the original transaction, evaluating changes to 
the credit quality of the underlying company, analysis of current market conditions, consideration of 
the debt instrument’s enterprise value coverage and the other credit fundamentals of subject debt 
instrument and comparative debt instruments.

But I think with private debt that you don’t want to dive right into the analysis by looking for a 
comparable yield and doing the DCF calculations. You have to understand the context of the original 
transaction and whether that is a good indication of fair value. Next, roll forward to the measurement 
date: look at what’s changed in the company, what are its credit fundamentals like, where is it going 
in the story, what do the measurable financial statistics look like? The changes in the subject credit 
can then be mapped to comparable instruments and the market in general where are base interest 
rates, where are credit spreads for this instrument, what are levels of the benchmark credit indices?

IB – You referred to the various methodologies deployed to go about valuing this kind of 
instrument, but what do all those terms mean?

Larry Freundlich (LF) - For fair value the key points are the market view as well as thinking about 
the exit possibilities and here there are certain aspects of certain types of debt instruments that are 
considered very differently. Convertibility, for instance, and how that’s handled (not just if it’s deep in 
the money). Some companies will just assume everything’s converted which may be their investment 
thesis but it may or may not always be completely rational 

In terms of methodology, for debt we typically would want to see that there is enough coverage 
as the first step - where you do an enterprise value make sure that a tranche of debt has sufficient 
coverage for a payoff. Then think about the various yields, so if it’s a debt instrument that was 
relatively recently issued you may want to think about a yield calibration approach. Where was the 
yield when they bought it or when it was issued? Is tied to a major index or a particular credit rating? 
How has its own credit changed over time? Making that type of adjustment and doing a DCF based 
upon that type of yield calibration.

When something’s a bit further off, you may want to develop a shadow rating or use an off the shelf 
product from Moody’s or S&P, or use some standard ratio.

PANEL SESSION: 
PRIVATE DEBT VALUATIONS

Private debt methodologies appear less well developed than those 
for private equity and real estate  Ian Blance, Voltaire Advisors

“…from the outset, it is important to understand the investment thesis. 
Keith Smith, Empire Valuation Consultants

Ryan McNelley (RM) - I would concur with Keith.  We spent a lot of time looking at the original 
transaction trying to understand the context and questioning whether it was an arm’s length 
transaction done at fair value or whether it was an off market deal. We apply a higher threshold of 
proof if it wasn’t an arm’s length transaction.

For fair value the key points are the market view as well as thinking 
about the exit possibilities. Larry Freundlich, KPMG

Continued overleaf
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KS – That approach tends to work for performing loans, but when you’re dealing with nonperforming 
you really have that look at the underlying collateral which gives you some idea of what the overall 
value would be. Then look at recovery scenarios (for instance, we have some clients will actually just 
buy the debt and then go after the underlying real estate) and also take into consideration the other 
stakeholders.  

We’re actually getting into a scenario analysis and assessments of payoff probabilities. What we do 
is sit down and talk with management on their assumptions and then collect market data or market 
indicators that would either support or not support the specific outcomes and probabilities of 
payoffs that they have provided.

IB – That’s an interesting point. Coming, as I do, from the perspective of publicly issued debt 
valuation, here there is very much a hand’s off approach from the investor. What I am hearing from 
you folks today is that, in private debt the investor has a significant involvement in the process. 
How does this fit with independence of the valuation provider?

RM - I think what we’re all talking about here are situations where we’re valuing instruments that 
have nothing really all that comparable – private direct lending where this is one issuer and one, 
maybe two, lenders. They don’t trade at all and all the terms and conditions are negotiated in a 
bespoke transaction – specific covenants, specific to the company and the investment thesis, with 
features that are often unique to the loan in question.

Meanwhile there is no private debt index - that just doesn’t exist, obviously because it’s private. 
There are some syndicated loan indices and bond indices, but those are not the best comparison 
because their constituents are structured under different contexts and designed to be traded. I 
suppose this is why there are people like us on the stage because we have to use judgment. 

So your question was about governance and I would say that there is no way to remove the 
investment manager from the valuation process. The nature of the transaction means that there 
are so many disclosures and unique features, you need to get the investors input. This is especially 
so in distressed credit where you know from day one that there’s going to be a recovery strategy 
requiring a lot of negotiation and potentially litigation.  

There’s no way to do this without input from the manager, but that said, it behooves us as 
experienced valuation firms to exercize a degree of skepticism and a sense of integrity where we 
take on board what the manager says but apply our independent judgement to come up with what 
we think is an appropriate value.

PANEL SESSION: PRIVATE DEBT VALUATIONS (CONTINUED)

…it behooves us as experienced valuation firms to exercize a degree of 
skepticism. Ryan McNelley, Duff & Phelps

IB – Obviously, the more complex the transaction the more difficult this becomes, right? 

LF - You now have a large number of features ranging from PIK’s, convertible, callable, mandatorily 
redeemable, or convertible into different types of shares. There may be a complex capital structure 
with various kinds of debt senior to the deal and you have to try to figure out what will be matters 
and in your particular case.

IB – Is there any kind of standard, or each one a unique case?

KS – I don’t think that there are any standard cases for debt, there are general ones for equity, but 
the debt types are primarily the types we’ve been talking about here. I think that the most important 
differential is between performing debt’ where you’re really dealing more with yield type analysis, 
and non-performing or distressed deals, where you’re doing more of a recovery basis.

In this case if you set up a model in the first place with the payoffs and probabilities of the payoffs 
then it becomes easier as time goes on and as events change to make adjustments. A lot of the 
upfront work initially is just setting out the framework.

IB – What kinds of tools do firms use for this process? Are they all in house models?

JB – The approach of creating a synthetic credit rating does typically involve an in-house model. 
These models use the inputs from the issuer to come up with a rating that can then be benchmarked 
against observed public issues with the same rating. Once a rating and yield are determined, the 
DCF calculation is pretty straightforward.

One of the big challenges is where to obtain appropriate benchmark yields. As mentioned, for 
private debt there is often not a directly comparable observable instrument that trades frequently, 
and so we also try to get data on new issuance, for instance from BDC’s (who are some of the 
largest issuers of private debt). As is the case with private equity, just because you don’t see 
secondary market trades for private debt, that doesn’t mean that the fair value should not change in 
line with the overall market.

IB – Looking at market data, it is sometimes difficult to get enough to be able to adequately value 
even publicly issued debt. For private issues, is this event more of a challenge?

RM – Yes that’s correct. I think that there is a move afoot to put better standards around private 
debt valuation, which is why I am pleased that most of us on the panel are in accord when it comes 
to some of the methodologies used. Let’s be honest, valuation standards across the industry are 
sometimes not as robust as we all expect, and it is good to see organizations like the AICPA in 
the US and AIMA and InvestEurope in Europe looking to put out more guidance on private debt 
valuation standards.

IB – We have talked a little bit about distressed debt already, but are there any points that we 
specifically need to highlight here?

LF – Yes, when we get into deeply distressed scenarios we are really looking at different types of 
recovery probabilities and are a long way from considering yields.

KS – The key thing with distressed debt is to value the underlying collateral and then consider how 
the various stakeholders will be dividing up their stakes. 

IB – If we now look at consumer lending, this is the real Wild West, right? It must make regular 
private debt valuation look positively robust in comparison!

JB – Yes, we have seen some clients get involved in consumer loans and peer to peer lending. 
Here we see a deployment of some of the techniques used for pooled vehicles, such as estimating 
defaults, prepayments, etc. The loans are mostly unsecured with consumer borrowers and we 
frequently take a portfolio level or pool level approach, rather than an instrument level approach to 
valuing these debt instruments.

Continued overleaf
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KS – That is a good point that we haven’t touched on. When you have a portfolio of loans you can 
segment this into those large ones which have the most influence on value. In a perfect world you 
want to value every single asset but usually what happens in the end is an analysis of what’s the 
most significant value drivers which have a lot of potential for moving the value of the portfolio and 
focus on those versus spending too much time on those which do not have a material influence.

Audience Question – What happens when the manager and the valuation firm come to a widely 
differing conclusion on the value of a holding? Do they just side pocket it?

KS - The only case where I ran into that was for a non-material assets, but we would hope that 
the data we are providing to support our valuation would help to reconcile the difference with a 
manager. At the end of the day though, that is part of our independence and part of the service that 
investors are paying for. If we state that the value imputed by the fund manager is outside our range 
of fair values, we say so.

RM – Ultimately, the manager is responsible for their NAV. It is not uncommon when looking at a 
portfolio of 20 loans, for us to initially be out of range in 3-5 of these. It is then important for us 
to discuss these and see why these differences exist and whether there is something we might 
have missed or something they missed. However, we still may end up with 1 or 2 where we simply 
can’t agree. I don’t think that side pocketing is the answer in these cases, but that depends on the 
situation.

JB – Putting on my audit hat, I observe difference in practice here. Some firms largely determine fair 
values using an internal function and consider the third party to serve as a check on management’s 
process. Other firms want to completely outsource the valuation process. Best practice falls 
somewhere in between the two extremes. Management cannot absolve themselves from the 
process, as they are ultimately responsible for financial reporting. On the other hand, management 
cannot just ignore the independent third party indications of value.

It is best practice to have a documented process for reconciling these disputes, since your audit firm 
will need evidence to be able to state that the concluded value is reasonable. One suggestion is to 
establish an independent valuation committee with senior level representation.

PANEL SESSION: PRIVATE DEBT VALUATIONS (CONTINUED)

Audience Question – Does it happen that funds go ‘shopping’ for the valuation they want to see 
amongst different valuation firms?

LF – There will always be differences of opinion on this between different appraisers, since there is 
a lot of judgement required in the process. Whether funds go ‘shopping’ to get the right result, I am 
not so sure. Auditors would certainly notice if one firm was used one year and another the next, and 
there were constant changes of valuer. 

JB – Yes auditors like to see consistency in the valuation process. That doesn’t mean that inputs, 
methods and assumptions cannot change, but this needs to happen within the context of the stated 
policies and procedures and within the agreed upon process.

Management cannot absolve themselves from the process, as they are 
ultimately responsible for financial reporting. Justin Burchett, BDO

RM – I think that this is common in Level 2 assets, where they may be a range of broker quotes out 
there and it is easy to dismiss the ones you don’t like. In terms of Level 3 assets, there is a cost to 
perform the valuation and it is unlikely that a manager would pay for multiple valuations and then 
choose the one most suitable for them. Where it could happen is in the onboarding process, where 
a range of questions get asked during the pitch for business. You can usually see from the questions 
that the manager is looking for a valuer who sees things the same way as they do.

This is where integrity comes in. Investors want to know that the deployment of a third party 
valuation firm is part of a credible process, not just a rubber stamping exercise.  

IB – To finish up I would just like to give all the panelists the opportunity to gaze into their crystal 
balls and give us a flavor of what we can expect in the future in terms of private debt valuation.

LF – It is really a balancing act between running all the analytics and understanding how the real 
market for this works. I feel that maybe we have swung a little bit too far towards the analytics, and 
maybe in the future we will move back towards a more transactional view – at what level would this 
instrument really transfer ownership?

KS - I think that the key thing is to think about the overall story of the investment, and how the 
numbers tie in to the story and that really goes back to the thesis aspect that we talked about 
initially

JB – I agree, one theme of today’s panel is to first understand the investment context: for example, 
why the private debt investment was made.  It is also important to know the role of the investor 
holding the debt instrument – are they going to be driving future developments for the enterprise 
(control), or are they merely along for the ride (minority stake).
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Marine Cole (MC) – The SEC has been scrutinizing the private equity 
market for some years now. I would like to ask the panel about the latest 
thinking on PE valuation coming from the SEC/AICPA working group?

Chris Franzek (CF) – Yes, the working group is looking to get us some guidelines on private equity 
valuation later this year to try to make some sense of the hugely varied practices in place now. 
However, the group recognizes that there is judgement involved and has been careful not to produce 
a ‘one size fits all’ recipe. What the 800 or so pages will contain, however, is a huge number of 
worked examples, especially for situations where there may be some fundamental differences of 
opinion between audit firms, valuation firms and investors.

Fred Betz (FB) – What I have found interesting reading some of the drafts is the discussion of the 
pros and cons of the various methods. This will address a number of the sticking points referenced 
between audit firms and valuers. There are a couple of other interesting things. There is a discussion 
on calibration and there is also a focus on the exit values for market participants.

MC - What are the key issues to be considered for PE fund valuation policies and procedures?

FB – We are seeing a huge focus on this now. I think there are three kinds of categories we look 
at when we are dealing with valuation policy – governance, process and the technical aspects of 
valuation. 

In terms of governance, we look the level of independence in the process, the role of compliance, 
the involvement of the deal team and whether there is a strong valuation committee. It is all about 
having a robust governance framework in place as a start point. Looking at process we consider how 
does the valuation get started, who does what, how does it work from start to finish. Finally there is 
the specific technical issues associated with valuing certain asset classes. This is where the AICPA 
work will fit in.

CF – We have yet to see a valuation policy that is perfect and it is recommended to revisit these at 
least every year. You need to look at things like have we moved into a new asset class that the policy 
doesn’t cover? They should also be flexible enough to ensure that doing the right thing does not put 
you in violation of your own policy.

FB – Yes, make sure that you do what you say you are going to do. The first thing the SEC will look 
at is whether you are conforming to your stated policy, and by doing this you are at least one step 
further away from getting into trouble.

Travis Harms (TH) - One of our first exposures to this market was eleven or twelve years ago when 
we were retained by a client who had run afoul of the SEC. They called us to come in and help them 
defend what they had done. At the time criminal charges were still very much on the table and few 
things concentrate the mind quite so much like a pending jail sentence! One of the attorneys we 
were working with said that the only thing worse than not having policies or procedures is having 
policies and procedures and not following them. 

That comment has stuck with me and I think that’s a good caution, especially when you’re in the 
policy and procedure drafting phase where there can be a good bit of enthusiasm to really get  
on top of things. There is a danger of over specifying and effectively setting a standard that you 
can’t meet.

PANEL SESSION: 
PRIVATE EQUITY VALUATIONS

The SEC has been scrutinizing the private equity market for some 
years now. Marine Cole, Private Equity International

The only thing worse than not having policies or procedures is having 
policies and procedures and not following them. Travis Harms, Mercer Capital

Continued overleaf

MC – What are the main considerations when valuing investments in venture/early stage 
companies?

TH - The first panel this morning was talking about private debt and the ranges of opinion and 
reasonableness about what an appropriate mark is for a given debt instrument might be. As we 
move to private equity that range probably expands a little bit and then as you move within private 
equity to venture and startup phases that range probably widens out even more.

A lot of that stems from a lack of historical information available with a more mature company, 
where on the big questions are:  Do we have a good cash flow forecast?  Have we developed a 
reasonable WACC?  Are we getting the right market comps so we’ve got good multiples of EBITDA? 
and the like. Instead, with venture investments, you’re focusing much more on what are the potential 
exits for this investment eighteen months to five years down the road and whether that might be 
through IPO, or sale to a strategic, or in some cases sale to another financial sponsor. Establishing 
reasonable parameters around those exits is challenging not only with respect to the magnitude - 
where you can only imagine the challenge associated with establishing what the company could IPO 
for in three years - but also the timing and the probability of various exits and also the dilution that 
will occur between the measurement date and that eventual exit. I think those are the primary inputs 
that are unique to the venture side of the private equity space and a lot of the work that goes into 
supporting fair value measurements here relates to really nailing down and establishing these inputs.

Keith Smith (KS) – Looking at market data to support some of these parameters, outside of some 
sectors such as biotech it can be tough to find appropriate data. This means that you are frequently 
relying on either future forecasts or third party transactions in securities of the firm. Using a DCF 
approach here will mean that you can pretty much get whatever number you want! You are making 
an educated guess with the data you have.

TH – I think that this heightens the importance of calibration to the analysis. In other words you 
know you’re trying to find those anchors at which you can say that on this date we know that this 
security transacted at this price. Now our measurement date is six months after that, so what has 
changed at the company, in the markets generally and among the peer group.

KS - Exactly. You can look at trends in the market but these tend to get subsumed by company 
specific events very quickly. There is a lot more judgement involved here than with, say, debt 
instruments.
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TH - And while calibration is a critical part of measuring the fair value of venture companies, 
unknown variables remain. For example, you may be able to point to a calibration event on a date 
with the value of forty, but what you don’t know with specificity is whether that price was eight 
times five or four times to ten. This has a huge impact when rolling forward, so you need to be 
sensitive to the variability and that it’s not always as straightforward as it might seem. 

MC – So does this mean that we are seeing greater discrepancies between valuations and the 
clients view? If so, how do you address that?

KS – Most of the differences I have seen have been based on calibration points, and that point 
is probably the best data if it’s an independent transaction - I think everybody is pretty much in 
agreement on that. Depending upon the complexity of the securities there can also be issues related 
to this.

TH – The other thing with these types of investments is that things move very quickly relative to 
more mature companies. 

FB – One area where you can get disagreement is where there’s a down round where calibration 
sometimes doesn’t work and it is better going back to a fundamental analysis.

CF – I think that most private equity funds are doing a decent job on fair valuation. If anything, they 
are probably erring on the cautious side. With venture funds, however, who get a number of SEC 
exemptions, we think that the main thing they exempt themselves from is fair valuation! We find that 
they either tend to stick to the value at the last round of financing, or if they have moved away from 
this, then it is because their auditor has told them that they have to use OPM.

We as a firm have taken a firm line on OPM, believing that it is not the right approach and that it 
systematically undervalues equity interests. However, we can see why the audit firms suggest this. 
The VC firms have generally done a poor job in explaining how they arrived at a value, and the audit 
firms would like to see an approach that is repeatable and documentable.

PANEL SESSION: PRIVATE EQUITY VALUATIONS (CONTINUED)

You can look at trends in the market but these tend to get subsumed 
by company specific events very quickly. Keith Smith, Empire Valuation Consultants

I think that most private equity funds are doing a decent job on fair 
valuation. If anything, they are probably erring on the cautious side. 
Chris Franzek, Duff & Phelps

MC - What are the main considerations when valuing investments in companies with complex 
capital structures? And what do these capital structures look like?

KS - I think that this probably comes back to the OPM issue that we have already talked about. 
One of the practical issues with the OPM as you think about the exit on the securities is that it 
rarely looks at the reality that either there is going to be some kind of dilution or you may get back 
nothing.

The OPM provides a useful tool for relative values, but I think that there are some theoretical issues 
in terms of what sort of the assumption are behind it.

CF – OPM depends on normal distribution of returns, and in most of the situations we are talking 
about, returns are not normalized. Also, with only a limited number of possible variables it very 
difficult to calibrate the model for changes in the firm’s business.

TH - I think the allure of the OPM both from a valuation specialist perspective, as well as for auditors 
- perhaps especially for auditors - is that it’s more structured and input driven. You know there are 
only a handful of inputs so we can audit the structure and then audit these two inputs and then we’ll 
be done. 

The irony at the heart of Fair Value measurement is that while we’re so focused on market 
participants assumptions, with regard to the OPM that’s just absolutely not a market participant 
technique.  No one would actually look at it that way.  With the PWERM, for instance, while you’re 
making more assumptions you are at least making the types of assumptions that market participants 
are also making so you can have an informed discussion with your client about what are these exit 
alternatives.  

By way of example, Fidelity has made some venture investments in selected funds, and in their 
public reporting they do not distinguish the value of investments from C, D or E rounds – there is 
one price - so they are not recognizing the different economic rights and preferences in their fair 
value reporting. That is certainly different from the perspective that we often get from audit firms so 
it’s it was curious to me as to how they navigated that process.

KS – I think that when your way in the money on those options, they are all about the same value 
anyway, which could be what was happening in this case. 

FB – As a firm we take a very pragmatic approach to this.

MC – What are the key calibration metrics in PE valuation?

FB – There are several key metrics and I think of it as a process. At origination we would go through 
all the aspects of the transaction and the investment thesis, and then calibrate all the valuation 
methods against the origination price to see if it supports their value. There’s a pretty high bar of 
that you have cross for it not to be at fair value on the transaction data, but you need to go through 
the process and ensure that whatever method you use going forward supports the valuation on the 
deal date.

We then lay out a valuation page with all the key metrics and track how those change over time and 
whether they support the investment thesis or not.

CF – The investment thesis is very important here. If the management plan is to take a company, sell 
off a bunch of assets and add a bunch of new ones – effectively creating a new company – then we 
need to recognize that calibration at origination is an exercise in futility. We need to recognize that it 
doesn’t work in all cases.

FB – Yes, this should not be set in stone. Calibration might work initially, but may need to be revised 
during the time of the investment.

Continued overleaf
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MC - How much should a deal team be involved in the valuation process and at what stage?

TH - I think in a lot of this goes back to what Fred had mentioned earlier about your policies and 
procedures really being organized around governance process. The deal team is going to have the 
best information on the transaction and on the investment, so I think it would be foolish to write 
them out of the process. That said, the deal team will have drunk the Kool-Aid on the deal, they are 
excited about the deal, and they may not be bringing a market participant perspective to bear in 
what they’re telling you about the company. So it’s important I think for the valuation specialists to 
just have an appropriate level of professional skepticism and filter to recognize that what they’re 
telling me about the transaction is from their perspective and that may or may not reconcile 
very well with a true market participant perspective and may not be appropriate for a fair value 
measurement.  

The investment thesis is certainly an important part of understanding the deal, but as time goes on 
as I have reminded clients before, your investment thesis is not necessarily fair value. You need a 
valuation file that says something more than the managing director said this - you need to be able to 
correlate that to observable things going on in the broader market.

Also, if the fund is of sufficient size and has an internal valuation function, it is important that it has 
credibility and that the deal professionals give it some measure of respect. Having someone that is 
senior to them on the org chart with visible responsibility for the valuation process can really help. 
Obviously, the fiduciary responsibility to measure fair value is the board’s and they can’t outsource it, 
so in one sense that’s always the case, but at a more practical level I think sometimes the deal team 
doesn’t necessarily appreciate the gravity or the significance of the fair value process.  

MC - What is the main market data requirements?

KS - It really depends upon the specific industry and where you are in development. Early on there’s 
not going to be a whole lot of data and a lot of the valuation information is going to be based on the 
transactional details. As a company matures and there’s more identifiable track record on revenues 
and milestone, there is more data available to compare to.

The ongoing provision of this data can actually represent an additional value add to investment 
funds, especially those who run a lean shop. Think about it as an ongoing re-underwriting of the 
investment. A lot of work goes into this at the start, but it is worthwhile revisiting these assumptions 
during the life of the deal

MC - What are the key audit issues and findings in your experience?

FB – I have a list! But highlighting the main ones, the first is blind automation - we have a tool and 
we use it, even if it not the most appropriate method. The next is answer driven analysis – where the 
facts are manipulated to provide an answer to an audit question. One I see a lot is funds being very 
conservative in valuation, rather than embracing the fact that fair value is fair value and should be 
going up and down during the life of the investment. Funds should take a write down as much as 
they take a write up on a transaction, but we know how that works!

Lack of involvement of deal teams, poor valuation policies, disregarding of wider valuation trends, 
inappropriate use of book value of debt, a whole lot of difficulty around ‘unicorns’ – it goes on!

We see a lot of funds being very conservative in valuation, rather than embracing the fact that fair 
value is fair value and should be going up and down during the life of the investment. Fred Betz, 
KPMG

PANEL SESSION: PRIVATE EQUITY VALUATIONS (CONTINUED) MC – I would like to ask the panel now for their closing remarks.

TH – I think we are at an inflection point for portfolio valuation of private equity. I would point to two 
things – the AICPA guide coming out will be a landmark event for the profession, and at the same 
time the new CEIV designation and the accompanying mandatory performance framework that will 
really put some more structure around the valuation profession. I think that will do a lot to minimize 
the diversity in practice that we’ve seen today.  

KS - I think overall, it’s a challenging exercise and anything that brings more structure and 
agreement to methods is good. But we also need to recognize the role of judgement in the process 
and when you get to thinking that there is a simple formula for private equity valuation, you can get 
into trouble.

FB – I think that tax reform is going to be important, from both a valuation and operational context.
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Ben Elder (BE) - The World Bank estimates that between 60 and 75% of any nations wealth is 
held in its land and real estate. We’ve got a really important job in putting values to those assets 
so that other people can make better business decisions. The better the information that we can 
provide to decision-makers the better those assets can be used in the rounds. 

The first question I would like to look at is how professionalism is maintained in such 
a competitive real estate market. The standards around real estate valuation are well 
established and we operate within those bounds - probably more so than some of 
the other asset classes. We are probably the only independent party in many of the 
transactions that occur. How do we maintain this professionalism and this independence?

Mark Godfrey (MG) - I think it starts with having the right qualified people who have either the RICS 
standards behind them, a member the Appraisal Institute or state licensed professionals who by 
their certifications require them to be independent. You’ve got a whole level of ethics that they’re 
following away from the transaction separating them from someone who’s incentivized in the 
transaction and where they can give their honest opinion.

BE - It’s that independence in a way but then if that transaction party is paying the fees how’s that 
maintained?

MG - You must have a firm that stands behind you and really knows the markets that you’re in like 
the larger firms where there’s a diverse number of employees that are specialized in each one of 
these markets. I can have my opinion as a valuer but I can also go to our network of brokers and 
support all of our conclusions with individual data points, assumptions, pieces that make sense. It’s 
not just some asset manager who’s arguing with us that it must be higher or an acquisitions person 
must be higher, we’ve got the support that lets us really defend our conclusions.

David Eidman (DE) - When we’re marking on subsequent periods after the origination or the initial 
deal funding, the process can maintain a lot of independence nut that doesn’t mean that it isn’t 
collaborative. The investment managers themselves, the GPs, the portfolio managers can often 
provide a lot of great insights on the position itself that they may or may not necessarily document 
through the process or looked at the appropriate or relevant market benchmarks filled with support 
depositions. That’s when we can bring value to that process.

Keenan Vyas (KV): I would say within the industry itself not being afraid to collaborate amongst 
what we would say are typical competitors. Obviously in the valuation space you want the work from 
the clients, you don’t ever want to give jobs away, but you should demonstrate to your client that 

you’re not afraid to work with firms who are effectively your competitors in the market to try and 
get it right. Not being afraid to share information and work together when you need to.

MG - Collaborating even it’s not just between ourselves but also with the asset managers to 
understand their vision as well, because there’s a lot of assets that are transitional in nature, that 
are being purchased based on a certain set of assumptions, “We’re going to invest X, we’re going to 
change this use from here to there,” again, you can’t be accurate without give and take from both 
sides, without understanding the full picture.

BE - Do the standards which already exist in our area like IVS and the Red Book from RICS provide 
the framework for that co-operation?

MG - I think it does. It provides a very regimented framework the way you must document all your 
communications, all these points like that really help you maintain your independence and there’s 
guides to go back to if you question what you should do.

DE - Unlike private equity investments, in the real estate sector there’s a lot more governance, a 
lot more guidance as to appropriate methodologies and the applications thereof to the underlying 
asset itself. There’s less guidance available as it relates to how you take that value and might 
allocate it through a post promoter capital structure that includes a multiple tranche choices of debt 
and equity perhaps. There is some still disparity in practice however we do have a much greater 
abundance of guidance that could lead us to methodologies, approaches, assumptions etc.

BE - With the ever-present threat of the court case behind you, does that help maintain the 
independence of the third-party valuer in these processes. In other words, whose taking risk? 
Somebody might be paying the fee but who’s taking the risk?

DE - Well, as we’ll learn later at least in the US the SEC is increasing its focus on valuation, 
particularly as it relates to the overvaluation of assets. We try to certainly be mindful the regulatory 
or legal situation in the case, however ultimately the goal when we’re doing the mark-to-market 
work is to find that fair value of which there is a reasonable range in most cases. It does entail a lot 
of subjectivity and a lot of opinion and a lot of telling the story, but also in the current environment 
with greater focus on the documentation of those assumptions.

On the real estate side, there’s a lot of guidance on how we document that and what information 
was set forth which is extremely helpful. However, if there is a threat of a lawsuit that may impact 
some of the motivations behind the documentation, perhaps.

KV - I think after 2008, there were spats of lawsuits for property firms throughout Europe and a lot 
of firms learned the very hard way, maybe they don’t exist anymore of were gobbled up by other 
companies. Going forward, I think there’s a lot of care now. It’s not a situation anybody ever wants to 
be in again.

BE - Yes, absolutely. The structure of the standards are principles, they’re not rules-based because 
as soon as you produce rules then the market shifts and you can find that the rules are hindering 
the market.

KV - In my experience, it’s not even necessarily that the value was wrong. Let’s to be honest, 
especially in real estate these can be subjective since it can be a very emotional asset class. What 
we need to be able to say - I think we’d all agree on – is did the procedures and methodologies that 
we use make sense? Was it clearly outlined, “This is what we did.”? Or was there something that 
was skipped that was crucial to the overall conclusion? The numbers, you can always argue could 
it be plus or minus 10% since it is an estimate, but if we can’t demonstrate that proper care and 
procedures were followed that’s where people get in trouble.

PANEL SESSION: 
REAL ESTATE VALUATIONS

The World Bank estimates that between 60 and 75% of any nations 
wealth is held in its land and real estate. We’ve got a really important 
job in putting values to those assets so that other people can make 
better business decisions. Ben Elder, RICS
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MG - The key is following the steps to come up with the appropriate value and documenting what 
you did. There’s no number that’s bulletproof but you just do your job, you go through the right 
procedures and you can question a little bit of judgment but you’re not doing anything wrong.

PANEL SESSION: PRIVATE DEBT VALUATIONS (CONTINUED)

Continued overleaf

MG - From our perspective, whenever we set up a contract with the client we’re always defining the 
intended use and the intended user. We’re able to work through ahead of time how this is intended 
to be used. Now that doesn’t always mean that as we go down the path, these circumstances 
change and a whole new set of intended use and users are needed. We adapt and identify those - 
when we can, we service that need and when we can’t we say, “I’m sorry, you’ll have to go to another 
party to satisfy that.”

I think it’s just communication and engagement process that really lets you make sure you can take 
care of your clients.

DE - Certainly, appraisal standards require us to identify what we’re valuing and who the intended 
users are. There’s no question about that. When it comes to mark-to-market accounting, identifying 
the proper unit of account also becomes paramount. Are we marking at the underlying asset level 
or are we marking a particular equity position within that capital stack of a JV or SPV that owns a 
particular interest in the real estate asset. How you define the scope of the engagement can often 
define the account as well as the likely exit market.

KV: I completely agree. That’s one thing about the real estate industry - we have been doing this 
for a very long time. If you don’t understand the unit of account you’re not going to get anywhere. 
That’s something that some people could miss quite easily but again it’s usually quite defined.

BE - Do you think we are providing the information which our clients really need? Are we too keen 
on giving a number which is market value or fair value or an equitable value? Do you think clients 
might be looking for that extra amount of information from advisory service point of view?

DE - I think in terms of some of the clients that I’ve had exposure to, what we’ve seen on the course 
of the last 10 years is improvement of the process. They will leverage some of the information that 
we provide to them and incorporate that into the valuation of some of their other positions and 
improve their documentation on some of the positions where they’re not using external valuation.

KV - Not just on the asset pricing side of things too. I was here for a client December, and one 
question they asked me is where do we rank in terms of our internal procedures and processes on 
the scale of one to 10 compared to the other funds we work with. I was quite honest and told them 
“You guys rank three or four.”

The fact that we know what other funds are doing sets the best practice since we can advise on 
what they need to do to get better, and to be able to be more competitive. I think that certainly is a 
value add.

The key is following the steps to come up with the appropriate value 
and documenting what you did. Mark Godfrey, CBRE

DE - The documentation can become the key in all this process. We have many money managers 
who we work with who have very reasonable reliable indications of value that would be defendable. 
However, what they’re failing to do is document why their cap rates are reasonable, what market 
benchmarks or third-party evidence they see that is consistent with some of the market participants 
and very well supported.

There’s plenty of evidence out there and we can observe cap rates and yields in the marketplace to 
a certain extent. We can find price per square foot. Sometimes for alternative investment managers 
they’re utilizing those assumptions but they’re not documenting it. They’re not proving that they’ve 
looked at these market benchmarks and that’s where external service providers can provide 
additional support.

BE - It is not being scared to put an uncertainty assessment into the process, isn’t it? You’re 
making those judgments but articulating how certain those numbers are. Just for example, 
following Brexit, suddenly we moved from a known area to an unknown area. The comparable 
evidence was before the event and all transactions stopped on the next day - just when all the big 
funds moved to weekly valuations. 

As a valuer how do you deal with that uncertainty process?

KV - After Brexit, we saw many things being done that didn’t make any sense to me. The referendum 
was the 23rd of June and a lot of funds had to report 30th of June numbers. RICS came up with a 
pretty good statement saying just to wait and  see, let transactions transpire.

Talking to other valuation firms, we saw people taking five percent premiums to five percent haircuts 
and everything in between. It was kind of a mess.

Now we’re sitting here in February 2017 and a lot of people feel quite foolish about those initial 
overreactions. They jumped to conclusions and started really playing with numbers. Unless you can 
actually prove that that five percent haircut makes sense I’d be really hesitant to just start doing 
things like that. I think the uncertainty in the market can cause an overreaction and people might do 
things that seem foolish in hindsight.

BE - My next question is whether valuers provide the right information to clients. One of the 
key areas both in the IVS in the RICS standards, is understanding your clients purpose for the 
valuation. Unless we can understand the purpose then we can’t provide the right information. Do 
you find it a challenge in establishing the purpose of the valuation in more complex funds?

DE - We see many funds allocating more resources towards the valuation process under regulatory 
scrutiny and due to LP encouragement, it’s been great to see, whether those resources are in-house, 
through maybe more personnel dedicated to the valuation process or through use of multiple 
external valuation providers. It’s been a nice trend to see in the industry.

MG - We’re seeing more participation, even if we’re not providing full reports. More requests coming 
back to us for support of their internal opinions with data points, or trends. We’re not giving an 
opinion but we’re helping them form their own opinion and document this.

The fact that we know what other funds are doing sets the best 
practice since we can advise on what they need to do to get better, 
and to be able to be more competitive. I think that certainly is a value 
add. Keenan Vyas, Duff & Phelps
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BE - That leads me to my next question about the challenge of creating appropriate internal 
mechanisms and where we need the external touch points to bring validity to the process. That is 
the real key, and is what the regulators are looking for.

MG - I think it must start with independence again. It keeps going back to that. You must have 
someone internally who has enough separation from that asset and enough control over the asset 
manager that they can accept a free and clear evaluation without pressure.

BE - One would hope that should secure the value in the market place of that fund? I don’t think 
we’re there yet.

MG - Right. I think that’s there’s still some gray area in how they get from the independent number 
to what they report.

BE - From the real estate side, the reporting process is quite clear in the standards that is 
acceptable to take client information and adjust your valuation but you must be able to 
demonstrate why you’ve made those adjustments. This must be a part of the reporting process.

DE - I think it’s trending that we’re seeing less money managers using two inputs to determine where 
their NAV should be! They are putting together more comprehensive analysis that could lead to 
more dependable, reliable and credible values for their positions.

BE - Moving on to more methodology type questions now. How valuable is the cost of approach 
valuation? Perhaps looking at international funds where this approach is still the predominant 
method in a particular country. Do you find that a challenge?

DE - If we see a fund holding at cost over an extended period, that’s clearly a red flag. However, 
generally speaking, if the cost basis was founded in a third party negotiated transaction that recently 
occurred and there has been no material events, certainly cost kind of be a reliable indicator value.

However, we encourage the use of at least one corroborative methodology such as the income 
approach or the market approach to provide some added substantiation. 

KV - Yes. I completely agree. We never want to see somebody say we’re holding this investment 
at cost. That’s not to say that fair value might not be approximate to the cost. But we’d like to see 
whether there’s some diligence around that, how do you get to comparables, how do you look at the 
market transactions.

MG - Yes, cost can be spot on and cost can be wrong!

DE - Another question at least over the past few years when asset values have been appreciating 
is when do you recognize the gain? Certainly, there’s a debate whether you defer the gain and 
recognize the loss or whether that doesn’t necessarily conform to fair value standards. Obviously 
when you’re working in a fair value world, you need a fair value.

BE - My next question is around DCF and some of the implications that occur at the current time 
particularly in a world of negative interest rates. I guess you guys are going to say it’s one of the 
methods which we adopt and depends on the asset?

DE - Certainly, it’s a preferred approach. In many cases I am looking at DCF often becomes the 
reliable or the most credible indicator of value.

PANEL SESSION: PRIVATE DEBT VALUATIONS (CONTINUED)

Continued overleaf

Also, there’s consistency in methodology, consistency in approach and consistency of disclosure in 
terms of level three fair value inputs.

KV - For most investors and properties it would be the preferred method. Obviously it can be the 
crystal ball exercise, if you’re trying to predict what rates and inflation will be over a 10 year holding 
period, but if you can always take it back and try to just keep in mind what the investment is. Try to 
mimic to the best of your ability what the actual business plan and asset management plan is with 
that investment. Then you’ve done 90% of your job already.

MG - Yes, I agree the DCF is what we use for anything aside from multifamily probably. It’s unique in 
that it lets you address each individual circumstance. You can address a certain tenants’ likelihood 
of rollover, you can address how you think rents are going to change in a certain year, how taxes are 
going to change, etc.

DE - When you’re striking an NAV in equity position in a highly leverage commercial real estate asset 
and you’re using a current cap rate, a change in that rate by 50 basis points can literally have a 50 
or 100% swing. Is that extreme level of volatility appropriate or not? Maybe, it’s hard to tell without 
looking at the facts and circumstances specific to the valuation. However, with the DCF perhaps you 
can negate some of that noise if it’s appropriate and consistent in fair value of course.

BE - Again, it’s one of those judgment calls that we must make. The methodology of DCF allows 
you to articulate that point clearly. It’s what helps that process, is that a fair summary?

DE - Yes, if the inputs are again supported using market-based evidence. An asset managers 
plan to reposition a property certainly can be one indication of the right set of cash flows to use. 
However, to the extent that there is a disconnect between how other part market participants 
or other developers or other asset managers may look at that type of position, those need to be 
documented, reconciled and explained.

KV - It’s okay to have sensitivities as well. One thing that we do a lot of is we try to sensitize the 
analysis as much as possible in a what if scenario.

BE - We have talked about documentation and transparency and what we are all saying is that 
it is essential that another qualified valuer can pick up your file and follow your thought process 
through to how you’ve got to your conclusions.

DE - Yes, it’s hard to imagine SEC coming in and questioning whether six and a half percent is 
the right cap rate! What they’re looking for is, do you have an investment policy in place, are you 
following that policy. Are you adequately documented and are you not simply ignoring market 
indications of value that may disconnect from your NAV or from your estimate of fair value? 

BE - There are lots of good valuers out there, but sometimes we don’t record our thought process 
because it is integral to what we do. Do you find that perhaps a challenge with some of the new 
recruits?

MG - Yes, absolutely. We’re constantly bringing up new people within the industry. We have just 
such a large network of appraisers, we need to have new blood all the time and getting them to 
document everything - every contact that dictates an assumption or where you’re given any kind of 
guidance from someone - you just have to have that record-keeping role. It very defined here in the 
US what you need to keep track of and educating our staff as to what’s necessary and how to do 
that properly and efficiently is important.
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BE - Do you think that’s the same for some of the smaller firms?

MG - I’d like to think it is. There’s always going to be flaws somewhere. As a valuer, you know so 
much about what’s going on in the market you might not always make that notation in terms of your 
thought process. Not having a reference if you’re audited is a problem. You need to keep that log.

DE - Documenting it and explaining the why. That’s a weakness that we’ve seen in a lot of places. 
The story may very well be there but it isn’t very well documented.

PANEL SESSION: PRIVATE DEBT VALUATIONS (CONTINUED) DE - In the US for registered investment advisers, we know the SEC is out there collecting data 
processes and procedures as it relates to fair value estimates and the striking of the NAVs and we 
anticipated that there is going to be more regulatory, scrutiny and hurdles and, you know, where 
that process will take us it’s hard to tell just there’s obviously been some more high-profile cases 
in the news over the last few years as it relates to establishing for a value. We’ll learn more about 
that shortly but we don’t see that phenomenon going away whether it’s on a commercial real estate 
position or on a private equity position or otherwise at any time soon.

BE - Thank you gentlemen. To sum up about the regulatory framework, we’ve heard about the 
CEIV credential and RICS have been involved in creating that process which we think it will be 
international. It is focused on the US at the moment but with the number of US firms operating 
elsewhere, we see it as a global requirement. We also think the mandatory performance 
framework (MPR) which is part of that process will affect all valuation.

MPR is focused on this particular area of financial reporting but I can see the first court case with 
a bright barrister on the other side on a tax case or some other mortgage case or securitization 
process turning around and saying, if you’d apply the MPR, would your number have been 
different? If you say, yes, then you won’t have acted professionally and if you say, no, you’re  
going to have to explain why. I think it’s going to have a really big impact across the valuation 
sector world.KV - I’d say, based on my work experience both in the US and in Europe it depends on the 

geography as well. The US is pretty advanced from a regulatory standpoint in the real estate 
valuation space. You’ve got use path which obviously provides all the guidelines of how these 
reports is supposed to be written but also you’ve got the state certification process for appraisers 
and signing reports. That’s not necessarily mimicked elsewhere in the world, believe it or not. 
Germany is quite far ahead and UK’s is probably more comparable as well but there are some 
markets where it just seems like there is a huge lack of that kind of standard. 

BE - What do you folks think is going to happen to the regulatory space around real estate 
valuation? Do you see things changing?

KV - Well, speaking from a European I’m getting a lot of questions from clients about independence 
and objectivity. Interesting questions about the role the valuing firm and if they’re involved in other 
aspects for the client. If you’re providing evaluations for a client but if you’re also involved in the 
brokerage, maybe asset management, maybe the leasing, whatever, is there an inherent conflict 
of interest and then risk with that. There’s not really a regulatory requirement to have those tasks 
separated between different firms. That is a question I’m getting asked quite a bit recently. Is does 
that raise objectivity in independence issues.

MG - As CBRE we run into that all the time. We are investment brokers, debt brokers, appraisers, 
leasing, property manager - we cover all aspects of real estate services. To separate ourselves, we 
really have to decide whether this is a situation that we can truly do it in or whether we’re going to 
have some sort bias and as a firm – even if it is unintended. We have a lot of internal controls and a 
lot of looking down from above to make sure we’re handling that properly.

A lot of that’s dictated by our clients as well, there’s lending institutions that if we’re on any side of 
the deal besides the appraisal side we can’t participate. There’s clients that are happy or involved in 
the sale when they’re hiring us to hopefully get the deal done. We take those situations on based on 
whether we think we can be independent or not.

Documenting it and explaining the why. That’s a weakness that we’ve 
seen in a lot of places. The story may very well be there but it isn’t 
very well documented. David Eidman, Empire Valuation Consultants
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An objective valuation analysis has never been 
more crucial – or more necessary. Increasingly 
strict regulations now require companies to 
perform thorough and objective valuation 
analyses for a variety of financial and tax 
reporting purposes. BDO’s Valuation and 
Business Analytics professionals draw on a 
unique depth of experience across client sizes 
and industries. Backed by a vast array of both 
national and international resources, we’re 
able to scale and tailor our services to fit the 
unique needs of each individual client. 

In an environment where accounting 
regulations have become more challenging, it 
is imperative to retain a valuation professional 
that understands your business and can guide 
you through the complexities of the valuation 
process. Identifying the drivers of value in 
businesses, securities, and assets, both tangible 
and intangible, require the experience and 
knowledge that BDO Consulting professionals 
possess - whether your valuation needs are 
domestic or international.

BDO’s Financial Services Practice provides 
proactive assurance, tax and advisory services 
to our clients who range in size from start-
ups to large institutional firms with strategies 
utilizing venture capital, debt, commodities, 
derivatives and alternative investments – 
and include domestic and offshore private 
equity, hedge funds, registered and non-
registered investment advisors,  advisors with 
international operations, fund-of-funds and 
commodity pools. 
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Justin Burchett, CFA 

BDO 
100 Park Avenue  
New York, NY 10017

e: jburchett@bdo.com 
t: Direct: 212 885 7352

The practice services over 600 advisors 
nationwide with funds ranging from start-up 
funds to those with billions under management.

BDO USA, LLP, a U.S. professional services firm 
providing assurance, tax, financial advisory 
and consulting services to a wide range of 
publicly traded and privately held companies. 
. With a global network spanning more than 
154 countries, including our established and 
respected Cayman practice, BDO offers a 
“holistic and integrated platform” for managers 
with offshore operations in the Cayman Islands 
and other important jurisdictions should such 
services be required.

 
For more information, visit www.bdo.com

From merger & acquisition (M&A) valuations to regulatory analysis, BDO’s Valuation & 
Business Analytics (VBA) professionals utilize deep industry experience and specialized product 
knowledge to deliver financial services valuations and related consulting services tailored 
specifically to your business. Our professionals understand that regulated financial institutions 
and financial services firms typically face circumstances where a supportable and well-
documented valuation is critical. 

OUR CLIENTS

BDO KNOWS

VALUATION & BUSINESS 
ANALYTICS
FINANCIAL INSTITUTIONS

BDO’s Valuation & 
Business Analytics 
practice combines  
industry experience 
with deep asset-
level expertise in 
the areas of financial 
instruments, real 
estate and fixed 
assets to assist 
financial services 
companies with their 
specialized valuation 
requirements.

OUR PROFESSIONALS PROVIDE SPECIALIZED 
VALUATION & BUSINESS ANALYTICS SERVICES  
FOR FINANCIAL INSTITUTIONS

XX Commercial Banks

XX Investment Banks

XX Insurance

XX Asset Managers (traditional)

XX Alternative Asset Managers

XX Business Development Companies

XX Real Estate Investment Trusts

XX Specialty Finance

REPRESENTATIVE SERVICES

Portfolio Valuation
XX Financial instruments, (structured 

products, fixed income securities,  
over-the-counter derivatives)

XX Commercial and consumer whole  
loan portfolios

XX Non-performing or distressed loans  
and real estate-owned

XX Corporate security valuations: senior 
debt, subordinated debt, hybrid 
securities (convertibles, trusted preferred 
securities), preferred equity, common 
equity, warrants

Financing-Related Valuations
XX Loan and lease property appraisals

XX Fixed asset and real estate  
collateral valuations

Transaction Advisory
XX Purchase price allocation (tangible and 

intangible assets)

XX Fairness opinions

XX Pre-deal valuation due diligence for  
M&A or portfolio acquisitions

XX Transaction consulting services for the 
board of directors

Financial Reporting, Tax and 
Regulatory Compliance 
XX Goodwill impairment

XX Shared based compensation 

XX Valuations for tax purposes

XX Model validation (valuation, asset/
liability management, credit risk, 
regulatory capital)
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Duff & Phelps is the premier global valuation 
and corporate finance advisor with 
expertise in complex valuation, disputes and 
investigations, M&A, real estate, restructuring, 
and compliance and regulatory consulting. 
The firm’s more than 2,000 employees serve 
a diverse range of clients from offices around 
the world. 

Heightened regulatory concerns and vigilance, 
together with increased investor scrutiny, 
have led to higher demand for independent 
expert advice. Duff & Phelps’ Alternative Asset 
Advisory segment provides supportable, 
transparent valuations of illiquid, difficult-to-
value investments and complex securities to 
issuers, investors and regulators. 

We are the largest valuation firm in the 
alternative asset space and have valued the 
most diverse portfolio of complex alternative 
investment classes, enabling us to approach 
our clients’ alternative investment needs  
with confidence.

Companies look to Duff & Phelps as both an 
advisor and sounding board to provide  
them with independent and objective advice 
that enables them to make the most  
informed decisions.

Duff & Phelps also provides merger and 
acquisition, financial, tax, information 
technology and human resource due diligence 
to private equity and strategic investors. Our 
professionals’ help clients navigate all aspects 
of the investment cycle by focusing on value 
drivers and deal-breakers that are critical to 
investment decisions.

For more information, visit  
www.duffandphelps.com.
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Managing Director
Duff & Phelps 
The Shard, 32 London Bridge Street 
London SE1 9SG, United Kingdom

t: +44 (0) 207 089 4700 
w: www.duffandphelps.com
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Empire Valuation Consultants has strong 
experience valuing alternative investments 
on behalf of hedge funds, private equity firms 
and family offices operating in the US and 
Europe. Since 1988, we have valued (pre- and 
post-promote): 

• preferred and common equity, 

•  performing loans, distressed debt, NPL’s, 
CLO’s, CMBS, RMBS, and

• income-producing real estate investments

We have performed over 300 engagements 
on behalf of funds with $100mm - $1 trillion+ 
of AUM, with between one and 60 entities 
valued per fund per quarter. This work requires 
accurate and transparent analysis, often within 
tight timeframes. Our approach of using teams 
of analysts that remain consistent from quarter 
to quarter allows the process to flow smoothly, 
reliably and at reasonable cost. Empire is proud 
to have been chosen “Valuation Firm of the 
Year” by numerous organizations. 
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Empire Valuation Consultants 
350 Fifth Avenue, Suite 6115 
New York, NY 10118

e: XXXXXXX 
t: 212.714.0122

New York | Boston | Cleveland | Rochester | West Hartford
www.empireval.com

At Empire Valuation Consultants, we have the good fortune of 
working with many of the world’s top hedge funds and alternative 
investment managers. We have over 25 years’ experience delivering 
accurate, transparent and dependable valuations of illiquid equity, 
real estate and debt securities. Take advantage of our breadth of 
expertise to introduce valuation best practices into your fund. 

Some see a blueprint.  
You see an opportunity.  
We see its real market value.
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Economic and Valuation Services
Private Equity Valuation Services

This is where KPMG can help.
KPMG’s Economic and Valuation Services practice 
has a dedicated private equity team that provides 
support at all the stages of the private equity life cycle. 
Investment managers look to us for objective advice on 
portfolio valuations that can help to fulfill their fiduciary 
responsibilities because we offer deep industry 
and technical experience, strong relationships with 
regulators and auditors, global reach and consistency.

Our services
Our experience ranges from valuation challenges 
related to complex, multibillion-dollar global 
acquisitions to valuation assistance related to portfolios 
of investments. We can provide appraisals of entire 
businesses, equity interests, and specific assets, 
including real estate and complex securities.

Specific services include:

Portfolio valuations

 — Review of internal valuation methodologies and 
underlying calculations for individual investments or 
entire portfolios 

 — Mark-to-market support of thinly traded or illiquid 
securities and investments

 — Financial modeling and analysis of equity, equity-
linked securities, warrants, and options 

 — Valuation of receivables, loans, bonds, and other 
debt instruments as well as asset-backed securities 
and retained interests in securitizations 

 — Valuation of loan collateral

The changing economic and regulatory 
environment presents unprecedented 
opportunities and challenges for fund 
managers, portfolio companies, and 
investors. Today, the emphasis on regulation 
and independence adds greater complexity 
to fair value issues. This requires an 
objective, well-defined, and consistent 
valuation approach. 

KPMG has performed 
numerous complex 
valuations for 
fund clients with a 
combined enterprise 
value in excess of 
$100 billion.

Transaction-Related valuations

 — Pre-deal, pro forma analysis

 — Pricing analysis

 — Purchase price allocation – tangible and intangible 
asset valuation 

 — Annual goodwill impairment tests

 — Investment and transactional advice 

 — Restructuring/reorganization

 — Tax planning/structuring

Why KPMG?
When choosing an adviser, investors want a firm 
that has the technical skills and practical experience 
to provide sound, objective advice. KPMG has the 
knowledge, coverage, and trusted name you can rely 
on to help you meet your valuation needs throughout 
all stages of the investment life cycle.

We help meet your needs by:

 — Delivering advice from an objective point of view 
that can aid boards, auditors, and regulators to 
better understand investment strategies and 
results

 — Providing opinions of fair value through our 
years of experience, regulatory insight, and 
coordinated approach with other KPMG Audit, 
Tax, and Advisory professionals

 — Bringing consistency in methodology and 
adherence to U.S. and international standards 
from an organization that has a cohesive global 
network

 — Having extensive experience and leading 
practices from working with portfolio companies 
and other prominent investment firms

Contact us
Brian Bouchard
T: 212-954-4871 
E: bbouchard@kpmg.com

Frederick Betz
T: 212-872-7880 
E: fbetz@kpmg.com

Lawrence J. Freundlich
T: 212-872-6816 
E: lfreundlich@kpmg.com

The information contained herein is of a general nature and is not intended to address the circumstances of any particular 
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such 
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act upon 
such information without appropriate professional advice after a thorough examination of the particular situation.

© 2017 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent 
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 
Printed in the U.S.A. The KPMG name and logo are registered trademarks or trademarks of KPMG International. 
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No matter the market, we’ve been there.

Mercer Capital’s portfolio valuation advisory 
practice is rooted in over three decades 
of valuation experience. There is nothing 
markets can throw at you and your fund that 
our professionals haven’t lived through. For 
your most challenging marks, call Mercer.

 
Why Mercer?

•  Diversified valuation practice.  Mercer 
Capital values business interests for a wide 
variety of purposes. As a result, our portfolio 
valuation professionals don’t wear compliance 
blinders; our work in transaction advisory and 
related services keeps us rooted in markets 
and engenders the big picture perspective 
that many portfolio valuation processes lack.

•  Demonstrated expertise with hard-to-
value assets. An asset may be hard to value 
because of inherent structural complexity 
or because the relevant markets are choppy.  
In either case, we have the experience and 
technical know-how to model and value 
complex assets, including preferred shares 
in development stage companies, loan 
portfolios, convertible instruments, and  
other assets with unique attributes.

•  Deep industry expertise. From financial 
services to technology, manufacturing, 
distribution, and business services, our 
professionals have years of experience in the 
industries your portfolio companies operate 
in. We understand the markets, trends, 
transactions, and challenges that shape the 
value of your portfolio companies.

•  Experience in litigated contexts. Audit 
review is one thing; regulatory review after 
something unforeseen has happened is 
another. Mercer Capital has been the expert 
of choice in some of the most high profile 
portfolio valuation-related litigations of 
the past decade. There is no substitute for 
this experience. Our experience preparing, 
documenting, and defending valuation 
conclusions in high-leverage litigated 
controversies cannot be matched.

 
Get to know us.

•  Check out our blog. For weekly commentary 
on topics pertaining to fair value 
measurement, our Financial Reporting Blog 
is your one-stop source of information and 
insight. Click on “Portfolio Valuation” to read 
our prior posts.

•  Subscribe to our portfolio valuation 
newsletter, Private Equity Marks & Trends, 
for our quarterly roundup of market 
developments and industry news.

•  Try us out. Call one of our professionals  
to discuss your portfolio valuation needs  
in confidence.  Send us one of your assets  
for review, and we will let you know what  
we think.
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Travis W. Harms, CFA, CPA/ABV 

Senior Vice President 
t: 901.685.2120  e: harmst@mercercapital.com 

 

Jeff K. Davis, CFA 

Managing Director of Financial Institutions 
t: 615.345.0350  e: jeffdavis@mercercapital.com 
 
w: www.mercercapital.com

BUSINESS VALUATION &
FINANCIAL ADVISORY SERVICES

BUSINESS VALUATION & 
FINANCIAL ADVISORY SERVICES

Memphis | Dallas | Nashville

www.mercercapital.com
1.800.769.0937
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TouchstoneCRM is the smarter alternative 
to traditional CRM consultancy. Everything 
we do is designed to make sure you get the 
full value from your CRM investment. To us, 
Client Relationship Management is more 
than just software. It encompasses strategy, 
process, people and technology. We put the 
client at the core of our approach and build 
engagement solutions designed to create 
experiences that drive results. 

Specialist CRM Solutions for Private Equity

Capitalise on resources and talents of your firm

Working with leading Private Equity firms has 
equipped us with a deep understanding of 
the sector. Proven to help drive fundraising 
pipeline, manage deal lifecycles and provide 
insightful analysis across the firm our solution  
is best-of-breed.

In our experience, consistent CRM business 
processes and data management enable 
Private Equity firms to optimise their 
relationships with investors, referrers, existing 
and potential portfolio companies and 
intermediaries.
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Touchstone CRM 
1 Triton Square, London, NW1 3DX

e: moreinfocrm@touchstone.co.uk 
t: 0800 466 1024

Our scalable CRM Solutions for Private Equity 
enable you to:

• leverage ‘who-knows-who’

• manage the lifecycle of a deal

• qualify the value of relationships

• build profiles of potential investors

• manage the fundraising pipeline

•  automate the management information 
across deal flow, fundraising and marketing

• access all this information on any device.

Our solution for Private Equity is built on the 
market-leading Microsoft Dynamics CRM 
platform. We have tailored the proven power 
of this solution in building long-lasting client 
relationships across business functions to the 
specifics of the Private Equity and Venture 
Capital sectors.

CONNECTED INTELLIGENCE

CRM for PRIVATE EQUITY

Intelligence and connections are crucial to your success, but 
the knowledge you depend on is spread across your firm. 

With the right tools your firm can explore and leverage that 
intelligence to gain competitive advantage.

www.touchstonecrm.co.uk 
moreinfocrm@touchstone.co.uk 

0800 466 1024
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Validus is a leading independent market 
risk advisor, specialising in the alternative 
investment industry. We provide risk 
management and technology solutions to 
institutional investors and fund managers 
(Private Equity, Private Debt, Real Estate and 
Infrastructure) globally. 

We work in close partnership with our clients, 
providing a full end-to-end service to efficiently 
navigate risks such as fluctuating currencies, 
interest rates, commodity prices, and credit 
exposures. We further provide practical advice 
and outsourcing services to minimise the 
impact these risks may have on fund returns. 

We believe that the recipe for efficient risk 
management starts with identifying and 
quantifying risks versus fund KPIs (e.g. IRR) 
so that solutions for mitigating these risks 
can be tailored to idiosyncratic objectives and 
constraints. This can then be incorporated into 
our technology platform to ensure automated 
monitoring of changing market dynamics and 
underlying investment portfolios. If hedging 
is being considered, we use our extensive 
experience and skillset in this area to advise 
on the most optimal strategy that balances 
the required level of risk reduction with cost 
tolerance and liquidity capacity. Operational 
requirements are also highlighted, although 
most clients prefer to outsource this to a 
dedicated Validus team.
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United Kingdom 

Haakon Blakstad (Partner) 
Global Head of Commercial Development

e: haakon.blakstad@validusrm.com 
t: +44 (0) 1753 38 65 71 

Our service provides access to best practice 
risk management processes, and our resources 
(both in terms of specialised people and 
proprietary technology) provide tangible 
value-adds to a process that is time consuming 
and often requires constant monitoring and 
diligence. Furthermore, our extensive access  
to the market and its participants delivers 
insight and transparency that is otherwise  
hard to obtain. 

Validus has a diverse and highly experienced 
work force, with 13 different nationalities 
represented and 18 languages spoken. With 
offices in Europe and North America we advise 
on more than $90 billion of risk exposure 
annually, and our fund clients have combined 
assets under management in excess of  
$2 trillion. 

For more information, visit www.validusrm.com 
or contact one of the partners below:

FINANCIAL ADVISORY
STRATEGIC CONSULTING
RISK QUANTIFICATION AND MITIGATION
TACTICAL HEDGING SOLUTIONS
EXECUTION SERVICES
COUNTERPARTY MANAGEMENT
RISK MANAGEMENT OUTSOURCING

TECHNOLOGY SOLUTIONS
RISK ANALYTICS AND MONITORING
HEDGING EFFECTIVENESS AND MTM
STRESS TESTING AND SENSITIVITY ANALYSIS
INTERNAL AND EXTERNAL REPORTING

Please contact us for more information:

EUROPE NORTH AMERICA
119-120 High Street 401 Bay Street
Eton SL4 6AN, United Kingdom           Toronto M5H 2Y4, Canada
+44 (0) 1753 38 65 71 +1 416 646 0590 

We provide financial risk management and technology 
solutions to Institutional Investors (LPs), Private Fund 

Managers (GPs), and portfolio companies globally. 

With offices in Europe and North America we advise on 
more than $90 billion of risk exposure annually, and 

our fund clients have combined assets under 
management in excess of $2 trillion.

NAVIGATING MARKET RISK
CURRENCIES - INTEREST RATES - COMMODITIES - CREDIT

www.validusrm.com info@validusrm.com 

Validus is a leading independent 
market risk advisory firm, specialising 

in the alternative investment industry.

Validus Risk Management Limited is authorised and 
regulated by the Financial Conduct Authority in the UK

North America 

John Glover (Partner) 
Head of North America

e: john.glover@validusrm.com 
t: +1 647 557 1075 
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VENDOR PROFILES

We…
•  Provide bespoke advice to users 

and service providers tasked  
with valuing and overseeing the 
risk of financial assets;

•  Publish unique and acclaimed 
research and analysis into key 
aspects of valuation risk, and;

•  Organize important workshops 
and briefings bringing together 
regulators, users and service 
providers of valuation data, 
analytics and models.Voltaire

ADVISORS

To learn more about us  
or our service offering,  

please contact us:  
 

Voltaire Advisors  
14 Wall Street 

New York, NY 10005

 1-800-317-1932

 
Voltaire Advisors 

No.1 Poultry  
London, EC2R 8JR

0800 677 1694

 
e: info@voltaireadvisors.com  
w: www.voltaireadvisors.com

Special ists in Valuation Risk

Common sense is not so Common.
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Voltaire Advisors are specialists in Valuation 
Risk with deep domain knowledge of 
valuation methods, sources, data and 
processes not available to more general 
financial consulting and advisory firms. We 
work with a variety of clients in the valuation 
risk area, ranging from users and regulators 
through to vendors. 

 
Our team is composed of a cadre of highly 
experienced and seasoned executives with 
unrivalled expertise in the financial valuations 
industry. We believe that the repository of 
expertise, knowledge and competence enjoyed 
by Voltaire Advisors is unique in the industry.

 
Our services

We provide bespoke advice to service 
providers and end-users involved in the 
business of valuing and analyzing the risk of 
financial assets…

Our end-user clients benefit especially from our 
bi-annual private briefing program, in which 
we present the detailed results of our annual 
user survey and vendor research. In this way, 
valuations users get invaluable insight into what 
their peers are doing to resolve their shared 
issues, and updated intelligence into what 
the vendors have planned in terms of product 
development and strategy.

We also work with company Board’s and 
valuation operational teams within the firm 
to better educate them on Valuation Risk 
generally, and help to implement any changes 
required to ensure more robust compliance  
and best practice.

We publish unique and acclaimed research  
and analysis into key aspects of valuation risk…

Our annual Valuation Risk Handbook, 
incorporates a series of ‘state-of-the-nation’ 
articles on the valuations business and a 
comprehensive directory of firms involved in 
it, and our quarterly Valuation Risk Review, 
assesses the latest thinking on valuation 
regulation and services.

Our annual Valuations Risk Survey polls 
hundreds of valuations users on key issues 
related to their practical experience of 
valuation. The size and geographical breadth 
of the sample allow us to draw some important 
and illuminating conclusions about the  
practical business of valuation in financial 
institutions today.

 
We organize important conferences and  
events bringing together vendors and users  
of valuation data, analytics and models. 

In our Valuation Risk Forums, vendor’s 
panel review the latest issues in their part of 
the industry, and exhibit their products and 
services, for an invited audience of end-users.

 
Valuation Risk is inherent and unavoidable 
for many financial asset classes, and one can 
never eliminate the risk entirely. The main 
issue associated with this is how to recognize, 
classify and subsequently control this risk. 
Voltaire Advisors can help you achieve this.

Voltaire
ADV I SO R S

Ian Blance 
Managing Director 
 
Voltaire Advisors 
USA - 14 Wall Street, New York, NY 10005  
UK - No.1 Poultry, London, EC2R 8JR

t: 1-800-317-1932 
e: info@voltaireadvisors.com 
w: www.voltaireadvisors.com
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Voltaire Advisors

USA 
14 Wall Street, New York, NY 10005 

UK 
No.1 Poultry, London, EC2R 8JR

t: 1-800-317-1932 
e: info@voltaireadvisors.com 
w: www.voltaireadvisors.com


