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1. Introduction

European Central Bank Favours “European Valuation Standards” Over All Other Standards. 

After years of topical discussion about valuation standards especially since the EU Mortgage Credit 
Directive came into force on 20 March 2014, this Directive was finally transposed into Irish Law by S.I. 
No 142 of 2016 on the 21 March 2016. 

The Institute of Professional Auctioneers and Valuers (IPAV) established in 1971, is the only 
representative body solely catering for the professional and educational requirements of more than 
1,400 Auctioneers and Valuers throughout Ireland. Following an in depth study of valuation standards, 
and taking into consideration IPAV's firm endorsement of European partnership, the decision weighed 
heavily towards Europe.  As a result, IPAV  adopted and implemented the European Valuation Standards 
(EVS) as its valuation standard. 

The EVS are largely referred to as the “Blue Book”; underpinned by European Valuation Standards, it 
was created and developed by The European Group of Valuers Associations (TEGOVA) to serve the 
needs of its valuers throughout Europe and recognised as International Valuation Standards.  The Blue 
Book is now in its 9th edition to accommodate the new EVS 2020, effective from 1 January 2021.  And 
now, in light of Brexit, IPAV’s adoption of the EVS provides IPAV valuers with a security and market lead 
throughout Europe and beyond.

The European Group of Valuers’ Associations unites 68 national valuers’ associations from 37 countries 
representing 70,000 qualified valuers either self-employed or employed by specialist consultancies, 
private sector companies, government departments or financial institutions both local and 
international.  IPAV currently has 200 “REV” valuers and a further 300 “TRV” Valuers trained to 
EVS-2020 standards, the REV valuers are considered the elite of commercial valuation across Europe 
and the TRV a recent edition to TEGOVA is the mark of standard for Residential Valuations. 

IPAV is the only valuers Institute in Ireland authorised to confer the “REV” and “TRV” status on 
Members. These statuses are only awarded to Members who have obtained the required Minimum 
Education Standard as set down by TEGOVA. This includes successfully completing a valuation course, 
passing the relevant exams and confirming they will abide by the TEGOVA Corporate Governance and 
Ethical Practice for Property Valuers. It is important to note that only IPAV members who have a 
minimum of 6 years’ vouched valuation experience are eligible to apply for TRV status, and IPAV 
members who have a minimum 10 years' vouched valuation experience are eligible for to apply REV 
status; and in turn become REV or TRV valuers. This proactive Education programme demonstrates 
IPAV’s commitment to the on-going development of its Members professional and educational 
standards.  Recognised European Valuers and TEGOVA Residential Valuers are granted recognition for a 
period of 5 years, at which time they must seek to renew their status. To ensure IPAV REV and TRV 
Valuers are at the highest standard, throughout this 5 year period, they must complete 20 hours of 
valuation CPD each year and pass ad hoc valuation compliance inspection that IPAV carry out on an 
annual basis.  

The 130 biggest Eurozone banks fell under ECB direct supervision in March 2014. In preparation for that, 
they had to submit to a screening of the quality of their balance sheet assets (Asset Quality 
Review), with particular emphasis on mortgage loans, considered particularly dangerous. 

This proactive Education programme demonstrates IPAV’s commitment to the on-going 

development of its Members professional and educational standards. 

Recognised European Valuers and TEGoVA Residential Valuers are granted recognition for a 

period of 5 years, at which time they must seek to renew their status. To ensure IPAV REV and TRV 

Valuers are at the highest standard, throughout this 5 year period, they must complete 20 hours of 

valuation CPD each year and pass ad hoc valuation compliance inspection that IPAV carry out on 

an annual basis.   

The 130 biggest Eurozone banks fell under ECB direct supervision in November 2014. In preparation 

for that, they had to submit to a screening of the quality of their balance sheet assets (Asset Quality 

Review), with particular emphasis on mortgage loans, considered particularly dangerous. 

Concerning the valuation of real estate assets for the banks’ mortgage loans, the ECB instructions 

to the banks are contained in section 5 of their (AQR) of March 14 of which an excerpt follows: 
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Concerning the valuation of real estate assets for the banks’ mortgage loans, the ECB instructions to 
the banks are contained in section 5 of their Asset Quality Review (AQR) of March 2014 and which 
an excerpt follows:

Section 5. Collateral and Real Estate Valuation: Real estate should be valued in line with TEGoVA 

European  Valuation Standards (Blue Book) and other international standards such as the 

Royal Institution of Chartered Surveyors (RICS) guidelines – where a conflict is seen EVS-2012 will 
apply. 

Further to this, the EVS was reinforced in the ECB's AQR of June 2018 as again the default valuation 
standards of Europe. Details of this are contained within this document, under section 5.

This is of the highest significance possible for EVS and confirms IPAV’s decision to implement these 
European Valuation Standards was indeed the correct one. 

You will note from our table of contents, this document, now in its 7th edition, includes very relevant 
extracts and documents that help to encompass IPAV’s road-map to where we are today.

I am particularly delighted to include hyperlinks to our register of REV Members and TRV Members, I am 
sure you will agree they should be included and be an asset to any Financial Institution’s valuation panel for 
Residential and/or Commercial Valuations without fear of qualification.  

Also, for your convenience, I have included a hyperlink to the digital version of EVS 2020.

IPAV REV Members 

IPAV TRV Members 

The Blue Book (EVS 2020)

If you require more information on the “REV” or the “TRV” Scheme or the EVS-2020 “Blue Book”, I will 

be only too pleased to assist. 

Yours sincerely 

____________________________ 
Patrick Davitt FIPAV REV MMCEPI 
CEO IPAV 
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Preface 

This document replaces The Central Bank of Ireland Valuation Processes in the Banking 

Crisis Lessons Learned Guiding the Future 2011 document, published 30 December 2011.  

Credit institutions should review the entire document as changes have been made 

throughout the paper. The updated document now includes a table in Appendix 1 that 

provides summary guidance on the timing and frequency of valuations for commercial 

loans secured by commercial real estate (CRE) and some guidance notes.  
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1. Valuation Processes - Guidance and Recommended Practice

1.1 Introduction 

This paper addresses a commitment made by the Central Bank of Ireland (“the Central Bank”) to 

provide credit institutions with details of lessons learned from the banking crisis, and to provide 

guidance on recommended practice, as a means of ensuring credit risk management standards are 

appropriate for future demands.   

In this paper, we:  

 Provide Guidance on the valuation standards recommended for use by credit institutions for

valuing commercial property assets which are held or offered as part of a security package

against CRE and SME loan exposures and the attendant implications for impairment provisioning

purposes.

 Outline the primary weaknesses in Credit Institution valuation processes that arose during the

boom in property market lending.

 Set out in Appendix 1, our Recommended Practice in relation to the timing and frequency of

valuations.

This guidance material complements our paper ‘Impairment Provisioning and Disclosures 

Guidelines – December 2011’ as the valuation of collateral is a key consideration in determining 

impairment provisions. 

1.2 Application 

This paper applies to all Credit Institutions regulated by the Central Bank of Ireland. While this 

paper has the status of guidance, the Central Bank considers that the guidelines and 

recommendations contained herein represent appropriate process and procedures for credit 

institutions in considering property security valuation.  As such, the Central Bank would consider 

material deviations from this guidance as contrary to good practice. The Central Bank will as a 

matter of course, scrutinise the application of these guidelines as part of its on-going supervision. 

1.3 Valuation Standards 

The Central Bank is not seeking to review or challenge valuation methodologies. 

Credit institutions are required to ensure that valuation standards comply with best practice 

international valuation standards that include details of the terms of engagement with a valuer and 

that are compliant with the Capital Requirements Directive (CRD).  The Central Bank observed that 

many best practice valuation standards had been overlooked, omitted and in some cases totally 

disregarded during the property market boom. These are in place for the protection of the Credit 

Institution, the borrower and the valuer.  

Examples of valuation standards consistent with the principle rules of International Valuation 

Standards and considered to be appropriate practice include; the Royal Institution of Chartered 

Surveyors (RICS) “Red Book”, the European Group of Valuers Associations (TEGoVA) “European 

pg: 7
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Valuation Standards Blue Book”, and The International Valuation Standards Council’s “International 

Valuation Standards White Book”. 

Section 2 of this paper highlights the main valuation principles and their applicability in a market that 

is subject to falling prices and limited demand. In particular section 2, consistent with the paper, 

‘Impairment Provisioning and Disclosures Guidelines – December 2011’1 emphasises the 

conservative approach required for valuations.  

1.4 Primary Weaknesses in Valuation Processes 

In section 3 of this paper the Central Bank provides an overview of the primary weaknesses in 

commercial property security valuation processes that arose during the boom lending years. The 

purpose is to provide a valuable summary of the Lessons Learned and recommendations regarding 

good practice going forward. The Recommendations are to be read in conjunction with the general 

principles outlined in section 2 of this paper. 

The Central Bank has identified three over-riding areas of weaknesses: 

1. Inaccurate or inappropriate definition of valuation requirements by Credit Institutions and

subsequent inadequate assessment and understanding of valuations received.

2. Inadequate valuation processes and standards or a disregard for adherence to such

processes.

3. Lack of appreciation of the significance of the valuation document as independent evidence

of risk mitigation effectiveness.  Many bankers did not fully regard the valuation report as a

key document underpinning the basis on which they were acquiring the risk.

Following release of this paper Credit Institutions are required to review their valuation processes 

and ensure that they are appropriately documented and implemented, paying particular attention to 

the matters raised in section 3 of this paper. 

1
 The Impairment Provisioning and Disclosures Guidelines – December 2011’ applies to the covered 

institutions. The Central Bank recommends that the non covered institutions should review “The Impairment 
Provisioning and Disclosures Guidelines – December 2011” document in conjunction with this paper. 
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3. ISSUES AND RECOMMENDATIONS

3.7 Inadequate Training 

OBSERVATION 

There was inadequate training regarding collateral valuation methodologies, interaction with 
professional valuers, the interpretation of valuation reports and the importance of valuations in 
credit risk assessment. 

There was lack of understanding regarding the importance of independent valuations in the credit 

risk assessment process. There was also poor understanding regarding appropriate valuation 

instructions and interpretation of valuation reports received from professional valuers.  

In addition, lending volume targets inappropriately drove lending behaviours and the importance of 

independent collateral valuations in credit risk assessment was often over-looked. The lack of 

training on interpretation of valuations and valuation methodologies exacerbated such behaviour.   

RECOMMENDED PRACTICE 

1. When valuation policy and process are reviewed it is important that the knowledge gaps
are identified and closed out through training.

2. It is recommended that the Relationship Managers and Credit Risk staff are specifically
trained in property valuation methods and processes.

3. Credit institutions should consider the establishment of in-house expertise in property
valuation methodologies. Such expertise should be used to inform in-house training
requirements and standards .
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APPENDIX 1: Central Bank guidance on the timing and frequency of valuations for commercial loans secured by commercial real estate (CRE) 

Gross Loan Exposure Loan Origination Loan Monitoring

€1m to €3m

Independent valuation from an external valuer on the 

bank's panel of recognised valuers to be carried out in 

accordance with best practice international valuation 

standards.

Value to be monitored on an annual basis using credit institution valuation guidelines with a 

consistent approach applied across the group. Independent valuation at impairment trigger 

or on migration to impaired risk. 

> €3m to €20m

Independent valuation from an external valuer on the 

bank's panel of recognised valuers to be carried out in 

accordance with best practice international valuation 

standards.

Value to be monitored on an annual basis using credit institution valuation guidelines with a 

consistent approach applied across the group. Independent valuation every three years in 

accordance with Capital Requirements Directive minimum requirements. 

> €20m

Independent valuation from an external valuer on the 

bank's panel of recognised valuers to be carried out in 

accordance with best practice international valuation 

standards.

Value to be monitored on an annual basis using credit institution valuation guidelines with a 

consistent approach applied across the group. Independent valuation every three years in 

accordance with Capital Requirements Directive minimum requirements. Independent 

valuation from an external valuer at impairment trigger or on migration to impaired risk from 

a valuer on the bank's panel of recognised valuers to be carried out in accordance with best 

practice international valuation standards.

Valuation Process Minimum Requirements; for loan exposures secured by CRE 

Notes: 

 Credit institution valuation guidelines should be reviewed and approved by the Board on an annual basis.

 Independent valuations shall be conducted by a person who possesses the necessary qualifications, ability, experience and market knowledge to

execute a valuation and who is independent from the credit origination process. Internal valuers should report to the Credit Risk function.

 External valuations should be addressed to the credit institution and be carried out in accordance with best practice international valuation

standards. External valuers should have appropriate professional indemnity insurance and have no material links with the borrower or the subject

of the assignment.

 Where the value of an individual commercial property held or offered as collateral is estimated to be less than €2m then the Valuation Process

Minimum Requirements for loan exposures from €1m to €3m should apply.

 At loan origination for loans exceeding €50m, the credit institution should obtain two independent valuations from external valuers on the bank’s

panel of recognised valuers to be carried out in accordance with best practice international valuation standards.
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APPENDIX 2: CAPITAL REQUIREMENTS DIRECTIVE (CRD) 

Any eligible real estate collateral must comply with specific conditions in terms of legal certainty, 
monitoring of property values, documentation and insurance in order to be recognised. In terms of 
the requirement to monitor property values, the provisions note that "the value of the property 
must be monitored on a frequent basis and at a minimum once every year for commercial real 
estate and once every three years for residential real estate.  

More frequent monitoring shall be carried out where the market is subject to significant changes in 
conditions. Statistical methods may be used to monitor the value of the property and to identify 
property that needs revaluation. The property valuation shall be reviewed by an independent valuer 
(see definition below) when information indicates that the value of the property may have declined 
materially relative to general market prices. 

For loans exceeding EUR 3 million or 5 % of the own funds of the Credit Institution, the property 
valuation must be reviewed by an independent valuer at least every three years." An 'independent 
valuer' is defined in Annex VIII, Part 2, Point 8 as "a person who possesses the necessary 
qualifications, ability and experience to execute a valuation and who is independent from the credit 
decision process".  
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L  60/34 EN Official Journal of the European Union 28.2.2014 

DIRECTIVES 

DIRECTIVE 2014/17/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL 

of 4 February 2014 

on credit agreements for consumers relating to residential immovable property and amending 
Directives 2008/48/EC and 2013/36/EU and Regulation (EU) No 1093/2010 

(Text with EEA relevance) 

THE  EUROPEAN  PARLIAMENT  AND  THE  COUNCIL  OF  THE 

EUROPEAN UNION, 

Having regard to the Treaty on the Functioning of the European 
Union, and in particular Article 114 thereof, 

Having regard to the proposal from the European Commission, 

After transmission of the draft legislative act to the national 
parliaments, 

Having regard to the opinion of the European Central Bank (1), 

Having regard to the opinion of the European Economic and 
Social Committee (2), 

Acting in accordance with the ordinary legislative procedure (3), 

Whereas: 

(1) In March 2003, the Commission launched a process of
identifying and assessing the impact of barriers to the 
internal market for  credit agreements relating to resi 
dential immovable property. On 18 December 2007, it 
adopted a White Paper on the Integration of EU 
Mortgage Credit Markets. The White Paper announced 
the Commission’s intention to assess the impact of, 
among other things, the policy options for pre- 
contractual information, credit databases, creditwor 
thiness, the annual percentage rate of charge (APRC) 
and advice on credit agreements. The Commission 
established an Expert Group on Credit Histories  to 
assist the Commission in preparing measures  to 
improve the accessibility, comparability and completeness 
of  credit data. Studies  on  the  role  and  operations of 

 

(1) OJ C 240, 18.8.2011, p. 3.
(2) OJ C 318, 29.10.2011, p. 133.
(3) Position of the European Parliament of 10 December 2013 (not yet

published in the Official Journal) and decision of the Council of
28 January 2014.

credit intermediaries and non-credit institutions 
providing credit agreements relating to residential 
immovable property were also launched. 

(2) In accordance with the Treaty on the Functioning of the
European Union (TFEU), the internal market comprises
an area without internal frontiers in which the free
movement of goods and services and the freedom of
establishment are ensured. The development of a more
transparent and efficient credit market within that area is
vital in promoting the development of cross-border
activity and creating an internal market for credit
agreements relating to residential immovable property.
There are substantial differences in the laws of the
various Member States with regard to the conduct of
business in the granting of credit agreements relating
to residential immovable property and in the regulation
and supervision of credit intermediaries and non-credit
institutions providing credit agreements relating to resi
dential immovable property. Such differences create
obstacles that restrict the level of cross-border activity
on the supply and demand sides, thus reducing
competition and choice in the market, raising the cost
of lending for providers and even preventing them from
doing business.

(3) The financial crisis has shown that irresponsible
behaviour by  market participants can undermine  the
foundations of  the  financial  system,  leading  to  a  lack
of confidence among all parties, in particular consumers,
and potentially severe social and economic consequences.
Many consumers have lost confidence in the financial
sector and borrowers have found their loans increasingly
unaffordable, resulting in defaults and forced sales rising.
As a result, the G20 has commissioned  work from the
Financial Stability Board to establish principles on sound
underwriting standards in relation to  residential
immovable property. Although some of the greatest
problems in the financial crisis occurred outside the
Union, consumers within the Union  hold  significant
levels of debt, much of which is concentrated in credits
related to residential immovable property. It is therefore
appropriate to ensure that the Union’s regulatory
framework in this area is robust, consistent with inter 
national principles and makes appropriate use of  the
range of tools available, which may include the use of
loan-to-value, loan-to-income, debt-to-income or similar
ratios, minimum levels below which no credit would be
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(23) It is necessary to regulate some additional areas in order
to reflect the specificity of credits related to residential
immovable property. Given the significance of the trans
action it is necessary to ensure that consumers have
sufficient time of at least seven days to consider the
implications. Member States should have flexibility to
provide this sufficient time either as a period of reflection
before the credit agreement is concluded, a period of
withdrawal after the conclusion of the credit agreement
or a combination of the two. It is appropriate that
Member States should have the flexibility to make the
reflection period binding on the consumer for a period
not exceeding 10 days but that in other cases consumers
who wish to proceed during the reflection period are able
to do so and that, in the interests of legal certainty in the
context of property transactions, Member States should
be able to provide that the reflection period or right of
withdrawal should cease where the consumer undertakes
any action which, under national law, results in the
creation or transfer of a property right connected to or
using funds obtained through the credit agreement or,
where applicable, transfers the funds to a third party.

(24) Given the particular characteristics of credit agreements
related to residential immovable property it is common
practice for creditors to offer to consumers a set of
products or services which can be  purchased  together
with the credit agreement. Therefore,  given  the
significance of such agreements for consumers, it is
appropriate to lay down specific rules on tying practices.
Combining a credit agreement with one or more other
financial services or products in packages is a means for
creditors to diversify their offer and to compete against
each other, provided that the components of the package
can also be bought separately. While a combination  of
credit agreements with one  or more other financial
services or products in packages can benefit consumers,
it may negatively affect consumers’ mobility and their
ability to make informed choices, unless the components
of the package can be bought separately. It is important
to prevent practices such as tying of certain  products
which may induce consumers to enter into credit
agreements which are not in their best interest, without
however restricting product bundling which can be
beneficial to consumers. Member States should however
continue monitoring retail financial  services  markets
closely to ensure that bundling practices do not distort
consumer  choice and  competition  in  the  market.

(25) As a general rule, tying practices should not be allowed
unless the financial service or product offered together
with the credit agreement could not be offered separately
as it is a fully integrated part of the credit, for example in
the event of a secured overdraft. In other instances, it
may however be justified for creditors to offer or sell a
credit agreement in a package with a payment account,
savings account, investment product or pension product,
for instance where the capital in the account is used to

an investment product or a private pension product 
serves as an additional security for the credit. While it 
is justified for creditors to be able to require the 
consumer to have a relevant insurance policy in order 
to guarantee repayment of the credit or insure the value 
of the security, the consumer should have the oppor 
tunity to choose his own insurance provider, provided 
that his insurance policy has an equivalent level of 
guarantee as the insurance policy proposed or offered 
by the creditor. Moreover Member States may stan 
dardise, wholly or in part, the cover provided by 
insurance contracts in order to facilitate comparisons 
between different offers for consumers who wish  to 
make such comparisons. 

(26) It is important to ensure that the residential immovable
property is appropriately valued before the conclusion of
the credit agreement and, in particular  where  the
valuation  affects  the  residual  obligation  of  the
consumer in  the  event  of  default.  Member  States
should therefore ensure  that  reliable  valuation standards
are in place. In order to be considered reliable, valuation
standards should take into account  internationally
recognised valuation standards, in particular those
developed by the International Valuation Standards
Committee, the European Group of Valuers’ Associations
or the Royal Institution of Chartered Surveyors. Those
internationally  recognised  valuation  standards  contain
high level principles which require creditors, amongst
others, to adopt and adhere to adequate internal risk
management  and  securities  management  processes, 
which include sound appraisal processes, to adopt 
appraisal standards and methods  that  lead  to  realistic 
and substantiated property appraisals in order  to  ensure 
that all appraisal reports are prepared with appropriate 
professional skill and diligence and that appraisers meet 
certain qualification requirements and to  maintain 
adequate appraisal documentation for securities that is 
comprehensive and plausible. In this  regard  it  is 
desirable to ensure appropriate monitoring of residential 
immovable property markets and for the mechanisms in 
such provisions to be in line with Directive 2013/36/EU 
of the European Parliament and the Council of 26 June 
2013 on access to the activity of credit institutions and 
the prudential supervision of credit institutions and 
investment firms (1). The provisions of this Directive 
relating  to  property  valuation  standards  can  be 
complied with for example through law or self-regu 
lation. 

(27) Given the significant consequences for creditors,
consumers and potentially financial stability of fore
closure, it is appropriate to encourage creditors to deal
proactively with emerging credit risk at an early stage
and that the necessary measures are in place to ensure
that creditors exercise reasonable forbearance and make
reasonable attempts to resolve the situation through
other means before foreclosure proceedings are initiated.
Where possible, solutions should be found which take

repay the credit or is a prerequisite for pooling resources
to obtain the credit, or in situations where, for instance, (1) OJ L 176, 27.6.2013, p. 338.
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CHAPTER 6 

CREDITWORTHINESS ASSESSMENT 

Article 18 

Obligation to assess the creditworthiness of the consumer 

1. Member States shall ensure that, before concluding  a
credit agreement, the creditor makes a thorough assessment
of the consumer’s creditworthiness. That assessment shall take
appropriate account of factors relevant to verifying the prospect
of the consumer to meet his obligations under the credit
agreement.

2. Member States shall ensure that the procedures and
information on which the assessment is based are established,
documented and maintained.

3. The assessment of creditworthiness shall not rely predomi
nantly on the value of the residential immovable property
exceeding the amount of  the  credit  or  the  assumption  that
the residential immovable property will increase in value
unless the purpose of the credit agreement is to construct or
renovate the residential immovable property.

4. Member States shall  ensure that where  a creditor
concludes a credit agreement with a  consumer  the  creditor
shall not subsequently cancel or alter the credit agreement to
the detriment of the consumer on the grounds that the
assessment of creditworthiness was incorrectly conducted. This
paragraph shall not apply where it is demonstrated that the
consumer knowingly withheld or falsified the information
within the meaning of Article 20.

5. Member States shall ensure that:

(a) the creditor only makes the credit available to the consumer
where the result of the creditworthiness assessment indicates
that the obligations resulting from the credit agreement are
likely to be met in the manner required under that
agreement;

(b) in accordance with Article 10 of Directive 95/46/EC, the
creditor informs the consumer in advance that a database is
to be consulted;

(c) where the credit application is rejected the creditor informs
the consumer without delay of the rejection and, where
applicable, that the decision is based on automated
processing of data. Where the rejection is based on the
result of the database consultation, the creditor shall
inform the consumer of  the  result  of  such  consultation
and of the particulars of the database consulted.

6. Member States shall ensure that the consumer’s creditwor
thiness is re-assessed on the basis of updated information before
any significant increase in the total amount of credit is granted

after the conclusion of the credit agreement unless such 
additional credit was envisaged and included in the original 
creditworthiness assessment. 

7. This Article shall be without prejudice to Directive
95/46/EC.

Article 19 

Property  valuation 

1. Member States shall ensure that reliable standards for the
valuation of residential immovable property for mortgage
lending purposes are developed within their territory. Member
States shall require creditors to ensure that those standards are
used where they carry out a property valuation or to take
reasonable steps to ensure that those standards are  applied
where a valuation is conducted by a third party. Where
national authorities are responsible for regulating independent
appraisers who carry out property valuations they shall ensure
that they comply with the national rules that are in place.

2. Member States shall ensure that internal and external
appraisers conducting property valuations are professionally
competent and sufficiently independent from the credit under
writing process so that they can provide an impartial and
objective valuation, which shall be documented in a durable
medium and of which a record shall be kept by the creditor.

Article 20 

Disclosure and verification of consumer information 

1. The assessment of creditworthiness  referred  to  in
Article 18 shall be carried out on the basis of information on
the consumer’s income and expenses and other financial and
economic circumstances which is necessary, sufficient and
proportionate. The information shall be obtained by the
creditor from relevant internal or external sources, including
the consumer, and including information provided to the
credit intermediary or appointed representative during the
credit application process. The information shall be appro
priately verified, including through reference to independently
verifiable documentation when necessary.

2. Member States shall ensure that credit intermediaries or
appointed representatives accurately submit the necessary
information obtained from the consumer to the relevant
creditor to enable the creditworthiness assessment to be
carried out.

3. Member States shall ensure that creditors specify in a clear
and straightforward way at the pre-contractual phase the
necessary information and independently verifiable  evidence
that the consumer needs to provide and the timeframe within
which the consumer needs to provide the information. Such
request for information shall be proportionate and limited to
what is necessary  to conduct a proper creditworthiness
assessment. Member States shall allow creditors to seek clarifi
cation of the information received in response to that request
where necessary to enable the assessment of creditworthiness.
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5 COLLATERAL AND REAL ESTATE 
VALUATION 

As part of the credit file review, it is necessary to ensure that physical asset valuations (e.g. real 

estate, aircraft, ships, artwork) used in the assessment of provisions or carrying values of on-

balance sheet assets are appropriate. To do so, collateral values will be updated – either by 

having collateral revalued by a third party expert, or by updating a recent independent, external 

market valuation. The following chapter describes the process and methodology for the update 

to collateral valuation 

5.1 SUMMARY OF THE APPROACH 
• All physical assets should be valued on the basis of market value i.e. the estimated amount

for which an asset or liability should exchange on the valuation date between a willing

buyer and a willing seller in an arm’s length transaction after proper marketing and where

the parties had each acted knowledgeably, prudently and without compulsion;

• The following appraisals qualify – otherwise an independent, external valuation should be

carried out (subject to materiality constraints described in Section 5.4);

 For the asset in question, an existing market valuation by an independent, external

appraiser since 1st Jan 2013 exists. These assets may be indexed to 31 December 2013 

based on indices proposed by the NCA and agreed with CPMO by March 14th 2014; 

 For the asset type in question, an existing market valuation by an independent, internal

appraiser is available subject to the adjustment described in Section 5.4; 

• The NCA bank team the NCA hires to carry out the wider credit file review may have

sufficient expertise to carry out this analysis, though typically, in exercises of this sort, the

appraisal can be handled more efficiently by a specialist firm. NCAs will provide a list of

specialist firms to be used to NCA bank teams for process efficiency;

• Real estate should be valued in line with European Standards EVS-2012 (Blue Book) and

other international standards such as the Royal Institute of Chartered Surveyors (RICS)

guidelines – where a conflict is seen EVS2012 will apply (for the avoidance of doubt – this

should be considered to apply throughout the document). For the avoidance of doubt a full

e.g. RICS report is not required. Desk based valuations are expected to be carried out.

Internal inspections are not expected. Drive by inspections may occur in circumstances

where a desk based valuation is not viewed as sufficient by the NCA bank team. In some

jurisdictions this may be considered as a “plausibility check” on valuations rather than a

pg: 18
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fully-fledged valuation. Any third party revaluation should be carried out under the 

instruction of the NCA; 

• Shipping and aviation valuations should be based on industry benchmarks by type of asset,

adjusted for distortions in industry benchmarks created by parties that transact above

market value (e.g. manufacturers looking to defend residual values) and where relevant

unusual characteristics of assets. For vessels/aircraft on long term charter to investment

grade counterparties, a DCF valuation may be used. All valuations should be in EUR. Any

third party revaluation should be carried out under the instruction of the NCA;

• Other, more esoteric, physical assets that form a material amount of the collateral for a

particular debtor (e.g. art work, cars, rolling stock etc.) should also be valued by an

independent, external appraiser, though this may be appointed by the bank. However, in

these circumstances, the purpose of the valuation must be made clear to the third party

appraiser;

• Where an NCA considers that the valuation approach used as a standard in the country is

more conservative than implied by a market valuation, the prevailing valuation approach

may be applied. Before allowing local approaches the NCA will need to demonstrate to the

ECB’s satisfaction in written form that the local approach is conservative in all relevant

cases. For the avoidance of doubt, mortgage lending value may only be used for real estate

in cases where it is explicitly less than market value in all cases;

• The market valuation of collateral is to be performed and recorded prior to any adjustments

made within the provisioning calculation (going concern/gone concern decisions);

• Where appraisal results do not differ more than 5% of indexed December 2013 values,

these differences can be neglected for further analysis;

• Where currency conversion is required, the exchange rates used for 31 December 2013

financial reporting will be used
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5 Collateral and real estate valuation 

As part of the credit file review, physical asset valuations (e.g. real estate, aircraft, 
ships, artwork) used to assess provisions or the carrying values of on-balance-sheet 
assets must be checked to ensure they are appropriate. This is achieved by updating 
collateral values – either by having collateral revalued by a third-party expert or by 
updating a recent independent external market valuation. This section describes the 
process and methodology for updating collateral valuations 

5.1 Summary of the approach 

All physical assets should be valued on the basis of market value, i.e. the estimated 
amount for which an asset or liability should be exchanged on the valuation date 
between a willing buyer and a willing seller in an arm’s length transaction after 
proper marketing and where the parties had each acted knowledgeably, prudently 
and without compulsion. 

The following appraisals may be used, otherwise an independent external valuation 
should be carried out (subject to the materiality constraints described in Section 5.4). 

• An existing market valuation of the asset in question carried out by an
independent external appraiser no earlier than one year prior to the AQR
reference date. Such assets may be indexed to the AQR reference date based
on indices proposed by the NCA and agreed with the CPMO.

• An existing market valuation of the asset type in question carried out by an
independent internal appraiser no earlier than one year prior to the AQR
reference date, subject to the adjustment described in Section 5.4.

The bank team that the NCA hires to carry out the wider credit file review may have 
sufficient expertise to carry out the valuation, though in exercises of this nature the 
appraisal can typically be handled more efficiently by a specialist firm. To ensure an 
efficient process, the NCAs provide bank teams with a list of specialist firms to be 
used. 

Real estate should be valued in line with European Standards EVS-2012 (Blue 
Book) and other international standards such as the Royal Institute of Chartered 
Surveyors (RICS) guidelines, with EVS2012 taking precedence in the event of any 
conflict (for the avoidance of doubt, this should be considered to apply throughout 
the document). A full report (e.g. RICS report) is not required; desk-based 
valuations are expected to be carried out. 

Internal inspections are not expected. Drive-by inspections may be carried out if the 
bank team feels that a desk-based valuation is not sufficient. In some jurisdictions 
this may be considered as a “plausibility check” on valuations rather than a fully 
fledged valuation. Any third-party revaluation should be carried out under the 
instruction of the NCA. 
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5.5 

5.6 

Multiple properties in the same building may be valued in aggregate where 
appropriate. 

Where appraisal results are within 5% of the indexed values as of the AQR reference 
date, the differences may be ignored in subsequent analysis. 

Information required for appraisal 

Banks are asked to complete a focused data request on debtors and the respective 
collateral in the sample (template T4A). Banks also need to provide the bank team 
with a list of foreclosed assets for sampling. 

The bank needs to provide this basic information to the bank team (and thus to the 
appraiser). To avoid a two-stage process, the bank also provides the actual collateral 
documentation as part of the submission of data for the credit file review. 

If a bank is unable to provide the appraiser with the minimum information required for 
valuation, a value of 0 is attributed to the collateral item. 

Real estate valuation approach 

Real estate that has been revalued within the last 12 months by an independent 
external party using a market value approach may be indexed to the AQR reference 
date based on indices proposed by the NCA and agreed with the CPMO.  

The remainder of this section focuses on how real estate should be revalued if it has 
not been revalued by an independent external party within the 12 months before the 
AQR reference date and the asset needs to be revalued for the purposes of the 
exercise. 

Where real estate has not been revalued within the last 12 months using a market 
value approach, it should be valued in line with European Standards EVS-2012 (Blue 
Book) and other international standards such as the RICS guidelines. 

More specifically, real estate should be valued on the basis of market value. Market 
value is defined as the estimated amount for which an asset or liability should be 
exchanged on the valuation date between a willing buyer and a willing seller in an 
arm’s length transaction after proper marketing and where the parties had each 
acted knowledgeably, prudently and without compulsion. All valuations should be in 
euro. Risk premia should reflect the fact that valuations are in euro, i.e. the discount 
rates used in hope value calculations should reflect local market risk premia. 

Valuations on the basis of depreciated replacement cost are not permitted: an 
alternative approach is described below to cover situations where this approach may 
have been applied. Valuations on the basis of net income attributable to the property 
(e.g. net income for a factory rather than the rental income) are also not permitted: in 
situations where this approach may have been applied, the appropriate provisioning 

AQR Manual 150 

pg: 23

valerie
Highlight

valerie
Highlight



6. C.R.R.

Capital Requirements Regulation 

No 575/2013 of the European Parliament 

Article 208/3

pg: 24



CORRIGENDA

Corrigendum to Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June
2013 on prudential requirements for credit institutions and investment firms and amending Regulation (EU)

No 648/2012

(OJ L 176, 27.6.2013, p. 1)

Regulation (EU) No 575/2013 should read as follows:

‘REGULATION (EU) No 575/2013 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

of 26 June 2013

on prudential requirements for credit institutions and investment firms and amending Regulation
(EU) No 648/2012

(Text with EEA relevance)

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EURO
PEAN UNION,

Having regard to the Treaty on the Functioning of the European
Union, and in particular Article 114 thereof,

Having regard to the proposal from the European Commission,

After transmission of the draft legislative act to the national
parliaments,

Having regard to the opinion of the European Central Bank (1),

Having regard to the opinion of the European Economic and
Social Committee (2),

Acting in accordance with the ordinary legislative procedure,

Whereas:

(1) The G-20 Declaration of 2 April 2009 on Strengthening
of the Financial System called for internationally consis
tent efforts that are aimed at strengthening transparency,
accountability and regulation by improving the quantity
and quality of capital in the banking system once the
economic recovery is assured. That declaration also called
for introduction of a supplementary non-risk based
measure to contain the build-up of leverage in the
banking system, and the development of a framework for

stronger liquidity buffers. In response to the mandate
given by the G-20, in September 2009 the Group of
Central Bank Governors and Heads of Supervision
(GHOS) agreed on a number of measures to strengthen
the regulation of the banking sector. Those measures
were endorsed by the G-20 leaders at their Pittsburgh
Summit of 24-25 September 2009 and were set out in
detail in December 2009. In July and September 2010,
GHOS issued two further announcements on design and
calibration of those new measures, and in December
2010, the Basel Committee on Banking Supervision
(BCBS) published the final measures, that are referred to
as the Basel III framework.

(2) The High Level Group on Financial Supervision in the EU
chaired by Jacques de Larosière (the “de Larosière group”)
invited the Union to develop a more harmonised set of
financial regulations. In the context of the future Euro
pean supervisory architecture, the European Council of
18 and 19 June 2009 also stressed the need to establish
a European single rule book applicable to all credit insti
tutions and investment firms in the internal market.

(3) As stated in the de Larosière group's report of 25
February 2009 (the “de Larosière report”), “a Member
State should be able to adopt more stringent national
regulatory measures considered to be domestically appro
priate for safeguarding financial stability as long as the
principles of the internal market and agreed minimum
core standards are respected”.

(4) Directive 2006/48/EC of the European Parliament and of
the Council of 14 June 2006 relating to the taking up
and pursuit of the business of credit institutions (3) and
Directive 2006/49/EC of the European Parliament and of

30.11.2013L 321/6 Official Journal of the European UnionEN

(1) OJ C 105, 11.4.2012, p. 1.
(2) OJ C 68, 6.3.2012, p. 39. (3) OJ L 177, 30.6.2006, p. 1.
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(b) they give the non-defaulting party the right to terminate
and close-out in a timely manner all transactions under the
agreement upon the event of default, including in the event
of the bankruptcy or insolvency of the counterparty;

(c) they provide for the netting of gains and losses on transac
tions closed out under an agreement so that a single net
amount is owed by one party to the other.

Article 207

Requirements for financial collateral

1. Under all approaches and methods, financial collateral and
gold shall qualify as eligible collateral where all the requirements
laid down in paragraphs 2 to 4 are met.

2. The credit quality of the obligor and the value of the
collateral shall not have a material positive correlation. Where
the value of the collateral is reduced significantly, this shall not
alone imply a significant deterioration of the credit quality of
the obligor. Where the credit quality of the obligor becomes
critical, this shall not alone imply a significant reduction in the
value of the collateral.

Securities issued by the obligor, or any related group entity,
shall not qualify as eligible collateral. This notwithstanding, the
obligor's own issues of covered bonds falling within the terms
of Article 129 qualify as eligible collateral when they are posted
as collateral for a repurchase transaction, provided that they
comply with the condition set out in the first subparagraph.

3. Institutions shall fulfil any contractual and statutory
requirements in respect of, and take all steps necessary to
ensure, the enforceability of the collateral arrangements under
the law applicable to their interest in the collateral.

Institutions shall have conducted sufficient legal review
confirming the enforceability of the collateral arrangements in
all relevant jurisdictions. They shall re-conduct such review as
necessary to ensure continuing enforceability.

4. Institutions shall fulfil all the following operational
requirements:

(a) they shall properly document the collateral arrangements
and have in place clear and robust procedures for the timely
liquidation of collateral;

(b) they shall use robust procedures and processes to control
risks arising from the use of collateral, including risks of

failed or reduced credit protection, valuation risks, risks
associated with the termination of the credit protection,
concentration risk arising from the use of collateral and the
interaction with the institution's overall risk profile;

(c) they shall have in place documented policies and practices
concerning the types and amounts of collateral accepted;

(d) they shall calculate the market value of the collateral, and
revalue it accordingly, at least once every six months and
whenever they have reason to believe that a significant
decrease in the market value of the collateral has occurred;

(e) where the collateral is held by a third party, they shall take
reasonable steps to ensure that the third party segregates the
collateral from its own assets;

(f) they shall ensure that they devote sufficient resources to the
orderly operation of margin agreements with OTC deriva
tives and securities-financing counterparties, as measured by
the timeliness and accuracy of their outgoing margin calls
and response time to incoming margin calls;

(g) they shall have in place collateral management policies to
control, monitor and report the following:

(i) the risks to which margin agreements expose them;

(ii) the concentration risk to particular types of collateral
assets;

(iii) the reuse of collateral including the potential liquidity
shortfalls resulting from the reuse of collateral received
from counterparties;

(iv) the surrender of rights on collateral posted to counter
parties.

5. In addition to meeting all the requirements set out in para
graphs 2 to 4, for financial collateral to qualify as eligible collat
eral under the Financial Collateral Simple Method the residual
maturity of the protection shall be at least as long as the resi
dual maturity of the exposure.

Article 208

Requirements for immovable property collateral

1. Immovable property shall qualify as eligible collateral only
where all the requirements laid down in paragraphs 2 to 5 are
met.

30.11.2013 L 321/135Official Journal of the European UnionEN
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2. The following requirements on legal certainly shall be met:

(a) a mortgage or charge is enforceable in all jurisdictions
which are relevant at the time of the conclusion of the
credit agreement and shall be properly filed on a timely
basis;

(b) all legal requirements for establishing the pledge have been
fulfilled;

(c) the protection agreement and the legal process underpin
ning it enable the institution to realise the value of the
protection within a reasonable timeframe.

3. The following requirements on monitoring of property
values and on property valuation shall be met:

(a) institutions monitor the value of the property on a frequent
basis and at a minimum once every year for commercial
immovable property and once every three years for residen
tial property. Institutions carry out more frequent moni
toring where the market is subject to significant changes in
conditions;

(b) the property valuation is reviewed when information avail
able to institutions indicates that the value of the property
may have declined materially relative to general market
prices and that review is carried out by a valuer who
possesses the necessary qualifications, ability and experience
to execute a valuation and who is independent from the
credit decision process. For loans exceeding EUR 3 million
or 5 % of the own funds of an institution, the property
valuation shall be reviewed by such valuer at least every
three years.

Institutions may use statistical methods to monitor the value of
the immovable property and to identify immovable property
that needs revaluation.

4. Institutions shall clearly document the types of residential
property and commercial immovable property they accept and
their lending policies in this regard.

5. Institutions shall have in place procedures to monitor that
the immovable property taken as credit protection is adequately
insured against the risk of damage.

Article 209

Requirements for receivables

1. Receivables shall qualify as eligible collateral where all the
requirements laid down in paragraphs 2 and 3 are met.

2. The following requirements on legal certainty shall be
met:

(a) the legal mechanism by which the collateral is provided to a
lending institution shall be robust and effective and ensure
that that institution has clear rights over the collateral
including the right to the proceeds from the sale of the
collateral;

(b) institutions shall take all steps necessary to fulfil local
requirements in respect of the enforceability of security
interest. Lending institutions shall have a first priority claim
over the collateral although such claims may still be subject
to the claims of preferential creditors provided for in legisla
tive provisions;

(c) institutions shall have conducted sufficient legal review
confirming the enforceability of the collateral arrangements
in all relevant jurisdictions;

(d) institutions shall properly document their collateral arrange
ments and shall have in place clear and robust procedures
for the timely collection of collateral;

(e) institutions shall have in place procedures that ensure that
any legal conditions required for declaring the default of a
borrower and timely collection of collateral are observed;

(f) in the event of a borrower's financial distress or default,
institutions shall have legal authority to sell or assign the
receivables to other parties without consent of the receiva
bles obligors.

3. The following requirements on risk management shall be
met:

(a) an institution shall have in place a sound process for deter
mining the credit risk associated with the receivables. Such a
process shall include analyses of a borrower's business and
industry and the types of customers with whom that
borrower does business. Where the institution relies on its
borrowers to ascertain the credit risk of the customers, the
institution shall review the borrowers' credit practices to
ascertain their soundness and credibility;

(b) the difference between the amount of the exposure and the
value of the receivables shall reflect all appropriate factors,
including the cost of collection, concentration within the
receivables pool pledged by an individual borrower, and
potential concentration risk within the institution's total
exposures beyond that controlled by the institution's general
methodology. Institutions shall maintain a continuous moni
toring process appropriate to the receivables. They shall also
review, on a regular basis, compliance with loan covenants,
environmental restrictions, and other legal requirements;

30.11.2013L 321/136 Official Journal of the European UnionEN
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The European Group of Valuers’ Associations - TEGoVA - REVTM

© TEGoVA

P1

REV: The mark of excellence in real estate valuation

REV status is the mark of excellence in real estate valuation, demonstrating to international and
local clients that the valuer is qualified to a consistent high European standard of practice. Since
its inception it has been awarded by leading valuation associations across Europe.

The letters ‘REV’ enable cross-border real estate investors to identify local valuers qualified to a
recognisable European level. This gives both large and small local valuation firms the opportunity
to tap into the steadily increasing market for pan-European investor clients. 

Yet REV’s greatest impact is on local clients. In times of economic uncertainty, local clients seek
out professionals with special knowledge and experience who can help them make difficult 
investment and pricing decisions. Here, the competitive edge for REV valuers lies in their 
guaranteed minimum level of education and experience and the capacity to interpret global
and local valuation impacts that comes from demonstrated familiarity with European Valuation
Standards.

REV valuers display the initials ‘REV’ after their name on their business cards, are provided with
a numbered REV impress stamp on their valuation reports and appear on the TEGoVA REV 
online register consulted by clients and practitioners from all over Europe.

How to attain REV status
Application for REV status is open to practising valuers
who meet the required standards set by a TEGoVA 
Member Association that has been authorized to award
REV status by demonstrating that it has in place an 
effective quality system to ensure that individual 
applicants meet the necessary requirements 
(AMA: Awarding Member Association).

The local AMA assesses the individual practising valuer
in order to ascertain that the applicant meets the 
standards required by TEGoVA to use the designatory 
letters REV (Recognised European Valuer).

Once granted, the REV designation can be used by a 
valuer for five years, after which the status must be 
renewed.

Full details of the scheme are available from
the TEGoVA Secretariat.
email: info@tegova.org 
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  TEGoVA RESIDENTIAL VALUER 

TRV - OCTOBER 2015   2

AISBL Groupe européen des associations d’experts immobiliers - TEGoVA -  © TEGoVA 

TEGoVA RESIDENTIAL VALUER (TRV) 

Introduction 

The mark of excellence in residential property valuation 

TRV status is the mark of excellence in residential valuation, demonstrating to 
international and local clients that the residential valuer is qualified to a consistent high 
European standard of practice. 

The letters ‘TRV’ enable cross-border residential real estate investors to identify local 
residential valuers qualified to a recognisable European level. This gives both large and 
small local residential valuation firms the opportunity to tap into the steadily increasing 
market for pan-European investor clients. 

Yet TRV’s greatest impact is on local clients. In times of economic uncertainty, local 
clients seek out professionals with special knowledge and experience who can help them 
make difficult investment and pricing decisions. Here, the competitive edge for TRV 
residential valuers lies in their guaranteed minimum level of education and experience. 

TRV valuers display the initials ‘TRV’ after their name on their business cards, are 
provided with a numbered TRV impress stamp on their valuation reports and appear on 
the TEGoVA TRV on-line register consulted by clients and practitioners from all over 
Europe. 

Why? 

The TEGoVA-recognised status of TEGoVA RESIDENTIAL VALUER (TRV) is conceived for 
residential valuers with the following purposes: 

 recognising professionals who have reached a high level of achievement in purely
residential valuation;

 serving  as an incentive to improving residential valuation practice;

 creating an upper level of quality residential valuers clearly distinguishable from
the lower level of those professionals involved in residential valuation;

 helping TEGoVA fulfil its role under the Mortgage Credit Directive of providing
banks with a substantial and recognisable number of qualified residential
valuers;

 providing a TEGoVA recognition in countries with an existing large pool of purely
residential valuers who do not need the all-encompassing RECOGNISED
EUROPEAN VALUER (REV) qualification knowledge and professional experience
in order to conduct high quality residential valuations.
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2 [47]

S.I. No. 47 of 2015

CENTRAL BANK (SUPERVISION AND ENFORCEMENT) ACT 2013
(SECTION 48) (HOUSING LOAN REQUIREMENTS) REGULATIONS

2015

In exercise of the powers conferred on the Central Bank of Ireland (the “Bank”)
by section 48 of the Central Bank (Supervision and Enforcement) Act 2013 (the
“Act”), the Bank, having consulted with the Minister in accordance with section
49(1) of the Act, hereby makes the following Regulations:

Citation
1. These Regulations may be cited as the Central Bank (Supervision and

Enforcement) Act 2013 (Section 48) (Housing Loan Requirements) Regu-
lations 2015.

Definitions
2. (1) In these Regulations:

“appraiser” means the individual appointed by a lender to determine the market
value of a residential property in accordance with Regulation 7;

“arrears” means any amount under a housing loan that is due but unpaid;

“Bank” means Central Bank of Ireland;

“borrower” means a person, or where there is more than one person, each of
such persons, to whom a lender advances a housing loan;

“durable medium” means any instrument that enables a lender to store information
in a way that renders it accessible for future reference for a period of time adequate
for the purposes of the information and which allows the unchanged reproduction
of the information stored;

“first-time buyer” means, subject to paragraph (2), a borrower to whom no
housing loan has ever before been advanced;

“high loan-to-income housing loan” means a housing loan advanced by a lender
in respect of a residential property under which the total amount advanced is
greater than a multiple of 3.5 times the borrower’s income;

“housing loan” means the amount advanced or the total sum of amounts
advanced by a lender to a borrower which are or are to be secured on a residen-
tial property;

“housing loan agreement” means an agreement in writing entered into by a
lender to provide a loan which is to be secured on a residential property;

Notice of the making of this Statutory Instrument was published in
“Iris Oifigiúil” of 10th February, 2015.
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(2) A lender shall appoint an appraiser to calculate the market value of the
relevant residential property and such appraiser shall:

(a) be professionally competent and sufficiently independent from the
housing loan underwriting process so that he or she can provide an
impartial and objective valuation;

(b) assess the market value of the residential property, and document that
assessment in a clear and transparent manner;

(c) record the methodology for, and the outcome of, the calculation of
the market value in a durable medium;

(d) provide a copy of the information referred to in paragraph (c) to the
lender.

(3) Subject to paragraph (4), a lender shall ensure that the appraiser appointed
by that lender shall undertake a market valuation of a residential property which
is required under these Regulations not earlier than a period of two months
before the date on which the advance under the housing loan is made by the
lender.

(4) Where the housing loan is provided for the purpose of purchasing land
with the intention of constructing a building, or for the construction of a build-
ing, the market value of the land on which the building is to be constructed shall
be assessed not earlier than two months before the date on which the housing
loan agreement is entered into by the lender.

(5) A lender shall maintain a copy of the information referred in subpara-
graph (2)(c) in a durable medium.

Signed for and on behalf of the CENTRAL BANK OF IRELAND
on this the 9th day of February 2015.

PATRICK HONOHAN,
Governor of the Central Bank of Ireland.
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STATUTORY INSTRUMENTS.

S.I. No. 568 of 2016

————————

CENTRAL BANK (SUPERVISION AND ENFORCEMENT) ACT 2013
(SECTION 48) (HOUSING LOAN REQUIREMENTS) (AMENDMENT)

REGULATIONS 2016
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S.I. No. 568 of 2016

CENTRAL BANK (SUPERVISION AND ENFORCEMENT) ACT 2013
(SECTION 48) (HOUSING LOAN REQUIREMENTS) (AMENDMENT)

REGULATIONS 2016

In exercise of the powers conferred on the Central Bank of Ireland (the
“Bank”) by section 48 of the Central Bank (Supervision and Enforcement) Act
2013 (No. 26 of 2013) (the “Act”), the Bank, having consulted the Minister for
Finance and other persons that the Bank considers appropriate to consult in
the circumstances in accordance with section 49 of the Act, hereby makes the
following regulations:

1. (1) These Regulations may be cited as the Central Bank (Supervision and
Enforcement) Act 2013 (Section 48) (Housing Loan Requirements)
(Amendment) Regulations 2016.

(2) These Regulations come into operation on 1 January 2017.

2. In these Regulations “Principal Regulations” means the Central Bank
(Supervision and Enforcement) Act 2013 (Section 48) (Housing Loan
Requirements) Regulations 2015 (S.I. No. 47 of 2015).

3. Regulation 2 of the Principal Regulations is amended–

(a) in the definition of “borrower”, by inserting “, subject to Regulation
3(1)” after “advances a housing loan”, and

(b) by inserting the following definitions:

“ ‘consumer’ means—

(a) a natural person who is acting for purposes outside his or
her trade, business or profession, or

(b) a person who satisfies both of the following:

(i) has an annual turnover of €3 million or less in the finan-
cial year before the housing loan is advanced;

(ii) is not a member of a group of persons having a com-
bined annual turnover of more than €3 million in the
financial year before the housing loan is advanced;

‘group’ includes the following associations, relationships and
arrangements:

Notice of the making of this Statutory Instrument was published in
“Iris Oifigiúil” of 25th November, 2016.
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(a) associated undertakings within the meaning of paragraph 20
of Schedule 4 to the Companies Act 2014 (No. 38 of 2014);

(b) related companies within the meaning of section 2 of the
Companies Act 2014;

(c) a partnership;

(d) where the businesses of the persons are carried on in such a
way that the separate business of each person, or a substan-
tial part thereof, is not readily identifiable;

(e) where the decision as to how and by whom the businesses of
the persons shall be managed can be made either by the
same person or by the same group of persons acting in
concert;”.

4. Regulation 3 of the Principal Regulations is amended by substituting the
following for paragraph (1):

“(1) These Regulations apply to a housing loan—

(a) secured or to be secured on residential property in the State, and

(b) advanced to—

(i) a borrower who is a consumer, or

(ii) more than one borrower where at least one of these borrowers is
a consumer.”

5. Regulation 6 of the Principal Regulations is amended—

(a) in paragraph (1), by substituting “paragraphs (2) and (2A)” for “para-
graph (2)”,

(b) in paragraph (1)(b), by substituting “90 per cent” for “the maximum
loan-to-value ratio calculated in accordance with the Schedule”,

and

(c) by substituting for Regulation 6(2) the following:

“(2) A lender shall ensure that the total aggregate monetary
amounts advanced in a relevant period under housing loans—

(a) made to borrowers who are not first-time buyers,

(b) made for principal home purposes, and

(c) which do not comply with paragraph (1)(a),

pg: 40



4 [568]

does not exceed 20 per cent of the total aggregate monetary amounts
advanced to borrowers who are not first-time buyers under housing
loans made for principal home purposes in that relevant period.

(2A) A lender shall ensure that the total aggregate monetary
amounts advanced in a relevant period under housing loans—

(a) made to first-time buyers,

(b) made for principal home purposes, and

(c) which do not comply with paragraph (1)(b),

does not exceed 5 per cent of the total aggregate monetary amounts
advanced to first-time buyers under housing loans made for principal
home purposes in that relevant period.”

6. Regulation 7 of the Principal Regulations is amended by substituting “4
months” for “two months” in both places where it occurs.

7. The Schedule to the Principal Regulations is revoked.

Signed for and on behalf of the CENTRAL BANK OF IRELAND
23 November 2016.

PHILIP LANE,
Governor of the Central Bank of Ireland.

pg: 41

valerie
Highlight



10. Statutory Instrument No.142 of 2016

European Union 

(Consumer Mortgage Credit Agreements) 

Regulations 2016 

pg: 42



STATUTORY INSTRUMENTS.

S.I. No. 142 of 2016

————————

EUROPEAN UNION (CONSUMER MORTGAGE CREDIT
AGREEMENTS) REGULATIONS 2016
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S.I. No. 142 of 2016

EUROPEAN UNION (CONSUMER MORTGAGE CREDIT
AGREEMENTS) REGULATIONS 2016

ARRANGEMENT OF SECTIONS

Part 1

Preliminary

1. Citation

2. Commencement

3. Interpretation

4. “Mortgage credit intermediary” — definition

5. Application of these Regulations

6. Competent authority

Part 2

Financial education

7. Financial education of consumers

Part 3

Conditions applicable to creditors and mortgage credit intermediaries

8. Conduct of business obligations when providing credit to consumers

9. Obligation to provide information free of charge to consumers

10. Knowledge and competence requirements for staff

Part 4

Information and practices preliminary to the conclusion of the credit
agreement

11. General provisions applicable to advertising and marketing and provision
concerning Consumer Credit Act 1995’s application

12. Standard information to be included in advertising

13. Tying and bundling practices

14. General information
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15. Pre-contractual information

16. Information requirements concerning mortgage credit intermediaries

17. Adequate explanations

Part 5

Annual percentage rate of charge

18. Calculation of the annual percentage rate of charge (APRC)

Part 6

Creditworthiness assessment

19. Obligation to assess the creditworthiness of consumer

20. Property valuation

21. Disclosure and verification of consumer information

Part 7

Database access

22. Database access

Part 8

Advisory services

23. Standards for advisory services

Part 9

Foreign currency loans and variable rate loans

24. Foreign currency loans

25. Variable rate credits

Part 10

Sound execution of credit agreements and related rights

26. Early repayment

27. Flexible and reliable markets

28. Information concerning changes in the borrowing rate

29. Arrears and proceedings for possession
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appropriate account of factors relevant to verifying the prospect of the consumer
being able to meet his or her obligations under the credit agreement.

(2) A creditor shall ensure that the procedures and information on which the
assessment is based are established, documented and maintained.

(3) The assessment of creditworthiness shall not rely predominantly on the
value of the residential immovable property exceeding the amount of the credit
or the assumption that the residential immovable property will increase in value
unless the purpose of the credit agreement is to construct or renovate the resi-
dential immovable property.

(4) Where a creditor concludes a credit agreement with a consumer, the credi-
tor shall not subsequently cancel or alter the credit agreement to the detriment
of the consumer on the grounds that the assessment of creditworthiness was
incorrectly conducted. This paragraph shall not apply where it is demonstrated
that the consumer knowingly withheld or falsified the information within the
meaning of Regulation 21.

(5) A creditor shall only make credit available to the consumer where the
result of the creditworthiness assessment indicates that the consumer’s obli-
gations resulting from the credit agreement are likely to be met in the manner
required under that agreement.

(6) Where a creditor consults a database as part of the creditworthiness
assessment, the creditor shall inform the consumer in advance that a database
is to be consulted.

(7) Where the credit application is refused, the creditor shall inform the con-
sumer without delay of the refusal and, where applicable, that the decision is
based on automated processing of data. Where the refusal is based on the result
of the database consultation, the creditor shall inform the consumer of the result
of such consultation and of the particulars of the database consulted.

(8) Before any significant increase in the total amount of credit is granted
after the conclusion of the credit agreement, a creditor shall ensure that the
consumer’s creditworthiness is re-assessed on the basis of updated information
unless such additional credit was envisaged and included in the original credit-
worthiness assessment.

(9) This Regulation is without prejudice to the provisions of the Data Protec-
tion Act 1988 (No.25 of 1988).

(10) A creditor who contravenes a provision of this Regulation commits an
offence.

Property valuation
20. (1) A creditor shall use reliable standards, such as those developed by the

International Valuation Standards Council, the European Group of Valuers’
Associations or the Royal Institution of Chartered Surveyors, when carrying out
a property valuation of residential immovable property for credit purposes, or
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take reasonable steps to ensure that reliable standards are applied where a val-
uation is conducted by a third party.

(2) A creditor shall ensure that internal and external appraisers conducting
property valuations are professionally competent and sufficiently independent
from the credit underwriting process so that they can provide an impartial and
objective valuation, which shall be documented in a durable medium and of
which a record shall be kept by the creditor.

Disclosure and verification of consumer information
21. (1) The assessment of creditworthiness referred to in Regulation 19 shall

be carried out on the basis of information on the consumer’s income and
expenses and other financial and economic circumstances which is necessary,
sufficient and proportionate. The information shall be obtained by the creditor
from relevant internal or external sources, including the consumer, and including
information provided to the mortgage credit intermediary during the credit
application process. The information shall be appropriately verified, including
through reference to independently verifiable documentation when necessary.

(2) A mortgage credit intermediary shall accurately submit the necessary
information obtained from the consumer to the relevant creditor to enable the
creditworthiness assessment to be carried out.

(3) A creditor shall specify, in a clear and straightforward way at the pre-
contractual phase, the necessary information and independently verifiable evi-
dence that the consumer needs to provide and the timeframe within which the
consumer needs to provide the information. Such a request for information shall
be proportionate and limited to what is necessary to conduct a proper credit-
worthiness assessment.

(4) A creditor may seek clarification of the information received in response
to that request where necessary to enable the assessment of creditworthiness.

(5) A creditor may not terminate the credit agreement on the grounds that
the information provided by the consumer before the conclusion of the credit
agreement was incomplete, unless it can be demonstrated that the consumer
knowingly withheld or falsified information.

(6) The creditor, or mortgage credit intermediary as appropriate, shall inform
the consumer of the need to provide correct information in response to the
request referred to in paragraph (3) and that such information needs to be as
complete as necessary in order to conduct a proper creditworthiness assessment.
The creditor, or mortgage credit intermediary as appropriate, shall warn the
consumer that, where the creditor is unable to carry out an assessment of credit-
worthiness because the consumer chooses not to provide the information or
verification necessary for an assessment of creditworthiness, the credit cannot
be granted. That warning may be provided in a standardised format.

(7) This Regulation is without prejudice to—
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This paper is offered by TEGoVA as providing guidance to Member States and candidate Member 

States on the requirements for valuation standards to be considered reliable. 

1. Valuation Basis: clear definition of values should exist at Member State level

A valuation basis is defined as a statement of the fundamental assumptions for assessing a valuation 
for a defined purpose.  

The definition of Market Value 

Member States shall ensure the soundness of market value valuations where the purpose of the 
valuation, the basis required by the client, the objective assessment of property-specific risk factors 
and the potential future market demand for the subject property have to be taken into account. 
Under EVS, valuers should use the following definition of Market Value unless otherwise directed by 
legislation: 

“The estimated amount for which the asset should exchange on the valuation date between a 
willing buyer and a willing seller in an arm’s length transaction after proper marketing wherein 
the parties had each acted knowledgeably, prudently and without compulsion.”1 

Market Value is internationally recognised for the assessment of the value of a property at a given 
moment in time. It estimates the price that could be obtained for a property at the valuation date, 
notwithstanding that this value could alter over time, sometimes very rapidly. The definition of 
Market Value should be recorded in both the terms of engagement and the valuation report. 
Alternatively, the terms of engagement and the valuation report may refer to a standard that 
includes the definition of Market Value. 

Market valuations for secured lending need to take into account any additional or alternative 
requirements of the lender including reference to the suitability of the subject property as security 
for the intended loan. Where the terms of the loan have not been disclosed, the valuer should 
provide an opinion based on normal lending terms having regard, as appropriate, to the profile for 
risk-related criteria for valuations below.  

Assumptions and special assumptions relating to secured lending valuations, as recorded within the 
terms of engagement, will usually require reference to (inter alia): 

 the existing permitted use, any planning permission or potential planning consent for an

alternative use, including any potential or actual impact on value at the specified valuation date;

 market conditions at the specified valuation date and whether any valuation uncertainty relating

to low volumes of reliable comparable evidence, marked volatility or other specified factors had

been taken into account or ignored in reaching an opinion of value; and

 any recent or proposed changes to the property, the immediate or local environment or

legislation that might have an impact on value, and where such an impact is reported, the extent

of that impact. Matters that might be included within this category include potential or actual

contamination, deleterious materials or title of ownership.

1
 EVS1 
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The valuer should confirm whether in undertaking the instruction he has become aware of matters 
that could affect the figures reported. Such matters might include potential contamination on or 
nearby the subject property, the presence of deleterious materials or title. 

Where the market for the property being valued is affected by uncertainty and this is relevant to the 
valuation, the valuer should proceed with caution and comment on the issue to the client. 

The valuer may wish to consider and state the period after which the valuation will be deemed to 
have expired. This may be particularly important in times when values are volatile. 

The definition of Mortgage Lending Value 

Although the majority of professional valuations will be on the basis of market value, there are 
circumstances and markets where alternative bases may be required or more appropriate. In such a 
context, the valuer should establish the purpose for which the valuation is required before using any 
basis of value other than Market Value.  

Some member states might wish to apply an approach considering value-at-risk such as Mortgage 
Lending Value. EVS defines this as: 

“The value of the property as determined by a prudent assessment of the future marketability of 
the property taking into account long-term sustainable aspects of the property, the normal and 
local market conditions, the current use and alternative appropriate uses of the property. 
Speculative elements shall not be taken into account in the assessment of the Mortgage Lending 
Value.” 2 

The intended purpose of Mortgage Lending Value is to provide a long-term, sustainable value as a 
stable basis for judging the suitability of a property as a security for a mortgage which will continue 
through potential market fluctuations. EVS provides further guidance on it. 

“The valuer should address the following key issues when determining the Mortgage Lending 

Value of a property: 

(i) The future marketability and saleability of the property has to be assessed carefully and

prudently. The underlying time perspective goes beyond the short-term market and covers a

long-term period.

(ii) As a principle, the long-term sustainable aspects of the property such as the quality of the

location, construction and layout.

(iii) The income stream of the property used in this valuation should be no more than the

sustainable net rental income that the type of property which is the subject of the valuation

usually produces over time in the specific local market, excluding any actual over-rented

element and other additional unusual or extraordinary cash flows. This means assessing the

sustainable yield on the basis of a judgment of past and current long-term market trends and

not taking any uncertain elements of possible future income growth into account.

2
 EVS2.7.1 
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(iv) The choice of capitalisation rates is also to be based on long-term market trends and

exclude all short-term expectations regarding the return on investment. It should consider

the sustainable income-producing capacity of the property, multi- purpose or appropriate

alternative uses as well as the future marketability of the property.

(v) The valuer must fully deduct administration costs and allow for obsolescence,

reinvestment, annual maintenance, the risk of voids, a tenant not meeting his obligations and

other risks to the rent.

(vi) The sustainability of the comparative values through the application of appropriate

discounts where necessary if the Mortgage Lending Value is derived using comparables or

the depreciated replacement cost approach.

(vii) Mortgage Lending Value is generally based on the current use of the property. The

Mortgage Lending Value should only be calculated on the basis of a better alternative use

under certain circumstances, such as where there is a proven intention to renovate or change

the use of the property. Essentially speculative or transient uses are excluded.

(viii) Further requirements, for example, with respect to compliance with national standards,

transparency, content and comprehensibility of the valuation, complement the legal

framework for the calculation of Mortgage Lending Value.” 3

Consistency of the valuation basis 

EVS requires that “valuers only use recognized bases of valuation that are compatible with the 
purpose of the valuation and, in doing so, honour the principles of transparency, coherence and 
consistency.” (EVS2 – Valuation Bases Other than Market Value)  

It is particularly important that the national framework transposing the Directive ensure that the 
valuation basis is consistently implemented, i.e. that the same definitions are used and same 
principles applied throughout national regulation or statutory provisions. 

2. Valuations should be carried out by Qualified Valuers

Member States shall ensure that each valuation is “carried out by, or under the strict supervision of a 
Qualified Valuer”4.  

“Qualified Valuer” is not a reference to the specific qualifications of any one professional or other 
body but what is required for a valuer to be properly qualified to undertake the valuation in question 
in terms of experience, training, skills and knowledge.  Professional bodies seek to capture that in 
their own qualification processes while certification schemes can affirm compliance with process.   

3
 EVA2.5.8 

4
 EVS3 – The Qualified Valuer 
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TEGoVA and EVS provide guidance to its member associations and their members on the important 
issues here, including the provisions of EVS3, the Minimum Educational Requirements, TEGoVA’s 
Code of Ethics and provisions highlighting the problems of any conflict of interest. Stress is placed on 
the valuer being independent. TEGoVA’s Recognised European Valuer (REV) scheme is a further 
means of giving recognition to qualified practicing valuers.    

The valuer must be able to show professional skill, knowledge and competence appropriate to the 
type and scale of valuation and must disclose any factor which could compromise an objective 
assessment. The valuer must be competent to give advice on comparative property and sector-
related risks if this is required. It is generally the role of the lender to assess risk as it relates to the 
financial status of the borrower or in the context of the overall geographical, sector, and client bias.  

Minimum Educational Requirements 

EVS requires that valuers meet minimum educational requirements. 

As part of its education strategy of supporting standards of professional competence, TEGoVA sets 
Minimum Educational Requirements (MER) for its member associations to require of their qualified 
members. Sub-annex I contains a summary of TEGoVA MER. 

Qualification Tools – Recognised European Valuer (REV) 

Diverse qualification tools exist across Europe, including personal certification and/or statutory 
licencing systems in a certain number of Member States. TEGoVA has developed the Recognised 
European Valuer. By the granting of the status 'Recognised European Valuer' and designation REV, 
TEGoVA provides individual practising valuers with a well-defined indicator of qualification and 
experience, with the aim of assuring clients of their valuation proficiency.  

Code of Ethics and Conduct 

Valuers will at all times maintain the highest standards of honesty and integrity and conduct their 
activities in a manner not detrimental to their clients, the public, their profession, or their respective 
national professional valuation body. 

Member States should encourage valuers to adhere to a Code of Ethics and Conduct. The mandates 
of TEGoVA’s Code extracted from the full Code in EVS, are in Sub-annex II. 

All Qualified Valuers and their representative professional or technical organisations and valuation 
companies are required to adhere to a Code of Ethics and Conduct. 

Conflicts of Interest 

The requirements of the valuer in terms of professional objectivity mean that he must be aware of 
anything that could be perceived as a conflict of interest. In his initial inquiries he should ask the 
client to identify any other interested or connected parties so as to establish whether there is a 
possible conflict of interest for the valuer, the valuer’s partners, co-directors or close family.  
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If such a conflict exists, then this should be disclosed in writing to the client who may then choose 
whether or not to confirm the appointment, subject to a clear statement of the circumstances in any 
Certificate or Report that is produced by the valuer.  

There may be circumstances where the valuer, despite the client’s wishes, will still decline to accept 
the instructions. 

Independence of the Valuer 

While the valuer must always be objective and professional in his appraisal and assessment of value, 
in many cases it will be necessary and professional for the valuer (and where appropriate any 
valuation company) to show that he is independent of any party interested in the outcome of the 
valuation. Any such connection, other potential conflict of interest or other threat to the valuer’s 
independence and objectivity, should be disclosed in writing to the client and recorded in the 
valuation report. 

3. There should be a clear description of the valuation process

EVS requires that the terms of engagement and the basis on which the valuation will be undertaken 
are set out in writing and agreed before the valuation is reported.  

The valuation must be researched, prepared and presented in writing to a professional standard. 
Departures from standards must be reflected in the valuation report.  

Prior approval must be obtained from the client where work is sub-contracted to other specialist 
valuers or where substantial third party professional assistance is necessary. This approval must be 
recorded in writing from the client and disclosed in the Valuation Report. 

In all cases, including where there is limited information, inadequate inspection opportunities, or 
restricted time available to the valuer, this shall be recorded in the valuation report.  

Should a valuer need to make special assumptions or be required by the client to value on the basis 
of special assumptions, it is essential that the terms of engagement state clearly that the valuation 
report, and any publication based on it, will set out in clear terms the instructions relating to the 
valuation, the purpose and context of the valuation, the extent to which enquiries have been 
restricted, the assumptions that have been made, the dependence that has been placed on the 
accuracy of the sources of information used, the opinion that the valuation represents and the extent 
of non-compliance with professional standards. 

Property Inspections 

The  valuer  must  undertake  inspections  and  investigations  to  the  extent  necessary  to  produce  
a  valuation  which  is  professionally  adequate  for  its  purpose.  The  nature  of  the  on-site  
inspection  will  depend  upon  the  property  and  national  legislation,  custom  and  practice. It will 
usually  include  the  interior  of  the  buildings,  the  locality  and  the  environment  in order to 
record  all  matters which appear relevant to the value of the property.  Exceptionally, if stipulated by 
statutes or instructed by the client, there may be a more limited inspection or the valuer may be 
authorised to rely on an inspection report prepared by a third party. 
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If an inspection has not been made, or it was not carried out in a proper way to gather all necessary 
information, this fact and the reason for the restriction must be recorded in the Valuation Report.5  

Terms of Engagement 

EVS requires that Terms include reference to: 

 the client’s identity, specifying a corporate or personal persona;

 the purpose of the valuation

 the precise extent of the property being valued with reference to a plan or other fixed object;

 the basis or bases of value;

 a specific valuation date, not  “as of the date of valuation”;

 any previous involvement with the property or the parties involved;

 the status of the valuer, clarifying whether acting in an external  capacity, specifying a corporate

or personal persona; or as an internal valuer;

 all assumptions and special assumptions that will be made in preparing the report;

 the scope and extent of investigations that will be undertaken and any verification that will be

required by the client or his representatives, together with confirmation of the valuer’s

competency to undertake the instruction;

 reliance placed on information provided by the client, or third parties;

 any restriction placed on publication of part or all of the valuation produced;

 the extent to which a duty of care will be provided, stating any exclusions as to parties or matters

as determined by the valuer or requirements of insurers;

 compliance, where appropriate, with European Valuation Standards, 7th edition; and

 the basis of fee to be charged, as determined by the valuer or prescribed by third parties or

statute.6

Any variations must be recorded in writing to avoid misunderstanding and consequential dispute. 

4. Member States should define requirements regarding the content of the valuation report

EVS requires that valuations are “presented in clear written form to a professional standard, 
transparent as to the instruction, purpose, basis, method, conclusion and prospective use of the 
valuation”7. Valuation reports are supposed to detail the scope, key assumptions, valuation methods, 
and conclusions of an assignment. 

The form and detail of a valuation report will be a matter for the valuer’s discretion but must meet 
the specific instructions from the client to the valuer and have regard to the purpose of the valuation 
and the use that the client proposes to make of the valuation.  

5
 EVS4 6.2-6.7 

6
 EVS4.5.2 

7
 EVS5 
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EVS requires that the valuation report generally include: 

• the instructions for the assignment;

• the valuer’s qualifications;

• the basis and purpose of the valuation;

• the valuation date

• a description of the property, including a note as to the basis on which areas have been

measured;

• a summary of the legal context (tenure, tenancies, development control, etc.);

• a commentary on the market for the property;

• a description of the valuation methodology and analysis;

• any assumptions that have been made;

• any limitations on the report;

leading to and concluding with the opinion as to the value of the property, including, where 
appropriate, details of comparables used. It may also explain the analytical processes undertaken in 
carrying out the valuation, and present the supporting information. 

5. Risk measurement tools

“… it is desirable to ensure appropriate monitoring of residential immovable property markets and for 
the mechanisms in such provisions to be in line with Directive 2013/36/EU of the European Parliament 
and of the Council of 26 June 2013 on the access to the activity of credit institutions and investment 
firms.” Extract from Recital 26 

Property rating8 

Regarding the increasingly risk sensitive environment driven by the Basel Committee on Banking 

Supervision and the European institutions, Member States should promote rating systems assessing 

the quality of real estate and property markets, identifying risks and revealing opportunities. 

A rating tool not only provides transparency as to property risks but can also be used for a number of 
other purposes such as real estate portfolio analysis and controlling, risk assessment of property 
portfolios for securitisation purposes or the analysis of real estate investment decisions. As a rating 
tool shows the profile of “risk and opportunities” of properties, it is particularly well suited as a 
portfolio management tool measuring the risk exposure of financial services providers or real estate 
investors. By this means, it also contributes to a high level of transparency in property valuation. 

Profile on Risk Related Criteria for Valuations9 

Member States should also recommend that certain risk related criteria be used when preparing and 
interpreting property valuations for lending purposes. These criteria relate to valuations using 
mortgage lending value or market value and can be considered independently of the valuation 
approach.  

8
 See European Property and Market Rating : A Valuer’s Guide – EVS Part 3 

9
 See European Mortgage Federation Profile for Risk Related Criteria for Valuations – EVS Part 3 

pg: 55



The risk profile can be used by lenders to obtain additional information that would improve their 
recognition and management of risk. The profile is intended to enhance the quality of valuations by 
covering what could be of interest to mortgage lenders. In this respect, the risk profile can be seen as 
a tool to manage and reduce risk. It should prove useful in improving the quality of valuations and 
increasing the credibility of valuation with supervisors.  

More precisely, a valuation of property for lending purposes should reflect the following risk criteria: 

• Market Risks (Timing (present market conditions), Market cycles, Market volatility / stability /

liquidity, Demand and supply, Economic stability of the market, Market structures, Attractiveness

of regional markets, Investor or owner occupier driven market, Behaviour of the market

participants, Demographic trends, Labour supply, Other investment opportunities

• Location Risks (Planning and development of the immediate neighbourhood and the greater

surroundings (micro & macro), Development of the region, the city and the district, Competition:

micro-trends of the local economy / other alternative investment opportunities at local level,

Suitability of the location for investment, revenues and increases in values Infrastructure, Public

utilities / local supply, Attractiveness of the location for companies)

• Construction related property risks (Physical / architectural issues / quality of the property

(fitting out, age etc.), Maintenance requirements, Economic efficiency, Environmental efficiency,

Marketability and appropriateness for third party users, Flexibility for other types of use,

Contamination / polluted land, Reconstruction cost

• Tenants / Leases (Strength of tenants, Reputation of tenants, Cash flow risks, Strength of

investor)

• Tax risks (Current tax situation, Potential positive / negative changes, Local tax regime, Regional

incentives)

• Legal risks (Ownership, Planning permission, Country specific lease structures, Subsidies,

Efficiency of enforcement (repossession) and forced sale Liability for contamination)
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