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Introduction
On the 4th & 5th of October 2006 the special workshop on Spanish
property valuation system took place in Madrid. The workshop was
organized by the Spanish Mortgage Association based on the initiative of
the Polish Mortgage Credit Foundation. In the workshop participated the
representatives of the banks-members of the Polish Mortgage Credit
Foundation as well as the representative of the National Bank of Poland.
The mortgages have been growing significantly during the past few years in
Poland. The growth in the market has largely been driven by favourable macro
environment, liberalization of credit conditions as well as high competition. The
Polish Mortgage Credit Foundation as a voice of mortgage lenders in Poland, has
been involved in developing the effective legal infrastructure regarding property
valuation, which is one of the preconditions for prudent growth of mortgage
portfolio.
We appreciated the opportunity given by the Spanish Mortgage Association to hear about the experiences of
the Spanish market and the legal reforms in the area of property valuation resulting in well-functioned
valuation system with an effective participation of many bodies involved in that process. The main pillars of the
Spanish valuation system, worthy of note, are the following:
•
valuation companies responsible for valuation process and validation of valuation,
•
One type of the property valuation used for mortgage industry (valuation report and valuation
certificate with the use of mortgage lending value),
•
Supervision of the Bank of Spain.
The Mortgage Credit Foundation is delighted to present you the report on the logistics and the economics of
the process of property valuation for lending purposes in Spain, which is based on the mentioned workshop.
We would like to cordially thank Mr. Jose Ramon Ormazabal from the Spanish Mortgage Association for
great hospitality and preparation of an interesting agenda.
The agenda of the seminar included:
•
meeting with Mr. Jose Manuel Gómez de Miguel, The Bank of Spain's Regulation Division Head
•
meeting with Mr. Leandro Escobar, Head of Economics, ATASA (Valuers Professional
Association)
•
meeting with Mr. Luis Montero, General Manager SIVASA (Grupo Santander Valuation
Company)
•
meeting with Mr. Luis Leirado, General Manager, TINSA (Independent Valuation Company)
•
the meeting with Mr. Jose Ramon Ormazabal, Spanish Mortgage Association
We would like to thank all experts from the above institutions who participated and were involved in the
discussion.
It appeared that valuation system in Spain is highly effective and provides good solutions for smoothing the
cooperation between all parties involved in this process, covering the European standards.
The information we were given will be useful for the discussion on the needed improvements in the field of
valuation for lending purposes in Poland. The knowledge about Spanish system might be fruitful for other
countries as well.

Dr. Agnieszka Drewicz-Tulodziecka
President of the Mortgage Credit Foundation
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The Spanish Mortgage Association (Asociación Hipotecaria Española, AHE) is an organisation made up of
banks, savings banks, cooperatives and credit financial institutions which have a major presence on the
mortgage market. The members of the Association hold approximately 80% of the mortgage loan market.
As a specialised professional association, A.H.E. represents its members' interests in all aspects related to
mortgage activities, and it therefore maintains a close contact with the different ministries which are
responsible for drawing up regulations which affect this market (principally, the Ministry of Economy, Ministry
of Justice and Ministry of Housing, etc.) and with the Bank of Spain.
AHE also takes a great interest in all matters related to transparency and protection of consumers. In this field,
and together with the National Institute of Consumption, it has edited a "Mortgage loans guide", which can be
consulted on this page. It also has several publications on legislation and the system of transparency of
mortgages.
The Association also provides a source of statistical information, which it updates regularly, on subjects related
to the mortgage market, including interest rates and reference indexes, and also credit operations and issues
of deeds. Its aim in this respect is to provide more in-depth knowledge of this market.
A.H.E.'s international activity is basically focused on its participation in the European Mortgage Federation
(EMF), which groups together the mortgage loan entity associations in the European Union. The Association
plays a very active part in all the governing bodies and working groups of the EMF, and is responsible at a
national level for releasing news of communications and other reports edited by the EMF in matters regarding
current issues which affect mortgage business at a European level. In this way, it provides Spain with
increasing knowledge of the mortgage markets of the other European Union countries.
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1. Property market
General outlook provided by SIVASA
General Situation 2006

High activity levels

Real Esteta market drivers

Employment generation
Low interest rates
Generation of family units
Immigration
Holiday home market

New homes started
(1st quarter 2006)

211,556 houses ≈ 4.1% 2005
≈ 17% subsided

Offer

High – rising

Housing Stock

Rising

Officially approved projects
(1st quarter 2006)

250,000
(+18.9% (2005) → 209,719)

Freehold, new home prices

Increase of 11.9% to 15.89%

Mature / used home prices

Rise – stable
Lower demand pressure

Time to market

Final sale → unsold after built ≈ 25%
Lower sales on development plan
New housing
Developments
24-34 months
Coast
24-36 months
Mature housing
6-12 months

Mature property market

Decelerating
Offer rising
Not enough demand
Sale periods increase
Prices vary with product

Renting market

Insufficient

Land for housing

Decreasing

Most sold

> €240K

Most wanted

≈ 103 sqm
> €175K

page 5 of 31
Polish Mortgage Credit Foundation: www.ehipoteka.pl

Freehold house market

ACTIVE, SUSTAINED ACTIVITY LEVELS
Well-balanced demand according to type & price
Higher time to market
Rising offer
Rising prices

Subsidised house market

INCREASING ≈ 83,000 NEWLY BUILT
Demand much higher than offer
New types subsidy created:
Maximum price / subsidised cost
Rising prices

Holiday home market
(2nd home)

SUSTAINED ACTIVITY LEVELS
Decelerating demand levels
(depending on areas and prices)
Offer higher than demand
Lower foreign investment during 1st quarter 2006 (-10.2%)

OFFICES

ACTIVE market

Positive forecast
in central areas

SHOPPING
CENTRES

SUSTAINED market

Moderation

WAREHOUSES

ACTIVE market

Sustained

RETAIL OUTLETS

ACTIVE market

High demand
in luxury zones
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2. Mortgage market
During 2005 the Spanish mortgage market exceeded the most optimistic expectations, since most
experts had forecasted an increase in outstanding mortgage credit of about 15 % by the end of
the year. However, at the end of 2005, the volume of outstanding mortgage credit (residential and
commercial) amounted to more than €700.000 (€739.296) million, the result of a rise of 26.9%
from the previous year.

During the second half of the year, the Spanish mortgage market
expanded strongly, achieving the highest growth rate of recent
years, with year-to-year differences that exceeded 26% in
November and December. In March 2006, the year to year
change reached 27.3%, a record high. One of the major reasons
for this performance was the level of interest rates of mortgage
credit. Despite having undergone a slight upturn in the last
quarter of 2005, mortgage interest rates remained very low and
have continued compensating for the rise in house prices. The
good performance of the economy, strong employment, and the
increase in demand for housing of immigrants, has also boosted
mortgage demand.

During 2005, the Bank of Spain introduced new financial reporting requirements for credit
institutions arising from the European Union’s adoption of International Financial Reporting
Standards (IFRS). Due to this new regulation, the default rate of mortgage credit has been
affected. As a result, the new data since June 2005 shows a slight increase, which is not the result
of households’ inability to repay loans, but instead is an accounting effect. The default rate of
residential loans at the end of 2005 was 0.373%.1

1
Lorena Mullor, Spanish Mortgage Association, published in the HYPOSTAT 2005, the European Mortgage
Federation
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3. Mortgage funding
Spain is one of the largest issuers of covered bonds in Europe. Therefore, because of the scale of
the issues, it is very important to keep the high quality of the property valuation process in Spain,
including the monitoring of price movements.

At the end of 2005, the value of outstanding mortgage
bonds (including structured mortgage bonds) was
€157.663 million and the value of outstanding MBS had
reached €70.941 million. The total amount of mortgage
assets in the market accounted for 30% of total mortgage
credit at the end of the year. The year 2005, saw a strong
increase in new issues of mortgage assets, recording a
volume over €89.000 million. This accounted for
approximately 40% of the total outstanding mortgage
assets. At the end of the year, 50% of gross mortgage
lending was financed by the issuance of MBS and mortgage
bonds.2

2
Lorena Mullor, Spanish Mortgage Association, published in the HYPOSTAT 2005, the European Mortgage
Federation
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4. Property valuation for lending purposes – general outlook
The concept
The concept of the property valuation in Spain is based on the valuation companies. The
cooperation between a bank and a valuation company is regulated by law. The activity of valuation
companies as well as the process of valuation itself are supervised by the Bank of Spain.
Therefore the Spanish valuation system is one of the strictest regulated system in Europe.
Regulations
The Valuation Reports are prepared in accordance with the order of the Spanish Ministry of the
Economy ECO/805/2003 regarding Rules for Valuation of Property And Certain Types of Interests
For Certain Financial Purposes.
The Valuation Reports are signed by a competent professional expert in accordance with the article
37.3 of the Royal Decree 685/1982, dated March 17th, altered by the Royal Decree 1289/1991,
dated August 2nd.
The valuation companies have to fulfil the minimum requirements set by the Royal Decree
775/1997, May 30, on Legal State of Clearance for Valuation Entities.
The valuation companies can operate on both external and internal bases. SIVASA is an example
of an internal, fully registered valuation company. SIVASA is owned by a special mortgage lending
company, which is capitalized by Santander Group. TINSA is the largest external valuation
company in Spain.

Is valuation required?
In theory, the valuation is not an obligation for lenders. Valuation is mandatory for covered
bonds issuing or mortgage securitization transactions. When issuing covered bonds or MBS,
particular requirements should be fulfilled. It refers not only to valuation, but also to property
insurance, LTV ratio etc.
Appraisal value is used in:
•
Mortgage lending for securitization
•
Calculation of coverage for technical provisions of insurance institutions
•
Determination of asset values within real estate funds’ portfolios
•
Determination of real estate values within pension funds’ portfolios
•
Other
The property valuation is also a requirement for preferential risk weighting of mortgage credit
exposure (50% risk weight). The full risk weight, i.e. 100%, is applied to the mortgage credit
exposures without property valuation.

Credit process
A client negotiates an amount of mortgage with a bank, presenting main characteristic of a
house/flat. The price of the house/flat determines the amount of credit. The client has to provide
the bank with certain information about the property. The bank uses credit scoring system in order
to evaluate the client’s creditability. The score system is applied to about 80% of all mortgage
loans. Two registers, i.e. positive and negative, are used in the process of assessing client’s
creditability.
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The results of scoring system
•
•
•

If the scoring system says “YES” – the client can be granted a loan. The decision of
granting a loan is already approved. Then legal checking of the property, followed by a
valuation of the property take place.
If the scoring system says “NO” - client can not be granted a loan.
If the score system says “PERHAPS” – the decision is taken by the credit committee and
then legal checking of the property and a valuation of the property take place.

Legal checking of the property and the valuation of the property
The legal property data is usually checked by a body separated to valuation company – a company
external to the bank. The company checks if there is any charge with the property presented in
the property register). It has to be done before starting the valuation process. It should be
noticed that all properties are registered in Spain.
The client is charged with a valuation fee before a start of the valuation process. The client pays
the valuation fee for both, checking of legal aspects regarding the property and the valuation
report. When the valuation fee is paid by the client, the bank settles accounts with the valuation
company and the company involved in checking the legal issues of the property.
It is the bank decision who will perform the valuation. This decision usually depends on the
property’s location. For Santander, the decision is made by the credit division with an advise of
SIVASA. SIVASA manages the information about approved external valuation companies. In some
circumstances, depending on the property location, the lender can choose between SIVASA and
other valuation companies to be provided with the valuation.
How long does it take to make the final decision of granting a loan? It takes about one week to
make the final decision of granting a loan. The valuation is usually delivered to the lender from 24
to 48 hours from the moment of sending the order to the valuation company.
Monitoring and revaluation of the property
There is no need to revaluate the value, as the concept of the property valuation system is based
on mortgage lending value.
Revaluation is necessary only for refinancing loans/ re-mortgage (valuation update).
Under the new directive on capital requirements, a frequent monitoring has to be arranged for
both residential and commercial properties. However, it should be stressed that frequent
monitoring does not mean a new valuation. SIVASA will provide Santander Group with such
monitoring. But it means the monitoring of property market segments and not the particular
properties.
There are many advantages of using mortgage lending value. One of the most important regards
the above mentioned, i.e. no necessity for revaluation. However, there are also some
disadvantages, e.g. how to explain the clients why the value of the property is lower than the price
of the property?
The valuation companies use the market data and try to evaluate the risk in a long-term
perspective. If there is a need to revaluate the property, the lender will cover the fee for the new
property valuation. There is no clause in the credit agreement requiring client to be charged with
the fee for new valuation of the property.
The Spanish system of valuation meets the core risk related criteria with the local valuation
requirements (valuation report).
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Core risk related criteria recommended by the European Mortgage Federation
1. 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
2. Location Risks
• Planning and development of the immediate neighborhood 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 businesses
3. Construction related property risks
• Physical / architectural issues / quality of the property (fitting out, age et cetera)
• Maintenance requirements
• Economic efficiency
• Marketability and appropriateness for third party users
• Flexibility for other types of use
• Contamination / polluted land
• Reconstruction cost
4. Tenants / Leases
• Strength of tenants
• Reputation of tenants
• Cash flow risks
• Strength of investor
5. Fiscal risks
• Current tax situation
• Potential positive / negative changes
• Local tax regime
• Regional incentives
6. Legal risks
• Ownership
• Planning permission
• Country specific lease structures
• Subsidies
• Efficiency of enforcement (repossession) and forced sale procedures
• Liability for contamination
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Added value by the Spanish valuation model presented by ATASA:
•
•
•
•

•

•

•
•
•
•
•

•
•
•

Clear regulation and strict supervision (because of such strict regulation the quality and
transparency criteria are homogeneous)
Homogeneous quality & transparency criteria
Uniformity in valuation methods
Quickness in response (the average time needed to provide lender with the property
valuation is from 24 to 48 hours)
Double-checking supervision system
The valuer sells their report to the valuation company, where the report is controlled by
the special control division. If there is something wrong with the report it is sent back to
the valuer in order to revise it. The second level of checking is the supervision of the
Central Bank of Spain.
Research and Development
Computer programmes & databases
Prognoses
Ease of relationship between clients & valuation companies
Education of professionals & know how transmission
Company liability for damages (the valuation company is liable for damages, not the
individual valuers)
Reduction of risks
Economies of scale for industry and clients (influences the pricing of the valuation; the
valuation cost of residential property is 300€ on average)
Client’s satisfaction

The ultimate goal of the Spanish valuation system:
The valuation system should be reliable for investors of covered bonds.
Spanish valuation industry in numbers
•
Almost 1.8 mio valuations in 2005.
•
More than € 750,000 mio valued amount
•
Around € 600 mio revenue
•
More than 17 mio valuations since 1982
•
Some 8,500 qualified valuers
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Source: ATASA

Source: ATASA

The valued amount increased because of both the increased number of valuation as well as the
rise of prices.
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5. Regulation framework for valuation
Core regulations
•
•

•

The Valuation Reports are done in accordance with the order of the Spanish Ministry of the
Economy ECO/805/2003 regarding Rules for Valuation of Property And Certain Types of
Interests For Certain Financial Purposes (the Ministerial Order)
The Valuation Reports are signed by a competent professional expert in accordance with
the article 37.3 of the Royal Decree 685/1982, dated March 17th , altered by the Royal
Decree 1289/1991, dated August 2nd. The assessors are architects, technical architects,
engineers, or technical engineers of a particular speciality, depending on the nature of the
subject to be appraised.
The valuation companies have to fulfill the minimum requirements set by the Royal Decree
775/1997, May 30, on Legal State of Clearance for Valuation Entities.

Valuation Market in the structure of Spanish mortgage financing and funding structure

Latest step in evolution of technical rules begun in 1981, developing the Law regulating the
Mortgage Market and its legal development.
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Valuation regulation - selected issues
•
•

•
•
•

•

•
•
•
•
•
•

Individualized valuation (Whenever the value the property is prepared, the inspection
of the property has to take place)
In situ analysis of property
– Physical and registry verifications
– Measuring
– Technical description
Analysis of urban planning situation
Identification and elimination of speculative elements
Market analysis (it regards local market)
– Current situation
– Evolution
– Tendency
Valuation methods
– Cost
– Comparison
– Capitalization
Identification of subject property
Measuring and sketch drafting
Inspection by architect or engineer with expertise on the subject property type
Property and market analysis
Data on Costs, Discount Rates and Yields of the corresponding markets
Industry-specific analysis for valuation of specialized trading property

Year 2003 saw important legal changes regarding property valuation, i.e. the introduction
of the Ministerial Order, ECO 805/2003.

General Provisions of the Ministerial Order, ECO 805/2003:
– Scope, principles and definitions
– Verifications and documentation
– Conditioning factors and admonishments
• Calculation of Appraisal Value:
– Technical valuation methods
– Valuation of properties and interests
• Elaboration of Valuation Reports & Certificates:
– General provisions
– Formal aspects
– Structural aspects

Year 2003 saw also inclusion of main innovation for Spanish valuation system, i.e.
mortgage lending value.
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Market value versus Mortgage Lending Value

Market value:
According to IVS: Estimated amount for which a property should be exchanged on the date of
valuation 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.
According to ECO/805/2003: Price for which a property could be sold, under a private contract
between a willing seller and a private buyer in an arms-length transaction on the valuation date,
assuming that the property is publicly exposed to the open market, that market conditions permit
orderly disposal of the property, and that a normal period of time is available, having regard to the
nature of the property, for the negotiation of the sale.
Mortgage Lending Value
According to IVS: Value of the property as determined by the Valuer making a prudent
assessment of the future marketability of the property by taking into account long-term
sustainable aspects of the property, the normal and local market conditions, and the current use
and alternative appropriate uses of the property. Speculative elements may not be taken into
account in the assessment of mortgage lending value. The mortgage lending value shall be
documented in a transparent and clear manner.
According to ECO/805/2003: Value of a property that has been determined by a sensible
appraisal of the future possibility of trading with a property, considering its durable long term
aspects, normal and local market conditions and its use at the moment of the valuation and
appropriate alternative uses. In the determination referred to in the previous section, speculative
elements shall not be included.

Main aspects of mortgage lending value to be considered:
• Speculative elements
• Risk of future falls in collateral value
• Market Value adjustments
According to article 12 of the Ministerial Order “… the appraisal company shall warn, in an explicit
and motivated manner, of the possibility that the appraisal value of the property should
fall in the future, showing the available data (past cycles within the same local market, common
expectations among the experts, volatility appreciated in the price of their comparables; market
dominated by speculative elopements, etc.)”.
It is required to take the value down only if the prediction is that process is like to go down. It is
also required to look to local markets, to present the market prognoses, including in the expertise
the probability of factors that can influence the value of the property in the future.
ATASA uses its data bases to prepare such prognoses of the market. Its members are allowed to
use the prognosis in the expertise, but they do not have direct access to the ATASA’s data.
Valuation report and valuation certificate
The lender are provided by the valuation companies with the valuation report and valuation
certificate.
The principles and rules for preparation the above documents are included in the Ministerial Order
(Title III, Chapter I, articles from 63 to 78).
According to the above mentioned provisions, the structure of valuation report should contain
as a minimum the following sections:
a) Applicant of valuation and purpose
b) Identification and location
c) Verification and documentation
d) Location and setting
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e)
f)
g)
h)
i)
j)
k)
l)
m)
n)
o)

Description and surface of land
Description and surface of building
Urban planning situation
Regime of protection, tenancy or occupation
Market information
Data and calculation of the technical values
Appraisal values
Conditioning factors and admonishment
Observations
Date of issue, closing date and signature
Schedule to the report.

Valuation Certificate is a kind of summary of the valuation report. The certificate should
contain among others the following information:
a) the name of the valuation company
b) legal purpose of the valuation
c) a precise reference to the valuation report it summarizes
d) location and type of building, its registry identification, its cadastral reference if possible,
useful surface area in case of buildings and in the event that it is verifiable, surface area
adopted in the calculation of technical values and state of occupancy
e) the valuation methods used as well as the estimated values for each method
f) the appraisal value of the property
g) it shall be signed by a representative of valuation company issuing the certificate.

Valuation report and certificate should go together to fulfill the requirements of lending
policy of credit institutions.

For repetitive transaction (e.g. a building with 20 flats) the whole valuation report and certificate
valuation for each flat should be prepared. However, in terms of fee there is usually a discount,
which is offered by the valuation company, because the valuation reports contain in such situation
the similar information (e.g. local market characteristics etc.).
Expiration of valuations
Valuation reports and certificates will expire after six moths as of the date in which the report
was issued. Only valid valuations can be used for issuing covered bonds or MBS!

Verification of valuation: Minimum items to be checked
According to the regulation (Title I, Chapter II, article 7 of the Ministerial Order), in order to
determine the appraisal value, the following areas of valuation have to be checked by the control
department of the valuation company:
• PHYSICAL SURVEY:
– Location
– Viewing inspection
– Area measurement & characteristics
– Rights of way
– Services
– General condition
• OCUPATION AND PURPOSE
• TENANCY:
– Freehold
– Leasehold
• HERITAGE
• COMPLIANCE WITH LOCAL LAND PLANNING
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THE VALUER STEPS:
1. DOCUMENTATION ANALYSIS
LAND REGISTRY CHECK:
Location, ownership, boundaries, area survey,
annexes, status (subsidized, council),…
PHYSICAL CHECK:
Location, contour and plan check, rights of way…
REGIME ANALYSIS (level of subsidy)
LAND PLANNING AND DEVELOPMENT COMPLIANCE
2. DATA COLLECTION
LOCATION AND SURROUNDINGS
Area identification, employment, population,…
Significance, homogeneous environment features…
PROPERTY
General description
Building and installation features
State of repair

3. MARKET SURVEY
OFFER AND DEMAND
FORECAST ANALYSIS
SELECTION OF MARKET INDICATORS
Six comparable elements (this is a number, which is required by the regulation)
Homogeneous selection
The information gathered by the appraisal will be included in the data base of the valuation
company. But the external valuers do not have the access to the data base of the valuation
company. The valuation company uses its data base for control process of valuation provided by
the external valuers.
4. VALUAION
AREA SURVEY:
Surveyed value vs. registered value ratio
APPROACHES TO VALUE depending on nature and
state of repair of property:
Cost Approach Direct Sales Comparison,
Income Approach others
Building cost and depreciation
Land value
Market value: use of homogeneous indicators
Other values: taxes, period, …
Valuation
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5.1. The Bank of Spain
The activity of valuation companies as well as the process of valuation itself are supervised by the
Bank of Spain. Therefore, there are two departments involved in the property valuation issues,
connected to the regulations and to the supervision.
There
are
two
kinds
of
requirements as for valuation
company.
These
requirements
refer to internal organization of the
company as well as to the rules
connected to the activity - the
valuation procedures.
The Bank of Spain’s control
ensures that the shareholders of
the valuation companies, which are
banks, do not influence on the
valuation process.

BANCO DE ESPAÑA

The Bank of Spain has two kinds of
responsibilities: in the field of
appraisal techniques and in the
field of solvency and accountancy
regulations for credit institutions.

In terms of mortgage funding via capital market the special provisions regarding mortgage loans
were set by the Bank of Spain:
•
Maximum LTV for residential mortgage loan - 80%
•
Maximum LTV for commercial mortgage loan - 60%
In terms of capital requirements the following risk weights were set by the Bank of Spain:
•
50% risk weight is applied to the whole residential mortgage exposure (only if
property valuation is provided)
•
100% risk weight is applied to the whole commercial mortgage exposure
The Bank of Spain is setting now the new requirements for independence in the area of valuation
according to the provision of new capital requirements directive (CRD). According to CRD credit
institution will have to ensure independence of valuation process from the credit decision process.
The Bank of Spain’s approach is in line with the protection of the investors of covered bonds. To
provide the mortgage market with covered bonds, the portfolio with a very high quality must be
set. This high quality of the mortgage portfolio is the responsibility of banking supervision. It is
worthy to mention however, that the responsibility regarding the capital market is split between
the Spanish National Securities Market Commission and the Bank of Spain. The Bank of Spain
supervises the whole mortgage portfolio.
The Bank of Spain’s observations:
•
•
•
•

The Spanish valuation market is too concentrated. There is no space for small local
entities. The initial capital for valuation company (300.000€) is also the barrier to enter
the market.
The mortgage portfolio is prudent expanded.
Overvaluation is observed on the market, but the ratio of doubtful credits is still very low –
about 3,5%.
Bank should not be obliged to accept the valuation provided by a client. The valuation
which is not included in the valuation process established by bank.

Inspections of the Bank of Spain
Every three years The Bank of Spain controls all the policy of the valuation company. The
inspection lasts usually two months.
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5.2. ATASA
ATASA it is the Professional Association of Valuation Companies in Spain with their
headquarters in Madrid.
ATASA was established
February 1985.

as

of
ATASA

37 Valuation Companies of 57
operating on the market are the
members of ATASA. It represents
more than 7,000 professionals of
9000 operating on the market 82% of the industry’s activity in
Spain
ATASA is a member of Tegova and
IVSC.

The main goals of ATASA are following:
•
Representing the members and valuation industry before Government & general
public
•
Applying our Code of Ethics to achieve highest professional quality (issued 6 years
ago)
•
Enhancing integration of our industry in EU and rest of world
•
Guaranteeing quality of valuation reports (ATASA provides its members with the
interpretations of the provisions provided by its technical committee)
•
Acting as experts in disputes and arbitrating (for Government, public entities &
members)
•
Promoting continuous education
•
Presenting proposals to Government on defence and prestige of valuation industry
•
Establishing cooperation agreements on exchange of information
Exchange of information
ATASA established a pool of valuations with more than 3,5 millions registered by now since 2000.
This pool of valuations is a base, which is used by the Ministry of Housing in order to create the
index of properties prices.
Every 3 months ATASA recollect all the valuations prepared by its members, it means more than
350000 valuations every 3 months. They are collected in the pool.
The main segmentation criteria is primary and secondary market. The segmentation criteria is also
geographic, i.e. municipalities, provinces and regions. As first, ATASA uses zip cod level.
On the above mentioned rough data ATASA prepares some market’s statistics as well as some
prognosis for the market, which are used by its members.
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6. Valuation companies
The main concept in the valuation industry in Spain is the valuation company. The valuation
companies have mainly contributed to huge development of the valuation professionalism in Spain
for last years. The valuation companies have to fulfill the minimum requirements set by the Royal
Decree 775/1997, May 30, on Legal State of Clearance for Valuation Entities.

An individual valuation professional is not allowed to provide valuation for financial
institutions in the following areas:
- if the valued property is used for mortgage industry,
- if the valued property is used for technical reserves coverage of insurance companies
- if the valued property is a part of equity of investment funds
- if the valued property is a part of equity of pension funds

The main requirements for the valuation company set by the Royal Decree 775/1997:
•
•
•
•
•

Sociedades anónimas (private stock company)
Able to value all types of property
Minimum capital: € 300,000
Minimum insurance capital: € 600,000
Technical & organizational resources (headquarters, IT system, managing staff and

•
•
•

High or intermediate university degree
At least 3 associated professionals
Strict incompatibilities regime
Exclusivity for certain purposes (mortgage markets, insurance companies, real

controlling staff as well as associated valuation professionals)

•

estate funds and pension funds)

The supervision of the valuation companies is provided by The Bank of Spain. The supervision
regards two areas:
•
Fulfillment of requirements for certification
•
Fulfillment of requirements for statements of valuation in the area of mortgage
industry.
The supervision in remaining areas is provided by the General Directorate of Insurance and the
Spanish National Securities Market Commission.
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6.1. SIVASA
Sociedad Integral de Validaciones Automáticas S.A. (SIVASA) was formed in 1995. A continuation
of Santander valuer’s network, SIVASA is the valuation society for Santander Group
The main objectives of SIVASA are validation, controlling, studying and
analyzing all property valuations and technical reports on development
sites and projects for Banco Santander.
The structure of SIVASA is departmental:
(Head Quarters - 43 staff)
- Management - Quality Assurance
- Administration - Marketing & Sales
- Information Technology - Services (Validation & Control)
SIVASA works with 225 external valuers and 15 societies.

Source: SIVASA

RESULTS of SIVASA’s activity
2005 valuations
technical reports
2006 Forecast valuations
technical reports

107,163
2,324
+8%
+32%

SIVASA uses internet as a main tool of communication with external valuers an other societies.
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Source: SIVASA

GENERAL VALUATION CIRCUIT

Source: SIVASA

SIVASA receives valuation order from a bank and assigns valuer to make the valuation. The
location of the property is one of the criteria considered for the choice. The valuer makes
documentation analysis, visits property, makes market survey and finally proposes appraisal to
SIVASA.
Within SIVASA, the control (technical) department checks the appraisal sent by the valuer. If there
is no revision required, the technical department validates appraisals. If the appraisal needs some
corrections, the appraisal is sent back to the valuer and then new version of appraisal is sent to
SIVASA.
It takes 4 days on average from order to valuation delivery to the bank. SIVASA sends the printed
version of the valuation report to the bank and guarantees the quality of the valuation o the bank.
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The control department’s activity

Source: SIVASA

For validation of valuation control department uses several tools. One of them are matrixes.

Matrix I

Source: SIVASA

The Martix uses different indicators (criteria) to put the valuated property in the right segment.
Depending on the segment of properties there are different criteria of their evaluation, e.g. for
warehouses the main criteria would be the time to reach the warehouse by transport (is it
immediate to get to the warehouse close or rather far ?), for offices – it would be: how close to
the business centre is the office located.
If we have a house with No 2 in terms of value, No 1 in terms of location, and No 1 in terms of
building, the six elements for comparison have to be the same to 2,1,1, to ensure that our
elements used for comparison are comparable.
This classification should be used by all valuers and societies co-operating with SIVASA.

page 24 of 31
Polish Mortgage Credit Foundation: www.ehipoteka.pl

Matrix II

Source: SIVASA

This matrix is built for each zip-code.
THE CONTROL DEPARTMENT

IAEMI REPORT
IAEMI Report is a tool used by the control department. It is an
economic study of the asset under appraisal.
• Market evolution for same types
• Sustainability market analysis
• Product position within the market

THE TECHNICAL REPORT
The technical report is also provided by the control department. The technical report is an
additional document, not required by law, delivered to the bank.
It is FEASIBILITY STUDY for real estate developments based on the information provided by the
developer, compared to market values. It is prepared in order to detect technically interesting
DEVELOPMENT PROJECTS to be financed (or not) by the bank. The VALUER writes the technical
report in the area where the development is located. Technical reports, once written by the valuer,
are checked and validated by SIVASA’s TECHNICAL DEPARTMENT. It takes 5 WORKING DAYS from
the time when the valuer has all documentation from the developer to prepare the technical
report.
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Source: SIVASA

A part of technical report is covered by risk simulation. The valuation company tries to answer
the question whether it is worthy for the bank to lend money to the particular development or not.
Technical and Financial project description
Percentage of mortgaged area
Investment information: construction unit value (€/m2 built )
Sales income: type unit value, requested mortgage amount,
Percentage sales
Financed percentage over mortgage investment
The technical report carries also rating, which is given by the control department.

Source: SIVASA
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The final rating of the development consists of SIVASA’s internal rating (50%) and credit division’s
rating (50%).

Source: SIVASA
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6.2. TINSA
The origins of TINSA stretch back to 1.985 on the initiative of the Spanish Confederation of Saving
Banks (C.E.C.A.).

Its
own
resources
amount
to
27,53
million € and C.E.C.A.
and 36 Saving Banks
currently share it’s
capital.

TINSA

Today TINSA is the largest Real Estate Valuations Company in Spain, in terms of the number of
valuations carried out, the achieved turnover, the total value amount, the advanced technology
used and it’s high qualified team.
Tinsa’s specialization strategy seeks to provide additional services all along the Real Estate
production chain, in this sense, it established TINSA Consulting and SAE Strategic Environmental
Services.
2004 Actual

2005 Actual

NUMBER OF VALUATIONS

375.000

425.000

TURNOVER (Million €)

102,26

129,16

VALUE AMOUNT (Million €)

169.635

232

EMPLOYEES

348

360

VALUERS IN SPAIN

1.262

1.339

Source: TINSA

Tinsa’s market share in Spain is 24%.
The core activity is real estate valuation of all types of properties: housing, promotions, plots,
industrial plants, hotels, offices, shopping centres, agricultural, warehouses, business premises,
homes for elderlies, for various aims: mortgage loans guarantee, assessment on contracts of sale,
fixed company assets evaluations, technical reserves of insurance companies, administrative and
legal proceedings, patrimonial distributions, contradicting valuations, expropriations and
inventories.
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Real Estate Valuations Split in 2005

26%
71%

3%

Others

Expert advice

Mortage

Source: TINSA

Num. of valuations / year in 2005
Mortgage loans guarantee
Accounting Rules Requirements
Insurances Provisions
Mercantile
Expert Advise
Others
Expropriations

302.636
7.312
40
10
11.863
102.891
248

TINSA is organised into Departments and Units having 360 employees in the areas of Control,
Administration, Finance, I.T., Customer Service, Market Research, Marketing, I.D., Commercial
and Promotions Monitoring.
The control of the valuation’s quality takes place in Madrid headquarters by a team of 60 control
valuers, but there is also a control backup in the key offices of TINSA: Barcelona, Palma, Valencia.
Tinsa has 1.339 valuers:
1.224 Urban
88 Agricultural
25 Industrial
1 Mining engineers
1 Others
Tinsa covers the whole country with 29 branch offices, all of them generate Valuation Reports.
TINSA has taken QUALITY as a tool for self-assessment and it applies to every process involved in
the services it provides.
TINSA obtained AENOR´S UNE EN iso 9000 Quality System Certificate in 1999 as well as the
Certification IQNet. The certification specifically refers to the largest branch offices: Madrid,
Barcelona, Valencia, Baleares Islands and Tarragona.
The means to guarantee Quality in TINSA are:
9
Existence of documents and quality processes
9
Processes management with own and specific software
9
Double valuation control by 50 Control Valuers
9
The use of scientific methods
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9
9
9

Exhaustive and systematic check-ups
The use of a market database
A historical database which contains more than 2.400.000 comparables per year

OTHER CERTIFICATIONS
9
9
9
9
9
9

9
9
9

Listed in the Special Register of Real Estate Valuation companies of Banco de España.
Member of ATASA (Spanish Professional Association).
Valuation Regulations in accordance with the order of 1994, European assessment
regulations established by TEGOVA, the European Group of Fixed Assets Assessors.
IVST (International Valuation Standards Comitee).
Member of U.L.I. (Urban Land Institute).
Member of the Consumer´s Arbitration System of the Valencian Autonomous
Government.
TINSA accounts a Civil Responsibility Insurance.
Each Valuer has also an individual insurance in order to guarantee any possible incident
linked to the Valuation Report.
Collaborates closely with the Spanish Mortgages Association and with the Subsecretary of
macroeconomic analysis of the Ministry of Economy in drawing up reports and statistics.

Tinsa’s customers
TINSA cares for institutions and individuals and accounts a portfolio of more than 9.500 regular
customers, both national based as well as from abroad.
200 Financial Institutions: Banks, Saving Banks, Credit Cooperatives, Credit Financial Institutions.
1.300 Private and Public Companies and particulars: Insurance companies, Public entities, Real
Estate investment funds, Pension funds, other entities, particulars.

•
•
•

•
•

TINSA regularly issues reports on price evolution to the
mass media
TINSA´s website is also a platform of knowledge and
advice.
Education is a management tool in TINSA. Training
programmes to incorporate new valuers have been
developed.
More than 70 training courses for specialization take
place each year.
Also external training is offered to the different
professionals dealing with the Real Estate market as well
as to Customers.

TINSA also works in partnership and collaborates with academic Institutions such as:
9
UNIVERSITIES
•
Universidad Politécnica de Madrid (E.T.S.A.M.)
•
Universidad Politécnica de Valencia
•
IADE – UAM (Universidad Autónoma de Madrid)
•
ICADE
•
CEU
•
Universidad de Málaga
9
BUSINESS SCHOOLS
•
IESE
•
I.E.
•
IFE
•
Instituto El Monte
•
Escuela de Negocios de Murcia
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TINSA GROUP

TINSA
CONSULTORIA

SAE
100%

Real Estate
Consulting

TINSA
INTERNACIONALDE
INVERSIONES
100%

Strategic
Environment
al Services

investmen

TAXO

EUROPEAN
ESTATES

50,90%

Valuation
of other

Disinvestme
nt of large
property
portfolios

T-12

GERENS

CERTUM

27,37%

10,00%

5,00%

Administrati

Project
management

Building
Technical
Control

AVALTAXO (Portugal) – 51%
TINSA Mexico – 51%
TINSA Chile – 99,99%
TINSA Argentina – 99,99%
TINSA France (*)
(*) TINSA France control department is integrated at TINSA Spain but an office at Paris exists

TINSA Consultoría, has at its disposal reliable information that has been gathered throughout
TINSA´s twenty year activity Spain. This enables TINSA Consultoría to advise customers when
they need to take important decisions in their investment project.
PRODUCTS of TINSA:
•
Land Search and Urban Development Action.
•
Product Definition: demand / supply studies.
•
Expert Advice on Property Investment or Disinvestment.
•
Expropriations.
•
Inventories.
•
Expert Advice on Rent Negotiation.
•
Expert Advice on the Establishment of Bank Branch Netwoks.
•
Statistics information systems.
•
Feasibility studies.
SAE has been created as a new business unit, physically and functionally integrated within TINSA,
with its own highly qualified personnel, and provides environmental services and assistance to all
its clients, companies and public administrations.
SAE´s organisation and resources have been designed to fulfill two basic aims:
•
The incorporation of environmental factors amongst the traditional valuation criteria used
by TINSA.
•
Expanding the supply of services intended to cover all the needs of clients, and performed
with a different approach from the existing offer.
Four Areas of Activity which incorporate more than 14 products/services:
•
Project Engineering.
•
Natural Environment.
•
Auditing and Consulting.
•
Environmental Analysis and Control.

Contact details: Ms. Magdalena Mikolajczyk, the Polish Mortgage Credit Foundation;
m.mikolajczyk@ehipoteka.pl ; +48 22 870 73 60 ext. 111
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