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CONTEXT

Plant, Machinery & Equipment (PME) are closely linked to the buildings that 
house them and to which they are more or less integrated, and to business 
valuation, which cannot overlook the PME component of businesses.

Yet they are also very separate from real estate and business valuation, 
because of their very nature, and because the technical challenges of valuing 
PME require specific expertise.

That’s why TEGOVA has embarked on the creation of the first ever European 
PME Standards (EVS-PME). The third in the family of Blue Books will be 
launched at the TEGOVA Meeting in Athens in the autumn.



The making of EVS-PME has benefited greatly from the body of 
knowledge and rigorous organisation of EVS (real estate) and EVS-BV 

(business) 

With the classic EVS components:
For the Standards:
• Market Value and other bases of value
• The valuation process
• Reporting the valuation

And for methodology:
• Market approach
• Cost approach
• Income approach



But there’s no copy-paste here! 

On the contrary, though we value the lessons from other fields of valuation,
everything is considered through the prism of the specific demands and
challenges of PME.

That said, PME valuation specificity is not a goal in itself! We put it through a
rigorous relevance test.

For instance, there was a fascinating debate, involving talents from all over
TEGOVA, about the degree of usefulness of the Income Approach in PME
valuation. In the end, the relevance of that approach was demonstrated by
analysis of real PME valuation reports based on that approach.



A conference on “appraisal and sustainability” is well suited to 
demonstrate the importance of PME – and of our Standards – in energy 

efficiency valuation

I. Both in terms of valuing the impacts of climate regulation on stand-alone
PME

II. And of the contribution that PME expertise can make to the
enhancement of energy efficiency valuation in real estate



I.  Valuation of the impacts of climate regulation on stand-alone PME

Bottom line:

• Many industrial processes currently depend on technologies that emit 
greenhouse gases.

• PME dependant on those technologies will be either replaced or 
upgraded to a zero-emission process over the next three decades.

• The EVS-PME Valuation Standards will show valuers how to handle this 
ongoing transformation of the entire industrial sector.

Let’s first look at the regulation’s market impacts and then at the knock-on 
effect on valuation and how our Standards deal with it …



Examples of PME Groups with relevant negative impacts ensuing from 
from the European Green Deal

Low Impact Medium Impact High Impact

Electronic & IT equipment Packaging Oil refining plants

Medical equipment Agricultural equipment Cement plants

Automation / Robotics HVAC Plastics manufacturing

Reprographic machines Pharmaceutical manufacturing Transport equipment

Carpentry equipment Steelworks (electric ovens) Mining equipment



Example: Internal Combustion Engine – ICE

The future of internal combustion engines and their impact on other sectors:
• Conventional fuel ICE will soon cease be removed from production and later from 

operation
• New ICEs will be required to adapt to e-fuels in order to maintain a share of green 

transportation
• ICE production plants will need to alter or replace their production lines according the 

new requirements for ICEs.
• E-fuels will require large amounts of renewable energy to be carbon neutral
• Oil refineries are expected to turn to e-fuel production as soon as enough and 

affordable renewable energy is available for that
• Sectors affected: The whole transportation industry (automotive, maritime, aviation 

etc.), industries applying ICEs for production/utility and more. 
• The Euro 7 emission rules proposal is expected by the end of 2021.



PME Life Cycle
Every PME asset goes through very distinctive life cycle phases affecting its value from its design to 
the end of its life. The environmental impact of each phase varies per PME.

Investment

Operation 
& Maintenance

Decommissioning

Extraction – High impact
Transportation – High impact
Manufacturing – Varies
Design – Low impact
Installation – Low impact

Varies according to the type of energy used by the PME and the way that energy 
is produced

Dismantling – Low impact
Transportation – High impact
Disposal – High impact



Possible effects on Valuation Approaches

Market Approach

• The green transition is going to create new markets for clean technologies and products.

• Established markets might shrink or disappear.

Cost Approach

• Functional / Technological Obsolescence: New technologies will now be required for several production 
processes.

• Residual Value: Costs for disposal may rise due to new requirements.

Income Approach

• Period of income will be limited according to regulation.

• Energy efficiency effect on cash flows will have a major impact on profitability.

• Supply of clean resources might be more expensive.



European Plant, Machinery & Equipment Valuation Standards will show 
the way with: 

A. A Standard on Plant, Machinery & Equipment Valuation and Energy
Efficiency

B. A Guidance Note on Recycling Renewables



A.  A Standard on Plant, Machinery & Equipment Valuation and Energy 
Efficiency

Covering the obligations impacting Market Value stemming from EU climate law

“A legal obligation to comply with legislation requiring a higher level of 
energy efficiency / emissions reduction by a fixed date creates an 
unavoidable major cost that impacts many PME classes so that by that date 
the owner will have to either upgrade the PME or replace it.

Valuers must be aware of any such legal deadlines and when they appear, 
must estimate the cost of the upgrade or replacement needed to meet the 
required new level of energy efficiency / emissions reduction or future 
requirements that are sufficiently close to coming into force and consider the 
extent to which these costs affect the Market Value at the date of valuation.”



Valuers dispose of all necessary tools (see EVS-PME 3) for assessing the 
impact of legal obligations on specific PME considering factors such as:

• PME lifecycle changes due to legislation

• technological obsolescence caused by legislation

• cost of using non-conforming PME

• permitting restrictions

• alternative uses in other jurisdictions outside EU

• market trends for the specific PME class within the EU or in other 

jurisdictions



B.  A Guidance Note on Recycling Renewables

• Serves to raise awareness of the recycling of renewable energy PME, an 
issue that is still largely unresolved and will affect the life cycle of a wide 
variety of PME and their associated value.

• Places renewable recycling in its EU policy context:
▪ Waste Framework Directive
▪ Waste Electrical and Electronic Equipment Directive
▪ Circular Electronics Initiative
▪ New regulatory framework for batteries



The Recycling Renewables GN reviews future challenges and prospects

• Critical raw materials (CRM) used in PME must be recycled and reused to
meet EU Climate goals and protect EU sovereignty.

• The recycling process itself must be economically viable and
environmentally friendly.

• Technologies for achieving these goals exist (ex. lithium, cobalt extraction
from Li – ion batteries) or are under development (PV treatment).



And stresses that valuers must be aware of these developments when 
assessing  PME values, as the life cycle of many PME will be affected in 

various ways:

• Raw materials pricing, as recycled CRMs start entering the market

• Affecting the design and production costs (design friendly to recycling)

• Promoting re- use or alternative use, thus extending PME useful life

• Evolution of residual value at the end of PME life through the
development of recycling industry streams

• The increase of reuse or alternative use, extending PME useful life

• Changes to the residual value at the end of PME life through the
development of recycling industry streams



II.  The contribution that PME expertise can make to the enhancement 
of energy efficiency valuation in real estate

My colleague Krzysztof Grzesik has already explained that the revision of the
Energy Performance of Buildings Directive (EPBD) currently in progress will
bring significant regulatory pressure accelerating the decarbonisation of
buildings.

Technical building systems are an integral and key part of the Directive, with
a new requirement that:

“Member States shall ensure that the requirements they set for technical
building systems reach at least the latest cost-optimal levels.” (Article
11(1), subparagraph 4)



The same EPBD Article underscores the overarching, transversal 
importance of technical building systems to the building’s energy 

efficiency and to the goals of the Directive:

“Member States shall ensure that, when a technical building system is 
installed, the overall energy performance of the altered part, and where 
relevant, of the complete altered system, is assessed. The results shall be 
documented and passed on to the building owner, so that they remain 
available and can be used for the verification of compliance with the 
minimum requirements laid down pursuant to paragraph 1 and the issue of 
energy performance certificates.” (Article 11(4))



Technical building systems are consubstantial to a complete and 
meaningful determination of the building’s value

They have to be analysed:

• not only with regard to their condition and useful life, 

• but also in terms of fulfilment of the national requirements ensuing from 
transposition of the EPBD, 

• including their contribution to determining the grade or class on the 
building’s energy performance certificate which, as Krzysztof Grzesik 
explained, is nothing less than the renovation trigger under the EPBD 
Proposal. 



Property valuation must foresee the risk posed by technical systems for 
each kind of building

Technical systems are subject to safety, energy efficiency and environmental
legislation and standards – periodically reviewed.

In addition, the EPBD places limits on the use of previously legally-compliant
equipment.

Valuers will need to identify:

• the areas where equipment will have to be upgraded;

• as well as areas where it will be possible to retain technical installations
as long as they are well maintained.



European Plant, Machinery & Equipment Valuation Standards will 
address technical building systems in an Information Paper on ‘PME 

Servicing Energy Efficiency in Buildings’

With special attention to:
• Ventilation
• Air conditioning and water heating systems
• HVAC and water heating equipment using alternative energies
• Electricity generation systems
• Building automation and control systems (BACS)
• Lift, escalator and moving walks installations
• Electrical vehicle charging infrastructure



Collaboration between property valuers and PME valuers is key and 
win-win

Depending on the size of the building and the weight of its technical 
installations, collaboration between property valuers and PME valuers can 
contribute strongly to the building’s energy efficiency valuation …

… with a view to minimising the risk of error in the overall determination of 
value and attaining excellence, fulfilling the objectives of the EPBD.



Timeline for completion of the Standards

• Submission for approval: TEGOVA General Assembly, Lisbon, 7 May 2022

• Launch of electronic and hard copy of the Blue Book: TEGOVA General 
Meeting, Athens, autumn 2022
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