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Specific Project
1. Identify the legal structures and practices in the valuation profession in different
countries / markets.

Create a tool for diagnostic analyses of the valuation profession in these diverse
markets.

Create a system for recommendation to bring the profession up to the
international standards, relative to the needs of the individual country / market.

Give FIG recommendations for Guidelines, which can then be a starting point to
assess an individual country / market’s needs for record keeping, GIS, and
mapping solutions.
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International Property Markets Scorecard Project

Property Rights Institutions
Measuring Effectiveness and Increasing Support

Background

. o First meeting
Cooperat|ve o September 2002
Work in the P

Civil Society o Forum with CIPE, Appraisal Institute, IRPF and Fannie Mae
Sector o June 2003
o Publication of Booklet on Property Rights/Markets
o February 2004
o Roundtable with CIPE, IRPF and Global Housing Foundation
o April 2008
o Formal Project Kick-off
o January 2009

FIG Congress 2010
Facing the Challenges — Building the Capacity
Sydney, Australia, 11-16 April 2010



Qualifications

World Citizen (il 15 ye?‘r:f working with property
Consulting associations

o Projects
o Capital Markets Board of Turkey
o Mortgage Finance Authority of Egypt
o Strategic Planning for FIABCI

m International Real Estate Federation
o Market Assessment Serbia

o Program development in Vietnam

Center for International Private Enterprise

O

Project National Endowment for Democracy
Partner o USAID

Programs

o Private Enterprise

o Market-Oriented Reform

o Civic Institutions

o Hernando De Soto

|
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International Real Property Foundation

Project o Market Makers

Partner o Real Estate Associations
o Standards & Ethics

o Association Development
o Training Programs
o Staff Development

o Programs

o Azerbaijan, Bosnia, Georgia, India, South Africa, Ukraine
Vietnam

Tools for Market Development

Systematic Education and
Coordinated Intervention
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Core Elements

SNt O Property Rights

Transparent
and Rational

Property o Effective Governance
Market

o Access to Credit

PSS o Rational Dispute Resolution
o Financial Transparency
o Appropriate Regulation

Scorecard
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Vietnam

Fmarvaal

Transparency
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Kenya

Formal
Ownership
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Proparty
FRights

Data
Standards
Independent Fmnanaal
Assel Valuers Transparency
Market
FRule of

Law

Scorecard
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Critical Need

Accurate, o Quantitative Data

Accessible, o Time & Costs — Doing Business
Ersg:tzgﬂy o Qualitative Data

Data o Opinion Survey — World Economic Forum
o Lack of Data

o Dispute Resolution, Financial Transparency,
Appropriate Regulation

o Infrastructure to systematically collect & verify

Roadmap for Intervention

Snnaeiyl o Education
Scorecard ; .
Project o Assist governments, business groups,

policy advisors and civil society
organizations in understanding the
interconnections between the
microeconomic elements required for
market development
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Roadmap for Intervention

I I EEEE———————————————————————————
Lsideies 0 Benchmarking

Scorecard )
Project o A clear, easy to understand, visual

representation of the status of
property rights institutions

o Objective and independent analysis of
external perceptions of market risk

Roadmap for Intervention

I I EEEE———————————————————————————
Siowes 0 Action Plans & Partnering

Scorecard .
Project o Provides focus for development

programs both in context of overall
development and by drilling down to
manageable tasks

o Provide access to international best
practices and organizations
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Roadmap for Intervention

[
a0 Measurable Success

Scorecard . .

Project o Concrete goals and implementation
programs for improving scores over
time

o Improve transparency and attract
foreign investment

International Property Markets Scorecard Project

South Africa Market Conditions — Complete Survey
1
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Property Rights

Informal Sector Legal Framework

T
Home Ownership Secure Tenure

Legal Protection

Frecareby o Goal — Property rights that are legally
protected, secure, recorded in a single,
accurate, electronically assessable

Lang Proper ts Bundie of Rights . .
o N registry and that lead to high levels of
Ragets formal ownership for all citizens
Mortgage Registry Cadstral Information
Tiie Rejistry

R .

A’ J

Aalto University
School of Science
and Technology

il Appraisal Institute’
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Legal Protection
o Core Question: Does an effective and sufficient legal framework exist to protect property rights for all citizens?

o Are property rights clearly defined and protected by law? Yes — Ranking 20th out of 134; Score 6 out of 7
o Does the legal framework allow citizens to challenge the legality of government takings? Yes —Ranking 20th out of 134;
Score 5.2 out of 7
o Source: Global Competitiveness Report 2008 — World Economic Forum
o www.weforum.org/documents/gcr0809/index.html
o Field Question
o What is the bundle of rights associated with property ownership?
Title Registry
o Core Question: Does a reliable property title registry exist including cadastral, title and mortgage lien information?
o What is the number of procedures required to register the transfer of a property from one owner to another? 6

o What is the duration of time in calendar days that it would take to complete the transfer? 24
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0 What is the total cost of the transfer including all fees, taxes, etc. expressed as a percentage of the value of the
property? 8.8%

o Ranking — 87th out of 181 Trend |,

o See Appendix A for complete procedure for registering property
o Source — Doing Business — Registering Property, World Bank

o www.doingbusiness.org/ExploreEconomies/?economyid=172

Mortgage Registry
o Field Questions
o The mandatory use of notaries or similar officials slows down and adds cost to the process.
o Does a notary need to be involved in the registration process? Yes
o Isinformation in the registry available electronically? Yes

o Istitle insurance available to lenders? No

A’ —

Aalto University
School of Science
and Technology

il Appraisal Institute’
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Cadastral Registry
o Field Questions
o Isthe registry accessible to the public? Yes
o Is zoning/permitted use information included?

o Are Geographic Information Systems (GIS) including Global Positioning Satellite (GPS) information used to create
and update the registry?

o Civil Society Resource: South Africa Council for Professional and Technical Surveyors
o http://www.plato.org.za/
Formal Ownership Status
o Core Question: Do citizens understand and trust property rights institutions and avoid the informal sector?
o Field Questions

o What is the status of land ownership? Real property may be held in one of two ways: leasehold and freehold.
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uWhat is the percentage of formal home ownership?

oWhat is the size of the informal economy as a percentage of GDP? 28.4%
aSource: World Bank http://rru.worldbank.org/Documents/PapersLinks/informal_economy.pdf
In-Country Assessment Information

oGeneral Country Note: There is still wide racial disparity in the property markets of South Africa. Many
of the high scores reflected in this report are from largely white institutions. New government structures
continue to proliferate in the marketplace. In an attempt to both regulate the industry while at the same
time encouraging Black Economic Empowerment (BEE), the effort to bring the black community up to the
standards of the white practitioners has been slow at best and will require continued efforts and more

innovation.
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o=
A,, il Appraisal Imtuut ; @

Anlto Univorsl(y

Science

0 What is the actual status of property rights and ownership for citizens?

o All different types of corporations such as limited liability corporations, unlimited corporations, close corporations
and co-operative societies may own real estate. Trading trusts can also be set up to hold property. Trustees
manage the property for the benefit and profit of those individuals designated by the deed. Trading trusts are not
common presently in South Africa, but there are some advantages to their use especially in commercial
development.

o0 What is the actual experience of transferring a property?

o Property and ownership information can be acquired at the appropriate deeds office in the province where the
land is located. All titles must be registered. This information is available to the public. Mortgages, bonds, certain
types of leases, and the transfer of property rights also require registration in the appropriate deeds office.

o Common law rules govern contracts. The only requirement for the sale of land is that both parties sign the
contract and that the transfer be properly recorded. The law requires the information contained in three acts: (1)
Credit Agreement Act No. 75 concerns certain credit information that must be given to a credit receiver before the
contract has begun. (2) Usury Act No. 73 deals primarily with leasing and money lending transactions. (3)
Alienation of Land Act 68/1981 deals with installment payments and the sale of land.

FIG Congress 2010
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0 Leases under ten years do not need to be in writing to be valid. For a lease over ten years to be binding three steps need to be taken; 1)
the lease must be in writing, 2) it must be executed before a notary, and 3) it has to be registered against the title in the relevant deeds
office.

o Source: The Global Real Estate Project — Burns School, University of Denver

o What is the incidence of home ownership by percent and by numerical count in the country?

o Housing stock in South Africa tends to be divided into three categories:

o (1) Suburban White Housing Stock very much like that in the United States in size, quality and comparable in pricing.

o (2) Original Mandated Township Properties that are dilapidated and in many instances lack infrastructure and services. One expert
indicated that in a survey of inhabitants of these residences, 93% indicated they would never sell them. The reason for this is that their
families have been living in these conditions for several generations and this is their culture.

o (3) Newly Constructed Subsidized Housing for Blacks numbers approximately 300,000. There is an estimated need of another 600,000 of
these units in the next 5 years indicating construction requirements of 133,000 units per year. In 2005, less than 15,000 were
constructed. One-half of the population of South Africa (mostly black) while housed in these townships would not qualify for mortgage
financing. In the remaining 50%, approximately half would qualify for Suburban financing and the other half (earning 1,500 to 7,500
rand per month) would qualify for some mortgages.

o Source: IRPF Assessment May 2006

Access to Credit
[

o Goal — An efficient financial sector
that allocates the resources saved
by a nation’s citizens as well as

Sl those entering the economy from

abroad to their most productive

uses. It includes a sound,

o trustworthy and transparent

banking sector, well-regulated

securities exchanges, venture

oty cote o s capital, and accessible credit
information.

orau Trasmsas
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Banks

Core Question: Are banking services robust and extensive enough to serve the population including individuals who lack
collateral, steady employment and a verifiable credit history to help them build wealth and gain access to traditional
credit?

How easy is it to obtain a bank loan? Ranking 31st out of 134; Score 4.2 out of 7

How sound are the country’s banks? Ranking 15th out of 134; Score 6.5 out of 7

How efficient is the banking sector including profitability, effectiveness and competitiveness?
Ranking 20th out of 52; Score 5.1 out of 7

Source: Global Competitiveness Report & Financial Development Report 2008

World Economic Forum www.weforum.org/documents/gcr0809/index.html
www.weforum.org/pdf/FinancialDevelopmentReport/2008.pdf

Microlending
How many microfinance institutions are operating in the country? 3
Capitec Bank www.capitecbank.co.za/index.asp

Opportunity Finance- www.opportunity.net/Members/Implementing/Africa/opportunity_finance_limited_south_africa/

O o 0o o o oo oo o o
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Small Enterprise Foundation www.sef.co.za/

What is the number of active borrowers per institution?

Capitec Bank — 826,541

Opportunity Finance — 3,396 (from Website)

Small Enterprise Foundation — 50,319

What is the average loan balance divided by the gross national income per capita?
Capitec Bank — 4.77% 2006

Opportunity Finance—n/a

Small Enterprise Foundation —2.77% 2006

Source: 2007 Annual MFI Benchmarks, Microfinance Information Exchange
http://www.mixmarket.org/en/demand/demand.quick.search.asp

FIG Congress 2010

Facing the Challenges — Building the Capacity
Sydney, Australia, 11-16 April 2010

16



A’ J il Appraisal Institute’

M vuals Moy Aot Ealale Sl lons
Anlio Univerally
ience
uu: !-w |li!~‘§evt-\'

Other Sources

Core Question: Are market participants generally ethical and able to raise capital by obtaining venture capital or by
obtaining equity by issuing stock in a well-regulated stock exchange?

Equity Investors

How easy is it to raise money by issuing shares on the stock market? Ranking 4th out of 134; Score 5.7 out of 7
Source: Global Competitiveness Report 2008 — World Economic Forum
www.weforum.org/documents/gcr0809/index.html

What is the strength of minority shareholder protections against directors’ misuse of corporate assets for personal
gain? Ranking 9th out of 181

Doing Business — Protecting Investors, World Bank

www.doingbusiness.org/ExploreEconomies/?economyid=172

O o o o
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Venture Capital

How easy is it for entrepreneurs to find venture capital for innovative but risky projects?
Ranking 29th out of 134; Score 3.9 out of 7

Source: Global Competitiveness Report 2008 — World Economic Forum
www.weforum.org/documents/gcr0809/index.html

What is the number of procedures necessary to start a business? 6

What is the time required in calendar days? 22 days

What is the cost expressed as a percentage of the gross national income per capita? 6%
What is the minimum amount of capital required expressed as a percentage of the gross
national income per capita? 0%

Ranking — 47th out of 181 Trend 1

Doing Business — Starting a Business, World Bank

www.doingbusiness.org/ExploreEconomies/?economyid=172
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o Credit Bureau
o Core Question: Is credit information available through public and private credit bureaus?
o Overall Ranking 2nd out of 181

o What is the depth of information available in credit bureaus? Score — 6 out of 6 with a higher number indicating
more information is available

o What is the extent of public credit registry coverage? Not available
o What is the extent of private credit registry coverage? 64.8%
o Doing Business — Getting Credit, World Bank

o www.doingbusiness.org/ExploreEconomies/?economyid=172

o=
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u] In-Country Assessment Information
o What is the actual availability of credit for purchasing property?

o Afull range of commercial financial institutions are available including commercial banks, merchant banks, building societies, trade
finance houses, and the government.

o Source: The Global Real Estate Project — Burns School, University of Denver
o http://burns.dcb.du.edu/countryDetailRealPropertylssues.asp?id=67

o While operating successfully in the middle and upper-income (traditionally white areas), financing in the lower-income (informal black)
markets has been very complex. The entrance of

o new black property ownership has meant a totally new profile of clients, different values of housing and significant misunderstandings
regarding the process.

o Out of the 300,000 mortgage bonds (about 10% of the total mortgage bond market) granted in the informal black markets, it is estimated
that some 100,000 have gone into default. The

o major concerns by banks therefore basically revolve around a dysfunctional market place:
o 1. They have little, if any, recourse to people that default on payments. 2. Many of the borrowers have an inability to pay.
o 3.Thereis a general decline in property values in the informal black markets.

o Assuch, banks have temporally withdrawn from the lower priced housing market, specifically R80,000 ($8,000) and below. Regrettably it
is specifically this segment of the market that is actually in the direct need of help.

u] Source: IRPF Assessment June 2002
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o What are the interest rates, term and loan-to-value ratios for available mortgages?

o There is financing involved in real estate transactions. There are four major banks that
have bound together with other lending institutions to form the Financial Services
Charter. They have committed to providing R42 billion of financing in the Newly
Constructed Subsidized Housing in the next 5 years. In the first 2 % years, they have
placed R27 billion in financing in these markets.

o Current rates are at historically low 10 %%. Rates in the past have escalated beyond
25%. Most loans are variable which the market seems to tolerate.

o Source: IRPF Assessment February 2006

Effective Governance

o Goal: A system of government in
which citizens freely make
political decisions by majority rule

Governmnst Efiectiomess 10t § Aluailatity

Ol Service

" combined with guarantees of
it individual human rights and the
o rights of minorities.

o A government free of corruption
and functioning efficiently enough
to meet the needs of the people.

Lach of compton

Bribe Cuture

Tramscurncy
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Democratic Representation
Voice & Accountability

Core Question: Does the country have elections for the leadership and can citizens gain enough information about
elected officials to hold them accountable?

Are citizens able to elect their government and do they enjoy freedom of expression, association and a free media?
Percentile Rank — 68.8 Trend {,

Source: Governance Matters 2008, World Bank
http://info.worldbank.org/governance/wgi/sc_chart.asp
Are elections free and fair? Yes — Score 8.75 out of 10

Are citizens free to form political and civic organizations free of state interference and surveillance? Yes — Score 8.82
out of 10

Overall Ranking — 31st out of 167
Source: The Economist Intelligence Unit Democracy Index

www.economist.com/markets/rankings/displaystory.cfm?story_id=12499352
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Public Information
Overall Rating — Moderate 79 out of 100 (2007) Trend |

Are there regulations governing conflicts of interest in the executive and legislative branches of government? Yes —
Executive Score 77 out of 100; Legislative 82 out of 100 (2007)

Are the functions of government kept separate and distinct from the functions of the ruling political party? Mixed —
Score 50 out of 100

Can citizens access legislative processes and documents? Yes — Score 70 out of 100 (2007)

Source: Global Integrity Report — http://report.globalintegrity.org/South Africa/2008

Market Intervention

Core Question: Are individuals free to work, produce, consume, and invest without excessive government controls?
Overall Ranking — 61st out of 179 Trend 1

To what extent does the government intervene in the private sector including state owned industries? Score 77.6 out of
100 with a higher score indicating less intervention

o=
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To what extent does the government control prices? Score 74.3 out of 100 with a higher score indicating less control

To what extent are banks state-owned? Score 60 out of 100 with a higher score indicating private more ownership and
diversification

Source: 2009 Index of Economic Freedom — Heritage Foundation - www.heritage.org/index/Country/SouthAfrica
Efficient Administration

Core Question: Are quality services and qualified civil servants available to the public through the efficient use of public
money free of corruption?

What is the size of government relative to GDP? 27.3% - 25 to 30% considered optimum
Source: 2009 Index of Economic Freedom, Heritage Foundation
www.heritage.org/index/Country/SouthAfrica

What is the quality of the civil service? Score — 77 out of 100 — Moderate

Source: Global Integrity Report 2008 — http://report.globalintegrity.org/South Africa/2008
What is the overall effectiveness of the government? Percentile Ranking — 74.9 Trend 1
Source: Governance Matters 2008, World Bank
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Lack of Corruption

What is the perceived level of corruption in the country? Ranking — 54th out of 180; Score 4.9 out of 10 Trend J,
Source: Transparency International

www.transparency.org/policy_research/surveys_indices/cpi/2008

What is the frequency with which officials and/or companies engage in bribery? 14th out of 22; Score 7.5 out of 10
with higher scores indicating less corruption

Source: Transparency International
http://www.transparency.org/policy_research/surveys_indices/bpi/bpi_2008
Does a National Integrity System exist? Yes

Source: Transparency International

www.transparency.org/policy_research/nis/nis_reports_by_country
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In-Country Assessment Information
o What is the actual experience of practitioners in dealing with the government?

o The legal framework for transactions in South Africa is very strong. Because of the
extensive mining interest, land registration in definition of parcels is probably the most
precise in the world.

o Source: IRPF Assessment February 2006

o However, under the previous political regime legislation prevented property ownership
by race in many areas. As such, most black and colored people of the country were
restricted from buying and owning real estate. Therefore a huge percentage of the
population has had no exposure or knowledge of traditional real estate structures while
only a small percentage has developed to very sophisticated levels. With the change
from the former white to the new black Government in 1994, various previous
restrictive Acts were removed and gradually the Government has been addressing the
housing crisis.

o Source: IRPF Assessment June 2002

Rational Dispute Resolution

arieeric EMecove Cowt Synlem
o Goal: An efficient
institutional framework
a— that balances the rights of
sdniiorreBeve Pt ucary the public, owners,
= lenders and borrowers in
Dagute .
e the event of a dispute or
loan default
Enferoement of Judgererty
Jvdce Tntorcement Symmary Fracestng
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o Rule of Law

o Core Question: Do market participants have confidence in and abide by the rules of society, particularly the ability to have
their day in court?

o Court System

o What is the confidence level of the strength and impartiality of the legal system?

o Percentile Ranking — 57.1 Trend 1

o Source: Governance Matters 2008, World Bank-http://info.worldbank.org/governance/wgi/sc_chart.asp
o Field Questions

o What is the level of training regarding property issues for officers of the court?

o Do specialized commercial courts exist for the handling of property disputes and foreclosures?

o Judiciary

o Isthe judiciary free from political influence from government, citizens or firms?

o Ranking —30th out of 134; Score 5.2 out of 7

o Source: Global Competitiveness Report 2008, World Economic Forum

o Can members of the judiciary be held accountable for their actions? Score 54 out of 100 — Very Weak

o Source: Global Integrity Report — http://report.globalintegrity.org/South Africa/2008
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Enforcement of Judgments

o Core Question: Are systems in place for timely and efficient enforcement of judgments?
o Field Questions

o What s the time between notice of intent to foreclose and loan collection in judicial enforcements? See below for summary proceeding
which are in use in South Africa

o What is the cost of judicial enforcements as a percentage of property value? See below for summary proceeding which are in use in
South Africa

o What s the time between notice of intent to foreclose and loan collection in summary proceedings if available to lenders? 199 days;
Rank — 17th out of 42

o Whatis the cost of summary proceeding if available to lenders as a percentage of property value? 2.55%; Rank — 4th out of 42
o Source — Financing Homes 2008, World Bank and International Housing Finance Corporation
Alternative Methods
o Core Question: Are enforcement mechanisms in place completely outside the court system?
o Whatis the time between notice of intent to sell and loan collection for power-of-sale agreements if available to lenders? Not available
o What s the cost of power-of-sale agreements if available to lenders as a percentage of property value? Not available
o Are public auctions required for the sale of foreclosed property? No

o Source — Financing Homes 2008, World Bank and International Housing Finance Corporation
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o In-Country Assessment
o To what extent do practitioners report contracts as enforceable?

o Inthe cases where the courts have granted a warrant of ejection in informal black
markets,

o occupants have still refused to leave. Furthermore, the sheriff posting such eviction has
been

o subject to physical harm. Where eviction is carried out, the banks are even with the
changing of

o locks and posting of guards unable to ensure that the property is not reoccupied or in
some

o0 cases burned to the ground. This obviously negates the initial court eviction and
underscores

o the frustration of the banking industry to participate under these conditions.
o Source: IRPF Assessment June 2002

Financial Transparency
[

Foancoal Beworting
SaB4 & Operang Oa

o Goal: A highly developed and
transparent financial system

W T wts Mt Sy e Sepnatcon including policies, institutions
and trained and ethical
professionals that contribute to

ik effective financial
intermediation and deep and
e A own broad access to capital and
financial services

Trag
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o Market Stability

o Core Question: Are market risks sufficiently transparent and diversified so that efficient capital allocation can occur?
o What is the strength of the country’s auditing and reporting standards? Ranking — 4th out of

o 134; Score 6.2 out of 7

o What is the overall level of financial market sophistication in the country? Ranking — 12th out

o of 134; Score 6.3 out of 7

o Source: Global Competitiveness Report 2008 — World Economic Forum - www.weforum.org/documents/gcr0809/index.html
o Bankruptcy Proceedings

o Ranking — 73rd out of 181 Trend |

o What is the average time to complete bankruptcy proceedings? 2 Years

0 What is the cost of bankruptcy proceedings as a percentage of the estate? 18%

o What is the recovery rate of bankruptcy proceedings? 32.2 cents on the dollar

o Source: Doing Business — Closing a Business - www.doingbusiness.org/ExploreEconomies/?economyid=172

, , l = : -.c‘:‘g—_‘-“_ - = Fe,
alls Appraisal Institute’ : @
f\l!‘o qni‘V?rsI(ly‘. i vy ! Likak o

o Independent Asset Valuers

o Core Question: Do trained, independent and ethical asset valuers exist for all types of assets?
o Field Questions

0 How easy is it to find a valuer who implements International Valuation Standards?

o What is the level of training of valuers?

o Are opinions offered by valuers free of influence from parties to the transaction?

o Civil Society Resource: South Africa Institute of Valuers www.saiv.org.za/v1/index.php

o Data Standards

o Core Question: Is property information available electronically in formats that are consistent with international
standards?

o Field Questions

o Do multiple listing type services exist for properties that are for sale? Yes

o Civil Society Resource: National Association of Realtors — www.realtor.org

o Do building measurement standards conform to international standards (ANSI/BOMA Z65.1)? Yes

o Civil Society Resource: South Africa Property Owners Association www.sapoa.org.za/
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o Do resources exist for obtaining building income and expense estimates?

o Civil Society Resource: Institute for Real Estate Management — www.irem.org
o Do electronic data interchange formats conform to international standards (ebXML)?

o Civil Society Resource: Open Standards Consortium for Real Estate International-
http://web.pisces.co.uk/oscre/about.aspx?ID=2

In-Country Assessment
Valuation Overview

o The appraisal practice in South Africa has evolved as a sophisticated practice comparable to western standards. It has
sufficient mechanisms in both the State-Appointed Council and the professional evolved Institute. For South Africa to
reach the Black Economic Empowerment goals, additional high-impact education will have to be made available to allow
beginning valuers to enter the profession more quickly and efficiently. High-impact education delivered by the Appraisal
Institute of the United States could be a mechanism to open the profession to these previously disadvantaged
individuals.

o How many valuers exist in the marketplace? Registered valuers with the Council of Valuers are estimated at around
2,000 (June 2002)

o How many companies exist and what is the average size of valuation companies?The practice in South Africa is relatively
small with an estimated 50-75 companies having an average of 4-5 appraisers each.
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0 What are the valuation standards and do they conform to international and regional
o standards (TEGoVA)?
o The standards of practice are approved by the Council for the Property Valuers Profession. It is

o abody appointed by the Minister of Public Works which serves for 4-8 years. They accredit

o educational offerings and register individuals under 4 areas: Professional Valuer, Professional Associated Valuer,
Candidate Valuer, and any other specified categories prescribed by the Council. Valuation standards would subscribe to
TEGoVA and - aside from the certification portion - IVSC would meet IVSC standards as well.

0 What is the status of the valuation practice?

o The fees are set by the South African Council for Valuers (SACV). It varies by the size of the appraisal and its complexity.
The maximum fee becomes the minimum in most instances. The typical clients would be banks, corporate entities and
individuals looking to establish value.

o There is some work in restitution valuation. Since most (white) appraisers are required to meet the RICS Standards of 3-
4 years of college education with 3 years of apprentice, the quality of appraisal is reasonably high and most could be
relied on to provide valuation services for international level investors.
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o Are there valuer associations in the marketplace? What number and percentage of practitioners belong?

o The Institute of Valuers of South Africa has a small almost exclusively white membership due to the more stringent qualifications
to become licensed (4 year diploma at a Technical College). A new one-year course is being envisaged to allow a new type of
Associate Valuers to appraise property for mortgage bonds and capital gains tax. Information from good authority advised that the
Institute of Valuers and the Council of Valuers seem to have a good working relationship with the Estate Agency Affairs Board
(broker regulator). Registered Valuers with the Council of Valuers are estimated at around 2,000 while membership of the Institute
of Valuers is estimated around 600. (June 2002)

o What training programs are available to upgrade the quality of valuers in the market?

o There is some concern about how Black Economic Empowerment can be achieved. In discussions with two leading appraisers,
they indicated that the American model might be an accelerated way to give the black community a quick start in the appraisal
business. Such education on the unit standard might be gauged as unit 4-5 (high school to early college). The advantage of this
training is that it is high impact, practitioner-driven, and relatively short-term compared with the 4 year diploma program in place.

o The Services Sector Education and Training Authority (SETA) has designed an education program to help fill existing gaps in the
current labor supply. This structured program of training and essential practice is to take place over a one-year period and
combines elements of education and training with practical work experience. At the end of the one-year period the participants
have the opportunity of being accessed and certified as competent and ready for a full-time and permanent position in the
specific industry. (June 2002 — IRPF signed an agreement with SETA in 2008 to develop programs for the real estate profession.)
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o Are peer review mechanisms in place to assist in enforcing ethical behavior?

o Both the South African Council for Valuers (regulator) and the South African Institute of Valuers (association) have
enforcement mechanisms to monitor and continue to evaluate the standards of the professional valuer. The Council
lists as one of its functions to “draw up a code of conduct for registered persons and to enforce that code.”

o What is the quality of valuation reports?
o The quality of appraisal reports in South Africa is comparable to the UK and leading appraisals in the United States.
o Data Availability Overview

o While the real estate practice of the companies is relatively sophisticated, there is no universal “aggregated” source of
real property information. MLS’s have, in some instances, regional ownership, but in most cases are private companies
or firms which advertise properties electronically but do not aggregate information on any consistent basis. To that
extent, the practice in South Africa when considered on a company basis is quite good. On an industrywide basis is
lacking.
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o What is the status of proprietary data bases?

o Property24 grew out of CPS, a company that was formed 10 years ago to introduce multiple listing services on a national
basis to South Africa. Since that time the company has had an agreement with Moore Data Management Systems (now
part of Fidelity National Information Services) and was one of the first sites in the world to operate the USA Compass
MLS system.

o Property24 also owns the MLS trademark in South Africa and is the official software provider for a large number of
regional MLS’s across the country. The concept of multiple listing is however not as dominant in South Africa as in the
USA. In some areas it is very strong while in other areas large local real estate companies control the market with sole
(exclusive) mandates and no multiple exists at all. (June 2002)

o What is the status of existing data sharing mechanisms for properties that are for sale?
o Asabove

o Do valuers have an established data sharing mechanisms?

o Most appraisers have data bases and appear to work together through the SAIV.

o Source: IRPF Assessments February 2006 (& June 2002)

Appropriate Regulation

Secortzaen | Propeny Tax

0 Goal: A comprehensive
Secntm T Caottanas Fo T e regulatory regime that is
transparent, efficient, simple in
its implementation and that
I Feadaion . leads to investments with the
highest rate of return
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o Fair Tax Regime

o Core Question: Is the overall tax rate a restraint on formal transactions?

o Whatis the property transfer tax? 8%

0 Whatis the VAT or other tax, if any on property transactions? 14% (=0.75% of the property value for deed fee and VAT)
o Whatis the annual property tax on land and/or buildings? 11.9%

o Source: Doing Business — Paying Taxes & Registering Property, World Bank

o www.doingbusiness.org/ExploreTopics/PayingTaxes/ & www.doingbusiness.org/ExploreTopics/RegisteringProperty/

o Professional Services

o Core Question: Are the professional services necessary for efficient and transparent property markets available and appropriately
regulated and supervised?

o Asset Valuers
[mi Field Questions

o Are asset valuers licensed and/or certified by the government? Yes — The South African Council for the Property Valuers Profession
www.sacpvp.co.za/

o Do civil society organizations exist to support the developments of valuers? Yes — The South African Institute of Valuers
www.saiv.org.za/vl/index.php

o How effective are mechanisms in place to discipline valuers who engaging in misconduct? Yes

u] Civil Society Resource: International Real Property Foundation www.irpf.org
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o Brokers
o Field Questions

o Arereal estate brokers and agents licensed and/or certified by the government? Yes — The Estate Agency Affairs Board
www.eaab.org.za/page.php?p_id=1

o Do civil society Yes — The Institute of Estate Agents of South Africa www.ieasa.co.za/organizations exist to support the developments
of real estate brokers and agents?

o How effective are mechanisms in place to discipline brokers or agents who engaging in misconduct? Limited
o Civil Society Resource: International Real Property Foundation www.irpf.org

o Mortgage Professionals

o Field Questions

o Are mortgage professionals licensed and/or certified by the government? No

o Do civil society organizations exist to support the developments of mortgage professionals? Yes — The National Association of Mortgage
Originators www.namo.org.za/

o How effective are mechanisms in place to discipline mortgage professionals who engaging in misconduct?
o Capital Markets

o Core Question: Are capital markets well-regulated and diversified enough to provide financial resources to private-sector entrepreneurs
and innovators?

o How restricted is the flow of capital into and out of the country? Ranking — 111th out of 134; Score 3.7 out of 7

FIG Congress 2010
Facing the Challenges — Building the Capacity
Sydney, Australia, 11-16 April 2010



I . ; S A )
Al Appraisal Institute

M vuals Moy Aot Ealale Sl lons

A’ J

Anlto Univerally

h¢ of nce

\id Technalogy

o Isthe regulation of securities exchanges transparent, effective and free of influence from government and industry?
Ranking — 5th out of 134; Score 6.1 out of 7

o Source: Global Competitiveness Report 2008 — World Economic Forum -
www.weforum.org/documents/gcr0809/index.html

o What is the sum of asset-backed securities, mortgage-backed securities, high-yield bonds and highly leveraged loans’ deal
value as a percentage of GDP? 0.2; Ranking — 28th out of 52

o Source: Financial Development Report 2008 — World Economic Forum -
www.weforum.org/pdf/FinancialDevelopmentReport/2008.pdf

o In-Country Assessment
o Taxation overview

o South Africa has many different types of taxation. All individuals, regardless of citizenship and corporations who have
taxable income from a source inside the country are liable for income tax. Direct taxes on profits from trade and services
rendered apply.
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o Asecondary tax applies to corporations and the distribution of profits. A value added tax is levied on the importation of
goods and services to the country.

o Ataxon the transfer of real property (land and improvements) is at a rate of 10% [listed @ 8.8% in Doing Business] of the
property’s value for corporations. Individuals are assessed on a progressive scale depending on the value of the property.
Exemptions are allowed in certain Instances such as the purchase of unimproved land with the intent to build a residence.

o The land tax is considered a lesser tax and is levied by the local governments. The value of the land is determined annually
and is usually the measurement for taxation purposes, but sometimes the buildings and improvements are taken into
account. In order to encourage foreign investment, the government has made concessions to foreigners in the
determination of their taxable income. These tax incentives can be quite attractive especially in the area of industrial
development.

o Source: The Global Real Estate Project — Burns School, University of Denver

o http://burns.dcb.du.edu/countryDetailRealPropertylssues.asp?id=67
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o Brokerage

o What is the number of practitioners in the country?

o The number of practitioners in the country according to the Estate Agency Affairs Board (EAAB) is 72,000. They readily admit
there might be duplications bringing that number down to 63,000 and of that number, approximately 13,000 are attorneys
or other professionals and not active in the business. Therefore, it appears in the market there are 50,000 estate agents.

o Multiple sources indicate that of this 50,000, 70% are part-time or “casually” in the business bringing the number of active
brokers in the country to approximately 15,000. It would appear since the EAAB waved the examination requirement (late
1990s) that there are a high number of unqualified practitioners in the market. That is estimated to be somewhere between
25,000- 30,000 practitioners. In addition, there are an estimated 8 to 10,000 unlicensed individuals active in the market.

o What is the number and average size of brokerage companies?

o South Africa is organized with a number of substantially large franchise or strategically aligned firms which practice
throughout the major metropolitan areas of the country. While individual companies themselves are typically 8-10 members,
the franchises substantially dominate the marketplace. That would bring the average size of the individual branches of the
companies to be approximately 1,500 to 1,800. While independent companies still thrive, the dominant players are the
major franchises and business groups.
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o Are there brokers associations active in the market? What number and what percentage of practitioners belong?

o The Institute of Estate Agents of South Africa was formed in 1937. It went through an historical growth pattern through the
70’s and 80’s with annual conventions, dedicated centralized staff and a strong organization. In the 1990’s, a series of
decisions were made which negatively

o affected the association.

o Primarily, they decided to de-centralize the organization and pass much of the work onto the regions. The eight regions
were uneven in their capacity with nearly half of them unable to deliver programs, products and services to the
membership. As a consequence, the membership significantly declined and the programs, products and services became
fewer and fewer. Additionally, the governance system of the national association was made up of the regional directors.
This flawed system of governance resulted in a declining commitment of the membership to support the national
organization and the bulk of its staff was terminated.

o Inaddition, the major networking opportunity of a national convention was also discontinued. Since the industry is
dominated by large franchises, it seems logical that they contributed to this decline so as to maintain their market share
and competitive advantage over the smaller brokers who would have relied on the Institute for both education and
networking opportunities.
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o What training programs are available to enhance productivity?

o The major franchise and network companies have training specialists. In addition, some of the Institute regions have
developed an ongoing rudimentary training program. The National Institute provides some training but serves only as a
conduit for a cadre of instructors who have produced their own training materials. This cadre also sells its services to the
major franchises and so, as a consequence, holds the National Institute as only one of their “clients.”

o Additionally, the EAAB has determined that its mission is not only to create a license but also to provide a wide range of
education as well as to serve the general public’s needs if there are questions or complaints about practice in the country. The
education provided by EAAB is approved by the South African Quality Authority (SAQA) which sets standards for the
education delivered by EAAB. South Africa utilizes a British model for evaluating educational offerings. They have “unit
standards” ranging from one to eight with Standard One as being roughly equal to the junior high school level and Standard
Eight the PhD level. Education offered is categorized in one of these eight units.

o While many South Africans like the American model of concentrated business education leading to designations, the only
designation to have reached into South Africa is the CRS (Certified Residential Sales) which was imported some 20 years ago.
Many practitioners indicated a willingness to participate in courses which would lead to designation that would generally
improve the practitioners’ skill level in the country.

o Is there a Code of Ethics or standards that practitioners follow? Is the Code enforced?

o The Institute has a Code of Ethics whose enforcement is remanded to the regions. They assert that these codes are rigorously
enforced, although under probing, conceded that they hadn’t had a formal hearing in anyone’s memory. Most disputes are
resolved prior to the formalhearing.

o Source: IRPF Assessment February 2006 (and June 2002)
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o Appendix — Procedures for Registering a Property

o Source — Doing Business — Registering Property, World Bank
o 1. A conveyancer prepares the transfer deed

o Time to complete: 1 day

o Cost to complete: ZAR 15,048 (including 14% VAT) (Transfer fee (ZAR 13,200) and VAT (1,848) for a property of this value,
according to the schedule of fees as of May 2007.)

o Comment:A conveyancer prepares the deed of sale and drafts the transfer deed. He obtains the power of attorney, appointing
him to appear before the Registrar. The service of an attorney / conveyancer is mandatory for the registration of the land. A
conveyancer is an attorney who is permitted in terms of the Attorneys Act to perform specialized duties with regard to the
conveyance of immovable property. The Deeds Registries Act empowers only conveyancers to prepare deeds of transfer and
in doing so, assumes responsibility for certain facts set out in the deed and documents

o Conveyancing fees are set by the Law Society for different property values, and are available at the Transfer Costs table in
http://www.ghostdigest.co.za/code/C_20.html (Transfer fees + VAT columns)
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o 2. Obtain a rates clearance certificate from the local authority

o Time to complete: 7-14 days (simultaneous with procedures 3 and 4)
o Cost to complete: Included in Procedure 1

o Comment: The transferring conveyancer obtains a rates (taxes) clearance certificate from the local authority, on behalf of the seller only if in
Johannesburg. Section 118 of the Local Municipality Act states that any act of transferring property must be accompanied by a rates clearance from
the local authority. However, the local authority will only check the last 24 months--this is sufficient for the transfer to legally take place. If any taxes
are owed from previous years, the seller is not exonerated--the taxes will still have to paid by either the seller or the new owner as per agreement.

o 3. Obtain a transfer duty receipt from the South African Revenue Services
o Time to complete: 5-7 days (simultaneous with procedures 2 and 4)

o Cost to complete: 8% of property value (transfer duty)

o Comment:

o The transferring conveyancer obtains a transfer duty receipt/exemption certificate from the South African Revenue Services. As of March 2006, the
transfer duty payable for legal entities is 8% of purchase price. The transfer duty scale for transactions concluded after 1 March 2006 is as follows
for natural persons:

o R 0 to R 500,000 — exempt
o R 501,000 to R 1,000,000 — 5%
o R 1,000,001 and above — 8%

o As of September 2005, new transfer duty forms have been introduced, making it necessary to supply information to the Receiver of Revenue,
including date of original purchase by the seller, and income tax numbers or VAT for both seller and purchaser. If either party owes tax, a query will
be raised by the Receiver of Revenue, which could potentially delay the transfer of title.
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o 4. The conveyancer prepares and collects all the required documentation

o Time to complete: 10 days (simultaneous with procedures 2 and 3)
o Cost to complete: Included in Procedure 1

o Comment: The conveyancer, before lodging the documentation with the deeds registry to transfer the property to the
new company, must also conduct a company search at the Registrar of Companies to ascertain the directors of both
companies. All conveyancers are linked by internet to this authority and can perform the check online. Usually
conveyancers will also ask clients to present them with such documents anyway. In so doing, the conveyancer will:

o Peruse the memorandum and articles of association of the companies to confirm the powers to acquire and alienate
immovable property

o Obtain the necessary resolutions

o Ensure compliance with the Financial Intelligence Center Act by obtaining proof from the companies of the
physical/business address and Tax/VAT registration number with the South African Revenue Services.

o The conveyancer will also request this information from the clients before proceeding, and the check is done
automatically at the time of paying transfer duty (procedure 3). If a company does not have or quotes an incorrect
Tax/VAT number, it will not be possible to pay transfer duty and the process will halt
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o 5. Parties sign all the documentation at the conveyancer’s office
o Time to complete: 1 day
o Cost to complete: Included in Procedure 1
o Comment:
o The conveyancer will have all documentation signed by seller and purchaser and obtain
o guarantees for purchase price. The documents to be signed by the parties are as follows:
o 1. Seller
o 1.1 Power of attorney to pass
o 1.2 Transfer duty declarations
o 1.3 Affidavits (Solvency; FICA)
o 2.Purchaser
o 2.1 Transfer duty declarations
o 2.2 Affidavits (Solvency; FICA)
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o0 6. The conveyancer lodges the deed at the Deeds Registry
o Time to complete: 6-14 days
o Cost to complete: ZAR 500 (registration fee)

o Comment: The conveyancer lodges the deed at the Deeds Registry. The Registrar compares the draft deed with data in the register.
There are two examinations at different levels. The standards are monitored and the deed is prepared for registration and
execution. The Registrar executes the deed, updates the register and archives a copy. The registration fee depends on the value of
the property and is obtained from the Transfer Cost table in http://www.ghostdigest.co.za/code/C_20.html (D/O Levy column)

o Asfar as the deeds office registration fee is concerned, the following scale applies:
o Up to 80,000 ZAR, fee is 55 ZAR

o 80,000 to 150,000 ZAR, fee is 200 ZAR

o 150,000 to 300,000 ZAR, fee is 260 ZAR

o 300,000 to 500,000 ZAR, fee is 340 ZAR

o 500,000 to 1,000,000 ZAR, fee is 400 ZAR

o 1,000,000 to 2,000,000 ZAR, fee is 500 ZAR

o 2,000,000 to 3,000,000 ZAR, fee is 650 ZAR

o 3,000,000 to 5,000,000 ZAR, fee is 800 ZAR

o 5,000,000 and above, fee is 1,000 ZAR
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Thank you!

“A good legal
property system is a
medium that allows
us to understand
each other, make
connections, and

synthesize
knowledge about
our assets to
enhance our
productivity”

- Hernando de Soto
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