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Mr.Pongsak Raktapongpaisal 
H.E. Minister of Transport 
delivered keynote speech at the 
36th Monthly Forum of our 
Foundation on Monday, 
September 26, 2005 

Thai Delegates at the 70th Annual 
Conference, International Assoc. of 
Assessing Officers (IAAO)
Anchorage, Alaska, Sep.18 - 21, 2005
Mr. Thevan Vichitakul, Deputy Director, General, 
Treasury Dept.; Dr. Somchai Sujjapongse, Deputy 
Director General, Fiscal Policy Office; Ms. Ladavan 
Tanatanit, Executive Vice President, Bangkok Bank Plc.; 
Mr. Klayo Thongsom, Director, Property Valuation 
Bureau; Ms.Supanee Lertchaiyalit, Director, Fiscal Policy 
for Local Authorities, Fiscal Policy Office, Mr. Krishana 
Sanitnarathorn, Executive Vice President, Bangkok 
Commercial Asset Management Co.,Ltd.; Mr. Adisak 
Apajinda, Vice President, Bangkok Bank Plc.; Mr. Suthep 
Rodjakpai, Prospec Appraisal Co., Ltd.;. Ms.Pattama 
Chantranukul, Deputy Managing Director, Agency for 
Real Estate Affairs.  The team is led by Dr. Sopon 
Pornchokchai, IAAO Representative in Thailand 

Dr. Sopon Pornchokchai, President, Thai Appraisal Foundation
was invited to be a speaker at the Asia Pacific Real Estate 
Congress (APREC) in Osaka, September 28-30, 2005 

Your Contact for the Property and Appraisal Professions in Thailand
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Mr. Wason Khongchantr, our Editor and Deputy Managing 
Director of Agency for Real Estate Affairs was invited to 
speak at a real estate conference in the Eastern Seaboard 
Region on September 23, 2005 
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Sopon Pornchokchai, Ph.D. 
President, Thai Appraisal Foundation 
<sopon@thaiappraisal.org>
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Address 129/15 Nonsee Rd, Bangkok 10120 

Thai Appraisal Fn., A 
National Institution
 The Royal Thai Government has issued 
the new establishment of the Thai 
Appraisal Foundation as “a foundation 
of Thailand”.  A typical non-profit 
foundation can become a “national 
foundation” when it has proved to 
contribute rigorously to the society. 
 Our Foundation is known as one 
off the most active real estate 
organizations in Thailand.  We 
published this most regular journal, 
ThaiAppraisal, every two months 
for 6,000 copies distributed 
nationwide (as well as some 300 to 
other real estate organizations 
around the world). 
 Our monthly forum has come it 
its 37th session in this October.  
You may know that over 3,000 
people participated last years. 
 Essay competition and other 
activities have also been 
conducted to help educate the 
public on property valuation and 
real estate. 
 Join us to strengthen the concept: 
Knowledge is not private property. 

Sincerely,
Sopon Pornchokchai, Ph.D.
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Agency for Real Estate Affairs (area.co.th) known as the largest real estate information centre in 
Thailand with its REAL ESTATE INDEX (REI) Scheme, a nationwide field survey of real estate 
projects, announced its latest survey of the launching of projects in August 2005. 

BANGKOK PROPERTY: Housing starts down
The Nation, September 23, 2005 www.nationmultimedia.com/search/page.arcview.php?clid=6&id=121343&usrsess=

.

.

.

.
4

.
3

.
5

.
-

.
2

. -
. 5 ( . )

.

32 61

.

.
(

-

. - -

.
.

.

-

.

( .

3)

.

. -

.

.

. -

.

.

..

.

-

.

-

31 11

. -

.

.

.

(
).

.

( )

.

.
2

.

.

.

-
.

1

2
3

4

5

6

7

8

9

10

11

12

13
14

15

16

17

18

2019

21

22

23

24

25

26

Seven fewer projects begun 
Residential housing and condominium 

starts in greater Bangkok dropped a 
sharp 60 per cent in value to Bt6.7 billion 
last month and 43 per cent in the number 
of units to 2,554 from July, mainly due to 
a fall-off in single-family home 
construction.

August saw 26 new housing projects, 
down from 33 projects in July, the 
Agency for Real Estate Affairs, an 
independent property consulting firm, 
said yesterday. 

Its latest survey found that the aver-
age price of new homes and condos fell 
to Bt2.6 million from Bt3.6 million in July. 

Single-family homes started last month 
were worth a total of Bt2.2 billion, or 32 
per cent of the value of the 26 projects, 
followed by townhouses, worth Bt1.7 
billion – or 25 per cent of the aggregate 
value. Duplex projects were worth Bt1.4 
billion, or 21 per cent. 

Condominiums and other housing 
types made up the remainder. In August, 
townhouses accounted for 40 per cent of  
new units, duplexes made up 23 per cent 
and detached homes, 16 per cent. 

That’s compared to July, when single-
family homes accounted for 42 per cent 
of the units launched.

Half of them were priced >Bt3 million 
There were 846 units launched in 

August that were priced between Bt1 
million and Bt2 million. These projects 
comprised 30 per cent of new projects, 
which was the biggest share. 

There were 716 homes launched that 
were priced between Bt2 million and Bt3 
million, accounted for 28 per cent of new 
projects.

Projects priced below Bt3 million 
represent about 80 per cent of the value 
of new projects in August. 

New projects with homes priced above 
Bt5 million, however, represented only 10 
per cent of the total units, but 31 per cent 
of the total value. 

Only two projects were located in the 
central area, and two were in the 
outskirts. The others were scattered in 
intermediate areas. 

FULL REPORT IS AVAILABLE FOR MEMBERS OF THE REAL ESTATE INDEX OF AREA, THE LARGEST REAL 
ESTATE INFORMATION CENTRE IN THAILAND (www.area.co.th/rei1.htm)
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From Journals Worldwide 
Pattama Chantranukul, BA., Cert.Appraisal, LRTI-Lincoln Institute of Land Policy. 

Program Coordinator, Thai Real Estate Business School (pattama@area.co.th)

300

The following quotes some major findings from a portion of articles published in different journals 
related to real estate and elaborates in Thai for education purposes. 

Vice Premier’s Note, China Appraisal Society 
The Journal of Assets Appraisal, 2005, No.8, p.4 
 The 3rd National Assembly of Delegates of China Appraisal 
Society was held at the People’s Hall of Conference in Beijing 
from July 19th to 21st. Vice Premier Huang Ju was present 

and addressed the Opening Ceremony. In his speech, he put 
forward five main expectations: 1)As one of the professional 
market intermediates, assets valuers should fully participate the 
social economic activities, expand new businesses. and 
provide servicing and intellectual support for the building-up of 
the socialist market economy. 2) Taking advantage of 
professional market intermediates, valuers should explore 
foreign markets and play an active role in “introduction and 
export”, contributing to the openness of China’s economy. 3) 
Assets valuation profession should take an active part in the 
economic governance and supervision, and facilitate the 
structural reform of government. 4) Strengthen the legal 
construction of appraisal profession; make the self-regulatory 
body play a full role; closely regulate the behavior of 
professional market intermediates. 5) Strengthen education 
and training and significantly improve the practice quality and 
ethics of valuers.

-

FIABCI Press 
No.10 August 2005, p.8 
the Patriot Act 
 In general, the Patriot Act imposes 
greater diligence requirements on 
financial institutions in their dealing with 
foreign investors, Financial institutions 
must observe minimum due diligence 
standards, including procedures for 
customer identification for accounts they 
open and maintain for their customers. 
Customer identification procedures must, 
at a minimum, include (a) a verification of 
the identity of any person opening an 
account by obtaining the customer’s 
name, address, date of birth and 
taxpayer identification number (or, for 
non US persons, a similar number from a 
government-issued document) and 
examining such person’s driver’s license, 
passport or any other document deemed 
appropriate by the financial institution, (b) 
record keeping of the information used to 
verify the person’s identity and (c) a 
determination of whether the person 
appears on any list of known or 

suspected terrorists or terrorist 
organizations (such lists include the 
Specially Designated Nationals and 
Blocked Persons List of the Office of 
Foreign Assets Control and the persons 
identified in Executive Order No.13224 of 
September 23,2001, Blocking Property 
and Prohibiting Transactions with 
Persons Who Commit, Threaten to 
Commit or Support Terrorism).  In 
addition, financial institutions must adopt 
special measures for certain accounts, 
transactions or foreign jurisdictions 
identified by the US Treasury 
Department to be of primary anti-money 
laundering concern. 

Impact on Foreign Investors 
 Foreign investors typically make their 
investments in the United States through 
entities formed in tax-favorable 
jurisdictions, such as the Cayman Islands 
and the British Virgin Islands, and/or 
entities formed in the United States.  
These ownership arrangements will 
result in the application of the Patriot Act 
in several ways.  First, and most directly, 
the entity through which the foreign 
investments are being made in the 
United State will often need to establish a 
bank account at a US bank or will need 
to obtain financing from a US bank.  The 
US bank in these circumstances will 
certainly require the information 
described in Part I above for that entity.  
In addition, the US bank will likely require 

information about the direct and 
beneficial ownership of that entity. 
 The scope of the information that a US 
bank will request about the foreign 
beneficial owners of an entity through 
which foreign investments are being 
made in the United States will depend on 
the nature of that entity’s foreign 
ownership.  For example, if a single 
foreign investor is making an investment 
in the United States directly through a 
Cayman company and a US company, 
the US bank is likely to ask the foreign 
investor to provide the type of information 
described in Part I above.  On the other 
hand, if a foreign financial institution or 
similar company is forming a fund 
consisting of a number of foreign 
investors, and that fund is making its 
investment in the United State through a 
Cayman company and/or a US company, 
US banks have generally accepted, as a 
means of satisfying their diligence 
requirements under the Patriot
Act, a certificate from the foreign financial 
institution confirming that it has 
conducted appropriate diligence on the 
foreign investors in the fund and their 
source of funds, and that none of them is 
on any prohibited persons lists 
maintained by the Office of Foreign  
Asset Control. 

READING DIGEST
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International Association of Assessing Officers 
Fair & Equitable Magazine, July 2005, Vol.3 No.7, p.5-7 
Revised Appraiser Qualifications 
 While revisions to the qualifications have been made in the past, at its February 20, 2004 meeting the AQB made sweeping 
changes to the educational segment of the re-quirements.  The changes have an implementation date of January 1, 2008.  
Assuming all states adopt the new changes, anyone seeking an appraisal license or certification in 2008 must satisfy these new 
requirements.  Existing credential holders shall be considered in compliance and thus do not have to complete the revised 
qualifying education.  The new requirements apply to reciprocity, temporary practice, renewals, and applications for the same 
credential in another jurisdiction.  The AQB has placed the requirements into three distinct segments or components: 
 1. Education  |  2. Experience  |  3. Examination 
 Although the major area of change is in the Education segment, the Examination component will be updated to be consistent with
the new education.  No changes are being made to the Experience segment. 

Table 1.Current Course requiremtns
Classification Hous of Education Degree Hours of Work State Examination Scope of Practice
Trainee 75 None - None Supervised oly
Licensed 90 None 2000 Yes non-complex 1-4 res.
Certified Residential 120 None 2500 Yes all 1-4 family
Certified General 180 None 3000 Yes all types

Table 2.Course requirements as of January 1, 2008
Classification Hous of Education Degree Hours of Work State Examination Scope of Practice
Trainee 75 None - None Supervised oly
Licensed 150 None 2000 Yes non-complex 1-4 res.
Certified Residential 200 Associate 2500 Yes all 1-4 family
Certified General 300 Bachelor 3000 Yes all types

 2551 

“ ”

..

Table 3. Composite Summary of course requirements for each credential
# Course Hours *Classification
1 Basic Appraisal Principles 30 T L R G
2 Basic Appraisal Procedures 30 T L R G
3 The 15-Hour National USPAP Course or Lts Equivalent 15 T L R G
4 Residential Market Analysis and Highest and Best Use 15 L R
5 Residential Appraiser Site Valuation and Cost Approach 15 L R
6 Residential Sales Comparison and Income Approaches 30 L R
7 Residential Report Writing and Case Studies 15 L R
8 Advanced Residential Applications and Case Studies 15 R
9 Appraisal Subject Matter Electives 20 R
10 Statistics, Modeling and Finance 15 R G
11 General Appraiser Market Analysis and Highest and Best Use 30 G
12 General Appraiser Sales Comparison Approach 30 G
13 General Appraiser Site Valuation and Cost Approach 30 G
14 General Appraiser Income Valuation and Cost Approach 60 G
15 General Appraiser Report Writing and Case Studies 30 G
16 Appraisal Subject Matter Electives 30 G

Total 395 75 150 200 300
* Classification key: T=Trainee; L=Licensed; R=Certified Resident; G=Certified General
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The Malaysian Surveyor, 40.2 (no date, ~August 2005), p.52 
The Institution of Surveyors Malaysia,  
How Innovative Is Our Surveying 
Community? 

In this era of so-called “New Economy”, 
knowledge is considered as a crucial input in 
the industrialization and development of 
any nations.  The New Economy is strongly 
influenced by the liberalization of international 
trade system worldwide where emphasis 
is given to competitiveness. 

With this scenario, the importance of 
knowledge as a factor determining the 
growth of nations is critically important.  
The New Economy changed how the 
surveying industry is conducted and the 
new rules of the game require speed, 
flexibility and innovation. 

The intellectual property system, 
namely the number of patents awarded 
can be used as a yardstick, assuming 
that any significant transfer of knowledge 
is related to number of patents awarded. 

It is a well known fact that innovative 
activity which is the primary source of 
knowledge generation. Concentrated only 
in a number of developed nations. Within 
these developed nations, these activities 
are only concentrated and dominated by 
only a small number of corporations. 

Innovation trends in the surveying 
community that are related to the fields 
such as GPS, GIS, RS, mapping, 
cartography, triangulation, spatial, 
photogrammetry and hydrography is very 
interesting to be analyzed and dissect. 

Japan leads in their 
patenting activities with a total of 235 
surveying related patents issued for the 
20-year period.  And this is followed by 
South Korea, Taiwan and China. 

Out of the total 3442 surveying related 
patents issued by the U.S. Patent and 
Trademark Office, only 286 or 8% 
originates from the Asian Countries.  The 
remainder of the 92% of the patents 
mostly originates either from North 
America or Europe. 

These numbers show that there is a 
lack of innovative activities amongst the 
surveying professionals in the Asian 
region compared to their North American 
or European Counterparts. 

What is more disturbing is that Malaysia, 
which offers surveying programs in four 
universities does not possess a single 
patent in the surveying sector. 

Ironically Singapore, which the number 
of surveying professionals is far less than 
of Malaysia, has already produced three 
patents that are related to their 
profession.

Sustained economic growth and job 
creation has long been high on the list for 
most nations.  Long-term studies of the 
United States and other developed 
nations shows that advances in 
technology and knowledge have been 

responsible for at least half of the long 
term economic growth. 

The creations of new products, 
services and systems act as the catalyst 
for the economic growth. 

Thus, policies to promote technology 
and knowledge creation are playing signifi-
cant role in the economic growth strategies 
of most developed and developing 
nations, Malaysia is not immune to this. 

The surveying discipline has rapidly 
expanded over the last decade – to the 
extent that the geographic component of 
information technology has how become 
a major global growth area.  Indeed, 
annual worldwide expenditure in this field 
(in terms of software, hardware, training 
and data) is estimated to grow 
tremendously. 

Yet, despite all the wonderful progress 
we have made, the surveying profession, 
education and training is astonishingly 
lacking behind and – in our view – is 
most stuck on historical tramlines.  Its 
time for all of us to move forward. 

 (
)

July-August 2005, p.32-33;  
The Royal Institution of Chartered Surveyors,

Do the Right Thing:
The Rise of Corporate Social Responsibility 

Why should we do it?: So, what’s in it 
for you? From a property company’s 
point of view, embracing CSR has he 
following advantages: 
 Legislative compliance: engaging with 
CSR will ensure that the necessary infra-
structure is in place to comply with legis-
lative requirements and to identify risks 

 Competitiveness and efficiency: both the 
government and CSR-focused occupiers 
are demanding higher CSR standards.  
Also, embedding CSR into your business 
can lead to operational efficiencies 

 Reputation management: investors, 
clients, the government, local authorities, 
communities and employers are 
increasingly demanding of companies’ 
environmental and social performance. 

 Market differentiation: thinking about 
everyone involved in their developments, 
or even focusing on the occupiers as a 
building’s greatest asset, can raise the 
profile of CSR-oriented companies. 

 Satisfying investor pressure: a strong 
driver towards companies taking CSR on 
board is the rise of ethical investments.  
According to a Mori poll, 65 per cent of 
the public, and 74 per cent of under-34s, 
want to invest their money-including their 
pensions, ISAs, etc-in an ethical manner.  
Companies who pass a number of 
criteria are accepted on such indices as 
the FTSE4Good, which has demonst-
rated that environmental and human 
rights performance is a good predictor of 
overall business performance.  The 
similar Dow Jones Sustainability Index 
rose 2 per cent more than the world 
index between 2002 and 2003. 

 Staff retention: a study for the Industrial 
Society in 2000 found that 75 per cent of 
UK professionals take social and ethical 
considerations into account when 
selecting a job. 

In the property sector, developers have 
led the way in CSR, mainly due to the 
very visible nature of their business.  

Agents are also waking up to the need 
to provide CSR focused services, with 
some developing corporate 
environmental policies. 

CRS
 RICS 

 AREA.co.th 
 Global 

Compact  CRS 
-  ISO 9001-

2000
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Right of Way Magazine, July-August 2005, p.18 
International Right of Way Association

Relocation… Transformed 
Applying the New Regulations in 2005

  The International Right of Way Association (IRWA) will 
sponsor the 2005 U.S. Uniform Act Symposium on November 
7-9 November 7-9, 2005, The comprehensive three-day 
symposium will facilitate direct application of Uniform 
Relocation Assistance and Real Property Acquisition Act 
Amendments made earlier this year. 
 The Uniform Act provides important protections and 
assistance for people affected by the acquisition, rehabilitation,
or demolition of real property for Federal or federally funded 
projects.  This law was enacted by congress in 1970 to ensure 
that people shoes real property is acquired, or who move as a 
direct result of projects receiving Federal funds, are treated 
fairly and equitably and receive assistance in moving from the 
property they occupy. 
 A major revision of the regulations was released on January 
3, 2005, the first major revamping since it was originally issued 
in 1989.  More than 18 federal agencies, including the Federal 
Highway Administration, United States Corps of Engineers, 
Federal Aviation Administration and others must adhere to the 
rules and regulations in working with state and local 
governmental entities as well as private consulting firms. 
 The Uniform Relocation Assistance and Real Property  

Acquisition Policies act revisions are in accordance with the 
following objectives: 

 To ensure that owners of real property to be acquired for 
Federal and federally-assisted projects are treated fairly and 
consistently 
 To encourage and expedite acquisition by agreements with 
such owners 
 To minimize litigation and relieve congestion in the courts 
To promote public confidence in Federal and federally-
assisted land acquisition programs 
To ensure that persons displaced as a direct result of 
Federal or federally-assisted projects are treated fairly, 
consistently, and equitably so that such displaced persons 
will not suffer disproportionate injuries as a result of projects 
designed for the benefit of the public as a whole 
To ensure that Agencies implement these regulations in a 
manner that is efficient and cost effective 

-
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Closer Link: September 20, 2005, Anchorage, Alaska, Mr. Wayne D. Llewellyn, President of 
the International Association of Assessing Officers (IAAO) generously signed an 

agreement with Dr. Sopon Pornchokchai, President of the Thai Appraisal Foundation (TAF) 
to allow TAF to translate IAAO’s textbooks and publications into Thai language. 

 IAAO 
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Our Clients for In-house Real Estate Training 

Bangkok Metro Administration Bank for Agri. and Agri. Coop. Bank of Thailand

 BankThai Plc.   Elec. Generation Auth. of Thailand  Govt. Saving Bank 

Kasikorn Bank   Industrial Fin. Corp. N’tl Finance Plc.  N’tl Hsg 

Authority Provincial Electricity Authority     Siam City Bank    SME Bank of Thailand

IN-HOUSE TRAINING 

. 0.2295.2294  Email: info@trebs.ac.th 

THAI REAL ESTATE 
BUSINESS SCHOOL

registered under the supervision of 
the Ministry of Education  

www.trebs.ac.th

TREBS’s BOARD 
OF TRUSTEES 

Hon. Chairman 
Prof. Manop Bongsadad 
Fac. of Arch Chulalongkorn Uni 

Academic Chairman 
Prof. Niputh Jitprasonk 
Fac. of Acct., Thammasat Uni 

Chairman, Advisory 
Prof. Asawin Bhichayayothin 

Fac. of Arch, Chulalongkorn Uni 

Chairman
Pratak Simapichaicheth 

Secretary General, Land Institute 

Trustee: Mr. E. Rene Frank 
Hon. World President, FIABCI 

Trustee: Prof. H.D. Kammeier 
VP. Int’l Soc, City & Reg Planners 

Trustee: Prof. John Cooper 
Australian Expert to Thai Govt. 

Director: Sopon Pornchokchai, Ph.D.
President, Thai Appraisal Foundation 

Atinach Chanbanyong, MA, BA. 
Deputy Director of TREBS 
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Computer-assisted Mass Appraisal (CAMA) 
<1>

(International Association 
of Assessing Officers  IAAO) 71

18-23 2548
“Mass Appraisal of Hotels”

200 <2>

5
 1. (resort hotel)

 2. (luxury hotel)

40%

 3. (convention hotel)
-

-
 4. (limited services hotel)

95%

 5. (extended stay/suite 
hotels) serviced apartment

1
90%

(Income Approach to Value)

40 20%

(reserve for replacement)

(franchise)

(Direct Capitalization) V = I 
/ R  V Value  I 
Income  R 
Capitalization Rate

DCF
discounted cash flow <3>

(Cost Approach 
to Value) 

6-10  (
200 )

(corporate value)

(personal property)

(business value)
(franchise)

franchise
Excess Profits Methods

franchise

personal properties

CAMA

85%

    <1> CAMA: Computer-Assisted Mass 
Appraisal is the process by which property is 
appraised utilizing computers, computer 
models and analytical programs. 
(http://www2.adaweb.net/adaweb.nsf/0/27ccf4
aabfb92f6e87256a070070e242?OpenDocume
nt)
    <2>

: Mr. Tim Wilmath, MAI, 
Director, Valuation Process and Mr.Ken 
Engle, CFE, Valuation Process Analysts, 
Hillsborough County, Tampa, FL 
http://www.hillsboroughcounty.org  
    <3> Discounted Cash Flow = The present 
value of future cash flow, determined by a 
given discount rate (http://www.financial-
publishing.com/realestatedictionary/fidelitytitle
company) A valuation method used to 
estimate the attractiveness of an investment 
opportunity. DCF analysis uses future free 
cash flow projections and discounts them to 
arrive at a present value, which is used to 
evaluate the potential for investment. Most 
often discounted by the weighted average cost 
of capital 
(www.investopedia.com/terms/d/dcf.asp)  

FROM ABROAD
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IAAO
.

. . .
. . .
. .

.
. . . .

. IAAO
 ( )

. .

 (International 
Association of Assessing Officers 

 IAAO)  71 
 18-23 

 2548 

.

.

IAAO  (Mr. Wayne D. 
Llewellyn) 

 (Mr. Steve Van Sant) 

 (Palmer) 

 50 
 <1>  2547 

 IAAO 

 <2> 

 1.5% 

 1 

 15 

 15 
 (30 )

 15  ( )
 15 

 15 
 15 

 10% 
 1% 

 1.1-1.8% 

 4,921 . .
1,900 .  94% 

 270,000 
 94,000 

(  1 )
 880,000  (40 /

)  9.362 
 1.6% 

 14,080  68% 

 52 
 40 

 250 

 14,080 
1.8% 

 (bedroom community) 

 70,000 
30,000  40,000 

 70,000 
 208,000 

 1.5% 
 3,120 

 19 
 58 

1.9% 

 6 
 10-

12% 
 12-15% 

 (geographical information 
system, GIS) 

 (computer-assisted 
mass appraisal) 

 (
)

 ( )

 <1> 

Mr. Wayne D. Llewellyn, 2005 President of 
IAAO, Mr. Steve Van Sant, Alaska’s State 
Assessor, Mr. Don Martin McGee, Assessor 
and Mr.John G. Wedelich, Deputy Assessor, 
Municipality of Anchorage (www.muni.org), 
Mr. Allen Black, Borough Assessor and Mr. 
Dave Dunivan, Chief Appraiser, Matanuska-
Susitna Borough (www.matsugov.us)
 <2>  “Learning
from Norfolk Town: Local Government and 
Property Taxes” at  www.thaiappraisal.org/  
English/International /RE19.htm “

: -
” www.thaiappraisal.org 

/Thai/Market/Market53.htm
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 2.  3 
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 1. 
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 1.  30 
2548
 2.  16 
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.

:  10 
. . 10120 “

 2548”  Email: 
info@thaiappraisal.org

 1.  .0.2295.3171 / 
info@thaiappraisal.org
 2. 

 www.thaiappraisal.org, 
www.trebs.ac.th  www.area.co.th 

ThaiAppraisal
 30,000  20,000 

 10,000 

 ThaiAppraisal 
5,000  2  (500 ) /

 (500),  (500),  / .  (1,000), /  (200), -
. (200), -  (400),  (200), .  (200), 

 (200), .  (400),  (500)  (200 )
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Corporate Real Estate: 
Why do you own / lease real estate? 
Prof. Valmond Ghyoot, President, African Real Estate Society ghyoovg@unisa.ac.za

hy does your firm own or lease the land and buildings 
it uses? Without a clear answer to this question, you 
won't really know whether money is being wasted, 

operations needlessly restricted, or control diminished. Over the 
past few years, the realisation that large amounts of capital are 
tied up in fixed property assets has led to an international shift 
towards leasing and sale-leasebacks (selling properties and 
then leasing them back from the buyer). How were these 
decisions motivated? In a survey, more than 80% of firms 
indicated that the own v lease decision was based on financial 
criteria. However, the impact of this decision extends beyond 
financial statements and has far-reaching strategic implications. 
Some of these other, less obvious, considerations are explored 
here.

Making the correct decision often has an immediate financial 
impact of millions per individual property. But, be careful. You 
should investigate the full implications of the choice. Even an 
entrepreneurial strategy in the handling of property assets has 
its drawbacks. An opportunity may be profitable, but its pursuit 
could distract management and thereby reduce profitability of 
the core business. A prominent beer brewer faced this choice. 
It owned a facility in a prime tourist spot, but opted to treat it as 
a cost centre. The firm chose not to disrupt the business. 

So, when should your firm own property? The main indicator 
is a need for specialised facilities, such as an iron foundry or 
shipbuilding facility. A need to control the facility (for example, 
for military uses) or to be in a specific location where no leased 
space is available, are other obvious indicators. A stable 
business environment or the ability to source funding at lower 
rates than developers would also suggest ownership. However, 
the impact of ownership on financial statements should be 
considered. A significant part of the financial benefit of owning 
real estate comes from the residual value of an eventual sale. 
Until such a sale takes place, this potential may not be 
reflected in financial statements, or in earnings per share. As a 
result, the firm's apparent performance may be reduced. A 
parallel problem is that fixed property tends to be shown at 
book value less depreciation, again hiding its true value. If 
these assets are mortgaged at a percentage of market value, 
the firm's debt ratio is adversely affected. 

And leasing? Generic office or warehouse space should 
generally be leased, thus providing flexibility. Another indicator 
is a need for increased liquidity. A common reason for leasing 
is that it constitutes 100% financing, which is off-balance sheet 
and need not reduce the firm's borrowing capacity. However, 
long term leases are visible to lenders and analysts, and the 
accounting practice of capitalising lease commitments negates 
the effectiveness of this strategy. Leasing also allows a firm to  

locate in a prime area where development land is not available, 
obviates facility management concerns and may lead to more 
efficient use of space. 

Experience shows that the real estate own v lease analysis is 
complex and that qualitative aspects often overrule finances. 
Despite the difficulty in analysis, own v lease analysis is 
frequently employed by decision-makers to clarify their thinking. 

There may be better investments than in corporate property. If 
the yield on corporate operations is higher, why own any property 
at all? In answering this question, continual evaluation of property 
assets is not necessary. A periodic audit should do the trick. 
Does this criterion affect your decision? 
BENEFITS OF OWNING 
 May be custom-designed 
 Provides control and captures any increase in value 
 Long-term operation possible; will not be forced to move 
 Operating expenses, depreciation, interest are tax-deductible 
 May buy in location where rental space is not available 
 Long term cost usually less than for leasing 
 Control over facility management costs 

DISADVANTAGES OF OWNING 
 Exaggerates liabilities and decreases apparent profitability 
 Initial high cost and possible reduced liquidity 
 Owner-occupiers may waste space 
 Ownership ties up capital 
 Market risk affects eventual resale value of the property 
 Asset and facility management responsibilities 
 May distract senior management 

BENEFITS OF LEASING 
 Increases liquidity and frees up working capital 
 Provides 100% financing, without using up financing options
 Encourages more efficient space usage 
 Short-term flexibility of space use 
 Opportunity to test a new location 
 May obtain space in prime area or building 
 Rent is tax deductible 
 If tenant is prominent , the rent may be subsidised by others 
 May keep much of facility costs off the balance sheet 
 Preferable for firms with high cost of debt 
 Fewer facility management concerns 

DISADVANTAGES OF LEASING 
 Tenant usually has no stake in any capital appreciation 
 Periodic rent increases turn rent into a variable cost 
 Lease clauses may limit flexibility 
 Less control over adjacent occupants 

– : ____________________________  :
 :    

 :     
:  : Email:

 :  200  6  ( )
:    : 089-2-23003-8 -

 : 
 0.2295.1154  0.2295.3171  109
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Wason Khongchantr, editor & director of AREA.co.th 

Real Estate Development, the Eastern Seaboard
ince 1982, the Eastern Seaboard Region has been developed in 
order to be the largest economic base in Thailand.  Infrastructure 
and services were rigorously invested into this region.  In addition 

to its industrial-based and port-based economy, resort developments 
along the beaches in this region are also of world famous destinations.  
Pattaya is thus not only a resort city but also an economic stronghold of 
this region. 

Agency for Real Estate Affairs conducted surveys of real estate 
projects on nationwide basis since 1994 and recently completed a 
survey of around 200 real estate projects in this region.  This 
comprehensive research will be presented in Bangkok on October 19, 
2005 (see details at www.area.co.th)

On September 23, 2005, I was invited to speak at a regional 
conference organized by Than Settakit Newspaper 
(www.thannews.th.com) on real estate development in this Eastern 

Seaboard.  This is definitely a great region possessing high potential for real estate development 

08:00
09:00
10:30 - -
10:45 - -
12:30

:
200  |  5 : . -

 | -  | -  | -  | 
:

1. -
2. 2537-48 (  AREA 

)
3. 2543 - 2545
4.

 ~200 

 4,500  7% (
)

Agency for Real Estate Affairs 
 AREA (www.area.co.th) 

10 . . 10120 . 0.2295.3905  0.2295.1154 Email: area@area.co.th 
 Online : http://www.trebs.ac.th/Thai/SUMMARY/seminars55.asp 
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OUR MONTHLY FORUMS, 
YOUR CONTINUING PROFESSIONAL DEVELOPMENT (CPD) PROGRAM 

Forum 36: September 26, 2005: Expropriation: Fair Deal? 

Forum 35: August 24, 2005: Devt. & Management of Tourism Destinations 

Forum 34: July 18, 2005: How to Develop Valuation Profession in Thailand 

Forum 33: June 30, 2005: Innovation in Real Estate Developments
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 25%  563 

( ) ( ) (%)  ( ) / /
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Forum 37: October 27, 2005 
Valuation of 

Public Properties Used 
for Commercial Purposes 
Registered online: www.thaiappraisal.org
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