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INTERNATIONAL WORKSHOP:

VALUING INFRASTRUCTURE & UTILITY PROPERTIES
July 23-24, 2007, Amari Watergate Hotel, Bangkok, Thailand

L A

Learn from International experts from many different countries how they value infrastructure & utility properties and the

innovation of valuating in intangible assets & intellectual property method. Case studies thorough discussions on valuing

infrastructure and public utilities, for example:

e A multi-modal approach to transport valuation — lessons from Scotland. By Mr.Hugh Gillies (Senior Transport Planner)
and Dr.Andy Park (Head of Transport Economics, Analysis and Research)

¢ Valuing the benefits of a dam of a hydroelectric project - A case study from Kerala, India By V.Santhakumar, Ph.D.

¢ Valuation of 1470 MW Thermal Power Plant for Mortgage Purpose By Mr.R.K.PATEL

o Effect of silting in valuation of existing dams By Mr.Ashok Kelkar

o Assessment of Transportation Infrastructure: Roads and Bridges By Dr.Yu.V.Kozyr

e Major Sports Facilities - Market Value, Public Interest Value or Both? By Mr.Tim Wilmath, MAI

¢ Assessing the Costs, Benefits and Various Values of a SPORTS STADIUM By Mr.James Bourhill

¢ Darkness Visible: The Communications Catastrophe of Sydney’s Cross City Tunnel By Mr.James Bourhill

e Infrastructure: Segment Cost and the Value of an Economy, A Brief California Study By Dr.Lawrence J.Golicz, MAI

e Sustainable Infrastructure — Effectively Managing Airport Capital Assets By Mr.Sam Sidawi, P. Eng.

¢ Assessment of China Highway Project Construction and Development Plan — A case study of Lian Xu Highway, China

o Other additional speakers will be announced soon.

Fee: Early-bird registration fee is US$ 300 (before Thursday, May 31, 2007). Normal fee is US$ 350 . Please fill in the
registration form and see payment details at our website: http://www.thaiappraisal.org. This fee includes the cost of
lectures, materials, and field transportation, lunches and refreshments during the whole program.

Accommodations: Amari Watergate Hotel, Bangkok. Please quote “Thai Appraisal Foundation” for a discount. It is
4,300 Baht Net per night (Superior Single Room) include breakfast and 4,500 Baht Net per night (Superior Twin Room)
include breakfast.Please see also other alternative hotels in this area.

Contact: Mr. Lertwat Chanthatarath, program coordinator, Thai Appraisal Foundation
10 Nonsi Rd., Bangkok 10120, Thailand Tel. 66 2295.3171 Ext. 107 Fax. 66 2295.1154 E-mail:
lertwat@thaiappraisal.org
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Sopon Pornchokchai, Ph.D., MRICS

President, Thai Appraisal Foundation
<sopon@thaiappraisal.org>
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Welcome to
Thailand, July 2007

The 2" International Conference
on Valuing Infrastructure and Utility
Properties will be held on July 23-24,
2007 at the Amari Watergate Hotel,
Bangkok. Around 20 papers of
practitioners and scholars will be
presented with participants from around
the world. Please join us!

This is an effort to promote
innovation in real estate valuation
knowledge and know-how for Thailand
and the world at large. This is a superb
opportunity to meet up with highly
professional valuers from various
countries. Let's get together!

Please register to enjoy the special
discount for early bird registration and
book the hotel of your preference which
can be the venue, the Amari Watergate
Hotel or others at reasonable prices for
participants at this conference in
particular.

Last but not least, if you have any
article to submit for printing at our
journal, please contact us. Your
contribution are much appreciated.

See you in Bangkok soon.

Sincerely,
Sopon Pornchokchai, Ph.D., MRICS
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Knowledge Is Not Private Property

ansn Real Estate Index va: 55,000 vin

ke ol a ol d a ] =y <~
1. TasunsnulasimssdamiunindiialminnUsznnnadeu q azdszana 32 Tassmamniiiau

2. lasunsnumshaalasimsnisgadendunglusaavszinn 1,200 Tasimsnnsau 6 @y

3. Tddhunuduan Exclusive Seminar wwizdiflumngnldstayadau 4 assdatl (4 losung)

[

4. lasudayanaulasuaztiieniulugiuzamndn wasidrdnglasngiilanlaativayuiniselng

Uaz 2 @y aoumsalngdunulassmsnnmesny nlvhuazldmnnanail nndeuiingazideaadim Walni+unienzd

AnRa AN eradusraua Tns. 0.2295.3905 as1gaztiga? www.area.co.th/rei1.htm

RE121: NsEnEIAdtdululanienisiiulAsen1sad e nIsuNSWe gudl 2o

WG 23 - NS 26 WOHAIAY 2550, o TsniFaugsnvadunisundudlng Tns. 0.2205.2204 AmuiAily dragsnislsaau (12,000 u.)

mmiﬁuﬁmmqﬁmmiﬁu: stluuunisineunszuaRuan daisiansan mmi’ﬁuﬁmlumim
ARILARILUNY WATERTIAAAANIZUARUAA N139ATIZINITANU: 5AA Net Present Value
uAz Internal Rate of Return N3ALAIZIAINNIAEN (sensitivity analysis) TnafinnunauumngIu
sine nediAnmuaznistszgnadlsunsuniaiu n1ald Excel iedanluniavinsunszuaiuan
st ludszeneldlunisiumszd ﬂm’jﬁﬂmﬁfmgmﬁﬂ-mw (freehold) uazlAPanIIWIEdTEINTIN-
i1 (leasehold) nsElnUfTiAnsiiANEM Thsannsfiagan@Bunasy wuags (29A150 w1
Tsanswnizenssuuuunan fusu dunuiiiAnienisiiaezimianisRudmiuindean
| adwBaming (amaania: Sanufifiassunisldlilsunsu Excel)

158ULLA291 Cashflow latau tNan1satasicuaatdululaniunistiwiiavauagadwla

dedasnsauiseaas Agency for Real Estate Affairs Tns. 0.2295.3905

enulasimsadamsansnddalminadon  mw: lnewazdangy NenuaUMsainaaRatde AN, was

Uszanar 100 wih 100 wawas 4,000 vn USuamanensatl My lneuazsangy

Vol. 6, No.3, May - June 2007

@ haiApphaisal



.

ANz iNil AAIUNUAMUARINISHEILI

dszanas 600 wh e wuae 8,000 vm

Aienzivianastl 48-50 (seniidiu)

HIGHTLIGHT

M. neuazsangu

Uszanas 350 wih syeanae 7,000 vn

Corporate Social Responsibility
(CSR), and the Public Roles of Private Corporations

On April 17-18, 2007, Dr.Sopon Pornchokchai,

President, Thai Appraisal Foundation was invited to the above

workshop held in Singapore by Lee Kuan Yew School of Public Policy, National University of Singapore and Business
for Social Responsibility (BSR). Twenty five experts from around the world join this workshop.
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JOURNAL REVIEWS

What Happens Elsewhere

Wason Khongchantr, MRE., CertAppraisal, LRTI-Lincoln Institute of Land Policy
Editor, ThaiAppraisal, Email: email@thaiappraisal.org or wason@area.co.th

Knowledge Is Not Private Property

The following are the reviews of seven journals in real estate valuation around the world. This will help
us connect and updated from movement and knowledge around the world.

Appraisal
Journal

THE APPRAISAL JOURNAL (winter
2007, Volume LXXV, Number 1) p.34,
43-44. Three Approaches?

by McCloud B. Hodges, Jr.

The initial concepts and structures of
the U.S. appraisal processes included
at least eight valuation methods rather
than three. The inability of appraisers to
appreciate this necessary relationship of
variables somehow whittled down the
number to three - a decision in the
“marketplace of ideas” happily
encouraged by the various real estate
trades and, surprisingly, by lawyers and
the judiciary.

The majority of appraisers, basking in
the perceived simplicity of three
approaches and sustained by short
education courses, unthinkingly
embraced this simple triad as reason for
being dominated by the courts,
legislators, and public administrative
bodies. These groups imposed the
phrase, “the three approaches,” on all
appraisal practitioners via court decision
- an astonishing spectacle of mass
acceptance of a stultifying environment.
No lawyer, legislator, or banker would
willingly accept such conditions for the
conduct of his or her own business and
profession.

Appraisers, caught in their three-way
trap and dimly aware of the inept
arrangement, prepared a potion to

haiApphaisal

smooth the enforced interrelationship of
three noncongruent methods-
“correlation.”

As a result of federal legislation that
followed the S&L collapse, the USPAP,
administered by The  Appraisal
Foundation, requires adherence to the
three approaches to value. The
emasculation of appraising is now
complete, confirming appraising as a
three-tool trade, perhaps extinguishing
in our time the idea that appraising
might be elevated to a profession.

The Appraisal Foundation, under the
oversight of the major financial federal
regulatory agencies, now imposes the
new constrictions on appraisers, while
bankers, mortgage correspondents, real
property tax appraisers, and all types of
consultants are not equally regulated.

Logic led the initial creators of the
appraisal process concept to create the
“trichotomies”: three types of property
classification (i.e., investment,
marketable noninvestment, service);
three kinds of value (i.e., investment,
market, owner).

The key to the appraisal process is to
use the applicable value method as
determined by the value sought and by
the class of property involved.

One caveat: The use of only one
valuation method is not correct for every
property; in some instances two or more
methods may be required.

To put appraisal practice back on
course, all appraisal forms, regardless
of source, which have been formatted to
require the use of all three approaches
on every property should be trashed.
Further, all courses of instruction in
appraising at all levels should be
revised accordingly.

As Gene Dilmore notes, “The basic
logic of the ‘three approaches’ was
stated most succinctly in the old saw:
‘I've said it once; I've said it twice; when
| say it three times it will be true’.... Do
not strain the intelligent client’s credulity
by pretending to correlate three entirely
[different] valuation processes; you
have made one appraisal, not three,
and professional integrity demands that
you-simply and honestly-present that
appraisal in such a manner as
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competently to guide the client’s
decision-making policy.”
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(Volum 51, Book 1, 2007) p.45-46,
Searching for a mediator?

By Verner Smitheram, Founding
Director Centre for Conflict Resolution
Studies, University of Prince Edward
Island Presenter AIC 2006 Conference

A Checklist for selecting a mediator

Prepare for the meeting (ideally, a
face to face interview) by reviewing the
conflict situation, the needs of all parties
and the items below

1. Educational background and work
history. Do you want a mediator to also
have expertise in the area of conflict,
such as a business background for a
commercial dispute, or a social work
background for a family dispute? What
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experience does he or she have with
cases similar to yours? If the mediator
is expert in the area of the problem, will
he or she have preconceived solutions?
If not an area expert, does his or her
experience suit your case?

2. Specific mediation training.
Mediation is an unregulated profession.
Training is available from a wide range
of commercial and academic providers
offering credentials for as little as 40
hours of training or as much as a PhD. |
recommend verification of a minimum of
180 hours of formal meditation training
at a reputable institution. Ask if the
mediator pursues continuing education
and belongs to any professional conflict
resolution associations. Can references
be provided?

3. Mediator goals. In relation to the
dual goals of solving the conflict
problem and repairing the relationships,
does the mediator emphasize one
aspect or the other, or attend to both?

4. Stance on party self-
determination. Keep in mind, lasting
agreements are more likely if this
principle is observed, as people commit
best to what they themselves have
crafted. Beware of the coercive ‘muscle
mediator.’

5. Process used. Referring to the
points above about mediation, it is
crucial to ask for a clear description of
the process intended.

6. Neutrality. Will the mediator be and
be perceived as neutral by all parties?
Are there any conflicts of interest?

7. Ethics. Does the mediator subs-
ribe to a code of professional ethics?

8. Boundaries. Does the mediator
recognize boundaries to the role and
know when to refer to other experts
such as accountants, counselors,
lawyers, etc. Playing dual roles
jeopardizes neutrality.

9. Contract. Ask for a sample contract
covering responsibilities, process,
confidentiality, fees, logistics, etc.

10. Insurance. Does the mediator
have liability insurance? (Relatively new
in Canada)

11. Personality. During the interview,
does the mediator reflect the kind of
sensitivities, values, and style
acceptable to all the parties?

Take the time to choose wisely and
reap the truly affirming benefits of
mediation.
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THE CHINESE APPRAISAL JOURNAL
(2007°2) p.04

Strengthen High Level Valuation
Professional Training, Cultivate Core
Competence of the profession

The Seminar of High Level Valuation
Professional Training was held in
October 2006. The Purposes of the
seminar are to enhance the quality of
human resources, improve the core
competence of appraisal firms, and
implement the development strategy of
appraisal profession. Leaders at all
levels have attached great importance
to the education and training of high
level valuation professionals who lead
the development direction of China’s
appraisal profession. At the 3
assembly of delegates of CAS, Vice
Minister Huang Ju discussed
professional training in his keynote
speech. Vice Finance Minister Zhu
Zhigang put forward four expectations
to the high level valuation talents at the
above seminar. The Secretary-General
and Vice President of CAS, Mrs. Liu
Ping presented an implementation plan
for high-level professional training.

In the light of leaders’ direction, CAS
made up a series of measures. In the
Development Plan of China’s Assets
Profession (2006-2010) which was
passed by the assembly, training and
education was an important part.
Measures have been made from the entry
examination to the member registration
and continuing education. Among these
measures, dividing members into different
categories according to CPVs’
experiences and skills is new thing.
Fellowship is one category and most
experienced and skiled and accom-
plished valuers fell into this category.
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FAIR & EQUITABLE (April 2007) p.3-5
Valuation of Electrical Generation
Systems: Factoring The Changing
Market: Neil Webb neil webb@wsqgi.com

In an attempt to keep pace with
changing energy markets, energy and
financial professionals employ
production cost modeling software to
perform dispatch simulations. Aurora
by EPIS, MAPS by GE, and PROMOD
by Siemens are products that
synthesize large databases of
generation and transmission assets to
predict future vehavior. They are
capable of factoring in changes in
regulation, plant construction/
retirement, fuel, and other system
variables to determine utilization and
market-clearing metrics. Because of
the interdependent nature of the
market, the valid simulation of one
asset requires all assets to be factored
in.  Once deterministic results are
established, these models can be used
for Monte Carlo analysis to evaluate
sensitivities of input variables and their
effect on valuation. Compilation of
analyses is used to build long-term pro
formas of existing and future plants in
service. These studies and the
resulting financials are wused by
developers for siting, investors for

project financing, traders for risk
management, and operators for
budgeting

Traditional income techniques require
valuation professionals to dissect
consolidated income statements for the
most recent fiscal year, which is much
like driving down a road using the
rearview mirror. In the best case it can
arrive at a good estimation of what
occurred in the recent past, but it can
lead to shortsighted analysis that does
not fairly take into account what is
potentially “in front of the car.” While no
technique could precisely foresee the
aftereffects of Katrina in electricity

haiAppLsaisal @




markets, traditional income techniques
could hardly begin to evaluate the
“What if?” scenarios that are possible in
roduction cost modeling.
Uﬂﬂ?ﬂuﬁﬁ%ﬂﬁiﬂm’lLLGiL‘ﬂuUSzIEI‘HﬁN"Iﬂ Tu
madszifiutudasmiladengunosd M
Aeaswamilluih undamdsnu msldaes
wazanzama  wumsildlumsisuiiuide
Bralaludegy  dyameadsnelam
niiduyuiidesdemuitneld  uazuans
Nlesamstiu 9 mmmwmﬂulﬂ}ﬁmq
msiu (luansgandmenaiimsusngudiu
N

Property Tax Assessment
& Administs ation

JOURNAL OF PROPERTY TAX
ASSESSMENT & ADMINISTRATION
(Volume 3, Issue 4.2006) p.13, 21-22
Unit Valuation of Utilities: The
Appropriate Classification and
Appraisal Methodology for Computer
Software as an Intangible Asset

By Jack P. Friedman, Barry A. Diskin,
and Mervyn Benjet

Many jurisdictions tax utilities and
railroads at their unit value, and the
same jurisdictions may  exempt
intangible assets from taxation. When
the value of the intangible assets is it
appropriate to subtract the value of that
intangible from the unit.

However, the unit value is often
derived largely by a formula based on
accounting data of costs, combined with
the application of a regulatory body that
determines rates. When the write-of of
a certain expense reduces the
company’s net operating income, the
appraiser must take that into
consideration. The appraised unit value
therefore does not incorporate the
intangible “asset” that was bought with
that expense. It would be erroneous to
subtract the value of that “asset” from
unit value even if it is an intangible. To
do so would deducted as an expense,
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which reduced net operating income; it
should not be deducted again.

To be eligible for a deduction as an
intangible, the asset must indeed be an
intangible. If a tangible asset or the
value of revenue produced by a service
is mischaracterized as an intangible
asset. An erroneous deduction would
occur:

Computer software is considered an
intangible asset for ad valorem tax
purposes in many jurisdictions. Product
software is defined as that which is sold
or licensed; it is customarily appraised
by using the income approach.
Operational software helps a company
deliver a service or run the business,
where the software itself is not sold.
Operational software is customarily
appraised by using the cost approach.
An appraiser must be mindful to
properly identify the type of software
and to apply the accepted appraisal
approach to derive its value as an
intangible asset.
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Social Conflict over Property Rights
By Harvey M. Jacobs

The Current Global Context
Americans think they are especially
attuned to property rights issues and
may be particularly engaged with them.
Yet, property rights and social conflict
over them is one of the hottest issues in
international public policy as well. The
fall of communism in much of the former
Soviet Union’s sphere of influence more
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than 16 years ago set off a chain
reaction in which dozens of nations
rushed to adopt western-style political
and economic systems. But how do you
jump-start democratic governance and
market-based economic  systems?
According to both political and
economic theory, both systems require
a foundation of secure private property
rights.

The 1990s was a period when private
property was actively promoted by
bilateral and multilateral international
development aid organizations, such as
the U.S. Agency for International
Development, the United Nations, and
the World Bank, and countries as
diverse as Albania, South Africa, and
China actively sought assistance.

The Chinese case is especially
interesting. For the last decade China
has been grappling with how to reform
is constitution to acknowledge the
existence of private property, even
though so is a violation of fundamental
Marxist-Leninist theory. But Chinese
government leaders have realized they
cannot attract international investment
without property reform. Investment will
not occur without a guarantee that
government is not going to arbitrarily
confiscate land and real estate.

This issue has even come back
around to the developed world. For
much of the twentieth-century American
planners looked to the social
democracies of Western Europe as a
model for how to plan cities, control
urban sprawl, manage landscapes, and
protect critical environmental resources.
Europeans-through a tradition of strong
government and weaker individual
property rights (compared to the United
States)-seemed to have a solution.

But now Europeans are looking to the
United States as a model of a strong
economy and a strong democracy.
While European countries have the
latter, they do not have the former. And
if the advice for creating strong market
economies and strong democracies is
good enough for Africa, Asia, Latin
America, and Central and Eastern
Europe, why is it not good enough for
Western Europe (Jacobs 2006)?

An Uncertain Future

The United States offers one lesson
in this area: individuals cannot have
unfettered property rights. The invention
of zoning in the 1920s and development
of environmental laws in the 1960s and
1970s are rooted in the metaphor
popularized by the Garrett Hardin: “The
Tragedy of the Commons.” Hardin
sought to demonstrate that there was a
mismatch between the logic individuals
pursued in making their own land and
resource decisions and the logic that
even they would recognize as sensible
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from a social point of view. So, for
example, it is logical for me to sell my
urban fringe farmland to a developer for
the highest market price | can receive,
but if every farmland owner behaves
likes me then we lose all our farmland.
In the United States we have developed
a very complicated relationship between
the rights of the individual and the rights
of society over property, a relationship
we are always renegotiating.

It is precisely because property is so
central to political and economic theory,
and in the case of the United States our
founding history and cultural myths, that
we fight about it as we do. | think
fighting about it is actually a good thing.
Why? Because it is in fighting about the
very notion of property-what it means,
what role it serves, what prerogatives
belong to neighbors, communities,
future generation-that we, as
Americans, come to understand who we
are and what we believe about
ourselves and our society.
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RICS BUSINESS (March’ 07) p.6
Housing market ‘cooling’, says RICS
The housing market is cooling, with
prices falling and the number of houses
on estate agents’ books dropping to a
two-and-a-half-year low following the
November interest rate rise, according to
the latest RICS housing market survey.
While house prices rose for the 14"
consecutive month in December, the
pace of increase eased back to August
levels. Only 37% more chartered survey-
rs reported a rise than a fall in house

prices, down from 46.9% in November.
The pace of increase remains strong,
above the long run average of 21%, but
this is the first real evidence that the
November rate rise has started to take
some of the heat out of the market.

Completed property sales rose to
28.5 per surveyor from 284 in
September — the highest since August
2004. The ratio of completed sales
compared to the stock of available
property rose to 42.8% from 42.5%.
This is the highest ratio in two years and
a strong indicator of a still buoyant
market. New buyer enquiries stabilised
in December reinforcing the strength of
the underlying economy in light of the
two-quarter point interest rate hikes that
have taken place since August.

RICS spokesman lan Perry said:
“interest rate rises have started to cool
the housing market and last week’s rise
will have a further impact in the coming
months, but the market remains strong.
However, the rate rise will do nothing to
aid homeowners struggling with afforda-
ility conditions with more repossessions
looming. RICS expects interest rates to
finish at 5.5% by year end.”
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Nine Understandings of CSR

Dr.Sopon Pornchokchai, php., RICS, LRTI-Lincoln Institute of Land Policy

beneficiaries; namely, shareholders, investors, suppliers, customers or consumers, the communities where the

AII definitions of Corporate Social Responsibility (CSR) <3> are clear, that it is an obligation to a corporation’s

corporation is located and the society at large. There are some misunderstandings of CSR, however, which
should be discussed in order to prevent any possible distortion and to perform the correct practices of CSR.

1. CSR or CSD?

CSR should not be distorted to become CSD (Corporate
Social Donation). In many cases, the physical doing of good
deeds is often used to cover crime! In terms of CSD, whether
corporations do or do not contribute to the society is their own
right. If they do, it will be good for themselves in terms of
image, reputation or pleasance. However, if they don't
practice CSR, then they harm their customers, adjacent
communities or society at large. This implies that they break
the law and have to be punished and pay fines. Their
executives may be put in jail in some cases.

2. Crime and CSR

Industries with poor CSR tend to promote CSD. Some
large cement, petroleum or Mining corporations are very poor
in CSR because they do not properly prevent pollution.
Perhaps, they do not want to lose their profit. However, they
try very hard to promote CSD. There is a hypothesis that
since these large corporations are spending a certain amount
of cash on CSDs (partly by buying advertisements), the media
or NGOs have few critiques or questions on their business.

3. A Little donation?

In Thailand, for example, a man normally contributes some
2.69% <4> of his income for donation. Most large
corporations with a great image are believed to donate a very
slight portion of their income to the society. However, they do a
lot of publicity. They earn a good image by spending only a little
amount of money. This is why little social impact can be
observed even if a lot of CSDs have appeared. If they really
contribute to the society as much as an ordinary man above,
signifi-cant, positive changes in the society could have been
observed.

DIFFERENT BENEFITS & VIEWS
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4. CSR of banking corporations

Banks appear to do a lot of CSDs. However, many of them
may not perform proper CSR. During the 1997 financial crisis
in Asia, the failure of banking systems was due to the lack of
supervision, insider lending, lack of disclosure, unsound
practices and close relationships among commercial banks,
private companies, finance companies, real estate developers
and politicians <5>. In Thailand in 1997, 2,000 large
corporations borrowed as high as some US$ 25 billion <6>.
Each loan was worth US$ 1.25 billion. This became bad debt,
due definitely to the lack of the CSR of the banks toward their
shareholders, their stock investors and their depositors, etc.

5. CSR and Patriotism

Some local petroleum companies may say that they are
local firms and that local people should help support local
products. This might occur in other businesses like
convenience stores, hotels, and the like. Actually, this is a
trick of local entrepreneurs. If they are a local business, they
should sell their services or products at lower prices but at
compatible quality as well. If they cannot do so, they have no
right to ask local people to buy their products or services.
This would simply be cheating.

6. SME and CSR

If CSR is understood as CSD, SME might feel that it is very
difficult to contribute to the society. Many of them are still
struggling for their survival. However, CSR is really a
prerequisite for SME; otherwise SME will not gain reliability.
SME entrepreneurs should be educated to be responsible to
the customers. They should not cheat their customers, who
are their stakeholders, for their immediate benefits. This is
the way to build trust so that their SME business will grow
substantially.

7. Workers better off?

Some factories may have a lot of face-lifting programs on
so-called “CSR” (but actually CSD). If they just pay a
minimum wage forever, how can they claim to have good
responsibility to their workers, a major group of their
beneficiaries? Some factories may simply pay a slightly
higher wage to their workers in order to attract workers from
others. This is only a tactic in personnel management.
Normally, unskilled labour working life is as short as 6-8 years
(18 to 25 years of age). They tend not to become better off
but their employers do.

8. Standards for whom?

Standards are set for whom? For example, some
international banking standards were set because once
Japanese banks performed better than those of other
superpower economies. Japanese firms were forced to work
for five instead of six days a week because they are above-
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standard. Considering the maximum working hours, it is very
illogical to prevent people from working longer because this is
a way to earn more money. People need to work hard
inasmuch as they are well-paid and it is not harmful to their
health. Many business owners work 7 days a week with long
hours. Workers in developed countries prior to the 1970’s
were also exploited beyond current standards (long
compulsory working hours with low payment). Perhaps, these
standards were set to obstruct the development of our
developing countries.

9. Need laws and regulations

There is a saying that CSR is about the change of mindset
(no need for laws and regulations). This might be an
exaggeration. The privileged tend not to give up their
privileges themselves. It is necessary to make sure that CSR
is performed for all beneficiaries. It should be made clear that
CSR is enforced by law in order to protect the customers, the
communities and the employees at an equivalent level as the
shareholders. Therefore, in practice, there is a need for
frequently updated laws and regulations. In addition, there is
a need for proper and transparent enforcement of these laws
and regulations.

A clear picture and understanding of CSR is needed in
order to perform CSR for the benefit of all beneficiaries. To
do the right thing should no longer be voluntary, it is a

Knowledge Is Not Private Property

responsibility on a legal basis. Donation can be accom-
plished additionally only when CSR is performed; otherwise, it
will be a distortion of CSR or only an attempt to cover crime!

Note:

<1> Dr.Pornchokchai was a former consultant to ESCAP, UNCHS,
ILO, FAO. His research masterpieces include the discovery of 1,020
slums (1985), computer-assisted mass appraisal (1990), 300,000
unoccupied housing units (1995, 1998), property information centre
(2000), and land value modeling (2002), Vietnam’s Valuation
Roadmap (2006). Email: sopon@area.co.th

<2> AREA (www.area.co.th) is a property consultant firm with 150
professionals. AREA is the first and only/wholly 1SO-9001-certified
consultant firm engaged with the UN Global Compact and was
awarded the 2005 ethical prize by the Thai Chamber of Commerce.

<3> search from google.com

<4> Computed from the data of the National Statistical Office of
Thailand and? appeared in an article on CSR (in Thai) by Dr.Sopon
Pornchokchai. Please see details at the following:
www.thaiappraisal.org/Thai/Market/Market130.htm

<5> See detailed discussions at Renaud, Bertrand (2000).
“Chapter 9: How Real Estate Contributed to the Thailand Financial
Crisis. In Mera, Koichi and Renaud, Bertrand (ed.) (2000). Asia’s
Financial Crisis and the Role of Real Estate. New York, M.E. Sharp,
p.195 and Yap, Kioe Sheng and Kirinpanu, Sakchai (1999). Bangkok’s
Housing Boom and the Financial Crisis in Thailand: Only the Sky Was
the Limit. AIT, UEM-Asia Occassional Paper No.43, p.12.

<6> Thai Asset Management Corporation (2001). Annual Report
2001: www.tamc.or.th/admin/ uploadfile/file_art/C231_006(006-009).pdf

Earlily printed at Bangkok Post, December 15, 2006, p.B2 and Executive Property, January 2007, p.90-95
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Average price of houses at four-year low

Developers shift to low-priced units
KANANA KATHARANGSIPORN, Friday, April 20, 2007

The average housing price in Greater Bangkok declined to
2.14 million baht a unit as of the end of the first quarter _ the
lowest since 2003 _ because most developers are shifting to
the lower-end market, according to the property consulting firm
Agency for Real Estate Affairs (AREA). "It [average unit price]
reflected the unfavourable market as most newly launched
units were in the lower-priced segment. Low prices are
affordable for both lower-income earners and speculators,"”
AREA president Sopon Pornchokchai said yesterday.

In the first quarter of the year, the number of newly launched
projects in Greater Bangkok totalled 82 with 16,644 units worth
a combined 38.28 billion baht, with an average price of 2.3
million baht.

Of the 82 projects, 77 were housing developments,
decreasing by 17% from the same period last year. Total
housing units were 16,419, up 12%.

The total housing value was 35.14 billion baht with an
average price of 2.14 million baht, down by 9% and 19%
respectively from the same period last year.

The average housing price was 2.83 million baht in 2006 and
3.086 million in 2005, according to the company's earlier
surveys.

AREA forecast the total number of newly launched projects
in 2007 would be 308, down by 16% from last year, with the
total value declining 25% to 140.56 billion baht. However, the
total number of units would be 65,676, down only 1%,
reflecting the shift to lower-priced housing.

Among the total new launches of housing units, two-thirds
were condominiums. Units priced lower than two million baht
totalled 8,195, or half of the total units launched.

Meanwhile, 2,724 townhouses were launched in the first
quarter, accounting for 17%, while single houses totalled 1,379
units, only 8%.

"Most of the units were condominiums, showing significant
speculation. Condos are the most suitable for speculation as
maintenance costs and depreciation are lower than other
housing types," Mr Sopon said.

He added that sales of newly launched condominiums in the
first quarter grew by 241% year-on-year while those of single
houses and townhouses dropped by 86% and 25%
respectively.

The AREA survey also showed the lower purchasing power
of consumers as more than half of the units were priced
between 500,000 and two million baht a unit.

The largest proportion came from condominiums priced at 1-
2 million baht with 4,989 units, followed by condominiums
priced from 500,000 to one million baht with 3,206 units, and
townhouses priced at one to two million baht with 1,033 units.

"The launch of condominiums priced lower than one million
baht to more than five million baht continued increasing while
others did not," Mr Sopon said.

"This situation showed an oversupply trend in the
condominium market remained. If there is an economic crisis,
the property market may crash."

Neialunmyess
area@area.co.th
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Date: 11 April 2007, The Nation

SETBACKS FOR INVESTORS

Foreign developers on Samui suspend work

New height restrictions and uncertainty in amended act blamed

8 Somluel Srimalee
The Nation

ROPERTY DEVELOPERS from
the UK and Scandinavia
have annouzneed the sale of
neirly Bte billion worth of
their projects on Kob
Samud, following a new city plan and o
lack of ¢larity in the amended Foreign
Buisiness Act.
the Agency for Real
dicates the new city plan
i will mamdate that prop-
crty projects cannot be constructed
hi.g.hﬂrlhan 150 metres above sea level.

As a result, British and Scandinavian
lﬁm]pcrty developers planaing projects
higher than that must sus| them.
“Foreign investors have expanded
investments on Koh Samui since 2004
to develop rt‘surl-Hu'nl}l:l'ty prajects.
Most of them bought land from local
umw!s.ands;nmp-rmsdn'l.nm|1m'r:|:.nd
titles, but rather only an autherisation
cedtificate allowing people to make use
of the land, not the right to sale and
develap a property projeet. As a ves
up o 10 property projects develaped by
foreign investorsmust be suspended and
harve been amnougeed for sale to other
investors,” said Wason Khengehantr,

the agency’s managing director,

The project land on Kol Samui may
be discounted 10-20 per cent lvom the
wverage price of B million a vai for a
sep-view location.

Meanwhile, demznd for resons and
hasshown ondys
last  December,  because g
investors have adopted a wait-and-see
attitucde about whether the amended
Foreign Business Actwould a
ownership in property projeets. As o
result, most foreign buyers bive delayed
decisions alot ':;ll:\']n,f.',m"\\'lE‘Si[l{‘l]lin]
projects on Kol Samui and at ether
resart destinations,

Wason added that new resort-prop-
erty projects at three tourist destina-
tions - Pattaya, Phuket and Koh Samoi
- numbered 175 and were worth
Bt151.04 billion. OF these, 73 projects
Launched in Phuket are worth Btjo,73
billion total, 59 projects on Koh Samui
are worth BUiS.01 billion and 43 proj-
cets in Pattaya ave worth Bre2.29 bil-
lion,

Sales of resort projects at the three
tourist destinations began slowing last
Decermber after the Bank of Thailan
announced @ 30-per-ver 'y
EUATLRLY and_'.lw government an-
]|L1'.ll'lEI'_‘([“3IJ”]]E_‘-'ID'I'E\'i{_‘\\'I]‘.E Foreign
BusinessAct.czpecially regardingnom-
inee s, Wason said,

With the market trend, land prices

on Kob Saniui and in Pattava and
Phuket have been stable this vear com-
pared with last

Last year, e Jansd prices on
Kob Samui reeorded doubbe growth,
from Bt2 million a rai to Bid million.
Land pricesin Pattavainereased 30 per
cent, from BOO milkonamite Btl+mil-
lion. And Phnkets lund prices rose 12
pe 1, from DLz million araito Bt .o
million.

“Loth [oreign and local investors
must wail and see what the govern-
ment’s poliey will be in the Foreign
Buginess Act, hecauze this will have an
effect on demand for residential praj-
eots in resor] dest lons, 50 per cent
of which is from forcign investors”
Wason suid.
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