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Exhibits
Exhibit 1: List of Large Building Material Retailers and Their Associated Microlenders

Retailer Location of Stores Associated Lender

Build it

South Africa
Lesotho
Namibia 
Swaziland
Mozambique

Real People 
Nedbank@home
RCS
Lendcor 
Thuthukani Housing Finance
Norufin

Builders Warehouse 
South Africa
Botswana
Mozambique

Real People

Cashbuild

South Africa
Namibia
Lesotho
Botswana
Swaziland
Malawi

Nedbank 

Pennypinchers
South Africa
Namibia

RCS 

Mica 
South Africa
Lesotho

n/a

Buco South Africa Real People

Builders Express South Africa Real People

Builders Trade South Africa Real People

Dada South Africa (Polokwane) n/a

Boxer Hardware Stores/Boxer Build South Africa (Eastern Cape & KZN) n/a

Table 1: Building Material Retailers and Microlenders

Exhibit 2: Build It - Background and Organisational Structure

Background

Build it is a voluntary trading group of independent retailers specialising in building materials and related hardware. The organisation
currently has a membership of in excess of 275 stores in the Southern African region and employs approximately 8 250 people.
Build it is a division of the SPAR Group Limited and the stores are serviced by six regional offices, a central office and a distribution
centre.

In 1984, with a membership of only 20, largely rural independent retailers, Build it launched in KwaZulu-Natal. Moving inland in
the 1990s, expansion was steady but slow until a decision was made in 2000 to develop Build it nationally. In the first five years
numbers, it grew from 36 stores to 172 stores, with market coverage including the whole of South Africa, Swaziland, Namibia,
Botswana, Lesotho and Zambia. 

Region Location of Stores

EAST CAPE 38

INLAND / LESOTHO / SWAZILAND 127

KZN / MOZAMBIQUE 75

WEST CAPE / NAMIBIA 35

TOTAL 275

Table 2: Build It Membership by Region
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Organisation Structure

The Build it organisation is made up of five separate bodies:

n Build it retailers who are independent store owners.
n Build it Guild – a non-profit company managed by elected retailers and Build it employees which is aimed at controlling

all issues that affect the welfare of Build it members.
n Build it Distribution Centre, in Pinetown, KwaZulu-Natal.
n Regional Operational Teams
n Central Office

Figure 2: Executive Management Structure

(Source: Build It Prospectus) 

Exhibit 3: Comparison of Mortgage and Incremental Housing Costs

The following table indicates the difference in the cost of building a house with various methods of financing. Mortgage finance
enables a borrower to have a complete house much sooner, but loan repayment is spread over a much longer period, possibly 20
to 30 years. This results in a much higher total interest paid. On the other hand, a borrower who takes small repeat loans takes
longer (for example, five years) to complete a house due to affordability, but the benefit is that the total cost of a house is much
lower.

Type of loan Interest rate Number of loans Total interest (ZAR) Total cost (ZAR) of 

Mortgage bond 9.75% 1 306 346 546 346

Standard NCA micro-loan 32.65% 10 89 967 329 967

RHLF typical micro-loan 21.00% 10 55 981 295 981

Table 3: Purchase of a ZAR 240 000 house

(Source: RHLF annual integrated report 2014- 2015)
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Figure 3: Lending Market

(Source: RHLF annual integrated report 2014- 2015)

(Source: Mark Alberts, 2015)

Exhibit 4: Credit Industry

Towards the end of 2014, the microlending environment was put under enormous pressure with the collapse of African Bank and
the placing of Bridge Finance into business rescue. This has since seen a number of funders of these institutions reduce their
exposure to the industry, making it more difficult to find investors interested in lending to microlenders. There was a noticeable
tightening of the credit criteria by lenders, including by the Rural Housing Loan Fund’s intermediaries.

Subsequent to year end, there was a significant development in the ability of the microfinance industry ability. The Western Cape
High Court delivered a judgement requiring that all emolument attachment orders need to be assessed for affordability by a
magistrate, and not simply issued by a clerk of the court. In the short-term, this will have a significant effect on collections of old
debt by microlenders. In the medium- to long-term, it believed that better assessments will be made of people’s ability to repay
when issuing loans.

Exhibit 5: Existing and Potential Size of Building Merchant / Microlender Market in South Africa

There are currently in excess of 10 000 building material merchants in South Africa, of which 1 915 are part of corporate retail
groups. The total size of the building material retail market was estimated to be around ZAR 70 billion (US$ 4.7 billion) in 2015.

Year Market Size

2009 ZAR 60 bn

2011 ZAR 64.9 bn

2012 ZAR 66.2 bn

2013 ZAR 67.5 bn

2014 ZAR 68.8 bn

2015 ZAR 70.2 bn

Table 4: Annual Size of Building Material Retailer Market in South Africa

While the size of the total building material retail market is about ZAR 70 billion (US$ 4.7 billion) per year, Quantec data suggests
that only ZAR 6.9 billion (US$ 460 million) of that amount is used in the informal building construction industry annually. Using the
assumption that between 85 percent and 95 percent of the informal building construction industry consists of the type of incremental
home building that we are interested in, the size of the incremental home building market is estimated to lie somewhere between
ZAR 5.8 billion (US$ 387 million) and ZAR 6.5 billion (US$ 433 million) per year. Further, assuming that between 60 percent and
65 percent of incremental home building customers could qualify for microcredit (given South Africa’s 25 percent unemployment
rate and over-indebtedness rate of between 10 percent and 15 percent), the market could grow to between ZAR 3.5 billion (US$



233 million) and ZAR 4.2 billion (US$ 280 million) per year using the current model. If microfinance covering the cost of labour is
also included in this calculation, then the potential size of the housing microfinance market is approximately between ZAR 4.6
billion (US$ 307 million) and ZAR 5.3 billion per annum (US$ 353 million). This figure could, in fact, be even larger if access is
increased and economies of scale are further achieved in the sector. Since the housing microfinance market is currently estimated
to supply about ZAR 2 billion (US$ 133 million) per annum, the market could potentially more than double in size over the next few
years.

The graph below visually illustrate these observations:
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Figure 4: Existing and Potential Building Material and Housing Microfinance Markets in South Africa
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Exhibit 6: The Rural Housing Loan Fund (RHLF) - Background, Pricing Policy & Interest Rates

Background

The RHLF is a government entity, which has a mandate to facilitate finance that supports the incremental housing process in rural
areas in South Africa for low-income houses. It is set up as a whole sale funder, which has intermediary partners who access
funds from it and then lend to individual borrowers across the country. RHLF only has one office and achieves its mandate through
its intermediary partners. This business model was chosen as it is cost-effective and takes into account the reality that the
intermediaries are closer to the market, understand the market better, and can react faster.

Certain restrictions are built into the agreements between RHLF and its intermediaries. The money can only be used for incremental
housing and associated services (which include building a new house, extending an existing house, doing home improvements,
connecting to electricity, building septic tanks, and purchasing land). Additionally, the money has to go to people in rural areas
who earn ZAR 15 000 (US$ 1 000) a month or less. 

Pricing Policy

The Rural Housing Loan Fund has, as part of its mandate, been instructed to find ways of reducing the interest burden on its
borrowers who are the lowest income earners in the country. The Rural Housing Loan Fund’s Pricing Policy sets the following rates
on new lending, where no special conditions are attached (such as subordinations).

Rate charged to retail borrowers Rate charged by the Rural Housing Loan Fund

REPO x 2.2 +>18 % Prime + 4%

REPO x 2.2 +>16-18 % Prime + 3%

REPO x 2.2 +>14-16 % Prime + 2%

REPO x 2.2 +>12-14 % Prime + 1%

REPO x 2.2 +>10-12 % Prime %

REPO x 2.2 +10 or less % Prime - 1%

Table 5: RHLF's Pricing Policy

Interest Rates Charged

With this policy in place, the majority of RHLF’s retail homeowners are currently able to borrow at 21 percent which is effectively
11.65 percent below the maximum allowed by the National Credit Act. The lowest rate at which retail borrowers are able to access
funding at is 15 percent, less than half the current maximum. Until 2007, interest on loans below ZAR 10 000 (US$ 667) were
unregulated in terms of the Usury Act of 1968. Interest rates were not capped and as a result microlenders could charge interest
as high as they wanted. Since 2007 all loan interest and fees have been regulated by the National Credit Act, resulting in significant
reduction in the cost of credit. The following graph reflects the historical trends in interest rates charged on housing microloans
facilitated by the Rural Housing Loan Fund.

Figure 5: Most Common Interest Rate Charged by RHLF’s clients
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(Source: RHLF annual integrated report 2014- 2015) 
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Exhibit 7: Income Profile of Rural Housing Microfinance Borrowers

Statistics Compiled from Monthly 
Housing Impact Reports

2011 2012 2013 2014 2015

Source of income

Private sector employment 27% 28% 23% 23% 26%

Public sector (including social grants) 70% 71% 72% 76% 72%

Self / informal employment 3% 1% 5% 2% 2%

Borrower’s income

less than ZAR 1 500 p.m. 40% 43% 56% 63% 64%

ZAR 1 500 p.m. – ZAR 2 500 p.m. 6% 4% 5% 5% 6%

ZAR 2 500 p.m. – ZAR 3 500 p.m. 7% 4% 5% 4% 5%

Sub-total below ZAR 3 500 53% 51% 66% 72% 75%

ZAR 3 500 p.m. – ZAR 6 000 p.m. 17% 14% 11% 7% 6%

ZAR 6 000 p.m. - ZAR 9 800 p.m. 18% 18% 11% 9% 6%

more than ZAR 9 800 p.m 12% 17% 12% 12% 11%

more than ZAR 15 000 p.m. (w.e.f 1/4/2014) 2%

100% 100% 100% 100% 100%

Table 6: Income Profile of RHLF's Intermediaries' Borrowers

(Source: RHLF annual integrated report 2014- 2015)

Exhibit 8: Value, Number and Average Size of Micro-Loans Distributed by Various Microlenders

The table below presents the value of loans, the number of loans, and the average size of loans supplied by select microlenders
during 2015. These figures refer to the loans supplied by microlenders through all of the building material retailers that they have
relationships with (i.e. not just through Build It). Additionally, these are only the loans that the microlenders supplied using the
Rural Housing Loan Fund’s money. Since Lendcor, Norufin and Thuthukani receive most of their wholesale funding from RHLF,
these figures can be interpreted as representing all of the loans that these microlenders supplied through building merchants
during 2015. However, the same inference cannot be made with respect to the Real People figures, as Real People receive funding
from many additional sources outside of RHLF. 

Name 2015

Lendcor

Value (ZAR) 93 778 666

Number 30 308

Average (ZAR) 3 094

Norufin

Value (ZAR) 24 059 7970

Number 1 891

Average (ZAR) 12 723

Real People Holdings

Value (ZAR) 49 919 262

Number 2 214

Average (ZAR) 22 547

Thuthukani

Value (ZAR) 17 507 803

Number 1 214

Average (ZAR) 14 422

Table 5: RHLF's Pricing Policy

(Source: RHLF annual integrated report 2014- 2015)



Exhibit 9: Micro-Loan Usage in the Incremental Building Process

The following graph shows how people use the loans that they receive from the Rural Housing Loan Funds intermediaries.
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(Source: RHLF annual integrated report 2014- 2015) 
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Exhibit 10: Applying for Housing Microfinance

Real People’s Application Process:



Lencor's Application Process:
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Exhibit 11: National Credit Regulator’s Affordability Form
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Exhibit 12: Thuthukani Finance’s Budget Booklet

Extracts from Thuthukani Finance’s budget booklet are presented below:
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(Source: Thuthukani Finance Budget Booklet)



Exhibit 13: Building Advice Handbook

Exerts from RHLF’s building advice handbook are presented below:
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(Source: RHLF building advice handbook)
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Exhibit 14: Beneficiaries

Mr. Sekang (Bodibe Village)

Mr. Sekang resides in Bodibe village outside Mafikeng in the Shutleng section. Mr. Sekang (in the picture) is a 63 years old pensioner;
who is married and is living with his family of six: his wife, his two children, who attend school, and two extended family members.
Mr Sekang has running tap water in his home, uses the bucket toilet system and accesses power through grid electricity. He took
a loan of ZAR 2 000 (US$ 133) on February 2013 from Norufin Housing through Build-It hardware to build a new house for his
family. He receives a pensioner’s grant and augmented the loan with his own savings. He used a local builder and paid him ZAR
1 600 (US$ 107). He stated that the housing condition was not good at all is and now is of better condition. (RHLF website)

Ms. Madikizela (Ludeke, Mount Frere)

Ms. Madikizela is employed by the Department of Education as a teacher and lives in Ludeke Location.  She is a single parent
living with her three school going children and one extended family member. Ms. Madikizela took a loan of ZAR 60 000 (US$ 4
000) in September 2012 from Real People through Build-it hardware. She has built an eight-room house. There is no electricity
and water at her home as this is a newly developed area. (RHLF website)
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Mr Mfungelwa Mthembu (Bucanana Reserve in uMhlathuze Municipality, KwaZulu-Natal)

Mr Mthembu is 66 years old and is a father of eight children. He used to work for the uMhlathuze Local Municipality before he
retired. He now receives a pension of under ZAR 6 000 (US$ 400) per month from his retirement fund. He first borrowed ZAR 2
000 (US$ 133) in 2013 and then received a second loan of ZAR 5 000 (US$ 333) in 2014 from Lendcor. This was disbursed
through the building merchant where he bought the materials to build his rondavel. The new rondavel replaced the old rondavel
pictured below. (RHLF annual integrated report 2014- 2015)

Miss Hilda Ndlovu (Motetema Village in Elias Motsoaledi Local Municipality, Limpopo)

Miss Ndlovu is employed as a professional nurse and earns a monthly income between ZAR 9 800 (US$ 653) and ZAR 15 000
(US$ 1 000) per month. She first borrowed ZAR 15 000 (US$ 1 000) from Thuthukani Housing Finance, in 2013. This money was
used to buy building materials to start the project of extending her parents’ house in Motetema village as shown in the first
photograph. In 2014, she took a second loan of ZAR 17 000 (US$ 1 133) to finish up the house as depicted in the second picture.
Miss Ndlovu is very happy that she has accomplished her dream of improving the quality of her parents’ house by extending it and
changing the roof from corrugated iron to tiles. For her, this is the best gift she can give to her parents for all the support they have
given her up to when she completed her studies and started working. (RHLF annual integrated report 2014- 2015)

Mr Fatama Malaka (Ramogwerena Village in Elias Motsoaledi Local Municipality, Limpopo)

Mr Malaka, a 49 year old father, used his own savings to commence building a 9 roomed house for his family of five. He then took
a loan of ZAR 30 000 (US$2000) in 2012 from Thuthukani Housing Finance and used this to put a roof on his new 9 roomed
house. His second loan was for ZAR 21 000 (US$ 1 400) in 2014 to finish his home. Mr Malaka is employed in the private sector
as a machine operator and earns a salary between ZAR 9 800 (US$ 653) to ZAR 15 000 (US$ 1 000) per month. (RHLF annual
integrated report 2014- 2015)


