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1. MANAGING DIRECTOR OVERVIEW

In a world where population is soaring and sustainable housing development can’t keep up,
International Housing Solutions (IHS) is helping thousands of African families get the housing they
deserve: safe, affordable, and environmentally-efficient.

”

We aimto fill the gap between supply and demand for housing, specifically serving the “missing middle
households. And what makes us different is our laser-like focus on affordable housing, giving us
unrivalled expertise and experience compared to other organisations in Africa.

We are very proud to have been the first investment managers in South Africa to focus on affordable
energy-efficient housing, and are still the leaders today. We are demonstrating that private equity funds
focused on affordable and green housing can be an effective means to leverage the power of the
investment community has to deliver positive financial, social and environmental outcomes.

Since 2008, IHS has raised $477 million of capital from an impressive group of institutional investors, and
with its three funds under management, has been able to leverage this equity into strong tangible
results, which include:

= 18,086 units completed or under construction — impacting the real economy through a direct
and indirect multiplier effect

= Providingsafe and affordable housing for about 65,000 low- to middle- income South Africans;
for purchase (10,457 units) and for rent (6,000 units)

= Creatingjobs—short termand in perpetuity foron-going operation and maintenance, primarily
for unskilled, previously disadvantaged men and women inthe communities where the projects
are located

= 49 projects closed to date which supporta number of well-vetted, approved developer partners,
doing repeat business with a number of the developers

= Stimulatingthe financial sector with the provision of project level debt and end-user mortgage
finance

= Creating a greener future by committing to at least 25% green housing units in IHS Fund II;
which includes measuring, analysing and reporting on water, energy, and CO2 savings.

As affordable and green housing backlogs continue to increase exponentially across the African
continent, the need for additional investment is becoming increasingly urgent.

To this end, IHS is hoping to raise additional capital for its IHS Fund Il (needs to be closed by January
2017), including green units designed to improve the efficient use of energy, water and building
materials in our developments, to be an even stronger catalyst for positive change.

________________________________________________________________________________________________________________|
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We look forward to our membership within the Social Stock Exchange as recognition of our efforts to
date, and vision going forwards, in improving housing stock and livelihoods in Africa.

Organisational Summary

What we do

IHS is a private affordable housing investment manager. We raise institutional capital and investitin the
development or renovation of affordable housing in Sub-Saharan Africa, both for-sale and for-rent,
affordable to the fast growing low to middle income market in South Africa and other target Sub-
Saharan countries. IHS is owned by MMA Capital Management LLC, a publicly-listed US affordable
housing and renewable energy investment manager (formerly MuniMae). As such, we are under the
corporate governance of this major US shareholder, and are therefore governed by their rigorous
policies and procedures, including their code of ethics and principles of business integrity to combat
issues such as bribery and corruption.

To date, our investments have resulted in the production of about 18,000 homes. In our current Fund,
IHS Fund I, we have raised capital specifically for the purpose of "greening" a portion of the homes
produced. Based on capital raised to date, we have committed to 5,060 green homes (25%). We have so
far closed six projects in Fund Il (five green home projects).

Our IHS headquarters are located in Johannesburg, South Africa and all but 4 of our 31 employees are
based in South Africa. Our primary countries of operation are South Africa, followed by Namibia and
Botswana (we expectabout 15% units developed in Fund Il will be outside South Africa). The Fund has
targeted these countries based on careful analysis of their economic strengths, demographic
characteristics, and stable political and legal environments. All of the countries weathered the recent
recession with minimal disruption and have stable, business-friendly governments. Other Sub-Saharan
countries may be chosen as investment destinations on an opportunistic basis to the extent that
attractive risk-adjusted returns are identified.

|
ZMBABWE| MOSAMBIK

Figure 2: Focus Markets
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IHS is responsible for sourcing and analysing investments, executing on investment decisions,
monitoring and advising the fund’s investments, and eventually exiting fromits investments prior to the
end of the relevant fund.

We make investments primarily inresidential properties —new developments, conversion and straight
acquisition — that are targeted at filling the gap between supply and demand for housing serving the
“missing middle” households.

Typical IHS target householders — social and financial profile:

Our units are aimed at South Africa’s “missing middle”: on low to middle-income, between R3,500-
R20,000 per monthin South Africa, and $300-$1,800 per month in othercountries. The average salary
in South Africa is R17,422 per month.

While we report rigourously on the affordability of our units (based on their rent and sales prices),
further information on the income profile of our buyers/renters would help to further quantify the
affordability impact we are havingin the various communities we serve. To this end, we are looking to
work with the Social Stock Exchange to define the relevant information we should obtain (i.e first-
time homebuyers, family income, family members, information relating to transportation and
education), which will provide for more transparency and better analysis. We expect to begin
reporting this information in the new year.

In addition to conventional development projects, the fund may investin specialised properties, such as
housing for faculty and students at universities, or work with employers to create employee housing
near employment centres.

Housing units are sold upon completion or rented out and sold at a later point, depending on market
conditions. We ensure every project we fund and designincludes an outside recreational area, space to
dry laundry, and security measures (e.g. controlled access). On some projects, there are also créches,
schools, clinics, religious facilities, recreation and parks, etc. built nearby; thisis notfunded by IHS, but is
theinitiative of the developer, or e.g. enabled by sponsorship from a corporation or bank. We are also
working with the governmentto utilise the various housing subsidies that have been provided, such as
the Financial Linked Subsidy Program (FLISP) in several of our projects.

________________________________________________________________________________________________________________|
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Who we are
Our senior management team:

Michael Falcone

Mike is the Executive Chairman and has 30 years’ experiencein real
estate and finance. He is CEO and President of MMA Capital
Management LLC (“MMA”), which has been the shareholder of IHS since
2005. He isresponsible forall aspects of the general management of
MMA, focusingon strategic planning, risk management, business
development, and oversight of the performance of the Company.

Cathal Conaty

Cathal serves asa Managing Directorresponsible for Portfolio
Management and Fund Administration. Mr. Conaty is also founderand
president of the Mathari Children’s Fund, astreet children program
caring forand educatingimpoverished children in Mathari, Kenya.

Rob Wesselo

Rob isa Managing Director responsible for South Africa Operations at
International Housing Solutions. He is responsible for sourcing
investments, structuring and negotiating deals with developers and
managingthe operations of IHSin South Africa.

Solly Mboweni
Solly is Head of Housing Operations, with direct responsibility forthe
activities of the Deal Team and the Asset Management Team.

Nikki Blane

Nikki is Chief Financial OfficerforIHS, responsible foraccounting,
treasury, corporate services, budgeting and financial reporting forthe
company.

Soula Proxenos

Soulaisa ManagingDirectorat IHSand is a member of the Investment
Committee. Sheisresponsiblefor Capital Raisingand Investor Relations.
Ms. Proxenos also servesonthe board of Tahirih Justice Centerand her
expertiseisinfacilitating access forthe poorthrough financial products.

________________________________________________________________________________________________________________|
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Our six Advisory Committee members belong to the following organisations (we have not included
names of members due to time constraints):

o KfW, Germany

e WDB Investment Holdings, South Africa

e Eskom Pension & Provident Fund, South Africa
e International Finance Corporation, USA

e International Finance Corporation, USA

e National HousingFinance Corporation, South Africa

In additionto the members of the senior managementteam above, we employ 25 people inthe
following organisational areas:

Deal Oversight & Finance & Portfolio Management
o Asset Management o . Legal
Due Diligence Administration & ESG
7 People 4 People
4 people 7 People 3 People

In 2015, we established IHS Property Management (PM) to take responsibility for the daily operation of
our funds’ rental properties. This was not done exclusively as a profit venture, but because we
understand that no one manages assets as well as those that own them. IHS PM manages the costs and
quality of service toa much higherstandard than an external organisations have done in our experience.

Commitmentto Social Value
Our social purpose is enabling affordable housing for a substantial yet overlooked slice of the African

population, and producing these homes in away which supports the South African economy, and earns
our investors a socially responsible return on their investment.

Our developmentsimprovethe social and economicstrength of low-to-moderate income households in
a number of ways:

e Affordability — by increasing the supply of affordable homes. More affordable mortgage
payments or rent frees up capital for other uses such as food, health care, education, etc.
Greenhomes reduce costs of energy and water too. In South Africa, almost all those whose
income qualifies them for an IHS unit will be able to get a mortgage with affordable
repayments, and so we do not need to have a special finance facility/incentive to enable
discounted mortgages.

e Wealth creation —all IHS for-sale buyers have security of tenure through ownership —all
have clear title to their property bringing all the legal rights and benefits accorded by
ownership. This allows people to take their first steps toward wealth creation, and
ownership also brings a stronger sense of community.

e Entrepreneurship/SME opportunities —an economy’s prosperity is highly dependent on a
dynamic entrepreneurship sector. This is true across all stages of development.

________________________________________________________________________________________________________________|
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And social value is built into the way we interact with all our stakeholders, from how we treat our
employees, to those in our supply chain.

Affordable homes
We are not trying to be the cheapest provider of homes in our market, but trying to contribute to

solving the housing crisis by providing quality homes in very strong locations, close to good schools,
employment, transport, etc., and trying to make them green too.

‘Affordable’ reflects the percentage of units that qualify as affordable housing for sale and rent in SA
based on the current Financial Sector Charter guidelines; over 80% of our properties achieve this
definition by being affordable to those earning below R20,000 each month (i.e. R240,000 per year).

Average price of small home in Average price of IHS units in Difference (for comparable
SA (Housingreport, ABSA Bank)  Fund Il - Closed Deals as of 30 size)

June, 2016
R933,000 R500,000 46% cheaper

Monthlyincome neededto qualify Monthlyincome neededto South African average
for bond to buy units (based on qualify to rent units income (per month)

current mortgage rates/terms)

(Source: Stat SA)
R15,039 R16,666 R17,422

________________________________________________________________________________________________________________|
IHS IMPACT REPORT | JULY 2016 7



B,

International
Housing Solutions

Affordability in South Africa

Number of Households

0 500000 1000000 1500000 2000000

Annual Salary in Rands
>R 560,000 1078709
'R322,014 - R559,999 925523
| R168,014 - R322,013 1,640,447
Sveree | R112,014 - R168,013 1,219,011

annual

omes | R70,014 - R112,013 1,637,868
el RS50,414 - R70,013 1,231,512
R33,614 - R50,313 1,494,019
R22,414 - R33,613 752,621
R11,200-R22,413 | 169,408

<R11,200 [ 19,573

X

Source: Canback Global Income Distribution Database - 2014

TOTAL NUMBER OF URBAN HOUSEHOLDS = 10,172,992
IHS TARGET MARKET — R42,000 — 240,000 PER YEAR = 7,222,857 HOUSEHOLDS

Figure 3: IHS’ target market. This is another way of demonstrating that our properties are priced to be affordable to those on
low- to middle-income.

* For the purposes of the diagram, the South African average income per month figure has been extrapolated. (Monthly income
figure sourced from Stat SA; all other data in diagram is from Canback Global Income Distribution Database 2014.)

Green homes

‘Green homes’ are those which meet the IFC EDGE standard of 20% savingsin water and energy (carbon
and electricity) compared to atypical home of the same size; we aim not just to build the homes, but
also measure and market the savings extensively —to help customers understand the benefits and
create further demand for green housing in Africa. This is explored further throughout this report.

Communicating social and environmental impacts

________________________________________________________________________________________________________________|
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IHS has developed a number of ways to communicate with our stakeholders. We believe a strong

corporate governance structure ensures accountability and adherence to the strategy and mission of

IHS.

We communicate our social impact to stakeholdersin different ways. And to report this requires the use
of tools forthe on-going monitoring, measuring, analysis and reporting of our impacts (see information
on our Social and Environmental Management System in the Activities and Operations section). These
tools evidence our strong commitment to quantify our impact, as well as to use the information to
improve our processes and procedures when deemed appropriate. While section 5 provides full details
on how we engage the groups on our social purpose, here is a summary:

We issue extensive quarterly Investor Reports which include the progress and performance of
the investments and strategies of the funds. This is accompanied by a quarterly conference call
to address progress, challenges, issues, etc.

Quarterly ESG Monitoring Report for each closed project in IHS Fund Il; AGM/Advisory
Committee Meeting in South Africa with all investors and advisory committee members.

The Asset Managers of IHS regularly meet with the developers during the construction period;
and with property management team for rental.

We engage with communities as part of our developer’s pre-project planning process.

We meet generally weekly with the Green Building Council of South Africa as they certify our
green homes meet the EDGE standard.

We engage with our developers via quarterly written confirmation that they are still in
compliance with our ESG policies and procedures (part of our Social and Environmental
Management System).

Once we have occupants living in the Fund Il properties, we also plan to survey their
satisfaction, as well as supply them with water/energy consumption data.

(A€

Rob Wesselo, Managing Director
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2. SOCIAL PURPOSE AND CONTEXT

The challenge: Africa’s housing demand

Supplying homes

Africa will add 800 million people to its urban population between 2010 and 2050 (according to UN-
Habitat). That translates into hundreds of millions of homes. And while homes are being built, this is
being done at huge environmental cost, and not at a fast enough rate.

The supply of housing thatis affordable to the growing urban populationis woefullyinadequate, and the
crisesin housing supply are obvious; all forces need to be rallied to overcome these crises. The supply-
demand situationissimilaracrossall the countries we operate in. The graphis for Windhoek, Namibia, a
city with a very similar macroeconomic climate to the other cities/countries in which we operate
(including cities in South Africa, where the majority of our units are built).

30000

25000 /
/ - Housing Backlog
20000

/ - Demand
15000
/ - Supply
10000 /

5000

D 1 T T T T T T T T T T
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: Bank of Namibia, Namibian Statistics Agency, IMF Calculation

Figure 4: Housing supply, demand and backlog in Windhoek, Namibia

If these people aren't living in energy-efficient housing, this growth will be a disaster for the global
climate. Right now, there is almost no demand for green housing in the affordable market, because
people aren'taware of the benefits and assume they are unaffordable. And since there is no demand,
there is no supply.

________________________________________________________________________________________________________________|
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Green homes are not beingbuiltinthe affordable market because:
e Thereislimited demand due to unclear benefits and perception of high costs.
e Private finance is waitinguntildemandis proven.
e (Catalyticand commercial investors haven’tjoined forces.
e No large scale demonstration projects.

The housing backlog in South Africa is 2.3 million units, with only about 100,000 units built
each year.

Thisis Africa’s one time opportunity to focus the buildingboom on developing sustainable homes fit for
the future. And, considering over 18% of global electricity is used for heating, cooling and lighting
homes, these new homes need to be much more energy efficient than has been the case to date.

IHS Fund Il's mandate is to create a market - both supply and demand - for affordable green houses in
Africa. Throughits prior Funds, IHS has delivered about 18,000 affordable homes and it aims to double
that using the current Fund.

Impacting positively on the environment

The provision of green units
increases affordability, as low

SOUTH 0 income households typically pay
AFRICA over15% of theirdisposable income
IS IN THE on utility bills.
1P 0

OF GLOBAL CO02 When we talk about ‘green homes’,
CONSUMER STATES we are talking about those which

- UN STATISTICS OF PEOPLE achieve the IFCEDGE green building

IN AFRICA certification, i.e. they mustachieve
WILL BE minimum of 20% savings in water,
LIVING energy and embedded energyin

IN CITIES materials compared tothe average
?Yuﬁllﬁ.'i home in South Africa.

STATISTICS

Figure 5: Infographic from the Green Building Council of South Africa
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Projected savings for IHS green Total projected savings for IHS green homes
homes (per home per year) (5,060 homes)

Water (kL) 55 278,300

Electricity 1320 6,679,000

(kwh)

Cc0o2 1.2 6,178

emissions (t)

Due to time constraints, we have been unable to obtain reliable water/energy consumption figures for
the average South African household, for comparison with that of an IHS green home. In next year’s
report, we aim to do thorough analysis and be able to report this comparison.

Green homes provide an opportunity tosignificantly reduce waterand energy usage, at a relatively low
marginal cost, with the ability to reduce their consumption of energy to less than half of what a
conventional building does, at relatively little cost.

Energy efficient improvements reduce the long-term operating costs of subsidised multi-family
buildings. This helps to stabilise the portfolios of affordable housing providers, preserve the affordable
rental housing stock, and protect tenants from instability.

The potential of channelling investments into housing, such as ours, provides the double benefit of
reducing energy consumption and contributing to employment in the construction industry. In the UK,
the Federation of ALMOs (NFA), in their joint submission to the Comprehensive Spending Review,
provide some useful analysis and strong evidence of the positive economic outcomes generated from
investment in housing, including:

e supporting economic recovery

e supporting strong and stable families and ending child poverty

e improving health outcomes

e driving up the competitiveness and productivity of an economy

¢ raising educational achievement

¢ reducing crime and anti-social behaviour

¢ helpingtocreate a greenerfuture by tackling carbon emissions and supporting the creation of

green jobs.

The targeted committed equity of R2 billion for South Africa and $85 million for Sub-Saharan Africa will
mobilise private and publicsector financing forenvironmentally sustainable, affordable housing for sale
and rent in target countries. The Fund has the unique ability to shape resilient cities of the future by
influencing the design (green aspects) and growth plan, which can support sustainable urbanisation
through:

e Watersupply

e Reduced strain on current electricity grids

e Roads

e Schools, hospitals, transportation.
I ———
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Size of the opportunity in South Africa and target countries

The good news is that the private sector can be encouraged to resolve parts of the housing crisis
described above. However, for the private sector to operate efficiently in the construction of housing,
there needs to be a robust mortgage market; and for there to be robust mortgage markets, lenders

need to know there is stock for their customers to purchase.

Many countries are locked into this negative cycle where the only functional housing market is at the
high end, leaving government with the need to support all other households — even those who can
afford to pay for housing — or face the burgeoning of informal housing. It is IHS’s position that by
providing affordable homes to households that can afford to pay for their housing, it relieves
government to spend effort and money on supporting the poorest households.

There is much opportunity in Africa because:

* Six of the thirteen fastest growing economies in the world are in Africa (World Bank Global

Economic Prospects).

* Economic growth creates a fast-expanding customer base who can afford to pay for housing —
the graph below shows the growth in number of adults in South Africa by income group:

B Subsidy/Informal M Affordable Housing B Upper-Income Housing

2,029,000

1,695,000

9,185,000
5,755,000

23,206,000 22,805,000

2005 2010

2,279,748

11,334,754 -

23,600,815

2013

IHS target
market — at
least11.3
million people
in SA are likely
to be able to
afford our units,
as well as some
portion of the
23.6 million
people on

lowerincomes.

IHS IMPACT REPORT | JULY 2016
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Using the Centre for Affordable Housing Finance in Africa’s 2015 Yearbook (dated October 2015) and
otherdata, the followingtable below reflects the current housing backlogsin selected countries:

Country Affordable Housing Need  Annual Delivery Outcome
South Africa 610,000 units in our 40,000 units across all Net need growing
market segment alone segments

Ghana 2 million units 50,000 units Net need growing

Botswana 29,000 homes over 7 years 378 homes in latest year Net need growing
recorded

Mauritius 20,000 units About 500 units Net need growing

Namibia 100,000 units Low — plenty of plansbut  Net need growing
low delivery

Figure 6: Housing backlogs in Sub-Saharan countries (Source: African Housing Finance Yearbook 2015)

~

s Urbanisation

* Population growth

e Shrinking household size
® Rising incomes

* Clear Title system

* Mortgage availability

¢ Construction finance availability
Key e Equity investor

Enablers: e Competent developers Y,

At 32% of household expenditure, housing, water, electricity, gas and other fuels is by far the largest
expenditure group for South African households (according to Statistics South Africa’s most recent
reportin 2010/11). Between 2008 and 2014, electricity prices have risen by more than 170%. And there
are a number of signs that this is set to increase further still (e.g. in an attempt to recover rising
operating costs, the National Energy Regulator of SA (NERSA) for 2015/16 has approved a 12.69% tariff
increase).

________________________________________________________________________________________________________________|
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And this is also against the backdrop that ESKOM, South Africa’s electricity public utility, is already
unable to meet electricity demand today, with population growth and lifestyle changes, let alone in
future.

The same prognosis can be given to future water supply, as South Africa is already battling with severe

water shortages. Given the circumstances, overall utility bills are expected to further increase and
exacerbate the burden on particularly lower income households.

How we achieve impact

b

International =
Housing Solutions » Fund delivers
. . save money
(IHS) raises green housing o
on utilities

Housing Fund

S

Demand for green
homes increases &
developers respond

to the demand

IHS measures
and publicizes
the benefits

The mission of the IHS Fundisto investin the development of affordable housing unitsin Africa that
have an explicit positive impact on the environment. Our key goals are to:

e Mobilise private and publicsector financing for environmentally sustainable green housing for
saleand forrent inour target countries

e Createjobs

e Provide quantifiable savingsin electricity, waterand CO2 consumption forgreen units, and use
these as a catalystfor furthergreen building

e Improve transparency of environmentally sustainablefinance outcomes

e Regularlyreportonperformance and progress of underlyinginvestments

The specificcompetencies of our organisation, and the people that make it, serve as the foundation for
our ability to deliver on these goals:

e Atrack record of successful housing investments in South Africa
e Relationships with strong local partners and access to deal flow
|
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e Relationships with the major financial institutions operating in the target countries

e A focus on housing and a deep understanding of housing demand in the lower and middle -
income segments of the housing market of the target countries

e Expertiseinstructuringand managing housing developmentjoint ventures in market segments
where institutional investors often lack experience

e Well established and highly skilled team based in Johannesburg, South Africa, with proven
execution capability

e Discipline in underwriting markets and credit risks

e Long-term fiduciary management of institutional investments in workforce housing

e Adeep knowledge of the region

e Aculture of service, innovation and integrity

Our rigorous procedures give us oversight on how our projects are performing against our key social and
environmental objectives, ensuring we know the extent to which our social purpose is being fulfilled.

________________________________________________________________________________________________________________|
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3. WHO BENEFITS?

How we measure this

Beneficiary
Shareholders
and investors
of the Fund

Employees
(IHS
indirectly)

and

How they benefit

By taking part in the generation of
quantifiable social and/or
environmental impact, with the
potential for attractive risk-adjusted
returns on their investment.

Creation of jobs for a significant
number of people in countries
where investments are made —both
direct and indirect.

Direct job creation: IHS and IHS
Property Management.

Indirect job creation: through
development of units for sale, and
operation and management of rental
units. For the latter, these jobs are
permanent roles for ongoing
maintenance of rental properties
(e.g. managers, maintenance staff,
gardeners, etc.).

IHS IMPACT REPORT | JULY 2016

We have 9 investors, with an average projected
return of 20-22% prior to taxes for Fund Il.

We have notbeen able to compare this return to
competingfunds, asthe only othersimilarfundin
South Africa does not post any details on their
returns.

Direct:

31 people are employed by IHS, and there are 112
IHS property management staff.

We employ a diverse workforce, including 109
(76%) who are “previously disadvantaged” (i.e.
from black and minority ethniccommunities).

IHS spent R165 k on training in 2015, and R153 K
(93%) was provided to previously disadvantaged
employees.

IHS has Level 6 BEE certification (Broad-based
Black EconomicEmpowerment). Thisis aninitiative
launched by the South African Government, to
address the restrictions that exist within the
country for Black individuals to participate fairly in
the economy.

Indirect:

Through developmentand rental, we indirectly
create or maintain employmentfor 853 people;
82% are previously disadvantaged.

IHS provides benefits to the rental staff (16
people) astheyare employed by IHS Property
Management.

We also estimate jobsin perpetuity overthe 10
yearlife of the Fund:
e Forconstruction and development, we
estimate 50,000 person years of

18
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Developers

Local financial
institutions

The biggest constraint faced by
developers of affordable and/or
green housing is a lack of equity.
Through this fund, developers can
implement housing projects that
would be impossible without it.

IHS also brings an institutional-level
ESG focus that enables developers to
learn and implement a higher
standard of operation.

As a knock-on impact of IHS funding,
the Developers are able to
employ/sub-contract to other
organisations, also creating jobs.

Also, our green homes enable the
exploration of alternative green
technologies, which Developers may
struggle to get exposure to if not
involved in our projects.

We create opportunities for banks to
finance projectleveldebt, as well as
to provide mortgage loans to home
buyers.

IHS IMPACT REPORT | JULY 2016

employment.

* Forrental, we estimate 53,000 person
years of employment overthe life of the
fund

* ...Meaningwe estimate 100,000 person
years of employment will be created over
the life of the fund.

We work with 20 Developers, many of whom we
choose to work with repeatedly.

These Developers employ a combined total of
about 2,000 people, but additionally employ a
much larger number of sub-contractors during the
construction phase of the projects. Approximately
70% of the workers on our development
(construction) projects are sub-contractors.

Each quarter, developers have to supply written
confirmation that they are in accordance with our
environmental and social policies.

We carry out quarterly audits of projects during
the construction phase to confirm projects comply
with our social and environmental policy and
Environmental Management Plan. It is the
developers’ role to procure materials and supplies
in accordance with this governance.

JV partners provide a wide range of training to
theirstaff, particularly to unskilled labour; we aim
to obtain metrics on this going forwardin our
interviews.

The fund’s committed equity is leveraged by 2-3
timesinthe overall project costs which includes all
the construction materials, green building
technologies, professional services.

We believe that a majority of the home buyers
take out a mortgage.

We will track and report on the amount of project
level debt foreachinvestment.
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Peopleinthe
communities

People living
in the units —
both owners
and tenants

Communities benefit from the
creation of much-needed affordable
housing and associated facilities.

The building of homes (and
maintenance of rental units) also
creates significant economic
impacts, including increasing local
purchasing power, creatingjobs, and
adding new tax revenues.

Alongside affordable places to live,
our developments enable people to
feel safe, and access schools, places
for recreation, health facilities and
places to worship. All of this is what
makes a liveable community.

As well, as an estimated 15% of
income goes to paying utilities, the
occupants of green homes also
benefit from reduced consumption,
ultimately saving them money.

We will attempt to gather more information on the
details of mortgages being originated on IHS units
that are sold.

R1.5bn (81%) of our first fund’sinvestmentsare in
low income areas.

An average of 85% of the workforce is local to
each project.

80% of units meet Financial Sector Charter (low
income) requirements in South Africa.

Our Fund | homes accommodate around 65,000
people (assuming4people perunit). Aswe are just
taking delivery of ourfirst Fund Il properties, we do
not yet have occupants there.

The average price of IHS units in Fund Il will be
R720,000, 30% cheaper than the South African
average for a house of the same size. (The current
average price of closed deal IHS units is
significantly below this, at R500,000, 46% cheaper
than the average South African house of a similar
size.)

Secure access is essential in South Africa, and we
focus strongly on this in addition to providing
recreational outdoor space and other amenities.

We strategically situate our developments close to
areas of employment and in proximity to shopping
and transport.

All of our projects are within 10 Km of schools
All of our projects are within 15km of healthcare
facilities

In a University of Cape Town survey of Fund |
residents, the overwhelming majority (72%) felt
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Environment | In our greenhomes, the benefit will
be 20% reductions in water and
energy use (electricity and energy
embodied in building materials)
compared to other homes of a
similar size.

theirlives had improved. We will survey Fund Il
occupants when units are occupied.

Once units are occupied, we plan to provide
information on the benchmark usage of water and
electricity to consumers, sothey can see how their
consumption compares with other people in the
project.

At least 5,060 homes will be IFC EDGE-certified
green homes (around 25% of the homes we will
build in Fund I1).

These homes have to show a projected 20%
savings across water and energy (electricity and
energy embodied in building materials), before we
will release the money for the project.

We will generate baselines for measurement of
water and energy use through the IFC EDGE tool.

Once all 5,060 green units are built, we expect a
total of:

e Water savings of 278,300 kl per year

e Electricity savings of 6,679,000 kWh per
year

e (CO2savings of 6,178 t/per year

We will report actual savings calculated for water
and energy foreach green project (per unit,
annually, overlife of project).

IHS IMPACT REPORT | JULY 2016
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4. ACTIVITIES AND OPERATIONS

We have a numberof inputs which are enablers of us delivering the affordable, green housing thatis our

social purpose:

e Committed fund equity of R 2bn for SA, and $85mn for Sub-Saharan Africa from credible
investors fromadiverse, reputable group of LPs (pension funds, DFIs, Impact Investors)

* Strong managementteam, averagingover 25 years’ experience, and have been togetherfor 5+

years.

* Experienced widerteam with diverse backgrounds and skills: legal, finance, banking, accounting,
property management, asset management, ESG

*  Successful trackrecordin predecessorfunds

* Strongfinancial sectorandlegal/regulatory framework in target countries for affordable housing

Activities

These inputs enable usto deliver oursocial purpose by completing the following activities. We have

chosento putthe spotlight on some of the processes we use.

Beneficiaries

Investors

People living
in units,
developers

Environment,
people living
in units

Communities

Local financial

institutions

Activity

Risk
mitigation

Creating
affordable
housing

Creating
green
housing

Maintaining
rented
units

Sellingon
units

IHS IMPACT REPORT | JULY 2016

Processes

Strong due diligence, covering market, planning, design,
environmental, developertrack record, operating costs. See
‘Spotlight on risk mitigation: SEMS’ below.

Work with a strong group of developers, whom we have
selected based on our previous experience with them.

80% of wood used is FSC-certified
Develop green housing. See ‘Spotlight on greenhomes’ below.

Using the IFC EGDE tool.

Affiliated property management by IHS Property Management
ensures strong focus on standards.

The construction and mortgage debtis funded by local banks
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Outcomes for Fund I
The expected outputs from the above mentioned inputs/activities clearly demonstratethe link between
the Fund investments and the targeted social/environmental outcomes, including:

e Projected IRR of around 20% for commercial investors
e Development of an estimated 22,256 units which fit affordability criteria

] M E Improwve the lives
22,256 units of Crgatbe szj?ﬂj‘per?‘ﬂn yea;s — | - of occupants by
affordable housing ' ofJ o “:W" evelopmen providing
built for sale and rent projects ; offordoble,

energy-efficient,
Create 323 permanent jobs IIS_E':“”? places to
(12,920 person years) with \ e

rental projects .#
”

e Developmentof at least 5,060 affordable green units. The 5,060 units will

achieve:
5,080 Green Homes
CO: emissions J_I_
Electricity savings: szvll r;ﬁ‘{': Water savings: |‘~||-.:.,I Household cost savings:
kWhfyear thyear 278,300 ki/year Al 1116961 UsD/year

e |HS established as a leader in the innovative use of private equity to lead
change to greener housing

e Education to ensure consumers are maximising the green technologies
effectively

There are also a number of longer term positive outcomes expected. Many of the jobs created by the
Fund will be in perpetuity (rental enterprises, home improvements, etc.). The green units are likely to
generate higherresalevalues due to the improved affordability. Moreover, this investment opportunity
can be a catalystfor banks to targetthe green building market with new products, and there is a strong
potential for capital market development (securitisation, covered bonds, etc.) backed by green assets as
ishappeningin some markets now. We are confident that the expertiseand experience of our |HS team
gualifies us to lead the direction of our activities and investments, and be agile in our marketplace.

________________________________________________________________________________________________________________|
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Spotlightonrisk mitigation: SEMS
To make responsible investment decisions, IHS has adopted a structured approach to managing

environmental, socialand governance (ESG) risks and opportunities, alongside traditional financial and
business performance considerations. We call this approach our Social and Environmental Management
System (SEMS), and we quantify and communicate this information periodically. This will be updated as
needed, but at least on an annual basis.

Incorporating ESG criteriainto our investment decisions promotes growth that is socially incl usive and
environmentally sustainable. These criteria are a powerful tool for identifying risks, reducing
development costs and improving project sustainability, thus benefitting affected communities and
helping to preserve the environment.

The SEMS was designed with an overarching view to meeting the expectations and requirements of
various investors or Limited Partners (LPs) (including but not limited to DFIs, pension funds, private
institutions, impactinvestors, foundations,and universities). The basis forthis policy is the International
Finance Corporation’s Performance Standards on Social and Environmental Sustainability (IFC
Performance Standards) and the associated World/Bank IFC Environmental, Health and Safety (EHS)
Guidelines. Also used are the UN Principles for Responsible Investment.

In addition to meeting LP requirements, IHS is convinced of the strong business case for SEMS; a
comprehensive plan and policy will support sound business decisions and contribute positively to the
risk-adjusted returns of its investments by:

e Ensuring business integrity for IHS and its investments

e Supportingstrongrisk managementthrough its governance, due diligence assessments and
ongoing monitoring and reporting

e Bringinginnovation and new technologies to the markets in which it operates

e Creating cost savings in environmental or energy efficiencies, and potentially also from
better employee relations

e Providing competitive advantage in the marketplace

The SEMS was tailored specifically to the asset class and specific funds that are managed by IHS, which
are focused on affordable green housing. These procedures and policies are based on investments in
real estate transactions; we do not make investments in companies. In order for such a policy to be
relevant, it must also be pragmatic and cost effective. As this is a dynamic and changing environment,
IHS will continuously review and amend its SEMS plan and will update its policies and manual as
necessary.

The rigor of the SEMS and rigorous underwriting processis demonstrated in that we have reviewed over
800 investments and selected just 49.
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Spotlight on green homes

The process by which we develop green homes

EDGE, an acronym for Excellencein Design for Greater Efficiencies, is an innovation of the Internatio nal
Finance Corporation (IFC) and has been brought to South Africa in a ground breaking partnership with
the Green Building Council South Africa and supported by IHS.

To achieve the EDGE standard, buildings must achieve minimum savings of 20% energy, water and
embodied energy in materials compared to the average home of a comparable size. This involves using
technologies such as solar hot water, low-flow faucets, LEDs, etc.

IHS was the pioneerin using the EDGE tool forresidential, affordable housingin South Africa and closed
the firstresidentialreal estate transaction using thistechnology. Please see details of this case study at
the end of this section; we will endeavourto develop more case studies as the number of green projects
grows.

How EDGE works (continued overleaf):

The EDGE certification process consists of two stages:

Design (Preliminary) As Built (EDGE)

Certification — when detsils of
the project are entered into the
EDGE software and green options
are selected. The project must
reach the EDGE standard of a 20%
improvement in energy, water,
and embodied energy in matenals
as measured against current
standard building regulations. When
achieved, the project is registerad
for certification.

IHS IMPACT REPORT | JULY 2016

Certification — during the
certrfication process, documentation
= submitted by the client and
reviewed by EDGE-trained auditors
at the design and construction
stages, this includes a site audit.
Projects that meet the EDGE
standard receive a certificate
confirming predicted performance.
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How EDGE works (continued):

THE EDGE CERTIFICATION PROCESS:
1. DESIGN

Enter your building parameters
and choose technical solutions to
view the advantages of building
green. Create an account and begin
designing within minutes.

2. ACHIEVE

Reach the EDGE standard when 20%
efficiency is met in energy, water,
and embodied energy in matenals.
EDGE calculates your utility savings
and reduced carbon footprint.

3. CERTIFY

For a small investment, obtain
EDGE certification and increase
the marketability of your building
project.

¢
=
[
=
=]
g
[~
%
J

Figure 7: Diagram from Green Building Council of South Africa’s brochure on the EDGE tool

Managing, measuring and reporting on the performance of green homes
We are looking forward to beginning tracking the environmental performance of our Fund Il green

homes (as we are just taking delivery of ourfirst phases, we do not yet have consumption data). A third
party providerwill collectand calculate the data, and then IHS will analyse it using the system we have
already developed. For example, the system will use the monthly consumption data collected, and
compare this to the baseline for a comparable home, and then calculate the estimated savings in
money, electricity, and water usage (per time period).
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Outcomes

These greenhomes will enablesavings for people living in the units. At present, approximately 25% of
the Fund is projected to be invested into green housing (5,060 units in a total of 22,000 Fund Il units
produced; all green units are in South Africa). This percentage is alighed to the ambitions of current
investors, and we aim to increase the proportion of green housing as far as new commitments of
investor capital allow in the future. Through our SSX membership, we are hopeful we can increase this
figure and increase its green impact.

Case study: Ravenswood’s green homes (continued overleaf):

The Ravenswood development is a green project, which consists of 188 sectional title 2 bed units. The site is
situated on Trichardts Road in Ravenswood, Boksburg, Ekurhuleni, Gauteng Province, South Africa. The siteis a
centrally located, has an infill site with easy access to the N12, the R21, OR Tambo International Airport,
Boksburg and Benoni. There are a range of amenities within a 5 km radius, including:

e The East Rand Mall

e Alargevariety of value, as well as automobile, related retail, and various primary and high schools.

e The development of a hospital is planned on the corner of Rondebult and Ravenswood roads.
IHS is currently invested in the immediate area (Jackalberry Close project - 252 units). The Ravenswood
development will be a secure, sectional titlecomplex with adequate parkingand amenities,such as a clubhouse,
pool and open green areas. The apartments will consist of 2 and 3 storey walk-ups, and will be finished to a
higher specification than Jackalberry Close.
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Case study (continued):

Project Summary

PurchasePrice R107m (Incl. VAT)
Equity Contribution R38.5m
Delivery Date July 2016
Number of Units 188 Units
Developer RPP Developments (Construction:Dalmar)
Expected IRR 19.4% (green)
Expected Multiple 2.4 (green)
IC Approval date 2 October 2014

K I . 33% Higher Roof insulation; reduced window to wall ratio; solar hot water collectors; and

'q,"c' Energy Efficiency smart meters.

32% Higher
‘ Low-flow showerheads; low-flow faucets; and dual-flush water closets.

QD Water Efficiency
56% Less

) Solid dense concrete blocks for internal and walls; corrugated zinc sheets for
Embodied Energy

roofs; and precast RC planks and joist system for floor slabs.
_— in Materials P P J ¥

Total project results

Savings (ZAR/Year/188 units) 587 462
mEnergy (KwH/Year) 249 288
mWater (KI/Year) 10340
mEmbodied Energy (MJ) 22 033 929

________________________________________________________________________________________________________________|
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5. STAKEHOLDERS

As an investment manager of private equity funds focused solely on the provision of affordable housing
in Africa, IHS has relatively few stakeholders who have a direct interest in our business activities. We
have identified the below groups, along with some of our wider stakeholders too.

IHS’s Stakeholder Universe

Communities People living in the units

IH5 Property Management
Trade associations and DFIs
Professional service providers
Industry peers

Developers

Shareholders Investors

Primary stakeholder Description and how we engage
groups

Shareholders e Chairmanofthe Boardis designated to receive any communications
from stockholders that are directed to the Board.

e The Governance Committee is responsible foridentifying, screening
and recommending candidates to the Board for Board membership.
This group meets notless than twice as year, and as matters arise.

o The Board are engaged via meetings atleastthree timesayear, and
any Director can suggestitemsforinclusion, and welcome senior

________________________________________________________________________________________________________________|
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managementto attend.

e Independentdirectors will meetin executive sessions atleasttwice a
year

e Pleaseseesection5.1formore detail on our extensive shareholder
governance and communications

Investors e Theultimate financial enablers of affordable housingin Africato help
address the continent’s housing crisis. Regularinvestor (and advisory
committee) disclosureis a central mechanism by which we ensure we
remainontrack to deliver ourimpacts.

e Throughouttheirinvestment, we issue them quarterly progress
reports covering economic, social and environmental metrics, and
they have the opportunity to respond to the findings during the
associated quarterly calls.

IHS Property e Thisteam supply property management services forthe rental
Management (PM) properties owned by the funds.

e Inthenextyear, we will also engage with IHS PMemployees with
regard to the DFI-funded training/education program we are
developing with the Green Building Council of South Africa. This will
enable the property management team to educate the consumers
better on how to make the most of theirgreen homes.

IHS employees The board:

o Seeksmembersfromdiverse professional and personal backgrounds
who combine a broad spectrum of experience and expertise with a
reputation forintegrity.

WiderIHS employees:

e We engage with ourwhole team viaa monthly staff meeting
(includingone annually led by the Executive Chairman), and more
frequently for specificdepartments.

Widerstakeholder Have animportantindirect interest and are of critical supportto our
groups: operations

Trade Associations e Most significantly, thisincludes Green Building Council of South Africa
and Development inthe development and expansion of ourgreen units. We meet with
Finance Institutions them at least once each week asthey certify ourgreen homes meet
(DFls) the EDGE certification, and we discuss building design with them.
Developers e We partnerwith respected developers toincrease access for

individuals and families to high quality affordable homes, creating

________________________________________________________________________________________________________________|
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a significantand positive social, environmental and economicimpact.

e We engage via quarterly written confirmation from developer
partners/property managers thatthey are still in compliance with key
ESG policies and procedures, as detailed inthe IHS Social and
Environmental Management Systemin place.

e We also carry out face-to-face interviews with full time and contract
staff to ensure compliance with developers’ worker policies and
health & safety standards.

e We will also engage developers through the extensive
training/education program we are developing with the Green
Building Council of South Africa, on how to maximise green
technologiesin the design and construction of units. This training will
be in place by the end of 2016.

e We will carry out an annual survey (by our ESG Officer) which will
include talking directly to construction workers (full time and contract
staff) to validate the developer’s compliance with the key ESG policies
(grievance mechanism, hours, pay, protection equipment provided,
etc.).

e We have Corporate Social Responsibility initiatives to support
entrepreneurship, education, training, etc. to give a number of people
potential job opportunities.

Professional service e Acrossthe fundsthat we manage, we cooperate closely with legal
providers, e. g. advisors, auditors, consultants and fund administration firms, both in
external lawyers, fund set-upandinon-goingoperations. We viewclose interaction
accounting firms, with these firms as key to strong quality controls.

consultants, and

fund administration

firms

Industry peers e We have veryfew competitors, but maintain close contact with firms
operatingin ourindustry, such as banks, REITS, contractors, etc.
Communicating with these organisations enables us to remain
competitive, and we are open to future best practice-sharing
opportunities as they arise.

Communities e We engage with communities mainly through the Developers. There

are South African regulationsin place requiring community
participationinthe up-front planning process before adevelopment
can begin construction. Itis also part of the municipalityapproval
needed beforeaprojectcan start.

e The Environmental Management Plan and Health & Safety
Specifications foreach projectare monitored by the Environmental

________________________________________________________________________________________________________________|
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Officer of the developer, and community issues are a part of those
documents.

People livingin units o We will collect periodicfeedback from occupants of units to gain

social and economicinformation, determinelevel of satisfaction with
housing, qualifyimpact on health and education, and provide
feedback to managementthat can be incorporated into corporate
strategies/processes going forward. (In a University of Cape Town
survey of IHS residents in Fund | units, the overwhelming majority
(72%) felttheirlives had improved.)

e We willalso engage those occupantsin green homes by reporting
data of theiractual waterand energy usage, to allow consumers to
adjusttheirbehaviourin regards to consumption.

e Consumerswill also be engaged by the DFI-funded training/education
program we are developing with the Green Building Council of South
Africa, to help them maximise the green technologies they have in
theirhomes to obtain the highest savings. This training will be in place
by the end of 2016.

Spotlight on investor engagement
We interact with our direct primary stakeholder group as below:

1 Extensive Quarterly Investor Report which includes the progress and performance of the
investments and strategies of the funds:

e Fundfinancial statements (unaudited)

e (Capital call and distribution history

e Realiseddealsandreturnstodate

o Assetlevel review, includingan overview of each investment, financial summary, social
impactindicators, and performance metrics specificto each investmenttype Pipeline of
deals

e Review of macroeconomicand microeconomicfactors specifictothe regionsinwhich
the Fundinvests

2. Quarterly conference call with investors and Advisory Committee to go through the Quarterly
InvestorReportand address progress, challenges, issues, etc.

3. Quarterly ESG Monitoring Report for each active projectin IHS Fund Il. The key purposes of this
report are:
¢ Review and confirmation that key policies and procedures as described in the latest IHS
Social & Environmental Management System (SEMS) Plan and Policy Manual are being
adhered to
e  Ensure that key information provided in Social and Environmental Due Diligence Report
(SEDD) is still accurate
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e  Provide quantitative data and information that will be reported to LPs of IHS Fund Il as
agreed

e  Provide usefulinformation on quantifying the impact of the Fund for use on our website
as well as other internal and external communications

For each closed project, this ESG monitoring report includes information on:

e the numberof units (including type of projectand whetherthey are green units)

e |ocationof project, projected sales and rental prices

e income neededto qualify torentor ownthe units (affordability gauge)

e Projectedsavingsinelectricity, waterand CO2for each home —and thenrevisitand provide
actual figures once the units are constructed and occupied

e ProjectedIRRs at projectandfundlevel

e Employmentcreated

e Renewed quarterly written confirmation from developer partners/property managers that
theyare still in compliance with key ESG policies and procedures as detailed in the IHS Social
and Environmental Management Systemin place.

e Statusof any remedial corrective actions being monitored, until they are resolved. Theseare
actions which come out of the Social and Environmental Due Diligence Report (SEDD)
completed foreach project, beforeitis closed. The ESG Officer must sign off before being
finalised.

4. Annual Audited Financial Statements for the Fund

5. Annual AGM/Advisory Committee Meetingin South Africawith all investors and advisory
committee members.

6. Adherencetothe Social and Environmental Management System Framework and Policy
Manual. This will be updated as needed, but atleast on an annual basis.

________________________________________________________________________________________________________________|
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6. EVIDENCING SOCIAL VALUE

Based on the opportunities outlined in the report, IHS is confident that it can identify and close the
number of environmentally sustainable affordable housing projects with the explicit expectation of

measurable positive social and environmental impacts.

Here are the projected key targets of the fund:

Stakeholder/b Outcome

eneficiary
group

Indicator (for
FundIl)

Result
Achieved so
far

Target
(cumulative
outcome target
for life of Fund I,
2024)

Investors Socially and environmentally % IRR N/a Remain around
responsible return oninvestment. 20%
IHS Property Creation of jobs (management, Permanentjobs | 15 323
Management | leasing, accounting, maintenance, created
(PM) gardening, cleaningand security),
regardless of ethnicity.
Communities | Developerpartners create a Cumulative 837 27,703
significant number of job with the number of staff
development of the units employedin
(management, professional, construction
technical and unskilled). (numberof
years of jobs
created during
construction of
units)
Peopleliving | Low to middleincome families are Number of 1630 16,488 for-sale
in units able to rent/buyahome. homes built(for | committed units
sale and rent)
5,768 rental units
% properties
affordable to 80% Remain around
those earning 80%
below
R20,000per
month’
Environment | Support of a greener future by  Numberof 1150 5060 homes
measuring and reporting on the | greenhomes committed
'Based on the current Financial Sector Charter guidelines
IHS IMPACT REPORT | JULY 2016 35




International
Housing Solutions

actual savings in water and carbon
for all green units.

Pioneering and leading the change
to green affordable housingin South
Africa and possibly other target
countries.

Future plans

built (i.e.
meeting IFC
EDGE tool
certification)

Monetary
savings from
waterand
energy
efficiency

measures from

the baseline,
perunit/per
year

(23%
towards
greenhomes
target, and
72% of the
units builtso
far are
green)

Predicted Projected savings
savings = = R31,720 per
R3,172 per unit (over10
unit years).

With the additional capital IHS seeks to raise for the Fund, it would expectto be able to expand the
EDGE tool and greening of units both within and potentially outside of South Africa, and achieve the

indicatorsinthe table.

IHS IMPACT REPORT | JULY 2016
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7. OTHERISSUES: CHALLENGES POSED BY EXTERNALITIES

Below is a summary of some of the potential challenges we are aware of in delivering our social and
environmental impact goals:

e Our ability to raise the targeted amount of capital for the Fund in the requisite timeframe.

e Macroeconomic environment (i.e. interest rates, inflation, unemployment and slowdown in
consumer demand).

e Ability to source attractive debt financing at the project level.

e Availability and attractive terms of end-user finance (mortgage loans).

e Municipal approval process can be onerous.

o Adequate bulk services (electricity, water, sewage) to sustain the proposed developments.

e (Capacity and expertise of developer partners to complete projects on time and on budget.

e Supply chain operations, particularly in relation to pollution and worker conditions:

Pollution generated through the building of the units: IHS developments are driven by South
African building standards; these standards are high for an emerging market country. This
translates into each project that we carry out needing to have a rigorous environmental
management plan, and health and safety plan, put in place by the Developers, to ensure
pollution of all types is kept to a minimum. Through our Asset Management Team, we ensure
that we review the Developer’s activities regularly at steering meetings (e.g. weekly or monthly,
depending on the stage of the project).

Another possible negative externality is that of conditionsin oursupply chain, e.g. child or slave
labour. At the beginning of every project, we screen all our developers by asking them to
complete an Environmentaland Social Due Diligence Report; they mustthen confirm the report
content is still applicable quarterly thereafter.

For our social impact success, none of the above situations can deteriorate without significantly
affecting our ability to deliver our social and environmental impact in our target countries.

e Geographical influence on corporate governance

While we operate in Sub-Saharan Africa, we are underthe corporate governance of our US
shareholder, MMA Capital Management. As such, we are governed by theirrigorous US policies
and procedures, aswell as local laws in Africa. MMA’s management affects al |l areas of our
operations, including:

e How we make Board and management decisions (MMA’s Corporate Governance

Guidelines)
e How we auditour processes (viaour Audit Committee and their Charter);
e How we compensate (viathe Compensation Committeeand their Charter)
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e How we do business ethically (through our ‘Code of Ethics and Principles of Business
Integrity’). Below, we have focused specifically on ourapproach to anti-bribery and
corruption, and how this then feedsinto our overall compliance processes.

Spotlight on anti-bribery and corruption

IHS acknowledges that our geography requires usto have a rigorous approach to ensuring we do not
tolerate any bribery and corruption. As such, IHS has a comprehensive Anti-Bribery Programin place, as
outlined below; please note, as with all other governance mentioned above, IHSis underthe corporate
governance of MMA, and is governed by theirrigorous US policies and procedures, as well as local laws.

All excerpts beloware from ‘MMA Capital Management and International Housing Solutions FCPA/Anti-
Bribery Compliance Program document’. The full documentis available by request from IHS.

“I. Our policy

MMA Capital Management, LLC (“MMA”) and International Housing Solutions, S.ar.l. (“IHS”) are
committed to maintaining the highest level of professionaland ethical standards across all of our
business activity. The MMA/IHS FCPA/Anti-Bribery Compliance Program (the “Program”), reaffirms this
commitmentand applies to all MMA and IHS directors, officers, and employees (“Employees”), as well as
consultants, representatives, agents, brokers or other intermediaries (“Consultants”) acting on behalf of
MMA or IHS.

These standards can only be attained and maintained through the actions and conduct of all Employees
and Consultants of MMA and IHS. Itis the obligation of each Employee and Consultantto conduct
himself/herself ina mannerto ensure the maintenance of these standards.

MMA and IHS employees must also be mindfulthat they are subject to the Code of Ethics and Principles
of Business Integrity.

Compliance with the law does not comprise our entire ethical responsibility. We must protect our
reputation for honesty and integrity in all of our actions.

Il. The FCPA and other Anti-Bribery Laws

Corruption erodes confidence in the marketplace, undermines civil society and distorts economicand
social development. MMA and IHS are committed to conducting its activities free from the illegal
andimproperinfluence of bribery and to promoting anti-corruption awareness among our Employees,
Consultants, joint venture partners, and other business associates throughout the world.

Requirements of the Foreign Corrupt Practice Act

The Foreign Corrupt Practices Act of 1977, as amended (the “FCPA”), applies to U.S. persons and
companies, and to any stockholder, officer, director, employee, oragent acting on behalf of a U.S.
company. The FCPA also may apply to the actions taken by a U.S. company’s joint venture partners,
whereverthey are located.
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The FCPA anti-bribery provisions makeitillegal under U.S. law for subject companies and individuals to
utilize the “instrumentalities of U.S. commerce” — such as the mails, phonelines, or internet or to take
any action while within the United States, in furtherance of a payment or an offer, promise, or an
authorization to make a payment, or to provide anything of value, directly or indirectly to a non-U.S.
government official, political party or candidate to influence his or her official actions or to induce such
official to use his or her influence in order to assist the company to obtain or retain business, to direct
business to any person or to secure an improper advantage. The FCPA further prohibits knowingly
engaging in the prohibited conduct through a third party, such as a Consultant, jointventure partner, or
otherbusiness associate.

[.]

B. Other Anti-Bribery Laws

Many jurisdictions in which MMA and IHS do business have anti-bribery laws applicable to our activities
involving those jurisdictions (“Anti-Bribery Laws”). More broadly, allmember countries of the OECD have
agreedto abide by the OECD Convention on Combating Bribery of Foreign Government Officials in
International Business Transactions (the “OECD Convention”).

We are committed to compliance with Anti-Bribery Laws wherever we do business and require our
Employees or Consultants to understand and respect their legal obligations in this regard. Before
engaging in business in a new jurisdiction, to the extent MMA or IHS deems necessary, we will obtain a
legal opinion explaining the Anti-Bribery Laws of the jurisdiction and its application to MMA/IHS, its
Employees and Consultants.”

Our Anti-Bribery Program includes guidelines on business entertainment and gifts and clearly states that
‘although customs and practices may differacross the many jurisdictionsin which we operate, the
conduct of our Employees and Consultants must comply with both local restrictions and the terms of
this Program and are judged based on a global standard. Local custom is not a justification forviolations
of this Program.’

The Program clearly statesits applicability to all those associated with IHS:

e Employees must maintain ethical business practices; reportviolations; and sign an
Acknowledgment Statement annually to confirm compliance to the Program.

e Consultants must certify their willingness to comply, and all undergo adue diligence review
before working with IHS.

e JointVenture Partners and Business Associates similarly ‘must not pay, offer, promise, or
authorize the payment of money oranything of value, directly orindirectly, to any Government
Official, forthe purpose of influencing any act or decision of such Government Official in favor of
MMA/IHS, or inducing such Government Official to do or omitto do any act inviolation of hisor
its lawful duty in orderto obtain or retain business, direct business to any person, orto secure
an improperadvantage to MMA/IHS...". As with consultants, IHS carries out due diligence with
any party prior to enteringintoajointventure.
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This Anti-Bribery Programis supported by tight internal controls on accuracy of financial records, and
thereisa designated IHS Compliance Officerin South Africa, Maureen Komakech, who oversees the
program, responds to any internal/external inquiries, and investigates any potential violations. Severe
penalties may applytoanyindividual orcompanyfoundto bein violation with the Program orany anti-
bribery law.

How we ensure compliance throughout our activities (including construction planning and rental
portfolio)

In regards to our investments, compliance with environmental laws, health & safety regulations
(including workerrights) and anti-bribery and corruption standards is mandatory for all of our projects.
Internally, we obtain and review documentation pertaining to these areas, starting at the initial review
of the project, which continues until the project exits from the Fund. Whilst South Africa is an emerging
market, its regulations and codes in regards to planning, development and construction of residential
real estate are very comprehensive, and would compare to best practicesin many developed countries.
The regulations for anti-bribery/money-laundering are also very stringent for investments and rental
units. The key regulatory documents that form the foundation of these guidelines are:

1. National Building Regulations and Building Standards Act No. 103 of 1977 (as amended).

2. Republic of South Africa — Department of Labour — Occupational Health & Safety Act 1993 —
Construction Regulations, February 2014.

3. South African National Standard (SANS) 10400-XA:2011 — Construction Standards — Energy
Efficiency and Energy Uses in the Built Environment.

4. The Joint Building Contracts Committee (JBCC) — Principal Building Contract — Revised March
2014. This documents how developers must execute tenders and procurement, to ensure fair
and non-corrupt practices, as well as regulations on worker rights for full-time and contract
employees working on the sites. The document sets out clear, balanced and enforceable
procedures, rights and obligations which, when competently managed and administered,
protect the employer, contractor and subcontractors alike.

5. The Financial Intelligence Centre Act (38 of 2001) (the FICA), is the anti-bribery/money
launderinglegislation. Sections 21and 22 of FICA, and the Regulations thereto, require all South
African Financial Institutions to ensure that they have correct details forall of their customers by
establishing and verifying certain customer details. These sections of FICA, which directly relate
to our ability to close an investment transaction, have come to be known as Know-Your-
Customer, abbreviated to "KYC".KYC is considered to be the cornerstone in money-laundering
control. This means our developers and any tenants of our units will be required to provide us
with proof of identity, physical address and income tax number(s) (if issued) in order for us to
validate theirinformation, and other required documentation.

These and other documents are used throughout the life of the investment to ensure compliance, as
noted in the table overleaf.
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INITIAL ASSESSMENT

DUE DILIGENCE

ASSET MANAGEMENT

(PRE INVESTMENT COMMITTEE)

1.

Initial Assessment is provided to
potential developer partner,
and they must provide all the
documents and support
evidence required on that.

. Developer confirms that their

organisation and the project
conform to guidelines 1-4 (on
previous page).

Record of Decision (ROD) from
relevant municipality details the
approved land rights, usage,
and whether an Environmental
Impact Assessment (EIA) Report
is required.

Current planning status — must
have required environmental
approval from provincial
government and required
zoning approvals.

Technical Assessment Report is
prepared for projects that are
likely to move to the
Investment Committee, and are
reviewed and discussed by
Investment Committee.

1.

10.

(INVESTMENT COMMITTEE)
Various due diligence checklists
are provided to developer
(depending on type of project) for
provision of proper
documentation.

Obtain Environmental
Management Plan for project.
Obtain Health & Safety
Specifications for project.
Executed JBCC (guideline4 above).
Review of EIA Report and
supportingreports if requiredin
ROD.

Social and Environmental Due
Diligence (SEDD) Report completed
for project.

FICA documents obtained
(guideline5 above).

Grievance Mechanism Policy
obtained.

HR Policy Manual obtained.
Investment Committee Pack
prepared for each project detailing
compliancewith key areas
discussed here; Investment
Committee will reviewand
approve/declinethe project, with
minutes of the meeting prepared
for each project with any
Conditions Precedents for closing.

Our governance processes in practice:

1.

(UNTIL EXIT FROM THE FUND)
Steering Committee Meetings
held during construction period
to ensure on-going compliance
with guidelines 1-4 above.
Budget for projectis provided at
startof project, updated annually
and monitored in Steering
Committee meetings.

Quarterly ESG Monitoring Report
obtains confirmation from
developer that they arein
compliance with key
policies/procedures. Any
remedial action/correction noted
inthe SEDD is monitored and
reported on until resolved.
Application and other FICA
documents obtained for all
potential leases and approved by
leasingagents. Lease will be
signed by all tenants.

Rental payments are done
electronically;nocashis
accepted at the rental site.
Annual audited financial
statements required for all
projects.

At IHS, we are aware of one instance where our anti-bribery/money laundering due diligence has
uncovered negativeinformation. Five years ago, when researching a potential developer partner, we

uncovered allegations that they had previously bribed the gove rnmenttowin a tender. The allegations

were never proven, though we did not pursue the deal any further at that stage, due to the risks.
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For further information, please contact:

Tel: +27 (0)11 300 8600
Email: info@IHSInvestments.co.za

http://www.ihsinvestments.co.za/

Our office is located at: 54 Peter Place, Peter Place Office Park. Block G, Glassgow House,
Ground Floor, Bryanston, 2191, Gauteng, South Africa

IHS is a registered Financial Services Provider — Registration number 35579
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