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SUMMARY

The article describes development and implememtatidhe real estate mass valuation
system in the Republic of Slovenia. The main dgviorce at the political level for its
development was the need to reform the currentgrtgppaxation system. At the development
stage the main objective was to develop the mdsatian system based on the market value
for the property taxation. Later decision was teadep the multipurpose valuation system
that could be used for different kind of publickesnd needs. Within general real estate
valuation procedure Surveying and Mapping Authooityhe Republic of Slovenia performed
valuation model’s specification and calibratiomiany iterations, adjusted draft proposal of
the valuation models with municipalities in 2002 @axecuted trial value determination in
2010. Property owners were informed about trialigaletermination of their properties and
real estate data used for that. The final propoftide valuation models was prepared on the
basis of a study of property owners complains abtaltvalue determination according to the
mass valuation standards. The Government of thelRiepf Slovenia passed the regulation
on defining the 21 valuation models on the basiheffinal proposal. This is the final step in
the general real estate valuation procedure. Datgeaeralized market value could be used
from January 2012 for all regulated uses. According to the MReal Estate Valuation Act
Surveying and Mapping Authority of the RepublicSlévenia will check valuation models
and test their adequacy to the supply and dematitkireal estate market at least every four
years. In the mean time generalized market valuk&evadjusted to the situation on the real
estate market through valuation indexes, if thaiation will be higher than + 10 percent.
The mass valuation system is fully implementedlovénia and has been already used for the
social matters. The new property taxation law basethe new mass valuation system is still
waiting for the politicians.

POVZETEK

Clanek opisuje razvoj in uvedbo sistema mapéga vrednotenja nepremin v Republiki
Sloveniji. Potreba po reformi in posodobitvi obsteiga dag¥nega sistema je bila glavna
gonilna sila za zsetek razvoja sistema mnoénega vrednotenja nepretnin. Na zgetku je
bil razvoju osredotten na trzno ocenjevanje vrednosti neptenm. V zakljuni fazi razvoja
sistema pa je bil poudarek na zasnovinamenskega sistema mno#ga vrednotenja
nepreménin za razkéne javne in tudi zasebne namene. V postopku geregralvrednotenja
nepreménin je Geodetska uprava Republike Slovenije izvedtateracij opredelitve in
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umerjanja modelov vrednotenja nepreénim, da je pripravila osnutek predloga modelov
vrednotenja neprermin, ki je bil v letu 2009 usklajen s slovenskinémami. V letu 2010 je
bil na podlagi usklajenih modelov vrednotenja nepéain z olginami izveden poskusni
izracun vrednosti neprer@min. Lastniki neprengnin so bili obve&eni o poskusno iztanani
vrednosti nepreninin in podatkih o neprerinah, ki so bili pri tem uporabljeni. Koni
predlog modelov vrednotenja neprénin je bil oblikovan na podlagi upoStevanja pripomb
lastnikov neprendnin na poskusno izéanano vrednost nepreénin v skladu s predpisanimi
merili mnozenega vrednotenja nepramin. Uredba o dokatvi modelov vrednotenja
nepreménin, ki dolata 21 modelov vrednotenja neprémin, je zadnji izmed podzakonskih
predpisov Zakona o mnaziem vrednotenju nepretmin. S tem je sistem mn@hega
vrednotenja neprermin v Republiki Sloveniji vzpostavljen in uvedenolitev modelov
vrednotenja neprermin omogd@a zakljitek postopka generalnega vrednotenja neg@mi
in prvi pripis posploSene trzne vrednosti vsem aggpiminam, evidentiranim v registru
nepreménin. Podatke o posploSeni trzni vrednosti neptemi dolatene z mnoZinim
vrednotenjem neprekmin, se lahko uradno uporablja s 1. januarjem 20&8®adu s predpisi
na posameznem podja. V skladu z doldili Zakona o0 mnozinem vrednotenju nepretmin
bo Geodetska uprava Republike Slovenije najmarkikisaleta preverila modele vrednotenja
nepreménin in preizkusila ali ustrezajo ponudbi in povg@adnju na trgu neprefnin, ter jih
ustrezno spreminjala. V vmesnem obdobju bodo p&spi®trzne vrednosti nepremin
prilagojene dogajanjem na trgu neprénm prek indeksov vrednosti nepremin, ko bo
njihova sprememba ¥@ od £ 10 %. Sistem mnafiega vrednotenja neprenin je
vzpostavljen in vzdrzevan. Sprejem novega Zakodavicu na neprertéinine, ki dol@éa
posploSeno trzno vrednost neprénime kot da¥no osnovo, Séaka na odlditev politikov.
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Development and Implementation of the Real Estate ks Valuation
System in Slovenia

Martin SMODIS and Dusan MITROVI C, Slovenia

1. INTRODUCTION

Within the tax reforms in the late nineties the &wmment of the Republic of Slovenia
decided to develop the new tax base for the imgtgveperty tax system. At that time
Slovenian government and the World Bank were pregdhe financial construction for the
Real Estate Modernization Registration Projectlov&nia. So the new subproject with the
title “Development of Property Taxation and ValoatiSystems” was prepared to be
incorporated into that overall project. The projeatl been implementing from 2000 till 2005
by several responsible agencies. On the basieqgirthject results two laws were approved by
the Government of the Republic of Slovenia and gdas the Parliament, namely Real Estate
Recording Act and Real Property Mass Appraisal Atthe Surveying and Mapping
Authority of the Republic of Slovenia the Mass REatate Valuation Office was established
in 2007. Implementation phase of the mass valuaystem started with establishment of the
Sales Prices Register which has been develope®RedbEstate Market Register. Within
general real estate valuation procedure Surveyidgvapping Authority of the Republic of
Slovenia performed valuation model’s specifica@onl calibration in many iterations,
adjusted draft proposal of the valuation modelwmunicipalities in 2009 and executed trial
value determination in 2010. Property owners wefermed about trial value determination
of their properties and real estate data used#tdr The final proposal of the valuation models
was prepared on the basis of a study of propertyeosvcomplains about trial value
determination according to the mass valuation stated The Government of the Republic of
Slovenia passed the regulation on defining theddation models on the basis of that
proposal. The first general real estate valuatrmecgdure was finished with that. Market
value on the basis of mass valuation system wagrasg to all 6.5 million real estate
properties registered in the Real Estate Register.

2. DEVELOPMENT OF THE MASS VALUATION SYSTEM

Slovenian government issued the first draft propectation law already in 1996. At that time
experts and politicians at the Ministry of Finameeognized that the real property market is
still not developed enough to establish the maksatian system based on market values. The
property market was growing rapidly in late ninsti€herefore there were created conditions
for the start of mass valuation system developntampported with the World Bank loan real
estate mass valuation system development wast@dtia 2000 as the subproject of the Real
Estate Modernization Registration Project. MinigifyFinance was the leading institution at
the beginning stage of the mass valuation systerlolement. There were relatively quickly
raised awareness of the need for multi-disciplirskills like economics, geodesy, GIS
systems, statistics and construction by partianggstaff in the project. Ministry of Finance
formally invited Surveying and Mapping Authority thfe Republic of Slovenia (SMA) into
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the project. Surveying and Mapping Authority’s stadtively participated in the development
stage of the subproject, executed some pilot piojeith the objective to test the valuation
concepts in practice and carried out needed asalysi

2.1 Property registration system before 2005

Slovenian property registration system is represkhby three main pillars, land cadastre,
building cadastre and land register. SurveyingMa@ping Authority of the Republic of
Slovenia is responsible agency for land cadasiebaiiding cadastre. Land register is in the
court jurisdiction. Land cadastre is establishedlie whole country. It is digitally
maintained. Building cadastre establishment wagibagg in 2000. There were registered
only approximately 20 % of buildings and parts oiléings in building cadastre till 2005 and
even those without all needed data demanded byallbation models at that time. It was a
huge problem, because the new property valuatistesyobjective was and still is to value
all properties in Slovenia. The same is valid faygerty taxation. The objective is to tax all
properties in Slovenia. At the time of Real Estdtalernization Registration Project we were
conscious of that problem, so within the projetballdings in Slovenia were identified with
unique identifier and some general data like l@catroof’s size, building’s height and similar
were collected for each building. This data wasktage for collection of more detail data
about buildings and parts of buildings in the y2@07 with field inspection and fulfilling the
questionnaires in the spot within the Property O2d#decting Project. This action could not
be initiated without strong support of the MinistifyFinance. There was strong demand to
develop sound valuation system based on propentkandt was impossible task without
collection of needed data. The state and the npadites have not shown any true interest or
action to collect data about buildings and partswldings in a systematic manner before
that. The property owners, especially owners oftapents and condominiums, were also
ignorant regarding property registration in thelding cadastre and after that in the land
register to protect their ownership rights. Bedltevaluation for property taxation demand
for detailed data about buildings and parts ofdngs there were strong pursue from
Statistical Office, too. Their main goal was to wap needed data for register based census in
2012. Result of those demands and needs was Re#t Becording Act change at the time
of its processing in the Parliament. There had lie&nded regulation on the project for
collection of detailed data for buildings and parftduildings in the law. There was very
comprehensive discussion about privacy protectantmf view prior the law was passed in
2006. It was legal basis for collection of moreailadata about buildings and parts of
buildings in the year 2007 with field inspection.

2.2 Property Market

Property market in Slovenia started to grow in latesties. The main start of increased
activities on the property market was identifie®®03 when over 20,000 sales occurred on
the market. At that time only Taxation Authoritylleated data about property sales. The
legal basis for that was the Property Transactiaw.lData and the information about
property transactions were “taxation secret”. Svirvg and Mapping Authority of the
Republic of Slovenia and Taxation Authority madeagneement which enabled analysing
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data about property sales from 1999 till 2003 f@luation models development. There were
no possibilities for quality analyses of the prapenarket, because property register were not
established at that time yet, so there were natadla any detail data about property
characteristics. Data from a lot of sales wereusefful at all. So we started to communicate
with the Taxation Authority to define some measucesnprove the quality of sales data.
Result was development of a new questionnaireTtagation Authority was using in the
seller's declaration at the property transactionpiacess. Surveying and Mapping Authority
of the Republic of Slovenia collected all detaitkta about property characteristics through
the questionnaire from the Taxation Authority uthigé establishment of the Real Estate
Register. So all property market analyses weredbasalata we received from Taxation
Authority.

2.3 Key Problems Identified

To develop the mass valuation system that worlecg¥fe and efficient with the help of
computers, all data about the properties must laedigital form with the appropriate quality
level. Quality of available sales data must fulié minimum statistical standards to develop
the valuation models.

The quality of the valuation system therefore camieasured through the quality of the
assessed market values calculated on the base pfdperty data and valuation models.

As it was mentioned before there were not availaidey data about buildings and parts of
buildings like their type, size, year of constraati quality, maintenance and similar data at
the beginning stage of valuation system development

It could be said that the valuation system devekaprbecame an important driving force to
collect property data that today support procestasany other state institutions for different
kind of public needs and tasks.

The Real Property Mass Appraisal Act defines tbaafl properties registered in the Real
Property Register must be assessed value. It ntikanshany valuation models should be
developed because of the variety of propertiesstyppartments, offices, churches, libraries,
cinemas, barns, farms and so one). Of course foeggpes of properties simplified valuation
models were developed.

The education about property valuation at the usities in Slovenia was not represented
enough (still even today). Therefore establishnoétihe Valuation Office with the adequate
experts was not an easy task. More or less the ledlge on the mass valuation issues was
gathered through the international support anduwtarscy and with “learning by doing”
approach.

3. IMPLEMENTATION OF THE MASS VALUATION SYSTEM

Ministry of Finance and Surveying and Mapping Auttyoof the Republic of Slovenia
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prepared new drafts for Real Estate Mass Valudimirand Real Property Registration Act
after the conclusion of the first stage of the grtyvaluation system development.

The main changes in Real Property Registrationw&et in the field of collection detail data
about buildings and parts of buildings charactessit enabled collection of data on the
field. Complex and quite expensive Property DatdgCton Project was launched after that.
The Real Property Registration Act exactly defipesgperty data which must be measured
and confirmed by the licensed surveyor and datahvbould be collected and maintained by
the questionnaires on the other hand.

The Real Estate Mass Valuation Act defines all &eynents of the valuation system, like
who is responsible for valuation, valuation staddaproperties that must be valued,
establishment of the sales price register and kestiafient of the valuation models register,
general valuation process, assessment procesgatiaeprocesses and so one.

Generally the implementation of the real estateatedn system on the operational level has
officially started in May 2006 when previously miemied laws were passed in the
Parliament.

3.1 Property Data Collection Project

Property Data Collection Project started in 20@§ start could not be earlier because Real
Property Registration Act was as the project |&gais was passed in the Parliament in May
2006. The main objective of the project was toseand collect needed data about buildings
and parts of buildings characteristics. On theshakall identified buildings (aerial

inventory), data from land cadastre and buildindastre and other public registers,
documents and questionnaires were prepared fdieldenspection of each building (and all
of its parts) in Slovenia. It took one year of fledd work to collect the data. It took another
year to process collected data in order to estaBlesal Property Register. The project costs
were approximately 11 million EUR provided by thats budget.

The Real Property Register (RPR) was establish@@®8 based on land cadastre data,
building cadastre data, land register data an@ciatl data on the field. Since then all
property data in the Real Property Register haes Imeanaged in a digital form according to
the prescribed procedures. There are approxim@iglynillion properties registered at the
moment. The property type structure is: 540.000sbBsu330.000 apartments, 130.000
garages, 30.000 industrial properties, 40.000 legsipremises, 40.000 offices, 3.000.000
agriculture land, 450.000 agriculture objects, 0.800 forest land and approximately
440.000 other types of properties.

The register’s data are available on the intenrest 6f charge. All daily changes of data in the
register production are migrated to the distribugmvironment over the night.

3.2 Valuation Office
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The Valuation Office at Surveying and Mapping Authoof the Republic of Slovenia was
established at the end of 2006 on the basis drRéda Property Mass Appraisal Act. Its
assignments are preparation of criteria for maalsastate valuation, preparation of draft
proposals, proposals and final proposals of vatnatiodels, drafting of proposals of
Government regulations in the field of general essahte valuation, determination of real
estate value indexes, informing real estate owaleosit the trial determination of the value
real estate properties, setup, administration gagiing of the real estate valuation database,
specifying the knowledge and skills of mass retdtesvaluation, research and analyses of
the real estate market, production of statistiepbrts on real estate properties, real estate
market and real estate values, assigning valuealcestate properties, obtaining data on real
estate properties for the purpose of assigningevahdl setup, administration and updating of
the Real Estate Market Register. The Valuationdeffias 24 employees today, 12 experts at
the central level and 12 experts at the regionadlle

3.3 Sales Price Register — Real Estate Market Register

Beside the establishment of the Valuation OfficthatSurveying and Mapping Authority of
the Republic of Slovenia the Sales Price Register winging into the force on January 2007
as the second very important element of the valnaystem. From that date on all sales data
are available on the internet free of charge.
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Figure 1. Public access to the Sales Price Register

Due to establishment of the Sales Price Registgleany access to sales data property market
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started to become much more transparent which isagecognised thorough the sales
analyses in the sense of better quality of sales @ata about the property sales from the
Sales Price Register are nowadays very importamhémy property stakeholders in the
society like all governmental institutions, privauators, banks, investors, real estate
agencies and so one. Of course the register isfasadalysing the property market,
preparing reports for different kind of users, a#ting the indexes and developing and
calibrating the valuation models.

Real Property Mass Appraisal Act changes in 20Hblkenl systematic and comprehensive
collection of all sales data and all data aboutissgial and business rents. Because of that the
Sales Price Register is gradually upgrading towtrddReal Estate Market Register.

3.4 The Valuation Models Development

At the early development stage 9 valuation mode&sevinitially designed in 2004. The
valuation models development concepts were basédeoavailability and the quality of the
sales data and data about property characteratibe time when the property market was
growing (changing). After the Sales Price Registtablishment in 2007 the focus has
changed to property market analyses for differgpe f properties. The results of the
property market analyses were in conflict and opip®rted the initially developed valuation
models any more. Therefore there had to be intrediegbanges and valuation models
improvements. In 2006 it was decided by the law tharket value on the basis of mass
valuation system should be assigned to all reategiroperties registered in the Real Estate
Register. That decision significantly increasedubkeime and diversity of properties to be
valuated. Therefore the number of valuation modekxled to be developed also increased.
Between 2008 and 2009 many iterations of develogintjcalibrating various valuation
models were performed. Within general real estateation procedure Surveying and
Mapping Authority of the Republic of Slovenia adp draft proposal of the valuation
models with municipalities in 2009 and executedl tvalue determination in 2010. Property
owners were informed about trial value determimatbtheir properties and real estate data
used for that. Approximately 1,2 million noticesawner and co-owners for around 6,5
million properties were isued. About 400.000 proipsrwere complained by the property
owners and co-owners from which 45% on agricultangl, 25% on forest land, 10% on
houses, 10% on apartments and 10% on other tygeepérties. The final proposal of the
valuation models was prepared on the basis ofdy stliproperty owners complains about
trial value determination according to the massiabn standards. Twenty-one (21)
valuation models were determined by the government.

The valuation models are kept and maintained irRib@ Estate Valuation Database. The
database is available on the internet free of @arg
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IBIRKA VREDNOTENJA NEPREMICNIN
Madeli vrednotenja nepremi€nin (Uradni list RS, &t. 95/2011;
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Figure 2. Public access to the Real Estate Valuation Databa

3.5 The Valuation System Formal Introduction

The Governmental decree on valuation models detation is the final regulation of Mass
Real Estate Valuation Act which enforced the madsation system in the Republic of
Slovenia.Valuation models determination enablediteevalue assigning for all real estates

in the Real Estate Register. This is the final stefe general real estate valuation procedure.
Data on generalized market value could be used fmmuary T 2012 for all regulated uses.
The mass valuation system is fully implementedlovénia and has been already used to
estimate the property asset of the applicant ferstitial aid (scholarship, kindergarten and
other subsidies in social matters).

The property taxation law which was the “drivingde” for the development and
enforcement of the mass valuation system in Slavisnstill not introduced and is still
waiting for the politician consciousness.

According to the Mass Real Estate Valuation ActvBying and Mapping Authority of the
Republic of Slovenia will check valuation modelsldast their adequacy to the supply and
demand in the real estate market at least everykars. In the mean time generalized
market values will be adjusted to the situatiorttenreal estate market through valuation
indexes, if their variation will be higher than & fercent.
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It is designed as a multipurpose system.
4. CONCLUSION

Development and implementation of the real estateswaluation system is a long term
process timely very depending on the current sdnah the property databases and other
public registers regarding data about propertyattaristics. Development stage of the
property market is important to develop qualityuaion model that met demand and supply
forces on the property market, where the qualitthefsales (and other market data) is the
most important. A lot can be done with the simolatmethods when designing the valuation
models at the areas and market segments whereaiteen® enough available quality sales
data or rents. The decision to develop the mybiirspose valuation system as good bases for
different kind of public use, tasks and processesqu to be the most important and correct.
It is a hard work but it is worth doing.
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