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1. ABOUT NASHO

The National Association of Social Housing Organisations (NASHO) is an independent member-based
association of Social Housing Institutions (SHI) and Municipal Owned Entities (MOE), Other Delivery
Agents (ODA) responsible for the delivery and management of social housing units and support
organisations to the Social Housing Sector. Our members, who collectively oversee over 71% of social
housing rental units in the Republic under the management of the Social Housing Regulatory Authority,
play a pivotal role in providing dignified housing to low to medium-income households.

NASHQ'’s primary objective is to assist in building a strong and sustainable social housing sector in
South Africa with Social Housing Institutions at the heart of the delivery.

2. INTRODUCTION FOR SUBMISSION

The Social Housing Programme is a government-subsidised rental housing programme targeted at low-
to medium-income groups earning between R1 850 and R22 000. It aims to contribute to the national
priority of restructuring South African society to address structural, economic, social, and spatial
dysfunctionalities.

Social Housing is one key mechanism for achieving spatial transformation in the country. It allows low-
middle income earners to reside in good locations, closer to employment opportunities and economic
hubs.

3. SOCIAL HOUSING AS A GOVERNMENT-REGULATED PROGRAMME

Social housing development and management are government-regulated activities supervised and
regulated by the Social Housing Regulatory Authority (SHRA), an agency of the Department of Human
Settlements.

The SHRA ensures that the SHLs are vetted and eligible for accreditation in accordance with the Social
Housing Act and its Regulations. Through compliance and monitoring activities of the SHRA, should a
SHL be found non-compliant with any of the regulations, the SHL will lose its accreditation.



4. SOCIAL HOUSING AS A PUBLIC BENEFIT ACTIVITY

Social Housing Landlords® (SHLs) are dedicated to fulfilling their primary objective of delivering
affordable housing to low-moderate-income households. The activities undertaken by SHLs do not
directly or indirectly promote the economic self-interest of any fiduciary or employee of the
organisation.

The Amended Municipal Property Rates Regulations on the Rate Ratios between Residential and Non-
Residential Properties, 2009 provides for a rates ratio for Public Benefit Organisation Property (PBOP)
of 1:0.25. A PBOP is defined as “Property owned by Public Benefit Organisation and used for any
specified public benefit activity listed in Item 1 (welfare & humanitarian), item 2 (health care), and item
4 (education and development) or part 1 of the Ninth Schedule to the Income Tax Act.”

This definition in the regulations, therefore, excludes Item 4, “Land & housing”, and therefore excludes
Social Housing Properties.

The Buffalo City Metropolitan Municipality 2024/25 Draft Budget Document does not recognise or
incorporate Social Housing delivery agents, which means that the municipality rates these properties
punitively relative to the role or public service delivered by social housing landlords.

The Social Housing Act states, “In giving priority to the needs of low and medium-income
households in respect of social housing development, the national, provincial and local spheres of
government must ensure the sustainable and viable growth of affordable social housing in a
municipality”. Furthermore, in terms of this Act, municipalities are responsible for ensuring the
sustainable and viable growth of affordable social housing.

5. RECENT COURT CASES, SOCIAL HOUSING PROPERTIES, AND MUNICIPAL RATES POLICIES.

This section is included for information purposes only and for no other intent. We aim to provide the
City with some additional information for consideration based on recent court cases in the country,
where High Courts have ruled in favour of Social Housing Properties or Institutions against
municipalities' property rates policies.

1. Capital City Housing versus Msunduzi Local Municipality,

Capital City Housing, a registered Social Housing Institution, ordered the municipality to
determine in terms of section 8 (3) of Local Government Municipal Property Rates Act no.6 of
2004 that its properties are an additional category of rateable property of ‘social housing
properties’. To support this classification, Capital City Housing argued that Social Housing
Institutions must be approved as Public Benefit Organisations (PBOs) under section 30 of the
Income Tax Act No. 58 of 1962 (Income Tax Act) to obtain tax relief, including rates relief.
Consequently, Capital City Housing demonstrated its status as an approved PBO, leading to a
favourable outcome in the case. The court’s verdict is summarised below:

The court ordered the municipality to amend its Rates Policy to incorporate the determination
and the consequences thereof.

1 SHLs include Social Housing Institutions (SHIs) and Other Delivery Agents (ODAs).



2. Own Haven Housing Association NPC versus Buffalo City Metropolitan Municipality
Own Haven Housing Association NPC (the SHI) sought an order declaring the resolution of the
municipality's Council on 30 May 2018 adopting its rates policy (“the impugned resolution”),
and the rates policy itself (“the rates policy”), to be inconsistent with the Constitution of the
Republic of South Africa, 1996 (“the Constitution”) and accordingly invalid. The outcome of
this legal proceeding favoured Own Haven, as the judge ruled in favour of the SHI by granting
the ancillary relief sought under section 172(1)(b) of the Constitution.

6. NASHO SUBMISSION ON BEHALF OF THE SOCIAL HOUSING LANDLORDS IN BUFFALO CITY
METROPOLITAN MUNICIPALITY

6.1. BUSINESS & COMMERCIAL PROPERTY (DEFINITION)

The definition of “Business & Commercial Property” in the policy includes “hostels, flats,
communes...and any property used for a purpose which does not fall within any other
category defined in this policy.”

Social Housing Properties in the city include Flats or multi-dwelling apartments whose use is
exclusively or primarily (dominant use) for “human habitation for residential purposes.” A
consequence of current definitions and policy is that social housing properties in the city that are not
part of a Sectional Title Scheme are categorised as “business and commercial” properties and levied
at business and commercial rates, which are significantly higher than residential rates and not
affordable/sustainable for social housing landlords given the heavily subsidised (below market) rentals
paid in these developments.

This broad definition of business and commercial to include flats, is unique to Buffalo City, out of the
16 municipalities that NASHO tracks with social housing properties in their jurisdiction.

6.2. RESIDENTIAL PROPERTY (DEFINITION)

The BCMM definition of residential property excludes properties whose primary and dominant use is
“human habitation for residential purposes.” This definition does not consider a property's primary
use for rating purposes.

In the case of social housing properties that are not registered as part of a sectional title scheme, the
city does not regard these as residential properties and rates them as such.

6.2.1. PROPOSED AMENDMENT 1

i The definition of “Residential Property” to include Social Housing Properties.

ii. Inset new definition “Social Housing Property” A property provided by social housing
institutions or other delivery agents in SHRA approved projects for rental or cooperative
housing option as defined in the Social Housing Act, for households earning between R1 850
—R22 0000 or as revised.



6.2.2. PROPOSED AMENDMENT 2
The alternative is to amend the definitions of “Business & Commercial” as well as “Residential” in
the BCMM policy together to align with MPRA and common practices in other metros and
municipalities.

Extract of City of Johannesburg definition of Residential & Commercial Properties from City of
Johannesburg 2024/2024 Rates Policy (Draft).

32 Residential Properties

321 Residential property means a property that is used exclusively for human
habitation and included in a valuation roll in terms of section 48(2)(b) in
respect of which the primary use or permitted use is for residential

purposes without derogating from section 9 of the MPRA.

322 Residential property includes a property zoned “residential” or “special

for residential purpose”.

3.2.3 Residential property does not include:

3231 communes. old age homes. guesthouses. bed and breakfast

establishments, any premises for human habitation for which the main

or primary purpose is short-term rentals:

34 Business and Commercial Properties
341 Business and Commercial property means:
3411 property used for the activity of buying. selling. or trading in

commodities or services and includes any office or other
accommodation on the same property. the use of which is incidental to

such activity.

3412 property used for the object of the acquisition of gain or profit by a
natural or juristic person and the revenue which it derived thereby goes

to the proprietary members as the proprietors of the concern.



6.3. RELIEF MEASURES FOR SOCIAL HOUSING (NEW)

BCMM'’s policy, in line with the MPRA, allows for the municipality to grant relief measures in terms
of section 15 of the MPRA to categories of property owners based on the user of the property,
among other criteria.

Social Housing Landlords and Social Housing Property is a category of property owners in
accordance with the MPRA and BCMM'’s policy. See extract below:

In determining the categories of owners identified for the purpose of relief measures,
the following criteria were utilised:

(a) The source of income of the owner of the property

(b) The employment status of the owner of the property

(c) Ownership of property

(d) The extent of municipal services supplied.

(e) Services provided to the community by Public Benefit organisation

(f) The use of property.

6.3.1. PROPOSED INCLUSION: RATES REBATE FOR SOCIAL HOUSING PROPERTIES

NASHO, on behalf of social housing landlords, proposes a 45% rebate relief of rates and taxes
for “Social Housing Properties” operating in the BCMM.
i Insert a new category of owners under section 9 (f) of the BCMM policy under categories
of owners “Social Housing Property Owners”.

The following categories of owners as defined in the MPRA, have been identified for
the purpose of rates relief measures:

(a) Senior Citizens

(b) Disabled or medically boarded persons

(c) Public benefit organisations and not for gain institutions
(d) Municipal owned properties

(e) Economic Development property owners

ii. Insert under section 9.3 6 “Social Housing Property Owners”.
The municipality will grant a 45% rebate off the monthly rates and taxes of social housing
properties.

The following documentation must be supplied to the city for application:

The criteria for the grant of Social Housing Rebate are as follows:
The applicant must submit the following documents:

i.  Avalid proof of SHRA Accreditation certificate

ii. Letter from the SHRA confirming that:



v' Project is accredited by SHRA, under regulation and evaluated on a quarterly
basis.
v the property contains an appropriate income group spread.
iii. Property information
v" Name of Social Housing Project
v Property Description

Our rationale for a 45% rates rebate proposal is informed by considering the municipality’s
revenue and budget imperatives as well as social housing landlord sustainability. Over the
medium term, the municipality could then consider revising the rebate to about 75% in line
with the other rebates and public benefit organisations in the city.

7. CONCLUSION

As a member-based body for the advancement of social housing in the country, we are ready to engage
in any further discussions with the city and provide any additional information or clarification that may
be required to support our submission.

Given the limited number of social housing landlords operating in the metro currently, such a change
will not materially negatively affect the city’s budget or revenue line. However, such a change will help
stimulate development in the social housing market and affirm that BCMM is open for business, which
will result in more social housing properties, increased job opportunities, capex spending in the city,
and a greater rates base as more projects are built in the city.

We thank you for considering our submission and look forward to a favourable outcome.

Signed.

Karabelo Pooe

NASHO General Manager



