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COMMENTS SUBMISSION FOR A RATES REBATE IN THE RATES POLICY FOR SOCIAL
HOUSING LANDLORDS IN THE ETHEKWINI METROPOLITAN MUNICIPALITY

1. INTRODUCTION

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.

2. 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 Iltem 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.”

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



This definition in the regulations therefore excludes Item 4 “Land & housing” and therefore

excludes Social Housing Properties.

Section 5 of the 2023/2024 Ethekwini Property Rates Policy also excludes Social Housing
Properties and currently these properties are mostly rated as business and commercial.

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.

3. RECENT COURT CASE CASES ON SOCIAL HOUSING PROPERTIES AND
MUNICIPAL RATES POLICIES.

Capital City Housing versus Msunduzi Local Municipality and Own Haven Housing Association
NPC versus Buffalo City Metropolitan Municipality, illustrate the complex relationship between

municipal governance, property rights, and constitutional imperatives.

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:
Paragraph 1:

The municipality was ordered to determine in terms of Section 8 (3) of
Local Government Municipal Property Rates Act no.6 of 2004 that the
following properties owned by the SHI are an additional category of

rateable property of ‘social housing properties:

o a property known as Acacia Park in Pietermaritzburg which consists of
311 residential units;



o a property known as Aloe Ridge in Pietermaritzburg which consists of
952 residential units; and
o a property known as Signal Hill in Pietermaritzburg which consists of

393 residential units.

The municipality was ordered to comply with Paragraph 1 above within thirty (30) days
from the date of the order. Further, the municipality was also ordered to amend its
Rates Policy to incorporate the determination and the consequences thereof made in

terms of Paragraph 1 within sixty (60) days from the date of the order.

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.

The court’s verdict is summarised below:
Paragraph 2: The resolution of the municipality’s Council on 30 May 2018 adopting its

rates policy and the rates policy implicated thereby is declared inconsistent with the

Constitution and accordingly invalid.

In terms of this verdict, the SHI was relieved of its liability to pay to the municipality the
rates levied for the social housing schemes on erven 53726, 4995, 53722, 67843 and
61213 Buffalo City withheld by it for the 2018/2019 financial year.

4. SOCIAL HOUSING AS A GOVERNMENT-REGULATED SECTOR



Social housing development and management is a government-regulated activity under the
supervision and regulation of 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 to any of the regulations, the SHL will lose
its accreditation.

5. THE ROLE OF LOCAL GOVERNMENT IN THE SOCIAL HOUSING PROGRAMME

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.”

5.1. LOCAL MUNICIPALITY’S DRAFT RATES POLICY?

Despite SHLs’ efforts and contribution to the social, economic, and spatial transformation of
the metro, they are not fully recognised as Social Landlords by the municipality.

This makes it difficult for SHLs operating in the municipality to gain access to certain incentives
and rebates. SHLs currently pay normal and sometimes high rates and taxes (like any other
private landlord undertaking commercial activities with a profit motive) even though SHLs
deliver a government-subsidized rental programme to the municipality’s needy households.
In light of this, we would like to request the municipality consider a relief mechanism for SHLs,
by adopting one of the following proposals to the upcoming Rates Policy.

6. NASHO submission on behalf of the Social Housing Sector to Ethekwini
Municipality

Exemptions, Rebates and Reductions (“RELIEF”)

2 This relates to the specific local municipality’s draft rates policy under review.



Addition of the following:

7.7.1.1 Rebates

7.13 Social Housing Landlords - Properties owned by a SHRA accredited Social
Housing Institution or accredited Other Delivery Agents (ODA) and used for social
housing*

The aim of this rebate is to alleviate the burden on poor to moderate-income households in
Properties registered in the name of a SHRA accredited Social Housing Institutions or
accredited ODA’s must provide the residential property units to tenants whose gross monthly
income is spread within the income bands range (R1 850,00 - R22,000,00 / month) determined
by SHRA guidelines and regulations

7.13.1 Subject to the criteria set out in Clause 7.13.2 social housing landlords (SHIs and
ODAs) may be granted a rebate on their with effect from the next practical billing cycle,
following the date of approval of an application.
7.13.2 The criteria for the grant of Social Housing Rebate are as follows:
7.13.2.1 The applicant must submit the following documents:
i. Avalid proof of SHRA Accreditation certificate
i. Letter from the SHRA confirming that:
v' Project is accredited and under regulation.
ii.  Property information
v" Name of Social Housing Project

Proposal 1:

It is NASHO’s submission that the municipality considers rating Social Housing
Properties in line with the same principles as PBO properties as follows:
e Social Housing Properties be rated as Residential Properties (category)

e At arate of no more than 25% of the residential property rate-in-the-rand. Expressed

as aratio in relation to residential property, this is 1:0.25.

Proposal 2:

As an alternative, should the city see it best that these properties are rated as
commercial and business, we submit that that municipality considers a rebate of 60%
for rates as taxes subject to the criteria provided above.



