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ETHEKWINI METROPOLITAN MUNICIPALITY 2025/2026 DRAFT RATES POLICY COMMENT/IDP BUDGET.
SUPPLEMENTARY SUBMISISON.

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 rental housing to low to medium-income households.

NASHOQ'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. NASHO SUBMISSION ON BEHALF OF THE SOCIAL HOUSING SECTOR IN ETHEKWINI

NASHO, on behalf of social housing landlords, proposes a rebates relief of 75% of rates and taxes for “Social Housing
Properties” operating in the city of Ethekwini. A full list of properties is also included as part of this submission to assist
the city in assessing the possible financial impact of this rebate.

A 75% rebate would be in line with the City’s Rates Policy and also not materially impact the city’s finances negatively.

e A 75% rebate for Social Housing Property owners, will align the tariff with the rates ratio for Public Benefit
Organisations Properties in the city’s policies & MPRA.

Exemptions, Rebates and Reductions (“RELIEF”) (Section 15 (1) (b) Municipal Property Rates Act)
Addition of the following:

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

Insert new sub section in Section 7: EXEMPTIONS, REBATES AND REDUCTIONS ("RELIEF")

Social Housing Properties Owned by Properties owned by a SHRA accredited Social Housing Institution or
accredited Other Delivery Agents (ODA) and used for social housing — A 75% rebate be granted in respect of amount
levied as rate on the relevant property.

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

i A valid proof of SHRA Accreditation certificate

ii. Letter from the SHRA confirming that:



v" Project is accredited and under regulation.
iii. Property information
v" Name of Social Housing Project

Insert new definitions in the draft rates policy as follows:

“Social Housing Properties” means Properties registered in the name of SHRA-accredited Social Housing Institutions or
accredited Other Delivery Agents s must provide residential property units to tenants whose gross monthly income is
within the income bands range (R1 850,00 - R22,000,00 / month) determined by SHRA guidelines and regulations

3. BACKGROUND & RATIONALE FOR SUBMISSION

The Social Housing Programme is a government-subsidised rental housing programme targeted at low- to medium-income
households earning between R1 850 and R22 000 gross household income per month. 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.

3.1. SOCIAL HOUSING IS A GOVERNMENT FUNDED & REGULATED HOUSING PROGRAMME
Social housing development and management is a government-regulated activity under the supervision and regulation
of the Social Housing Regulatory Authority (SHRA), an entity 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.

Our submission is that only SHRA accredited Social Housing Institutions (NPC & MOE) and Other Delivey Agents that are
compliant with SHRA and provide a valid accreditation certificate be eligible.

3.2. ADDITIONAL RATIONALE FOR RATES RELIEF.

i Pro Poor Policy: Social Housing beneficiaries are poor to moderate income households that rent properties
in well located urban areas. The tenants are low income and include indigent, deemed indigent, pensioners,
child headed households in line with the spirit of the City’s Policies however because they do not own their
properties but instead rent the developer takes the full burden of the rates.

ii. Affordability & Service Delivery: Social Housing Landlords charge low rentals and assist the city in service

delivery. However, the low rentals charged and high operating costs (including rates and taxes) are
detrimental to the long-term sustainability of these entities, which are an extension of the city's service
delivery efforts.

iii. Increases rates base & other services revenue: NASHO research for Cogta submission in 2024, concluded
that municipalities make 2.5x on average more on other services revenue like water, sewerage, electricity
etc.. as compared to rates. Therefore

e By reducing rates in the short-term, municipalities will recover and increase total revenue from
other services in the medium term.

e By reducing rates for SHL, this will make projects more feasabile, and stimulate Ekhuhuleni is a
preferred municipality for social housing projects and increasing the rates base significantly

iv. Project Viability: At the current municipal rates per unit, new social housing developments are no longer
financially viable. The Social Housing Regulatory Authority (SHRA) is unlikely to approve Capital
Consolidation Grant (CCG) applications in eThekwini under these conditions, as the operational costs would
exceed the regulated huddle rates (operating cost per unit). Please refer to the attached “SH Project
Viability” slide for a summary analysis.

V. Inability to Recoup Rates from Tenants: As social housing landlords, we do not pass the cost of rates and
taxes on to our tenants. This means these costs are absorbed entirely by the institution.

e For example, in 2023/2024, the average monthly rental for some units starts from R800, of which
R318 goes directly to cover rates — that’s almost 40% of the income that we receive from this
segment of tenants.



e On a project scale, with an average project rental of R3,500, rates and taxes account for
approximately 9-10% of total operating costs in eThekwini —a figure that is significantly higher than
in other municipalities and presents a major barrier to sustainability and growth of the Social
Housing programme in Ethekwini.

Vi. A rebate for social housing in Ethekwini, would align with other metropolitan municipalities across the
country. The following metro’s current have rebates or rates categories for social housing.
e City of Johannesburg
e Buffalo City MM
e Nelson Mandela MM
e City of Cape Town MM

3.3. SOCIAL HOUSING PROGRAMME IS 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 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 MPRA regulations, therefore, excludes Item 4, “Land & housing,” from the Income Tax Act, and
therefore excludes Social Housing Properties.

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.

4. 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
request. We thank you for considering our submission and look forward to a favourable outcome.

Signed

Mr Karabelo Pooe
NASHO General Manager

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



ANNEXURE 1:

5. Social Housing Rental Units in Ethekwini

The social housing programme is delivered by SHRA accredited developers, that are Social Housing Institutions (SHIs), or
Other Delivery Agents (ODAs). There are generally two types of SHIs in the registerd in the country, private Not for Profit
(NPC), that are accredited by the SHRA.

In Ethekwini the following entities are currently under SHRA regulations and their respective social housing unit count.

Institution ~ |[Entity T~ | Project Name ~ |Addres{ ~ |Main Pl - TOTAL -
FMHC SHI Howell Heights 30 Howell Durban 48
FMHC SHI Hampshire 10 Hampsl! Pinetown 180
FMHC SHI Hilltops 52 BedforcBellair 240
FMHC SHI Lakehaven ph 2 164-146 C Newlands 280
FMHC SHI Lakehaven 1 49 Centre Durban 312
FMHC SHI Hamptons 10 River R Bellair 432
FMHC SHI Avoca Hills Corovoca Corovoca 520
KZN SHC SHI TasneevaGardens (Stanmore) 71 Rudmoi Phoenix 114
KZN SHC SHI Tashmia Gardens (Treehaven) Treehaven Phoenix 138
KZN SHC SHI Tashmeera Gardens (Eastbury) Phoenix Hi Phoenix 420
KZN SHC SHI Tasvir Mansions (Rydalvale) P2 Rydadale Phoenix 570
SOHCO SHI Port View 30 Diakoni Durban 146
SOHCO SHI Valley View 27 Charles Durban 157

In addition to the above, various projects are under construction or grant application to the SHRA which would see this
number increase substantially over the next 2 years increase the city’s rates base significantly and creating new affordable
rental units in the city.

ANNEXURE 2:

RECENT COURT CASE CASES ON SOCIAL HOUSING PROPERTIES AND MUNICIPAL RATES POLICIES.
(Included for information purposes only)

Recent court cases have reaffirmed the position of Social Housing Property Owners:

1. Capital City Housing vs Msunduzi Local Municipality:
Capital City Housing, a registered SHI, successfully applied to have its properties categorised as “social housing
properties” under Section 8(3) of the Local Government Municipal Property Rates Act, No. 6 of 2004.
The court ordered the municipality to:

e Determine the properties as an additional category of rateable property;
e Amend its Rates Policy accordingly within 60 days.

2.  Own Haven Housing Association NPC vs Buffalo City Metropolitan Municipality:
Similar findings in favour of Social Housing Property owners were made, highlighting the recognition of Social
Housing as a distinct and significant public interest category.
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