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Optimising Rates Policy to Unlock Affordable and Social Housing Delivery in
City of Tshwane

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-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 EXECUTIVE SUMMARY:

The City of Tshwane currently levies rates and taxes on social housing properties in a manner that
constrains the delivery of new social housing units within the metro and undermines the long-term
financial sustainability of accredited social housing institutions, including the City-owned Housing
Company Tshwane (HCT).

Proposal
This submission proposes that the City of Tshwane:

e Introduce a differentiated rating category for HCT, in recognition of its role as a municipal
entity advancing the City's service delivery mandate; and

e Introduce a differentiated rating, in the form of a targeted rebate or linked to existing public
benefit properties, for accredited social housing properties operating within the City of
Tshwane.

Why this matters for the City of Tshwane
e Gives effect to the City's strategic priorities and constitutional housing obligations under
Section 26 of the Constitution;



e Aligns with the Integrated Development Plan (IDP) and the socio-economic transformation
objectives of the metro;

e Unlocks new housing supply for low- and moderate-income households while broadening
the municipal rates base over time as projects reach completion and stabilisation;

Financial Impact

Implementation of either measure carries a minimal short-term fiscal impact of approximately R6
million per annum in foregone revenue, against a total City property rates budget of R11.6 billion
equivalent to less than 0.071% of the rates budget. This modest short-term cost is significantly
outweighed by the long-term benefits the City will realise through accelerated housing delivery, a
broader and more resilient rates base as new stock comes online, and growing service charge revenue
from occupied units.

3 POLICY CONTEXT & RATIONALE

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.

Key characteristics:
e Targets low-to-moderate income households
e Operates on cost-recovery principles, and not profit maximisation
e Itis subject to strict regulatory controls on rent, annual increases and surpluses

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.

Municipal property rates are a significant operating cost, directly affecting rental levels and financial
sustainability.

Social Housing is a National 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.

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 activities undertaken by SHLS DO NOT



directly or indirectly promote the economic self-interest of any fiduciary or employee of the
organisation.

Section 30, Part 1 of the Ninth Schedule of the Income Tax Act lists the categories of recognised public
benefit activities. Most Social Housing Institutions are registered as NPCs and hold PBO status with
SARS under "Land and Housing" — defined as the "development, construction, upgrading, or
procurement of housing units for households earning up to R15,000 per month."

The Amended Municipal Property Rates Regulations (2009) sets a Rate Ratios for Public Benefit
Organisation Property (PBOP) of 1:0.25. The MPRA's definition of PBOP recognises only ltems 1, 2, and
4 of the Ninth Schedule excluding Item 3, "Land and Housing," and therefore excluding social housing
properties.

This exclusion in the MPRA Regulations does not, however, preclude municipalities from
independently treating social housing as PBOP in their rates policies. The City of Cape Town, Buffalo
City, and Nelson Mandela Bay Metros have already done so.

This treatment is consistent with the Social Housing Act, which obliges local government to "ensure
the sustainable and viable growth of affordable social housing” in a municipality thereby placing a
direct responsibility on municipalities to enable, not constrain, the sector.

4 RATES PROPOSAL

NASHO proposes the following for “Social Housing Properties” operating within the City of Tshwane.

A. A75%discount on what the municipality charges social housing properties for rates, implemented
either as a rebate or linked to the existing PBOP rates category.

Rates Rebate Option: [ Section 15 MPRA]
e A 75% rebate on residential tariff for Social Housing Property owners. This would align the
discounted billing with the rates ratio for Public Benefit Organisation Properties in the
City’s policy.
Rates Category Adjustment Option [Section 8 MPRA]
e An enhancement of the PBOP definition in the rates policy to also include “Social Housing
Properties" like Nelson Mandela Bay Rates Policy.

B. A 100% exemption for Housing Company Tshwane from paying municipal property rates.
Polokwane local municipality implemented a similar approach in their rates policy in line with
section 8 of the MPRA

Both proposals are fully enabled by Sections 8(2A) and 15 of the Local Government: Municipal
Property Rates Act, 2004 (Act No. 6 of 2004, as amended), which empower a municipality to create
dedicated property categories; and for the purpose of granting rebates, reductions, or exemptions
respectively.

5 FINANCIAL IMPACT

This section assesses the revenue foregone by the City of Tshwane under the proposed rates rebate
for accredited social housing properties, and weighs this against the broader economic and
developmental contribution of the social housing sector to the metro.



Sector contribution to the rates base

The proposed 2026/27 IDP reflects a property rates budget of approximately R11.19 billion for the
metro. Within this, accredited social housing properties, including those owned by Housing Company
Tshwane currently contribute an estimated R8 million per annum, representing only 0.0716% of the
City's total rates revenue. The sector therefore operates at the fiscal margin of the rates base, despite
delivering a disproportionately high social and developmental return. See below table with details:

Entity Account Number Property Value Category Tariff Monthly Rate Annual Rate |Property Rates Income | SH Contribution to
(com Rate Pool
HCT (Eloff) 2071969515 R19 950 000 Commercial 0,02929 R48 695 R584 336
HCT (Townlands) Registration R569 791 309 Residential 0,01172 R556 496 R6 677 954
Yeast 2015647360 R240 000 ONBEBOUD 0,04131 R826 R9 914
Yeast 5010267657 R4 950 000 Residential 0,01172 R4 835 R58 014
Yeast 5003713200 R23 400 000 Commercial 0,02929 R57 116 R685 386
Yeast 5009217531 R3 600 000 PBOP 0,00293 R879 R10 548
Total R668 846 R8 026 152 R11 195 496 102 0,0716909%
Sensitivity Analysis Rebate Value Net SH Rates Paid|
45% R3 611 768 R4 414 384
Rebats 65% R5 216 999 R2 809 153
75% R6 019 614 R2 006 538

Quantified impact of the proposed rebate

Applying a 75% rebate to the current social housing rates contribution yields foregone revenue of
approximately R6.01 million per annum (75% of R8 million). Set against the City's R11.19 billion rates
budget, this represents less than 0.071% of total property rates revenue

The 75% rebate level is proposed in line with practice in peer metros, where differentiated rating for
social housing has been used as a deliberate developmental instrument while preserving a meaningful
rates contribution from the sector.

Net fiscal impact assessment

When the R6.01 million in foregone revenue is weighed against the direct and indirect contributions
of the social housing sector outlined in the preceding sections of this submission including accelerated
housing delivery, expansion of the rates base as new stock is brought online, increased service charge
revenue from occupied units, and the catalytic effect on inner-city regeneration and spatial
transformation; the net fiscal impact on the City is materially positive over the medium term.

The proposed 75% rebate would therefore not be fiscally irresponsible. The marginal short-term
revenue foregone is significantly outweighed by the long-term economic, social, and developmental
returns generated by an enabled social housing sector. Crucially, this proposal aligns the City's rates
policy with the IDP's own objectives on affordable housing delivery, spatial transformation, and
sustainable urban development and is fully compliant with Municipal Property Rates Act.

6 CONCLUSION

The proposed rates rebate is not a concession, but a strategic lever that enables the City to achieve its
own Integrated Development Plan objectives, particularly in relation to affordable housing delivery,
spatial transformation, and sustainable urban development.



The introduction of either option will strengthen the financial viability of social housing institutions

(including Housing Company Tshwane) and support the continued delivery of affordable rental housing
to low-medium income households in the City of Tshwane.

NASHO appreciates the opportunity to make this submission and remains available for further
engagement.

Signed

&r

Mr Karabelo Pooe,
NASHO General Manager



ANNEXURE 1:
COMPARATIVE METRO PRACTICE

Several metropolitan municipalities have already implemented specific rates provisions for social
housing, either through dedicated property categories or targeted rebates:

Properties owned by SHRA
Western Cape Cape Town City of Cape Town accredited_ Entityaf used for 0.001790 [1:025]
Social Housing
Eastern Cape EastLondon Bufalo City Metro Social Housing Institutions 0.003780 [1:025]
Properties ovyned by a
Gauteng Johannesburg City of J;Z:r;nesburg SHF::?s\i ::Tr:::’ilttuet‘ijoig‘::l 40% rebate to Resi

used for social housing

Eastern Cape Port Elizabeth Nelson Mandela Metro U SO TIEE ey

Property + social housing gl |
The rebate applicable to
Matlosana Local rate on a property for ,
RoCHWESE [ EEEETEILY Municipality Social Housing is 40% of UCE021008 0]

the residential category.

Polokwane Local

Limpopo Polokwane Municipality Municipal Property Exempted

These examples demonstrate the legal and practical feasibility of the approach proposed by NASHO.
The City of Tshwane is well positioned to adopt a similar policy, tailored to its local context.



ANNEXURE 2:

During the 2025/26 IDP process, NASHO made a submission on the draft rates policy proposing rating relief for accredited social housing properties. The final
approved IDP reflected the City's considered response, in which the proposal was not adopted at that stage. NASHO welcomes the opportunity to engage further,
and this submission provides additional context, evidence, and legal grounding in support of the original proposal.

5

Response
Section 19 (1)(a) of the Municipal Property rates Act 2004, Act
6 of 2004 (MFMA), prohibits a municipality to charge
differential rates on residential properties. A valuation
threshold may be granted, but on all properties in a category.
No rebates may be granted on an individual basis.
The threshold was increased from R150 000 to R250 000,

| Comment related to rebates for social housing
« A proposal was received for the introduction of a 75%
rebate on rates and taxes for accredited Social Housing
Properties.

NASHO Response:

meaning that no residential property will be charged any
property rates tax on the first R250 000 of its value.
Pensioners and people with disabilities enjoy conditional
rebates and registered indigents are not charged any property
1 rates tax, irrespective of their property value.

CoT to introduce a 75% rebate for on rates and
taxes for accredited social housing properties

Section 19(1)a of the Municipal Property Rates Act
2004, prohibits a municipality to charge differential
rates on residential properties. A valuation threshold
may be granted but on all properties in a category.
No rebates may be granted on an individual basis

The threshold was increased from R150 000 — R250
000 meaning that no residential property will be
charged any property rates tax on the first R250 000
of its value

Pensioners and people with disability enjoy
conditional rebates and registered indigents are not
charged any property rates tax irrespective of their
property value.

It is NASHOQO’s submission that the City should consider
introducing a rebate for social housing properties in accordance
with Section 15 of the Municipal Property Rates Act, 2004, which
permits municipalities to grant rebates or reductions to specific
categories of properties or property owners. NASHO is not
proposing that the City of Tshwane apply differential rates on
residential properties in contravention of Section 19(1)(a).

NASHO welcomes the increase in the non-rateable threshold.
However, social housing properties are, by design, high-density,
multi-dwelling units located on a single erf and billed under a
single rates account. As a result, the benefit of the non-rateable
threshold is not proportionately realised across individual
dwelling units within a project.

NASHO acknowledges this progressive measure, which supports
indigent households, pensioners, and persons with disabilities.
However, the institutional structure of social housing means that
properties are owned and managed by a single Social Housing
Institution (SHI), which is the registered account holder and rates
payer. While tenants may fall within indigent or vulnerable
categories, they do not directly benefit from these rebates, as
they are not individual account holders. Consequently, both the
tenants and the institutional landlord are effectively excluded
from accessing these relief measures.



