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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), and Other Delivery Agents (ODA), responsible
for the delivery and management of social housing units and for supporting 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.

NASHO’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. POLICY CONTEXT & RATIONALE

The Social Housing Programme is a government-subsidised rental housing programme targeted at low- to medium-
income households with a gross household income of between R1 850 and R22 000 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:

= Targets low-to-moderate income households
=  Operates on cost-recovery principles, and not profit maximisation
= |tis 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- and middle-
income earners to live in good locations, closer to employment opportunities and economic hubs.

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

2.1. 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. 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- and 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.
These are:

e \Welfare and Humanitarian;

e Health Care;

e Land and Housing; and

e Education and Development, among others.

The majority of Social Housing Delivery Agents (Social Housing Institutions) that are registered as NPCs and have PBO
status with South African Revenue Services under the “Land and Housing” public benefit activity, as social housing
engages in the “development, construction, upgrading, or procurement of housing units for the benefit of households
earning up to R15,000 per month” as per the Income Tax Requirements.

The Amended Municipal Property Rates Regulations on the Rate Ratios between Residential and Non-Residential
Properties, 2009, provides a rate ratio of 1:0.25 for Public Benefit Organisation Property (PBOP). APBOP in the MPRAis
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) on part 1 of the Ninth
Schedule to the Income Tax Act.”

This definition in the MPRA regulations excludes Item 3, “Land & housing,” from the Income Tax Act and, by extension,
Social Housing Properties.

While the MPRA in its current version excludes public benefit activity 3 “Land & Housing,” SARS recognises that the
programme of social housing is a public benefit activity. The current exclusion of Activity 3 “Land & Housing” from the
MPRA Regulations does not preclude municipalities from treating social housing as a PBOP property independently, as
has been done in other Metros (City of Cape Town, Buffalo City, and Nelson Mandela Bay Metro) in their ratings policies.

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, under this Act, municipalities are
responsible for ensuring the sustainable and viable growth of affordable social housing.

4. KEY CONCERN: CLASSIFICATION & RATES BURDEN

The current Rates Policy does not adequately recognise social housing as a distinct category in the rates policy, or
distinct grouping of property owners/rates payers and offer rebates.

In most cases, social housing properties are:
e C(Classified as residential, or
e Treated similarly to commercial rental stock

Which results in higher rates liabilities than the social housing project can sustain, misalignment with public policy
objectives and increased pressure on rentals.

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



5. PROPOSAL

On behalf of our members in the metro we propose:
=  Atargeted rebate for social housing properties in the metro, aligned to the Public Benefit Organisation (PBO)
rate of a 75% rates rebate.
= Alternatively, a standardised rebate of 50% on applicable rates or a phase-in approach where the municipality
offers the institution 30% in the 1st year, followed by an improved 45% in the 2nd year and 60% in the 3™ year.

While the SH organisations and their members would appreciate a 75% rebate in line with PBOP tariffs, the
association and its members are sensitive to the shock of a 75% rebate to the municipalrevenue; thus, we propose
a 50% rebate or the phased-in structure as alternatives.

6. POLICY IMPLEMENTATION

NASHO proposes the following new additions to the rates policy for 2025/26

Exemptions, Rebates and Reductions (“RELIEF”) (Section 7 (5)(1) Municipal Property Rates Act)
Addition of the following:

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

Insert new subsection VI in the current draft property rates policy

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

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' Projectis accredited and under regulation.
jil. 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



7. STRATEGIC ALIGNMENT OF SOCIAL HOUSING (SH) RATES REBATE FOR ETHEKWINI

IDP Strategic Objective

IDP Policy Intent

Strategic Role of Social Housing

Impact of Rates Rebate (Proposal)

Affordable Housing Delivery

Expand access to adequate, affordable
housing

Delivers regulated, affordable rental
housing to metro residents

Reduces cost pressures > enables lower
rentals > improves affordability

Inner City Redevelopment

Reuvitilising the city through creation of
conditions for housing investment

Requires financially viable projects

Improves feasibility > unlocks more social
housing developments & grant funding

Spatial Transformation & Densification

Enhence spatial equity and connectivity

SH projects are located in well-positioned
urban areas. Key Policy Intent of SH

Improved feasibility & viability=> more SH
projects, Supports infill > accelerates
housing in urban areas.

Catalystic Projects

Stimulate economic growth and job
creation

Capital investment = new construction
and local supply chains

Improved feasibility of projects = More
projects = local economic growth &
employment

Community Based Planning

Empower communities

Provides safe, well-located housing

Reduces transport costs > improves
stability, access to local amenities

Long Term Development Framework

Embeded sustainability and resilience into
all planning

Depends on supportive fiscal tools

Aligns rates policy with housing delivery




8. FINANCIAL IMPACT

; Combined : )
Social Housing Projects Category :  Tariff

Monthly Rate

Annual Rate

Property Rates

SH Contrib to Rate Pool

Properties Value
There are 9 SH Projects, between

o . R787490000,00 | Residential | R1,437
3institutions in Ethekwini :

Rebate

R949 661,08

R11395932,96

i Income (Ethekwini)

R9412 383 000,00

0,1211%

Rebate Value Net SH Rates Paid
45% R5 128 169,83 R6 267 763,13
65% R7 407 356,42 R3988576,54
75% R8 546 949,72 R2 848 983,24

= The analysis shows that social housing accounts for a very small share (approximately 0.12%) of

eThekwini’s total property rates revenue.

=  While the discount significantly lowers the rates burden for social housing institutions, its impact on the
municipality’s overall revenue remains negligible, supporting the case for increased rebates without
materially affecting the Ethekwini municipality’s total rates pool.

9. 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.

Signed

r Karabelo Pooe
NASHO General Manager



ANNEXURE 1:

10. Social Housing Rental Units in Ethekwini

The social housing programme is delivered by SHRA-accredited developers, which are Social Housing Institutions
(SHIs) or Other Delivery Agents (ODAs). There are generally two types of SHIs registered in the country: private Not-for-
profit (NPC) entities and municipal-owned entities (MOE), both accredited by the SHRA.

In Ethekwini, the following entities are currently under SHRA regulations, along with their respective social housing unit

counts.
SHIs (NPC) Total Number of SH Units
First Metro Housing Community 2225
KZN SCH 1242
SOHCO 299

In addition to the above, various projects are under construction or in the process of applying for a grant from the SHRA,
which would see this number increase substantially over the next 2 years, significantly increase the city’s rate base,
and create new affordable rental units in the city.

ANNEXURE 2:

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

This section is included for information purposes only and not for any other malicious intent. We aim to provide the
Ethekwini with additional information for consideration, based on recent court cases in the country in which High
Courts have ruled in favour of Social Housing Properties or Institutions against municipalities' property rate 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 the 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:

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

a property known as Aloe Ridge in Pietermaritzburg which consists of 952 residential units;

and

o aproperty 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, as made in terms of Paragraph 1, within sixty (60) days from the date of the
order.






