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CITY OF JOHANNESBURG 2026/2027 IDP & BUDGET SUBMISSION

RATES POLICY SUBMISION
Optimising Rates Policy to Unlock Social Housing Delivery in City of
Johannesburg

1. Introduction and Standing

NASHO is the national representative body for Social Housing Institutions (SHIs) operating in South
Africa, including those accredited by the Social Housing Regulatory Authority (SHRA). Our members
develop, own, and manage affordable rental housing within designated Restructuring Zones, serving
tenants with gross monthly household incomes in the band of R1 850 to R22 000, as prescribed in
SHRA'’s accreditation framework. NASHO engages municipalities on the fiscal conditions that enable
or constrain social housing delivery, and our submissions are grounded in financial modelling, sector
data, and comparative municipal benchmarking.

These comments are submitted in the spirit of constructive partnership with the City and in support
of its stated commitment to Financial Sustainability, Sustainable Service Delivery and Good
Governance as articulated in the strategic thrusts underpinning the Draft Tariff Determination

2. Recognition and Commendation: The 40% Social Housing Rebate

NASHO records its sincere appreciation to the City of Johannesburg for its foresight and commitment
to inclusive urban development in adopting and maintaining a dedicated rates relief category for
SHRA-accredited Social Housing Institutions.

Section 6.17 of the Draft Rates Policy 2026/27 provides that a 40% rebate on the applicable
residential rate is available to properties owned by SHRA-accredited SHIs and used for social
housing, subject to the requirement that at least 60% of residential units are occupied by tenants
within the SHRA income band. The proposed residential rate for 2026/27 is 0.009889 cents in the
Rand, yielding an effective social housing rate of approximately 0.005934 cents in the Rand after
the 40% rebate.

When the City introduced this rebate in 2024/25 FY, it took a principled and evidence-based
position that social housing is a public good deserving of not unlike the City’s treatment of public
benefit organisations, heritage sites, and properties used for the protection of animals, all of which
attract comparable or greater rates relief under the Policy. The decision was not merely a concession



to a sector; it was a strategic investment in the long-term social and economic fabric of
Johannesburg.

3. Demonstrated Impact: The Fiscal and Social Returns to the City

The adoption of the 40% social housing rates rebate has had measurable and positive
consequences for the City. NASHO records the following outcomes since the rebate’s introduction:

3.1 Stimulated Investment and Pipeline Growth

The certainty of rates relief has materially improved the feasibility of social housing developments
within the City of Johannesburg. Property rates constitute a significant line-item in social housing
operational budgets, typically representing between 4% and 8% of total operating expenditure. Even
a partial reduction directly improves project viability at the pre-development modelling stage, which
determines whether a scheme proceeds to SHRA for capital grant funding.

Since the introduction of the rebate, the City of Johannesburg has attracted approximately:

* R2 billion in committed social housing investment, spanning new developments that have
since been tenanted and projects that are currently in construction and will be tenanted within
the next 6 — 12 moths.

* Approximately 4500 new social housing units developed or in active delivery, directly
addressing the City’s human settlements backlog.

These figures represent real transactions: SHIs have committed land, secured SHRA grants, drawn
down on development finance, and commenced construction within the City because the business
case was supportable. The rates rebate was a foundational input to that business case.

3.2 Expanded Rates Base

Each new social housing development brings a previously under-utilised or vacant site into
productive, assessed use on the General Valuation Roll. Social housing schemes are typically
medium-to-high density, often located on infill sites or within regeneration nodes where the City holds
strategic interest a developed social housing scheme is assessed as residential property at the base
rate, generating stable, recurring rates revenue to the City for the life of the building.

The 4500 units developed/in progress on previously rateable land or upliffment of vacancy to
productive use is a permanent expansion of the City’s tax base a contribution to fiscal sustainability
that outlasts any single budget cycle.
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The above table, shows the current social housing units under management in City of Johannesburg
as compared to other municipalities across the country.
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The above table, show the social housing pipeline across the country, noting that Johannesburg has
the highest number of social housing projects in the pipeline with 15 projects, that would yield 7 701
units. This affirms that the rates concessions approved at 40% have stimulated growth of social
housing and will support project feasibility increasing the city’s rates based for the long term.

3.3 Services Revenue: The Multiplier Effect

Rates revenue is not the only stream the City earns from social housing. Occupied social housing
units are occupied households each consuming water, electricity, and sanitation services billed
directly by the City or its entities. The services revenue earned from social housing tenants according
to NASHO/SHRA study on social housing typically at least two times (2x) the gross rates revenue
generated from the same property. A scheme with 200 units generating R40 000 per month in rates
revenue is simultaneously generating in excess of R80 000 per month in gross services income, on
conservative assumptions.



The rebate does not reduce services revenue it reduces only the rates component. The City’s
aggregate revenue yield from a social housing development with the rebate in place significantly
exceeds what would be earned from a vacant or underdeveloped site paying full rates.

3.4 Human Settlements and Planning Targets

The City of Johannesburg’s Integrated Development Plan and spatial planning frameworks commit
it to addressing housing need, densification, and the creation of integrated, inclusive urban
environments. Social housing, by definition, is the delivery instrument for precisely these objectives:
it targets income households for whom private rental is unaffordable, it operates at density, and it is
anchored in Restructuring Zones gazetted to address spatial apartheid.

Each social housing unit delivered in the City is a measurable contribution to housing delivery
commitments reported to the national Department of Human Settlements and the SHRA. The rates
rebate is, in this context, an instrument of planning policy as much as fiscal policy.

4. NASHO’s Proposal: Increase the Rebate to 65%

Notwithstanding the commendable introduction of the 40% rebate, NASHO respectfully submits that
the current level of relief is insufficient to sustain the momentum of social housing delivery in the
City and to remain competitive with comparable municipalities. NASHO proposes that the City
increase the social housing rates rebate from 40% to 65% with effect from the 2026/27 financial
year.

4.1 Financial Impact of the Proposed Increase

The table below illustrates the rates impact at the proposed 65% rebate, benchmarked against the
current 40% position and the full residential tariff:

Scenario Rebate Effective Tariff Monthly Rate
(cents/Rand) (R1m property)
Full Residential Rate (no rebate) 0% 0.009889 R824
Current Position (Cod 2026/27) 40% 0.005934 R494
NASHO Proposal (CoJ 2026/27) 65% 0.003461 R288

On a 200-unit scheme valued at R40 000 000, the proposed 65% rebate translates to a saving of
approximately R57 600 per annum relative to the current 40% position. In a sector where financial
models are stressed by above-inflation increases in insurance, maintenance, and municipal charges,
this reduction is material and directly translates into improved project cash flows and longer-term
financial sustainability of SHIs.

The above, assumes no other rebates and impermissible rates in its calculation for simplicity.

4.2 The City Remains the Beneficiary

NASHO'’s proposal does not ask the City to forgo revenue it currently earns. It asks the City to invest
a modest additional rebate into the conditions that sustain and grow social housing delivery within
its jurisdiction — an investment that will continue to yield the services revenue multiplier, the
expanded rates base, and the human settlements delivery outputs documented in Section 3 above.

The sector’s experience is consistent: schemes that struggle financially reduce maintenance
expenditure, defer capital replacements, and eventually deteriorate into the very inner-city decay



that the City’s own CBD Rejuvenation Incentive (Section 6.21 of the Draft Policy) is designed to
reverse. Proactive fiscal support for social housing is urban management as much as it is housing

policy.

5. Comparative Benchmarking: How the City of Johannesburg
Compares

NASHO’s proposal is firmly grounded in comparative practice across South African municipalities.
The table below reflects the current rating treatment of social housing in selected metropolitan and
local municipalities:

Rebate / Relief
Mechanism

Province Municipality Rating Category

SHRA-accredited Entity =~ Dedicated social housing

Western Cape City of Cape Town _ Social Housing tariff
Eastern Cape Buffalo City Metro Soqal Housmg De_d|cated social housing
Institutions tariff
City of SHRA-accredited SHI —  40% rebate to residential
Gauteng : .
Johannesburg Social Housing rate
Nelson Mandela PBO Property + Social PBO tariff (social housing
Eastern Cape . -
Bay Metro Housing eligible)
o . .
North West Matlpgang Local Social Housing 40% of residential category
Municipality rate
. Polokwane Local Municipal Property
Limpopo Municipality (social housing) Fully exempted
Gauteng City of Tshwane Social Housing No rebate or concession

Source: NASHO comparative municipal rates survey

The benchmarking data reveals a clear and instructive pattern:

» City of Cape Town applies a dedicated social housing tariff equivalent to the public benefit
organisation rate as an independent category in the rates policy. This is the most progressive
position in the country and reflects Cape Town’s strategic use of rates policy to attract social
housing investment into the metro.

» Buffalo City Metro and Nelson Mandela Bay Metro similarly have aligned their rates
policies to public benefit organisation properties at 0.025

+ Polokwane fully exempts social housing from rates, recognising that social housing assets
are functionally analogous to public benefit infrastructure.

* The City of Johannesburg at 40% is, on this comparative basis, at the lower end of the
relief spectrum compared to other metros despite being South Africa’s largest metropolitan
economy with the greatest potential social housing pipeline.



6. Additional Supporting Considerations

6.1 Alignment with the MPRA and Housing Legislation

Section 3(3)(b) of the Local Government: Municipal Property Rates Act, 6 of 2004 (MPRA) requires
a municipality’s Rates Policy to take account of ‘the promotion of local, social and economic
development”. Social housing is, by its statutory definition under the Social Housing Act 16 of 2008,
a mechanism for the delivery of affordable rental housing within Restructuring Zones designated in
partnership between municipalities and the SHRA. A municipality that actively facilitates social
housing delivery through its rates policy is fulfilling the developmental mandate of the MPRA, not
derogating from it.

Section 15(2)(e) of the MPRA expressly permits the City to grant rebates to categories of property
owners for developmental and social purposes. The existing rebate for high-density residential
developments (5%), township industrial developments (25-75%), and CBD rejuvenation incentives
(25—-75%) all apply this provision to stimulate investment. Social housing warrants at least equivalent
treatment.

6.2 Sector Sustainability and Long-Term Asset Quality

Social housing developments are financed through a combination of SHRA capital grants,
institutional debt (from the NHFC, commercial banks, and Development Finance Institutions), and
rental income. Financial models are typically built on tightly constrained cash flow assumptions over
20-year asset life projections. Rates form a fixed, non-negotiable operating cost that reduces the
surplus available for debt service, reserves, and maintenance.

An increase in the rebate from 40% to 65% improves financial sustainability at the institutional level,
supports the City’s long-term interest in well-maintained, occupied buildings within its urban fabric,
and strengthens the ability of SHIs to reinvest surpluses in new pipeline development.

7. Summary of NASHO'’s Proposals

NASHO respectfully submits the following proposals to the City of Johannesburg for consideration
in the finalisation of the 2026/27 Rates Policy and Tariff Determination:

# | Proposal Policy Reference

Increase the social housing rates rebate from 40% to
65% with effect from 1 July 2026, applicable to all
qualifying properties owned by SHRA-accredited SHIs
used for social housing purposes.

Section 6.17.7, Draft Rates Policy;

Maintain all existing qualifying criteria under Section

2 6.17, including the 60% income-band occupancy
threshold, the requirement for SHRA accreditation, and
the provision of tenant income documentation.

Section 6.17.1-6.17.4

NASHO remains committed to a constructive engagement with the City and is available to meet with
the Property Branch and Budget Office to discuss these proposals in further detail, including the
provision of sector financial modelling to support the City’s analysis. We appreciate the opportunity
to participate in the budget consultation process and commend the City for its continued commitment
to inclusive development.
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Karabelo Pooe
NASHO General Manager



