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COMMENTS ON THE PROPOSED REFORMS TO THE
SOCIAL HOUSING PROGRAMME

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.

2 INTRODUCTION

The proposed reform of the Social Housing Programme presents an opportunity to address systemic
challenges within South Africa's social housing sector. NASHO welcomes the Department’s intention

to modernise the programme, improve municipal integration, and enhance delivery efficiency.

However, the draft reform introduces several structural risks that, if not corrected, may undermine the
long-term sustainability of social housing as a permanent affordable rental in perpetuity asset class, in

addition to missing the opportunity to reform the programme for accelerated future delivery.

This submission is intended to ensure that the reformed programme is viable and sustainable and that
it fulfils its core mandate, which is to increase and protect affordable (social) rental stock for low to

medium-income households as a pillar of spatial and social justice.

This submission identifies some risks in the draft policy reforms:

1. Tenure ambiguity and the introduction of ownership pathways

2. Spatial dilution through weakly regulated “Designated Areas”



3. Retention of co-operative housing within accreditation frameworks

4. Income band distortions and lack of automatic indexation

NASHO supports the proposed reform in principle. However, support is conditional upon the
resolution of these structural risks through clear policy amendments as proposed herein. This
submission must be read with NASHO’s 2025 Social Housing Act & Regulations reforms submission to

the Department of Human Settlement which covers additional critical themes on:

Clear Intergovernmental Relations Mechanism
Access to land & building for the development of social housing
Funding & financial model for social housing

Key roles, responsibilities & powers of role players
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Sector risk & rental boycott

3 POLICY CONTEXT AND STRATEGIC FRAME

The Social Housing Programme, regulated by the Social Housing Regulatory Authority under the Social
Housing Act, was conceived as:

e Arental in perpetuity housing instrument

e A spatial transformation programme

e A balance-sheet based delivery model leveraging government grant and debt + equity

e A public-good asset class serving low-to-moderate income households

The reform must therefore be evaluated against three non-negotiable tests:
1. Does it protect rental stock into perpetuity?
2. Does it strengthen institutional sustainability of delivery agents?

3. Does it advance spatial transformation in well-located urban areas?

Where the draft reform deviates from these principles, these must be reconsidered.

4 SYSTEMICRISK

4.1 Foundational ambiguity regarding tenure and purpose (1.2)

The policy presents contradictions concerning the nature of the Social Housing Programme. The
introductory sections and terminology firmly establish it as a rental or co-operative tenure, which
explicitly excludes immediate individual ownership. This clarity is essential for preserving social

housing as a permanent rental asset for the public good. However, subsequent principles introduce
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multiple pathways for the transfer of units to individual ownership. This ambiguity introduces new

systematic risks:

Erosion of permanent public rental stock

Primarily, ownership threatens the erosion of the limited rental stock and also contradicts the
overarching goal of increasing supply. Furthermore, it introduces potential financial instability
for Social Housing Landlords (SHLs), whose long-term debt obligations and operational models

are predicated on stable rental income streams.

SHL balance sheet destabilisation

The financial model that underpins the sustainability of SHLs and their projects is incompatible
with individual unit ownership models. SHLs rely on predictable rental income to service long-
term debt, undertake long-term maintenance, and build more social housing units. Sale of
units could disrupt cash flow stability and compromise SHL's cash flow, balance sheet, and the

future refinancing of the assets.

Collapse of internal cross-subsidisation

The current social housing model relies on internal cross-subsidisation of rent, where rental
income from higher-income bands supports the rental discount of units for lower-income
households. Converting units to individual ownership would replace this flexible rental income
stream with rigid sectional title levies. As these levies are a flat participation quota, they would
likely increase the financial burden on the very low-income and elderly beneficiaries that the

policy seeks to protect, thereby nullifying the intended social outcome

Hijacking and instability risk

Research!? into the causes of rent boycotts and the hijacking of social housing assets
consistently identifies unfulfilled expectations or perceptions of unfairness, with the prospect
of ownership often emerging as a primary trigger. The introduction of an ownership pathway

therefore presents a risk of destabilising the Social Housing Programme.

Historical experience within the South African social housing sector serves as a cautionary

example. The introduction of rent-to-own models in earlier affordable housing programmes

1 NASHO.2020. Surviving and thriving: Addressing, preventing and overcoming rental boycotts and invasions in social housing: Report on a
sector survey. Available at: https://www.nasho.org.za/wp-content/uploads/Surviving-and-Thriving-Addressing-preventing-and-Overcoming-
Rental-Boycotts-and-Invasions-on-Social-Housing-Projects.pdf. Accessed: 25 Feb 2026.

2 NASHO.2023. Rental Boycotts and Invasions in Social Housing. Available at: www.nasho.org.za Accessed: 25t Feb 2026
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contributed to the financial collapse of several housing associations. This illustrates the
significant institutional damage that can arise from policy ambiguity regarding tenure and

ownership expectations.

4.1.1 NASHO proposed amendments

i Social Housing must be defined as a rental into perpetuity tenure programme
ii. All ownership pathways must be removed completely from the programme to protect the
public asset base, preserve the financial sustainability of SHLs and prevent risk of institutional
failure.
iii. If a deferred ownership-based housing is pursued, this must be a completely separate

programme with its own subsidy regime and regulatory framework

4.2 Transition from Restructuring Zones to ‘Designated Areas’ (2.4; 4.9; 7.1)

The shift from Restructuring Zones to municipally led ‘Designated Areas’ is a positive step towards
local integration. However, NASHO & its members are concerned that this shift could carry the risk of

diluting the programme's foundational objective of spatial transformation.

Without robust mandatory criteria, the selection of Designated Areas may be driven by municipal fiscal
constraints towards cheaper, peripheral land, thereby perpetuating apartheid spatial patterns rather
than reversing them. This potential outcome directly contradicts the policy's own problem statement,
which critiques the current reality where households are located "far away from economic
opportunities". If the Designated Areas are not mandated to be in well-located, urban environments
through enforceable national criteria, the reform risks creating a perverse incentive. Cash-strapped
municipalities may be driven to designate cheaper, peripheral land, thereby locking the programme's
beneficiaries back into the patterns of exclusion the policy was explicitly designed to dismantle. The
absence of firm criteria at the municipal level is the single greatest threat to the spatial transformation

agenda contained within this reform.

4.2.1 NASHO proposed amendments

i. A set of criteria (similar to the current SOP for RZ application) should be developed in
collaboration with National Government for local municipalities.
ii.  The National Department of Human Settlements must have veto powers over poorly identified
or located designations.
iii. Designated Areas must be linked to approved Integrated Development Plans (IDPs) and Spatial

Development Frameworks, and aligned with Land Assembly Policy in the IDP.



4.3 Co-operative ownership in the reformed programme (4.4; 4.7;4.8)

The definition of social housing in the proposed reforms still includes 'co-operative housing’. Evidence
from South Africa’s Social Housing Programme, however, indicates that the co-operative model, while
successful internationally, has failed locally. The continued inclusion of co-operatives as an acceptable

legal form:

i Creates regulatory complexity
ii. Introduces governance instability

iii. Diverts regulatory capacity

4.3.1 NASHO proposed amendment

The co-operative housing option, both within the Social Housing Programme and as a legally

recognised form for accreditation, should be removed.?

4.4 Household income qualification criteria (2.6; 6)

A revised household income criterion of between R1 850 and R30 000 is proposed. Over the past five
years, the Social Housing Programme has progressively increased the upper threshold of the income

bands; however, the lower threshold has remained largely unchanged.

The proposed increase of the upper income band to R30 000 is welcomed. It provides greater flexibility

for SHLs to accommodate tenant income growth over time.

The lower income band(s) presents a growing challenge to the programme and project viability. It is
increasingly misaligned with the national minimum wage or a living wage. The reality and experience
of NASHO members is that people in band 1 and lower band 2 of the rental income bands (including

pensioners) are not able to afford living in social housing properties.

4.4.1 NASHO proposed amendments

i.  The policy should align the lower-income bands threshold to:
e  Minimum national wage or
e anincome level equivalent to two times the state old-age pension.
ii. NASHO supports a subject subsidy for lower income households in social housing to further
offset municipally administered charges and high utility costs, thereby improving affordability.
iii. Introduce automatic annual adjustments linked to CPI or a defined inflation index for income

and rental.

3 SHRA. 2020. Evaluation of Social Housing Cooperatives and Instalment Sale Projects. Available at: https://housingfinanceafrica.org/wp-
content/uploads/2025/01/SHRA-Report-Co-ops-and-Instalment-sale-Nov-2019 Final-report.pdf. Accessed: 25t Feb 2026.
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iv.  Codify frequency of review within the Programme Code.

4.5 Public Benefit Organisation (income tax exemption) risk for SHIs (2.6; 6)

Adjustments to household income criteria while well-intentioned, requires careful consideration by
SHLs and the Department of Human Settlements, particularly in relation to the potential implications
for SHLs established as Non-Profit Companies with Public Benefit Organisation (PBO) status.
Stakeholders should assess whether this inclusion is fully aligned with the requirements of the Income
Tax Act applicable to PBOs and whether it may give rise to unintended consequences for PBO-

registered SHLs to lose their PBO status.

4.5.1 NASHO proposal

National Treasury and the South African Revenue Services (SARS) Tax Exemption Unit should be
consulted extensively with SHIs to discuss the possible unintended consequence of this and how it

could be mitigated.

5 FURTHER REFORMS REQUIRED FOR LONG-TERM SUSTAINABILITY & POLICY CERTAINTY

5.1 Clear exit mechanism for Other Delivery Agents (ODAs)

The reformed programme should introduce a clear, codified exit framework applicable to all delivery

agents, with special attention to ODAs.

At present, there is insufficient policy clarity regarding the processes, regulatory requirements, and
financial mechanisms applicable when an ODA seeks to exit its social housing investment. The absence
of an explicit framework creates uncertainty for lenders, regulators, municipalities, and tenants and

may expose the programme to unmanaged asset transfers, regulatory gaps, or erosion of public value.

5.2 Municipal rates reform

Alignment of the Municipal Property Rates Act to recognise social housing as a concessionary public

benefit activity.

5.3 Subject subsidy

Eligible social housing beneficiaries should be able to access subject subsidies similar to indigent
subsidies offered by local municipalities to indigent households as articulated in the Human Settlement

White Paper 2024.



5.4 Standardised grant indexation

Automatic escalation of the Consolidated Capital Grant to adjust with construction cost inflation

annually.

5.5 Institutional capacity building

Structured support for key role players in the social housing sector, including SHLs, municipalities, and

lenders.

5.6 SHRA funding pipeline & Project Delivery Uncertainty

The draft reform does not address operational blockages within the SHRA funding pipeline, which
remain one of the biggest constraints to the expansion and effectiveness of the Social Housing
Programme. The existence of highly bureaucratic pipeline and project approval processes creates a

substantial planning and execution risk for all social housing delivery agents.

Uncertainty on project approval or consideration, increases development holding costs, weakens
lender confidence, and constrains SH delivery. The reformed programme should therefore introduce
clear, transparent, and time-bound SHRA funding decision-making requirements, supported by
structured pipeline reporting and accountability mechanisms. Without predictable approval
timeframes and budgets, policy reform will not translate into accelerated and sustainable programme

delivery.

5.6.1 NASHO proposes

i. A review of the SH funding instrument, funding eligibility criteria and project approval

processes.

5.7 Elderly tenants living in Social Housing

The provisions in sections 1.4 and 10.1 require careful reconsideration to avoid unintended
consequences for elderly households currently residing within social housing stock. While
prioritisation of vulnerable and elderly persons is supported in principle this should be in an alternative
human settlement programme. The policy should not create an expectation of transfer to fully

subsidised housing or external provincial accommodation as a default pathway.

Referral of elderly tenants in social housing facilities should be voluntary, needs-based, and supported
by comprehensive beneficiary counselling. The reform should explicitly recognise that long-term

residency in social housing does not automatically imply eligibility for relocation or tenure transfer.



5.7.1

NASHO proposes

The development of alternative specialised accommodation for older persons’ programme.
This would increase alternative supply options while protecting the integrity of the social
housing programme.

Exploration of a targeted government rental support instrument/grant for elderly tenants. This
rental grant would be paid by government to SHLs on behalf of elderly qualifying tenants.

e Any such interventions should be carefully structured to avoid shifting the programmes

primary focus away from the intended beneficiaries.

It must be unequivocally recognised that social housing units are not designed; either physically,

operationally, or in terms of support services, to accommodate the specific needs of elderly persons

requiring assisted or specialised care.

4. CONDITIONS FOR SUPPORT

The reform of the Social Housing Programme presents an important opportunity to strengthen

institutional sustainability and advance spatial justice.

However, reform must not inadvertently weaken the core architecture of social housing as:

A permanent rental into perpetuity tenure instrument
A balance-sheet based institutional model

A spatial restructuring housing programme

NASHOQ’s support for the reformed Social Housing Programme is conditional upon the resolution of the

foundational risks identified in this submission. Our position is defined by two non-negotiable

principles:

Social housing should be definitively established as a permanent rental into perpetuity housing
option. Pathways to individual ownership must be excluded entirely from the programme to
protect the public asset base, preserve the financial viability of SHLs, and prevent the risks of
institutional failure, social instability, and tenant exploitation identified through sector
experience. NASHO further recommends that if the Department wishes to pursue an
ownership-focused affordable housing product, it should be developed as a separate,
dedicated programme with its own distinct subsidy mechanism, institutional framework, and
regulatory environment, rather than being conflated with the rental-focused Social Housing

Programme.



b. The transition to municipally led ‘Designated Areas’ should be governed by mandatory
national criteria that enforce proximity to economic opportunities, public transport, and social
amenities. The policy must contain instruments to prevent the perpetuation of apartheid
spatial patterns and empower provincial and national oversight to reject designations that fail
to advance spatial transformation.

c. The cooperative housing model should be removed as a recognised form of social housing and
for SHL accreditation, given its significant operational challenges within the South African
context.

d. Clarity needs to be provided on the application of the Institutional Subsidy to enable cross-
subsidisation, and the implications for SHLs with Public Benefit Organisation status must be

assessed to ensure alignment with the Income Tax Act.

The success of the proposed reform hinges on the policy’s clarity of purpose and the strength of its

instruments to deliver integrated, sustainable communities.

5.8 Retrospective subsidy mechanism
The Department has indicated that it is testing a retrospective subsidy mechanism to address affected
or stalled projects. It is unclear whether the current limitation on retrospective subsidy application is

a matter of policy design or an internal administrative restriction. This requires clarification.

Where appropriate safeguards are in place, the inclusion of a formal retrospective subsidy provision
within the Social Housing Programme reform could provide a practical mechanism to unlock stalled
projects, stabilise distressed developments and accelerate delivery without compromising regulatory

oversight.

5.9 Recognition and regulatory alignment of MOEs

The reform framework should explicitly recognise MOEs as a formal category of social housing delivery
institution. Current regulatory formulations appear to exclude or inadequately accommodate MOEs,
despite their material role in delivery and asset management. Clear regulatory provisions tailored to

MOEs and ODAs are required to ensure consistent accreditation, oversight and operational certainty.

The Act and Regulations should also explicitly allow SHIs and MOEs to outsource property
management functions where appropriate, subject to regulatory compliance, to enable operational

efficiency and professional asset management.
5. CONCLUSION

As a member-based body representing SHLs across South Africa, NASHO appreciates the opportunity

to provide input on the proposed reforms to the Social Housing Programme. We remain committed to



engaging constructively with the Department of Human Settlements and stand ready to participate in
any further discussions or provide additional information or clarification that may be required to

support this submission.

The proposed reforms present an important opportunity to strengthen the social housing sector and
advance its core mandate of providing permanent, affordable rental accommodation in well-located
areas. With the necessary clarifications and amendments as outlined above, the reformed programme
can achieve its intended objectives while preserving the integrity and long-term sustainability of the

sector.

We thank the Department for considering our submission and look forward to a continued partnership

in shaping a responsive and effective social housing policy framework.

Karabelo Pooe

General Manager, NASHO
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