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COMMENTS ON THE PROPOSED ‘RENT-TO-BUY’ PROGRAMME: RENTAL &
SOCIAL HOUSING INTERVENTIONS

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 stock 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.

NASHOQ'’s primary objective is to assist in building a strong and sustainable social housing sector in

South Africa.

2 INTRODUCTION FOR SUBMISSION

The proposed Rent-to-Buy Policy has the potential to strengthen South Africa’s housing continuum by
establishing a structured pathway from rental accommodation to affordable homeownership. NASHO
recognises the Department’s objective to broaden tenure options and to support credit-constrained

households.

However, the current policy framework contains several conceptual and structural inconsistencies that
require some refinements. This submission identifies critical areas where the proposal, as drafted, is
misaligned with the core mandate of the social and affordable housing sector, namely: to expand
secure tenure options for low to medium-income households while safeguarding the long-term

availability of affordable rental stock.

This submission addresses the following observed weaknesses in the draft policy:



1. Tenure ambiguity and the contradiction between deferred ownership and social housing
objectives
2. Redundancy with existing First Home Finance instruments
3. Lack of clarity on qualification criteria and institutional arrangements
4. Absence of a defined incentive framework for private sector participation
NASHO supports the expansion of tenure options in principle. However, this support is conditional

upon the resolution of these structural risks through clear policy amendments as proposed herein.

3 SYSTEMIC RISKS AND PROPOSED AMENDMENTS

3.1 Contradiction between deferred ownership models and social housing policy objectives

The introduction of Rent-to-Buy or deferred ownership, as a tenure option within the social and rental

housing space creates policy inconsistency.

While deferred ownership aims to respond to demand for well-located rental accommodation with a
future pathway to ownership, this approach is misaligned with the core principles of the Social Housing

Programme.

3.1.1 Key points of concern

e Social housing is designed to provide secure rental tenure in perpetuity rather than transition
households into ownership.

e Social housing developments, especially in well-located urban areas, are intended to remain
long-term rental assets for lower-income households.

e Introducing any ownership or sales model within the programme undermines its purpose and

directly reduces the stock of subsidised rental units available to future beneficiaries.

Given these contradictions, NASHO maintains that Rent-to-Buy or any deferred ownership model
should not be implemented within the Social Housing Programme or any public-sector rental housing

initiative.
3.2 Clarity concerns on the rationale for Rent-to-Buy in social housing

The policy statement argues that deferred ownership or rent-to-buy arrangements support individuals
who struggle to save a deposit, build credit history, or cover upfront homeownership costs. It further
suggests that these arrangements create a pathway to accumulate the resources needed for eventual
ownership. However, several aspects require clarification or appear to be addressed through existing

mechanisms.



3.2.1 Key questions and observations

The Finance-Linked Individual Subsidy Programme (FLISP), now referred to as First Home Finance
(FHF), already seeks to address many of the barriers cited. This raises a fundamental question: why is

an additional rent-to-buy mechanism required?

FHF is specifically designed to support low to moderate-income households who lack deposits or
require credit enhancement to access mortgage finance. In this context, the rationale for introducing
a further rent-to-buy mechanism within a programme that is primarily rental-focused requires clearer

justification.

There is also ambiguity regarding the reference to “upfront costs”. It is unclear which costs are being
contemplated. If the intention is to refer to costs avoided at the point of ownership, this should be
clearly specified. For example, is the reference to bond registration fees, transfer costs, or other
transaction-related expenses? It should be noted that transfer costs are not eliminated under a rent-

to-buy model but merely deferred.

Similarly, the reference to “necessary resources” that tenants are expected to accumulate lacks clarity.
If this refers to savings for transfer costs, deposit requirements, or improvements in creditworthiness,

this should be explicitly articulated to ensure policy coherence and avoid misinterpretation.

3.3 Redundancy of Rent-to-Buy considering existence of FHF support

The challenges outlined in sections 3.1-3.5 are already substantively addressed through FHF, which
provides a stepped, income-linked subsidy specifically designed to support first-time buyers with
deposits, affordability constraints, and credit barriers. The rationale presented for Rent-to-Buy

therefore duplicates an existing instrument.

Furthermore, no evidence is presented to indicate that a comprehensive evaluation of the FLISP/FHF
programme has been undertaken to determine the causes of low uptake. In the absence of such an
assessment, the introduction of a new tenure model is premature. There is a material risk that the
policy response may misdiagnose the underlying constraints, when the more appropriate intervention

may be to strengthen the design, administration, and market alignment of FHF itself.

3.3.1 NASHO proposed amendment

A full evaluation of the FHF programme should be conducted to identify barriers to uptake before any
new ownership-focussed instrument is developed. The findings of this evaluation should inform

whether Rent-to-Buy is necessary or whether FHF reform would be more appropriate.



3.4 Commentary on section 6: Rent-to-Buy

3.4.1 Section 6.1: “...and save for a deposit”

The assumption that beneficiaries can save for a rental deposit during the Rent-to-Buy period is valid

in a high-interest-rate environment, where rental prices are generally lower than bond repayments.

This enables households to redirect the difference between what would have been a bond repayment

and their actual rental amount towards:

e Building savings for a deposit
e Improving affordability metrics

e Strengthening their credit profile

However, this assumption is less valid in constrained rental markets where rentals may equal or exceed

bond instalments.
3.5 Comments on section 7

3.5.1 Objectives

The overall objectives outlined in Section 7 correctly emphasise credit readiness, improved mobility
within the housing market, and tenure stability for low-to-medium income households. They also
reflect the intended collaboration between government and private sector stakeholders in expanding

access to ownership.

3.5.2 Comment on section 7.1.3 “Incentivise private sector...”

The objective recognises the importance of leveraging private sector capacity, but the policy does not
specify the incentives, instruments, or mechanisms through which this will occur. Without clear detail,

it is difficult to assess:

e The type of incentives envisioned (financial, regulatory, tax-based, risk-sharing, guarantee
schemes, access to serviced land, etc.)

e The intended beneficiaries (developers, lenders, SHIs, conveyancers, or landlords)

e The policy authority and funding framework that would support such incentives

e How these incentives differ from existing programmes offered by the National Department of

Human Settlements, the NHFC, or other entities.

This gap may limit the feasibility and uptake of the programme, as private sector partners generally

respond to specific, predictable, and measurable incentives aligned to their risk—return expectations.



3.6 Comments on section 8: Who would qualify?

3.6.1 General comment on section 8.1 “...to qualify for the benefits under this programme”

The reference to “benefits under this programme” is ambiguous because the policy has not explicitly
defined what these benefits are. As a result, the eligibility criteria feel detached from a clear value
proposition. A definition of “benefits” is required earlier in the policy to understand the purpose,

impact, and scope of Section 8.
3.6.2 Comments on 8.1.2 — “Employed and earning between R3 501 — R22 000"
Alignment with FHF thresholds

e If the intent is to harmonise Rent-to-Buy with FHF, this should be explicitly stated, including

the rationale for the upper limit.
Contradiction with section 3.3

e Section 3.3 indicates that Rent-to-Buy is intended for people earning above the FHF threshold,

yet the income band in 8.1.2 excludes these very households.

This creates a policy inconsistency:
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e According to Section 3.3, the proposed Rent-to-Buy programme targets ‘..middle-income
earners with stable but modest monthly incomes-too high to qualify for subsidies, yet too low
to access traditional mortgages-seeking a pathway to ownership through predictable,
affordable payments’.

e Section 8.1.2 restricts eligibility to those who are ‘employed and earning between R3501 —R22
000'.

The result is that households earning above R22 000, whom section 3.3 explicitly identifies as the
intended target group, would be disqualified under Section 8. This requires alignment and clarification

to avoid excluding the primary intended beneficiaries.
3.7 Comments on section 9: Implementation arrangements

3.7.1 Section 9.1: “The Office of the Home Loans Disclosure shall be the manager...”
a) Possible implication for revising the Home Loans Disclosure Act
If the Office of the Home Loans Disclosure, under the National Department of Human Settlements, is

being assigned new programme management duties beyond its original mandate of monitoring

lending patterns and disclosure requirements this raises questions about:



e Whether the Home Loans and Mortgage Disclosure Act (HLMD Act) would need to be
amended.

e  Whether the office currently has the legislative authority, capacity, and systems to manage
Rent-to-Buy.

e Whether a new regulatory unit or implementation structure is more appropriate.

These issues should be explicitly addressed in the policy. The reassignment or expansion of functions
of a statutory office ordinarily requires clear legal authority, institutional readiness and alignment

between legislation and programme design.

b) Unclear role of accredited service providers

The policy introduces three categories of actors, namely, accredited service providers, private sector,

and non-profit organisations but does not define:

i What each does;

ii. How they differ;
iii. What criteria determines accreditation;
iv. Who accredits them; and

v.  Whether these groups overlap (e.g., NPOs can also be service providers).
This ambiguity creates risks for governance, compliance, and programme oversight.

3.7.2 Section 9.2 “Special concessions would be offered to the private sector...”

The term “special concessions” is broad and undefined. The policy does not specify:

i.  The type of concessions (financial guarantees, tax incentives, development rights, subsidies,
discounted land, regulatory fast-tracking)
ii.  The target group (property developers, banks, SHIs, conveyancers, landlords)
iii.  Whether concessions apply to both large property developers and small-scale landlords
iv.  Which entity is responsible for offering or administering these concessions
V. Without detail, it is difficult to assess feasibility, cost implications, or attractiveness to potential

partners.

In the absence of greater specificity, it is difficult to assess the feasibility, fiscal implications, risk
exposure, or likely attractiveness of the proposal to potential private sector partners. The inclusion of
a more detailed framework, or at minimum illustrative examples, would strengthen the credibility and

implementability of this provision.



3.7.3 Section 9.3 Role of Non-Profit Organisations

The policy states that the programme will “work closely with NPOs with expertise,” but this appears to

overlap with:

i.  Accredited service providers
ii. Private sector implementers

iii.  The mandated government office

The specific operational role of NPOs consumer education, credit-readiness support, advisory services,

dispute resolution, and contract administration is not articulated.

3.7.4 Section 9.4 “Draft and pass legislation for lease-to-own contracts”

Two substantive issues arise in relation to this provision.

a) Clarity on “lease-to-own” as a catch-all term

Earlier in the policy, three distinct mechanisms are referenced: a) instalment sale, b) lease option, and
c) deferred ownership/rent-to-buy. It is unclear whether the term “lease-to-own contracts” is intended
to function as a broad umbrella term that encompasses all three mechanisms, or whether it refers to

a new and separate legal instrument.

This ambiguity is material, as each of these mechanisms carries different legal characteristics, risk
allocations, and regulatory consequences. The policy should therefore provide a clear definition of
what is meant by “lease-to-own” and specify whether it consolidates existing models or proposes the

creation of a distinct tenure form.
b) Potential overlap with existing legislation

The Alienation of Land Act already establishes a comprehensive statutory framework for instalment
sale agreements, including detailed provisions on formal requirements, consumer protections,

cancellation procedures and transfer of ownership.

If one of the contemplated models is already governed by existing legislation, the policy should clearly

identify:

i Which elements require new legislative intervention;
ii. Whether specific gaps in the current framework have been identified; and
iii. Whether the intention is to regulate all lease-to-own arrangements under a uniform statutory

regime.



In the absence of such clarification, there is a risk of duplication, inconsistency, or unintended conflict
with existing statutory frameworks. Any legislative reform in this area should therefore be explicitly
aligned with the prevailing legal architecture to ensure policy coherence, legal certainty, and regulatory

stability.

3.7.5 Section 9.5 “Define rights and obligations of all parties”

This is important for consumer protection, but the policy should indicate:

i.  Whether these rights and obligations will be regulated through legislation, guidelines, or
contracts
ii.  Whether they will apply nationally across provinces and municipalities

iii. How disputes will be managed

This ties back to the need for a clearly defined regulatory framework and unambiguous institutional

responsibilities to support programme integrity.

4 CONCLUSION

NASHO appreciates the Department’s efforts to expand tenure options within South Africa’s housing
continuum and recognises the intention of the proposed Rent-to-Buy programme to respond to
affordability and credit access challenges. The objective of creating structured pathways toward

homeownership for credit-constrained households is acknowledged.

However, the analysis presented in this submission demonstrates that Rent-to-Buy is conceptually,
financially, and institutionally distinct from the Social Housing Programme. Social housing is designed
as a permanent rental-in-perpetuity public asset class, underpinned by balance-sheet sustainability,
cross-subsidisation, and long-term institutional stewardship. Introducing ownership conversion
mechanisms within this framework would fundamentally alter its architecture and risk eroding the

affordable rental stock it was established to protect.

If pursued, Rent-to-Buy should therefore be developed as a separate and clearly delineated housing
instrument, with its own subsidy regime, regulatory framework, funding model, and institutional

arrangements. It should not be embedded within, or conflated with, the Social Housing Programme.

NASHO remains committed to working collaboratively with the Department of Human Settlements
and relevant sector stakeholders to strengthen policy coherence and support the sustainable
expansion of affordable housing opportunities in South Africa. We are available to participate in

further technical engagements should these be required.
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