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COMMENTS ON THE DRAFT DEVELOPMENT CHARGES REGULATIONS, 2026

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 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.

PURPOSE OF THE SUBMISSION

NASHO appreciates and welcomes the Draft Development Charges Regulations, 2026. Some of the regulatory
provisions directly align with the framework and direction of the White Paper on Human Settlements:

e Regulation 8(2) requires that all development charges be held in “cash backed reserves” and used for
their intended infrastructure purposes “within a period not exceeding three years”, which is a key
safeguard for accountability.

e Regulations 2(5) and 2(7) prescribe that only costs attributable to meeting new demand from additional
land development may be used to calculate the development charge, explicitly excluding costs for
backlogs or renewal of existing assets.

e Regulation 2(3) mandates that anticipated land development and capital expenditure must be
“consistent with the municipality’s Integrated Development Plan, Spatial Development Framework and
any other applicable sector plans”, which reinforces integrated, planned human settlements.

e Regulation 8(1) obliges municipalities to annually disclose the total development charges received, the
value of developer-installed infrastructure, and a full list of all rebates and exemptions granted. This
promotes transparency and public accountability.



These provisions are consistent with the White Paper on Human Settlements’ goals of transparency, equity, and
municipal accountability as part of a reformed, integrated human settlements framework.

However, in its current form, the Draft Regulations contain some gaps that materially undermine the White
Paper's explicit designation of social housing as a strategic priority requiring active fiscal support. Most critically,
the Regulations are entirely silent on social housing as a category warranting differentiated treatment, leaving
rebates and exemptions to unguided municipal discretion.

OBSERVED GAPS AND PROPOSED REMEDIES

NASHO does not oppose development charges as a matter of principle. We recognise that:
e Municipalities require sustainable funding for bulk infrastructure;

e Standardised methodologies reduce the unpredictability that has historically disadvantaged social
housing developers; and

e The ring-fencing and disclosure provisions in the Draft Regulations (Regulation 8(2) on cash-backed
reserves and Regulation 8(1) on annual disclosure of receipts, offsets, and rebates) represent genuine
improvements in municipal accountability.

However, the absence of any express provision for social housing in the Draft Regulations is not a minor omission.

The Regulations do not refer to "social housing," "affordable housing," or "SHRA-accredited development." They
create no mandatory rebate or exemption category for such developments. If is gap is left unaddressed,

municipalities will remain entitled to impose full development charges on social housing projects, which renders

many social housing project unviable.

NASHO has identified the following gaps in the Draft Regulations, along with proposed remedies:

Observed gaps Proposed remedies

The regulations do not mention social housing or
affordable housing. Rebates and exemptions are
entirely discretionary.

Introduce a mandatory rebate of at least 50% for SHRA-
accredited developments. A new Regulation 5(1A) could give
effect to this.

Regulation 2(1) prescribes only Growth Costing
and Current Replacement Cost. No marginal cost
option where spare bulk capacity exists.

Add a marginal cost option for cases where an independent
engineer certifies spare capacity, capped at 20% of the
standard unit cost. A new Regulation 2(15) would address
this.

No appeal mechanism exists to challenge a
municipality's DC calculation, rebate denial, or
offset valuation.

Establish an appeal to the Municipal Planning Tribunal or
Provincial Treasury, with a binding decision within 60 days. A
new Regulation 10 would achieve this.

Regulations 4(3)(a) and 5(4)(a) tie committee
meeting deadlines to undefined "municipal

planning by-law" periods.

Set a default meeting deadline of 21 days from application
receipt in Regulations 4(3)(a) and 5(4)(a).

Regulations 4(4) and 5(5) impose a 30-day
notification deadline with no consequence for
non-compliance.

Provide that an exemption or rebate is deemed granted if the
municipality misses the 30-day deadline. New Regulations
4(5) and 5(6) would address this.




Observed gaps Proposed remedies

The Regulations assume sophisticated capacity | Require National Treasury to issue tiered implementation
(master plans, disaggregated budgeting) that | guidelines and transition periods for Category B2, B3 and C
many municipalities lack. municipalities within six months of promulgation.

Climate resilience & innovative infrastructure The Draft Regulations make no provision for DC relief tied to
climate-resilient or green building methods (including
infrastructure alternatives), despite the Human Settlement’s
White Paper's incentive proposals.

Regulation 2(8) does not exclude grant-funded | Amend Regulation 2(8) to expressly exclude from the DC cost
infrastructure from the DC cost base, producing | base any bulk engineering services capital costs that have
double recovery where infrastructure is already | been funded through national or provincial conditional
financed by fiscus (USDG, HSDG) is charged | grants e.g including HSDG, USDG,

again to developers

DETAILED ANALYSIS: CRITICAL GAPS AND THEIR CONSEQUENCES

The Social Housing Omission

The Draft Regulations fail to recognise social housing altogether. This is not only a material omission, but also a
missed opportunity to address longstanding structural misalignments between the social housing programme
and other legislation that pose real risks to feasibility and delivery of social housing

The Human Settlements White Paper clearly commits to reforming the social housing programme, including
amendments to funding models and the introduction of municipal rebates to improve affordability. The phrase
'municipal rebates' and “exemptions” is directly relevant to Development Charges. The White Paper is signalling
that municipalities should provide fiscal relief to social housing developments, yet the Draft Regulations leave
this entirely to municipal discretion

Leaving exemptions and rebates for social housing to municipal discretion, In practice, is problematic given fiscal
pressures, limited understanding of the sector, past resistance in some areas. Since Development Charges
directly impact project feasibility, this approach risks undermining delivery in a sector identified as a national
priority.

Recommended Action

The Draft Regulations should be amended before promulgation to include a mandatory provision requiring
municipalities to recognise social housing (as defined under the Social Housing Act 16 of 2008 or as amended
and accredited by SHRA) as qualifying categories for rebates or exemptions. The default rebate threshold.

No Differentiation by Housing Type

The Draft Regulations provide no mechanism whatsoever to differentiate DC liability by the affordability profile
of the end-user housing product. A developer delivering 100 affordable and or social rental units at between R2
000 R6000/month rent pays the same DC as a developer delivering 100 luxury apartments at R15 000 — R35 000
per month. This flat, regressive structure of calculating DC is not only a policy oversight, it is fundamentally
inconsistent with the Constitution, the statutory and policy architecture within which the Draft Regulations must
operate within, and the National Housing Code which stipulates “fairness & equity” as fundamental principle of
housing policy.

International comparisons are instructive: jurisdictions including Australia, the UK (Community Infrastructure
Levy), and the USA (Impact Fees) routinely provide mandatory DC or infrastructure levy waivers or reductions



for affordable housing, social housing, and low-income rental. The White Paper's section on international
benchmarking (s2.2) explicitly references these comparisons.

Recommended Action

The Draft Regulations should include a Schedule or Appendix defining categories of development eligible for
mandatory partial or full DC exemptions or rebates for government subsidised housing programmes under
the Housing Code, including social housing developments accredited by SHRA. This would give the Regulations
the cross-cutting affordability dimension that the White Paper demands.

This will give effect to the equity principle of the National Housing Code, the spatial justice imperative in
section 7 of SPLUMA, and the State's obligation under section 26(2) of the Constitution to take reasonable
measures toward the progressive realisation of the right of access to adequate housing.

CONCLUSION

The Draft Development Charges Regulations, 2026 represent a welcome step toward fiscal standardisation and
accountability. But a framework that remains silent on social housing will fail households and communities that
the White Paper places at the centre of South Africa's human settlements transformation. We therefore urge the
National Treasury to consider and adopt the proposed amendments before promulgation.

NASHO is available to discuss this submission, the proposed amendments, or any related matter.

Signed

r Karabelo Pooe
NASHO General Manager



