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An Overview of the Public Comments on the Draft Social Housing Regulations
12 September 2011
	Submission 
	Regulation (s)
	Recommendation(s)
	Included
	Not Included

	Business Modelling SA
	3(4)(a)
	The section should be loosened up to allow developers of housing to register as accredited social housing institutions (SHIs) in a manner that will allow developers of units that will be used for social housing to receive the restructuring capital grants, institutional subsidies and grants if an agreement is in place for such transfer.
	
	x

	
	3(4)(b)
	A blanket restriction on control of SHIs could be unproductive and it is recommended that such restriction be relaxed. 
	
	x

	
	3(6)(c)
	Rental boycotts should be added to the wording so that the implementation of policies and procedures is enforced.
	
	x

	
	4(2)
	The date of 30 August 2010 should be revised and updated to an achievable future date.
	x
	

	
	5(2)
	The fee of R50.00 for an inspection of the register and for a copy of an extract should be properly fixed or not charged at all.
	
	x

	
	6 (a)-(i)
	Proper set-up of information collection and storage is important. People at the Social Housing Regulatory Authority dealing with this must be able to interpret and use the information to provide feedback to the sector on relative performance.
	
	x

	
	12(1)
	It is recommended that an independent and experienced property valuer be appointed to value the housing stock.
	
	x

	
	12(3)
	 A suitable disincentive for SIHs should be put in place to engage in unauthorized transfers.
	
	x

	
	15
	A time limit should be set for a response from the Regulatory Authority (RA). 
	
	x

	
	16
	This is a heavy responsibility for the RA to deal with if the review of business plans is done in any depth. It should be considered whether it is necessary for the RA to approve business plans. If it is, then a timeline for approval or rejection of plans, as well as consequences of rejection thereof should be provided.
	
	x

	
	23(8)
	The wording should be changed and be consistent with the existing Social Housing Policy, i.e., rental for 15 years or whatever period should be decided upon, instead of “perpetuity”.
	
	x

	
	27(3)
	Internal rate of return (IRR) should be replaced by Debt Service Cover as the primary measure of financial viability and this should be measured over a period of time instead of just taking the lowest point as it currently happens in the assessment of restructuring capital grants.
	
	x

	
	27(4)
	The RA should let the amount of equity investment be dictated by project financing parameters than stipulating an arbitrary figure. If the Department of Human Settlements is serious about involving the private sector in social housing, then the findings of the study conducted by Learning Strategies for the Social Housing Foundation in 2009 should be acted upon to bring the public and private sector closer.
	
	x

	
	30
	The clause is silent on whether this capacity is required to be in-house or if it can be outsourced. Clarity could be enhanced if the wording was expanded to something like “possess or engage the capacity to effectively manage…” 
	
	x


	
	36 
	There is a need to differentiate between contraventions that are serious enough for punishment (if any) and other less serious transgressions.
	
	x

	Alison Wilson
	23(5)
	The clause should be re-worded to add: “except where units on a project are specifically designated for special needs and where these require development of a self-standing unit on a single erf”.
	
	x

	
	23(6)
	The definition of the types of units is too restrictive. The clause should be amended to accommodate the full range of housing types offered by social housing institutions. 
	
	x

	National Association of Social Housing Organisations (NASHO)
	4(b)
	It is suggested that the definition in this section should be opened on the lines of the following: “subsidiary of another entity that meets the criteria of company’s eligible in section 3(2)(a) to (h) and (3)(a) whose objectives are related to socio-economic development in terms of government policy”.
	
	x

	
	8
	This clause should be amended so that it is made clear that it applies only to the SHI engaging with service providers who have received public funds through the RA so that they can assist with developing the organizational capacity and planning of the SHIs. It should be made clearer that this item does not intend to generally restrict the SHIs’ freedom to select the most suitable service provider to contract with in respect of all other services, other than organizational development.
	
	x

	
	20(f)
	A statement should be made on minimum training for tenants otherwise ‘lack of affordability’ could be used as an excuse for no pre-tenant sign-up preparation. The following phrase should be inserted: “…sustain tenancies with a minimum of established pre-tenant, tenant sign-up and tenant termination training”.
	
	x

	
	23(6)
	The range of units listed is far too limited for the range of stock presently provided by SHIs in their attempt to meet affordability levels. The section should include rooms with shared communal facilities, bachelor units, 1 bedroom, 2 bedroom and 3 bedroom.
	
	x

	
	27(3)
	This provision is not likely to be achieved on some projects, particularly where the project is geared to the lower ends of the targeted beneficiary range. It is suggested that this be set on a project-by-project basis and linked to returns that ensure proper ‘planned maintenance’ programme for the stock.
	
	x

	
	31(2)(a)
	This provision should read as follows: “emergency repairs …malfunctioning or any immediate and serious threat to health and safety”.
	
	x

	
	33(g)(i)
	The following part should be inserted: “…. Or the market value of the social housing portion of the project with vacant possession plus appreciation, whichever is the greater”.
	
	x

	City of Johannesburg 
	2(7)
	It is proposed that “and where necessary inform the applicant on any procedural steps it may wish to take” be included after “… for such decision”. 


	
	x

	
	11(1)
	It is not clear why the period mentioned in this Regulation should be 60 days. Due to the omission of the provision for the mechanism of judicial review and the prescribed time lines associated therewith, the 60 days provided for may be challenged. It is therefore suggested that the time frame of 60 days be re-evaluated.
	
	x

	
	13(2)
	It is proposed that a Regulation be included that will ensure and set out a process of consultation which includes confirmation of consultation.
	
	x

	
	26(4)
	The Regulation does not make provision for an audit process whereof the SHI audits the earnings of occupants or beneficiaries periodically. The consequential negative impact of this omission means that even when occupants are no longer qualifiers (due to earnings above the requisite thresholds and can afford market-related rentals), naturally would not want to relocate. This prejudices other potential social housing occupants hence it is significant that there be some audit process established towards this end. It is therefore proposed that provision should be made to regulate this.
	
	x

	
	32(1)
	It is proposed that “and in accordance with the provisions of the Criminal Procedure Act, Act No. 51of 1977” be included after “…of the Act”.
	
	x

	Dr Toni Lamont
	26(4)
	Clarity needs to be given as to what happens to an existing tenant if his/her income exceeds R7 500 per month due to an increase in income.
	
	x

	Communicare
	3(2)(a)
	The Companies Act (No. 61 of 1973) does not include the concept of a company limited by shares and this Regulation should rather refer to a company with a share capital.
	
	x

	
	3(6)(b)
	The Regulation states that the applicant must have a termination of lease policy in place and there are several references in the Regulations to policies which the applicants or SHIs are required to have. It should be clarified in the Regulations that the applicant or SHI shall be entitled to decide the content of such policies in its sole discretion. 
	
	x

	
	4(2)
	The date on which provisional accreditation shall lapse must be amended to a future date since 30 August has already lapsed.
	x
	

	
	6(f)
	Reference to management accounts should be deleted since the SHI must submit audited financial statements on an annual basis.
	
	x

	
	8
	The Regulation should be amended so that it is made clear that it applies only to the SHI engaging with service providers who have received public funds so that they can assist with developing the organizational capacity and planning activities of the SHIs. It should be made clearer that this Regulation does not intend to generally restrict the SHIs freedom to select the most suitable service provider to contract with in respect of all other services, other than organizational development, building of capacity and institutional support.
	
	

	
	13
	Provision needs to be made for a SHI to appeal the RA decision not to grant permission to the SHI to transfer social housing stock. The Regulation also needs to clarify what the consequences will be for transferring social housing stock without the permission of the RA.
	
	x

	
	16
	The requirement for a SHI to have its business and operational plans approved by the RA seems very restrictive, especially for an organization like Communicare which has been in existence for more than 80 years and which has several different business divisions. The Regulation should be amended so that a timeframe should be set for the RA to approve such plans, failing which the plans will be deemed to have been approved.
	
	x

	
	19(1)(i)
	The Regulation could prove onerous for SHIs since they are already required in terms of, inter alia, the Companies Act (No. 71 of 2008), the NPO Act (No. 71 of 1997) and the Income Taxi Act (No. 58 of 1962) to produce financial information in various forms. It would be more practical and cost-effective for the SHI to submit financial information to the RA in these existing forms, rather than a new form as specified by the RA.
	
	x

	
	21
	The wording in this Regulation is very confusing. It is recommended that the first sentence be deleted and replaced with the following wording: “The Regulatory Authority shall consider the following criteria when evaluating Social Housing Institutions in order to determine whether or not to make grant funding available to them:” 
	
	x

	
	23((5)
	It is recommended that this Regulation be amended to state that: “Housing must compromise primarily of medium-to-high density units”.
	
	x

	
	23(6)
	It is contended that this clause is too prescriptive. It is therefore recommended it be amended to state: “A range of accommodation options should be offered as this allows for long term effective rental management”.
	
	x

	
	23(8)
	This provision needs further clarity.
	
	x

	
	26(2)(a)
	The Regulation needs to be amended to allow for the SHI to include a profit margin and not just recover its costs. It is recommended that the Regulation be worded as follows: “cover per unit operating costs and allow for a reasonable profit margin”.
	
	x

	
	26(3)& (4)
	Provision needs to be made for the minimum and maximum income levels to be reviewed and escalated on an annual basis.
	
	x

	
	27(2)(b)
	An organization like Communicare does not have contingency plans for vacancies and bad debts. These are operational management issues. The more appropriate wording would be “the ability to manage vacancies and bad debts”.
	
	x

	
	27(3)
	This provision is overly prescriptive and severely restricts the SHIs’ ability to function and exist independently. It is argued that it is not possible for a SHI to achieve a return of equivalent to the prime overdraft rate on social housing where rentals are set at 33 per cent of income bands between R3 500 and R7 500. This required rate return far exceeds the average rate of return achieved by Communicare and the sector in general.
	
	x

	
	27(4)
	Classification as a “private sector firm” needs to be defined.
	
	x

	
	29(3)
	Not all SHIs have shareholders and provision should therefore be made for SHIs to report their financial standing to their members as well.
	
	x

	The Home Market & IMIZI Housing Association
	3(4)(b)
	The restriction to control by a SHI would exclude entities of subsidiaries of banks or mortgage lenders. It is recommended that if the intention is to keep away specific institutions from social housing that these are identified rather than applying a blanket restriction, as it is written at the moment.
	
	x

	
	3(6)(c)
	Rental arrears referred to in this provision probably include rental areas resulting from a politically inspired rent boycott. However, as rent boycotts remain a danger to social housing, it is recommended that this is highlighted specifically to enforce the implementation of appropriate policies and procedures.
	
	x

	
	30
	This clause states that the SHI must possess the capacity to effectively manage the financial affairs of the project and the institution. It is, however, silent on whether this capacity is required in-house or it can be outsourced. It is recommended that the wording is expanded to “possess or engage the capacity” to allow for flexibility for institutions which prefer to outsource this function.
	
	x

	
	36
	The clause makes the contravention of “any provision of these Regulations” an offence liable to a fine and/or imprisonment. This implies that directors could be imprisoned for not meeting their debt service cover or maintenance provision targets and can surely not be the intention. It is recommended that a differentiation is made between serious contraventions and others.
	
	x

	Office of the Mayor (City of Cape Town)
	4(2)
	It is recommended that the date of lapsing of provisional accreditation should be reviewed and extended to a date when the Regulations take effect.
	x
	

	
	21
	The Regulation uses the word “invest”. This should be defined to clarify what such “investment” covers.
	
	x

	
	24
	The Regulation refers to the selection criteria and process. It is recommended that this process should involve local municipal data bases against approved criteria to encourage municipalities to support social housing. It is further recommended that Regulation 24 expressly exclude councillors or other politicians from involvement in the selection process and in disputes arising between tenants and the SHI.
	
	x

	
	26(2) & (3)
	The rentals should be reviewed annually, as well as the subsidy quantum, because this is an operational issue with operational consequences. It is suggested that a clause be included making it mandatory to issue annual updates, preferably based on a RA running sustainability models.
	
	

	
	34(c)
	The Regulation should confirm the allocation of the restructuring grant like the Division of Revenue Act (DORA) funds for institutional subsidies.
	
	x

	Karl Trusler 
	26(4)
	This Regulation should be re-worded as follows: “Households earning more than R7,500 per month are not eligible”. The words, “may not be eligible” as written, lack sufficient definition and could keep the RA very busy resolving issues of interpretation.
	x
	

	
	31(1)
	The Regulation should be re-worded as follows: “The social housing institution must have effective maintenance procedures and provisions to ensure that buildings retain their value”.
	x
	

	Blum Khan
	2(6)
	It is recommended that the inclusion of some reference to compliance with the Department of Trade and Industry (DTI) be considered to ensure that the right focus is brought to the transformation of the sector.
	
	x

	
	4(2)
	The date of provisional accreditation should be extended to 31 December 2010
	
	x

	Department of the Premier (Provincial Government of Western Cape)
	4(2)
	The date for the lapsing of the provisional accreditation should be extended from 30 August 2010 to a future date.
	x
	

	
	5(1)(g)
	It is recommended that the register should contain comprehensive details related to all the housing stock under the management at the SHI. This should include information regarding “the public” social housing stock (funded through grants/subsidies) and “private” social housing stock (not funded through grants/subsidies). The distinction between “public” and “private” social housing stock should be very clear. Information related to the management of the social housing stock should also be provided.
	
	x

	
	6
	It is recommended that the following sub-paragraph (j) be added:

“j” status reports on the management of the rental housing stock with statistical evidence on key issues such as the rent collection rate and the allocation of units to beneficiaries to determine fairness”.
	
	x

	
	24
	It is suggested that the Regulation should address the need for a SHI to have a clear communication strategy.
	
	x

	
	28
	It is recommended that this Regulation indicate which external stakeholders/representatives would form part of the Board of Directors or trustees, e.g. whether representatives from the National, Provincial or Local Government or other stakeholders would be part of this Board of Directors or trustees.
	
	x

	
	34(b)
	The National Minister of Human Settlements requests applications for the approval of restructuring zones from all Provincial Governments. These applications are then considered. Previous experience indicates that applications for additional restructuring zones are called for and considered after approximately 4 to 5 years. If the area has, however, not been demarcated as a restructuring zone, the project cannot be developed. This could hamper service delivery. It is therefore proposed that provision should be made for the National Minister to call for proposals for the demarcation of restructuring zones on a regular basis e.g. every six months.
	
	x

	
	34(d)
	It is recommended that the RA develop reporting templates to ensure consistency in reporting between the different provinces.
	
	x

	National Housing Finance Corporation (NHFC)
	1
	It is submitted that this section is not complete and therefore needs to be bolstered. 
	
	x

	
	15(1)
	It is recommended that “must request permission from the Regulatory before implementing” be amended to read: “shall notify”.
	
	x

	
	22(1)(b)
	This section needs to be defined or delineated.
	
	

	City of Cape Town (Land Restitution and Social Housing) 
	3
	It is recommended that the Regulation should state upfront that the Company will also have to pass Quick Scan A, B and C to receive the Social Housing Restructuring Grant.
	
	x

	
	4(2)
	This date is gone already and it is therefore recommended that this should be extended to the date when the Regulations come to effect.
	x
	

	
	21
	It is suggested that the word “invest” be defined so that it gives an idea of what the “investment” includes.
	
	x

	
	24
	It is recommended that this Regulation should confirm the allocation of the Restructuring Grant like the DORA funds for institutional subsidies.
	
	x

	
	26(2) & (3)
	These Regulations should be annually reviewed (like the subsidy quantum) because it is an operational issue, with operational consequences. A clause making it mandatory to issue annual updates, preferably based on RA running sustainability models, should be included.
	
	x
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