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1. Impact of COVID-19 on metro finances and property rates

Property rates play a substantial role in the own revenue 
capacity of metros. The authority of municipalities to set 
their own annual rates policies provides an opportunity to 
balance their revenue objectives with efforts to assist low 
income households as part of their poverty reduction and 
local economic development mandates. 

Alongside monthly bond payments, monthly bills for 
utility charge and property rates can challenge the 
affordability of home ownership for low income 
households. Instruments of rates policies—such as the 
residential exclusion threshold (RET) and means-tested 
rates rebates for low income households—are therefore 
powerful tools for municipalities to stimulate investment 
in the local residential property market, while also 
improving the affordability of home ownership for low 
income households. 

This Focus Note first examines the felt and potential impact of COVID-19 on metro rates revenue, and then, using 2019 
deeds data obtained from Lightstone Pty Ltd., provides an analysis of the impact of the RET on the affordable housing 
sector. With better use of valuation and deeds data, metros can more accurately target the RET, and thus improve its 
accuracy in supporting the affordable housing sector. 

Figure 1. Municipal operating revenue: Fourth quarter 
2018/19 vs. 2019/20

In contrast to local and district municipalities which raise less 
than half of their revenue themselves, metro municipalities 
draw on own revenue (service charges and property rates) for 
84% of their total revenue. However COVID-19 has dealt a 
heavy blow to local government finances. While GDP-R 
growth rates for metros ranged from -1% to 2.0% in 2019, in 
2020 all eight metro economies contracted by at least 8%.1

Metros were hit by the pandemic on both the revenue and 
expenditure sides. 2 Income from service charges dropped by 
76% as consumption of water and electricity declined, due to 
businesses closures. Under strict Level 5 lock-down 
restrictions, income from the rental of municipal facilities, 
usage of public pools and other amenities virtually 
disappeared. Those metros with limited automation systems 
for payment of services also saw a deterioration of collection 
rates. As shown in Figure 1, total own revenue collection in 
Q4 of the 2019/20 municipal financial year (ending 30 June 
2020) dropped sharply compared to Q4 of the previous year, 
2018/19. 

Source: National Treasury (2021). Budget 2021: Budget Review. 
24 February 2021. Pg.77.

At the same time, metros (home to over two thirds of the South African population), were hardest hit by the social and 
economic impacts of COVID-19 and confronted with increased disaster management responsibilities and spending 
pressures as a result of the pandemic. The number of indigent households eligible for free basic services increased with 
unemployment. Metros also had to step up the emergency provision of water and sanitation services in informal 
settlements so that residents could follow safety and hygiene protocols. Additional sanitation services were needed for 
transport centres, city vehicles and buildings, and temporary shelter was provided for the homeless.

FOCUS NOTE: Exploring the impact of metro rates 
policies on the affordable housing sector
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2. Adapting rates policies to alleviate the impact of COVID-19 on 
ratepayers

Figure 2. Metro property rates and service charges 
collection rates prior and during COVID-19 lockdown
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Source: National Treasury (2021). “Impact of COVID-19 on the 
Metros.” Presentation by Malijeng Ngqaleni, DDG: IGR, National 

Treasury, to Dullah Omar Institute Webinar, 18 February 2021. 

Apart from increased spending pressures for sanitation, 
social, health and housing services, metros also 
confronted underspending on capital budget and 
national transfers, as activity in the construction and 
maintenance sectors stalled. 

Although not as badly impacted as income streams 
from service charges, revenue from property rates has 
also been undermined by the pandemic. Back in June 
2020, metros were reporting that their revenue 
collected in April fell by about 30 per cent on average.3

As shown in Figure 2, National Treasury reports that 
metro property rates collection, which stood at 93% 
prior to COVID-19, worsened to 86% during the 
pandemic.4

Lower rates revenue was also due to relief measures 
implemented by metros in the latter half of 2020, to 
provide assistance to households hard-hit by the 
economic impact of the pandemic. For example, 
Johannesburg suspended credit control measures 
during the lockdown, which led to an under-collection 
of R1.4 billion for the year to date in April 2020.5

Some of the impact of COVID-19 has been immediate: 
drops in income from service charges and increased 
expenditure for support services were immediately 
visible in the monthly accounts. However, the decline in 
GDP growth will also have longer-term impacts on 
revenue items such as property rates. Although 
municipalities undertake a supplementary valuation 
each year, a full updated General Valuation (GV) Roll is 
only done every four years. If the pandemic ultimately 
results in depressed property prices, this will lead to 
lower valuations in future GVs, implying reduced rates 
revenue.6

However the residential property market appears to be 
rebounding since the easing of lockdown restrictions in 
July 2020. This is partly driven by pent-up demand as 
the Deeds Office was closed for a number of months, as 
well as historically low interest rates which have 

especially prompted a surge in first-time home buyers 
keen to step onto the property ladder.7 The low interest 
rates and willingness of some banks to offer 100% 
mortgages created an uptick in activity towards the end 
of 2020; this activity may well continue into 2021.8

Although, in the long term, low employment levels and 
slow economic growth, household affordability will be 
largely determined by broader economic factors. 

Looking forward to 2021/22, fiscal consolidation policies 
at national level have included significant drops in 
transfers to local government, including a 
R15.5 billion cut from the local government equitable 
share, and a R2 billion cut in direct conditional grants.9

Looking forward, it’s likely that an overall slow economic 
recovery across South Africa could see a concurrent slow 
recovery in income from service charges. The impact of 
COVID-19 on metros’ new general valuation rolls will 
depend on the ability of the residential property market 
to sustain its recovery over the next 2-3 years.

Section 17(1)(h) of the Municipal Property Rates Act 
(MPRA) prohibits municipalities from levying rates on 
the first R15 000 of the market value of residential 
properties. This residential exclusion threshold (RET) is 
one of the most efficient means of providing relief to 
poor households through rates policies, but is not the 
only vehicle available to local government. 

The MPRA also empowers municipalities to provide relief 
to residents through exemptions, reductions and rebates 
on property rates to targeted groups (Section 15 (1) and 
(2)).  Most metropolitan municipalities give a 100% 
rebate to households on the indigent register, and some 
form of full or partial rebate to pensioners, people with 
disabilities, and child-headed households. 
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Categories of owners defined as eligible for the 
rebate may also include: 

• Owners temporarily without income

• Owners situated within an area affected by 
a disaster (as per DMA) or ‘any other 
serious adverse social or economic 
conditions’

• Owners of residential properties with a 
market value lower than an amount 
determined by the municipality.

The current pandemic may be an opportunity for 
metros to be more innovative in their relief 
measures, by utilising these clauses in the legislation.

3. Residential exclusion threshold in 2020/21 metro rates policies
The R15 000 quantum specified in the original 
legislation in 2004 was intended to match the subsidy 
amount from March 1994 for the national housing 
programme. However the subsidy amount, as well as 
specifications and standards for an RDP/IRDP house, 
have increased: R25 800 in April 2004, R55 706 in April 
2009, currently R116 867 excluding services (April 
2018). Notably the minimum threshold was not 
updated in the 2009 MPRA Amendment Act, likely 
due to concerns that national government would be 
expected to cover the associated revenue foregone by 
municipalities. As a result, the MPRA-mandated 
minimum RET has not kept pace with the input costs 
of a government-subsidised house. The consequence 
of this is that a household receiving a government-
subsidised house for free, ostensibly because they are 
sufficiently indigent to qualify for one, becomes 
nevertheless responsible for property rates they 
cannot afford. This creates a liability for the low 
income household, and arrears for the city.

Given that the MPRA mandates municipalities to set 
their own rates policies within the framework of the 
national legislation, the quantum of the RET has 
varied over time and across municipalities in the last

R350 000 

R300 000 

R230 000 

R150 000 

R150 000 

R80 000 

R15 000 

R15 000 

Johannesburg

Cape Town

eThekwini

Ekhurhuleni

Tshwane

Mangaung

Buffalo City

Nelson Mandela Bay

16 years. Heavily reliant on own revenue which is 
primarily drawn from service charges and rates 
income, smaller local municipalities often have not 
raised the RET as this would subsequently increase 
revenue foregone. 

However metros with larger rates bases have greater 
revenue raising capacity and have adopted more 
generous RETs, as shown in Figure 3. While the 
Eastern Cape metros have not raised the RET above 
the minimum, the larger metros with higher value 
property markets have substantially increased the 
threshold: eThekwini (R230 000), Cape Town 
(R300 000) and Johanneburg (R350 000). 

It should be noted that the metros supplement their 
pro-poor rates relief offered through the RET, with 
their Free Basic Services policies and rates relief for 
target groups, as mentioned above. So, while 
Mangaung and NMBM have lower RETs, they also 
provide a 100% rebate to indigent households who 
own residential property, registered in terms of the 
Council’s approved indigent policy.  Table 1 provides 
further detail on the metro indigent policies and 
additional rebates which supplement the RET.

Figure 3. Residential exclusion thresholds in 2020/21 rates policies of metro municipalities

Source: Metro 2020/21 property rates policies.
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Source: Metro 2020/21 property rates policies.

Residential 
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R120 000

• Registered indigents receive a property rates rebate of R126.07, based on a property value of 
R120 000.

• BCM also provides up to 100% rebate (sliding scale) for pensioners, physically and mentally 
disabled persons, including medically boarded persons, if the total gross income of the applicant 
and spouse does not exceed R15 000 per month, subject to conditions. 
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R300 000 

• Properties valued between R1 and R300 000 are entitled to a 100% rebate on property rates “as an 
important part of the City’s indigent relief measures aimed primarily at alleviating poverty amongst 
those persons owning low-value properties”.10

• Rebates are also granted to different gross monthly household income levels up to 
R17 500/month11 for indigent owners who are dependent on pension or social Grants for their 
livelihood.
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R230 000 

• All residential properties with a market value of R230 000 and less are recognised as indigent 
households for the purposes of relief contemplated in the Indigent Policy and qualify for a 100% 
exemption from rates. 

• In addition, all residential households with a property market value of R500 000 or less, of which the 
aggregate monthly household income is R3600 or less, are eligible to apply for registration as an 
Indigent Household under the Indigent Policy.12

Jo
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R350 000
• The first R350 000 of value of all residential properties is excluded from rating. 
• The rates policy also includes pensioner rebates and an Expanded Social Package which provides 

benefits based on household income.

Ts
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R150 000 
• The social package is extended to all properties valued at R150 000 and below. 
• Pensioners and people with disabilities may receive a rebate (sliding scale) subject to conditions.
• Registered indigents do not pay property rates, irrespective of the value of their property.
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R150 000 

• Households will be deemed to be indigent households, if: (a) the property is used for residential 
purposes only; (b) residential exclusion as per Property Rates Act 2004 (Act No 6 of 2004) is 
applicable to property; (c) municipal value of property does not exceed a maximum value R150 000.

• Child-headed households, pensioners, and disability grantees are also given rebates, subject to 
conditions.

M
an
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R80 000 
• Indigent households who own residential property and are registered in terms of Council’s 

approved indigent policy receive a 100% rebate on property rates.
• Additional rebates are given for child-headed households, and pensioners, subject to conditions.
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R15 000 

• The first R15 000 of the market value of a property used for residential purposes is excluded from 
the rateable value (Section 17(h) of the MPRA).

• A 100% rebate will be granted to registered indigents in terms of the Indigent Policy. In order to 
qualify for free services, the households are required to register in terms of the Municipality’s 
Assistance to the Poor Policy, whilst the monthly household income may not exceed two state 
pensions.13

• Pensioners, physically and mentally disabled owners of rateable property may be granted a rebate 
on submission of an application, on the basis of a sliding scale.

Table 1. 2020/21 metro residential exclusion thresholds and rebates on property rates
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4. How well does the RET match the value of government-subsidised
houses?
It would seem intuitive that beneficiaries of 
government-subsidised housing, who earn less than 
R3 500 per month as one of the eligibility requirements, 
should not immediately be levied rates by 
municipalities. In order to ensure alignment of the 
poverty alleviation objectives of national housing 
policy and municipal rates policies, it would make 
sense for government housing beneficiaries to be 
exempt from rates, at least initially. However after 
some time living in the house, beneficiaries may have 
increased their income and no longer be considered 
indigent. The levying of property rates is critical in that 
it forms the basis for a relationship between resident 
and municipality, thus enhancing accountability for 
service delivery. Thus the period of time during which a 
government housing beneficiary should be exempt 
from property rates is not an easy determination, and 
requires that a balance be struck between relief and 
accountability.

The average value of government-subsidised 
properties (GSP) in the metros ranges from a high of 
approximately R342 000 in eThekwini, to a low of 
approximately R178 000 in Mangaung. The variation in 
the RETs means that some government housing 
beneficiaries will be exempt while others will be 
immediately liable for rates, depending on where they 
live. In six of the eight metros, the residential exclusion 
threshold is below the average value of government-
subsidised properties, implying many beneficiaries do 
not benefit from the RET, although they may benefit 
from rebates given to indigents. Only in Cape Town 
and Johannesburg, is the threshold set high enough to 
exempt the average GSP, as shown in Figure 4. The 
analysis thus suggests that residents of GSP in 
Johannesburg and Cape Town will not be liable for 
property rates until the value of their government-
subsidised house appreciates beyond that of the 
average GSP.

Figure 4. Residential exclusion thresholds in 2020/21 rates policies of metro municipalities

Source: Metro 2020/21 property rates policies; CAHF’s Citymark, using deeds registry data supplied by Lightstone Pty, as at the 
end of December 2019 (sourced February 2020).
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The amount government housing beneficiaries are 
charged will depend upon the Rate in the Rand set 
annually in the municipal rates policy. Year-on-year 
increases in the Rate typically range from 3% to 8% 
for the metros, although in the year where the 
introduction of a new General Valuation Roll (GVA)

may see sizable increases in property valuations, 
municipalities may actually reduce the residential Rate 
in the Rand compared to the previous year, in order to 
limit the jump in rates payable by residents. Table 2 
shows the property rates payable on the average value 
government-subsidised house (average of all GSP), 
and for GSP which are less and more than 8 years old. 
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Table 2. Property rates charges on average value government-subsidised houses in the metros, 2020/21

* The amount of property rates charged on a property annually is determined by multiplying the Rate in the Rand by the value 
of the property.
** Tshwane implemented a new General Valuation 1 July 2020, which was a 37.5% increase on the previous GV from 2017. 

Therefore the rates tariffs were amended downward in the same year.
Source: Metro 2020/21 property rates policies; CAHF’s Citymark, using deeds registry data supplied by Lightstone Pty, as at the 
end of December 2019 (sourced February 2020).

Residential Rate in the Rand* Monthly rates bill  

2019/20 2020/21
Increase in 

2020/21
For average 

value all GSP

For average 
value GSP 

0-8 years old

For average 
value GSP 

> 8 years old

Johannesburg 0.007749 0.008059 4.00% - - -

Cape Town 0.00555 0.00577 3.96% - - -

eThekwini 0.011944 0.012528 4.89% R117 R14 R125

Ekurhuleni 0.01052 0.01131 7.51% R76 R23 R89

Tshwane 0.0123 0.01024 -16.75%** R130 R103 R130

Buffalo City 0.011619 0.012607 8.50% R61 R76 R60

Mangaung 0.00803 0.008432 4.90% R162 R114 R164

Nelson Mandela Bay 0.012593 0.013663 8.50% R228 R191 R232

As shown in Figure 5, residents living in the average-
value GSP in NMB would be liable for rates of R228 
per month, assuming they are not eligible for other 
rebates and reductions (e.g. for pensioners or 
indigents). If the household has a monthly income of

R2000, for example, this is sizable cost at 11.4% of 
monthly income. The comparable household in 
Buffalo City would be paying R61/month, or just 
3% of their monthly income in property rates. 

Figure 5. Monthly rates bill for average government-subsidised house in the metros, 2020/21
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Source: Metro 2020/21 property rates policies; CAHF’s Citymark, using deeds registry data supplied by Lightstone Pty, as at 
the end of December 2019 (sourced February 2020).
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5. Coverage of residential exclusion threshold to GSP

Using residential deeds registry data, it’s possible to 
determine the number of properties which fall under the 
RET in Cape Town. (The same analysis is not possible for 
the other metros as the value segments do not align 
with the RET for the other metros). Given the R300 000 
RET, more than 142 000 properties fall under the RET, 
or 19% of the total residential properties in the metro 
(Figure 6). Of these 142 759 properties benefiting from 
the RET, 87% are government-subsidised houses. 
Nearly 80% of these GSP that are less than R300 000 are 

over eight years old—the age at which government 
housing beneficiaries are no longer restrained from 
selling their houses as per the Housing Act of 1997. 

In total, nearly 25% of Cape Town’s residential 
properties are government-subsidised houses.  67 612 
GSP are valued above R300 000 and are therefore liable 
for property rates, or 35% of all GSP in the metro 
(Figure 7).

Figure 6. Cape Town: Number of residential 
properties per market segment, 2019

R300 000 or less
142 759

19%

R300 000 -
R600 000
139 306

18%

R600 000 - R900 000
98 786

13%

R900 000 - R1.2 million
72 939

9%

Over R1.2 
million 313 485

41%

Under R300 000
123 553

65%

R300 000 - R600 000
56 680

30%

R600 000 - R900 000
10 098

5%

Figure 7. Cape Town: Number of government-
subsidised properties per market segment, 2019

Source: CAHF’s Citymark, using deeds registry data 
supplied by Lightstone Pty, as at the end of December 
2019 (sourced February 2020).

Source: CAHF’s Citymark, using deeds registry data 
supplied by Lightstone Pty, as at the end of December 
2019 (sourced February 2020).

6. Does the RET succeed in targeting the poor?
What is the estimated monthly income level of 
bond-holding homeowners who benefit from the 
residential exclusion threshold? Beneficiaries of 
government-subsidised houses would not have 
purchased their homes but instead received them 
from government, and a large number of occupants 
of houses in the lower value brackets may be renting, 
have inherited the property, or acquired it through 
an informal cash sale transaction. However, in the 
cases where occupants might have purchased their 
home through a formal transaction with a bond, we 
can estimate the monthly income of those 
households using data on prevailing interest rates 
and typical mortgage terms (without FLISP) and 
assuming that their bond payment is 30% of their 
monthly income. 

The analysis in Table 3 is thus indicative, but gives a 
sense of the potential income levels of households 
who might benefit from the RET. In Johannesburg, 
the RET is R350 000; households purchasing a house 
of this value with a bond would need to earn a 
monthly income of R10 277 or more. In Cape Town, 
the RET is set at R300 000; purchasing a house of this 
value with a bond would require a monthly income 
of R8 810. In the cases of Mangaung and NMB, the 
same analysis is not applicable as banks are highly 
unlikely to issue a bond for properties with values as 
low as R80 000. 
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7. Recommendations for setting the residential exclusion threshold 
in 2020/21 metro rates policies

Table 3. Monthly household income estimates for residents who benefit from the residential exclusion 
threshold, by metro (2020/21)

Residential 

exclusion 

threshold 

2020/21

Estimated 

monthly bond 

payment on this 

house 

Monthly household 

income (assuming bond 

payment is 30% of total 

income)

Johannesburg R350 000 R3 083 R10 277

Cape Town R300 000 R2 643 R8 810

eThekwini R230 000 R2 026 R6 753

Ekurhuleni R150 000 R1 321 R4 403

Tshwane R150 000 R1 321 R4 403

Buffalo City R120 000 R1 057 R3 523

Mangaung R80 000 - -

Nelson Mandela Bay R15 000 - -

Source: Metro 2020/21 property rates policies; Better Bond online bond payment calculator 

https://www.betterbond.co.za/calculators/home-loan-repayment

Municipalities must take a number of factors into 

consideration when setting the residential exclusion 

threshold in the rates policy each year. Revenue 

foregone is a function of property valuations, the Rate 

in the Rand for residential properties, and the 

collection rate. However it’s important to note that 

collection rates will likely vary by income segment. At 

a certain point, high administrative costs for chasing 

low-amount arrears will outweigh any benefits in 

increased revenue.

National housing programmes, aimed at providing 

shelter to poor households, and local government tax 

policy, aimed at municipal sustainability, must not 

work at odds with each other. Although revenue 

foregone is a key factor in setting RETs, it would seem 

clear that beneficiaries of government-subsidised 

properties who are eligible for the subsidy on the basis 

of earning less than R3500, should not be hit with 

rates bills as soon as they move in. By this logic, the 

RET should be set at such a level to avoid incurring 

costs for households who earn less than R3500 per 

month and who are new occupants of a government-

subsidised house.

However the period of time during which government 

housing beneficiaries should be exempt from rates is a 

difficult question, as house values will appreciate with 

time and investment through improvements, and the 

financial circumstances of beneficiaries may well 

improve over time. Furthermore, the levying of rates

establishes an important relationship of contribution 

and accountability between the municipality and the 

ratepayer. One option would be to exempt occupants 

of government-subsidised houses which are less than 

eight years old, given that this is the same time limit 

for restricting the sale of the house. This could be 

combined with a means test for homeowners 

occupying government-subsidised houses that are 

older than eight years. In order to decrease errors of 

inclusion, municipalities could also set a shorter time 

period than eight years, while implementing this 

hybrid approach that includes a means test for 

households occupying houses which are older than 

the threshold.

In order to formulate this type of targeted policy, 

ideally, municipalities would have available data on 

the high, low and median value of government-

subsidised houses less than 8 years old. The data 

obtained from Lightstone which underpins this report 

uses a set of criteria to identify government-

subsidised houses on the deeds registry (since such 

properties are not readily identifiable on the deed 

itself) but this proxy is imperfect and may include 

errors of omission or inclusion. However, if the RET 

was set at the median value of RDP properties less 

than eight years old in the municipality, for example, 

this strategy would target at least half of RDP house 

occupants, while additional targeting methods 

(including the indigent register) could supplement the 

approach and ensure rate relief for households whose

https://www.betterbond.co.za/calculators/home-loan-repayment
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RDP property is valued above the median but who still 
earn less than R3500 per month. 

Simple modelling exercises can assist to more 
accurately target the RET to government housing 
beneficiaries and poor households, while still protecting 
municipal financial sustainability and establishing a 
ratepaying relationship with residents. Such modelling 
requires market-segmented data:

• Collection rates by market value band (from the 
metro)

• High, low and median value of RDP properties in 
the metro (requires record-level data)

• Number of RDP properties by thin market 
segments e.g. R10 000 increments (requires 
record-level data)

• Number of residential properties by thin market 
segments e.g. R10 000 increments (requires 
record-level data)

It is also critical to note the detrimental effect the 
title deeds backlog has on municipal rates. Without a 
formal title deed, government housing beneficiaries 
lack the contractual relationship formalised through 
the title deed, enabling accurate service charge and 
rates billing, and establishing important 
accountability of the municipality to the resident. 
And as long as formal title deed backlogs undermine 
the rates base, rates revenue is impacted, particularly 
in cases where government-subsidised houses are 10-
20 years old and have clearly appreciated. 

The availability of more finely-grained data will feed 
into more accurate modelling which in turn leads to 
more rational and effective rates policies. The 
ultimate aim is a rates policy that efficiently balances 
support for the poor with municipal financial 
sustainability and good governance—while also 
ensuring consistency with human settlements, 
economic development and poverty alleviation policy 
objectives, at municipal, provincial and national level.

1 Regional Gross Domestic Product figures for metros provided in: National Treasury (2021). “Impact of COVID-19 on the 
Metros.” Presentation by Malijeng Ngqaleni, DDG: IGR, National Treasury, to Dullah Omar Institute Webinar, 18 February 
2021. 
2 Ibid. 
3. National Treasury (2020). Supplementary Budget Review 2020. 24 June 2020. Pg. 19.  
4 “Impact of COVID-19 on the Metros.” Presentation by Malijeng Ngqaleni, DDG: IGR, National Treasury, to Dullah Omar 
Institute Webinar, 18 February 2021.
5 South African Cities Network (2020). State of the City Finances Report 2020. Johannesburg: SACN. Pg. 34. 
6 Ibid, Pg. 12.
7 “Has COVID-19 triggered a fundamental shift in SA’s housing market?” 17 August 2020. IOL.
8 SAFrea Chronicle, 5 February 2021. “First-time home buying frenzy set to continue in 2021.” 
9 National Treasury (2021). Budget 2021: Budget Review. 24 February 2021. 
10 City of Cape Town (2020). Annexure 5: Rates Policy 2020/2021. May 2020. Pg. 16.
11 Ibid, Pg. 19. 
12 The policy notes that the metro uses a hybrid approach which entails a targeted approach for property owners of property 
value up to R230 000 and an application-driven approach for property owners of property valued between R230 000 and 
R500 000 with a total monthly household income of R3 600 or less per month. eThekwini Metropolitan Municipality (2020). 
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