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COVID 19 has Placed MPR under the Spotlight 

• Complaints on rates that increase beyond 
inflation

• A request for municipalities to rethink rates 
during the current economic and COVID19 
hardships 

• Advocacy for more efficient application of 
MPRA S.15 on exemptions, reductions and 
rebates. 
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Pandemic Impact on LG Revenue Collection and 

Operating Balances 

• Macroeconomic Projection - the South African economy is likely to go into further recession as a result
of the coronavirus; current forecast are at economic contraction of 6.6% due to the pandemic (NT:
Source). Local governments will be affected by customers struggling to pay property rates and service
charges as unemployment continues to rise.

• The number of indigent households to increase as a significant proportion of the labour force is
employed in the informal economy, which is severely affected by the lockdown (estimated 26% of
labour force excluding agriculture)

• With increase in indigent service provisions (through COVID19 directives) this places pressure on the
LGES which makes up 15% of operational revenue . Delay in revising the intergovernmental transfers
will result in leading to liquidity risks for the sector.

• Revenue collections from service charges and property rates are likely to decline over the next few
months due to measures aimed at restricting movements across the country.

• Credit control and debtors collection practices are discouraged, this will result in the number of
customers in default will increase, exacerbating lower revenue collection rates

Source: Moody’s
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Liquidity and Resilience during the Pandemic

• Expected is a temporary disruption to revenue collections across all municipalities – with local
governments not operating at full capacity during the lockdown – weighing on their liquidity profiles

• Coronavirus impacts will vary across municipalities, based on their liquidity profiles, governance and
budgetary management.

• Those with strong liquidity profiles will cope with a reduction in cash flows over the short term. In 
contrast, municipalities with weak liquidity profiles. will experience greater cash flow pressures. 
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Pandemic Impact on Provision for Bad Debts 

• Lower collection rates will lead to a rise in bad debts provision, and thus a decline in municipalities'
operating balances over the next 1-2 fiscal years.



Anticipated impact of COVID-19 on property rates revenue

• Municipalities depend largely on own revenue, of which rates are a significant part
• Property rates account for 14-16% of municipal operating revenue – service charges about 50%, and transfers 22% 

revenue (2011 LG Budgets & Expenditure Review)

• Municipalities vary: for example, Ekurhuleni's Draft 2020/21 Budget from March: property rates comprise 15% of 
operating budget, service charges 61%, transfers 11%

• Growth in property rates has averaged 9 per cent a year 2013/14 – 2017/18 (2020 Budget Review, Feb)  

• However, metros reported revenue collected in April fell by 30% on average due to combination of: 
(2020 Supplementary Budget Review)

• Lower demand for services (electricity and water)
• Significantly higher non-payment rates for municipal bills

• Whether collection rates improve will depend on duration of restrictions on economic activity, the pace 
of economic recovery and the application of revenue collection measures. 

• Difficult to estimate impact of COVID-19 on rates revenue collection: revised budgets (from March) will 
likely include downward revisions.



Adapting rates policies to alleviate impact of COVID-19 on ratepayers

• NT is allowing municipalities to entirely re-do their 2020/21 MTREF given that these budgets were 
prepared prior to the declaration of the national disaster and subsequent nationwide lockdown. (Annexure 

to MFMA Circular No. 99. 8 April 2020) 

• Residential exclusion threshold (RET) one of the most efficient means of providing relief to poor 
households through rates policies, but not the only vehicle: Muns also use reduction and exemptions for 
persons on the indigent register.

• MPRA also gives mandate to municipalities to provide relief to residents through exemptions, 
reductions and rebates on property rates to targeted groups (Section 15 (1) and (2)) 

• Many already provide relief to pensioners, people with disabilities, and those on the indigent register. 
• Categories 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

• Current pandemic may be opportunity for metros to be more innovative in their relief measures.



Residential exclusion threshold in 2020/21 metro rates policies

• Section 17(1)h of MPRA Act: minimum R15 000 residential exclusion threshold (RET)
• Original R15 000 amount matched subsidy amount from March 1994
• However subsidy amount, as well as specifications and standards for RDP house, have increased: R25 800 in April 2004, 

R55 706 in April 2009, currently R116 867 excluding services (April 2018)
• Minimum threshold was not updated in 2009 MPRA Amendment Act, likely due to concern that national government 

must cover revenue foregone by municipalities.
• As a result, MPRA mandated minimum RET has not kept pace with the input costs of an RDP house.
• No standard protocol for value of first registration of RDP property, also contributing to confusion.

• While some metros have remained at minimum threshold, 
others have much more generous RETs:

R350 000 

R300 000 

R230 000 

R150 000 R150 000 

R80 000 

R15 000 R15 000 

• NMB: R15 000, although 100% rebate to registered 
indigents

• BCM: R15 000. No mention.

• Mangaung: R80 000. Previously R15 000. 

• Tshwane: R150 000. (Previously R130 000). Registered 
indigent owners pay no property rates. Social package 
extended to all properties valued at R150 000 or below.

• Ekurhuleni: R150 000. Various other grants on assessment 
rates, such as pensioners’ rebate, rebate to low income 
people.

• eThekwini: R230 000. For properties over R230 000, the first 
R 120 000 no rates charged. Further allowance to owners with 
total household income of R3600.00 and less and with a 
property value > R230 000 and < R500 000. Also households 
with a property market value of R500 000 or less of which the 
aggregate monthly Household income is R3600.00 or less be 
eligible to apply for registration as an Indigent Household 
under the Indigent Policy.  

• Cape Town: R300 000 (previously R200 000).

• Johannesburg: R350 000. Also have pensioner rebates 
(R2.5m) and Expanded Social Package for low-income, 
vulnerable households. 



How well does the RET match the value of government-subsidised houses?
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Average value of government-subsidised houses per 
metro compared to residential exclusion threshold
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Residential exclusion threshold 2020/21

• Policy intention would be to ensure 
government housing beneficiaries are 
exempt from rates, at least initially.

• In 6 of 8 metros, the residential 
exclusion threshold is well below 
average value of GSP, implying most 
beneficiaries do not benefit from the 
RET, although they may benefit from 
rebates given to indigents.

• Only in Cape Town and Johannesburg, 
the threshold is set high enough to 
exempt average GSP.

• Variation in RETs means that some 
government housing beneficiaries will 
be exempt while others will be 
immediately liable for rates, depending 
on where they live. 

Data source: CAHF’s Citymark, using deeds registry data supplied by Lightstone Pty., as at end of Dec 2019 (extracted June 2020). 



Coverage of residential exclusion threshold to GSP – Example of Cape Town

Under R300 000; 
142 759; 19%

R300 000 - R600 000; 
139 306; 18%

R600 000 - R900 000; 
98 786; 13%

R900 000 - R1.2 m; 
72 939; 9%

Over R1.2m; 313 
485; 41%

Cape Town - Total residential properties (2019)

Under R300 000; 
123 553; 65%

R300 000 - R600 000; 
56 680; 30%

R600 000 - R900 000; 
10 098; 5%

Government-subsidised housing only (2019)

• 24.9% of all residential properties in 
Cape Town are government-
subsidised

• Cape Town’s RET is set at R300 000 in 2020/21

19% of all 
residential 
properties fall 
under RET

65% of CT’s 
government-
subsidised 
housing falls 
under RET

Data source: CAHF’s Citymark, using deeds registry data supplied by Lightstone Pty., as at end of Dec 2019 (extracted June 2020). 



Impact of residential exclusion threshold on owners of government-
subsidised housing

• In eThekwini and Tshwane, the RET is set close to the average value of GSP less than eight years old, implying that on average, 
government housing beneficiaries start to become liable for rates when their house is older than 8 years.

Data source: CAHF’s Citymark, using deeds registry data supplied by Lightstone Pty., as at end of Dec 2019 (extracted June 2020). 

• However in most metros, owners of RDP houses do not benefit from the RET, although they may benefit from other rates relief 
mechanisms.

• Conclusion would be that RETs—as currently applied by metros—is ineffective as tool for providing rates relief to government 
housing beneficiaries.



Does the RET succeed in targeting the poor?

• What is the estimated monthly income level homeowners who benefit from the RET?

Assumptions: 11.8% interest rate, 20-year loan, 20% downpayment. No use of FLISP. 
Calculations made using CAHF’s online dashboard: Calculating Mortgage and Housing Affordability in Africa: 2019. 
http://housingfinanceafrica.org/documents/calculating-mortgage-and-housing-affordability-in-africa/

Residential 
exclusion 
threshold 
2020/21

Estimated 
monthly bond 

payment on 
this house 

Estimated household
monthly income 
(assuming bond 
payment is 30%
of total income)

Joburg R350 000 R7 013 R23 375
Cape Town R300 000 R5 996 R19 987
eThekwini R230 000 R4 600 R15 335
Ekhurhuleni R150 000 R2 998 R9 993
Tshwane R150 000 R2 998 R9 993
Mangaung R80 000 R1 602 R5 341
NMB R15 000 R293 R976
BCM R15 000 R293 R976

• Calculation might suggest that:
• In Johannesburg, homeowners with estimated monthly incomes of R23 000 or less benefit from the 

RET.
• In Tshwane and Ekurhuleni, homeowners with estimated monthly incomes of approximately R10 000 

or less are likely benefiting from the RET. 

• If we assume that they purchased the home with a bond at prevailing rates and typical terms (without FLISP) 
and that their bond payment is 30% of their monthly income: 

http://housingfinanceafrica.org/documents/calculating-mortgage-and-housing-affordability-in-africa/


Setting the residential exclusion threshold in 2020/21 metro rates policies

• Factors to consider in setting the RET:
• Collection rates will inevitably vary by market segment: Do metros track collection rates by property value bands?
• High administrative costs to chase low-amount arrears
• Actual revenue foregone, which is function of: Rate in the Rand, collection rate for that market segment, number of 

properties, value of properties

• Possible for RET to more accurately target owners of government houses if the value of an RDP properties 
in the metro are taken into account in setting the threshold.

• Ideally, utilise record-level data, to determine high, low and median value of RDP properties less than, or more than 
8 years old. 

• For example, set the RET at median value of RDP properties over 8 years old.

• Simple modelling of different RET scenarios can help to determine:
• Potential impact on owners of government subsidised housing
• Potential impact on poor households
• Potential revenue foregone (to be balanced with admin costs)

• Data required:
• Collection rates by market value band (from 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 (requires record-level data)
• Number of residential properties by thin market segments  e.g. R10 000 (requires record-level data)

• More accurate modelling can lead to more rational and effective rates policy, that is:
• Consistent with human settlements, economic development and poverty alleviation policy objectives, at municipal, 

provincial and national level
• Most efficiently balances support for the poor with municipal financial sustainability
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