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Disclaimer

With reference to the contents within this documenha GautengGrowth and DevelopmentAgency (GGDA)

the South African Property Owners AssociatiSAPOMand UrbanrEcon Development Economisti&im that

the followingdocumentservesonly as a point of reference and not as a direct indication of the cost of doing
property related businesses within the identified study aredl$é.data was acquired from published municipal
documents as well aBom direct municipal sources andl &fforts were taken to ensure that the data was
accurate and properly representative of thesminicipalities. Certain limitations to this study were identified
which reinforces the above statemertidt that the information detaileds to be used as point of reference

and not as actualNo warranty or representation is made as to the accuracy thereof and this report is
submitted subject to errors, omissions, and subsequent and future chafgesly, the municipalities that are
compared differ in size ancbntext, and subsequently, considering the comparative nature of this document,
all figures and findings must not be viewed in isolation to the context and provided written content.
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1. INTRODUCTION

UrbanEcon has been appoirdeby a joint initiativeof SAPOAand GGDAto conduct astudy that
comparatively investigates thenunicipal servicescosts of property related businessn select
municipalities within the Gauteng Provincas well aother municipalitiesin which SAPOA memlser
are most activeThe study serves as a benchmarko determine boththe costs of doing property
related businessas well asto assesspossible limitations posed bynunicipalitiesthat impact
developmentprogress andeasibility.

PROPERTY DEVELOPMENDMPARISON OF MUNPAL SERVICES CORBEBORZ013

The studywas motivated by concerngaisedby stakeholders and developers within tipeoperty
development industryas well as from municipakpresentatives The concerns areentred on the
need for a comprehensive guidand assessment of municipaervicescosts impacting and
constraining development. It is important torefer to the guiding legislation on municipal tariffs and
cost which issncompassed idircular No. 59for the Municipal Finance Management Adtreasury,
2012)adaptedas follows

awhen municipalities and municipal entities revise their rates, tariffs and other charges for their budgets and
MTREF, they need to take into account the labour and other inputs costs of services provided by
the municipality or entity, the need to ensuieancial sustainability, local economic conditions and the
FFF2NRFEOATAGE 2F aSNBAOSAE GF{1Ay3 AydG2 O2yaARSNIGAZY
take into account of relevant policy developments in the different sectors. &idesimg changes in property
rates, municipalities need to take cognisance of local economic conditions such as the down turn in the
property markets, trends in household incomes and unemployment. Excessive increase in property rates and
other tariffs arelikely to be counterproductive, resulting in higher levels ofpeyment and increased bad
debts. National Treasury continues to encourage municipalities to keep increase in rates, tariffs and other
charges as low as practically possible. For this rellstional Treasury continues to require that municipalities
must justify in their budget documentation all increases in excess of the 6% upper boundary of the South
African ResI3S . | y 1 Qa Aferduly,®a12)y G NBSG o¢

It is not the purpose of this documeno investigatejustification of the individual municipalities in
terms of their rates tariffs and fees, but rather smurce andassess the current level of feekarged
within the different municipalities and to providiecomparisonThepurpose of the comparison te
identify areas wherespecificfees are more expensive amdhers where they are more affordable.
The identification could inform possible focus areas for incentive development or negotiations
between develpers and municipalities to assist development promotion and investment retention
as far as possible.

It is important to note the different objectives of the project partners. It is understood that the
DD5! Q& Y2 0A G (ks 2oyimpda Xie dorghitivedssiziR Eauteng municipalities by
ensuring fees within these municipalities are market related and &sirwell as to inform possible
interventionsto promote municipal competitiveness. On the other hand, SAPOA, as a representative

Ut is important to note that the true cost for development within each municipality has not been calculated as
there are too many variables to consider. This is as each development will have varying circumstances.
Therefoe, the costs must be taken as a guideline, and not as a real value.

M
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of property ownes and a key role player in the property industily is understood thattheir
objective is to understand the curretgvel of fees and charges and to find possible interventions or
lobbyinginformation to use infuture discussions and interactions with migipalities. |deally this
document should be the first of a seriés be annually updated Therefore,the time series of
different rate figures could be tracked over a period of time to develop a useful index tool.

When comparing theervicescosts of @velopment in municipalitieshe application fees, tariffs and
development contributions and surcharges for property development have in general been
challengingo identify. Thereforean investment guideline for property developers and role players
in the property industry and municipal representatives has been developedssistsin directing
proposed development processessing a cost comparisprcompare town planning application
processesand assssescauses for the concerns raised at a municipaél

The first phaseof the studyanalyses the municipal servicecostsin terms of fees and ratesf
development for thefocusstudy areasThe final phases provideontext in termsof the challenges
Y dzy A O A Ifdeef withitheSdrgdse to provide mer clarity onthe factors thatinflates costsas
well as those that stymy development within thedelineated municipalities To conclude, a
comparative matrix provides a visudlustration of the servicescosts and challenges of doing
property related busiess within all 18 study areas.

1.1 STUDY REAS

The stug areais comprised of 18nunicipalities The municipalitieselectedrepresent all districts
and metro municipalities of the Gautengrgvince The study was envisioned to also include
prominenturban property marketsof each provincehowever, budget and time limitations resulted
in narrowing the focus municipalities to the 18 municipalities illustrated in Tatlladd Figure L.

Tablel-1: Municipal Study Areas

City/Town ‘ Municipality Province
1 | Johannesburg City of Johannesburg Gauteng
2 | Pretoria City of Tshwane Gauteng
3 | Kempton Park Ekurhuleni municipality Metropolitan Gauteng
4 | Krugersdorp West Rand DM (Mogale City) Gauteng
5 | Vanderbijlpark Sedibeng DM (Emfuleni ) Gauteng
6 | Cape Town City of Cape Town Western Cape
7 | George George Municipality Western Cape
8 | Pietermaritzburg Msunduzi Municipality KZN
9 | Nelspruit (Mbombela) Mbombela Municipality Mpumalanga
10 | Emalahleni (Witbank) EmalahleniMunicipality Mpumalanga
11 | Port Elizabeth Nelson Mandela Metropolitan Eastern Cape
12 | East London Buffalo City Metro Eastern Cape
13 | Polokwane Polokwane Municipality Limpopo

o
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City/Town Municipality Province
14 | Bloemfontein Mangaung Municipality Free State
15 | Kimberley Sol PlaatjeMunicipality Northern Cape
16 | Upington /[Khara Hais Municipality Northern Cape
17 | Rustenburg Rustenburg Municipality North West
18 | Durban eThekwini Metro KZN

These study areas are further delineatedFigure 11 which visually illustrates the munpalities

relative toone another.

Figurel-1: Locality Map
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Source: UrbatiEcon (2012)

The municipalities were selected on the basis of prioiityterms of the areas where SAPOA
members are most active andhere the development environment iegarded awibrant As stated
before, a limited budget and timérame in which to gather information and provide an analysis

influenced the selectionPriority was determined by the importance of the municipality
current development.These municipalitiesherefore provide a baselindor analysisas a

in teraf
starting

point. It is envisioned that forfuture studiesthe selected municipalities will be expanded

Recommended areas for future investigation and analysis are

1 Richards Bay municipality

B
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Lephalale municipality

Bitou local municipality
Giyani municipality
Thohoyandou municipality
City of Matlosana
Maluti-a-Phofung municipality
Kuruman municipality

=4 =4 =4 4 -4 -4 4

These areas have been identified as locations of increased pyopemtstment and interest for
developmentin the current market context

1.2 OUTCOMBOF THE STUDY

The key purposeof the study is to developa situational baseline analysis of the delineated study
areas and to provide future developers and stakeholders wkhowledgeable comparative
information when making investment decisionBue to the nature of the information the study
cannot be used to inform financial calculations ofyspecificoroposed development as variables
differ by type, site and locatioandtherefore it needs to be viewed generally.

A two part guidelinewill be developed that will

1. document themunicipal servicegosts that contribute to the development oésidential
commercialandindustrialproperty, and

2. create a model that measusall municipalities competitivenesis terms ofthe facilitation
of property development

The report outlines theervicecosts that contribute to the establishment césidential retail, office
andindustrialproperty foreach ofthe delineatedmunicipalities Furthermore, the process by which
municipalities set these costs is investigatédese cost components include:

EIA, and township establishment costs

Municipal goplication fees for zoning and subdivision

Building Plan fees

Connection fees for water, sefage and electricity

Consumption charges for water, sewerage and refuse removal
Consumption rates for electricity

Vacant land rates faresidential] commercialandindustrialzoned land
Property rates foresidential] commercialandindustrialdevelopmens
Rebates for vacant land and property rates

= =4 =4 4 -4 4 A8 -8 4

As a summation of the resulta Comparative Matrix was concurrently created to indicatempare
and relate the range ofservice costs of each municipalityin context to the other studied
municipalities

B
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This chapteron tariff costs idollowed by a section on the surcharges prevalent when costing the
development of the four scenarios within each municipality. Both the surcharges and applicable
additional charges foservices for each municipalityare highlightd. The impact on development
costs for each municipality upon the inclusion of surcharges is indicated.

The report further details and analyses the data gathered from the municipal and developer surveys.
The information has been gathered to provide a camgtive analysis from the perspectives of both
municipal respondents and developet$esendicatorsinclude:

1 The extent and availability of suitably zoned land

1 Theeffectivenessand efficiency of administration within all study areas

1 The degree to whicloverregulation is prevalent and/hether property developmentis
consequently hindered

1 The extent of infrastructure capacity and development

A final Comparative Matriincorporating the data gathered from all phasess detailed into a
single visual format

1.3 PROJECAPPROACH

Relative to the purpose of the study conducted, it was necessary to develop a set of development
A0SYINA2Qa oKAOK ¢g2dZ R 0SS | LILIX A SR sdeRarioStodK Y dzy A (
encompasgenericpredominant develpment typologies, being: mdium-density residential retail

centre, commercialoffice andindustrialdevelopmentdo assess the costs for the different key urban

land usesFor purposes of continuifyhe scenarios match the scenarios developed for the previous
municipal cost assessment conducted for prominent municipalities in-Za Natal to enable
comparability.Table 2L LINE A RSa | O2YLINBEKSYaA@dS AyRbhaglUAzy 2
applied

The key concerns and motivation for the study was withard to the determination of tariffs and
municipal actions that hamper development. Concurrently, the relevant Acts that guide municipal
budgets and tariff setting have been assessed for this financial year. These being:

1 Local Governmentunicipal Systemm ActNo. 32 of 2000

9 Local Government: Municipal Finance Management Act No. 56, 2003

1 Municipal Finance Management ACtrcular No. 590f the Municipal Finance Management
ActNo. 56, 2003

Furthermore, the study was conducted from a land use perspectsve@@osed to a financial
analysis. This is due to the limitations that are outlined beBacausehe focus of the study was to
determine the current cost profilegnd not to assess the economic impact of financial losaesed
by high tariffs or delayd application approvalsa comprehensive and true representation of the

B
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overall financial losses or gains was not included in the stagiyentiallythere is not sufficient data
to providean assessment.

Due to the numerous variables relag to the cost of development for each scenarioa
generalisation of information was required toenable a comparison ofservices costs. The
generalisationrequired an assumption thatand and builthg costs were assumed constant
throughout all municipalities. Similarly,séandard sizdor connectiongrelative to development type
and basic consumption rategere applied. Consequently, the land and build cqostennection feel
and consumption chargesre estimateshased on the standardised scenar@sabling comparisons
across all study areas.

The initial phases of the study involved thaurcing of all theate and tariff policies for the financial
year starting in July 2012. The majority of the development costs were sourced from these
documents and by making calculat®as per the prescribed formulaéipulated on the policieDue

to the fact that the policy document did not sufficiently address all the cost aspects of the
assignment and also due to some ambiguity on the formuspecialists consulted with municipal
respondents in relevant departments of each municipdbtyill data gaps and to ensure an accurate
understanding of the formulae as published in the municipal policies. To achieya ttost survey
guestionnairewas developed andlirected to the relevart departmentsand respondents within
each municipality

The latter phases of the study comprised tafo surveys one directed toproperty developers
identified and conductecby SAPOAand the other to municipal respondent®nducted by Urban
Econ speciais Each survey was designed to attain information that assisted in understanding the
process of property development within each municipalibcluding aspects such aisrnover time

of applicationsand whether overregulation stymied developmeBturingthis phaseof information
gathering explanations oftariff costs as far as possibldor all study areas wergathered and
applied to the development exampleThese costs are assessadd comparedin the ensuing
sections.

In mnsiderationof the comparaive aim of this study, a detailed figure was developedtdmpare

and summarise the findings of this study. With regarettstanding information, because minimal
data is still outstandingit is the view ofthe specialistghat the current profilepresented in this
document are as accurate as possible under the limitations posed by the current structure. It is
however important to note the following limitations as described in the subsequenseation.

tKS O02yySOlGAz2y &aAl Sa adzZld ASR o6& {!th! G2 O2yadzZ G yi
Propertyw St F 1 SR . dzaAySaa Ay VY%bé¢ 6SNB Istenafiod fofitBiRstudy2z G KS |
Furthermore, in order to develop a reliable comparison for consumption charges, a generic consumption rate

for water, electricity, refuse removal and sewerage consumption was applied across all developments. This
therefore allowedthe specialists to provide a baseline comparative cost analysis for each municipality.

®For the majority oimunicipalities connection fees are dependent on numerous variables, and will therefore

only be available upon the submission of building plam$ @ncurrent site visit.
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1.4 LIMITATIONSF THE STUDY

Relative to both the quaative and quantitative data that was required for this study, there were
limitations to the studyto be noted and understood in order to have a contextual understanding of
the results

Firstly, as aforementioned, the number of municipalities analysed wanimised due to the
limitations in terms of the budget andimeframe for data gathering. This is on account of the
information within the report which is relevant from the beginning to the end of the financial year.
There was similarlinsufficient financial capacityto warrant the analysis of increased municipalities.

Data sourced for the study was reliant on verbal explanations by different officials, of which not all
were knowledgeable of the entire developmental process but only have an undersganéithe
individualcomponent with which they work. Due to the fact that different respondents had to be
consulted for different development cost componeng margin for error must be allowedbeing
caused bydifferences in interpretation and understandgjrof the variousrespondents Essentially,
responses were subjective andhconsistent dueto the subjective interpretation of policy
However, the information gathered does provide a mualted perspectivewith the respondents
widely consultedo providethe mostreliablerepresentationpossible

Alimited interest and esponserate was observedrom developer2 y (1 KS RS@Sft 2 LISND& |
to limited and unrepresentative informatigra number of munigialities were omitted from the
analysioncerningk S aSOG A2y 27F a OHimele? d&) e ddtaiiasavalldbl@ial A 2 y €
warrant a credible analysef the main metros for the Gauteng province to provide comments.

It should also be notethat decision makingn tariff hikes and rate increases ateveloped by the
financial budget department and approveloy the council. Thereforethe officials whowere
interviewedwere not the decision makerand wereunable to clarifythe rationale of the budget
departmentsin terms of thetariff hikes andfees ctarged Concerning the tariffs that was perceived
by the researchers as above marketem consultedthe respondents indicated thaheir mandate

is to implementthe decisions from the topnd were therefore unableor not permitted to provide
explanatiors. This had alimiting impact on the transparency of cost calculation methods and
decision making which again limited the capacity of the research to provide detailed
recommendations on possible mitigationBhe costs deemed questionableave been highligied
throughout the report

Goncerning the final summarised comparative matixmust be stressed that the information is

dynamic in nature with a wide variety of influential variable factors wihéctiifficult to illustrate

accurately ina comprehensivescoring system.By scoring the performance of the different
municipalities the data wasessentially simplified and thuslue to the way in which the results for

GKS O2YLI N}YGAGBS YIFIGNREQA 6SNB OFf OdzA  iERZAMR G A3
SELISYyaAr@dSé B Nitenti®K kéwedS EsSentiallhe number of municipalities being

compared and the vast range of costomponens to be rated, provides a limitation of accurately

conveying whetherm municipality istexpensve¢ or écheag. This is as the vast range sérvices
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costs may place a municipality deemed as expensive as an average scorer. Thérefonafrix
should not be viewed in isolatiohut i KS 02y GSyid FTyR FylfearaQa
alongside the matrigs.

Finally,municipalitiesare not all identically comparablasthey do not fall within the same category
in terms of size (area), population, economic activities, availability of resources etc. Thbact
some are metropolitans and others are localmtipalitiesalready illustrates that municipalities
could not be commonly comparedhedifference inresources available mayehefore contribute to
the overall scoreseceived.Essentiallyin theorythere is less capacity within the local municipesti
as opposed tdetropolitans.

27T

To date, some municipal information is still outstanding due to unwillingness or inability of some
municipalities to participate and respond to repeated queries from the specialist team. This aspect

and the limitations it pses to developmentill be further discussed in the recommendation

section.

1.5 REPORT OUTLINE

The reportfollows the following structure:

1 The cost of property development
» Regulatory determinants towards the setting of tariffs
» Application fees
» Connection fes
» Consumption charges
» Land rates
1 DeliverableComparative Matrigs

1 Surcharges
» Development surcharges
» Additional surcharges
91 Deliverable: The impact of surcharges on development

1 Municipal responsibilities and challenges
> Development capacity
» Administratian efficiency
» Infrastructure capacity
1 5StAOSNIofSY {dzYYFENE 2F | ff aitdzRe | NBI a

v

1 Developer Survey
» Town Planning
» Costs of development
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» Administration
T 58t AGSNIof EYISNAEFDOBYSMasaay

(V)]
(et
m

y

1 ComprehensiveComparisorand Analysis
» Map of performance
» Economic indicators measuring economic performance and development
implications

1 Recommendationand Way Forward
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KEYANALYSIAND COST@MPARISONDF MUNICIPAL

SERVICES

This section proviels a comparative analysid the municipal servicesosts relating to residential
retail, commercial and industrial developments in the delineated municipalitieBecausethe
methods used by municipalities varfgy the purpose of a comparisom, standardcase scenariof
town planning descriptiotnas beendeveloped in order to standardisthe costsTable 21 displays
the examples applied in the comparative analysis.

Table2-1: DevelopmentScenariosised inthe Comparative Analysis

Type of Development Description of the Development

Medium DensityResidential 20 unit townhousesectional titleduplex (100radeach) on a

Developments 0.8ha site

RetailCentre RegionaRetailCentre (GLA of 4000n?®) on a 10ha &

CommercialOffice 8 floor highrise office tower block (D00n? per floor) on a
3200n% site

Industrial Largeindustrialfactory (10000n®) on a 2.5ha site

To facilitate a clear analysis and towards ease of comparison, this section is arrangefbimtpart
succession of the interrelated cost indicatorsFirstly, all the application fees relevant to town
planning are listed and analysed. Teégmentis followed by the costs of connection fees for water,
sewerage and electricity. The costs for camgtion of water, electricity, sewerage and refuse are
detailed next. The final sectioof related tariffsprovides the costs for vacant and developed land
rates. Furthermore, in order to provide a baseline for thervicescosts analysis, it is necessaoy t
recognise how municipalities determine the tariffs each financial year. This is detailed in the section
below prior to the costs analysis.

For simple analysiand illustrativepurpose a standard approach will be followed withe cost per
indicator foreach municipality and development typedicated in a table. In conjunction with the
purpose of the studythe municipality with the highest cost per development type is highlighted,
therefore facilitating a cleacut comparison. Furthermore and towardsetlease of evaluation, the
most affordable and expensive municipality per indicator wilhlgghlighted.

The information from the data collection procesasbeen inputted intothe appropriate categories
and analysedDetailed Excel Spread sheets whichyile an insight into the data collection and cost
comparison process are available for perusgbn request Furthermore, the tariff schedules
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wherefrom the costs were derived are attached as Annexxirdheservicecosts which were not
attainable from these schedules were assembled fromunicipal respondents.

2.1 REGULATORY DETERMNNS& OF RATES AND TARS

Prior to the detailed analysis and representations of thienicipal servicesosts of development, it
is centralto note how municipalities are directechd guided towards determining the tarifthat
they set each financial yeaAbasicoverview of the regulations which guide municipal budgatsl
setting of tariffsis discussed belowAs aforementioned,le regulatory documents that ameferred
to arethe:

1 Local Government: Municipal Systems Act No. 32 of 2000

1 Local Government: Municipal Finance Management Act No. 56, R0PBIA 2003)and,

1 Municipal Finance Management ACircular No. 59of the Municipal Finance Management
Act No. 56, 2003

Overal] the aim of these Acts i® ensure that municipalitiesvhen developing their budgets and
systems of processes, aatigned with the nationd aims and strategiepreviouslydetermined by
government.Thus, it is ensured that an integrated system of processachieved.

To summarisethe Municipal Systems Ac{2000)is part of a series of legislation that aims to
empower local government to fulfil its Constitutional objectivEssentially, the Act is intended to:

GLINRE GARS T2 NJ (K SnistaN®protdbkksyfhatiatelheSassary t6 8n@ftelmunicipalities to move
progressively towards the social and economic upliftment of local communities, and ensure universal access to
essential services that are affordable to all; to define the legal nathieemunicipality as including the local
O2YYdzyAllé 6AGKAY GKS YdzyAOALI t FNBFI 2NJAy3I Ay
administrative structures; to provide for the manner in which municipal powers and functions are exercised and
performed to provide for community participation; to establish a simple and enabling framework for the core
processes of planning, performance management, resource mobilisation and organisational change which
underpin the notion of developmental local governmeatprovide a framework for local public administration
and human resource development; to empower the poor and ensure that municipalities put in place service
tariffs and credit control policies that take their needs into account by providing a framéwvdHe provision
of services, service delivery agreements and municipal service districts; to provide for credit control and debt
collection; to establish a framework for support, monitoring and standard setting by other spheres of
government in order tprogressively build local government into an efficient, frontline development agency
capable of integrating the activities of all spheres of government for the overall social and economic upliftment
of communities in harmony with their local natural eowiment; to provide for legal matters pertaining to local
government; and to provide for matters incidental therdlaocal Government: Municipal Systems Act, 2000)

Concerning the studyt is identified inthe Municipal Systemm Act(2000) thatthe rights and duties
of municipal councils towardgdetermining the fees chargedor services applicable surcharges
rates on property and other levies and taxBlative tathe services provided by the municipality, it

2
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is stipulated irsection 73(1}), (c)and (e) that services must be equitabéd accessible, financially
sustainable and regularly reviewed with a view to upgrading, extension and improveinecul
Government: Municipal Systems Act, 2000)

The Act (Local Government: Municipal Systems Act, 2000}her provides the due course
concerning municipal tariffs. This is particularly significant considering the dtudystipulated in
section 741) that the implemetation of the tariff policy on the levying of fees must comply with the
provisions ofthe Actand all applicable legislatiog one of these being theéMunicipal Financial
Systems Act of 2008Local Government: Municipal Systemst,A2000) Furthermore, section
74(2)d) states thagll tariffs must reflect the costs associated with rendering the service, including
capital, operating, maintenance, administration and interest chargéscal Government: Mucipal
Systems Act, 2000)

Section 94(1)particulatesthe regulations and guidelineghat the Minister of the Treasurymay
provide to regulatewhich areamongst others:

9 Limits on tariff increases
1 The criteria that municipalities need to take int@c@unt when imposing surcharges on
tariffs for services
(Local Government: Municipal Systems Act, 2000)

The regulations and guidelines that the Ministereistitied to present are projected within the
Municipal Finance Manageent Act(2003)and concurrent Circulars.

Subsequentlythe Municipal Finance Management A¢2003)setsto:

osecure sound and sustainable management of the financial affairs of municipafitiesther institutions in
the local sphere of government; éstablish treasurmorms and standards for the local spherggofrernment;

AAAAA

FYR G2 LINBGARS F2NJ YI(LodaSokrmn@ea:yWyirfcipal Bnance aSalydingm Ack > &
2003)

With regard to the setting of municipahtiffs, it is determined thatthe Minister may prescribe
inflation projections and uniform norms and standarads, well asgo ensure that in terms of the
Constitution, a municipality does naobaterially prejudicein relation to tariff setting and inflation
These norms and standards are provided to municipalities in the form of a Circular.

For each financial yeamelative to the Municipal Finance Management Act (2008)e National
Treasury develops @ircularwhich provides a baseline and guide for allmitipalities upon withto
develop their budget. This guideline essentiafignitorsand sets a prescribed or suggesiatlation

rate for tariffs, and the development of operating and capital budgets relative to the extenuating
factors that impact the GB.Fundamentally, the circular takes into account the national policies and
strategies that direct the goals of the country towards foreign investment, job creation and service
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provision etc. and concurrently provide inputs into the municipal budgetarges® to ensure the
aims of national policies are meis indicated, the

feircular provides further guidance to municipalities and municipal entities for the preparation of their 2012/13
.dzR3ISG& YR aSRAdzyY ¢ SNY wS@Sy dzS (Tieasiry, 0E2)IS Y RA (i dzNB

For the 2012/13 financial year on which this study is basédis noted inthe Circular No. 59
(Treasury, 2012hat in the context of the unsettled international economic condisodespite the
resiliencethat the South African economy has demonstratdtiere is no guaranteghat the
recovery which the world economy has begun to show, will continue. Similarly, it is specified that at
its best, the recovery will be slow. Thereforgunicipalities must still adopt a conservative
approach when projecting their expected revenues and cash receiffseasury, 2012)In
concurrence, to be implemented on the 1 July this 2012/2013 financial year, municipeléres
advised to budget for a 5%ostof-living increaseThis report cannot comment on whether the
increases of municipal fees and tariffs did adhere to the incresmmmendationof 5% due to the
fact that the cost assessment undertaken is in essenaggapshot of a certain point in time and no
comparable historic informatioim the appropriate format isvailable However should this study be
updated on an annual basitrend information will become available and thmunicipal services
costs could be treked over a certain period.

With regard to the cost indicators specified below, theterminations of these tariffs wereot only
to take the above guide into account, but similarly the following:

1 Inflation forecastestimatedat 5.9% for the 2012/13 finatial year, and 5.3% and 4.9% for
the 2013/14 and 2014/15 financial years respectiveded to be considered in conjunction
to the advised 5% increadeidgeted from cosbf-living

1 The Eskom prices of bulk electricity to increase by 13.5%. Concurre®RSA set a
guideline of 11.03% increase for municipalities.

1 The focus of government has shifted to capital investment in pgelator infrastructure
projects, which through targetednterventions will therefore reduce the cost of doing
business.Essentidl/, the composition of municipal spending needs to move aivayn
consumption items to areas of spending that more directly support economic growth and
service deliveryMunicipalities need to consider the allocations and provision for national
grants wherdetermining their budget and ratess well as capital projects

It was further stipulated that concerning budgetary compliance and benchmarking, benchmark
budget hearings during April and May of this year (2012) were commenced to dssadesgree to
which the budgets wereealistic, sustainable and relevian

Furthermore, it was noted by the Minister that considering investment and management issues,
municipalities vary relative to context, and thus the issue of setting a benchmark is inappropriate. An
average performance for all municipalities relative to comparative size and function will however be
assessed to note whether management of funds and capacity are irregular.
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Therefore, concerning the studyecause theindicated costof-living has increasetly 5%,being
influenced by theCPI inflationthe implications thesecostrelated guidesmay have had on the
setting of the tariffs for this financial yeahould not have been significarkhis is as the setting of
tariffs would have had to be aligned tiinflation and increased cogif-living so as to be aligned
with the notions set in the above indicated Acts of financial sustainabilityegndability.

2.2 ENVIRONMENTAL IMPA@GBSESSMENT

The only municipality that made mention of an Environmental Imgsssessment in their Tariff
Schedule ishe City of Cape Towrirhe basic fee that is charged is3B which is added to other
application fees when submitted. This does not mean that other municipagtieduated do not
require anEnvironmental Impact gsessment. The costs of the assessmentsuagblished and
thus unknown as themunicipality has no specific charge for this servared thereforethe variables
influencing these costs are unknowmhe assessmentsr the municipalities that do not presitie
specific chargesvill be undertaken by private consultants in accordance to the NEMA legislation
which is chargetty the consultantslirectly to the developer.

2.3 ZONING AND BRZONING FEE

Thecostsof zoning and reoning associate@ith each developmet example are indicated iable
2-2. Becauséhe calculation criteria for municipalities vamhe costs for this tariff are determined
and calculated beither thesite sizeor total floor area

In this regardCity of Tshwanealculates the reoningand zoning feeelative to the total floor area
of a development. The remainderunicipalitiesset either a singlere-zoning fee, or calculatéhe
total cost by inputtinghe size of the sitas a value into thealculation The tariffs that are set are,
unless specified, inclusive of the costs of administratod other such expenses for example the
costs associated with site visits and labour.

It is evident inTable 22 that the highest cost$or retail and industrial developmentare in City of
Cape TowneThekwini metroand City of Tshwanehow the highest figuresf re-zoning costs for
residentialand commercialboffices respectively.

Zoning and Re&oning fees for the residential development scenario range betweefi3R1and
R8433. For retail, the higest cost at R3388 is for City of Cape Town. City of Cape Town also has
the highest cost for industrial development at

R12462. For commercial development, the costs Cost Highlights

range from R®05 as the highest to RI30 for the  [gllelg Cape Town|lss 15,133
lowest. Average

Khara Hais

The high costs of R3B8 andR12462 for City of
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Cape Town are noted as significantly higher than the tariff charges for the other study areas. The
reason for these high charges is driven by the additional fee d&§6RJper 10000n2. This fee is
added to the rate of R841 which is learged for the first hectare. Additionally, the tariff for New
Land-Use Rights for City of Tshwane of38 explains the fee of RID5.

Table2-2: Zoning and Reoning Tariff Gsts

Medium Density
Study areas Residential Retail Centre = Commercial Office: Industrial

Developments
GLA () 2,000 40,000 8,000 10,000
Site Size 0.8ha 0.32ha 2.5ha

Johannesburg R 4,209

Tshwane R R 9,005
Ekurhuleni R R 3,225
Mogale City R R R 3,940
Emfuleni R R R 1,600
Cape Town R R R

George R R R 10,554
Msunduzi R R R 4,560
Mbombela R R R 4,060
Emalahleni R R R 3,374
Nelson Mandela Bay Jx R R 2,280
Buffalo City Metro R R R 9,292
Polokwane R R R 3,106
Mangaung R R R 1,329
Sol Plaatje R R R 3,078
Khara Hais R R R 1,030
Rustenburg R R R 2,750
eThekwini R R R 8,433

In terms of the compaittave requirement of this studyit is important to note thathe tariff costs for
City of City of TshwaneCity of Cape Towrand eThekwini metroin comparison toCity of
Johannesburgre much higherThe single fee fo€ity of Johannesbuiig R4209.

2.4 TOWNSHIP ESTABLISHMEREE

Township establishment fees are payable upon the application for the commencemawmaghip

development processesn a designated sitélhis applies wheagricultural zoned land is changed to

urban use.Seven municipalities includng City of Cape TownGeorge municipality Msunduzi

municipality, Buffalo City Metrg//Khara Hais municipalitySol Plaatje municipalitgnd eThekwini

metro do not have aspecific townshilSa G 6t AAKYSy G FS Sidesforkodvdship Y dzy A OA
establshmentareincorporated into the subdivision tariffs or agepart of building plans submission

feesand development surcharges
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Unless otherwise stipulated, the fees indicated Table 23, such aszoning and rezoning, are
inclusive of costs for adminiation and site visits or consultationstcetera For example, with
regard to//Khara Hais municipalityit has been stipulated thahe fee inTable 23 is dependent on
the actions required to establish a townshipin this case, reoning and subdivisioare required
actionsand thus the costs are inclusive of all the variables required to complete these actions

The feestructure of township establishment for residential developments ranges from R340 to
R9985. The cost of retail, commercial and indusi developments ranges from RBO across all
three development scenarios, to RRO00O for retail, R64D00 for commercial and R4&D0 for
industrial developments.

There is similarly no fee for the establishment of a township gbhekwini metro The ée for
eThekwini metroas indicated inTable 23 isa cost that will only be applicable if the township
exceeds the boundaries as specified in the building plans previously submitted.

With regard toresidentialdevelopments, a tariff of R342 is payabler Businesscommercialand
industrial developments, the tariff of R212 is payable following the submission and subsequent
approval of an application for the authorization of the relaxation of building lihbe.fee of R342
was considered an outlier aslative to the other charges, it was deemed as exceedingly low and
unlikely. This is the same for the fee of R340 charged by Mangaung municipality of R340.

Table2-3: Township Establishment Fee

Medium Density
Study areas Residential Retail Centre = Commercial Office: Industrial
Developments
Floor size (r®) 2,000 40,000 8,000 10,000
Johannesburg
Tshwane

Ekurhuleni
Mogale City
Emfuleni
Cape Town
George
Msunduzi
Mbombela 9,985
Emalahleni R 4,218 R 4,218 R 4,218

Nelson Mandela Bay R 2,280| R 2,280| R 2,280
Buffalo City Metro N/A N/A N/A

Polokwane 6,794 R 6,794 R 6,794
Mangaung 2,000,000 R 64,000 R 42,500
Sol Plaatje N/A N/A N/A

Khara Hais R 1,030| R 1,030| R 1,030
Rustenburg R 6,050| R 6,050| R 6,050
eThekwini R2 4,212| R 4,212| R 4,212

Other thanthe City of Tshwaneand Mangaung municipalitythe remainder of the municipalities
which havea tariff for township establishment, charge a single tariff for township establishment
City of Johannesbuilgeing one of these.
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Both City of Tshwaneand Mangaurg municipality
calculate their tarif§ by considering the size of the erve
or GLAand development typeThis is the drivefor the
high tariffs chargedoy both municipalitiesMangaung
municipality charges R20 per meter squared for bo
retail and commerdal developments, and R17 per meter squared ifmlustrial developments.The
size of the erven is used for this calculation. With regar@ity of Tshwaneabasic fee of R267 is
added to the costs of the combined GIFr the purpose of this study, tHEownship Establishment
fees forretail, commercialand industrialdevelopments inMangaung municipalitg as well as the
aforementioned residential township establishment fee for both Mangaung and eThelavani,
going to be considered as outliers as thveil distort the data inputted into the comparative model.
City of Tshwanetherefore charges thehighest townshipestablishmenttariff for the retall,
commercialandindustrialdevelopment scenarios.

Cost Highlights

High Tshwane R 11,789
Average

Low Khara Hais

With regard to the RBPO0000, R64000 and R4200 fees that Mangaung municipality charges for
the retail, business and industrial developmestenaris; it must be noted that the municipal
respondent was questioned concerning the exceedingly high tarifscbisé reason for the high fees
could not be establlsed as the respondent does not take part in the decision making process but
only implements the fee decisions imposdtilwas noted that these fees may be-assessed upon
applicationas the municipality reviews applications cdsecase Developers shoulthus take note

and approach the municipalityhen submitting an application

Mbombela municipalityhas the highest tariff foresidentialdevelopment at a basic cost of B85.
This cost is applicables a basic charder all development types

2.5 SUBDIVMSION EE

A basic fee for all municipalities with an additional cost per portion or erven subdivided was used to
calculate the subdivision feehiownin Table 24. The municipalities wherein this does not apphyd

justa basic application feis applicak# areCity of TshwaneMogale @y, Msunduzi municipalityand
Nelson Mandela Baylhetariffs charged by the municipalitieare inclusive of administration fees

and labour costsg unless otherwise statedin conjunction the tariff indicated for Msunduzi
municipalityin Table 24 is a basic fee, but an additional fee for each subdivision will be applicable
upon a land surveyThis fee is the equivalent of the cost per portion charged by all municipalities
other thanCity of TshwaneMogale CityMsunduzi mumicipalityand Nelson Mandela Bay

The subdivision fee is only applicable to the residential development scenario. Thidorstlas
retail, commercial and industrialevelopmentexamplesthe subdivision okervenfor development
to ensuein these scenaoisis not required

With regard to theresidentialexample used in this analysig
subdivision fees range from R536 for Mogale City to

Cost Highlights
High eThekwini
Average
Low Mogale CityjIsd
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highest tariff of R®09 in eThekwini metroThis high fee is driven tayhighcharge per portiorand

per subdivisionof R342which thus inflates the overall cost above the fees charged by other
municipalities In comparison, the subdivision fee chargedQity of Johannesburig R790which is
approximately 1@imes bwer thaneThekwini metro

Table2-4: Subdivision Fe

Study areas Medium Density Residential Developments

Site Size 20 unit townhouse duplex (100m?2 each) on 0.8|
Johannesburg
Tshwane
Ekurhuleni
Mogale City
Emfuleni
Cape Town
George
Msunduzi
Mbombela
Emalahleni
Nelson Mandela Bay
Buffalo City Metro
Polokwane
Mangaung
Sol Plaatje
Khara Hais
Rustenburg
eThekwini

A pUpUPAPAPU PP PP PP PU PR P PU PP

2.6 BUILDING PLANHE

For all study areas, the Building Plaeg are calculated byultiplying the GLAR2. Other than the

additional charge indicated by the Ekurhuleni megxplained belowthe tariffs ae inclusive of all
administration fees, labour costs and other operating castaurred related to the processing of
building plans.

The costs for all development types range froB581to R150000 for residentialdevelopments.
The lowest charges faretail, commercialand industrial developmens respectively are R6321,
R24250 and R2830 with the highest at R460 000, R95D00 and R1.90000.

Mangaung municipality has the highest charges for all development examples. These charges were
noted as highand consequently questianwere posed to the respondent$he reason for the high

cost is driven by the high rate payable pet.mihe charge pemz2 for a residential development is

R75 and for commercial, business and industries, the rate is R#2L9hee was no indication given

as to whether these costs would be altered upon application of building plans
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Ekurhuleni municipality has an additional charge wherein an application charge for a Certificate of
Occupancy is included in the value illustrated abl€ 25. A tariff of R80 per application per unit or
erven is payable. Alternatively, 5% of the building plan fee is payable should it exceed the R80 tariff.

Table2-5: Building Plan Fee

Medium Density
Residential
Developments
2,000

E

Study areas

Size ()

Centre

40,000

Commercial Office:

8,000

Industrial

10,000

Johannesburg R 405,000 R 85,000( R 105,000,
Tshwane R 440,440 R 88,440 R 110,440
Ekurhuleni R 201,390/ R 66,675 R 80,115
Mogale City R 575,200 R 115,040 R 143,800
Emfuleni R 187,565 R 39,021 R 48,305
Cape Town R 1,104,640 R 220,928 R 208,016
George R 1,007,076 R 204,516( R 254,676
Msunduzi R 109,769 R 32,224| R 40,240
Mbombela R 120,250| R 24,250/ R 30,250
Emalahleni R 64,321 R 120,498 R 149,910
R 120,840/ R 120,840 R 120,840
R 945,000 R 202,000 R 177,600
Polokwane R 820,800 R 164,160 R 205,200
Mangaung 150,000 R 4,760,000 R 952,000 R 1,190,000
Sol Plaatje \ R 25,080| R 501,600 R 100,320 R 125,400
Khara Hais \ R 8,230| R 110,830\ R 24,430| R 29,830
Rustenburg
eThekwini R 29,180 397,750 R 87,350| R 106,750

The specialists dve not been able to acquire thq
building plan fees for the Rustenburg municipality.

Cost Highlights
Mangaung R 1,763,000
Average R 269,230
Khara Hais R 43,330

2.7 CONNECTIONHES WATER, SEWERAGE, ELEICITY

As mentioned in the introductory sectionhdé connection sizes applied to the development
examples were taken from therevious study a5SGFAf Ay 3 GKS adzyAxOALJ €
wSt SR . dza AhisSsita alldwyTorcohtibbity éndcomparison with historic results if
required. All connection sizes for electricity, water and sewerage were supplied by SAPOA on th
basis that they were typical to the development type. The connection sizes are applicable as the
developmentscenariosn this study do not differ to the previowstenarios

It was roted that the municipalities that have connection fees éable withintheir respective Tariff
Shedules supply a basic charge per connection type and size, or the cost is relative to distance from
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infrastructure Becausehis exercise relies on hypothetical informatjanunicipalities that require
development specifimformation are in the profile,cited asrequiring aquotation. Therefore, whee
applicable, theassumptionthat the development examples are within the required proximity to
available infrastructure was made.

Where connection feefor water, sewerage and eleitity are not given, the reasois due to the
numerous variableshat make up the cost for connection feeThe variables are inclusive of the
following:

administration fees

maintenance charges

labour costs

infrastructural contributions
upgrades

connection type

distance from service infrastructure
1 bulk availability

=A =4 =4 4 -8 4 A

Furthermore, with regard taesidentialdevelopment, it was presumed that each unit has a single
sewerage connection. This allowétd a comparable cost analysis.

2.6.1 WATERCONNECTION FEES

Water connections for the developmenscenariosidentified two different connetion sizes:
75mm/80mm for theresidential development,and 100mm/110mm connection focommercial
retail andindustrial

The extent of the cost of connecting water to a new depenent is dependent otthe variables as
outlined above Essentially, with regard to obtaining and calculating the actual costs of connections
for water ¢ unless specifically giverthe chargesdo not present a universaleflection of the
expectedcosts.

Table 26 indicates the municipalities which have basic charges for connectionafeshose that
require a quotation upon a survey of the site.

The costs for water connection fees range frog
R2537 to R3B48 for residential development
R2537 to R4®06 for both retail and commercia
developments, and R237 to R7345 for Industrial
developments. Of the municipalities with a basi
tariff per connection sizekkurhuleni municipalitghargeshe highest connection fee for residential
and commercial devepments 0fR37347 and R4905 respectively.

Cost Highlights
High Buffalo City

Average R
Low Emalahleni

24,492
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Buffalo City Metrocharges R7845 for a DOmm/110mm connection size fomdustries. In
comparisonCity of Johannesburcharges almost R4I00 less for the same water connectiomda
R10000 and R®00 lessdr the highest tariff charges of commercial and residential developments
respectively.

Table2-6: Water Connection Fees

Medium Density
Study areas Residential Retail Centre Commercial Office Industrial

Developments
Connection Size 75mm/80mm 100mm/110mm 100mm/110mm 100mm/110mm

Johannesburg 35,482
Tshwane R 23,610
Ekurhuleni R 45,906
Mogale City Quotation only Quotation only Quotation only Quotation only
Emfuleni R 28,050 R 30,200[ R 30,200[ R 30,200
Cape Town R 5,580 R 6,962 R 6,962 R 6,962
George R 13,584 Quotation only Quotation only Quotation only
Msunduzi R 19,597| R 27,605 R 27,605 R 27,605
Mbombela R 28,000/ R 34,000/ R 34,000/ R 34,000
Emalahleni R 2,bB7 2|R.7 2|37 2
Nelson Mandela Bay R 30,000[ R 35,000[ R 35,000[ R 35,000
Buffalo City Metro R 28,482 R 38,664 R 38,6643 73,045
Polokwane R 8,948 Quotation only Quotation only Quotation only
Mangaung Quotation only Quotation only Quotation only Quotation only
Sol Plaatje

Khara Hais R 14,100| R 17,800| R 17,800| R 17,800
Rustenburg R 28,280 R 27,131 R 27,131 R 27,131
eThekwini Quotation only Quotation only Quotation only Quotation only

The municipalities thatvere unable to assist and onpyovide a price on quotation arglogale City,
George municipalityPolokwane municipalityMangaung municipalitandeThekwini metro

With reference to the high charges for water connection fees for Ekurhuleni municipality and Buffalo
City, explicit reasonfor these high charges were hoffered by the municipalities. The technicians
instructed that connection charges are dependent on numerous variables, and therefore, when no
site visits are ensued, an estimated figure was gilretthe opinion of the research team, an inflated
value wa given to ensure that the actual costs do not exceed the estimate, and that the
municipality not be held accountable for a loss incurfedthe estimate givenThus,t is important

to note that cost estimates may vary upon the visit of a developabke sit

The connection fees for the Emalahleni municipality have similarly been noted as significantly lower
than the charges for the other municipalities, and have thus, for the purpose of this study been
assigned as outliers son as not to alter the range frghich the costs are analysed. The fee of
R73045 charged by the Buffalo City metro for Industrial connections has been similarly designated
as an outlier for the same reason.

“The connection fee of RT®5 for the Buffalo City municipality is the cost payable upon development of
Industries within the delineatethdustrial Development Zone
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|2.6.2 SEWERAGEONNECTION FEES

The sewer connection fees were all levied on g@mne 150mm size connecticas supplied by
SAPOA in the previous studis with water connections, there are numerous variables that impact
on the costing of connections for sewerdge

With reference to Table -Z, the costs for sewerage connection tariffiom all development
scenarios range from R580 to RAZ8. Mbombela municipality charges the highest tariff of B26

for a 150mm sewerage connection. This connection cost is with reference to the residential
development scenarioThe high charge has beenoted by the specialistslhe explanation for this
charge is driven byhe fact that a sewerage connection for each town hougea standard
connection feeof R1831 Thisfee excludes the potential additional chargefsrementioned.

Table2-7: Sewerage Connection Fees

Medium Density
Study areas Residential Retail Centre Commercial Office Industrial

Developments
Connection Size 150mm 150mm 150mm 150mm

Johannesburg Quotation only Quotation only Quotation only Quotation only
Tshwane R 580[ R 580 R 580( R 580
Ekurhuleni R 8,362 R 8,362 R 8,362| R 8,362
Mogale City Quotation only Quotation only Quotation only Quotation only
Emfuleni R 3,689 R 4,477 R 4,477 R 4,477
Cape Town R 1,151( R 1,151( R 1,151( R 1,151
George Cost PLUS 10% Cost PLUS 10% Cost PLUS 10% Cost PLUS 10%
Msunduzi 5,514| R 5,514| R 5,514| R 5,514
Mbombela R 1,831 R 1,831 R 1,831
Emalahleni 849 R 849 R 849 R 849
Nelson Mandela Bay 6,219 R 6,219 R 6,219 R 6,219
Buffalo City Metro 2,847 R 2,847 R 2,847 R 2,847
Polokwane Cost PLUS 10% Cost PLUS 10% Cost PLUS 10% Cost PLUS 10%
Mangaung Quotation only Quotation only Quotation only Quotation only
Sol Plaatje 2,370| R 2,370| R 2,370| R 2,370
Khara Hais 2,032| R 2,032| R 2,032| R 2,032

Rustenburg 12.788
eThekwini 7,250/ R 7,250| R 7,250| R 7,250
Rustenburg municipality charges the highest Cost Highlights

tariff for the remaining three development [ Rustenburg R 12,788
scenarios at R1288. Both City of Johannesburg Average 4,982
and Mogale City supply connection charges onl Tshwane

on quotaion, whilst the connection charges for

George municipality and Polokwane municipality are the cost, plus TRé&ccost that is indicated by

both George and Polokwane municipality is the actual cost of connections as well as the variables
that are incalcldble without a site visit. The additional 10% is an undeclared surcharge for which the
rationale could not be explained by the respondent interviewed.

°See the introductory section for connection fees.
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|2.6.3 ELECTRICITGONNECTION FEES

On account of thenany variable%and infrastructural contributionso take into consideration when
determining a connection typeand fee,ten of the 18 municipalities being analysed provide
connection costsipon either anexamination of the development siter submission and application
of buildingplans or both. A ball @rk hypothetical figure could #refore not be obtainedfrom the
majority of respondent municipalitiesThese municipalities ar€ity of Johannesbuydekurhuleni
municipality, City of Cape TowrGeorge municipalityMbombela municipalityBuffalo City Meto,
Mangaung municipality,Sol Plaatje municipality//Khara Hais municipalityand Rustenburg
municipality Ekurhuleni municipality provides a basic connection fee for the residential

development scenario.

Table2-8: Electricity Connection Fees

Study areas

Connection Size

Johannesburg

Medium Density
Residential
Developments

80kVA - 120A 400V

Retail Centre

3200kVA 11kV

C

ommercial Office

640kVA - 1000A

Industrial

300kVA - 450A

Tshwane

Ekurhuleni

Mogale City

Emfuleni

Cape Town

George

Msunduzi

Mbombela

Emalahleni

Nelson Mandela Bay

Buffalo City Metro

Polokwane

Mangaung

Sol Plaatje

Khara Hais

Rustenburg
eThekwini

The municipality that charges the lowest connection fee for all development scenarios is City of
Tshwaneat R560, which is a basic charge, irrespective of the size or function. It is important to note
that further chargs such as service contributions, maintenance and administration costs are not
included in this tariff. To ensure a comparative analysis, this fee will therefore be considered an

outlier.

Quotation only Quotation only Quotation only Quotation only

R 560| R 560| R 560| R 560
R 5,100 Quotation only Quotation only Quotation only

R 2,372| R 2,372| R 2,372| R 2,372
Quotation only Quotation only Quotation only Quotation only
Quotation only Quotation only Quotation only Quotation only

R 15,0641 370,295 108,956/ R 74,450
Quotation only Quotation only Quotation only Quotation only

R 2,/1IR0 2/IR0 2/IR0 2
Quotation only Quotation only Quotation only Quotation only

R 29,248 R 2,907| R 2,907|R 2,907
Quotation only Quotation only Quotation only Quotation only
Quotation only Quotation only Quotation only Quotation only
Quotation only Quotation only Quotation only Quotation only
Quotation only Quotation only Quotation only Quotation only

R IR R 362570R 314,930

The highest charges for the development scenarios are eThekwimnd rfeatresidential, commercial
and industrial developments, of RZ80, R36570 and R31980 respectively. Msunduzi
municipality has the highest charge for the retail development scenario at B&.0

*These vasdbles are the same that are included in the water and sewer connection sections.
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When calculating the data for the Comparative Mattixe high costs charged by the Msunduzi
municipality for retail, commercial and industrial connection fees are considered outliers. Specifically
with regard to the fee evident in Table&for the retail development scenario, upon enquiry, the
municipality was unable to provide an extensive explanation. The driver of this charge is that
connections which have more than 10 000kV are charged R101 per kVa. Furthermore, from the
ALSOALTAAGQE LISNALISOGAGSE GKS AYLINRGDandR¥4 & 27
980 for eThekwing which were supplied by a municipal representative, are questionable and will

thus similarly be excluded from calculations for the comparison.

Thus, the notion that there was a possiblg
misunderstanding of the question bythe
municipal responders for eThekwini and
Msunduzi municipalitiess assumed The charges
of these connection fees are deemed
overestimatesand further clarification could not be achieved

Cost Highlights
High eThekwini R 217,415
Average R 54,179
Low Tshwane R 560

2.8 CONSUMPTIONKARGE® WATER, SEWERAGEEFUSELECTRICITY

This section provides the consumption charges for each development type. As indicated in the
introductory section, these have been derived using a generalized demand for water, sewerage,
refuse and electricity. Thessumeddemand is indicated in the topw of each table.

Similar to connection fees, the tariffs for consumption are &ding into consideration certain
variables. Other than the guidelines that are applied by the Minister of the Tregagyndicated in
the above section which discussd®tspecific regulatory determinants of tariffs, there are explicit
costs associatewvith operations which the study areas include in itheharges.Generally, these
operating costs are charged in the form of a basic fee and include:

9 Labour costs
9 Administraion fees

Similarly, the capital projects noted within the annual budgets are funded by tariffs. These are
inclusive of:

9 Maintenance of service infrastructure
1 Upgrading of infrastructure
1 New projects

Furthermore, municipalities ar@rovided with these seiges by national government and the
private sector. For example, consumption chargé®lectricity are set by NER®Ad supplied by
EskomIndependent Power Produceos municipalities Relativeto the bulk availabilityand capacity

of electricity in an eea, a municipality may if agreedon by council, increase the tariff relative to
overallcosts.Similarly, capacity and availability are contributing factors to the costs of consumption
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for water and sewerageFurthermore, some municipalities outsourcergice provides such as
private refuse companiesThetariffs are therefore set relative to the costs of the compaaligned
with Treasury guidelines.

2.7.1 WATERCONSUMPTION CHARGES

Forstandardgation purposes constant consumption of 200kl was assunaemioss all landise types.

Thus this implies for theesidentialdevelopment, that each townhouse consumes 10kl of water per
month and is supplied by a communal meter. Although the rate is not a realistic representation of
consumption, it is used to prade a comparison of theervicescosts for all municipalities among the
development examples.

Table2-9: Water Consumption ariffs

Medium Density
Study areas Residential Retail Centre Commercial Office Industrial

Developments
Consumption Rate (kI) 200 200 200 200

Johannesburg R 507|R 4,353| R 4,.353| R 4,353
Tshwane R 1,608| R 2,378| R 2,378| R 2,378
Ekurhuleni R 832|R 2,727/ R 2,727/ R 2,727
Mogale City R 914| R 3,306| R 3,306| R 3,306
Emfuleni R 2,600| R 3,300 R 3,300| R 3,300
Cape Town R 827|R 2,604| R 2,604| R 2,604
George R 869| R 3,600 R 3,600 R 3,600
Msunduzi R 3,001{R 3,069| R 3,069[ R 3,069
Mbombela R 931| R 3,026| R 3,026| R 3,026
Emalahleni R 871|R 2,474| R 2,474| R 2,474
Nelson Mandela Bay Based on Scale Based on Scale Based on Scale Based on Scale
Buffalo City Metro R 1,743| R 2,397| R 2,397| R 2,397
Polokwane R 1,389 R 3,260| R 2,775 R 2,806
Mangaung R 2,736| R 2,031| R 2,031 R

Sol Plaatje R R R R

Khara Hais R R R R

Rustenburg R R R R

eThekwini R R R R

The water consumption tariff chargeange from R507 to R85 forresideriial developments and
R848 to R%10 for the other three development scenarios.

Besides //Khara Hais municipality with a cost of RS Cost Highlights
for commercial, business and industries, t High
consumption charges across the delineats
municipalities for these developemt scenarios are [
comparatively  alike. Considering residentia
developments, the water consumption costs vary more significantly. The City of Johannesburg has
the lowest value at R507 per 200kl a month, while Sol Plaatje municipality charges R4 685 for the
same amount. The difference is driven by the rate per kilolitre, at R5.56 for City of Johannesburg and

"

Sol Plaatje
Average
Khara Hais




N
VgV
PROPERTY DEVELOPMENDMPARISON OF MUNPAL SERVICES COBEBORZ013 S A ‘;o A

R20.55 for Sol Plaatje municipality. Furthermore, Sol Plaatje municipality does not indicate as to
whether a zero cost to the first 6kl of water consuins allocated.

Sol Plaatje municipalitgimilarly has the ighest consumption charges for retalommercialand
industrialdevelopments at R810 per month With regard toCity of Johannesbuygnlike thelarge
difference incosts forresidential consumiion, the City of Johannesburgharges approximately
R150 lessAn explanation for the high tariff costs charged $gi Plaatje municipalitynay be that
when compared to the other study areas, wateithin the Northern Cape is a scarce resource
Essentiall, where a resource is more prevalent, the chargiesuldbe lower.

Table2p AYRAOI GSa GKFG F2N) bStazy alyRStF . F& YS{N.
2y al0lftS¢ YR dzyt @l AfFoftS dzll2y NBljdzSaddatoaaSyd.
water consumption charges are dependent on the number of days since the previous metering, as

well as the amount of water consumed which will concurrently fall within an applicable scale and

tariff.

2.7.2 SEWERAGEONSUMPTION CHARGES

Similar tothe demand for water, sewerage is charged at 200kiwater per month, with each
townhouse for theresidentialdevelopmentexampleconsuming 10Kkl, with one sewerage point each.

The method of costingewerageconsumption across municipalities i@ Emfulenimunicipality,
Emalahleni municipalityPolokwane municipalityBuffalo City Metroand //Khara Hais municipality
measure the csts relative to the ige of the Erven Mangaung municipalityvith regard to the
market value of each developmemhilst the remander of the municipalities charge pé&iolitre of
water consumed.This is based on the assumption that a large portion of water consumed will
become sewerage.

There are two additional costs applicable, which is a charge per sewer point, and a 60%ocharge
water consumed. George municipality and Sol Plaatje municipality charge per sewer point for retail,
commercial and industrial developments. For the same development scenarios, Polokwane
municipality will charge an addition to the cost as indicated bl &10 for sewer points, grease
taps and so forth. This is the reason for the improbable charge of R90 for commercial developments.
Similar to the costing for water consumption, Nelson Mandela Bay is unable to provide a cost for
consumption relative tohie development types. Essentially, the costs for sewerage are linked to the
amount of water consumed hence the charge is based on 60% of water consumed. A computed
formula is used to calculate the monthly charge, thus signifying that the costs vary Ijmofsh
indicated in Table -20, the consumption charges for sewerage across all municipalities are wide
ranging. The tariff cost ranging for the residential scenario from R72 td RBi& explanatory of this
assessment. The costs for retail range fromow IR99 to R30%69, R90 to R2318 for the
commercial development scenarios and R99 to RB8®for industrial development.

George municipality and Mangaung municipality have the highest costs for sewer consumption
across all municipalities. With referemdo George municipality, sewerage consumption for the
residential development example is RB#8 per month.When queried, the municipal respondent
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clarified that this chargés driven by the charge per unit of B&1.Similarly Mangaung municipality
calallates sewerage costs using the market value of the developed prop&styclarified by the
municipality, his is the driver for the high consumption charges evident in Tak@ 2

Although these figures were supplied and clarified by municipal respoegbatause these charges
are significantly higher and inconsistent with the costs for the remaining municipalities, the
residential charge for the George municipality and Mangaung municipality will be reflected as
outliers in the analysis.

Table2-10: Sewerage Consumptiorafiffs

Medium Density
Study areas Residential Retail Centre Commercial Office Industrial

Developments
Consumption Rate (kl) 200 200 200 200

Johannesburg R R 219|R 219|R 219
Tshwane R R 932| R 932| R 932
Ekurhuleni R R 1,227| R 1,227| R 1,227
Mogale City R R 915| R 915| R 915
Emfuleni R R 1,360| R 113 R 871
Cape Town R R 2,002| R 2,002| R 2,002
George R charge per sewer point

Msunduzi R R 1,350| R 1,350| R 1,350
Mbombela R R 3,095/ R 3,095| R 3,095
Emalahleni R 2R8 PR3 8

INEIS RV EQGEIER=EIVAN 60% of Consumption 60% of Consumptiop60% of Consumption60% of Consumptio
Buffalo City Metro R 3,577/ R 3,874/ R 693 R 2,543
Polokwane R 1,108 R 993| R 90| R 287
Mangaung R 30,752 305,169 R 23,018 R 119,888
Sol Plaatje R 1,548 charge per sewer point

Khara Hais R 2,178| R 18,630| R 3,912|R 2,411
Rustenburg R 1,883 R 99| R 99| R 929
eThekwini R 72| R 1,136| R 1,136

When comparing this figure of R72 ferhekwini metrao the charges for residential consumption
to the other municipalities, the cost of R72 appears improbable driver for thdow cost of R72
for sewerage consumptiofor eThekwini metrois on account of the first 9kl of sewerage effluent
charges at a zero cost, followdsy a charge of R3.60 for each sewerage connectidrerefore,
considering the generalised consumption of 200kind consequentlythe unrealistic 1Rls of
consumption per townhousper month this figure isroted as unlikely as it reflects a total charge of
1kl per unit.

The low costs indicated iffable 210 of R99 for Cost Highlights
Rustenburg municipality is specified by the High Mangaung R 119,707
municipality as a basic chargaith additional costs Average R 10,631
upon developmenttherefore detailing an explanatioryigm Emalahleni

for the questionable low charge
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As previously indicated, the values for both the George and Mangaung municipalities are identified

as outliers. In cajunction, the low fees evident in Tablel® for Emfuleni municipality (R113pr

the commercial developmenhiPolokwanemunicipality (R9Q)for the eThekwini municipalitfR72),

and the costs of R99 for all three development scenarios other than #ideetial development for
Rustenburgmunicipalityare all, due to the unlikeliness of these low tariffs, classified as outlfers.
incorporatedA y 12 GKS Fylfeara | a @FfdSaz GKS Ydzyia OA Ll
expensivethus skewing theanalysis.

2.7.3 REFUSEEONSUMPTION CHARGES

Refuse tariff costs are determined differently across all municipalities. Rates are determined relative
to one or a combination ahe following”:

9 developed site value,
9 size of the erven, or
1 the litres of refug produced per week.

The size and value of the sites applied are in conjunction with thel@termined values.

To ensure that an alhclusive comparative analysis was made, an assumption concerningrése lit
of waste produced per week was mate faciitate a standardized analysift was assumed that
each residential unit produced 240L per week, anthat retail, commercial and industrial
developments each produced 1DOL of refuse per week. Table 211 illustrates the refuse
consumption taiffs for the delineated municipalities.

The charge for refuse consumption for the residential scenario ranges from R596 16RIR117 is
the lowest charge for the retail, commercial and industrial development scenarios, of which the
costs range to RS50, R57/62 and R7192 for the respective developments.

Buffalo City Metro charges the highest refuse removal tariff for the residential development
example. This cost is driven by the fee of R446 per container per unit, equating tb6R@r
month. Through correspadence with relevant municipal officials, it was stated that this tariff would
be reassessed upon the completion of the developmepPblokwane municipality has the highest
tariff for the retail, commercial and industrial development examples. No explamdtr these
charges from the Polokwane municipality could be attaindtke high charge for Buffalo City metro is
determined as an outlier.

Table2-11: Refuse Consumptioiariffs

Apart from the litres produced, both the developed site value and size of the erven were garnered from the
previous study.

*The litre of refuse produced is not an indicatiof the amount of refuse an actual development as the
examples would produce. Therefore the tariff values are not an indication of what the actual tariff charges for
each development will be, but is instead used as a tool for comparison.
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Medium Density
Study areas Residential Retail Centre Commercial Office
Developments

Litre produced per week 240 1100 1100
Developed Site Value 100,000,000 R 700,000,000 R 52,800,00C
Johannesburg
Tshwane
Ekurhuleni
Mogale City
Emfuleni
Cape Town
George
Msunduzi
Mbombela
Emalahleni
Nelson Mandela Bay
Buffalo City Metro
Polokwane
Mangaung
Sol Plaatje
Khara Hais
Rustenburg
eThekwini By contract By contract By contract

IOV RAO|D(O(O(O|D|T|0|0|0|0|0
T OO |D(O(O(D|W|W|0|0|0|0|D

With reference to Table -21, clarification for thelow
charge of R117 for refuse removal from Emfuleni co
not be attained This low fee has been identified as &
outlier. Similarly, the low fee of R117 for Georg
municipality is considered as unlikelynda thus
established as aautlier. Concerning the fee of R150 for Mangaung municipality for commercial and
industrial developmentsit was ascertained by the respondent that the fees were calculated on an
annual basis. Therefore, to calculate the monthly payment, the single anhaege of R1830 was
dividedby 12.

Cost Highlights

Polokwane
Average

Mangaung

When comparing these high costs to the tariff chargesCily of Johannesburgetro, the removal

of refuse inBuffalo City Metroand Polokwane municipalittare more than double in valuéor
residentialrefuse removabnd thus heavily inflated for all business uses which could have adverse
negative effects for business owners and property owners where these fees could not be recovered
from tenants For retail, commercial and industrial developments, City of Johannesburds
respectively ninefive and seven timefower in cost.

2.7.4 ELECTRICITSONSUMPTIORHARGES

Table 212 indicates the consumption tariffs for theesidential retail, commercialand industrial
developmentscenaris. Thevalues inTable 212 is the costper kWh enabling a straightforward
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standardizedcomparisonof costs These tariffs are calculatédsing the connection sizes supplied
by SAPO#or the previous studwt a generalized consumption rate 00Q0kWh.

The charges foconsumption per kWh rage from R0.52 to R1.57 for residential, R0.32 to R1.31 for
retail, and R0.36 to R1.37 for both commercial and industrial development scenarios.

Table2-12: Electricity ConsumptiofRates

Medium Density
Study areas Residential Retail Centre Commercial Office Industrial

Developments
Consumption Rate (kWh) 2,000 2,000 2,000 2,000

Johannesburg R R D.B6 DO (
Tshwane R R R R
Ekurhuleni R R R R
Mogale City R R R R
Emfuleni R R 0.57| R R
Cape Town R R 0.55| R R
George R R 0.49| R R
Msunduzi R R 0.65| R R
Mbombela R R 0.49| R R
Emalahleni R R 0.63| R R
Nelson Mandela Bay JI& R 0.62| R R
Buffalo City Metro R R 0.90| R R
Polokwane R R 1.12|R R
Mangaung R R 0.87| R R
Sol Plaatje R R 0.83| R R
Khara Hais R R 0.49(R R
Rustenburg R 0.53| R 0.56| R 0.56
eThekwini R 0.75[R 0.90[ R 0.90| R 0.51

Sol Plaatje municipgigdy charges the highest cost per kWh at R1.57résmidentialdevelopment. For
retail, commercialand industrial developments, Mogale City has significantly higher consumption
rates.

Cost Highlights
High Mogale City | 2,325

Average
Low Khara Hais

2.9 VACANT LANDAITES

As noted in the introductory section, the land wal®is assumed constant throughout all
municipalities. This is to ensure that thmunicipal servicegosts are comparable, concurrently
facilitating accuracythroughout analysisThe values iTable 213 are therefore not the true values
of a property devipment in each municipality, but rathg@rovide an indicatiorof the difference in

When TOU/seasonalharges for a municipality were relevant in the calculation of electrical consumption
rates, an average charge was determined.
The land values applied are derived from the previous study.
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rate chargesacrossthe study areasMunicipal rates are applied to the municipal rand value of the
vacant property, at a specific rate randage.

These rates are determinday the costs incurred by municipalitigslative to the site Vacant land is
essentially an asset which the municipality services but does not receive developed property tax on
Therefore, the rates for vacant land are designed as an incentive to deaatbfiorcedevelopers

not to let the land lay vacant for a long perio@ther than to cover the costs of servicing the vacant
land including service contributions, labour costs etcetetiaey further cover all operating costs
such asnaintenance and bullnfrastructureupgradesin essence, the rates are set according to the
value of a site in itentirety ¢ including all variable increasing or decreasing value

Table2-13: Vacant Land Rates for Vacant Land punicipality

Medium Density
Study areas Residential Retail Centre  Commercial Office: Industrial

Developments
Land value 20,000,00C R 250,000,000 R 20,000,00C R 25,000,00C

Johannesburg 445,840 R 5,573,000 R 445,840 R 557,300

A by

Tshwane R 1,202,800 R 15,035,000 R 1,202,800 R 1,503,500
Ekurhuleni R 596,000 R 7,450,000 R 596,000 R 745,000
Mogale City R 845,600 R 10,570,000 R 845,600 R 1,057,000
Emfuleni R 340,000 R 6,375,000 R 510,000 R 742,500
Cape Town R 242,480/ R 3,031,000 R 242,480 R 303,100
George R 100,280 R 1,253,500 R 100,280 R 125,350
Msunduzi R 404,000 R 5,050,000 R 404,000 R 505,000
Mbombela R 445,900 R 5,573,750 R 445,900 R 557,375
Emalahleni R 278,900 R 3,486,250 R 278,900 R 348,625
Nelson Mandela Bay [IR 446,460 R 5,580,750 R 446,460 R 558,075
Buffalo City Metro R 441,000 R 5,512,500 R 441,000 R 551,250
Polokwane R 455,820/ R 2,050,000 R 164,000 R 205,000
Mangaung R 155,920| R 1,949,000 R 155,920 R 194,900
Sol Plaatje R 39,880| R 747,725 R 59,818 R 184,435
Khara Hais R 63,120/ R 789,000 R 63,120/ R 78,900
Rustenburg R 150,000 R 1,875,000 R 150,000 R 187,500
eThekwini R 875, 10,940,000 R 875,200 R 1,094,000

As indicated in Table-23 the range of costs are significant. City of Tshwane has the highest costs
payable for vacant land for residential (R12800), retail (R1935000), commercial (R202800)

and industrial (R503500) developmerd. In comparison, the lowest costs for residential, retail,
commercial and industrial developments are RB8®, R747725, R5818 and R7800 respectively.

The high charges for City of Tshwane are driven by the vacant land rate of R0.0601 which is relevan
to all zoned land. It was noted that the rate for vacant land for the metro was higher than the other
study areas, but although queried, the municipality had no explanation. It is important to note that
the rates payable to municipalities for vacant lasdn general higher than the rates payable for a
developed site. The explanati@s aforementioneds that municipalities incur costs on serviceable
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land which remains unused. The high rates may thus be viewed as encouragement from
municipalities to deviep a vacant site.

Emfuleni municipality, Polokwane municipality and Sol Plaatje municipality have a different rate in
the rand dependent on the type of development.

The values iTfable 213 do not express the rebatdbkat areapplicable. The municipaks that offer
rebates on vacant land rates are Mogale CEyfuleni municipalityEmalahleni municipalitand
eThekwini metraas indicated irmmable 214.

Table2-14: Vacant Land Rate Rebated for Vacant Lged Municipality

Medium Density

Study areas Residential Retail Centre  Commercial Office: Industrial
Developments
Land value R 20,000,00C R 250,000,000 R 20,000,00C R 25,000,00C
Emfuleni R 339,320
Mogale City R 844,966
Emalahleni R 251,010 R 3,137,629 R 251,010 R 313,763
eThekwini R 873,8% 10,938,687 R 1,092,687 R 1,094,000

A rebate of R1900 on the ratable land value foesidentialvacant land only is applicable in Mogale
City. eThekwini metroand Emfuleni municipalityoffer the same rebate at R3W00 and R4@MO00
respectively. The rebateer eThekwini netro and Emfuleni municipalitydiffer in that only vacant
residentialcategorizedand pertaindor Emfuleni municipalitywhilstall development land typeare
applicable foreThekwini metro In conjunction,Emalahleni municipalitgffers a 10% rebate othe
value of land already rated. The rebated Vacant Land rate for tfoeesanunicipalities is illustrated
in Table 214.

There are no rebates on vacant land for the remaining municipalities.

Cost Highlights
High Tshwane R 4,736,025

Average R 1,622,948
Low Khara Hais R 248,535

2.10 PROPERTYMAES

In order to determine the value of theuildings and infrastructure on each site, typical biniggcosts
were used These values were then incorporated with the allocated land values to detertimine
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total property valué' for each development typeeflected inTable 215 and Table 216. This wold
enable a comprehensive comparison of property rafes aforementionedthe costs thahave been
assignedo each development typare notintended todivert from the actual comparative analysis
¢ the values have been held constant in all municgraas so that the tariff costs per development
may be compared.

Therates determined by municipalities are essentially determined by the value of a property and the
development type.The value of a property is in turinfluenced by not only the annualir€ular
provided by the Treasury, but by variables inclusiveadrinistration fees, costs associated with
servicing the land, for example infrastructure upgrades and maintenamcklabour costs the
property location ¢ for example the City of Cape Town chargé$erent rates relative to property

site, increased demand for property and other variables that impact on the value of a property.

Table 215illustrates the property rates payable per annuwith charges ranging from R4D60 to
R1354000 for residentl, R4214700 to R2M034000 for retail, R31B09 to RA39136 for
commercial and R&55775 to R1@B61 750 for industrial developments.

Table2-15: Property Rates per Development Type and Municipality

Medium Density

Commercial

Study areas Residential Retail Centre : Industrial
Office
Developments

Developed Site Value (Land and Buil R 100,000,000 R 700,000,000 R 52,800,00C R 275,000,00C
Johannesburg R 557,300 13,653,500 R 1,029,864 R 5,363,875
Tshwane R 1,354,000)5 18,956,000 R 1,429,824 R 7,447,000
Ekurhuleni R 740,000 R 10,430,000 R 786,720/ R 5,142,500
Mogale City R 1,057,000 R 14,798,000 R 1,116,192 R 5,813,500
Emfuleni R 850,000 R 11,900,009 R 897,600 R 5,830,000
Cape Town R 606,200/ R 8,486,804 R 640,147| R 3,334,100
George R 501,400 R 4,214,704 R 317,909 R 1,655,775
Msunduzi R 1,110,000 R 14,140,000 R 1,066,560 R 5,555,000
Mbombela R 743,200 R 13,005,300 R 980,971

Emalahleni R 768,500/ R 9,761,504 R 736,296| R 3,834,875
Nelson Mandela Bay R 744,100 R 10,417,400 R 785,770 R 5,115,825
Buffalo City Metro R 735,000 R 12,862,500 R 970,200 R 5,053,125
Polokwane R 476,000 R 5,740,00q R 432,960 R 2,255,000
Mangaung R 779,60083¢ 27,034,00C R R 10,620,500
Sol Plaatje R 912,000 R 19,159,000 R 1,445, 13603

Khara Hais R 1,262,400 R 13,255,200 R 999,821| R 5,207,400
Rustenburg R 530,000 R 12,880,000 R 971,520 R 5,197,500
eThekwini R 914,00R 14,504,000 R 1,094,016 R 7,353,500

With regard to the range of charges, City of Tshwdmas the highest costs for a residential
development atR1354000 compared to R50400 for George municipality and R4D80 for
Polokwane municipalityThese costs are relative to the rates randagealbthree municipalities at

“The developed site values are derived from the previous study
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R0.013R0.005and R0.004espectively Mangaung municipalitand Sol Plaatje municipality charge
the highest rates for retail, commercial and industpebperties.

As indicated in Table-B5, the land rate payable to Mangaung meipality for the retail centre
scenario is significantly higher than the fees charged by the other study areas. The high cost is driven
by the rate of R0.0386. This charge was queliatithe respondent was unable to provide an
explanation other than thathis rate had beempprowed by council.

Table 216 illustrates property rates after rebates. The values which are highlighted have been

rebated.

Table2-16: Rebated Property Rateger Development Type and Muaipality

Study areas

Developed Site Value (Land and Bui R

Johannesburg R 445,840 R 13,653,500 R 1,029,864 R 5,363,875
Tshwane R 879,660 R 18,956,00Q R 1,429,824 R 7,447,000
Ekurhuleni R 740,000 R 10,430,004 R 786,720 R 5,142,500
Mogale City R 633,946 R 14,798,00Q R 1,116,192 R 5,813,50(Q
Emfuleni R 594,108 R 11,900,009 R 897,600 R 5,830,00Q
Cape Town R 606,200 R 8,486,800 R 640,147 R 3,334,10(Q
George R 401,054 R 4,214,700 R 317,909 R 1,655,775
Msunduzi R 1,110,000 R 14,140,009 R 1,066,560 R 5,555,000
Mbombela R 519,824 R 9,349,814 R 774,808

Emalahleni R 576,087 R 7,321,129 R 552,222/ R 2,876,156
Nelson Mandela Bay R 744,100 R 10,417,400 R 785,770 R 5,115,825
Buffalo City Metro R 735,000 R 12,862,500 R 970,200 R 5,053,125
Polokwane R 475,929 R 4,305,000 R 389,664 R 1,691,25(Q
Mangaung R R 27,034,00C R 2,039, 1365 10,620,500
Sol Plaatje R R 19,159,004 R 1,445,135 10,661,75C
Khara Hais R 1,261,832I3! 13,255,200 R 999,821 R 5,207,400
Rustenburg R 529,947 R 12,880,00Q R 971,520 R 5,197,500
eThekwini R 912,908 14,504,009 R 1,094,014 R 7,353,500

Medium Density
Residential
Developments
100,000,000 R

Retail Centre

700,000,000 R

Commercial Office

52,800,00C' R

Industrial

275,000,00(

After rebates, property rates will range betwe&#01054 to R1261832 fesidentia), R4214700 to
R27034000 f¢etail), R31P09 to RD39136 Eommercia) and R1655775 to R1®61750 for
industrialdevelopments.

The impact that rebates dve on property
rates charges is evident when compariraple
2-15and Table 216. Table 216 indicatesCity
of Tshwaneas charging the highestost for
residentialdevelopment upon the application
of the rebates assigned, a difference of approximatel@@B00 for the property rate ofesidential
developments is projected. This difference is driven by a rebate oDBB@ranted toresidential
properties, and an additional 35% rebate on the consequent property tax payable.

Cost Highlights

High Mangaung R 10,118,231
Average R 4,934,703

R 1,647,359

George
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Upon the inclusion of rebatestm the calculation ofresidential property tariffs, the municipality
chardgng the highest tariff, inclusive of a rebate othe first R45000 of the market value of a
property, is//Khara Hais municipalityThe property rate is R161832 which equates to 3257 per
month per unit?

As indicated inTable 216, 14 of the municipalitiesfor which data is available have rebates on
residential property rates. Ekurhuleni municipalityMsunduzi municipality Nelson Mandela Bay
Metro and Buffalo City metro do not offer rebateson property rates NeverthelessEkurhuleni
municipalityand Msunduzi municipalitpffer rebates to developers of newly rateable property. This
is addressedn the next subsection Other than rebates granted foresidential developments,
Emdahleni municipalityand Polokwane municipalityaward rebates on all four development
scenariosand Mbombela municipalitygrants a rebate omnetail and commercialdevelopments.

2.11 ADDITIONAL COMMENTARY APPLICATION CREBATES

In accordance with the calatlon of rebates, this section outlines the rebates aggible,
dependent on certairscenariosWith regard to all municipal study areasyd scenarios in which
discounts are applicablere evidentthesebeing a rebate for developers and the phasing inabés
for newly rateable property.

Ekurhuleni municipality Emfuleni municipalityand Msunduzi municipalityoffer rebates for
developers Concerningekurhuleni municipalitya rebate of 75% on property rates fogsidential
developments is applicable. Thebate will only be applicablepon the submission of an approved
building plan, andf residentialdwelling units are under construction andill be used exclusively

for residentialpurposes This rebate will only be granted for a period of 18 montesnmencingon

the date of submission of the approved building plan, and should an occupation certificate at the
end of the 18months not be supplied, a reversal of the 75% rebate already granted shall result.

The development incentivesgranted to developes by theEmfuleni municipalitys a 50% rebate.

This rebate however is only applicable upon the submission of an application that decrees the
approval of building plans and the commencement of development. If development has been
hinderedon account of anunicipalbasis the rebate will still apply. The rebai temporary andwill

be valid fora 12 monthperiod after which a new application must ensu&/ith regard toMsunduzi
municipality aR S @ S f ghd® MBApplicable ovehree years, and is subjetd council conditions.

The rebates stipulated in thlsunduzi municipalityrariff Schedule state that a 66% and 33% rebate
for the first and second year respectively is applicalie rebate appliefrom year threeonwards

With regard to rebates fonewly ratealle or recently developecroperty, aphasing inof rates
payable will ensue Municipalities offeing a phasing in rebate are Mogale Citlyjsunduzi

2 This value was determined under the assumption that each unit under the sectional title scheme is valued
the same, and in conjunction with the notion that the land and building values are constant across all
municipalities as aforementioned.
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municipalityand eThekwini metroln Mogale CityMsunduzi municipalityand eThekwini metrg the
phadng in of rates fonewly rateablepropertyis to be spread over three financial yedrsthe first
yearof a newly rateable propertya rebate of 75% is applicable, followed by 50% and 25% for the
second and third years respectively.

Table2-17 providesan illustration of the rebates applicable to all municipalities.

Table2-17: A Comparison of Rebates Applicable per Municipality

Study areas

Residential
Development Rebate
Retail Development
Commercial
Development Rebate
Industrial
Development Rebate
Developers Rebate
Rebate for Newly
Rateable Property
Vacant land Rebate

Johannesburg
Tshwane
Ekurhuleni
Mogale City
Emfuleni

Cape Town
George

Msunduzi
Mbombela
Emalahleni
Nelson Mandela Bay
Buffalo City Metro
Polokwane
Mangaung

Sol Plaatje

Khara Hais
Rustenburg
eThekwini

As indicated inTable 217, the number of rebates per municipality rangesnfraero to ive rebate
options on average with rebates on residential development being most prevaRolokwane
municipalitypresents the highest number of rebates at five.

2.12 COMPARATIVE NTRIXES

The HBbles within this section provide a comparison andngfor each indicatoof the municipal
servicescostsasdetailedin the previous chapter€Essentially, eacfiableserves as a guidelirfer
developers concerninghe services costs associatedoer development type and the relative
indicator. A Table for each development scenario @mpiled¢ medium density residentig[Table 2
18), retail centre (Table 220), commercial office (Table-22) and ndustrial (Table 24). Finally,
Table 226 provides acombined comparison for the tariffand servicexostsof all development
scenariosacross all municipalities.
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The values for each indicator illustrated in the Tables were surmised by creating a rangedfam 1
This exercise was done in order to rank the best performers in terms of affordable costing as well
to distinguish municipalities where developmental costs are comparatively highachvaluefalls

within a range from X, 5, 5 being the lowest cost, and score 1 being the most expensive. The ranges
were calculated by dividing the difference betwedre thighest and lowest cost from each indicator

by five. This value was then added to the lowest cost and so forth, creating a rangéof 1

Thevalues in thdinal comparative matrix (Table-Z6), which is a summationf the costs ofll four
developmentscenarios were ranked in the same mannefhe valueshoweverwere deducedby
calculating theaverage costdor each indicator per municipality for the various developmental
scenarios.

The blocks that have been marked blue are an indication of chargésié fictitious on account of

the need for a quotation by the municipality. eevalues indicated were inferred by using the
overall average for the applicable tariff casexcluding the outliersThis was necessary to reflect a
cost which is marketelated, as a zero score would be less comparative and consequently produce
an imbalanced analysis.

Furthermore,the blocks that have been marked orange indicate tiignicipalities that have tariffs
significantly higher or lower than the average costsdwere thusconsidered outliersThese values
were not included in the calculations of the range used for this analydie outliershave been
indicatedand detailedin the above sectionslheservicescosts for each municipality deemed as an
outlier scoreda single pointas in conjunction with the rankings indicated by the bhlecks,if a
zero score was given, the results would consequently be unreliable

Thefew outstanding costeeceived a zero score

2.12.1 COMPARATIVE MATRIX OHE MEDIUM DENSIRESIDENTILA
DEVELOPMENT

Table 218 indicates the ranking for thservicescosts relative to the medium density residential
development. The total scores range frahe lowest for eThekwini municipality with 31 points, to
Emalahleni municipality whom has the bestiscwith 54 pointsThe highest possible score for each
municipality is 65 points.

As specified in Table-28, the municipalities that have outliers are Tshwane municipality, George
municipality, Mbombela municipality, Emalahleni municipality, Nelson Mandzly, Buffalo City
Metro, Polokwane municipality, Mangaung municipality and eThekwini municibaléfhekwini
municipality (31 points) and Mangaung municipality (39 points) have three outliers each, which are
contributing factors to the low scores rewed by these municipalities. Similarly, the two
outstanding costs evident by the zero scores for the Rustenburg municipality, are contributions to
the second lowest score (37) received.

2 The explanatios for the outliers is provided and detailed within the sections above.
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Table2-18: Comparatie Matrix of Medium Density Residential Development

Study areas

Ekurhuleni

H eThekwini

Zoning & rezoning tariff costs
Township establishment fee
Subdivision fee

Building plan tariff

H H Mangaung

RGN IGIEN N ES A TG EN Y (XY BN So| Plaatje

AT Mbombela
INIGIFNEN Emalahleni

I

Sewer
Connection fees Water
Electricity
Sewer
Water
Refuse
Electricity

B

Nlo|v|w|w|s oo INESIRYEREEYEE

w

o

IS ES R G I FMIIM I INY Buffalo City Metro

r

IS I3 NS I FN FRIEN Polokwane

Consumption charges

Moo [B(N
glw(dfafoa|fo

Vacant land rates
Property rates
TOTAL 48 54 42 41 46 39

LIFSTNIPN ISR FS PN S ENTSIENIRE Johannesburg
NI GIEN G IV IS) (V) FN N T IR BN Vogale City
Malwlo|w|a|o|v|s]o|o|w]o [SElET
INIGIEYENITGIEN ES TSGR AII® Cape Town
Rialals|w|s|w|w|w|o|s|w]| > DS
NICIGIEY N M ES EN I RIRARIRS Khara Hais
LISIT-ITY EN [ ES TP PTG IMIEN Rustenburg

mpwp##l#mthwTshwane
mmm#mlbphpwmeeorge

Alwlw|dlO|w|Oa|[R [N [OI|W[>

wlo|jwlo|w

(&)
i

The average scoffer the residential development scenario i5.&evermunicipalities scored below
average. These municipalitiease Cityof Tshwane, Nelson Mandela Metro, Buffalo City, Mangaung
municipaity, Sol Plaatjemunicipality Rustenburg municipality and eThekwini. The municipalities
that scoredabove 50 points are Emfuleni municipaligd), Emalahleni municipalit{p4)and//Khara
Hais municipality52). The City of Johannesburg received an agerscore.

In general, the cost indator for which the majority of the municipalities scatewell for is
subdivision feesThe maximum score attainable for each cost indicato®dsIn conjunction, the
score for subdivision fees &l points, thus receivihng 82% The indicators which scored next best
were vacant land rates (71 pointsjhater consumption charge§’2), andzoning and rezoning fees
(68).The municipalities scored 67 ftwoth property rates and sewer connection fees

Considering the comparatvaim of this study, Table-I9 highlights the cost of development within
the Gauteng municipalitiefor the residential developmentelative to the average costs and the
highest and lowest charges for all study areas.

Concerning the residential developntescenario, it is evident that of the five municipalities within

the Gauteng province, the Emfuleni municipality scores the highest points (53). Both the Ekurhuleni

Ydzy AOALI fAGEe FyR a23lfS /AGe a02NB alo2@S | @SN
determine from Table 28 that the Gauteng municipalities, when compared to the other study

areas, are the most affordable for subdivision feggach receiving a score of 5, as well as for

building plan fees.
Table2-19: ServicegCost Comparison of Gautertgunicipalities for Residential Development

Study areas Total Scoresabove/below average
Johannesburg 45 Average
Tshwane 40 Below Average
Ekurhuleni 46 Above Average
Mogale City 46 Above Average
Emfuleni 53 Above Average

eThekwini 31
Average 45
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It is further apparent that the least affordable indicators for the Gauteng municipalities are water
and electricity connection feeand refuse and electricityonsumption charges. Finally, the fees for
township establishment and vacant land and property rates are not consistent in aeatass the
Gauteng municipalities, some study areas beingdas affordable, andthers as expensive.

2.12.2 COMPARATIVE MATRIXOHE RETAIL CENTREVBEEOPMENT

As abovewith regard to the retail development scenaridable 220 provides the rankingf each
municipality for the cost indicators. The scores range frof & the lowest for the Mangaung
municipality, to 52 as the highestore As is the same fdhe residential developmentmalahleni
municipality received this high scor&here are no scores for subdivision as this indicator is not
relevant to this development scenario.

Table2-20: Comparative Matrix oRetail Centre Development

SIWEICES

Ekurhuleni

Zoning & rezoning tariff costs
Township establishment fee
Subdivision fee

Building plan tariff

[MEA=1FS EN Msunduzi
AA=1ENEG] Emalahleni

Sewer
Connection fees Water
Electricity
Sewer
Water
Refuse
Electricity

M E=1=IEY Tshwane
w|w|r|o|s|w EE]

IENIGIG = IGNGE Khara Hais
w|w|r|o|o|s| o IRUSER ()

Hm 'NSENISIENISL Johannesburg

s

INNFNS IS FNG PR PR 08 NI IS E=1 [RY 3l Mbombela

Hm IS GIIE=1F S Sol Plaatje

NIFNENIMFNTGI-IFNIGE Emfuleni

H
Ao

R SIGIES
w

I N ISR GIES = NI Cape Town

[N ESY RN (V) S IR PR ENI IV George

Consumption charge

glbh|joafw|ofo

Vacant land rates
Property rates
TOTAL

w(n |k |a(nv|o|o|ws|w]|o|s [0 YENSIY
INENIRIGHA RN (I EN G-I FN IS Buffalo City Metro

AlwIN|O|W|d|W|R[INOI|O|Dd|O
IR IS Y M ES ENIE=1ENIE Polokwane

(SRR ES
[¢)]

R RIS GG

For nine municipalities, twelveutliers are illustrated by the orange blocks in Table2@. The
municipality that has the most outliers is Mangaung municip&liytotal of four. These outliersa

for township establishment fees, building plans, and sewer and refuse consumption charges. As
specified, the explanations for these outliers are provided in the relevant sections above. Alongside
the missing cost which received a zero score, these dotliers contribute to the low score of 29.
Therefore, it is important to acknowledge that the low score for Mangaung municipality is a
guideline and it must be analysed alongside the explanations for therstcesosts.

The average score for the costk developing the retail development is 41. Therefore, half of the
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City of Tshwane and Mogale City Municipality, scoring 36 and 37 respectively. The=e aeo

indicated in Table -20, as well as in TableZd which provides an indication of the scoring for the

Gauteng municipalities relative to the highest and lowest scoring study areas.
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With regard to the comparisons of theervicescosts for this develpment scenario, the indicators

which were most comparable and which scored the best were zoning and rezoning fees, township
establishment fees, sewer connection fees and vacant land rates. Zoning and rezoning received 84%,
a total score of 76 out of 90 pas. Both sewer connection and vacant land rates scored 79% (71
points), and the score for township establishment was 64, receiving 74%. The worst scoring cost
indicator is the fees for electricity connection, with 44%. This is partially dubetanajorty of
municipalities requiring quotationt® determine a value

Table2-21: ServicegCost Comparison of Gauterdgunicipalities forRetail Centre Development

Study areas Total Scoresabove/below average
Johannesburg 44 Above Average

Tshwane 36 Below Average
Ekurhuleni 41 Average
Mogale City 37 Below Average
Emfuleni 45 Above Average
Mangaung 29

41

52

It is evident in Table-21 thattwo of the municipalities in the Gauteng provingeCity of Tshwane
FYR a23FftS [/ Ade & OmeEtRof Gishviaheissratedd @sSeXderBigesfob property
planning costs and the rates for vacant land and property. Mogale Cagually expensive for
property and vacant land rate©ther than the City if Tshwane, &hautengmunicipalities are rated

as affordable for property planning tariffs. Furthermore, other than Hemfumunicipality whose
charge was deemed as an outlier, all municipalitiesre deemed asaffordable for refuse
consumption.Furthermore, in conjunction tohe residential development scenario, the water and
electricity connection fee$or the Gautengmunicipalities arewhen compared to the other study
areas, expensive. This is also the cas¢hfe costs to consume water within Gautepgpvince

2.12.3 COMPARATIVE MATRIX OHE COMMERCIAL GFHF DEVELOPMENT

Table 222 provides the same detailed illustration and guideline as the above sections do. However,
this section indicates the scores for the amercial business development example. As is the case
for the retail development scenario, subdivision fees are not applicable and therefore each
municipality received zero points. The scores for this development type range32opoints for

both the Mangaung municipalityand Rustenburg municipalityo the highest score of 47, received

by //KharaHais municipality.

Table2-22: Comparative Matrix of Commercial Business Development
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Connection fees Water 2131 1)1383|3[5[3]3]2 1] 3 4|1 3|38
Electricity 3lol4a]3]s 3] 5 3|1 3] 3

Sewer 5 415 314 4| 2]5 5 1 4
S — 1 3|2 3|2]2]3]3 3|3 5]13][3
Refuse [IB 5|5 4] 3] 4 411 olo]4
Electricity i€ 2|1 1] 4] 5|5[4]|]5] 2 2121 3]3|5[5]3
Vacant land rates 4 31245 5]4[4|5 4 5[5 5] 5] 5] 2
Property rates 3 41 3[4|5]|5[3]4]|65 4 41 4| 3
TOTAL 41 46 40 41 41 46 34 32 39 47 32 39

In total, there are 13 outérs identified.In conjunction tathe retail development scenario, there are

four outliers for the Mangaung municipalityTherefore, it is clear that the lowest score of 25
received by this study area is not particularly indicative of the true costamjunction, Rustenburg
municipality has a single outlier, but is missing the costs for building plans and refuse consumption
charges

The average score for all municipalities8%points. Severmunicipalitiesscored below averagas
indicated in Table 22, these being all the Gauteng municipalitiether than Emfuleni municigdity
which scored4l points, and the Citgpf Johannesburg with 42 points. The points received by the
other low scorers arefor Buffalo City metro (38), Polokwane municipality (34)Mangaung
municipality 82) and Rustenburg municipality (32).

Concerningthe comparisons of themunicipal servicegosts for this development scenario, the
indicators which scored the besgtere zoning and rezoning and vacant land rates. These indicators
scaed 82% and 80% respectively. The lowest scoring indicator was the indicator for electrical
connection fees which had34oints, equating to 8%. This low score is due to the requirement of
guotations upona site visit forten of the municipalities, as wiedsthe three identified outliers. The

other cost indicators that received a good score were sewer connection f&8s),(and property

rates (7260).

Table2-23: ServicegCost Comparison of Gautertdunicipalities for Commercial Business
Development

Study areas Total Scoresabove/below average
Johannesburc 42 Above Average

Tshwane 36 Below Average
Ekurhuleni Below Average
Mogale City Below Average
Emfuleni

Mangaung &

Rustenburg
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As illustratedin 2-23, the three municipalities within th&autengprovince who did not receive
scores indicating affordable costs for developing the commercial development scenario are City of
Tshwane, Ekinuleni municipality and Mogale Cityogether withthe retail development, the City of
Tshwane is expensive considering planning costs as well as land and vacant land rates. Using the
servicescosts of the other study areas as a baseline for comparisoenvdompared, Ekurhuleni
municipality and Mogale City are similarly expensive for township establishment and vacant land
rates. In general, all the Gauteng municipalitielsarge high costs for water and electricity
connections, and water consumption raté%or both sewerconnection feeand refuse consumption
charges, other than Emfuleni municipality whose costs have been noted as outliers, the Gauteng
municipalities are cast as affordabignificantly, when comparing all municipalities to Gauteng, it is
evident that for property owners inthe Gauteng study areas, vacant land rate® the most
expensive.

2.12.4 COMPARATIVE MATRIX OHE INDUSTRIAL EEWPMENT

The ranking and scores for teervicescost comparison of the industrial developmenkillustrated

in Table 224. Similar to the retail and commercial business developmenibdivisionfees are not
applicable for this development scenario and thus receive zero scores. The scores for these
municipalities range fror32 points to 48 points.

The lowest scong municipality for this development scenario is Mangaung municipality. Mangaung
municipality was similarly the lowest scoring study af@athe retailand commercial development
scenarios The highest seing municipality i$/Khara Hais which similarlyreceived the higest score

for the commercial office development.

In total, the average score for all municipalities is 39. The study areas that scored below average
were City of Tshwane, Mogale City, George municipalfibgmbela municipalityBuffalo Qy metro,
Mangaung municipalitySol Plaatje municipalitand the Rustenburg at eThekwini municipalities.
Therefore,eight of the 18 municipalities scored above average, ané ¢ Ekurhuleni municipality,
received the average score ofd Joints. The highdsscoring municiplities are he City of
Johannesburg and Emfuleni municipality both with 42 poi@gy of Cape Town (44), Msunduzi
municipality (41) and Nelson Mandela B&¢1), Emalahleni municipality (47) and Polokwane and
//Khara Hais municipality wh 43 and 48 points respectively.

2
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Table2-24: Comparative Matrix olndustrial Development
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TOTAL 36 34 42 44 37 41

As indicated in Table-24, 12 outliers were identified, four of which were for the Mangaung
municipality. Concerninghis and in conjunction to the other development scenarios, it is evident
that these outliers are reasons for the low score of 32. This is similarly with regard to Rustenburg
municipality which has two outstanding costs.

The indicators that were the higbe scorers¢ essentially the ones which display the most
comparable costs, areewer connectiorfees and vacant land ratekpth receiving B%.Both water
and electricity consumption chargegere the worst cost indicatorgeceiving the lowest scoseof
50%and 52% respectively

Aligned with all the development scenarios, and with regard to the industrial development example,
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in conjunction to the retail andommercial development scenarios. Tabl@2further indicates that

the City of Johannesburg and Emfuleni municipality both have a score of 42, six points lower than
the highest scorer //Khara Hais. Relative to the other study areas, all the municipalitor the
Gauteng province are rated as expensive for water and electricity connection fees, water
consumption charges, and vacant land rates.

Table 2-25: ServicegCost Comparison of Gauterdgunicipalities or Industrial Development

Study areas Total Scoresabove/below average
Johannesburg 42 Above Average
Tshwane 36 Below Average
Ekurhuleni 39 Average
Mogale City 34 Below Average
Emfuleni 42 Above Average

Manguang 32
39
48
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Concerninghe planning costs associated with developmerther than the City of Tshwane which
expensive, the remaining four municipalities have affordable rates. Furthermore, all the Gauteng
study areaswhen compared @ the other study areas, charge affordable refuse and sewerage
consumption tariffs.

2.12.5 FINAL COMPARATIVE MRIXFOR ALL DEVELOPMENIENARIOS

The final matrix providea comparableoutline of the municipal servicesosts for all development
scenarios.Essentilly, each municipality is in total ranked to create a single cost compason.
aforementioned, theaveragefor each indicator per municipality for each development type was
inputted into the calculations for this matrix. Similar to the above tables,aifamge blocks indicate
outliers, and the blue blocks indicathe average cost. Furthermore, the same ranking system is
utilised.

A few observations from the table include:

The scores in the Comparative Matriange from 58 as the highest, and fr the lowest. The
municipality identified as the most affordable/i&hara Hais municipalitye Thekwinimunicipality,
with 37 points, is essentially the most expensive when considering developierethtratesand
application fee costs.

The municipalities thatcored well arethe City of Johannesburgkurhuleni municipality, Emfuleni
municipality, Msunduzi municipality, Emalahleni municipalielson Mandela Bay metro, and
//Khara Haismunicipality and Rustenburg municipality. These municipalities each Gad dbowe
points. The average performé Georgenunicipality. The remainder of the municipalitied faelow
the average score of4

The municipalities that have costs deemed as outliers mdicated in Table 226. These
municipalitiesare City of Tshane, City of Cape Town, George municipaltgunduzi municipality,
Emalahleni municipality, Mangaung municipalitithara Hais municipality and eThekwini metro.

Table 2-26: FinalComparative Matrix

Study areas
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Concening the comparative aim of this study, Table22 highlights the services costs of
developmentwithin the Gauteng municipalities relative to the average costs and the highest and
lowest charges for all study areds.is evidentfor the Gautengstudy area, that when considering

the results of the individual costdicatorg& GG KS / Adeé 2F ¢akKglyS Ay G20l f

Mogale City similarly scorebelow average for total servicescosts of all development scenarios.

The most affordable munijgality as indicated in TableZ” is the Emfuleni municipality, with a total
score of 54 pointsOther than water consumption for which the study area is allocated 2 ppthes
Emfuleni municipality has affordable charges for all cost indicatbith recard to all the Gauteng
municipalities under analysis, it is apparent thiat total, water connection feeselectricity
consumption charges and rates for both vacant and occupied land are comparably expensive. It is
further illustrated in Table 26 that the fees for subdivision and refuse and sewer consumption are
GF FTF2NRIofSé¢ 6KSy O2YLI NBR (2 (GKS 2GKSNJ aidzRe

Table2-27: ServicegCost @mparison of Gauteng Municipalitiekr all Development Scenarios

Study areas Total Scoresabove/below average
Johannesburg Above Average

Tshwane 40 Below Averge
Ekurhuleni 47 Above Average
Mogale City 44 Below Average
Emfuleni 54 Above Average
eThekwini 37

45

58

With reference to the assessments of which of the analysed municipalities are financially conducive
to property development, Table-26 provides a guideline for developers concerngegvicescosts

for each study area. Below will outline which indmat for which study areas will require
examination upon development.

Considering the least affordable municipality regarding property developmentThekwini
municipality, when assessed for development potential by developers, the indicators to interrogate
iszoning and rezoning fegsubdivision fegeselectricityconsumption charges angacant landrates.

The City of Cape Town is the lowest performerzoming and rezoning fees scoring a 1. eThekwini
metro scores 2 points. Therefore, these metros reguprior assessment before zoning and re
zoning submissions. Despite scoring 3, George municipality similarly charges a high tariff fer the re
zoning of agriculture to retail land use.

Mangaung municipality received a scaryeone for township establishnent as the cost has been
considered an outlier and was therefore not included in the calculations. Nevertheless, as
aforementioned, upon application developers need to query the charge. The City of Tshwane and

2
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Mbombela municipality also have high costs fownship establishment. The City of Cape Town,
George municipality, Msunduzi municipality, Buffalo City metro and Sol Plaatje municipality all
received a score of. Ihese scores do not signify high charges, as as indicated in TEhl¢h2y are
fictitious scores as an average was applied to these municipalities. Essentially, these municipalities
do not charge a fee for township establishment.

The worst scorer fosubdivision feess eThekwini municipality with 1 point, followed by Sol Plaatje
who score 2 points. With reference to Table4? it is evident that none of the fees for all
municipalities differ significantly.

As with township establishment fees, with regard lailding plan fees the cost payable to the
municipality of Mangaung has been &idered an outlier and must be further queried by
developers. The costs for the City of Cape Town, George municipality and Buffalo City metro should
also be queried further by developers upon development.

With regard to the costs afonnection fees connestions forseweragefor the City of Tshwane and
Emalahleni municipality are outliers. The costs are considered as underestimated and municipal
technicians must be consulted. The municipalities who charge high rates for sewer connection fees
are Mbombela mauicipality and Rustenburg municipality. Concernimgter connection fees, the

most expensive municipalities are Ekurhuleni municipality and Buffalo City metroel@tteicity
connection fee for the City of Tshwane scom®e point (outlier) as the chargeappears to be
underestimated and must be +assessed. In conjunction, the charges by eThekwini matid
Msunduzi municipalithave been identified as unlikely and ovestimated. These outliers must be
assessed upon development.

Again, the Mangaung munpality should be queried with reference to the charges payable for
sewerage consumption George municipality andKhara Hais municipality should similarly be
gueried regarding sewerage consumption costs for residential and retail development respectively
Mbombela municipality and Buffalo City metro both scored 1. Concemwiigr consumption
charges, the only municipality that scored 1 is Sol Plaatje municipality. Nevertheless, the charges
payable to this municipality are not significantly higher ththe costs for the other study areas.
Although Buffalo City metro scored 2 points foefuse consumption as indicated by the
municipality, the refuse charges for residential development may kessessed upon development.
The municipalities Polokwane anBRustenburg should be approached regarding the refuse
consumption charges. There are no significantly high chargesldotricity, although Mogale City

did score 1 for consumption costs.

Respectivelyyacant land ratesand land ratesfor the City of Tshwasand Mangaung municipality
are charged at higher rates than the other study areas. Developers should query these rates upon
assessment of development.

2.13 KEY OBSERVATIONS

z
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There appears to be a significant imbalance in costing and fees with wide rangistguigteres for
standard services provided by the different municipalities. It is thus difficult to derive an actual
market value and decide which municipalities charge above or below market. The imbalance also
causes a difficult comparison due to the féaat the range is so extensive with outliers both above
and below the average.

It was found that transparency regarding the rationale on the rates and fees and the logic to develop
formulas to calculatethe amounts is lackingSome dficials interviewed who work in the
departments that calculate fees on a cagg-case basisould not providea clear understanding in
terms of the method, rationale and reasoning to derive the due amquatsl thereforecannot
explain to the public in sufficient detalil.

It is unclear why a more standardised approach with regard to the techniques and formulae to
determine the feescannot be prescribed. The research team is in agreement that the formulae
needs to be amenable to the local situation but a resemblance of a stdiséd approach is still
required.

For some municipalitie® was with great difficdy that the research teandertified the appropriate
contactrespondents that could provide the information on the rates and fees as requimethost
cases this couldebascribed to inability of switchboard staff to understand the request and match it
with the appropriate respondentin other caseshe challenge is perceived due tmstandardied
departmental structures and responsibility allocations

Municipalies a8 KIFI' R RAFFAOdz & (2 LINPOARS WQohd f LI NJ

requirement of this assignment.

3. SURCHARGES

This section details the surcharges that the 18 delineated municipalities chargprdperty
development, as well as the additionadsts incurred for services. The firadalysiswill assess the
extent to which additional charges impact property development within these municipalities.

Development surchargeare the additional costs that are incurred during a development process.
The tariff schedules for each municipalitydo not stipulate as to whether there are specific
developmentsurcharges applicable the application feedor:

zoning and rezoning
township establishment
subdivision and
building plan fees

2
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Municipalities were entacted to acquirethe development surcharge®r the abovementioned
applications. The development surcharges that are noted bel@ne thus identified by municipal
respondents.No municipalities from which feedback was received indicated a speeifie as an
additional cost for development Five municipalities did provide values, but these were tariff costs
and not surcharges. These figures were thus not incorporated intGdaison

The municipalities whom havexplicitly identified no developmentsurcharges aréMlogale City,
Emfuleni municipality City of Cape Towrand Rustenburg municipality whilst Sol Plaatje
municipality indicated that development surcharges are dependent on the application submitted
and will be evaluated cadsy-case Nine municipal responses on surchargbaveto date not yet

been receivedThese municipalities arékurhuleni municipalityMsunduzi municipalityMbombela
municipality Emalahleni municipalityNelson Mandela Bagetro, Buffalo City metro, Polokwane
municipality Mangaung municipalitand eThekwini metro

The sirchargesestablished byservice divisionsare indicated in the tariff schedules for each
municipality As detailed in Section 74(2)(1) of thdunicipal Systems AdR2000) provision for
additional chargesn a tariff may be mde in appropriate circumstancelslowever, the act does not
stipulate which circumstances are deemed approprialee surcharges indicated arderefore
applied or chargedoy being incorporated intdhe tariff costs for the water, stom water, and
sanitationand ppwer divisions

All surcharges for each study area that have at this stage of the study been identified are outlined
below.

3.1 CITY OF JOHANNESBURG

The City of Johannesbuindicated nodevelopment surchargthat applies tothe four development
scenariosand costs.Concerning surcharges for service divisiohswater division has affected a 2%
surcharge for business consumers for the 2012/13 financial W@mother surcharges eve stated
by the municipality.

3.2 CITY OFSHWANE

No development surcharges were identified by the City of Tshwane.

With regard tosurcharges within the electricity, water and sanitation service divisibisjridicated
in the tariff policyfor City of Tshwan¢hat any work that is done by the micipality for a consumer
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or body will be charged for the actual expenses inclusive of labour, material, supervision, transport
and the use of equipment. The surcharge that is payable is 13% on the amount with respect to
overhead expenses and administratioThis surcharge is applicable to the electricity division. The
water and sanitation divisions charge for the same additional costs at 10% surcharge.

3.3 EKURHULENIWNICIPALITY

There are no knowrdevelopmentsurcharges as indicadeby municipal responddn or in the
applicable policies anschedulegor Ekurhuleni municipality

3.4 MOGALE CITY

With regard to development surcharges, the Mog@&ligy municipaity has identified no surcharges
applicable tothe four development scenarios. Furthermorehete ae no known surcharges
specifiedin the applicatk# policies or schedules ftogale Citymunicipality

3.5 EMFULENI MNICIPALITY

As with Mogale Citymunicipality the Emfuleni municipalityhas indicated that there are no
development surcharges fothe four development scenariosThere are similarly no known
surchargesdentifiedin the applicable plicies or schedulegublished by theemfuleni municipality

3.6 CITY OF CAPE TOWN

The City of Cape Towhas similarly stated that they charge no additional fémsany of the four
scenarios. Furthermore, there are no known surcharges outlined within their policies and schedules.
3.7 GEORGE MNICIPALITY

The George municipalityhas not indicated development surcharges relative to the development
scenariosWith regard to the additional costs for service tariffs, there is no indication within the
policies or schedules.

3.8 MSUNDUZI NUNICIPALITY

%
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There has at this stage been no response fromMtseinduzi municipalitgoncerning development
surcharges. Furthermore, therare no known additional charges stipulated within the policies or
schedulef the service divisions.

3.9 MBOMBELA NMUNICIPALITY

The Mbombela municipalityhas not at this stage indicated surcharges for the development
scenarios.

Mbombela municipalityputlines additional costs payable for the water and electricity divisigVith
regard to the water divisignthe additional charges for connecting the premises of a new consumer
to the main pipeline are relative to two circumstancésrstly, the cost of matrial and labours
owed, and secondlya 10% surcharge on an amount determined by the Director of Technical
Servicess payable.

Concerning the electrical division, for the costs of connecting to a main supply, a consumer will pay
for all associated costas mentioned above, as well as a surcharge of 15%. A maximunyY68 R3
will be levied for administration charges.

3.10 EMALAHLENI MNICIPALITY

At this stage of the study, there are no development surcharges identifi¢ith reference to
additional costs apable for service divisions, aurcharge of 10% on the amount accrued from
labour costs, equipment and transport costs, plus the average of these, ¢gegtayable to the
Emalahleni municipalityThis surcharge @nly applieso new connectims in the éectricity division.

3.11 NELSON MANDELA BMETRO

Concerning development surchargethere has at this stage been no response from Mson
Mandela Bay Metro Furthermore, there are no known additional charges stipulated within the
policies or schedulefar the service divisions.

3.12 BUFFALO CITY METRO

Similarly,concerning development surchargebgetre has at this stage been no response fiBuifalo
City Metra Furthermore, there are no known additional charges stipulated within the policies or
schedules forhe service divisions.
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3.13 POLOKWANE MNICIPALITY

There has at this stage been no response from Bwokwane municipalitywith regard to
development surcharges. Furthermore, there are no known additional charges stipulated within the
policies or schedules fane service divisions.

3.14 MANGAUNG NUNICIPALITY

Mangaung municipality has not responded to enquiriesoncerning development surcharges.
Additionally, there are no known additional charges stipulated within the policies or schedules for
the service divisions

3.15 SOL PLAATJEWNICIPALITY

With regard to development surchargesetSol Plaatje municipalityas indicated that an additional
chargefor applicatiors is payable These chargesare dependent on the application submittetlVith
regard toservice surchargeshere are no known costs outlined in the policies or schedules.

3.16 //KHARAHAIS MUNICIPALITY

No development applicablsurcharge have been noted in //Khar Hais Similar to Sol Plaatje
municipality, there are @ known additional surcharges feervices.

3.17 RUSTENBURGUWNICIPALITY

Like Mogale Citymunicipality Emfuleni municipalityand City of Cape Townthe municipal
respondent for theRustenburg municipalitexplicitly indicated that there are no development
surcharges payabladith regard to service surelnges, there are no known costs outlined in the
policies or schedules.

3.18 ETHEKWINI ETRO
At this stage of the study, development surcharges for #l¥hekwini metrohave not been

identified. Furthermore, additional charges for services are i@ntified in the policies and
schedules for the municipality.
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3.19 IMPACTOF SURCHARGDBSIDEVELOPMENT

Because surcharges are additional costs payable by developers, it is hecessary to determine whether
the chargeghat each municipality has identified as a surchavg# significantly alter the overall

cost of development within a municipalitipue to the fact that the surcharge is an unknown during

the project financial planning phasi could have a severelynfavourableeffect on the project cash

flow.

With regard to @velopment surcharges, of the data the specialists have received, there are no
specific values. Therefore, one may not attempt to calculate what the potential impact may be on
development costsConcerning thenunicipalitiesthat have specificallyindicated that there are no
additional charges to development costs, it may be ascertained that there will be no impact on
development costs for these study areds aforementioned, these municipalities dviogale City
municipality, Emfuleni municipality, City @ape Town and Rustenburg municipality.

Concerning the surcharges applicable to the service divisions, because of the variables that affect the
value of the surcharge, the specialists are unable to equate a value to each s@hgoantify the
economiceffect thereof on the property industry

In conclusion, on account of the nature of the data available to the specialists, it is unclear as to the
extent potential development surcharges and surcharges applied to service tariffs may have on the
development costs of the delineated study areas.

4. MUNICIPAL RESPON3IBIES ANDHALLENGES

The following sectioroutlines the municipal responsibilities and challenfeggarding property
developmentwithin the delineated municipalitiesThese responsibilitiesand challengeincludethe
turnaround time for applications whether overregulation and availability of land stymies
development, thdevel of education and skills within the applicable departments, and infrastructural
maintenanceand developmentThis inbrmation is incorporated into four sections:

degreeand availabilityof suitably zoned land,
administration effectiveness,

regulation, and

development of new infrastructure and maintenance.

=A =4 4 =

Ytis important to note that the challenges identified within this section cannot be aligned with all the
municipalities under analysis.
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The purpose of this section is to identify possible constraints @uses of rising fees and tariffs as
well as capacity issues that could cause delays in delivery and approvals.

There are a multitude afelevantchallenges which range frofiancial restraints to oveegulation
¢ if stipulated These responsibilitieend challenges will banalysed thereby enablindpoth property
developers and municipalities tnderstand thedevelopmentenvironmentwithin each study area,
as well as the challenggsesent

Importantly, this section of the study was developed to ¢eean understanding of the municipal
opinions concerning property development and the degree to which it is regarded by municipal
respondents that development within their municipalitg stymied by processes, personnel or
extenuating circumstance#t is fundamental to gauge an indication from their perspectives. This is
as it is notel ¢ from a developer@perspectiveq the impacts thatmunicipal processes have on
development if they are not adhered to. For example, a delay in the provisienbaflding pan
approval may have significant financial impacts on a developer which were not previously factored
into and therefore negatively impact the development as well as lgative implications on the
perspective offuture investors. Therefore, this sectiorcontributes to our understanding of why
these potential challenges occur.

Sixteen of the 18 municipalities being studied have responded. Nelson Mandela Bay Metro and
Rustenburg municipality did not provide feedback requested.

4.1 APPROACH

A qualitative swey directed to municipalities was the approach adopted to gather the information
required for this section The relevant mnicipal respondents were identifietontacted and then
presented with the surveyguestionnaires This approachenabled the speciats to obtain
comprehensivénsight intochallenges, concerns and responsibilifiggvalent in the study areas.

Relative to thénformation gathered and the aim of the studyet responses have been collated and
analysed belowlt is important to note thaa scoring system adopted in the costing and developers
sections will not be applicable to this section due to thelitative form of information gathered.
Nevertheless, if there aracute discrepancies between the developer responses and scaures
municipal feedback, the scoring will be adjusted accordingly with an explanatisided

Furthermore, quotes have been inputted within the text. These quotes are froumicipal
respondentsand were selected relative to how often the issue or statement wiagled to. In
conjunction,the information has been supplied by municipal respondents and therefore falls under
a confidentiality clause. Consequently, where information is deemed sensitive or confidential, the
respondent and municipality will not be idefied and information will be conveyednly in a
combined format

K¢
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In view of the comparative purpose of the study, the Gauteng municipalities have begracshto
the other study areas.

4.2 ANALYSIS ANONDINGS

4.2.1 DEGREE OF SUITABONED IAND

Land availaliity is essential towards the facilitation of property development within an area. Of the
16 municipalities that have for this section respondeuhe stated that there is sufficient suitably
zoned land to facilitate developmentwo municipalties indicated the unavailability of suitably
zoned land as a key problerand the remaining five provided varying degrees of contention.

24.2.1.1 CHALLENGES

Of the municipalities under analysitiet challenges identified by the study ardahat verified their
municipality dos notto varying degreefiave sufficient zoned land to cater for the development
scenarios are the following:

f Developabldand is becoming a scarce resourcaifewa S NP Q& ¢ feSINStoee (K S
rezoning of agricultural land to other land usasl themoving of the urban edge

9 There is a strain on infrastructure with increased development, and where land is rezoned,
major investment in bulk infrastructure is often requiredour of the municipalities attest
that infrastructure maintenance and developmids a key challenge.

1 There is a challenge of congestiavithin CBDs, especially with the increase of small
businesses that require office space.

1 llegal land usebave become problematic.

1 Developments have been lost due to land that was not readilylaaifor development to

Key opinions: degree of sably zoned land

G¢KSNBE A& adzFFAOASY(d T2ySR fILyR @At of
zoned land... the land that is avaiable for Industries would need investment in
AYFNI a0 NHz2OGdzNB>X gKAOK Aa | 6A3 OKIFfEfSy3aSc

a5 S @St 2ahdSslingréaSinglly becoming a scarce resource. We are seeing agricultural ;
lando SAy 3 GNI yaFT2N¥YSR (2 20KSNJ dza Sod¢

dn instances where there is a demand then there are applications for the change in land us
recent city Spatial Development Plandaesses the concern. There has been a number
applications on the periphery of the City for other reasgmsme of them being cheapeard.

ensue.
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With regard to the Gauteng municipaéis and the availability of zoned land conducive to the
development of theresidential retail, commercial and industrial scenarios,all municipalities
responded. These responsprovide contendinginsightinto the availability ofsuitablyzoned land.
Dependent on the respondent and municipality, itcisnfirmed that suitable land is availablm
certain area andbut areas of high demand is definitely evident in which suitable landadsailable

for development, whereby the lack of zoned land has led to loss of property investment.
Neverthelesswhereland is deemed unavailahléhe required land use rights can be obtained upon
application however the process takes time aimlestment h infrastructure wouldpotentially be
required

4.2.2 ADMINISTRATIONREECTIVENESS

To determine administration effectiveness within each study area, the specialigsired the
number of employees within the relevant departments whom dealt with applicatidnguiries
includedhow manyemployeeshad degrees and what these degrees wehaally, therespondens
were asked whether maladministration was prevalent within their department and if this
consequently deterred property development.

Of the 16 municipaliés who responded, 75% did not feel that maladministration hindered property
development.Furthermore, of the four remaining whom referred to maladministration, only one
municipality specifically focused on staff abilities. The other three municipalitted capacity
issues.

Of the five responses from the Gauteng municipalities, four believe that there is no
maladministration within the department that hinders property development.

24.2.2.1 CHALLENGES

Key opinion: administration effectiveess

oMost of our processes are documented and staff should know what it is they shoulc
should not do. We have process flows for the development application business process
GKIG Aa @OSNB Of SFNJ F2NJ dKS adl ¥FF IyR GKSE

K¢
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The municipalities that have referred to maladministration, fieally with regard to capacity issues
in terms of staff, are the smaller municipaliti¢srom the municipal feedback, is evident that the
smaller municipalities which have the least number of staff amable to meet the level of
competitiveness theyntend.

4.2.3 REGULATION

The feedback given by municipal respondents is equally distributed between agreement and
disagreement when asked whether regulation or the existence of overregulation hinders property
development. Of the responses0% agree with thetatemert. The remaining eight of the 16
municipalities stated that property developmentrist hindered by overregulation.

Four of the respondents from the Gauteng municipalities disagreed with the statement that
property regulation hinders development. &hmesponses from the Gauteng municipalitiesluded

Key opinions: chiZenges

GhTFFAOALIE A& NB y2G mnm: O2YYAGGSR yR OF

d,Sasx YIfFTRYAYAAOANrdA2y KIa KAYRSNBR RS¢
G¢KS FTRYAYAAGNI GAOS sKSSta 2F &adzOK | 0A
RSOSt 2 LISNWE

G¢KS OF LI OAGE Ay ndt SriNdgid to Bafdle tAS NEMBey ¢ Riéveloprael
I LILIX AOIF GA2ya NBOSAGSRO®

the following points:

f Thereis a feeling thatRIGSt 2 LISNAR GNARS (GKS ada&adasSyé¢ FyR (K
with low standards which the municipality is left to rectify. The regulations in plage ar
therefore deemed agundamental.

1 The Spatial Development Frameworkgve a clear guideline todevelopmentzones, yet
municipalities ardlexible ifa proposeddevelopment isleemedmeritable.

Key opinion: regulation

a!'tf GKS RS@St2LIYSYyd YIFIYylFr3aSYSyid YSOKI yA:
have worldclass sustainable cities. The tendency of the privateosésinot investing enough
GAYS Ay G(KS tFyR Of SFNIyYOSKkRSGSE 2 LIVS Y]
gl &8s SOSNEIOKAY3 0S02YSa tloSttSR a wSR
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1 Theregulatoryprocesses areequiredto comply with Section 4 of the Town Planning and
Townships Ordinance, 1986 (ord 15 of 1986)

1 One respodent states that whilsthe system idairly rigidwhich allows for ¢certaintyg, it is
flexible enough to deviate from guidelines if there are specdies that merit an
application.

The municipality that believes that overregulation stymies development indicates that this is not
concerning all regulation, but specifically with regard to bulk service contribution regulations.

24.2.3.1 CHALLENGES

Thekey challenges noted by thexsmunicpalities that believe that oveegulation hinders property
development within their municipality are as follows:
1 Lengthy approval processes

Key opinions: regulation

G SAAatlGAzy ff26a F2NI Il paryeOdredgiven guiicientltiing
to comment on applications; and decisions on whether to approve or refuse an applicat|
AYFT2NYSR o6& (KS NBALISOGAGS dziAt AGASEDE

d think there is a need for regulatory revievappropriateness and whether it is onesothere
have been recent changes and approvals that should see a change to the current lands|
think there should be a much more integrated approach and the creation of a more predif
environment. If there is over regulation then it must be adsidg this has not been raised as
an issue

1 Restrictive development plans and policies
9 Skills capacity of employees

K¢
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Key opinions: challenges

(

G[FO1 2F I RSldzd8 &G FF FyR 200Farz2ylt f
NEFSNNBR 6101 o6& /2YYAGGiSSa T2NJ Y2NB Ay T
Gt I NI f @ KAy RISNS Bt niogt pai€d SYNaNVard wv proceed with their propose
SYRANBR ff LINROSa&asSa GKFO KFL@PS (2 068 T2

G2S KFE@S I Y2NX d2NRdzYy 2y GKS aStftAy3a 27
seven years which causes serious problemR®rd St 2 LIYSy i ®¢

f gl AGAYy3 RSES3ALTGAZ2Y 2F LR6SNE TN
2LIYSYyd I LILX AOI GA2Yy &adé

4.2.4 DEVELOPMENT OF NEMFRASTRUCTURED MAINTENANCE

The upgrading and maintenance of infrastructure is fundamental to the facilitation of property
development. A limited capacityr outdated infrastructure contributes to the inaccessibility of a
study area with regard to developmeand theprospect of greatecosts.

At the current stage of the study, in totdl6 of the 18 municipalities have responded. For each
division, there has been the following number of responses:

Power (2 responses
Water (L5response}
Sanitation(15response¥
Stam water (L5response¥
Roads 14 response}y

=A =4 =4 4 =4

It is noteworthy that although 16 municipalities have responded, the surveys were not necessarily
complete, theefore leaving gaps in the data.

Table 41 illustrates the municipalities for which there are resgesand the missing datalt is
apparentthat the challenges within each sector have received the least responses.

Fom the data receivedone my ascertaithat there are current or ofgoing projects within different
divisions forCity of JohannesburgCity of Tshwane City of Cape Town, George municipality
Msunduzi municipalityBuffalo City Metrg Polokwane municipality, //Khara Hais municipakyd
eThekwini metro The scale and completion of these projects vary according to budget and
importance.Progcts provided by each municipality a@bulatedin AnnexureA. These projects as
indicated in Table-2 are both ongoing and planned for the 2012/13 financial year.

Table4-1: Data Captured for Municipal Capity Surveys

i




N
VeV
PROPERTY DEVELOPMENDMPARISON OF MUNPAL SERVICES COBEBORZ013 S A 41:0 A

current/ongoing projects Challenges in each sector

Study areas o storm " storm
power water  sanitation roads power water  sanitation roads

water water
Johannesburg
Tshwane
Ekurhuleni
Mogale City
Emfuleni
Cape Town
George
Msunduzi
Mbombela
Emalahleni
Nelson Mandela Bay
Buffalo City
Polokwane
Mangaung
Sol Plaajie
Khara Hais
Rustenburg

< I K< IKIKI<

L4 B R B R B £ B £ B BN R
< K< IK<ILILIKILKI<K]I<
(4 N B B B B £ B R B

<[ <I<|<

eThekwini

<
<
<
<
<

With regard to financing, the smaller municipalities are heavily reliant on external funding and
grants, these being the Municipal Infrastructure Grants (MEXpanded Public Works Program
(EPWP) and Lotto Funding.

Key opinions: projects and development

G2S KIF @S | wecpn YAffAQ}/AOI-C)leAEI 2 F urélBvelaré
G2NJAy3 | O0O2NRAYy3 (G2 GKS aladSNItftly I a
substations and substations to strengthen the backbone of the network to be abl
I O0O2YY2RI GS yS¢ RS@St2LISyda 2y GKS SR3S
Gl R REF@KS OF LI OAdeddd ! LJIANI RS RdzS G2 R
G! RRAGAZ2YFE OFLIOAGE (G2 OFGSNI F2NI LI I yySI

Gazal 2F G(KS LINResSOia FyR dzZLJANI RSa | NB N
YSiodé

It is noteworthy thatfor many ofthe projects planned oon-going these haveresulted from the
need to extend capacitg due to either development or natural increased demand, and due to
outdated infrastructure that requires maintenance or upgrading.

24.2.4.1 CHALLENGES

i
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The challeges within each service division and municipality are in general in agreement in that
infrastructure is outdated and problematic, the level of demand has increased and infrastructure
capacity is pressured, skilled personnel are few and budgeting for @iaidion is insufficienbr
limiting. These challenges are outlined below.

Key opinion: challenges

& ¢ K S NcBallenged®Swith all Municipal services due to rapid develop#ént

42.4.1.1 ELECTRICIDWISION

Access to electricity is mandated as a basic right to all South African citizens. The power divisions for
municipalities are therefore responsible for maiimizg accessibility and providing the service of
electricity to all citizens. The challenges within this division Gity of JohannesburgGeorge
municipality Buffalo City Metraand//Khara Hais municipalityo meet this mandate are as follows:

1 Infrastructure is overloaded and outdated

1 Continuous and safe electricity supply to consumers is problematic

1 It is often on the onus of devipers to contribute to the upgrading or to develop
infrastructure.

1 A shortage of skilled staff and vacancies.

1 Delays in dvelopment, upgrading and maintenance due to draowut tender processes.

91 Insufficient funding to achievihe objectives of theMaster Plan.

1 Consolidation and compliance between two power providers is at times challenging.

Key opinions: challenges

LG A& | Kdz3S OKFffSy3asS G2 1SSLI I 02yl
O2yadzYSNEX 5S8S@Sf2LISNE KI @S (2 LI &nenés withiadz
I LILINE SR 9f SOGNRAOFE /2yadzZ GAy3a 9y 3IAYySSNI
{dzlJLX & (2 GKS ySg 02y adzySNE o

G! ASOSNB agKeNIlG IBT 20KK G4 FN) Kla G2 6S R
G¢KSNB FNB f 2y 3 R Swaldéddy Coyimitiees iiviloAdy bt utiddrgtah &t
G§SOKYAOFt NBIjdANBYSyilaodé

4.2.4.1.2 WATER IVISION
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As with electriciy, water is also a basic service to be made available and accessible.allbrges
facing the Water divisions of all municipalities are similar to those of Bmaverdivision.As indicated
in Table 41, the municipalities for which information iavailalle at this stage areCity of
JohannesburgCity of TshwaneGeorge municipalityMsunduzi municipalityBuffalo City Metraand
//Khara Hais municipality

The main challenges are as follows:

Key opinion: challenges

G¢KS 521 NSIszANSé DI dzi Sy 3 Ydzy A OALI f AGASE
a02LS FT2NI vS¢e RSOSt2LIYSviaoe

Water resource constraints which limits scope for development.

OMhtaining environmental approvals.

Lack of funds and consequent reliance on external funding.

Lack of internal personnel capacity and skills.

Hired labour and contractors often do not work efficiently.

Aging infrastructure and equipment.

The infrastructureri a few residential areas has not been designed to accommodate the
increased number of users, consequently putting increased pressure on infrastructure

=A =4 =4 4 -8 4 A

4.2.4.1.3 SANITATIOBNIVISION

Key opinions: challenges
G ¢ KSNBSNENKY y St O2yaidNIAydax 4SS KIE@S 2yfte
SEIFI OSNBFGSR Fa | NBadzZ G 2F WIRRAGAZ2YFE L
DIFdziNF Ay LINR2SOGEZ YR &dzLlLl2 NI | yR

=
(0p))
O
A
<
>

GaB8SGAYI 02GK OFLI OAGE YR STFtdSyd adl yF
G¢KS KANRY3I 2F t102dz2NJ YR KIGAy3d GKSY g2

The access to and provision of sanitation services is in conjunction with theéateathat declares

the provision of water and electricity services as a basic right. The challenges experienced by both
the Power and Water divisions are the same challenges that the Sanitation divisions in the
delineatedstudy areasexperience In conjuntion with Water servicesthe municipalities for which
information concerning Sanitations at this stage availablare illustrated in Table 4. These

2
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municipalities are City of JohannesburgCity of Tshwane George municipality Msunduzi
municipality, Buffalo City Metroand//Khara Hais municipality

These challenges are as follows:

1 An nhsufficient number of personnel to complete and facilitate projects.

I Timeous poject approvals andvailablefunding.

1 There is limited foresight and forward planningtliie Budget concerninthe upgrading and
maintenanceof infrastructure which is intendetb cater for increased development

1 Inadequate funding.

1 Outdated and overloaded infrastructure.

42.4.1.4 STORM WTERDIVISION

Key opinion: challenge

GCNRBY Y& aARS AG Aa lFfglea  OKIFffSyasS i
GSNE KAIK 2y (GKS LINA2NARGe fAaldXd c¢akidoi stdmi
g GSNI RN Ayl 3So¢

Table 41 illustrates the 15 municipalities for viich Storm Water divisiomlata is available. The
municipalitieswith outstanding feedbackcludeMogale CityEmfuleni municipalitand Rustenburg
municipality The challenges for the Storm Water division are in general aligned with the previous
service dvisions analysed

Key opinions: challenges

SNyxya 27

(e

G¢CKSNS Aa | fFNBS oF01t23 Ay
inaRSlj dzl § Sdé

GEKS OdNNBY(G TFdzyRAY3I FE{t20FGA2y Ad Ayl RS
Y2NB AYLRNIFydtes 4480 NBLEFOSYSYd GKI

G{ SOSNBE ¢ S| ( KiNdst §vd Seais dhat 2a@ &etdour design capacity which
NEBadzZ §SR Ay YIFI22NJ RIYF3AS 2F AYyTFNI &aidNHOG
FoAfAdGeE F2N) dza G2 STFFSOGA@GStEe NBFOG G2 4

aYearly expansion of networks withifformal areas is addressed, buiogress has beermsv as
funding still remais problematicp ¢

The general challenges for all municipalities are the following:
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Outdated infrastructure.

Insufficient funding for maintenance and infrastructure upgrades.
A shortage of skilled and suitably qualified personnel.
Constraining spply chan management policies.

Slow reaction time$o demand.

= =4 =4 4 A

4.2.4.1.5 ROADS DIVISION

Fourteenmunicipalities have at this stage provided information on the challenges for the Roads
division. With reference tdable 41, the municipalitieswith information still pendingare Mogale

City, Emfuleni municipalitand Rustenburg municipalitfEquivalento the Power, Water, Sanitation

and Storm Water divisionghe challengegvident within the Roads divisicare the same that are
apparentthroughout the Service Divisiofiar all the municipalities discussedhese challenges are:

Outdated and inadequate standard of infrastructure
unreliable and old machinery,

insufficient funding, and

unskilled personnel.

=A =4 =4 =

Key opinions: challenges

GThe liggest challenge facing the municipality is the need to maintain the alm680Km of
surfaced network to an acceptable standard within the constraints of a limited budget.
majority ofthey S 6 2NJ] A& 2t R gKAOK Llzia Ay ONBI aa
G¢CKS YFIAYOISYlFIyOS I-®&NFILANR RASBRANIIN KA 61y
aw 2dzNOSa Ay (GKS FT2NY 2F LISNER2YYSt | yR ¢

Sa
Gy pr 2T netlwdk isNGalveR [being a huge challenge for the development of
Ydzy A OALI £ Aie6 e

4.3 SUMMARY

The municipalities that have responded total & of the 18 delineated study areas. Thewo
municipalities whose feedback is outstanding isNelson Mandela Bay Metr@and Rustenburg
municipality Of the ¥ respondents, all & provided information for the capacity questions
concerning administration, regulation arzning and landise.With regard to the development of
infrastructure and maintenancd,able 41 illustratesthe nine municipalitiesvhom have responded
¢ City of JohannesburgCity of TshwaneCity of Cape TownGeorge municipality Msunduzi
municipality, Mogale CityPolokwane municipality/Khara Hais municipalityand eThekwini metro

o
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From the feedback garnered, it is evident th&dr each municipalityq relative to singular
circumstances¢ the challenges andscope of departmental abilities to fatdte property
development variesFurthermore, he information gatheredconfirmsthe sectionsand divisiondor
which each municipality requirefurther valuations¢ an additional study for each municipality
would benecessary to develop an-depth assesment. Concurrently this sectionof the studyhas
provided an analysis that enables one to determine the fundamenidé-rangingfactorsthat in
general the study areadisplay and have outlined.

Of the responses that have been submitted, one may deteenthe following:

1 Municipalitiesrely largelyon external funding

1 The majority of the larger municipalitiesd LIS OA T A O f ¢ hve sulfiGently Soted2 Q &
land, yet there are indications that the rezoning of land and development of new
infrastructure is requiredvhen development is to occur

I There are mixed views about the prevalence of maladministraiighen maladministration
is acknowledged as discouragimigvelopment in some municipalities, theverarching
reasonsare capacity issues andlackof skills.

1 There are mixed views about whether overregulation is prevalent and whether it stymies
development.

1 With regard to the service divisions and infrastructiwe power, water, roads, storm water
and sanitation there are general consistent challges across the study areakhese are
inclusive of budget restrainthat result in a backlogf projects, outdated infrastructurand
unskilledor uninformedpersonnel.

1 The majority of the challengeis the service divisionsire as a consequencef finarncial
restraints and increased demand and pressure on service provision and infrastructure.
Personnel capacity issues are another challenge, as well as the availalilisiofesources
For example power and water constraints.

Importantly, the informatim gathered is subjective and therefore posediraitation towards
determining the true extent to which these perspectives are reliable. There is no further data that
enables specialists to quantify and economically analyse the impacts municipal procagsesnh
property development. Furthermore, the missing data provides further limitations towards a clear
and complete analysis.

From the information gathered the following key issues have been identified:

1 Sufficient suitable lan@ unavailable in areas i high demand and rapid development

1 Regulatory processalthough slow is important to ensure developments adhere to all
requirements to ensure quality and sustainable developmeHtswvever, his shouldnot be
an excuse to justify unnecessarily delayggmvals

9 Limited staffhas been indicated as a major capacity issue as municipaidie® keep up
with rapid developmenthowever it is difficult to actually assess if the capacity available is
sufficient.

of
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91 Delayed delegations of powers from top govermmetructures are identified aa source
contributing tolocal municipalitiebeingunable to perform functions

9 Outdated infrastructurghat requires maintenance and upgradissa driver of tariff and cost
inflation.

4.4 GAUTENG SUMMARY

All five of themetro and district municipalitiegor the Gauteng province have responded,which

all respondents provided feedback on regulation, administration, zoning and education, whilst only
the City of Johannesbumnd City of Tshwanerovided dataoutlining the clallenges within divisions

for the service divisions.

To summarse, three of the Gauteng respondentstate that there is not sufficientavailability of
zond land forproperty developmentthis problem is especially evident in the high demand urban
markets In conjunction tdour of the Gauteng respondentsho have stated that maladministration

is nonexistent within their municipalities one municipal respondent has indicatethat bad
administration is prevalentconsequently stymying property developmer@ne of the municipal
respondents for the Gauteng municipalities fe#hat overregulationinhibits developmentwithin

their vicinity, and that this is specifically with regard to the regulatory policies concerning bulk
service contributions
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5. PROPERTY DEVELOPHKES: NALYSIS

This section provides insight into the perspective of developers with regard to doing property
related business and undertaking development projects with municipalities. The study focus was to
undertake the analysifor all of the 18 delineated municipalities, however due to limited response
rates, some municipalities were omitted from the analysis. The degree to which developers rate
their experience of developing within a municipalgtgonfirmed as positive or wesirableg will be
analysed in total. The rateable experiences for each municipality are:

w application turnaround times and administration effectiveness and efficiency,

w the degree of suitably zoned land,

w the costs related to town planning, building plaubdivision, rezoning, connection and EIA
fees,

w the costs related to consumption charges, service contributions and land rates, and

w the efficiency of infrastructure, maintenance and infrastructure development.

5.1 APPROACH

Online quantitative surveys were lsmitted by SAPOA to a total of 391 selected respondents active
within the South African property industry. To ensure that sufficient feedback was gathered, the
surveys were resubmitted to respondents that have not taken part in the first request, to atiem

to facilitate a more accurate and representative opinion.

The survey was constructed with identical questions for 8 municipalitiesEach municipality had

an identical table whereby developers were provided with a rating table to rate their bissamas
conduct experience with municipalities fromg b, 5 being excellent and 1 being terrible. Annexure C
provides a template of the survey submitted for City of Johannesburg, demonstrating the rating
system as well as the rateable indicators.

In total, 74 (L19%)of the total 391 developers respondedn descending orderhe municipalities that
received the most feedbackre the City of Johannesburg, the City of Cape Town, Ekurhuleni
municipality, and the City of Tshwan€&he remaining 14 municipalitiesddnot receive sufficient
feedback tosanctiona detailedanalysis

On account of the limited feedback for the 14 municipalities other than the City of Johannesburg,
the City of Cape Town, Ekurhuleni municipality, and the City of Tshwane, these muigsipuilit

not be included in this analysis as the results for these areas is perceived to provide an untrue
reflection of property development for these study areas will be created.

By gSYLX IS 2F (KS dRBE;GRIMWISCRA Ad2NPSE Aad @
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CKS FTAY 2F GKA& aSOdAzy Aa (2 IniNBréng RbicipaliiesOdza G 2 Y
analysed.The survey layout enabled specialists to collate the data numericallitimately provide

a comparison for each of the rateable experiencébe total percentage for each experience is

tabulated.

5.2 KEY NDICATORS

To ddermine a comparable service rating for the delineated study areas, the indicators detailed
within the developer survey are collated into sections of town planning, costs, and administration.
These sectionare structured to streamline assessment and as&yof the municipalities.

The key indicators are highlighted below.

TOWN PLANNING
The indicators for town planning include:

Application turnaround time
Township Establishment fees
Rezoning fees

Zoning fees

Building Plan submission fees
EIA fees

Subdivigon fees

=A =4 =4 4 -4 -4 4

COSTS

The indicators for Costs include:
Service contributions
Service connection fees
Consumption charges
Development surcharges
Service costs

Vacant land rates
Property rates

Municipal tariffs

=A =4 =4 =4 -4 4 - 4

ADMINISTRATION
The indicators foAdministrationinclude:

9 Suitably zoned land

2
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Administration effectiveness
Municipal abilities
Transport efficiency
Security efficiency

Housing efficiency
Infrastructure maintenance
Service contributions
Regulation

= =4 =4 4 -4 4 -4 -4

5.3 SERVICEMAING

tKAa aSOGAz2y LINE JARa SINY alt yidadadER flom Aeefopeis Ko thed O dza
City of Johannesburg, the City of Cape Town, Ekurhuleni municipality, and the City of Tshwane. The
rating and analysis for each municipality or metro is outlined below. It is important to note that the
ratings are from the perspective of developers and should therefore be considered subjective.

5.3.1 TOWN PLANNING

As aforementioned, lte section fortown planningAy (G KS RS@St2LISNBEQ &dz2NBS
indicators. A rating for each indicator was applied t@ch municipality Theseresults which

illustrate theR S @S f perdpenttireqoncerning the indicators for Town Plannjrage illustrated

below.

Table 51 showsthe total scores for each municipality for the seven service indicateusthermore,

the percentage for each indicatds indicated. This percentage is calculated relative to the highest
possible score that each indicator could have achiefred.example, considering-#oning fees, if all
developers gave a 5 rating, the municipalitiesotal would have scored 405 points. Thus, 204 points
equates to a 5% score

Table5-1: Developers Bting for Town Planningndicators

Town Planning Score %

Application turnaround time 148 36%
Township establishment fees 206 51%
Re-zoning fees 204 50%
Zoning fees 199 50%
Building plan submission fees 213 54%
EIA fees 205 53%
Subdivision fees 208 53%
TOTAL SCORE 1383 49%

With respect to Table -, it is evident that the turnaround times for all foamunicipalities have
scored the lowest at 148 points, equating to 36%. In conjunction, the highest rating for the service

o




N
VgV
PROPERTY DEVELOPMENDMPARISON OF MUNPAL SERVICES COBEBORZ013 S A ‘I:O A

indicators is the costs of building plan submissions. This received a 54% score. It is therefore
apparent that developers feel that ¢hturnaround time of applications for the City of Johannesburg,

the City of Cape Town, Ekurhuleni municipality, and the City of Tshwane is poor. The other service
indicators have a score of 50% or above

¢tKS 2@SNIff AYLINBAAA?Z2Ys oRDENSPagnintp idds ond the éffitiendy dMNJI G K S
processing applications is indicated by the total number of votes received for each indicator. More
GKFY KFIfF 2F GKS @20GSa NBOSAGSR F2NJ ¢28y tfil yyA
remaining4z 2F GKS NI GAy3a NS RAAGNAOdzASR | ONR&a dao
F SN 3S¢ om0 ¢KS KAIKSEAG a02NBz 4a4SEOSttSyilés ¢
In total, the municipality for whom the developédsest rated for serviceind costswithin Town

Planning is both the City of Tshwane and Ekurhuleni municipabiyh scoring 51%The City of
Johannesburg with a 49%6oreand the City of Cape Town scoring 4i@dow.

5.3.2 COSTS

The costs for development are related to all additional charges fags that are not included in
applications for developmentTherefore, the results for this section will reveal whether the
developers who responded feel the chargdseach indicatorfor either municipalityor metros are
over-priced or reasonableThesecost indicatorsare mentioned above in theection outlining the
key indicators.

Similar to Table 51, Table 52 highlights the scores received for all four municipalities being
analysed.These scores are awarded relative to the costs associated withdévelopment of
property. Therefore, each cost indicator has been rated according to v&inglarly, the score as a
percentage is giverThe rating systenfrom 1 ¢ 5 as previously describdtas been applied. Thus,
the indicatorwith the lowest score isated as charging thhighestcosts.

Table5-2;: Developers Rting for Costdndicators

Costs Score %

Service contributions 176 43%
Service connection fees 181 45%
Consumption charges 177 43%
Development surcharges 189 47%
Service costs 192 47%
Vacant land rates 194 48%
Property rates 182 45%
Municipal tariffs 193 47%
TOTAL SCORE 1484 46%

With regard to all municipalities, the respondents rated the costs associated with property
development with a total sare of 1484 out of 3255 points, therefore equating to 46%. The scores
highlighted inTable 52 range from the lowest at 176 for service contributions, to the highest at 194

o
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for vacant land rateswhen including the total possible score for each indicato the equation,
developers rated both consumption charges and service contributions as the most expensive costs at
33%. Vacant land rates are rated as the most affordable cost.

Pertaining tothe scores for the individual indicators, tleewere no respg 8 S& T2 NJ mSEOS*t f
G20t nwm: 2F GKS NBaLRysasds 6SNB F2NJ GKS dol Ré

F dSNF 3S P ¢ #ihg had tieShigies Buinber of votes with 245 (38%) out of 651. There

GSNB ny oO0T17:0 NI @S¥IA FT2NJ al 6238 | SN

With reference to the municipal servicescosts associated with property developmenthet
municipalityfor whom the developerswardedthe bestratingis the City of Cape Town. The metro
received468 points for all costs, which equates to 51% whenudiig the number of respondents
who participated in the ratingThe City oCapeTown isfollowed by Ekurhuleni municipalitwhich
scored 50%. e City of Tshwanscored 46%whilst the most expensivestudy areais the City of
Johannesburg receivin®%.

The total score for all municipaliti@ghen determining the perspective of developers concerning the
value of costs related to property developmédat31%.

5.3.3 ADMINISTRATION

The service rating for administration will illustrate the opinion of developers wigfard to the nine
indicators included in this section. Together with Town Planning and QbstsAdministration
sectionprovidesanover@A S g 2 F & Odza U Zegdddnbthe Iseiviceéttatl mrichaliyes
provide to property developers.

Table5-3: Developers Rting for AdministrationIndicators

Administration Score %

Degree of suitably zoned land 182 45%
Administration effectiveness 141 34%
Abilities of municipalities 158 38%
Transport efficiency 175 44%
Security efficiency 177 44%
Housing efficiency 174 44%
Level of infrastructure maintenancg 165 39%
Development of new infrastructure| 161 38%
Regulation 170 41%
TOTAL SCORE 1503 41%

Table 53 highlights the scores for the four municipalities under analysis. In conjunctionnaiite 5
1 and Table 52, the scores indicate the perception dévelopers.Table 53 specifically indicates
scoring with regard to administration efficiency and effectiveness.

2
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In total, the City of Johannesburg, the City of Cape Town, Ekurhuleni municipality, and the City of
Tshwane scored 8303 points for administridon. This score, when calculated to include the number

of developers whasubmitted ratings amounts to a 41% grade. The service indicator which has the
worst rating is the effectiveness of administration, for which developers rate the service at 34% for
all municipalities. The highest scoog 182 out of 405 (45%jyvas awarded to théndicator detailing

the degreeto which developers perceive availability of suitably zoned land.

In conjunction with thendicators for bwn planning and costs, there were 5002 N3 & 2F 4 SEOSt
for the administration service indicator®f the total ratings for all the administration indicators, the
GoSt2g | @SNIF IS¢ NIGAYy3I KFER GKS KAIKSAG ydzyo SNJ
responses¢ KS  daratihgfoflos SR Of 2aSf e gAGK om: 2F GKS NBaLR
delegatedu T ¢ @20GSa OHmr0I GAGK alo020S | GSNI IS¢ NBOSA

With regard to theRS @S t PdrdfeNtes of individual municipalities for the service rating of
administration, as with the ratigs for costs, the City of Cape Town has the highest rating. The metro
received a score of 48%. The metro with the lowest score is the Clghahnesburg whicscored a

low 34%. The City of Tshwane was awarded 45%, followed by Ekurhuleni municiphl4@sit

5.4 SUMMARY

The study areas for which sufficient data was available were rated from the perspective of property
RSOSt 2LISNBE® { SNPBAOS NIidGAy3a 6SNB | LILXASR (G2 Syl
arGAaTrOGA2y ¢ TSilayersd dAdditiadaly, IS indicatoksywRidzawiers Bated by
developers were summarised into three key service indicators: town planning, costs and
administration.

From the datareceived one may determine that the municipality for which the highest rating wa
awardedis the City of Cape Towihis is illustrated ifable 54.

Table5-4: Total Score foMunicipality

Total available
points
Johannesburg 1478 3695 40%
Tshwane 730 1555 47%
Ekurhuleni 773 1635 47%
Cape Town 1329 2705 49%
Total 4310 9590 45%

Study Areas Scores

Of all four municipalities analysed, the City of Johannesburg has the lowest total score ati9%.
score is lower than the total score awarded at 45%. The City of Tshwane and Ekurhuleni municipality
have an equal score of 47%.
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It is therefore evident that the developers who responded felt that in tdtag, City of Johannesburg
offered the worstservice considerinthe costs and efficiency of town planning, development costs
and administrative efficiency. Essentially, the customer satisfaction is 40%. In total, none of the
municipalities received a score above 50%.

With regard to the respnses ad ratings for each indiator, Table 55 illustratesin what waythe
developers responded to each section.

Table5-5: Total Responses for Eaatdicator

Key Indicators bad
Town Planning 105 121 296 37
Costs 159 199 245 48 |
Administration

TOTAL SCORE 517 577 717 137 0] 1948
% 27% 30% 37% 7% 0% 100%
It is evident inTable 55 that the most commonly ugid NJ GAy3 6+ a Gl @SNF IS¢
remaining ratingsp /£’ 2F Fff OK2AO0Sa ¢SNB F2N) 0KS aGaoSt29

27% of the resposesp C2NJ £ f AYRAOFG2NBRXE y2yS 2F GKS Ydzya
whilst only 7% of lathe ratingswere¥ 2 NJ a1 62 S | §SNI IS¢ o

below av. average above a/ excellent ' total ratings
559
651

Itis thereforel LILJF NBy & GKIFG LINRPLISNI& RSOSt2LISNAR FSSt GKI
G2 aolRé Ay RIKSEBNBy RASNS 2/NR SANSIE O S t df iBgpanges ilNfotdl A y 3 & X
were awardedii 2 al 62 @S | @S NI 3 Férthdrmiore, lthe thieeNdiuhicplitiedldromA y 3 @
the Gauteng province scaddower than the City of Cape Town. Importantly, as aforementioned,

these results are subjectivii.has been widely expressed that municipal prgg=s are too slow and

that this causes additional financial constrain to developers due to increasing cost of capital and
interest repayment which could sink a project. For this reagbe recommendations in this

document will deal specifically with adnistrative effectiveness and improved tusmound times.
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6. SUMMARISEQCOMPARATIVEROFILE

This section provides a visual illustration in the form of a map to summarise the results garnered
from the data that has been processed and analysed withinptteeious chapters. The purpose of

the summarised comparative profile is to provide a broad strategic view of the current reality
conducting development business. The profile aims to illustrate municipalities in context to
affordability, capacity to accomndgate development and general perception of developers on
conducting business with these municipalities. The data for the 18 delineated municipalities is
provided in Figure 4. Each municipality is represented in a block with its associated results. The
cost indicators have been quantified in terms of the different development scenarios illustrated by
means of a colour legend.

The rating was determined by applying a cold academic approach to the raw data and should thus

be viewed in that context. Theervies costs of property development within the municipalities is

GKS 1S@& AyTFtdzSSyaalrt FlLOG2N 2F GKS LINRFAEST |dAayY
information gathered from the municipal respondents is not included in this comparison, as as
aforementioned; it is not quantifiable but is included mainly for the recommendations for
development.

Thevaluef | 6 SE2faSiRéa Aa (GKS FAylrf a02NB KI develogih§ a i dzRe
property within each municipality Furthermore, wih reference to the results for the developer
serviceratingsy 2 i SR Ay (KS Y (i NJalEthelmanicipaltigziother théhNde Qlidy 6fA y 3 & £ .
Johannesburg, Ekurhuleni municipality, the City of Cape Town and City of Tshwane, have been
awarded theaverage of 45% as specified in Tabk. Fhis was necessary as it was not possible to
provideindividualserviceassessmentfor the remaining 14 study areas.

Consequently, the results reflected figure6-1 are provided as a visual comparison of all shely
areas, yet should be assessed alongside each chapter. This is as the figures could subsequently be
misinterpreted if the report as a whole is not taken into consideration.

To achieve the final rating for each municipality from 1 to 18, 1 being tbkdst scorer anthe alt
round @ 0 Sparforme Y A G SN & 2F T NARBYRS @2 L9W&3saP fond Soghil ¢
Goz2ada¢ yR davkedadidedySNI NI GAy3aé

It is therefore evident ifFigure6-1, that the best performing municipality Emalahlenmunicipality,
whilst the lowest municipality is Mangaung municipality. Again, these scgresld be assessed
alongside the chapters which provide explanatiémsthe results illustrated.
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Figure6-1: Municipal Comparison

Y
T
T |
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SAPOA

Polokwane: Costs46)(37)(34)(43)
Customer rating (45%)

Rustenburg Costs §7)(33)(32)(33)
Customer rating (45%)

Pretoria Costs 40)(36)(36)(36)
Customer ratirg (47%)

Nelspruit Costs 48)(46)(41)(37)
Customer rating (45%)

Cape Town: Costgl9)(44)(46)(44)
Customer rating (49%)

Krugersdorp Costs 46)(37)(35)(34)
Customer rating (45%)

Bloemfontein Costs $9)(29)(32)(32)
Customer rating (45%)

Port Elizabeth Costs 42)(44)(41)(41)
Customer ratina (45%)

Upington: Costs $2)(47)(4 7)(48)
Customer rating (45%)

Kimberly. Costs 41)(40)(39)(38)
Customer rating (45%)

12

Witbank: Costs%4)(52)(46)(47)
Customer rating (45%)

JohannesburgCosts 45)(44)(42)(42)
Customer rating (40%)

Kempton Park Costs 46)(41)(25)(39)
Customer rating (47%)

Vanderbijlpark Costs: §3)(45)(41)(42)
Customer rating (45%)

Pietermaritzburg Costs 46)(42)(41)(41)

6

Customer rating (45%) T

]
Durban Costs§1)(37)(29)(33) 16
Customer rating (45%)

|

1
East LondonCosts 41)(38)(25)(34) 14
Customer ratina (45%) :

]
George Casts @9)(40)(40)(37) 10

Customer rating (45%)

Costs:

Residential developmerg See Tabl2-18

Retail development See Tabl@-20
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Industrial developmeng See Tabl@-24

Customer rating: Service rating by developecsSee Table8

In review of the comparative profile, it is evident that a number of smaller municipalities outperform
the larger metros. These include Emalahleni, //Khara Hais and Midvaal. Possible reasons for this
could alle to the fact that these municipalities want to draw development to their respective
areas.In terms of this profile the best performing metropolitan municipality tee City ofCape

Town with the majority of Gauteng muicipalities scoring average gjto lower (15). It should be
stressed that in order to ensure the competitiveness of Gauteng, municipalitiéseoGauteng
province shouldstreamline their processes and ensure their rates and tariffs are market related. It
should also be stated that du higher demand andhus more rapid ongoing development
Gauteng and other urban municipalities are often under more pressure

Taking a strategic view, in terms of the rating, it must be stated that overall, there are small
differences in the performarcof municipalities that have no identified outliers and thus results are
relatively comparable. A similarity in challenges faced by municipalities is also noted.

6.1 ECONOMIC INDICATORSD PERFORMANCE

The purpose of this section is to review the key eanimindicators and relate the results with the
above Comparative Matrix (Figurel®, in order to strategically gauge whether the high municipal
development costs have indeed caused significant economic detriment to development. The
economic indicators wikubsequently allow the specialists to address the low or high costs outlined
in Figure 61 by determining a comparative economic baseline of the study areas.

The economic indicatommployedfor all municipalitiesare theaverage annual growth ratdAG@R)
for:

9 The GVA (Gross Value Added)
1 Population
9 HouseholdDisposabléncome

The period prescribed to these growth rates for the economic indicators is from 2006 to 2011,
therefore providing an indication of the population and household income growth, edsas the
GVAgrowth for each municipality for the past five years. The data used was sourced from Quantec,
a consultancy that provides economic and financial data.

These indicators are relevant to this particular study as they provide a baseline uptmtabauge
the development across each study arda.summary household income and population growth
rates are indicative of employment opportunities, access to seryiogwzoved living standardand

an increased or decreasaetbmand for output The avesge growth rate of the GVA measures the
output of a region over a period of time. The indicators aresttmportant for planning purposes
This isas they provide insightito a study area and the trends evident for teeonomy and social

2




N
VgV
PROPERTY DEVELOPMENDMPARISON OF MUNPAL SERVICES COBEBORZ013 S A ‘;o A

structure over goeriod of time One will thus be able to determine the degree to which an economy
is/ has been/ will be conducive to development.

The growth rates as opposed to the actual values are used because they provide a more
representativeillustration of the stug areas This is as an analysis of the total figures does not
indicate trends. This is as the municipalities vary in size, capacity and role, and therefore this would
create an unreliable analysis of the growth and development within each municipality.

Figure 62 provides an illustration of how global and national events have an impact of the national
economy.The contraction of the European economy and global financial crisis coupled with the local
electricity crisis had significant spaffs onthe SouthAfrican economic climatelhese spin offs are
illustrated by the fluctuations of th&VAand populationcurves in Figure €2. It is important to
create a macroeconomic baseline to interpret the economic indicators for each studyaarea
consequence of th global and national marketss these will havelirect, indirect and induced
impacts on development

Figure6-2: Growth Rate of the GVA, Population and Disposable IncomeSiouth Africabetween
2001 and2011 with Global Trends (Constant 2005 Prices)

8.0%
7.0% slowdown of globalfinancial

the European and local
6.0% W
5.0%
0% A

low interest rates,

3.0% high consumer
2.0% expenditure

1.0%
0.0% rand

depreciation

-1.0%

-2.0%
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
GVA 2.8% | 3.7% | 3.0%| 4.5% | 5.3%| 5.5% | 5.6% | 3.8% | -1.4%| 2.9% | 3.0%
Population 27%| 4.0%| 2.7%| 6.0% | 59% | 7.3%| 5.2% | 2.3%| -1.1%| 4.2% | 5.2%

Household income 1.3% | 1.3% | 1.3% | 1.3% | 1.3% | 1.2%| 1.2% | 1.2%| 1.2%| 1.1%| 1.1%
——GVA —@—Population Household income

Source(Quantec, 2012)

It is evident that the growth rates of the GVaAnd population for South Africa are significantly
impacted by the events indicated. This is as consumerfaraign demand and trade have indirect
impact on both the primary and secondary sectors, specifically manufacturing and mining. These
sectors are also very closely integrated with one another and the tertiary sector. Therefore,
contractions in demand wikignificantly impact the local economy. Similarly, the degree to which
the economy is diversified and reliant on sectors especially sensitive to trade, lends to how
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significantly it is impacted. With regard to population, migration trends and populafowth are
interrelated to costof-living and the ability of an area to provide employment and social security.

Importantly, this sectiorwill not provide a comprehensive -depth analysis of each municipality.
Essentially, the degree of analysis that Webbe required for such a study is not within theopefor
the analysis.

6.1.1 AVERAGE ANNUAAVAGROWTH RATE FOR AIWLUDY AREAS

The GVA of a municipality is the measure of the value of goods and sqrkacesed. It essentially
provides a value of the outpuif a region In contrastto the GDPthe GVAIs not used to measure
the national output. This is as the total aggregates of taxes srmsidies on production areot
available on a regional basls. effect with regard to the study areas, the GDP asralicator is not
applicable therefore providing an explanation for the use of the GVA as opposed to the GDP.

Figure6-3: AverageAnnual GVA Growth Rate (20§8011) for Study Areag&onstant 2005 prices)

Souce: (Quantec, 2012)
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