The Greater Tzaneen
Municipality

PRINCIPLES AND POLICY ON
PROPERTY RATES
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LEGISLATIVE CONTEXT »

1.1 This policy is mandated by Section 3 of the Local Gevernment: Municipal Property
Rates Act, 2004 (No. 6 of 2004), which specifically provides that a municipality must
adopt a Rates Policy.

1.2 In terms of Section 229 of the Constitution of the Republic of South Africa, 1996
(No.108 of 1996), a municipality may impose rates on property.

1.3 In terms of the Local Government: Municipal Property Rates Act, 2004 (No. 6 of 2004)

a municipality in accordance with-

Section 2(1), may levy a rate on property in its area; and

Section 2(3), must exercise its power to levy a rate on property subject to-
i Section 229 and any other applicable provisions of the Constitution:
ii. the provisions of the Property Rates Act; and

iii. the rates policy.

14 In terms of Section 4 (1) (c) of the Local Government: Municipal Systems Act, 2000
(No. 32 of 2000}, the municipality has the right to finance the affairs of the municipality
by imposing, infer alia, rates on property.

1.5 In terms of Section 62(1)(f}(i) of the Local Government; Municipal Finance
Management Act, 2003 (No. 56 of 2003) the municipal manager must ensure that the

municipality has and implements a rates policy.

DEFINITIONS
2.1 “Act” means the Local Government: Municipal Property Rates Act, 2004 (No. 6 of
2004).

22 “Municipality” means the municipal council for the municipal area

2.3 “ Privately developed estates “means properties divided through sub division or
township establishment into developments with full title stands and / or sectiona! units
in accordance with the Town Planning Scheme and where all services inclusive of
water, electricity, sewerage and refuse removal and roads development are installed
at the full cost of the developer and maintained by the residents of such estate”

24 All other terms are used within the context of the definitions contained in the Local
Government: Municipal Property Rates Act, 2004 (No. 6 of 2004).

25 ‘Squatters/Dwellers” means the workers previously employed by agricultural owners
currently residing on the agricultural property and has not yet been addressed or the
particular cases not yet finalized in terms of the Extension of Security of Tenure Act 62
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finance free basic services; exemptions, rebates, reductions and phasing-in of *
rates as approved by the municipality from time to time.

SCOPE OF THE POLICY

41 This policy document guides the annual setting (or revision) of property rates. It does
not make specific property rates proposals. Details pertaining to the applications of
the various property rates are published in the Provincial Gazette and the
municipality's schedule of tariffs, which must be read in conjunction with this policy.

APPLICATION OF THE POLICY

5.1 In imposing the rate in the rand for each annual operating budget component, the
municipality shall grant exemptions, rebates and reductions to the categories of
properties and categories of owners as allowed for in this policy document.

CLASSIFICATION OF SERVICES AND EXPENDITURE

6.1 The municipal manager or his/her nominee must, subject to the guidelines provided
by the National Treasury and Executive Committee of the municipality, make provision
for the following classification of services:

{a) Trading services:
i Water
fi. Electricity
(b) Economic services:

i Refuse removal.
ii. Sanitation.
{c) Community services:

i. Alr poliution

ii. Fire fighting services

fii. Local tourism

iv. Municipal planning

v. Municipal public works, only in respect of the needs of municipalities
in the discharge of their responsibilities and to administer functions
specially assigned to them under the Constitution or any other law.

Vi. Storm water management system in built-up areas.

vii. Trading reguiations

vifi, Fixed billboards and the display of advertisements in public places
ix. Cemeteries

X. Control of public nuisances
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6.4

6.5

{m) Surplus/Deficit
Cost centers will be created to which the costs associated with providing the service

¢an be allocated-

{(a) by Department;

() by Section/service; and

(c) by Division/service.

The subjective classification of expenditure each with a unique vote will be applied to
all cost centers.

CATEGORIES OF PROPERTY

7.

7.1 Criteria for determining categories of properties for the purpose of levying different
rates and for the purpose of granting exemptions will be according to the use of the
property only.

7.2 Categories of property within the municipal jurisdiction include:

1. Residential Properiies;
2. Business and Commercial Properties;
3. Industrial Properties;
4. Public Service Infrastructure;
5. Public Beneftt Organisations;
6. Agricultural properties used for agricultural ‘
7. Agricultural properties used for other business & commercial purposes
8. Agriculiural properties used for residential purposes
9. Agricuiiural properties not used for any purpose

10. Agricultural properties used for eco-fourism/hunting and frading in game

11. Municipal Properties;

12. Muitiple Use Properties;

13. Privately Developed Estates;

14. Properties for Religious Use;

15. Vacant Land.

16. Rural communal fand

7. Education faciliies

18. State-owned Properties

19. Trust Land

8. CATEGORIES OF OWNERS
8.1 Criteria for determining categories of owners of properties, for the purpose of granting

exemptions, rebates and reductions will be according fo the :

(a) indigent status of the owner of a property;
(b) sources of income of the owner of a property;
{c) owners of property situated within an area affected by-

i. a disaster within the meaning of the Disaster Management Act, 2002
(Act No. 57 of 2002); or

A-B
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8

58 of 1962): The ratio referred {o in Gazette no. 32061 and 32062 issued on
27" of March 2009 as amended by regulation 9242 on 12 March 2010 makes
provision that Public Benefit Organisations will only pay 25% of the tariff
charged to residential ratepayers

iil.

vi.

vii.

viii.

Health care institutions: Properties used exclusively as a hospital,
clinic and mental hospital, including workshops used by the inmates,
laundry or cafeteria facilities, provided that any profits from the use of
the property are used entirely for the benefit of the institution and/or to
charitable purposes within the municipality.

Welfare instifutions: Properties used exclusively as an orphanage,

non-profit retirement villages, old age home or benevolent institution,
including workshops used by the inmates, laundry or cafeteria
tacilities, provided that any profits from the use of the property are
used entirely for the benefit of the insfitution andfor to charitable
purposes within the municipality.

Educational institutions: Property belonging to educational institutions

declared or registered by law.
Independent schools: Property used by registered independent
schools for educational purposes cnly.

Charitable institutions: Property belonging to not-for-gain institutions

or organisations that perform charitable work.

Sporting bodies: Property used by an organisation whose sole
purpose is to use the property for sporting purposes on a non-
professional basis.

Cultural institutions: Properties declared in terms of the Cultural
institutions Act, Act 28 of 1969 or the Cultural Institutions Act, Act 66
of 1989.

Museums, libraries. art galleries and botanical gardens: Registered in

the name of private persons, open to the public and not operated for
gain.

Youth development organisations: Property owned andfor used by

arganisations for the provision of youth leadership or development
programmes.
Animal welfare: Property owned or used by institutions forganisations
whose exclusive aim is to protect birds, reptiles and animals on a not-
for-gain basis.

11.2  Exemptions will be subject to the following conditions:

(a) all applications must include a constitution of the organization and be

addressed annually in writing to the municipality;

A-8
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(b)

©

(d)

10 A

b. a continuation plan issued by the directors and certified by
auditors of the company stating that the objectives have been
met in the first year after establishment and how the company
plan to continue to meet the objectives;

C. an assessment by the municipal manager or his/her nominee
indicating that the company qualifies; and

d. a municipal council resolution.

Residential properties: The municipality grants a 20 % rebate, which applies to

improved residential property that is:

used predominantly for residential purposes, with not more than two
dwelling units per property.

registered in terms of the Sectional Title Act.

owned by a share-block company.

privately developed estates used for residential purposes.

a rateable residence on property used for or related to educational
purposes.

Privately developed estates: The municipality grants an additional rebate of

30%, over and above as stipulated in paragrath 13.1 (c) which applies to

privately developed estates qualifying as defined in paragraph 2.3 of this

policy. Privately developed estates not maintaining the total services of the

estate will recieve a 10% rebate

Bone fide- Agriculfural property ratio:

i

vii,

Qualifying requirements are that the owner or the person renting a
property from a owner should be taxed by SARS as a farmer and the
last tax assessment must be provided as proof, or

where the owner or the person renting the agricutural property is not
taxed as farmer, proof is required that income from farming activities
exceeds 40% of the total income generated.

The ratio referred to in Gazette no. 32061 and 32062 issued on 27"
of March 2009 makes provision that bone- fide farmers will only pay
25% of the tariff charged to residential ratepayers as amended by
regulation 9242 on 12 March 2010.

Agricultural properfies used for other business & commercial purposes
will recieve a % rebate (30%)

Agricultural properties used for residential purposes

will recleve a % rebate (50%)

Agricultural properties not used for any purpose
will recieve a % rebate(0%)

Agricultural properties used for eco-tourism/hunting and trading in game
will recleve a % rebate (30%)
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according to monthly household income. To qualify for the rebate a
properly owner must:

a. occupy the property as his/her normal residence;

b. be at least 60 years of age or in receipt of a disability pension
from the Department of Welfare and Population
Development;

c. be in receipt of a total monthly income from all sources
(including income of spouses of owner) not exceeding

R3 000;
d. not be the owner of more than one property; and
e. provided that where the owner is unable to occupy the

property due to no fault of his’her own, the spouse or minor
children may satisfy the occupancy requirement.

ii. Property owners must apply on a prescribed application form for a

Ty rebate as determined by the municipality.
k/ iii. Applications for rebate or exemptions must be accompanied by-
a. a certified copy of the identity document or any other proof of
the owners age which is acceptable to the municipality;
b. sufficient proof of income of the owner and his/her spouse;
c. an affidavit from the owner confirming that criteria as set out
above.
d. if the owner is a disabled person proof of a disability pension

payable by the state must be supplied; and
e. if the owner has retired at a younger age than 60 for medical

reasons (proof thereof must be submitted).

iv. These applications rebate ,exemptions must reach the municipality
JN before the end of October preceding the start of the new municipal
N financial year for which relief is sought (except in the year of

implementation of this policy where the approved applications will be
impiemented retrospectively from 1 July of that year).

V. The municipality retains the right to refuse rebates if the details
supplied in the application form mentioned above were incomplete,

incorrect or false.

13.3  Phasing in of rates

(a) will only apply to the following financial years; 2008/2009, 2008/2010,
2010/2011 and 2011/2012 :
i. for the 2008/2009.financial year 25% of the rate payable will be

A-12
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social or economic condifions

Rebates Enterprises that promote

local, social and economic development :
State properties

Residential properties

Retired and disabled persons

Phasing in Newly rateable property

Land reform beneficiaries

Rebate to limit the increase of rates

iv. Exclusions :

Public service infrasfructure v

Protectedareas e

Land reform beneficiary e

Residential property {mandated R 15 000

exemption) e

Public places of worship e
(b) The benefit to the community of granting relief measures will be-

i. the promotion of local economic development inciuding attracting business
investment, for example small business establishment;

il creation of employment for municipal residents;

iif. promoation of service delivery, for example by farmers;

iv. poverty alleviation to the indigents;

V. social development and moral development, for example, by religious
institutions, sports institutions, schools and other non governmental
organisations which promote health and other benefit to the community; and

vi. Improved local economic growth.

RATES INCREASES

(a} The municipality will consider increasing rates annually during the budget process in
fine with national guidelines issued by National Treasury.

(b) Rate increases will be used to finance the increase in operating costs of community
and subsidised services.

(©) Relating to community and subsidised services the following annual adjustments will
be made:

All salary and wage increases as agreed at the South African Local
Government Bargaining Council and in terms of the Remuneration of Public

Office Bearers Act;
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permitted use fo which the property concerned may be put, the rates payable shall be
appropriately adjusted for the period extending from the date on which the error or
omission is detected back to the date on which rates were first levied in terms of the

current valuation roll.

17.6  In addition to paragrath 17.5 , where the error occurred because of faise information
provided by the property owner or as a result of a contravention of the permitted use
of the property concerned, interest on the unpaid portion of the adjusted rates payable
shall be levied at the maximum rate permiited by prevailing legislation.

18 REGULAR REVIEW PROCESSES
18.1  The rates policy will be reviewed on an annual basis to ensure that it complies with the
Municipality's strategic objectives and with legislation.
19. SHORT TITLE
19.1  This policy is the Property Rates Policy of the Okhalamba Municipality.
20. ENFORCEMENT/IMPLEMENTATION
20.1 This policy has been approved by the Municipality in terms of resolution
..................... dated ............................and comes into effect from 1 July 2010
21, LEGAL REQUIREMENTS
21.1  The legal requirements of the Act is attached as Annexure A to this policy document.
ANNEXURE “A”
LEGAL REQUIREMENTS

The annexure does not cover the complefe contents of the Properly Rates Act, but focus on those

requirements that are immediately refevant to a municipality’s rates policy. The provisions dealing with

most of the valuation processes and with transitional arrangements are not covered in this annexure.

SECTION 2: POWER TO LEVY RATES

(1)

(2)

A metropolitan or focal municipality may levy a rate on property in its municipal area.

A municipality must exercise its power fo levy a rate on property subject fo
(a) Section 222 and any other applicable provisions of the Constitution,
(b) the provisions of the present Act, and

A-16
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i categories of properties for the purposes of levying different rates, and

if. categories of owners of properties, or categories of properties, for the purpose
of granting exemptions, rebates and reductions;

defermine how the municipality’s powers in terms of Section 9 must be exercised in

relation to properties used for multiple purposes;

identify and quantify in terms of cost to the municipality and any benefit to the local

community,

i. exemptions, rebates and reductions;

i, exclusions; and

fif. rates on properties that must be phased in, in terms of Section 21;

take into account the effect of rates on the poor and include appropriate measures to
alleviate the rates burden on them;

take into account the effect of rates on organisations conducting specified public
benefit activities and registered in terms of the Income Tax Act for fax reductions
pecause of those activities, in the case of property owned and used by such
organisations for those activities;

take info account the effect of rates on public service infrastructure;

alfow the municipality to promote local, social and economic development; and
identify, on a basis as may be prescribed, all rateable properties in a municipality that
are not rated in terms of Section 7.

When considering the criteria to be applied in respect of any exemptions, rebates and

reductions on properties used for agricultural purposes, a municipality must fake into account:

(a)
(b)
{c)

()

the extent of services provided by the municipality in respect of such properties;
the contribution of agriculfure fo the local economy;

the extent of which agriculture assists in meeting the service delivery and
development obligations of the municipality; and

the contribution of agriculture to the social and economic welfare of farm workers.

Any exemptions, rebates or reductions granted and provided for in the rates policy adopted by

a municipality must comply and be implemented in accordance with a national framework that

may be prescribed after consultation with organised focal government.

No municipality may grant relief in respect of the payment of rates to:

(a)

(b)

a category of owners of properties, or {0 the owners of a category of properties, other
than by way of an exemption, rebate or reduction as provided for in its rates poficy and
granted in terms of Section 15 of the present Act; or

the owners of properties on an individual basis.
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{2) such by-laws may differentiate between

(a) different categories of properties, and

(b) different categories of owners of properties fiable for the payment of rates.
SECTION 7: RATES TO BE LEVIED ON ALL RATEABLE PROPERTY

(1) When levying rates a municipality must fevy such rates on all rateable property in its area,

(2) is nevertheless

(a) not obliged to fevy rates on:
i properties of which the municipality itself is the owner;
i . public service infrastructure owned by a municipal entity;
i, rights registered against immovable property in the name of a person;
iv. properties in respect.of which it is impossible or unreasonably difficult to

establish market value because of legally insecure fenure aftributable to past
racially discriminatory laws or practices.
(b) The requirement fo levy rates on all rateable properiies does not prevent a

municipality from granting exemptions from rebates on or reductions in rates levied.

SECTION 38: DIFFERENTIAL RATES

(1) A municipality may in terms of the criteria set out in its rates policy levy different rates for
different categories of rateable property, and these categories may be determined according
fo the:

(a) use of the property;
(b) permitted use of the property; or
{c) geographical area in which the property is situated.

(2} Categories of rateable property that may be determined include the following:

(a) residential properties
(b) industrial properties
(c) business and commercial properties
(d) farm properties used for:
i agricultural purposes;
i, ofher business and commercial purposes
fit. residential purposes
V. ptrposes other than those specified above
{e) farm properiies not used for any purpose
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SECTION 10: LEVYING OF RATES ON PROPERTY IN SECTIONAL TITLE SCHEMES

(1)

A rate on a property which is subject to a sectional title scheme must be levied on the

individual sectional titfe units in the scheme, and not on the property on a whole.

SECTION 11: AMOUNT DUE FOR RATES

(1)

A rate levied by a municipalily on property must be stated as an amount in the rand:

(a)
(b)

(c)

on the markel value on the property;

in the case of public service infrastructure, on the market value of the public service
infrastructure less 30% of that value; |

in the case of properiy fo which Section 17(1)(h) applies, on the market value of the
praperty less the amount stated in that section (note the section concerned deals with
the requirement that the first R15 000 of the market value of cerfain properties is not

rate able).

SECTION 12: PERIODS FOR WHICH RATES MAY BE LEVIED

(1)

(2)

When levying rates, a municipalfity must fevy the rate for a financial year. A rate lapses at the

end of the financial year for which it was levied.

The levying of rates forms part of the municipality’s annual budget process, and the

municipalify must therefore annually, at the time of its budget process, review the amount in

the rand of ifs current rates in line with the annual budget for the next financial year.

SECTION 13: COMMENCEMENT OF RATES

(1)

A rafe becomes payable

(a)
(b)

as from the start of the particular financial year, or

if the runicipality's annual budget is not approved by the start of the financial year, as
from such later date when the municipality's annual budgef, including the resolution
lfevying the rafes, is approved by the provincial executive in ferms of section 26 of the
Municipal Finance Management Act.
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(e} owners of residential properties with a market value lower than an amount determined
by the municipality; and
] owrners of agricultural properties who are bona fide farmers.
The municipal manager must annually table in the council:
(a) a list of all exempfions, reductions and rebates granfed by the municipality during the
previous financial year; and
{(b) a statement reflecting the income which the municipality has forgone during the

previous financial year by way of

i such exemption, reductions and rebates,
ii. exclusions referred to in the Act, and
fif. the phasing in discount granted in terms of Section 21.

All exemptions, reductions and rebates projected for a financial year must be reflected in the
municipality’s annual budget for that year as

(a) income on the revenue side and

(b) expenditure on the expenditure side.

SECTION 16: CONSTITUTIONALLY IMPERMISSIBLE RATES

(1)

(2)

In terms of the Constitution a municipality may not exercise its power to levy rates on property
in a manner that materially and unreasonably prejudices

(a) national economic policies,
(b) economic activities across its boundaries, or
(c) the national mobility of goods, services, capital and fabour.

If a rate on a specific category of properties, or a rate on a specific category of properties
above a specific amount in the rand, is maferiafly and unreasonably prejudicing any of the
matters referred to above, the Minister of Provincial and Local Government may, by nofice in
the gazette, give nofice to the relevant municipality that the rate must be limited to an amount
in the rand specified in the notice.

SECTION 17: OTHER IMPERMISSIBLE RATES

(1)

A municipality may not levy a rate on:

(a} the first 30% of the market value of public service infrastructure;
{b) any part of the seashore;

(c) any part of the territorial waters of the Republic;
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SECTION 20: LIMITS ON ANNUAL INCREASES OF RATES

(1)

(2)

3

The Minister of Provincial Local Government may, with the concurrence of the Ministor of
Finance and by notice in the gazette, set an upper limit on the percentage by which rates on
properties or a rate on a specific category of properties may be increased.

Different limits may be set for

(a) different kinds of municipalities or

(b} different categories of properties.

The Mihister may, on written application by a municipality, and on good cause shown, exempt
such municipalily from a limit set in terms of the foregoing.

SECTION 21: COMPULSORY PHASING IN OF CERTAIN RATES

(1)

(2)

(3)

4

{a) A rate levied on newly rateable property must be phased in over a period of three
financial years.

(b) Similarly, a rafe levied on property owned by a land reform beneficiary must, after the
exciusion period has lapsed, be phased in over a period of three financial years.

{c) A rate levied on a newly rateable property owned and used by organizations
conducting specified public benefit activities must be phased in over a period of four
financial years.

The phasing in discount on a property must:

(a) in the first year, be at least 75% of the rate for that year otherwise applicable to that
property;

{h) in the second year, be af least 50% of the rate for that year otherwise applicable o
that property, and;

{c) in the third year, be at least 25% of the rate for that year otherwise applicable to that
property.

No rate may be levied during the first year on newly rateable property owned and used by
organisations conducting specified public benefit activities. Thereaﬁ;er the phasing in discount
shalf apply as for other newly rateable property

{a) except that the 75% discount shalf apply to the second year,

{b) the 50% to the third year, and

(c) the 25% to the fourth year.

A rafe levied on newly rateable property may nol be higher than the rate levied on similar
property or categories of property in the municipality.
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SECTION 24: PROPERTY RATES PAYABLE BY OWNERS

(1) A rate levied by a municipality on property must be paid by the owner of the property.

(2) (a) Joint owners of a property are jointly and severally liable for the amount due for rates
on that properly.
(b} in the case of agriculfural properly owned by more than one owner in undivided

shares, the municipality must consider whether in the particular circumstances it

would be more appropriate for the municipalify to

L fiold any one of the joint owners liable for all rates levied in respect of the
agricuitural property, or

if. to hold any joint owner only liable for that portion of the rates levied on the
property that represent that joint owner's undivided share in the agricuffural

property.

SECTION 25: PAYMENT OF RATES ON PROPERTY IN SECTIONAL TITLE SCHEMES

(1) The rate levied by a municipality on a sectional tifle unit is payable by the owner of the unit.
(2) The municipality may not recover the rate on such sectional title unit, or
{3) any part of such rate, from the body corporate controlling the sectional titte scheme, except

when the body corporate itself is the owner of any specific sectional title unit.

SECTION 26: METHOD AND TIME OF PAYMENT

(1) A -municipality must recover a rate
{a) on a monthly basis, or less often as may be prescribed in terms of the Municipal
Finance Management Act, or
(b) annually, as may be agreed fo with the owner of the property.

{2) (a) If the rafe is payable in a single annual amount, it must be paid on or before a date
determined by the municipality.
{b) if the rate is payable in installments, it must be paid on or before a date in each
period defermined by the municipality.
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SECTION 30: GENERAL VALUATION AND PREPARATION OF VALUATION ROLLS «

(1)

(2)

(3)

A municipality intending to levy a rate on properly must cause
(a) a general valuation to be made of all properties in the municipality, and
(b) must prepare a valuation rolf of afl properties in terms of such valuation.

All rateable properties in a municipal area must be valued during such general valuation,
including all properties fully or parfially excluded from rates in terms of Section 17 of the
present Act. However,

(a) if the municipality does not intend fo lfevy rates on its own property, on public service
infrastructure owned by a municipal entity, on rights in properties, and on properties in
respect of which it is impossible or unreasonably difficult to establish a market value,
the municipality is not obliged fo value such properties as part of the valuation
Process.

(b) A municipality may aiso apply to the Minister for exemption from the obligation to
value properties excluded from rates in terms of Section 17 if the municipality can
demonstrafe that the valuation of such properties is too onerous for it given its
financial and administrative capacity.

Properties which have not been valued, because of any of the foregoing considerations, must
nevertheless be included in the valuation roll.

SECTION 31: DATE OF VALUATION

(1)

(2)

For the purposes of a general valuation a municipality must determine a date that may be not
more than 12 months before the start of the financial year in which the valuation rofl is to be
first implemented.

The general valuation must reflect the market values of properties in accordance with
{a} market conditions which apply as at the date of the valuation, and
(b) in accordance with any other applficable provisions of the present Act.

SECTION 32: COMMENCEMENT AND PERIOD OF VALIDITY OF VALUATION ROLLS

(1)

A valuation rol

{a) takes effect from the start of the financial year following completion of the public
inspection period required by the present Act, and

(b) remains valid for that financial year or for one or more subsequent financial yearé, as
the municipality may decide, but in fotal not for more than four financial years.
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