URGENT ALERT TO ALL OWNERS OF PROPERTY IN SOUTH AFRICA

There is a proposal to amend Section 1 of the Property Rates Act to the effect that all residential properties which are used to accommodate persons other than the owner, for gain, should be rated as commercial properties and charged accordingly. In eThekwini this would be an increase of 226 % !!!

You can read the proposed amended legislation (The Municipal Property Rates Amendment Bill) at:
http://www.info.gov.za/view/DownloadFileAction?id=147257

This amendment WILL severely affect ALL residential property owners, and tenants.

The deadline for objections to the amendment must be lodged by 22nd July 2011, or they will be ignored. 

Below is an explanation of the effects of the proposal.

For many people the ownership of a property which is rented out “for gain” is specifically geared to provide additional income, either to support themselves and their families and as provision for their retirement years. The government is encouraging the public to save in order to be able to provide for themselves instead of being a burden on the state. If this amendment is enacted these people will be severely disadvantaged as a result of substantial increases in the rates on these properties, rendering the investment potentially not viable and even unaffordable. In addition property investors paying Income tax on rentals received and when they sell their properties, they pay additional Capital Gains Tax as they do not qualify for the same exemptions as non-investors who occupy their properties as their primary residences.

Many people make provision ahead of time for their retirement years by purchasing a retirement property when they can afford it, and then rent it out until they are ready to retire. If the proposed amendment is enacted it may well prevent people from making this provision – is the government going to subsidise retirement homes to make them affordable when people get older? Never!

Furthermore, in the current economic climate it is not uncommon for a property owner to not reside in his own property but rather to rent it out to earn income and reside elsewhere with relatives and contribute towards those household expenses. If this amendment is enacted then in such a situation both property owners could have to pay rates at commercial rates for their individual properties: Firstly, the person who could not afford to continue to occupy his own property, and secondly the owner of the property who has taken on the boarder as he is now accommodating another person for gain. The second scenario is unlikely, but not impossible and anyone who has had the pleasure of taking on the Rates Department will know what a daunting task this is, with the added risk of having water and electricity disconnected for not paying the higher rates based on the disputed rates classification for the property.

Landlords will have to try to increase rentals to cover the additional expense which would result in the tenants having to carry the burden, if they can, or find cheaper accommodation. To avoid this, Landlords may have to absorb the increase to keep good tenants. 

The property market is already in the doldrums, and this proposed amendment will substantially reduce the number of investors and developers of residential property as the additional rates burden will result in substantially reduced returns from these properties.

Already many property investors are funding shortfalls out of their pockets because rentals are not covering the investor’s expenses, namely bond payments, municipal rates, maintenance, levies, etc.

It is also a sure way of chasing and alienating foreign investors whose only aim is return on investment, and this country desperately needs to encourage foreign investment. Also affected would be people who go abroad for personal or work reasons and want to keep their properties for when they return.

It follows also, that even non-investors who occupied their own homes will be affected by this proposed amendment in that:
· Investors who cannot afford the rates increase will be forced to sell their investment properties, probably at reduced prices in order to get a sale, and this could have a negative knock-on effect on the residential property market as a whole, causing property prices to fall even further, which will impact on the values of properties occupied by their owners, ie not just the investors.
· If an ordinary property owner wants to acquire another property and is in the fortunate position of being able to retain his existing property and rent it out, he may be unable to afford the additional rates burden and be forced to sell the existing property.

In conclusion the proposed amendment, if passed, will affect every single residential property owner, whether it is the investor who will suffer now, or the owner-occupier who will suffer in the future.

As mentioned above, the deadline for objections must be lodged by 22nd July 2011, or they will be ignored. 

These can be faxed to (012) 334-4811 or emailed to mpra@cogta.gov.za.







Alternatively send me an email with your details below and I will send the objection on your behalf.

	Your name
	

	Your email address
	

	Your property address
	

	Your rates number
	

	Your contact number
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