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Terms, Abbreviations & Acronyms
	“Development”
	Individual construction projects to develop rental housing are considered as “developments” in this document. 

	“Job Summit Programme”
	See “Programme”.

	“Private Partner”
	A non-Governmental entity that enters into a PPP agreement. This could include a consortium of developers, contractors, financiers and property managers. The consortium could include, or be lead by an existing social housing institution.

	“Programme”
	Refers to the National Presidential Pilot Project on Rental Housing. This programme comprises a number of PPP projects.

	“Project”
	A “project” in this document is one or more developments to procure rental housing through a PPP with a single Private Partner. A project should comprise at least 2,000 (new build) or 1,000 (rehabs/ conversion) rental units and may consist of multiple developments within a geographically defined local area / neighbourhood.

	“Stock”
	Refers to rental housing units developed

	CPIX
	Consumer Price Index (including mortgage loans)

	DPLG
	National Department of Provincial & Local Government 

	EXCO
	Executive Committee

	HI
	Housing Institutions

	IDP
	Integrated Development Plan

	LA
	Local Authority

	LED
	Local Economic Development

	MEC
	Members of the Provincial Executive Councils

	MINMEC
	National Ministerial meeting with Members of the Executive Committees of the Provincial Governments

	MIS
	Management Information System

	MoH
	Ministry of Housing 

	MTR
	Mid-Term Review

	NASHO
	National Association of Social Housing Organisations

	NDoH
	National Department of Housing

	NGO
	Non-Governmental Organisation

	NHFC
	National Housing Finance Corporation

	NPLP
	National Presidential Lead Project

	PG
	Provincial Government

	PJSPPH
	Presidential Job Summit Pilot project on Housing 

	PPP
	Public-Private Partnership

	PSC
	Programme Steering Committee

	SALGA
	South African Local Government Association

	Section 21
	Not for profit organisation.

	SHF
	Social Housing Foundation

	SHI
	Social Housing Institution

	SIPP
	Special Integrated Presidential Project

	SPSH
	Support Programme for Social Housing

	SPV
	Special Purpose Vehicle

	TA
	Transaction Advisor
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1. Introduction
The NHFC, on behalf of the National Steering Committee of the National Presidential Pilot Project on Rental Housing (the “Job Summit Programme”) is developing a revised approach to this programme.
This revised approach was initiated through the appointment of the Kagiso Consortium as Transaction Advisors to recommend and implement a preferred procurement option.

In addition, the Kagiso Consortium was asked to undertake an in-depth mid-term review of the first phase pilot projects undertaken in the Job Summit Programme. On the basis of this evaluation the Consortium was required to identify how to proceed with future phases of the Programme.

This Mid-Term Review identified the need for a fundamental restructuring of the Job Summit Programme. It suggested that such a restructuring should be undertaken in three phases:

· Phase One: Development & approval of a framework document
· Phase Two: Detailed programme design & project identification
· Phase Three: Procurement & implementation of selected PPP projects
Phase one envisaged a Framework Document, which was short and high-level, and provided the basis for the governance authorities and the stakeholders to agree and commit to the revised programme. This framework document would then provide the basis for detailed design and implementation of the Job Summit Programme.
Kagiso Consortium has been appointed to develop this framework. 
2. Background

The programme was established at the Presidential Job Summit in October 1998. The parties to the Job Summit resolved that there was a need for a National Presidential Lead Project on Rental Housing which would deliver at sufficient scale to pilot affordable mass housing delivery and alternative forms of tenure. 
The agreement entered into between Government, Labour, Business and Community included the specification of general development principles and the scale, scope and objectives of the programme. A minimum of 50,000 and a maximum of 150,000 housing units were proposed to be piloted. These housing projects should be undertaken as part of integrated developments (which includes the provision of community facilities such as schools, recreational areas and parks, etc.). It was envisaged that such an approach should contribute towards the realisation of the vision for human settlements by 2020 put forth in the Urban Development Framework. This framework aims to reconstruct South African cities and redress the spatial insufficiencies and inequalities that characterise the cities. 

The program’s overall intentions included the densification of existing urban areas; the securing of private sector support, commitment and risk sharing; the provision of lower income rental housing, at medium densities, in well located areas; the utilisation of labour intensive construction methodologies and the creation of local economic opportunities in both the development and ongoing management of these developments.

A National Steering Committee (“Steering Committee”) was established to oversee the Job Summit Programme and comprises the National Department of Housing (“NDoH”), National Treasury (“Treasury”), the Congress of South African Trade Unions (“COSATU”), the National Housing Finance Corporation (“NHFC”), NEDLAC, the relevant Provincial Departments of Housing, Social Housing Foundation (“SHF”), and the Banking Council. 

Three pilot projects were identified and proceeded with in respect of the programme, comprising 5,000 units each to be developed in Durban, Witbank and Johannesburg. These projects fall within Phase 1A of the Programme.
In December 2002 Transaction Advisors were appointed to review the options identified for the delivery of the approximately 15,000 housing units as part of this pilot phase of the Job Summit Programme in three identified areas.

The three main delivery / procurement models assessed were:

· Public sector procurement and delivery through the NHFC;

· Totally private sector delivery with limited assistance from Government;

· Public Private Partnership procurement and delivery.
The outcome of this review (March 2003) was the identification of the Public Private Partnership (PPP) option as the most favourable in terms of feasibility and unrivalled in transfer of risk to the private sector.
In October 2003, the NHFC, on behalf of the Steering Committee, commissioned a Mid-Term Review (“MTR”) of the pilot projects underway.
 The Mid-Term Review (March 2004), concluded the following in respect of these pilot projects:

· Of the six projects only two were well structured from a funding, risk sharing and structuring perspective;
· Overall the six pilot projects have not been effective in terms of units completed;
· Only two projects have performed well in respect of the impact to date in terms of desired outcomes of the Job Summit. This is primarily attributable to delays in project implementation, inadequate fund mobilisation, poor market demand assessment and the need to establish new housing institutions;
· Overall the pilot projects are neither financially sustainable nor replicable, and do not demonstrate good quality initiatives. The exceptions to this are two Gauteng projects that have performed well in all aspects.
· Overall no proper institutional framework was established for implementation of the pilot projects.

· The implementation of the pilot project had not always compiled with the applicable legal requirements for some of the funding / grant utilised.
The NHFC on behalf of the National Steering Committee is now proceeding with the development of proposals for revised Job Summit Programme Framework which incorporates the Public Private Partnership procurement methodology, and addresses the short-comings identified at both a project and programme level in the MTR. 
This revised approach is set out in this Framework Document, which will provide the National Steering Committee with a basis for reviewing and deciding on the future direction of the programme.
3. Overall Approach

This section sets out the revised overall approach to the Programme. The approach uses as its base the original mandate established at the October 1998 Job Summit but modified on the basis of experience to date and the current operating environment. 

In essence the focus of the Job Summit Programme remains that of piloting the mobilisation of the private sector in the scale delivery and ongoing management of rental accommodation for targeted income groups. 
This section sets out the key elements of a revised approach, as well as the revised primary objectives and components of the Job Summit Pilot Programme.

3.1. Key Elements

3.1.1. Mobilising the Private Sector

The most fundamental element underpinning the Job Summit Pilot Programme is the intention to mobilise the financial and managerial resources of the private sector in the provision of “affordable” rental accommodation.
 This implies that to a substantial extent the risk of developing, financing and operating such rental housing is to be located with the private sector. Any cost to, or exposure for, Government in order to mobilise the private sector’s participation needs to be clearly quantified and contained. 

The private sector’s willingness to accept risk will be highly influenced by the degree to which risks are identified, defined and manageable. The greater the degree of uncertainty as to the risks, the higher the likelihood for demand for guarantees from the State or a total non-participation by the sector if those guarantees are not in place. In essence the private sector will only take on risks that it can define, manage and /or mitigate. Such risks might be varied in nature, from project specific operational risks to contextual issues such as the enforceability of the relevant legal framework, changes in legal framework, or the potential for interference by government or government institutions with the private sectors ability to generate revenue through the project.

Consequently the Job Summit Programme is unlikely to mobilise private sector participation unless the programme is clearly structured and located within an operating environment conducive to private sector participation.

The formal basis for mobilising private sector resources and transferring risk to the private sector is through the establishment of Public Private Partnerships (PPP’s). While these partnerships can take many forms, they are subject to a rigorous process. This process has pre-defined stages and identified decision points which enable the public sector to clearly articulate the basis for such a partnership and managing the relationship.

3.1.2. Financial Viability

Linked to the above element is a clear requirement that the programme must be able to operate on a financially viable basis. In other words any private sector participant must be able to generate a minimum acceptable yield on the funds invested, after operating and financing costs, and with adequate provision being made to maintain the value of the asset (rental accommodation) in the long term.

This implies that there is sufficient demand for the rental accommodation at the selected location from households who are willing and able to pay the required rentals. The Private Partner must be placed in a position to satisfy themselves as to there being sufficient demand if Government does not wish to underwrite this risk.

3.1.3. Income Targeting

The target market for the pilot programme is households with a monthly household income of between R 1,500 and R 7,500 per month.
 A component of this will include beneficiaries of the institutional subsidy programme (household incomes between R 1,500 and R 3,500 per month).

The Programme’s specific approach to income targeting needs to be explicitly set out by Government. Approaches could range from one where any household that fits within the monthly household income range would qualify, to an approach which requires the meeting of pre-defined “income mixes” within the overall target market. 
It is intended that 40% to 60% of beneficiaries of the pilot projects should fall within the R 1,500 to R 3,500 income band.

The social desirability of mixed income developments has been well established for many years. However, there are serious limitations to the extent that higher income households can be expected to cross-subsidise the lower income households within a development. Specifically the rentals for the higher income households must remain competitive in value-for-money terms with other rental accommodation available in the area, in order to attract and retain these higher incomes, more mobile, households within the development. Consequently any substantial subsidisation of rentals to secure specific income mix targets will need to be secured from outside the rental streams.

The decision to target a specific income mix must be linked to the ability to mobilise a subsidy or grant which sub-vents the reduced rentals affordable by targeted income groups so as to still achieve financial viability. Such subsidies may be in the form of the monthly operating subsidies, or a capital contribution in the form of the current institutional subsidies, additional capital grants, or subordinated low interest or zero interest loans.
Income targeting of developments should be specified by the developer at income intervals of R 1,000. These Interval parameters should be regularly reviewed and restated. The mix of proposed income targeting, once approved, should have linkages to the funding structure and will be subject to compliance monitoring with penalties for non-compliance.

3.1.4. Scale

A critical intention of the Job Summit Programme was that it should substantially increase the scale at which rental accommodation is being made available in targeted locations. Overall the broad intention is to deliver 50,000 rental accommodation units nationally. Clearly the requirements for financial viability and risk transfer to the private sector result in a need for delivery to be demand-driven to avoid payment to the Private Sector purely on availability of the unit, when it may not be occupied.. This argues for a focus in urban centres – particularly large and metropolitan cities where such demand is likely to exist at scale.

There is also substantial international experience against the undertaking of large-scale new rental housing developments in a single location. Current experience links such initiatives to a range of problems which undermine the mixed-income character intended. This results in the social and economic marginalisation of lower-income households intended to benefit from these developments, as higher-income families either relocate out of the areas or squeeze out these lower income households from such areas (“downward raiding”).
Within the large cities and metropolitan areas, single large well-located tracts of land are in any event unlikely to be accessible to develop projects of the original intended scope of 5,000 units. In fact part of the experience to date has indicated that a multi-project / development approach is the most likely basis for delivery at scale. This would imply area focused programmes which are implemented through many smaller developments. However in view of the substantial transaction cost with respect to the PPP procurement approach, it is not recommended that a project comprise less than 2,000 units for new-builds and 1,000 units for refurbishment or conversion projects.
Consequently while the commitment to increasing the scale of delivery of rental accommodation for targeted income groups in selected locations remains, this is more likely to be achieved through a multitude of sub-projects / developments in selected areas rather than large scale new single developments, for example in-fill and rehabilitation projects within the inner suburbs and inner city of Johannesburg.

3.1.5. Creating Social Housing Stock

The rental housing accommodation developed through the Job Summit Programme should ultimately be owned by an existing or specially created social housing institution.
 The intention underlying this approach is that the Job Summit Programme should contribute to the creation of a significant portfolio of “social housing”, that is affordable rental accommodation in prime urban locations. The rental accommodation developed should be available to tenants within the targeted income bands on the basis of affordable rentals and a fair and reasonable landlord-tenant relationship. Over time and beyond the term of the Programme it is intended that this rental stock should continue to provide affordable accommodation to qualifying households within a social mandate as opposed to a purely commercial mandate. It is not the intention to sell-off these rental units.
This has implications for how the rental accommodation is developed, where it is owned, and the capacity in management and governance terms of the housing institution, once the Private Partner has fulfilled its partnership obligations and exited the transaction.

In addition it must be noted that the Programme explicitly intends delivering rental accommodation. However as these project are being undertaken within an integrated urban development context, there may well be a need to include additional housing types which are better provided on an ownership basis. This should be considered on a project by project basis.  As a guideline however units for sale (outright purchase or instalment sale) should not exceed 25% of any project.

3.1.6. Integrated Urban Development

Projects developed through this programme must be geographically focused within a single local authority area of jurisdiction. In light of this, as well as the emphasis on integrated urban development and scale delivery, the active and committed participation of the local authority in the conceptualisation and implementation of any Job Summit project is critical. 

The commitment to deliver rental accommodation at scale implies a range of new pressures on the local authorities to meet the increased demand for utility and social services, as well as to plan for and promote access to the full range of urban amenities. If these large scale area-based rental housing initiatives are to contribute to the effectiveness of the areas in which they are located and offer the desired range of urban amenity, the relevant local authority must be fully involved from inception. 

Such developments must be integrated unto the local authorities’ long and medium term planning through inclusion in their Integrated Development Plans and Medium-Term Expenditure Frameworks. In addition the local authority needs to liaise with, and secure the support of, relevant provincial and national Government departments who would be expected to invest in additional facilities and services in these targeted areas, e.g. education, health, police, etc. 
Local Government together with the eventual project developers will need to mobilise and/or incentivise private sector businesses into the area so that the full range of retail and service businesses are accessible to the new or increased population. Finally these developments must be undertaken and operated on a basis which mobilises substantial economic development opportunities for local communities.

Clearly a large scale intervention in respect of new or rehabilitated rental accommodation in targeted areas must be undertaken within an integrated development framework which provides a full range of urban amenity to the new residents and contributes to the increased effectiveness and sustainability of the urban area. This has implications for the local authorities’ role in project identification and planning.
It should be noted that this revised approach envisages the possibility of a number of developments as part of a single project, provided these are contained within the same local authority area.

3.1.7. Employment Creation & Local and Black Economic Empowerment

The Job Summit Programme should be implemented so as to maximise labour intensive activities (e.g. construction). In addition projects must indicate a commitment to significant participation by local SMMEs in the development process and the provision of services in the ongoing management process. The principles of BEE should be applied. The Programme should adhere to and support the existing Expanded Public Works Programme and Treasury’s BEE requirements.

3.1.8. Legal Framework

In the light of the potential mix of government grants and/or subsidies likely to be required to sustain the Presidential Job Summit projects, the projects must be structured to procure the compliance with the various statutory or regulatory measures applicable to such funding.

It is essential that the projects are established, procured and operated within and compliant to a relevant legal framework. 
Specifically private sector participation will not be secured in the Programme in the absence of supporting legal competences to procure and implement the project. Private Sector lenders will be specifically concerned about compliance of the public sector partner to the relevant statutory frameworks.

3.2. Goals & Objectives

The overall goal of the Job Summit Programme is to pilot the large-scale delivery of rental housing for targeted income groups as part of the integrated development of selected urban areas using the private sector to finance, develop and manage such programmes / projects at their own risk.

To this effect the pilot programme has as its objectives to monitor and evaluate the following key issues:

· The scale, quality and financial viability of rental housing delivered;

· The level of income targeting achieved;

· The contribution of, or benefit to, such projects of integrated urban development;

· The extent to which rental accommodation is viably and effectively managed by properly capacitated housing institutions;

· The level of risk transferred to the private sector;

· The level of private sector (non-state) funding mobilised;

· The level of exposure and the cost to the state of undertaking such a programme.
· The contribution towards job creation

3.3. Components of the Job Summit Pilot Programme

The Job Summit Pilot Programme must therefore focus on piloting a clearly-defined Programme approach through identified legal competencies and an enabling regime, area-based projects, monitor performance, and, on the basis of experience, refine the Programme for longer term, larger-scale implementation.

The Programme comprises three components:

· Projects: The programme intends establishing a series of rental housing projects located in selected urban areas within South Africa. These projects must be viable, comply with specific project parameters and achieve specified outcomes. (See Section 4).
· Programme Approach: These projects are identified, structured and implemented within an overall programme framework which ensures compliance in a consistent manner with a set of project parameters aimed at achieving specific outcomes and limiting risk to the State. The Job Summit Programme must be managed by a focused team in terms of explicit accountabilities and terms of reference. (See Section 5).
· Monitoring & Evaluation: Because of the pilot nature of the projects, the need to monitor and evaluate performance of the projects, in order to learn from the pilot phase, is critical. The lessons learnt must be rigorously documented and used as a basis for refining the Programme prior to large-scale ongoing implementation. (See Section 5).
4. Project Approach

4.1. Introduction

Within the context of the Job Summit Programme a “project” is considered to be:

· a single large-scale development or set of smaller developments;

· in a focused geographic area (a single local authority area of jurisdiction);

· being implemented (and managed) by a single Private Partner under a PPP;

· which delivers new, rehabilitated or converted residential units;
· places these units under the ownership of a housing institution; and
· manages these units until an agreed event where after management responsibility is transferred to a properly capacitated housing institution.
This section sets out the key parameters (and minimum requirements) in respect of projects, institutional structure, financial and risk management that need to be met by any project in respect of the Programme. In addition this section covers the procurement process envisaged for such projects.
4.2. Minimum Scale of Projects
Inherent in the Job Summit Programme is the intention to increase the scale of delivery of rental housing in selected areas. Consequently any project must be of a minimum scale.
  A minimum of 2,000 units (for new-build) and 1,000 units (for refurbishments / conversions) in a project within a single local authority area is proposed. 
The project could comprise numerous smaller developments and could be implemented within a medium-term framework, i.e. 2 to 5 years. Given the scale requirement it is unlikely that there will be demonstrated demand (willingness and ability to pay) for such rental stock in all but the large towns, cities and metro areas. 
While the scale of urban settlement is not a qualification it is likely to be consequence of the need for large scale urban demand driven projects. Exceptions might be certain industrial development zones which will be creating job opportunities and effective demand outside existing urban centres, e.g. Rustenburg and platinum mining.
4.3. Unit Size, Type & Tenure
The minimum unit size must comply with regulations contained in the National Housing Code, as amended from time to time. 
 
Furthermore these units will be in medium to high-density multi-unit developments that require collective management capacity, e.g. blocks of flats, duplexes, walk-ups etc. The programme does not cover low to medium density options that comprise detached or attached units on individual sites and on which individual title can be transferred.
At the same time it is noted that in the context of integrated development it may be logical to have such detached units – if so these must be developed to be sold off and fall under normal local authority management arrangements. Ownership (Sectional Title) units should only be developed if demanded by integrated development requirements, and should not exceed more than 25% of the total units developed in the project. Projects could comprise new, rehabilitation or conversion developments.
5. Institutional Parameters

The long-term institutional outcome of these projects is a viable and sustainable rental housing development owned and managed by SHI’s providing quality rental accommodation at rentals that comply with the approved income targeting for that project.

At inception the primary risk will reside with the private sector development partner who will take on the development, marketing, operating and revenue risks pertaining to the development and management of the rental housing stock. As a consequence, the Private Partner will at inception, (in order to manage their risks), require full management authority to undertake the development and manage stock within the Programmes’ prescribed compliance requirements. This should be unfettered by the housing institution.
The critical component to note in the proposed arrangements is that the land lord and tenant relationship is not regulated by the SHI until some point in Phase 3 (see Table 1 below). This is to ensure that the Private Partner retains full authority to manage its operating and revenue risks while it is still financing its financial exposures. During Phase 1 to 4, the Private Partners compliance is regulated at the programme level.

The specific institutional structure and arrangements of the Private Partner will be determined and regulated in accordance with National Treasury PPP requirements.

Specific performance criteria will be established by the Programme for the make-up of the boards of the SHIs, including their composition, the management of conflicts of interest, director’s remuneration and codes of conduct. This will include the specification of governance procedures and reporting requirements. It is crucial that these criteria ensure the independence of the Social Housing Institution and its board from all spheres of Government.
In order to move from the inception arrangements to the ultimate long-term outcome there are prescribed phases as set out below.
Table 1: Phased Institutional Arrangements
	Phase
	
	Key Components
	
	Private Partner Function
	
	SHI Function

	
	
	
	
	
	
	

	Phase 1:
Development Phase
	
	· Private Partner will have full authority to undertake the development within the agreed parameters and subject to monitoring for compliance.

· The Private Partner will market and let the units, operate the complexes and collect revenues including arrears management. This will be in terms of compliance requirements and subject to compliance management by the Programme. 

· The debt providers will be able to register bonds over the properties.
	
	Developer and active management (takes on all development risk)


	
	Optional – asset ownership



	
	
	
	
	
	
	

	Phase 2:
Commercial Repayment Phase
	
	· Private Partner has full authority to manage units.


	
	Active management

	
	Optional – asset ownership



	
	
	
	
	
	
	

	Phase 3:
Public Debt Repayment
	
	· Implement a program of capacity building and the gradual transfer of management responsibility to an SHI. This capacity building programme must be approved and monitored by the Programme. 

· Once the capacity building and handover targets are met, and the concession period has ended, then the Private Partner exits the scheme.

· Transfer of ownership effected at least by this date.
	
	Transferred operating responsibility to capacitated SHI.
Exit Project
	
	Asset Ownership, Property Management (develop operating capacity) 

	
	
	
	
	
	
	

	Phase 4:
Ongoing Operations


	
	· Ongoing operations management of the housing stock transfers to the SHI.
· At the end of the concession period, the Private sector must have ensured that the capacity building of the SHI is complete to transfer ownership of assets to the SHI.
	
	Private Partner no longer involved
	
	Full-blown institution with asset ownership and full operating responsibility


6. Operating Framework

6.1. Development & Construction Costs

A detailed bill of quantities and costing of a typical greenfields (new build) development was undertaken based on the following assumptions:

· A development made up of 3-storey walk-ups of 10 units per storey (level), i.e. a total of 30 units per walk-up (the specification of the units and levels of services are set out in Annexure B);
· mix of units was 20% - 30m² bachelors, 20% - 42m² one-bedroom, 50%-  50m² two-bedroom and 10% 54m² three-bedroom units;
· high level of services (water, electricity, etc) with paved (asphalt) access and parking area  (1 parking bay per unit);
· an assumed 15% developers mark-up to accommodate risk pricing and profit provisions;

· the cost effectiveness and savings of economies of scale were factored in.
The components of the base construction and development costs are set out in the table below.

Table 2: Construction & Development Cost Components

	Cost Component
	Total (R)
	Cost (R) / m2

	(a) Raw Land Cost
	240,000
	185.19

	(b) Services Cost
	
	

	· Water and connection
	48,000
	

	· Electricity and connection
	57,000
	

	· Sewer and connection
	54,000
	

	· Access and parking
	52,000
	

	· Bulk services contributions
	Nil
	

	Sub-Total
	211,000
	162.81

	(c) Building Costs
	
	

	· Foundations
	185,924
	

	· Structural frame
	590,000
	

	· External envelope / walls
	453,782
	

	· Roofs
	71,680
	

	· Floors and floor finishes
	94,556
	

	· Internal walls, finishes & fittings
	240,953
	

	· Plumbing & bathrooms
	170,489
	

	· Electrical
	109,655
	

	Sub-Total
	1,917,039
	1,479.50

	(d) Professional Fees
	296,054
	228.44

	(e) Developer O/H and mark-up
	266,449
	205.59

	Total Development Cost (excl. VAT)
	2,930,940
	2,261.53


Applying the above to the respective units, typical unit costs (disposal prices) are:
· 30m² bachelor:

R 67,846

· 42m² one-bedroom:
R 94,984

· 50m² two-bedroom:
R 113,076

· 54m² three-bedroom:
R 122,123

A sample analysis of actual development costs obtained by the Support Programme for Social housing Management Unit, escalated to present-day costs, indicated a range of costs between R 1,968/m2 to R 2,602/m2.

6.2. Housing Management Guidelines

In respect of the ongoing operations management of the housing stock, all proposals put forward by the private sector need to be assessed to ensure intended outcomes are achieved and risk to the State is limited.
Below is a set of key success criteria for assessing the housing management strategy and approach proposed for PPP projects.
6.2.1. Institutional Criteria

The institutional criteria of the management and operating entity will be assessed in respect of the following components:

· Governance Structure: The Managing Institution must have an effective Board of directors (or trustees) and governing structure.

· Company Policies and Procedures: The Managing Institution must have and implement a series of policies and procedures based on established best practice that guide the management of the institution on a compliant and consistent basis.

6.2.2. Operational Criteria
The operational criteria of the management and operating entity will be assessed in respect of the following components:
· Management Capacity and Outsourced Services: The Managing Institution must have a comprehensive staffing plan, which is flexible and responsive to changes in the number of residential units under management. The Managing Institution may not wish to perform certain administrative and operational activities in-house, in particular during the start-up phase when it may not be cost effective to employ dedicated staff.  Arrangements for outsourced services will need to be detailed.

· Rental Administration: Generally, the preparation of rental accounts and rental collection must be done within a framework clearly understood by staff and tenants.  This function could be partially or totally outsourced.
· Tenant Relationship Management: Tenants will need to perceive their living environment positively and should also relate positively with institution.
· Facilities Management: The assets to eventually be transferred to a Social Housing Institution consist of the buildings and land.  These will need to be maintained at a consistent and high standard to ensure that the asset value is not eroded and that residential units remain a desirable housing product for current and future tenants.
· Training, Management Capacity Establishment and Asset Transfer Arrangements at End of Concession Period: The private partner of the PPP will be required to develop and present a detailed training programme for the establishment of requisite management capacity to continue the management and operation of the housing stock once transferred to a SHI at the end of the concession period.  
7. Financial Parameters

Overall approach of the restructured Programme focuses on having financially viable projects. This means that the project must generate a targeted yield (still to be specified). While such a yield may be achievable at the upper end of the targeted income bands, this will be problematic at the lower ends. Here the ability to carry the operating and finance costs and generate the required yield within the affordable rentals, even with the institutional subsidy, does not exist.
In order to develop project specific proposals for funding, projects require two areas of analysis in order to undertake the financial structuring:

1. Analysis of capital costs: This would involve the detailed specification of capital costs with a provision for all development costs including land acquisition and servicing, construction, professional fees and contingencies as per any normal housing development.

2. Operating budget: The revenues need to be specified in terms of the rentals that are proposed to be changed for the different units in relation to the targeted income mix in any project. Reasonable provisions need to be made in respect of vacancy or bad debt.
. Operating expenses must be shown, covering all the elements such as property administration, property maintenance, facilities management, and statutory charge (rates and taxes) etc.
 Provision for long-term maintenance must also be made.

The funding in respect of the Job Summit programme comprises the following elements:

· Private Sector Equity: A minimum level of equity must be provided by the Private Partner.
· Commercial Debt Finance: This will comprise a combination of loans from private sector finance institutions and other state development finance institutions such as the DBSA. The interest rates charged will be a function of the level and degree of exposure by the commercial lenders to the relevant project.
 The level of commercial debt that can be mobilised will be calculated on the basis of the maximum amount of debt which can be reasonably expected to be serviced with the FCF calculated above.
· Institutional Subsidies: It is expected that the institutional subsidy of R 25,800 will be applied to all units developed by the programme accommodating eligible subsidy beneficiaries.

· Additional Government Grant: The Government would need to invest the balance of the capital required to fund the development. These funds are required to ensure ongoing project viability for any development given the rentals payable for the required targeted income mix. 
The financial structure for each development will therefore reflect the particular local conditions, development specifications and the income targeting approach adopted for each project. This structuring approach will be formulated in-principle during the feasibility phase of the PPP process. The approval of the feasibility phase will include a commitment by Government to provide the calculated Government capital necessary to ensure project viability. The amount and terms and conditions of the Government capital to be provided for a particular project will be set out in the PPP bid document prepared as part of the procurement process. In this way the Government risk and exposure to each project will be clearly defined and limited.
See Appendix 3: Financial Modelling for the fiscal implications of the above proposals.

8. Risk Management

The generic risks applicable to projects in the Job Summit Programme are as follows:

8.1. Development Risk
This comprises the risks related to undertaking the rental housing development and includes two specific components.

· Design & Construction Risk: These are risks relating to ensuring that the designs are appropriate to market demand, and meet statutory and structural requirements and that the development is built according to specification, within programme and budget, and without an exposure to unreasonable latent or patent defects.  Furthermore, they entail appropriate responsibility and arrangements for dealing with the occurrence of the risk.
· Marketing Risk: This relates to the ability to secure leases on all units developed with tenants who comply with the income targeting parameters, and are willing and able to meet the rental obligations (and service payments to the local authority) on an ongoing basis.
8.2. Property Management Risks

This comprises of Operating Risk and Revenue Risk:

· Operating Risks: This includes the ability to manage the rental accommodation within the budgeted operating costs. This will include monthly costs such as administration, maintenance, leasing and service and statutory charges, as well as provisions for long-term maintenance and bad debts.
· Revenue Risk: This includes the ability to collect rentals consistently and to limit bad debts within the approved write-off provision, as well as the adequacy of such revenue in relation to the operating and project costs. In addition this may include, in some instances, the risk of arrears by tenants in respect of service charges to the local authority.
 
· Default Management Risk: Operating policies and procedures must include established best practice for dealing with these risks, including cover for the short-term income interruptions.
The risk will be managed using specific methodologies which apply to either the development or the ongoing management phases. These are set out briefly below:
· Development Phase
· Project Reviews: Each project would be subject to a detailed review, by both government and the private sector, of all elements of the project in order to ensure that risk have been identified and removed wherever possible. This will include land title, legal claims, bulk service availability, geotechnical assessments and town planning compliance etc. this will be undertaken as part of the detailed feasibility study as well as at other crucial stages in the development process. At no stage should this transfer risk from the Private Partner to the State.
· Development Risk & Payment Milestones: The development programme finally agreed to with the Private Partner could require the completion of certain milestones prior to proceeding with other activities in order to limit risk exposures on the development, e.g. the securing of town planning approval could be a required milestone to be met prior to awarding the construction contract, etc. Coupled to this, the payment of government contributions, if any, during redevelopment, should be strictly tied to delivery milestones. 

· Professional Certification: Professional engineers, quantity surveyors and architects can be used to sign off on structural and specification compliance and quality for the units developed. This would mobilise professional indemnity cover for certain design and quality control functions. 
· Completion Risk: The risk of proper and timeous completion of the units will be a key issue, that must be managed through a variety of contractual and other instruments. This is directly linked to government’s concerns that payment to the developer, through the principal contractor (Private Party) from government funds must be applied efficiently and secure complete units for intended use, and generation of rental revenue. The debt providers/tenders will have similar concerns over their debt money.
· Operating Phase

· Management Reporting: The Programme will receive monthly management reports which will set out operating expenditure and revenue against budget. In addition the monthly financial reports will indicate rental collection arrears as well as bad-debt write-offs required, while the extent to which provision for long-term maintenance is being made will also be able to be identified.
The monitoring and management of the above risks should be undertaken at the Programme management level. The requisite capacity needs to be in place to undertake the necessary compliance and reporting management activities. The cost of compliance management must be included in project.
9. Procurement Framework

The procurement of projects will essentially comprise five phases, incorporating a proposal call to local municipalities, and the PPP procurement process. These are described below.

9.1. Proposal Call Process

There are three main objectives to the Proposal Call Process as set out below:

· To identify, in an open and transparent manner, the selected municipalities for the Public-Private Partnership Job Summit Projects for Phase 2 of the Programme;

· To conduct a pre-feasibility on the preferred municipalities to short list the potentially feasible preferred projects; and

· To secure approval from the NDoH for the selected preferred municipalities for participation in the Job Summit Programme.

The overall approach to this proposal call in respect of key activities and issues dealt with are set out below.

Table 3: Procurement Phase 1 and 2
	Procurement Phase
	
	Key Activities
	
	Key Issues
	
	Responsible

	
	
	
	
	
	
	

	Phase 1:
Proposals
	
	· Proposal calls will be published / advertised to local authorities across South Africa. These must include a prescribed closing date as well as terms & conditions.

· These municipalities will be required to motivate for Job Summit pilot projects in there area. 

· Proposals must come with support from highest political and administrative levels in the local authority.

· Successful proposals will be short listed for pre-feasibility assessment.
	
	· Needs to be motivated by the local authority in line with IDP and Medium-Term Expenditure.

· Requires in principle provincial and national line department commitment.

· Evidence of the municipality’s current level of urban amenity and / or ability to deliver such facilities or funding.

· Indicative description of project, products, rentals, target market, LED, BEE and employment impact. 
	
	Contract & Programme Manager

	
	
	
	
	
	
	

	Phase 2:
Pre-feasibility
	
	· Undertake a preliminary feasibility while the local authority would need to secure certain fundamentals, e.g.: access to land (option or procurement or registered title etc); secured commitment from provincial and national departments for facilities and services; provision for local authority capital contributions, etc.
	
	· Confirms market demand, land legal audit, cadastral, geotechnical and serviceability, integrated development land issues as well as ability to mobilise non-local commitments.


	
	Contract & Programme Manage

	


9.2. PPP Procurement Process

The PPP procurement process proceeds through three phases (see also Annexure A).

· Feasibility study – Treasury Approval: This determines whether a proposed PPP is in the best interests of the state.

· Treasury approvals: IIA and IIB: This comprises the approval for the procurement documentation, including at least the main terms of the proposed agreement, the aspects of affordability, value for money and risk transfer, as well as well as the competitive bid process. 

· Contracting PPP Agreements – Treasury approval: III: After the procurement procedure has been concluded approval must be obtained for the PPP agreements.

This is set out in the table below.

Table 4: Procurement Phases 3 to 5
	Procurement Phase
	
	Key Activities
	
	Key Issues
	
	Responsible

	
	
	
	
	
	
	

	Phase 3:
Feasibility (Treasury Approval I)
	
	· On the basis of an initial review proposed projects will be selected.

· Transaction Advisors must undertake the detailed feasibility.

· The standard PPP process would apply.
	
	· In order to meet Treasury Approval I the feasibility study must demonstrate affordability, including strategic and operational benefits, affordability, risks allocation, value-for-money and capacity issues.
	
	Contract & Programme Manager

Treasury responsible for approvals

NDoH responsible for making necessary budgetary allocations

	
	
	
	
	
	
	

	Phase 4:
Procurement (Treasury Approval II & III)


	
	· Publication of expressions of interest and pre-qualification of parties.

· RFP with a draft PPP agreement

· Receive bids and selection of preferred bidder.

· Once value-for money report approved, finalise contract with Private Partner.
	
	· In terms of Treasury Approval II, treasury must approve the procurement documentation as well as the value-for-money report.

· The final negotiated contract and contract management plan must be approved by Treasury.
	
	Contract & Programme Manager

Treasury responsible for approvals

NDoH to sign contract

	
	
	
	
	
	
	

	Phase 5:
Implementation


	
	· The Private Partner PPP proceeds with development.

· Programme Management monitors compliance.
	
	
	
	Contract & Programme Manager

	


10. Programme Approach

10.1. Introduction

Set out below are the revised overall programme parameters, specifically in regard to the overall programme management and governance functions as well monitoring and evaluation and support functions.

Core to these proposals is the regularisation of the Job Summit Programme within existing regulatory structures (housing programmes) and institutions within the housing sector.
10.2. Programme Management & Governance Arrangements
Indicated in the figure below is an overview of the overall management arrangements for the Job Summit Programme. 
Figure 1: Programme Management & Governance
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The following key components should be noted:

· Programme Sponsor: The NDoH is the programme sponsor and will have overall programme responsibility. The NDoH will chair a Programme Management Committee comprising the NHFC, National Treasury and any other key participants in managing the Programme. This team will be required to hold regular monthly meetings to review progress in respect of project inception and project performance / compliance. Remedial action will be identified and authorised. The NHFC will be mandated by the NDoH as the programme principal and manager.
· Programme Principal & Manager: As the programme principal the NHFC will be the primary signatory to any PPP agreement with a Private Partner within this Programme. The NHFC will have overall programme and compliance management responsibility for the Job Summit pilot projects. Critical will be the appropriate capacitation of the NHFC to fulfil their respective contractual obligations and management duties. The two focus areas for this function are:

· Implementing the Programme: The Programme Principal & Manager will be responsible for project identification and the PPP procurement process for the individual projects. This will involve Phases 1 to 4 of the procurement process set out above. Transaction Advisors have already been appointed. The NHFC will be the signatory (as a government agency) to the PPP agreement.
· Compliance Management: The Programme Principal & Manager will be responsible for overseeing and monitoring compliance of the implementation of the Job Summit Programme, i.e. from the signing of a PPP agreement. The Programme Manager will monitor the project development (using project managers) and ongoing management (using compliance managers) phases. In this respect the Programme Manager will receive monthly progress reports, will evaluate these to ensure compliance with deadlines, budgets and performance measures and will implement agreed rectification measures and sanctions for non-performance. It is assumed that the project management and compliance management capacity will be contracted in respect of each PPP. The Programme Manger will also assemble performance evaluation reports and commission evaluations on each project for submission to the Steering committee.

· National Treasury: National Treasury is responsible for overseeing and regulating PPP’s. As such it is required to provide certain statutory approvals in respect of the PPP procurement process. Given the pilot nature of the Programme it is proposed that Treasury sits on both the Programme Management Team and the National Steering Committee.

· National Steering Committee: This forum comprises the NDoH, National Treasury, the Provincial Heads of Housing, and the Key Stakeholders to the Job Summit (COSATU and Banking Council). The Steering Committee will meet at least twice a year to receive reports from the Programme Managers which will enable them to assess performance and identify lessons learnt. The Steering Committee will be required to submit a formal report to MINMEC setting out evaluation findings and recommendations for the proposed amendments of the Programme.
· Reference Group: In addition to the National Steering Committee a Reference Group comprising relevant support institutions (SHF and SPSH), the representative body of social housing organisations (NASHO), the Department of Local and Provincial Government (DPLG), and SALGA. The purpose of the Reference Group will be to advise and comment on the Job Summit Programme to the Programme Managers.
· Provincial Departments of Housing: The role of Provincial Departments of Housing will be in line with the National Housing Code, i.e. the approval of projects and the allocation of institutional subsidies to such projects in response project applications submitted by the relevant local authority. Provincial Housing Department will be represented on the National Steering Committee and the MEC’s on MINMEC. Province will participate in the individual project management teams.
· Local Authorities: The local authorities are the primary promoters of Job Summit projects and are responsible for the submissions necessary to select a project for the Programme. During the procurement process the local authority will be required to fulfil certain requirements in meeting the Project parameters and ensuring that the project is undertaken as part of an Integrated Development Process. The local authority will also sign a services / development agreement with the Private Partner setting out their servicing and development responsibilities. The local authority will participate on the individual project management teams.
· Private Partner: The Private Partner will contract with the NDoH in respect of the specific project. In terms of this agreement the Private Partner would be responsible for the funding, implementation and ongoing management of the project. As such the Private Partner will convene and chair the project management team. The Private Partner will comprise a professional team, contractors and management / management service providers as well as the funders. The Private Partner will enter into a delivery agreement with a housing institution which already exists or is to be formed as part of the project initiative.
· Housing Institution: The housing institution will have a delivery agreement with the Private Partner, in terms of which the housing institutions will take ownership of the rental units and be capacitated to manage these units by a specified time. The housing institution will have a governance structure from inception but will only employ any management capacity in respect of the project when management capacity must be developed. Having said that, the housing institution may already exist as part of the Private sector bidder with defined roles or be established specifically for the project.
10.3. Monitoring & Evaluation

As noted above, key to the pilot projects is the monitoring and evaluation of a number of key parameters and programme outcomes. Overall four levels of monitoring and reporting are proposed for the Programme:

· Monthly Management Reports: These are to be prepared by the project managers under the authority of the Programme Manager appointed by the NDoH. This will include the monitoring of development progress, and once operations are underway, key statistics and information including levels of vacancy, bad debt, judgments and overall financial performance. These reports will be prepared by the PPP submitted to the Programme Manager for consolidation and submission to the NDoH.
· Quarterly or Half-Yearly Reviews: These will comprise reports prepared by the Programme Manager and submitted to the National Steering Committee. These reports should be based on the monthly management reports, project site visits as well as selected interviews. The intention is to reflect the overall state of, and progress made, in the Programme to assist the Steering Committee with its review. On the basis of this review the Steering Committee is required to prepare a report on the Programme, including any policy recommendations and /or amendments required, for submission to MINMEC for consideration.

· Mid-Term Review & Close-Out Reports: Each individual project will be required to undertake a Mid-Term Review as well as Close-Out Report. These should assess progress made against the key outcomes, problems identified as well as key lessons learnt. These reviews will take place under the auspices of the Programme Manager and are required to be submitted to the Programme Management Unit and National Steering Committee.
· Annual Impact Assessments: An annual evaluation should be undertaken of the Programme to assess key performance issues such as the level of innovation, the level of scale delivery, quality of units, levels of urban integration, levels of local economic development and job creation etc. This assessment is to be conducted by a third party service provider and should highlight the Programmes progress and impact to date. This must be submitted to the Steering Committee and the Programme Management Committee.
10.4. Support Programmes
A key component of the revised approach is the requirement that the Private Partner to the PPP actively engage in the capacity building and support of the housing institution tasked with owing the rental accommodation and with eventual management responsibility of this portfolio. Consequently the reliance on existing capacity and support programmes as provided by the SHF and SPSH is limited.
However housing institutions in the Programme may well be existing institutions already receiving support from these support organizations and the Private Partner may well find that there are benefits to engaging with the SHF and SPSH. Consequently it is recommended that the Private Partner be encouraged to engage with the SHF and SPSH. 
From an institutional point of view it is critical that there be a sharing of lessons learnt and agreed strategies for developing the capacity of the social housing sector. Therefore it is proposed that the SHF and the SPSH be invited to participate in the National Steering Committee. NASHO as the representative of social housing institutions should also be invited to participate in the Steering Committee.
10.5. Programme Funding
At a national level funding needs to be provided as a line item in the NDoH budget for the Job Summit Programme. This funding would need to cover two specific funding requirements:
· Programme Administration: This will cover the cost of the Programme Managers as well as the Transaction Advisors that are necessary to procure and oversee the implementation of the projects in the Job Summit Programme. In addition provision will need to be made for the costs of appointing specialists to undertake monitoring and evaluation assignments as set out in Section 10.3 above. 
The NHFC should be responsible for developing the initial budget for Programme administration. The NDoH should disperse these funds on a monthly basis to the Programme Manager respectively against claims submitted.
· Project Specific Government Capital: The long-term capital to be invested by Government in individual PPP’s (see Section 6) will be identified on a project by project basis as part of the PPP procurement basis. Once a project specific feasibility study is approved by both NDoH and Treasury, the amount and terms in respect of the Government capital to be invested in a project will be advised on. This however would still be subject to the necessary provision for this funding on the NDoH’s budget. Provisions for this budget line should be prepared annually by the NHFC for consideration of the NDoH. The Government capital should be disbursed via the NHFC as part of its programme management responsibilities.

All other funding requirements (e.g., the institutional subsidy) are provided for through normal budgetary processes.

11. National Context

11.1. Policy & Regulatory Framework

As noted above the Job Summit Programme needs to be regularised within existing housing policy and institutions. The following are the policy and regulatory frameworks that should govern the programme:

· The National Housing Code which provides the overall framework for the management of the Programme, key governance responsibilities as well as minimum housing unit specifications and project structuring requirements;
· National Subsidy Instruments, specifically the institutional subsidy mechanism exists and must be complied with by the Programme projects. This institutional housing subsidy policy also determines the basis for the allocation of the housing subsidy as well as the relevant national, provincial and local Government responsibilities.

· Poverty Relief Funding: While currently poverty relief funding exist for Phase 1A projects it is noted that this programme is now terminated and is therefore no longer relevant or applicable to the revised Job Summit Programme.

· Social Housing & Medium-Density Policy Development Process: Currently the NDoH has initiated a process to develop a policy in respect of social housing in order to promote an enabling environment for the social housing sector to develop, grow, and deliver at scale.
 In addition the NDoH has initiated a medium-density housing policy development process including a strategy for the development of medium density housing schemes comprising a separate funding regime with a variety of design options ranging from group housing orientation to multi-level buildings of say maximum four levels, including the upgrading and/or conversion of existing non-residential buildings. The Job Summit Programme must feed into this policy development process, especially in terms of key leanings derived during the pilot phase.
In addition to the above existing policy frameworks the Job Summit Programme will require the definition of a new national programme for the proposed additional Government capital investment. The establishment of this new programme must create or use existing statutory mechanisms for additional finance (this requires a legal investigation).
11.2. Relationship to Related Programmes

The Job Summit Programme is required to interact and relate to four key programmes:

· Social Housing Programme (NDoH): This includes the Support Programme for Social Housing and Social Housing Policy Development in respect of social housing promotion and the establishment of a viable social housing sector.

· Medium-Density Housing Programme (NDoH): The National strategy for the development of medium density housing schemes including a separate funding regime, design and development options.

· Human Settlement Redevelopment Programme (NDoH): In line with Habitat II, this framework sets out the current and future importance of South Africa’s cities and towns in meeting the needs of a growing population for shelter, economic, social and environmental development, and attempts to promote coherent and realistic approach to the reconstruction and development of South African cities 
 

· Urban Renewal Programme (DPLG): The Urban Renewal Strategy was established in 1999 as the means through which the South African Government is implementing its objectives of sustainable development and poverty alleviation. The programme involves investing in the economic and social infrastructure, human resource development, enterprise development and local Government capacity in designated urban nodes. During 2001, the Department of Planning and Local Government (DPLG) was tasked by the National Cabinet with the responsibility for the Integrated Sustainable Urban Renewal Programme. Since that date the DPLG has undertaken numerous activities so as to facilitate the implementation of the nodes, including the establishment of a national Urban Renewal Forum.

Part of the terms of reference of the Steering Committee should be to provide comment to the NDoH and DPLG in respect of the programmes relevant to the Job Summit Programme. Such commentary should be explicitly and separately highlighted in the evaluation reports submitted to MINMEC. A copy of the evaluation report should also be submitted to DPLG and Treasury.
12. Conclusion
This Framework Document sets out proposals for a revised National Presidential Pilot Project on Rental Housing. The purpose of this document is to secure agreement from governance authorities and participating stakeholders as to the revised approach to the Programme. These proposals have been formulated on the basis of insights gained through the Programme Mid-Term Review (March 2004), draft proposals prepared by NHFC to restructure the Job Summit Programme (including comments received, March 2004), and workshop sessions between the Job Summit Project Managers and the Kagiso Consortium (April 2004).
Comments received and discussions to be held at subsequent workshops with the Project Mangers and the Steering Committee will further inform and revise this Framework Document. Once finalised and approved the Framework Document will provide the basis for the development of detailed documentation and parameters for the revised Programme.
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Annexure A: PPP Project Life Cycle
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Annexure B: Indicative Housing Specifications
Levels of Service Specifications

(a) Levels of Service

The programme is for rental stock which implies that a minimum level of service (no electricity) is inappropriate.  The levels of service applied are thus medium or high.   

Medium Level of Service:

· 250m² average stand size for detached units, smaller stand sizes for attached units.

· Water reticulation with metered water connections.

· Midblock sewer reticulation with unit connections – generally open system with gulleys and inspection eyes at units.

· Surfaced roads with either edge strip or mountable kerbs.

· Surface and underground (where required) stormwater drainage system.

· Underground electrical reticulation with metered connections – generally 30 to 60 amp supply.

High Level of Service:

· 250m² average stand size for detached units, smaller stand sizes for attached units.

· Water reticulation with metered water connections.

· Midblock sewer reticulation with unit connections – generally open system with gulleys and inspection eyes at units.

· Surfaced roads and kerbs.

· Surface and underground (where required) stormwater drainage system.

· Underground electrical reticulation with metered connections with 60 amp supply.

(b) Superstructure (House) Specifications

As for levels of service, it is unlikely that the minimum housing specification will be applicable.  The medium and AML minimum grade spec units are detailed below.  House sizes will comply with minimum standards, ie no less than 30m².

Medium Specification Units:

Foundation

Reinforced concrete raft as specified by engineer.

Slab


Integral with raft.

Superstructure
Minimum 30m² for new construction, 40m² for refurb / conversion.  Walls constructed typically with 140 x 290 x 90mm concrete bricks, bedded in Class 2 mortar, internal walls; on edge, DPC under all walls and brick reinforcing conventionally applied.

Windows

Standard steel section windows and glazing.

Doors
Standard pressed steel door frames, 1 exterior solid door with undercoat and enamel paint with weatherbar and 1 interior hollow core door with undercoat and enamel paint, both doors with two lever locks and keys.

Roof
Generally concrete or similar tiles.  Ceilings, gutters and downpipes included.

Finishes
Floor slab power floated with floor (vinyl tile) covering.  All walls plastered and painted.  Floors either carpeted and/or vinyl tiles in kitchen area and bathroom.  Ceilings painted.  All door frames enamel painted.  Window frames one coat red oxide plus enamel.  Window sills painted enamel.

Fittings
Curtain rails over windows.  Kitchen sink and cupboard.  Towel rails in bathroom.

Plumbing
Internal toilet and basin and shower, small geyser included.  Single stopcock on the outside to cut off water supply.

Electricity
Surfaced mounted internal wiring and basic switch and light fittings.

Fencing
Boundary fencing or pre-cast walling for individual detached units.

Higher (AML Grade A) Specification Units:

As medium spec units but with following minimum additional inclusions:

· Internal walls, all to ceiling height, 90mm wide plastered and painted.

· 26º roof pitch (double pitch) with concrete roof tiles.

· Window frames minimum 1mm gauge, with concrete external window sills, all internal window sills to be plastered.

· Single track curtain rails above all windows.

· Obscured glazing for bathroom windows.

· Minim 3-layer splashback glazed wall tiling in kitchen and bathroom.

· Towel rails, toilet roll holders to be filled in bathroom.

· Ceramic toilet cisterns, bath, hot and cold water system.

· Ceilings with cornices painted.

· Internal electrical wiring, db board, stove point, light and plug points and standard fittings in all rooms, external light.

· Standard kitchen units and fittings.

· Boundary fencing or walling.

· All floors tiled or carpeted.

� See Presidential Job Summit Project Options Analysis and Draft Feasibility Study, March 2003.


� See Presidential Job Summit Pilot Project on Housing Mid-Term Review, 10 March 2004


� The following projects were reviewed: Tasbet / Duvha Park (Witbank), Brickfields (Johannesburg), Tribunal Gardens (Johannesburg), Kliptown (Johannesburg), Metro Mall (Johannesburg), and Lakehaven (Durban).


� Throughout this document reference will be made to a Private Partner in the PPP process. This partier will be a non-Governmental entity and may include a single or a number of players (e.g. in a consortium). Furthermore the Private Partner could be or include a financial service provider, an existing housing institution, a developer, a contractor, a property manager, or o any number of other types of players.


� See National Treasury PPP Practice Note Number 01 of 2004, Standardised PPP Provisions, 11 March 2004. See Annexure A.


� In other words any Private Partner must be able to demonstrate that the project has the ability to service all financial commitments (i.e. it is bankable) and in tandem meet all the operational costs that are to be incurred. In addition, the private sector will require an acceptable return for the provision of the project that is inclusive in recognition of the risks to be undertaken. However while the financial viability must be sufficient to attract the Private Partner, yields should not be open-ended, i.e. the structuring should not simply be about profit maximisation.


� It is recommended that no cap on the upper limit of the income spectrum be applied, and that these parameters be treated as guidelines only. The key motivation for this is the desirability of mixed income developments and socio-economic integration. In addition, it is recommended that these parameters be regularly reviewed and adjusted to take into account the impact of inflation.


� This should be treated as guideline and applied with some flexibility in order to adjust for specific local project requirements, conditions and sustainability parameters. These targets will be informed by the amount of additional subsidy or grant available from Government for any particular project and must be resolved at the feasibility stage.


� It should be noted that the Private Partner to the PPP could also be a housing institution or may have an arrangement with an existing housing institution. However as noted in this document a contracted performance requirement of the PPP agreement will be the transfer of ownership and full management responsibility of the rental units built to a properly capacitated social housing institution.


� The local authority could be a Metropolitan Council, a single Municipality or a District Council.


� As noted earlier, the minimum scale is also motivated by the significant transaction cost of establishing a PPP.


� It should be noted that this parameter only specifies the minimum acceptable size and specifications. Clearly each project will specify the overall unit sizes, quality and the respective mix in line with local demand and affordability.


� Further details are contained in Appendix 1: Development & Construction Costs (separate report)


� Further details are contained in Appendix 2: Housing Management Guidelines (separate report).


� These should be programme wide parameters.


� Property administration covers leasing, accounting and secretarial functions. Property maintenance provides for day-to-day maintenance excluding long-term refurbishments. Facilities management covers security, cleaning, and shared services charges. 


� These should be programme wide parameters.


� The Programme should, during the feasibility phase, estimate the targeted interest rate and level of commercial debt that can be mobilised. The interest rates charged will be a function of the prevailing macro economics at the time of implementation and the project risk profile perceived by the commercial lenders


� In some instances, tenants will be individually metered for water and electricity by the local authority, while in others the local authority will meter the landlord who will levy appropriate charges to each tenant. While usually based on individual tenants metered service consumption, in either instance, accumulated arrears represent a revenue risk to the landlord.


� Payment of Government contributions during development period is discouraged, but may turn out to be inevitable.  t is ideal that Government should only pay on completion of the Units, to manage completion risk, but this will then have an adverse effect on the cost of finance.


� Further details are contained in Appendix 4: Proposal Call Documentation (separate report).


� In order to avoid any conflict of interest by the NHFC as lender and Programme Manager these funds should not be placed on NHFC’s balance sheet, but rather managed as a designated fund.


� Current tax policy (VAT) treats residential rentals as vatable. This means that the costs of developing rental stock are vatable. When funded by subsidy funding the levying of VAT on development cost is eroding the value if the subsidy.  This needs to be resolved.


� See A Social Housing Policy for South Africa: Towards an enabling environment for social housing development, Revised draft, July 2003.


� See NDoH, Urban Development Framework, 1997.
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