Communicare

Straddling the worlds of social
housing and commercial
development

Thabo Mashologu, 20-09-2018



Communicare

A Independent social enterprise registered as
a non-profit

A Active as social landlord in Cape Town for
over 89 years

A Own & manage 3375 residential rental unit
A in the social and affordable housing markets

A Develop most of our own stock and other
residential property sold in the affordable
and middle-segment housing markets.
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MISSION

To provide
affordable housing
sustainably in Cape
Town for people of

relatively low
regularincomes
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THE HOUSING CRISIS

Communicare



Affordable housing in South Africa?

Khayelitsha , S. Africa
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What do our solutions look like?
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A In 2017, the City of Cape Town estimated that they need about R101bn to
develop another 650 000 housing opportunities over the next 20 years.

A Further back, the last census reflects a growing backlog in housing
delivery in the Western Cape. There is an under-supply of housing in
Cape Townos affordable housing mar ke

A approximately 37,000 households with incomes between R3,200 i R13,000pm live in informal
conditions; and

A a further 46,000 households with incomes between R13,000 i R26,000pm live in rental
accommodation, informal settlements or backyards.
A Below the R3,200 income level there are also hundreds of
thousands of families in need of housing
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Affordable Housing target market in South
Africa

A Income threshold - adjusted
annually under the Financial Sector
Code (FSC) Affordable Housing
Standards

A Household incomes of up to R
22,000 pm (as at 2017)

How do we address the 4‘ - h

undemupply?
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Affordability mismatch

A\

A Typlcal cost of a 50m? house
Including cost of services but excl.
A Households with monthly the cost of land, the developers

incomes O R15 000 margin and sales a
commission: approx. R635 000

A Afford a bond payment of ,
R5 000 (30% income) A Monthly bond payment R6 300
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A We need to think further
Into the future.

A We need to think bigger.

A Our housing solutions
must respond properly
to the size of the
problem.




PART OF THE SOLUTION: SOCIAL
HOUSING
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Social Housing: part of the South African
gooasrerremt ' mieonsting subdicoy achanme g S L

A Provides a rental option as one of
several state subsidised housing
programmes

A Other programmes

o Finance (credit) linked housing
subsidy programme
(FLISP/bonded)

0 Free standing housing subsidies
(BNG 1 Breaking New Ground /
RDP)

o Informal settlement upgrading
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Regulated Social Housing in South Africa

Tenure Scale Target market Delivery Location Finance
agents
rental or requires households provided by in designated partially
CO -operative Institutional with joint accredited restructuring funded with
housing management monthly social housing zones public money
iIncome of institutions (areas identified
R1 500 to by government
R 15 000 for targeted,
focused
investment)
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Will people accept rental and higher
densities?
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Social Housing a Strategic Initiative in South
Africa

A Responds to the realities of
rapid urbanisation

A need for rental in highly
urbanised environments

A Responds to the inflationary,
exclusionary and stubborn
nature of the property market

A need for more affordable
accommodation options
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Challenge of financing the development of
new social housing

A Social housing in South Africa is only partially funded though once-off
capital grants made to an institution not the household

0o Government

Institutional subsidy i once off capital grant for all approved social housing (R120
0007 R170 000 per unit)

Restructuring grant - once off capital grant i R155 000 per unit

A Balance of funding must be raised by the Social Housing Institution - can
be more than 50% -
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Financing social housing

A Funding split for 3-4 storey walk-ups
0 Government (60%)
- Institutional subsidy i once off capital grant (R120 000 i R170 000 per unit)
- Restructuring grant - once off capital grant i R155 000 per unit
0 the Social Housing Institution (40%)
- Equity T very few social housing institutions have any

- Debt 17 long term loans from commercial banks or state entities 1 typically at the
prime rate or higher
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3-4 storey walk-ups
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Funding split is inverted (or worse) for higher density (more than 4-storeys)

A Government (40%)

A The Social Housing Institution (60%)




Organisations providing social rentals have
long-term management and sustalnablllty
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il To develop social housrng at a greater scale, the Social
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g ‘-@ Housing Institution needs :

o

‘ ™ A Tocover finance and operating Costs
' A Adequate funds to preserve the property as it ages
, A Further funds to invest in portfolio growth & economies of

PRGBS Target market of the government programme cannot
e Support the rentals required by institutions to do this
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Challenges with social housing regulations:
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Challenges with tenant expectations of
home ownership

A Historical context of
dispossession

A Expectation of ownership -
security
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Overcoming these social housing
challenges

A The future for social housing in South Africa is mixed use mixed income
developments to make them sustainable for the institutions with better internal

Cross subsidisation

A A much wider income spread of tenants will enable more effective internal cross-
subsidisation

A Mixed use mixed income developments will attract project finance at better pricing
due to their higher Net Operating Incomes once they are operating. The level of
state support (e.g. grants) will be able to decline.
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A Regulated social housing is only 10% of all Co mmu n i ceatal stdcls

A Plans are underway to develop over 1000 new residential rental units in
the short term

A A combination of regulated social housing and other affordable housing units

A ldeally in mixed-income mixed-use developments
A One example is our Salt River Market development

A About 700 units - both social housing and other affordable housing

h «

Communicare



Social enterprise
Qaimena maodel

Cross Financing Model

Tenants graduate out of

social rental market

FUNDS

Property leased Increased
and sold on the affordable social
open market rental stock 1000 Tenants partner
with Foundation

2oen : New eligible
tenants are able
to benefit from

social housing

2015 2020 2025
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AL

allows us to develop affordable housing at

greater scale because :
It delivers social impact

Is commercially viable

Our model
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Governance

Communicare

Vulamathuba

goodfind Properties

Market rentals & Social Housing - Other Social Rentals 8 ‘
affordable/middle regulated mix of tenants | Socialldevelopmentni
income market programmess
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Benefits

A Our approach allows us to bring more focus and bette
service to our different tenant groups

A Allows subsidies and social support to be directed to
those who need it most

A Ring-fencing our market rentals:
A Makes us self-sufficient and allows us to grow sustainably

A Enables us to borrow against the financial performance of
goodfind Properties to fund the development of more
social rentals

A We are adding 500 new units in the coming two years
and over 1000 more within 5 years
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Residential portfolio

A

A

= Ascot Square

Carrying value of the portfolio is over R2 billion -

= Bothasig Gardens

Residential portfolio is more than 75% in value

and 94% of all Communicare holdings

The residential portfolio contributes 70% of our

annual income

3375 residential units in 38 complexes

Goedehoop

Reygerhof Flats
Zorgvliet Aats
Bothasig Gardens
Phase 1 Hats

Phase 2 HAats

= Drormmedarks 1
= Drormmedark

Flot Project RUYTERWACHT
= Staff Flats

PINELANDS = Sakabula Aats
= Sawas House = Houses

TH

ORNTON = Boom Aats
Albatros = Sakabula Crescent

= Charles Court = Alwal Gardens

= Cypnus Grone = Norwood Gardens
= Dennshof = Riwerton Mews

= Elm Court

= Viking Court

= Te Waterhof -
- Mimosa Cape Town o
= Range Court
= Rverside

= Thomton Place

N

EWLANDS

= Creswell House

RO

Geographic spread across Brooklyn, Thornton,

Diep River, Wynberg, Muizenberg,

Rondebosch

NDEBOSCH
webwerdiend

YNBERG
welleshey Court
Straton Court

- Diep River

Ruyterwacht, Bothasig and Southern Suburbs -

Musgrave Park
Bergvilet

= Dreyersdal Park

o

MUIZENBERG

= Mez vdlach
@ - Bxadle

= Yates Lodge

DURBANVILLE
= Rosehaven Flats

KUILSRIVER

= Annadde

= Sonkke

= lacarandas G, 2689

. BISHOP LAVIS
= HusAllgne veld

MANDALAY
= Montdair Mace
@
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1. goodfind Properties

A Manage our properties that are
rented at market rates i no
subsidies

A Open to all i currently we mainly
have tenants in the affordable
housing market (household
Incomes up to about R22 000)

(c]

goodfind

PROPERTIES

Units
&plus
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goodfind

PROPERTIES

Adding13s

UNItS at Musgrave
Villas in Diep River
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2 - Regulated social housing

A Social housing is one of Drommedaris
Communi c araetigtiss cor e :
, | (in Brooklyn) and
A Two properties are presently _
regulated social housing Bothasi 9 Gardens
A Social housing &

0 Targets households earning between
R1500 and R15 000 pm

0 Rents are income-linked and regulated
by SHRA
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We are extending our
Bothasig Gardens social

housing project with

314 new wnits

We are also adding
238 existing
UNILS to our social

housing portfolio
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