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SECTION 1:  INTRODUCTION
1. CRU - BACKGROUND


The Community Residential Units (CRU) Programme is a national housing programme intended to support the development of rental housing stock for people on low incomes – R1500 and less.  It is specifically geared to the financing and support of housing owned by municipalities and provinces.  It provides for grant funding for the development of new or improved rental housing through the following capital works on such properties:

	· Stabilisation

	· Demolition & site Rehabilitation

	· Refurbishment

	· Conversion

	· New Build Infill - Existing Site

	· New Build - Greenfield Site

	· Complete Re-development

	· Long Term Capital Maintenance


The intention of the grant is to cover the capital cost for any such development and refurbishment within defined financial limits. This defined subsidy agreed permits the municipal owners to ensure that rentals are kept only to administration and management costs and therefore affordable to people on low incomes.  The capital grant amounts are set within the context of each of the forms of development outlined above (see Appendix 1).

There is a full interim process in place for the receipt, assessment and allocation to CRU projects (see Appendix 2).  The initial steps in the process require 3 important actions:

a. A properly constructed SH/CRU Provincial Steering Committee

b. A properly prepared CRU - Provincial Strategy Plan  

c. For municipalities with more than 10,000 units a proper strategy plans for the future development and management of the stock.

The Provinces CRU Strategy is formulated within this overall national framework. 

2. CRU- INITIAL STRUCTURING IN  (NAME OF PROVINCE )

The Social Housing and CRU Provincial Steering Committee was established in September 2007.  It has involved both the Provincial and National Government Housing Department and six municipalities (although it is open to all municipalities in the Province). Since its inception the Committee has concentrated principally on forwarding the CRU programme.

In November the Province appointed consultants to work with the Provincial Government to carry out the following:

a. Assist the province to prepare a Draft  5 Year Provincial CRU Strategy Plan 

b. Prepare the necessary process tools to support the programmes roll-out

c. Prepare Draft Project Outlines for Priority Projects for funding from financial year 2007 – 2008.

What follows is the draft Provincial Government CRU Strategy Plan 2007 - 2012.

SECTION 2:  FREE STATE - 5 YEAR CRU STRATEGY
3. INTENTION OF THE 5 YEAR STRATEGY


This plan is an important first step in meeting the process requirements for CRU financing.  It is intended to provide the following:

· An initial data base of municipal and provincial owned residential units by municipality
· Identification of critical issues arising from an analysis of the database that will give direction to the strategy

· Identification of potential projects for development their initial prioritising within an agreed prioritising process

· Initial assessment of the financial implications of the Plan

· An approach to an annual review of the provincial CRU Strategy

4. APPROACH TO THE 5 YEAR CRU STRATEGY PLAN 


The strategy plan is prepared by the Department of LG and Housing in (specific directorate responsible). It is then ratified through the (list where it will go for ratification).

In preparation of this draft all municipalities in the province were sent a request to complete a prepared Excel spreadsheet to provide details of their municipal owned residential properties.  Municipalities with such stock were also offered the opportunity of a visit from the Provincial Rental Housing Directorate to help:

· the detailing of the database

· scoping of the stock

· initial assessment for potential projects. 
The following is a list of the municipalities that responded and those visited:
Table 1: Municipalities Providing Information on Municipal Owned Units

	MUNICIPALITY
	RETURNED DATASHEET
	VISITED

	A. Municipality
	Yes
	Yes – Saw all hostel and flat stock + some hostels converted to  houses

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


In collecting the information an attempt was made to gather information about all Municipal owned residential stock; hostels, flats and houses whether used for low income tenants or not.  This was to assist a more strategic approach that would permit municipalities and province to consider whether some stock presently used for staff, or higher income general public, might be brought into the CRU programme and used for low income households.  
It would also inform strategic choice about use of existing housing sites for densification, continued rental as for sale to existing tenants.

The plan that follows is based on the information that is available through this information collection process.  It is recognised, that with the limited time and the difficulties in obtaining the information from some municipalities, that it is incomplete and in some instances not verified.  During the next few years the initiated processes are likely to yield additional information which will assist in sharpening planning and prioritising process. 

The information collected was sent to the relevant municipalities for their comments and additions.  The final collected information provides an initial Provincial Database that can be kept by the municipalities and province and regularly updated.  
The information about Provincial owned residential units is not yet part of this database but a process is in place to add it and locate stock relative to the municipality in which it is located.

On the basis of the information supplied by municipalities a short summary plan for each municipality was prepared.
This has then guided:

· the defining of initial critical issues on related to this public residential stock
· the identification of potential CRU projects.

· the preparation of the initial 5 year plan

· An estimated quantum of Provincial government subsidy required per year although this will need annual revision as more information becomes available from project feasibility studies.

Since the viability of projects is dependent upon the quality of the longer term management of the stock this is dealt with separately with projects to support this within the strategic programme.

5. STATUS QUO ON GOVERNMENT RESIDENTIAL STOCK IN (Name of Province)

Given the time available the collection of information was rapid and opportunities for inspection were very limited.  It is therefore important to understand that the information provided and the analysis based on this requires refinement over time.  However what is available does provide both a database and analysis that can inform the first year of strategic planning and provide a basis for refinement over the next 2 to three years.   Based on the available information from the 8 municipalities the following is the profile of municipal residential property in the 8 municipalities providing information:

TABLE 2: NUMBER. OF UNITS AND HOUSEHOLDS HOUSED  (Info from 

                 completed Excel Spreasdsheet 2 – Gvt Stock by Municipality.)
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The following table (Table 3) presents a more detailed breakdown for each of the municipalities that responded.

TABLE 3: Municipal Owned Residential Property by Municipality
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TABLE 3: Municipal Owned Residential Property by Municipality (contd)
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TABLE 3: Municipal Owned Residential Property by Municipality (contd)
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TABLE 3: Municipal Owned Residential Property by Municipality (contd)
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A. Analysis and Critical Issues on Existing Stock

· Hostels that require upgrading or demolition and new structures
There are 5 clusters of hostels with 33 buildings, 2481 rooms housing 2319 households. Generally this stock is in poor condition with very little money invested in its general upkeep.  
Most of those hostels inspected were in poor structural condition requiring demolition. The available land provides opportunities for densification in the provision of sufficient self contained units for existing hostel dwellers and additional households. Most hostels take the form of single storey row type units with shared ablutions with a small minority of 2 storey walk-ups.  
Where municipalities have initial plans for redevelopment they are looking at the demolition of blocks and the redevelopment of self contained units in houses or 2 storey developments (Municipalities A and B.). There are some e.g. Gariep Dam (Municipality C.) where the municipality is proposing self contained RDP housing and in Mangaung where most of the site of the demolished hostel is to be used predominantly for 2 storey duplexes for ownership.
· Hostels poorly redeveloped

In some instances work has already been carried out on refurbishment and further infill development of units under previous financing programmes.  In Municipality B there is a substantial programme carried out over the past 10 years using mainly the limited hostels grant.  In these instances the following problems are identified:

· refurbishments are often of poor quality and therefore prone to rapid deterioration

· buildings not specifically used for housing but with housing potential were left undeveloped, unused  and deteriorating 

· little money was spent on upgrading or optimizing the amenity value of the surrounding environment. In Municipality B there are 2 complexes where the additional expenditure on paving between the row units has significantly changed both the quality of the environment and the amenity value of this space compared to the many units that have not had this extra.     
· Flats 

There are an estimated 10 clusters with a total of 19 purpose built blocks of flats providing self contained units in sizes varying from 32m2 to 100m2.  Of these 769 are self contained and 151 where ablution facilities are shared. 

These are generally better located and better maintained than the hostels. Five hundred and ninety nine (599) of these units are rented to people on low incomes and the other 321 to middle income households or municipal employees.  Some of these blocks e.g. W. Flats – (Municipality D) could be incorporated into the Social Housing programme with through leasehold transfer to a Social Housing Institution.  
In most instances there are infill opportunities and in some instances where there is empty land alongside that provides for potential new stock and supporting infrastructure and public amenities.

· Infill land 

In most all the flat and hostel development better design and layout would provide opportunities for densification and use of surrounding unmaintained areas for further housing. 

· Greenfield Sites
 There is a large amount of empty Greenfield land in the vicinity of many of these developments, particularly where they are in the former ‘black township’ areas.  In some cases the location of such townships mitigates against substantial new investment where better opportunities exist.  
However in some e.g. Municipality A and B  these areas are well located with access to the main town centres or within easy access to busy corridors leading to the centres of social and economic activity.  The Municipality A. has identified a significant Greenfield site specifically for CRU development. 
More work is required on firmer identification and assessment of such sites to determine precisely which should be included in the CRU programme and which are more suitable for other forms of development (see Section 7). 
· Individual units for transfer or demolition and densification 
There are many free standing and semi detached housing units where municipalities are either in the process or have firm intentions to transfer ownership to existing tenants.  More work is needed on supporting municipalities to do this where required.

However some of these units are in very well located areas and could provide important rental housing opportunities in more densified developments. Where groups of such properties exist, municipalities could consider rather retaining the land and using it as a public asset through the demolition and densification of such stock either within the CRU or social housing programmes. 

Further work is required with municipalities in defining the priorities on such housing units (see Section 7).

· Units used for general public on medium incomes and or municipal staff  

A number of the better located flat units are used for medium income and or municipal staff.  There is a lack of clarity on the level of subsidy involved in the renting out of these units and whether any implicit or explicit subsidy meets the social housing or CRU income subsidy requirements. In such instances municipalities might consider the possible integration of such stock into the SH or CRU programmes to ensure that the relevant grants are accessed and the targeted tenants are within the relevant income categories.  

· Municipal Stock on lease or for Sale

In M. the T. hostel/flats has a lease that ends soon and will be returned to control of the municipality.   These are substantial and structurally sound blocks of flats which with 189 units and rentals of R150. The present stated intention of the municipality is to sell the block to a commercial landlord.  In such instances careful assessment is needed as to whether the municipal responsibility for providing housing to lower income household is better protected through the incorporation of such “returned” units into the CRU or Social housing programme rather than disposal. 
There is a tendency for local authorities to offset short term gains (such as the disposal of housing assets and vacant land) against the long term obligation to manage housing stock. Given the overwhelming demand for well located affordable rental stock, the decision to sell publicly owned stock should be reassessed using real indicators.

· Formal or informal occupation of units

According to information provided over 90% of he units available across all forms are governed by established formal agreements.  If this is so it contradicts an oft presented assumption that municipalities have lost control of their residential stock.
Informal occupation does exist in approximately 15% of the existing hostel stock and this requires formalising within the CRU programme.

· Rentals, affordability and payments

· Rentals

Rentals on municipal owned stock ranges across the following in the different categories:

	Type of Units
	Low Income
	Middle Income

	
	
	

	Hostels
	R 0 - 60
	N/A

	Flats
	R52 - 748
	R500 - 1760

	Houses
	R18 - 429
	R500 - 1200

	
	
	


Although some municipalities have procedures for rent setting and rent increases e.g. Municipality D. are not linking rentals to administration and management costs. It would also appear that continued housing subsidy is provided to middle income households within the rental levels of this municipal stock. 

· Payment Levels

Hostels

Based on the information provided payment levels for hostel dwellers is poor generally ranging from 0 – 60% for the past financial year. This is mainly because of lack of proper management systems within the existing stock but also in some parts because of real problems with affordability.

Flats and Houses (Low Income)

Where specifically occupied by pensioners payment levels are generally high ranging from 80 – 100%.

In more generic schemes for families the payment levels ranged from 40 -80%.

Flats and Houses (Middle Income)

Ranging from 80 – 100% this is generally because the payment is tied to direct deduction from salary or from direct bank debit.

· Market demand

Formal information on this is scarce.  Where it does exist within municipalities is either highly generalized housing need studies or anecdotal evidence from municipal officials. There are some general conclusions that can be drawn from areas with growing populations and expanding socio economic base e.g. Municipalities A. and B.(designated as a sub regional node with new hospital and other facilities under development) and from general levels of overcrowding.  The latter must be carefully linked to understanding of affordability levels. However the substantive assessment from the initial prediction is dependent upon proper demand analysis within the project feasibility stage. 
In four municipalities there are waiting lists that are used as a basis for the measurement of demand a well as the source of allocation. 
· Management of Units

This is dealt with in more detail in the section below.  In summary all the stock listed is managed by the local municipalities.  In some overall management is the responsibility of the housing department with billing carried out by the finance department and maintenance done by the technical division.   In others the overall management is responsibility of the finance department.  

According to informants in most municipalities billing and allocation is reasonably well managed but collection and reactive maintenance is problematic well and there no properly designed and run planned maintenance programmes.
There were no examples of outsourced management. 

There is a lack of attempts to demonstrate management viability and sustainability of proposed new schemes. There was also no evidence of planned programmes to make existing rental stock financially self sustaining or to understand to what level municipalities were providing implicit subsidies on this stock.

Without proactive action to provide support to improving the management of the stock this will prove a significant constraint on the effective investment of CRU money in the province within the existing national criteria. 

6. APPROACH TO MANAGEMENT OF STOCK


The time available did not permit a proper analysis of the overall management of the stock.  Such a study would help to define the detailed institutional development and support required is part of the operational based projects within this strategy (see Section 7).  
The table below provides an initial scoping summary by municipality of the housing management approach and capacity.  This followed by an analysis of key issues arising from the stock management to date and the challenges faced in this aspect of the roll-out of the CRU programme in the Free State.

TABLE 4:  Scoping of Municipal capacity for Stock Management 
	MUNICIPALITY
	APPROACH TO MANAGEMENT
	QUALITY SCOPING OF MANAGEMENT OF STOCK

	Municipality A
	Established Management team within the Housing department.

Regular billing and collection through the Finance Section and repairs by the Technical Directorate.  Maintenance of a waiting list for stock.
	· Well documented information on stock.
· Approach to increasing rentals.

· Use of established waiting list for allocations.

· Rental collection working in the units for pensioners middle income tenants. But collection in other low income units is only about 60%. 

· Basic reactive repairs programme but no established planned maintenance programme.

· No evidence of financial plan for sustainability on stock.



	Municipality - B
	Managed by 2 staff members based in the finance section.
Established systems for billing and collection and allocation. Repairs through the Technical services.


	· Documented information on stock.
· Regular Billing.

· Collection levels are in region of 70%.

· No financial sustainability plan on stock.

· Very basic repairs service.

· No planned maintenance service. 



	Municipality - C
	Managed by the municipality but no other information available.

	Information not available

	Municipality - D 
	Housing Dept - 3 people in housing department. Look after the allocations.                                                                                                       Technical services does repairs and finance does billing.
	· Very small stock

· Good stock records

· Stock well managed.

· 80% rentals collections.

· Waiting list with allocations

· Good basic repair service though no planned maintenance programme. 



Housing Management Issues
· All the municipalities undertake their own management of stock.  No external agencies exist or are used.

· Four have special units to undertake the general management with billing functions handled by finance and repairs by Technical services.  In others management split between Finance and Technical services.

· Four of the municipalities have waiting list used for systematic allocations.

· Capacity varies from good basic municipal housing management service with no frills through to poorly manage.

· No evidence of detailed sustainability plans linked with rent setting and cost recovery.
· Reactive maintenance carried out by internal departments.  Generally not systematically organized.

· No evidence of properly organized planned maintenance programmes rather ad hoc capital allocations in some instances. 

· While billing is reported as systematic the follow-up of non payment is generally ad hoc and payment levels in CRU type stock generally ranges from 10% to 80%. Best payment levels are found generally in accommodation for pensioners while that for family accommodation is much lower.  It is particularly low in hostels and converted hostels. 

· Emphasis is on administrative reactive management rather than pro-active and strategic management and use of stock. 

· There is a lack of understanding and planning on making existing residential stock financially self sustaining or with explicit and controlled management and administration subsidy flows 

7. POTENTIAL FINANCING OF PROGRAMME FOR 2007 – 2012


8. APPROACH TO IDENTIFYING AND PRIORITISING


In preparing a priority listing within this strategy it is important to have clarity an agreement on the factors that influence the prioritization. The table below outlines the criteria used. In doing so it places each criterion into a hierarchy of importance:

Level 1: Must Meet Now
Level 2: Important in prioritizing Must Meet

Level 3: Further prioritizing projects within level 1 and 2

TABLE 5: Criteria for Prioritizing 
	LEVEL
	CRITERIA
	DETAIL - CRITERIA

	Level 1 – Prioritized Projects Must Meet 



	1
	Location
	Must provide the future tenant with easy access directly to important socio economic node and basic community facilities and amenities within 30 minutes walking or 30 minutes using walking and a major affordable public transport node.


	1
	Demand
	Must show that there are sufficient households in the income range now and over time to rent the units and able and willing pay the set rentals. 


	1
	Financial Viability
	That the capital and management costs are on an initial assessment likely to meet the capital financing and affordability criteria within the CRU policy.


	Level 2 – Those Meeting Level 1 were Prioritized on the Following 



	2
	Condition of Stock
	Where condition of stock is very poor and particularly when occupied and posing a public health and safety threat.


	2
	Municipal Readiness to Manage the Development
	The capacity of the municipality which owns the housing stock to efficiently manage to capital development proposed or to have in place an outsourced agent under the municipalities control which can do this.

	2
	Management Capacity of Completed Stock
	Proven ability to manage or manage the outsourcing to a viable management agency of the efficient and effective long term management and administration of the completed scheme.


	Level 3 – Further prioritizing Conditions for Projects Meeting level1 and 2 Criteria


	3
	Level of financing required within provincial allocation
	That the level of financing required to effectively deliver within the above criteria is available over the period for the development.


	3
	Spread across different forms of housing
	Attempt to obtain a split initially of:

· 50% for hostel redevelopment and related infill; 

· 30% for Greenfield well located demolition of well located low density housing developments.

· 20% for work on existing flats and related infill;



	3
	Spread across municipalities
	Attempt to provide a spread of opportunities over 5 year period for all municipalities that have projects that meet the Level 1 and 2 criteria. 


9. PROJECT PIPELINE LIST


Using the information analysis presented above the following is a proposed list of projects identified with an initial indicative costing and an attempt to apportion across a five financial years commencing 2007 – 2008.

It should be emphasised that the paucity of the initial information means that additional work on feasibilities and other studies are required to tighten up the planning information and financial quantum.  This will require annual adjustments to this programme that will help sharpen its accuracy in determining financial allocations.

The project pipeline list is divided into potential projects in three categories:

a. CRU Stock - Capital Development and Maintenance Projects
This covers the projects that would specifically meet CRU requirements on targeted users and where initial information indicates that they could be viable within the CRU framework.
b. Social housing and RDP Projects Linked to existing CRU Stock

This covers stock owned by municipalities with potential or planned projects that could use such stock in other programme delivery modes specifically social housing and provision of RDP. 

c. CRU Operational Projects – improving the Quality of management of stock and Information base for Planning

This is a list of projects considered essential to:

· provide more precise information for the overall planning of this programme
· assist municipalities to make more strategic decisions about the best developmental use of these assets

· improve the quality of management of the CRU stock  and with this reduce this high risk  constraint to the programme in the province
TABLE 6a – CRU Capital Project Pipeline List – Identifying and Status Information 
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TABLE 6a – CRU Capital Project Pipeline List – Identifying and Status Information (contd)
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TABLE 6b – CRU Capital Project Pipeline List – Five Years Projected Expenditure 
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TABLE 6b – CRU Capital Project Pipeline List – Five Years Projected Expenditure (contd)
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TABLE 7a –SH and RDP Capital Project Pipeline List – Identifying and Status Information 
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TABLE 7a –SH and RDP Capital Project Pipeline List – Five Years Projected Expenditure
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TABLE 8:  Operation Projects to Support Roll-Out of CRU in Free State 
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10. STATUS AND ANNUAL REVIEW OF THE PROVINCIAL CRU STRATEGY

This strategy plan provides an initial programme to guide both province and municipalities in the roll out of the CRU programme.  In doing so it has an initial database of residential properties by municipalities which becomes the base information document for continued planning and monitoring.

Given the gaps in information and the change in the status quo as the Programme rolls out it is important to:

· Ensure that the database is properly maintained and reviewed with each municipality at least once per financial year – Provincial Housing Directorate to undertake visit to each municipality in last 3 months of the year.
· That annually, in line with the IDP process of municipalities and the Provincial budgeting programme that this strategic plan is reviewed in the light of new developments and information – Provincial l Housing Directorate

· Any review is carried out and ratified within SH/CRU Provincial Steering Committee - SH/CRU Provincial Steering Committee

· That all municipalities in the Province with their own residential stock are encouraged to provide the necessary information on their stock within the developed excel template and to prepare a short CRU strategy document for this stock using the templates developed in this planning process –Municipalities in Province
Section Description





From the information gathered and prioritization criteria the strategy should then contain a list of pipeline projects based on projected budget allocation over a 5 year period.  This should contained within Excel Worksheet Format 3 – Provincial List of Pipeline Projects. There are three different tables;





CRU Stock - Capital Development and Maintenance Projects


This covers the projects that would specifically meet CRU requirements on targeted users and where initial information indicates that they could be viable within the CRU framework.





Social housing and RDP Projects Linked to existing CRU Stock


This covers stock owned by municipalities with potential or planned projects that could use such stock in other programme delivery modes specifically social housing and provision of RDP. 





CRU Operational Projects – improving the Quality of management of stock and Information base for Planning


This is a list of projects considered essential to:


provide more precise information for the overall planning of this programme


assist municipalities to make more strategic decisions about the best developmental use of these assets





Below in blue is an example both the analysis and the Pipeline table.








Section Description





This section reviews what still needs doing to ensure that the strategy and project pipeline is properly agreed and integrated into relevant budgets and action plans.  It also highlights the annual approach to reviewing and improving the strategy and the relevant data and information bases.





Example in blue below.








Section Description








Here give a brief description of how the CRU Programme has developed in the Province to date.  This can describe among other issues.





Setting up of CRU Provincial Steering Committee


Municipal involvement in CRU activities and planning


Any pro-active work carried out to date.








Below in blue is an example.





Section Description





This section contains a summary of the national CRU programme. It is intended to inform about the national framework within which the Provincial CRU Strategy occurs.





Below in blue is an example.





Section Description








Briefly outlines the purpose of the strategy.





Below in blue is an example.





Section Description





In this section you should brief describe the process followed in preparing this strategy.  This should in include but not exclusively:





How was the property database prepared?


How was the condition of properties assessed?


How was the nature and level of demand for accommodation assessed?


How did you gather information on existing tenancies?


How was the existing and potential management institutions and systems for the stock assessed? 


prepare the strategy and project pipeline plan 


have it agreed and ratified and placed within relevant budgets





Below is an example in blue.





Section Description





This section will deal with the information collected about the CRU stock in the Province.  It draws on the information gathered from the municipalities and the province.  The information is summarized in Excel Spreasdsheet 2 – Gvt Stock by Municipality.





The first part of this section should cover what was done to gather the info; the strengths and weaknesses of such information and likely ways of improving the accuracy etc  the section below in blue is an example of the way to do the first part.





Example below in blue.








Section Description





This section uses the information that is obtained from the municipalities to provide for an analysis of the existing situation with CRU stock.  The intention of the analysis is to identify critical issues that will inform the provincial strategy.  





Example below in blue based on the information provided in the table above.














Section Description





This section details the existing approach to he management of the stock and how well this is done. On the basis of this it outlines approach to improving management of the stock for incorporation in the overall strategy.  





Below is an example in blue.








Section Description





(Here state any agreement on subsidy allocation for CRU in the Provincial budget or the medium term expenditure Framework (MTEF).  This might not be decided for the initial strategy as it will be informed by this. However in annual reviews this section could have more substantial information.) 








Section Description





This section should reflect the key factors that have informed prioristising of identified projects within the CRU programme. The national criteria must be included see below. However in addition there might be unique factors to your Province within the national frame. ) 





Below in an example in blue using the national framework.
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