Proposal to Mitigate the Impact of
Gentrification on Elderly Property Owners
in Ca pe TOWﬂ - Jon Lijjnes- 082577 3023-28 April 2026

Enabling Retired Residents to Afford Remaining in Their Homes

Background

Gentrification in Cape Town has led to significant increases in neighbourhood property
values and living costs. Long-time property owners and residents older than retirement
age face increasing financial pressures as property rates and living expenses rise, often
outpacing their fixed incomes.

Although the City provides for rebates on rates for a portion of the elderly ratepayers,
many senior residents that do not qualify for these rebates remain at risk of
displacement, losing the stability and community ties they have built over decades.

This proposal aims to address these challenges by recommending measures that enable
such elderly homeowners to afford remaining in their homes.

Definitions

Gentrification: The process whereby urban neighbourhoods experience an influx of
wealthier residents, leading to increased property values and living costs, often resulting
in the displacement of existing residents.

Retirement Age: The age at which individuals typically cease full-time employment,
generally considered to be 60 years and older in South Africa.

Fixed Income: Income received on a regular basis, typically from pensions or retirement
funds, which does not increase with inflation or rising costs.

Market Value: The current price at which a property can be sold in the open market,
reflecting demand and neighbourhood desirability.

Wealth: The quantum of money that can be obtained if all a person’s assets are
liguidated. The quantum of Wealth is determined from fixed assets such as Property,
Fixed investments

Financial Ability: The quantum of money that a person can afford to spend without being
required to liquidate any portion of their Wealth. The quantum of Financial Ability is
determined from disposable income from salaries, business income, income from
pensions, income from letting out of rooms in the primary dwelling and income from
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annuities. Inthe case of aretiree or pensioner, this Financial Ability is derived mainly from
pensions, letting out of space within the primary dwelling and annuities income.

Historical Residential Market Values (30 Years)

Over the past 30 years, Cape Town residential property values have shown substantial
growth. In the early 1990s, average market values in central neighbourhoods were
modest, but since the late 1990s, values have accelerated, particularly in areas affected
by gentrification. Although it is stated by City statistics that the average residential
property value has increased by more than 400%, with the steepest rises occurringin the
past two decades, the average over the whole city has actually increased by almost
1200%. It is possible that the quoted figure of 400% represents the inflation rate and not
the rate of increase of property market value over the last 30 years as is indicated further
in this proposal.

This can be seen from the table and graphics below which show the average market value
of properties across the whole of Cape Town as obtained from the Web site:
https://capetowndata.com/en/housing/property-market.

Year |Av. Mark. Val. % incr.
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Page 2 0f10

2024 W

< 0 O
N AN N
[= ==}
N N N

2025 NN
2026



A Linear trend line approximation for the cumulative increase since 1997 (30 years),
represents this data with an accuracy of around 98.6%.

It should be noted that these figures represent the average over the whole city. and are
felt to be applicable for this exercise that needs to apply to the whole of Cape Town.

This trend has contributed to higher municipal rates and increased financial burdens on
fixed-income homeowners.

Historical Inflation Rate (30 Years)

South Africa's annual inflation rates have fluctuated over the past 30 years, averaging
between 5% and 8%. While inflation has moderated in recent years, periods of high
inflation—especially in the late 1990s and early 2000s—have eroded the purchasing
power of retirees. Fixed incomes often lag behind inflation, making it difficult for elderly
residents to keep pace with rising property rates and living costs.

The annual inflation rates over the last 30 years have been obtained from the Web site:
https://tradingeconomics.com/south-africa/inflation-cpi and is shown in the table and

graphics below.
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It is clear from the above that the cumulative inflation over the last 30 years is around
400% and can be approximated as a linear trend line with an accuracy of about 97.4%

Increase in property values due to Gentrification (30
Years)

From the above two data sets, it can be observed that the average property values have
increased more than inflation by an average of 27.3% per year (+/- 1200% over the last 30
years). A portion of this increase can be attributed to Gentrification.

If the Rate in the Rand factor is assumed to have been constant over those 30 years, it
can be implied that the City’s increase in rates income, purely due to Gentrification, has
increased by some 790% over the last 30 years.

It is clear that increased rates income over the last 30 years is cumulatively almost
double the increase due to inflation.

There is no problem with this happening, except that a sub-group of ratepayers cannot
afford to keep up with these Gentrification increases.

Philosophy of purchasing a property

Itis reasonable to assume that the following would be considered by a potential property
owner when purchasing a property as a primary residence:

e Basics
o Intended use of property
o Financial Ability to pay for contingency amounts, insurance, security,
travelling costs etc.
o Bondrepaymentterm
e Identifiable costs at time of purchase
o Financial Ability to pay for Bond repayment
o Financial Ability to pay for annual rates bill, based on property purchase
price at time of purchase
o Financial Ability to pay for utility services at time of purchase (Electricity,
water, sewage, refuse)
e Allowances for inflation and escalation of costs
o Financial Ability to pay for potential increases in bond interest rates
o Financial Ability to pay for rates increases due to property valuation
increasing by estimated (at time of purchase ) Inflation rate.
o Financial Ability to pay for increase of rate in the Rand factor, based on
estimated annual inflation rate (As required by national guidelines)
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o Financial Ability to pay for increase of costs for utility services, based on
estimated annual inflation rate going forward from time of purchase
o Allowances of estimated increase/decrease in income over time.

It would also be reasonable to expect that any home purchaser, purchasing a home as a
primary residence would perform a cash-flow prediction analysis over the next 30 years,
taking account of the factors as outlined above.

As historical data has now proven, the above reasonable actions have proven insufficient
due to costs increasing at substantially more than the estimated increases allowed for,
mainly caused by the effects of Gentrification and other factors such as basing service
charges on gentrified property values and Rate in the rand increases above inflation.
None of these factors are caused by the rate payer but are rather due to political
decisions and lack of actions by government to take steps to avoid or at least mitigate
against these additional increases.

The City has recognised this in part for pensioners earning less than a specified minimum
amount as well as ratepayers whose property values fall below a set maximum and this
alleviates a group of pensioners, butignores the plight of those who have Wealth, but do
not have Financial Ability.

Effects of Gentrification on Retired Fixed Income
Homeowners

Gentrification has resulted in higher property values, increased rates, and rising utility
costs. Retired homeowners on fixed incomes struggle to absorb these increases, risking
financial distress and potential displacement. The loss of affordable housing options and
community networks exacerbates the vulnerability of elderly residents, undermining
their quality of life and sense of belonging.

Legal Requirements for Rates and Rebates

Property rates in Cape Town are governed by the Municipal Property Rates Act, which
mandates that municipalities levy rates based on property market values.

The Act also allows for rebates to certain categories of homeowners, including
pensioners and the elderly, to mitigate the impact of rate increases.

The current eligibility criteria, however, only apply to those with limited Wealth and low
Financial Ability. (Income <R27 000 and Property value of <R8 Million)

There exists a large group of ratepayers in Cape Town that purchased their properties a
long time ago, based on what they could afford at that time, considering that expected
increases would be in line with inflation trends as discussed above.

This group of ratepayers are further referred to as the Veteran Ratepayer (VR) group.
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A Veteran Ratepayer is defined as a ratepayer that complies with the following
qualifications, regardless of income or property valuation:

The Ratepayer is of pensionable age or older (60yrs); and

o TheRatepayerhasresided inthat property continuously for a prescribed minimum
period; and

o The Ratepayer is ajuristic person and not an entity; and
The property is zoned for Residential use only; and

In the same way that other rebates are provided for by the city, a primary rebate category
is proposed for the Veteran Ratepayer group.

Where a ratepayer qualifies for this rebate, none of the other rebates would apply.

The quantum and structure of this rebate is discussed further below, and this rebate
should be applied to the property valuation on which all rates and service charge tariffs
are based.

If the Ratepayeris married and dies, his/her rebate benefit would be transferred to his/her
spouse for as long as the property is transferred into the spouse’s name and the spouse
continues to reside on the property.

Once a ratepayer sells his/her primary residence or moves and takes up permanent
residence in another property, then the continuous period of ownership in terms of this
categorisation resets to zero and other rebates would apply. (Reasoning is that the ratepayer
has then converted his/her Wealth into Financial Ability)

City of Cape Town Budget Proposal

The City of Cape Town’s budget allocations for property rates, rebates, and social support
programmes have expanded in response to rising property values and community needs
only for elderly homeowners with low Wealth together with low Financial Ability only.

This approach may be considered inequitable as it discriminates against elderly
homeowners having some Wealth that have low Financial Ability. (refer definitions above)

Proposed Alleviation Measures

e Expand pensioner rate rebates with this proposed additional rebate category and
simplify the application process to ensure accessibility for all eligible residents.

¢ Implement a cap on annual rate increases for homeowners above retirement age
that do not fall within the existing rebate structures or the proposed Veteran
Ratepayer rebate, protecting them from sudden spikes in property costs.

e Establish a municipal hardship fund to provide emergency assistance with rates,
utilities, and maintenance for elderly residents that do not fall within the existing
rebate structures or the proposed Veteran Ratepayer group.
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e Promote community-based support programmes that help seniors remain in their
homes, including home maintenance assistance and social services.

e Partner with local NGOs and stakeholders to offer financial counselling and
advocacy for elderly homeowners.

e Review and adjust eligibility criteria for rebates and support programmes to reflect
real market and income conditions.

These measures, combined with transparent monitoring and ongoing engagement with
affected communities, will help ensure that more of Cape Town’s elderly residents can
afford to remain in their homes and maintain their quality of life.

Proposed Veteran Ratepayer Rebate Structure

A preliminary analysis has been carried out which indicates the quantum of rebate that
should be applicable to ratepayers falling within the Veteran Ratepayer group.

An excel workbook, in which the calculations to determine these figures is available on
request.

The following table is proposed to be utilised to determine the rebate to be applied to the
market value of a property before calculation of the rates and fixed service charges for
qualifying Veteran Ratepayers. (Minimum continuous residence and ownership set at 20 years)

Proposed Veteran Ratepayers Property Value Rebate

Years of continuous residence and ownership| 20 21 22 23 24 25 26 27 28 29 30

Rebate to be given on Marketvalue 2.0% | 9.0% | 16.0% | 23.0% | 30.0% | 36.0% | 42.0% | 48.0% | 54.0% | 60.0% | 66.0% | 66.0%

Application of these rebates would place the qualifying ratepayers back into the position
they would have been had Gentrification not taken place.

For fairness, it should be considered to backdate eligibility for this rebate by 2 years and
apply in terms of the above table.

The rebate percentages can be recalculated at each property valuation recurrence date,
using the same logic as utilised below.

Logic used to determine the Veteran Ratepayer Rebate
percentages

Forvarious purchase dates and using historical average market values at those purchase
dates, along with the historical inflation rates from 30 years ago to the various purchase
dates, the following:

o Determine the current market value if market values had only increased by
inflation over the period since purchase.
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o Determine the rebate on the current market value required to reduce the current
market value to the normal inflated value as a percentage of the current market
value.

o Determine the cut-off period (20 years per above table) at which the inflated value
is calculated to be higher than the current market value.

o FitaLinearregression to the results and round the calculated rebate percentages
to the nearest 1%.

CALCULATED REBATE PERCENTAGES vs
DURATION OF OWNERSHIP AND OCCUPATION

70.0%
c0.0% | —DATA
—— LINEAR REGRESSION
50.0%
y=0.0609x- 1.1715
40.0% R?=0.9417
30.0% |
20.0%
10.0%
0.0%

20 21 22 23 24 25 26 27 28 29 30
YEARS

The calculations to determine the above graphic are indicated on APPENDIX A

Example of calculation

Current Year: 2026

Dummy Property: Erf DUMMY
Purchase Year: 2000

Years owned and occupied: 26

Purchase Price: Not applicable
Improvements: Not applicable
Current Market Value: R11 130000
Ratepayer’s age: 72
Ratepayer’s Income: R 45000

Existing Pensioner’s rebate applicable? No (R45 000 >R27 000)

Primary rebate applicable? No (R11.13Mill > R8.0Mill)
Rate in Rand: 0.006428

Rates R71543.64

Years owned and occupied: 26
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Ratepayer’s age: 72
Veteran Ratepayer Rebate applicable? Yes

Veteran Ratepayer Rebate percentage 42%

Rebated Property value R6 455400 {(1- 0.42 ) x11.13Mill}
Rates R41 495.31
GV Roll 2022 rates as paid R48 307.00

GV Roll 2022 rates with backdating to previous GV Roll (2022)

GV Roll 2022 Market Value: R7 300 000
Rebated Property Value R6 750 000
Years owned and occupied: 22
Ratepayer’s age: 68

Veteran Ratepayer Rebate applicable? Yes

Veteran Ratepayer Rebate percentage 16%

Rebated Property value R5 670000 {(1- 0.16) x 6.75Mill}
GVR2022 Rate in Rand factor 0.007159
Rates Paid if Rebate is backdated R40591.53

From the above, it is clear that the rates paid with the proposed rebate would be only
nominally more than inflation if the rebate is backdated to the previous valuation cycle
date (R41 495.31 vs. R40 591.53 =2.1%)

Page 9 of 10



APPENDIX A
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