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DEVELOPMENT CHARGES PAMPHLET

+ What is a Development Charge?

A development charge is a once off charge levied
by a municipality on the land owner as a
condition for approving land development
application. They are imposed to cover the costs
incurred by the municipality when installing new
infrastructure  or  upgrading an  existing
infrastructure.

+ Why does South Africa need a
national framework for levying
municipal development charges?

The Bill seeks to regulate the power of
municipalities to levy development charges in
respect of a land development application
submitted to the municipality in terms of the
Spatial Planning and Land Use Management Act,
2013, or a municipal planning by-law. The Bill
serves to bring about a more standardised,
equitable and sustainable framework for
financing the strategic municipal infrastructure,
based on the benefit principle.

+ What are the challenges with the
application of development charges
currently?

Development charges are not effectively used as
a source of capital finance by many municipalities
due to uncertainty on their legal status; basis for
calculation; and usage of associated revenues.

These challenges result in profound negative
economic impacts such as under-investment in
municipal infrastructure and unfair charging of
existing residents for the expansion of
infrastructure networks while providing a windfall
benefit to property land owners who don’t pay.

+ |s development charge a new tax?

No, a development charge is neither a tax nor a
new revenue source for municipalities but rather

+ How is a development
charge imposed and
who is liable for
paying development
charge and what is
the payment method?

Development charge is imposed
by the municipality on the land
owner in order to recover the cost
associated with providing external
engineering services (i.e. both
bulk and link engineering
services) required for the
proposed land development.

The land owner is liable for the
payment of a development charge
as a condition of getting the land
development application approval.

The payment for development
charges can be made either as a
monetary contribution or in-kind
payment where the land owner
installs infrastructure on behalf of
the municipality.

+  Will the poor be liable
for the payment of
development
charges?

The infrastructure for servicing
poor households is funded from
by the fiscus through conditional
grants  transfers.  Therefore,
development charges will not
have impact on the poor.

+ How is development
charge calculated?

A  development charge is
calculated to approximate the

+ Which municipal engineering services
are funded from development charges

Development charges cover costs associated with the
provision of municipal engineering services outlined in
SPLUMA such as:
v' the provision of water, sewerage, electricity,
municipal roads, storm water drainage, gas
and solid waste collection and removal.

+ What will the revenue received from
development charges be utilised for?

The revenue derived from development charges must
be used to cover the actual costs associated with the
provision of essential engineering services to a land
development.

+ Can development charges be used to
pay for operating costs or costs
associated with maintenance, repairs
or rehabilitation of infrastructure?

No, development charges are limited to capital
costs for new infrastructure and upgrading of
existing infrastructure.

+ Do development charges cover both
the cost of internal and external
engineering services?

No, development charges cover the cost of
external engineering services (i.e. bulk & link
engineering services).

NB: Provision and operation of external
engineering services lies with the municipality.
NB: Provision and operation of internal
engineering services lies with the land owner.

+ Who benefits
charges?

from development

Municipalities: Given the significant demand for
municipalities to prioritise investment in economic
infrastructure and taking into account that
operating surpluses together with fiscal transfers
are not sufficient to support growth and urban
spatial transformation, the development charges
policy framework will enhance the revenue
streams for financing strategic municipal
infrastructure which will enable municipalities to
contribute towards the strategic priorities of
government by providing infrastructure in a timely
and sufficient manner.

The Land owners: Due to various legislation
currently regulating development charges, (e.g.
provincial planning ordinances) there are different
interpretations with regard to variables that must
be considered when calculating the development
charges liability. Therefore, having a national
policy framework for development charges will

an existing charge levied to recover costs actual costs of the related ensure that the development charge liability is
incurred by the municipality when providing external engineering services. imposed in a predictable, fair and transparent
infrastructure services. Although there are different manner.




DEVELOPMENT CHARGES PAMPHLET

+ How will municipalities be
supported to implement the
MFPFAB?
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+ Are there any
exemptions or rebates
granted for the
payment of a
development charge?

+ When will the MFPFAB take effect

+ The impact of development charges
on the poor households
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