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RESTITUTION FINANCE FOR HOUSING
Providing financial mechanisms for affordable housing for Struggle Heroes and other victims of Apartheid legislation, their children and children’s children
1. OBJECTIVES
· To provide commercial banks a mechanism of reduced risk to enable them to grant affordable home loans to low income earners (i.e. monthly salary R3,500 – R12,000) at an interest rate between “Prime – 2%” and “Prime”(at present commercial banks charge interest rates of “Prime +3%”)
· To provide a mechanism for the construction of >100,000 affordable houses per annum (at a cost of R250,000 to R650,000 per dwelling) 
· To provide a viable alternative to use Corporate and Social Investment (CSI) in a meaningful way (at present CSI spending is about R5,1 billion p.a. and much is left as capital in Trusts)
· To provide a viable commercial alternative to the current Breaking New Ground (BNG) schemes   

· To provide a housing model that makes commercial sense and is viable for all the stake holders involved in the process

· To rectify the wrongs of Apartheid by restoring family, social and economic values devastated by:

· Migrant labour laws

· Dormitory locations far from places of employment

· Racially segregated communities

· Job reservation

· To design and build integrated (new South African) communities where people work, live, play and pray in one neighbourhood

· To restore individual, family and community self worth through:
· Home ownership 

· Responsibility towards the repayment of bank loans

· Access to education, employment, business opportunities
· Creating a culture of responsibility towards obligations regarding payment of rates, taxes and municipal services etc

· Creating employment opportunities in communities through the retention of income in the area (Creation of building [sub]/contractors, building suppliers, stores, spaza shops and service business within the communities as a result of an increased multiplier effect)

· To create communities with long term and sustainable viability through:

· Payment of rates and taxes

· Education and retaining people in the community

· Wealth creation

· Solid family values

2. THE PROCESS
· Contributions are made to the Restitution Foundation which is a Non Profit Organisation (NPO) with Section 18A tax status:
· Depending on the sponsor’s requirements, these contributions may be invested directly or indirectly into housing projects or invested in the secure financial markets and the income from the capital used in the housing project  
· It is envisaged that the contribution would be used in two ways: 85% direct contribution towards the housing process; 15% indirect contribution towards housing process e.g. community and social facilitation 

· The direct contribution to the housing process are separated into three formats:
· A 10% Home Loan Guarantee that is ceded to the bank
· A second 10% Home Loan Guarantee that is also ceded to the bank

· A security net where, should the home owner experience interruption in income, delays in the capital repayments may be negotiated
· Potential purchasers of houses would be screened into three categories:
· Those who qualify as recipients of home loans

· Those who, through a trial period and with basic credit rehabilitation, could be potential recipients of home loans

· Those who are above the threshold for the gap housing market or are unable to fall into the category of income earners for the gap housing market
· The potential home loan recipients are coached and mentored and the Restitution Housing Process is explained with the rules and obligations attached to it
· The period of the loan support is not envisaged for the entire term of the loan, but for the first five to twelve years.  This is dependent on the effect of inflation on home owner’s income relative to their bond repayments.  At this stage through annual increases the recipient is able to afford repayment of both the loan and the interest

3. CORPORATE GOVERNANCE
· To reduce the risk of corruption, all funds for Restitution Finance for Housing are paid directly into an Investment Trust 

· The sponsor has to state whether:

· the contribution is a loan or a donation 

· the loan / donation is to be used as capital for housing developments

· the growth of the loan is to be used for housing developments

· Managing rules for the Trust are resolved to ensure that the finances are properly managed, ring fenced and secure: 

· A Special Purpose Vehicle (SPV) for each development is set up to ensure the good corporate governance and allocation of funds

· The Trust has an over sight and authority to ensure that good corporate governance is followed
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Stake Holders in the Restitution Finance for Housing Model:  Finance for Struggle Heroes and other victims of Apartheid legislation, their children and children’s children
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Prime to Prime -2%

	Municipal Infrastructure Grant (MIG) Funding

	Capital Grant

	Land


Home loan Paid by Beneficiary or Employer



    Rates &



    Taxes
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Sponsor Contributions:


Repayment of loan


Recovery of different costs for dwelling:

Agreements:

Corporate Sponsor


Businesses contribute funds from their CSI spend into the Restitution Foundation Trust Account. They may be on the board of Trustees 





Investment Account


Funds are invested in high yielding instruments to subsidise the repayment of the home loan interest.





Operator


Responsible for the Financial & Technical delivery for the community





Restitution Foundation


Responsible for the community facilitation between the stakeholders


5% to 15% of donation retained for facilitation process





10% Home Loan Guarantee


Second 10% Home Loan Guarantee


A security net allowing delayed capital repayment





Guild:


Ombudsman to ensure corporate governance, sustainable





Employer


Arranges stop orders for the repayment of:


House loans


Insurances


Rates & taxes








Commercial Bank


Arranges loans with beneficiaries according to National Credit Act





Government 


National/Provincial/Local


Provide:


Land


MIG funding


Grants





Community Recipients:


Identified as commercially active households


Agree a Social Compact


Interest is reduced or increases based on track record of responsibility





Ubuntu Rules to Apply:


Home loans are made to the community but individuals are responsible for the loan. Conditions on further loans granted are based on the compliance of loan recipient.





Mentors:


These may be faith based, individuals or NGO’s, or Businesses.  


Mentor, teach, transfer of skills





Body Corporate with Social Compact:


All beneficiaries agree to:


Repay loans


Pay Rates & Taxes


Maintain their properties


Blow whistle on Crime


Interest Rates may be reduced by good citizen behaviour
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