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AfriSam’s range of superior quality cement products is specifi cally designed to meet all 
your building and construction needs. With each of our products made fi t for purpose, 
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COMMON TYPES OF MUNICIPAL CHARGES AND UNDERSTANDING THE 
DIFFERENCE BETWEEN RATES AND SERVICE CHARGES

For many, immovable property (land) is the most 
expensive asset they will ever acquire. It is also a 
relatively expensive asset to maintain, and this is 
partly due to the municipal charges associated 
with it. Unfortunately, the laws relating to municipal 
charges are relatively complex and it can be difficult 
to understand that the charges levied are for, and 
whether they are correct or not. This is exacerbated 
by bills received containing notations that make it 
difficult or impossible for the lay person to understand 
what they are being charged for. The aim of this Info 
Guide and others is to assist persons working with 
property in understanding the most common charges 
levied by municipalities in relation to land.

Rates (also known as taxes)
These are charged based on the market value of your 
property, and the category that your property falls 
into, as described in the municipality’s Rates Policy. 
These are payable regardless of what kind of property 
it is or where it is. These are payable regardless of 
whether the municipality provides any services to the 
property or not.

Water and Electricity Charges (in some areas, charges 
for piped Gas too)
These are service charges and are charged based 
on the provision by the municipality of services to 
the property. These are ‘pay as you go’ charges 
and you are charged more if you consume more. 
The cost depends on the tariff (or price list) set by 
the municipality for the provision of these services 
each year. 

Sewerage Charges
These are charges which are often thought of as 
being for the provision of sanitation or sewer services 
to the property. However, this is incorrect. These 
are rates (taxes) and they are payable regardless 
of whether the municipality actually provides 
these services or not and these charges are for the 

municipality to run the entire sewer network across 
the municipality. Sometimes where there is no sewer 
connection, the municipality will charge a sewer 
availability fee instead of a sewer charge.

Refuse Charges
These are charges which are often thought of as 
being for the provision of refuse removal services to 
a property, but this is incorrect. These charges are 
for the municipality to provide refuse removal and 
city cleaning charges across the municipality as a 
whole. These are rates and taxes and are payable 
regardless of whether the municipality actually 
provides these services or not. Sometimes where 
there is actual refuse collection at the property, the 
municipality will charge a city cleaning fee instead 
of a refuse charge. In some municipalities if you have 
a private refuse collection service at the property 
the municipality will allow you to avoid paying these 
charges, but this exemption is upon application to the 
municipality concerned. 

Interest
Unpaid charges attract interest at the rate 
determined by the municipal council and subject to 
the laws pertaining to interest. 

Disconnection/Reconnection Fees
Where the municipality disconnects the supply of 
electricity/water, it is entitled to charge a fee for this in 
terms of its tariffs. 

Legal charges
By law a municipality is entitled to pass on the 
cost of legal fees incurred in litigating against a 
consumer who has not paid their municipal charges, 
to the consumer. However, there are strict rules as 
to precisely when and how this is done. If you are 
uncertain as to whether these charges are correct or 
not, you may need to consult a lawyer to assist you in 
understanding and challenging these charges.
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WHAT GOES INTO IT MATTERS. 

RUNNING A TIGHT SHIP. 
MEETING TIGHTER DEADLINES. 
QUALITY CONCRETE.
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Engineering Contributions
These are amounts payable when a property is being 
developed and a property obtains more or higher 
rights than it already has. These are payable to the 
municipality to assist with infrastructure upgrades 
to ensure that the property can host the number of 
people or businesses that it is planned will operate 
or live there. These don’t appear on the municipal 
statement normally. They are captured on other 
municipal systems and when a rezoning or other land 
development application is approved, the property 
owners (or applicants in the land development 
application) are notified of the charges separately 
usually by registered letter.

Rates Clearance Charges
These are amounts payable by law to obtain a rates 
clearance certificate, which must be paid in order 
transfer a property in every instance. 

See Info Guide – Rates Clearance Figures and Rates 
Clearance Certificates – for more information 

City Improvement District Levies (known as CID levies)
In some areas in certain municipal jurisdictions, you 
find city improvement districts. These are areas in 
which the residents have grouped together, and a 
majority in the area have requested that a special 
area be formed, in which an agreement is reached 
between the owners and the municipality as to 
which services are provided by the municipality 
and which services can be provided, in addition, by 
the landowners, who collect funds to provide these 
additional services. These do not normally appear on 
the municipal statements.

Deposit
By law a municipality is entitled to require a deposit. 
The amount of deposit varies from one municipality 
to the next, but it is normally around the average 
of two months’ worth of municipal charges. This is 
‘ringfenced’ and held in abeyance and returned to 
the consumer when the account is closed. By law, no 
interest is paid to the consumer on the deposit.

The Difference between Rates and Service Charges
Before we are able to determine whether something 
is a tax or whether it is a service charge we must first 
define each of these terms. In relation to property, 
a tax is a charge which arises simply from owning 
or possessing that property i.e., the charge flows as 
consequence of the ownership of that property. For 
example, you are required to pay for a license disc 
if you own a car and intend driving it on the roads in 

South Africa. That charge is a consequence of the 
ownership of that type of property.

A service charge is different. You only pay for the use 
or provision of that service. For example, if you use a 
national road which is part of the e-toll infrastructure 
you will then incur the toll fees connected to that use 
i.e., you have been provided with the opportunity to 
use that road and have attracted a charge because 
you elected to do so. (Interestingly, SANRAL has 
similarly categorised e-toll charges as taxes, and 
which charges should be, in the authors’ opinions, 
classified as service charges, but this issue lies beyond 
the scope of this article).

The distinguishing feature between these two 
definitions appears to be an element of choice i.e., 
we do not have a choice whether we wish to pay a 
tax but have some ability to choose whether we utilise 
a service. This distinction becomes blurred when a 
consumer does not in fact have an election to use a 
service but should nonetheless only pay for services 
actually supplied.

When it comes to municipal services, in most instances 
a consumer does not have a choice as to whether 
it would like to be provided with water by the 
municipality or another service provider, because 
most of the time there are no other service providers 
in that area. The issue considered herein is whether 
that ‘illusion of choice’ changes the principle that a 
consumer cannot be charged for that which he does 
not consume.

The issue is compounded when the municipality treats 
property owners and/or different charges for the 
same service, differently.

For example, a property owner of vacant land is 
charged for sewer availability even though they are 
not using the service (which makes it look like a tax), 
but as soon as they begin using the service (when 
the property is developed) then they will be charged 
according to a tariff and in some instances charged 
according to the amount of water they consume 
(which makes it look like a service charge). In this 
instance there may be good reason to treat sewer 
charges as a tax in certain instances and a service in 
others, as the City provides the infrastructure which 
a vacant land owner could use when the property 
is developed, and then provides an additional 
service to the property owner when the property is 
actually developed.
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Why should consumers care whether municipalities 
regard refuse removal and/or sanitation charges are 
taxes versus services? If refuse removal is in fact a tax, 
then this means that any charges that the municipality 
raises in relation to refuse removal will only prescribe 
after 30 years as provided for in the Prescription Act 68 
of 1969. For example, if a municipality has been billing 
you on one tariff for the past 20 years but suddenly 
realises that this was incorrect and you in fact had a 
larger bin at your property or more than one bin, then 
the municipality would be entitled to re-bill you for 
the difference for the past 20 years. Whereas if refuse 

removal is in fact a service, then the municipality 
would only be entitled to re-bill you for the last 3 years, 
as it is similarly restricted in respect of other service 
charges such as water and electricity. The same 
applies to sanitation charges.

See Info Guide – The law of prescription in relation to 
municipal charges and utilities – for more information 

All information provided courtesy - Schindlers 
Attorneys - https://www.schindlers.co.za/
Email - info@schindlers.co.za 
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