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PRACTICE ADVISORY – April 2006 

 
 
National Home Builders Registration Council (NHBRC)  
 
Since its inception several years ago, the NHBRC has been received by our members with 

responses ranging from disapproval all the way to indignant outrage - for good reason. 

 

Believe it or not, the original intention behind the Act that empowered the Council was a very 

good one, and should be supported by our profession: It gave insurance to those at the bottom 

end of the housing market who were being ripped off to such an extent that much suffering 

resulted and the institutions were refusing mortgage finance. 

 

The NHBRC Act required contractors and projects to be registered thereby ensuring a record, 

as well as leverage in the form of threat of withdrawal of the contractor's registration and 

thereby cancellation of income. Should the Council be unable to compel the contractor to rectify 

defects, the registration fee paid for each project would theoretically create a "fidelity fund" 

which could be used to make good. 

 

Great idea! This creates a high level of insurance for those who really need it. The Act even 

provides for exemptions, clearly intended to apply to those projects where insurance is already 

in place - i.e. for those who don't need it. 

 

To our knowledge no-one has been successful in obtaining an exemption. This is the problem! 

 

The minister was approached by one of our senior colleagues who was at the time a NHBRC 

councillor, with a view to instating and formalising the 'exemption' arrangements. 
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It was suggested to her that the following conditions should automatically kick in the exemption: 

 The professional architect is appointed for the full service –  

 The professional architect carries an minimum of R1.0m PI insurance –  

 A professional structural engineer is appointed as a "responsible person" to 

oversee all structural issues - also with PI cover. 

 

For what else could the exemption in the Act apply? Surely, by any reasonable measure, this 

must have been the intention of the authors of the Act. The exemption would eliminate the 

highly wasteful and inflationary duplication of insurance. The response was a flat negative: "We 

want the money."  

 

The fact that the NHBRC has accumulated a huge pot of money, and paid out only a tiny portion 

in terms of claims settlement, is another issue which should receive scrutiny.  

 

What is of immediate importance is that we have an irrational "stealth tax" causing inflation in 

our industry and deep resentment.  

 

(Some of our members are not aware that the situation with regard to flats is particularly 

onerous:  

The 1.3% levy [on land and building value] is not capped at R34000, as it is on a luxury house. 

The levy is placed on the sale value of each flat separately including the pro-rata portion of the 

land value. Very often this is a huge amount and, at this stage, is a material issue to be included 

in our feasibility studies. As it taxes profits, already taxable, its plain and simple double-tax.)  

 

Over the years there have been many initiatives to have the matter reviewed. To make our 

case, we have interviewed a senior NHBRC official and requested from him a report of any 

instance where a NHBRC claim was made on a project on which a professional member of our 

body was appointed.  

The reply after pressure was that they do not have statistics of this nature. 
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