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Ref no.3/4/2/5

2018-05-11
MAYORAL COMMITTEE MEETING
WEDNESDAY, 2018-05-16 AT 10:00
TO The Executive Mayor, Ald G Van Deventer (Ms)

The Deputy Executive Mayor, Clir N Jindela
COUNCILLORS PW Biscombe

J De Villiers

AR Frazenburg

E Groenewald (Ms)

XL Mdemka (Ms)

S Peters

Ald JP Serdyn (Ms)

Q Smit

Notice is hereby given that a Mayoral Committee Meeting will be held in the Council
Chamber, Town House, Plein Street, Stellenbosch on Wednesday, 2018-05-16 at 10:00 to
consider the attached agenda.

EXECUTIVE MAYOR, ALD GM VAN DEVENTER (MS)
CHAIRPERSON

AGENDA.MAYORAL COMMITTEE.2018-05-16/BM
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4, REPORT/S BY THE MUNICIPAL MANAGER RE OUTSTANDING
RESOLUTIONS TAKEN AT PREVIOUS MAYORAL COMMITTEE MEETINGS

NONE

5. STATUTORY MATTERS

5.1 COMMUNITY DEVELOPMENT AND COMMUNITY SERVICES:
(PC: CLLR AR FRAZENBURG)

NONE
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5.2

CORPORATE AND STRATEGIC SERVICES: (PC: CLLR E GROENEWALD (MS)

521

ADOPTION OF THE NEW ANTI-FRAUD AND CORRUPTION PREVENTION
POLICY

Collaborator No: 588670

BUDGET KPA Ref No: Good Governance and Compliance

Meeting Date: 16 May 2018

1. SUBJECT: ADOPTION OF THE NEW ANTI-FRAUD AND CORRUPTION
PREVENTION POLICY

2. PURPOSE

(@) To adopt the New Anti-Fraud and Corruption Prevention Policy of 2018.

(b) The new policy makes provision for an internal Fraud Response Unit and re-
establishes the managerial duties to ensuring ethical behaviour at all levels
of the municipality.

3. DELEGATED AUTHORITY

Council

4, EXECUTIVE SUMMARY
4.1 BACKGROUND

In terms of Section 79 of the Local Government Municipal Structures Act 117 of

1998, a Municipal Council may establish one or more committees necessary for the

effective and efficient performance of its functions or the exercise of any of its

powers. The Council appoints the members of these committees and may dissolve
the committee or remove a member at any given time. The Council must determine
the functions of a Section 79 committee and may determine its procedures.

The Audit and Performance Committee assists the Executive Management and

Council in advising and monitoring the Municipality’s compliance with legislation and

all other acts, codes of conduct etc. relevant to fraud risk management.

4.2 DISCUSSION

Although Section 79 of the Local Government Municipal Structures Act 117 of
1998, allow Council to establish committees to assist in effective and efficient
management, the Municipal Manager as the Accounting Officer is the responsible
authority as defined in Sections 60 and 62 of the Municipal Financial Management
Act no 56 of 2003.

Section 60 of the MFMA
Municipal Managers to be accounting officers
“The Municipal Manager of a municipality is the accounting officer of the

municipality for the purposes of this Act, and, as accounting officer, must —

€) Exercise the functions and powers assigned to an accounting officer in
terms of this Act; and

(b) Provide guidance and advice on compliance with this Act to —
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() The political structures, political office-bearers and officials of the
municipality.

Section 62 of the MFMA

General Financial Management Functions

(1) The accounting officer of a municipality is responsible for the managing of
financial administration of the municipality, and must for this purpose take all
reasonable steps to ensure —

(a) that the municipality has and maintains effective, efficient and transparent
systems—
0] of financial and risk management and internal control; and
(i) of internal audit operating in accordance with any prescribed norms

and standards;

(b) that unauthorised, irregular or fruitless and wasteful expenditure and other
losses are prevented;

(c) that disciplinary or, when appropriate, criminal proceedings are instituted
against any official of the municipality who has allegedly committed an act of
financial misconduct or an offence in terms of Chapter 15.

5. RECOMMENDATION

That Council adopts the New Anti-Fraud and Corruption Prevention Policy which
replaces the Fraud and Corruption Policy approved by Council in 2015.

6.1 Financial Implications

None

6.2 Legal Implications

Supported

6.3 Staff Implications

None

6.4 Risk Implications

None

6.5 Comments from Senior Management:

6.5.1 Municipal Manager:

Supported.
Annexure A: Anti-Fraud and Corruption Prevention Policy — 2018

FOR FURTHER DETAILS CONTACT:

Name SHIREEN DE VISSER

Position SENIOR MANAGER: GOVERNANCE
Directorate OFFICE OF THE MUNICIPAL MANAGER

Contact Numbers X8035
E-mail Address shireen.devisser@stellenbosch.gov.za

Report Date 10 May 2018
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FOREWARD

Fraud, corruption and other criminal activity, maladministration and/or negligence as an
ever-present threat to public resources is a concern to all employees or workers.
Stellenbosch Municipality to a process of ethical governance, fraud risk management and
consequence management that is aligned to the principles of the Local Government:
Municipal Finance Management Act 56 of 2003, Local Government Systems Act 32 of 2000
and other related legislative and regulatory standards including policies, procedures, codes

and standards adopted by the Council of the Stellenbosch Municipality.

Stellenbosch Municipality subscribes to principles of good corporate governance
underpinned by values of honesty, good ethics and transparency. This municipality is
committed to creating and nurturing a culture of zero tolerance toward unethical conduct,

corruption and fraud.

The Anti-Fraud and Corruption Prevention Policy aims to assist Stellenbosch Municipality in
the prevention, detection, investigation and sanctioning of fraud and corruption. Methods will
be continually explored to apply consequence management in instances where unethical

conduct, corruption and fraud has resulted in loss of resources to the municipality.

Through this Anti-Fraud and Corruption Prevention Policy, Stellenbosch Municipality is
committed to clean governance at all levels of the organisation and has instilled a culture of
zero tolerance to all forms of fraud and corruption. The Anti-Fraud and Corruption Prevention
Policy will be strictly applied with no discrimination or favour to any individual. All complaints
received of fraud and corruption will be investigated to ensure that instances of fraud and

corruption is reduced at all levels of Stellenbosch Municipality.

Stellenbosch Municipality encourages anyone who may suspect fraud and corruption to
contact any member of the management, the Municipal Manager, the Mayor, members of
the Fraud and Risk Management team or the municipal fraud hotline (0800 111 027) to
report fraud, corruption or any forms of financial misconduct. All involved are encouraged to
do so responsibly and to avoid frivolous and/or malicious reporting with no other aim than to

place individuals in disrepute and where no wrongdoing has occurred.
MUNICIPAL MANAGER

Geraldine Mettler
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1 INTERPRETATION AND GLOSSARY OF TERMS

The headings of the clauses in this Policy are for the purpose of convenience and
reference only and shall not be used in the interpretation of nor modify nor
amplify the terms of this Policy, nor any clause hereof, unless a contrary intention
clearly appears: -

1.1 Words importing:-
1.1.1 Any one gender include the other gender;
1.1.2 The singular include the plural and vice versa; and

1.1.3 Natural persons include created entities (corporate or unincorporated) and
the state and vice versa,;

1.2 When any number of days is prescribed in this Policy, same shall be
reckoned exclusively of the first and inclusively of the last day unless the
last day falls on a Saturday, Sunday or public holiday, in which case the
last day shall be the next succeeding day which is not a Saturday, Sunday
or public holiday;

1.3 When figures are referred to in numerals and in words, if there is any
conflict between the two, the words shall prevail;

1.4 Expressions defined in this Policy shall bear the same meanings in
schedules or annexures to this Policy which do not themselves contain
their own definitions; and

1.5 Where any term is defined within the context of any particular clause in this
Policy, the term so defined, unless it is clear from the clause in question
that the term so defined has limited application to the relevant clause, shall
bear the meanings ascribed to it for all purposes in terms of this Policy,
notwithstanding that, that term has not been defined in this interpretation
clause.

1.6 The following terms shall have the meanings assigned to them hereunder
and cognate expressions shall have corresponding meanings, namely:-



AC

AO

CAE

CRO

Code of Conduct

for Councillors
Code of Conduct
for Municipal Staff
Members
Consequence

Management

Corporate

Governance

Corruption
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Audit and Performance Committee established in terms of
Section 166 of the MFMA

Accounting Officer of the municipality; Municipal Manager

Chief Audit Executive of the Stellenbosch Municipality

Chief Risk Officer

Code of Conduct for Councillors contained in Schedule 1 of the

Local Government: Municipal Systems Act, Act 32 of 2000

Code of Conduct for Staff Members of the City contained in
Schedule 2 of the Local Government Municipal Systems, Act 32
of 2000

The process put in place to effective deal with fraud, corruption,
misconduct and financial misconduct, which includes internal

municipal processes and criminal proceedings

Corporate governance concerns the relationships among the
management, Council, Stakeholders and employees or workers of
the City. Good corporate governance contributes to sustainable
economic development by enhancing the performance of the City

and increasing access to outside capital.

Any conduct or behaviour where a person accepts, agrees or
offers any gratification for him/her or another person where the
purpose is to act dishonestly or illegally. Such behaviour also
includes the misuse of material or information, abuse a position of

authority or a breach of trust or violation of duty



Council

Councillor

Criminal Action

CRO

Delegation

Department

Business Plan

Designated
Official/Body

Director

Executive Mayor

Financial

Misconduct

Financial Offence

Fraud
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Municipal Council of the municipality as referred to in section
157(1) of the Constitution.

Councillor of the Municipal Council as elected.

Legal proceeding in which the state prosecutes a person who is

charged with an offence.
Chief Risk Officer of the Stellenbosch Municipality

A power or function as determined by the municipality’s approved

System of Delegation.

The plan at departmental level linking the department’s Activities
to the IDP and budget.

Means the official/body is the identified in a municipality to receive

reports of allegations of fraud, corruption or financial offences.

A position created in terms of section 56 of the Municipal Systems
Act on the approved managerial structure of Stellenbosch

Municipality.
The Executive Mayor of the municipality as defined in the
Structures Act, any successor-in-title, or any duly appointed

nominee.

Means any act of financial misconduct referred to in section 171
of the Municipal Finance Management Act (MFMA).

Means any offence referred to in section 173 of the MFMA.

Lawful and intentional false representation or concealment of a

material fact with the aim of illegally obtaining financial and/or



Fraud Response
Unit

Induce

Integrated

Development Plan

Investigator

Law

Management

Municipal Council

MFMA

Municipal Manager
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other benefit for personal enrichment.

Will be deemed to include the Municipal Manager, Senior
Manager Governance, Chief Risk Officer, Fraud Hotline; Legal

Services Advisory Support.

To persuade, encourage, coerce, intimidate or threaten or cause

a person to commitment an act against their will

A plan envisaged in section 25 of the Municipal Systems Act

Means the , treasury, person, team, appointed service provider or
law enforcement entity conducting a full investigation and

misconduct

Means the common law, Constitution of the Republic of South
Africa, any applicable statutes, proclamation, regulation, rule,
notice, judgment or order and any interpretation of any of them by
any Court or applicable tribunal, and any applicable guidance,
direction, code of practice or other determination by which the

Municipality, municipal official, the public and business are bound.
Includes all senior managers and managers

Means municipal council as democratically elected as referred to

in section 157 of the Constitution

Local Government: Municipal Finance Management Act 56 of

2003, including any regulations made i.t.0. of this legislation

Municipal Manager of the Stellenbosch Municipality i.t.o. section

55 of the Municipal Systems Act



Municipality

Municipal

Structures Act

Municipal Systems
Act

SDBIP

Senior Managers

Service Providers

Strategic Focus

Area

Remuneration
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Stellenbosch  Municipality, a local municipality established in

terms of section 12 of the Structures Act

Local Government: Municipal Structures Act No. 117 of 1998, as

amended

Local Government: Municipal Systems Act, 2000 (Act 32 of 2000),
as amended

Service Delivery and Budget Implementation Plan - Detailed

annual plan to implement the IDP and the budget

Appointed Manager i.t.0. section 56 of the Municipal Systems Act;

includes persons acting in the capacity of a section 56 manager.
specialised advisory services, external investigators, external
audit services appointed to assist with the process of fraud,

corruption and consequence management

Medium term goal aligned to the long term strategy

Duty to disclose remuneration
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REGULATORY ENVIRONMENT

This Policy must be read together with, and be interpreted consistently with, the other

relevant legislation and council approved documents, including but not restricted to

the:

(@)
(b)
(€)
(d)
(e)
(f)

(9)
(h)
(i)

1),

()
(m)

Prevention and Combating of Corrupt Activities Act (No. 12 of 2004)
Promotion of Access to Information Act (No. 2 of 2000)

Promotion of Administrative Justice Act (No. 3 of 2000)

Protected Disclosures Act (PDA) (No. 26 of 2000)

Public Finance Management Act (PFMA) (No. 1 0f 1999)

Municipal Finance Management Act (MFMA) (No. 56 2003)
Financial Intelligence Centre Act (FICA) (No. 38 of 2001)

MFMA Regulation on Financial Misconduct (No. 430 of 2014)

Code of Conduct for Councilors in terms of Schedule 1 of the Municipal
Structures Act (No. 32 of 2000)

Code of Conduct for Municipal Staff Members in terms of Schedule 2 of the
Municipal Structures Act (No. 32 of 2000)

Stellenbosch Municipality Risk Management Policy.

Stellenbosch Municipality System of Delegations.
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3 PRINCIPLES AND OBJECTIVES OF ANTI-CORRUPTION
AND FRAUD PREVENTION

3.1 The Municipality’s agenda is to focus its efforts on the following processes
and objectives:

3.1.1Create and nurture a culture of ethical conduct in managing resources of the

municipality and intolerance to fraud, corruption and financial misconduct;

3.1.2Understand the fraud risks that can undermine the institution’s service
delivery / business objectives;

3.1.3Encourage a culture within the Municipality where all municipal officials,
members of the public and other stakeholders continuously behave with

and promote integrity in their dealings with or on behalf of the Municipality;

3.2 Create a culture within the Municipality which is intolerant to unethical

conduct, corruption and fraud by:

3.2.1 Strengthening community participation in the fight against corruption and

fraud in the Municipality;

3.2.2Reduce exposure to liability, sanctions and litigation that may arise from

violations of law or stakeholder expectations;

3.2.3Strengthening relationships with key stakeholders that are necessary to

support actions required to combat corruption and fraud in the Municipality;

3.2.4Create an environment where all staff members and Councillors at all times
act with honesty, integrity and to safeguard the Municipal resources for

which they are responsible for;

3.3 Appropriate action, including criminal action, will be taken against any person
who attempts to or assists with committing fraud, corruption and other

criminal activity including but not limited to:
3.3.1Putting measures in place to prevent and detect fraud as and when it occurs;
3.3.2Investigating instances of fraud, corruption and financial misconduct;

3.3.3Taking appropriate action in the event of such irregularities, e.g. disciplinary

action, recovery of losses, prosecution, etcetera;
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3.3.4Developing a system of consequence management and apply appropriate

sanctions;

3.3.5Prohibition from further employment within the municipality and in the case of
suppliers of goods and services, blacklisting in terms of the Supply Chain

Management Policy and Regulations.

4 APPLICATION AND SCOPE
4.1 The Policy applies to all fraud, corruption, theft, financial misconduct or
suspected irregularities of this nature.

4.2 This Policy is applicable to the Stellenbosch Municipality and related joint

ventures entered into, which may involve the following persons or entities:
4.2.1 All municipal staff;

4.2.2 Consultants, suppliers, contractors and other providers of goods or services to

the Municipality;

4.2.3Community structures, organizations’ and other parties receiving services

from the Municipality.

4.3 This policy aims to provide a framework for consequence management,
without excluding any sanctions that might be applicable through other

forms of legislations.

4.4 Appropriate action, including criminal action, will be taken against any person
employed by the municipality that is involved in, or assists with committing
fraud, corruption and other criminal activity, maladministration and/or

negligence.

4.5 Any allegations of fraud, corruption, theft financial misconduct or suspected
irregularities of this nature against the Municipal Manager and section 56
Managers i.t.0. of the Municipal Systems Act of 2000, will be dealt with in
terms of the Local Government Disciplinary Regulations for Senior
Managers of 2010 and MFMA Municipal Regulations on Financial
Misconduct Procedures and Criminal Proceedings of 2014 and not in terms

of this strategy.



5.1

5.2

5.3

5.4

6

6.1
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ANTI-CORRUPTION AND FRAUD PREVENTION

As instances of fraud, corruption and financial misconduct remain a constant
threat to public trust and confidence, it becomes essential to recognise
fraud risk management as an integral part of strategic management.
Stellenbosch Municipality is therefore adopting a comprehensive approach
to the management of fraud risks.

Failure by any employee, institution or individual within the service of the
municipality to comply with this policy could result in disciplinary as well as

criminal action being taken against that individual.

It is expected that all personnel will adhere to this Anti-Corruption and Fraud

Prevention Policy.

It is the intention that individual personnel, as well as business units will work
together in a consistent and integrated manner, with the overall objective of
reducing fraud risk.

RESPONSIBILITIES OF STAKEHOLDERS

Councill

6.1.1 Council has a duty for setting the tone at the top by:

(a) Considering and adopting an Anti-Fraud and Corruption Prevention Policy for
the Municipality;

(b) Regularly reviewing and amending, if necessary, the Anti-Fraud and
Corruption Prevention Policy, if and when required,;

(c) Abiding by the code of conduct and code of ethics of the Council;

(d) Performing oversight functions that support the implementation of the Anti-

Fraud and Corruption Prevention Policy of the Municipality;
(a) Providing support to the Municipal Manager and the efforts of the
management team to implement the Anti-Fraud and Corruption

Prevention Policy;
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6.2 Councillors

6.2.1 Councillors have a fiduciary responsibility to the Municipality, including a duty

to promote the reputation and business of the institution.

6.2.2Councillors may not derive personal gain at the expense of or as a result of

their relationship with the Municipality.

6.2.3Councillors are further required to declare their interests in terms of the

Systems Act.

6.2.41t is the responsibility of every Councillor who suspects that some kind of
fraud or corruption or irregularity has been attempted or committed, to

immediately report their suspicion to the Speaker of Council.

6.3 Municipal Manager

6.3.1 The Municipal Manager, as the Accounting Officer, is responsible for ensuring
that anti-corruption and fraud prevention measures are implemented within

the Municipality by:

(a) Ensuring that the Municipality develops and implements an Anti-Fraud

and Corruption Prevention Policy;

(b) Overseeing the implementation of prevention, detection, investigation
of fraud and ensure appropriate resolution measures are implemented

in respect of fraud and corruption within the Municipality;

6.3.2The Municipal Manager is accountable for managing fraud and all the
platforms required for the effective and efficient management of fraud

prevention and consequence management in accordance with this policy.

6.4 Management

6.4.1 Management includes all Directors appointed i.t.0. section 56 of the Municipal

Systems Act, Senior Managers and Managers.

6.4.2The overall responsibility of managing fraud risk is vested with the Municipal

Manager and the Directors of the municipality.

6.4.3Management plays a key role in the prevention of fraud and corruption, and
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fulfills this responsibility through the establishment, implementation and
continued operation of suitable internal controls. Further to this
Management plays a critical role in leading with the correct “tone at the top”
by:

(c) Creating a corruption and fraud aware culture, where it is clear that
corruption and fraud will not be tolerated, and that all instances of fraud
and corruption will be dealt with swiftly and will be appropriately

sanctioned;

(d) Implementing the Anti-Corruption and Fraud Prevention Policy of the

municipality, as reviewed and amended from time to time;

(e) Share the Municipality’s strategies and policies in respect of fraud and

corruption with all staff members;
(H Report incidents or suspicions of fraud, corruption or irregularities;

(g) Ensuring the practical realisation of the principles of prevention,

detection, investigation;

(h) Ensure that adequate internal controls are implemented and
appropriate systems and processes are in place to prevent and detect

fraud and corruption or any forms of irregularities;

() Investigating all instances of fraud, corruption and financial misconduct

brought to their attention with equal diligence and vigour;

() Monitor the implementation and application of the Anti-Fraud and
Corruption Prevention Policy and ensure adequate supervision and

dynamism of the controls and procedures;

(k) Review the process implemented by management in respect of anti-
corruption and fraud prevention and ensure that all fraud, corruption

and instances of irregularities have been followed up appropriately;

() Ensure that an appropriate fraud and corruption risk assessment is
completed;

(m)Ensure that reports of fraud, corruption and misconduct are effectively
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handled and that consistent and appropriate action is taken on known

incidents;

(n) Ensure proper reporting in terms of applicable guidelines on all
instances of fraud and fraud risks reported;

(o) After an investigation is completed, submit a report to the Municipal
Manager indicating the results of the investigation and whether there

are cause to:

e Dismiss such allegations as frivolous; or

e Whether a need exists for a thorough disciplinary process to

be undertaken.

(p) Ensure adherence to all reporting requirements to ensure that
instances of fraud, corruption and irregularities are effectively

investigated and resolved.

6.5 Fraud Response Unit

6.5.1 The Fraud Response Unit will consist of the Municipal Manager as Accounting
Officer, Senior Manager Governance, the Chief Risk Officer, Legal Services

Advisory Support.

6.5.2 The Fraud Response Unit is authorized to assist in providing overall assurance
to Council, the Audit and Performance Audit Committee and other combined
assurance advisory bodies in a manner that is commensurate with this

Policy and principles of Combined Assurance.

6.5.3The Fraud Response Unit ensures that reports on fraud, corruption and
misconduct are effectively handled and that consistent and appropriate
action is taken Review the anti-corruption and fraud prevention policy and

recommend for approval by Council;

(a) Develops, together with other role players, the anti-corruption and fraud
prevention strategy, policy and plan;
(b) Include a focus on fraud and corruption risks during risk identification

and assessments;
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(c) Assist management in developing responses for fraud and corruption
risks;

(d) Facilitate presentations and working sessions relating to fraud and
corruption risks to promote awareness and the ethics and integrity
standards required by the Municipality.

(e) Report identified incidents of fraud or corruption to Management,
Directors or the Municipal Manager.

(H Evaluate the effectiveness of the implementation of the anti-corruption
and fraud prevention policy;

(9) Monitor the implementation of the policy and application of the plan and
ensure adequate supervision and dynamism of the controls and
procedures;

(h) Review the process implemented by management in respect of anti-
corruption and fraud prevention and ensure that all fraud and corruption
related incidents have been followed up appropriately;

() Ensure that an appropriate fraud and corruption risk assessment is
completed;

() Receive, review, process and manage all complaints from the fraud
hotline, internal and external tip-offs received,;

(k) Report quarterly to the Audit Committee, summarising the Municipality’s

corruption and fraud prevention, detection and action for the period.

6.6 Staff

6.6.1The staff (permanent, contract and temporary) of the Municipality are

responsible for:
6.6.2 Abiding by the code of conduct and code of ethics of the Municipality;
6.6.3 Reporting incidents or suspicions of fraud and corruption;
6.6.4 Participating in initiatives to prevent, minimise, detect and investigate fraud,
6.6.5 Avoiding and declaring conflicts of interest;

6.6.6 Abiding by the code of conduct of the municipality and the Fraud Prevention

and Anti-Corruption Policy of the municipality.
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6.7 Suppliers, Contractors, Service Providers and Consultants

6.7.1 Suppliers, contractors and consultants are expected to act honestly and fairly
in all their dealings with Stellenbosch Municipality.
6.7.2 Failure to do so may result in one or more of the following:
(a) the cancellation or suspension of any tenders or contracts awarded
to them;
(b) restriction i.t.o. of the Combatting of Abuse in the Supply Chain
Management System Policy; and

(c) Being reported to the South African Police Services.

6.8 Audit Committee
6.8.1 The audit committee will be responsible for the following:

(a) Advise the Municipal Council, political office bearers, the accounting
officer and management staff of the Municipality on matters relating

to good governance, fraud and corruption;

(b) Review the progress made with the implementation of the anti-

corruption and fraud prevention strategy of the Municipality.

6.9 Internal Audit

6.9.1Internal Audit is responsible for the provision of an independent and objective
opinion on the adequacy and effectiveness of risk management, control
and governance processes which includes the fraud and corruption

management processes.

6.9.2The adequacy of arrangements for managing the risk of fraud and ensuring
that the Municipality promotes an anti-fraud culture is a fundamental

element in arriving at an overall opinion.

6.10 Community

6.10.1 The Municipality also recognizers the important role of the Greater
Stellenbosch community and general public at large to contribute to an

environment that is free of corruption and other irregularities.
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6.10.2 In the event that members of the community wish to remain anonymous,

7.1

7.2

7.3

7.4

7.5

7.6

7.7

7.8

7.9

they may contact the external fraud Hotline (0800 111 027) to report the

matter.

REPORTING

The Municipality commits itself to establish appropriate structures to enable
reporting of fraud or corruption by municipal staff, Councillors, municipal
service providers, consultants whilst delivering work on behalf of the

municipality and the community, in accordance with applicable legislation.
Reporting Structures includes:
The Fraud Hotline

Tip offs officially reported to the Fraud Response Unit, or the Management

Team:;

All instances of fraud, corruption and unethical behavior reported will be
registered in the official municipal Fraud Register, which will be updated,

managed and tracked by the Fraud Response Unit;

Instances of fraud, corruption and unethical behavior reported against a
Councillor will be reported to the Speaker of the Council and will be dealt
with in terms of the Code of Conduct for Councillors;

Instances of fraud, corruption and unethical behavior reported against the
Municipal Manager and Directors will be reported to Council, and will be
dealt with in terms of the Local Government Disciplinary Regulations for
Senior Managers of 2010 and MFMA Municipal Regulations on Financial

Misconduct Procedures and Criminal Proceedings of 2014,

Instances of fraud, corruption and unethical behavior reported against a
Senior Manager or a Manager will be reported to the relevant Director or
Municipal Manager (depending on the reporting lines) and will be dealt with

in terms of this Policy;

Instances of fraud, corruption and unethical behavior reported against staff

members can be reported directly to the relevant Manager and/or Senior
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Manager, to the Fraud Response Unit or through the fraud hotline, and will

be dealt with in terms of this Policy.

8 RECOVERY OF LOSSES

8.1 The Municipal Manager, must investigate the potential and cost implications
for recovering losses suffered by the Municipality due to fraud and/or
corruption and, depending on the outcome of the investigation, institute

legal action against the offending parties to recover losses.

9 SANCTIONS

9.1 The sanction imposed may include any or a combination of the following, with

or without conditions:

9.1.1 Suspension without pay for no longer than 3 months;
9.1.2 Demotion

9.1.3 Transfer to another post;

9.1.4Reduction in salary, allowances or other benefits
9.1.5An appropriate fine;

9.1.6 Dismissal;

9.1.7 Repayment of losses to the municipality, as quantified.

10 PROTECTION OF WHISTLE BLOWERS

10.1 A person who reports suspected corruption and/or fraud may remain
anonymous should he/she so desire. It must however be kept in mind

though that the investigation could reveal the source of the information.

11 CONFIDENTIALITY

11.1 To ensure that the identity of the whistleblower, whether it be a member of
staff or the community is protected, all information provided in connection
with fraud and corruption allegations and suspicions will be treated as
highly confidential.
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12 REVIEW

12.1 This Anti-Corruption and Fraud Prevention Strategy must be reviewed as and

when required and be approved by Council.

13 CONCLUSION

13.1  The Municipality encourages its personnel, members of the public as well
as all other stakeholders as set out in this Policy to freely report any
suspicion of fraud, corruption and any other irregularities that has been

attempted or committed without fear or favour.
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5.3

ECONOMIC DEVELOPMENT AND PLANNING: (PC: ALD JP SERDYN (MS))

NONE

5.4 FINANCIAL SERVICES: (PC: CLLR S PETERS)
5.4.1 | MONTHLY FINANCIAL STATUTORY REPORTING: DEVIATIONS FOR APRIL
2018
Collaborator No: 8/1
BUDGET KPA Ref No: Good Governance and Compliance
Meeting Date: 16 May 2018
1. SUBJECT: MONTHLY FINANCIAL STATUTORY REPORTING: DEVIATIONS
FOR APRIL 2018
2. PURPOSE
To comply with Regulation 36(2) of the Municipal Supply Chain Management
Regulations and Section 4.36.2 of the Supply Chain Management Policy 2017/2018
to report the deviations and ratifications to Council.
3. DELEGATED AUTHORITY
Noted by Municipal Council
4. RECOMMENDATIONS
That Council notes the deviations and ratifications as listed below.
5. DISCUSSION / CONTENTS
5.1 Background/ Leqgislative Framework

The regulation applicable is as follows:
GNR.868 of 30 May 2005: Municipal Supply Chain Management Regulations
Deviation from and ratification of minor breaches of, procurement processes
36. (1) A supply chain management policy may allow the accounting officer—
(a)To dispense with the official procurement processes established by the
policy and to procure any required goods or services through any convenient
process, which may include direct negotiations, but only—
(i) in an emergency;

(i) if such goods or services are produced or available from a single provider
only;



AGENDA

MAYORAL COMMITTEE MEETING

Page 29

2018-05-16

(ii) for the acquisition of special works of art or historical objects where
specifications are difficult to compile;

(iv) acquisition of animals for zoos; or

(v) in any other exceptional case where it is impractical or impossible to follow
the official procurement processes; and

(b) to ratify any minor breaches of the procurement processes by an official or
committee acting in terms of delegated powers or duties which are purely of
a technical nature.

(2) The accounting officer must record the reasons for any deviations in terms of

sub regulation (1) (a) and (b) and report them to the next meeting of the
council, or board of directors in the case of a municipal entity, and include
as a note to the annual financial statements.

5.2 Discussion
Reporting the deviations as approved by the Accounting Officer for April 2018, the
following deviations were approved with the reasons as indicated below:
DEVIATION CONTRACT | NAME OF CONTRACT REASON SUBSTANTIATE WHY TOTAL
NUMBER DATE CONTRACTOR DESCRIPTION SCM PROCESS COULD CONTRACT
NOT BE FOLLOWED (TO PRICE R
BE SUBMITTED TO
COUNCIL)
D/SM 35/18 12/03/2018 BVI Consulting Appointment of Exceptional case BVI Consulting assisted the R 81 183,69
Engineers BVI Consulting and it is impractical ICT Department with the
to project or impossible to drafting of the tender
manage the follow the official specification for the
construction of procurement construction of a New ICT
the new ICT process Data Centre as thisis a
data centre specialised environment.
This was rather an extension
to acquire assistance from
BVI Consulting to manage
the tender process, evaluate
the tender and recommend
the preferred bidder
D/SM 36/18 10/04/2018 Panel B/SM 11/17 Exceptional case B/SM 11/17: Rates
Threshold and it is impractical The items procured and

Increase

or impossible to
follow the official
procurement
process

hired from BSM 11/17 are
essential to achieving
services delivery objectives.
The unexpected increase in
expenditure was not
foreseen. The original
budget estimates did not
include subsequently added
service delivery projects.
Therefore the tender amount
awarded will be exceeded.
More than one directorate
and numerous departments
make use of this tender.
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D/SM 37/18 11/04/2018 Panel B/SM 4/17: Exceptional case B/SM 4/17: Rates
Threshold and it is impractical Traffic signals regularly incur
increase or impossible to damage by motor vehicles
follow the official colliding with the signals.
procurement The need is now higher than
process the awarded amount.
D/SM 38/18 13/04/2018 Flotron Repair & Emergency As per letter provided by R 7 848.90
verification of flow Flotron Remote Monitoring
meters (Flotron) at Systems the flow meters at
Raithby and Pniel Pniel and Raithby was
Wastewater manufactured and installed
Treatment Works by them. These meters need
to be calibrated annually.
Since the calibration
involved required setting the
installed meter against
computerised reference of
which Flotron Remote
Monitoring Systems is the
owner. Therefore only
Flotron can perform the
required calibration.
D/SM 40/18 25/04/2018 WEC Projects | Wemmershoek Emergency Wemmershoek Wastewater R 21 563.10

WWTW - Faulty
bear shaft blower

Treatment Works have four
blower units that provide
oxygen to the treatment
process. One of the blowers
malfunctioned and we had to
replace it with the spare
blower. The blowers
installed were manufactured
by Sowerby Engineering in
Johannesburg. They do
installations themselves or
have a local (Cape Town
based and not registered
supplier to Stellenbosch
Municipality) agent that do
installations. At the time of
the blower malfunctioning
WEC Projects was still busy
with the remedial work at
Wemmershoek Wastewater
Treatment Works. They are
an authorised installer for
Sowerby Engineering in
Johannesburg area.

Due to the critical nature of
the equipment and the
warranty Stellenbosch
Municipality’s, Water
Services Department
deemed it fit to request WEC
Project to install the blowers
as soon as possible in order
to minimise the impact on
the treatment process. They
are authorised installer
which would not have
jeopardised the warranty.
The NEREDA treatment
process are a very delicate
process and any delays in
equipment repairs results in
process shocks which takes
at time weeks or months to
stabilise and therefor the
urgency to get equipment
installed.
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D/SM 41/18

13/04/2018

Bytes System
Integration
(PTY) LTD

Appointment of
Bytes Systems
Integration for the
procurement of
additional
biometric devices

Exceptional case
and it is impractical
or impossible to
follow the official
procurement
process

The current service provider
had succeeded into
synchronizing the Biometric
T&A System with our
existing HR Payday
employee management
system to enable real-time
integration and report on
employee clocking. The
above business process and
its cost would be futile if a
new service provider would
have been appointed in an
open market. The latter will
reguire new negotiations
rates with Pay-Day as well
as news costs for
reprogramming the
communication software
between the two systems.
The recommended price
from the current service
provider was proven to be
market related and value for
money. This includes an
SLA for the financial year to
ensure proper maintenance
and support as well
installation of additional
clocks without impacting the
process.

R 924 588.00
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5.5

HUMAN SETTLEMENTS: (PC: CLLR PW BISCOMBE)

5.5.1

PROPOSED CESSION OF LEASE AGREEMENT I.R.T LEASE FARM 527A, DR
G.J.C NORVAL TO STELLENSIG (PTY) LTD

2.1

2.2

3.1

PURPOSE OF REPORT

To obtain the approval from Council for the ceding of the Lease Agreement
i.r.t Lease Farm 527A to Stellensig (Pty) Ltd.

BACKGROUND

Lease Agreement

On 14 January 1998 Stellenbosch Municipality and Dr. GJ.C Norval
concluded a Lease Agreement i.r.t Lease Farm 527A, which agreement will
lapse on 31 March 2041. A copy of the agreement is attached as
APPENDIX 1.

Application for cession of Lease Agreement

On 11 August 2016 an application for the cession of the Lease Agreement to
Stellensig (Pty) Ltd was received from the Lessee, Dr. G.J.C Norval, a copy
of which is attached as APPENDIX 2.

DISCUSSION

Location and context:
Lease Farm 527A is situated off the R44, as indicated on Fig 1 and 2, below.

Fig 1: Locality: Location and context
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Fig 2: Lease Farm 527A

3.2 Contractual provisions
In terms of clause 13 of the Lease Agreement the Lessee is not allowed to
cede, assign or sub-lease any of the land without the prior written approval
of the Lessor.

3.3 Delegated Authority
In terms of item 537 of the approved System of Delegations (2015-06-24)
the Executive Mayor has the delegated authority “To consider applications of
the cession, assignment or sub-lease of leases for a period in excess of 10
years™
*The remaining period of the lease is 25 years.

3.4 Motivation for proposed cession
According to the Lessee, the owner of the adjacent property, Farm 528/3
approached him and indicated that they would be interested in using the 2ha
lease land as part of his current smallholding, so that he can develop
agriculture on a larger portion of land, thereby making it more commercially
viable.
It is also highlighted that the Lease land is effectively land-locked with the
adjacent property, as no formal access would be allowed from the R44.
For this reason(s), the Lessee requested the ceding of the Lease to
Stellensig (Pty) Ltd, alternatively, that he be allowed to sub-lease the
property to Stellensig (Pty) Ltd.

4, INPUTS BY OTHER DEPARTMENTS

4.1 CFO

None
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4.2

4.3

Senior legal Advisor

Delegation 537 makes provision for the Executive Mayor to consider
applications for cession, assignment or sub-letting of leases exceeding 10
years in consultation with MAYCO. In light of the aforesaid, the necessary
consultation with MAYCO should first take place, before the Executive
Mayor decides on the matter. The rest of the item and recommendations are
supported.

Planning & Economic Development

The cession of the lease from Norval to Stellensig is supported in order to
allow for the best possible use of scarce agricultural land for economic
purposes.

CONCLUSION

From the above it is clear that there is nothing precluding the Municipality
from approving the ceding of the Lease Agreement to Stellensig (Pty) Ltd.

RECOMMENDATION

that consideration be given to whether the current Lessee be allowed to cede or
sub-let the property right.
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5.5.2

PROPOSED RENEWAL OF LEASE AGREEMENT: ERF 52, STELLENBOSCH,
SUPERGROUP DEALERSHIP

6.1

6.1.1.

SUBJECT: PROPOSED RENEWAL OF LEASE AGREEMENT: ERF 52,
STELLENBOSCH, SUPERGROUP DEALERSHIP

PURPOSE

To consider a request from Supergroup Dealership (Mercedes Benz, Stellenbosch)
to renew the current Lease Agreement in relation to erf 52 for a further period of 5
years.

DELEGATED AUTHORITY

In terms of Delegation 530 of the approved System of Delegations, the Executive
Mayor has the delegated authority to grant a right to use, control or manage a fixed
asset of Stellenbosch Municipality, up to a contract value of R5M, subject to
compliance with Regulation 34(1) of the Asset Transfer Regulation.

*In terms of the new Policy on the Management of Council-owned Property,
however, the decision to deviate from the normal, prescribed public competitive
route is reserved for the Municipal Council. For this reason the Municipal Council
first need to decide whether they support the renewal of the Lease Agreement
without following the prescribed public competitive process.

EXECUTIVE SUMMARY

Supergroup Dealership (Mercedes Benz, Stellenbosch) is leasing erf 52 from
Stellenbosch Municipality in terms of a 5 year Lease Agreement.

The current lease expires at the end of June 2018 they have requested that their
lease be renewed for a further period of 5 years.

RECOMMENDATIONS

(@) that approval be granted in principle for the renewal of the Lease
Agreement for a period of 5 years;

(b) that Council’s intention so to act be advertised for public inputs;

(c) that, should any objections be received, as a consequence of such an
advertisement, same be considered before making a final decision; and

(d) that, should no objections be received, the Municipal Manager be
authorised to conclude a new agreement for a period of 5 years (with the
option of renewal for a further term), on the same terms and conditions as
the current Lease Agreement, except for the monthly lease amount, to be
amended in line with the new tariff structure (see paragraph 6.2.5).

DISCUSSION / CONTENT
Background
Authorisation for tender process

On 2012-10-25 Council considered a report on the use of erf 52. Having considered
the report, Council resolved as follows:
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6.1.2

6.2
6.2.1

@) that all previous Council resolutions with regard to the alienation of
erf 52, be rescinded;

(b) that erf 52 be identified as a property that is not required for the
municipality’s own use during the period for which the right is to be granted
(5 years with 3 months’ notice period);

(c) that the Municipal Manager be authorized to follow a public tender process in
awarding rights to interested parties for the use of the site; and

(d) that a minimum rental be determined by means of fair market value with a
minimum of R 9200 per month.

A copy of the report is attached as APPENDIX 1.

Awarding of tender and conclusion of Lease Agreement

Following a public tender process, the tender for the use of erf 52 was awarded to
Sandown Motor Holdings (Pty) Ltd, whereafter a Lease Agreement was concluded,

a copy of which is attached as APPENDIX 2.

Irrespective of the date of signature, the lease period was for the period 1 July 2013
to 31 June 2018.

At a later stage this Lease Agreement was ceded to Super Group Trading (Pty) Ltd.
A copy of the Cession Agreement is attached as APPENDIX 3.

Discussion

Property description

Erf 52 is located at Bird Street as indicated on Fig 1, 2 and 3, respectively.

Fig 1: Location and context
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Fig 2: Extent of property

Fig 3. Street view

Erf 52 is zoned General Business in terms of the Stellenbosch Zoning Scheme and
is approximately 1647mz in extent.

*Erf 52 was specifically acquired for the purpose of developing it as a public parking
area. For this reason it would not be advisable to dispose of the land. It can,
however be leased on condition that the lease could be terminated on a 3 months
written notice period.

6.2.2 Development rights

As indicated above, erf 52 is zoned for General Business. To use the area for
parking purposes, no further development right are necessary.
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Please note: Erf 52 was specifically acquired for the purpose of developing it as a
public parking area. For this reason it would not be advisable to dispose of the land.
It can, however be leased on condition that the lease could be terminated on a 3
months written notice period.

6.2.3 Legal requirements
6.2.3.1 Asset Transfer Regulations

In terms of Regulation 34 of the Asset Transfer Regulations, a Municipality may
grant a right to use, control or manage a capital asset, only after:-

a) the accounting officer has conducted a public participation process in terms
of regulation 35*; and

b) the municipal Council has approved in principle that the right may be granted
*Sub-regulation 1 (a) must be complied with only if-
a) the capital asset’s value exceeds R10M; and

b) a long term right (longer than 3 years) is proposed to be granted, which is
not the case with the current application.

In terms of Regulation 36 of the Asset Transfer Regulations, a municipal council,
when considering the granting of a right to use, control or manage a capital asset,
must take into account, inter alia:

a) whether the capital asset may be required for the municipality’s own use
during the period for which the right is to be granted;

b) the extent to which any compensation to be received for the right together
with the estimated value of any improvements or enhancements to the
capital asset that the private sector party or organ of state to whom the right
is granted will be required to make, will result in a significant economic or
financial benefit to the municipality; and

C) the risk and rewards associated with the use, control or management of the
capital asset in relation to the municipality’s interests.

6.2.3.2 Policy on the Management of Council owned property (MCOP)

In terms of paragraph 9.2.2 of the MCOP Policy, the Municipal Council may
dispense with the prescribed, competitive process, and may enter into a private
treaty agreement through any convenient process, which may include direct
negotiations, but only in specific circumstances, and only after having advertised
Council’s intention so to act.

One of the circumstances listed in (I) is lease contracts with existing tenants of
immovable properties, not exceeding ten (10) years. Such agreements may be
renegotiated where the Executive Mayor is of the opinion that public competition
would not serve a useful purpose, subject to such renewal being advertised, calling
for public comment.

Further, in terms of paragraph 9.2.2.2, the reasons for any such deviation from the
competitive process must be recorded.
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6.2.5 Tariff Structure
In terms of Council’s (to be) approved Tariff Structure for 2018/19 financial year, the
fee for renting parking space in the CBD of Stellenbosch is R260.00 per parking bay
per month. At approximately 40 parking bays, the minimum rental will be
R10 400/month.

6.3 Financial Implications

Should Council approve the recommendations, the annual income would be
R124 800-00 (i.e. R624 000 over the contract period, exclusive of escalation).

6.4 Legal Implications
See paragraph 6.2.3
6.5 Staff Implications

Investigative study by staff from The Human Settlements and Property Management
Directorate.

6.6 Previous / Relevant Council Resolutions
See paragraph 6.1.1.
6.7 Risk Implications

There are no risks at this stage apart from the risk of current projects being delayed
as a result of not doing anything in respect of land acquisition.

6.8 Comments from Senior Management

6.8.1 Director: Infrastructure Services
In support of the recommendations.

6.8.2 Director: Planning and Economic Development
No comments received.

6.8.3 Chief Financial Officer
No comments received.

ANNEXURES:

Annexure 1. Agenda item
Annexure 2: Lease Agreement
Annexure 3: Cession Agreement

FOR FURTHER DETAILS CONTACT:
NAME Piet Smit

PosITION Manager: Property Management

DIRECTORATE Human Settlement & Property Management

CoNTACT NUMBERS | 021-8088189
E-MAIL ADDRESS Piet.smit@stellenbosch.gov.za
REPORT DATE 2018-02-06
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5.5.3 | AUTHORISATION: PUBLIC TENDER PROCESS: ERVEN 2498 AND 2499

1. PURPOSE OF REPORT

To obtain the necessary authorization to go out on tender for the lease of
erven 2498 and 2499.

2. BACKGROUND
2.1 Initial Lease Agreements

On 1 October 1981 a 5 year Lease Agreement was concluded between
Stellenbosch Municipality and the Stellenbosch Animal Hospital in relation to
the building on erven 2498 and 2499.

2.2 Renewal of Lease Agreement

Subsequently, in 1986, 1996 and 2006 respectively, the Agreement was
renewed for periods of 9 years and 11 months.

2.3 Extension of last Lease Agreement

The last Lease Agreement has terminated on 31 July 2016. There was no
renewal clause in the in the agreement. A copy of the Agreement is attached
as APPENDIX 1. For this reason a notice was send to the Stellenbosch
Animal Hospital on 22 June 2016, informing them that the Lease Agreement
would come to an end on 31 July 2016, a copy of which is attached as
APPENDIX 2.

On 30 June 2016 a self-explanatory letter was received from Dr Giliomee,
requesting a further renewal of the Lease Agreement for a period of 9 years
and 11 months. A copy of the letter setting out the motivation is attached as
APPENDIX 3.

Having considered the request the then Acting Municipal Manager (July
2016) extended the contract for a period of twelve months to afford the
Lessee to consider alternative arrangements. A copy of the approval is
attached as APPENDIX 4. The above approval was subject to Stellenbosch
Municipality’s intention so to act being advertised for public input.

A notice was compiled and sent to the Supply Chain Department to be
published in the Eikestad News. A copy of the notice is attached as
APPENDIX 5.

*We were recently informed by the SCM Department that, due to unknown
reasons, the notice was never published. As the 12 months period has
almost run out, there is no need/rationale for publishing the notice at this
stage.
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3.1

3.2

3.3

DISCUSSION
Existing Lease Agreement

As already indicated above, the existing Lease Agreement does not have a
renewal clause.

System of Delegation

In terms of the approved System of Delegation (See delegation 538) the
Municipal Manager may “approve the renewal of lease agreements, where
the agreement provides for such renewal, for a period not exceeding 10
years”. This delegation is further subject to a new market related rental to
be approved by the CFO.

Seeing that the current agreement does not have a renewal clause, this
delegation cannot be used.

In terms of delegation 530 the Executive Mayor may “grant a right to use,
control or manager a fixed capital asset, up to an annual contract value not
exceeding R5M, subject to compliance with Regulation 34(1) of the Asset Transfer
Regulations”.

Asset Transfer Regulations

In terms of Section 34 (1) of the ATR a Municipality (Read Mayco) may grant
a right to use, control or manage a capital asset only after-

a) The Accounting officer has concluded a public participation process*;
and

b) The municipal council (Read Mayco) has approved in principle that
the right may be granted.

*Sub regulation (1) (a) (public participation process), however, must be
complied with only if-

a) The capital asset in respect of which the right is to be granted has a
value in excess of R10M*; and

b) A long-term right is proposed to be granted (i.e. longer than 10 years).
*In terms of the municipal valuation role the property’s value is R3 920 000
(i.e. less than R10M). This means that the prescribed public participation

process does not have to be followed.

In terms of Regulation 36, the municipal council (read Mayco) must, when
considering such approval, take into account:

a) whether such asset may be required for the municipality’s own use
during the period for which such right is to be granted,;

b) the extent to which any compensation to be received will result in a
significant economic or financial benefit to the municipality;

C) the risks and rewards associated with such right to use; and

d) theinterest of the local community



Page 99

AGENDA MAYORAL COMMITTEE MEETING 2018-05-16
In terms of Regulation 41, if an approval in principle has been given in terms
of regulation 34 (1)(b), the municipality (read Mayco) may grant the right only
in accordance with the disposal management system of the municipality,
irrespective of:-

a) the value of the asset; or
b) the period for which the right is granted

3.4 Policy on the Management of Council owned property
In terms of paragraph 9.2.2 of the Policy, the Municipal Council may
dispense with the prescribed, competitive process, and may enter into a
private treaty agreement through any convenient process, which may
include direct negotiations, but only in specific circumstances, and only
after having advertised Council’s intention so to act.
One of the circumstances listed in () is lease contracts with existing tenants
of immovable properties, not exceeding ten (10) years. Such agreements
may be renegotiated where the Executive Mayor is of the opinion that public
competition would not serve a useful purpose, subject to such renewal being
advertised, calling for public comment.
Further, in terms of paragraph 9.2.2.2, the reasons for any such deviation
from the competitive process must be recorded.

3.5 Market rental
Hereto attached as APPENDIX 6 a valuation report compiled by Pendo
Property Valuers, valuing the market rental at R 19720.00 per month.

4. INPUTS FROM OTHER DEPARTMENT

4.1 CFO
Finance supports the item.

4.2 LEGAL SERVICES

In terms of the Stellenbosch Supply Chain Management Policy the market
value of a property is determined by two independent valuers and not the
municipality’s valuation. Two independent valuers need to be appointed to
establish the market value of the property. The market value of the property
will establish whether a public participation process needs to be followed in
terms of Regulation 34(1)(a) or not. The recommendations should be
amended accordingly to ensure that the in principle decision is made after
the market value of the property is determined.

The rest of the item is supported.

Please note: Following the above legal input Pendo Property Valuers were
appointed to determine a market related rental. (see paragraph 3.5 supra). The
recommendations have been amended accordingly.
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4.3 PLANNING & ECONOMIC DEVELOPMENT
None
5 CONCLUSION

From the above it is clear that, although the Executive Mayor has the
(delegated) authority to conclude a Lease Agreement up to a maximum
annual contract value of R5M, it is subject to the provisions of the ATR, i.e.
Regulations 34; 36 and 41; read with the provisions of paragraph 9.2.2 of the
Property Management Policy, as set out above.

This means that:

a)

b)

c)

the Executive Mayor can, in terms of regulation 34(1)(b), approve in
principle the awarding of rights, and

that, following the in principle decision in terms of (a), a competitive
process in terms of the SCM Policy must then be followed, unless

the Executive Mayor is of the opinion that a public competition would not
serve a useful purpose.

RECOMMENDATIONS: (Option 1)

(@)

(b)

(€)

that erven 2498 and 2499 be identified as land not needed to provide the
minimum level of basic municipal services;

that the Municipal Manager be authorised to follow a public tender process,
subject to:

i) amaximum lease period of 5 years;

i) a minimum rental of R19 720/month, with an annual escalation of 6%;
and

that, should the existing Lessee be unsuccessful in the tender process, he
be given a reasonable period of 3 months to find alternative accommodation.

Alternatively,
RECOMMENDATIONS: (Option 2)

(@)
(b)

(©)

(d)

that Council in principle, dispense with the prescribed, competitive process;

that Council’s intention to enter into a Private treaty agreement through
direct negotiations be advertised, calling for public comments/counter
proposals;

that, should objections and or counter proposals be received, same first be
considered by Council before a final decision is made; and

that, should no objection and or counter proposals be received, the
Municipal Manager be authorised to enter into a private treaty agreement,
subject to:

() a maximum lease period of 5 years; and a minimum rental of
R19 720/month, with an annual escalation of 6%.
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VALUATION REPORT

DETERMINATION OF THE MARKET RENTAL OF:
PORTIONS OF ERF 2498 & 2499 STELLENBOSCH,
STELLENBOSCH REGISTRATION DIVISION,

LEASED BY THE STELLENBOSCH ANIMAL HOSPITAL

Client:

STELLENBOSCH MUNICIPALITY

30 August 2017

Compiled by:
Johan Klopper

Professional Valuer
Member of the SA Institute of Valuers
BCom Law (University of Stellenbosch), NDip: Property Valuation (UNISA)

Cell: 083 305 3252  Fax: 086 611 1511 e E-mail: johan@propertyvaluer.co.za ¢ PO Box 81, Stellenbosch, 7599
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30 August 2017

Stellenbosch Municipality

Property Management

Plein Street
Stellenbosch
7600

VALUATION CERTIFICATE

I, the undersigned, Johan Klopper, Professional Valuer registered in terms of the Property Valuer’s
Profession Act, 2000 (Act No 47 of 2000) do hereby certify that | have inspected and valued the following
immovable property namely:

Portions of ERVEN 2498 & 2499 STELLENBOSCH,
STELLENBOSCH REGISTRATION DIVISION, in the WESTERN CAPE
Leased by the STELLENBOSCH ANIMAL HOSPITAL

| consider the fair and reasonable market rental of the abovementioned property to be as follows:

R 19720 Nineteen Thousand Seven Hundred and Twenty Rand
(Excluding VAT)
As at: 28 August 2017

Signed at Stellenbosch this 30™ day of August 2017.

Jﬂr

J. on’)per
Pr fef/sional Valuer

Registration Number: 6372/0

PENDO PROPERTY SERVICES CC T/A PENDO PROPERTY VALUERS
Reg. No. 2009/230603/23 « VAT Reg. No. 4530269028
Member: J. Klopper

Verified Level 4 B-BBEE Contributor

Tel: 083 305 3252 ¢ Fax: 086 611 1511 ¢ Email: info@propertyvaluer.co.za * Postal address: PO Box 81, Stellenbosch, 7599
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VALUATION REPORT

1. GENERAL INFORMATION

1.1 Instructions

Instructions were received from the Stellenbosch Municipality to determine the fair market
rental of portions of Erven 2498 & 2499 Stellenbosch leased by the Stellenbosch Animal Hospital,
as at the effective date referred to in paragraph 1.3 below.

Definition of market rental: “The estimated amount for which the property should be leased on
the date of valuation between a willing lessor and a willing lessee in an arm’s length transaction
after property marketing, wherein the parties acted knowledgeably, prudently and without
compulsion.”

1.2 Inspection date
28 August 2017

13 Effective date of valuation
28 August 2017

1.4 Limiting conditions

Information was received from third parties regarding the comparable properties. No warranty as
to the accuracy of this information can be made.

In this report all values referred to exclude VAT, unless expressly stated otherwise.

We have not carried out a structural survey, nor have we tested the service installations,
woodwork or other parts of the structure which are covered, unexposed or inaccessible and are
therefore unable to report that such parts of the property are free of rot, beetle or other defects.
This valuation is therefore based on the assumption that the building is in a reasonable state of
repair, unless expressly stated otherwise in this report.

Any possible contamination of the subject property as a result of an environmental incident has
also not been taken into account, nor have we examined the cost of any remedial measures
involved.

Maps and sketches that form part of this report are included for illustration purposes only and
are not necessarily to scale.

This valuation is for the purpose as stated in this report and should not be used for any other
purpose. Neither all nor any part of this report shall be conveyed to the public or anybody other
than the addressee or their principles through advertising, public relations, news sales or any
other media without the written consent of the author.

Pendo Property Valuers ® www.propertyvaluer.co.za Page 1 of 11
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2. PHYSICAL FEATURES

2.1 Situation / Locality

The subject property is located in the Stellenbosch centre, adjacent to the Stelmark Shopping
Centre on the corner of Bird and Merriman Streets. The subject property is accessed from
Banhoek Way. This is an established commercial node, but the immediate vicinity appears slightly
rundown in comparison to other commercial nodes in Stellenbosch. A portion of the subject
property forms part of the municipal parking area servicing the Stelmark Centre.

2.2 Description of the site and improvements

The Stellenbosch Animal Hospital (AH) building is located on a portion of Erf 2499 Stellenbosch,
while the remainder of this property comprises tarred area with driveways and 16 demarcated
open parking bays that form part of the adjoining parking area administered by a third party.

Erf 2498 Stellenbosch is a tarred area utilised as a driveway and for parking purposes. There are 8
dedicated open parking bays utilised by the Stellenbosch Animal Hospital, while the remaining 12
demarcated open parking bays located inside a right of way servitude area are utilised by Pick &
Pay employees. The total area utilised by the Stellenbosch Animal Hospital is indicated in red on
the aerial photograph below.

The southern boundary of Erf 2499, as well as the southern and western boundaries of Erf 2498
are subject to a 6 meter right of way servitude, and is utilised by trucks servicing Pick & Pay for
delivery purposes, as well as parking purposes. The right of way servitude is indicated on the
aerial photograph below.

(]

AH parking AH Building ROW servitude area Public Parking

Pendo Property Valuers ® www.propertyvaluer.co.za Page 2 of 11
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The Stellenbosch Animal Hospital building represents a single storey building with a plastered
and painted and facebrick superstructure and a pitched roof (sheeting). Other building
specifications include steelframe fenestration and tiled/concrete floors.

The current lessee has occupied the building for a period of approximately 31 years, and has
undertaken several additions to the building at their own cost. The valuer was informed that the
initial size of the building was approximately 115m2, but following the additions, the current
construction size is approximately 219m” with a yard area of approximately 36m”.

The building is utilised for veterinarian purposes, with the internal layout specific to this purpose.
The specialised nature of the internal layout might therefore inhibit the rentability of the subject
property to third parties. The accommodation on offer includes the reception, 2 consulting
rooms, office, 2 stores, 2 WC'’s, anaesthesia room, operation theatre, recovery room, X-ray room
and an outside bin area, as well as an enclosed yard area of approximately 36m°. The rentable
area, which excludes external and internal walls, was calculated as approximately 188m”.

Refer to an extract of the building plan below which indicates the layout of the subject property,
as well as Annexure C for photographs of the subject property.

3. VALUATION METHOD

The direct comparison approach is deemed the most suitable valuation method in determining
the market rental of the subject property. This approach is based on the principle of
comparability and substitution. The assumption is that if similar assets in a similar market place
are leased at a particular value, then the comparable asset will be leased at a similar price.
Specific note was taken of the site specific characteristics, location and market conditions when
determining the market rental of the subject property.

Pendo Property Valuers ® www.propertyvaluer.co.za Page 3 of 11



4. VALUE DETERMINATION

4.1 Market research
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The property market in the immediate vicinity was investigated, and liaised with local role players

to ascertain acceptable market levels for the subject property. The following relevant market

information was obtained and applied in the valuation process:

4.1.1 Market Rentals

Description Rental Comments
? (R/m’)
. Commercial spaces ranging between 582m’ and 806m” utilised
Agripark . . L . .
1 (Adam Tas Road) R60 primarily for light industrial and retail purposes. An upward
adjustment would be justified for the subject property.
The valuer was informed of the current rental, which was based
on the original size of the building, prior to the additions. All
) Subject property RE6 subsequent maintenance and additions were Pgrformefi by 'Fhe
lessee. The lease was reportedly on a full repairing and insuring
basis, including payment of rates and taxes. The rental based on
a ‘normal’ lease covenant would therefore be higher.
Commercial space of approximately 437m’ located in an
3 Rustenburg Way RS established commercial node of Ida’s Valley. Based on the size
(Ida’s Valley) and location the valuer is of the opinion that an upward
adjustment would be justified for the subject property.
Commercial space of approximately 500m” located in an
4 Papegaairand Road RSS industrial/commercial node predominantly utilised for motor
(Off Bird Street) showrooms and ancillary purposes. The location of the subject
property is considered superior.
. . . 2 .
Chr Andringa & (;omme.rmal/lsgtalnl space of apprommately 3.20m Ioc.ated in the
5 R101 immediate vicinity of the subject property, in a multi-tenanted
Banhoek . .
commercial building.
The Stelmark Centre is located adjacent to the subject property
and is multi-tenanted. Apart from Pick & Pay as anchor tenant,
. . 2 P
6 Stelmark Centre R160 retail rentz?\ls gener.ally.start from approximately R1460/m . This is
considered high in comparison to rentals achieved by
surrounding properties. A downward adjustment would be
justified for the subject property.
4.1.2  Parking rentals
Rental
Description Comments
? (R/bay)
Municipal gated open parking bays located at the Stelmark
Stelmark Centre Centre adJacentIto the subject property, ava|l.ablt.e ata mon_thly
1 . R774 rate of R774. This rental appears to be very high in comparison
(Andringa Street) ) . . .
to superior nodes in Stellenbosch, and this parking area appears
to be underutilised in comparison to other parking nodes.
Monthly rental for open parking bays located at the Bloemhof
) Bloemhof Parking RA13 parking area in the Stellenbosch CBD. This location is considered
(Plein Street) superior to the subject property, with a downward adjustment
justified for the subject property.
3 The Woodmill Centre R300 Open parking bays at the Woodmill Centre on the western
(Devonvale) periphery of Stellenbosch.
Brandwacht Office Open parking bays in secure office park on the southern
4 R450 .
Park periphery of Stellenbosch

Pendo Property Valuers ® www.propertyvaluer.co.za Page 4 of 11
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4.2 Determination of market rental

The market information above gives a good indication of the market range of similar properties in
Stellenbosch and indicate to a general range of R60/m’ to R160/m”. Adjustments are necessary
for the size, location and accommodation offered. The accommodation offered by the subject
property is rather specialised for veterinary purposes. Demand for this type of accommodation
appears to be relatively low in the immediate vicinity, with the immediate vicinity generally
characterised by retail properties. Given the characteristics of the immediate location and the
accommodation on offer, the valuer is of the opinion that a rate of R 9O/m2 would be fair and
reasonable for the subject property.

From the available market information listed in paragraph 4.1.2 it is evident that market rentals
of open parking bays in the Stellenbosch CBD range between R300 and R774 per bay. The rental
of R774 (excl. VAT) is the going monthly rate for all municipal operated parking areas. This is
considered on the high side for the immediate vicinity and is evidenced by the underutilisation of
this parking area. A downward adjustment was therefore justified. The monthly rate applicable at
the Bloemhof parking area, i.e. R413 per bay, is considered a good indication of the rate that can
be applied, but a downward adjustment would be justified for the subject property due to the
inferior location and demand in this area. The valuer is accordingly of the opinion that a monthly
rate of R 350 per bays would be fair and reasonable for the subject property.

The current market rental of the subject property can therefore be calculated as follows:

Description Size / No | Market rate | Market rental
Rentable area - building 188 m’ R 90 16 920
Parking - Utilised by Stellenbosch Animal Hospital | 8 bays R 350 2 800
TOTAL R19720

5. DECLARATION

I, Johan Klopper a registered Professional Valuer, declare that | have inspected the above
property and that | have conducted this valuation assignment to the best of my knowledge and
skills. I have no present or contemplated interest in this property, and accordingly certify that this
valuation was undertaken on a completely independent basis.

Based on our research and experience, we are of the opinion that the MARKET RENTAL of the
portions of Erven 2498 & 2499 Stellenbosch leased by the Stellenbosch Animal Hospital, as at 28
August 2017, amounts to: trite

Amount In words

R 19720 Nineteen Thousand Seven Hundred and Twenty Rand

Signed at STELLENBOSCH on this the 30™ day of August 2017.

Pr fes,éional Valuer (Reg. No. 6372/0)
Member of the SA Institute of Valuers

B (Law); NDip (Property Valuation)

Pendo Property Valuers ® www.propertyvaluer.co.za Page 5 of 11
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ANNEXURE A: TITLE DEED INFORMATION

Pendo Property Valuers ® www.propertyvaluer.co.za Page 6 of 11
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ANNEXURE B: S.G. DIAGRAMS
Lsmwnuummm KANTOORAFSKRIF
¢ [ sve RIGTINGS- KOORDINATE LG. No.
METER HOEKE Y Stelsel Lo. 19 X
Konstante . 0,00]+3700000,00| ~ 294 4[81
A 1+ 13 036,761+ 55 721,43
cD 18,60 6117 10 |C |+ 13 n8,27]+ 55 745,28 | Goedgekeur
DA | 28,52 | 459 15 30 D |+ 13 026,66|+ 55 748,10 .
No9A 1@ i+ 13 055,88+ 55 710,37 " U
. N29B @ |+ 12 890,87+ 55 686,72 B Landméter-generaal
1981 -07- 07

Beskrywing van Bakens:

A,D : 12mm ysterpen
C : Geen baken

Skaal 1: 750

P =LAV ELEN 144

Diefiguur Die lyne AD en DC

stel voor die Westelike en die Suidelike grense respektiewe- grond_synde-|
lik van ' Serwituut Reg van Weg 6 meter wyd oor
ERF 2498, Stellenbosch

geleé in die Munisipaliteit en

Administratiewe Distrik

van Stellenbosch
Opgemeet in  Sept. 1977 en

deur my, April-Mei 1981 ‘E‘-‘*C!L ﬁmetef

Provinsie Kaap die Goeie Hoocp.

Hierdie kaart is geheg aan Die corspronklike kaart is. Léer No. 5/254]_/32
No. M.S. No. E547/78 en
gedateer No.B.101/1930 geheg aan Komp. £ 1000,31
1g.v. Transport/Srordbriet-. BH-BDA/Z.51 (1480)
No. 1860-37 -296 BH-8DA/Z.53 (1482)
Registrateur van Aktes

ETT g
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SEQWITUUTKAADT

e s s

KANTOORAFSKRIF

SYE RIGTINGS- KOORDINATE LG. No.
METER HOEKE Y Stelsel Lo, 19 X '
~2945/81
Konstante + 0,00 | +3700000,00 :
BC | 26,67 351 48 30 |B |+ 12 970,09+ 55 712,45
CD | 42,47 81 17 10 |C [+ 12 966,29]+ 55 738,85 | Goedgekeur
D [+ 13 008,27|+ 55 745,28 .
N2GA ® |+ 13 055,88+ 55 710,37 ° T
N29BR @ |+ 12 890,87|+ 55 686,72 Landmeter-generaal
1981 -C7- 07

Beskrywing van Bakens:

B : Plat ysterpen
c 12mm ysterpen
D Geen baken
i
WIN.

Skaal 1: 750

Lisfiguur Die lyn CD

stel voor die Suidelike grens van n Serwituut Reg van Weg
6 meter wyd oor
ERF 2499, Stellenbosch

geleé in die Munisipaliteit en

grond:—synde-

Administratiewe Distrik

van Stellenbosch Provinsie Kaap die Goeie Hoop.

Opgemeet in  Sept. 1974 en D

April-Mei 1981 =}
deur my, Landmeter
hierdie kaart is geheg aan Die oorspronklike kaart is. Léer No. 3/2641/32
No. M.S. No. gz;gg,é?glen i
gedateer No.A3534/1931 geheg aan Komp.
tg.v. Transport/Grondbrist= BH-8DA/Z.51 {1480)
No. 1932-126-6333 BH-8DA/Z.53% (1482)
Registrateur van Aktes

Pendo Property Valuers ¢ www.propertyvaluer.co.za
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ANNEXURE C: PHOTOGRAPHS OF SUBJECT BUILDINGS
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End of report
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5.6 INFRASTRUCTURE: (PC: CLLR J DE VILLIERS)

NONE

5.7 PARKS, OPEN SPACES AND ENVIRONMENT: (PC: CLLR N JINDELA)

NONE

5.8 PROTECTION SERVICES: (PC: CLLR Q SMIT)

NONE

5.9 YOUTH, SPORT AND CULTURE: (PC: XL MDEMKA (MS))

NONE

6. REPORTS SUBMITTED BY THE MUNICIPAL MANAGER

NONE

7. REPORTS SUBMITTED BY THE EXECUTIVE MAYOR

NONE

8. MOTIONS AND QUESTIONS RECEIVED BY THE MUNICIPAL MANAGER

NONE

9. URGENT MATTERS

10. MATTERS TO BE CONSIDERED IN-COMMITTEE

NONE

AGENDA:MAYORALCOMMITTEE.2018.05.16/BM
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