CITY OF CAPE TOWN
ISIXEKO SASEKAPA
STAD KAAPSTAD

REPORT TO SUBCOUNCIL, 20 DATE

w7

1. ITEM NUMBER

 SURIE 208UB15/10/2019
2. SUBJECT .

SUBJECT: PROPOSED GRANTING OF IN'-_PRIN.CIP'LE APPROVAL FOR THE TRANSFER OF
VACANT ERVEN 53791 AND 53792, SITUATED AT COLLEGE ROAD, CLAREMONT, CAPE TOWN,
BY PUBLIC COMPETITION FOR RESIDENTIAL PURPOSES

ONDERWERP

VOORGESTELDE TOEKENNING VAN BEGINSELGOEDKEURING VIR DIE OORDRAG VAN
ONBEBOUDE ERF 53791 EN 53792, GELEE TE COLLEGEWEG, CLAREMONT, KAAPSTAD, DEUR

OPENBARE MEDEDINGING VIR RESIDENSIELE DOELEINDES

ISIHLOKO:
ISIPHAKAMISO SOKUVUNYELWA 'KWESIPHUMEZO | NGOKOMTHETHO-SISEKO
KOKUNIKEZELWA KWEZIZA EZIVULELEKILEYO: EIINGU-53791 NO-53792 EZISE-COLLEGE
ROAD, CLAREMONT, EKAPA, NGOKOKHUPHISWANO LOLUNTU,. KULUNG|SELELWA
IMIBANDELA YOKUHLALA
L0470
3, DELEGATED AUTHORITY

X Fornoting by Subcouncil 26

The legal prevision for this non-delegable authorify can be found in section 14 of
the Municipal Finance Management Act, Act 56 of 2003 and regulation 5 of the
Municipal Asset Transfer Regulatioris of 2008 (MATR).

In ferms of the provisions of the Municipat Finance Management Act (MFMA} and
fhe associated Municipal Asset Transfer Regulafions [MATR}, the City mdy only
transter of immovable property affer;

(a) the Council has made a determination that the asset is not
required for the provision of basic municipal purposes- and has
considered the fair market value of the asset and the economic
and community vaiue {o be recsived in exchange for the asset,
and

[b) approved in principle that the assef may.be transferred, and

SUBCOUNCIL 20
RECEIVED

1§ SEP 2019
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4, EXECUTIVE SUMMARY

PURPOSE
REPORT

1 To- inform: Subcouncil 20 of the City's infention fo abtain in-principle approval
OF:| from Council for the transfer by a public competitive process of City-owned
/| vacant Even 53791 and 53792 situaied gt College Read, Claremoni, Cape
] Town. '

"PROPERTY
DESCRIPTICN

Even 53791 and 53792, Claremont, Cape Town are vacant sites situated in the.
L proximity of improved residential properties.

'PROPERTY
LOCATION. - -

College Road, Claremeont, Cape Town,

AREA.

2 RuBCouNCIL . bo [WARD

158

'SITE EXTENT

B Approximately 725m? and 725m? respectively. See attached Plans LIS 2058 and

VIABLE

LIS 2059 {Anriexure Al dand Annexure A2).

CURRENT ZONING

General Residential 4

Vacant

Residential opporiunities

The proposed fransfer of the properties was circulated for intemal and external
stakeholder's comments. There were no objecfions fo the sale of the properties.
{Annexure B). Therefore, the subject properties are not required for municipal
purposes and can e fransferred for residential purposes,

PAT

Director:  Property
‘Management:

SRS
PARTICIPATION:. -
PROCESS '

R6/01/2019
_ _ No objections received.
+31/01/2019

COMMENTS.

WARD GOUNCIL | bale
| notification

Date -

L b1 70272019 Co No objections received.

MOTVATING.
DECIS! ON

2] The sale of the land wili relieve Cbuncil of the maintenance burden;
|* A market-related income will be generated;
< The sdle will enable better utiiization of City land;

VYacant land will be developed to its highest and best use.

= | INTEGRATED DEVELGPMENT PLAN (IDF.

| $¥A 1: An Opportunity City

Objective 1.1 {g) Leverage the Cily's assets, ig
rationalise and optimally utilise City assets o stimulate
economic benefit for Cape Town.

| Rationaiisation

GRG‘ANI’SKT’! ONAL DEVELOPMENT AND TRANFORMATION FLAN'(ODTP
Optimisation & The optimat utilisation of Council assets

SPATIAL DEVELGPMENT FRAMEWORK (53

STRATEGIC INTEND

| Area Plan

The development of ihe properties for residential
puUrposes is in ling with the SDF

TRANSIT ORIENTATED DEVELOPMENT (TOD)

B | Category |

Subject properties do not meet the requirement forl
Urban’ Planning end Mechanisms 1o do o TOD
Comprehensive Land Use assessment.
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5. DISCUSSION/CONTENT
5.1 BACKGROUND

The subject properties are vacant and situated at College Road, Clarement; Cape Town in

the proximity of improved residential properties.

They are zoned General Residential 4, measure ‘dpproximately 725m? and 725m2respectively,
and are shown on the attached plans, LIS 2058 and 2059, Sée Annexure AT and Annexure A2,

5.2 CONSULTATION WITH INTERNAL DEPARTMENTS AND EXTERNAL STAKEHOLDERS

The various Councit Departments and external stakeholders were -consulted and: have no
objection to the sdle of the property. A summary of branch comments is attached as
Annexure B and will form part of the: conditions of sale, where applicable,

The proposal complies with Section 14.6f the Municipal Finahce Mondgement Act, Act 56 of
2003, in that the relevant branches of Councit have confirmed that the subject property is.
notrequired for the provisions of the minimumm level of basic:municipal services and therefore
can be hransferred for residential purposes.

5.3 PUBLIC PARTICIPATION

in accordance with the authority obtained from the Director: Property Management on 21
November 2018, Council's intention to sell the subject property was advertised as follows:

e [ Weekend Argus and Die Burger: 26 January 2019
Advertisin _ : .
eing Tafler 31 January 2019
Provincial & Nationdl Treasury 01 February 2019
‘Notification Sub-councit Mandger, Sub-council
' - A brt 0
Chairperson & Ward Counciller 01 February 2019
_ _ No objections received. Comments.and recommendations were
Culcome . L _ _ _ e
received from Provincial Treasury, Referto Annexure C

§.4 VALUATION

The City's Professiohal Valuers were -_reqUes_T_ed to undertake market valuation of the subject
property. The subject property was valued as at 30 November 2018, In this regard the
following is of relevance:

The market value of the subject property, which is' defined by Intermational Vajuation
Standards Committtee (IVSC) as: '

"The estimated amount for which an asset or liability should exchange o the tate
of valuation befween a wiling buyer and a willing: seller in an arm's length
fransaction, ofter proper markefing and where the parties acted knowiedgeably,

prudently and without compulsion.
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Implicit in the market value of property is the notion of highest and best use, which the IVSC
detings as;

The most probable use of a property which is physically possible,
appropriately justified, legally permissible, financially feasible, and which
resulfs in the highest value of the property being valued.,

The applied the comparabie sales method in valuing the property, which entail the
foliowing steps:

i) ldenfifying recent sales transacfion of similar properties in the same
neighbourhood {or further afield i need be) for which information is available.

i)  Comparing the comparable properties value-forming characteristics with those
of the subject property, viz. location, stand size; stc.

iiiy ~ Adjusting the scle's price: of the comparable properties for effluxion of fime
‘between theirsale’s date and valuation date. '

iv) Deducing the value of the subject property after taking due cognisance of dll
incomparable.characteristics and their po’ren‘ric:l"in'ﬂuence_on the-sale's price.

It-shouid be noted that the markei'_'mlue_ of the subject properties are deemed
appropriate at this stage of the MATR process carried out,

't was concluded that the desktop market value of the propertigs are as follows:

ERF VALUE (ex VAT)
Erf 53791, Claremont, Cape Town L
Edf 53792, Claremoni, Cape Town k6,500 000

Notwithstanding the above, and 1o allow for the efflux in fime, following escalation and
validity period have been applied to the valuation: '

a.  The franster price shall escalote at 8% per annum compounded annually on o
pro rata basis commencing 6 months after date of valudtion fi.e. as from 2019-
06:01} until date of registration,

b.  The market valle is fo be reassessed if the transaction is not approved by the
relevant decision making authority of Council within 18 months from date of
valuatien (i.e. by 2020-06-01).
§:5 CONSTITUTIONAL AND POLICY IMPLICATIONS

» The proposal complies with Section 14.of the Municipadl Finance Management Act,
Act 56 of 2003, in that the relevant branches of Couricil have confirmed that the:
land is not required for the. provision of the: minimum level of basic municipal

services: '
*  Chapter B of Council's palicy relating to the Management of certain of the City of

Cape Town's Immovable Property {approved 26 August 2010),. permits the sale of
immovable property,

5.6 FINANCIAL IMPLICATIONS
All costslinvolved in this transaction will be for the Purchaser's account.
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5.7° SUSTAINABILITY IMPLICATIONS

Does the activity in this report have any sustainability implications for the City2

No X Yes [

5.8 LEGAL COMPLIANCE

The proposal comiplies with section: 14. of the Murnicipal Findnce Management Act, Act 54
‘of 2003 (MFMA);

The sale of municipal capltal assels is governed by Chapter 2 of the MATR.

Council may, in terris of Reg .5(1)(b) of the MATR, ?ransfer_or dispose of non-exempled
capitdl assets. affer it has, in a meeting open to the public, made the determingtions
reguired by section 14{2){a) and {b) of the MFMA:

*  Theert{asset} is hot needed for provision basic municipal services;
. Considered the fair- market value of the asset and the economic and community
volue to be received in exchange for the asset.

In ferms. of Regulation'7 of the MATR, the municipal councit must, when considering any
proposed transfer or disposal of d non-exempied capital asset in terms of reguiation

5(1){b). take info-account the factors highlighted in bold below:
Factor A: Whether the asset is rjequi_r_._ed_for_municipu!iiy's own use at later date;

Council's service b’rc:nches-hc:\ge._cqnﬁ'rme_d that the. assets are not required for its own
purposes. {refer to-Annexure B) for inter-departmental commiants.

Factor B: Loss or gain expected to result from proposed transter;

Council will not make a loss, but a gain on receipt of market vaiue-for the transfer of the
subject properties and future rates and the sale revenue. will stimuiate economic growth.

Factor C: Extent to which any compensafion to be received in respect of the proposed
transfer will result in a significant économic.or financial cost or benefif to municipality;

Councll will receive d financial benetit in the form of the sales price as well as future rates
and taxes revenue in respect of the subject properies.

The desktop valuation caried out by Property Managemeni's Valuations branch,
estimate the market value of the subject erven fo be as follows (exclusive of VAT aond
fransfer costs): :

ERF VALUE {ex VAT)
Erf 53791, Ciagremont, Cape Town o
Erf 53792, Claremont, Cape Town Ré 500 000

The purchase price shall escalate at 8% per dnnum compounded annuglly on a pro rata
basis commencing 6 months after date of valuation {i.e. s from 2019-06-01) until dafe of
registration. '
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The market vaive is 1o be’ reassessed if the transaction is not approved by the relevant
decision making aufhority of Council-within 18 monihs from date of valuation (i.e. by 2020-
06-01),

Factor D: The risks and rewards associated with the operation or control of the capital
assetthat is o be fransferred of in relation to the municipality’s interest:

The rewdrds are anficipated in a form of future rales revenue. There is no envisaged
operationdl or control risk anticipated against the City" interest,

Factor E: Impuct of the proposed transfer on credi rating of the municipality, ifs ability to
raise long-term or short-term borrowings in the future and its financial position and cash
flow,;

The proposed intention in relation to thé subject properties will attribute positively into the
financial position of the City, through sales income, future rates reverive articipated. The
envisaged fransaction is not expected 1o have negative impact on the credit rating of
the City, due to anficipated cash inflows.

Factor F: Limitations and conditions aftached to capital assets;

None.

Factor G: Estimated cost of proposed fransier;

The notmal costs related to adverfisements- and land surveying, if applicable, will be
incurred by Council. The purchasers will be responsible for'the transfer cosis.

Factor H: Transfer of liabilities and reserve funds associated with the asset;
None.

Factor I:-Comments or representations on the proposed transter received fiom the local
community and other interested persons:

The Council's infention to sell the subject properties was duly advertised to the public in
The Weekend Argus and. Die Burger 6n 26 J&nuary 2019, and in the Tatleron 31 Jonuary
2019, The televant Subcouncil chairperson, Subcounci manager, Ward Coungcillor;
Regional Offices were nofified. NG objections to ihe intended fransfer were received,
comments were received from Provincial Treasury.

Facfor J: Views dnd recommendations on the proposed transfer by National ond
Provincial Treasury;

Comments ard recommendations weré received fiom Provincial Treqisury; see Annexure
C.

Factor K: The interest of any affected organ of State, the municipality’s own strategic,
legal dnd economic interest and the inferests of the local:community;

None of these inferests will be compromised through the proposed infention - infact they

will support these interests through enhancing City's strategic objeclives; and promoling
socio-economic:development for the benefit of the local communities.
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Factor L: Compliance with legislative regime that is. applicable fo proposed transfer

The proposed transfer of the dsset is compliant with the MFMA, Municipal Asset Transfer

Regulations, Reg. 12{1} and Council’s Policy an the Management of Certain of the City of
Cape Town's mmovabie Progerty (2010).

§9.  STAFF IMPLICATIONS

Does your report impact on staff resources, budget, grading, remuneration, allowances,
designation, job description, location or your organisational structure?

No X
L]

Yes

6. 'RECOMMENDATIONS

Far hoting by Subcounci 20:

It is recommended that:

a) In terms of section 14{2}{a) and (b) of the Municipal Finance Marniagement Act
(MFMA], Act 56 of 2003:

i) Council resolve that erven 53791 -and 53792, sitGated at Coliege Road,
Claremont; Cape Town, in exfent approximately 725m2 and 725m?
respectively, zoned General Residential 4 {GRA4), shown lettered ABCD on
Plans LIS 2058 and LIS 2059 respectively. , not be required for the provision of
the minimurm level of basic municipal services;

i) Cduncil-confirm that the fair market value of the asset described in {d)(i) and
the economic and community value to be received in exchange for the
asset described ih {a(i) have been considered;

b) In terms of Regulation 5{1}(b) of the Municipal Asset Transfer Regulations (MATR},
R.878 promulgated on 22 August 2008, Council approve in principle the iransfer

of erven 53791 and 53792, situcted at College Road, Claremont, Cape Town, ds
described in {a}{il;

c} Erven 83791 and 53792, sifuated of Coliege Road, Claremont, Cape Town, be
fransterred by public competifion, subject fo conditions o' be imposed by the
Director; Property Management in the exercise of her delegated authority;

d)  Comments and recommehdations provided by Provincial Treasury, be noted.

AANBEVELINGS

Vir kennisname deur subraad 20

Ddar word acnbeveel dat:.
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aj Die Raad bepaal daf Ingevoige artikel 14{2){a) en (b) van.die Wet op. Munisipale:
Finansi&le Bestuur, Wet 56 van 2003; '

i} e 53791 en 533792, geleé. te Collegeweg, Claremont, Kaapstad,
onderskeidelik ongeveer 725m? groot, gescneer as algemeenresidensiee! 4
(GR4), met die lefters ABCD aangetoon op onderskeidelik pian LIS 2058 en
2059, rie verels word vir die voorsiening van die minimum viak van basiese
munisipale dieriste nie: '

i) Die Raad bevestig dat bilike markwaarde van die bate-in {a){i} beskryf verkry
is en die ekonomiese en gemeenskapswaarde wat in ruil vir die bate in {){i)
beskryi is, oorweeq is; '

b) Ingevolge regulasie 5{1}{b) van die regulasies cor -die oordrag van. munisipgle
bates {MATR). R.878, gepromulgeer op 22 Augustus 2008, die Raad die cordrag
van erf 53791 en 53792, geleé te Colegeweq, Claremont, Kaapstad; soos beskryf
in (a}{i}, in beginsel goedkeur; '

¢) Erf 53791 en 53792, geleé fe Collsgeweg, Claremont, Kaapstad deur middel van
openbarg mededinging oorgedra word, onderworpe aan die voorwaardes wat
die direkieur: elendomsbestuur ingevoige die uitvoering van haar gédelegeer
magtiging oplé; '

d) Daar kerinis geneem word van kommentaar en aanbevelings deur die
Provinsiale Tesourie,

ZINDULULO

Ukuba zigwaldselwe liIBhunaana-20:

Kundulutwe ukuba:

a)] Ngokwamacandelo-14(2){a)  no-(b)  oMihetho ongotawulo  fweziMali
zikaMasipdla (MFMA} ongunomb.56 wangowe-2003:

I} IBhunga malithabathe sigaibo sokubd iziza-37294 no-53792 ezise-College
Road, Claremont, ekapa, ezibukhulu ebumalunga nama-725 M2 nama-725
m?* ngasinye, ezicandwe njéngendawo yokuhlala ngokuphangaleleyo 4
(GR4), esibonakaliswe ngoonobumba abakhulu u-ABCD kwiiptani ezingu-Lis.
2058 no-LIS 2059, azifuneki ngante ukuba zibonelele ngomlingariselo othile
weenkonzo ezingundoqo zikamasipdia;

i} IBhunga maliginisekise ukuba kuye kwathathelwa  ingqalelo. ixabiso
lobulungisa lasemakethi njengoke fichazwe. ku-(a) (i) nexabiso lezogogosho
nelofuniv  eliyakuthi  fifumarieke  ngokuishinishelwana kweempahia.
ezicaciswe ku-{d){i);

b) NgokoMigago-5(1)(b) yeMigago engokuTshinishelwa kweMpahla kaMasipala
 (MATR), R.878 owamiselwa ngowdma:-22 kweyeThupha 2008, iBhunga
maliphumeze ngokemthetho-siseka  ukunikezelwd kwezizg-33791 and 53792,
ezikwi-e Road, Woodldnds, e-Mifchells Plain, njengoke kucacisiwe ku-fa) i)
ngentia apha:. '
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¢} 1Ziza-53791 no-53792, ezise-College Road, Claremont, eKapa, mazinikezelwe.
ngokokhuphiswano  loluntu,  ngokuxhomekeke kwimigathango  eyakuthi
inyanzefiswe ngumMiawuli wolawulo IwePropali esebeéhzisa arnagunya akhe.
awdgunyaziseiweyo;

d) Makugwalaselwe iZimvo  kunye rniezinduluio ezinikezelwe nguNendyebo

wePhondo,
ANNEXURES
Anriexure A 1 Disposal Plan LIS 2058
Annexure A 2 Disposal Plcm_ LIS 2059
LAnnexure B Summary of branch comments
Annexure C Comments and Recemmendations from Provincial Treasury
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tegun

NAME MARSHA HELDSINGER CONTACT NUMBER
" E-MAL . sy 7
e HAHELDSINGER@C APETOWN. GOV ZA
" ADDRESS. MARS LDSINGER OWN.GOV.Z
o . Econornic  Opportunities &  Asset _
| DIRECTORATI A - =" File Rer
; DIRECTORATE. Management NO
© SIGNATURE  MANAGER & PROPERTY ACQUISTIONS AND ANDRE HUMAN

FOR FURTHER DETAILS CONTACT;

DisrOSALS:

021 400 3903

HO 14/3/4/3/181/A00

2 8a. 161

‘DIRECTOR: PROPERTY' MANAGEMENT {IN HER CAPACITY AS NOMINEE FOR THE

EXECUTIVE DIRECTOR ~ ECONOMIC OPPORTUNITIES & ASSET MANAGEMENT)

NAME Ruby Gelderbloem COMMENT:

DAt 20 697
SIGNATURE g b RA RN

Comment:

MANAGER: SUBCOUNCIL 20
RICHARD WHITE

DAre

COMMENT

RICHARD WHITE
SUBCOUNCIL MANAGER

Tel No. 021 444 8112

DATE; A @ ctohe- e (]
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Jamie-Leigh Bruce

_ Procurement Analyst: LGSCM

Email: .J"c_zmi:e:-.Leigh;B‘rucj:'e@w'es"femcqpe.;gov.z_a
Tel: 427 21 483 0943

Reference number: 24/2/1 /5 Tower Block Building,.

2nd Foor,

Enquiries: Jamie-Leigh Bruce 4 Dorp Street,

The City of Cape.Town

Cape Town 8001

Date: 17 February 2019

. Property Management

For Attention; Keanen van der Walt,

Re:

232,

227,
222,
223,

PROPOSED SALE OF ERF-53791 AND 53792, COLLEGE ROAD, CLAREMONT, CAPE TOWN,

PURPOSE
To provide an opirion fo The City of Cape in terms of the proposed sale of ert 53791 and 53792,
college road, Clarerriont, Cape Town.

BACKGROUND
On the 01 February 2019 the City of Cape Towr sent o communique tothe Provineial Trecisury
seeking comments and recorimendations regerding the proposed sale of eff 53791 and 53752,

college road, Claremont, Cape Town.
The following documenis was made available as per the communication;:

Memorandum requesting comments fiorm the Provincial Treasury:
A copy of an cerialimage view of the proposed erf for sale;
Public Participation adverfisement.

1SSUE

The City of Cape Town is seeking the Provingial Tre__qs‘ury's- comnients regarding the propbosed sale
of 53791 and 53792, college roag, Claremont, Cape Town,

\Wm_v.wes‘fémg-dge.g;ou,g )
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4.2,

421,

4.3.

COMMENTS

Section 14 of the MFMA applies 1o the disposol of capital assets: the proposed saie of &tf 53791 and
58792, college todd, Claremont, Cape Tawn.,

The Municipality should be aware of the mandatory réquirements of section 14 and section 90 of the
MFMA prior to the sale of erf 53791 and 53792, college road, Claremont, CapeTown,

(1) A municipality may not franster ownership as:a result of @ sale 6r offier fransaction or otherwise
permanently dispose of a -capiial asse! needed to. provide the minimum isvel of basic municipa!

servicss.
{2) A municipality may transfer ownership or otherwise: dispose: of capiial asset oifier than one

confemplated in subsection (1), But arly offer the municipal council, In- a reeting open fo the

public-

(a) has decided onreasonable:grounds thaf the assetis not needed to provide the minimum
level of basic municipdl servicss: and

{b) has considered the fair morket value of the asset .and the economic dnd community
valye o be received i exchangs for the osset.

{3) A decision by o municipal couhéi that a specific capital asset is-Aot nesded to. provide the
minimum tevel of basic municipal services, may ot bereversed by the municipality dffer that asset
has been sold, transfered or otherwise disposed af.

{4} A municipal council moy delegdte 1o the aecounting officer of the municipality its power to
make the determinations referred fo in subsection {2){aj and (o) in respect of movable capital
assels below avaiue determingd by the counceil.

{5) Any fransfer of: ownetship-of o.capital dssetin terms of. subsection. {2} or (4) must be fair, equifable,

fransparent, competitive and consistent wifhy the supply chdin: monagement policy which the-
municipality must have and mdiniain interms of sectioh 111,
[8) This section does not apply fothe fransfer of ‘@ capltal asset 1o another murnicipality or to o
municipal enfity or to nationat or provingiol orgdn. of stafe in clrcumstances and in raspect of
categories of assels approved by the National Treasury, provided that such transfers are in
accordange with a prescribed framework.
To ensure ihat a disposal is fair, equitable, transparent and competitive, the folflowing should
happen:;
¢ The supply chain. management palicy should state e mechanism for deiermmzng the market
value for different types of assets:
* The progess should be open 1o the public-and public scruting,
s Considerafion shoulg Be given.to the faif mdrketvaive of the assef. and o' the. economic and
community value to.be ieceived in exchange for the asset; and
» Redsonable efforls should be made to-ensure. that an- appropriaiely compehhve process for
dlsposal is followed.

WEWWWESIBINCOD @ QOvIE
Frovincial Tregsury Local Governmenit-Supply ChainManagement




» Thé comect accounting treatment of the assets in the financial staiements and in the. asset
register should be effected by the instifution.

5, RECOMMENDATION

5.1 Provincial Treasury has in principle;, no objeciions agoinst the City's intention fo dispose of erf 53791
ond 53792, collégs road, Cleremont, Cape Town., subject meeting the requirements-of the SCM
Policy and MFMA {especially Section 14 & 90).

5.2 The Accounting Officer needs 1o be safisfied that i dué processesarid procedures stipulated in the

Chy's supply ehain management policy and other prescripts have béen heeded.

We trust you find the above in order,

MS, LETITIA SALLIES

DEPUTY DIRECTOR: LOCAL GOVERNMENT SUPPLY. CHAIN MANAGEMENT
WESTERN CAPE PROVINCIAL TREASURY

Date: _ .’.5{:.’7_&{ w9
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