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14. 
APPLICATION FOR THE DETERMINATION OF A SPECIAL RATING AREA (SRA): 
HERMANUS SPECIAL RATING AREA (HSRA)  
 
5/18/1 
S Reyneke-Naudé Director : Finance 
17 March 2020 (028) 313 8040 

 
1. Executive Summary 

 
The purpose of this report is to present Council with the application received 
from the applicant, Mr Michael Farr, seeking Council’s approval for a special 
rating area (SRA) to be established in Hermanus.  

 
The Steering Committee of the proposed Hermanus Special Rating Area 
(HSRA) now officially approached Council for approval for the establishment of 
Hermanus as a special rating area in terms of the Overstrand Municipality: 
Special Rating Area By-Law (the By-Law), 2016 read together with the 
Overstrand Municipality: Special Rating Area Policy (the Policy), as amended 
(1 July 2019), to being 17th Avenue in the east up to Swartdam Road in the 
west, with Still Street as the southern border and Fernkloof Nature Reserve as 
the northern border.  Suburbs included in this area are Westcliff, Industria, 
Northcliff, the Central Business District, Eastcliff, Hermanus Heights, Fernkloof, 
Kwaaiwater and Voëlklip.  

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate:  Finance  

 
3. Compliance with Strategic Priority/ies 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 
Creation and maintenance of a safe and healthy environment 
The encouragement of structured community participation in the matters of the 
municipality 
Promotion of tourism, economic and social development 

 
4. Delegated Authority 

 
None  

 
5. Legal Requirements 

 
Local Government: Municipal Systems Act, 2000(Act 32 of 2000) (MSA) 
Local Government: Municipal Finance Management Act, 2003 (Act 56 of 2003) 
(MFMA) 
Local Government: Municipal Property Rates Act, 2004(Act 6 of 2004) (MPRA) 
Overstrand Municipality Special Rating Areas By-law, 2016 (SRA By-law) 
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Overstrand Municipality Special Rating Area Policy, as amended (the Policy) 
 

6. Background/Discussion/Evaluation/Conclusion 
 

Background 
 

In terms of section 22(1)(a) of the MPRA a municipality may by resolution of its 
council determine an area within that municipality as a special rating area. It is 
important to note that the purpose and objective of special rating areas are to 
only supplement or top up existing municipal services. The MSA clearly defines 
a municipal service as a service that the Municipality can provide in terms of its 
delegated Constitutional powers and functions for the benefit of the community.  

 
Section 8 of the SRA By-law specifically refers to Council’s decision after 
consideration of the application. Section 8 provides for Council to either 
determine a special rating area in accordance with the business plan, or refuse 
the application. Section 22(3)(b) refers to the role and functions of the 
Municipality, including the determination of the boundaries of the area, how the 
area is to be improved or upgraded, the establishment of a separate accounting 
system, and the establishment of a committee of persons representing the 
committee to follow due process up to submission of the application to Council. 

 
Discussion 

 
Property owners of the Hermanus area identified the need to take ownership of 
their area and assist the Municipality to create a friendly environment to live in.  

A Steering Committee consisting of property owners from the area was formed 
to pursue the SRA model which allows property owners to provide 
supplementary municipal services to improve and upgrade their area. These 
services will be funded from an additional rate to be collected from the property 
owners in the area, in terms of the framework provided for in section 22(1)(a) of 
the MPRA, which allows a municipality to determine an area within that 
municipality as a special rating area, by resolution of its council. 

The Steering Committee was guided through the establishment process as set 
out in sections 4 to 7 of the Special Rating area (SRA) By-law and paragraph 10 
of the SRA Policy:  

Initiation Phase: 

The municipality established an internal SRA working group consisting of 
representatives from relevant directorates/departments, inclusive of Legal 
Services, to facilitate discussions in order to fulfil the role of the municipality as 
defined in the SRA By-Law and the Policy. 

An introductory meeting was held with members of the Steering Committee on 
30 August 2019 to inform them of the legislative requirements and timeline of 
the establishment process.  
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After a formal request was received from the Steering Committee to pursue a 
SRA establishment process, a data base comprising of all properties was 
submitted to the Steering Committee for verification which was preceded by an 
arrears profile which indicated a payment ratio of 97.36% for the period 1 July 
2018 to 30 June 2019. An acceptable payment ratio allowed the Steering 
Committee to continue with the process and conduct an urban management 
survey to obtain insight into the current status of the area as perceived by 
property owners and people using the area.  

Business Plan Content:  

The urban management survey results indicated that property owners in the 
proposed Hermanus SRA mapped area focus on the following areas:  

 Public Safety 
 Crime Prevention 
 Cleansing Services 

The following areas were highlighted as most concerning in the urban 
management survey:  

 Safety and Security 
 Cleanliness of town 
 Preservation of the natural environment 
 Safety of residents and visitors are being the biggest need 
 Equality for all (especially regarding housing) 
 Rioting and illegal squatting 
 Influx control 
 Baboon Management 
 CBD Revitalisation 
 Dog-related issues  
 New Harbour 

Before-mentioned formed the basis for compiling a draft business plan to 
address the need for supplementary municipal services to improve and upgrade 
the area.  

The HSRA Business Plan (1 July 2020 - 30 June 2025) consists of the 
Motivation Report defining the need and framework required to provide 
supplementary municipal services, an Implementation Plan proposing relevant 
action steps to implement the supplementary municipal services and the Term 
Budget, which reflects the funding required to provide these services (Annexure 
A).  

The HSRA Business Plan was reviewed in terms of the SRA legislative 
requirements, affordability and sustainability. The draft HSRA Business Plan 
was furthermore circulated to relevant Directorates during 2019, requesting the 
review the Business Plan and confirmation of proposed service delivery in terms 
of the IDP. The Directorate: Infrastructure & Planning (Environmental 
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Management Services), Directorate: Management Services (Legal Services and 
Strategic Services) Directorate: Protection Services (Law Enforcement Services 
and Fire & Rescue, Disaster Management and Security Services) provided 
responses/confirmation. 

First and Second Public Meeting: 

The draft Business Plan was presented to property owners and stakeholders of 
Hermanus at public meetings held on 19 December 2019 and 23 January 2020 
held at the Overstrand Civic Centre in the Auditorium and Bosko Hall, Faiways 
Avenue Eastcliff, after which the obtaining of support commenced. The notice 
and minutes of this meetings are attached as Annexure B.  

Obtaining Support: 

As the proposed HSRA is regarded as a residential SRA in terms of the SRA 
legislation, 50% plus one (1) written support was needed before an application 
for establishment could be submitted to the Municipality. The Steering 
Committee obtained support from 3141 of the 5525 properties (56.85%) within 
the HSRA as per their submission.  

Application: 

The Steering Committee submitted an application to establish the HSRA as per 
the application letter dated 03 February 2020 (Annexure C) that includes the 
following:  

• The Business Plan (Motivation report, Implementation Plan and Budget);  
• The written consent or objections of property owners within the proposed 

SRA who will be liable for paying the additional rate; 
• Property database indicating consent or objection to the SRA proposal per 

property;  
• Advertisements and notices of the public meetings;  
• Presentation done at the public meetings;  and  
• Minutes of the public meetings.  

 
The application was verified by the Revenue Department and found to be a 
valid application as shown in the table below.  

Reconciliation of support on application: 

Hermanus Special Rating Area (HSRA) Total % 

Total number of properties 5525 100.0% 
Consent required 2764 50% +1 

Properties supporting on application 3141 56.85% 

Final verified consent 3141 56.85% 

Objections received 8 0.14% 

Objection forms referred back for updating 0  
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Final verified objections 8 0.14% 

Advertising of the application notice and third Public Meeting: 

The application was advertised for comments and objections on 5 and 6 
February 2020 as required by section 7 of the SRA By-law and paragraph 10.5 
of the SRA Policy. The notice was also send to all the affected property owners 
(Annexure D). 

Property owners also had the opportunity to submit their comments or 
objections to the establishment of the HSRA to the Municipality until 06 March 
2020. The advertised notice also informed all property owners of a further public 
meeting which was held on 20 February 2020. Minutes and attendance register 
of this meeting are attached (Annexure E). 

Objections: 

The Steering Committee was required to engage with the objectors as per 
paragraph 10.5.3 of the Policy, to ensure that there is a clear understanding of 
the SRA proposal and processes that needs to be followed. A total of 8 
objections were received. The Steering Committee engaged with all of the 8 
objectors and the outcome of the engagements are summarised per 
Annexure F. 

Final Considerations: 

As per the urban management survey it is clear that Hermanus is a well 
developed area with good infrastructure but it is clear that there is concern 
about a safe, clean and healthy environment as set out in the proposed HSRA 
application.  

Section 7 of the SRA Policy provides as follows for existing relief in terms of 
exemptions, rebates and reductions (qualifying criteria applies): 

“7.1 The Overstrand Municipality’s Municipalities Rates Policy applies with the 
necessary changes to this Policy. In particular, and without limiting the 
generality of the afore-going, the exemptions, rebates and reductions set out in 
the Rates Policy apply with the necessary changes in relation to the levying of 
an additional rate for special rating area purposes. 

7.2 Notwithstanding the provisions of paragraph 7.1 above, when the 
Municipality grants a partial rebate as set out in the Rates Policy, the relevant 
property owner will be granted a full (100%) rebate in relation to the additional 
rate. 

7.3 Other policies approved by the Council apply with the necessary changes to 
the collection of additional rates in terms of the Policy, the By-Law and section 
22 of the Property Rates Act, including, but not limited to, the Overstrand 
Municipality Credit Control and Debt Collection Policy.”  
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Annexure G provides a full list of all properties indicating whether they 
supported or objected to the application or abstained from the process. 

The applicant complied with all the legislative processes and obtained more 
than the 50%+1 support from property owners for the mapped area as required 
in the SRA By-law and SRA Policy. 

The SRA additional rate will be calculated on the municipal valuation of the 
properties within the Hermanus area, in accordance with the Overstrand 
Property Rates Policy, to enable the municipality to collect the additional rates 
from property owners as required for the HSRA's first year budgeted amount of 
R1 977 885.00. The Municipality will commence with monthly payments to the 
HSRA, once the following sections in chapter 2 of the By-law are met: 

 Section 10: Commencement with the Business Plan; 

 Section 11: Establishment Composition, Powers and Duties of the 
Management Body; and 

 Section 12: Finances (this includes the conclusion of a Finance Agreement) 
 

The additional rate for the HSRA will be considered for approval by Council with 
the Municipality's 2020-21 Budget and will be implemented from 1 July 2020.  

 
7. Financial Implications 

 
Source of Funding: Operating Budget Provisions  

 

 
YEAR 1 

2020/ 2021 
YEAR 2 

2021/2022 
YEAR 3 

2022/2023 
YEAR 4 

2023/2024 
YEAR 5 

2024/2025 

SCOA Project 
Operational: Typical Work Streams: Property Rates Act Implementation: Special Rating Areas: 

HERMANUS SPECIAL RATING AREA (HSRA) 

SCOA Item description 
(Expenditure) 

Expenditure: Transfers and Subsidies: Operational: Monetary Allocations: Private Enterprises: 
Other Transfers Private Enterprises: Unspecified: HERMANUS SPECIAL RATING AREA (HSRA) 

SCOA Item description 
(Revenue) 

Revenue: Non-exchange Revenue: Property Rates: Special Rating Area 

SCOA cost account Budget reference 2020/2021 

SCOA business key Budget reference 2020/2021 

Budget provision (Excl. VAT) R8 300 000 R8 756 500 R9 238 108 R9 746 203 R10 282 245 

Balance available (Excl. 
VAT) 

R8 300 000 R8 756 500 R9 238 108 R9 746 203 R10 282 245 

Total expenditure (Excl. 
VAT) 

R8 300 000 R8 756 500 R9 238 108 R9 746 203 R10 282 245 

Total Income R8 300 000 R8 756 500 R9 238 108 R9 746 203 R10 282 245 

 
8. Staff Implications 

 
None 
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9. Comments from other Departments, Divisions and Administrations 
 

The Directorate Management Services confirmed that the strategic objectives 
of the 2019/2020 IDP review are correctly referenced in the Hermanus Special 
Rating Area document. 

 
10. Annexures 

 
Annexure A: Hermanus SRA Business Plan 
Annexure B: First and second public meeting notice and minutes 
Annexure C: Application letter 
Annexure D: Adverts and notices of the application – notice of the third public 

meeting 
Annexure E: Minutes of second public meeting and attendance register 
Annexure F: Steering Committee engaging with objectors 
Annexure G: List of all properties indicating whether they support or object to 

the application or abstain from the process 
 
RECOMMENDATION TO THE COUNCIL:  
  
1. that the area as reflected in the body of this report be identified as a special rating 

area (SRA), known as the Hermanus Special Rating Area (HSRA), in terms of the 
Overstrand Special Rating Area By-law, 2016; 

  
2. that the application submitted by Mr Michael Farr, the registered owner of 84 

Westcliff Road, Westcliff Hermanus (Erf 103 Westcliff), to establish the HSRA in 
terms of section 8.1(c) of the By-law, be approved; 

   
3. that an additional rate be levied on properties in the HSRA from 1 July 2020 in 

terms of section 22(1)(b) of the Local Government Municipal Property Rates Act 
(MPRA), Act 6 of 2004;  

  
4. that a Finance Agreement be concluded between the Overstrand Municipality and 

the HSRA Management Committee in terms of section 12(6) of the By-law prior to 
1 July 2020; 

  
5. that the Municipal Manager be authorised to sign all the necessary agreements 

and documents to give effect to the establishment of the Hermanus Special Rating 
Area (HSRA);   

  
6. that the Hermanus Special Rating Area (HSRA) additional rate be calculated on 

the municipal valuation for properties within the HSRA mapped area, in accordance 
with the Overstrand Property Rates Policy, to enable the Municipality to collect the 
additional rates required for the HSRA's first year budget of R8 300 000.00, as well 
as for subsequent years in accordance with the 5-year budget period; 

  
7. that payments to the HSRA be commenced with in accordance with the Finance 

Agreement once the following sections in chapter 2 of the SRA By-law as amended 
are met: 
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 Section 10: Commencement with the Business Plan, 

 Section 11: Establishment Composition, Powers and Duties of the Management 
Body; and 

 Section 12: Finances (including the conclusion of a Finance Agreement);  and 
  
8. that the additional rate for the HSRA be considered by Council with the 

Municipality's 2020-2021 Budget and be implemented from 1 July 2020. 
 
 
RESPONSIBLE OFFICIAL : S REYNEKE-NAUDE 
 E HOONEBERG 
 B KING 
 
TARGET DATE FOR IMPLEMENTATION : 1 JULY 2020 
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