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Vumelana in a nutshell

Who are we and what do we do?
How do we work?
How do we decide what to support
What are we trying to achieve?
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1. Vumelana in a nutshell
Who are we and what do we do?
Vumelana is a non-profit organisation that helps
communities in the land reform programme to
develop their land.
It funds advisory services to structure commercially viable partnerships
between communities and investors that create jobs, income and skills.

Led by a board of prominent South Africans.
The Chairman is Dr. Johan van Zyl, PhD (Economics) and DSc (Agric); Group
CEO of Sanlam. He is former Vice-Chancellor and Principal of the University
of Pretoria and World Bank Coordinator of Rural Development.
The directors are Bishop Malusi Mpumlwana, Mr. Niall Carroll, Mr. Mpho
Makwana, Mr. Malcolm Dunn, Ms. Bongiwe Njobe and Mr. Tim Fearnhead.

Managed by small and experienced staff.
The Executive Director is Brian Whittaker, BSc, MA; former Chief Executive
of the Business Trust and former Deputy Chief Town Planner for the City of
Johannesburg. He serves on a number boards and public bodies including
the Jobs Fund and the Human Resource Development Council.

Working with skilled advisory teams.
These teams are purposefully assembled for each project and include legal,
deal structuring and community facilitation skills.
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How do we work?

Applications for funding are invited from communities, government departments,
advisors or investors.

A co-operation agreement is signed with the community setting out the basis of the
relationship between the community and Vumelana.
A transaction advisory team is contracted to structure an agreement in terms of which
the community makes the land available and the investor undertakes to finance and
manage operations.
The transaction advisory team procures proposals from potential investors which
show how the land will be developed to create jobs, income, skills and other benefits
for community members.

Once an agreement is signed, the investor reimburses Vumelana for the costs incurred
by the transaction advisory team in putting the deal together.

The reimbursed funds are used by Vumelana to finance support for the communal
property institution for a period of two years.
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How do we decide what to support?
Guiding principles

Mutual
benefit

Agreements should produce mutually beneficial results for communities and
investors.

Community
control

Properly elected and effectively supported community bodies should make the
key decisions on whether or not to accept an investment proposal.

Commercial
sustainability

Projects supported should be commercially viable and have a positive social
impact in terms of jobs, income and skills for the community. The ultimate
assessment of commercial sustainability will be made by the investors who risk
their resources in the development.

Risk
management

Commercial ventures require those involved to risk resources in pursuit of a
reward. It is important that the risks are carried by parties that are able to
accept them. The most successful community private partnerships are those
where the private investor carries the commercial risk at inception and the
community has the right to acquire an increasing stake in operations as they
move to profitability.

Independent
advice

The advisors should be independent of the community, the investor and
Vumelana and should not have a financial interest in the projects supported.

Fair and firm
agreements

The outcome of the deal structuring process should be an agreement that is
fair to all parties and is legally secure.

Assessment criteria

Eligibility
criteria

In order to be eligible for support the communal property institution (CPI)
should be registered, its members should be poor and needy people, and it
should have sufficient rights to the land to be able to develop it. The land to be
developed should fall within South Africa’s land reform programme

Impact criteria

Vumelana aims to support those projects that have the greatest potential
impact on the communities involved. Proposals are assessed on a competitive
basis. Those which Vumelana judges to be the most likely to succeed are
supported.
In making that assessment Vumelana considers the likely socio-economic
impact of the project, the commercial viability of the proposed development,
the stability of the CPI, the need for government support, the potential for
concluding a deal and the quality of the proposal and the advisory team.
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What are we trying to achieve?
Aim

Vumelana aims to demonstrate the value of community private partnerships
as a contribution to successful land reform.

Land reform
imperative

Land reform is a moral imperative and a constitutional obligation. Properly
managed it can create assets for the poor, stabilise relationships and
promote development. Poorly managed, it destroys assets, impoverishes
communities and undermines local economies.

Development
dilemma

South Africa faces a dilemma: the process of land reform has proceeded too
slowly to satisfy post liberation expectations. But much of the land
transferred has become economically inactive. Assets have been taken out of
use, workers have lost jobs and the economy is threatened.

Resource
limitation

A significant part of the funding available for the acquisition of land is used to
recapitalise projects that have failed. The land reform programme is now also
due to be scaled up with limited public resources available to meet the
objectives.

Partnership
potential

If resources are to be mobilised and sustainable benefits are to result for land
reform beneficiaries then private capital must be brought into the process
and new land owners must be enabled to become competitive market
participants. In order to do that, partnerships will be required with investors
and operators with access to financial and other markets.

Reducing risk
for the partners

Those partnerships are slow to form because the potential partners perceive
the risks to be too high. Vumelana aims to reduce that risk for communities,
investors, advisors and government.
Communities: Vumelana reduces the risks for communities by providing
independent, professional advice at no cost to the community.
Investors: Vumelana reduces risks for investors by helping to structure
agreements with communities. Vumelana carries the cost of the advisory
services and carries the risk that no agreement will be made. Investors pay
the cost of the advisory service only if an agreement is reached. The funds
recovered are then applied to building the capacity of the investors’ new
community partners. Thus further reducing the risk for the investor.
Advisors: Vumelana removes the payment risk for advisors. All work
completed is paid for even if no agreement is reached. Vumelana hopes to
build a market of transaction advisory and other services to support
community private partnerships.
Government: Vumelana mobilises private capital for the implementation of
sustainable post settlement partnerships thus reducing the burden on the
state to capitalise projects and limiting the risk of a constant drain on state
funds.
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Developing a project
portfolio

Building a pipeline of good projects
Project descriptions
Agriculture sector
Forestry sector
Tourism sector
Energy sector
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2. Developing a project portfolio
Building a pipeline of good projects
Targets

For Vumelana’s purposes, good projects are those with high social impact, sound commercial
potential, a good chance of deal closure and a useful demonstration effect. In order to
develop good projects we need to find competent service providers, support high impact
transactions and provide follow up administrative support to Communal Property
Institutions. The five year targets set for the organisation are that by 30 June 2017:

50 partnerships will be structured;

R1bn investment will be attracted; and

3000 jobs created.

Progress

Projects progress through an approval
process, partnership negotiation
process and (once partnerships are
established) a support process for the
communities involved in partnerships.
To date 164 enquiries have been
received, 114 applications for support
considered. 30 projects have been
approved, 5 of which have been
discontinued and 4 investment
partnerships have been concluded. The
graph shows progress against targets
after two years of the current five year
cycle.

Portfolio

The structure of the current portfolio of approved projects is shown below. The shape of the
portfolio changes as new projects are approved, agreements are concluded or projects are
closed where agreements cannot be reached. It is anticipated that between 50% and 70% of
approved projects will result in concluded agreements. The figures exclude two large energy
projects that are dependent on the outcome of the Department of Energy bidding process.
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Project descriptions
Agriculture sector
Mpumalanga agricultural developments
Batlhabine Farms
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

06/06/2013

Limpopo

Agriculture

528

655 ha

R20m

209

In progress

Stage

Request

The Batlhabine Farms are located in
the Letsitele Valley, 15km south of
Tzaneen in Limpopo. The project aims
to structure a partnership with
investors to rehabilitate, develop and
operate the existing farms while
extending the total area of cultivation
from 363 hectares to 655 hectares.

Agreements with the Bathlabine Communal Property
Association and the advisory team were concluded in July
2013. A preferred bidder was identified who failed to
secure the finance required. A new investor mobilisation
process has started. The project is due for conclusion by
mid 2014.

Receive

Contract

Review

Approve

Payment 1

Payment 2

Payment 3

Next step:
Advisors to
issue new
request for
proposals.

Payment 4

Recover

Mmamahlola Agri-business Development
Approved

Province

Sector

Households

04/08/2011

Limpopo

Agriculture

1 500

Stage

Request

Hectares

Investment

Jobs

Status

543 ha
R22m
100
After a lengthy process an offer for the development of the
farm was procured. The offer was based on a long term
lease of between 15 and 25 years depending on the
availability of “recapitalisation funding” from the
The Mmamahlola Farms are in the
government. The offer provided for a 25% community
Letsitele Valley, near Tzaneen. The
share in the operating company after 10 years at which
project aims to structure a
point it was projected that the company would be
partnership with investors to expand
profitable. The Department of Rural Development and
the production of mangoes, litchis,
Land Reform recapitalisation policy requires 51%
macadamias, bananas, citrus and
community shareholding at inception. The advisory team
avocados.
developed a proposal for progressive equity acquisition
based on the value of government funding to total funding.
A response is awaited from the Department of Rural
Development and Land Reform on the progressive equity
acquisition model. The project is at risk.
Receive

Review

Approve

Contract

Payment 1

Payment 2

Payment 3

Overdue

Next step
Bid Evaluation
Committee to
decide how to
respond to the
investor offer
and the
progressive
equity
acquisition
idea.

Payment 4

Recover

Moletele Farms South East Cluster
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

31/08/2012

Limpopo

Agriculture

1615

151 ha

R10.35m

31

Concluded

Stage

Request

The Moletele Community is located
121km southeast of Tzaneen in the
Hoedspruit area of the Limpopo
Province. The project aimed to
structure a partnership with investors
to develop the 151 hectares of land
owned by the community as an
integrated farming unit with a viable
mix of fruit varieties including mango
and citrus.

An agreement was concluded between the Moletele
Communal Property Association and an investor in March
2013. It provides for a 20 year lease, a minimum lease fee
of some R450 000 pa or 5% of gross turnover whichever is
the greater, equity participation in the operating company,
a long term improvement plan for the property, standards
for operation, maintenance and marketing, community
employment, SMME and skills development.

Receive

Contract

Review

Approve

Payment 1

Payment 2

Payment 3

Next step
Farming
operations
have started.
Vumelana to
consider
administrative
support to the
Moletele CPA.

Payment 4

Recover
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Motlomobe Co-operative Project
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

06/06/2013

Mpumalanga

Agriculture

6

180 ha

R20m

120

Under
negotiation

The Motlomobe Community is located
near Bushbuckridge in the Mpumalanga
Province. The project aims to structure
a partnership with investors to develop
180 ha irrigation scheme, and to farm
vegetables in the winter and cotton in
the summer seasons.
Stage

Request

Receive

Review

Approve

A Memorandum of Understanding has been drawn
between the Motlomobe Co-operative, Vumelana and the
Department of Rural Development and Land Reform – and
a service agreement between Vumelana and the advisory
team. The Memorandum of Understanding is awaiting
Departmental signature.
Contract

Payment 1

Payment 2

Payment 3

Next step
Agreements to
be signed.

Payment 4

Recover

Eastern Cape irrigation and sharecropping schemes
Qamata Agricultural Development
Approved

Province

Sector

Households

06/06/2013

E. Cape

Agriculture
Qamata is located near Mthatha in
the Eastern Cape Province. The
project aims to structure a
partnership with an investor to pilot
a commercial development on one of
the largest irrigation schemes in
South Africa.

Stage

Request

Receive

Review

Approve

Hectares

Investment

Jobs

Status

The project was approved in June 2013 subject to the
applicants finding a pilot site within the irrigation scheme to
pilot the introduction of a commercial investor. A site of
370 ha was identified but the tenure arrangements and
status of the beneficiaries could not be confirmed.
Contracting has been suspended pending the resolution of
these matters.
Contract

Payment 1

Payment 2

Payment 3

Under
negotiation
Next step
Advisors to
resolve land
ownership and
community
benefit or
identify a new
pilot site.

Payment 4

Recover

Lusikisiki Regional Agricultural Development
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

06/06/2013

E. Cape

Agriculture

300

250 ha

R30m

40

Under
negotiation

Lusikisiki is located 40km north of Port
St. Johns in the Eastern Cape Province.
The project aims to structure a
partnership between a community
trust and investors to undertake an
agricultural development by linking
small holder farmers to an agriprocessing hub.

Stage

Request

Receive

Review

Approve

The project was approved in June 2013 subject to the
applicants finding a site to pilot the introduction of a
commercial investor. Some 250 ha of land has been
identified in the vicinity of the Malangeni village near
Lusikisiki. The land is communal land owned by the
Department of Rural Development and Land Reform. The
community consists of 300 households. The advisors have
had difficulty clarifying the legal basis on which the land
can be made available for development. The Department
of Rural Development and Land Reform has clarified the
process and the way has been cleared for the development
of a partnership.
Contract

Payment 1

Payment 2

Payment 3

Next step.
Agreements to
be signed and
investor
mobilisation
process to be
initiated.

Payment 4

Recover
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Forestry sector
Eastern Cape and KwaZulu Natal community forestry schemes
Cata Forestry Development
Approved

Province

Sector

Households

Hectares

29/05/2012

E. Cape

Forestry

334

509 ha
R10.3m
21
This project is in the final stage of the development of
agreements for the registration of a company to expand the
community forestry operations by securing off-take and insurance
agreements and concluding a preference share agreement with a
financier for the financing of the project. All agreements were
submitted to the financier in June 2013. The form of the
preference share agreement was subsequently changed and
updated and management accounts and tree compartment lists
requested. The financier also asked for confirmation of the
Vumelana commitment of on-going support. All of the new
requirements have now been met and the project is due for
completion shortly.

Cata is located 95km
northeast of East London. The
project aims to structure an
agreement with investors to
develop 509 ha of commercial
forestry plantations of Wattle
for pulpwood and Pine for saw
timber.

Stage

Request

Receive

Review

Approve

Contract

Investment

Payment 1

Jobs

Payment 2

Status
In progress

Next step
Financier to
approve
preference
share
agreement.

Payment 3

Recovery

Umgano Integrated Forestry & Agriculture Projects
Approved

Province

06/06/2013

Kwa-Zulu
Natal

Stage

Request

Sector

Households

Forestry /
3 200
Agriculture
The Mabandla Community is located in
the UMzimkhulu bio-diversity area on
the farm Ntsikeni 510 which is 161km
southwest of Durban near Richmond.
The project aims to structure
partnerships with investors to establish
a diversified commercial operation
comprising forestry, farming, agroprocessing, a sawmill and an energy
generation plant (by recycling of
sawmill waste).
Receive

Review

Approve

Hectares

Investment

Jobs

Status

7000 ha

R82.9m

1 047

In progress

The project has been structured into two contracts. The first
for the sawmill and energy generation plant and the second
for the farming and agro processing activities. The sawmill
contract with the advisors was concluded in November 2013
and the project is under development. The farming and agroprocessing contract is due for conclusion in March 2014.

Contract

Payment 1

Payment 2

Payment 3

Next step
Financier to
approve
preference
share
agreement.

Payment 4
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Recovery

Tourism sector
Eastern Cape tourism lodges
Mkhambathi Nature Reserve - Phase I
Approved
19/10/2011

Province
E. Cape

Sector

Tourism

Households

Mkhambathi is 300km South
of Durban in the northern part
of the Eastern Cape. The
project aims to structure a
partnership between the
Mkhambathi Land Trust and
investors to develop tourism
lodges in the Eastern part of
the Mkhambathi Nature
Reserve.
Stage

Request

Receive

Review

Hectares

Investment

Jobs

Status

7 720 ha
R65m
100
Concluded
This project was approved in October 2011. A lease for the
construction of a 110 bed tourist facility was concluded with an
Next step.
The development will
investor and the Mkhambathi Land Trust, the Eastern Cape
begin once the EIA
Parks and Tourism Agency and the Eastern Cape Provincial
has been approved.
Government in February 2013. The agreement provides for a
Vumelana has
minimum lease fee and a variable lease fee, an option to the
approved a support
Trust to acquire equity in the operating company and
employment and SMME opportunities for the beneficiaries of
programme for the
Trust and appointed
the Trust. The investor has reimbursed the Vumelana advisory
a capacity building
fees. He is going through the approval process for an
provider.
Environmental Impact Assessment.

356

Approve

Contract

Payment 1

Payment 2

Payment 3

Payment 4

Recover

Mkhambathi Tourism Project - Phase II
Approved
06/06/2013

Stage

Province

Sector

Households

E. Cape
Tourism
356
A second phase of the Mkhambathi Tourism Project
focuses on the main camp which is on the Eastern
side of the Mkhambathi Nature Reserve where a
concession held by a non performing concessionaire
was cancelled and the Eastern Cape Parks and
Tourism Agency asked for support for the attraction
of a new investor.
Request

Receive

Review

Approve

Hectares

Investment

2 720 ha

Jobs

Status

50

In progress

R20m

The project was approved in June 2013. A service
agreement was signed with the advisory team. The
Mkhambathi Land Trust has signed the Memorandum of
Understanding with Vumelana and the investor
mobilisation process has started.

Contract

Payment 1

Payment 2

Payment 3

Next step
RFP to be
issued for
investors.

Payment 4

Recover

Double Drift Tourism Development
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

30/11/2012

E. Cape

Tourism

1151

13 000 ha

R50m

70

In progress

Double Drift is located 150km northeast of
Port Elizabeth, between Grahamstown and
King William’s Town in the Eastern Cape.
The project aims to structure a partnership
with investors to redevelop three lodges
and set up a tented camp to provide
overnight camping facilities.
Stage

Request

Receive

Review

Approve

The project was approved in November 2012. During the
contracting process it transpired that the CPA was not duly
registered and it was decided to delay contracting till the
CPA registration process was properly completed. The
Likayalethu Communal Property Association was finally
registered in June 2013. A Memorandum of Understanding
was signed with the CPA and the advisors in July 2013 and
the investor mobilisation process has started.
Contract

Payment 1

Payment 2

Payment 3

Next step
Advisors to
issue an RFP
and Bid
Evaluation
Committee to
adjudicate
proposals.

Payment 4

Recover

Dwesa-Cwebe Nature Reserve Project
Approved

Province

Sector

Households

30/11/2013

E. Cape

Tourism

2382

Dwesa-Cwebe is located 100km south
of Coffee Bay in the Eastern Cape
Province. The project aims to structure
a partnership with investors to
develop 70 beds in a range of facilities
including chalets, lodges and camping
facilities.
Stage

Request

Receive

Review

Approve

Hectares

Investment

Status

Jobs

3500 ha
R20m
120
The project was approved in November 2012. During the
contracting process it transpired that the CPA did not have
a proper constitution and was not duly registered.
Vumelana appointed an advisor to work with the CPA to
establish a constitution and secure registration. The Dwesa
Cwebe Communal Property Association was finally
registered in August 2013. An agreement was signed with
the advisors in September 2013.
Contract

Payment 1

Payment 2

Payment 3

In progress

Next step
Investor
proposals to
be secured.

Payment 4

Recover
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St Lucia lodges
Bhangazi Tourism Project
Approved
06/06/2013

Province

Sector

Kwa-Zulu Natal

Households

Tourism

556

Request

Receive

Review

Investment

5.06ha

Bhangazi is located in the iSimangaliso
Wetland Park which is 190km north of
St.Lucia in Kwa-Zulu Natal . The project
aims to structure a partnership with an
investor to develop a 60 bed light
footprint tourism lodge within the park.
Stage

Hectares

Approve

R25m

Jobs

Status

40

In progress

Next Step
Submissions
to be made to
potential
financiers.

The project was approved in June 2013. Agreements
between Vumelana and the Bhangazi Community Trust and
the iSmangaliso Authority and between Vumelana and the
advisory team have been signed. The advisors have started
the finance mobilisation process.

Contract

Payment 1

Payment 2

Payment 3

Payment 4

Recover

Qhubekani Mnqobokazi Tourism Project
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

30/11/2012

Kwa-Zulu Natal

Tourism

224

5 ha

R20m

30

Under
negotiation

Qhubekani Mnqobokazi is located in
Hluhluwe which is a 100km north of St.Lucia
in the Kwa-Zulu Natal Province. The project
aims to structure a partnership with
investors to develop a 30 bed lodge in the
iSmangaliso Wetland Park.

Stage

Request

Receive

Review

Approve

The Qhubekani Mnqobazi project was approved in
November 2012. It was agreed that Vumelana would not
contract with the Community and the advisors until site
selection was finalised. The advisors have now finalised site
selection in discussion with the community and the
iSimangaliso Authority. A potential investor has been
identified and the Vumelana contracting process is due for
completion by the end of March 2014.
Contract

Payment 1

Payment 2

Payment 3

Next step
Contracts to
be signed and
investor
mobilisation
process to be
completed.

Payment 4

Recover

Rocktail Bay Tourism Lodge
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

19/10/2011

Kwa-Zulu Natal

Tourism

248

1191 ha

R30m

55

Concluded

Rocktail Bay is located near St. Lucia in the
Kwa-Zulu Natal Province. The project aimed
to structure a partnership with investors to
develop a tourism lodge in the iSmangaliso
Wetland Park.

Stage

Request

Receive

Review

Approve

Contract

This project was approved in October 2011. Advisors were
appointed and a shareholders agreement was signed
between the Mqobela Trust and an established tourism
development company in 2012. The developer put the project
on hold because of financial difficulties arising from a flood at
one of its developments. There has been no further progress
since that time. The project is at risk of not proceeding.
Payment 1

Payment 2

Payment 3

Payment 4

Next step
Vumelana to
secure
formal
resolution
from
developer.
Recover
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Limpopo lodges

Balepye Tourism Development
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

30/11/2012

Limpopo

Tourism

494

9 000 ha

R4.5m

30

In progress

Balepye is located between the
Tzaneen and the Kruger National
Park, adjacent to the Hans
Merensky Nature Reserve and the
Eiland Resort.The project aims to
structure a partnership with an
investor to re-develop various farm
portions by consolidating farms to
form a single 9 000 ha area for
tourism and conservation
development. The project aims to expand the existing number of
luxury lodge beds from 50 to 100 beds.
Stage

Request

Receive

Review

Approve

The project was approved in November 2012 and
agreements signed with the Balepye Communal Property
Association and the advisors in January 2013. A potential
investor has been identified and a request for proposals
prepared and approved by the Bid Evaluation Committee.

Contract

Payment 1

Payment 2

Payment 3

Next step
Proposals to
be assessed.

Payment 4

Recover

Thornybush Nature Reserve Project
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

20/08/2013

Limpopo

Tourism

1615

938 ha

R10m

25

In Progress

The Thornybush Nature Reserve
is located 121km southwest of
Hoedspruit in the Limpopo
Province. The project aims to
structure a partnership with
investors to develop a 14 bed
eco-tourism lodge, targeted
primarily at the international
market.

Stage

Request

Receive

Review

Approve

This project was approved in August 2013. Agreements
have been signed with an advisory team and the Moletele
Communal Property Association to develop the tourist
lodge. An investor has been identified and proposals have
been referred to the Bid Evaluation Committee.

Contract

Payment 1

Payment 2

Payment 3

Next step
Agreement to
be signed with
investor.

Payment 4

Recover

North West and Mpumalanga lodges
Madikwe Game Reserve Project
Approved
20/08/2013

Stage

Province

Sector

Households

North West
Tourism
600
The Madikwe Game Reserve is located
100km north of Zeerust in the North
West Province. The project aims to
structure a partnership with investors to
develop a 40 bed lodge with traversing
rights for the whole of the Madikwe
Game Reserve. The project may be
developed as a 40 bed lodge or four 10
bed lodges depending on the investors
preference.
Request

Receive

Review

Approve

Hectares
16 000 ha

Investment
R22.5m

Jobs

Status

60

In Progress

This project was approved in August 2013. An agreement
has been signed with the advisory team and the
Barokologadi Communal Property Association has signed
the Memorandum of Understanding. A request for
investment proposals has been prepared.

Contract

Payment 1

Payment 2

Payment 3

Next step
Advisors to
issue the RFP.

Payment 4
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Recover

Sabi River Safari Lodge
Approved

Province

Sector

Households

19/10/2011

Mpumalanga

Tourism

2000

The Cork Farm is located 100km north of
Nelspruit in the Mpumalanga Province. The
project aims to structure a partnership with
investors to develop a 4 star, 100 bed
tourism lodge on the banks of the Sabi
River.

Stage

Request

Receive

Review

Approve

Hectares

Investment

Jobs

Status

9 ha

R17m

65

Concluded

This project was approved in October 2011 and advisors
appointed and Memorandum of Understanding signed
with the Cork Development Trust in January 2012. An
agreement was entered into with an investor in May
2013. The partnership process has been successfully
concluded but the development is dependent on zoning
approvals from the local municipality. The Municipality
has frozen all approvals while it amends its procedures.
Contract

Payment 1

Payment 2

Mala Mala Game Reserve
Approved
06/12/2013

Province

Tourism

Households
400

The Mala Mala Game Reserve
covers some 13 000 ha close to
the Kruger National Park. The
project aims to structure an
agreement to manage, market
and operate the Mala Mala
property which was restored to
the community in 2013.

Stage

Request

Receive

Recover

Advisors: DB / Lima / Webbers

Sector

Limpopo

Next step
Investor to
secure zoning
rights and
proceed.

Review

Approve

Hectares
13 184 ha

Investment
R60m

Jobs

Status

150

In Progress

This project was approved in December 2013 and an MOU
was signed with the N’wandlamharhi Communal Property
Association and the Department of Rural Development
and Land Reform. Advisors were appointed in January
2014 to facilitate the structuring of an agreement to
manage, market and operate the lodge. Advisors were also
appointed to help the community to develop appropriate
organisation arrangements for the management of their
affairs.
Contract

Payment 1

Payment 2

Songimvelo Game Reserve

Payment 3

Next step
Proposals for
the
development of
the CPA and
operating
entities to be
prepared.
Management
agreements to
be negotiated.

Payment 4

Recovery

Advisors: DB / Lima / Webbers

Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

06/12/2013

Mpumalanga

Tourism

2 578

31 000 ha

R25m

66

In Progress

Songimvelo Game Reserve lies
100 km south of the town of
Barberton and is the largest
provincial game reserve in
South Africa . The project aims
to establish partnerships with
investors that will develop
tourism lodges.
Stage

Request

Receive

Review

Approve

This project was approved in December 2013 and advisors
appointed and MOU signed with the Ekuphileni Kwesive
Songimvelo CPA in February 2014. The first funding
tranche for the advisory services and organisational
development support has been paid.

Contract

Payment 1

Payment 2

Payment 3

Next step
Investor
mobilisation
process to be
completed.

Payment 4

Recover
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Energy sector
Northern Cape solar energy projects

Metsimatala Solar Farm
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

29/05/2012

N. Cape

Energy

550

117ha

R900m

80

In Progress

The Groenwater Community is
located 27km northwest of
Postmasburg in the Northern
Cape Province. The project aims
to structure an agreement with
investors to develop a solar
plant with a combined capacity
of 80MW.
Stage

Request

Receive

Review

Approve

The Project was approved in May 2012 to enable the
Groenwater Communal Property Association to participate
in a bid to the Department of Minerals and Energy for the
establishment of a solar plant on land owned by the
Community. The bid was submitted in August 2013. Final
contract award by the Department of Energy is expected in
the first quarter of 2014.

Contract

Payment 1

Payment 2

Payment 3

Next Step
Advisors to
track award of
bids by
Department of
Energy.

Payment 4

Recover

!Xun Khwe Solar Project
Approved

Province

Sector

Households

Hectares

Investment

Jobs

Status

29/05/2012

N. Cape

Energy

1200

176 ha

R2bn

143

In Progress

!Xhun and Khwe or the Platfontein
Community, is located 21km west of
Kimberley in Northern Cape
Province. The project aims to
structure an agreement with
investors to develop a 75MW solar
Photovoltaic plant, and a 100MW of
Concentrated Solar Power in the
Platfontein area.
Stage

Request

Receive

Review

Approve

The Project was approved in May 2012 to enable the
Groenwater Communal Property Association to participate
in a bid to the Department of Minerals and Energy for the
establishment of a solar plant on land owned by the
Community. The bid was submitted on 19 August 2013.
Final contract award by the Department of Energy is
expected in the first quarter of 2014.

Contract

Payment 1

Payment 2

Payment 3

Next Step
Advisors to
track award of
bids by
Department of
Energy.

Payment 4

Recover

Skeifontein Solar Farm
Due

Province

Sector

Households

Hectares

Investment

Jobs

Status

06/06/2013

N. Cape

Energy

100

300 ha

R75m

20

Under
negotiation

The Skeifontein Farm is located
20km south of Postmasburg in the
Northern Cape Province. The
project aims to structure a
partnership between the
Skeifontein CPA and investors to
develop the first phase of a
photovoltaic power plant.
Stage

Request

Receive

Review

Approve

This project was approved in June 2013 for support subject
to the applicant being invited to submit a bid following its
submission of an expression of interest to Anglo American
to supply solar energy to the Kolomela mine outside
Postmasburg in the Northern Cape. A decision is awaited
from Anglo American.

Contract

Payment 1

Payment 2

Payment 3

Next step
Advisors to be
contracted if
CPA and
partners
invited by
Anglo
American to
bid.

Payment 4

Recover
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Creating community
private partnerships

What is a community private partnership?
How does the CPP Model work?
How do commercial partnerships work in
practice?
Forestry development with a big impact
An agriculture based community private
partnership
A tourism development with the potential
to transform a poor community
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3. Creating community private partnerships
What is a community private partnership?
Partnerships

A partnership is an arrangement in which two or more individuals or organisations agree to co-operate to
advance their interests.

The 3 R’s

The 3 R’s of the partnership building process are concerned with striking an appropriate balance in respect
of the manner in which the partners share Resources, Risks and Rewards.

CPPs

Community private partnerships (CPPs) are established between communities that acquire access to land
under the land reform programme and private parties. Typically the communities bring their land and
labour and the private partner brings capital and skills to the partnership.





CPPs differ from management agreements in so far as the partners share
the risks and the rewards. In management agreements the land owner
typically caries all the risk and the private manager earns a fee whether or
not the venture succeeds.
They also differ from typical joint ventures that demand 50:50
shareholding and risk taking. CPPs are based on an assumption that the
partners are unlikely to be equally capable of carrying risk and that the
balance of risks, resources and rewards must be negotiated in the context
of the particular circumstances of each case.

How does the CPP model work?
Contracts

CPP contracts are structured to ensure that the partners are able to meet their
obligations and exercise their rights in a manner that supports the profitable
operation of the business venture they enter into. Typically the structuring of
these contracts requires the parties to answer the following questions:

Term: What is the duration of the contract?
Rate: How much rent does the business pay to the community? How much of the profit
Shares:
Investment:
Skills transfer:
Management:
Employment:
Transfer:

made by the business must be paid to the community?
Who owns the shares in the business? Does the community own shares from the
outset or can it acquire shares in future?
How much money will be invested in the development, running and maintenance
of the property? Who will provide that capital?
What training programmes will the private investor provide for the community
and for how long?
Will the partnership provide opportunities for the community to get involved in
the running of the business?
What will be the policy to ensure that members of the community have the
opportunity to obtain jobs in the business and develop SMMEs?
How will the business be transferred to the community when the contract ends?
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How do commercial partnerships work in practice?
Forestry development with a big impact

Background

Cata is a village 120km from East London. It takes its name 'add a little bit', from
the many small river tributaries nearby. In the 1960s the residents were forced
out of the area as part of the then government’s 'betterment planning' scheme.
The people involved lost their farms and were forced to live in demarcated
residential zones. In 1998 a claim was made for the restitution of the land under
the democratic government’s land reform programme. A Settlement Agreement
signed in October 2000 provided some R32 000 for each of the 364 beneficiary
families and some R5m was placed in a development fund for the economic
development of the wider Cata Community.
The Cata Communal Property Association (Cata CPA) was formed in 2004. It
administers the development fund. The Border Rural Committee (BRC), a local
NGO, helped the CPA to develop and implement a plan to improve
infrastructure (community hall; school classrooms; library; roads), agriculture
(irrigation scheme; gardens), forestry (wattle and pine; holding nursery) and
tourism (museum; chalets) facilities.

Vumelana
support

The Cata CPA formed the Sithe Forestry Company (SFC) and in 2012 approached
Vumelana for support to negotiate the raising of capital and securing of off-take
agreements to extend the plantations it had under management by some 500
hectares. Vumelana agreed to fund the Border Rural Committee to help the Cata
CPA to negotiate funding and off-take agreements.

Project
partners

The Industrial
Development Corporation
(IDC) was approached for
R10.3 million to finance
the expanded forestry
operation through the
issue of preference shares
by the Sithe Forestry
Company (SFC). BRC
agreed to provide financial,
business, and
administrative support to
the company and Fractal
Forestry (a community
forestry support company)
agreed to provide technical
assistance and managerial
support.

Project
Partners

Contribution

CCP A

509ha (CCPA may in future invest further
from its own res ources into SFC)

BRC

Approximately R50 000 for services in
2012, but B RC has been involved in the
affairs of Cata village since before the
Res titution Sett lement Agreement – BRC
assisted in lodging the land claim, and
currently manage various projects on
behalf of CCPA

Fractal
Forestry

R150 000 for the development of s ales
agreements; ho wever FF came to Cata to
provide technic al assistance for an
existing plantation, and has been
providing on-go ing s upport s ince then

VAF

R150 000 for the conclusion of
outstanding agreements with the IDC and
potential off-take partners

IDC

R10.3million capital loan

All of the agreements required for the development have been concluded. The
IDC is expected to take up the preference shares as soon as they have
completed the necessary administrative work.
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Results chain

Impact

A draft results chain for the Cata forestry project is shown below

The preliminary cost benefit analysis estimates the net present value1 of the project –
to the Cata community over the next 20 years – to be approximately R5.9 million.
The benefits of the project to the community are primarily through direct salaries
(excluding management salaries) and the value of the standing trees. The community
will also receive annual rental fees and training.
The value of the plantations is expected to increase from R1.9 million presently to
R15million in 2031. Over 20
Split of Benefits Received by the Community
years, the project will also
create 21 permanent jobs of
which 20 are expected to be
Rental fees
local. Based on a minimum
2%
wage, approximately
38%
R500 000 will be paid in wages
Direct, salaries
each year.
(exc. mgt)
The analysis does not include
benefits from dividends as this
information was not available
at the time the independent
assessors conducted the
assessment.

2%

58%
Training
received by
lodge staff

1

The difference between the present value of cash inflows and the present value of cash outflows over an
agreed period. In the projects described here typically 20 years at a discount rate of 10% and tax rate of 28%
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An agriculture based community private partnership

Background

The Moletele Community of 1 615 families has claims on some 70 000 Hectares in
the Hoedspruit area of Limpopo. The claims were gazetted in 2004. The first farms
were acquired in 2007 and the Moletele Communal Property Association (MCPA)
was registered.
Initially supported by the Business Trust, the CPA has entered into a number of
commercial partnerships to manage and operate the farms on its land which like
much of the Hoedspruit area benefits from good soil, water and climatic
conditions for mango and citrus production.
The CPA had tried for some time to develop a cluster of fruit farms covering 151
hectares. Only 63 hectares were under cultivation, despite the availability of full
irrigation rights. The orchards were ageing and there was a sub-optimal mix of
cultivars and poor economies of scale. Management costs were high and
commercial viability uncertain.
An initial attempt to set up a joint venture with an investor failed when the
government grant earmarked to finance the community equity participation did
not materialize. A subsequent attempt to create a strategic partnership with a
manager to run the farms was also unsuccessful because the operator was unable
to raise the capital needed for investment. The farms faced an uncertain future.
The jobs of the 44 people employed on the farm were under threat.

Vumelana
support

In 2012 the CPA asked Vumelana for support to find an investor to develop the
farms. An advisory team was appointed. Four potential investment partners were
identified who were already active in fruit farming and keen to expand their
operations.
After running a competitive
bidding process which set out the
desired benefits for the
Association, including rental
payments, equity sharing options
and employment and wages, a
Build-Operate-Transfer (BOT)
agreement was entered into
between the CPA and a private
farming company. This was based
on planting 115 hectares of new
orchards, repairs to the bulk water
supply, the replacement of irrigation infrastructure, fixed investment of just over
R10m and annual operating costs of R7m per annum.
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Potential
Impact

Split of Benefits Received by Community
1%

4%
23%
14%

Lease fee

2%

Direct, salaries (exc. mgt)
Indirect - salaries supported (exc. mgt)
Training received by farm staff
Dividends from shares
Value of shareholding in year 20
56%

……………………………………………………………………………………………………………………………….
.An early stage cost benefit analysis was undertaken to quantify the most
significant socio-economic benefits arising from the project and to set a
comparative baseline for impact tracking over time. It shows a net present value
(NPV) of the project to the community over the next 20 years of approximately
R19m. The most significant benefit is expected to be in the form of employment
(wages estimated to be worth R10.7m in net present value terms over 20 years).
The project will secure the existing jobs on the farm and generate additional
employment as more land is brought under cultivation. Lease fees to the
Association are expected to amount to around R4.4m in NPV terms, and include a
guaranteed minimum lease fee.

Initial modelling suggests similar benefits for the community and the investor.
(For every R1 000 of benefit received by the community the investor will receive
R1 100). The project will also generate significant tax revenues for the
Government.
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A tourism development with the potential to transform a poor community

Background

Mkhambathi Nature Reserve is situated on the coast of north-eastern
Pondoland, in the Eastern Cape. It lies between Port Edward and Port St Johns.
The Reserve which covers an area of 7 720 hectares is part of the Pondoland
Centre of Endemism, one of 235 “environmental hotspot” sites identified worldwide as being critically important for global biodiversity.
In 1922 people were moved out of the
area and a leper colony and hospital
was established on 18,000 hectares of
rolling coastal grassland. When leprosy
was cured, the facility became a TB
hospital. Then in 1977 a third of the
18 000 hectares was proclaimed as a
provincial Nature Reserve.
The Mkhambathi communities
comprise some 40 000 people in seven
villages in the vicinity of the
Mkhambathi Nature Reserve. Three
hundred and twenty six households
launched a land claim over part of the
Nature Reserve in 1994 under the
auspices of 7 Communal Property
Associations.
Their land was settled in October 2004 and the seven CPAs were constituted
into the Mkhambathi Land Trust (MLT). The land settlement was on condition
that the communities would maintain the Mkhambathi Nature Reserve as a
conservation area and enter into a co-management arrangement with the
Eastern Cape Parks and Tourism Agency (ECPTA) for the management of the
Reserve. Today the Mkhambati Land Trust owns 18 000 hectares in the Reserve
as well as land adjacent to the Reserve.

Vumelana
support

Early in 2012, Vumelana appointed a team to facilitate an agreement between a
tourism development company, the Mkhambati Land Trust and the ECPTA to
develop properties in the northern part of the Reserve. The agreement provides
that the developer will lease a portion of the Reserve, fence it and develop 110
beds at two beach locations at a cost of not less than R65m. Lease agreements
for the development of the facilities have been concluded and an environmental
impact assessment is under way.
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Potential
impact

The Trust and the ECPTA
will receive R150 000 pa
Split of Benefits Received by Community
base rental (increasing
(NPV, exc. share purchase)
annually) plus 9% of
Lease fee and signatory
turnover. This will be
payments to Trust
0%
split 66.6% MLT and
5%
8%
Direct, salaries (exc.
33.3% ECPTA. The
30%
mgt)
distribution of benefits
20%
to the broader
Local food value chain
Mkhambati community
will be the responsibility
15%
22%
Excursions (assumed
of the Trust. In addition
subcontracted to
to the income from rent
community)
and turnover
approximately 70 jobs
will be created (40 through direct employment at the lodge, and the rest
generated indirectly. There are also significant SME opportunities as a result of
the project including crafts, additional accommodation, tourist activities (horse
riding, guided tours, etc.) and the provision of supplies to the lodges (fresh
vegetables, laundry services etc.). Further public benefits might include
improved roads and facilities, and the general crowding in of investment into
the area.
The cost-benefit analysis shows
potential benefits for the
community are derived
predominantly from lease fees
and salaries. In addition the
community will benefit from
training, food supply and income
earned from guiding and
excursions.
A range of additional benefits
would be available to the
community through the demand
created for other services (not
included in the initial cot benefit
analysis) such as cattle breeding,
vegetables, transport and security.
The establishment of ancillary businesses would require additional discretionary
funding which the investor is trying to secure.
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Supporting communal
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The potential and challenges of communal
property institutions
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4. Supporting communal property institutions
The potential and challenges of communal property institutions
The participants in the land reform programme can hold property in a number of
Common
organisation forms. These include Communal Property Associations (CPAs), Trusts, Nonproperty
institutions Profit Companies, Close Corporations and Cooperatives. CPAs and Trusts are the most
common form of land holding entity for land reform projects. In 2013 it was estimated that
some 1341 CPAs and a similar number of land holding Trusts had been registered since
19942.

Potential

The land reform programme transfers assets to the poor. This ought to provide a pathway
out of poverty for the communities involved. But to do that the land transferred must retain
or enhance its productivity and the institutions that administer the assets must do so
effectively and in the interests of their members.
As the custodians of new community assets, communal property institutions (CPIs) thus have
the potential to become centres of local economic development if arrangements can be
made to retain the productivity of the land they own and to build their ability to govern and
administer their affairs. If those requirements are not met assets are destroyed, jobs lost and
poverty deepened.

Challenges

Participants in the land reform programme are thus required to manage some form of
common property institution (CPI). These face the inherent challenges of incentivising
individuals to work in the common interest and of creating sufficient authority to hold the
group together and protect its rights. They also, typically have limited resources, few
sanctions for non compliance with administrative requirements and little incentive to do so.
The CPA Act requires CPAs to hold an annual general meeting and submit basic information
to the Director General of Rural Development and Land Reform. The information required
includes the names of committee members, AGM minutes, a schedule of dealings in land
and financial statements. However most CPAs are unable to comply with these basic
requirements. For example, a survey done by the Department in 2010 showed that fewer
than one third held Annual General meetings and only 59 of nearly 900 CPAs reviewed had
financial statements.

2

DRDLR report to Vumelana Workshop on Communal Property Institutions: March 2013.
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Supporting CPIs involved in commercial partnerships
Two
programmes

Commercial partnerships between land holding communities and private investors cannot
be sustained unless the parties to the partnership are able to administer their affairs
effectively.
Vumelana’s work is thus divided into two main programmes:

The Transaction Advisory Services (TA) Support Programme; and

The Communal Property Institution (CPI) Support Programme.
The first programme is designed to support the provision of advisory services to CPIs and
investors to conclude community private partnerships (CPPs). Ultimately it aims to create a
market of independent advisors structuring CPP deals on a fee basis.
The CPI Support Programme is designed to support the development of well governed CPIs
by applying the fees recovered from deals concluded under the TA Support Programme to
strengthen the CPIs involved in those deals. Ultimately the aim is to enhance the
governance and administration of CPIs by, among other things, creating a market of
service providers to serve these organisations.

CPI
development
logic

Logic models are produced for the development of CPIs prior to contracting service
providers to provide governance and administrative support. These are developed to take
into account the circumstances of each community and its organisation and development
requirements. A generic form of such a model is shown below.

Increased income/benefits for CPI
community members

Income from signed CPPs / CPP
Operating Company(ies) is paid to
CPI
Relevant portions of restored
land operating more
productively generates an
income

CPI progressively funds its own
management costs as it earns income
from the transaction(s)

CPI provides land, labour and usable existing fixed
assets on a continuous and sustainable basis
Effective governance and administration of the
restored land by the CPI

CPP Operating Company(ies)
established and operational

CPI Adviser develops accountability
and transparency in CPI’s
relationship with its members

CPI management structure operates more
effectively with improved governance and
administration processes

CPI Adviser develops governance
procedures and structures for the
CPI

CPI Adviser develops administration
procedures and systems for effective
operation of the CPI

CPI Adviser undertakes (or confirms) CPI
Assessment and identifies priorities and
work plan based
Vumelana enters into MoU with CPI
defining the roles and obligations of
CPI and CPI Advisor
Inputs

Support Phase
(Outputs)

Operational Phase
(Outputs)

Vumelana enters into a
Service Level Agreement with
the CPI Advisor
Business

Community
(Impact)
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CPI
assessment
tool

An assessment tool has been developed to guide the assessment and support of CPIs. It
focuses on 5 dimensions of CPI Governance and management. The purpose of the tool is to
identify those areas requiring support and then to track the impact of the support
provided. Summary criteria and focus areas are shown below.
No
A

CPI Governance

Weight & Sub-weight
Allocations
Weight

0%

Score

Ranking
0-4

5-7

8 - 10

1.1

CPI Governance: Constitution

Sub-weight

0%

10.0

Unaccept.

Needs
support

Good

1.2

CPI Governance: Membership

Sub-weight

0%

10.0

Unaccepta
ble

Needs
support

Good

10.0

Unaccepta
ble

Needs
support

Good

10.0

Unaccepta
ble

Needs
support

Good

10.0

Unaccepta
ble

Needs
support

Good

10.0

Unaccepta
ble

Needs
support

Good

Needs
support

Good

1.3
1.4
B
2.1
C
3.1

CPI Governance: Annual General Meeting
CPI Governance: Policies
CPI Membership Services
CPI Membership Services: Benefits and Reporting to Members
CPI Financial Management Services
CPI Financial Management Services: Systems

Sub-weight

0%

Sub-weight

0%

Weight

0%

Sub-weight

0%

Weight

0%

Sub-weight

0%

3.2

CPI Financial Management Services: Financial Performance

Sub-weight

0%

10.0

Unaccepta
ble

3.3

CPP Financial Management Services: Financial Performance

Sub-weight

0%

10.0

Unaccepta
ble

Needs
support

Good

Weight

0%

1.0

Unaccepta
ble

Needs
support

Good

10.0

Unaccepta
ble

Needs
support

Good

D
4.1
E
5.1

Differing
capacity and
needs

Measure

CPI Administration
CPI Administration: Established Offices
Social Cohesion
Community/Group Cohesion

Sub-weight

0%

Weight

0%

Sub-weight

0%

The application of the tool to four cases shows the different governance and management
profiles and where support is needed. The top two in the examples shown below apply to
relatively mature CPIs that have benefitted from support and the second two to CPIs that
have recently concluded investment deals where support has yet to develop.
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Incentivising good governance
The
governance
challenge

The low level of governance and administrative capacity in CPIs is a result of limited
resources and the absence of incentives (or sanctions) for compliance with legislative
and other requirements. The effective governance of these bodies poses a number of
issues for communities that are often first time land owners that have to resolve
complex problems facing common property institutions.

The Vumelana
Governance
Award

Vumelana will launch an award in 2014 to incentivise good corporate governance by
CPIs in general (not only those associated with Vumelana supported transactions.)

Focus

Initially nominations will be considered from organisations that have benefitted from
the land reform programme and are registered under:

The Communal Property Associations Act No. 28 of 1996, or

The Trust Property Control Act 57 of 1988.

Awards

Awards will be made to organisations that best demonstrate good governance practices.

First prize R300 000

Second prize R200 000

Third Prize R100 000

This award is designed to encourage the adoption of good governance practices by CPIs:

Ensuring that the body is properly constituted – with an approved constitution,
membership register and approved policies and procedures.

Producing management accounts and audited annual financial statements.

Having the capacity to administer the property and other resources under its
control through an effectively organised and managed office.

Maintaining effective social cohesion among members by among other things
effective and consistent reporting to members via an AGM and other means.

Nominees will be required to provide a motivation referring to examples of the CPI’s
governance achievements. They will also have to set out how they will use the award to
improve governance, organisation and management.

Launch

The award will be launched on 28 March 2014. It will, Initially, be open to all CPA’s and
Trusts. Short listed nominees will be assessed by independent assessors and three
awards made. They will go to the CPIs with the best demonstrated record of good
governance and the best ideas for improving governance and administration in the
future. A simple application form is available in hard copy and online at
www.vumelana.org.za.
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Learning, sharing and acting together
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5. Encouraging a community of practice
The idea
What is a
community of
practice?

A community of practice (CoP) is a group of people who share a craft or a profession. The
group can evolve naturally because of the members' common interest in a particular
domain, or it can be created with the goal of gaining knowledge related to their field. It is
through the process of sharing information and experiences with the group that the
members learn from each other, and have an opportunity to develop themselves
personally and professionally3.

The idea of a
community of
land reform
practitioners

The idea of a community of practice of individuals and organisations working to support
the land reform process emerged at a Vumelana workshop hosted by Vumelana in March
2013. The workshop focussed on the challenge of building viable communal property
institutions (CPIs). There were 3 inputs to the conversation: Background on Vumelana
and its thinking about CPI support; A description of the challenge by the Department of
Rural Development and Land Reform; and presentations from 6 organisations working
with land holding communities. The individuals and organisations from inside and
outside government all showed a high level of commitment and skill. The conversation
underscored the difficulties associated with work in this area especially for those wanting
to do more than present a critical analysis of the many policy and institutional
shortcomings.

3

Communities of practice are not new phenomena: this type of learning practice has existed for as long as people have been learning and
sharing their experiences through storytelling. Jean Lave and Etienne Wenger coined the phrase in their 1991 book, 'Situated learning'
(Lave & Wenger 1991), and Wenger then significantly expanded on the concept in his 1998 book, 'Communities of Practice'
(Wenger1998)http://en.wikipedia.org/wiki/Community_of_practice

37

Purpose and membership
Purpose

While communities of practice (CoP) may serve different purposes from building relations
to working together and producing new knowledge, Vumelana’s initial purpose in trying to
initiate a land reform CoP is to enhance learning and the development of good practice.
Following the ideas developed by Darren Cambridge et al we hope that this can be done by
building relationships and helping practitioners to learn together, act together and share
knowledge.

The members The CoP will be open to all who have an interest in a fair and productive land dispensation.
We hope that in particular practitioners (inside and outside government) will participate.
of the
We also hope that as communities begin to manage their property portfolios they will find
community
this useful and that researchers and academics will share their insights.

We realise that communities of practice are dynamic social structures that require
“cultivation”. We will try to foster and support this. But ultimately, the members of the
community will define and sustain it over time4.

Building
relationships

We hope to encourage relationships of trust, mutual respect and reciprocity among
members and a willingness to share ideas and information. We realise this is not easily
done. Some practitioners in private practice will want to protect their intellectual property
rather than share it. Government officials are bound to be cautious about sharing ideas
that might have policy or political consequences. But our experience to date has been that
even the most basic information required for developing sound partnerships could be
shared. This might include information on:

building relationships with communities;

learning how to put communities at the centre of the decision making process in
negotiating CPPs with investors;

creating a good RFP for investors;

negotiating a sound contract; and

extracting value for communities in terms of jobs, enterprise training opportunities
and share holding.

Learning, sharing and acting together
Learning and
developing
good practice

4

We will support the development of good practice by producing documents and tools like
the CPI assessment tool and specimen agreements such as co-operation agreements with
communities, terms of reference for Community Bid Evaluation Committees, RFPs for
investors and CPP frameworks. We will also set up information exchanges and learning
experiences such as the communal property institution workshop held in 2013 and the
2014 community of practice meeting.

Community of Practice Design guide: Darren Cambridge, Soren Kaplan, and Vicki Suter
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Sharing
perspectives
on new
knowledge
and
approaches

While the focus will be on practice and especially practice related to community private
partnerships, the CoP programme will also contribute to enhanced understanding of the
ideas and policies that drive the land reform process. Officials are often required to craft
state policy that will have a direct impact on communities, investors and the land
development market without the benefit of a collegial context in which ideas can be tested
with colleagues who operate in the worlds affected by their actions.
Similarly private practitioners are starved of access to information on state policy and
thinking. For example there has been a flurry of concerned comment about policy
proposals that have emerged over the last two years, but little opportunity for the drafters
of the ideas to engage with private practitioners on their intentions. At a practical level
even seasoned practitioners find it difficult to understand public procedures, for example,
when seeking to support development on communal land.

Acting
together

Vumelana will continue to
enable practitioners to act
together. Over the last two
years Vumelana has
started to work with
increasing numbers of
transaction advisors and
CPI support teams.
We would like to find
opportunities for advisors
with different skills to work
more with one another in
the future and for
experienced advisors to
take less experienced
advisors into their teams to
widen knowledge and
skills.
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6. Building a viable organisation
Viability and relevance
Viability

Vumelana must be relevant to communities, investors, advisors, the government and
funders, if it is to be viable. It must also be effective in the way it pursues its objectives and
it must be able to renew and make efficient use of the resources at its disposal. In the first
instance, Vumelana must show that fair and sustainable commercial partnerships can be
established for communities that participate in the land reform programme.

Relevance

Relevance is concerned with the extent to which Vumelana’s activities are suited to the
priorities of its key stakeholders.






The relevance of the Vumelana model to the Government land reform programme
has been underscored by the Governments’ positive response to the Vumelana
model. The ultimate test of this will be whether the quality and quantity of
investment partnerships increases.
For investors, Vumelana must show that risks can be reduced and that the benefits
of Vumelana supported transactions outweigh the costs. To date four Investment
deals have been concluded and 30 projects have been approved where the
promoters believe there will be investor interest.
Communities have a clear need for independent, systematic and professional
advice. Vumelana aims to be more pro-active in identifying communities with the
best prospect of concluding commercial partnerships. Research has been
commissioned into communities with substantial claims on high value land.

Efficiency, effectiveness and impact
Efficiency

Efficiency measures the output and impact in relation to the inputs:
For Vumelana, the inputs are the costs of:

finding, assessing and approving good projects;

appointing, managing and monitoring advisors to structure commercial
partnerships with investors;

appointing managing and monitoring specialists to work with communities to
improve organisation, governance and management; and

resourcing, governing, managing, evaluating and communicating the work of
Vumelana.
The outputs are:

investment contracts between communal property institutions and investors
(community, private partnerships); and

policies, procedures, systems and facilities required by CPIs to ensure good
governance and effective management.
Total operating costs since inception amount to R16.1m and the value of investment deals
signed is R122m giving a ratio of operating cost to investment value of 13.2%
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Effectiveness

Effectiveness measures the extent to which Vumelana is able to attain its objectives. The
core objective is to demonstrate that communities in the land reform programme can
establish partnerships with investors that are commercially sustainable and socially
impactful. Vumelana plans to support the conclusion of 50 such partnerships to the value
of R1bn that create 3 000 jobs by 2017.
Projects approved to date have the potential to attract R640m investment and create
some 2 500 jobs. Four partnerships already concluded are worth R122m and will create
251 jobs.

Impact

Impact can be judged by assessing the positive and negative changes produced by
Vumelana’s actions.
At the project level the cost benefit analysis conducted by independent assessors shows
positive returns for investors and communities in respect of deals concluded to date. There
have also been early positive signals of wider impact. Government has shown an interest
in more systematically developed commercial partnerships. The investors we have started
to work with seem to value the support Vumelana provides and the potential for
expanding advisory services has also been shown.

Financial sustainability
Sustainability Vumelana was
established by a grant
of just over R100m
from the Business
Trust. The business
model is based on the
financing of advisory
services to structure
agreements between
communities and
investors. If
agreements are struck
the cost of the
advisory services are
recovered from
investors and
reapplied to support
the communities. Vumelana thus reduces the risks for the parties involved. It is assumed
that 30% of the deals supported will not succeed and that 50% of the communities
supported will require at least two years of support after a deal is done. The net effect is
that every agreement supported by Vumelana costs the organisation between R600 000
and R800 000 in fees paid to independent advisors and significantly more than that if all
costs are taken into account. Thus the available funds will gradually be depleted. The rate
at which the funds are depleted increases to the extent that advisory fees are not
recovered and the cost of community support escalates. On the current model the fund
would have to be replenished to be sustained.
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Financial
position.

A company was acquired to establish Vumelana in 2011. Staff members were appointed
and the company become operational on 1 April 2012. The finances of the organisation at
the end of the first full operting year (30 June 2013) were sound. A summarised statement
of financial position is shown below.

STATEMENT OF FINANCIAL POSITION

Managed funds
Cash and cash equivalents
Fixed assets
Receivables
TOTAL ASSETS
Equity - retained income
Accounts payable
Deferred revenue
TOTAL EQUITY AND LIABILITIES

Notes
1
2

3

13 Months to
30 June 2013

Period to
31 May 2012

111 084 310
2 246 830
299 297
420 000
114 050 437

112 986 092
2 079 868
261 810
1 358 715
116 686 485

113 079 018
1 070 014
1 405
114 150 437

114 634 830
893 939
1 157 716
116 686 485

1 721 454
1 191 886
1 626 316
6 498 217
4 917
16 860
11 059 650

117 000 000
1 145 759
1 102
1 600
118 148 461

-12 615 462

-3 513 631

-1 555 812

114 634 830

64 745 360
46 393 227

112 986 092

5 104 991
1 393 226

1 145 759
-

STATEMENT OF COMPREHENSIVE INCOME
Founding donation from Business Trust
Grant income
Recovery of transaction advisory fees
Investment income - managed funds
Investment income - cash and cash equivalents
(Loss) / profit on sale of fixed assets, insurance claim
TOTAL INCOME

3
4

OPERATING EXPENDITURE
(DEFICIT) / SURPLUS FOR PERIOD

Notes
1
2

3
4

The company was registered on 24 January 2011
and became fully operational on 1 April 2012.
Managed funds include
- money market funds
- equity linked investments maturing 2013 - 2017
Deferred revenue and grant income relate to funding
received for designated purposes.
Investment income on managed funds includes
- interest on money market funds
- income & appreciation on equity linked investments
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