
CITY CAPITAL SA PROPERTY HOLDINGS LIMITED 

“the Company” 

NOTICE TO SHAREHOLDERS 

ARBITRATION AWARD 

 

The board regrets to announce that retired judge Fritz Brand, acting as arbitrator of the loan 

disputes between the Company and Dividend property and holding companies, has issued an award 

against the Company.  The entire award has been uploaded on the Company website.  

The arbitrator found in favour of the Company with regard to the first defence of the defendants 

that the Money Lending Agreement was void as a result of the non-disclosure to the Dividend 

shareholders of the conflict of interest that former directors Van Zyl and Wessels had, when entering 

into the agreement.  He held that the agreement was voidable and that the agreement could not be 

cancelled because of the long period of time that had elapsed. 

The arbitrator found against the Company with regard to the second defence of the defendants that 

the Money Lending Agreement was illegal for reasons of fraud.  The arbitrator held that the Money 

Lending Agreement was illegal because of the power imbalance between the Company and the 

Dividend property companies and the onerous terms of the Money Lending Agreement. 

The board is concerned that this finding is incorrect for the following reasons: 

1. The Money Lending Agreement did not contain terms that were onerous to the Dividend property 

companies: The interest rate was not excessive, there were no onerous terms of repayment and 

there was no requirement to pay interest on a monthly basis, 

2. The Company itself was prejudiced as excessive loans were provided without adequate security to 

protect the interests of the shareholders of the Company,  

3. Directors of the Dividend property companies that replaced Van Zyl and Wessels affirmed the 

Money Lending Agreement and signed similar loan agreements with Klinostat Properties (Pty) 

Ltd, 

4. Shareholders of the Dividend holding companies approved property management and 

administration agreements, similar to those with Capital Investments (Pty) Ltd and Capital 

Investments Properties (Pty) Ltd, with Avoprop (Pty) Ltd after the resignation of Van Zyl and 

Wessels, and 

5. This finding is not supported by the undisputed evidence that was provided at the arbitration 

hearing.   

The arbitrator did not consider the merits of the third defence of the defendants that the loans had 

prescribed.  Substantial evidence had been provided by the Company at the arbitration that the 

subsequent directors of the Dividend property companies had, on many occasions, acknowledged 

and affirmed the loans from the Company.  



The board has consulted its attorneys and advocates to consider whether an appeal should be filed 

against the award.  A decision has been taken to first obtain a legal opinion, as to whether an appeal 

would be successful, from a senior advocate who has had no prior involvement with the Company or 

any of the Dividend property companies. 

The board is confident that, although this award, if uncontested, will adversely affect cash flows in 

the short term and reduce the net asset value of the Company by approximately 12 to 15 cents per 

share, it will not lead to the insolvency of the Company as all loans in excess of mortgage bond 

securities have been adequately provided for. 

The board will keep shareholders informed regarding this important matter as events unfold. 

 

The board of directors of the Company 

Bellville 

29 March 2018 


