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NOTICE TO ALL ALDERMEN & COUNCILLORS 
 
SPECIAL MEETING OF THE OVERSTRAND MUNICIPAL COUNCIL 
 
NOTICE IS HEREBY GIVEN that a SPECIAL MEETING of the OVERSTRAND MUNICIPAL 
COUNCIL will be held in the Banqueting Hall, Civic Centre, Hermanus, on Wednesday, 
14 December 2022 at 10:00 to consider the business set forth in the subjoined agenda. 
 
The attention of Councillors is directed to the Code of Conduct for Councillors, Schedule 7 of the 
Local Government : Municipal Structures Act, 1998 (Act 117 of 1998). 
 
D O’NEILL 
MUNICIPAL MANAGER 
 
KENNISGEWING AAN ALLE RAADSHERE & RAADSLEDE 
 
SPESIALE VERGADERING VAN DIE OVERSTRAND MUNISIPALE RAAD 
 
KENNIS WORD HIERMEE GEGEE dat 'n SPESIALE VERGADERING van die OVERSTRAND 
MUNISIPALE RAAD gehou sal word in die Banketsaal, Burgersentrum, Hermanus, op 
Woensdag, 14 Desember 2022 om 10:00 om die sake op meegaande sakelys te bespreek. 
 
Raadslede se aandag word gevestig op die Gedragskode vir Raadslede, Skedule 7 van die Wet op 
Plaaslike Regering : Munisipale Strukture, 1998 (Wet 117 van 1998). 
 
D O’NEILL 
MUNISIPALE BESTUURDER 
 
ISAZISO ESIYA KUBO BONKE OOCEBAKHULU NOOCEBA 
 
INTLANGANISO EKHETHEKILEYO YEBHUNGA LIKAMASIPALA WE-OVERSTRAND 
 
OKU KUKWAZISA ukuba INTLANGANISO EKHETHEKILEYO YEBHUNGA, eza kuba se 
Banqueting Hall, kwiZiko LoLUNTU, eHermanus ngoLwesine, Umhla we 14 Disemba 2022 
ngeye-10:00 ukuqwalasela imicimbi ekule ajenda iqhotyoshelwe apha. 
 
OCeba bayacelwa ukuba baqwalasele isikhokelo sokuziphatha sooCeba, iShedyuli 7 kaRhulumente 
wooMasipala: uMthetho weeNkqubo zikaMasipala, uMthetho -1998 (uMthetho we-117 ka-1998).  
 
D O’NEILL 
LOMPHATHI KAMASIPALA 
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4. CONSIDERATION OF RECOMMENDATIONS MADE BY THE 

EXECUTIVE MAYOR TO COUNCIL, IN TERMS OF SECTION 
160(2) OF THE CONSTITUTION, 1996, AND SECTION 59(1)(a) 
OF THE LOCAL GOVERNMENT: MUNICIPAL SYSTEMS ACT 
2000 (ACT 32 OF 2000) 

 
4.1 
PROPOSED AMENDMENT OF CONTRACT NO. SC 2182/2021: OPERATION OF 
NEW MATERIALS RECOVERY FACILITY (MRF), HERMANUS  
 
8/3/1/SC2182/2021 
C Mitchell Manager : Solid Waste Planning 
30 November 2022 (028) 313 5045 
 

1. Executive Summary 
 

The purpose of this report is to provide the necessary information and 
motivation with regards to the proposed amendment of Contract 
SC2182/2021: Operation of New Materials Recovery Facility (MRF) 
Hermanus, in terms of the enabling provisions of sections 116(3) and 33 of 
the Local Government: Municipal Finance Management Act, 2003 (Act 56 of 
2003) (MFMA), to enable Council to make an informed decision whether to 
consent to the proposed amendment of the contract. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate: Infrastructure & Planning 
Department: Engineering Planning  

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 
The encouragement of structured community participation in the matters of 
the municipality 

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

 
Local Government: Municipal Finance Management Act, 2003 (Act 56 of 
2003) (MFMA) 
Overstrand Municipality Supply Chain Management Policy 
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Overstrand Municipality Contract Management Policy 
National Treasury MFMA Circular no. 73 

 
6. Background/Motivation/Evaluation/Conclusion 

 
Background 

Tender SC2182/2021 for the Operation of the New Materials Recovery 
Facility, Hermanus was advertised on 5 February 2021. The tender was 
advertised for the operation of the recycling facility for a period of 36 months 
or part thereof with an expected start date of 1 July 2021. 

 
The new facility was not ready for hand over on 1 of July 2021 as planned, 
due to circumstances beyond the control of the municipality and the 
operator. The contractor was only given access to the site on 2 November 
2021, 4 months later than originally anticipated.  

 
This amendment request is to extend the current active Contract with 4 
months until 31 October 2024 to allow the contractor use of the facility for 
the full 36 months as intended. 

 
Due to the proposed amendment the existing contract will now run over 
more than three financial years (2021/2022, 2022/23, 2023/2024 and 4 
months of the 2024/2025 financial year) if approved and the Municipality 
therefore has to comply with sections 116(3) and 33 of the MFMA.  

 
Motivation 

 
The contract SC2182/2021 for the operation of the new Materials Recovery 
Facility (MRF) was put out on tender on 5 February 2021 with a closing date 
of 12 March 2021 and an anticipated start date of 1 July 2021, i.e. for an 
intended contract period of 3 years until 30 June 2024. 

 
There were three main activities that delayed the start date for this contract 
namely: 
1 WCB, the contractor who constructed the new facility, did not complete 

the project in time and only gave Hermanus Recycling access to the 
site from 2 November 2021 and then were still busy on the site only 
getting their completion certificate in January 2022 with a list of final 
snag items. 

2 The tender adjudication process took longer than originally planned 
due to SCM capacity constraints, and the preferred bidder, Hermanus 
Recycling cc, was only announced on 2 August 2021. 

3 One of the unsuccessful bidders then appealed against the award on 
17 August 2021 and an appeal process had to be followed. The appeal 
was only finalised during October 2021 and a letter of outcome was 
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sent to the appellant on 19 October 2021 notifying them of their 
unsuccessful appeal and upholding the award of the contract to 
Hermanus Recycling CC. 

4 Director Muller signed the contract document on behalf of the 
Overstrand Municipality on 18 October 2021. 

 
Due to the above-mentioned issues, the successful bidder, Hermanus 
Recycling CC, was only able to gain access to the site on 2 November 2021 
and their contract then also started on the same day. Soon after starting, 
Hermanus Recycling CC queried how they would be reimbursed or paid for 
the loss of revenue for the four months that had already lapsed. They 
maintain that they had done their cost calculations and their tender pricing 
based on a 36-month contract period and as such the repayments for all the 
assets that they required to perform the function were to be paid off over the 
36 months and not 32 months. They also made mention of the four months 
profit that they would lose should the contract now only be for 32 months 
and not 36 months as advertised. The 4 months lost equate to 11.1% of the 
planned contract period, which can be considered as relevant. 

 
Since the municipality cannot pay Hermanus Recycling CC for work not 
performed, and considering the valid issues and concerns raised by 
Hermanus Recycling CC regarding loss in revenue and profitability due to 
the shortening of the contract period, the proposed 4-month extension of the 
contract period is recommended.  

 
In our opinion, the most reasonable way to all parties to handle this 
challenge would be to extend the contract period by four months, i.e. back to 
the original advertised 36 months. This can be done by following a Section 
116 (3) process as stated in the MFMA. The contractor would have the 
opportunity to recover their investment/s in capex and the municipality would 
also get what it originally requested, i.e. 36 months’ worth of service. In the 
event the proposed amendment is adopted, the contract will be active over 
four financial years, which will require a section 33 process to be followed as 
required by the MFMA. 

 
There should be very little difference between the cost charged by 
Hermanus Recycling CC and the cost that would be charged by a new 
successful bidder for the same 4-month service period. It must be noted that 
Hermanus Recycling CC tendered the lowest rates of the responsive bids 
received for the current contract. 

 
The above proposed 4-month extension to the contract term is the only 
proposed amendment to the existing contract.  
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Evaluation 
 

Section 116(3) of the MFMA provides as follows: 

 
 

Section 33 of the MFMA provides as follows: 
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Section 116(3) of the MFMA should be read together with MFMA Circular 
no. 73, issued by National Treasury in May 2013.  In terms of the said 
circular, the following power/duty was conferred to Council, which is cited 
as follows (emphasis added): 
“Considering the reasons for the proposed amendment of a contract or agreement 
and any representations that may have been received regarding the proposed 
amendment of a contract or an agreement procured through the supply chain 
management policy of the municipality and deciding whether to consent to the 
amendment of the contract or agreement.” (emphasis added). 

 
In terms of Sections 33 and 116(3) of the MFMA, due process has been 
followed, making provision for the contract having future budgetary 
implications. 

The following activities were completed in accordance with Sections 33 and 
116(3) of the MFMA: 

• An advertisement inviting comments from the local community and 
other interested persons was placed in the local media on 
23 September 2022 (i.e. more than 60 days before the Council 
meeting).  Refer to Annexure B. No comment, input or inquiry was 
received from the public at the closing date of 21 October 2022. 
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• An Information Statement with regards to the proposed amendment 
to the contract was made available to the public from 23 September 
2022 on the Overstrand Municipality’s web site. Refer to Annexure 
A. 

• The views and recommendations of the following stakeholders have 
been solicited: National Treasury, Western Cape Provincial 
Treasury, Department of Co-operative Governance & Traditional 
Affairs, and the Department of Environmental Affairs and 
Development Planning (Annexure C). Provincial Treasury responded 
with comments (refer to Annexure D).  Provincial Treasury 
concluded that they have no objection to the proposed amendment 
so long as their points listed in their recommendation were 
considered, which has been done.  A late response was also 
received from National Treasury dated 7 November 2022 (refer 
Annexure E). The guiding comments provided in the letter were 
considered 

• The proposed amendment of the contract has served before the 
Overstrand the Bid Adjudication Committee on 25 November 2022 
where it was recommended for approval. That Accounting Officer 
approved the recommendation on 30 November 2022.  Refer to 
Annexure G. 

• The final step in the MFMA process is this submission to special 
Council meeting on 14 December 2022. 

 
Conclusion 

 
All the processes required in terms of the MFMA for the amendment of the 
contract have been followed. No input opposing the proposed amendment 
of the contract was received from any stakeholder. The 4-month extension 
as requested by Hermanus Recycling CC is deemed to be fair, as 
motivated above, and it is recommended that the proposed amendment of 
the contract be approved. 

 
7. Financial Implications 

 
Source of Funding: Operating Budget Provision 

 
The estimated Medium Term Expenditure Framework financial implications 
are summarised in the following table: 

 
 2022/23 2023/24 2024/25 

mSCOA Description Outsourced Services: Refuse Removal 

mSCOA Cost Account 13640200530000 

mSCOA Business Key 20210629091825 
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Budget Provision  2 396 918.00 2 464 627.00 2 588 000.00 

Balance Available  0 2 464 627.00 2 588 000.00 

mSCOA Description Contractors: Maintenance of Equipment 

mSCOA Cost Account 12240201460000 

mSCOA Business Key 20210629092089 
Budget Provision 400 000.00 605 000.00 441 000.00 

Balance Available 200 000.00 605 000.00 441 000.00 

Combined balance available 200 000.00 3 069 627.00 3 029 000.00 

Total Estimated Expenditure 
on amendment only 

0 0  1 010 000.00 

Escalation In accordance with Clause 17 in special conditions of Contract SC 2182/2021 
Escalation Date monthly 

 
The following assumptions were made to inform the financial calculations. 
Deviations from these assumptions may influence the actual financial 
implications, and will have to be addressed during the normal budget 
processes: 
• The estimated expenditure reflected above is as per the original 
approved BAC tender submission for the 2022/23 & 2023/24 financial 
years). The additional 4 months were based on the same principle. 
• CPI at 4.0% was applied as the escalation factor for the above costing. 

 
The estimated contract expenditure over the remainder of the extended 
contract period 

 

Financial 
Year 

Total Estimated 
Annual 

Expenditure 
Comments 

2021/22 R 1 636 351.37  

2022/23 R 2 703 917.00  

2023/24 R 2 971 788.26  

2024/25 R 1 010 000.00 4 months only Contract ends 31 October 2021 

 
8. Staff Implications 

 
None 

 
9. Comments from other Departments, Divisions and Administrations 

 
None 

 
10. Annexures 

 
Annexure A: MFMA Section 33 Information Statement 
Annexure B: MFMA Section 33 Public Notice 
Annexure C: MFMA Section 33 Letter to Stakeholders 
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Annexure D: Comments received from Provincial Treasury 
Annexure E: Comments received from National Treasury 
Annexure F: Overstrand Municipality response to National Treasury 
Annexure G: Minutes of the Bid Adjudication Committee of 25/11/2022 

 
RECOMMENDATION TO THE COUNCIL:  
  
1. that Council take cognisance of the reasons for the proposed amendment of 

Contract SC 2182/2021 between Overstrand Municipality and Hermanus 
Recycling CC for the operation of the new Materials Recovery Facility (MRF) 
Hermanus in terms of the enabling provisions of Sections 33 and 116(3) of 
the Local Government: Municipal Finance Management Act 2003 (Act 56 of 
2003); 
 

2. that Council take cognisance of the comments received from National and 
Provincial Treasury in respect of the proposed amendment of Contract SC 
2182/2021 between Overstrand Municipality and Hermanus Recycling CC for 
the operation of the new Materials Recovery Facility (MRF) Hermanus, in 
terms of the enabling provisions of Sections 33 and 116(3) of the Local 
Government: Municipal Finance Management Act 2003 (Act 56 of 2003); and 
 

3. that Council consent to the proposed amendment of Contract SC 2182/2021 
between Overstrand Municipality and Hermanus Recycling CC for the 
operation of the new Materials Recovery Facility (MRF) Hermanus. 

 
 
RESPONSIBLE OFFICIAL: C MITCHELL 
 
TARGET DATE FOR IMPLEMENTATION: 1 JANUARY 2023 
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4.2 
PROPOSED AMENDMENT OF LONG-TERM CONTRACT NO. SC 1890B/2018: 
WATER AND WASTEWATER BULK WORKS OPERATION AND MAINTENANCE  
 
8/3/1/SC1890/2018 
H Blignaut Deputy Director : Engineering Services 
30 November 2022 (028) 313 5047 
 

1. Executive Summary 
 

The purpose of this report is to provide the necessary information and 
motivation with regards to the proposed third amendment of Contract 
SC1890B/2018: Water and Wastewater Bulk Works Operation and 
Maintenance, in terms of the enabling provisions of sections 33 and 116(3) of 
the Local Government: Municipal Finance Management Act, 2003 (Act 56 of 
2003) (MFMA), to enable Council to make an informed decision whether to 
consent to the proposed amendment of the contract. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate: Investment & Infrastructure 
Department: Engineering Planning (Bulk Water Services) 

 
3. Compliance with Strategic Priorities 

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

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

 
Local Government: Municipal Finance Management Act, 2003 (Act 56 of 
2003) (MFMA) 
Water Services Act, Act 108 of 1997 
Overstrand Municipality Supply Chain Management Policy 
Overstrand Municipality Contract Management Policy 
National Treasury MFMA Circular no. 73 
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6. Background/Evaluation/Conclusion 
 

Background 
 

A 15-year contract for the operation and maintenance of Overstrand 
Municipality’s bulk water and wastewater infrastructure was awarded to Veolia 
Services Southern Africa (Pty) Ltd (Veolia) on 4 September 2018. The long-
term contract was approved by the Overstrand Council on 28 November 2018 
(refer to Annexure H), and the contract commenced on 8 December 2018. 
The contract makes provision in clause 6 (refer to Annexure F) for adjustment 
or variation of the scope of the contract during the contract period resulting 
from issues arising after the effective date of the contract, which may include 
(but not be limited to) the following: 

 
a. Changes in regulatory provisions, 
b. Changes in the Bulk Works (either expansion or reduction), or  
c. Changes in raw water quality.   

 
The impact of such a variation must be agreed to between the parties, 
provided it is related to the Bulk Works as defined in the contract.  The 
municipality has the right to test or benchmark value for money of the 
contractor’s proposed pricing for the proposed variation against their 
competitively tendered rates, as escalated, or the market. The pricing 
schedule shall then be adjusted with the contractor’s quoted rates as agreed 
for the proposed variation.  All other terms and conditions of the contract will 
remain the same except where specifically recommended and approved 
otherwise.  

 
Overstrand Municipality currently has no internal capacity to operate and 
maintain the bulk water and wastewater infrastructure, following a Council 
decision of 22 January 2014 to outsource the function, and the subsequent 
transfer of the relevant municipal staff to the appointed private operator. 

 
The reasons for this proposed amendment are the following: 

 
a. To include the operation and maintenance of newly completed bulk water 

and wastewater facilities in the contract, in accordance with clause 6 of the 
contract, i.e. (1) a new Archimedes screw inlet pumpstation and associated 
equipment at the Hermanus Wastewater Treatment Works (WWTW), (2) a 
new fixed standby generator at the Pearly Beach water supply booster 
pumpstation, and (3) additional telemetry systems at the Fisherhaven High 
Level reservoir and the sewerage pumpstations at Onrus River Main, 
Kleinmond Tennis Courts, Scout Camp, and Kammabaai to further reduce 
the risk of water supply interruptions and sewerage spillages during power 
outages. 
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b. To allow for the introduction of a second operational shift at the Buffels 
River, Franskraal and Kleinmond water treatment works (WTW) due to the 
growing water demand. 

 
c. The introduction of additional and improved security measures to counter 

the rapidly escalating levels of vandalism and theft at bulk water and 
wastewater facilities. 

 
d. Amendment (reduction) of the approved dayworks rate for the transport of a 

Tractor Loader Backhoe (TLB) to and from a work site to a more market 
related rate per kilometer. 

 
e. The amendment of some of the existing key performance indicators (KPI’s) 

in the contract, and addition of 2 new key performance indicators to further 
improve operations. 

 
f. The amendment of 3 clauses in the contract in terms of clause 116(1)(b)(iii) 

of the MFMA, aimed at the improved protection of both parties and the 
improved sustainability of the contract in the long term due to issues that 
arose since the commencement of the contract. 

 
The proposed amendment of the contract served before the Bid Adjudication 
Committee on 25 November 2022 and was subsequently approved by the 
Municipal Manager on 30 November 2022 (refer to Annexure G).  

 
The amendment will apply from the respective commissioning dates of the 
new facilities to the end date of the contract, i.e. 7 December 2033. Because 
the proposed amendment to the existing contract is for more than three years, 
the Municipality had to comply with sections 33 and 116(3) of the MFMA. 

 
Evaluation 

 
Section 116(3) of the MFMA provides as follows: 

 
“(3) A contract or agreement procured through the supply chain management policy of 

a municipality or municipal entity may be amended by the parties, but only after - 
a. The reasons for the proposed amendment have been tabled in the council of 

the municipality or, in the case of a municipal entity, in the council of its parent 
municipality; and 

b. The local community – 
i. Has been given reasonable notice of the intention to amend the contact or 

agreement; and 
ii. Has been invited to submit representations to the municipality or municipal 

entity.” 
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Section 33 of the MFMA provides as follows: 
 

“33. (1) A municipality may enter into a contract which will impose financial obligations 
on the municipality beyond a financial year, but if the contract will impose financial 
obligations on the municipality beyond the three years covered in the annual 
budget for that financial year, it may do so only if – 
a) The municipal manager, at least 60 days before the meeting of the municipal 

council at which the contract is to be approved –  
(i) Has, in accordance with section 21A of the Municipal Systems Act- 

(aa) Made public the draft contract and an information statement 
summarising the municipality’s obligations in terms of the proposed 

contract,and 
(bb) Invited the local community and other interested persons to submit to 
the municipality comments or representations in respect of the proposed 
contract; and 

(ii) Has solicited the views and recommendations of- 
(aa) The National Treasury and the relevant provincial treasury; 
(bb) The national department responsible for local government; and 
(cc) If the contract involves the provision of water, sanitation, electricity, or 
any other service as may be prescribed, the responsible national 
department, 

b) The municipal council has taken into account- 
(i) The municipality’s projected financial obligations in terms of the proposed 

contract for each financial year covered by the contract, 
(ii) The impact of those financial obligations on the municipality’s future 

municipal tariffs and revenue, 
(iii) Any comments or representations on the proposed contract received from 

the local community and other interested persons; and 
(iv) Any written views and recommendations on the proposed contract by the 

National Treasury, the relevant provincial treasury, the national department 
responsible for local government and any national department referred to 
in paragraph (a)(ii)(cc); and 

c) The municipal council has adopted a resolution in which- 
(i)  It determines that the municipality will secure a significant capital 

investment or will derive a significant financial economic or financial benefit 
from the contract, 

(ii)  It approves the entire contract exactly as it is to be executed; and 
(iii) It authorizes the municipal manager to sign the contract on behalf of the 

municipality. 
2. The process set out in subsection (1) does not apply to – 
a) Contracts for long-term debt regulated in terms of section 46(3), 
b) Employment contracts; or 
c) Contracts–  

(i) For categories of goods as may be prescribed; or  
(ii) In terms of which the financial obligation on the municipality is below –  

(aa) A prescribed value; or  
(bb) A prescribed percentage of the municipality’s approved budget for the 

year in which the contract is concluded. 
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3. (a) All contracts referred to in subsection (1) and all other contracts that impose 
a financial obligation on a municipality –  

(i) must be made available in their entirety to the municipal council; and  
(ii) may not be withheld from public scrutiny except as provided for in terms of 

the Promotion of Access to Information Act, 2000 (Act No. 2 of 2000). 
(b) Paragraph (a)(i) does not apply to contracts in respect of which the financial 

obligation on the municipality is below a prescribed value. 
4. This section may not be read as exempting the municipality from the provisions 

of Chapter 11 to the extent that those provisions are applicable in a particular 
case.” 

 
Section 116(3) of the MFMA should be read together with MFMA Circular no. 
73, issued by National Treasury in May 2013.  In terms of the said circular, 
the following power/duty was conferred to Council, which is cited as follows 
(emphasis added): 

 
“Considering the reasons for the proposed amendment of a contract or agreement 
and any representations that may have been received regarding the proposed 
amendment of a contract or an agreement procured through the supply chain 
management policy of the municipality and deciding whether to consent to the 
amendment of the contract or agreement.” 

 
In terms of Sections 33 and 116(3) of the MFMA, due process has been 
followed, making provision for the contract having future budgetary 
implications. 

 
The following activities were completed in accordance with Sections 33 and 
116(3) of the MFMA: 

 
• A public notice, inviting comments from the local community and other 

interested persons was placed in the local media on 13 October 2022 (i.e. 
more than 60 days before the Special Council meeting). Refer to 
Annexure B. 

• An Information Statement with regards to the proposed amendment to the 
contract was made available to the public from 13 October 2022 on the 
Overstrand Municipality’s web site. Refer to Annexure A. 

• The views and recommendations of the following stakeholders have been 
solicited: National Treasury, Western Cape Provincial Treasury, 
Department of Co-operative Governance & Traditional Affairs, and the 
Department of Water & Sanitation. Refer to Annexure C. 

• The proposed amendment of the contract served before the Overstrand 
Bid Adjudication Committee on 25 November 2022, where it was 
recommended to the Accounting Officer for approval.  The Accounting 
Officer approved the recommendation on 30 November 2022. Refer to 
Annexure G. 

• The final step in the MFMA process is this submission to the Special 
Council meeting on 14 December 2022. 
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Only National Treasury (NT) responded with comments (refer to Annexure D) 
on or before the closing date of 11 November 2022. NT queried whether 
Overstrand Municipality went through the required MFMA s.33 process 
before concluding the original contract in 2018. The Municipal Manager 
responded to NT in writing with the necessary supporting documentation 
confirming that the MFMA s.33 process had indeed been followed at the time 
(refer to Annexure E). NT also advised that the Municipal Asset Transfer 
Regulations are not applicable to this contract, as the contractor only 
operates the assets on behalf of the municipality. NT also advised that 
funding be made available by the municipality to ensure that its contractual 
obligations in terms of the amended contract are met. 

 
Conclusion 

 
All the processes required in terms of the MFMA for the amendment of the 
contract have been followed. No input opposing the proposed amendment of 
the contract was received from any stakeholder.  

 
The proposed amendment of rates, contract clauses and key performance 
indicators as negotiated with the contractor for inclusion in the contract are 
deemed to be fair and market related, as discussed in detail in the report and 
recommendation to the Bid Adjudication Committee and approved by the 
Accounting Officer.  

 
The proposed amendment of the contract on its own will not have a 
significant adverse impact on the municipality’s future water and sewerage 
operational budgets and will therefore not contribute to excessive annual 
increases in water and sewerage tariffs.  It is recommended that Council 
consent to the proposed amendment of the contract. 

 
7. Financial Implications 

 
Source of Funding: Operating Budget Provision 

 
The estimated financial implications during the current Medium-Term 
Expenditure Framework are summarized in the table below. 

 
The entire contract represents approximately 32.6% of the municipality’s total 
expenditure on Water Supply and 15.6% of the total expenditure on the 
Sewerage Service. 

 
Water: 2022/23 2023/24 2024/25 

mSCOA Description Outsourced Services: 
Sewerage Servs: water 

Outsourced Services: 
Sewerage Servs: water 

Outsourced Services: 
Sewerage Servs: water 

mSCOA Cost Account 12210200570000 12210200570000 12210200570000 

mSCOA Business Key 20210629091829 20210629091829 20210629091829 
Budget Provision  R 52 897 000 R 56 694 000 R 60 393 000 

Balance Available  R 1 000 000 R 56 694 000 R 60 393 000 
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Total Estimated Expenditure on 
Proposed Amendment C (Water) 

R 85 103 
  

R 181 045 R 191 740 

 
Wastewater: 2022/23 2023/24 2024/25 

mSCOA Description Outsourced Services: 
Sewerage Servs: 

wastewater 

Outsourced Services: 
Sewerage Servs: 

wastewater 

Outsourced Services: 
Sewerage Servs: 

wastewater 
mSCOA Cost Account 12210200570000 12210200570000 12210200570000 

mSCOA Business Key 20210629091828 20210629091828 20210629091828 
Budget Provision R 16 462 000 R 17 489 000 R 18 583 000 

Balance Available R 1 000 000 R 17 489 000 R 18 583 000 

Total Estimated Expenditure on 
Proposed Amendment C (Wastewater) 

R 209 290 R 445 240 
 

R 471 550 

Escalation In accordance with amended clauses 2.2.9 and 20 of Contract SC 1890/2018 
Escalation Date Annually on 1 July 

 
The following assumptions were made to inform the long-term financial 
projections as shown in the table below. Any actual deviation from these 
assumptions will influence the actual financial performance over time: 

 
• The amendment will at the most be applicable to the last six months of the 

2022/23 financial year and will apply for the remainder of the contract 
period up to 7 December 2033. 

• The annual escalation on the fixed and variable charges in the financial 
projections is based on a 50/50 blend of the Consumer Price Index (CPI) 
and the Production Price Index (PPI), and with regards to the Salary 
Contribution for the ex-municipal employees, escalation is aligned with the 
annual SALGBC wage agreements. 

• The escalation factors above were applied at an average CPI of 5.2% (the 
forecast CPI for 2023), PPI of 5.4%, and wage increases of 5.2% per year 
over the remaining contract period (the current SALGBC wage agreement 
states a salary increase equal to CPI for 2023/24). 

• A 2% annual growth in the volumes of water and wastewater treated was 
applied to calculate the variable cost, to make provision for population 
growth and development. 

• The cost of large maintenance and repairs and maintenance requests is not 
directly linked to the proposed amendment of the contract and was 
estimated at R 5.49 million for the 2022/23 financial year but could be much 
higher due to the unprecedented frequency of Eskom load shedding, 
fluctuations in e.g. the price of fuel, chemicals, and theft and vandalism of 
infrastructure and equipment, and large unplanned infrastructure repairs 
required during the year. These factors are separate from the proposed 
amendment and will be handled through separate budgeting processes if 
needed and have not been included in the estimated expenditure below. 

• Normal rainfall in the medium term. Another drought period in the short 
term may necessitate more than the anticipated abstraction rate from the 
more expensive Gateway well field at an earlier stage, at a higher cost to 
the municipality.  
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• The potential future operation and maintenance requirements of a new bulk 
water supply augmentation scheme (seawater desalination) for Hermanus 
have not been included in the projections below and will be handled 
through separate planning, budgeting and SCM processes in future. 

 

Financial Year 
Total Estimated 

Annual 
Expenditure 

Estimated 
Annual 

Increase 
Comments 

2022/23 without 
amendment 

R 69 075 377  Approved budget = R 69 359 000 

2022/23 with 
amendment for 6 

months 
R 69 359 000 0.41% 

Amendment only implemented for last 6 
Months. Approved budget = R 69 359 000 

2023/24 R 73 717 701 6.3% Approved Budget = R 74 183 000 

2024/25 R 78 037 691 5.9% Approved Budget = R 78 976 000 

2025/26 R 82 617 742 5.9%  

2026/27 R 87 473 968 5.9%  

2027/28 R 92 623 511 5.9%  

2028/29 R 98 084 607 5.9%  

2029/30 R 103 876 660 5.9%  

2030/31 R 110 020 321 5.9%  

2031/32 R 116 537 562 5.9%  

2032/33 R 123 451 775 5.9%  

2033/34 R 56 947 211 5 Months only Contract period ends on 7 December 2033 

 
8. Staff Implications 

 
None 

 
9. Comments from other Departments, Divisions and Administrations 

 
None 

 
10. Annexures 

 
Annexure A: MFMA Section 33 Information Statement & Financial Impact 
Annexure B: MFMA Section 33 Public Notice 
Annexure C: MFMA Section 33 Letter to Stakeholders 
Annexure D: Comments received from National Treasury 
Annexure E: Municipal Manager’s response to National Treasury 
Annexure F: Bulk Water Services Operations Contract Signed 
Annexure G: Minutes of Bid Adjudication Committee of 25/11/2022 
Annexure H: Council approval of Contract SC1890/2018 on 28/11/2018 
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RECOMMENDATION TO THE COUNCIL:  
  
1. that Council take cognisance of the reasons for and the estimated financial 

implications of the proposed amendment of Contract SC 1890B/2018 
between Overstrand Municipality and Veolia Services Southern Africa (Pty) 
Ltd for the operation and maintenance of the bulk water and wastewater 
infrastructure, in terms of the enabling provisions of Sections 33 and 116(3) 
of the Local Government: Municipal Finance Management Act 2003 (Act 56 
of 2003); 
 

2. that Council take cognisance of the comments received from National 
Treasury in respect of the proposed amendment of long term Contract SC 
1890B/2018 between Overstrand Municipality and Veolia Services Southern 
Africa (Pty) Ltd for the operation and maintenance of the bulk water and 
wastewater infrastructure, in terms of the enabling provisions of Sections 33 
and 116(3) of the Local Government: Municipal Finance Management Act 
2003 (Act 56 of 2003), as well as the Municipal Manager’s response to 
National Treasury;  and 
 

3. that Council consent to the proposed amendment of Contract SC1890B/2018 
between Overstrand Municipality and Veolia Services Southern Africa (Pty) 
Ltd for the operation and maintenance of the bulk water and wastewater 
infrastructure. 

 
 
RESPONSIBLE OFFICIAL: H BLIGNAUT  
 
TARGET DATE FOR IMPLEMENTATION : 1 JANUARY 2023 
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4.3 
WARD COMMITTEE SYSTEM: REVISION OF WARD COMMITTEE RULES 
 
3/B 
FRJ Williams  Director: Community Services 
5 December 2022 (028) 313 8029 
 

1. Executive Summary 
 

The purpose of this report is for the Council to consider the revised Ward 
Committee Rules for the Ward Committee System within the Overstrand 
Municipal area. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate : Community Services 
Department : Director: Community Services 

 
3. Compliance with Strategic Priorities 

 
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. 

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

 
Constitution of SA, 1996 
Local Government: Municipal Structures Act 117 of 1998 
Local Government Systems Act 32 of 2000 
Local Government Municipal Finance Management Act 56 of 2003 
Overstrand Public Participation Policy 

 
6. Background/Discussion/Evaluation/Conclusion 

 
Background 

 
The revision of the Ward Committee Rules (the Rules) is to ensure the effective 
implementation of ward committees within the Overstrand municipal area. 
Council revised the Rules previously at its meeting in August 2021. 
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The Director: Community Services formally consulted, by way of an official 
notice dated 30 August 2022, directed to the Executive Mayor, Aldermen, 
Councillors, Ward Committees, the Municipal Manger, Directors and Managers 
to provide comments/proposals for the purposes of revising the Rules (refer to 
Annexure B).  Comments (recommendations/observations/questions) received 
from ward committee members have also been provided to the Municipal 
Manager for strategic direction and input by the Speaker and MAYCO 
Members. 

Discussion 
 

Comments were received from only 11 ward committee members (within 
7 wards) out of 140 ward committee members (14 wards). Comments were 
largely made by the Hermanus Ratepayers’ Association and the Baboon Action 
Group.  Comments were considered and incorporated where necessary.  
Certain comments however relate to detail and specifics that may hamper 
internal initiatives/arrangements by respective ward committees.  Refer to 
Annexure C for consolidated report on comments received.  Most of the 
comments received are not recommendations to consider for the review of the 
Rules. 

The equitable representation of women in Ward Committees is a statutory 
requirement in terms of the Local Government: Municipal Structures Act, no 118 
of 1998.  Article 73.(3)(a)(i) of the Act states; for women to be equitably 
represented in a ward committee.  Equitable representation in the context of the 
Ward Committees (10 members, excluding Ward Councillor) simply means that 
at least five (5) ward committee members must be women.  Prior to the 2021 
review of the Rules, it was required that at least two (2) women must be 
members of the respective Ward Committees. To promote the equitable 
representation of women, the required number was increased to three (3) 
women as included in the 2021 revision of the Rules.  The onus is on Ward 
Councillors to promote the equitable representation of women in the respective 
Ward Committees.  

 
It is advised that the election of Ward Committees for the next generation of 
Ward Committees be further discussed with all Ward Committees in order to 
amend the Rules. 

 
The following are amendments based on consultation regarding the strategic 
direction by the Executive Mayor and the Municipal Manager. 

 
Ward Committee meetings must be aligned to Council’s scheduled ordinary and 
special meetings in a financial year. An ordinary meeting cycle consists of 
meetings in the following order, namely: Ward Committee, Portfolio Committee, 
Executive Mayoral Committee and Council. 
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Special meetings are scheduled for Council to consider for example the annual 
IDP/Budget Process Plan, new/revised IDP, the Budget, Mid-year Adjustment 
Budget, etc. The envisaged number of meetings (ordinary and special) is 
approximately nine (9) meetings per financial year. 

 
In the event of ordinary meetings, agendas for Portfolio Committees must be 
finalised and distributed/placed on the Overstand website during the week prior 
to week/period of ward committee meetings. Agendas of special Council 
meetings must also close prior to the week of ward committee meetings in order 
to be tabled at last mentioned meetings. 

 
Item(s) discussed at ward committee meetings that require formal report(s) to 
Portfolio Committees for consideration, must be finalised to serve on the 
agenda of designated Portfolio Committee(s) at the following ordinary meeting 
cycle. Recommendations for last mentioned items must be made by the local 
Ward Councillor/designated chairperson of a Ward Committee. 

 
The Municipal Manager indicated that Ward Councillors must obtain required 
information on various topics for discussion from affected Directors/Managers 
responsible for directorates/departments. Ward Councillors must therefore 
present required information at affected ward committee meetings rather than 
Directors/Managers. In the event of quarterly report-back public meetings to 
residents of respective wards, Directors/Managers can be requested to assist 
Ward Councillors upon approval of request(s) by the Municipal Manager/ 
affected Director(s). 

 
7. Financial Implications 

 
None 

 
8. Staff Implications 

 
Existing Municipal staff members. 

 
9. Comments from other Departments, Divisions and Administrations 

 
 None 

 
10. Annexures 

 
Annexure A: Proposed revised Ward Committee Rules for the Overstrand 

Municipality 
Annexure B: Official notice for review of the Rules, dated 4 August 2022 
Annexure C: Revision of Ward Committee Rules: Comments/inputs received 

from ward committee members 
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RECOMMENDATION TO THE COUNCIL: 

  
that the revised Ward Committee Rules for Overstrand Municipality be adopted. 

 
 
RESPONSIBLE OFFICIAL : F MYBURGH 
 D LAKEY 
 A WYNGAARD 
 B PLAATJIES 
 
TARGET DATE FOR IMPLEMENTATION : 1 JANUARY 2022 
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4.4 
MONTHLY REPORT TO COUNCIL ON SUPPLY CHAIN MANAGEMENT (SCM) 
POLICY: PARAGRAPH 36, 16(1)(b) AND 17(1)(c) FOR NOVEMBER 2022 
 
8/2/2 
C Le Roux Deputy Director: Finance & SCM 
05 December 2022 (028) 313 8107 
 

1. Executive Summary 
 

The purpose of this report is to inform Council of all deviations from the Supply 
Chain Management Policy, approved by the delegated authority in terms of 
Paragraph 36 of the Supply Chain Management Policy, approvals in terms of 
Paragraph 16(1)(b) and 17(1)(c) for November 2022.  

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate: Finance  
Department: Supply Chain Management 

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 

 
4. Delegated Authority 

 
None  

 
5. Legal Requirements 

 
Local Government: Municipal Finance Management Act 2003, (Act 56 of 2003)  
Local Government: Municipal Systems Act 2000, (Act 32 of 2000) 
Overstrand Municipality Supply Chain Management Policy dated 25 June 2008, 
as amended. 

 
6. Background/Discussion/Evaluation/Conclusion 

 
Background 

 
The purpose of this report is to ensure that Council maintains oversight over the 
implementation of the Supply Chain Management Policy. In terms of Paragraph 
36(2) of the said policy, the Accounting Officer must record the reasons for any 
deviations in terms of Paragraph 36(1) of the policy and report same to council. 
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Discussion 
 

A. Deviations - Paragraph 36(1)(a)  
 

Paragraph 36(1)(a) of Council’s Supply Chain Management (SCM) Policy 
allows circumstances for deviations from the procurement processes. 
Furthermore, the policy requires in Paragraph 36(2), that the reasons for 
any deviations from the procurement processes must be recorded and be 
reported to Council. 

 
Deviations approved in terms of Paragraph 36(1)(a) for November 2022 is 
attached as Annexure A. 

 
B. Awards in terms of Paragraph 16(1)(b) and 17(1)(c)  

 
In terms of Paragraph 16(1)(b) and 17(1)(c) of the SCM Policy, where the 
Written or Formal Written Price Quotation process has been followed for 
procurement and it is not possible to obtain at least three quotations, the 
reasons must be recorded and approved by the Chief Financial Officer 
(CFO) or an official designated by the CFO. 

 
In terms of Paragraph 16(1)(b) and 17(2) of the said policy, the designated 
official must report all such approvals made by the official in terms of their 
sub-delegation to the Chief Financial Officer. 

 
A schedule of all such approvals for November 2022 is attached as per 
Annexure B. 

 
C. Value of all Awards (Procurement transactions)  

 
All procurement transactions undertaken with regards to tenders and 
formal written price quotations (in excess of R30 000) and written price 
quotations (below R30 000) awarded in terms of the Supply Chain 
Management Policy for November 2022. 

 
A schedule of these awards for November 2022 is attached as 
Annexures C1 and C2. 

 
7. Financial Implications 

 
None 

 
8. Staff Implications 

 
None 
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9. Comments from other Departments, Divisions and Administrations 
 

None 
 

10. Annexures 
 

Annexure A: Schedule of deviations from the procurement processes 
approved in terms of sub-delegations  

Annexure B: Schedule of approvals in terms of Paragraph 16(1)(b) and 
17(1)(c) 

Annexure C: Schedule of awards made through the Bid Committee system, 
and formal written price quotations in excess of R30 000 and all 
price quotations below R30 000  

 
RECOMMENDATION TO THE COUNCIL: 
  
1. that the deviations from the procurement processes, approved in terms of the 

delegated authority for November 2022, be noted;  
 

2. that the awards made in terms of Paragraph 16(1)(b) and 17(1)(c), approved 
in terms of the delegated authority for November 2022, be noted;  and 
 

3. that the awards made through the Bid Committee system, and formal written 
price quotations in excess of R30 000 and all price quotations below R30 000 
for November 2022, be noted. 

 
 
RESPONSIBLE OFFICIAL : C LE ROUX 
 
TARGET DATE FOR IMPLEMENTATION : TO BE NOTED 
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4.5 
AMENDMENT TO THE SUPPLY CHAIN MANAGEMENT POLICY 
 
8/2/2 
C Le Roux Deputy Director: Finance & SCM 
05 December 2022 (028) 313 8107 
 

1. Executive Summary 
 

The purpose of the item is to approve the Draft Preferential Procurement Policy 
and amendments to the Supply Chain Management (SCM) Policy to give effect 
to the Preferential Procurement Regulations, 2022. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate: Finance  
Department: Supply Chain Management 

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 

 
4. Delegated Authority 

 
None  

 
5. Legal Requirements 

 
Local Government: Municipal Finance Management Act, 2003 (Act 56 of 2003) 
Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 
Preferential Procurement Framework Act, 2000: Preferential Procurement 
Regulations, 2022. 

 
6. Background/Discussion/Evaluation/Conclusion 

 
Background 

 
On 2 November 2020, the Supreme Court of Appeal (SCA), in the case of 
Afribusiness NPC v The Minister of Finance, declared the Preferential 
Procurement Regulation, 2017 invalid and set it aside. The SCA suspended the 
declaration of invalidity for 12 months. The Minister of Finance appealed to the 
Constitutional Court against the SCA judgement.  By operation of section 18(1), 
the operation and execution of a decision of the SCA were automatically 
suspended pending the appeal. 
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On 16 February 2022, the Constitutional Court dismissed the appeal against 
the SCA judgement. The Constitutional Court did not pronounce on the 
suspension of the SCA order nor on retrospectivity or prospectively. 

 
Discussion 

 
 On 10 March 2022, the Minister of Finance issued new draft Preferential 
Procurement Regulations for public comment.  The deadline for public 
comments was 11 April 2022.  The draft regulations deal with the following 
matters: 

 
1. Definitions 
2. Application 
3. Identification of preference point system 
4. 80/20 preference point system for acquisition of goods or services with 

Rand value equal to or above R30 000 and up to R50 million 
5. 90/10 preference point system for acquisition of goods or services with 

Rand value above R50 million 
6. 80/20 preference points system for tenders to generate income or to 

dispose of or lease assets with Rand value equal to or above R30 000 and 
up to Rand value of R50 million 

7. 90/10 preference point system for tenders to generate income or to 
dispose of or lease assets with Rand value equal to or above R50 million 

8. Criteria for breaking deadlock in scoring 
9. Award of contracts to tenderers not scoring highest points 
10. Remedies 
11. Repeal of regulations 
12. Short title and commencement 

 
The new draft regulations deleted the unconstitutional provisions on pre-
qualifying criteria, sub-contracting, and local content. 

 
A new item introduced in the regulations is the preference point system for 
tenders to generate income or to dispose of or lease assets. These provisions 
were inserted due to the judgement of the SCA in Airports Company South 
Africa SOC Ltd v Imperial Group Ltd & Others where the court held that s217 of 
the Constitution and therefore the supply chain management prescripts are 
applicable when organs of state contracts for goods or services even where the 
organ of state is not incurring an expenditure, like when it leases or disposes of 
assets. 

 
On 30 May 2022, the Constitutional Court in Minister of Finance v Sakeliga 
NPC confirmed the legal position. It held: 

 
‘’ For the reasons I have given, there is no need for this clear legal position to 
be confirmed 
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[17] As at 16 February 2022, of the 12-month period of suspension, less 
than a month had elapsed. 

[18] With the legal position as plain as it is, I do not understand how the 
confusion we hear about from the Minister could have arisen. It 
could have arisen only if the Minister and the interest groups to 
which he refers interpreted the order without due regard to the law; 
that is, the provisions of section 18(1). Of course, there is no 
justification for interpreting the order in a vacuum.’’ 

 
On 4 November 2022, The Minister of Finance issued the new Preferential 
Procurement Regulations 2022, effective from 16 January 2023. 

 
The municipality therefore has until 15 January 2023 to approve its Preferential 
Procurement Policy and to amend its Supply Chain Management Policy in line 
with the new regulations and the court judgements. 

 
The objective of the Preferential Procurement Policy is to comply with the 
provisions of section 217(2) of the Constitution and section 2 of the 
Preferential Procurement Framework Act. 

 
The Preferential Procurement Policy Framework Act, 2000 (Act 5 of 2000)-
[PPPFA] was promulgated in compliance with section 217(3) of the Constitution 
to create the framework within which the Municipality may develop its 
preferential procurement policy. 

 
Section 2 (1) (d) (i) and (ii) of the Preferential Procurement Policy Framework 
Act, 2000 refers to specific goals which may include:  
(i) contracting with persons, or categories of persons, historically 

disadvantaged by unfair discrimination on the basis of race, gender or 
disability; 

(ii) implementing the programmes of the Reconstruction and Development 
Programme (RDP) as published in Government Gazette 16085 dated 
23 November 1994. 

 
The Minister of Finance has, in terms of section 5, read with sections 2(1)(b)(i) 
and (ii) and 2(1)(c), of the Preferential Procurement Policy Framework Act, 
2000 (Act No. 5 of 2000), and with effect from 16 January 2023, issued the 
Preferential Procurement Regulations, 2022 to provide for the preference point 
system that must be followed by organs of state in their preferential 
procurement policies.  

 
In addition to adhering to the peremptory prescribed preference point system 
as set out in the Preferential Procurement Regulations, 2022 the municipality 
must add to this preference points system its 10 or 20 points for specific goals 
as set out in section 2(1)(d)(i) and (ii) of the Act. 
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Section 10 of the B-BBEE Act instruct in obligatory terms that every organ of 
state must apply any relevant code of good practice issued in terms of the Act 
in developing and implementing a preferential procurement policy. 

 
The proposed points for B-BBEE and locality as contemplated in the 
Preferential Procurement Policy is as follows: 

 
B-BBEE Status Level of 
Contributor   

Number of Points for 
Preference (80/20) 

Number of Points for 
Preference (90/10) 

1 10 5 
2 8 4 
3 6 3 
4 4 2 
5 2 1 
6 2 1 
7 2 1 
8 2 1 
Non-compliant 
contributor 

0 0 

 
Local area of supplier Number of Points for 

Preference 

80/20 90/10 

Within the boundaries of the Overstrand 
municipality 

10 5 

Within the boundaries of Overberg District 6 3 
Within the boundaries of the Western Cape 4 2 
Outside of the boundaries of the Western 
Cape 

0 0 

 
The amendments to the Supply Chain Management Policy will also have the 
effect that Part B of the Policy is now a separate policy, namely the Preferential 
Procurement Policy (Annexure B). 

 
AMENDMENTS TO THE SUPPLY CHAIN MANAGEMENT POLICY: 

 
10(3) All user departments are required to submit their Demand 

Management [procurement] plans to the Supply Chain 
Management Unit by 31 December in terms of the IDP and Budget 
processes. 

 
15  Written or verbal quotations [below] up to R2,000 (Incl. VAT) 

 
21(3) Tenders to be evaluated on functionality: 

a) The Municipality must indicate in the tender documents if the 
tender will be evaluated on functionality. 

b) The evaluation criteria for measuring functionality must be 
objective. 
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c) The tender documents must specify-  
(i) evaluation criteria for measuring functionality. 
(ii) the points for each criterion and, if any, each sub-

criterion; and 
(iii) minimum qualifying score for functionality,  

d) The minimum qualifying score for functionality for a tender to 
be considered further- 
(i) must be determined separately for each tender; and 
(ii) may not be so- 

(a) low that it may jeopardise the quality of the 
required goods or services; or 

(b) high that it is unreasonably restrictive. 
e) Points scored for functionality must be rounded off to the 

nearest two decimal places. 
f) A tender that fails to obtain the minimum qualifying score for 

functionality as indicated in the tender documents is not an 
acceptable tender. 

g) Each tender that obtained the minimum qualifying score for 
functionality must be evaluated further in terms of price and 
the preference point system and any objective criteria 
envisaged. 

 
23 Procedure for handling, opening, [and] recording and cancellation 

of bids 
 

23(5) Cancellation of tender/s: 
a) The Municipality may, before the award of a tender, cancel a 

tender invitation if- 
(i) due to changed circumstances, there is no longer a 

need for the goods or services specified in the 
invitation. 

(ii) funds are no longer available to cover the total 
envisaged expenditure. 

(iii) no acceptable tender is received; or 
(iv) there is a material irregularity in the tender process. 

 
29(9) The Accounting Officer must comply with Section 114 of the Act 

within working 10 days– 
 

40(b) Disposal Management does not per se represent a procurement 
process, although the pre-scribed procurement processes are 
followed in the disposal of assets and is thus exempt from the 
prohibitions of paragraph 44 of this policy in relation to the disposal 
of immovable assets for residential purposes only. As a result, the 
municipality is not prohibited from selling/disposing of immovable 
assets to persons in the service of the state where such 
sale/disposal is to be used for primary residential occupation. 
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AMENDED VERSION OF POLICY: 
 

10(3) All user departments are required to submit their Demand 
Management plans to the Supply Chain Management Unit by 
31 December in terms of the IDP and Budget processes. 

 
15  Written or verbal quotations up to R2,000 (Incl. VAT) 

 
21(3) Tenders to be evaluated on functionality: 

a) The Municipality must indicate in the tender documents if the 
tender will be evaluated on functionality. 

b) The evaluation criteria for measuring functionality must be 
objective. 

c) The tender documents must specify-  
(i) evaluation criteria for measuring functionality. 
(ii) the points for each criterion and, if any, each sub-

criterion; and 
(iii) minimum qualifying score for functionality,  

d) The minimum qualifying score for functionality for a tender to 
be considered further- 
(i) must be determined separately for each tender; and 
(ii) may not be so- 

(a) low that it may jeopardise the quality of the 
required goods or services; or 

(b) high that it is unreasonably restrictive. 
e) Points scored for functionality must be rounded off to the 

nearest two decimal places. 
f) A tender that fails to obtain the minimum qualifying score for 

functionality as indicated in the tender documents is not an 
acceptable tender. 

g) Each tender that obtained the minimum qualifying score for 
functionality must be evaluated further in terms of price and 
the preference point system and any objective criteria 
envisaged. 

 
23  Procedure for handling, opening, recording and cancellation of bids 

 
23(5)  Cancellation of tender/s: 

a) The Municipality may, before the award of a tender, cancel a 
tender invitation if- 
(i) due to changed circumstances, there is no longer a 

need for the goods or services specified in the 
invitation. 

(ii) funds are no longer available to cover the total 
envisaged expenditure. 

(iii) no acceptable tender is received; or 
(iv) there is a material irregularity in the tender process. 
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29(9) The Accounting Officer must comply with Section 114 of the Act 
within working 10 days– 

 
40(b) Disposal Management does not per se represent a procurement 

process, although the pre-scribed procurement processes are 
followed in the disposal of assets. and is thus exempt from the 
prohibitions of paragraph 44 of this policy in relation to the disposal 
of immovable assets for residential purposes only. As a result, the 
municipality is not prohibited from selling/disposing of immovable 
assets to persons in the service of the state where such 
sale/disposal is to be used for primary residential occupation. 

 
7. Financial Implications 

 
None 

 
8. Staff Implications 

 
None 

 
9. Comments from other Departments, Divisions and Administrations 

 
None 

 
10. Annexures 

 
Annexure A: Amended 2022/23 Overstrand Municipality Supply Chain 

Management Policy. 
Annexure B: Overstrand Municipality Draft Preferential Procurement Policy 
Annexure C: Preferential Procurement Policy Framework Act, 2000: 

Preferential Procurement Regulations, 2022 
 

RECOMMENDATION TO THE COUNCIL: 
  
1. that the amended Supply Chain Management policy for 2022/2023 be 

approved; 
 

2. that the draft Preferential Procurement Policy for 2022/2023 be approved; 
 

3. that the amended Supply Chain Management Policy and the Draft 
Preferential Procurement Policy be advertised for public participation; 
 

4. that any comments received related to the implementation of the Policy, will 
be reported to Council;  and 
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5. that the policies be implemented with effect from 16 January 2023 if no 
comments are received. 

 
 
RESPONSIBLE OFFICIAL : C LE ROUX 
 
TARGET DATE FOR IMPLEMENTATION : 16 JANUARY 2023 
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