
AGENDA : MAYORAL COMMITTEE MEETING 16 AUGUST 2023 
 
 
10. 
PROPOSED LONG-TERM CONTRACT FOR THE PROVISION OF SERVICES AS 
IMPLEMENTING AGENT FOR THE SCHULPHOEK DEVELOPMENT PROJECT, 
HERMANUS 
 
D. Hendriks Senior Manager:Engineering Services 
27 July 2023 (028) 313 5059 
 

1. Executive Summary 
 

The purpose of this report is to provide the necessary information and 
motivation with regards to the proposed long-term contract, Contract 
SC2368/2023 : Provision of Services as Implementing Agent for the Schulphoek 
Development Project, Hermanus, in terms of the enabling provisions of section 
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 longterm contract. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate: Investment & Infrastructure 
Department: Engineering 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 

 
Local Government: Municipal Finance Management Act, 2003 (Act 56 of 2003) 
(MFMA) 
Overstrand Municipality Supply Chain Management Policy 
Overstrand Municipality Contract Management Policy 

 
6. Background/Discussion/Evaluation/Conclusion 

 
Background 

 
Contract SC2368/2023 for the Provision of Services as Implementing Agent, for 
the Schulphoek Development Project, Hermanus was advertised on 20 January 
2023 and was awarded to Asla Construction (Pty) Ltd on 26 April 2023. The 
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proposed contract period will be more than three financial years, therefore the 
Municipality must comply with Section 33 of the Local Government: Municipal 
Finance Management Act, Act No. 56 of 2003 (MFMA).  

 
The project entails the following 3 phases i.e., conceptual planning, detailed 
planning & implementation. The aim of the Schulphoek Development is to 
obtain statutory approval for a fully integrated mixed-use housing development, 
that incorporates other non-residential uses such as social and businesses 
facilities as contained in the Overstrand Municipality’s SDF and the Western 
Cape Government (WCG)’s Strategic Objectives.  Other designated land uses 
will include community facilities, public open spaces, a school site and 
commercial/retail/service industry. It is estimated that approximately 4000 
residential opportunities will be created.  

 
The funding for the project is provided by the Department of Human 
Settlements (DoHS). The successful Implementing Agent takes full financial 
responsibility and therefore there is no financial contribution from Overstrand 
Municipality related to the execution of the project. A core part of the execution 
of projects is the active utilization of bridge funding. 

 
Discussion 

 
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, 
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(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. 

 
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.” 

 
In terms of Sections 33 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 of the 
MFMA: 

• A public notice, inviting comments from the local community and other 
interested persons was placed in the local media on 31 May 2023 (i.e. more 
than 60 days before the Council meeting). Refer to Annexure B. 

• An Information Statement with regards to the proposed longterm contract 
was made available to the public from 02 June 2023 on Overstrand 
Municipality’s web site. Refer to Annexure A. 
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• The views and recommendations of the following stakeholders have been 
solicited: National Treasury, Provincial Treasury Western Cape and the 
Department of Co-operative Governance & Traditional Affairs. Refer to 
Annexure C. 

• The proposed long-term contract served before the Overstrand Bid 
Adjudication Committee on 26 April 2023, where it was recommended to 
the Accounting Officer for approval.  The Accounting Officer approved the 
recommendation on 26 April 2023. Refer to Annexure F. 

• The final step in the MFMA process is the submission to the Council 
meeting on 30 August 2023. 

 
Only National Treasury (NT) responded with comments on or before the closing 
date of 3 July 2023. (refer to Annexure D). NT queried whether Overstrand 
Municipality will ensure that there is sufficient budget provision for the 
implementation of the project, whether a formal tender process was followed, 
compliance to Section 116 of the MFMA i.e. dispute resolution mechanisms & 
performance evaluation of service provider, that the services be linked to 
specific phases and the timelines for each phase including penalties for non-
performance.  

 
The Municipal Manager responded to NT (refer to Annexure E) confirming that:  

 
• Overstrand Municipality will ensure that there is sufficient budget provision 

for the implementation of the project. 
• A formal tender process was followed by Overstrand Municipality. 
• Overstrand Municipality will ensure compliance to Section 116 of the MFMA 

in all respects. Which includes but are not limited to: 
Dispute resolution mechanisms to settle disputes between the two parties; 

➢ Periodic review of the agreement; and 
➢ Monthly performance evaluation of the service provider. 

• All relevant project phases in the scope will be project managed with 
specific timelines for completion. Special conditions under clause 6.11 in the 
tender specifically refers to penalties in the event of delay in performance. 

• Overstrand Municipality can also confirm sufficient in-house contract 
management capacity to ensure that all conditions of the agreement are 
managed consistently with the provisions of section 116 of the MFMA.  

 
Conclusion 

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

 
The proposed long-term contract on its own will not have a significant adverse 
impact on the municipality’s future capital & operational budgets as the funding 
is provided by the Department of Human Settlements (DoHS) and will 
therefore not contribute to any excessive annual increases in future municipal 
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tariffs. It is recommended that Council consent to the proposed long-term 
contract. 

 
7. Financial Implications 

 
Source of Funding eg.  Capital& Operating Budget Provisions- Department of 
Human Settlements 

 
Unique Key     : 20220630033394 
Cost Account    : 50209000021 
Item Description    : Acquisitions Outsourced 
Budget Provision 2023/2024  : R 10 000 000.00 
Budget Provision 2024/2025  : R 24 000 000.00 
Budget Provision 2025/2026  : R 42 100 000.00 
Spent to Date/Committed   : R 0.00 
Balance Available    : R 10 000 000.00  

 
The projected expenditure for the contract period is shown in the table below: 

 

Financial Year 
Total Estimated Annual 

Expenditure 

2023/24 R 10 000 000 

2024/25 R 24 000 000 

2025/26 R 42 100 000 

2026/27 R 58 000 000 

2027/28 R 64 000 000 

2028/29 R 64 800 000 

2029/30 R 53 600 000 

2030/31 R 68 500 000 

2031/32 R 58 000 000 

2032/33 R 57 000 000 

Total  R 500 000 000 

 
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 
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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: Minutes of Bid Adjudication Committee 26 April 2023 

 
RECOMMENDATION TO THE COUNCIL:  
  
1. that Council takes cognisance of the reasons for and the estimated financial 

implications of the proposed long-term contract, Contract SC 2368/2023 
between Overstrand Municipality and Asla Construction (Pty) Ltd, for the 
Provision of Services as Implementing Agent, for the Schulphoek 
Development Project, Hermanus, in terms of the enabling provisions of 
Section 33 of the Local Government: Municipal Finance Management Act 
2003 (Act 56 of 2003); 

  
2. that Council takes cognisance of the comments received from National 

Treasury in respect of the proposed long-term contract, Contract. SC 
2368/2023 between Overstrand Municipality and Asla Construction (Pty) Ltd 
for the Provision of Services as Implementing Agent, for the Schulphoek 
Development Project, Hermanus, in terms of the enabling provisions of 
Section 33 of the Local Government: Municipal Finance Management Act 
2003 (Act 56 of 2003), as well as the Municipal Manager’s response to 
National Treasury;  

  
3. that Council takes cognisance that the municipality will derive a significant 

financial benefit from the contract;  and 
  
4. that Council consent to the proposed long-term contract, Contract 

SC2368/2023 between Overstrand Municipality and Asla Construction (Pty) 
Ltd for the Provision of Services as Implementing Agent, for the Schulphoek 
Development Project, Hermanus. 

 
 
RESPONSIBLE OFFICIAL : D HENDRIKS  
 
TARGET DATE FOR IMPLEMENTATION : 01 SEPTEMBER 2023 
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TENDER NO. SC 2368/2023 

PROVISION OF SERVICES AS IMPLEMENTING AGENT FOR THE 

SCHULPHOEK DEVELOPMENT PROJECT, HERMANUS 

 

MFMA INFORMATION STATEMENT  

 

1. OBJECTIVE  

Overstrand Municipality intends to enter into a long-term contract with Asla Construction 
(Pty) Ltd for the Provision of Services as Implementing Agent for the Schulphoek 
Development Project, Hermanus. 

  

The proposed contract period will be more than three financial years, therefore the 
Municipality must comply with Section 33 of the Local Government: Municipal Finance 
Management Act, Act No. 56 of 2003 (MFMA). 

The objective of this Information Statement is to inform the community and other 
interested parties of the intention of Overstrand Municipality to award the contract for the 
Provision of Services as Implementing Agent for a period spanning longer than three 
municipal financial years.  

 

2. INVITATION  

The local community and other interested parties are invited to submit to the Municipality 
comments or representations in respect of the proposed contract with Asla Construction 
Pty Ltd for the Provision of Services as Implementing Agent, for the Schulphoek 
Development Project, Hermanus, for a period of 10 years.  

 

3. PROCEDURE FOR GIVING COMMENTS 

Members of the local community and other interested persons are invited to submit to 
the Municipality their comments or representations in respect of the proposed contract 
before 12:00 on 3 July 2023, in a sealed envelope clearly endorsed “Proposed 
Contract SC2368/2023: Provision of Services as Implementing Agent, for the 
Schulphoek Development Project, Hermanus” and addressed to: Municipal Manager, 

P.O. Box 20, Hermanus, 7200, and to be deposited in Tender box no. 7. 

Written enquiries for clarification can be directed to Mr Dennis Hendriks at e-mail: 
dhendriks@overstrand.gov.za.   

Any person who wishes to submit comments or representations in respect of the 
proposed contract and who cannot write, will be assisted by the Director: Infrastructure 
and Planning or a person designated by him, at the Overstrand Municipality’s head office 

in Magnolia Avenue, Hermanus. 

  

ANNEXURE A99
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4. PROJECT BACKGROUND  

The tender SC2368/2023 for the Provision of Services as Implementing Agent, for the 
Schulphoek Development Project, Hermanus was advertised on 20 January 2023 and 
was awarded to Asla Construction Pty Ltd on 26 April 2023.  

The project entails the following 3 phases i.e., conceptual planning, detailed planning & 
implementation. The aim of the Schulphoek Development is to obtain statutory approval 
for a fully integrated mixed-use housing development, that incorporates other non-
residential uses such as social and businesses facilities as contained in the Overstrand 
Municipality’s SDF and the Western Cape Government (WCG)’s Strategic Objectives.  

Other designated land uses will include community facilities, public open spaces, a 
school site and commercial/retail/service industry. It is estimated that approximately 
4000 residential opportunities will be created.  

The funding for the project is provided by the Department of Human Settlements.  

The successful Implementing Agent takes full financial responsibility and therefore there 
is no financial liability to the Overstrand Municipality related to the execution of the 
project. A core part of the execution of projects is the active utilization of bridge funding. 

 

5. THE CONTRACT 

5.1. Overview of the service 

The service consists of the Provision of Services as Implementing Agent, for the 
Schulphoek Development Project, Hermanus as detailed in the below extent of service.   

 

5.2. Extent of the service 

• Review of existing Studies, initiatives and planning  
• Baseline analysis and development Informants 
• Identifying recent development initiatives in the field of human settlements 

that have relevance and evaluate these in order to draw lessons and 
examples of good practice 

• Review alternative approaches, strategy, principles and prototypes for the 
subject properties 

• Analyse the different development options that include comments on policy 
objectives, financial and affordability calculations, stakeholder input and the 
objectives of the Employer  

• Consider and advise on Alternative Building Technologies in consultation 
with architect in respect of constructability, maintenance and affordability 
as required 

• Formulate urban design principles and an urban design concept for the 
proposed development, including residential, non-residential and public 
space components 

• Refinement of development alternatives and Conceptual Plan  
• Confirmation of statutory processes  
• Statutory Town Planning Approval (LUPA approval) by means of the 

package of plans approach 
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• Environmental Authorisation (NEMA, WULA, HWC)  
• Stakeholder Management and management of the expectation and 

demands of surrounding communities  
• Land Surveying (Submission to Surveyor General)  
• Geotechnical Investigations (Preliminary and Phase 1)  
• Beneficiary Administration, Social and Stakeholder facilitation 
• Internal Services & Earthworks Design and Approval of Preliminary 

Designs, including internal Electrical Services  
• External Bulk Services & Earthworks Determination, Preliminary Design 

and Approvals, including external Electrical Services  
• Top Structure Preliminary Design and Approval by the Employer 

(Typologies, Costing and Design Details)  
• Procurement and tendering of contractors 
• Implementation and construction monitoring 
• Close-out 

5.3. Key outcome 

The key outcome sought for this proposed contract is: 
• to obtain statutory approval for a fully integrated mixed-used development 

that incorporates other non-residential uses such as social and businesses 
facilities as contained in the Overstrand Municipality’s SDF and the 

Western Cape Government (WCG)’s Strategic Objectives.   
• to provide a development which cater for the needs of beneficiaries in terms 

of different income brackets and  
• to reduce the current housing backlog on the housing beneficiary waiting 

list 
• to develop a sustainable human settlement  

5.4. Term  

10 Years from commencement date  

 

5.5. Remuneration Model 

The funding for the project is provided by the Department of Human Settlements. 

Overstrand Municipality (OM) will not be held liable by the Implementing Agent if the 

funds or subsidies are not approved by the Department of Human Settlements. The 

remuneration will be in terms of the conditions as per the General Conditions of Contract 

for the appointment of an Implementation Agent for Human Settlements Projects 

(GCCIA), (FIRST EDITION, 2022) which form part of the tender document.  

 

6. NEXT STEPS 

Members of the local community and other interested persons are invited to submit to 
the Municipality their comments or representations in respect of the proposed contract.  

The Municipality will solicit and receive the views and recommendations of stakeholders, 
including the National and Provincial Treasuries and the Department of Environmental 
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Affairs and Development Planning and the national department responsible for local 
government.  

The contract and all comments and views received relevant to the contract will be 
presented to Council in August 2023 to consider the comments or representations in 
terms of the proposed contract. 
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National Treasury – Mr S Mkhwanazi (GTAC) & Mr W McComans (MFMA Implementation), 

Wayne.Mccomans@treasury.gov.za and MFMA@treasury.gov.za  

Provincial Treasury Western Cape – Mr S Kenyon (MFMA Coordinator), Steven.Kenyon@westerncape.gov.za and Kim-

Kay.Neethling@westerncape.gov.za  

Department of Co-operative Governance and Traditional Affairs (COGTA) – Mr C Maeta, ChoeneM@cogta.gov.za  

  

 

Dear Sir / Madam 

 

PROPOSED LONGTERM CONTRACT FOR THE PROVISION OF SERVICES AS 

IMPLEMENTING AGENT FOR THE SCHULPHOEK DEVELOPMENT PROJECT, 

HERMANUS:  NOTICE IN TERMS OF SECTION 33 OF THE LOCAL GOVERNMENT: 

MUNICIPAL FINANCE MANAGEMENT ACT, 2003 (ACT NO. 56 OF 2003) 
 

In terms of Section 33(1)(a)(ii) of the Local Government: Municipal Finance Management Act, 2003 (Act no. 56 of 

2003) (MFMA), you are hereby notified of the Overstrand Municipality’s intention to enter into a contract which 

will impose a financial obligation beyond the three years covered in the budgets for the 2023/2024 to 2025/2026 

financial years.  

As is required, we hereby solicit your views and recommendations on the proposed contract between 

Overstrand Local Municipality and Asla Construction (Pty) Ltd, with regards to provision of services as 

implementing agent for the Schulphoek development project, Hermanus. The contract is planned to come into 

effect on 01 September 2023, for a contract period of 10 years. 

Please find attached the following: 

1. Annexure A: Information Statement 

2. Annexure B: Draft Contract 

3. Annexure C: Advertisement placed on 31 May 2023, inviting the local community and interested 

stakeholders to submit representations on the proposed long-term contract. 

Please express your views and recommendation(s), if any, to the undersigned on or before, Friday, 03 July 2023, 

in order for my Council to take all representations into account for decision making, thereby giving effect to the 

provisions of Section 33(1)(b)(i-iv) of the MFMA. 

 

Yours sincerely 

 

 

 

MR DGI O’NEILL 

MUNICIPAL MANAGER   

ANNEXURE C 
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Tel: 028 313 8003  |  Fax: 086 568 9726  |  E-mail: mm@overstrand.gov.za 

PO Box 20  |  HERMANUS, 7200 

www.overstrand.gov.za    

KANTOOR VAN DIE MUNISIPALE BESTUURDER   

OFFICE OF THE MUNICIPAL MANAGER   

 
NAVRAE | ENQUIRIES:    Mr DGI O’Neill  

LEÊRVERWYSING | FILE REFERENCE:  8/3/1/SC2368/2023 

DATUM | DATE:     17/07/2023 

 

 

By e-mail to: 
mfma@treasury.gov.za  

Attention :  Mr Shabeer Khan 

   Accountant-General 

  

 

Dear Sir  

 

RE: PROPOSED LONGTERM CONTRACT FOR THE PROVISION OF SERVICES AS 

IMPLEMENTING AGENT FOR THE SCHULPHOEK DEVELOPMENT PROJECT, 

HERMANUS:  NOTICE IN TERMS OF SECTION 33 OF THE LOCAL GOVERNMENT: 

MUNICIPAL FINANCE MANAGEMENT ACT, 2003 (ACT NO. 56 OF 2003) 
 
Your comments received with regards to the above subject line, has reference. 

 

• Overstrand Municipality will ensure that sufficient budget provision is made available for the 

implementation of the project. 

• A formal tender process was followed by Overstrand Municipality. 

• Overstrand Municipality will ensure compliance to Section 116 of the MFMA in all respects. Which 

includes but are not limited to: 

Dispute resolution mechanisms to settle disputes between the two parties; 

Periodic review of the agreement; and 

Monthly performance evaluation of the service provider. 

• All relevant project phases in scope will be project managed with specific timelines for completion. Special 

conditions under clause 6.11 specifically refers to penalties in the event of delay in performance. 

• Overstrand Municipality can also confirm sufficient in-house contract management capacity to ensure that 

all conditions of the agreement are managed consistently with the provisions of section 116 of the MFMA. 

 

 

Yours sincerely 

 

 

 

MR DGI O’NEILL 

MUNICIPAL MANAGER   

ANNEXURE E
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