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11. 
PROPOSED AMENDMENT TO CONTRACT NUMBER SC1644/2015: PROVISION OF 
BANKING SERVICES FOR A CONTRACT PERIOD ENDING 30 NOVEMBER 2017 
 
5/18/1 
B A King (028) 313 8154 Corporate Head Office 
19 July 2017 

 
1. Executive Summary 

 
The purpose of this report is to provide the necessary information and 
motivation on the proposed amendment of CONTRACT NUMBER 
SC1644/2015: Provision of banking services for a contract period ending 30 
November 2017, in terms of the enabling provisions of Section 33 and Section 
116(3) of the Local Government: Municipal Finance Management Act, Act No. 
56 of 2003 (MFMA), in order to enable the Council to make an informed 
decision whether to consent to the amendment of the contract. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate:  Finance  
Department:  Accounting Services 

 
3. Compliance with Strategic Priority 

 
Provision of democratic, accountable and ethical governance 

 
4. Delegated Authority 

 
None 

 
5. Legal Requirements 

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

 
6. Background/Discussion/Evaluation/Conclusion 

 
Background 

 
In terms of the Municipal Financial Management Act (MFMA) and Supply Chain 
Management Regulation 30, the Municipality must procure banking services. 
The Primary Bank Account receives all revenue due to the Municipality, all 
income received on its investments, all income received in connection with its 
interest in any municipal entity including dividends, all money collected by the 
Municipality, entity or other external mechanism on behalf of the Municipality 
and any other monies as may be prescribed. It is also used for all 
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disbursements for the payment of creditors, salaries and wages and any other 
monies due. 

 
A transversal agreement SC1644/2015 was awarded to ABSA Bank by the Bid 
Adjudication Committee on 30 October 2015 for a period of 2 years, ending 30 
November 2017. The piloting of the Municipal Standard Chart of Accounts 
(mSCOA) and the further implementation thereof by Overstrand Municipality 
raises many challenges and risks as well as unquantified opportunities in terms 
of the Modernisation Project for the SAMRAS financial system, e.g. Ratepayers’ 
Portal, other new enhanced components and continuous innovation, inclusive of 
security relating to anti-hacking and functional data security. It was recognised 
from the onset that integrated banking in the system software was important in 
the implementation of mSCOA and the challenges that would be posed if the 
integrated banking had to change to a different financial institution while 
implementing mSCOA. 

 
Section 116(3) of the MFMA provides as follows: 
“(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 contract or 
agreement;  and 
(ii) has been invited to submit representations to the municipality or municipal 
entity.” 

 
The proposed amendment of contract SC1644/2015 was advertised for public 
comment as follows (See Annexure A):  

 
a) For public comment: 

Date of advertising:     21 April 2017 
Method of advertising:    Die Burger, Cape Times, Overstrand 

Website & Municipal Notice Boards 
Closing date for comments:      22 May 2017 

 
No comments were received from the public by the closing date of 22 May 
2017. 

 
b) National and Provincial Treasury & COGTA: 

Date of requesting comments:      24 April 2017 
Closing date for comments:     26 May 2016 

 
A general communication was received from National Treasury and is attached 
as Annexure E. 

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

 
The municipality must be in a position to collect and receive revenue due and to 
pay its creditors. Integrated banking services play a major role in the collection 
of revenue and the payment of creditors. Integrated systems must be in place to 
update debtors’ accounts with payments received, so that monies due to the 
municipality can be determined at all times. 

 
Discussion and Evaluation 

 
Cost saving benefits and the minimising of risks are summarised as follows: 
a) No establishment costs and training: 

No establishment costs (electronic bank services implementation) will be 
incurred, as the service provider remains the same as the current service 
provider. There will be no re-training with possible costs of training of staff 
on new systems. 

b) Revenue Collection: 
Numerous risks would be encountered of which revenue collection is the 
major risk. The integration of client accounts with the current software 
system and financial institution is paramount in sustainable revenue 
collection.  

c) Modernisation: 
The current software system provider is implementing modernisation of 
the current service offering, with the implementation of mSCOA, to be 
implemented from 1 July 2017. The service provider for the current 
financial system (SAMRAS) is continuously switching on different 
components of newly developed software, as could be the case over the 
next twenty-four months. It is therefore deemed critical to, as far as 
possible, have a stable and manageable environment, inclusive of 
avoiding any negative impact of collecting outstanding monthly accounts 
via electronic transactions, bank statement downloading, bank file uploads 
to the financial system, creditors and remuneration runs, etc.  

d) Admin Expenses: 
Costs will be incurred relating to expenses for a change to another 
financial institution, as a campaign will have to be rolled out to inform all 
customers thereof. 

e) Tariffs are market related (Rates of award): 
The rates of award of the current contract (Langeberg municipality 
transversal contract) are favourable relating to the major expense items, in 
that savings were generated from the onset compared to the rates prior to 
engaging the transversal tender. 

 
 Scope:  

The scope of work addresses ABSA Bank providing banking services, which 
would include cash management, revenue collection, internet banking and 
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electronic and cheque payments. The key outcome sought is cost effective and 
efficient systems integrated banking services for the municipality. 

 
Conclusion 

 
We are of the opinion that the procurement of banking services under a contract 
secured by another organ of state, namely: Langeberg Municipality, for banking 
services offered by ABSA Bank has demonstrated financial cost saving benefits 
at this stage and will continue over the next nineteen months. The extension of 
the contract will be on the same terms, conditions and at the same rates and 
escalation. The extension of the contract will further provide a stable 
environment for integrated banking into the financial system to enable revenue 
collection and creditor payments. 

 
From the onset, it was recognised that the integrated banking in the system 
software was important in the implementation of mSCOA and challenges that 
would be posed if the integrated banking had to change to a different financial 
institution while implementing mSCOA. 

 
7. Financial Implications 

 
Source of Funding Operating Budget Provisions 

 

LICENSE AND SUPPORT FEES 

YEAR Budget 2017/2018 Budget 2018/2019 Budget 2019/2020 

SCOA  Description OperCost: Bank Charges Bank Acc 

SCOA  Cost Account 10180221580000 10180221580000  

SCOA  Unique Key 20170525079129 20170525079129  

Budget Provision R1 390 620 R1 460 151  

Balance Available R1 390 620 R1 460 151  

Total Estimated Expenditure (excl VAT) R1 390 620 R1 460 151  

Total Estimated Expenditure Extension (excl VAT) R2 850 771 

Escalation (if any) Not to exceed CPI according to SLA 

Escalation date Annual basis after giving 30 days prior written notice according to SLA 

 
8. Staff Implications 

 
None 

 
9. Comments from other Departments, Divisions and Administrations 

 
Supply Chain Management: 
A compliance check in terms of the Supply Chain Management Policy has been 
undertaken and verified and the SCM Unit is satisfied that ABSA Bank Limited 
complies in all respects.  See  Annexure G. 
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Contract Management Office: 
It is confirmed that contract SC1644/2015 is still active and the proposed 
amendment of the contract is supported. This is the first amendment to the 
existing contract and a Section 116(3) amendment as required by the MFMA 
has being followed. In terms of Section 33 of the MFMA, due process has been 
followed, making provision for the contract having future budgetary implications. 

 
No recommendations or representations were received from any relevant 
stakeholders against the intention to amend the contract.  

 
The amendment of this contract carries exceptional reason for the amendment 
of the contract and is perceived to contribute to a financial benefit for the 
municipality, without having an impact on the municipality’s future tariffs and 
revenue.  

 
10. Annexures 

 
Annexure A: Public notice of intention to amend the contract 
Annexure B: Addendum to the contract (intend to amend) 
Annexure C: ABSA Draft service level agreement 
Annexure D: MFMA Information statement 
Annexure E: Request for comments from stakeholders and response from 

National Treasury 
Annexure F:   Extract from minutes of contract amendment meeting 
Annexure G: SCM compliance checklist 

 
RECOMMENDATION TO THE COUNCIL:  
  
1. that it be noted that no representations were received from the local 

community or other stakeholders by the closing date of 22 May 2017 against 
the intention to amend contract SC1644/2015; 

  
2. that cognisance be taken of the reasons for the proposed amendment of 

Contract SC1644/2015 for the provision of banking services for a contract 
period ending 30 November 2017, to be extended to 30 June 2019, in terms 
of the enabling provisions of Section 33 and Section 116(3) of the Local 
Government: Municipal Finance Management Act 2003 (Act 56 of 2003), and 
that the amendment be consented to;  and 

  
3. that the Municipal Manager be authorised to sign the contract. 

 
 
RESPONSIBLE OFFICIAL :   BA KING 
 
TARGET DATE FOR IMPLEMENTATION : 1 DECEMBER 2017 
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