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AGENDA OF THE MAYORAL COMMITTEE MEETING 24 JUNE 2015

9.

TENDER NO. SC1261A/2012: PROPOSED AMENDMENT OF CONTRACT FOR THE
MAINTENANCE OF WATER AND WASTEWATER INFRASTRUCTURE EQUIPMENT
IN THE OVERSTRAND FOR THE PERIOD ENDING 30 JUNE 2015

8/4
M Bartman (028) 313 8982 Corporate Head Office
24 June 2015

1. Executive Summary

The purpose of this report is to provide the necessary information and
motivation for the proposed amendment of Contract SC1261/2012:
MAINTENANCE OF WATER AND WASTEWATER INFRASTRUCTURE
EQUIPMENT IN THE OVERSTRAND ENDING 30 June 2015, in terms of the
enabling provisions of section 116(3) of the Local Government: Municipal
Finance Management Act, Act No. 56 of 2003 (MFMA), to enable Council to
make an informed decision when considering to amend the contract.

2. Service Delivery and Budget Implementation Plan - IGNITE

Directorate: Community Services
Section: Operational 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
4. Delegated Authority
None
5. Legal Requirements
Local Government: Municipal Finance Management Act, 2003(Act 56 of 2003)

Circular 73 National Treasury Practise note
Overstrand Municipality Supply Chain Management Policy, as amended

Overstrand Municipality Contract Management Policy, as amended

6. Background/Motivation/Compliance
Background
Tender No. SC 1261/2012 for the Maintenance of Water and Wastewater

Infrastructure Equipment in Overstrand was awarded in two contracts to Water
and Sanitation Services South Africa for Work Packages 1 and 2 (Boreholes,
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Reservoirs and Water Pump Stations) and Hidro-Tech Systems for Work
Packages 3, 4 and 5 (Wastewater Pump Stations, Water and Wastewater
Treatment Works) on 25 January 2013. These contracts were awarded
according to rates with an estimated total contract value. The actual contract
value for each contract is based on the “as and when” principle of when
maintenance and repairs is required on equipment and infrastructure of water
and wastewater facilities.

The main items of work are preventative maintenance and the repair of break
downs of water and wastewater infrastructure and equipment at all the facilities
in Overstrand under these two contracts across 3 financial years, with a
contract end date of 30 June 2015.

The contract in terms of tender SC 1508/2014: Phase Two for Bulk Water and
Waste Water Operations and Maintenance Management Contract (section 78
investigations) is currently being negotiated. This contract will amongst others
make provision for the maintenance and repairs of water and wastewater
infrastructure and equipment. The intention was that the contract be concluded
before 30 June 2015. However due to prolong negotiations with role players it is
anticipated that this contract will only be concluded after 30 June 2015.

The Directorate is now faced with the challenge that when the maintenance
tender expire on 30 June 2015 there will be no contract in place to attend to
emergency break downs of equipment. This can lead to catastrophic situations
such as sewer spillages, water shortages and water and effluent quality
problems. This can again lead to huge financial implications for, and law suits
against the Overstrand Municipality.

The alternative of calling for tenders for the maintenance and repairs of water
and wastewater infrastructure and equipment at this stage, is considered not to
be practical until there is more certainty on progress of the contract in terms of
tender SC 1508/2014.

The preferred option is to extend the period of the current tender and value per
contract above R 10 million in terms of section 116(3) of the Municipal Financial
Management Act 56 of 2003. This will enable the municipality to make an
informed decision when assessing the progress of the section 78 investigation
and the timeline for the appointment of the Maintenance Management
Contractor (if any).

To allow for the earlier cancellation of the amended contracts, a 30 day notice
period have been agreed with the Hydro-Tech and WSSA (annexure A).
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Motivation
a) The negotiation process for the contract in terms of tender SC 1508/2014:

b)

g)

Phase Two for Bulk Water and Waste Water Operations and Maintenance
Management Contract is currently underway and if successful it will
include the scope of work for tender SC1261A/2012.

Due to the delay in the negotiation process for the contract in terms of
tender SC 1508/2014, it will result in a period where no approved
contractor will be available to deal with emergency breakdowns. This can
lead to catastrophic situations such as sewer spillages, water shortages
and water and effluent quality problems.

A new three year tender process will create expectations and will be
unreasonable to the contractor, should the contract be cancelled within a
short period after it is awarded, due to the possible conclusion of the
contract of tender SC 1508/2014.

A short term tender for a Water and Wastewater Equipment Maintenance
Tender can lead to inflated rates being tendered, which would not be in
the interest of the Municipality.

By amending the contract the municipal will financially benefit as existing
rates, with only a 6% escalation rate will apply, and not new tariffs that
could be much higher.

The current two contractors are familiar with the water and wastewater
facilities and are currently providing a service of good quality and value for
money.

A 30 day notice period will be included in the amended contract for
cancellation should the contract in terms of SC1508/2014 be awarded.

SCM Compliance

A compliance check was performed. The company duly completed the needed
forms and is found to be fully compliant

7. Financial Implications

Actual expenditure incurred from April 2013 up to 18 May 2015 is as follows:

WSSA: R 3 000 800.89 excl VAT
Hidro-Tech: R 7 532 001.04 excl VAT
Total Expense: R10 532 801.93 excl VAT
Estimated expenditure per contract up to end June 2018:
WSSA contract: R 4 500 688.00 excl VAT
Hidro-Tech contract: R11 296 717.00 excl VAT

Total estimated expenditure: R15 797 405.00 excl VAT
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Source of Funding: Operating Budget Provisions

Department 2015-2016 2016-2017 | 2017-2018
Water Distribution Kleinmond : Contracted Services R 132,230 R 140,164 R 148,574
Water Distribution Hermanus : Contracted Services R 220,000 R 360,000 R 381,000
Water Distribution Stanford : Contracted Services R 52,868 R 56,040 R 59,402
Water Distribution Gansbaai : Contracted Services R 164,247 R 174,102 R 184,548
Water (Raw Water Dams) Gansbaai : Contracted Services R 57,641 R 61,100 R 64,766
Sewerage Distribution Kleinmond : Contracted Services R 185,000 R 196,100 R 207,866
Sewerage Distribution Hermanus : Contracted Services R 1,700,000 R 1,908,000 R 2,022,480
Sewerage Distribution Stanford : Contracted Services R 43,000 R 45,580 R 48,315
Sewerage Distribution Gansbaai : Contracted Services R 317,499 R 336,938 R 357,567
Water (Treat) Kleinmond : Contracted Services R 273,108 R 289,495 R 306,865
Water (Treat) De Bos / Preekstoel : Contracted Services R 1,901,706 R 2,121,808 | R 2,249,116
Water (Treat) Gansbaai / Franskraal : Contracted Services R 1,300,000 R 583,000 R 617,980
Sewerage (Treat) Kleinmond : Contracted Services R 115,161 R 122,071 R 129,395
Sewerage (Treat) Hawston : Contracted Services R 233,200 R 247,190 R 262,000
Sewerage (Treat) Hermanus : Contracted Services R 350,000 R 393,260 R 416,850
Sewerage (Treat) Stanford : Contracted Services R 198,207 R 210,100 R 222,706
Sewerage (Treat) Gansbaai : Contracted Services R 496,500 R 526,290 R 557,868
TOTAL R 7,740,367 R 7,771,238 | R 8,237,298

2015/16 2016/17 2017118
Budget Provision (excl VAT) R7 740 367 R7 771238 | R8237298
Balance Available 2015/16 (excl VAT) R7 740 367 R7 771238 | R8237298
Estimated expenditure (excl. VAT) R4 962 120 R5259 847 | R5575438
Total estimated expenditure on SC 1261/2012 & 1261A/2012 (excl. R15 494 921 R20 754 768 | R26 330 205
VAT) o

**The total current (2014/2015) expenditure plus the estimated expenditure for

2015/2016: R15 494 921.00.
8. Staff Implications

None

9. Comments from other Departments, Divisions and Administrations

Contract Management Office (SCM)

It has been verified and confirmed that:

The contract is active and the proposed amendment of the contract is
supported. It is verified that the content of this submission is in full compliance
with the regulatory requirements of Section 116(3) of the Local Government
Finance Management Act, 2003 (Act 56 of 2003) and the Overstrand
Municipality Supply Chain Policy.
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No recommendations or representations were received from the local
community by closing date, 22 June 2015.

10.Annexures

Annexure A: Addendum to contract confirming to extend contract
Annexure B: Public notice as published in the Hermanus Times on the 22 May
2015.

RECOMMENDATION TO THE COUNCIL:

that, in terms of section 116(3) of the Local Government : Municipal Finance
Management Act, No 56 of 2003 (MFMA) and circular 73 of National Treasury, the
reasons for the proposed amendment of the Contract SC1261/2012 for the
MAINTENANCE OF WATER AND WASTEWATER INFRASTRUCTURE
EQUIPMENT IN THE OVERSTRAND, with a contract period ending 30 June
2018, on a month to month basis with a 30 day notice period, be noted.

RESPONSIBLE OFFICIAL : MIKE BARTMAN
MORNE POTGIETER

TARGET DATE FOR IMPLEMENTATION : 1 JULY 2015
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Engquiries T MIKE BARTMAN COMMUNITY SERVICES
:18/05/2015

ADDENDUM — INTENT TO AMEND A CONTRACT - SC 1261/2012

The parties agree to the following intention to amend the existing contract SC 1261/2012, which wers
signedbomnmonoaMafdazmamdrecordmbmdoneMmdwlm.wlMany
coemionmuomrtommyonepany.

mepm:mowmemendmwdmowmmmm regardhgmubovammﬁomdlgmmem
tDSOJune?maonnmmﬁbmmﬂtb&s&a%awdwmﬁaoﬂmmﬂmm

mwwmmmmwummeummm“mmumwmum
and conditions of the contract.

Overstrand Municipality have the fight o terminate the amended contract SC 1261A/2012 with 30 day
notice, bafore the end of June 2018.

ThaMuamelhatthenmmdmmofmooonmctbsubkcnotheeanplalmafa&pp!ycm{n
Management process, Inciuding completing a process as presoribed by section 116(3) of the Municipal
Finance Management.

Thepltﬁanhmheragmeocummﬂwlrdsmndmmow\econmmmdauolmﬂoﬁmdm
presceibed Supply Chain Management process.

Thus done and signed st .../}, :-sburj, s AQEH day of H";"? 2015

ohann
In the presence of the und ned witnesses

7 4 ' WATER & SANITATION SERVICES
WITNESSES: o
, BLOCK €, LINCOLNWOQD OFFICE PARK
' T : ) Do
2 lela . N‘ WOODMEAD 2128
for and off pafalf of Water sind Sanitation Services SA:

L Allecock
Nmeom’z‘Q s y

Thus done and signed at ... uw\‘*‘*\’b ....... this . 2O dayof .0 o018

for and on behall of Overstrand Municipaity Roderick Wiliams,
Director: Community Services

1
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OFFICE OF THE DIRECTOR:
Enquities : MIKE BARTMVAN COMMUNITY SERVICES
Date 1 19/05/201%

ADDENDUM ~ INTENT TO AMEND A CONTRACT - §C 1261/2012

The parties agree to the following intention to amend the existing contract SC 1261/2012, which were
signed between them on 08 March 2013 and record this was done freely and willingly, without any

coercion whatsoever from any one party:

The parties agree to the amendment of the contract end date, regarding the abovementioned agreement
to 30 June 2018 on & month to month basis with 8 30 day notice of termination period.

The supplier acknowledges that they do have the capacity ta fulfil the obligation as set out In the terms
and conditions of the contract.

Oversteand Municipality have the right to ferminate the amended contract SC 1261A/2012 with 30 day
notica, before the end of June 2018

The parties agree that the amendrent of the contract is subject to the completion of a Supply Chain
Management process, incliding compiating a process as prescribed by saction 116(3) of the Municipa!
Finance Management.

The parties further agree to commi to this amendment of the contract after the date of completion of the
prescribad Supply Chain Management process,

Thus done and signed ‘& l%d&dvl%b &07” day of M‘7~ 2015

in the presence of the undersigned witnesses

pdhaithf Hidro-Tech Systams:

\ T 1. FOEN . Dirsctor

SOS wis RS dayof MH‘\" 2015

Thus done and signed at ... M5 00 TN
in the presence of the undarsigned witnesses

WITNESSES:
s ST
2 T : : %

for and on behalf of Overstrand Municipality Roderick Williams.
Director: Community Services
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