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7. 
CONTRACT SC 1601A/2015: PROPOSED AMENDMENT: PROVISION AND 

ADMINISTRATION OF ELECTRICITY PRE-
PAYMENT VENDING SYSTEM FOR A 
CONTRACT PERIOD ENDING 30 JUNE 2018 

8/2/2 
EM Hooneberg (028) 313 8149 Corporate Head Office 
20 Junie 2018 

 
1. Executive Summary 
 

The purpose of this report is to provide the necessary information and motivation 
on the proposed amendment of Contract SC 1601/2015: Provision and 
Administration of an Electricity Prepayment Vending System for Overstrand 
Municipality for a Contract Period ending 30 June 2018, 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 whether to consent to the amendment of the contract.  

 
2. Service Delivery and Budget Implementation Plan - IGNITE 
 

Directorate: Finance 
Department: Revenue 

 
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) 
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 
 

Contract SC 1601/2015 for the Provision and Administration of Electricity 
Prepayment Vending System for a contract period will be ending on 30 June 
2018.  
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Due to the end of the term of the current contract being on 30 June 2018, this 
tender was advertised again. Tenders were received for the Provision and 
Administration of an Electricity Pre-payment Vending System for a contract 
period starting 01 July 2018 and ending 30 June 2021 (SC1851/2018).  All 
tenderers were found non-compliant.  A Section 116(3) process in terms of Local 
Government Municipal Finance Management Act 56 of 2003 is thus now 
regarded as the applicable approach in this instance, for a further period of 12 
months. 

 
Motivation 

 
Approximately 18 400 households (70% of electricity meters), of which 7 400 are 
indigent households, are using pre-paid electricity meters in the Overstrand 
Municipal area.  In order to maintain good service delivery, the current tender will 
be amended to ensure that customers can buy electricity from 01 July 2018 to 
30 June 2019. 

 
The selling of pre-paid electricity is a major source of income for the municipality 
and should it not amend the current tender the income will be lost.  The 
management of a prepaid vending system is integral to successful provision of 
services in facilitating selling of pre-paid electricity to residents and collection of 
amounts in arrears on municipal accounts. 

 
Allocation of free units to indigent customers is furthermore essential.  For most 
of the indigent households this is the only electricity that they will have access to 
and therefore it is a non-negotiable requirement. 

 
The Revenue Department also make use of the prepaid electricity system to 
verify the history of electricity use of an indigent applicant in order to make sure 
that they comply with the criteria set out in the Indigent Policy. 

 
Against this background, with the Section 116(3) of Local Government Municipal 
Finance Management Act 56 of 2003 now followed, it remains the strategic intent 
of the Municipality to assimilate similar functionalities from the other business 
systems deployed in the municipality into the Samras Financial System or at the 
very least, build the integration of the functionalities to the Samras Financial 
System where it is cost effective and functionally viable and is mSCOA 
compliant. Due to the complexities inherent to such business system 
conversions and integration, a phased approach will be followed.  

 
Section 116(3) process 

 
The proposed amendment of Contract SC 1601/2015 was advertised for public 
comment as follows: 
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Date of Advertising 18 May 2018

Method of Advertising
Cape Times, Die Burger & Overstrand Municipality 

Website

Closing Date for Comments 18 June 2018
 

 
No comments were received by the closing date of 18 June 2018. 

 
Conclusion 

 
Contract SC 1601/2015 for the Provision and Administration of an Electricity 
Prepayment Vending System was awarded for a 3 year period ending 30 June 
2018 to Syntell (Pty) Ltd, following a competitive bidding process in terms of the 
Overstrand Municipality’s Supply Chain Management Policy.  The amendment of 
the contract to ensure the continuity of this essential service is recommended. 

 
7. Financial Implications  
 

YEAR 2018/2019 

SOURCE OF FUNDING Operational Budget 

SCOA  Description Commission: Prepaid Electricity 

SCOA  Cost Account 10200221740000 

SCOA  Business Key 20170525078640 

Budget Provision R 4 327 227 

Balance Available R 4 327 227 

Total Expenditure (Excl. VAT) R 4 071 300 

Escalation (if any) N/A 

Escalation date  N/A 

 
Provision has been made in the Finance Operational Budget, Commission: 
Prepaid Electricity for the expenditure of these services. 

 

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 on 2018/06/13. The Supply Chain Management Unit is 
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satisfied that Syntell (Pty) Ltd complies in all respects. 

Contract Management Office 
 

It is confirmed that contract SC1601/2015 is still active and the proposed extension of 
the contract is supported.  

 
This is the first extension to the existing contract and a Section 116(3) amendment as 
required by the MFMA is being followed. 

 
The successful amendment of this contract is subject to Council’s consent to the 
proposed amendment of the contract. 

 
10. Annexures 
 

Annexure A: Public notice of intention to amend the Contract  

Annexure B:  Addendum to the Contract (intent to amend) 

Annexure C:  SCM compliance checklist 
Annexure D:     Extract of Bid Adjudication Committee Meeting Minutes,  

20 June 2018 
 
 
RECOMMENDATION TO THE COUNCIL: 
  
1. that cognisance be taken that no recommendations or representations were 

received from the local community by closing date, 18 June 2018;  and 
 

2. that cognisance be taken of the reasons for the proposed amendment of 
Contract number SC1601A/2015:  Provision and Administration of Electricity 
Prepayment Vending System to Overstrand Municipality for a contract period 
ending 30 June 2019, in terms of the enabling provisions of Section 116(3) of the 
Local Government: Municipal Finance Management Act 2003 (Act 56 of 2003), 
and that the amendment be consented to. 

 
 
RESPONSIBLE OFFICIAL : EM HOONEBERG 
 
TARGET DATE FOR IMPLEMENTATION : 01 JULY 2018 
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