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10. 
PROPOSED AMENDMENT OF LONG TERM CONTRACT NO. SC 1890/2018: 
WATER AND WASTE WATER BULK WORKS OPERATION AND MAINTENANCE:  

 
8/3/1/SC1890/2018 
H Blignaut Deputy Director: Engineering Planning 
11 October 2019 (028) 313 5047 

 
1. Executive Summary 

 
The purpose of this report is to provide the necessary information and 
motivation with regard to the proposed amendment of Contract SC1890/2018: 
Water and Waste Water Bulk Works Operations and Maintenance, 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 (Bulk Water 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) (MFMA) 
Water Services Act 108 of 1997 
Overstrand Municipality Supply Chain Management Policy 
Overstrand Municipality Contract Management Policy 
National Treasury MFMA Circular no. 73 

 
6. Background/Evaluation/Conclusion 

 
Background 

 
A 15 year contract for the operation and maintenance of Overstrand 
Municipality’s bulk water and waste water facilities was awarded to Veolia 
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Water Solutions & Technologies South Africa (Pty) Ltd on 4 September 2019. 
The long term contract was approved by the Overstrand Council on 
28 November 2018, and the contract commenced on 8 December 2018.  

The contract makes provision in clause 6 for adjustment or variation of the 
scope of the contract during the contract period, as a result of issues arising 
after the effective date of the contract, which may include e.g. changes in 
regulatory provisions, changes in the Bulk Works (either expansion or 
reduction), or change in raw water quality.  The impact of such a variation has 
to be agreed between the parties, provided that 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 Veolia’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 Veolia’s quoted rates as agreed 
for the proposed variation.  All other terms and conditions of the contract will 
remain the same.  

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

The reason for this proposed amendment is to include the operation and 
maintenance of new bulk water and waste water facilities to the scope of work 
of the contract, in accordance with clause 6 of the contract between the 
municipality and Veolia. The proposed variation of the scope of the contract is 
twofold, i.e.: (A) the Stanford Waste Water Treatment Works (WWTW) being 
upgraded from 0.5 Mega liters per day (Ml/day) capacity to 1.2 Ml/day 
capacity, which includes new infrastructure and resource requirements, and 
(B) a water stabilization system being installed at the Stanford Water 
Treatment Works (WTW) to improve the quality of water supplied to 
consumers in Stanford. 

Because the proposed amendment to the existing contract is for more than 
three years (up to 7 December 2033), the Municipality has to comply with 
sections 116(3) as well as 33 of the MFMA. 

 
Evaluation 

 

Section 116(3) of the MFMA provides as follows: 
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Section 33 of the MFMA provides as follows: 

 

 
 

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, 
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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 newspapers on 23 August 
2019 (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 23 September 2019. 

 An Information Statement explaining the proposed amendment to the 
contract was made available to the public from 23 August 2019 – 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 (Annexure C). Only National Treasury 
responded with comments, although it was received on 1 October 2019, 
i.e. after the closure date of 23 September 2019 (refer to Annexure D).  
They were under the impression that the required MFMA section 33 
process was not followed for the original Contract SC 1890/2018 before 
final approval. The Municipal Manager responded to their query by 
providing proof of the relevant MFMA section 33 process that was 
followed during 2018 (refer to Annexure E). 

 The proposed amendment of the contract served before the Overstrand 
Bid Adjudication Committee on 15 October 2019, where it was 
recommended to the Accounting Officer for approval. 

The entire contract represents approximately 27.6% of the total expenditure 
for Water and 13.3% of the total expenditure for Sewerage Services. 

 
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 amended rates quoted 
by Veolia for the inclusion of the operation and maintenance of (A) the 
upgraded Stanford WWTW as well as (B) the water stabilization plant at 
Stanford in the contract are deemed to be fair and market related.  
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7. Financial Implications 
 

Source of Funding: Operating Budget Provision 
 

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

 
A: Stanford Upgraded WWTW 2019/20 2020/21 2021/22 

mSCOA Description Outsourced Services: 
Sewerage Servs: waste 

water 

Outsourced Services: 
Sewerage Servs: waste 

water 

Outsourced Services: 
Sewerage Servs: waste 

water 

mSCOA Cost Account 12210200570000 12210200570000 12210200570000 

mSCOA Business Key 20190624071401 20190624071401 20190624071401 

Budget Provision  R 11 544 990 R 12 399 320 R 13 316 870 

Balance Available  R3 544 990 R 12 399 320 R 13 316 870 

Total Estimated Expenditure on 
Proposed Amendment A 

R 234 969 (6 months) R 505 418 R 543 678 

Escalation (if any) Clause 20 of Contract SC 1890/2018 
Escalation Date Annually on 1 July 

 
B: Stanford Upgraded WTW  2019/20 2020/21 2021/22 

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 20180705059772 20180705059772 20180705059772 

Budget Provision (excl VAT) R 36 722 290 R 39 439 740 R 42 358 280 

Balance Available (excl VAT) R 6 722 290 R 39 439 740 R 42 358 280 

Total Estimated Expenditure on 
Proposed Amendment B 

R 484 873 (6 months) R 1 042 962 R 1 121 915 

Escalation (if any) Clause 20 of Contract SC 1890/2018 
Escalation Date Annually on 1 July 

 
The projected financial implications of the long term contract including the 
proposed amendment are illustrated in Annexure F. 

 
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 
Annexure D: Comments received from National Treasury 
Annexure E: Municipal Manager’s response to National Treasury 
Annexure F: Projected financial implications of the long term contract 
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RECOMMENDATION TO THE COUNCIL:  
  
1. that cognisance be taken of the reasons for the proposed amendment of 

Contract SC 1890/2018 between Overstrand Municipality and Veolia Water 
Solutions & Technologies South Africa (Pty) Ltd for the operation and 
maintenance of the bulk water and waste water 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 cognisance be taken of the comments received from National Treasury 
in respect of the proposed amendment of long term Contract SC 1890/2018 
between Overstrand Municipality and Veolia Water Solutions & Technologies 
South Africa (Pty) Ltd for the operation and maintenance of the bulk water 
and waste water 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 the proposed amendment of Contract SC 1890/2018 between 
Overstrand Municipality and Veolia Water Solutions & Technologies South 
Africa (Pty) Ltd for the operation and maintenance of the bulk water and 
waste water infrastructure, be consented to. 

 
 
RESPONSIBLE OFFICIAL: H BLIGNAUT  
 
TARGET DATE FOR IMPLEMENTATION : 1 NOVEMBER 2019 
 
TARGET DATE TO INFORM APPLICANT : N/A 
 
TARGET DATE TO INFORM OBJECTOR : N/A 
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