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9. 
CONTRACT SC 1817/2017: PROPOSED AMENDMENT: RE-ELECTRIFICATION 
OF MANDELA SQUARE, ZWELIHLE, HERMANUS  
 
16/3/2 
J du Plessis (028) 316 2630 Hermanus Administration 
15 August 2018 

 
1. Executive Summary 

 
The purpose of this report is to provide the necessary information and 
motivation on the proposed amendment of CONTRACT NUMBER 
SC1817/2017: RE-ELECTRIFICATION OF MANDELA SQUARE, 
ZWELIHLE, HERMANUS, 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: Infrastructure and Planning 
Department: Electrical Service 

 
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) [MFMA] 
Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 
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 

 
Background 

 
Contract SC1817/2017 will terminate on 25 September 2018 or as soon as 
the civil works are completed whichever is the soonest. A request for an 
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urgent housing intervention, an emergency housing project in Zwelihle was 
received.  

 
A meeting was set up to discuss the way forward with the relevant Senior 
Manager in conjunction with the Contract Management and Supply Chain 
office. During this meeting the previous process was reflected on, financial 
status was reported and the options going forward, being either looking at 
alternatives or following a Section 116 process was discussed. 

 
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 SC1817/2017 was advertised for 
public comment as follows: 

 
Date of Advertising:                 13 July 2018 
Method of Advertising:     Die Burger, Cape Times, Overstrand 

Website  
Closing Date for Comments:    13 August 2018 

 
No written or representations comments were received by the closing date 
of 13 August 2018. 

 
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:   
 ‘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.’ 

 
Discussion 

 
It is proposed that contract SC1817/2017 terminating on 25 September 
2018, be amended to remain in effect for a period ending 20 February  2019 
for the following reasons:  

 
(a) A request for an urgent housing intervention in Zwelihle was received 

and all the new housing units need to be electrified. 
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(b) To provide enough time for the Overstrand Municipality’s successful 
bidder on tender SC 1817/2017 to electrify the emergency housing 
development in Zwelihle on the same terms, conditions and rates. 

 
The contract is rates based - the total expenditure, as per the SAMRAS 
financial system as well as the estimated expenditure for the 5 month 
amendment is indicated in the table below: 

 

Ref no SC1817/2017 

Service Provider name VE Reticulation (Pty) Ltd. 

Project Description  Electrification of emergency  
housing project, Zwelihle, Hermanus 

Responsible For Service Level 
Agreement  

N/A 

Original total Contract Value  (Excl. 
VAT) 

R 1 456 262.68 

Total Estimated expenditure 
extension  (Excl. VAT) 

R 1 061 168.90 (Including 10% 
contingency)  

 
7. Financial Implications 

 
Source of Funding: INEP  

 
SCOA cost account                              : 5 02 5001 065 1 
SCOA BKey    : 20170704093142 
SCOA Description    : Electrification of low cost housing 
         areas (INEP) 
Budget Provision 2018/2019  : R   4 262 000.00 
Spent to Date/Committed   : R   0 
Balance Available    : R   4 262 000.00 
Funds Required (This report)  : R   1 061 168.90 

 
8. Staff Implications 

 
None 

 
9. Comments from other Departments, Divisions and Administrations 

 
Supply Chain Management Unit 

 
A compliance check in terms of the Supply Chain Management Policy has 
been undertaken and verified on 20 August 2018. The Supply Chain 
Management Unit is satisfied that VE Reticulation (Pty) Ltd complies in all 
respects. 
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Contract Management Office 
 

It is confirmed that contract SC1817/2017 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: BAC Minutes of 22 August 2018 
Annexure E: Bill of Quantities 

 
RECOMMENDATION TO THE COUNCIL: 
  
1. that cognisance be taken of the reasons for the proposed amendment of 

Contract number SC1817A/2017: Re-electrification of Mandela Square, 
Zwelihle, Hermanus, 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: for the purpose of 
electrifying the emergency housing project in Zwelihle; 

  
2. that cognisance be taken that no written comments or representations were 

received from the local community by closing date, 13 August 2018;  and 
 

3. that the contract be terminated on 20 February 2019. 
 
 
RESPONSIBLE OFFICIAL : J DU PLESSIS 
 C ROETS 
 
TARGET DATE FOR IMPLEMENTATION : 31 AUGUST 2018 
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