
AGENDA OF THE MAYORAL COMMITTEE MEETING: 28 AUGUST 2019 

 
 
9. 
PROPOSED AMENDMENT OF CONTRACT SC 1892/2018: OPERATION OF THE 
GANSBAAI LANDFILL SITE, STANFORD PUBLIC DROP-OFF FACILITY AND 
PEARLY BEACH DROP-OFF FACILITY FOR A CONTRACT PERIOD ENDING 
30 NOVEMBER 2032 
 
8/2/1 
C Mitchell (028) 313 5045 Corporate Head Office 
14 August 2019 

 
1. Executive Summary 

 
The purpose of this report is to provide the necessary information and 
motivation for the proposed amendment of Contract Number SC1892/2018: 
Operation of the Gansbaai Landfill Site, Stanford Public Drop-off Facility and 
Gansbaai Drop-off Facility for a contract period ending 30 November 2032, in 
terms of the enabling provisions of Section 116(3) and 33 of the Local 
Government: Municipal Finance Management Act 2003 (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 & Planning 
Department: Engineering Planning, Solid Waste Planning section 

 
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) 
National Environmental Management: Waste Act, 2008 (Act 59 of 2008) 
Overstrand Municipality Supply Chain Management Policy as amended 
Overstrand Municipality Contract Management Policy as amended 
National Treasury MFMA Circular 73 
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6. Background/Evaluation/Conclusion 
 

Background 
 

Contract SC1892/2018 for the Operation of the Gansbaai Landfill Site, 
Stanford Public Drop-off Facility and Gansbaai Drop-off Facility for a contract 
period ending 30 November 2032 was awarded to Enviroserv Waste 
Management (Pty) Ltd on 04 December 2018, and approved by Council in 
terms of section 33 of the MFMA on 27 February 2019 (refer to Annexure B), 
and will terminate on 30 November 2032. Due to the unforeseen 
consequences of the new national minimum wage Gazetted in November 
2018 Enviroserv have approached the Overstrand Municipality to amend 
certain of the rates affected. 

 
MFMA Section 116(3) process 

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

 
“116(3) A contract or agreement procured through the supply chain 

management policy of a municipality or municipal entity may be 
amended by the parties, but only after- 
(a) the reasons for the proposed amendment have been tabled in the 

council of the 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 SC1892/2018 was advertised for 
public comment as follows (refer to Annexure F): 

 
Date of Advertising:  05 June 2019 
Method of Advertising: Gansbaai Courant, Overstrand Herald, The 

Village News and Overstrand Website 
Closing Date for Comments: 05 July 2019  

 
No comments were received by the closing date. 

 
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, 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 
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whether to consent to the amendment of the contract or agreement” 
(emphasis added). 

 
Section 33 of the MFMA provides as follows: 
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The procedures prescribed by section 33 of the MFMA have been duly 
followed.  This report to Council concludes the section 33 process, and 
includes the projected financial obligations for each financial year and the 
impact of those financial obligations on Overstrand Municipality.  

 
The following activities were completed, in accordance with section 33 of the 
MFMA: 

 

 A public notice (refer to Annexure F) inviting comments from the local 
community and other interested persons was published in the local media 
and on the municipal web site on 05 June 2019 (i.e. more than 60 days 
before the Council meeting of 28 August 2019).  No comment, input or 
inquiry was received before the closing date of 05 July 2019. 

 An Information Statement (refer to Annexure E) discussing the proposed 
long term contract was made available to the public from 05 June 2019 on 
Overstrand Municipality’s web site. 

 The views and recommendations of the following stakeholders have been 
solicited from 28 June 2019 (refer to Annexure D): National Treasury, 
Provincial Treasury, the Department of Co-operative Governance and 
Traditional Affairs, the Department of Environmental Affairs & 
Development Planning and the Department of Environmental Affairs. No 
comment was received from any of the stakeholders by the closing date of 
12 July 2019. 

 
It is envisaged that the amendment to the long term contract will have the 
following financial and economic impact on the Overstrand Municipality as 
illustrated in the table below: 

 
 
 

 
 
 
 
 
 
 
 
 
 

 
This contract amendment would result in an estimated 8% increase to the 
overall budgeted contract cost. 

 
Evaluation 

 
The proposed amendment of Contract SC1892/2018 is for the following 
reasons:  

Item No. Original    
Tender 
Tariff 

Adjusted  
Tender 
Tariff 

Estimated 
Monthly       

Additional 
Cost 

Comments on Additional 
Cost Calculation 

1  R221,137.99 R248,884.94 R27,716.95 Fixed cost item 

5.1 & 5.2 R95.53 R101.49 R2,682.00 Rate difference  x 450m3             
= 5.96 x 450 

7  R32,764.84 R36,890.45 R687.60 Only occurs twice a year ie 
monthly effect = 4,125.61 / 6 

      

    R31,086.55 Total estimated monthly    
effect at start if approved.  
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(a) The gazetted National Minimum Wage Act, Act 9 of 2018 which was 
Gazetted 27th November 2018, which specified a new minimum of 
R20.00 that came into effect on the 1st January 2019, had an unforeseen 
financial impact on the Enviroserv tendered rates which were calculated 
at tender stage in July 2018 prior to the announcement of the new 
minimum wage.  

(b) It was a condition of the tender that no employee may be remunerated at 
a rate less than the minimum wage.   

(c) The new minimum wage is more than 60% above the tendered wages of 
the lowest level employees and the escalation clause in the contract did 
not make provision for this. 

 
The contract is tariff based. The service provider has signed an Intent to 
Amend (refer to Annexure A), confirming his acceptance of the proposed 
amendment of the contract escalation clause. The remainder of the terms 
and conditions remain as per original tender. 

 
Conclusion 

 
As mentioned above the request is to amend the current escalation clause in 
the current contract, Part C.3.2 Contract Data, clause 17 as follows:  

  “In addition to the provisions of Part C 3.2 Contract Data clause 17:  Price, 
should the minimum wage rate applicable and payable to affected staff 
members of the Contractor be statutorily increased during the subsistence of 
the contract, the difference between the increased minimum wage rate and 
the tendered rate or the rate in operation prior to the increase, will be paid to 
the Contractor in order to compensate it for said increase. 
The Contractor accepts and agrees that in future it shall notify the Employer 
in writing at least 3 months in advance of any increase in the minimum wage 
rate, failing which no increase shall be considered and therefore paid" 

 
All other terms and conditions of the contract remaining the same. 

 
7. Financial Implications 

 
Source of Funding: Operating Budget Provision 
 

 2019/20 2020/21 2021/22 

mSCOA Description Outsourced Services: 
Mini Dumping sites  

Operation of Hermanus 
Material Recovery 

Facility 

Operation of Hermanus 
Material Recovery 

Facility 

mSCOA Cost Account 13640200440000 13640200440000 13640200440000 

mSCOA Business Key 20170525078506 20170525078506 20170525078506 

Budget Provision (excl VAT) R 13 306 540 R 14 131 790 R 15 015 310 

Balance Available (excl VAT) R 306 540 R 14 131 790 R 15 015 310 

Total Estimated Expenditure (excl 
VAT) 

R 397 906 R 422 024 R 447 759 

Escalation (if any) New escalation clause New escalation clause New escalation clause 

Escalation Date Monthly Monthly Monthly 
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Based on the previously approved tender tariffs and the anticipated waste 
volumes to be chipped, or transported, and/or disposed, the following 
estimations were made of the annual costs to be incurred for every year of 
this long term Service Level Agreement and are illustrated in the table below.   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
8. Staff Implications 

 
None 

 
9. Comments from other Departments, Divisions and Administrations 

 
Supply Chain Management 

 
SCM compliance checks on the service provider were done and all 
verifications in terms of the SCM Policy were found to be in order, hence we 
are satisfied that the bidder comply in all respects.  

 
The user department must ensure that the proposed amendment of the 
contract is in line with the fair, cost-effective, transparent, competitive and 
equitable principles of the Supply Chain Management system. Further, it is 
imperative that the amendment result to more efficient and effective systems 
in order to promote excellent service delivery to the community by the 
municipality. SCM supports the proposed amendment of the contract in 
terms of Section 116(3) and Section 33 of the Local Government: Municipal 
Finance Act no 56 of 2003. 

 
Contract Management 

 
It is confirmed that the content of this submission is in full compliance with 
the regulatory requirements of Section 116 (3) and Section 33 (MFMA, 2003) 

Financial Year Original approved 
estimate of Work to 

be Done plus              
Escalation 

Updated 
estimate 

including the 
8% labour 
increase 

Estimated 
additional cost 

over contract life 

1/3/2019 -30/06/2019 1,563,312.15 1,688,377.12 125,064.97 

2019 -2020 4,976,198.53 5,374,104.37 397,905.84 

2020 -2021 5,277,847.84 5,699,874.10 422,026.26 

2021 -2022 5,599,634.38 6,047,391.28 447,756.90 

2022 -2023 5,942,946.71 6,418,155.48 475,208.77 

2023 -2024 6,324,098.84 6,829,785.23 505,686.39 

2024 -2025 6,703,034.69 7,239,021.47 535,986.78 

2025 -2026 7,126,620.90 7,696,478.40 569,857.50 

2026 -2027 7,588,047.35 8,194,801.35 606,754.00 

2027 -2028 8,065,856.50 8,710,816.98 644,960.48 

2028 -2029 8,576,106.14 9,261,867.11 685,760.97 

2029 -2030 9,034,744.02 9,757,178.50 722,434.48 

2030 -2031 9,453,809.05 10,209,752.73 755,943.68 

2031 -2032 9,929,873.41 10,723,884,06 797,010.65 

1/6/2032 -30/11/2032 4,203,571.16 4,546,926.84 343,355,68 
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and the Overstrand Supply Chain – and Contract Management Policy 
Frameworks. Since the contract is of a tariff nature, and the contract value 
could not be determined from the beginning of the contract, Circular 62 of 
National Treasury recommends that the public participation process be 
followed to amend the contract (section 116 (3) of the MFMA). 

 
The period advertised for public comments and recommendations ended on 
05 July 2019 for the community and 12 July 2019 for Department of 
Environmental Affairs, National Treasury, Department of Local Government. 
Cognisance should be taken that no recommendations or representations 
were received from local community or mentioned state departments by 
05 July 2019 and 12 July 2019 respectively.  

 
10. Annexures 

 
Annexure A: Signed Intent to Amend 
Annexure B: Council Resolution 5.11 of 27 February 2019  
Annexure C: Original Bid Adjudication Committee Minutes of November 

2018 
Annexure D: MFMA Section 116(3) and 33 Letter to Stakeholders 
Annexure E: MFMA Section 116(3) and 33 Information Statement  
Annexure F: MFMA Section 116(3) and 33 Public Notice 

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

Contract SC1892/2018 for the Operation of the Gansbaai Landfill Site, 
Stanford Public Drop-off Facility and Gansbaai Drop-off Facility for a contract 
period ending 30 November 2032, in terms of the enabling provisions of 
Section 116(3) and 33 of the Local Government: Municipal Finance 
Management Act 2003 (Act 56 of 2003), and that the amendment be 
consented to; 
 

2. that cognisance be taken that no recommendations or representations were 
received from the local community or any other stakeholders by the closing 
date;  and 
 

3. that the Municipal Manager be authorised to sign the amendment to the long 
term contract on behalf of Overstrand Municipality 

 
 
RESPONSIBLE OFFICIAL : C MITCHELL 
 
TARGET DATE FOR IMPLEMENTATION : 1 SEPTEMBER 2019 
 
TARGET DATE TO INFORM APPLICANT : 2 SEPTEMBER 2019 
 
TARGET DATE TO INFORM OBJECTOR : N/A 
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