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13. 
CONTRACT  SC 1701A/2016: PROPOSED AMENDMENT: SOFTWARE AND 

WEBSITE FOR CARAVAN PARK /CAMPING 
RESERVATIONS FOR A CONTRACT PERIOD 
ENDING 30 JUNE 2020. 

8/2/2 
J van Asperen (028) 313 8959 Corporate Head Office 
15 May 2017 

 
1. Executive Summary 
 

The purpose of this report is to provide the necessary information and motivation 
on the proposed amendment of CONTRACT NUMBER SC1701/2016: 
SOFTWARE AND WEBSITE FOR CARAVAN PARK / CAMPING 
RESERVATIONS FOR A CONTRACT PERIOD ENDING 30 JUNE 2020, 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: Management Services 
Department: Information Communication Technology 
Directorate: Community Services 
Department: Deputy Director: Operational Services 

 
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 
 

Our key business system contract with CIMSO for the InnKeeper system for 
managing the Onrus and Palmiet Caravan park bookings expires 30 June 2017. 
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ICT’s role with regards to the business systems contracts is 3-fold: 

 being the budget holder for the licenses; 

 providing specialist advice on infrastructure requirements for business 
systems, and 

 providing specialist advice, support on analysis on processes and market 
trends with regards to business systems.  

 
A meeting was set up to discuss the way forward with all the relevant Senior 
Managers 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. It was noted that the key driver, 
specifically for all financial related systems, is mSCOA compliance required. 

 
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 SC1701/2016 was advertised for public 
comment as follows: 

 
Date of Advertising:                 24 March 2017 
Method of Advertising:      Die Burger, Cape Times, Overstrand Website & 
Municipal Notice Boards 
Closing Date for Comments:   24 April 2017  

 
No comments were received by the closing date of 24 April 2017. 

 
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.’ 

 
The municipality should ideally have a single business system with a single 
database and workflow. Considerations to introduce such a strategy for business 
systems should however always be assessed carefully against initial investment 
costs for such ventures, as well as the potential risks if the anticipated operational 
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efficiencies and return on investments are not realized - this is done by the ICT 
Steering Committee. 

 
Migration strategies for local government institutions must remain aligned with 
architectures and technologies of selected manufacturers as well as trusted 
relationships with selected service providers. Investments made by local 
government institutions in business system architectures and trusted 
relationships with service providers are seen as long term investments which 
cannot readily be changed without exposing the municipality to continuity and 
contingency risks. 

 
Discussion 

 
a) Regulatory requirements from National Treasury 

 
Recent statements of direction from National Government implies a more 
strategic approach must be introduced by all local government entities to migrate 
its existing portfolio of legacy ICT services and systems to a business systems 
architecture that will enable improved data access and reporting capabilities to all 
stakeholders. 

 
MFMA Circular 57 dated 20 October 2011: issued by National Treasury states: “It 
is imperative that municipalities operate effectively and utilise financial 
applications optimally to present credible information on a timely basis for internal 
and external use.” The mSCOA project undertaken by National Treasury and 
supported by the outcomes of the Consolidated Auditor General Report 
(2009/2010) on local government include amongst others: 
i) “Research and assessment into various financial applications and related 

software systems in use by municipalities.  
ii) Minimal dependency on service providers, central coordination, guidance and 

specialist support offered in a cost-effective and efficient manner. 
iii) That guidelines be issued on minimum standards for financial systems which 

would minimise excessive or duplicate systems, examine critical integrated IT 
solutions to maximise capabilities and achieve cost effectiveness while 
addressing associated maintenance costs”  

 
It was observed that municipalities have in the past diluted the benefits of 
financial applications by choosing to implement certain ‘components’ or altering 
the application to meet their specific requirements or utilising an application that 
was not integrated with the financial system. 

 
b) Business Systems Alignment with Strategic Objectives 

 
The ability to remain constantly aligned with the strategic goals and objectives of 
the municipality as well as the statements of direction from National Government 
are inhibited by two major factors: 
i) Legacy Business Systems   
Various business systems with similar functionalities are deployed in the 
Overstrand Municipality, resulting in on-going increases in, and payment of 
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annual licensing fees and support fees without receiving any substantive value 
added services or functionalities as part of the existing Agreements. On-going 
data integration between disparate business systems results in increased 
complexities whilst attempting to maintain data integrity between systems. 
ii) Multiple Vendor Contracts  
The day-to-day management of vendor business systems contracts remains a 
major challenge for all municipalities. Vendor contracts are usually very one-
sided and do not properly mitigate the potential risks, legally or otherwise, to 
which municipalities might be exposed to during the term of such contracts. 

 
c) Contractual Considerations with Service Providers 

 
It is proposed that business system contract SC1701/2016 terminating on 30 
June 2017, be amended to remain in effect for a period of three financial years 
from 2017/2018 to 2019/2020, for the following reasons:  
i) To limit the administrative costs of following Supply Chain Management 

processes to request deviations and funding over the short term, specifically 
taking into account the strategic intent and requirement to be mSCOA 
compliant. 

ii) For the agreement with the service provider, the proviso is that the Overstrand 
Municipality may terminate the Agreement at any time and is bound to give at 
least 6 months prior notice. 

iii) To make a once-off provision for the required funding for a period of three 
years.  

 
The intent is to follow a holistic approach to ensure that the strategic intent of the 
Municipality to integrate the similar functionalities into the core financial system 
can be optimized to its full potential during the next three years. The contract is 
tariff based - the total expenditure (calculated over the last 3 years), as per the 
SAMRAS financial system as well as the estimated expenditure for the 3 year 
amendment is indicated in the table below: 

 

Ref no SC1701/2016 

Service Provider name CIMSO Business Solutions Africa (Pty) Ltd 

Description  Software and website for caravan park / 
camping reservations 

Responsible For Service Level 
Agreement  

D Kearney 

D Lakey 

Responsible For Software 
Licenses  

D Arrison 
J v Asperen 

Total Contract Value 2016 –
18/04/2017 (Excl. VAT) 

R 30 891.60  

Total Estimated expenditure  
(Excl. VAT) 

R 254 773.92  
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The purpose of displaying the above information motivates that a Section 116(3) 
process of the Local Government: Municipal Finance Management Act, Act No. 
56 of 2003 (MFMA) was followed, instead of a Circular 62 process. Details of how 
the estimated expenditure was calculated (where applicable) are given in 
Annexure F. 

 
Conclusion 

 
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 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. Priorities and time-lines to do the conversions and integration will be 
dependent on business needs and available funding over the next three years. 

 
7. Financial Implications  
 

(Values calculated based on schedule of rates as per Annexure D and 
calculations as per Annexure F).  

 
Source of funding: Operational budget 

 

LICENSE AND SUPPORT FEES 

YEAR Budget 2017/2018 Budget 
2018/2019 

Budget 
2019/2020 

SCOA  Description OperCost:Ext Comp Serv-Software Licence 

SCOA  Cost Account 20150212015956 20150212015956 Not available – 
draft budget in 

process 
SCOA  Unique Key 10660204370000 10660204370000 

Budget Provision R 3 363 747.00 R 3 531 648.00 R 3 815 192.00 

Balance Available R 3 363 747.00 R 3 531 648.00 R 3 815 192.00 

Total Estimated 
Expenditure (excl VAT) 

R      80 026.99 R      84 828.61 R      89 918.32 

Total Estimated 
Expenditure Extension 
(excl VAT) 

R    254 773.92 

Escalation (if any) CPI 

Escalation date Anniversary date of implementation of the contract 

 
8. Staff Implications 
 

None 
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9. Comments from other Departments, Divisions and Administrations 
 

Contract Management Office 
It is confirmed that contract SC 1701/2016 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: Confirmation of schedule of rates 
Annexure E: ICT Steering Committee Agenda item and Minutes 
Annexure F: Calculations of estimated expenditure 
Annexure G: BAC Minutes of 12/05/2017 

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

Contract 1701A/2016 for Software and Website for Caravan park / Camping 
reservations for a contract period ending 30 June 2020, 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;  
and 
 

2. that cognisance be taken that no recommendations or representations were 
received from the local community by closing date, 24 April 2017. 

 
 
RESPONSIBLE OFFICIAL : D KEARNEY 
 D LAKEY  
 J VAN ASPEREN 
 M POTGIETER 
 
TARGET DATE FOR IMPLEMENTATION : 1 JULY 2017 
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