
AGENDA: MAYORAL COMMITTEE MEETING 31 MAY 2017 
 
 
14. 
PROPOSED AMENDMENT OF TWO CONTRACTS REGARDING GEOGRAPHIC 
INFORMATION SYSTEMS SERVICES (GIS): 
 
CONTRACT SC1634A/2015 PROVISION OF GEOGRAPHIC INFORMATION 

SYSTEMS (GIS) SERVICES IN THE 
OVERSTRAND MUNICIPAL AREA AS WELL AS 

CONTRACT SC1793/2017 
(previously 
SCD2735/2014) 

THE ACQUISITION OF A CAPPED ELS 
LICENSING FEE FOR THE GIS SYSTEM FOR A 
CONTRACT PERIOD ENDING 30 JUNE 2020 

 
8/2/2 
Lee-Ann Rauch (028) 3138910 Hermanus Administration 
11/05/2017 

 
1. Executive Summary 

 
The purpose of this report is to provide the necessary information and 
motivation on the proposed amendment of Contracts SCD 2735/2014 
(Enterprise License Agreement (ELA) licensing fee for the Geographic 
Information System (GIS)) and  SC 1634/2015 (Provision of Geographic 
Information System Services Licence Agreement (SLA) in the Overstrand 
municipal area) to provide the Overstrand municipality with an extension of 
Geographic Information System (GIS) software licenses and services 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: Infrastructure & Planning 
Section: Geographic Information System (GIS) 
Directorate: Management Services  
Section: ICT 

 
3. Compliance with Strategic Priorities 

 
Provision and maintenance of municipal services  
Provision of democratic, accountable and ethical governance 
Creation and maintenance of a safe and healthy environment 
Promotion of tourism, economic and social development 

 
4. Delegated Authority 

 
None 
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5. Legal Requirements 
 

Local Government: Municipal Finance Management Act (MFMA), 2003 (Act 
56 of 2003)  
Overstrand Municipality Supply Chain Management Policy, as amended 
Overstrand Municipality Contract Management Policy, as amended 

6. Background/Discussion/Evaluation/Conclusion 
 

Background 
 

The ICT department is the budget holder for the GIS ESRI Enterprise Licence 
Agreement (GIS ELA) and the GIS department is the contract owner for the 
GIS ELA as well as the GIS Services Level Agreement (GIS SLA). 

 
A GIS services tender was approved in 2015 for the provision of geographic 
information systems services for the Overstrand municipal area (Contract SC 
1634/2015) valid up to 30 June 2017, with ESRI being the only tenderer.  

 
Prior to the SCM process the existing out-dated software licenses were 
brought to their current release at the time and an operational budget was 
established to keep the software current. In 2011 after many negotiations 
ESRI agreed to enter into a three year Enterprise Licence Agreement (ELA) 
with Overstrand municipality that ended 30 June 2014. The Enterprise 
Licence Agreement package offered much more support and functionality. A 
Deviation process followed and Overstrand municipality was granted the 
opportunity to enter into Enterprise Licence Agreement (ELA) for another 
three years ending 30 June 2017 (Contract SCD 2735/2014).    

 
The GIS ELA (Contract SCD 2735/2014) and the GIS SLA (Contract SC 
1634/2015) will both expire on 30 June 2017. Both are due for renewal from 1 
July 2017 to ensure the continued delivery of spatial information throughout 
the Overstrand Municipality.   

 
The Overstrand municipality has standardised on ESRI GIS, its tools and sub-
systems.  ESRI SA is the sole creator/developer and distributor of the ESRI 
GIS in South Africa and has the necessary expertise to support and assist the 
municipality in its strategic intent and systems going forward. 

 
Discussion 

 
GIS is an essential tool to facilitate the management and delivery of service 
within the Overstrand Municipality. The GIS department in the Infrastructure 
and Planning Directorate is responsible for the Enterprise GIS provision and 
support. The ESRI suite of GIS software has been implemented since 2011 
and has been expanded continuously since then. This system has become a 
critically important information system for the Municipality as a whole. This 
includes the daily use of GIS viewer software deployed to every desktop in the 
municipality, the maintenance and linkage of property to financial records, the 
maintenance of the Overstrand electrical network, as well as the recording of 
the position of assets. There is a large number of spatial data map layers 
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containing information from vegetation, to roads, to natural water systems and 
digital elevation models amongst many others.  

 
The continued use and expansion of the GIS depends on the access to GIS 
licences from ESRI and the provision of specialised GIS services, such as 
programming the GIS software and maintenance of property boundaries on 
the GIS.  
The Overstrand municipality has standardised on ESRI GIS, its tools and sub-
systems used.  ESRI SA are the sole creators/developers and distributors of 
the ESRI GIS in South Africa and have the necessary expertise to support 
and assist the municipality in its strategic intent and systems going forward. 
The Overstrand Municipality has made substantial investments in the ESRI 
GIS for over 6 years in software and systems.  

 
Evaluation 

 
The GIS SLA: the pricing schedule of the Service Level Agreement is 
attached and has a 10% yearly increase, the same as in the previous 
contract.  

 
The GIS ELA: the calculation of the current first year cost is taken in context 
of the total cost of the Enterprise Licence Agreement contract in the third year 
(2016/2017), and amounted to R330 750.00, which was based on an 
exchange rate of R11.00 to the US Dollar.  

 
In order to understand the current ELA pricing model obtained through ESRI, 
two factors were taken into account viz, (1) Rand to the Dollar exchange rate, 
and (2) the split in local and International portions of the cost: 
35% ESRI SA, based on a fixed percentage; 
65% ESRI USA, based on Rand / US Dollar exchange rate.   
Taking the above factors into account, the cost for year one (2017/2018) of 
the new ELA is split into; 
35% = R127 338.75 (10% increase from the previous year.) 
65% = R272 571.00 (based on R13.20 to the US Dollar exchange rate, which 
when taking the previous value and exchange rate into account, amount to an 
increase of 5.65% over the previous year).  

 
ESRI’s proposal was to mitigate the volatility of the Rand / US Dollar 
exchange rate going forward.  A flat escalation rate of 7.5% has been agreed 
for the remaining term of the contract and is deemed a fair compromise and 
risk acceptance on both parties. 

 
The process required for amendment of contracts in terms of section 116(3) of 
the MFMA was followed: 

 
Date of Advertising:     24 March 2017 
Method of Advertising: Die Burger,The Cape Times, Overstrand 

Municipality Website 
Closing Date for Comment:  24 April 2017 
No comment was received from the public by the above closing date  
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Conclusion 
 

Contracts  SCD 2735/2014 and SC 1634/2015 for the ESRI Enterprise 
Licence Agreement and GIS Service Level Agreement Contracts were 
awarded for a 3 and 2 year period respectively, ending 30 June 2017, to ESRI 
South Africa.  

 
The GIS system provides spatial information to the entire Municipality and is 
integral to the provision of services and the management of the Municipality 
as well as providing the link between infrastructure and the asset system in 
Finance. 

 
The Overstrand municipality has standardised on ESRI GIS, its tools and sub-
systems.  ESRI SA is the sole creator/developer and distributor of the ESRI 
GIS in South Africa and has the necessary expertise to support and assist the 
municipality in its strategic intent and systems going forward. 

 
It is vital to the continued service delivery by the Overstrand Municipality that 
the GIS ELA and GIS SLA be renewed to provide the information required to 
effectively provide the service and the management of these services. The 
proposal by ESRI is deemed to be a fair sharing of risk related to variable 
factors between them and the municipality. No comment was received from 
the public on the proposed amendment of the contracts. 

 
7. Financial Implications 

 
Source of Funding : Operating Budget Provisions: 

 
Unique Key :20150212023655   

:20150212015953 
Cost Account    :12220201010000 

:10660204300000 
Item Description :Contracted Services 

:Management Services: Info & 
Communication Technology   

Budget Provision 2017/2020  :R 580 000  
:R1 291 958.68 

Spent to Date/Committed   : R 0 
Balance Available    : R 580 000 
      : R 1 291 958.68 
Funds Required *This report)  : R 580 000  
      : R 1 291 958.68 

 
8. Staff Implications 

 
None 
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9. Comments from other Departments, Divisions and Administrations 
 

Contract Management: 
 

It is confirmed that Contracts SCD 2735/2014 and SC 1634/2015 are still 
active and the proposed extension of these contracts is supported.  

 
The contractor indicated that they are willing to extend the contracts for an 
additional 3 years. Compliance to section 116(3) of the MFMA has been duly 
adhered to. 

 
The successful amendments to these contracts are subject to Council 
considering the reasons for the proposed amendments and whether Council 
consents to these amendments. 

 
10. Annexures 

 
  Annexure A: Intent to amend: SLA 

Annexure B: Intent to amend: ELA 
Annexure C: Pricing Schedule: SLA 
Annexure D: Pricing Schedule: ELA 
Annexure E: SCM Compliance Checklist 
Annexure F: Previous Bid Adjudication Minutes: SLA 
Annexure G: Previous Deviation Minutes: ELA 
Annexure H: Amended specs minutes to BAC 
Annexure  I: ICT steering committee minutes 
Annexure J: Advert Placed 

 
RECOMMENDATION TO THE COUNCIL :  

 
1. that cognisance be taken of the reasons for the proposed amendment of 

the contract SC1634/2015 for the provision of Geographic Information 
System services in the Overstrand municipal area, and contract 
SCD2735/2014 for the Enterprise License Agreement (ELA) licensing fee for 
the Geographical Information System (GIS) in terms of the enabling provision 
of Section 116(3) of the Local Government : Municipal Finance Management 
Act 2003 (Act 56 of 2003), and that the amendments 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 : L RAUCH 
 
TARGET DATE FOR IMPLEMENTATION : 1 JULY 2017 
 
TARGET DATE TO INFORM APPLICANT : 1 JULY 2017 
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