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WATER AND WASTE WATER TREATMENT OPERATIONS MANAGEMENT
CONTRACT: SC1508/2014 — AMENDMENT TO SALARY CONTRIBUTION

Hanré Blignaut (028) 313 5047 Corporate Head Office
22 January 2016

1. Executive Summary

On 29 July 2015 Council approved the contract for the management of the
operation and maintenance of the water and waste water treatment works in
the jurisdiction of Overstrand Municipality (the Contract) and authorised the
Municipal Manager to sign the contract with Veolia Water Solutions &
Technologies (Pty) Ltd (the Operator).

On 30 September 2015 Council approved specific amendments to the
contract, which were mainly required to protect Council from excessive claims
in the unlikely case of the review application submitted to the High Court by
the second preferred bidder at the time being successful.

The purpose of this report is to obtain Council’s approval for the amendment
of the Salary Contribution portion of the contract, due to: (1) a dispute
between specific staff members and the municipality being resolved after
approval of the contract, but before the effective date (implementation date),
and (2) adjustments to costs pertaining to acting employees as included in the
original schedule. Council also to take cognisance of the amendment to the
Salary Contribution in accordance with the contract due to the SALGBC salary
increase of 7%, which was finalized only after Council approval of the
contract.

. Service Delivery and Budget Implementation Plan - IGNITE

Infrastructure and Planning
Engineering Planning: Water Services

. 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

The encouragement of structured community participation in the matters of the
municipality

Promotion of tourism, economic and social development
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4. Delegated Authority

None
. Legal Requirements

Local Government: Municipal Finance Management Act, 56 of 2003 and its
regulations (MFMA)

Local Government: Municipal Systems Act, 32 of 2000 (MSA)

Labour Relations Act, 66 of 1995 (LRA)

. Background/Discussion/Evaluation/Conclusion
Background

Following an MSA section 78(1) assessment, Council resolved on 22 January
2014 in terms of MSA section 78(2) to continue to deliver water and sanitation
services by way of an internal mechanism, but that a competently skilled and
experienced Operator be contracted to operate and maintain the water and
waste water treatment works.

The feasibility of such a contract was confirmed through a competitive bidding
process in compliance with the Supply Chain Management Framework. The
Municipal Manager awarded the contract (Contract SC 1508/2014) to the
Operator (Veolia Water Solutions & Technologies SA (Pty) Ltd) on 22 July
2015.

Following the prescribed process in terms of the MFMA and its regulations,
including section 33 regarding future budgetary implications, the proposed
long term contract was approved by Council on 29 July 2015, and Council
authorised the Municipal Manager to sign the contract. Specific amendments
to clauses regarding termination (clause 42) and effective date (clauses 2.2.9
and 3.2), and the practical issues arising in regard to the accrued leave liability
were approved by Council on 30 September 2015.

The contract was subsequently signed by both the Municipal Manager and the
authorized signatory of the Operator, and the contract commenced on
1 November 2015, and the staff transferred to the Operator on this date.

The remuneration of the Operator is structured to include: (1) a fixed rate per
treatment plant, (2) a variable rate per plant based on volumes of water or
waste water treated, and (3) a Salary Contribution, aimed at covering the cost
of the staff whom transferred to Veolia in such a way that they will not be in a
less favourable position after the transfer.
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The Salary Contribution was approved by Council as part of the contract on 29
July 2015. Since this approval, several amendments to the Salary
Contribution became necessary, as discussed in the following paragraph.

Discussion

The Salary Contribution as approved by Council as part of the contract on 29
July 2015 amounted to R 13 283 247 for Year 1 (refer to Annexure C). The
required amendments to the Salary Contribution are discussed below (refer to
Annexure D):

1.

SALGBC salary increase 2015/16:

The wage negotiations at the SALGBC were not concluded before the
Council meeting of 29 July 2015. Therefore an increase of 6.1% in the
Salary Contribution from 2014/15 to 2015/16 was assumed, similar to the
municipality’s own salary budget for 2015/16. Since then the nationally
negotiated SALGBC salary increases have been confirmed at 7%,
effective 1 July 2015. The Salary Contribution therefore has to be
adjusted from the assumption of 6.1% used, to the actual of 7%. The
Salary Contribution will be automatically adjusted annually, based on
future SALGBC wage agreements, in accordance with the approved
contract, clause 19.2 and Schedule: Salary Contribution Base 2015.

Ad Hoc Salary Notch increases:

Salary notches will be adjusted automatically in future in accordance with
clause 19.2 of the contract. However, two of the staff members who
transferred to Veolia were involved in a lengthy dispute with the
municipality about their salaries in comparison with other process
controllers in similar posts. The dispute was resolved only after approval
of the contract by Council, but before the effective date of the contract.
The Municipal Manager approved that their salaries be increased from
Task level T9 notch 1 to Task level T9 notch 5, thereby requiring an
increase in the Salary Contribution.

Permanent appointment of acting staff:

It was agreed during consultation with the unions during the feasibility
study phases of the project that staff members who have been acting for
long periods will on transfer to the Operator be permanently appointed by
the Operator in the positions they were acting in. Provision was made in
the originally approved Salary Contribution schedule only for the
respective acting allowances to continue. The permanent appointments
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also affect benefits, and an adjustment to the Salary Contribution is also
required in this regard.

Evaluation

The total of the Salary Contribution for 2015/16 as a result of the amendments
as proposed above increases to R 13 672 861, i.e. an increase of R 389 614.

The implementation of the 7% SALGBC agreed salary increase is only for
Council’s information, and has to be done in terms of the approved contract,
clause 19.2. The salary increase would have been implemented irrespective of
the staff transferring to the operator or not.

The other amendments to the Salary Contribution as discussed above would
also have no effect on the MSA section 78(1) investigation, and Council’s
MSA section 78(2) resolution of January 2014. The dispute about salaries had
to be resolved, irrespective of staff transferring, and the permanent
appointment of staff acting for prolonged periods had to be done.

Asset Implications

The proposed amendments to the Salary Contribution do not change the asset
implications as presented to and considered by Council on 29 July 2015.

Conclusion

The proposed amendments to the Salary Contribution of the contract will not
negatively affect the feasibility and affordability of the contract, or the future
financial position of Council, as it would also apply to the municipality’s own
salary budget had the staff not transferred to the operator. The proposed
amendments to the Salary Contribution of the contract would also not affect
the tender process for appointing the operator, as it would have applied to any
other successful bidder.

. Financial Implications

The increase in the Salary Contribution as a result of the above discussion is
R 389614, and will be funded from the approved contingencies on the
contract for Year 1 of R 965 234.06, excluding VAT (refer to abstract from
BAC minutes of 17 July 2015, Annexure E). The proposed amendments to the
Salary Contribution of the Contract do not change the financial implications of
the Contract as presented to and considered by Council on 29 July 2015, as it
would also apply to the municipality’s own salary budget, had the staff not
been transferred to the operator. The net effect on the 2015/2016 budget will
thus be zero.



AGENDA of the

365

Portfolio Committee : Infrastructure & Planning

16 February 2016

(Also the agenda for the Mayoral Committee Meeting : 24 February 2016)

8. Staff Implications

The proposed amendments to the Salary Contribution do not change the
employee implications as presented to and considered by Council on 29 July
2015, but further ensure that all the transferred staff are being treated fairly
and remain in a position on the whole no less favourable after transfer, in
accordance with the Labour Relations Act, section 197(3).

10.Comments from other Departments, Divisions and Administrations

None

11.Annexures

Annexure A:
Annexure B:
Annexure C:
Annexure D:
Annexure E:

Council resolution of 29 July 2015

Council resolution of 30 September 2015

Schedule: Salary Contribution as approved 29 July 2015
Schedule: Salary Contribution with proposed amendments
Abstract from BAC Minutes of 17 July 2015

RECOMMENDATION TO THE COUNCIL:

1. that the proposed amendments to the Salary Contribution of the contract for
the management of the operation and maintenance of the water and waste
water treatment works in the jurisdiction of Overstrand Municipality, be
approved, to be retrospective effective from 1 November 2015; and

2. that the Municipal Manager be delegated to approve future administrative
adjustments to the Salary Contribution as and when required in terms of the
approved contract.

RESPONSIBLE OFFICIAL : S MULLER
H BLIGNAUT
TARGET DATE FOR IMPLEMENTATION : 1 NOVEMBER 2015
(BACKDATED)

TARGET DATE TO INFORM APPLICANT: 1 MARCH 2016
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13.
WATER AND WASTE WATER TREATMENT OPERATIONS MANAGEMENT
CONTRACT: SC1508/2014 — AMENDMENT TO SALARY CONTRIBUTION

8/2/2
Hanré Blignaut (028) 313 5047 Corporate Head Office
22 January 2016

THIS MATTER SERVED BEFORE THE JOINT PORTFOLIO COMMITTEE ON
16 FEBRUARY 2016, WHICH COMMITTEE RECOMMENDED AS FOLLOWS:

RECOMMENDATION TO THE COUNCIL:

1. that the proposed amendments to the Salary Contribution of the contract for the
management of the operation and maintenance of the water and waste water
treatment works in the jurisdiction of Overstrand Municipality, be approved, to be
retrospective effective from 1 November 2015; and

2. that the Municipal Manager be delegated to approve future administrative
adjustments to the Salary Contribution as and when required in terms of the
approved contract.

RESPONSIBLE OFFICIAL : S MULLER
H BLIGNAUT

TARGET DATE FOR IMPLEMENTATION : 1 NOVEMBER 2015
(BACKDATED)

TARGET DATE TO INFORM APPLICANT: 1 MARCH 2016
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MINUTES : SPECIAL COUNCIL MEETING 29 JULY 2015

4.9

WATER AND WASTE WATER TREATMENT OPERATIONS MANAGEMENT
CONTRACT: SC1508/2014

(ITEM 12, PAGE 169 : SPECIAL MAYORAL COMMITTEE MEETING :
29 JULY 2015)

MEMBERS OF THE ANC INDICATED THAT THEY ARE AGAINST THE
RECOMMENDATION AND CLLR V MACOTHA MADE A COUNTER PROPOSAL
TO THE EFFECT THAT THE MATTER STAND OVER UNTIL PROPER
CONSULTATION WAS DONE

CLLR V MACOTHA, ON BEHALF OF THE ANC, REQUESTED THE MEETING TO
ADJOURN FOR A CAUCUS AT 11:33

THE MEETING RECONVENED AT 11:47

WHEN PUT TO THE VOTE, 8 MEMBERS VOTED AGAINST THE
RECOMMENDATION OF THE EXECUTIVE MAYOR AND 13 MEMBERS VOTED IN
FAVOUR OF THE RECOMMENDATION OF THE EXECUTIVE MAYOR. THE
RECOMMENDATION OF THE EXECUTIVE MAYOR WAS THUS CARRIED.

CLLR J JANUARY FROM NICO ABSTAINED FROM TAKING PART IN THE
CONSIDERATION OF THIS ITEM

RESOLVED:

1. that cognisance be taken of the responses received to the request for
comments, representations, views and recommendations in respect of the
contract and granting of the right to use the water and waste water treatment
works;

2. that the right to use, control and manage the water and waste water treatment
works for the contract period of 15 years to Veolia Water Solutions &
Technologies (Pty) Ltd, be granted;

3. that the significant economic financial benefit from the contract for the
Municipality, be noted;

4. that the Contract for the Management of the Operation and Maintenance of the
Water and Waste Water Treatment Works in the jurisdiction of Overstrand
Municipality, be approved; and

5. that the Municipal Manager be authorised to sign the contract on behalf of
Overstrand Municipality.
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RESPONSIBLE OFFICIAL : S MULLER
H BLIGNAUT
M BARTMAN
TARGET DATE FOR IMPLEMENTATION : 1 SEPTEMBER 2015

TARGET DATE TO INFORM APPLICANT : 29 JULY 2015



368
Ar\/melcucf A
i1

8

MINUTES : ORDINARY MEETING OF THE COUNCIL 30 SEPTEMBER 2015

5.7
WATER AND WASTE WATER TREATMENT OPERATIONS MANAGEMENT
CONTRACT: SC1508/2014 - PROPOSED AMENDMENTS

(ITEM 8, PAGE 19 : - MAYORAL COMMITTEE MEETING
30 SEPTEMBER 2015)

ALL MEMBERS OF THE ANC NOTED THEIR VOTE AGAINST THE
RECOMMENDATION AND STOOD BY THEIR PREVIOUS COUNTER PROPOSAL
MADE DURING THE SPECIAL COUNCIL MEETING OF 29 JULY 2015 TO THE
EFFECT THAT THE MATTER STAND OVER UNTIL PROPER CONSULTATION
WAS DONE

RESOLVED:

1. that the proposed amendments to the approved contract, as contained in the
report, for the management of the operation and maintenance of the water and
waste water treatment works in the jurisdiction of Overstrand Municipality, be
approved,;

2. that the Municipal Manager be authorised to forthwith sign the contract, as
amended herein, on behalf of the Overstrand Municipality.

RESPONSIBLE OFFICIALS : STEPHEN MULLER
HANRE BLIGNAUT
MIKE BARTMAN

TARGET DATE FOR IMPLEMENTATION : 1 NOVEMBER 2015

TARGET DATE TO INFORM APPLICANT: 30 SEPTEMBER 2015
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Minutes of the Proceedings of a Bid Adjudication Committee Meeting held in the
SCM Committee Room, Hermanus Administration, on Friday, 17 July 2015 at 08:00.

WATER & WASTE WATER TREATMENT OPERATION

TENDER NO. SC 1508/2014 Phase 2 RFP: 14\ A GEMENT CONTRACT
D1 PROVISIONAL SUMS Veolia: Provi-
sional Sum (ex-
cluding VAT)

Provisional capital sum for equipment or
DA major repairs (in excess of R50 000 per

incident) as may be required by the Em- Sum R 350 000.00

ployer

D.12 | Provisionat sum for upgrading of faciiities | Sum R 200 000.00
SUBTOTAL (OM chemicals) R 19 304 681.20
Contingencies (6%) R 965 234.08
SUBTOTAL 1 R 20 269 915.26

SALARY CONTRIBUTION (OM STAFF
COSTS)

SUB TOTAL 2 (Estimated value of con-
tract for 2015/2016, excluding VAT)

Sum R 13 283 247

R 33 653 162.26

14% VAT ON SUBTOTAL 1 R 2837 788.14

TOTAL TENDER SUM FOR YEAR 1
(Estimated value of contract for
2015/2016, including VAT, for 12
months)

R 36 390 950.40

E. VEOLIA: TENDERED IMPLEMENTING AGENT FEE

Veolia % Implementing Agent Fee on all pro- 6 %
jects which maybe requested by the munici-
pality in terms of the agreement
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