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1. 
AMENDMENT OF CONTRACT SC 1323(iii)A/2013: LEASE AGREEMENT BETWEEN 
OVERSTRAND MUNICIPALITY AND MLC TRUST, 96 DIRKIE UYS STREET, 
HERMANUS FOR OFFICE ACCOMMODATION 
 
8/2/2 
L Bucchianeri (028) 313 8120 Hermanus Administration 
26 September 2016 

 
1. Executive Summary 

 
The purpose of this report is to provide the necessary information and 
motivation on the proposed amendment of Contract SC1323(iii)A/2013: LEASE 
AGREEMENT BETWEEN OVERSTRAND MUNICIPALITY AND MLC TRUST, 
96 DIRKIE UYS STREET, HERMANUS FOR OFFICE ACCOMMODATION 
ending 31 OCTOBER 2016, 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 or agreement. 

 
2. Service Delivery and Budget Implementation Plan - IGNITE 

 
Directorate: Management Services 
Section-Human Resources  

 
3. Compliance with Strategic Priorities 

 
Provision of democratic, accountable and ethical governance 
Provision and maintenance of municipal services 
Provision of democratic, accountable and ethical governance 

 
4. Delegated Authority 

 
None  

 
5. Legal Requirements 

 
Local Government: Municipal Finance Management Act, 56 of 2003 
(hereinafter referred to as the MFMA) 
Overstrand Municipality Supply Chain Management Policy, as amended 
Overstrand Municipality Contract Management Policy, as amended 
Circular No. 62 of National Treasury  
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6. Background/Discussion/Evaluation/Conclusion 
 

Background 
 

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

 “the reasons for the proposed amendment have been tabled in the 
council; and 

 the local community has been given reasonable notice of the intention to 
amend the contract or agreement; and 

 has been invited to submit representations to the municipality.” 
 

Section 116(3) process 
 

Method of Advertising: 
Overstrand Municipality Notice Boards and Hermanus Times 

 
Advertising date:    14 July 2016 
Closing date for comment:  15 August 2016 

 
Contract No. SC1323(iii)A/2013:Lease agreement between Overstrand 
Municipality and MLC trust, 96 Dirkie Uys Street, Hermanus for office 
accommodation was amended through a Circular 62 process on 24 June 2016 
for an amount of R102804.67 (Excl. VAT). 

 
The reason for extending the lease agreement for the first 4 months was to 
investigate what the leasing market offers Overstrand Municipality in the CBD. 
Unfortunately there was no available property to lease in the market. 

 
The Human Resources Department has a critical need for a training room and 
should they move to offices, which does not meet their requirements, it will 
increase cost for hiring other training facilities.  The training room is used for 
different kind of training to be held. The committee room is used to conduct 
interviews, disciplinary hearings and meetings.  

 
Capital funds have been spent on the offices to be able to function operationally 
(data and voice requirements). In order to reduce or eliminate these capital 
expenses in future, the department will utilise the current investment on the 
existing premises to the fullest, before a more sustainable solution will be 
investigated within the next 20 months. 

 
The reason for the 20 month period is two folded: 

 
(1) Running the lease agreement with Overstrand Municipality’s financial year 

in order to gain maximum financial benefit within the lease term; 
 

(2) To allow sufficient reasonable time available for possible: 

2



AGENDA of the 
Portfolio Committee : Management Services 
18 October 2016 
(Also the agenda for the Mayoral Committee Meeting : 26 October 2016) 

 
 

(a) Planning 
(b) Construction 
(c) Relocation people 
(d) Involvement of other departments 
(e) Selling of other municipal land 
(f) Establishment of IT Infrastructure 

 
Furthermore the current location at MQ House is central to the main building 
and in reach of employees, which are more accessible to our officials.  

 
The property leasing market within the Hermanus Central Business District 
(CBD) was investigated during July 2016.  We forwarded correspondence 
requesting information on available commercial leasing office space to 10 (ten) 
listed Estate Agencies within the CBD area of Hermanus. From the 10 (ten) 
Estate Agencies only 6 (six) responded.  Attached find Annexure G. 

 
It is evident from the responses from the Estate Agencies that there is a 
shortage of commercial office space in the CBD area within the required time, 
notwithstanding the business requirements referred to above, which were not 
met ito staffing, parking and IT infrastructure.  The other premises available are 
still to be erected and will be available from December 2016.  Find attached the 
correspondence from the estate agents, which confirms availability and 
business requirements which were not met. 

 
7. Financial Implications 

 

SOURCE OF 
FUNDING  

 

 2016/2017 2017/2018 

SCOA  Description Operating: Lease Buildings Operating: Lease Buildings 

SCOA  Cost Account 10650203530000 10650203530000 

SCOA  Unique Key 20150212015725 20150212015725 

Budget Provision R311324.00 R333116.00 

Balance Available R208519.32  

Total Expenditure (excl VAT) R205609.28 R326918.75 

Any other costs related to project, e.g. Consultant fees, etc. n/a  

Estimated Total  expenditure Extension n/a  

Total Lease Cost (excl VAT) R532528.03 

Escalation (if any) 6 % 

Escalation date 1 July 2017 
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8. Staff Implications 
 

None 
 

9. Comments from other Departments, Divisions and Administrations 
 

Supply Chain Management 
 

SCM have no objection against the extension of contract SC1323 (iii) (A)/2013 
for the Lease agreement with MLC Trust, 96 Dirkie Uys Street, Hermanus.  

 
All the verifications required in terms of the Supply Chain Management Policy 
have been under-taken and the Supply Chain Management Unit is satisfied 
that MLC Trust complies in all respects.  

 
Contract Management Office: 

 
It is confirmed that contract SC1323 (iii) A/2013 is still alive and the proposed 
extension of the contract is supported. 

 
The letter of intent to extend the contract was accepted by the lessor, 
indicating their consent to amend the contract on the same terms and 
conditions, which enabled Overstrand Municipality to start with the extension 
process. 

 
The Contract Management office further confirms: 
(1) That this is a third amendment to the existing contract.  
(2) That the local community has been given reasonable notice of the 

intention to amend the contract or agreement and; 
(3) The local community has been invited to submit representations to the 

Municipal Manager and it is confirmed that no representations were 
received from any organs of state and public by closing date, 15 August 
2016. 

 
10. Annexures 

 
Annexure A: Addendum to the Contract (intent to amend) 
Annexure B: Public Notice of intention to amend the Contract SC1323 (iii) 

A/2013 
Annexure C: Price confirmation 
Annexure D: SCM Compliance Checklist 
Annexure E: SC1323 (iii) A/2013 -BEC Minutes   
Annexure F: Specification minutes 
Annexure G: Marketing feasibility test (Availability of leasing in CBD) 
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RECOMMENDATION TO THE COUNCIL: 
  
1. that cognisance be taken that no recommendations or representations were 

received from the local community by closing date, 15 August 2016; 
  
2. that the Municipal Manager be authorised to sign the necessary agreements 

and documents for the above contract;  and 
  
3. that cognisance be taken of the reasons for the proposed amendment of the 

contract SC1323(iii)A/2013: LEASE AGREEMENT BETWEEN 
OVERSTRAND MUNICIPALITY AND MLC TRUST, 96 DIRKIE UYS 
STREET, HERMANUS FOR OFFICE ACCOMMODATION ending 
31 OCTOBER 2016, be amended as Contract No. SC1323 (iii)B/2013 for the 
extension of the term of the contract for a further 20 months on the same 
terms and conditions of the existing contract, in terms of the enabling 
provisions of Section 116(3) of the Local Government: Municipal Finance 
Management Act 2003 (Act 56 of 2003) and the amendment to be consented 
to. 
 

Service Provider / Supplier: MLC Trust SCM# 1801 

Service / Goods Provided: Leasing of office space: MQ House; 96 Dirkie Uys Street, Hermanus 

SCOA  Description 
Operating: Lease 
Buildings 

Cost Code: 1065020353000 

Unique Key  20150212015725   

Amount (Excl. VAT): 
R25 701.16 per month 
including  municipal 
service accounts 

Contingency:  n/a 

Amount in words: Twenty five thousand seven hundred and one rand and sixteen cent only. 

Total estimated contract 
value excl. VAT 

 
R532528.03 

Escalation Percentage: 6% Escalation Date:   1July 2017 

Contract Owner: D S Arrison 
Contract 
Champion: 

L Bucchianeri 

CONTRACT PERIOD: 30 June 2018 

Implementation date: 01 November 2016 End date: 
Contract period 20 
months (30 June 2018) 

 

 
 
RESPONSIBLE OFFICIAL : L BUCCHIANERI 
 
TARGET DATE FOR IMPLEMENTATION : 01 NOVEMBER 2016 
 

5



AGENDA of the 
Portfolio Committee : Management Services 
18 October 2016 
(Also the agenda for the Mayoral Committee Meeting: 26 October 2016) 
 
 
1. 
AMENDMENT OF CONTRACT SC 1323(iii)A/2013: LEASE AGREEMENT 
BETWEEN OVERSTRAND MUNICIPALITY AND MLC TRUST, 96 DIRKIE UYS 
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THIS MATTER SERVED BEFORE THE JOINT PORTFOLIO COMMITTEE ON 
18 OCTOBER 2016, WHICH COMMITTEE RECOMMENDED AS FOLLOWS: 
 
RECOMMENDATION TO THE COUNCIL: 
  
1. that cognisance be taken that no recommendations or representations were 

received from the local community by closing date, 15 August 2016; 
  
2. that the Municipal Manager be authorised to sign the necessary agreements and 

documents for the above contract;  and 
  
3. that cognisance be taken of the reasons for the proposed amendment of the 

contract SC1323(iii)A/2013: LEASE AGREEMENT BETWEEN OVERSTRAND 
MUNICIPALITY AND MLC TRUST, 96 DIRKIE UYS STREET, HERMANUS FOR 
OFFICE ACCOMMODATION ending 31 OCTOBER 2016, be amended as 
Contract No. SC1323 (iii)B/2013 for the extension of the term of the contract for a 
further 20 months on the same terms and conditions of the existing contract, in 
terms of the enabling provisions of Section 116(3) of the Local Government: 
Municipal Finance Management Act 2003 (Act 56 of 2003) and the amendment to 
be consented to. 
 

Service Provider / Supplier: MLC Trust SCM# 1801 

Service / Goods Provided: Leasing of office space: MQ House; 96 Dirkie Uys Street, Hermanus 

SCOA  Description 
Operating: Lease 
Buildings 

Cost Code: 1065020353000 

Unique Key  20150212015725   

Amount (Excl. VAT): 
R25 701.16 per month 
including  municipal 
service accounts 

Contingency:  n/a 

Amount in words: Twenty five thousand seven hundred and one rand and sixteen cent only. 

Total estimated contract 
value excl. VAT 

 
R532528.03 

Escalation Percentage: 6% Escalation Date:   1July 2017 

Contract Owner: D S Arrison 
Contract 
Champion: 

L Bucchianeri 
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CONTRACT PERIOD: 30 June 2018 

Implementation date: 01 November 2016 End date: 
Contract period 20 
months (30 June 2018) 

 

 
 
RESPONSIBLE OFFICIAL : L BUCCHIANERI 
 
TARGET DATE FOR IMPLEMENTATION : 01 NOVEMBER 2016 
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