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AGENDA 33RD MEETING OF THE COUNCIL 2019-11-27 

OF STELLENBOSCH MUNICIPALITY 

16. URGENT MATTERS SUBMITTED BY THE MUNICIPAL MANAGER  

16.1 GROENDAL (FRANSCHHOEK) INFORMAL TRADING SITE: INCREASE OF 
PROJECT COST 

Collaborator No: 670189 
IDP KPA Ref No: (Choose a KPA from 2017 – 2021 IDP) 
Meeting Date: (27 November 2019) 

1. SUBJECT: GROENDAL (FRANSCHHOEK) INFORMAL TRADING SITE:
INCREASE OF PROJECT COST

2. PURPOSE

To obtain Council’s approval to obtain authorization for the intended amendment of a
contract concluded with Austshomoa (Pty) Ltd to increase the initial order Formal
Tender B/SM 42/19 from R2 633 632.76 (Incl VAT) to an estimated R 4 284 415.46
(Incl. VAT) based on the increased scope of Works, thus an additional R 1 650 632.70
(incl VAT) is required. Budget variations is contained in APPENDIX 1 attached.

3. DELEGATED AUTHORITY

Council

4. EXECUTIVE SUMMARY

The item deals with the request for approval to increase the scope of the Groendal
Informal Trading project in order increase the external civil works to accommodate the
proposed new taxi hub on the same property.

5. RECOMMENDATIONS

a) that Council notes in terms of MFMA Section 116(3) the reasons for the
increase scope of the Groendal Informal Trading project;

b) that the tender amount (B/SM 42/19) for the provision of Professional Services
be increased with R1 650 632.70 to an estimated R 4 284 415.46);

c) that the Municipal Manager be authorized to conclude the contract or
agreement after (d) above, is finalized in terms of the applicable
Act/Regulation.

6. DISCUSSION / CONTENT

6.1 Background

The project under discussion relates to the establishment of an Informal trading area in
Groendal in Franschhoek. The objective of the project is to establish an informal trading
facility adjacent to the to-be-built taxi hub. The Municipality envisages that the facility
will unlock profitable trading possibilities for traders.

A budget of R3 000 000.00 was allocated in the 2018/2019 financial year for the
aforementioned project.
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6.2 Discussion 

 The tender advertisement based on the 80/20 Preference Points System, was 
advertised on 12 January 2019 as follows: Die Burger, Cape Argus, Municipal website, 
Municipal Notice Board, I-Tender (CIDB) and the E-Portal. 

 A compulsory clarification meeting was conducted on Wednesday, 23 January 2019 to 
give potential bidders the opportunity to acquaint themselves with the particulars of the 
bid. The closing date was the 15 February 2019.  

 Austshomoa Services (Pty) Ltd was awarded the tender for the construction of the 
Groendal (Franschhoek) Informal trading site. Shortly after the award the Infrastructure 
Services Department gave an indication of their intention to establish a long distance 
taxi facility on the same property. This was an outcome of a settlement with the local 
taxi association that the aforementioned facility should be built on the specific property 
instead of next to the triangle building in town area. 

 This immediately changed the external civil infrastructure needs for the entire site as 
the site now has to cater for an increase in facilities. 

 The original civil services allowed for this project was not designed to accommodate 
the increased flow to be generated by the bigger facility and therefor these 
infrastructure service including electricity had to be increased in size. 

 In order to achieve a cost effective installation and trying to prevent installation of 
services in an already paved areas, a decision was made to install all services required 
for the bigger development as part of this project.  

 Austshomoa Services (Pty) Ltd is currently installing the civil services for the project 
and it would only be cost effective and save time on the completion of this phase of the 
project to make use of their presence on site. The next phase of the project will simply 
tie into the services to be installed in their project.  

 The in changes in specifications for civil works and additional costs to the entire project, 
as describe in Appendix 1 attached.  These costs will exceed the allowed 20% in terms 
of Circular number 62/2012 (National Treasury) as mentioned in paragraph 6.4.3. 

  The public notice (No99/2019) attached as Appendix 2 was published 31 September 
2019 for 14 days to inform the public about the amendment to the tender awarded to 
Austshamoa Services (PTY) Ltd. At closing date 14 October 2019 no comments were 
received. 

6.3 Financial Implications 
 

 The amount R 1 650 632.70 is the tendered project cost, of which R 543 656.00 is 
available under UKEY:20190703005788 (Establishment of Informal Trading Sites: 
Groendal) and R1106 976.70 be viremented from savings under UKEY 
20190703005773 (Establishment of Informal Trading Sites: Klapmuts) 

6.4 Legal Implications 
 

6.4.1 SCM Guide for Accounting Officer 
 
 In terms of paragraph 5.9.5.2, of the SCM Guide for Accounting Officers a single 

source selection may be appropriate, but only if it present a clear advantage over 
competition; e.g for tasks that represent a natural continuation of previous work 
carried out by the Service Provider. 
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 Further in terms of paragraph 5.9.5.3 the reason for a single source selection should 
be recorded and approved by the Accounting Officer or his/her delegate prior to the 
conclusion of a contract. 

6.4.2 Municipal Finance Management Act (MFMA) 
 
 In terms of Section 116(3) of the MFMA a contract or agreement procured through the 

supply chain management policy of the municipality 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. 

6.4.3 Comments from Legal Service 

 In order to ensure uniformity in application of the MFMA Section 116(3), the National 
Treasury issued MFMA Circular number 62/2012 where it is stated that contracts for 
construction related goods or services may be expended or varied by 20% of the 
original contract value, and service providers for general goods or services may be 
expanded or varied by 15% of the original contract value, though internal process.  Any 
expansion or variation in excess of the aforementioned thresholds must be reported to 
Council and dealt with in terms of the provision of Section 116(3) of the MFMA. 

 The item and recommendations are supported. 

6.5 Staff Implications 

 None 

6.6 Previous / Relevant Council Resolutions:  

 None 

6.7 Risk Implications  

 This report has no risk implications for the Municipality. 

6.8 Comments from Senior Management 

Director Planning & Economic Development 

Supported 

Chief Financial Officer 

Supported 

Municipal Manager 

Supported 
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APPENDIXES 

Appendix 1: Franschhoek Transport Facility Progress Report 

Appendix 2:  Public Notice: No 99/2019 

  
 
FOR FURTHER DETAILS CONTACT: 

NAME Tabiso Mfeya 
POSITION Director 
DIRECTORATE Planning & Economic Development 
CONTACT NUMBERS 021 808 8491 
E-MAIL ADDRESS tabiso.mfeya@stellenbosch.gov.za 
REPORT DATE 28-10-2019 
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