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Our Reference.  :   7/2/2/1/Farm 502BL     (Mnr.Piet Smit  tel nr. 808 8189) 

 
 
 
18 February 2015 

 

Mr L Arendse 
C/c Medi-Prop cc 
PO Box 12445 
Die Boord 
Stellenbosch 
7613 
 

Dear Sir 

 

LEASE AGREEMENT:  PROPOSED CHANGES IN SHAREHOLDING:  MEDI PROP CC: 

 

My e-mail send to you on 13 October 2014, as well as my follow-up correspondence refers. 

 

Thank you for your response and the information send to me on 17 February 2015.  

Unfortunately you have not dealt with all the matters set out in my letter dated 13 October 

2014, i.e: 

 

“a)  Whether the lease agreement was cancelled; 
b) Whether the entity, Medi prop cc, still exists, or whether same was finally 

 deregistered; 
c) that the applicant indicate whether he intends to apply for the lease agreement to be entered 

 into with a new company and not Mediprop cc; 
d) That the request for a discount in rental be substantiated by a detailed business plan to 
 enable Council to consider the request; and 
e) That the report be submitted to this Committee for consideration and subsequent 
 recommendation to Council”. 
 

Please provide me with answers to the question posed by Council, whereafter your 

application will be re-submitted to Council. 
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*Please note that, should it indeed be the case that Mediprop cc was indeed deregistered, 

you will have to apply for the ceding of the agreement to the new legal entity (to be 

established?). 

 

I also refer to my letter dated 2014/07/16 to which I had no feedback to date.  I attached a 

copy of the said letter.  Please note that the outstanding amount has subsequently raised to 

R153 880.64. 

 

As previously mentioned to you, you must either take responsibility for this outstanding 

amount or you must ensure that it be paid before the agreement is to be ceded to the new 

entity. 

 

I URGENTLY awaits your feedback. 

 

 

Yours faithfully  

 

 
for MANAGER: PROPERTY MANAGEMENT 
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Our Reference.  :   7/2/2/1/Farm 502BL     (Mnr.Piet Smit  tel nr. 808 8189) 

 
 
 
18 February 2015 

 

Mr L Arendse 
C/c Medi-Prop cc 
PO Box 12445 
Die Boord 
Stellenbosch 
7613 
 

Dear Sir 

 

LEASE AGREEMENT:  PROPOSED CHANGES IN SHAREHOLDING:  MEDI PROP CC: 

 

My e-mail send to you on 13 October 2014, as well as my follow-up correspondence refers. 

 

Thank you for your response and the information send to me on 17 February 2015.  

Unfortunately you have not dealt with all the matters set out in my letter dated 13 October 

2014, i.e: 

 

“a)  Whether the lease agreement was cancelled; 
b) Whether the entity, Medi prop cc, still exists, or whether same was finally 

 deregistered; 
c) that the applicant indicate whether he intends to apply for the lease agreement to be entered 

 into with a new company and not Mediprop cc; 
d) That the request for a discount in rental be substantiated by a detailed business plan to 
 enable Council to consider the request; and 
e) That the report be submitted to this Committee for consideration and subsequent 
 recommendation to Council”. 
 

Please provide me with answers to the question posed by Council, whereafter your 

application will be re-submitted to Council. 
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*Please note that, should it indeed be the case that Mediprop cc was indeed deregistered, 

you will have to apply for the ceding of the agreement to the new legal entity (to be 

established?). 

 

I also refer to my letter dated 2014/07/16 to which I had no feedback to date.  I attached a 

copy of the said letter.  Please note that the outstanding amount has subsequently raised to 

R153 880.64. 

 

As previously mentioned to you, you must either take responsibility for this outstanding 

amount or you must ensure that it be paid before the agreement is to be ceded to the new 

entity. 

 

I URGENTLY awaits your feedback. 

 

 

Yours faithfully  

 

 
for MANAGER: PROPERTY MANAGEMENT 
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Our Reference.  :   7/2/2/1/Farm 502BL     (Mnr.Piet Smit  tel nr. 808 8189) 

 
 
 
28 April 2015 

 

Mr L Arendse 
C/o Medi-Prop cc 
PO Box 166 
Lynedoch 
7603 
 

Dear Sir 

 

LEASE AGREEMENT:  PROPOSED CHANGES IN SHAREHOLDING:  MEDI PROP CC: 

 

My e-mails send to you on 13 October 2014 and 18 February 2015, as well as my follow-up 

correspondence refers. (APPENDIX 1) 

 

Please indicate as a matter of URGENCY, when I can received the required information.  

Also note that you have not made any payments on the outstanding debt.  This lack of 

progress may lead to you contract being terminated. 

 

I URGENTLY awaits your feedback. 

 

 

Yours faithfully  

 

 

……………………………… 

PIET SMIT 

MANAGER: PROPERTY MANAGEMENT 
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Our Reference.  :   7/2/2/1/Farm 502BL     (Mnr.Piet Smit  tel nr. 808 8189) 

 
 
 
2015-05-13 

 

Mr L Arendse 
C/o Medi-Prop cc 
PO Box 166 
Lynedoch 
7603 
 

Dear Sir 

 

LEASE AGREEMENT:  PROPOSED CHANGES IN SHAREHOLDING:  MEDI PROP CC: 

 

My letter dated 13 October 2014, 18 February 2015 as well as 29 April 2015, of which copies 

are attached, refers. 

 

To date I have not received any of the requested information. 

Unless the requested information as well as confirmation that all outstanding rentals have 

been paid by 31 May 2015, it will be assumed that you are not interested in going ahead with 

the proposed changes in shareholding, in which case your contract will be deemed 

cancelled. 

 

I urgently await your feedback. 

 

Yours faithfully  

 

 

……………………………… 

PIET SMIT 

MANAGER: PROPERTY MANAGEMENT 
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Cell: 0799055232    Email: mediprop@gmail.com 

29 Tindall Street 

Idas Valley 

Stellenbosch 

7600 

08 August  2016 

The Stellenbosch Municipality 

PO Box 17 

Stellenbosch 

7599 

For attention:  The Property/Finance Committee 

The Property Manager: Mr Piet Smit 

Re: Change of Majority Shareholding & Lease Session – Farm 502 BL 

Hereby receive application for the session of the above lease agreement with the following provisions, namely 

1. That  the said  legal entity being Mediprop cc  is not  fully deregistered and  that all  rights are hereby 
ceded 

2. That  this  application  is  for  a  ceding  of  the  said  lease  agreement  between  Mediprop  cc  and 
Stellenbosch to 
 

2.1  A3 Farms (PTY)Ltd 
 

3. That as per my correspondence dated 16 January 2014, my application clearly reads that “The session 
be approved to and in favour of Mr Louis B Arendse and his dependants in a “newco”(“newco” to be 
beneficiary of lease agreement), now being A3 Farms (PTY)Ltd. 

4. That A3 Farms (PTY)Ltd hereby accepts 100% responsibility for all rates and service charges owed by 
Mediprop cc to Stellenbosch Municipality to the date of transfer of the said lease agreement and the 
transfer of such debt to A3 Farms (PTY)Ltd. 

5. That  the  application  for  discounted  rates  be  finalised  after  the  successful  concluding  of  a  session 
agreement as to allow A3 Farms (PTY)LTD to be liable for the rates concession as per the concession 
granted  to  the  Small  Black  Farmers  and  that  such  application  before/to  council  be  the  sole 
responsibility  of  the  management  of  A3  Farms  (PTY)Ltd,  and  that  this  is  not  a  condition  to  this 
session application.  

I await your urgent response herein. 

Yours 

Louis B Arendse 

For/on behalf 

Mediprop cc Reg no: : 2002/098971/23 
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Certificate issued by the Commissioner of Companies & Intellectual 

Property Commission on Sunday, August 14, 2016 at 16:05 

Registration Number:

Enterprise Name: A3 FARMS

2016 / 340767 / 07

COR14.3: Registration Certificate

Registration Number

Enterprise Name A3 FARMS

ENTERPRISE INFORMATION

Addresses

15 MUSCADEL ROAD

SHIRLEY PARK

STIKLAND

WESTERN CAPE

7530

FARM 502BL

LYNEDOCH

STELLENBOSCH

WESTERN CAPE

7603

Registration Date

Business Start Date

Enterprise Type

Enterprise Status

Financial Year End

14/08/2016

14/08/2016

Private Company

In Business

March

2016 / 340767 / 07

POSTAL ADDRESS ADDRESS OF REGISTERED OFFICE

AddressesAppointment

Date

ID Number /

Date of Birth

TypeSurname and First Names

ACTIVE MEMBERS / DIRECTORS

ARENDSE, LOUIS BERESFORD Director 14/08/2016 Postal: 15 MUSCADEL ROAD, SHIRLEY 
PARK, STIKLAND, WESTERN CAPE, 7530

Residential: 15 MUSCADEL ROAD, 
SHIRLEY PARK, STIKLAND, WESTERN 
CAPE, 7530

6803275128081

ARENDSE, DILLAN Director 14/08/2016 Postal: 15 MUSCADEL ROAD, SHIRLEY 
PARK, STIKLAND, WESTERN CAPE, 7530

Residential: 15 MUSCADEL ROAD, 
SHIRLEY PARK, STIKLAND, WESTERN 
CAPE, 7530

9702055143087

Page 1 of 1

Postal Address: Companies

P O Box 429 
Pretoria
0001

Docex: 256 
Web: www.cipc.co.za
Contact Centre: 086 100 2472 (CIPC)
Contact Centre (International): +27 12 394 9500

Physical Address

the dti Campus - Block F
77 Meintjies Street  
Sunnyside 0001
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5.6 INFRASTRUCTURE: (PC: CLLR J DE VILLIERS) 

 

5.6.1 AMENDMENT OF CONTRACT: DEMAND-SIDE MANAGEMENT PROJECT 
FOR A PERIOD OF 37 MONTHS 

 

1.  PURPOSE OF THE REPORT   

To request approval from Council for the extension of the contract with 
Powertech System Integrators (PTSI) for a period of 37 months (01 
January 2017 – 01 February 2020) as per Section 116(3) of the 
Municipal Finance Management Act (Act 56 of 2003) (Refer to 
APPENDIX 1). 

2. BACKGROUND 

Stellenbosch Municipality was approached by the National Energy 
Regulator of South Africa (NERSA) and Eskom (a joint initiative) with a 
proposal to implement a load reduction system whereby the electricity 
demand of the Municipality can be shifted from peak to off peak periods 
to reduce the pressure on the National Electricity grid when required. 
The project, as presented to the Municipal Council during 2010/11 
offered benefits to the Municipality such as:  

 The project was fully sponsored to the Municipality (approximately  
R22 000 000.00 in total)  

 The Government Gazette, Electrification Regulation Act 2006, 
Item 2 b(i), dated 8 August 2008, amongst other stipulates that 
“the licensee shall install a facility to remotely control the supply of 
electricity to any electric geyser that does not incorporate a solar 
facility. It further stipulates that such a facility had to be in place by 
01 January 2012 (refer to APPENDIX 2) 

 The installed asset would eventually become the Municipality’s 
property 

 Once operational, the project would save the Municipality money 
by shifting the electrical load from peak to off peak periods. 

 
The proposal was finally approved by Council on 24 November 2011 (5th 
Council meeting) and authority was granted to the Municipal Manager  
(Mr David Daniels) to enter into an agreement with Eskom regarding the 
implementation of all aspects of the Demand-side Management project, 
better understood as the Residential Hot Water Load Control project to 
all affected clients.  
 
Subsequent to Council’s approval, a contract between Eskom Holdings 
SOC Limited and Stellenbosch Local Municipality was agreed upon and 
signed by both parties on 30 November 2011 which amongst other 
stated in short that once the project was successfully completed and 
handed over to the Municipality of Stellenbosch, the Municipality would 
be held responsible to maintain the performance of the network by 
shifting an agreed upon average Megawatt (MW) demand during the 
week day evening peak period only for a period of five years or be 
subjected to penalties for non-compliance to the contract (refer to 
APPENDIX 3). 
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Following the implementation/installation, testing, commissioning, 
measurement and verification stages of the project, it was successfully 
handed over to the Municipality of Stellenbosch on Thursday, 25 
February 2016. At this time, the project was already fully functional for 
twelve months prior to the hand-over date and Eskom therefor agreed in 
writing to commence the five year commitment period as from 01 
February 2015 leaving the Municipality with a current remaining 
commitment period of three years and three months as from 01 
November 2016 (refer to APPENDIX 4). The final agreed upon demand 
to be shifted was calculated (averaged after a 12 month monitoring 
period) to be 2.277MW on average per evening and must be 
successfully maintained by the Municipality until 01 February 2020.  
 
The approved method to obtain this load reduction is achieved by 
switching off hot water cylinders in residential homes during the evening 
peak time only (18h00-20h00). An Appliance Control Device (ACD) is 
installed in each residential home or flat and remotely controlled by an 
Intelligent Device Manager (IDM) which is strategically installed in 
miniature substations or kiosks in various areas in Stellenbosch to form 
a communication cloud. A command signal generated by each IDM and 
relayed via this communication cloud switches each ACD when 
required. The IDM also monitors the statuses of each ACD to ensure 
correct operation, thus also preventing possible tampering by the public. 

To date, a total of 8852 ACDs could be installed in most residential 
areas in Stellenbosch which are supplied with electricity by the 
Municipality due to the available timeframe under the initial phase of this 
project. In order to ensure equality throughout all residence, the 
Electricity department intends to continue to expand this project until all 
relevant residential homes received an ACD installation.  

3. DISCUSSION  

The Electricity department has since advertised the B/SM 75/16: Hot 
Water Load Control project (80/20) tender ending 30 June 2017 to 
award a successful bidder for the operation and maintenance services 
of the existing network as well as to expand the project to areas not 
reached during the first phase of the project. At closing stage of this 
tender, only Powertech System Integrators (PTSI) submitted an offer 
and was awarded the contract which will be suspended  on 31 
December 2016 as the tender has reached its maximum allowable 
expenditure amount of R 1 000 000.00 Vat Included.  

PTSI was awarded by Eskom to implement the first phase of this project 
in four municipalities in the Western Cape namely: Overstrand, 
Mosselbay, Drakenstein and Stellenbosch. The company designed the 
software packages (ECWIN and ecCONTROL) which forms the 
operating system that currently successfully manages and supports the 
network infrastructure that ultimately controls each installed ACD device 
remotely from the control centre. The operating system communicates 
with all IDMs installed to verify the successful operation of each ACD on 
a daily basis, allowing the Municipality to confirm and calculate each 
evening demand that was successfully shifted. More importantly, it 
allows the Municipality to have a two way communication link with every 
ACD installed thus allowing the Municipality to effectively monitor the 
system for irregular operation and or unit tampering. It would be 
accurate to say that the system in its entirety is the backbone of this 
initiative, without it the project would not be able to operate.  
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Furthermore, PTSI also offered the IDMs and ACDs as part of their 
solution to Eskom as these instruments had to offer reliability from the 
field while interfacing with or connecting to the network and in turn act 
on each command generated from the operating system. Due to the 
limited departmental resources within the Municipality, PTSI has upon 
request from the Municipality offered a local support office to assist with 
maintenance issues such as replacement of faulty ACDs or IDMs in the 
network to achieve a same day response on client complaints when it is 
reported.  

PTSI’s extensive knowledge and invested expertise during the planning, 
implementation and operation of this project since it was approved in 
2011 has been exemplary, thus making the company the best suited 
contractor to maintain the overall system for the Municipality of 
Stellenbosch.  

Stellenbosch Municipality’s contractual commitment to Eskom will reach 
its 22nd of 60 month period (5 years) when the current tender concludes 
on  
31 December 2016. The Electricity department wishes to extend the 
contract with Powertech SI for the next 37 months starting 01 January 
2017 until the five year term has concluded and the system becomes 
the Municipality’s property.  

It would be impractical to test the market for the following reasons:  

 All hardware supplied under this project has been signed over to the 
Municipality for asset and insurance purposes, however the 
performance and operation of the system remains the property of 
Eskom until the full term of the contract has lapsed.  

 A new operating system offered will require additional setup cost 
where the existing one was implemented free of charge 
It would be wasteful expenditure to try and reinvent a system that 
has proven its worth to the Municipality 

 The risk of interfacing two operating systems with each other. 
A new operating system will need to tap into the existing database to 
establish communication with the existing infrastructure. No 
contractor will be able ensure a smooth and glitch free transition 
between the new and existing system 

 The Electricity department does not have the luxury of time to 
implement a new system.  
Any down time on the existing switching routine will result in a poor 
system performance compromising the contractual agreement 
between the Municipality and Eskom 

 Risking the integrity of the current system and its operation with the 
public.  
Initially, this project experienced implementation glitches and 
teething problems which frustrated the public and it took the 
Municipality months of communication and persuasion to finally get 
the buy-in and support of this project. We will lose the confidence of 
the public on this project should problems resurface.  

 
Once the contractual period has lapsed, the end-user department 
intends to openly test the market for service providers who can offer an 
equal or better solution based on the asset that the Municipality will 
have.  
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It is crucial that the Municipality remains compliant to the contractual 
obligations with Eskom to avoid possible penalties should the system 
not perform as expected; for this reason it would be in the Municipality’s 
best interest to continue this contract with currently recommended 
service provider Powertech SI. 

Powertech SI has supplied the Municipality with a monthly monitoring 
and maintenance quotation indication fixed annual rates for the 
remaining term as required. Please note that rates as based on normal 
working hours unless specified otherwise. Quantities (annual and 
monthly) are based on numbers recorded over the past few months 
under the current B/SM 75/16 contract. Please note that quantities shall 
be ordered based on the availability of funds during each financial year 
(refer to APPENDIX 5).  

The financial implication breakdown is as follows: 

4. FINANCIAL IMPLICATION 

 The project will be dependent on both Capital and Operational 
expenditure. Capital funds shall be sourced from Vote: DSM Geyser 
Control, vote number: 5/4400/4201 and the Operational funds shall be 
utilized from Vote: Agency Services, vote number: 1/4410/0419.  

 The Electricity department plans to install a total of 3000 ACDs during 
the remaining 37 month contractual period pending on available the 
availability of funds. Powertech SI offered rates for each service 
required on the project making it possible to adjust quantities to fall 
within the approved and available annual budget. It should be noted that 
the Operational (Maintenance) services requirements have been based 
on the past twelve months’ behavior of the network but can increase 
should the need arises, should circumstances require the need for 
additional funds, the request will be tabled for consideration during the 
adjustment budget cycle.  

             Total Capital Expenditure will amount to R 2,461,391.78 VAT 
included. 

        Total Operational Expenditure will amount to R 3,809,856.39 VAT  
                   included. 

        A cost breakdown of the projected expenditure is offered as follows: 

 

B/SM 75/16: HWLC PROJECT (PHASE 3): EXTENTION OF CONTRACT UNTIL 31 JANUARY 2020                              
NEW INSTALLATIONS AND MAINTENANCE ON NEW/EXISTING NETWORK AND SYSTEM INFRASTRUCTURE 

FINANCIAL INPLICATIONS BREAKDOWN SUMMERY 
                 

Capital Expense Summary 2016/2017  R 326,150.00 
Capital Expense Summary 2017/2018  R 684,917.50 
Capital Expense Summary 2018/2019  R 753,407.80 

Capital Expense Summary 2019/2020  R 394,640.30 
Total Planned Capital Expense (excl. Vat)  R 2,159,115.60 
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VAT (14%)  R 302,276.18 

Total Planned Capital Expense (incl. Vat)  R 2,461,391.78 
                 

Operational Expense Summary 2016/2017  R 499,041.66 
Operational Expense Summary 2017/2018  R 1,038,160.68 
Operational Expense Summary 2018/2019  R 1,126,208.16 

Operational Expense Summary 2019/2020  R 678,568.79 
Total Approximate Maintenace Expense  R 3,341,979.29 

VAT (14%)  R 467,877.10 

Total Planned Capital Expense (incl. Vat)  R 3,809,856.39 
 

              
Projected Expenditure 2016/17: 01 January 2017 ‐ 30 June 2017 

Item 
No.   Description  Recommended 

Quantity 
Tendered Unit 

Price 
Price/ 

requirement  Expense type 

1.1  Installation of new Relay  500  R 646.25  R 323,125.00  Capital 

1.2  Call‐out rate/fee including 
replacement of faulty relay 

30  R 458.33  R 13,749.90  Maintenance 

1.3 
Call‐out rate/fee including 
replacement of faulty relay (after 
hours/weekends) 

6  R 595.83  R 3,574.98  Maintenance 

1.4  Call‐out rate/fee excluding 
replacement of faulty relay (audit) 

60  R 389.58  R 23,374.80  Maintenance 

                 
1.5  Installation of Signal Extender  10  R 302.50  R 3,025.00  Capital 
1.6  Audit of existing installations  600  R 320.83  R 192,498.00  Maintenance 

1.7  Remote Operating System Control & 
Maintenance 

6  R 44,307.33  R 265,843.98  Maintenance 

Total Cost Excluding VAT        R 825,191.66    
VAT (14%)        R 115,526.83    

Total Cost including VAT        R 940,718.49    
     

Projected Expansion     
Capital Expense Summary 2016/2017  R 326,150.00    

Maintenance Expense Summery 2016/2017  R 499,041.66    
 

Projected Expenditure 2017/18: 01 July 2017 ‐ 31 December 2017 

Item 
No.   Description  Recommended 

Quantity 
Tendered 
Unit Price 

Price/ 
requirement  Expense type 

1.1  Installation of new Relay  500  R 646.25  R 323,125.00  Capital 

1.2  Call‐out rate/fee including 
replacement of faulty relay 

30  R 458.33  R 13,749.90  Maintenance 

1.3 
Call‐out rate/fee including 
replacement of faulty relay (after 
hours/weekends) 

6  R 595.83  R 3,574.98  Maintenance 
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1.4  Call‐out rate/fee excluding 
replacement of faulty relay (audit) 

60  R 389.58  R 23,374.80  Maintenance 

                 
1.5  Installation of Signal Extender  10  R 302.50  R 3,025.00  Capital 
1.6  Audit of existing installations  600  R 320.83  R 192,498.00  Maintenance 

1.7  Remote Operating System Control & 
Maintenance 

6  R 44,307.33  R 265,843.98  Maintenance 

              
Projected Expenditure 2017/18: 01 January 2018 ‐ 30 June 2018 

Item 
No.   Description  Recommended 

Quantity 
Tendered 
Unit Price 

Price/ 
requirement  Expense type 

2.1  Installation of Relay  500  R 710.88  R 355,440.00  Capital 

2.2  Call‐out rate/fee including 
replacement of faulty relay 

30  R 504.17  R 15,125.10  Maintenance 

2.3 
Call‐out rate/fee including 
replacement of faulty relay (after 
hours/weekends) 

6  R 655.42  R 3,932.52  Maintenance 

2.4  Call‐out rate/fee excluding 
replacement of faulty relay (audit) 

60  R 428.54  R 25,712.40  Maintenance 

                 
2.5  Installation of Signal Extender  10  R 332.75  R 3,327.50  Capital 
2.6  Audit of existing installations  600  R 352.92  R 211,752.00  Maintenance 

2.7  Remote Operating System Control & 
Maintenance 

6  R 47,099.50  R 282,597.00  Maintenance 

Total Cost Excluding VAT        R 1,723,078.18    
VAT (14%)        R 241,230.95    

Total Cost including VAT        R 1,964,309.13    
     

Projected Expansion     
Capital Expense Summary 2017/2018  R 684,917.50    

Maintenance Expense Summery 2017/2018  R 1,038,160.68    
 

Projected Expenditure 2018/19: 01 July 2018 ‐ 31 December 2018 

Item 
No.   Description  Recommended 

Quantity 
Tendered 
Unit Price 

Price/ 
requirement  Expense type 

1.1  Installation of new Relay  500  R 710.88  R 355,440.00  Capital 

1.2  Call‐out rate/fee including 
replacement of faulty relay 

30  R 504.17  R 15,125.10  Maintenance 

1.3 
Call‐out rate/fee including 
replacement of faulty relay (after 
hours/weekends) 

6  R 655.42  R 3,932.52  Maintenance 

1.4  Call‐out rate/fee excluding 
replacement of faulty relay (audit) 

60  R 428.54  R 25,712.40  Maintenance 

                 
1.5  Installation of Signal Extender  10  R 332.75  R 3,327.50  Capital 
1.6  Audit of existing installations  600  R 352.92  R 211,752.00  Maintenance 
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1.7  Remote Operating System Control 
& Maintenance 

6  R 47,099.50  R 282,597.00  Maintenance 

                 
Projected Expenditure 2018/19: 01 January 2019 - 30 June 2019 

Item 
No.  

Description 
Recommended 

Quantity 
Tendered 
Unit Price 

Price/ 
requirement 

Expense 
type 

2.1 Installation of Relay 500 R 781.96 R 390,980.00 Capital 

2.2 Call-out rate/fee including 
replacement of faulty relay 

30 R 554.58 R 16,637.40 Maintenance 

2.3 
Call-out rate/fee including 
replacement of faulty relay (after 
hours/weekends) 

6 R 720.96 R 4,325.76 Maintenance 

2.4 Call-out rate/fee excluding 
replacement of faulty relay (audit) 

60 R 471.40 R 28,284.00 Maintenance 

            

2.5 Installation of Signal Extender 10 R 366.03 R 3,660.30 Capital 

2.6 Audit of existing installations 600 R 388.21 R 232,926.00 Maintenance 

2.7 Remote Operating System Control 
& Maintenance 

6 R 50,819.33 R 304,915.98 Maintenance 

Total Cost Excluding VAT     R 1,879,615.96   

VAT (14%)     R 263,146.23   

Total Cost including VAT     R 2,142,762.19   
    

Projected Expantion    

Capital Expense Summary 2018/2019 R 753,407.80   

Maintenance Expense Summery 2018/2019 R 1,126,208.16   
 

Projected Expenditure 2019/20: 01 July 2019 - 31 December 2019 

Item 
No.  

Description 
Recommended 

Quantity 
Tendered 
Unit Price 

Price/ 
requirement 

Expense 
type 

1.1 Installation of new Relay 500 R 781.96 R 390,980.00 Capital 

1.2 Call-out rate/fee including 
replacement of faulty relay 

30 R 554.58 R 16,637.40 Maintenance 

1.3 
Call-out rate/fee including 
replacement of faulty relay (after 
hours/weekends) 

6 R 720.96 R 4,325.76 Maintenance 

1.4 Call-out rate/fee excluding 
replacement of faulty relay (audit) 

60 R 471.40 R 28,284.00 Maintenance 

            

1.5 Installation of Signal Extender 10 R 366.03 R 3,660.30 Capital 

1.6 Audit of existing installations 600 R 388.21 R 232,926.00 Maintenance 

1.7 Remote Operating System Control 
& Maintenance 

6 R 50,819.33 R 304,915.98 Maintenance 
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Projected Expenditure 2019/20: 01 January 2020 - 31 January 2020 

Item 
No.  

Description 
Recommended 

Quantity 
Tendered 
Unit Price 

Price/ 
requirement 

Expense 
type 

2.1 Installation of Relay 0 R 860.16 R 0.00 Capital 

2.2 Call-out rate/fee including 
replacement of faulty relay 

5 R 610.04 R 3,050.20 Maintenance 

2.3 
Call-out rate/fee including 
replacement of faulty relay (after 
hours/weekends) 

1 R 793.05 R 793.05 Maintenance 

2.4 Call-out rate/fee excluding 
replacement of faulty relay (audit) 

10 R 518.54 R 5,185.40 Maintenance 

            

2.5 Installation of Signal Extender 0 R 402.63 R 0.00 Capital 

2.6 Audit of existing installations 100 R 427.03 R 42,703.00 Maintenance 

2.7 Remote Operating System Control 
& Maintenance 

1 R 39,748.00 R 39,748.00 Maintenance 

Total Cost Excluding VAT     R 1,073,209.09   

VAT (14%)     R 150,249.27   

Total Cost including VAT     R 1,223,458.36   
    

Projected Expansion    

Capital Expense Summary 2018/2019 R 394,640.30   

Maintenance Expense Summery 2018/2019 R 678,568.79   
 

Lastly, it should also be noted that the project in its current state has 
been operating and performing optimally, creating an annual saving on 
the Municipality’s electricity bill to Eskom of approximately R 882 000.00 
during the 2015/16 (12 month period) financial year. The saving was 
generated by shifting 2.277MW from our peak tariff to our off-peak tariff. 
By expanding the project, it will greatly benefit the Municipality once its 
full potential is reached (refer to APPENDIX 6) 

5. COMMENTS FROM RELEVANT DIRECTORATES 

5.1 Directorate: Finance (Office of the CFO) 

         Item is supported 

5.2 Directorate: Strategic & Corporate Services Senior Legal Advisor  
(EA Rhoda) 

The Demand –Side Management agreement with Eskom was concluded 
30 November 2011. The Agreement explicitly provides that the 
municipality will be obliged to ensure that the facility is in good condition, 
thus the network must perform optimally for a period of 5 years subject to 
penalties for non-compliance.  Ideally, the department should have 
requested the council to go on a Section 33 of the MFMA process which 
makes provision for contracts having future budgetary implications, after 
the conclusion of the contract in 2011.  Section 33 inter alia provides that 
any contract which will incur financial obligations beyond the relevant 
budget cycle requires a specific process to be followed.  
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A request is now submitted for the extension of the contract for the next 
37 months starting 01 January 2017 until the five year term has 
concluded and the system becomes the municipality’s property.  It is 
important to note that the extension of the contract B/SM 75/16 must 
comply with the Municipal Finance Management Act and the Municipal 
Systems Act. Section 116(3) of the Municipal Finance Management Act 
no. 56 of 2003 (MFMA) provides, 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 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. 

The amendment of the tender B/SM 75/16 eight months (tender ending 
30 June 2017) before it lapses is evident of good project planning as the 
Council is timeously informed. Cognizance must however be taken of the 
fact that Powertech SI is not the sole provider of the system and ideally 
the market should have been tested to ensure adherence to Section 217 
of the Constitution.  

Given the current circumstances the item requesting the Council’s 
approval for the extension of the tender via section 116(3) process is 
supported as the item highlights the challenges which were first 
experienced with the roll out of the project and alludes to the fact that the 
council will lose the confidence of the public/community should the initial 
problems resurface 

RECOMMENDED 

(a) that Council note the reasons for the proposed extension of the 
contract/agreement for a period of 37 months; and 

(b) That the local community be given reasonable notice of the intention to 
extend the contract/agreement and be invited to submit representations 
to the municipality. 

(c) That Council is informed of representation received from the public. 

FURTHER COMMENTS FROM THE DIRECTOR: ENGINEERING SERVICES 

Council resolved at its meeting held on 26 October 2016:  

3RD COUNCIL MEETING: 2016-10-26: ITEM 8.10 

RESOLVED (nem con) 

(a) that Council notes the reasons for the proposed extension of the 
contract/agreement for a period of 37 months;   

(b) that the local community be given reasonable notice of the intention to 
extend the contract/agreement and be invited to submit representations 
to the municipality; and 

Page 95



 
AGENDA SPECIAL MAYORAL COMMITTEE MEETING  2016-11-30 
  
 

 

 

(c) that Council be informed of representation received from the public. 

A public participation process was followed by means of notices (APPENDIX 7) 
that were placed in Die Burger and Cape Argus on 03 November 2016 with 
closing date 18 November 2016. No representation from the public has been 
received (APPENDIX 8). 

RECOMMENDED 

that Council approves  the extension of the contract agreement (BSM 75/16) for 
a period of 37 months in terms of the MFMA S116(3) (a). 
 

Meeting: 
Ref No: 
 

Special Mayco: 2016-11-30 
8/1Engineering 

Submitted by Directorate: 
Author: 
Referred from:  

Infrastructure 
W Pretorius  
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5.7 PROTECTION SERVICES: (PC: CLLR Q SMIT) 

 

 
NONE 

 
 

5.8 YOUTH, SPORTS AND CULTURE: (PC:  XL MDEMKA (MS)) 

 
 

NONE 
 
 

6. REPORTS SUBMITTED BY THE MUNICIPAL MANAGER 

 

 
NONE 

 
 

7. REPORTS SUBMITTED BY THE EXECUTIVE MAYOR 

 
 
 NONE  

 
 

8. MOTIONS AND QUESTIONS RECEIVED BY THE MUNICIPAL MANAGER 

 

 NONE  

 

9. ITEMS OF EXIGENCY 

 

NONE 

 

10. MATTER/S TO BE CONSIDERED IN-COMMITTEE 

 

NONE 
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