INCLUSIONARY SERVICES AGREEMENT

MEMORANDUM OF AGREEMENT ENTERED
INTO BY AND BETWEEN

THE LOCAL MUNICIPALITY OF EMFULENI

THE LOCAL MUNICIPALITY OF MIDVAAL




MEMORANDUM OF AGREEMENT ENTERED INTO BY AND BETWEEN

THE LOCAL MUNICIPALITY OF EMFULEN!
(hereinafter referred to as "EMFULENI LM")

herein represented by MR SAMUEL SEQOANJANE SHABALALA in his capacity as Municipal
Manager duly authorized thereto by the EMFULENI LM;

and

THE LOCAL MUNICIPALITY OF MIDVAAL
(hereinafter referred to as “MIDVAAL LM")

T Hom¥s  wiLLen (eETENS
herein represented by MR in his capacity as a

Municipal Manager of the MIDVAAL LM duiy authorized thereto.

WHEREAS

WHEREAS

Both partles were estabiished in terms of Section 12 (1) read with
Section 14(2) of Act 117 of 1998 and ‘bound by the terms and
conditions laid down there under as set out in Generai notice 8765 of
2000 pubiished in the Provincial Gazette Number 141 on 1 October
2000;

Section 41 of the said notice deals specificaily with the succession in
law In respect of assets, resources, liabiiities, obligation rights and all
the administrative and other records of disestablished municipaiities
which section reads as foilows:

(1 In terms of section 14(1) of the Municipal Structures Act the
new municipaiities, as from the effective date, became the
successors in iaw of the disestabiished municipalities In
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WHEREAS

(2)

respect of ail the assets, resources, liabllities, obiigations,
rights and all the administrative and other records of a
disestablished municipaiity to the extent that the whaie or any
portion of the area of the disestablished municipaiity falls
within the boundaries of the district municipal area In

accordance with the foliowing rules:

(a)

(b)

Assets, resources, labiiities, obiigations, rights and
administrative and other recordings relating to a
specific function and power of a disestabiished
municipaiity or the performance of a specific area, are
aliocated to the new municipality which, in terms of
saction 84(1) and (2) or 85 of the Municipal Structures
Act, Is responsible for the performance of the specific
function and power in that specific area.

Assets, resources, liabiiities, obligations, rights and
administrative records other than those referred to in
sub-clause (a) are aliocated to the new  municipality
in whose area the administrative headquarters
responsibie for the control of such assets, liabiiities,
and administrative records, immediately before the
effective date, was located.

A new municipality to whom assets, resources, liabiiities

obilgations, rights or records were ailocated In terms of sub-
clause (1) may, by agreement with another new municipality

within the district municipai area, and must if the MEC directs,
transfer or cede any of those assets, resources, iiabllities or

records to that other new municipality.

Both parties were desirous to enter into specific agreements in terms
of section 45 of the Notice for the purpose of faciiitating the

continuation of efficlent and effective service delivery in their
respective areas and subsequent have entered into an agreement for
water and sanitation on 25 July 2002 and an agreement for eiectricity
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WHEREAS

WHEREAS

Service: Water

on 11 May 2004 to deal with the most practical manner of service
delivery in respect of such demarcated areas.

Due to deveiopment that has taken place in both Locai Municipalities
since the signing of the previous agreements the need has arisen to
update the mentioned previous Service Agreements and it is
practicailly the best service deiivery option to utiiize the existing
Services Agreement between the parties to service the said areas as
provided hereafter.

It is recorded that the areas mentioned hereatfter, services are not
provided by the areas’ own municipaliity, due to the reievant networks
that exist at the time of the signing of this agreement:

Area Situated In Municipaiity Receive service from
Municipaiity
Risiviiie/McKay Estates Midvaal Emfuleni
Duncanviile Extension 3 Midvaal Emfuleni
Lakeside Estates & Ext 1 Midvaali Emfuleni
Service: Sewerage
Area Situated in Municipality Recelve service from
Municipality
Risiviile/McKay Estates Midvaai Emiuleni
Duncanviile Extension 3 Midvaai Emfuleni
Lakeslde Estates & Ext 1 Midvaai Emfuieni
Roshnee Emfuleni Midvaal
Rust-ter-Vaal Emfuleni Midvaal




Senvice: Electricity

Area Situated in Municipality Recelve services from
Municipaiity
RisivilieMcKay Estates Midvaal Emfuienl
Duncanvilie Extension 3 Midvaal Emfuleni
Three Rivers Emfuleni Midvaal

1.  Water — Rislville/McKay Estates

1.1 It is recorded that the suppiy of water to the Risivilile Township and McKay Estates,
situated in MIDVAAL areas, has continued uninterrupted through the present water
reticuiation system with EMFULENI from 1 July 2001. It is recorded that the buik
water consumption to these areas are metered separately. The parties hereby
agree that EMFULENI will read buik meters on a monthly basis and MIDVAAL will
on receipt of an Invoice from EMFULENI In this regard, pay electronically into the
bank account of EMFULENI within seven days from receipt of the invoice, the fuii
amount. The parties hereto agree that the actuai consumption of water to Risiviiie
and McKay Estates will be measured and charged at the Rand Water tariff pius VAT
and an administration levy of two and a haif percent (2.5%) from 1 July 2010,

1.2 The parties agree that EMFULENI wouid do the monthiy buik meter reading at
Rislville and McKay Estates at its cost. MIDVAAL wili have the right to verify the
meter readings. If necessary, MIDVAAL wiii at its cost, ensure that the water meters
comply with SABS standards.

1.3 The tariff indicated in 1.1. above, wili except In the instance of any statutory
amendments to tariffs, be adjusted on 1 July of each year after consuitation betwean
EMFULENi and MIDVAAL. Change in tariff (increases or decreases) will take into
consideration tariff increases by Rand Water and the inflation rate.

1.4 MIDVAAL will at its own cost read the water meters and bili individuai consumers in

Risiville and McKay Estates. W



1.5 MIDVAAL will at Its cost maintain the water network to Risiville and McKay Estates.

2. Sewerage: Risivilie

2.1 It is recorded that the sewer effluent from the Rislviile Township and McKay Estates,
situated In the MIDVAAL area, has continued uninterruptediy to be transported to
and purified at the Leeukuil Water Care Works situated in the EMFULENI area from
1 Juiy 2010. The average daily flow of sewerage from the Risiville Township and
McKay Estates into the EMFULENI system is 1 410 (one thousand four hundred and
ten) kilolitres per day at the time of signing of this agreement. it is further recorded
that no flow meters exist to measure the actuai flow of effluent from Rissiviiie and
that EMFULEN! will at ils cost Instail and maintain flow meters at the piace and
terms of specifications mutuatiy agreed upon.

2.2 EMFULENI wiii bili MIDVAAL for the transportation and treatment of this effluent at
the rate of R4.40 per kiioliter exciuding VAT. The tariffs indicated wiil be adjusted on
1 Juiy of each year after consuitation between partles. Change in the tariff (increase
or decreases) will take inte consideration the infiation rate and cost of operation.

2.3 The voiume of effluent being discharged Into the system of EMFULENI will be
verifled every six (6) months from the date of signing of this agreement by
EMFULENI at the cost of MIDVAAL. Shouid the efiluent vary by more that five
percent, the bill to MIDVAAL will reflect the increased or decreased cost and bhe
payabie in respect of the following six month period. The stipulation of this clause
wili iapse once flow meters have been instalied by EMFULENI as stated In ciause
2.1 above.

24 MIDVAAL wiii maintain the sewer system in the Risiviie Township and McKay
Estates at its cost.
3. Waler; Duncanvllie Extension 3

3.1 The bulk meters instaiied by MIDVAAL wiil be read by Emfuleni on a monthiy basis

and MIDVAAL wiii within seven days after receipt of an invoice from EMFULENI \/
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3.2

3.3

3.4

3.5

electronically pay the full amount into the bank account of EMFULENI, The tariff wiii
be equai to the tariff charged by Rand Water pius VAT and an administration levy of
2.5%.

The parties agree that EMFULENI wouid do the monthiy bulk meter reading at
Duncanvilie Extension 3 at its cost. MIDVAAL wili have the right to verify the meter
readings. If necessary, MIDVAAL wil! at Its cost, ensure that the water meter compiy
with SABS standards.

The tariff indicated in 3.1 wiii except In the instance of any statutory amendments to
tariffs, be adjusted on 1 July of each year after consuitation between EMFULENI and
MIDVAAL. Change in tariff (increases or decreases) wiil take into consideration tariff
determinations by Rand Water and the !nflation rate.

MIDVAAL will at its own read the water meter meters and bill individual consumers
in Duncanviiie Extension 3.

MIDVAAL wiii at its cost malintain the water system in the Duncanvilie Extension 3
Townshlip.

Water: Lakeside Estates

4.1

4.2

it is recorded that the supply of water to the Lakeside Estates, situated in the
MIDVAAL area, has continued uninterruptediy through the present water reticuiation
system of EMFULENI from 1 Juiy 2001. it Is further recorded that buik meters exist
to measure the actual flow of water to Lakeside Estates. MIDVAAL will within seven
days after receipt of an invoice from EMFULENI eiectronicaily pay the fuii amount
into the bank account of EMFULENI. The tariff wili be equal to that charged by Rand
Water plus VAT and an administration ievy of 2.5%.

EMFULENI will read the meters on a monthiy basis and MIDVAAL wiii within seven
days after receipt of an invoice from EMFULENI, pay electronicaiiy into the bank
account of EMFULENI, the fuil amount.



4.3

4.4

4.5

4.6

The parties agree that EMFULENI wouid do the monthly bulk meter reading at
Lakeside Estates at its cost. MIDVAAL wilii have the right to verlfy the meter
readings and if necessary, MIDVAAL will at its cost ensure that the water meters
comply with SABS standards.

The tariff indicated In 4.1 wiii, except in the instance of any statutory amendments to
tariffs, be adjusted on 1 July of each year after consuitation between EMFULENI and
MIDVAAL. Change in tariff (increases or decreases) will take into consideration tariff
determinations by Rand Water and the Inflation rate.

MIDVAAL will at its own cost read the water meters and blli individual consumers in
Lakeside Estates.

MIDVAAL wili at its cost maintain the water system In the Lakeside Estates.

Sewer: Duncanville Extenslon 3

5.1

5.2

5.3

It is recorded that the sewer effluent from the Duncanvilie Extension 3 Township
situated In the MIDVAAL area, has continued uninterruptedly to be transported to
and purified at the Leeukuii Water Care Works situated in the EMFULENI area from
1 Juiy 2010. The average daily flow of sewerage from the Duncanviile Extension 3
Township into the EMFULENI system is 185 Kilolitres per day at the time of the
signing of this agreement. it is further recorded that no flow meters exist to measure
the actual flow of effluent from Duncanviiie Ext 3 and that EMFULENI wiil at its cost
install and maintaln flow meters at the piace and terms of specifications mutuaily
agreed upon.

EMFULENI will biit MIDVAAL for the transportation and treatment of this effluent at
the rate of R4.40 per kiiolitre excluding VAT. The taiiffs indicated wiii be adjusted on
1 July of each year after consuitation between the parties. Change In the tariff
(increases or decreases) will take into consideration the Inflation rate and cost of
operation.

The voiume of effluent being discharged into the system of EMFULENI wiil be
verified every six (8) months from the date of signing of this agreement by
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EMFULENI at the cost of MIDVAAL. Should the effluent vary by more than five
percent, the biii to MIDVAAL wiil reflect the increased or decreased cost and be
payabie in respect of the foilowing six month period. The stipuiation of this clause
wiii iapse once flow meters have been instalied by EMFULENI as stated in clause
5.1 above.

54 MIDVAAL will malntain the sewer system in the Duncanviile Extension 3 Township
at its cost. MIDVAAL wiit have the right to verify the meter readings. After every six
month period after commencement of this agreement, the Chief Financial Officers of
both parties wiil verify the meter readings and should be actual consumption vary by
mare than (5%)," the bill to MIDVAAL for the foilowing month wiil reflect any
adjustments agreed upon by the Chief Financial officers. If necessary, MIDVAAL
wiil at its cost, ensure that the meter compiies with the SABS standards.

6. Sewer: Roshnee / Rust-ter-Vaal

6.1 It is recorded that the sewer effluent from the Roshnee and Rust-ter-Vaal Township
sltuated in the EMFULENI area, has continued uninterruptediy to be transported to
and purified at the Meyerton Water Care Works situated in the MIDVAAL area from
1 Juiy 2010. The average dally flow of sewerage from the said Township Into the
MIDVAAL system is 1 169 kiioitre per day at the time of signing this agreement. tis
further recorded that no flow meters exist to measure the actuai flow of effluent from
Roshnee and Rust-ter-Vaal and that MIDVAAL wiii at its cost instali and maintain
flow meters at the place and terms of specifications mutuaily agreed upon.

6.2 MIDVAAL will blli EMFULENI for the transportation and treatment of this effiuent at
the rate of R4.40 per kilolitre excluding VAT. The tariffs indicated will be adjusted on
1 July of each year after consultation between the partles. Change in the tariff
(increases or decreases) will take Into consideration the inflation rate and cost of
aperation.

6.3 The volume of effluent into the system of MIDVAAL wili be verified every sIx (6)
months from the date of signing of this agreement by MIDVAAL at the cost of
EMFULENI. Shouid the effluent vary by more than five percent, the biii to
EMFULENI wiii reflected the increased or decreased cost and be payable in respect



6.4

of the foilowing six months. The stipulation of this clause will lapse once flow meters
have been instaiied by MIDVAAL as stated in clause 6.1 above.

EMFULENI wiii maintain the sewer system in the Roshnee/Rust-ter-Vaal Township
at its cost. EMFULENI will have the right to verify the meter readings.

Sewer: Lakeside Estates

71
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7.3

7.4

it Is recorded that the sewer from the Lakeside Estates situated in the MIDVAAL
area, has continued uninterruptediy to be transported to and purified at the
Sehokeng Water Care Works situated in the EMFULENI area from 1 Juiy 2010. The
average daily flow of sewerage from the Lakeside Estates into the EMFULENI
system Is 709 kiloiltres per day at the fime of the signing of this agreement. it is
further recorded that no flow meters exist to measure the actual flow of effiuent from
Lakeside Estates and that EMFULEN wiii at its cost install and maintain flow meters
at the piace and terms of specifications mutuaily agreed upon.

EMFULEN! will biit MIDVAAL for the transportation and treatment of this effluent at
the rate of R4.40 per kilolitre excluding VAT. The tariffs indicated wili be adjusted

on 1 July of each year afier consultation between the parties. Change in the tariff
(increase or decreases) wiil take into consideration the inflation rate and cost of
operation.

The voiume of effluent being discharged into the system of EMFULENI wiil he
verified every six (6) months from the date of signing of this agreement by
EMFULENI at the cost of MIDVAAL. Should the effluent vary by more than five
percent, the biii to MIDVAAL wiil reflect the increased or decreased cost and be
payabie in respect of the foliowing six month period. The stipuiation of this clause
wiii iapse once flow meters have been instalied by EMFULENI as stated In clause
7.1 above.

MIDVAAL wiil maintain the sewer system in the Lakeside Estates at its cost.
MIDVAAL wiil have the right to verify the meter readings. After every six months
period after commencement of this agreement, the Chief Financial Officers of both
parties will verify the meter readings and shouid the actual consumption vary by
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more than five percent (5%) of the bill to MiIDVAAL for the following month will reflect
any adjustments agreed upon by the Chief Financial Officers. If necessary,
MIDVAAL will at its cost, ensure that the meters comply with SABS standards.

Electricity

The Three Rivers Substation, serving the Three Rivers, Risiville Township and McKay Estates
areas, is known as the Three Rivers Substation, and iocated on Erf 32, Risivilie Smail Farms,
hereinafter indicated as the Substation, is physically located in the MIDVAAL area and it is
agreed:

8.1 That the Substation cannot be operated by either party for their soie benefit and
account as it suppiies power to both areas.

8.2 That EMFULENI, the current operator, continues to operate and maintain the
Substation, without any break in service as it has been doing since 1 July 2001.

8.3 That it be recorded that it was determined at 1 Juiy 2010, that 81% of the ioad taken
through the Substation was for EMFULENI consumers whiist the remaining 19%
was for MIDVAAL consumers. it is therefore agreed that MIDVAAL wili contribute
19% towards the monthly cost of operation and maintaining the Substation and be
adjusted where appiicabie.

8.4 That any extension of the Substation due to additional power supply required by
either party will be negotiated if and when required. The party(ies) requiring
additionail faciiities wiil bear the cost of the capitai expenditure, the additionai cost of
electricity, distribution thereof, as weli as the additionai maintenance and operationat
cost. The pro rata division of the operation and maintenance as referred to in ciause
8.3 wili be amended in accordance with clause 8.5 after the said extensions have
been compieted.

8.5 That EMFULENI wiii pay in fuil the monthiy buik efectricity account of ESKOM which
Includes the Risivilie Township, Duncanviiie Ext 3, Gien Donaid and McKay Estates
areas. EMFULENI wiil submit a monthily account to MIDVAAL for ail electricity
consumed via and metered by the buik electricity meters commissioned during Ju
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2003. This account wiii be based on the appiicable ESKOM tariffs pius an
administrative charge of two and a half percent (2,5%) on the amount payabie and
taken into account that some EMFULENI consumers are suppiled with electricity by
MIDVAAL.

8.6 That ali payments to be made by MIDVAAL to EMFULENI in respect of 8.3 and 8.5

above, be done electronicaily to EMFULENI within seven working days after
MIDVAAL has recelved a biii from EMFULENI by means of a facsimiie or per hand.

8. Payment

it is agreed that if a parly to this agreement must be biiied, such party wiii be sent an invoice
per hand or teiefax on the iast working day of a month or as soon as possible thereafter and
payment will be made to the other parly within seven working days.

10. Interest
it is agreed that if payment in full, in respect of an invoice, as mentioned in Clause 9 is not
recelved in time, interest at prime pius five percent par month wili be payabie by the defauiting
party.

11. Notices

All notices in respect of this agreement should be directed to the Municipat Manager of the
parties,

12. Amendment of agreement

The arrangement and procedures In respect of the services mentioned in this agreement wiil
remain in force indefinitely, except where otherwise mentioned in writing and signed by both
parties.
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13.

14.

15.

16.

17.

18.

Information of deveiopments

Should there be any development of a substantiai nature in the areas mentioned in this
agreement, which may have an effect on any Municipal Services rendered by the parties
hereto or contemplated herein, MIDVAAL OR EMFULENI wili inform each other timeousiy of
such deveiopment.

Disputes

Any disputes emanating from this agreement, shail be referred to the MEC for Locai
Government and Housing to be deait with in terms of Section 53 of the Section 12 Notice
referred to in the preambie of the Agreement and any appiicable iegisiation.

Verification of meter readings

Whenever there s a responsibiiity in terms of this agreement on a party to verify the readings
of a meter, then such party will In writing inform the other parly at ieast seven working days
before the readings of a meter is verified, when and where the verifying process wiil take
piace.

All new infrastructure upgrade or discontinuation of Municipal services by MIDVAAL in areas
supplied through an EMFULENI area must be cleared in advance with the Engineering
Services Department of EMFULENI and vice versa.

The parties hereto, agree that proper arrangements must be made in respect of insurance
cover for all assets and that such insurance will include public liability cover in respect of work
done by the party or by one party on behalf of the other.

Any amendments to this agreement due to practical considerations wiil be reduced to writing
after mutual agreement was reached.
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19.

20.

21.

22,

23.

It is hereby agreed that the parties may instead of paying monies over to one another, also
set-off debt owed to each other, on condition that it is within the time limits as indicated in the
agreement.

The parties agree that MIDVAAL or any other person or institution will have no claim against
EMFULENI in the event of any situation that prevents EMFULENI from providing Munlcipal
services to MIDVAAL or vice versa.

Cession/Assignment

MIDVAAL LM and / or EMFULENI LM shall not, without the prior written consent of the other,
cede or assign this agreement.

indemnity

MIDVAAL LM and EMFULENi LM shaii and hereb)} do indemnify each other against any
ilabiiity, loss, claim or proceedings whatsoever, whether arising in common iaw or by stature,
consequent on personai injuries to or the death of any person arising out of or in the course of
or caused by the instaiiation of the services unless due to any act or omission of each others
servants or agents.

Arbitration

if any dispute or difference shail arise between the MIDVAAL LM and the EMFULENI LM,
either during the progress or after compietion of the instaliation of services as to any matter
arising there under, such dispute or difference shali be referred for arbitration by an arbitrator
appointed by the Chairman of the Engineering Councii of South Africa and the award of such
arbitrator shali be finai and binding on the parties.

The parties agree that prior to commencing arbitration on any dispute or difference they shail
first attempt to settie the dispute amicably, which attempts may inciude mediation, congiliation
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or any other means of resolving the dispute as may be agreed in terms of applicable
legislation.

24. Domicilia and notices

The EMFULENI LM chooses domicilitim citandi et executandi for all purposes of
this Agreement at:
CIVIC CENTRE
c/o Kiasie Havenga Street and Frikkie Meyer Bivd
VANDERBIJLPARK

The MIDVAAL LM chooses domicilium citandi ef executandi for aii purposes of this
agreement at:

CiViC CENTRE
cfa Mitcheli and Junius Streets
MEYERTON

25, MiSCELLANEOUS

This agreement comrectiy reflects the intention of the parties and constitutes the entire
agreement between the parties. No variation of, addition to, consensuai canceliation or
notation of this agreement and waiver by any one party of any of its rights hereunder shall be

of any force or effect uniess reduced to writing and signed by the parties or their authorized
agents,

26. Cost

Each party shall be responsible for payment of their legal cost invoived in the drafting of this
Agreement.

27. This Services Agreement reguiating cross houndary service provision, wiil cancel/supercede aii //
previous agreements entered into between EMFULENI AND MIDVAAL Local Municipaiities.
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SIGNED AT VANDERBIJLPARK ON BEHALF OF THE EMFULENI LM ON THiS

)5t~ pavor Woec 20 [!
AS WITNESSES:
1. 2
—>
2.
= IPAL MANAGER

SIGNED AT MEYERTON ON BEHALF OF THE MiDVAAL LM ON THiS

|F DAY OF MAv 20 1\

AS WITNESSES: /

/éQJ Uq.,_;f,"j MUNICI?L MA/NAGER
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