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MEDIA SUMMARY  

________________________________________________________________________ 

 

The following explanatory note is provided to assist the media in reporting this case and 

is not binding on the Constitutional Court or any member of the Court. 

 
On 18 November 2014 at 10h00 the Constitutional Court will hear an application for 
leave to appeal against a decision of the Labour Appeal Court concerning the 
interpretation and application of the Labour Relations Act. 

 
City Power (Pty) Ltd is wholly owned by the Johannesburg Metropolitan Municipality 

and is mandated to supply electricity within Johannesburg.  It is also responsible for the 
installation, maintenance and distribution of electricity systems in that area.  In order to 
achieve its mandate, it enters into service delivery agreements with institutions and 

entities such as Grinpal.   
 

City Power had concluded a contract with Grinpal for the supply of prepaid metering 
systems.  However, in March 2012, City Power terminated the contract in writing with 
immediate effect on the basis that Grinpal had submitted a fraudulent tax certificate.  

Grinpal disputed the validity of the cancellation.  Grinpal continued to render the actual 
services as City Power was unable to do so itself.  In July 2012, after a series of meetings 

between the parties, it was agreed in principle that the agreement should indeed be 
terminated.  The parties agreed that since no new service provider had been appointed to 
take over from Grinpal, City Power would in the interim render the relevant services 

itself until a new service provider was appointed.  Indeed, pursuant to this agreement City 
Power did render the services and, in doing so, utilised Grinpal’s employees.  However, 

City Power refused to take transfer of the employees of Grinpal.   
 
Grinpal approached the Labour Court for an order declaring that its employees were 

automatically transferred to City Power upon termination of the service level agreements 



in terms of section 197 of the Labour Relations Act.  The Court held that this provision 
was triggered by City Power’s termination and interim take-over of electricity provision.  

Accordingly, Grinpal’s employees were transferred to City Power by operation of law.  
On appeal, the Labour Appeal Court agreed that the take-over by City Power of the 

provision of electricity services constituted transfer of a business in terms of section 197, 
with the consequence that City Power was automatically substituted as employer in the 
employment contracts of Grinpal’s employees.  

 
Before this Court, City Power argues that section 197 of the Labour Relations Act does 

not apply to the facts of this case as it did not agree to take over the employees once the 
contracts were terminated and that this would allow Grinpal to benefit from its unlawful 
conduct and breach of the agreements.  City Power further maintains that the provision 

conflicts with its own employment policies, which form part of the municipality’s 
constitutional obligations to provide cost-effective services to the citizenry.   

 
Grinpal submits that there was a transfer of the employees by operation of 
law - regardless of how the termination of the contract took place - and that this transfer 

cannot be excluded by the terms of the agreement between City Power and Grinpal.   


