Supply Chain Management Policy

Supply Chain Management
Policy

Implementation Period: 2021/2022




Supply Chain Management Policy

Policy Data
Policy Supply Chain Management Policy
Version CON/136/21

Policy Owner

Budget and Treasury Office

Policy Champion

Supply Chain Manager
Ms. Hlubikazi Mduzulwana

045 932 8125

Policy Status

Draft 2021-2022

Approving Authority

Elundini LM Council

Approval Date by

Council

24 June 2021

Date of Next Review

June 2022




TABLE OF CONTENTS

PREAIMBLE ..ottt e e et e e e e e r e s e e e e e e et e bt e e e e e e eee bbb e s e e et e e eeb b aeeeaaannes 4
L. DEFINITIONS ... e —————— 5
SUPPLY CHAIN MANAGEMENT POLICY STATEMENT. ..........cooooiiiiiiieeeeeeeee e 12
Ta ] dgoTe IV ToruTo Yo HU PSPPSR 12
[T ¢=To I @ LU oo o[PS O OTRPPR PR 12
[T dU I o] VA o ] =) 4 AP 13
Compliance with Ethical Standards ..........ccoiiiiiiiiiiiii e 13
Elundini LM’s Procurement PrinCiples .......cuvvieiiiiiic e 14
GENERAL PROVISIONS AND APPLICATION ..., 16
Application Of the POLICY ....ccoiiiiii e 16
Communication with the Municipality ...............cccooiiiii 16
Availability of the POLICY ... 16
CHAPTER 1: ESTABLISHMENT AND IMPLEMENTATION OF THE SUPPLY CHAIN MANAGEMENT POLICY
................................................................................................................................................................ 17
2. Supply Chain Management POLICY ..........ccccuiiiiiiiiii i saee e 17
3. Adoption and Amendment of the Supply Chain Management Policy ................ccccoevviviiennnnns 18
CHAPTER 2: THE FRAMEWORK FOR SUPPLY CHAIN MANAGEMENT POLICY ............cccccviviiiiiiiiiinnnn, 22
1) Exempt Micro Enterprises (EME) .....coocuiiiiiiiiiie i 35
2) Qualifying Small ENterprises (QSE) .....iiiuuiieiiiiiiie i e ssiir e s e e s e e sree e e srreeeeens 35
) I =L U] oI 0 =T T £ =L P PRRRTSP 36
I U] o B ofo o =Yt o = PRSP 37
5) Procuring from Enterprises Based Within Elundini. .........cccccoviieeiiii e 37
20.  Process for Competitive Bidding. .......c.ceveiiiiiiiiiiiiiiic i 37
21. Bidding Documentation for Competitive Bids. .......cccoccvireeiiiiiie e 38
22.  Public Invitation for Competitive Bids.........cceeeiiiiiiieiiiiiie e 39
23.  Procedure for Handling, Opening and Recording of Bids. ...........ccccvveiiiiiieeiiiiinnenns 41
24.  Negotiations with Preferred Bidders. .........ccccooiiiiiieiiiiii e 42
25,  TWO Stage Bidding PrOCESS. .....ccuuiiiiiiiiie et e srre e 43
26. Committee System for Competitive Bids. ........ccocvuiiiiiiiiiie e 43
27. Bid Specification COmMMItLEE. .......viiiiiiiiec e 44
27.1. General REQUIFEMENTS. ......cciiiiiii it e e e e e e srreeeeaans 45
27.2.  SAMPIES. .ot e e e e — e e e e b r e e e e et ar e e e arreaeeans 46
27.3.  FUNCHONAIILY oeeeeiciecc et e e e rrr e e e n 47
27.4.  80/20 POINT SYSTEIM ..eiiiuiiiiiiii ettt ettt ettt e et s e e st e e e sabe e e snbe e e eaaeeeereeeans 47
27.5.  90/10 POINT SYSTEIM ..eiiiiiiiiiiiicciee ettt ettt s e e s be e e sabe e e snbe e e sareeeereeeens 49
27.6.  Miscellaneous Special Conditions of CoNtracts.........ccccceeviivieeiiiiieee e, 52
I CT=] o 1= = | PR 52
27.7.  DECIAratioNS ...ciiiiie ittt nra e 53
D T (=1 o= o L 1TSS PRPRI 53
28.  Bid Evaluation COMMItLEE. .....uuiiiiii ittt 55
28.1. Composition of a Bid Evaluation COmmIttee .......cccceeeeviiiiiiiiieeeee e 55
::,grl\slllolr;G/ZI glll:::i::al.l:zlal Municipality SD:;:;:/‘:::tain Management Policy Page 10f93




P2 J N A V7 | [VF: 14 Te] o o) =] o KA TSP UP RPN 56
28.3.  Disqualification and Exclusion of Bidders...........ccccciiireiiiiiiee i 58
29. Bid Adjudication COMMITLEE .......eeiiiiiiiiee e 60
30. Procurement of Banking SEIVICES ......c.uviiiiiiiiii it nree e 63
31.  Procurement Of IT GOOAS OF SEIVICES......ccuiiiiiiiiiiie ittt 63
32.  Procurement of Catering and Transport SErVICeS.......ccvvveeiiiiieeeiiiiee e 64
33.  Procurement of Goods or Services under Contracts Secured by other Organs of State
64
34.  Participation in Transversal Contracts Facilitated by Treasury.........ccccoeevveeiiiienennnns 64
35.  Procurement of Goods Necessitating Special Safety Requirements...............ccceee... 64
36. Proudly SOUth AfriCan .....cc.uiiiiiiei e e 65
37.  Procurement Of CONSUITANTS .....ooiiiiiiiie i 66
38. Deviation From, and Ratification of Minor Breaches of Procurement Processes ..... 68
1S R U T o] [ ol =T o I =] T TR UP RSP 69
40. Combating of Abuse of Supply Chain Management System ...........ccccceeviivieecciinennn. 70
PART 3: LOGISTICS, DISPOSAL, RISK AND PERFORMANCE MANAGEMENT .....ccooeeeiiiiiiiiinnns 71
N O oY - 1 Tl |V, o T o =Y o<l 4 1T | RSP 71
42.  Disposal ManagemeNnt........cccuiiiiiiiiie it 72
R T 1 AV 1o T T= 0T o V=T o | SRR 73
44.  Performance ManagemeENTt .......cccciiiiiiiiiieeeiiiiee e cie e s st e e e stre e et e e e s e e e e s aaree s 73
PART 4: OTHER MATTERS .ooiitiii ittt a e s e s s e e e e e e e e aeenes 74
45.  Prohibition on Awards to Persons Whose Tax Matters Are Not In Order................. 74
46.  Prohibition of Awards to Persons in the Employ of the State .......cccccccceeiiiiiiiinnnnn. 74
47. Award to Close Family Members of Persons in the Employ of the State................... 74
R T = o1 or=Y I] =1 (o F= e [T RRROPP 75
49. Inducement, rewards, gifts and favours to municipal officials and other role players
76
1O Y o Yo Tt 1Yo ] £ o 11 LSRR 77
51. Objections and ComMPIaints ......ccuviiiiiiiiee e erre e e 77
52. Resolution of disputes, objections, complaints and queries ...........ccccocevviiieeieenninns 77
53.  Contracts for Compensation Based ON TUINOVEN .......cceieiiiiiiiiiiieiee e cciiieeee e e e 78
54. Treatment of Irregular, Wasteful and Fruitless Expenditure.............ccocccvveveniiennnnns 78
PART 5: CONTRACTS AD CONTRACT MANAGEMENT .....ooviiiiiii e 79
55. Contracts and Contract ManagemeNnt........ccccecoiiiiieieiiiiie e e srae e 79
56.  Variation Or0erS......eiiiiiieiiiieiiie ettt sttt et e et e e et e e e snbe e e nsaeeenrbeeans 80
) 2 oo T 1) 4 [ V-SSP ORI 81
58.  SUPPOIt tO BidAEIS . uuviiiiiiiiie ettt e e e e e e et e e e e et e e e e e snraeeeeaans 82
59. Role of LED Unit in Providing SCM Support to Local Businesses. .........cccceeeevivveeeens 83
61. Commencement of the SCM PoOliCY.......cccoiiiiiiiiiiiiii e 84
62.  Procurement Value Management Intervention — Price Benchmarking For Low-Value
High-Volume GoOdS ANG SEIVICES. .....cc.oiiiiiiiiiiiiiieieieiee ettt 85
ANNEXURE A: CODE OF CONDUCT FOR SUPPLY CHAIN MANAGEMENT PRACTITIONERS AND OTHER
ROLE PLAYERS ..ottt e ettt e e e e et e ettt e e e e e e e ae bt e e e e et ee e bbb s e e eeeesanbannaereeenanes 88
::,grl\slllolr;G/ZI glll:::i::al.l:zlal Municipality SD:;:II:/‘:::tain Management Policy Page 20f93




ANNEXURE B: SCM POLICY FOR INFRASTRUCTURE PROCUREMENT AND DELIVERY MANAGEMENT
AND NATIONAL TREASURY STANDARD FOR INFRASTRUCTURE PROCUREMENT AND DELIVERY

MANAGEMENT FRAMWEWORK . ... oottt e e e e e e es bt e s e e e s eeata s e e e e eesaataa e eeeesanns 89
ANNEXURE C: CATERING AND TRANSPORT POLICY ......oottiiiiiiieiieiiiiin e ettt s e eea e e e s eer e 90
ANNEXURE D: CONTRACT MANAGEMENT POLICY ......cooiiiiiiiieirieiis et s s en e e s eer s 91
Version Municipality Document

CON/136/21 | Elundini Local Municipality Supply Chain Management Policy Page 30f93




PREAMBLE

This policy was adopted by the Elundini Municipality Council in terms of section 111 of
the Municipal Finance Management Act, 2003 (Act No. 56 of 2003).

The Accounting Officer must annually review the implementation of this Policy and if he
considers it necessary, submit proposals for the amendment of the Policy to the Council
for approval.

In line with legislation, the policy is reviewed annually and the latest review was
undertaken in 2021, June 24. The focus is to further enhance the policy by considering
new legislation that has been enacted.

The targeted mechanism of the Policy which enhances the development of Historically
Disadvantaged Individuals (HDI’s) and Historically Disadvantaged Companies (HDC'’s)
clearly demonstrates the focus of the policy.

The Preferential Procurement Regulations of 2011 have reviewed and aligned to
Preferential Procurement regulations of 2017

The Practice Note Number SCM 1 of 2006 has been reviewed necessitating the January
2018 Tax Clearance reforms

Other amendments related to policy gaps and Supply Chain performance have been
included in the policy to strengthen and enhance the current policy.
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1. DEFINITIONS

In this policy, unless the context otherwise indicates, a word or expression to which a
meaning has been assigned in the Local Government: Municipal Finance Management Act,
2003 (Act No. 56 of 2003) has the same meaning as in the Act, and —

“Act” means the Local Government: Municipal Finance Management Act, 2003 (Act No.
56 of 2003).

“Agent” means a person mandated by another person (“the principal”) to do business for
and on behalf of, or to represent in a business transaction, the principal, and thereby acquire
rights for the principal against an organ of state and incur obligations binding the principal in
favour of an organ of state.

“allocation” in relation to a municipality means -
[a] municipality's share of the local government's equitable share referred to in Section
214 (1) (a) of the Constitution;

[b] an allocation of money to a municipality in terms of Section 214 (1) (c) of the

3 Constitution;

[c] an allocation of money to a municipality in terms of a provincial budget; or

[d] any other allocation of money to a municipality by an organ of state, including by
another municipality, otherwise than in compliance with a commercial or other
business transaction.]

“Bid” means a written offer or bid in a prescribed or stipulated form in response to an
invitation by an organ of state for the provision of services or goods.

“break-out procurement” means the procurement of goods and services for any project of
5 the Municipality in the smallest possible quantities without compromising the quality,
coverage, cost or developmental impact of the goods and services.

"B-BBEE"means broad-based black economic empowerment, as defined in Section 1 of
the BroadBased Black Economic Empowermeni Act

"B-BBEE status level of contributorheans the B-BBEEstatus of an entity in terms of
7 good practice on black economic empowerment issued in terms of section 9(1) of the
Broad- Based Black Economic Empowerment Act;

“black designated groupgshas the meaning assigned to it in the Codes of Good Practice
issued in terms of Section 9(1) of the Broad-Based Black Economic Empowerment Act;

bot I O isla)geBekidftesng that refers to Africans, Coloureds and Indians who are
citizens of the Republic of South Africa by birth or descent; or who became citizens of
9 the Republic of South Africa by naturalization before 27 April 1994 or on or after 27 April
1994 and who would have been entitled to acquire citizenship by naturalization prior to
that date;

“black designated groupgshas the meaning assigned to it in the Codes of Good Practice

10
issued in terms of Section 9(1) of the Broad-Based Black Economic Empowerment Act;
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11

"Broad-Based Black Economic Empowerment Actieans the Broad-Based Black
Economic Empowerment Act 53 of 2003;

12

“Competitive Bidding Process” means a competitive bidding process referred to in
Regulation 12 (1) (d) of the Supply Chain Management Regulations;

12

“competitive bid” means a bid in terms of a competitive bidding process;

13

“Comparative price” means the price after the factors of a non-firm price and all
unconditional discounts that can be utilized have been taken into consideration.

14

“Consortium or joint venture” means an association of persons for the purpose of
combining their expertise, property, capital, efforts, skill and knowledge in an activity
necessary for the execution of a contract.

15

“Contract” means the agreement that results from the acceptance of a bid by the
Municipality.

16

“Control” the possession and exercise of legal authority and power to manage the assets,
goodwill and daily operations of a business and the active and continuous expertise of
appropriate managerial authority and power in determining the policies and directing the
operations of the business.

17

“Councilor” means a member of a municipal council.

18

“Co-operative” means a co-operative registered in terms of section 7 of the Co-
operatives Act, 2005 (Act no. 14 of 2005);

19

GRS &AIY L (nmBars, addsfReadzinéhe Preferential Procurement Policy
Framework Act, 2000: Preferential Procurement Regulations, 2017 -

(a) Black designated groups;

(b) Black people;

(c) Women;

(d) People with disabilities; or

(e) Small enterprises, as defined in Section 1 of the National Small Enterprise Act, 1996
(Act No. 102 of 1996);

20

designated sector'means a sector, sub-sector or industry that has been designated by
the Department of Trade and Industry in line with national development and industrial
policies for local production, where only locally produced services, works or goods or
locally manufactured goods meet the stipulated minimum thresholébr local production
and content;

21

“Disability” means, in respect of a person, a permanent impairment of a physical,
intellectual, or sensory function, which results in restricted or lack of ability to perform an
activity in the manner or within the range considered normal for a human being.

22

“District municipality” means a municipality that has municipal executive and legislative
authority in an area that includes more than one municipality and which is described in
section 155(1) of the Constitution as a category “C” municipality.

23

“Employer” means The Elundini Local Municipality.

24

“End user” means a person who initiates the process of acquisition management and also
plays a very important role during the evaluation process.

25

“Executive mayor” means an executive mayor elected in terms of section 55 of the
Municipal Structures Act, Act 32 of 1998.
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a 9 a fhéans, as defined in the Preferential Procurement Policy Framework Act, 2000:
Preferential Procurement Regulations, 2017, an exempted micro enterprise in terms of a

26 code of good practice on black economic empowerment issued in terms of section 9(1)
of the Broad-Based Black Economic Empowerment Act.
27 “final award”, in relation to bids or quotations submitted for a contract, means the final
decision on which bid or quote to accept;
“firm price” is the price that is only subject to adjustments in accordance with the actual
increase or decrease resulting from the change, imposition, or abolition of customs or
28 excise duty and any other duty, levy or tax which in terms of a law or regulation is binding
on the contractor and demonstrably has an influence on the price of any supplies, or the
rendering costs of any service, for the execution of the contract.
“Formal Written Price Quotation” means a written or electronic offer to the
29 municipality in response to an invitation to submit a quotation. &Formal Written
Price Quotation”, “Written Price Quotation”, “Quotation” or “Quote” shall have a
similar meaning. Also referred to as “Bids”
30 “Fruitless and wasteful expenditure” means expenditure that was made in vain and would
have been avoided had reasonable care been exercised.
“Functionality” means the measurement according to predetermined norms of a service or
31 commodity designed to be practical and useful, working or operating, taking into account
quality, reliability, viability and durability of a service or commodity
“historically disadvantaged individual” means a South African Citizen or any service
provider;
al who, due to the apartheid policy that had been in place, had no franchise in
national elections prior to the introduction of the Constitution of the Republic of South
Africa Act, 1993 (Act No. 200 of 1993) or the Constitution of the Republic of South Africa,
32 1993 (Act No. 200 of 1993) (“the Interim Constitution”); and/or
[b] who is a female; and/or
[c] who has a disability;
Provided that a person who obtained South African citizenship on or after the coming to
effect of the Interim Constitution, is deemed not to be an HDI.
“in the service of the state” means to be —
(a) a member of —
(i) any municipal council;
(ii) any provincial legislature; or
33 (iii) the National Assembly or the National Council of Provinces;
(b) a member of the board of directors of any municipal entity;
(c) an official of any municipality or municipal entity;
(d) an employee of any national or provincial department, national or provincial public
entity or constitutional institution within the meaning of the Public Finance Management
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Act, 1999 (Act No.1 of 1999);
(e) a member of the accounting authority of any national or provincial public entity; or
() an employee of Parliament or a provincial legislature;

34

“irregular expenditure” in relation to a municipality or municipal entity, means

(a) expenditure incurred by a municipality or municipal entity in contravention of, or
that is not in accordance with, a requirement of the Act, and which has not been condoned
in terms of section 170 thereof;

(b) expenditure incurred by a municipality or municipal entity in contravention of, or
that is not in accordance with, a requirement of the Municipal Systems Act, and which has
not been condoned in terms of that Act;

(c) expenditure incurred by a municipality in contravention of, or that is not in
accordance with a requirement of the Remuneration of Public Office-Bearers Act, 1998
(Act No. 20 of 1998); or

(d) expenditure incurred by a municipality or municipal entity in contravention of, or
that is not in accordance with, a requirement of the supply chain management policy of
the municipality or entity or any of the municipality’s by-laws giving effect to such policy,
and which has not been condoned in terms of such policy or by-law.

35

“Local municipality” means a municipality that shares municipal executive and legislative
authority in its area with a district municipality within whose area it falls and which is
described in section 155(1) of the Constitution as a category “B” municipality.

36

“long term contract” means a contract with a duration period exceeding one year;

37

“list of accredited prospective providers” means the list of accredited prospective
providers which a municipality or municipal entity must keep in terms of section 21 of this
policy;

38

“Management” in relation to an enterprise or business, means an activity inclusive of
control and performed on a daily basis, by any person who is a principal executive officer
of the company, by whatever name that person may be designated, and whether or not
that person is a director.

39

“Military Veteran” has the meaning assigned to it in section 1 of the Military Veterans
Act, 2011 (Act No. 18 of 2011);

40

“Municipal council or council” means a municipal council referred to in section 157(1) of
the Constitution, 1996.

41

“municipality” when referred to as -

[a] an entity, means a municipality as described in the definitions section, and

[b] a geographic area, means a municipal area determined in terms of the Local
Government: Municipal Demarcation Act, 1998 (Act No. 27 of 1998)

42

“Municipal manager” means a person appointed by the Municipality in terms of section 82
of the Municipal Structures Act and who is the head of administration and also the
accounting officer for the Municipality.

43

“Municipal structure act” means the Local Government: Municipal Structures Act, 1998
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(Act No. 117 of 1998).

“Municipal systems act” means the Local Government: Municipal Systems Act, 2000 (Act

44
No. 32 of 2000).

a5 “National Treasury” has the meaning has the meaning assigned to it in section 1 of the
Public Finance Management Act, 1999 (Act No. 18 of 1999;

46 “Non-firm prices” means all prices other than “firm” prices.

47 “organ of state” means an organ of state as defined in section 239 of the Constitution.
“other applicable legislation” means any other legislation applicable to municipal supply
chain management, including —

48 (a) the Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000);

(b) the Broad-Based Black Economic Empowerment Act, 2003 (Act No. 53 of 2003); and
(c) the Construction Industry Development Board Act, 2000 (Act No.38 of 2000);
“Owned” having all the customary incidents of ownership, including the right of

49 disposition, and sharing in all the risks and profits commensurate with the degree of
ownership interest, as demonstrated by an examination of the substance, rather than the
form of ownership arrangements.

50 “Person” includes reference to a juristic person.

“privileged or confidential information” means any information:
a) determined by the bid specification, evaluation or adjudication committee to be
privileged or confidential;

51 b) discussed in close sessions by any of the bid committees;

c) disclosure of what would violate a person’s right to privacy;

d) declared to be privileged, confidential or secret in terms of any legislative
framework.

GLIS2 LI S & A ( feanPdopld wihd Havk & IAng-&rén or recurring physical or

52 mental impairment that substantially limits their prospects of entry into, or
advancement in, employment;

53 & LINJn€u8es All applicable taxesess all unconditional discounts;

GLINR2-F. 2F a0l Gdza  Sesné— 2F O2y GNAROGdzi 2N
(a) the B-BBEE status level certificate issued by an authorised body or person;

54 (b) a sworn affidavit as prescribed by the B-BBEE Codes of Good Practice; or
(c) any other requirement prescribed in terms of the Broad-Based Black Economic
Empowerment Act;
oQualifying Small Enterprise(QSE) means a qualifying small business enterprise in

55 terms of a Code of Good Practice on black economic empowerment, issued in terms of
Section 9(1) of the Broad-Based Black Economic Empowerment Act;

56 “Rand value” means the total estimated value of a contract in Rand denomination which is
calculated at the time of bid invitations and includes all applicable taxes and excise duties.

57 “Regulation” means a Municipal Supply Chain Management Regulation published in terms
of Section 168 of the Act.

58 “Rural Area” means a sparsely populated area in which people farm or depend on
natural resources, including villages and small towns that are dispersed through the area
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or an area including a large settlement which depends on migratory labour and
remittances and government social grants for survival, and may have a traditional land
tenure system;

59

“service providers”
a) “Professional Service Provider”:

1

Any person or body corporate that is under contract to the Employer for the
provision of Professional Services.

b) “General Service Provider”:

Any person or body that is under contract to the Employer for the provision of any type of
service.

60

“SMMEs” means a separate and distinct business entity, including cooperative enterprises
and non-governmental Organizations, managed by one owner or more which, including its
branches or subsidiaries, if any, is predominantly carried on in any sector or sub-sector of
the economy.

61

"stipulated minimum threshold"means that portion of local production and content as
determined by the Department of Trade and Industry from time to time;

62

“Sub-contracting” means the primary contractor’s assigning or leasing or making out work
to, or employing, another person to support such primary contractor in the execution of
part of a project in terms of the contract.

63

“supply chain manager” means an official appointed by Elundini Municipality to fulfill a
vital role in the implementation, the monitoring and the continued application of the
Elundini Municipality Supply Chain Management Policy.

64

“The Act” means the Local Government: Municipal Finance Management Act, 2003 (Act
No. 56 of 2003).

65

“The constitution” means the Constitution of the Republic of South Africa Act, 1996 (Act
No. 109 of 1996).

66

“treasury guidelines” means any guidelines on supply chain management issued by the
Minister in terms of section 168 of the Act;

67

“Township” means an urban living area that at any time from the late 19th century until
27 April 1994, was reserved for black people, including areas developed for historically
disadvantaged individuals post 27 April 1994;

68

“Treasury” has the meaning assigned to it in section 1 of the Public Finance Management
Act, 1999 (Act No. 18 of 1999);

69

“Unauthorized expenditure” in relation to a municipality, means any expenditure incurred
by a municipality otherwise than in accordance with Section 15 or 11(3) of the Act.

(a) overspending of the total amount appropriated in the municipality’s approved
budget;
(b) overspending of the total amount appropriated for a vote in approved budget;
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(c) expenditure from a vote unrelated to the department of functional area covered
by the vote;

(d) expenditure of money appropriated for a specific purpose, otherwise than for that
specific purpose;
(e) spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of

“allocation” otherwise than in accordance with any condition of the allocation; or
() a grant by the Municipality otherwise than in accordance with this Act.

70 “Written or verbal quotations” means quotations referred to in section 23 of this policy.

71 “Regulation” means the Local Government: Municipal Supply Chain Management
Regulations

72 “Youth” has the meaning assigned to it in section 1 of the National Youth Development
Agency Act, 2008 (Act No. 54 of 2008).

73 Low-Value High-Volume Goods And Services : Procurement of goods and services
below 30 000
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SUPPLY CHAIN MANAGEMENT POLICY STATEMENT

Introduction

To give effect to section 217 of the Constitution of the Republic of South Africa by
implementing a system that is fair, equitable, transparent, competitive and cost effective
Section 111 of the MFMA requires each municipality and municipal entity to adopt and
implement a supply chain management policy, which gives effect to the requirements of the
Act.

In addition, the PPPFA requires an Organ of State to determine its Preferential Procurement
Policy and to implement it within the framework prescribed. This requirement is given effect
to in the Preferential Procurement section of this Policy.

Desired Outcome

The desired outcome of this Policy is to provide a mechanism to ensure sound, sustainable
and accountable supply chain management within Elundini Local Municipality, whilst
promoting black economic empowerment, which includes general principles for achieving
the following socio-economic objectives:

1) to stimulate and promote local economic development in a targeted and focused
manner;

2) to facilitate creation of employment and business opportunities for the people of
Elundini with particular reference to B-BBEE;

3) to promote the competitiveness of local businesses;

4) to increase the small business sector access, in general, to procurement business
opportunities created by Council;

5) to implement e-Procurement as an alternative to a manual process, to enhance efficiency
and service delivery;

6) to support green procurement initiatives as far as is reasonably possible.

This Policy will also strive to ensure that the objectives for uniformity in supply chain
management systems between organs of state, in all spheres, is not undermined and that
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consistency with national economic policy on the promotion of investments and doing

business with the public sector is maintained.

Regulatory Context

The objectives of this Policy are:

1) To give effect to section 217 of the Constitution of the Republic of South Africa by
implementing a system that is fair, equitable, transparent, competitive and cost effective;

2) to comply with all applicable provisions of the MFMA including the Municipal Supply
Chain Management Regulations published under GN868 in Government Gazette 27636
30 May 2005 and to comply with any National Treasury Circulars/Guidelines specifically
adopted by Council, in terms of the MFMA;

3) to ensure consistency with all other applicable legislation and any regulations pertaining
thereto, including:

a) the Preferential Procurement Policy Framework Act;
b) the Broad-Based Black Economic Empowerment Act;
c) the Construction Industry Development Board Act;

d) the Local Government: Municipal Systems Act; and

e) the Promotion of Administrative Justice Act.

f) the Promotion of Access to Information Act.

g) National Treasury Practice Notes

h) Relevant case laws.

Compliance with Ethical Standards

1) In order to create an environment where business can be conducted with integrity and in
a fair and reasonable manner, this Policy will strive to ensure that the Municipal Manager

and all representatives of Elundini Local Municipality involved in supply chain
Version Municipality Document
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management activities shall act with integrity and in accordance with the highest ethical
standards.

2) All supply chain management representatives shall adhere to the code of conduct of
municipal staff contained in schedule 2 of the Municipal Systems Act, and this Policy’s
Code of Ethical Standards.

Elundini LM’s Procurement Principles

Elundini Municipality shall adhere to the procurement principles as noted hereunder:

Transparency: The procurement process must be open and predictable and must

afford each prospective bidder timely access to the same and
accurate information

Equal treatment:All bidders and providers must be treated equally throughout the

Effectiveness:

Efficiency:

Competitiveness:

whole procurement process and must be given access to the
same information.

Elundini Municipality must strive for SCM system effectiveness
and must carry out its procurement processes as cost-effectively
as possible while meeting the commercial, regulatory and socio-
economic goals of government in a balanced manner appropriate
to the procurement requirement.

Elundini Municipality must strive to standardize and simplify
procedures where appropriate to enhance SCM system
effectiveness and must carry out its SCM processes as cost-
effectively and efficiently as possible. Elundini Municipality must
strive to build relationships with providers, must ensure good
working practices and must encourage innovative solutions for
providers.

Elundini Municipality must satisfy its requirements through
competition unless there are justifiable reasons to the contrary.

Fairness: All bidders and contractors must be dealt with fairly and without
unfair discrimination. Unnecessary constraints must not be
imposed on bidders/contractors and commercial confidentiality
must be protected.
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Ethics:

Proportionality:

Uniform application:

Accountability:

Openness:

Value for money:

Health and Safety:

All providers must be treated equally whilst promoting certain
empowerment objectives, all stakeholders must conduct
business and themselves professionally, fairly, reasonably and
with integrity, all interests must be disclosed and all breach must
be reported.

The product/service requirements stipulated in the
specification/terms of reference and the qualification
requirements attached thereto must be appropriate, necessary
and in reasonable proportion to the product/service being
procured.

Elundini Municipality must ensure the application of a SCM policy
and a streamlined SCM process and documentation that is
uniformly applied by Elundini Municipality, all things being equal.
The procurement process must be simple and adaptable to
advances in modern technology to ensure efficiency and
effectiveness.

Each practitioner must be accountable for their decisions and
Actions relative to their SCM responsibilities, the SCM process as
well as in the implementation of concluded contracts. Elundini
Municipality must have a system, when warranted by
circumstances, to investigate and hold liable both employees and
relevant private parties dealing with Elundini Municipality, for
their decisions and Actions relative to their procurement
responsibilities, the procurement process as well as in the
implementation of concluded contracts.

Elundini Municipality must ensure a procurement process and a
subsequent contract award and implementation according to the
predetermined specification in line with the best practice procurement
principles

Elundini Municipality must achieve value for money through the
optimum combination of life cycle cost and quality (or fitness for
purpose) to meet the customer’s requirements while maximizing
efficiency, effectiveness and flexibility.

Elundini Municipality is committed to the health and safety of its
personnel and its providers in the application of its SCM process
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GENERAL PROVISIONS AND APPLICATION

Application of the Policy

This Policy applies to:

a)
b)
c)

d)

the procuring of goods or services, including construction works and consultant services;
the disposal by the municipality of goods no longer needed;

the selection of contractors to provide assistance in the provision of municipal services
otherwise than in circumstances where chapter 8 of the Municipal Systems Act applies;
or

the selection of external mechanisms referred to in section 80 (1) (b) of the Municipal
Systems Act for the provision of municipal services in circumstances contemplated in
section 83 of that Act.

the procurement of goods and services under a current contract secured by another
organ of state, provided that the relevant supplier has agreed to such procurement.

Unless specifically stated otherwise, this Policy does not apply if the municipality contracts
with another organ of state for:

a)
b)

c)

the provision of goods or services to the municipality;

the provision of a municipal service, or assistance in the provision of a municipal service;
or

any other contractual agreements between organs of state for whatever reasons

A report shall be submitted to the appropriate delegated authority seeking authority to
contract with another organ of state.

Communication with the Municipality

All correspondence with regard to this Policy shall be addressed to the Manager: Supply
Chain Management.

Availability of the Policy

A copy of this Policy and other relevant documentation is available on the municipality’s
website.
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CHAPTER 1: ESTABLISHMENT AND IMPLEMENTATION OF THE SUPPLY CHAIN
MANAGEMENT POLICY

2. Supply Chain Management Policy

1) The Elundini Local Municipality resolves in terms of section 111 of the Act to adopt and
implement a supply chain management policy that:-

a) Gives effect to:-

iii.
iv.
V.

Vi.

Section 217 of the Constitution; and
Part 1 of Chapter 11 and other applicable provisions of the Act;

Regulations pertaining to Supply Chain Management
The Preferential Procurement Policy Framework Act as amended
The Broad Based Black Economic Empowerment Act

The Construction Industry Development Board Act

b) Is fair, equitably, transparent, competitive and cost effective

c¢) Complies with:-

the regulatory framework prescribed in Chapter 2 of the Regulations; and
(ii) any minimum norms and standards that may be prescribed in terms of section 168

of the Act;

d) is consistent with other applicable legislation;

e) does not undermine the objective for uniformity in supply chain management systems

between organs of state in all spheres; and

f) is consistent with national economic policy concerning the promotion of investments and

doing business with the public sector.

2) Elundini Local Municipality may not act otherwise than in accordance with this supply
chain management policy when—

a) procuring goods or services;

b) disposing of goods no longer needed;

c) selecting contractors to provide assistance in the provision of municipal services
otherwise than in circumstances where Chapter 8 of the Municipal Systems Act applies;

or
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d)

3)

Selecting external mechanisms referred to in section 80 (1) (b) of the Municipal Systems
Act for the provision of municipal services in circumstances contemplated in section 83 of
that Act.

Subparagraphs (1) and (2) of this policy do not apply in the circumstances described in

section 110 (2) of the Act except where specifically provided otherwise in this policy.

Adoption and Amendment of the Supply Chain Management Policy

1)

2)

3)

4)

In line with Regulation 3 of the MFMA, the accounting officer must —

a) at least annually review the implementation of this policy; and

b) When the accounting officer considers it necessary, submit proposals for the
amendment of this policy to the council.

If the accounting officer submits a draft policy to the council that differs from the model

policy, the accounting officer must:-

(a) Ensure that such draft policy complies with the Regulations.

(b) Any amendments to the policy comply with the SCM Regulations.

(c) The accounting officer must report any deviation from the model policy to the
National Treasury and the relevant provincial treasury.

When amending this supply chain management policy the need for uniformity in supply
chain practices, procedures and forms between organs of state in all spheres, particularly
to promote accessibility of supply chain management systems for small businesses must
be taken into account.

The accounting officer of Elundini Local Municipality must in terms of section 62(1)(f)(iv)
of the Act, take all reasonable steps to ensure that the Elundini Local Municipality has
and implements this supply chain management policy.

4. Delegation of Supply Chain Management Powers and Duties

1)

(a)

Consistent with Regulation 4 of the MFMA, Council hereby delegates such additional
powers and duties to the accounting officer so as to enable the accounting officer —

To discharge the supply chain management responsibilities conferred on accounting
officers in terms of —

(i) Chapter 8 or 10 of the Act; and
(ii) The supply chain management policy;
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(b) To maximize administrative and operational efficiency in the implementation of the
supply chain management policy;

(c) To enforce reasonable cost-effective measures for the prevention of fraud,
corruption, favoritism and unfair and irregular practices in the implementation of the
supply chain management policy; and

(d) To comply with his or her responsibilities in terms of section 115 and other applicable
provisions of the Act.

(3) Sections 79 and 106 of the Act apply to the sub-delegation of powers and duties
delegated to an accounting officer in terms of subsection (1) of this policy.

(4) The council or accounting officer may not delegate or sub delegate any supply chain
management powers or duties to a person who is not an official of the Elundini
Municipality or to a committee which is not exclusively composed of officials of the
Elundini Municipality;

(5) This section may not be read as permitting an official to whom the power to make final

awards has been delegated, to make a final award in a competitive bidding process
otherwise than through the committee system provided for in section 33f this policy.

5. Sub-Delegations

1) The accounting officer may in terms of section 79 or 106 of the Act sub delegate any
supply chain management powers and duties, including those delegated to the
accounting officer in terms of Regulation 4(1), but any such sub delegation must be
consistent with Regulation 4 and Regulation 5(2) as set out below:-

2) The power to make a final award —

(a) above R10 million (VAT included) may not be sub delegated by the accounting officer;

(b) all bids above R10 million (VAT included), after recommendation by the bid adjudication
committee of which the chief financial officer is the chairperson.

(c) above R2 million (VAT included), but not exceeding R10 million (VAT included), may be
sub delegated but only to —

(i) the chief financial officer;

(ii) a senior manager; or

(iii) bid adjudication committee of which the chief financial officer or a senior
manager is a member;

(d) not exceeding R2 million (VAT included) may be sub delegated but only to —
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(i) the chief financial officer;

(ii) a senior manager; or

(iii) a manager directly accountable to the chief financial officer or a senior manager; or
(iv) a bid adjudication committee.

3)

An official or bid adjudication committee to which the power to make final awards
has been sub delegated in accordance with this policy must within five days of the
end of each month submit to the official referred to in subsection (4) of this policy a
written report containing particulars of each final award made by such official or
committee during that month, including—

(i) the amount of the award;

(ii) the name of the person to whom the award was made;

(iii) the BBBEE points Claimed of the successful bidder or  supplier; and
(iv) the reason why the award was made to that person.

4) A written report referred to in subsection (3) of this policy must be submitted —
(a) to the accounting officer, in the case of an award by —

(i) the chief financial officer;

(ii) a senior manager; or

(iii) a bid adjudication committee of which the chief financial officer or a senior manager
is a member;
(b) to the chief financial officer or the senior manager responsible for the relevant

bid, in the case of an award by —

(i) a manager referred to in subsection (2)(c)(iii) of this policy; or

(ii) a bid adjudication committee of which the chief financial officer or a senior manager
is not a member.

5) Subsections (3) and (4) of this policy do not apply to procurements out of petty cash.

6) This section may not be interpreted as permitting an official to whom the power to
make final awards has been sub delegated, to make a final award in a competitive
bidding process otherwise than through the committee system provided for in section
33 of this policy.

7) No supply chain management decision-making powers may be delegated to an
advisor or consultant.
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6.

Oversight Role of Council

In line with Regulation 6 of the MFMA: -

1) Council must maintain oversight role to ensure that the Municipal Manager implements
this Supply Chain Management Policy.

2) For the purposes of such oversight, the Municipal Manager must: -

a) within 10 (ten) days of the end of each quarter, submit a report on the implementation of
this Policy to the Mayor and,

b) within 30 days of the end of each financial year, shall submit a similar such report to
Council.

3) In addition, if any serious and material problems arise in relation to the implementation
of this Policy, the Municipal Manager shall immediately report to Council accordingly.

4) All such reports shall be made public in accordance with section 21A of the Municipal
Systems Act.

5) Section 117 of the MFMA prohibits a Municipal Councillor from being a member of a bid
committee or any other committee evaluating or approving quotations or bids nor may a
Municipal Councillor attend any such meeting as an observer.

6) The Mayor must provide general political guidance over the fiscal and financial affairs of
the Municipality and must monitor and oversee the exercise of responsibilities assigned
to the Municipal Manager and Chief Financial Officer in terms of the MFMA.

7. Supply Chain Management Unit

1) A supply chain management unit is hereby established to implement the supply chain
management policy in line with Regulation 7 of the MFMA.

2) The supply chain management unit must, operate under the direct supervision of the CFO
or an official to whom this duty has been delegated in terms of Section 82 of the Act.

3) The SCM Unit shall consist of:

(i)
(i)

demand management
acquisition management;

(iii) logistics management (stores and warehouse);
(iv) contract management and vendor performance; and

(v)
(4)

assets, disposal and risk management;

The Supply Chain Manager shall be responsible and accountable for the day-to-day
management of the SCM Unit.
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(5)

(6)

All documents pertaining to the procurement of goods or services by means of
written price quotations of a transaction value up to R200 000 (VAT included), as well
as all documents pertaining to procurements by means of competitive bidding of a
transaction value over R200 000 (VAT included), will be issued, received and finalized
by the SCM Unit.

All documents pertaining to the disposal of goods will be issued, received and
finalized by the Asset Management Unit.

8. Training Of Supply Chain Management Officials and Other SCM Role Players

The training of officials involved in implementing the supply chain management policy should
be in accordance with any Treasury guidelines on supply chain management training.

CHAPTER 2: THE FRAMEWORK FOR SUPPLY CHAIN MANAGEMENT POLICY

The Format of Elundini LM’s Supply Chain Management Policy

9.

In line with Regulation 9 of the MFMA, the Elundini LM’s supply chain management
policy provides systems for —

(i) Demand Management;

(ii) Acquisition Management;

(iii) Logistics Management;

(iv) Disposal Management;

(v) Risk Management;

(vi) Performance Management.
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PART 1: DEMAND MANAGEMENT

10. Demand Management System

In line with Regulation 10 of the MFMA, the accounting officer must establish, through
operational procedures, an effective system of demand management in order to ensure that
the resources required to support the strategic and operational commitments are delivered
at the correct time, at the right price and at the right location, and that the quantity and
quality satisfy the needs.

1) The objective is to ensure that the resources required to fulfil the needs identified in the

2)

3)

4)

5)

Integrated Development Plan (IDP), the Budget and SDBIP are delivered at the correct

time, price and place, and that the quantity and quality will satisfy those needs.

Resources required for the fulfillment of the municipality’s obligations will be clearly

analyzed. This includes a detailed analysis of the goods, works and services required.
Demand management must translate the multi-year business plan of Elundini

Municipality into current and future needs and to cost and budget for it.

The SCM official responsible for the demand management function coordinates the

liaison with and inclusion in the cross-functional team.

The official responsible for the demand management function must coordinate the needs

analysis and costing of each and every programme in the ELM. To do this the following

process must be followed:

The end-user gives an overview of the detail of his/her multi-year business plan. The
human resource and financial experts give their guidelines applicable to this plan.

The cross-functional team performs a needs analysis to determine the total needs
required to support the multi-year business plan. The activities within the cross-
functional team may be divided and the whole team need not perform all activities
together. The needs analysis may include the under mentioned activities:
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vi.
Vii.

viii.

Xi.
Xii.

Xiii.

Understanding the future needs in terms of quantity and specification. Forecasting
techniques may be utilized in order to determine quantities required should this be
warranted by the size and the quantity of the requirement of the ELM.

Frequency of the needs.

Critical delivery dates.

Budgetary requirements.

Planning for Information Technology requirements.

Linking the requirements with the baseline allocations over the next 3-year period.
Undertaking an expenditure analysis (based on past expenditures);

Compiling of specifications;

Undertaking a commodity analysis (checking for alternatives);

Undertaking a market/industry analysis; and

Providing regular feedback to and from the role-players.

6) At the end of each financial year after budget has been approved for the next
financial year, the municipality will develop a Demand Management Plan
(Procurement Plan) for the coming financial year which will outline all procurement to
be done by the municipality in that financial year, with quarterly reviews.

PART 2: ACQUISITION MANAGEMENT

11. The System of Acquisition Management

The accounting officer must, in line with Regulation 11 of the MFMA establish through

(a)

(b)

(c)
(d)

(e)

operational procedures, an effective system of acquisition management in order to
ensure —

that goods and services are procured by the municipality in accordance with
authorized processes only;

that expenditure on goods and services is incurred in terms of an approved budget in
terms of section 15 of the Act;

that the threshold values for the different procurement processes are complied with;
that bid documentation, evaluation and adjudication criteria, and general conditions
of a contract, are in accordance with any applicable legislation; and

that any Treasury guidelines on acquisition management are properly taken into

account.
Version Municipality Document
CON/136/21 | Elundini Local Municipality Supply Chain Management Policy Page 24 of 93




(2) This supply chain management policy, except where provided otherwise in the policy,
does not apply in respect of the procurement of goods and services contemplated in
section 110(2) of the Act, including —

(a) water from the Department of Water Affairs or a public entity, another municipality
or a municipal entity; and

(b) electricity from Eskom or another public entity, another municipality or a municipal
entity.

(3) The following information must be made public wherever goods or services
contemplated in section 110(2) of the Act are procured other than through the supply
chain management system —

(a) disclose the description of goods or services; and
(b) disclose the name of the supplier.

It is the management of procurement by a municipality:

a) To decide on the manner in which the market will be approached;

b) To establish the total cost of ownership of a particular type of asset;

¢) To ensure that bid documentation is complete, including evaluation criteria;
d) To evaluate bids in accordance with published criteria; and

e) That proper contract documents are signed.

12. Range Of Procurement Processes

1) In line with Regulation 12 of the MFMA, the procurement of goods and services
through this policy is provided by way of —

a) Petty cash purchases, up to a transaction value from R300.00 (VAT included);

b) Petty cash purchases exceeding the amount of R200, up to the amount of R2000 (VAT
included) to be authorized by the CFO or his delegate

¢) Informal written or verbal quotations for procurements of a transaction value over R2001
up to R30 000 (VAT included);

d) Formal written or verbal quotations for procurements of a transaction value over
R30 001 up to R200 000 (VAT included), subject to clause 18(b) and;

e) acompetitive bidding process for—

(i) Procurements above a transaction value of R200 000 (VAT included); and
(ii) The procurement of long term contracts, i.e. longer than one year.
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2) The accounting officer may in writing -

(a) Lower, but not increase, the different threshold values specified in subsection (1); or,

(b) Direct that —

(i) Written or verbal quotations be obtained for any specific procurement of a
transaction value lower than R2 000;

(ii) Formal written price quotations be obtained for any specific procurement of a

transaction value lower than R10 000; or

(iii) a competitive bidding process be followed for any specific procurement of a
transaction value lower than R200 000.

3) Goods or services may not deliberately be split into parts or items of a lesser value
merely to avoid complying with the requirements of the policy. When determining
transaction values, a requirement for goods or services consisting of different parts or
items must as far as possible be treated and dealt with as a single transaction.

4) The municipality reserves a rights to appoint a Panel of Service Providers or Contractors
for a period not more than 36 Months and allocation of work must be done on a rotation
basis taking into account the final ranking and the performance of the service provider.

5) The range of procurement processes and delegations are contained in the following

table:-
STRUCTURE OF APPROVAL
GOODS/SERVICE VALUE PROCUREMENT METHOD MINIMUM APPROVAL AUTHORITY
RO- R300 00 Petty Cash Chief Financial Officer
RO —-R2 000 One Quote Chief Financial Officer
. Chief Financial Officer
R2 001 - R10 000 Fhree Quotations
. Chief Financial Officer
R10 001 - R30 000 Fhree Quotations
i i i i Chief Financial Officer
R30 001 — R100 000 7 Day Notice ahd Advertisement via Website
Three Quotations
This level of approval will be
R100 001 — R200 000 7 Day Notice ahd Advertisement via Website appllec! in terms of th.e Accounting
Three Quotations Dfficer’s delegation (See
Delegation Policy).
R200 001 — R2 Million Competitive Bidding Process Bid Adjudication Committee
R2 Million — R10 Million Competitive Bidding Process Bid Adjudication Committee
Above R10 Million Competitive Bidding Process Accounting Officer
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13. General Preconditions for Consideration of Written Price Quotations.

1) A written quotation, formal written quotation or tender may not be considered unless
the provider who submitted the quotation, formal written quotation or tender —

a) Has furnished: -

i.  full name or names including trading name;
ii. identification number or company or other registration number; and

iii.  tax reference number and VAT registration number, if any;

b) Has authorized Elundini LM to obtain a tax clearance certificate from SARS so that ELM
can confirm that the bidder’s tax matters are in order.

c) Has provided ELM with a “Certificate of Independent Bid Determination “on Form MBD 9
or a similar form.

d) has certified that he and, in the event of the bidder being a company, also any of its
directors, is not indebted to the ELMor to any other ELMor municipal entity for rates,
taxes and/or municipal service that have been in arrear for a period of more than three
months and that no dispute exists between such bidder and the relevant ELM or
municipal entity in respect of any such arrear amounts;

e) has submitted an MBD4 certifying —

i.  that he is not in the service of the stater has not been in the service of the statia
the previous twelve months;

ii. that, in the event of the bidder not being a natural person none of its directors,
managers, principal shareholders or stakeholders are in the service of the stateor
have been in the service of the stati@ the previous twelve months; or

iii.  that neither his spouse, child or parent nor a director, manager, shareholder or
stakeholder referred to in subparagraph (ii) is in the service of the stater has been in
the service of the stati the previous twelve months.

f) If it is a partnership, joint venture or consortium, has submitted an agreement in writing
recording the establishment of such partnership, joint venture or consortium, signed by
or on behalf of each of the parties thereto and providing inter alia

i.  full details of each of the parties thereto;
ii.  (ii) which of the parties thereto is the leader and will represent it for the purposes
of engagement with the ELM,;
iii.  for the joint and several liability of the parties thereto to the ELMfor the due
fulfilment of any contractconcluded with the ELMas a result of the bid;
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iv.  Registration on the Central Supplis Database
2) This paragraph must be read in conjunction with paragraph 21 of the Policy

14. List of Accredited Prospective Bidders.

1) The Accounting Officemust keep a list of accredited prospective providefsgoods and
services. The ELM must use an accredited supplier database that is aligned with the
National Treasury’s Central Supplier Database. The National Treasury’s standardised and
centralised electronic suppliers database (CSD) must be used for the procurement
requirements for written quotationsand formal written price quotations

(a) Accredited providers must —

i.  regularly update their Central Supplier Databageofiles and ensure that their
information is up to date at all times;

ii. advise the ELMwhen there is a change in status of the following documents:

a. Broad-based Black Economic Empowerment Certificate (BBBEE)/EMELetter/Sworn
Affidavit;

b. National Housing Board Registration Council (NHBRC) Certificate;

c. Construction Industry Development Board (CIDB) grade (CSR number is required).

(b) ELM Prospective suppliers must register on the Central Suppliers Databased thereafter
submit the following documents as may be required:

i.  BBBEE Certificate

ii.  NHBRC Certificate
iii.  CIDB CSR number (National Treasury Circular 81)
iv.  Certified copy of ID of signatory

(c) EIM prospective suppliers must submit the following to the Supply Chain Management
Office, as the case may be;

i BBBEE Certificate:

a) The name and physical location of the measured entity;
b) The registration number and, where applicable, the VAT number of the measured entity;

c) The date of issue and date of expiry;
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d) The certificate number for identification and reference;

e) The scorecard that was used (for example EME QSEor Generic);

f) The name and / or logo of the Verification Agency;

g) The SANA%ogo;

h) The signature of the authorised personfrom the Verification Agency concerned; and

e)
f)
g)

1)

The B-BBEBtatus Level of Contribution obtained by the measured entity.
EMELetter:

The Auditor/Accounting Officer’s letterhead with full contact details;

The Auditor/Accounting Officer’s practice numbers.

The name and the physical location of the measured entity;

The registration number and, where applicable, the VAT number of the measured
entity;

The date of issue and date of expiry;

The BBBEE Status Level of Contribution obtained by the measured entity; and
The total black shareholding and the total black female shareholding

Sworn affidavit

Signatory (Full name and Surname)

Identity number

Enterprise name

Trading name

Registration number

Enterprise name

BBBEE Status Level of contribution obtained by the measured entity
The total black shareholding and the total black female shareholding
Current financial year

Deponent signature

Date

Commissioner of Oaths signature and date stamp

m) Must be in the format prescribed by the Department of Trade & Industry.

2) The listing of any prospective provider whose name appears on the National Treasury’s
database as a personprohibited from doing business with the public sector must be
disallowed.

3) The aforesaid list must be updated at least quarterly to include any additional
prospective providers and any new commodities or types of services. Prospective

providers must be allowed to submit applications for listing at any time.

4) The aforesaid list must also be compiled per commodity and per type of service.
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15. Petty Cash Purchases.

1)

2)

3)

4)

5)

In line with Regulation 15 of the MFMA, the conditions for the procurement of goods by
means of petty cash purchases referred to in paragraph 19 (1) (a) of the Policy are that
minor items are purchased for up to R300.00 (Vat included) where it is impractical,
impossible or not cost effective to follow the official procurement process and is strictly
of a reimbursing nature.

A monthly reconciliation report from each senior manager must be provided to the Chief
Financial Officerincluding (a) the total amount of petty cash purchases for that month;
and (b) receipts and appropriate documents for each purchase.

The Chief Financial Officahall develop a Petty Cash Policy within which the terms and
conditions of managing Petty Cash transactions will be detailed, including delegations of
responsibilities. The petty cash policy must not be utilized for the following items and
under the following circumstances: -

(a) Items available on contract;

(b) Items available from other pre-established sources.
(c) Professional services.

(d) Catering services

The Accounting Officemay delegate responsibility for the management of petty cash to
an official directly or indirectly reporting to the Chief Financial Officer

The Accouning Officer, guided by the applicable Policy and applicable Regulatiays,
from time to time, determine the maximum amount of the permissible petty cash

expenditure per month.

16. Written Price Quotations.

1) Requirements may be procured by inviting formal written price quotations from at least
three different providers whose names appear on central supplier database;

2) Quotations may be obtained from providers who are not listed, provided that such
providers meet the listing criteria.
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3)

4)

5)

6)

7)

If it is not possible to obtain at least three quotations, the reasons must be recorded and
approved by the chief financial officer or an official designated by the chief financial
officer, and

The accounting officer must record the names of the potential providers and their
written quotations.

A designated official referred to in subsection (1)(c) must within three days of the end of
each month report to the chief financial officer on any approvals given during that month
by that official in terms of that subsection.

The regulation of the procurement of goods and services in this category will be assessed
and monitored by supply chain management to ensure alignment with the
empowerment goals

Elundini Municipality must apply the prescripts of the PPPFA for procurement in this
category. The Accounting Officer must take all reasonable steps to ensure that the
procurement of goods and services is not abused.

17. Formal Written Price Quotations.

1) The conditions for the procurement of goods or services through formal written price
guotations are as follows:
a) Quotations must be obtained in writing from at least three different providers whose
names appear on Central Supplier Database;
b) In the event of it not being possible to obtain quotations from at least three different
providers whose names appear on the list of accredited prospective providers of the
ELM quotations may be obtained from providers who are not so listed, provided that
such providers meet the listing criteria set out in paragraph 14 (1) of this policy and,
provided further, that the reasons for obtaining such quotations from the providers
concerned must be recorded on the invitation to submit quotations and be approved
by the Accounting Officer or delegated official
c) If it is not possible to obtain at least three quotations, the reasons must be recorded
and approved by the Chief Financial Officer.
2) A delegated official must within three days of the end of each month, report to the Chief
Financial Officer on any approvals given during that month.
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18. Procedures for Procuring Of Goods or Services through Written or Verbal Quotations
and Formal Written Price Quotations.

1) The procedure for the procurement of goods or services through written or quotations or
formal written price quotations as follows:

(@) When using the list of accredited prospective providers, the Accounting Officemust
promote on-going competition amongst providers by inviting providers to submit
guotations on a rotation basis;

(b) All requirements in excess of R30 000 (VAT included) that are to be procured by means of
formal written price quotationsnust be advertised for at least seven days on the website
of and on the official notice board of the ELM

(c) Offers received must be evaluated on a comparative basis taking into account
unconditional discounts;

(d) Offers below R30 000 (all taxes included) must be awarded based on compliance with
specifications, conditions of contract ability, capacity and capability to deliver the
required goods and/or services and lowest price; provided that the Accounting Officer
may direct, in appropriate cases, that the formula referred to in subparagraph (e) be used
to calculate points for price;

(e) Offers above R30 000 (All applicable taxesncluded) must be awarded based on
compliance with specifications, conditions of contract ability, capacity and capability to
deliver the required goods and/or services and lowest price provided that the Accounting
Officermay direct, in appropriate cases, that the following formula be used to calculate
points for price:

3, Pt- Pming
Ps=80%- — 9
C Pmin =+
Where
Ps = Points scored for comparative price of bid under consideration

Pt = Comparative price of bid under consideration

Pmin = Comparative price of lowest acceptable bid

(f) Prior to the award of a contractwith a price in excess of R10 000, the Delegted Official
must verify the status of recommended bidders (including their directors(s), owners(s) or
trusteqs) by checking the Data Base of Restricted Suppliers maintained by National
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Treasury in order to ensure that no recommended bidder or any of its
directors/owners/trustees are listed as companies or person prohibited from doing
business with the public sector;

(g) A call for quotations in terms of afore-going paragraphs must be in writing and contain a
specification for the goods and/or services to be procured as well as details of the
preference points system to be used in adjudicating quotations;

(h) The Delegated Officiamust, in writing, notify the Chief Financial Officevithin 10 days
after the end of each month of all written quotationsand formal written price quotations
accepted or approvals given in terms of the afore-going subparagraphs;

(i) The Chief Financial Officeanust ensure that adequate systems are in place to meet the
requirements for proper record keeping;

(j) Acceptable offers must be awarded to the bidder who scored the highest points in
accordance with the stipulated preference points system.

(k) Single source selection may be appropriate only if it presents a clear advantage over
competition:

i.  forservices that represent a natural continuation of previous work carried out by the
consultant, and continuity of downstream work is considered essential;

ii.  where rapid selection is essential;

iii.  for very small appointments;

iv.  when only one consultant is qualified, or has experience of exceptional worth for the
project.

v. The reasons for single-source selection must be fully motivated in a report and
approved by the Chief Financial Officerr an official delegated by the Chief Financial
Officerprior to conclusion of a contract,provided that the award is for an amount not
exceeding R200 000 including VAT. In cases where the estimated value of fees for a
single-source selection of a consultant exceeds R200 000 including VAT the
appointment must be approved by the Bid Adjudication Committee.

19. Competitive Bidding Process

1) Goods or services above a transaction value of R200 000 (VAT included) and long term
contracts may only be procured through a competitive bidding process, subject to section
18 (2) of this policy.

2) No requirement for goods or services above an estimated transaction value of R200 000
(VAT included), may deliberately be split into parts or items of lesser value merely for the
sake of procuring the goods or services otherwise than through a competitive bidding
process.
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3)

4)

The Accounting Officemay split unduly large quantities of work into smaller contracts
(units) to promote manageability and provide opportunities for emerging entrepreneurs.
This procedure may only be followed when technically, logistically and financially
feasible.

Where feasible to subcontract for a contract above R30 million, the Bid Specification
Committee must compel the main contractor to subcontract a minimum of 30% of the
value of the contract to -

a) an EME or QSE;

b) an EME or QSE which is at least 51% owned by Black people;

c) an EME or QSE which is at least 51% owned by Black people who are youth;
d) an EME or QSE which is at least 51% owned by Black people who are women;
e) an EME or QSE which is at least 51% owned by Black people with disabilities;

f) an EME or QSE which is 51% owned by Black people living in rural or underdeveloped
areas or townships;
g) a cooperative which is at least 51% owned by Black people;

h) an EME or QSE which is at least 51% owned by Black people who are Military
Veterans;

i) more than one of the categories referred to in paragraphs (a) to (h).

In order to promote the Social and Economic development by means of the following:

(a) Labour-intensive construction;

(b) Local Economic Development;

(c) Business opportunities for targeted sectors;

(d) Enterprise support and development programmes;

(e) Skills development opportunities to targeted labour; and

(f) Primary health care programmes for construction workers.

19.1. Special Categories of Bidders and Suppliers.

In order to promote B-BBEEand comply with applicable legislation including the Codes of
Good Practicghe Policyrecognizes the following special categories of bidders and suppliers:
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1)  Exempt Micro Enterprises (EME)

(a) An EME is any enterprise with an annual total revenue of R10 million or less.

(b) An EME is deemed to have a B-BBEE Status of “Level Four Contributor” and having a B-
BBEE recognition level of 100%.

(c) The enhanced B-BBEE recognition level for an EME will be assigned as follow:

(i) An EME that is 100% Black owned qualifies for elevation to “Level One Contributor”,
having a B-BBEE recognition level of 135%.

(ii) An EME that is at least 51% Black owned qualifies for elevation to “Level Two
Contributor”, having a B-BBEE recognition level of 125%.

(iii) An EME is allowed to be measured in terms of the QSE scorecard should it wish to
maximize its points and move to a higher B-BBEE recognition level.

(iv) An EME is only required to obtain a sworn affidavit, or a Companies and Intellectual
Property Commission (CIPC) issued certificate, on an annual basis, confirming the
following:

(i) annual total Revenue of R10 million or less; and
(ii) Level of Black ownership.

(d) Any misrepresentation in terms of this paragraph will constitute a criminal offence.

2) Qualifying Small Enterprises (QSE)

a) A QSE is an entity with an annual total revenue of between R10 million and R50
million.

b) A QSE must comply with all the elements of B-BBEE for the purposes of
measurement.

¢) Enhanced B-BBEE recognition level for QSE:

(i) A qualifying small enterprise that is 100% Black owned qualifies for a Level One B-
BBEE recognition.

(ii) A QSE that is at least 51% Black owned qualifies for Level Two B-BBEE recognition
level.
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d) A QSE is required only to obtain a sworn affidavit or Companies, or Intellectual
Property Commission (CIPC) issued certificate, on an annual basis, confirming the
following:

(i) Annual total revenue of R50 million or less; and
(ii) Level of Black ownership.

e) Enterprises claiming qualifying small enterprisestatus must include in any bid
submitted to the ELM, an original and valid B-BBEEstatus level certificate or a
certified copy thereof, substantiating their B-BBEErating. This certificate must be
issued by a verification agency accredited by SANASr a Registered Auditor approved
by the Independent Regulatory Board of Auditors.

f) Any misrepresentation in terms of this paragraph will constitute a criminal offence

3)  Start-up Enterprises

a) A Start-up Enterprises must be measured as Exempted Micro-Enterprises for the first
year following their formation or incorporation. This provision applies regardless of the
expected Total reveaueof the start-up enterprise.

b) A Start-up Enterprises is deemed to have a “B-BBEEStatus of Level as per EME in sub-
paragraph (1).

c) In order to qualify as a Start-up Enterprise, the enterprise must provide an independent
confirmation of its status as per sub-paragraph (1)(c)(iv).

d) Despite subparagraphs (a) and (b), Start-up Enterprises must submit a QSE Scorecard
when tendering for any contractor seeking any other business with a value higher than
R10 million but less than R50 million.

e) For contracts of R50 million or more, they must submit the generic scorecard. The
preparation of such scorecards must use annualised data.

f) The Accounting Officeshall reserve the right to require a Start-up Enterprise referred to
in subparagraph (d) to submit a verificaion certificate,issued by either a verification
agency approved by SANASor a Registered Auditor approved by the Independent
Regulatory Board of Auditors.

g) Any misrepresentation in terms of this paragraph will constitute a criminal offence.
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4)

Sub-contracting

5)

A person awarded a contract may enter into a subcontracting arrangement only with the
approval of the ELM.

A person awarded a contract in relation to a Designated Sector may not sub-contract in
such a manner that the local production and content of the overall value of the contract
is reduced to below the stipulated minimum threshold.

A person awarded a contract may not subcontract more than 25% of the value of the
contract to any other enterprise that does not have an equal or higher B-BBEEStatus
Level of Contributor that the person concerned, unless the contract is subcontracted to
an EMEthat has the capability and ability to execute the subcontract.

Procuring from Enterprises Based Within Elundini.

1)

As far possible, the accounting officer must create an environment that enable the
municipality to procure goods or services from service providers based at Elundini
without prejudicing the requirements and regulations of the Act.

20. Process for Competitive Bidding.

The accounting officer must establish procedures for a competitive bidding process for each
of the following stages:

a) Compilation of bidding documentation, as detailed in paragraph 21;

b) Public invitation of bids as detailed in paragraph 22;

c) ELM tenders must be advertised on e-Tender portal or Local Newspaper;

d) Site meetings or briefing sessions, as detailed in paragraph 23;

e) Handling of bids submitted in response to public invitation, as detailed in paragraph 23;

f) Evaluation of bids, as detailed in paragraph 28;

g) Award of contracts,as detailed in paragraph 29;

h) Administration of contracts- after the award of a bid, the Accounting Officesnd the
bidder must enter into a written agreement;

i) Proper record keeping;
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j) Original/legal copies of written contractsagreements should be kept in a secure place for
reference and audit purposes.

21. Bidding Documentation for Competitive Bids.

Bid documentation for a competitive bidding processaust, in addition to the requirements
of paragraph 14:-

1) Take into account the following —

(a) the general conditions of contractand any special conditions of contract,if specified;

(b) any Treasury guidelinesn bid documentation;

(c) the requirements of the Construction Industry Development Board, in the case of a bid
relating to construction works

(d) relevant B-BBERerification and certification requirements;

(e) relevant local contentor production requirements.

2) Include the preference points system to be used in adjudicating bids, namely 80/20 or
90/10 as prescribed in the Preferential Procurement Regulations

3) Indicate the period for which bids are to remain valid and binding;

4) The validity period is calculated from the bid closure date and bids shall remain in force
and binding until the end of the final day of that period;

5) The validity period may be extended by the Director: Supply Chain Management provided
that the original validity period has not expired and that all bidders are given an
opportunity to extend such period. Any such extension shall be given by the bidder in
writing.

6) Bidders who fail to respond to such a request before the validity of their bids expire, or
who decline such a request shall not be considered further in the evaluation process.

7) Compel bidders to submit a “Certificate of Independent Bid Determination” on form MBD
9 or similar document;

8) If the value of the transaction is expected to exceed R10 million (VAT included), require
bidders to furnish -

(i) if the bidder is required by law to prepare annual financial statements for auditing, his
audited annual financial statements:-

a) for the past three years; or
b) since establishment, if established during the past three years;
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(ii) a certificate signed by the bidder certifying that he has no undisputed commitments for
municipal services towards a ELM or other service provider in respect of which payment is
overdue for more than 30 days;

(iii) particulars of any contractsawarded to the bidder by an organ of state during the past five
years, including particulars of any material non-compliance or dispute concerning the
execution of such contracts

(iv) a statement indicating whether or not any portion of the goods or services required by the
ELMare expected to be sourced from outside the Republic and, if so, what portion and also
whether or not any portion of the payment to be made by the ELMis expected to be

transferred out of the Republic; and

a) Stipulate that disputes must be settled by means of mutual consultation, mediation (with
or without legal representation), or, when unsuccessful, in a South African court of law;

22. Public Invitation for Competitive Bids.

1) Any invitation to prospective providers to submit bids must be by means of a public
advertisement on National Treasury E-tender portal or newspapers commonly circulating
locally, the website of the municipality or any other appropriate ways (which may include
an advertisement in the Government Tender Bulletin ); and

a) theinformation contained in a public advertisement, must include —

(i) the closure date for the submission of bids, which may not be less than 30 days in the
case of transactions over R10 million (VAT included), or which are of a long term
nature, or 14 days in any other case, from the date on which the advertisement is
placed in a newspaper, subject to subsection (2) of this policy; and

(ii) a statement that bids may only be submitted on the bid documentation provided by
the municipality.

2) Closure date for the submission of bids which is less than the 30 or 14 days requirement,
but only if such shorter period can be justified on the grounds of urgency or emergency
or any exceptional case where it is impractical or impossible to follow the official
procurement process.

(i) Bids must be submitted in sealed envelopes and marked in a manner stipulated in an
invitation to bid.

(ii) Where bids are requested in electronic format, such bids must be supplemented by
sealed hard copies.

(iii) Each tender offer communicated shall be submitted as an original, plus a CD or Memory
Stick of the whole tender submission.
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(iv) Tender documents shall remain obtained on payment of an amount of R 250.00 per

3)

4)

5)
6)

7)

8)

9)

document which is not refundable and the onus is on the tenderer to ensure that when
submitting they provide both an original document and a CD or Memory Stick of the
whole tender submission. (Submission of a PDF copy of the completed bid tender
document together in a readable compact disk (CD) in pdf format, at the bidders own
cost

An advert is also placed on e-Tender Publication Portal, local newspaper and CIDB
website if its construction related (not less than 14 days) — unless due to the urgency the
Accounting Officer may approve a deviation.

Section 21B of the Municipal Systems Act, No. 32 of 2000 stipulates that every
Municipality should have it’s own website 21B (1)(a) where information relating to the
Municipality is placed for the public 21B (1)(b).

If the Municipality cannot afford to host such a website then they can use the website of
an organized local government organization 21B (2).

The Municipal Manager is to ensure that the information on this website remains current
and relevant 21B (3).

The conditions as contained in the quotation/bid documents enjoy precedence. All
providers must accept these conditions. However, it sometimes happens that providers
set their own conditions that might be in conflict with the quotation/bid conditions. Such
own conditions set by providers may be recommended for acceptance where it is in the
interest of the Elundini Municipality to do so and where the interests of other providers
are not prejudiced.

Where the providers’ own conditions are not in the best interest of the Elundini
Municipality, the provider must be requested to withdraw the conditions.

If providers are not prepared to withdraw unacceptable or conflicting conditions, reasons
why such conditions must be accepted must be submitted to the relevant award
structure for approval or alternatively the quotation/bid may be passed over.

10) If the municipality decides to apply pre-qualifying criteria to advance certain designated

groups, the municipality must advertise the tender with a specific tendering condition
that only one or more of the following tenderers may respond.

11) The municipality must, in the case of a designated sector, advertise the invitation to

tender with a specific condition that only locally produced goods or locally manufactured
goods, meeting the stipulated minimum threshold for local production and content, will
be considered.

12) Stipulate the preference point system applicable, if it is unclear which preference point

system will be applicable, that either the 80/20 or 90/10 preference point system will
apply and that the lowest acceptable tender will be used to determine the applicable
preference point system;
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13) Where the ELMinvites bids for construction workswith a value in excess of R30 000, it
must publish such invitations on the website of the Construction Industry Development
Board.

14) The ELMmust also comply with the applicable provisions of the Standard for Uniformity
in Construction Procurement contained in Board Notice No. 86 of 2010, issued by the
Construction Industry Development Board, insofar as such provisions relate to the
invitation of bids.

15) Bid documents shall be downloadable on our municipal website or E tender Portal at not
cost to the bidder. Where the municipality decides to sell tender document an approval
from the Accounting Officer is required.

23. Procedure for Handling, Opening and Recording of Bids.

1) All bids must be opened only in public; and must be opened at the same time and as soon
as possible after the period for the submission of bids has expired;

2) According to the GCC closing time means the latest date and hour specified in the bid
documents for the receipt of bids.

3) Bids of Elundini Municipality normally close at 12:00 noon on the day indicated in the bid
documents or as alternatively indicated in the documentation. The closing of bids must
be strictly observed

4) This policy confer on any bidder or member of the public the right to request that the
names of the bidders who submitted bids in time must be read out and, if practical, also
each bidder’s total bidding price; and

5) require the accounting officer :

(i) torecord in aregister all bids received in time;
(ii) to make the register available for public inspection; and
(iii) to publish the entries in the register and the bid results on the website.

6) Elundini Municipality must always maintain a fair and transparent process in closing,
receiving, opening and processing of bids and written price quotations.

7) No person may interfere or tamper with any bids, quotations, or contracts after their
submission.

8) No emailed, faxed electronically sent, posted and late tenders will be accepted
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9) A bid box is situated at the premises of Elundini Municipality main offices in Maclear and
is accessible 24 hours, 7 days a week.

10) A bid box must always be locked, unless bids are collected in order to prevent
unauthorised removal of bids. At least two delegated officials must be present during
opening of bids on the date and precise time of closing as specified.

11) At the precise closing time of the bid, the bid box is locked to prevent late submission of
bids into the box where after all bids in the box are removed for processing. Bids may be
opened only in public.

12) Bids must be date stamped to indicate the date and time of receipt of bids. A lockable
facility for the storing of bids must be available.

13) The original document shall be safeguarded/kept in the store room of the municipality
and the softcopy (CD/USB) of the document shall be kept separately in a lockable steel
locker/Safe under the custodian of the Chief Financial Officer.

14) After the closure of any advertised competitive bid, ELM must, further to information to
be published in terms of section 75 of the MFMA, publish on their websites and on
National Treasury e-Tender Portal the reference number of the bid, the description of
the goods, services or infrastructure project, names of all bidders, , contact numbers, the
Preference points claimed , Contract prices, contract details , where applicable, the local
content percentages of the goods offered in relation to that particular advertisement.

15) Copies of the tender opening register should be made available at municipal offices and
libraries.

16) The Municipality should endeavor to publish the aforementioned information on website
within ten (10) working days after closure of the award and it must remain on the

website of the Municipality or municipal entity for at least thirty (30) days

24. Negotiations with Preferred Bidders.

1) The Accounting Officemay negotiate the final terms of a contractwith bidders identified
through a competitive bidding procesas preferred bidders, provided that such
negotiation:-

a) does not allow any preferred bidder a second or unfair opportunity;

b) is not to the detriment of any other bidder; and

c) does not lead to a higher price than the bid as submitted;

d) will not be contrary to any legal requirement or amount to a prohibited practice.
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2) The Accounting Officesr Delegated Official may:

a) negotiate a market-related price with the tenderer scoring the highest points, or
cancel the tender;

3) Minutes of such negotiations must be kept for record and audit purposes.

25. Two Stage Bidding Process.

1) A two-stage bidding process is allowed for —

(a) large complex projects;

(b) projects where it may be undesirable to prepare complete detailed technical
specifications; or

(c) Long-term projects with a duration period exceeding three years.

2) In the first stage technical proposals on conceptual design or performance specifications
should be invited, subject to technical as well as commercial clarifications and
adjustments.

3) Inthe second stage final technical proposals and priced bids should be invited.

26. Committee System for Competitive Bids.

1) In line with Regulation 26 of the MFMA, the committee system for competitive bids must
consist of at least:

(a) A bid specification committee;
(b) A bid evaluation committee; and
(c) A Bid Adjudication Committee.

2) The Accounting Officemust,

(a) In writing, appoint the members of each committee, taking into account the provisions of
Section 117 of the Municipal Finance Management Aiet terms of which no Councillor
may be a member of any such Committee or attend any of its meetings as an observer.

(b) Ensure that appointed Bid Committee Members sign the Code of Conduct for Supply
Chain Management Practitioners and Other Role Players. Refer Annexure “A”.

(c) Ensure that the Bid Committee/s Chairperson compiles and submit Monthly Reports to
him/her.
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3)

4)
5)

6)

7)

A neutral or independent observer, appointed by the Accounting Officermay attend or
oversee a committee when this is appropriate for ensuring fairness and

Promoting transparency.

The committee system must be consistent with:-

(a) paragraphs 27, 28 and 29 of this policy; and

(b) Any other applicable legislation

The Accounting Officermust establish a committee system for formal written price
guotations

A majority of the members a Bid Committee must be present before the committee
concerned may consider any matters and the quorum must be (50+1)

27. Bid Specification Committee.

1)

2)

3)

4)

5)

6)

The Bid Specification Committee must consist of at least three members, of which one
must be an SCM official.

A Bid Specification Committee must be composed of an appointed Chairperson, Supply
Chain Management Practitioner, one or more officials of the ELM, preferably the
manager responsible for the function involved, and may, when appropriate, include
external specialist advisors.

A Bid Specification Committee must compile specifications for procurement of goods or
services by the ELMwhere it is possible, ensure that large projects are unbundled and
that 30% of the contract value is subcontracted to the designated group.

No persa, advisor or corporate entity involved with the Bid Specification Committee, or
director of such a corporate entity, may bid for any resulting contracts.

Where a bid specification is compiled with due regard to the findings and
recommendations contained in a prior, associated feasibility study, the person advisor or
corporate entity who or which prepared the said feasibility study is prohibited from
bidding for the resulting contracts in circumstances where such person advisor or
corporate entity may obtain an unfair advantage or where a conflict of interest may arise.
A personthat assisted in the drafting of a bid specification is prohibited from bidding for
the resulting contracts in circumstances where such person, advisor or corporate entity
may obtain an unfair advantage or where a conflict of interest may arise.
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7) A specification referred to in this paragraph must be approved by the Accounting Officer
or Delegated Officiah writing prior to the publication of the invitation for bids.

27.1. General Requirements.

1) Specifications —

(i) must be drafted in an unbiased manner to allow all potential suppliers to offer their
goods or services to the ELM

(ii) must take account of any accepted standards such as those issued by the South Africa
Bureau of Standards, the International Standards Organization or an authority accredited
or recognized by the South African National Accreditation System with which the
equipment or material or workmanship should comply;

(iii) must, where possible, be described in terms of performance required rather than in
terms of descriptive characteristics for design;

(iv) may not create trade barriers in contract requirements in the forms of specifications,
plans, drawings, designs, testing and test methods, packaging, marking or labelling of
conformity certification;

(v) may not make reference to any particular trade mark, name, patent, design, type, specific
origin or producer unless there is no other sufficiently precise or intelligible way of
describing the characteristics of the work, in which case such reference must be
accompanied by the word “equivalent”;

(vi) must indicate each specific goal for which points may be awarded in terms of the points
system set out in the Policy including:

(a) Evaluation criteria for measuring functionality;
(b) Weight of each criterion;

(c) Applicable value;

(d) Minimum qualifying score for functionality.

2) ELM may decide to apply pre-qualifying criteria to advance certain designated groups by
advertising the tender with a specific tendering condition that only one or more of the
following tenderers may respond —

(i) atenderer having a stipulated minimum B-BBEE status level of contributor;
(ii) an EME or QSE;
(iii) a tenderer subcontracting a minimum of 30% to —

(a) an EME or QSE which is at least 51% owned by Black people;
(b) an EME or QSE which is at least 51% owned by Black people who are youth;
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(c) an EME or QSE which is at least 51% owned by Black people who are women;

(vii)  an EME or QSE which is at least 51% owned by Black people with disabilities;

(vii)  an EME or QSE which is 51% owned by Black people living in rural or underdeveloped
areas or townships;

(viii)  a cooperative which is at least 51% owned by Black people;

(ix) an EME or QSE which is at least 51% owned by Black people who are Military Veterans;

3) A tender that fails to meet any pre-qualifying criteria stipulated in the tender documents
is not an acceptable tender.

4) Specifications must also provide, as a special condition of contract-

(i) Inthe application of the 80/20 preference point system,

(a) if all bids received exceed R50 000 000, the bid must be cancelled.

(b) if one or more of the acceptable bid(s) received are within the R50 000 000 threshold, all
bids received must be evaluated on the 80/20 preference point system.

(ii) In the application of the 90/10 preference point system,

(a) if all bids received are equal to or below R50 000 000, the bid must be cancelled.

(b) if one or more of the acceptable bid(s) received are above the R50 000 000 threshold, all

bids received must be evaluated on the 90/10 preference point system.

5) Specifications must be approved by the Accounting Officer or Delegated Official/s prior to
publication of the invitation for bids outlined in paragraph 22 of this Policy.

27.2. Samples.

(i) Where samples are called for in the bid documents, samples (marked with the bid and
item number as well as the bidder’'s name and address) shall be delivered separately to
the addressee mentioned in the bid documents.

(ii) Bids may not be included in parcels containing samples.

(iii) If samples are not submitted as required in the bid documents or within any further time
stipulated by the Chairperson of the Bid Evaluation Committee in writing, then the bid
concerned may be declared non-responsive.

(iv) Samples shall be supplied by a bidder at his/her own expense and risk. The ELM shall not
be obliged to pay for such samples or compensate for the loss thereof, unless otherwise
specified in the bid documents, and shall reserve the right not to return such samples and
to dispose of them at its own discretion.
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(v) If a bid is accepted for the supply of goods according to a sample submitted by the

bidder, that sample will become the contractsample.

(vi) All goods/materials supplied must comply in all respects to that contractsample.

27.3. Functionality

1)

2)
3)

4)

Where functionality is utilised as an evaluation criterion, the specifications must clearly
specify:

(i) the evaluation criteria for measuring functionality which criteria must be objective,
the weight of each criterion, the applicable values and the minimum qualifying score
for functionality.

(ii) The minimum qualifying score for functionality for a tender to be considered further-

(a) must be determined separately for each tender; and
(b) may not be so-

(i) low that it may jeopardise the quality of the required goods or services; or
(ii) high that it is unreasonably restrictive.

Points scored for functionality must be rounded off to the nearest two decimal places.
the fact that no tenderwill be regarded as an acceptable tenderif it fails to achieve the
minimum qualifying score for functionality, as indicated in the tender specification
concerned; and

that tenders that have achieved the minimum qualification score for functionality will be
evaluated further in terms of the preference point systems.

27.4. 80/20 Point System

1) Where applicable, specifications must include the following preference points evaluation
system for the acquisition of services, works or goods up to a Rand valuef R50 000 000
(All applicable taxemcluded):

a) the following formula will be used to calculate the points for price in respect of tenden
(including price quotations) with a Rand valuesqual to, or above R30 000 and up to a
Rand valuef R50 000 000 (All applicable taxemcluded):

3, Pt- Pming
Ps=80%- —— 0
C Pmin -+
Where
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Ps = Points scored for comparative price of bid under consideration
Pt = Comparative price of bid under consideration
Pmin = Comparative price of lowest acceptable bid

b) points must be awarded to a tenderer for attaining the B-BBEE status level of contributor
in accordance with the following tables:

B-BBEE Status Level of Contributor Number of points
(80/20 system)
1 20
2 18
3 16
4 12
5 8
6 6
7 4
8 2
Non- compliant contributor 0
OR

In respect of
EXEMPTED MICRO ENTERPRISES (EMEs) and START-UP ENTERPRISES (S-UEs)

Revenue Black Ownership of Deemed B-BBEE Status Number of Points
EME Level of Contributor
R10 million=< 100% 1 20
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>=51% \ 2 \ 18

NB An EME is allowed to be measured in terms of the QSE scorecard should
they wish to maximise points and move to a higher B-BBEE recognition
level.

OR
In respect of
QUALIFYING SMALL ENTERPRISES (QSE’S)

Revenue Black Ownership of Deemed B-BBEE Number of Points
EME Status Level of
Contributor
R10 million — R50 100% 1 20
million >=51% 2 18

c)
d)

f)
g)

(i)
(i)
h)

27

a maximum of 20 points may be allocated under subparagraph (ii);

the points scored by a tenderer in respect of B-BBEEcontribution contemplated in
subparagraph (ii) must be added to the points scored for price as calculated in
accordance with subparagraph (i);

The B-BBEKstatus level attained by a tenderer must be used to determine the number of
points contemplated in subparagraph (ii).

A tenderer must submit proof of its B-BBEE Status Level of Contributor.

A tenderer that fails to submit proof of B-BBEE Status Level of Contributor, may not be
disqualified, but-

may only score points out of 80 for price; and
score zero (0) points out of 20 for B-BBEE status.

The points scored must be rounded off to the nearest two decimal places.

The contract must be awarded to a tenderer scoring the highest points. However, if the price
offered by a tenderer scoring the highest points is not market related, the ELM may not
award the contract to that tenderer, in terms of paragraph 24(2).

.5.  90/10 Point System

1)

(a)

Where applicable, specifications must include the following preference points evaluation
system for the acquisition of services, works or goods with a Rand valuebove R50 000
000 (All applicable taxe#cluded):

the following formula will be used to calculate the points for price in respect of tendes
with a Rand valuabove R50 000 000 (All applicable taxescluded):

Version Municipality Document

CON/136/21 | Elundini Local Municipality Supply Chain Management Policy

Page 49 of 93




Pt — Pmin
P min

Ps =90 1—

Where

Ps = Points scored for comparative price of bid under consideration
Pt = Comparative price of bid under consideration

Pmin = Comparative price of lowest acceptable bid

(b) points must be awarded to a tenderer for attaining the B-BBEEt&tus Level of Contributor
in accordance with the following table:

B-BBEE Status Level of Contributor Number of points
(90/10 system)

1 10

2 9

3 6

4 5

5 4

6 3

7 2

8 1

Non- compliant contributor 0

Or

EXEMPTED MICRO ENTERPRISES (EMEs) and START-UP ENTERPRISES (S-UEs)

Revenue Black Ownership of Deemed B-BBEE Number of Points
EME Status Level of
Contributor
R10 million=< 100% 1 10
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>=51% 2 | 9
NB An EME is allowed to be measured in terms of the QSE scorecard should
they wish to maximise points and move to a higher B-BBEE recognition
level.
OR
In respect of
QUALIFYING SMALL ENTERPRISES (QSE’S)
Revenue Black Ownership of Deemed B-BBEE Number of Points
EME Status Level of
Contributor
R10 million — R50 100% 1 10
million >=51% 2 9

(c) A maximum of 10 points may be allocated under subparagraph (ii) above.

(d) The B-BBEEstatus level attained by a tenderer must be used to determine the number of
points contemplated in subparagraph (ii) above.

(e) The points scored by a tenderer in respect of the level of B-BBEEcontribution
contemplated in subparagraph (ii) must be added to the points scored for price as
calculated in accordance with subparagraph (i) above.

(f) A tenderer must submit proof of its B-BBEE Status Level of Contributor.

(g) A tenderer that fails to submit proof of B-BBEE Status Level of Contributor, may not be
disqualified, but-

(i) may only score points out of 90 for price; and
(ii) score zero (0) points out of 10 for B-BBEE status.

(h) The points scored must be rounded off to the nearest two decimal places.

(i) If the price offered by a tenderer scoring the highest points is not market related, the
ELMmay not award the contract to that tenderer.

(j) The contract must be awarded to a tenderer scoring the highest points. However, if the
price offered by a tenderer scoring the highest points is not market related, the ELMmay
not award the contract to that tenderer in terms of paragraph 24(2).

2) A trust, consortium or joint venturevill qualify for points for its B-BBEEstatus level as a
legal entity, provided it submits its B-BBEEStatus Level Verification Certificate with its
tender.

3) A trust, consortium or joint venturevill qualify for points for its B-BBEEtatus level as an
unincorporated entity, provided that it submits its consolidated B-BBEEscorecard as if it
were a group structure and, provided further, that such a consolidated B-BBEEscorecard
is prepared for every separate tender.
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4) In terms of section 7 of the Preferential Procurement Regulatigress contract may be
awarded to a tenderer that did not score the highest total number of points, only in
accordance with section 2 (1) (f) of the Preferential Procurement Policy Framework Act
No. 5 of 2000.

5) In the application of section 2(1)(f) of the aforesaid Act, the Accountig Officer may
explicitly determine in any bid specification that a tenderer shall be required to attain a
specific goal or goals other than and excluding the goals of contracting with historically
disadvantaged person and implementing Reconstruction and Development Programmes
in order to qualify for the award of a contract

27.6. Miscellaneous Special Conditions of Contracts

A bid specification must, inter alig include the following conditions as Special Conditions of
Contract:

1) General

(a) Only a tenderer who has completed and signed the declaration part of the tender
documentation may be considered;

(b) When comparative pricesnust be calculated, any discounts which have been offered
unconditionally will be taken into account;

(c) A discount which has been offered conditionally will, despite not being taken into
account for evaluation purposes, be implemented when payment to a tenderer in respect
of an accepted tenderis effected;

(d) Points scored will be rounded off to the nearest 2 decimal places.

(e) In the event that two or more tendes score equal total points, the successful

(f) tenderwill be the one scoring the highest number of preference points for BBBEE
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(g) When functionality is part of the evaluation process and two or more tenders have
scored equal points including equal preference points for B-BBEEthe successful tender
will be the one scoring the highest score for functionality.

(h) Should two or more tenders be equal in all respects; the award shall be decided by the
drawing of lots.

27.7. Declarations

A tenderer must —

(a) declare that the information provided in a tenderdocument is true and correct;
(b) declare that the signatory to a tenderdocument is duly authorised; and
(c) undertake to submit documentary proof regarding any tendering issue when required to

the satisfaction of the ELM

27.8. Remedies

1) Upon detecting that a tenderer submitted false information regarding its B-BBEE Status
Level of Contributor, local production and content, or any other matter required in terms
of the Regulations which will affect or has affected the evaluation of a tender, or where a
tenderer has failed to declare any subcontracting arrangements, the Accounting Officer
or delegated officiamust-

(a) inform the tenderer accordingly;
(b) give the tenderer an opportunity to make representations within 14 days as to why-

(i) the tender submitted should not be disqualified, or

(ii) if the tender has already been awarded to the tenderer, the contract should not be
terminated in whole or in part;

(iii) if the successful tenderer subcontracted a portion of the tender to another person
without disclosing it, the tenderer should not be penalised up to 10 percent of the value
of the contract; and

(iv) the tenderer should not be restricted by the National Treasury from conducting any
business for a period not exceeding 10 years with any organ of state.
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2) In addition to the action contemplated in paragraph 38 of this policy which shall be read
in conjunction with this subparagraph:

(a) The ELMwill, upon detecting that the B-BBEEStatus Level of Contribution has been
claimed or obtained by a tenderer on a fraudulent basis or any of the conditions of a
contractawarded to such tenderer or contractorhave not been fulfilled, act against such
tenderer or personawarded the ensuing contract.

(b) The ELM may, in addition to any other remedy it may have against the person
contemplated in subparagraph (i) above-

(i) disqualify the personconcerned from the bidding process;

(ii) recover all costs, losses or damages it has incurred or suffered as a result of that
person's conduct;

(iii) cancel the relevant contractand claim any damages which it has suffered as a result
of having to make less favourable arrangements due to such cancellation.

(c) The ELMmay restrict a tenderer or contractor,its shareholders and directors, or only the
shareholders and directors, as the case may be, who acted on a fraudulent basis in
connection with a tender, from obtaining business from the ELM for a period not
exceeding 10 years, provided that, before exercising this right, the ELMshall give the
persor or parties concerned an opportunity to make representations and be heard in
defence of such contemplated action; and

(d) The ELMmay refer any fraudulent action on the part of a tenderer or contractoror any
party aforesaid to the South African Police Services with a view to criminal prosecution.

(e) The ELMmay penalise a successful tenderer who subcontracted a portion of the tender
to another person, contrary to this policy, up to 10% of the value of the contract.

(f) he ELMmust-

(i) inform the National Treasury, in writing, of any actions taken in terms of subparagraph 1;

(ii) provide written submissions as to whether the tenderer should be restricted from
conducting business with any organ of state; and
(iii) submit written representations from the tenderer as to why that tenderer should not be

restricted from conducting business with any organ of state.

(g) The National Treasury may request the ELM to submit further information pertaining to
subparagraph (1) within a specified period.

(h) The National Treasury must:-

(a) after considering the representations of the tenderer and any other relevant information,
decide whether to restrict the tenderer from doing business with any organ of state for a
period not exceeding 10 years; and maintain and publish on its official website a list of
restricted suppliers.
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28. Bid Evaluation Committee

(a)
(b)

The Bid Evaluation Committee must evaluate all bids received within the quotation
threshold where the requirement is technically complex and/or there are risks involved
that warrant this process.

Evaluation must be done in accordance with the specification for a specific procurement
and with the evaluation criteria specified. The Bid Evaluation Committee must:

evaluate bids in accordance with —

the specifications for a specific procurement; and
the points system set out in terms of the Preferential Procurement Policy Framework Act,
2000;

(i) evaluate each bidder’s ability to execute the contract;

(ii) check in respect of the recommended bidder whether municipal rates and taxes and
municipal service charges are not in arrears for more than three (3) months;

(iii) submit to the adjudication committee a report and recommendations regarding the
award of the bid or any other related matter.

The Accounting Officer or delegate must establish and appoint a Standing Bid Evaluation
Committee. The accounting officer may change the committee members from time to
time.

Should a member declare a conflict of interest at any stage, the member may not be part
of the Bid Evaluation Committee and must be replaced by a member of suitable
expertise.

An official may not be a member of the Bid Evaluation Committee and the Adjudication
Committee/award structure for the same bid

The compliance officer may attend the meeting to assist the SCM Unit to ensure
compliance with process and policy and procedure.

The Bid Evaluation Committee must submit a report and recommendations regarding the
award of the bid or any other related matter to the Bid Adjudication Committee for
consideration and/or approval after legal comment was given on the evaluation report
and included in the information to be presented to the Bid Adjudication Committee.
Members of the Bid Evaluation Committee may present their reports to the Bid
Adjudication Committee to clarify uncertainties. Such members shall not have any voting
power on the Bid Adjudication Committee.

28.1. Composition of a Bid Evaluation Committee

a)

A Bid Evaluation Committee must consist of at least four members of which one must be
an accredited senior manager. The Bid Evaluation Committee must comprise of at least
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one supply chain practitioner, a financial analyst and officials from the groups requiring
the goods/services consisting of the department manager and an end user.

b) Members from bid specification committee may also form part of the bid evaluation
committee

c) If considered necessary, additional persons with suitable expertise from other
groups/institutions with voting rights. If considered necessary, additional technical
experts with voting rights.

d) The SCM Unit must fulfill the professional secretariat function. A Bid Evaluation
Committee must as far as possible be composed of:

Officials from departments requiring the goods or services;
At least one SCM practitioner of the Municipality;

e) The Accounting Officer must always ensure that sufficient technical expertise, financial
expertise as well as supply chain expertise is represented on the Bid Evaluation
Committee.

f) The Accounting Officer or delegate must appoint one of the members of the Bid
Evaluation Committee as the chairperson of the Committee. The chairperson must be a
senior official.

g) The composition of the bid evaluation committee may change to accommodate different
scenarios;

28.2. Evaluation of Bids.

A Bid Evaluation Committee must:-

(a) evaluate bids in accordance with the relevant bid specification, inclusive of unconditional
discounts, all applicable taxes, sub-contracting and this policy; and

(b) check in respect of the recommended bidder whether municipal rates and taxes and
municipal service charges are not in arrears, and

(c) in the event that it is determined that none of the bidders responding to a particular
invitation to tender have submitted acceptable tendes, the matter must be referred to
the Bid Adjudication Committee for cancellation.

(d) evaluate each bidder’s ability to execute the contract provided that, where bids are
invited on the basis of functionality as a criterion, they must be evaluated on the
following two (2) stages: -

1) First stage - evaluation of functionality
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(a) bids must be evaluated in terms of the evaluation criteria embodied in the bid
specification. The amendment of evaluation criteria, weights, applicable values and/or
the minimum qualifying score for functionality after the closure of bids is not allowed as
this may jeopardize the fairness of the process;

(b) a bid will be considered further if it achieves the prescribed minimum qualifying score for
functionality;

(c) bids that fail to achieve the minimum qualifying score for functionality must be
disqualified;

(d) score sheets should be prepared and provided to panel members to evaluate the bids;

~

(e) a score sheet should contain all the criteria and the weight for each criterion as well as
the values to be applied for evaluation as indicated in the bid specification;

(f) each panel member should, after thorough evaluation, independently award his own
value to each individual criterion;

(g) score sheets should be signed by panel members and if necessary, a written motivation
may be requested from panel members where vast discrepancies in the values awarded
for each criterion exist -

(h) provided that if the minimum qualifying score for functionality is indicated as a

~

percentage in the bid specification, the percentage scored for functionality may be
calculated as follows:-

the value awarded for each criterion should be multiplied by the weight for the relevant
criterion to obtain the score for the various criteria;

the scores for each criterion should be added to obtain the total score; and

the following formula should be used to convert the total score to percentage for

functionality:-

Ps = 570 X 100
Ms

Where:-

Ps = percentage scored for functionalityby bid under consideration
So = total score of bid under consideration
Ms = maximum possible score
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h) the percentage of each panel member should be added and divided by the number of
panel members to establish the average percentage obtained by each bidder for
functionality.

2) Second stage — evaluate in terms of the 80/20 or the 90/20 Point System

Only bids that achieve the minimum qualifying score/percentage for functionality must be
evaluated further in accordance with the bid specification.

2.1. Evaluate in Terms of the Stipulated Minimum Threshold.

(a) bids must be evaluated in terms of the evaluation criteria stipulated in the bid
specification. The amendment of the stipulated minimum thresholébr local production
and content after the closure of bids is not allowed as this may jeopardize the fairness of
the process;

(b) a bid must be disqualified if:

(i) the bidder fails to achieve the stipulated minimum threshold for local production and
content; and

(ii) the Declaration Certificate for Local content (Form MBD 6.2) is not submitted as part of
the bid;

(c) calculate the local content(LC) as a percentage of the bid price in accordance with the
SABS approved technical specification number SATS 1286: 201x;

(d) verify the accuracy of the rates of exchange quoted by the bidder in paragraph 4.1 of the
Declaration Certificate for Local content (Form MBD 6.2)

(e) only bids that achieve the minimum stipulated threshold for local production and content
must be evaluated further in accordance with the relevant preference point system
referred to in the bid specification.

(f) where appropriate, prices may be negotiated only with short listed or preferred bidders.

Such negotiations must, however, not prejudice any other bidders.

28.3. Disqualification and Exclusion of Bidders.

1) Disqualify and exclude from further evaluation and adjudication, all tendes which are not
acceptable as defined, in particular and without derogating from the generality of the

following: -
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(i) Tendes that do not include the information or documents prescribed as mandatory

(i) Tendes that do not include the certificate as prescribed by clause 13(1)(e) hereof, or in
regard to which the tenderer or any of its directors are in fact indebted to the ELMfor
rates, taxes and/or municipal services that are in arrears (and where it is contended that
arrangements have been made with the ELM written proof thereof is not supplied).

(iii) Tendes submitted by a tenderer that failed during the five years preceding the closing
date for the submission of tendes to perform satisfactorily on any contractwith the ELM
or any other organ of state in respect of which the bidder has been given written notice
his/its performance was unsatisfactory.

(iv) Tendes submitted by a tenderer who or which is listed on the National Treasury’s
Register for Tender Defaulters in terms of the Prevention and Combating of Corrupt
Activities Act No. 12 of 2004 or who or which is included on the List of Restricted
Suppliers and is accordingly prohibited from doing business with organs of state.

(v) Tendes submitted by a partnership/joint venture/consortium which do not include the
agreement prescribed in clause 13(1)(f) hereof.

(vi) Tendes in which information has been inserted by means of pencil or in which deletions
have been affected by the use of tippex or similar product or which contain alterations or
amendments which have not been signed in full and dated by the tenderer or its
authorised signatory.

2) verify the status of recommended bidders (including their directors(s), owners(s) or
trusteqs)) by checking the Data Base of Restricted Suppliers maintained by National
Treasury in order to ensure that no recommended bidder or any of its
directors/owners/trustees are listed as companies or person prohibited from doing
business with the public sector.

3) submit to the Bid Adjudication Committee a report and recommendations regarding the
award of the bid or any other related matter provided that:-

(i) a contractmust be awarded to the bidder who scored the highest total number of points
in terms of the preference points systems referred to in clause 27(9)(a)(iii) and 27(10)
(a)(iii) as may be applicable; and

(ii) in exceptional circumstances and as provided in clause 27(13) of this policy, a contract
may be awarded to a bidder that did not score the highest number of points provided
that the reasons for such a recommendation are recorded for audit purposes and be
defendable in a court of law.

4) Material misrepresentation of facts and or falsification of documents
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29. Bid Adjudication Committee

1) A Bid Adjudication Committee must consist of at least four senior managers of the ELM
and must include —

(i) the Chief Financial Officesr, if the Chief Financial Officeis not available, another
manager in the Budget and Treasury Office reporting directly to the Chief Financial
Officerand delegated by the Chief Financial Officeand

(ii) at least one senior Supply Chain Management practitioner who is an official of the ELM
and

(iii) a technical expert in the relevant field who is an official of the ELMif the institution has
such an expert.

2) The Accounting Officemust appoint the chairperson of the committee who shall preferably
be the Chief Financial Officesr a senior manager. If the chairperson is absent from a
meeting, the members of the committee who are present must elect one of them to preside
at the meeting, and such election must be recorded in the minutes of the meeting
concerned.

3) Only with the consent of the Accounting Officeand upon request by the bid adjudication
committee, a member of a bid specification, bid evaluation committee and/or an advisor or
personassisting these committees may be a member of a bid adjudication committee for the
purpose of providing clarity and an explanation of difficult technical aspects relating to the
bid being adjudicated.

4) A Bid Adjudication Committee must —

(a)

consider the report and recommendations of the Bid Evaluation Committee
submitted in terms of paragraph 28; and

(b) either —

(i)
(i)

(c)

(i)
(i)

depending on its delegations, make a final awardor a recommendation to the Accounting
Officer to make the final award or

make another recommendation to the Accounting Officepbn how to proceed with the
relevant procurement.

Ensure that:-

all necessary bid documents have been submitted;

disqualifications are justified and that valid and accountable reasons/motivations
were furnished for passing over of bids;

(iii) Scoring has been fair, consistent and correctly calculated and applied; and

(iv) Bidders declarations of interest have been taken cognizance of.
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5)

6)

7)

8)

(a)

If the Bid Adjudication Committee decides to award a bid other than the one recommended
by the bid evaluation committee, the bid adjudication committee must prior to awarding the
bid —

(a) check in respect of the preferred bidder whether that bidder’s municipal rates and taxes
and municipal service charges are not in arrears; and

(b) notify the Accounting Officer

The Bid Adjudication Committee must also consider and rule on all recommendations/reports

regarding the amendment, variation, extension, cancellation or transfer of contracts

awarded.

The Bid Adjudication Committee may also, if and when required to do so, consider for

approval the recommendations of the Bid Specification Committee in order to ensure the

following:

(a) A proper and unbiased specification is compiled for the specific requirement.
(b) Proper and clear Terms of Reference are drawn up for the service required.

(c) The scope of the requirement and the ratio between price and functionality are
indicated.

(d) The evaluation criteria as well as their weights and values are stated.

(e) Strategic sourcing principles were applied and that the market was properly
researched and analysed.

(f) The necessary funds are available.

(g) A proper and unbiased specification is compiled for the specific requirement.
(h) Proper and clear Terms of Reference are drawn up for the service required.

(i) The scope of the requirement and the ratio between price and functionality are
indicated.

(j) The evaluation criteria as well as their weights and values are stated.

(k) Strategic sourcing principles were applied and that the market was properly
researched and analysed.

(I) The necessary funds are available.
The Accounting Officemay —

after due consideration of the reasons for the deviation, ratify or reject the decision of
the Bid Adjudication Committee referred to in subparagraph 5(a); and
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(b) if the decision of the Bid Adjudication Committee is rejected, refer the decision of the
Adjudication Committee back to that committee for reconsideration.

9) The Accounting Officemay, at any stage of a bidding process, refer any recommendation
made by the Evaluation Committee or the Adjudication Committee back to that
committee for reconsideration of the recommendation.

10)If a tenderother than the one recommended in the normal course of implementing this
Policy is approved, the Accounting Officemust, in writing and within 10 working days,
notify the Auditor-General and the National and Provincial Treasuries of the reasons for
deviating from such recommendation.

11)Subparagraph 8 does not apply if a different tenderwas approved in order to rectify an
irregularity.

12)The Bid Adjudication Committee may recommend to the Accounting Officeprior to the
award of a tender, by notice in the media in which the original tender was advertised,
cancel such tenderin the following circumstances:

(a) If, due to changed circumstances, there is no longer a need for the services, works or
goods requested;

(b) If funds are no longer available to cover the total envisaged expenditure;

(c) If no acceptable bids are received;

(d) In the event that, in the application of the 80/20 preference point system as
stipulated in the bid documents, all bids received exceed the estimated Rand valuef
R50 000 000;

(e) In the event that, in the application on the 90/10 preference point system as
stipulated in the bid documents, all bids received are equal to, or below R50 000 000;

(f) If the process is deemed to be flawed;

(g) If there is a material irregularity in the tender process.

13)The Accounting Officemust re-invite tendess cancelled in terms of paragraphs 27(9) and
27(10) and must, in the new tender documents, stipulate the correct preference point
system to be applied.

14)The decision to cancel a tender invitation must be published in the same manner in which
the original tender invitation was advertised.

15) The ELMmay only with the prior approval of National Treasury cancel a tenderinvitation

for the second time.
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30. Procurement of Banking Services

1) A contract for the provision of banking services to the municipality:

(a) must be procured through competitive bids;
(b) must be consistent with section 7 or 85 of the Act; and
(c) may not be for a period of more than five years at a time.

2) The process for procuring a contract for banking services must commence at least nine
months before the end of an existing contract.

3) The closure date for the submission of bids may not be less than 60 days from the date
on which the advertisement is placed in a newspaper in terms of section 29(1). Bids must
be restricted to banks registered in terms of the Banks Act, 1990 (Act No. 94 of 1990).

31. Procurement of IT Goods or Services

1) The accounting officer may request the State Information Technology Agency (SITA)
to assist with the acquisition of IT related goods or services through a competitive
bidding process.

2) Both parties must enter into a written agreement to regulate the services rendered
by, and the payments to be made to, SITA.

3) The accounting officer must notify SITA together with a motivation of the IT needs if —

(a) the transaction value of IT related goods or services required in any financial
year will exceed R50 million (VAT included); or

(b) the transaction value of a contract to be procured whether for one or more
years exceeds R50 million (VAT included).

4) If SITA comments on the submission and the municipality disagrees with such
comments, the comments and the reasons for rejecting or not following such
comments must be submitted to the council, the National Treasury, the provincial
treasury and the Auditor General.

5) AIllICT related procurements must be approved by the ICT Steering Committee before
following the Supply Chain Management process.
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32. Procurement of Catering and Transport Services

1) Catering services shall be procured in line with catering policy as attached to this policy
( “Annexure c” ).

33. Procurement of Goods or Services under Contracts Secured by other Organs of State

1) The accounting officer may procure goods or services under a contract secured by
another organ of state, but only if —

(a) the contract has been secured by that other organ of state by means of a
competitive bidding process applicable to that organ of state;
(b) there is no reason to believe that such contract was not validly procured;

(c) there are demonstrable discounts or benefits to do so; and
(d) that other organ of state and the provider have consented to such procurement in
writing.

2) Subsections (1)(c) and (d) do not apply if:-

(a) the municipality procures goods or services through a contract secured by a municipal
entity of which it is the parent municipality.

34. Participation in Transversal Contracts Facilitated by Treasury

1) In line with Regulation 16A6.5 of the MFMA, the accounting officer or accounting
authority of ELM may opt to participate in transversal term contracts facilitated by the
relevant treasury.

2) Should the accounting officer or accounting authority opt to participate in a transversal
contract facilitated by the relevant treasury, the accounting officer or accounting
authority may: -

a) not solicit bids for the same or similar product or service during the tenure of the
transversal term contract.

b) Participate in such contracts in line with prescribed procedures to participate in
transversal contracts.

35. Procurement of Goods Necessitating Special Safety Requirements

1) The acquisition and storage of goods in bulk (other than water) which necessitate special

safety arrangements, including gases and fuel, should be avoided where ever possible.
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2) Where the storage of goods in bulk is justified, such justification must be based on sound

reasons, including the total cost of ownership, cost advantages and environmental

impact and must be approved by the accounting officer.

36. Proudly South African

1) In supporting the Proudly South African Campaign, the Accounting Officemay include in any

invitation to bid a specific bidding condition that only locally produced goods, services or

works or locally manufactured goods with a stipulated minimum thresholdfor local

production and content will be considered, on condition that such prescript and threshold(s)

are in accordance with the specific directives issued for this purpose by the Department of

Trade and Industry in consultation with National Treasury and, in such event, the

requirements stipulated in subparagraph 2.2 shall be inserted in the tender specification.

The accounting officer must determine internal operating procedures supporting the

Proudly SA Campaign to the extent that preference is given, in the following order, to

procuring local goods and services from suppliers and businesses located:

(a) within the jurisdiction of the ELM;
(b) within the Eastern Cape Province;
(c) within the RSA.

2) Local Production

(a) Where, in the case of tendes in Designated Secterlocal production and content is of

critical importance, the tender specification must clearly state, as a condition of tender,

that only locally produced goods, services or works or locally manufactured goods, with a

stipulated minimum thresholtbr local production and content, will be considered.

(b) The tender specification must also stipulate:

(i) that the exchange rate to be used for the calculation of local contentor local
production will be the exchange rate published by the South African Reserve Bank at
12:00 on the date, one week (7 calendar days) prior to the closing date of the invited

bid;

Version

Municipality

Document

CON/136/21 | Elundini Local Municipality

Supply Chain Management Policy

Page 65 of 93




(ii) that only the South African Bureau of Standards (SABS) approved Technical
Specification Number SATS 1286:201x will be used to calculate local contentin

accordance with the following formula:

LC = S S X 100
Y

Where

X =

imported component

y= bid price excluding VAT

and that the prices referred to in the determination of x must be converted to Rand (ZAR) by

using the exchange rate published by the South African Reserve Bank at 12:00 on the date,

one week (7 calendar days) prior to the closing date of the bid;

3)

4)

5)

(iii) that the Form MBD 6.2 (Declaration Certificate for Local Contentduly completed and
signed, must form part of the bid documentation;

(iv) that the ELMreserves the right to verify the accuracy of the rates of exchange quoted
by the bidder in paragraph 4.1 of the aforesaid Certificate.

Where necessary, bid specifications for tenders referred to in subparagraph 5.1 may state
that a two-stage tendering process will be followed, where the first stage will involve
functionality and minimum threshold for local production and content and the second
stage price and B-BBEEwith the possibility of price negotiations only with the short-
listed tenderers, with a view to effecting cost savings in circumstances where the
tendered prices are obviously inflated or to ensure the award of the tender concerned
within budgetary constraints, provided that where such negotiations take place, the
principles contained in paragraph 25.1 of the Policyshall be applied.

Any tender specification issued in terms of this subparagraph must be capable of being
measured and audited.

A tender that fails to meet the minimum stipulated threshold for local production and
content is an unacceptable tender.

37. Procurement of Consultants
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1) The Accounting Officeimay procure consulting services, provided that any Treasury
guidelinesor CIDB guideline, where applicable, in respect of consulting services are taken
into account when such procurements are made.

2) Consultancy services must be procured through competitive bidsf —

(a) the value of the contractexceeds R200 000 (VAT included); or
(b) the duration period of the contractexceeds one year.

3) When appointing consultants, the Accounting Officemust:

(a) only contract with consultants after a gap analysis report has confirmed that the ELM
does not have the requisite skills or resources in its permanent employment to perform
the services required;

(b) ensure that evidence of acute planning of the project is visible to all relevant persons,
including the administration and political oversight mechanisms in place in the ELM

(c) ensure that consultants, including construction and infrastructure related services, are
remunerated at the rates equal to or below those:

(i) determined in the “Guidelines on fees for audits done on behalf of the Auditor-General
South Africa”, issued by the South African Institute of Chartered Accountants (SAICA);

(ii) set out in the “Guide on Hourly Fee Rates for Consultants”, by the Department of Public
Service and Administration (DPSA); or

(iii) prescribed by the body regulating the profession of the consultant;

(d) ensure that an exacting “specification” of the work to be accomplished accompanies the
tender and is used as a monitoring tool, are appropriately recorded and monitored;

(e) ensure that contracts for consultants include retention and penalty clauses for poor
performance and in this regard, the Accounting Officers must invoke such clauses, where
deemed necessary;

(f) appoint consultants on a time and cost basis with specific start and end dates;

(g) ensure that travel and subsistence costs for the appointment of consultants are in
accordance with the travel policy of government and that the contract price specifies all
travel and subsistence costs;

4) 1t is mandatory that Accounting Officerer Delegated Officialgonclude on the best
“value for money”, i.e. matching fees against quality and benchmarked practices.

5) All engagements of consultants must be undertaken in accordance with the SCM
Regulationsaind the ELMs SCM policy.

6) In addition to any requirements prescribed by this Policy for competitive bidsbidders
must furnish particulars of —
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(a) all consultancy services provided to an organ of state in the last five years; and
(b) any similar consultancy services provided to an organ of state in the last five years.

7) The Accounting Officemay establish a database of pre-qualified consultants in various
fields as may be determined in an SCM procedure manual.

8) The Accounting Officemust ensure that copyright on any document produced, and the
patent rights or ownership in any plant, machinery, thing, system or process designed or
devised by a consultant in the course of the consultancy service, is vested in the ELM

38. Deviation From, and Ratification of Minor Breaches of Procurement Processes

1) The Accounting officer of Elundini Municipality may —

(a) dispense with the official procurement processes established by this policy and to
procure any required goods or services through any convenient process, which
may include direct negotiations, but only —

(i) inanemergency;

(ii) if such goods or services are produced or available from a single provider
only;

(iii) for the acquisition of special works of art or historical objects where
specifications are difficult to compile;

(iv) acquisition of animals for zoos, nature reserves or game reserves; or

(v) in any other exceptional case where it is impractical or impossible to
follow the official procurement processes; and

(b) ratify any minor breaches of the procurement processes by an official or
committee acting in terms of delegated powers or duties which are purely of a
technical nature.

2) The accounting officer must record the reasons for any deviations in terms of subsections
63 (1) (a) and (b) of this policy and report them to the next meeting of the council and
include as a note to the annual financial statements.

3) Subsection (2) does not apply to the procurement of goods and services contemplated in
section 22(2) of this policy.
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39. Unsolicited Bids

1)

2)

An unsolicited bid is a bid that is submitted by a prospective supplier to the ELMwithout
any procurement requirement first having been identified and advertised. This situation
arises when a supplier identifies an opportunity to render services or supply products not
ordinarily required by the ELM.

In accordance with Section 113 of the Municipal Finance Management Aghere is no
obligation on the ELMto consider unsolicited bids received outside the normal bidding
processes.

3) The Accounting Officemay decide in terms of Section 113(2) of the Municipal Finance

4)

Management Acto consider an unsolicited bid, but only if —

(a) the product or service offered in terms of the bid is a demonstrably or proven unique
innovative concept;

(b) the product or service will be exceptionally beneficial to the ELMor have exceptional
cost advantages;

(c) the personwho made the bid is the sole provider of the product or service concerned;
and

(d) the reasons for not going through the normal bidding processes are found to be
sound by the Accounting Officer

If the Accounting Officetecides to consider an unsolicited bid that complies with sub-

paragraph (3), his decision must be made public in accordance with Section 21A of the

Municipal Systems Adiogether with —

(a) reasons as to why the bid should not be open to other competitors;

(b) an explanation of the potential benefits if the unsolicited bid were accepted; and
(c) an invitation to the public or other potential suppliers to submit their comments on

the proposal within 30 days of the publication of the relevant notice.

5) The Accounting Officermust submit all written comments received pursuant to

subparagraph (4), including any responses from the unsolicited bidder, to the National
and Provincial Treasuries for comment.

6) Subject to subparagraphs (7) and (8) below, the Bid Adjudication Committee must
consider the unsolicited bid and may, depending on its delegations, award the bid or
make a recommendation to the Accounting (fcer.

7) A meeting of the Bid Adjudication Committee to consider an unsolicited bid must be
open to the public.

8) When considering the matter, the Bid Adjudication Committee must take into account —
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(a) any comments submitted by the public; and
(b) any written comments and recommendations of the National and Provincial Treasuries.

9)

If any recommendations of the National and Provincial Treasuries are rejected or not
followed, the Accounting Officemust submit to the Auditor-General and the National
and Provincial Treasuries the reasons for rejecting or not following those
recommendations.

10) Such submission must be made within seven days after the decision on the award of the

unsolicited bid is taken, but no contractcommitting the ELMto the bid may be entered
into or signed within 30 days of the submission.

11) The processes to be followed by the ELMwith regard to the acceptance or rejection of an

unsolicited bid must clearly be made known to the bidder who submits the unsolicited
bid concerned.

12) The Counciimust exercise caution when interviewing a potential supplier or a personwho

may wish to offer services to the ELMin circumstance that may be tantamount to the
submission of or negotiation with regard to an unsolicited bid and may not do anything
or cause anything to be done that may be contrary to this policy.

40. Combating of Abuse of Supply Chain Management System

1) The Accounting Officemust-

(a) take all reasonable steps to prevent the abuse of the Supply Chain Management
system;

(b) investigate any allegations against an official or other role-player of fraud, corruption,
favouritism, unfair or irregular practices or failure to comply with this policy, and
when justified -

(i) take appropriate steps against such official or other role-player; or

(ii) report any alleged criminal conduct to the South African Police Services;

(c) check the National Treasury’s database prior to awarding any contractto ensure that
no recommended bidder, or any of its directors, is listed as a personprohibited from
doing business with the public sector;

(d) reject any bid from a bidder —

(i) if any municipal rates and taxes or municipal service charges owed by that bidder or
any of its directors to the ELM or to any other ELMor municipal entity, have been in
arrears for more than three months; or
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2)

(ii) who, during the last five years, failed to perform satisfactorily on a previous contract
with the ELMor any other organ of state after written notice was given to that bidder
that performance was unsatisfactory;

(e) reject a recommendation for the award of a contractif the recommended bidder, or
any of its directors, has committed a corrupt or fraudulent act in competing for the
particular contract

(f) cancel a contractawarded to a personif —

(i) such personcommitted any corrupt or fraudulent act during the bidding process or
the execution of the contract;or

(ii) an official or other role-player committed any corrupt or fraudulent act during the
bidding process or the execution of the contractthat benefited that person

(g) reject the bid of any bidder if that bidder or any of its directors —

(i) has abused the Supply Chain Management system of the ELMor has committed any
improper conduct in relation to such system;

(ii) has been convicted of fraud or corruption during the past five years;

(iii) has wilfully neglected, reneged on or failed to comply with any government,
municipal or other public sector contractduring the past five years; or

(iv) has been listed in the Register for Tender Defaulters in terms of Section 29 of the
Prevention and Combating of Corrupt Activities Act, No. 12 of 2004.

The Accounting Officemust inform the National and Provincial Treasuries in writing of
any actions taken in terms of subparagraphs (1)(b)(ii), (e) or (f) above.

PART 3: LOGISTICS, DISPOSAL, RISK AND PERFORMANCE MANAGEMENT

41. Logistics Management

1) The Accounting Officermust, in line with Regulation 39 of the MFMA, establish and
implement an effective system of logistics management, which must include —

(a) the monitoring of spending patterns on types or classes of goods and services
incorporating, where practical, the coding of items to ensure that each item has a
unique number;

(b) the setting of inventory levels, to include minimum and maximum levels and lead
times wherever goods are placed in stock;

(c) the placing of manual or electronic orders for all acquisitions other than those from
petty cash;
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(d) before payment is approved, certification by the responsible officer that the goods
and services are received or rendered on time and are in accordance with the order,
the general conditions of contractand specifications, where applicable, and that the
price charged is as quoted in terms of a contract

(e) appropriate standards of internal control and warehouse management to ensure that
goods placed in stores are secure and used only for the purpose for which they were
purchased;

(f) regular checking to ensure that all assets including official vehicles are properly
managed, and maintained and used only for official purposes; and

(g) monitoring and review of the supply vendor performance to ensure compliance with
specifications and contract conditions for particular goods or services.

42. Disposal Management

1)

2)

3)

In terms of Section 14 and 90 of the Act, the ELM may not transfer ownership as a result
of sale or other transaction or otherwise permanently dispose of a capital asset needed
to provide the minimum level of basic municipal services.

The ELM may transfer ownership or otherwise dispose of a capital asset other than one
as contemplated in subsection (1), but only after the Councilin a meeting open to the
public —

(a) has decided on reasonable grounds that the asset is not needed to provide the
minimum level of basic municipal services; and

(b) has considered the fair market value of the asset and the economic and community
value to be received in exchange for the asset.

Assets may be disposed of by —

(a) transferring the asset to another organ of state in terms of a provision of the Act
enabling the transfer of assets;

(b) transferring the asset to another organ of state at market related value or, when
appropriate, free of charge;

(c) selling the asset; or

(d) destroying the asset.

4) The Accounting Officemust ensure that —

(a) when immovable property is sold by means of a competitive bidding processhe
highest price offered, is accepted, provided such price is equal to or higher than the
market related price for the relevant immovable property;

(b) in other cases, only at a market related price, except when the public interest or the
plight of the poor demands otherwise, in which event the sale price must be
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determined in accordance with the applicable land disposal or indigent policy
adopted by the Council

(c) movable assets are sold either by way of written price quotations, a competitive
bidding processyr by public auction at the highest offered price, provided such price
is market related;

(d) firearms are not sold or donated to any personor institution within or outside the
Republic, unless approved by the National Conventional Arms Control Committee;

(e) immovable property is let at market related rentals, except when the public interest
or the plight of the poor demands otherwise in which event the rental must be
determined in accordance with the applicable land disposal or indigent support policy
adopted by the Council

(f) all fees, charges, rates, tariffs, scales of fees or other charges relating to the letting of
immovable property are annually reviewed;

(g) where assets are traded in for other assets, the highest possible trade-in price is
negotiated; and

5) This paragraph must be read with and applied in conjunction with the Municipal Asset

Transfer Regulations contained in Government Notice R. 878 of 22 August 2008 and the

associated policies adopted by the CouncilIn the event of conflict, the provisions of the

aforesaid Regulations must be applied.

43. Risk Management

1) The Accounting Officermust establish and implement an effective system of risk
management for the identification, consideration and avoidance of potential risks in the
Supply Chain Management system, in line with Regulation 41 of the MFMA.

2) Risk management must include —

(a) the identification of risks on a case-by-case basis;

(b) the allocation of risks to the party best suited to manage such risks;

(c) acceptance of the cost of the risk where the cost of transferring the risk is greater than
that of retaining it;

(d) the management of risks in a pro-active manner and the provision of adequate cover for
residual risks; and

(e) the assignment of relative risks to the contracting parties through clear and unambiguous
contractdocumentation.

44. Performance Management

1) In line with Regulation 42 of the MFMA, the Accounting Officemust establish and
implement an internal monitoring system in order to determine, on the basis of a
retrospective analysis, whether authorised Supply Chain Management processes were
followed and whether the objectives of this policy were achieved.
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2) Monthly monitoring of service providers and blacklisting thereof will be in line with the
Treasury guidelines.

PART 4: OTHER MATTERS

45. Prohibition on Awards to Persons Whose Tax Matters Are Not In Order

1) No award above R15 000 may be made in terms of this Policy to a personwhose tax
matters have not been declared by the South African Revenue Service to be in order.

2) Before making an award to a person the Accounting Officemust first check with SARS
whether that persoris tax matters are in order.

3) If the prospective bidder does not respond or fulfil its tax obligation with SARS, within 7
days of request for confirmation in terms of subparagraph (2), such prospective bidder
must be disqualified.

46. Prohibition of Awards to Persons in the Employ of the State

1) Irrespective of the procurement process followed, no award may be made to a personin
terms of the Policy:

(a) who is in the service of the staje

(b) if that personis not a natural person of which any director, manager, principal
shareholder or stakeholder is a person in the service of the state

(c) who is an advisor or consultant contractedwith the ELM

47. Award to Close Family Members of Persons in the Employ of the State

1) The Accounting Officemust ensure that the notes to the Annual Financial Statements
disclose particulars of any award of more than R2 000 to a personwho is a spouse, child
or parent of a person in the service of the state has been in the service of the statie
the previous twelve months, including:-
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(a) the name of that person
(b) the capacity in which that person is in the service of the statend
(c) the amount of the award.

48. Ethical Standards

1) A code of ethical standards, as set out in subparagraph (2) below, is hereby established
for officials and other role-players in the Supply Chain Management system of the ELMin
order to promote:-

(a) mutual trust and respect; and
(b) an environment in which business can be conducted with integrity and in a fair and
reasonable manner.

2) An official or other role-player involved in the implementation of this Policy:-

(a) must treat all providers and potential providers equitably;

(b) may not use his or her position for private gain or to improperly benefit another
person

(c) may not accept any reward, gift, favour, hospitality or other benefit directly or
indirectly, including to any close family member, partner or associate of that person
of a value more than R350;

(d) notwithstanding subparagraph (2) (c) above, must declare to the Accounting Officer
details of any reward, gift, favour, hospitality or other benefit promised, offered or
granted to that personor to any close family member, partner or associate of that
person

(e) must declare to the Accounting Officerletails of any private or business interest
which that person or any close family member, partner or associate, may have in any

proposed procurement or disposal process of, or in any award of a contractby, the
ELM

(f) must immediately withdraw from participating in any manner whatsoever in a
procurement or disposal process or in the award of a contractin which that person or
any close family member, partner or associate, has any private or business interest;
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(g) must be scrupulous in his or her use of property belonging to the ELM
(h) must assist the Accounting Officein combating fraud, corruption, favoritism and
unfair and irregular practices in the Supply Chain Management system; and

(i) must report to the Accounting Officeany alleged irregular conduct in the Supply
Chain Management system which that personmay become aware of, including —

(ii) any alleged fraud, corruption, favouritism or unfair conduct;

(iii) any alleged contravention of this Policy; or

(iv) any alleged breach of this code of ethical standards.

3) Declarations in terms of subparagraphs (2)(d) and (e) above:-

(@) must be recorded in a register that the Accounting Officemust keep for this purpose;
(b) must be made by the Accounting Officeto the Mayor of the ELM,who must ensure
that such declarations are recorded in the applicable register.

4) The National Treasury’s code of conduct must also be taken into account by Supply Chain
Management practitioners and other role-players involved in Supply Chain Management.
5) A breach of the code of ethics must be dealt with as follows:-

(a) in the case of an employee, in terms of the disciplinary procedures of the ELM
envisaged in Section 67(1)(h) of the Municipal Systems Act;

(b) in the case a role-player who is not an employee, through other appropriate means,
in recognition of the severity of the breach.

(c) in all cases, financial misconduct must be dealt with in terms of Chapter 15 of the
Municipal Finance Management Act

49. Inducement, rewards, gifts and favours to municipal officials and other role players

1) No person who is a provider or prospective provider of goods or services to the
municipality, or a recipient or prospective recipient of goods disposed or to be disposed
of by the municipality, may either directly or through a representative or intermediary
promise, offer or grant —

(a) any inducement or reward to the municipality for or in connection with the award
of a contract; or
(b) any reward, gift, favour or hospitality to —

(i) any official; or
(ii) any other role player involved in the implementation of the supply chain
management policy.
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2) The accounting officer must promptly report any alleged contravention of subsection (1)
to the National Treasury for considering whether the offending person, and any
representative or intermediary through which such person is alleged to have acted,
should be listed in the National Treasury’s database of persons prohibited from doing
business with the public sector.

3) Subsection (1) does not apply to gifts less than R350 in value.

50. Sponsorships

1) The accounting officer must promptly disclose to the National Treasury and the
Provincial Treasury any sponsorship promised, offered or granted to Elundini
Municipality, whether directly or through a representative or intermediary, by any
person who is:

(a) A provider of goods or services or prospective provider of goods or services to Elundini
Municipality.

(b) A recipient or prospective recipient of goods disposed, or to be disposed of, by Elundini
Municipality.

51. Objections and Complaints

1) Persons aggrieved by decisions or actions taken in the implementation of this supply
chain management system, may lodge within 14 days of the decision or action, a written
objection or complaint against the decision or action.

2) The successful bidder may not commence any work until the expiry of the 14 day appeal
period, or confirmation in writing before the expiry of the 14 day appeal period that none of
the affected parties intend to appeal, or confirmation of the satisfactory resolution of any
appeals, as detailed in the SCM Procedures Manual.

52. Resolution of disputes, objections, complaints and queries

1)The accounting officer must appoint an independent and impartial person, not directly
involved in the supply chain management processes —

(a) to assist in the resolution of disputes between the municipality and other persons
regarding —
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(i) any decisions or actions taken in the implementation of the supply chain
management system; or

(ii) any matter arising from a contract awarded in the course of the supply chain
management system; or

(b) to deal with objections, complaints or queries regarding any such decisions or actions
or any matters arising from such contract.

2)The accounting officer, or another official designated by the accounting officer, is responsible
for assisting the appointed person to perform his or her functions effectively.

3)The person appointed must —
(a) strive to resolve promptly all disputes, objections, complaints or queries received;
and
(b) submit monthly reports to the accounting officer on all disputes, objections,
complaints or queries received, attended to or resolved.

4) A dispute, objection, complaint or query may be referred to the provincial treasury if —

(a) the dispute, objection, complaint or query is not resolved within 60 days; or
(b) no response is forthcoming within 60 days.

(5) If the provincial treasury does not or cannot resolve the matter, the dispute,
objection, complaint or query may be referred to the National Treasury for
resolution.

(6) This section must not be read as affecting a person’s rights to approach a court at any
time.

53. Contracts for Compensation Based On Turnover

1) If a service provider acts on behalf of a municipality to provide any service or act as a
collector of fees, service charges or taxes and the compensation payable to the service
provider is fixed as an agreed percentage of turnover for the service or the amount
collected, the contract between the service provider and the municipality must
stipulate—

(a) acap onthe compensation payable to the service provider; and
(b) that such compensation must be performance based.

54. Treatment of Irregular, Wasteful and Fruitless Expenditure

Version Municipality Document P 78 of 93
CON/136/21 | Elundini Local Municipality Supply Chain Management Policy age 0




1)

2)

In line with Section 38 of the PFMA Act No. 1 (as amended), the accounting officer of ELM
must take effective and appropriate steps to prevent:-

(a) Prevent unauthorized expenditure

(b) Irregular expenditure

(c) Fruitless and wasteful expenditure

(d) Losses resulting from criminal conduct.

In order to ELM to address the above, all processes and procedures relating to supply
chain management, expenditure control and management must be compiled and be
continuously reviewed and monitored and these include budget, procurement, payments
and financial reporting.

3) The following are examples of irregular expenditure: -

(a) Purchases exceeding threshold amounts.

(b) Procurement done without inviting competitive bids.

(c) Non-compliance with delegation of authority.

(d) Non-compliance with municipal policies and processes.

(e) Non-compliance with applicable legislation, i.e. PFMA, PPPFA, Regulations, etc.

PART 5: CONTRACTS AD CONTRACT MANAGEMENT

55. Contracts and Contract Management.

1) A contract or agreement procured through the ELM Supply Chain Management system
must-
(a) bein writing;
(b) stipulate the terms and conditions of the contract or agreement, which must include
provisions providing for:-
(i) the termination of the contract or agreement in the case of non- or under-
performance;
(ii) dispute resolution mechanisms to settle disputes between the parties;
(iii) a periodic review of the contract or agreement once every three years in the case of a
contract or agreement for longer than three years; and
(iv) any other matters that may be prescribed.
2) The Accounting Officesr Delegated Officiainust- must-
Version Municipality Document
CON/136/21 | Elundini Local Municipality Supply Chain Management Policy Page 79 of 93




(a) take all reasonable steps to ensure that a contract or agreement procured through
the Policyis properly enforced;
(b) monitor on a monthly basis the performance of the contractor under the contract or
agreement;
(c) establish capacity in the administration ELM-

(i) to assist the Accounting Officein carrying out the duties set out in clauses (a) and (b);
and
(i) to oversee the day-to-day management of the contract or agreement; and

(d) Regularly report to the Courtil as may be appropriate, on the management of the

contract or agreement and the performance of the contractor.

3) A contract or agreement procured through the Policymay be amended by the parties,
but only after:-

(a) the reasons for the proposed amendment have been tabled in the Council or, in the
case of a municipal entity, in the council of its parent 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 ELM.

4) Detailed contract management requirements and processes as contained in ELM’s

Contract Management Policy as attached ( ‘annexure d’)

56. Variation Orders

1) The Accounting Officepbr delegated officialmay, subject to subparagraphs (2) to (4),

authorise the issue of variation orders in respect of:-

(a) contract specifications or conditions of contract in order to accommodate costs for

additional work due to unforeseen circumstances when contracts were awarded for

infrastructure and other goods or services

(b) In instances where factors beyond the control of an appointed contractorhave led to or

will lead to a delay in a contractcompletion date.

2) Avariation order may be issued only after —
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(i)

(i)

3)

4)

5)

6)

7)

the need for such order has been fully motivated by the responsible project manager and

supported by the Directorconcerned; and

the Chief Financial Officéras certified that funds are available to cover the cost of the
required additional work.

A request for the issue of a variation order in an amount exceeding R200 000 must first
be referred to the Bid Adjudication Committeewhich considered the initial bid for
approval, provided that the Accounting Officemay constitute a new Bid Adjudication
Committeefor this purpose and such Bid Adjudiation Committeemay not approve the
variation of contractsby more than 20% for construction related contractsand 15% for
goods and services of the original value of the contract Anything beyond the above-
mentioned threshold must be reported to the Cound.

No request for a variation order may be approved in circumstances where new bids may
be invited for the additional work concerned.

The line managerresponsible for the implementation of a project undertaken either
departmentally or through an appointed contractor must keep a proper record of all
variation orders issued in respect of a project.

The original copy of an issued variation order must be filed with the original bid and
contractdocuments;

The responsible line managemust, on completion of additional work or the expiry of any
extended contract period authorised by a variation order, certify that the terms and

conditions of such variation order have been complied with.

57. Fronting.

1)

For the purposes of this paragraph, “fronting” shall include the under-mentioned acts on
the part of a tenderer or any personor party associated with a tenderer:-

(a) Window-dressing: This includes cases in which Black peoplare appointed or introduced

to an enterprise on the basis of tokenism and may subsequently be discouraged or
inhibited from substantially participating in the core activities of the enterprise
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(b)

(c)

(i)
(i)

concerned and/or be discouraged or inhibited from substantially participating in the
declared areas and/or levels of their participation;

Benefit Diversion: This includes initiatives where the economic benefits received by an
organization for having B-BBEtatus do not flow to Black peoplén the ratio specified by
law;

Opportunistic Intermediaries: This includes enterprises that have concluded agreements
with other enterprises in order to leverage the opportunistic intermediary's favourable B-
BBEKEtatus in circumstances where the agreement involves:-

significant limitations or restrictions on the identity of the opportunistic intermediary's
suppliers, service providers, clients or customers;

the maintenance of their business operations in a context reasonably considered
improbable having regard to resources; and

(iii) terms and conditions that are not negotiated at arms-length on a fair and reasonable

2)

basis.

Where the Accounting Officedetects ELM he must act against a tenderer concerned in
terms of paragraph 27(17) and, in addition, report such ELMto the Department of Trade
and Industry.

58. Support to Bidders

1)

2)

(a)
(b)
(c)

3)

(a)

(b)

Elundini Municipality will provide all the necessary support within its powers to ensure
that bidders, especially Local SMME’S are provided with an opportunity to provide goods
and services to the municipality where possible.

Such support will be provided by: -

Ensuring that bid information is simplified to enable wider participation and the provision
of advice to ensure that bidders are successful when submitting bid documentation.

By sub-contracting 30% of construction projects to local contractors In line with the
reviewed Construction Procurement Strategy (2018-2019).

Providing easy access to information with regards to the provision of goods and services
to the municipality to ensure wider participation.

The support will be provided through the following mechanisms:-

Pre-bid meetings may be a standard requirement of the bid process in order to obtain
details for the bid requirements and answer questions from prospective bidders.
A dedicated telephone number will be made available to bidders for assisting service

providers in completing the bid document and addressing all other SCM related issues
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(c) Bid information, support and registration as a service provider or supplier will be
available from the Elundini Municipality’s Supply Chain Management Unit.

(d) Arrange regular tendering and SCM training seminars/workshops

(e) Establishing a website portal address SCM related matters

(f) Form partnerships with relevant public sector institutions to provide tender support
services to local suppliers within the ELM

59. Role of LED Unit in Providing SCM Support to Local Businesses.

1) In addition to its assigned duties, powers and functions, the LED Unit of the ELM shall:

(a) In consultation with the SCM Unit, facilitate access to tender support, advisory and
information services to improve the participation of local supplier in supply chain process
of the municipality;

(b) On the request of the SCM Unit, participate on processes pertaining to the determining,
structuring and implementation of specific supply chain management decisions in order
to maximize the economic benefit for both the Municipality and its local suppliers.

(c) Conduct quarterly meetings with the SCM Unit to identify, address and exchange
experiences on issues affecting the optimal performance of local suppliers in the ELM
suppliers.

(d) Arrange quarterly workshops with service providers and suppliers to provide advice to
assist service providers and suppliers in building capacity in their organizations and
providing information on how suppliers and service providers can engage the
municipality.

60. Infrastructure Procurement

All infrastructure procurement will be dealt with in terms of Elundini Municipality
Standard for Infrastructure Procurement and Delivery Management Policy and National
Treasury Standard for Infrastructure Procurement and Delivery Management which is
attached as “Annexure B”

In the event of any ambiguity National Treasury Standard for Infrastructure Procurement
and Delivery Management shall supersede.
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61. Commencement of the SCM Policy

This Policy is effective from the date on which it is adopted by Council. Should any Legislation
be enacted or be amended that conflicts with any part of this Policy, such Legislation will
take precedence and will be implemented by the municipality without amending this Policy.
Such amendment of the Policy as may be required would be done as expeditiously as
possible.

The Municipal Manager must annually review the implementation of this Policy and if she/he
considers it necessary, submit proposals for the amendment of the Policy to the Council for
approval.

62. Treasury on measures for Coronavirus COVID-19 emergency procurement

In response to the changing demand and supply as well as to give effect to the strict
monitoring and reporting measures required during times of emergency procurement
relating to COVID-19 pandemic.

Elundini Municipality is fully committed to the Constitutional objective of having fair,
equitable, transparent, competitive and cost-effective procurement processes that take into
account the need for procuring essential health products required to fight the COVID-19
pandemic. These processes should be compliant with the government’s imperatives of
promoting structural transformation and broadening participation in the economy to
strengthen economic development and empowerment of previously disadvantaged groups
and individuals.

In doing so , the Elundini Municipality shall:-

a) The Municipality may approach any supplier / manufacturer to obtain quotes and
may procure from any supplier / manufacturer on condition that:-

(i) open the supply of these products to all suppliers conforming to
specifications and are registered on its database and the Central Supplier
database.

(ii) Procure the required PPE items and draft specifications according to the
Department of Trade, Industry and Competition (DTIC), National
Department of Health and World Health Organisation requirements.

(iii) the prices are equal or lower than the prices in Annexure A of MFMA
Circular 102

(iv) All procured PPE items meet the requirements of Local Production and
Content FOR Textile, Clothing , Footwear and Leather.
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62. Procurement Value Management Intervention — Price Benchmarking For Low-Value

High-Volume Goods And Services.

1. When inviting bids / quotations, attempts must be made to engage suppliers within the
immediate geographical locality where the product / service / commodity is required
without necessarily excluding other suppliers. In this regard the hierarchy defined in the
Local Economic Development Procurement Framework should be considered, i.e. invite
quotations from bidders / suppliers according to the following hierarchy:

T

= =4 4 =

Step 1: Ward Level / (Select at suburb / town level if ward cannot be identified on

CSD)

Step 2: Local Municipality Level
Step 3: District Municipality Level

Step 4: Provincial Level

Step 5: National Level

2. When procuring the municipality shall make use of latest National Treasury Price Index on
all goods and services available on the Price Index .

3. These prices were utilised by National Treasury to determine the average prices.
Thereafter the price indices were determined by adjusting the average prices to factor in
logistical and other cost escalations as follows:

REGION

PERCENTAGE ADDED TO AVERAGE
PRICE

Large Cities (Nelson Mandela Bay Metropolitan 5%
Municipality & Buffalo City Metropolitan
Municipality) (1)

Secondary Urban (Mthatha, Queenstown & 10%

Grahamstown) (2)

EC Rural (Excluding regions 1 & 2 above) 15%
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Elundini Municipality is within EC Rural Areas (all other areas) and shall not accept prices
that are more than 15% above the average prices (index price for rural areas).

SCM practitioner must evaluate all bids / quotations received using other criteria
stipulated in the invitation to bid / quote. Based on the results of the evaluation, identify
the potential bidder / supplier to be recommended and apply the provisions of the
guidelines.

When procuring a commodity that is available in the Price Index, the bid evaluation
committee / SCM practitioner must determine in which region the procuring entity is
situated.

The prices submitted by the preferred bidder / supplier scoring the highest number of
points must then be compared against the maximum price allowed on the Price Index for
the area within which the procuring entity falls. In respect of baskets of items, the prices
of individual items must be compared with the Price Index.

If the price/s are above the maximum reflected in the Price Index, the offer should be
considered not to be market related and unreasonable. The procuring entity must
therefore:

a) negotiate, in terms of delegated authority, a market related price with the bidder /
supplier scoring the highest preference points where the preference points system
was applicable or who submitted the lowest acceptable quote where the preference
points system is not applicable;

b) if the bidder / supplier does not agree to a market related price, negotiate a market
related price with the bidder / supplier scoring the second highest preference points /
or who submitted the second lowest acceptable quotation;

c) if the bidder / supplier scoring the second highest points does not agree to a market
related price, negotiate a market related price with the bidder / supplier scoring the
third highest preference points / or who submitted the third lowest acceptable
guotation; and

d) if market related prices are not agreed to as envisaged in sub-paragraphs (a) to (c)
above, the organ of state must cancel the bid / quotation.

9. Only bid / quotation prices that fall within the maximum reflected in the Price Index

should be considered as reasonable. However, if due to seasonal or market fluctuations
there is a sudden change in prices or where there is a statutory change in the percentage
charged for Value Added Tax (VAT) announced by the Minister of Finance, then procuring
entities are allowed to consider prices that are above the benchmark prices.

10. In instances where prices that do not fall within the Price Index are considered, the Price

Index must still be applied where possible, as a guide to determine the reasonableness of
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11.

12

13.

bids or quotations received. In such cases, the reasons for accepting higher prices must be
clearly motivated, approved by an appropriately delegated official and placed on record
for audit purposes. In instances where an award of a contract is made based on a basket
of items wherein the prices of some items are above the maximum reflected in the Price
Index but presents a greater value for money proposition after negotiations, such must be
motivated and approved by an appropriately delegated official and filed for audit
purposes.

An order should then be placed against the bidder / supplier who meets all the evaluation
criteria as stipulated in the invitation to bid / quote, including the application of utilization
of Price Index as outlined above.

. Where items for bids or quotations invited are not contained in the Price Index, similar

items on the Price Index may be used as a guide in relation to the bids or quotations
received. If similar items are not contained in the Price Index, the market related prices
identified during the market analysis process prior to inviting bids / quotations must be
utilised to determine reasonableness of prices. Evidence of such market analysis must be
recorded and placed on file for audit purposes. It must be noted that the Price Index, in
the main, does not list items by brand name unless a particular brand was requested to be
included therein. In the event that a branded item is sourced, the department must
ensure that there is adequate motivation for selecting the particular branded product. In
instances where a procuring entity elects to procure a branded commodity which has not
been benchmarked, the said procuring entity must prove the reasonableness of the price
at which the commaodity is being procured.

The Price Index will not be applicable in the following instances:

a) In circumstances where the normal procurement processes do not apply, such as:

(i) When procuring on an urgent or emergency basis;
(i) In the case of sole / limited provider; or
(iii) For reasons of technological necessity.

b) In these instances the authority of an appropriately delegated official must be obtained.

The reasons therefore must be properly recorded and filed for audit purposes.

14. Accounting Officers and Accounting Authorities are also required to submit the

monitoring reports to Provincial Treasury on a quarterly basis.
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ANNEXURE A: CODE OF CONDUCT FOR SUPPLY CHAIN MANAGEMENT
PRACTITIONERS AND OTHER ROLE PLAYERS
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ANNEXURE B: SCM POLICY FOR INFRASTRUCTURE PROCUREMENT AND DELIVERY
MANAGEMENT AND NATIONAL TREASURY STANDARD FOR INFRASTRUCTURE
PROCUREMENT AND DELIVERY MANAGEMENT FRAMWEWORK .
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ANNEXURE C: CATERING AND TRANSPORT POLICY
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ANNEXURE D: CONTRACT MANAGEMENT POLICY
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