POLICY 027/2016 RAADSBELEID

SUBJECT/ONDERWERP: SUPPLY CHAIN MANAGEMENT POLICY

REFERENCE/VERWYSING: 6.1.B

RESOLUTION NO/BESLUIT NR: 6/05/2016(SCM)

DATE/DATUM: 31 May 2016

OBJECTIVE:

To ensure that Council receive the best possilieices and goods through supply chain
management processes complying with the principleébe Preferential Procurement Policy
Framework Act, 2000 (Act No 5 of 2000); the Prefgi@ Procurement Regulations, 2001;
the Municipal Finance Management Act, 2003 (Act & of 2003); and, the Municipal
Supply Chain Management Regulations, 2005.

POLICY OBJECTIVE & PRINCIPLES:

Council recognises her role and responsibility tanage public finances to the most
economical and efficient way and also to avoid undscrimination in the awarding of
tenders and quotations.

GUIDELINES:
1. Implementation of supply chain management golic
2. Supply chain management system

2.1 Demand management

2.2 Acquisition management

2.3 Logistics, Disposal, Risk and Performance Manaent
24 Other matters

3. Preferential procurement points scoring system

4, Code of Conduct for Supply Chain ManagementtRi@ners and other Role Players
Definitions

1. In this Policy, unless the context otherwisdigates, a word or expression to which a

meaning has been assigned in the Act has the saaeimg as in the Act, and —

“Accounting officer” means the Accounting Officer referred to in sett® of the
Municipal Finance Management Act, No. 56 of 2003glation to a municipal entity,
means the official referred to in section 93, andludes a person acting as the
accounting officer.

“Accredited Agent’ means a provider who is authorized to deliverazergoods /
services and can be trading in a specific areagehiery an accredited agent is not a
sole provider.



"Act" means the Preferential Procurement Policy Framlewot, 2000 (Act No. 5 of
2000);

"All applicable taxes' includes value-added tax, pay as you earn, incoaxe
unemployment insurance fund contributions and skivelopment levies;

"B-BBEE" means broad-based black economic empowermergfased in section 1
of the Broad-Based Black Economic Empowerment Act;

"B-BBEE status level of contributor' means the B-BBEE status received by a
measured entity based on its overall performandaguthe relevant scorecard
contained in the Codes of Good Practice on BlaanBmic Empowerment, issued in
terms of section 9(1) of the Broad-Based Black Booic Empowerment Act;

"Broad-Based Black Economic Empowerment A¢tmeans the Broad-Based Black
Economic Empowerment Act, 2003 (Act No. 53 of 2003)

"Comparative price" means the price after the factors of a non-fimte and all
unconditional discounts that can be utilized haserbtaken into consideration;

“Competitive bidding proces$ means a competitive bidding process referredhto i
paragraph 12(1)(d) of this Policy;

“Competitive bid” means a bid in terms of a competitive biddinggess;

"Consortium or joint venture" means an association of persons for the purpbse o
combining their expertise, property, capital, ef$oskill and knowledge in an activity
for the execution of a* contract;

"Contract" means the agreement that results from the acveptaf a tender by an
organ of state;

"Designated sectdr means a sector, sub-sector or industry that las lolesignated
by the Department of Trade and Industry in linehwitational development and
industrial policies for local production, where pribcally produced services, works
or goods or locally manufactured goods meet thaulstied minimum threshold for
local production and content;

“Emergency procurement emergency cases are cases where immediate action is
necessary in order to avoid dangerous or riskyasdn (life threatening) or misery
such as floods or fires.

“Exceptional/urgent cases exceptional cases are cases where early deliveoy is
critical importance and the invitation of compefi bids is either impossible or

impractical. However a lack of proper planning ddawot be constituted as an urgent
case subject to the approval of the Accountingd@effi The nature of the urgency and
the details of the justifiable procurement mustdxmrded and the AO to approve.



“Exempted Micro Enterprise” [EME’s] Enterprises with an annual total reverafe
R5 million or less [all taxes included] for goodsdaservices. Sector charters have
been developed for the Tourism and Constructionstrg where thresholds of Rand
2.5 million and Rand 1.5 million respectively hayeen established.

“Final award”, in relation to bids or quotations submitted #oicontract, means the
final decision on which bid or quote to accept;

"Firm price" means the price that is only subject to adjustsx@naccordance with
the actual increase or decrease resulting fronchia@ge, imposition, or abolition of
customs or excise duty and any other duty, levyany which, in terms of the law or
regulation, is binding on the contractor and dertrab$y has an influence on the
price of any supplies, or the rendering costs of service, for the execution of the
contract;

“Fruitless expenditure’ - expenditure madm vain and could have been avoided if
reasonable care taken;

“Formal written price quotation” means quotations referred to in paragraph
12(1)(c) of this Policy;

"Functionality” means the measurement according to predetermioeds, as set
out in the tender documents, of a service or comiyditat is designed to be practical
and useful, working or operating, taking into aa@puamong other factors, the
quality, reliability, viability and durability of @ervice and the technical capacity and
ability of a tenderer;

"Imported content” means that portion of the tender price represkhtethe cost of
components, parts or materials which have beeneostdl to be imported (whether
by the supplier or its subcontractors) and whiclstecare inclusive of the costs
abroad, plus freight and other direct importatiasts, such as landing costs, dock
dues, import duty, sales duty or other similar déaxduty at the South African port of
entry;

“In the service of the stattmeans to be -
(@) a member of -
(1) any municipal council;
(i) any provincial legislature; or
(i)  the National Assembly or the National Courafi Provinces;
(b) a member of the board of directors of any roipail entity;
(c) an official of any municipality or municipah#ty;
(d) an employee of any national or provincial depant, national or provincial

public entity or constitutional institution withithe meaning of the Public
Finance Management Act, 1999 (Act No.1 of 1999);



(e) a member of the accounting authority of aryomal or provincial public
entity; or

() an employee of Parliament or a provincial $afiure;

“Irregular expenditure ”-expenditure incurred that is not in accordanceghwa
requirement of a SCM policy of the municipality loy-laws giving effect to such a
policy/eg. Unsolicited bids

"Local content' means that portion of the tender price whichas included in the
imported content, provided that local manufactwesitake place

“Long term contract” means a contract with a duration period exceedimg year,;

“List of accredited prospective providers means the list of accredited prospective
providers which the municipality must keep in terofiparagraph 14 of this policy;

"Non-firm prices" means all prices other than "firm" prices;

“Other applicable legislatior’ means any other legislation applicable to muratip
supply chain management, including -

€)) the Preferential Procurement Policy FramewaAdt, 2000 (Act No. 5 of
2000);

(b) the Broad-Based Black Economic Empowerment 20603 (Act No. 53 of
2003); and

(c) the Construction Industry Development Board, 000 (Act N0.38 of 2000);

"Person' includes a juristic person,;

“Rand valué' means the total estimated value of a contractSauth African
currency, calculated at the time of tender inuitagi, and includes all applicable taxes
and excise duties;

“Senior manager’ means

(@ in relation to a municipality, means a managégrred to in section 56 of the
Municipal Systems Act; or

(b) in relation to a municipal entity, means a ager directly accountable to the
chief executive officer of the entity;

“Sole Provider-means a provider of specialized or exclusive gdeervices who has
a sole distribution / patent /manufacturing rigitsl copy rights.

"Stipulated minimum threshold" means that portion of local production and cohten
as determined by the Department of Trade and Ingust



"Sub-contract’ means the primary contractor's assigning, leasmmaking out work
to, or employing, another person to support suaimgny contractor in the execution
of part of a project in terms of the contract;

"Tender" means a written offer in a prescribed or stipedatorm in response to an
invitation by an organ of state for the provisidnservices, works or goods, through
price quotations, advertised competitive tendepragesses or proposals;

"Total revenu€' bears the same meaning assigned to this expressibe Codes of
Good Practice on Black Economic Empowerment, issngdrms of section 9(1) of
the Broad-Based Black Economic Empowerment Act g@mdmulgated in the
Government Gazette on 9 February 2007;

“Transversal contract’ means a contract arranged for more than one eptbr for
more than one level of government eg. NationalRraincial Government.

“Treasury guidelines means any guidelines on supply chain managenssned by
the Minister in terms of section 168 of the Act;

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

“The Regulatiors” means the Local Government: Municipal Financendggement
Act, 2003, Municipal Supply Chain Management Regows published by
Government Notice 868 of 2005;

“Trust” means the arrangement through which the propartyne person is made
over or bequeathed to a trustee to administer pumberty for the benefit of another
person; and

"Trustee" means any person, including the founder of attriaswhom property is
bequeathed in order for such property to be admeirdd for the benefit of another
person.

“Written or verbal quotations” means quotations referred to in paragraph 12J1)(b
of this Policy.



CHAPTER 1
IMPLEMENTATION OF SUPPLY CHAIN MANAGEMENT POLICY

2. Supply chain management policy

(1) All officials and other role players in thepgly chain management system of
the //Khara Hais Municipality must implement thisliey in a way that -

(@) gives effect to -

(1) section 217 of the Constitution; and
(i) Part 1 of Chapter 11 and other applicablevgions of the Act;

(b) is fair, equitable, transparent, competitine aost effective;

(c) complies with -
(1) the Regulations; and
(i) any minimum norms and standards that may tesgribed in
terms of section 168 of the Act;
(d) is consistent with other applicable legislatio

- Broad Based Black Economic Empowerment Act [BEER\[;
- Corruption Act, 1998 — anti-corruption measuaad practices;
- Competition Law and Regulations;

- Promotion of Administrative Justice Act, 2000;

- National Archives of South Africa Act, 1996;

- National Small Business Act;

- Construction Industry Development Board Act, @QOAct no
38 of 2000].

(e) does not undermine the objective for unifoymit supply chain
management systems between organs of state iphaies; and

() is consistent with national economic policyncerning the promotion
of investments and doing business with the pulgatcs.

(2) This Policy applies when the //Khara Hais Mujpality -
€)) procures goods or services;
(b) disposes goods no longer needed;

(c) selects contractors to provide assistanchamptovision of municipal services
otherwise than in circumstances where Chapter he@fMunicipal Systems
Act applies; or

(d)  selects external mechanisms referred to iticee8&0(1)(b) of the Municipal
Systems Act for the provision of municipal servicas circumstances
contemplated in section 83 of that Act.



3)

(1)

(2)

@)

(1)

This Policy, except where provided otherwigees not apply in respect of the
procurement of goods and services contemplatedeation 110(2) of the Act,
including -

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

(b) electricity from Eskom or another public eptinother municipality or a
municipal entity.
Amendment of the supply chain management policy

The accounting officer must -

@) at least annually review the implementatiothed Policy; and
(b) when the accounting officer considers it neaeg submit proposals for the
amendment of this Policy to the //Khara Hais MypétiCouncil.

If the accounting officer submits proposed adraents to the //Khara Hais Municipal
Council that differs from the model policy issueg the National Treasury, the
accounting officer must -

€)) ensure that such proposed amendments comitiytivéi Regulations; and

(b) report any deviation from the model policy Mational Treasury and the
relevant provincial treasury.

When amending this supply chain managementyadohe need for uniformity in
supply chain practices, procedures and forms betwegans of state in all spheres,
particularly to promote accessibility of supply sharanagement systems for small
businesses must be taken into account.

Delegation of supply chain management powers dmluties

The //Khara Hais Municipal Council hereby dgtes all powers and duties to the
accounting officer which are necessary to enaldeatitounting officer -

(@) to discharge the supply chain management nsdpbties conferred on
accounting officers in terms of -

0] Chapter 8 or 10 of the Act; and
(i) this Policy;

(b) to maximise administrative and operationalcefficy in the implementation
of this Policy;

(c) to enforce reasonable cost-effective meastoeshe prevention of fraud,
corruption, favouritism and unfair and irregular agtices in the
implementation of this Policy; and



(2)

@)

(4)

(1)

(2)

)

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

Sections 79 and 106 of the Act apply to thb delegation of powers and duties
delegated to an accounting officer in terms of gakagraph (1).

The accounting officer may not sub delegatesupply chain management powers or
duties to a person who is not an official of th€hdra Hais Municipality or to a
committee which is not exclusively composed of affis of the //Khara Hais
Municipality;

This paragraph may not be read as permittimgficial to whom the power to make
final awards has been delegated, to make a finalréhwn a competitive bidding
process otherwise than through the committee sypterided for in paragraph 26 of
this Policy.

Sub delegations

The accounting officer may in terms of secti@or 106 of the Act sub delegate any
supply chain management powers and duties, ingdudihose delegated to the
accounting officer in terms of this Policy, but asych sub delegation must be
consistent with sub paragraph (2) of this parageaphparagraph 4 of this Policy.

The power to make a final award -

€)) above R 10 million (VAT included) may not bebsdelegated by the
accounting officer;

(b) above R 2 million (VAT included), but not exxxing R10 million (VAT
included), may be sub delegated but only to -

0] the chief financial officer;

(i)  asenior manager (director of //Khara Haisribipality); or

(i)  a bid adjudication committee of which theiehfinancial officer or a
senior manager is a member.

(c) not exceeding R2 million (VAT included) may &b delegated but only to -

(1) the chief financial officer;

(i) a senior manager (director of //Khara Haisrivipality);

(i)  a manager directly accountable to the cliiilefncial officer or a senior
manager (director of //Khara Hais Municipality); or

(iv)  abid adjudication committee.

An official or bid adjudication committee tohweh the power to make final awards
has been sub delegated in accordance with subpataé®) must within five days of
the end of each month submit to the official reddrto in subparagraph (4) a written
report containing particulars of each final awardde by such official or committee
during that month, including-



(4)

(5)

(6)

(7)

(1)

(2)

(@) the amount of the award;

(b) the name of the person to whom the award wadermand
(© the reason why the award was made to thabpers

A written report referred to in subparagraphrust be submitted -
(@) to the accounting officer, in the case of wara by -

(1) the chief financial officer;

(i)  asenior manager (director of /Khara Haismipality); or

(i)  a bid adjudication committee of which theiehfinancial officer or a
senior manager (director of //Khara Hais Municigalis a member; or

(b) to the chief financial officer or the senioanager (director of //Khara Hais
Municipality) responsible for the relevant bid,tive case of an award by -

0] a manager referred to in subparagraph (2)()or
(i) a bid adjudication committee of which the ehfinancial officer or a
senior manager (director of //Khara Hais Municigdliis not a
member.
Subparagraphs (3) and (4) of this policy do ayaply to procurements out of petty
cash.

This paragraph may not be interpreted as gingpian official to whom the power
to make final awards has been sub delegated, t@ mdinal award in a competitive
bidding process otherwise than through the committgstem provided for in
paragraph 26 of this Policy.

No supply chain management decision-making ggewmay be delegated to an
advisor or consultant.

Oversight role of council

The //Khara Hais Municipal Council reservesright to maintain oversight over the
implementation of this Policy.

For the purposes of such oversight the acaogiatfficer must -

(@) within 30 days of the end of each financiahryesubmit a report on the
implementation of this Policy and the supply chaianagement policy of any
municipal entity under the sole or shared contfothe municipality, to the
council of the municipality; and

(b) whenever there are serious and material pneblan the implementation of
this Policy, immediately submit a report to the Héfa Hais Municipal
Council.



3)

(4)

(1)
(2)

The accounting officer must, within 10 daystbé end of each quarter, submit a
report on the implementation of the supply chaimaggement policy to the mayor.

The reports must be made public in accordamitle section 21A of the Municipal
Systems Act.

Supply chain management unit

A supply chain management unit is hereby distadd to implement this Policy.

The supply chain management unit operatesruhéedirect supervision of the chief
financial officer or an official to whom this dutiyas been delegated in terms of
section 82 of the Act.

Training of supply chain management officials

The training of officials involved in implementirigis Policy should be in accordance
with any Treasury guidelines on supply chain maneagg training.



CHAPTER 2
SUPPLY CHAIN MANAGEMENT SYSTEM

9. Format of supply chain management system
This Policy provides systems for -

(1) demand management;

(i) acquisition management;
(i)  logistics management;

(iv)  disposal management;

(V) risk management; and

(vi)  performance management.
(vil) asset management

Part 1: Demand management
10. System of demand management

Q) The accounting officer must establish and enpnt an appropriate demand
management system in order to ensure that the nessorequired by the //Khara Hais
Municipality support its operational commitmentgdats strategic goals outlined in
the Integrated Development Plan.

(2) The demand management system must -

€)) include timely planning and management praees$s ensure that all goods
and services required by the //Khara Hais Munidipabre quantified,
budgeted for and timely and effectively deliverédhe right locations and at
the critical delivery dates, and are of the appatprquality and quantity at a
fair cost;

(b) take into account any benefits of economiescafe that may be derived in the
case of acquisitions of a repetitive nature;

(c) provide for the compilation of the requireasifications to ensure that
its needs are met; and

(d) to undertake appropriate industry analysis amdearch to ensure that
innovations and technological benefits are maxithise

(e) The municipality must compile a ProcuremerdanPtontaining all planned
procurement for the financial year in respect & grocurement of goods,
services and infrastructure projects which exee@0R 000 [all applicable
taxes included] per case as described in the $iphin Management Guide
for Accounting Officers. The procurement plan mhbstfinalized on the 1
July every year. The relevant information shouldf@rably be furnished in
the format contained in the Procurement Plan Tetamaclosed as Annexure
A.



(f)

Also refer to National Treasury MFMA Circul&g.

Part 2: Acquisition management

11.

(1)

System of acquisition management

The accounting officer must implement the egsbf acquisition management set out
in this Part in order to ensure -

(@)

(b)

(©)

(d)

(€)

(f)

(¢))

that goods and services are procured by tiearA Hais Municipality in
accordance with authorised processes only;

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

that the threshold values for the differerdqurement processes are complied
with;

that bid documentation, evaluation and adjiibn criteria, and general
conditions of a contract, are as per National araViRcial prescripts [SCM
Practice note 2, Explanatory notes: Revised qumtdtbid forms |;

that the preference point system used in aeocoel with the Revised
Preferential Procurement Policy Regulations of ¢ddeber 2011 [utilizing B-
BBEE status level verification certificates to akpreference points].

that any Treasury guidelines on acquisitionnagement are properly taken
into account.

Verification of bids in access of R10 million

Prior to advertisement
Verification by the CFO
The senior manager responsible for a vote mushguo the CFO:

- proof that budgetary provision exists for the precoent of the
goods/services and / or infrastructure projects;

- any ancillary budgetary implications related to It
- any multi -year budgetary implications;

Prior to the award of a bid

Contracts above the value of R 10 million [all apgible taxes included] may
only be awarded to the preferred bidder after tR®© Qas verified in writing

that budgetary provision exists for the acquisitidrthe goods, infrastructure
projects and /or services and that it is consisteith the Integrated

Development Plan.



(h)

Publication of awards in respect of advedisompetitive bids [above the

threshold value of R 200 000]

The following information on the successful bids sihie placed on the
municipal website:

Contract numbers and description of goods, servicemfrastructure
projects;

Names of the successful bidders and the B-BBEH lgiveontribution
claimed;

Brand names and dates for completion of contracts.

0] Functionality
Adhere to the revised guidelines when functionaltincluded as a criterion in
the evaluation of bids [National Treasury note éskin September 2010].

Clear indication must be given in bid documentsidfs will be evaluated
on functionality.

Evaluation criteria must be objective.

The weight of each criterion, applicable values ah& minimum
qualifying score [for each bid on its own merit] shube indicated in the
bid documents.

Bidders failing to achieve the qualifying score fanctionality must be
disqualified.

Bidders achieving the minimum qualifying score mostevaluated further
in terms of points for price and B-BBEE status lesantribution

Pre —evaluation

After closure of the bid pre-evaluation is donetsure all bidders comply
with the prescribed minimum norms and standards, NECHNICAL
EVALUATION IS DONE AT THIS POINT.

Bidders are then invited to prepare for a functitygresentation in line
with the criteria set out in the bid document orsgecific date and
provided with a time slot.

Appointment of a functionality committee
The functionality committee is an ad-hoc commitsgpointed per bid.It
should consist out of a cross functional team.

To be included as well:

- A SCM Practitioner;

- The end-user;

- Technical experts;

- Members of the Bid Evaluation- and Adjudication coittees;

- CFO or a person with knowledge of the availablegaadrom the
CFO'’s office;

- Any other official deemed to be relevant;

- Provincial SCM official.

- Each member will complete a score sheet per bidder.



(2)

12.

(1)

- The totals to be calculated by SCM, a average (zkml and only the
bidders who scored the minimum qualifying scorel wé evaluated
further.

- Prior to the functionality committee meeting thedarser and the
technical experts can

- sit with all the appointed committee members amdigeeach bidder’s
proposal and draw-up a list of questions for dieaiion. Each
member can add his / her own questions and dun@gitesentations
clarify or verify the information presented witHeeant questions.
NOTE: There cannot be two [2] technical evaluatwacesses, only
one done by a duly appointed functionality comrsitte

- Functionality evaluation forms part of the formabkiation processes
and is open for legal scrutiny and challenges €fioee it is a formal
once off process with proper procedures and scheets to be
completed per committee member for each biddes; sigined off by
the relevant committee member.

- Score sheets form part of a bid and year-end duydihe Auditor —
General.

- Not following proper processes may lead to expeméitbeen
classified as irregular by the Auditor-General'§ad.

When procuring goods or services contemplatedection 110(2) of the Act, the
accounting officer must make public the fact thathrsgoods or services are procured
otherwise than through the //Khara Hais Municigaitsupply chain management
system, including -

@) the kind of goods or services; and

(b) the name of the supplier.

Range of procurement processes
Goods and services may only be procured byafay
(@) petty cash purchases, up to a transactiore\@l® 2,000 (VAT included);

(b) written or verbal quotations for procuremepfsa transaction value over
R2,000 up to R 10,000 (VAT included);

(c) formal written price quotations for procurerteenf a transaction value over
R10,000 up to R 200,000 (VAT included); and

(d) a competitive bidding process for-
(1) procurements above a transaction value of R @D (VAT included);

and
(i) the procurement of long term contracts.



(2)

)

13.

The accounting officer may, in writing-

(@)

(b)

lower, but not increase, the different thrédhwalues specified in sub
paragraph (1); or

direct that -

(i)
(ii)

(iii)

written or verbal quotations be obtained fory apecific procurement
of a transaction value lower than R 2,000 (VAT wuugd);

formal written price quotations be obtainedr f any specific
procurement of a transaction value lower than ROQ®, (VAT

included); or

a competitive bidding process be followed r faany specific
procurement of a transaction value lower than R,GID (VAT

included).

Goods or services may not deliberately bet apio parts or items of a lesser value
merely to avoid complying with the requirementstioé policy. When determining
transaction values, a requirement for goods origes\consisting of different parts or
items must as far as possible be treated and\dihlas a single transaction.

General preconditions for consideration of witten quotations or bids
A written quotation or bid may not be consideredess the provider who submitted
the quotation or bid -

(@)

has furnished that provider’s -

(i)

(ii)
(iif)
(iv)

(v)

(vi)
(Vi)
(viii)

full name;

identification number or company or other istgation number; and

tax reference number and VAT registratiommer, if any;

original valid tax clearance certificate fraime South African Revenue
Services;

check in respect of the recommended bidder méretnunicipal rates
and taxes and municipal service charges are natrgars for more
than three [3] months; Bids/ quotations should oné awarded to
suppliers who are not in arrears with their muratiates and taxes. If
the suppliers are not resident in this municipaliyt offer their
services from any other municipality, the same iggpl It should be
established if they are not in arrears in their smmicipality.
requirements for construction and engineeniatated bids should be
awarded according to CIDB regulations;

The CIDB Act requires that all projects netdbe registered with the
CIDB;

Before an award is done to a contractor, ¢batractor's CIDB grading
must be confirmed with the CIDB website;



14.

(1)

(b)

()

(ix)  The CIDB grading designation is as follows:

Grading designation Less than or equal to
1 R 200 000

2 R 650 000

3 R 2 000 000

4 R 4 000 000

5 R 6 500 000

6 R 13 000 000

7 R 40 000 000

8 R 130 000 000

9 No Limit

has authorised the //Khara Hais Municipaliybtain a tax clearance from the
South African Revenue Services that the providedsmatters are in order;
and

has indicated -

0] whether he or she is in the service of thdestar has been in the
service of the state in the previous twelve months;

(i) if the provider is not a natural person, wiet any of its directors,
managers, principal shareholders or stakeholdirtise service of the
state, or has been in the service of the statdenptevious twelve
months; or

(i)  whether a spouse, child or parent of thever or of a director,
manager, shareholder or stakeholder referred suloparagraph (ii) is
in the service of the state, or has been in thecgepf the state in the
previous twelve months.

Lists of accredited prospective providers

The accounting officer must -

(@)

(b)

(€)
(d)

keep a list of accredited prospective prodddrgoods and services that must
be used for the procurement requirements througiewror verbal quotations
and formal written price quotations; and

at least once a year through newspapers comgnuinculating locally, the
website and any other appropriate ways, invite pgosve providers of goods
or services to apply for

evaluation and listing as accredited prospectiowigers;

specify the listing criteria for accreditecppective providers; and
disallow the listing of any prospective prosidvhose name appears on the

National Treasury’s database as a person prohibibea doing business with
the public sector.



(2)

@)

15.

16.

The list must be updated at least quarterlyintdude any additional prospective
providers and any new commodities or types of sesriProspective providers must
be allowed to submit applications for listing aydime.

The list must be compiled per commodity andtgpe of service.
Petty cash purchases

The accounting officer must establish the condgitor the procurement of goods by
means of petty cash purchases referred to in pgyadt2(1)(a) of this Policy, which
must include conditions —

€)) determining the terms on which a manager melggadte responsibility for
petty cash to an official reporting to the manager;

(b) limiting the maximum number of petty cash pwases or the maximum
amounts per month for each manager;

(© excluding any types of expenditure from peatfgh purchases, where this is
considered necessary; and

(d) requiring a monthly reconciliation report froeach manager to the chief
financial officer, including -

(1) the total amount of petty cash purchasesHhat month;
(i) receipts and appropriate documents for eacichmse; and

(e) any other conditions determined by the Chieafcial Officer.

Written or verbal quotations

The conditions for the procurement of goods or ises/through written or verbal
guotations are as follows -

(@) guotations must be obtained from at leastetlaiéferent providers preferably
from, but not limited to, providers whose names egppon the list of
accredited prospective providers of the //KharasHdunicipality provided
that if quotations are obtained from providers wéu@ not listed, such
providers must meet the listing criteria set oupamagraph 14(1)(b) and (c) of
this Policy;

(b) where no suitable accredited service providees available from the list,
quotations may be obtained from other possiblevigess not on the list,
provided that such service providers meet thenljstcriteria set out in
paragraph 14(1)(b) and (c) of this policy.

(c) to the extent feasible, providers must be estpd to submit such quotations in
writing;
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(1)

(2)

(d)

(€)

(f)

(9)
(h)

()

if it is not possible to obtain at least thrgeotations, the reasons must be
recorded and reported quarterly to the accountifigeo or another official
designated by the accounting officer;

the accounting officer must record the naméshe potential providers
requested to provide such quotations with theitegiprices;

if a quotation was submitted verbally, the @rdnay be placed only against
written confirmation by the selected provider; and

any other condition determined by the //Khdeas Municipal Council.

The municipality will investigate and utilize vaus other options to advertise
bids/quotations viz. community boards, the librgpyplic buildings, police
station, etc. This is to ensure that the munidipélied to obtain at least three
quotations.

In cases where there are only a few supplierscértain goods and, vehicle
repairs, the municipality will then use these sigrplon a rotation basis, in
order to give everybody a chance. This practick enly be utilized in
exceptional cases. As soon as more suppliers eevailable, such goods /
services will be provided via the database.

Formal written price quotations

The conditions for the procurement of goodseawices through formal
written price quotations are as follows -

(@)

(b)

(€)

(d)

(e)

guotations must be obtained in writing fromeatst three different providers
whose names appear on the list of accredited pctgpeproviders of the
/[Khara Hais Municipality;

guotations may be obtained from providers ah® not listed, provided that
such providers meet the listing criteria set oupamagraph 14(1)(b) and (c) of
this Policy;

if it is not possible to obtain at least thigaotations, the reasons must be
recorded and approved by the chief financial offimean official designated
by the chief financial officer;

the accounting officer must record the namiethe potential providers and
their written quotations; and

any other condition determined by the //KHdaés Municipal Council.

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

(@)

Procedures for procuring goods or services tbugh written or verbal quotations
and formal written price quotations

The accounting officer must determine the operalipnocedure for the procurement
of goods or services through written or verbal gtiohs or formal written price
guotations, which must stipulate —

€)) that when using the list of accredited prospecproviders the accounting
officer must promote ongoing competition amongsbvpers by inviting
providers to submit quotations on a rotation basis;

(b) that all requirements in excess of R 30,00@TMncluded) that are to be
procured by means of formal written price quotagiomust, in addition to the
requirements of paragraph 17, be advertised fdeadt seven days on the
website and an official notice board of the //KhEias Municipality;

The revised PPPFA prescripts are applicable, eigt Bystem and Status level
verification certificates [score cards] must be leggp in the adjudication
process. Please refer to paragraph 19 [3] foerdetail.

(c) that offers received must be evaluated on mpavative basis taking into
account unconditional discounts;

(d) that the accounting officer or chief financadficer must on a monthly basis
be notified in writing of all written or verbal qtadtions and formal written
price quotations accepted by an official actingeirms of a sub delegation;

(e) that offers below R 30,000 (VAT included) must awarded based on
compliance to specifications and conditions of cactt ability and capability
to deliver the goods and services and lowest price;

() that acceptable offers between R 30,000 and R20Q\AT included, which
are subject to the preference points system (PR#Pi8Aassociated regulations)
as set out in Appendix A of this Policy, must beaased to the bidder who's
offer is according to specifications, has theigbib deliver and is compliant
with all the other requirements and scored thedsgpoints.

(9) Minimum requirements for proper record keepimgst be complied with.
Competitive bids process

Goods or services above a transaction valle 200,000 (VAT included) and long
term contracts may only be procured through a caithge bidding process, subject
to paragraph 11(2) of this Policy.

No requirement for goods or services aboveesiimated transaction value of R
200,000 (VAT included), may deliberately be sptita parts or items of lesser value
merely for the sake of procuring the goods or sewiotherwise than through a
competitive bidding process.
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The 80 / 20 principle is applicable; 80 poifs price and 20 points for B-BBEE
status level verification certificates. The 20 gsiwill be standard as follows;

B-BBEE Status Level of Number of points [80/20]| Number of points [90/10]
Contributor
1 20 10
2 18 9
3 16 8
4 12 5
5 8 4
6 6 3
7 4 2
8 2 1
Non-compliant 0 0
Contributor

The points scored for price must be added to thetpacored for B-BBEE status
level of contribution to obtain the bidder’s topaints scored out of 100.

A bid must not be disqualified from the bidding pess if the bidder does not submit
a certificate substantiating the B-BBEE status llese contribution or is a non-
compliant contributor. Such a bidder will scoreld of a maximum of 10 or 20 points
for B-BBEE status.

PLEASE NOTE: [a] The 80/20 point system is applicable from RBD [all taxes
included] up to R1million [all taxes included] [Phe 90/10 point system is applicable
to bids invited exceeding R 1million [all taxes lubed]

This should not be interpreted that quotationslEmvited for up to R 1million.

The threshold for the invitation of quotations didt change and it is still at R200
000.

Note: Quotations can only be invited not exceeding R @0QO.

Process for competitive bidding

The procedures for the following stages of a coitiget bidding process are as
follows:

(@) Compilation of bidding documentation as detaih paragraph
(b) Public invitation of bids as detailed in paiaggh 22;
(© Site meetings or briefing sessions as detailgragraph 22;

(d) Handling of bids submitted in response to mulmvitation as detailed in
paragraph 23;



(€)
(f)
(9)

(h)

(i)

()

(k)

Evaluation of bids as detailed in paragraph 28
Award of contracts as detailed in paragraph 29

Administration of contracts. After approval afbid, the accounting officer
and the bidder must enter into a written agreenad;

Sub-contracting

A bidder must not be awarded the points claimedBeéBBEE status level
contribution if it is indicated in the bid documsrthat such a bidder intends
sub-contracting more than 25% of the contract vatuany other enterprise
that does not qualify for at least the same nundbgroints that the bidder
gualifies for, unless the intended sub-contractoran EME that has the
capacity to execute the sub-contract.

A contractor is not allowed to sub-contract morantl25% of the contract
value to another enterprise that does not haveqaal eor higher B-BBEE
status level, unless the intended sub-contractan IEME that has the capacity
and ability to execute the sub-contract.

Evaluation of bids that scored equal points
In the event that two or more bids have scored leptal, the successful bid
must be the one that scored the highest point8-BBEE.

If two or more bids have equal points, includingigigpreference points for B-
BBEE, the successful bid must be the one scorimg highest points for
functionality, if functionality is part of the euadtion process.

In the event that two or more bids are equal irredpects, the award must be
decided by drawing lots.

Cancellation and re-invitation of bids

In the application of the 80/20 point systemalf bids received exceed R1
million, the bid must be cancelled. If one or maifethe acceptable bid[s]
received are within the R 1 million thresholds, bitls received must be
evaluated on the 80/20 preference point system.

In the application of the 90/10 preference poirgtes, if all bids received are
equal or below R1million, the bid must be cancellédone or more of the
acceptable bid[s] received are above the R1miliimashold, all bids received
must be evaluated on the 90/10 preference poitersys

If a bid was cancelled as indicated above, theecopreference point system
must be stipulated in the bid documents of thenwited bid.

Awarding of contracts

A contract must be awarded to the bidder who sctitedhighest total number
of points in terms of the preference point systeoints scored must be
rounded off to the nearest 2 decimal places.
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()

(m)

In exceptional circumstances a contract may, osamgble and justifiable
grounds be awarded to a bidder that did not sdoeehighest number of
points. The reasons for such a decision must peoapd and recorded for
audit purposes and must be defendable in a colatof

Sale and letting of assets
The Preferential Procurement Regulations, 2011nat@pplicable to the sale
and letting of assets.

In instances where assets are sold or leased, agswe a bidding process, the
bid must be awarded to the bidder with the higpese

Proper record keeping. Original / legal copésvritten contracts agreements
should be kept in a secure place for referenceqseg

Bid documentation for competitive bids

The criteria to which bid documentation for a cotitpe bidding process must
comply, must -

(@)

(b)

(©)

(d)

take into account -

(1) the general conditions of contract and anycsdeconditions of
contract, if specified,;

(i) any Treasury guidelines on bid documentatigm

(i)  the requirements of the Construction Indysevelopment Board, in
the case of a bid relating to construction, upgrgdir refurbishment of
buildings or infrastructure;

include the preference points system to bd,upeals as contemplated in
the Preferential Procurement Regulations and etialuaand adjudication
criteria, including any criteria required by otlaaplicable legislation;

compel bidders to declare any conflict of e they may have in the
transaction for which the bid is submitted,;

if the value of the transaction is expectedeti@eed R 10 million (VAT
included), require bidders to furnish-

0] if the bidder is required by law to preparenaal financial statements

for auditing, their audited annual financial stagens -

(aa) for the past three years; or

(bb)  since their establishment if established rdurihe past three
years;

(i) a certificate signed by the bidder certifyirigat the bidder has no
undisputed commitments for municipal services talsara
municipality or other service provider in respetwhich payment is
overdue for more than 30 days;
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(1)

(2)

)
(4)

(5)

(e)

(f)

(9)

(i)  particulars of any contracts awarded to théder by an organ of state
during the past five years, including particulafsany material non-
compliance or dispute concerning the executioruohgontract;

(iv)  a statement indicating whether any portiorthef goods or services are
expected to be sourced from outside the Repubfid, & so, what
portion and whether any portion of payment from timenicipality or
municipal entity is expected to be transferredaiuhe Republic;

stipulate that disputes must be settled byns:ieaf mutual consultation,
mediation (with or without legal representation), when unsuccessful, in a
South African court of law; and

The Accounting Officer reserves the right tgpstate such a dispute to be
settled utilizing a court of law preferably withihe municipal boundaries or
as close as possible to the municipal boundaries

any other criteria determined by the //Khideas Municipal Council.

Public invitation for competitive bids

The procedure for the invitation of compettivids is as follows:

(@)

(b)

any invitation to prospective providers to mitbbids must be by means of a
public advertisement in newspapers commonly citewgdocally, the website
of the //Khara Hais Municipality or any other apprate ways (which may
include an advertisement in the Government Tenddéet); and

the information contained in a public advenigent, must include -

0] the closure date for the submission of bidsiclr may not be less than
30 days in the case of transactions over R 10anil{MAT included),
or which are of a long term nature; or 14 daysriy ather case, from
the date on which the advertisement is placed nevaspaper, subject
to subparagraph (2) of this policy;

(i) a statement that bids may only be submittedhee bid documentation
provided by the //Khara Hais Municipality; and

(i)  date, time and venue of any proposed siteetings or briefing
sessions;

The accounting officer may determine a closlate for the submission of bids which
is less than the 30 or 14 days requirement, bug trduch shorter period can be
justified on the grounds of urgency or emergencgry exceptional case where it is
impractical or impossible to follow the officialgmurement process.

Bids submitted must be sealed.

Where bids are requested in electronic forraath bids must be supplemented by
sealed hard copies.

Any other condition(s) determined by the //kh&lais Municipal Council.
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(1)

(2)

25.

(1)

Procedure for handling, opening and recording fobids

The procedures for the handling, opening and recgrof bids, are as follows:

(@) Bids-

0] must be opened only in public;

(i) must be opened at the same time and as seopossible after the
period for the submission of bids has expired; and

(i)  received after the closing time should nat tonsidered and returned
unopened immediately.

(b) Any bidder or member of the public has thdtitp request that the names of
the bidders who submitted bids in time must be @madand, if practical, also
each bidder’s total bidding price;

(c) No information, except the provisions in sutgggaph (b), relating to the bid
should be disclosed to bidders or other personit thet successful bidder is
notified of the award; and

(d) The accounting officer must -

(1) record in a register all bids received in time
(i) make the register available for public inspec; and
(i) publish the entries in the register and bie results on the website.

Negotiations with preferred bidders

The accounting officer may negotiate the fitalms of a contract with bidders

identified through a competitive bidding processpasferred bidders, provided that

such negotiation -

(@) does not allow any preferred bidder a secaondchtair opportunity;

(b) is not to the detriment of any other bidder a

(© does not lead to a higher price than the bidudbmitted.

Minutes of such negotiations must be keptéaord purposes.

Two-stage bidding process

A two-stage bidding process is allowed for -

(@) large complex projects;

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

(c) long term projects with a duration period eedieg three years.
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(1)

(@)

3)

(4)

(5)

27.

(1)

(2)

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

In the second stage final technical propoaatspriced bids should be invited.
Committee system for competitive bids

A committee system for competitive bids is digr established, consisting of the
following committees for each procurement processluster of procurements as the
accounting officer may determine:

@) a bid specification committee;

(b) a bid evaluation committee; and

(c) a bid adjudication committee.

The accounting officer appoints the membersaafh committee, taking into account
section 117 of the Act.

A neutral or independent observer, appointethb accounting officer, must attend or
oversee a committee when this is appropriate feumrng fairness and promoting
transparency.

The committee system must be consistent with -

(@) paragraph 27, 28 and 29 of this Policy; and

(b) any other applicable legislation.

The accounting officer may apply the commit®estem to formal written price
guotations.

Bid specification committees

A bid specification committee must compile #pecifications for the procurement of
goods or services by the //Khara Hais Municipality.

Specifications -

€)) must be drafted in an unbiased manner to allbywotential suppliers to offer
their goods or services;

(b) must take account of any accepted standaatsasithose issued by Standards
South Africa, the International Standards Orgarosat or an authority
accredited or recognised by the South African NeticAccreditation System
with which the equipment or material or workmansstould comply;
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28.

(1)

(2)

(©)

(d)

(e)

(f)

(9)

must, where possible, be described in termpesformance required rather
than in terms of descriptive characteristics faige;

may not create trade barriers in contract irequents in the form of
specifications, plans, drawings, designs, testimg) test methods, packaging,
marking or labeling of conformity certification;

may not make reference to any particular tnadek, name, patent, design,
type, specific origin or producer unless theredsother sufficiently precise or

intelligible way of describing the characteristiokthe work, in which case

such reference must be accompanied by the wordvalgat”;

must indicate each specific goal for whichrgeimay be awarded in terms of
the points system set out in the Preferential Rmuent Regulations 2011 and
as set out in Appendix A of this Policy; and

must be approved by the accounting officeromprio publication of the
invitation for bids in terms of paragraph 22 ofstRiolicy.

A bid specification committee must be composédne or more officials of the
/I[Khara Hais Municipality preferably the managespensible for the function
involved, and may, when appropriate, include extkespecialist advisors.

No person, advisor or corporate entity invdlweth the bid specification committee,
or director of such a corporate entity, may biddoy resulting contracts.

Bid evaluation committees

A bid evaluation committee must -

(@)

(b)
()

(d)

evaluate bids in accordance with -

(1) the specifications for a specific procuremeartg
(i) the points system set out in terms of parpgra7(2)(f);

evaluate each bidder’s ability to executedbmetract;

check in respect of the recommended biddethanenunicipal rates and taxes
and municipal service charges are not in arreark, a

submit to the adjudication committee a reord recommendations regarding
the award of the bid or any other related matter.

A bid evaluation committee must as far as fs$He composed of-

(@)
(b)

officials from departments requiring the goodservices; and

at least one supply chain management praotiticof the //Khara Hais
Municipality.
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(1)

(@)

()

(4)

(5)

Bid adjudication committees

A bid adjudication committee must -

(@)
(b)

consider the report and recommendations abithevaluation committee; and

either -

(1) depending on its delegations, make a finalrawa a recommendation

to the accounting officer to make the final awand;

(i) make another recommendation to the accountfficer how to

proceed with the relevant procurement.

A bid adjudication committee must consist bfeast four senior managers (directors
of //Khara Hais Municipality) of the //Khara Haisudicipality which must include -

(@)

(b)

(©)

the chief financial officer or, if the chiehéncial officer is not available,
another manager in the budget and treasury oféperting directly to the
chief financial officer and designated by the clitre&ncial officer; and

at least one senior supply chain managemetiponer who is an official
of the //Khara Hais Municipality; and

a technical expert in the relevant field wlaoan official, if such an expert
exists. Outside technical experts can also be tedpphey must leave the
meeting after advice has been given. Only standargmittee embers can
be involved in final deliberation and recommendagior final approval.

The accounting officer must appoint the chetispn of the committee. If the
chairperson is absent from a meeting, the membeatseacommittee who are present

must elect one of them to preside at the meeting.

Neither a member of a bid evaluation commjttem an advisor or person assisting
the evaluation committee, may be a member of atjddication committee.

(@)

(b)

If the bid adjudication committee decidesaward a bid other than the one
recommended by the bid evaluation committee, theé &djudication
committee must prior to awarding the bid -

0] check in respect of the preferred bidder wkethhat bidder’s
municipal rates and taxes and municipal servicagdsaare not in

arrears, and;
(i) notify the accounting officer in writing.

The accounting officer may -

0] after due consideration of the reasons fordéeiation, ratify or reject
the decision of the bid adjudication committee mefé to in paragraph

(a); and
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30.

(1)

(2)

@)

31.

(1)

(@)

3)

(i) if the decision of the bid adjudication conitee is rejected, refer the
decision of the adjudication committee back to tbammittee for
reconsideration.

The accounting officer may at any stage of idding process, refer any
recommendation made by the evaluation committeth@radjudication committee
back to that committee for reconsideration of gta@mmendation.

The accounting officer must comply with sentibl4 of the Act within 10 working
days.

For the purposes of continuity and not to deteetings the Accounting Officer may
also appoint any official to temporarily replace miers that are absent from
meetings due to iliness, leave, etc. The Accogniifficer may also decide whether
or not such an official will have the same powersammittee members.
Procurement of banking services

A contract for banking services -

€)) must be procured through competitive bids;

(b) must be consistent with section 7 or 85 ofAkt and

(c) may not be for a period of more than five geara time.

The process for procuring a contract for bagkservices must commence at least
nine months before the end of an existing contract.

The closure date for the submission of bidg n@ be less than 60 days from the date
on which the advertisement is placed in a newspapéerms of paragraph 22(1).
Bids must be restricted to banks registered in seofithe Banks Act, 1990 (Act No.
94 of 1990).

Procurement of IT related goods or services
The accounting officer may request the Staterination Technology Agency (SITA)
to assist with the acquisition of IT related goasservices through a competitive

bidding process.

Both parties must enter into a written agresinte regulate the services rendered by
and the payments to be made to SITA.

The accounting officer must notify SITA togetlwith a motivation of the IT needs if

(@) the transaction value of IT related goodseawvises required in any financial
year will exceed R 50 million (VAT included); or

(b) the transaction value of a contract to be pred whether for one or more
years exceeds R 50 million (VAT included).
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(1)

(2)

33.

(1)

(2)

34.

If SITA comments on the submission and thédn&ka Hais Municipality disagree with
such comments, the comments and the reasons &mutingj or not following such
comments must be submitted to the //Khara Hais Mpal Council, the National
Treasury, the relevant provincial treasury andAbditor General.

Procurement of goods and services under contts secured by other organs of
state

The accounting officer may procure goods awises under a contract secured by
another organ of state, but only if -

(@) the contract has been secured by that othganoof state by means of a
competitive bidding process applicable to that orgastate;

(b) there is no reason to believe that such conivas not validly procured;
(c) there are demonstrable discounts or benefidotso; and

(d) that other organ of state and the providerehansented to such procurement
in writing.

Subparagraphs (1)(c) and (d) do not apply if -

(@) a municipal entity procures goods or servibesugh a contract secured by its
parent municipality; or

(b) a municipality procures goods and servicesuph a contract secured by a
municipal entity of which it is the parent munidipa

Procurement of goods necessitating special saf arrangements

The acquisition and storage of goods in buaithér than water), which necessitate
special safety arrangements, including gassesweidshould be avoided where ever
possible.

Where the storage of goods in bulk is judtifisuch justification must be based on
sound reasons, including the total cost of ownershiost advantages and
environmental impact and must be approved by thewatting officer.

Proudly SA Campaign

The //Khara Hais Municipality supports the Prou8l Campaign to the extent that,
all things being equal, preference is given to pring local goods and services from:

(@) Firstly - suppliers and businesses withinrthaicipality or district;
(b) Secondly - suppliers and businesses withinmglevant province;

(c) Thirdly - suppliers and businesses within Republic.
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(1)

(2)

®3)

(4)

36.

(1)

Appointment of consultants

The accounting officer may procure consultsggvices provided that any Treasury
guidelines in respect of consulting services aieeriainto account when such
procurements are made.

Consultancy services must be procured thraoghpetitive bids if -
@) the value of the contract exceeds R 200,0@0r(Mcluded); or
(b) the duration period of the contract exceeds ywaar.

In addition to any requirements prescribedHhy policy for competitive bids, bidders
must furnish particulars of -

(@) all consultancy services provided to an omfestate in the last five years; and

(b) any similar consultancy services provided nooagan of state in the last five
years.

The accounting officer must ensure that cagyrin any document produced, and the
patent rights or ownership in any plant, machinémng, system or process designed
or devised, by a consultant in the course of thesgaltancy service is vested in
//Khara Hais Municipality.

Deviation from, and ratification of minor breaches of, procurement processes
The accounting officer may -

(@) dispense with the official procurement proesssstablished by this Policy and
to procure any required goods or services through @nvenient process,
which may include direct negotiations, but only -

0] in an emergency;,

()(a) the possibility of human injury or death,

()(b the prevalence of human suffering or depromabf rights,

()(c) the possibility of damage to property, offfsting and death of
livestock and animals,

()(d) the interruption of essential services, luiing transportation
and communication facilities or support serviceical to the
effective functioning of the municipality as a whpl

()(e) the possibility of serious damage occurritg the natural
environment,

()(f) the possibility that failure to take necegsaction may result in
the municipality not being able to render an esaeobmmunity
service,

()(g) the possibility that the security of the tstacould be
compromised.
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(2)
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(i) if such goods or services are produced orilabke from a single
provider only;

(i)  for the acquisition of special works of ast historical objects where
specifications are difficult to compile;

(iv)  acquisition of animals for zoos and/or natarel game reserves; or

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

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

The accounting officer must record the reast@rsany deviations in terms of
subparagraphs (1)(a) and (b) of this policy andretfnem to the next meeting of the
//[Khara Hais Municipal Council and include it asnate to the annual financial
statements.

Subparagraph (2) does not apply to the procent of goods and services
contemplated in paragraph 11(2) of this policy.

Management of expansion or variation of orderagainst the original contract

Contracts may be expanded or varied by notentimain 20% for construction related
goods, services and /or infrastructure projects B%b for all other goods and/or
services of the original value of the contract.tRermore, anything beyond the above
mentioned thresholds must be reported to counaly Axpansion or variation in
excess of these thresholds must be dealt withrinst®f the provisions of Section 116
(3) of the MFMA which will be regarded as an ameedirof the contract.

The contents of this paragraph are not applkcéo transversal contracts, facilitated
by the relevant treasuries on behalf of municipaiaind specific term contracts. The
latter refers to orders placed as and when commesdite required and at the time of
awarding contracts, the required quantities wekaawn.

Local Content

The Preferential Procurement Regulations, 2011apeng to the Preferential
Procurement Policy Framework Act, Act No 5 OF 20@@ich came into effect on
7 December 2011 make provision for the dti to desig sectors in line with national
development and industrial policies for local proion. To this end the dti has
designated and determined the stipulated minimurastiolds for the following
sectors:

- Bus Sector 70 - 80 %
- Pylons 100 %

- Rolling Stock 55 -80 %
- Textiles 100%

- Processed Vegetables 80 %

- Set Top Boxes 30 %
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(1)

(2)

)

- Furniture Products from 65 to 100%
Note: Other designated sectors may be added by dtiumefu

When inviting bids/quotations where local contenapplicable, municipalities must
indicate this in the bid advertisement. The MBIR,6SABS Specification SATS
1286:2011, and dti Guidance on the calculationkcdl content [available on dti's
official website http://www.thedti.gov.zh should also be included in the bid
documents/quotations.

The supplier has to proof that the product he effdnes indeed comply with the

stipulated thresholds. In order to do this theeethree annexures which the supplier
has to fill in and submit together with the bid doeent/quotation. These forms are
also available on the dti Guidance on the calauteatiof Local content. It is advisable

that municipalities attach the Guidance documerthébid documents/quotations in

order to assist the suppliers to fill in the biccdments.

A two stage evaluation process may be followed:

- First stage: calculate if the bidder adheres to liwal content percentage
requirement

- Second stage: Only the bidders who comply with [dwal content percentage
requirement will be evaluated further.

Unsolicited bids

In accordance with section 113 of the Act ¢hés no obligation to consider
unsolicited bids received outside a normal bidgingress.

The accounting officer may decide in termsse€tion 113(2) of the Act to consider
an unsolicited bid, only if -

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

(b) the product or service will be exceptionallnieficial to, or have exceptional
cost advantages;

(c) the person who made the bid is the sole pevvad the product or service; and

(d) the reasons for not going through the nornddibg processes are found to be
sound by the accounting officer.

If the accounting officer decides to consider unsolicited bid that complies with
subparagraph (2) of this policy, the decision niaesimade public in accordance with
section 21A of the Municipal Systems Act, togetivéh -

(@) reasons as to why the bid should not be opethier competitors;



(4)

(5)

(6)

(7)

(8)

9)

40.

(1)

(b) an explanation of the potential benefits & timsolicited bid were accepted,;
and

(c) an invitation to the public or other potentiglppliers to submit their
comments within 30 days of the notice.

The accounting officer must submit all writt@omments received pursuant to
subparagraph (3), including any responses fronutiselicited bidder, to the National
Treasury and the relevant provincial treasury fanment.

The adjudication committee must consider theolicited bid and may award the bid
or make a recommendation to the accounting offadepending on its delegations.

A meeting of the adjudication committee to sidier an unsolicited bid must be open
to the public.

When considering the matter, the adjudicatiommittee must take into account -
(@) any comments submitted by the public; and

(b) any written comments and recommendations efNhational Treasury or the
relevant provincial treasury.

If any recommendations of the National Tregsarprovincial treasury are rejected or
not followed, the accounting officer must submithe Auditor  General, the
relevant provincial treasury and the National Tuepshe reasons for rejecting or not
following those recommendations.

Such submission must be made within seven dégs the decision on the award of
the unsolicited bid is taken, but no contract cotting the //Khara Hais Municipality
to the bid may be entered into or signed withirdd@9s of the submission.

Combating of abuse of supply chain managemesystem
The accounting officer must-

€)) take all reasonable steps to prevent abudbeoSupply chain management
system;

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

(1) take appropriate steps against such offigialther role player; or
(i) report any alleged criminal conduct to the u8vo African Police
Service;

(c) check the National Treasury’'s database promawarding any contract to
ensure that no recommended bidder, or any of mscttirs, is listed as a
person prohibited from doing business with the mudéctor;



(2)

3)

(d) reject any bid from a bidder-

(1) if any municipal rates and taxes or municipatvice charges owed by
that bidder or any of its directors to the //Khbkais Municipality or to
any other municipality or municipal entity, aredrrears for more than
three months; or

(i) who during the last five years has failedorform satisfactorily on a
previous contract with the //Khara Hais Municipalior any other
organ of state after written notice was given tattibidder that
performance was unsatisfactory;

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

() cancel a contract awarded to a person if -

0] the person committed any corrupt or fraudukettduring
the bidding process or the execution of the cofitac

(i) an official or other role player committedyaocorrupt or
fraudulent act during the bidding process or thecekon of the
contract that benefited that person; and

(9) reject the bid of any bidder if that bidderamy of its directors -

0] has abused the supply chain management systeihe //Khara Hais
Municipality or has committed any improper conductrelation to
such system;

(i) has been convicted for fraud or corruptiomidg the past five years;

(i) has wilfully neglected, reneged on or faildd comply with any
government, municipal or other public sector casttiduring the past
five years; or

(iv)  has been listed in the Register for TendefaDkers in terms of section
29 of the Prevention and Combating of Corrupt Atitg Act (No 12
of 2004).

The accounting officer must inform the Natibdaeasury and relevant provincial
treasury in writing of any actions taken in ternfisabparagraphs (1)(b)(ii), (e) or (f)
of this policy.

The accounting officer [who may delegate thsktto the CFO] must, as part of
complying with section 62[1][d] of the MFMA set ugnd maintain a register of
Unauthorised, Irregular, Fruitless and Wasteful ébgitures. The aim with the
register is also to serve as a tool for recordihgreauthorised, irregular, fruitless and
wasteful expenditures and for tracking progressiealing with the consequences
flowing from such expenditures until all the issulat gave rise to the expenditures
are properly resolved in accordance with the ldgahework. Please also consult
National Treasury MFMA Circular 68 dated 10 May 304 this regard.



Part 3: Logistics, Disposal, Risk and Performance lnagement
41. Logistics management

The accounting officer must establish and implenaaneffective system of logistics
management, which must include -

@) the monitoring of spending patterns on typeslasses of goods and services
incorporating, where practical, the coding of it ensure that each
item has a unique number;

(b)  the setting of inventory levels that includesimum and maximum levels
and lead times wherever goods are placed in stock;

(© the placing of manual or electronic ordersdtbracquisitions other than those
from petty cash;

(d) before payment is approved, certification bg tesponsible officer that the
goods and services are received or rendered oratithés in accordance with
the order, the general conditions of contract apeécsications where
applicable and that the price charged is as quatezrms of a contract;

(e) appropriate standards of internal control amatehouse management to
ensure that goods placed in stores are securerdpdiged for the purpose
for which they were purchased,

() regular checking to ensure that all assetduding official vehicles are
properly managed, appropriately maintained and amdgd for official
purposes; and

(9) monitoring and review of the supply vendor fpenance to ensure
compliance with specifications and contract coodsi for particular goods or
services.

42. Disposal management

(2) The accounting officer must establish an effecsystem of disposal management for
the disposal or letting of assets, including unseable, redundant or obsolete assets,
subject to sections 14 and 90 of the Act.

(2) The disposal of assets must -
(@ be by one of the following methods -

(1) transferring the asset to another organ aestaterms of a provision
of the Act enabling the transfer of assets;

(i) transferring the asset to another organ atesat market related value
or, when appropriate, free of charge;

(i)  selling the asset; or

(iv)  destroying the asset;



43.

(1)

(@)

(b)

()

d)

provided that -

(1) immovable property may be sold only at markedated prices except
when the public interest or the plight of the pdemands otherwise;

(i)  movable assets may be sold either by way wtten price quotations, a
competitive bidding process, auction or at markefated prices,
whichever is the most advantageous;

(i) in the case of the disposal of firearms, ta&tional Conventional Arms
Control Committee has approved any sale or donaifofirearms to
any person or institution within or outside the Riglc; and

(iv) in the case of the free disposal of comp@guipment, the provincial
department of education must first be approacheddicate within 30
days whether any of the
local schools are interested in the equipment;

furthermore ensure that -

0] immovable property is let at market relatedesaexcept when the
public interest or the plight of the poor demantieowise;

(i) all fees, charges, rates, tariffs, scaleteet or other charges relating to
the letting of immovable property are annually eswed; and

ensure that where assets are traded in for @tbgets, the highest possible
trade-in price is negotiated.

Risk management

The accounting officer must establish an eifecsystem of risk management for the
identification, consideration and avoidance of pt## risks in the supply chain
management system.

Risk management must include -

(@)
(b)
(©)

(d)

(€)

the identification of risks on a case-by-claasis;
the allocation of risks to the party bestedito manage such risks;

acceptance of the cost of the risk where & of transferring the risk is
greater than that of retaining it;

the management of risks in a pro-active maamerthe provision of adequate
cover for residual risks; and

the assignment of relative risks to the cantiing parties through clear and
unambiguous contract documentation.
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Part 4:

45.

(1)

(2)

3)

46.

47.

Performance management

The accounting officer must establish and implenagninternal monitoring system in
order to determine, on the basis of a retrospecnaysis, whether the authorised
supply chain management processes were followedvaether the objectives of this
Policy were achieved.

Other matters

Prohibition on awards to persons whose tax mi&rs are not in order

No award above R 15,000 may be made in tedfntisis Policy to a person whose tax
matters have not been declared by the South Affmarenue Service to be in order.

Before making an award to a person the acoawgirdfficer must first check with
SARS whether that person’s tax matters are in order

If SARS does not respond within 7 days sudsq@®s tax matters may for purposes
of subparagraph (1) be presumed to be in order.

Prohibition on awards to persons in the servecof the state

Irrespective of the procurement process followeraward may be made to a person
in terms of this Policy -

€)) who is in the service of the state;

(b) if that person is not a natural person, ofclhany director, manager, principal
shareholder or stakeholder is a person in the sepfithe state; or

(© a person who is an advisor or consultant emtéd with the //Khara Hais
Municipality.

Awards to close family members of persons ité service of the state

The accounting officer must ensure that the natethé annual financial statements
disclose particulars of any award of more than B®0@,to a person who is a spouse,
child or parent of a person in the service of ttaes or has been in the service of the
state in the previous twelve months, including -

(@) the name of that person;

(b) the capacity in which that person is in theviee of the state; and

(© the amount of the award.



48.

(1)

(@)

49.

(1)

(2)

@)

Ethical standards

A code of ethical standards as set out in Apdpe B to this Policy is hereby
established for officials and other role playershi@ supply chain management system
of the //Khara Hais Municipality in order to prorect

(@) mutual trust and respect; and

(b) an environment where business can be condwatédintegrity and in a fair
and reasonable manner.

A breach of the code of ethics must be deth as follows -

@) in the case of an employee, in terms of theeiplinary procedures of the
/[Khara Hais Municipality envisaged in section §{@l of the Municipal
Systems Act;

(b) in the case of a role player who is not an leyge, through other appropriate
means in recognition of the severity of the breach.

(© In all cases, financial misconduct must betdedh in terms of chapter 15 of
the Act.

Inducements, rewards, gifts and favours to muaipalities, officials and other
role players

No person who is a provider or prospectivevyier of goods or services, or a
recipient or prospective recipient of goods displogeto be disposed of may either
directly or through a representative or intermed@omise, offer or grant -

(@) any inducement or reward to the //Khara HaisinMipality for or in
connection with the award of a contract; or

(b) any reward, gift, favour or hospitality to -

0] any official; or
(i) any other role player involved in the implentation of this Policy.

The accounting officer must promptly reportyamlleged contravention of
subparagraph (1) to the National Treasury for atersnig whether the offending
person, and any representative or intermediaryutiirovhich such person is alleged
to have acted, should be listed in the NationalaSuey’'s database of persons
prohibited from doing business with the public sect

Subparagraph (1) does not apply to giftsfeas R 350 in value.
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51.

52.

(1)

(2)

@)

(4)

Sponsorships

The accounting officer must promptly disclose te tNational Treasury and the
relevant provincial treasury any sponsorship prechioffered or granted, whether
directly or through a representative or intermediay any person who is -

(@) a provider or prospective provider of goods@mwices; or

(b) a recipient or prospective recipient of godagposed or to be disposed.
Objections and complaints

Persons aggrieved by decisions or actions takéneinmplementation of this supply
chain management system, may lodge within 14 dayke decision or action, a
written objection or complaint against the decistoraction.

Resolution of disputes, objections, complainend queries

The accounting officer must appoint an indejggr and impartial person, not directly
involved in the supply chain management processes -

@) to assist in the resolution of disputes betwiw //Khara Hais Municipality
and other persons regarding -

0] any decisions or actions taken in the impletagon of the supply
chain management system; or

(i) any matter arising from a contract awardedha course of the supply
chain management system; or

(b) to deal with objections, complaints or queriegarding any such decisions or
actions or any matters arising from such contract.

The accounting officer, or another officialstgnated by the accounting officer, is
responsible for assisting the appointed person édopm his or her functions
effectively.

The person appointed must -

(@) strive to resolve promptly all disputes, objmts, complaints or queries
received; and

(b) submit monthly reports to the accounting @fion all disputes, objections,
complaints or queries received, attended to orvedo

A dispute, objection, complaint or query magy fieferred to the relevant provincial
treasury if -

€)) the dispute, objection, complaint or quergas resolved within 60 days; or

(b) no response is forthcoming within 60 days.



(5)

(6)

53.

54

(1)

(2)

55.

56.

(1)

If the provincial treasury does not or canresolve the matter, the dispute, objection,
complaint or query may be referred to the Natidimakasury for resolution.

This paragraph must not be read as affectipgraon’s rights to approach a court at
any time.

Contracts providing for compensation based oturnover

If a service provider acts on behalf of the //Khias Municipality to provide any
service or act as a collector of fees, service gdmor taxes and the compensation
payable to the service provider is fixed as an edjqgercentage of turnover for the
service or the amount collected, the contract betwine service provider and the
//Khara Hais Municipality must stipulate -

@) a cap on the compensation payable to thecgepvovider; and

(b) that such compensation must be performancedbas

Application

These regulations apply to organs of stateoatemplated in section 1 (iii) of the Act

and all public entities listed in schedules 2, 3R, 3C and 3D to the Public Finance

Management Act, 1999, Act No. 1 of 1999, (as aménaye Act 29 of 1999) and

municipal entities.

An organ of state contemplated in sub-regoihaifl) must, unless the Minister of

Finance has directed otherwise, only apply a peetél procurement system which is

in accordance with the Act and these regulations.

Planning and stipulation of preference pointystem to be utilized

An organ of state must, prior to making an invitatfor tenders-

(@) properly plan for, and, as far as possible, acelyastimate the costs of the
provision of services, works or goods for whichiavitation for tenders is to

be made;

(b) determine and stipulate the appropriate pesiez point system to be utilized
in the evaluation and adjudication of the tendanst

(c) determine whether the services, works or gdodsvhich an invitation for
tenders is to be made has been designated forpoadlction and content In
terms of regulation 9.

Evaluation of tenders on functionality

An organ of state must indicate in the invitattorsubmit a tender if that tender will
be evaluated on functionality.



(2) The evaluation criteria for measuring functibty must be objective.
3) When evaluating tenders on functionality, the-

€)) evaluation criteria for measuring functionglit

(b) weight of each criterion;

(© applicable values; and

(d) minimum qualifying score for functionality, rsiube clearly specified in the
invitation to submit a tender.

4) No tender must be regarded as an acceptaidentd it fails to achieve the minimum
gualifying score for functionality as indicatedtire tender invitation.

5) Tenders that have achieved the minimum qealifon score for functionality must be
evaluated further in terms of the preference psystems prescribed in regulations 5
and

57. Procedure for handling extension of tender

Q) A contract or agreement procured through the sugipdyn management policy of the
municipality or municipal entity may be amendedtihg parties, but only after—

(@) the reasons for the proposed amendment have haed ta the council of the

(1) municipality or, in the case of a municipal entity,the council of its
parent
(i) municipality; and

(b)  the local community—

(1) has been given reasonable notice of the intentmrarhend the
contract or
(i) agreement; and

(i)  has been invited to submit representations to tlhmicipality or
municipal entity.

58. Commencement

This Policy should take effect from the 1 July 2016



Appendix A

PREFERENTIAL PROCUREMENT POINTS SCORING SYSTEM

The purpose of the preferential procurement p@otsing system is to give effect to section
217(2) and (3) of the Constitution and section 2tle# Preferential Procurement Policy
Framework Act, 2000 by providing a framework foe implementation of section 18(f) and
27(2)(f) of the Supply Chain Management Policyhd t/Khara Hais Municipality.

1.

11

1.2

1.3

1.4

15

2.1

2.2

General principles

Points will be awarded on a price and prefiaebasis when goods or services to be
procured can be quantified in a monetary value.

Points will be awarded on a price, functiclyalnd preferential basis when the
services to be procured and the contracts to eyexhinto are to be evaluated on a
gualitative basis as well.

Quotations and bids between a monetary vdide 30,000 and R 1,000,000 will be
evaluated on the 80% / 20% basis. A maximum oftgi¢B0) points will be awarded
for price / functionality and a maximum of twent20) points for preferential
purposes.

Bids with a monetary value of more than R @,000 will be evaluated on the 90% /
10% basis. A maximum of ninety (90) points will d&arded for price / functionality
and a maximum of ten (10) points for preferentiaiposes.

Long term contracts will also be evaluatedren 80% / 20% or 90% / 10% basis
depending on the monetary value of the contraat theelifespan of the contract.

Price point’s basis

Quotations and bids received with a monetamjuer between R 30,000 and R
1,000,000 price points earned will be calculatetbdews:

Ps = 80 x [1 - ((Pt-P min) /P min)]

Where:

Ps = Points scored for price of bid under consitiien
Pt = Rand value of bid under consideration

P min = Rand value of lowest acceptable bid

The maximum price points that can be earned afgye(g0) points.

Bids received with a monetary value above ®@,000 price points earned will be
calculated as follows:

Ps = 90 x [1 - ((Pt - P min) / P min)]
Where:
Ps Points scored for price of bid under consitign

Pt Rand value of bid under consideration



4.1

P min = Rand value of lowest acceptable bid

The maximum price points that can be earned aetn{90) points.
Preferential point’s basis

Functionality point’s basis

The calculation of the functionality perceragore to be earned is set out in Table 4
below.

Table 4: Functionality Percentage Score

W x
(W) V) V)
Criteria Weight | Value | Score
Compliance to Terms of Reference 25
Previous experience and proof of similar work sgstdly concluded| 15
Extensive knowledge of legislation and regulations 10
Format and quality of previous services rendereddoncil 15
Level of expertise and qualifications of personnel 10
Total Weight 75 375 So
Values: 1 = Poor; 2 = Average; 3 = Good; 4 = Vergpd; 5 = Excellent Fp =
%
4.2  Quotations or bids that scored less than a #fsfiftionality percentage (Fp) in Table
4 above where Fp = So / 375 x 100, will be disdjieali
4.3 Functionality will only be applicable to cottsumts or to long term contracts where
the monetary value of the contract cannot be deteaexactly.
5. Preference points claim forms
5.1 The preference points claim forms in terms tbé Preferential Procurement
Regulations, 2001 which are to be used for theepeetial procurement points
scoring system are as follows —
MBD 1 . Invitation to the Bid
MBD 2 : Tax Clearance Requirements
MBD 4 : Declaration of Interest
MBD 6.1: Preference points claim form
MBD 8 : Declaration of bidder’s past supply chaiamagement practices
MBD 9 . Certificate of independent bid determinatio
5.2 These MBD forms are attached as annexurepperdix A.




APPENDIX A
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