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Council resolves in terms of section 111 of the Local Government Municipal Finance Management Act {No. 56
of 2003}, to adopt the following proposal as the Supply Chain Management Policy of the Ugu District
Municipality for the 2014/2015 Financial Year
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1. Introduction

{1) In terms of section 217 of the Constitution of the Republic of South Africa, 1956:

“When an organ of state in the national, provincial or local sphere of government, or any other
institution identified in national legisiation, contracts for goods or services, it must do so in accordance

with a system which is fair, equitable, transparent, competitive and cost-effective.”

Supply Chain Management is a critical support function to ensure effective and efficient service delivery
to achieve the mandates and objectives of the municipality. The diagram below graphically illustrates
the various elements of the supply chain management system and how they interact with the overall

SCM system.

Logistics

Disposal

£ s P i T e e e, S

Central to the SCM system are the four elements of Demand Management, Acquisitions Management,
Logistics Management (Stores) and Disposals Management. Underpinning the entire SCM system are
the two pillars of Supply Chain Performance and the Supplier Database. The SCM system has to be
supported by effective and efficient SCM systems, policies and standard operating procedures that

achieve the overall SCM strategy and objectives.

S
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(2} Demand Management
Demand Management is the first phase of Supply Chain Management. It is the action of assessing ‘what’
good and/or service is needed, and then ‘planning considering local content and product’ when and

how that good and/or service will be acquired.

Demand Management starts with the assessment of, and accepts input from:
v The Integrated Development Plan;
¥ Service Delivery Budget Implementation Plan;
v" Approved Budget; and
v

Existing Contract Register.

A critical output of demand management is the generation of annual procurement plans by the end-
user Departments at the beginning of the financial year that are approved by the Accounting Officer.
Procurement during the year will be guided by these procurement plans, with any deviations thereto
approved by the Accounting Officer. The primary intention of these procurement plans are to identify
goods and services required well in advance, to identify the appropriate procurement method to be
deployed and to implement the necessary procurement processes timecusly to ensure compliance and

that goods and services are procured on time and when needed.

(3) Acquisitions Management
The word ‘acquire” means to obtain or attain something which, in the Government context, may be a
good, warks and/or service that is required to fulfil a need. Acquisitions Management thus refers to the
management of the entire process of acquiring that particular good, works and/or service which
satisfies the need. This process covers the acquiring of the good, works and/or service by implementing

the sourcing strategy determined by Demand Management and the administration thereof.

The primary objective of Acquisitions Management is to fulfil the demand determined by the Demand
Management phase of Supply Chain Management. Acquisitions Management is thus driven by the
Municipality's Procurement Plan and refers to a process of establishing: what will be acquired, when,
how and from where it will be acquired, how much is required and at what price, as well as contracting
with the vendor. The desired outcome is a well-managed process of acquisition that results in the

satisfaction of the need that arose.

(4) Logistics Management
Logistics Management is the third element of Supply Chain Management and deals with the ordering
and provisioning of goods, works and/or services within the Municipality. It is the process of

determining when goods, works and/or services are procured, received, stored and distributed.
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Typically this involves the processes of ordering, receiving, payment, pravisioning and managing

inventory.

{5) Disposal Management
Disposal is the final process when the institution needs to do away with unserviceable, redundant or
obsolete movable assets done jointly by SCM& Asset Management. The Accounting Officer appoints a
specific committee to deal with disposals, to make recommendations with regard to the disposal of any
inventory item. It is the responsibility of the Accounting Officer or his/ her delegate to consider the

recommendation of the appointed committee.

{6) Supply Chain Management Performance
Supply chain management performance is a critical component underpinning the entire SCM system. It
is twofold in that, firstly, there should be effective monitoring of the SCM system. This requires effective
and efficient monitoring of the implementation of and adherence to the SCM policy and standard

operating procedures, as well as rigorous and robust monitoring of vendor performance.

Secondly, it entails monthly reporting to relevant structures within the Municipality, as well as external
structures, as a key component of the Supply Chain Management framework. It interacts with each of
the main functional areas represented in the framework and provides an overall look at the
performance of the Municipality’s Supply Chain Management. The Municipal Finance Management Act,
Act No, 56 of 2003, and the Supply Chain Management Regulations, Practice Notes, Instruction Notes
and Circulars, specify a number of reporting requirements that are required by National Treasury and

Provincial Treasury.

{7 Supplier Database
Underpinning the entire SCM system is the legislative requirement in terms of the SCM regulations that
prescribes that the Accounting Officer shall maintain a list of accredited service providers with whom
the Municipality shall procure from, and the rules and regulations governing the maintenance of the

supplier database.

2. Definitions and abbreviations

{1} Definitions
in this Policy, unless the context otherwise indicates, a word or expression to which a meaning has been

assigned in the Act has the same meaning as in the Act.

Ugu District Municipalily Pages 6 of 74 March 2014
Distrik Munisipaliteit
Umasipafa Wesifunda



P316

“municipality” means the Ugu District Municipality

“competitive bidding process” means a competitive bidding process referred to in paragraph 12 (1) (d)

of this Policy;

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

“days” means calendar days, including weekends and public holidays;

“award”, in relation to bids or quotations submitted for a contract, means the final decision on which

bid or quote to accept;

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

“in the service of the state” means to be -
(a) amemberof—
(i) any municipal council;
(i} any provincial legislature; or
(iii} the National Assembly or the National Council of Provinces;

(b) amember of the board of directors of any municipal entity;

{¢) an official of any municipality or municipal entity;

{d) 2n employee of any national or provincial department, national or provincial public
entity or constitutional institution within the meaning of the Public Finance
Management Act, 1999 (Act No.1 of 1999);

{e) amember of the accounting authority of any national or provincial public entity; or

{f) an employee of Parliament or a provincial iegislature;

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

“Jist of accredited prospective providers” means the list of accredited prospective providers which the

municipality must keep in terms of paragraph 14 of this policy;

“other applicable legislation” means any other legislation applicable to municipal supply chain
management, including —
(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
()  the Construction Industry Development Board Act, 2000 {Act No.38 of 2000);
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“Treasury guidelines” means any guidelines on supply chain management issued by the Minister in

terms of section 168 of the Act;

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

“the Regulations” means the Local Government: Municipal Finance Management Act, 2003, Municipal

Supply Chain Management Regulations published by Government Notice 868 of 2005;

“written quotations” means quotations referred to in paragraph 12{1)(b) of this Policy;

“specific bid” means bid under consideration;

“end user” means the unit requiring service or goods to be procured;

“sole supplier” means the instance where there is only one supplier on the municipalities supply

database for the provision of particular goods or services ; and

“preferred supplier” means the status awarded to 2 supplier by the municipality subsequent to due

procurement process, awaiting the fourteen day appeal process and resolution of any appeals received.

Black Designated Groups Means:

a) Unemployed not attending and not required by law to attend an educational
institution and not awaiting admission to an educational institution.

b) Black people who are youth as defined in the National Youth Commission Act of
1996,

¢} Black people who are persons with disabilities as defined in the Code of Goods
Practice on employment of people with disabilities issued under the Employment
Eguity Act

d) Black people living in rural areas and under-developed areas.

Black People Means: Only natural persons who are citizens of the Republic of South Africa by birth.

{2) Abbreviations
“AQ" Accounting Officer
“BAC" Bid Adjudication Committee
“BBBEEA” Broad-Based Black Economic Empowerment Act
“BEC” Bid Evaluation Committee
“BSC” Bid Specification Committee
"CFO” Chief Financial Officer
“cIpC” Companies and Intellectual Property Commission
“HDI” Historically Disadvantaged Individuals
“KZN" KwaZulu-Natal
Ugu District Municipality Pages 8 of 74 March 2014

Distrik Munisipaliteit
Umasipala Wesifunda



P318

“MBD” Municipal Bid Documents

“MFMA” Municipal Finance Management Act, 2003 {Act 56 of 2003)

“PPPFA” Preferential Procurement Palicy Framework Act, 2000 (Act S of 2000)
“scm” Supply Chain Management

“SCMU” Supply Chain Management Unit

3. Paolicy goal and objectives

(1) The goal of the SCM policy is to ensure that there are effective and efficient SCM processes and systems
in place to create an enabling environment towards the Municipality's service delivery objectives, whilst

ensuring compliance with SCM legislation and regulations.

(2) The above goal shall be achieved through the following objectives:
¥ SCM practice and procedures shall comply with the SCM policy at all times, unless authorised
otherwise by the Accounting Officer; and
v Appropriate and sufficient resources shall be made available to ensure compliance with the SCM

policy.

4, Overview of key SCM legislation

{1) The figure below provides a simplified graphic overview of the legislative building blocks for SCM in the

Ugu District Municipality.

LEGISLATIVE MANDATES

T —
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Municipal Finance Management Act Preferentiat Procurement Policy
(No. 56 of 2003) Framework Act (No. 5 of 2000)

Broad Based Black Economic
Empowerment Act 53 of 2003

Construction Industry Development

Board Act (No. 38 of 2000)
The Protected Disclosures Act (No. 26 | State Information Technal ey,
of 2000) I &

National Treasury Supply Chain
Management Regulations
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{2) The Municipality will comply with the following legislative requirements that the SCM unit of the
Municipality is bound and guided by:

(a) The Constitution of the Republic of South Africa (Act No. 108 of 2005}

Section 217(1) provides the basis for procurement and determines that:

“When an organ of state in the national, provincial or local sphere of government, or any other
institution: identified in national legislation, contracts for goods or services, it must do so in

accordance with a system which is fair, equitable, transparent, competitive and cost-effective”.

Subsection 217 (2) indicates that Section 217 (1) does not prevent the organs of state or institutions
referred to in that subsection from implementing a procurement policy providing for:

¥v'  Categories of preference in the allocation of contracts; and

¥" The protection or advancement of persons, or categories of persons, disadvantaged by unfair

discrimination.

Section 217(3) of The Constitution, 19956, further confers an obligation for National Legislation to
prescribe a framework providing for preferential procurement to address the social and economic

imbalances of the past.

(b} Municipal Finance Management Act (No. 56 of 2003)
The Municipal Finance Management Act 56 of 200) was promulgated to regulate financial
management in the Municipal spheres of government. Considerable powers are assigned to
Accounting Officers and Accounting Authorities to enable them to manage their financial affairs within

the parameters outlined by the prescribed Norms and Standards.

The onus of responsibility for Supply Chain Management is placed on the Accounting
Officers/Authorities.

{c) Preferential Procurement Policy Framework Act {No. 5 of 2000) and its Regulations
The Preferential Procurement Policy Framework Act, 2000 (Act 5 of 2000) (PPPFA) and its
accompanying Regulations were promulgated to prescribe a framework for a preferential
procurement system to give effect to section 217(3) of The Constitution. The PPPFA and its Regulations

provides for the implementation of a preference point system in the aliocation of contracts for

e T = ]
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categories of service providers and the promotion of gaals, including socio-economic goals, to advance
the interest of persons disadvantaged by unfair discrimination on the basis of race, gender or disability

and implementing the programmes of the Reconstruction and Development Programme (RDP).

(d) Broad Based Black Economic Empowerment Act (BBBEE) (No. 53 of 2003)
The BBBEE Act allows the Minister of Trade and Industry to issue codes of practice that could include
‘qualification criteria for preferential purposes for procurement and other economic activities’. Where
BEE should at all times be included as a priority, at least until certain prescribed targets have been
achieved, allowance should also be made for pursuing other policy priorities through PPPFA {such as

job creation and SMME development).

{e) Construction Industry Development Board Act {No. 38 of 2000}
The Actis applicable to all organs of state involved in procurement relating to the construction industry.
It establishes a means by which the Board can promote and implement policies, programmes, and
projects aimed at procurement reform, standardization, and uniformity in procurement
documentation, practices and procedures within the framework of the procurement policy of

government. It establishes a national register of contractors to manage public secter procurement risk.

{f) The Promotion of Access to Information Act (Na. 2 of 2000)
This Act gives effect to Section 32 of the Constitution (Access to Information) by setting out how anyone
can get access to information held by the state. By so doing, it promotes transparency and prevents

government from operating in secret.

(g} The Promotion of Administrative Justice Act {No. 3 of 2000}
This Act gives effect to Section 33 of the Constitution (Just Administrative Action). It ensures that
decisions that affect the public are taken in a way that is procedurally fair and it gives people the right
to request written reasons for decisions they disagree with. In this way, it creates greater transparency
- people may be less tempted to act corruptly if they know they will have to explain themselves to the

public.
{h} The Protected Disclosures Act (No. 26 of 2000)

The Act (often called the ‘Whistleblowers Act} was passed to encourage employees to disclose

information about unlawful and irregular behavior in the workplace. It offers protection from

- O . e e ]
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victimisation for ‘whistleblowers’, as long as they meet the requirements and follow the procedure set
out in the Act.

(i} National Treasury Supply Chain Management Regulations
The Municipality shall apply the Treasury Regulations issued in terms of the MFMA as it pertains to
SCM. it serves as a formal requirement for the Municipality, to ensure the establishment and

implementation of an effective and efficient Supply Chain Management Unit (SCMU}.

It also stipulates the establishment of an effective and efficient SCMU within the office of the Chief

Financial Officer (CFQ), as an integral part of their financial systems.

A Supply Chain Management system must be utilised and provide at least for the following:
v Demand Management;
¥ Acquisitions Management;
v Logistics Management;
v Disposal Management;
v Risk Management; and

v Supply Chain Performance and Reporting.

{j) State Information Technology Agency Act, (Act No. 88 of 1998)
The State Information Technology Agency (SITA) Act, Act No 88 of 1998, as amended by Act 38 of

2002, requires that SITA must act as the procurement agency for the Municipality’s information

technology requirements.

{k} Other Legislative Requirements
In addition to the above mentioned legislative framework the Ugu District Municipality will also

comply with the provisions of the following legislation that will impact on the supply chain

environment:

“

The Supply Chain Management Guide for Accounting Officers;

v The Prevention and Combating of Corrupt Activities Act, Act 12 of 2004;
v The National Small Business Act, Act 102 of 1996;

¥ Provincial Growth and Development Strategy;

v Public Service Act, Act No 23 of 1994;

v The Competition Act, Act No 89 of 1998; and
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¥ The King Report on Corporate Governance for South Africa.

CHAPTER 1
IMPLEMENTATION OF SUPPLY CHAIN MANAGEMENT POLICY

5. Supply chain management policy

{1) All officials and other role players in the supply chain management system of the municipality must
implement this Policy in a way that —
(a) gives effectto~
(i) section 217 of the Constitution; and
{i)  Part 1 of Chapter 11 and other applicable provisions of the Act;
{b} is fair, equitable, transparent, competitive and cost effective;
(c) complies with —
(i) the Regulations; and
(i)  any minimum norms and standards that may be prescribed in terms of section 168 of the Act;
(d) is consistent with other applicable legisiation;
{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) This Policy applies when the municipality—
{a) procures goods or services;
{b) disposes goods no longer needed;
{c) selects contractors to provide assistance in the provision of municipal services otherwise than in

circumstances where Chapter 8 of the Municipal Systems Act applies; or

(2) This Policy, except where provided otherwise, 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.
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6. Detegation of supply chain management powers and duties

(1) The council hereby delegates all powers and duties to the accounting officer which are necessary to enable
the accounting officer —
(a) todischarge the supply chain management responsibilities conferred on accounting officers in terms
of -
(i) Chapter 8 or 10 of the Act; and
{ii} this Policy;
{b} to maximise administrative and operational efficiency in the implementation of this Policy;
{c} to enforce reasonable cost-effective measures for the prevention of fraud, corruption, favoritism
and unfair and irregular practices in the implementation of this Policy; and
(d) to comply with his or her responsibilities in terms of section 115 and other applicable provisions of

the Act.

{2) Sections 79 and 106 of the Act apply to the subdelegation of powers and duties delegated to an accounting
officer in terms of subparagraph (1).

(3} The accounting officer may not subdelegate any supply chain management powers or duties to a person
who is not an official of the municipality or to a committee which is not exclusively composed of officials of

the municipality.

(4) This paragraph 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 hidding process otherwise than through the committee

system provided for in paragraph 26 of this Policy.

e
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{2) The power to make a final award:

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

{b) above RZ million (VAT included), but not exceeding R10 million (VAT included), may be sub
delegated but only to -
(i} the chief financial officer;
{iy  2general manager; or
(iiiy  abid adjudication committee of which the chief financial officer or ] general
manager is a member; or

{c) not exceeding R2 million (VAT included} may be sub delegated but only
to:
{i) the chief financial officer;
(it} 3 general manager;
(iiy amanager directly accountable to the chief financial officer or a general 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 subparagraph {2) must within five days of the end of each month submit to the official
referred to in subparagraph (4) a written report containing particulars of each final award made by such
official or committee during that month, including-

(a) the amount of the award;
{b) the name of the person to whom the award was made; and

{c} thereason why the award was made to that person.

(4) A written report referred to in subparagraph (3) must be submitted -

{a) to the accounting officer, in the case of an award by -
(i) the chief financial officer;
(i}  asenior manager; or
(il  a bid adjudication committee of which the chief financial officer or a senior manager is a

member; or

{b} to the chief financial officer or the senior manager responsibie for the relevant bid, in the case of an
award by —
(i} a manager referred to in subparagraph {2)(c)(iii}; or
{ii) a bid adjudication committee of which the chief financial officer or a senior manager

is not a member.

e et e e —
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(5) Subparagraphs {3) and (4) of this policy do not apply to procurements out of petty cash.
(6) This paragraph 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 paragraph 25 of this Policy.

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

Lo

Oversight role of council

(1) The council reserves its right to maintain oversight over the implementation of this Policy.

(2) For the purposes of such oversight the accounting officer must —

{i}  within 30 days of the end of each financial year, submit a report on the implementation of this
Policy and the supply chain management policy of any municipal entity under the sole or shared
control of the municipality, to the council of the municipality; and

(i) whenever there are serious and material problems in the implementation of this Policy,
immediately submit a report to the council, who must then submit the report to the accounting

officer of the parent municipality for submission to the council.

(3) The accounting officer must, within 10 days of the end of each quarter, submit a report on the

implementation of the supply chain management policy to the mayor.

(4) The reports must be made public in accordance with section 21A of the Municipal Systems Act.

9. Supply chain management unit

(1) A supply chain management unit is hereby established to implement this Policy.

{2) The supply chain management unit operates under the direct supervision of the chief financial officer or an

official to whom this duty has been delegated in terms of section 82 of the Act.
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10. Training of supply chain management officials

(1) The training of officials involved in implementing this Policy should be in accordance with any Treasury

guidelines on supply chain management training.

—— e e e ]
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CHAPTER 2
SUPPLY CHAIN MANAGEMENT SYSTEM

11. Format of supply chain management system

This Policy provides systems for -

(i) demand management;

{ii) acquisition management;
{iii} logistics management;

(iv) disposal management;

(v} risk management; and

(vi) performance management.

Part 1: Demand management

12, System of demand management

(1) The accounting officer must establish and implement an appropriate demand management system in order
to ensure that the resources required by the municipality support its operational commitments and its

strategic goals outlined in the Integrated Development Plan.

(2} The demand management system must ~

{a} include timely planning and management processes to ensure that all goods and services required
by the municipality are quantified, budgeted for and timely and effectively delivered at the right
locations and at the critical delivery dates, and are of the appropriate quality and quantity at a fair
cost;

{b) takeinto account any benefits of economies of scale that may be derived in the case of acquisitions
of a repetitive nature; and

{c) provide for the compilation of the required specifications to ensure that its needs are met.

{d) to undertake appropriate industry analysis and research to ensure that innovations and

technological benefits are maximized.

{3) Before each financial year commences end departments must submit procurement plans for the forth
coming year to the SCM unit. The procurement plan must include:

{) quantity of goods including monthly requirement;
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(m) estimated prices; and
(n) expected purchase date

(o) proposed procurement method

Part 2: Acquisition management

13, System of acquisition management

{1} The accounting officer must implement the system of acquisition management set out in this Part in order to
ensure -

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

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

{c}) that the threshold values for the different procurement processes are complied with;

(d} that bid documentation, evaluation and adjudication criteria, and general conditions of a contract,
are in accordance with any applicable legislation;
and

(e} that any Treasury guidelines on acquisition management are properly taken into account.

(2) When procuring goods or services contemplated in section 110(2) of the Act, the accounting officer must
make public the fact that such goods or services are procured otherwise than through the municipality’s
supply chain management system, including -

(a) the kind of goods or services; and

{b} the name of the supplier.

14. Range of procurement processes

(1) Goods and services may only be procured by way of —
{(a) petty cash purchases, up to a transaction value of R2 000 (VAT included);
(b) formal written price quotations for procurements of a transaction value over R2 000 up to R200 000
(VAT included); and
{c} acompetitive bidding process for-

{i) procurements above a transaction value of R200 000 {VAT included); and
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{i) the procurement of long term contracts.

{2} Goods or services may not deliberatety 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.

15. General preconditions for consideration of written quotations or bids

A written quotation or bid may not be considered unless the provider who submitted the quotation or bid:

{a} has furnished that provider’s:

(i) full name;
(ii) identification number or company or other registration number; and
(iii) tax reference number and VAT registration number, if any;

(b} has authorized the municipality to obtain a tax clearance from the South African Revenue Services
that the provider’s tax matiers are in order; and
{c} has indicated:

(i) whether he or she is in the service of the state, or has been in the service of the state in
the previous twelve months;

{ii) if the provider is not a natural person, whether any of its directors, managers, principal
shareholders or stakeholder is in the service of the state, or has been in the service of the
state in the previous twelve months; or

(i) whether a spouse, child or parent of the provider or of a director, manager, shareholder
or stakeholder referred to in subparagraph (ii) is in the service of the state, or has been
in the service of the state in the previous twelve manths.

16.  Lists of accredited prospective providers

(1) The accounting officer must:
{a) keep a list of accredited prospective providers of goods and services that must be used for the
procurement requirements through formal written price quotations; and
{b} at least once a year through newspapers commonly circulating locally, the website and any other
appropriate ways, invite prospective providers of goods or services to apply for evaluation and listing
as accredited prospective providers;
(c} specify the listing criteria for accredited prospective providers; and
et
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{d) disallow the listing of any prospective provider whose name appears on the National Treasury’s

database as a person prohibited from doing business with the public sector.

(2) The list must be updated at least monthly 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.

{3) The list must be compiled per commodity and per type of service,

Registration on National Treasury Central Supplier Database (CSD}
Prospective supplier of goods and services will be required to register on the National Treasury Central Database to

assist in performing validation functions of key supplier information. With effect from 01 July 2016, Municipalities
and Municipal Entities must use the CSD supplier number starting with MAAA which is auto generated by the Central

Supplier Database System after successful registration and validation of prospective provider as mandatory
requirement as part of listing criteria for accrediting prospective provider in line with Section 14{1) (b) of the
Municipal Supply Chain Management Regulations.

The C5SD will automatically validate the following registration documents for Municipalities;

® Confirmation and status of Business Registration Documents ;

® proof of bank account registration;

® Tax compliance status;

®  Emploves in_the service of the state as defined in the Municipal SCM Regulations with information only
available in the CAAT system at this time;

®  |dentity documentation; and

& Tender defaulters and restrictions status;

The following_aspects are work-in-progress and further information will be provided once systems have been
upgraded after consultation with relevant stakeholders, they are not vet available, the municipality is required to to
continue with their existing process :

® BBBEE Status

® CIDB

®  Municipal Account status.
The municipality will continue with verification of other listing criteria which are not currently validated by CSD.

M
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17.  Petty cash purchases

Refer to Table 2: Specific Procurement Threshold Values under paragraph 5, Sub delegations, for provisions relating

to petty cash purchases.

18. Formal written price quotations

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

{a} quotations must be obtained in writing from at least three different providers whose names appear
on the list of accredited prospective providers of the municipality;

{b) quotations may be obtained from providers who are not listed, provided that such providers meet
the listing criteria set out in paragraph 15 of this Policy;

{c) ifitis not possible to obtain at least three quotations, the reasons must be recorded and approved
by the Chief financial Officer if the transaction value exceeds R2000, and

(d) the procurement system must make provision for recording the names of the potential providers

and their written quotations.

(2) A designated official referred to in subparagraph (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

subparagraph.

19. Procedures for procuring goods or services through formal written price quotations

(1) The accounting officer should appoint quotation committees as indicated below:

a}  Mini Tender Evaluation Committee; and

(2) Appointment of Mini Tender Evaluation Committee
The Accounting Officer must appoint members of the Mini Tender Evaluation Committee in writing.
The term of office of the Mini Tender Evaluation Committee should be for the financial year.
- 1
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(3) Composition of Mini Tender Evaluation Committee
a} The committee shalt comprise of at least 4 officials from the Municipality and the procurement
clerk responsible must be invited.
b) The composition should be asfollows:
(i) Chairperson—SCM Manager
(i) Member — Grants and Expenditure Manager
(i) Member — Budget Manager

{iv} Member - Procurement Coordinator

{4) Functions of the Mini Tender Evaluation Committee
This committee is responsiblefor the award of quotations received, which includes:

a) Verification of administrative compliance of the quotation documents.

b) If less than three quotations were obtained that would require the CFO to pre approve before
the process continues.

¢) Evaluationof gquotations inaccordancewith the criteria specified in the invitation to
quote documents (specification) and the PPPFA Regulations. Ensures that the evaluation was
done in a falr and transparent manner;

d) Detect and manage the splitting of orders; and

e) Recording of minutes of the award and sign-off thereof by each member.

(5} Decisions

a) Members are obliged to reveal to the Committee any information that may affect the decision made
or to he made by the Committee.

b} Decisions will be determined by the adjudication criteria. In the event where two or more
quotations have scored equal total points, the successful quotation must be the one scoring the
highest number of preference points for specified goals. Should two or more quotations still be
equal in all respect, the award shall be decided by the drawing of lots.

Criteria for breaking deadlock in scoring
(i) Iftwo or more tenderers score an equal total number of points, the contract must be awarded to the

tenderer that scored the highest points for B-BBEE.

{ii) If functionality is part of the evaluation process and two or more tenderers score equal total peints and
equal preference points for B-BBEE, the contract must be awarded to the tenderer that scored the highest
points for functionality.

{iii)) If two or more tenderers score equal total points in all respect, the award must be decided by

o — e - - e e ]
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th++++9drawing of lot

Confidentiality of information and documentation must be maintained. All documents/memoranda must remain on

the table during the Mini Tender Evaluation Committee meetings, unless the Chairperson grants permission

to members to keep certain documents.

{10)

(11}

20.

{1)

(2)

21,

Participation of advisors
The accounting officer may procure the services of advisors to assist inthe execution of the supply chain
management function. These services should be obtained through competitive bidding process. No
advisor may, however, form part of the final decision making process regardingthe award of quotations,
as this will counter the principte of vesting accountability with the accounting officer. The accounting
officer cannot delegate decision -making authority to a person other than a public service official.
General
a) In performing their functions, the Committee should be guided by all the applicable SCM,
Procurement Legislations, Policies and Directives
b} Nolobbyingin Mini Tender Evaluation Committeesor frominterested outside parties
is allowed.
c) Any allegations against members must be in writing, substantiated and channeled through the
procedure as determined by the accounting officer as prescribed in the Municipality SCM System.
d} Nopress release should be made without the approval of the accounting officer.

e) All the proceedings shall be recorded manuallyand decisions must be minuted.

Competitive bids

Goods or services above a transaction vaiue of R200 000 (VAT included) and long term contracts may only

be procured through a competitive bidding process, subject to paragraph 11(2] of this Policy.
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.

Process for competitive bidding

- ... ________]
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The procedures for the following stages of a competitive bidding process are as follows:

(a)
(b)
(c)
{d)
{e)
(f}

3]
(i)

(h)
(i)

Compilation of bidding documentation as detailed in paragraph 20;

Public invitation of bids as detailed in paragraph 21;

Site meetings or briefing sessions as detailed in paragraph 21;

Handling of bids submitted in response to public invitation as detailed in paragraph 22;

Evaluation of bids as detailed in paragraph 27;

Award of contracts as detailed in paragraph 28;

Administration of contracts

After approval of a bid, the accounting officer and the bidder must enter into a written agreement.
Proper record keeping

Original / legal copies of written contracts agreements should be kept in a secure place for reference

purposes,

22,  Bid documentation for competitive bids

The criteria to which bid documentation for a competitive bidding process must comply, must:

(a)

(b)

(c}

(d}

take into account —
{i} the general conditions of contract and any special conditions of contract, if specified;
(i) any Treasury guidelines on bid documentation; and
(ii) the requirements of the Construction Industry Development Board, in the case of a bid relating
to construction, upgrading or refurbishment of buildings or infrastructure;
include the preference points system to be used , goals as contemplated in the Preferential
Procurement Regulations and evaluation and adjudication criteria, including any criteria required by
other applicable legislation;
compel bidders to declare any conflict of interest they may have in the transaction for which the bid
is submitted;
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 financtal statements for auditing, their
audited annual financial statements -
o  forthe past three years; or
s  since their establishment if established during the past three years;
(i) a certificate signed by the bidder certifying that the bidder has no undisputed commitments
for municipal services towards a municipality or other service provider in respect of which

payment is overdue for more than 30 days;

e e . _ ]
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{iii} particulars of any contracts awarded 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 contract;

(iv) astatementindicating whether any portion of the goods or services are expected to be sourced
from outside the Republic, and, if so, what portion and whether any portion of payment from
the municipality or municipal entity is expected to be transferred out of the Repubiic; and

{e) 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.

23.  Public invitation for competitive bids

(1) The procedure for the invitation of competitive bids, is as follows:

{a) Any invitation to prospective providers to submit bids must be by means of a public advertisement
in 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

(b) 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 subparagraph (2} of this policy;

(ii} a statement that bids may only be submitted on the bid
documentation provided by the municipality; and

(i) a date, time and venue of any proposed site meetings or briefing sessions.

{iv) Here bids will be evaluated on Functionality, the criteria and individual weightings per

criterion should be advertised as well as the minimum qualifying score.

(2} The accounting officer may determine a 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.
(3) Bids submitted must be sealed.
e —————
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24, Procedure for handling, opening and recording of bids

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

(a) Bids:
(i} must be opened only in public;
(in) must be opened at the same time and as soon as possible after the period for the
submission of bids has expired; and
{iti) received after the closing time should not be considered and returned unopened

immediately.
(a) Any bidder or member of the public has 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;
{b} No information, except the provisions in subparagraph (b}, relating to the bid should be disclesed to
bidders or other persons until the 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 inspection; and
{iii} publish the entrigs in the register and the bid results on the website.

25. Negotiations with preferred bidders

(1) The accounting officer may negotiate the final terms of a contract with hidders identified through a
competitive bidding process as 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

{¢) does not lead to a higher price than the bid as submitted.

(2) Minutes of such negotiations must be kept far record purposes.

26. Two-stage bidding process

(1) A two-stage bidding process is allowed for —
(8) large complex projects;
(b) projects where it may be undesirable to prepare complete detailed technical specifications; or

m
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(¢) 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 In the second stage final technical proposals and priced bids should be invited.

27. Committee system for competitive bids

{1) A committee system for competitive bids is hereby established, consisting of the following committees for
each procurement or cluster of procurements as the accounting officer may determine:
(a) a bid specification committee;
{b) a bid evaluation committee; and

{c} 3 bid adjudication committee.

{2) The Accounting Officer appoints the members of each committee, taking into account section 117 of the
Act. A neutral or independent observer may be appointed by the Accounting Officer and must attend or

oversee a committee when this is appropriate for ensuring fairness and promoting transparency.

i3) The committee must be consistent with:
a) Paragraphs 27 (5), 27 {(6) and 27 (7) of this policy; and
b} Any other applicable legislation.

{4) The Accounting Officer may apply the committee system to formal written price quotations.

(5) Bid Specification Committee
a) Appointment of bid specification committee
(i) The accounting officer must appoint members of the bid specification committee in line with
the financial year of the Municipality, in writing.

b} Composition of bid specification committee

W
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(ii) The committee shall comprise of at least 5 officials from the municipality and may when
appropriate, invite an external technical expert.
(iii) The composition should be as follows:
¥ Chairperson - equivalent grading to Manager and above from the Water Services
Directorate - {Permanent member);
Vice Chairperson - equivalent grading to Manager and above - (Permanent member);

Member - equivalent grading to Manager (Permanent member);

AR NN

Member - Municipal Official {(Permanent member}; and
¥ An official responsiblefor demand management {Permanent member).
c) Functions of the Specification Committee:
(i} Itisthe responsibility of the committee to compile specifications/ terms of reference for each
bid/ quotation for the procurement of goods or services by the municipality and to ensure:

v that a proper and unbiased specification is compiled for the specific requirement;

v' that proper terms of reference is drawn up for the service required clearly indicating the
scope of the requirement, the ratio between price and functionality, the evaluation criteria
as well as their weights and values;

¥ that strategic sourcing is applied and that the market is properly researched and analyzed;

v that the necessary funds are available;
that, in addition to the general conditions of contract, appropriate special conditions of
contract are specified, if applicable;

v’ that in terms of the PPPFA, the correct preference point system is prescribed and that

appropriate goals are identified and points allocated for these goals.

(6} Bid evaluation committee
a) Appointment of bid evaluation committee
(i) The accounting officer must appoint members of the bid evaluation committee in line with the
financial year of the Municipality, in writing.
(i) Members should declare interest in the bid under consideration up front and such member
must automatically recuse himself / herself from participating in the evaluation process.
(i} Members should sign oath of secrecy forms up-front.
b) Composition of Bid Evaluation Committee
(i) The committee must in so far as it may be possible, be cross functional.
{i) The committee should comprise of at least 5 (five) officials from the Municipality.
{iii} The following officials should serve in the Bid Evaluation Committee,

v Chairperson — equivalent grading to GM and above - {(Permanent member);

e Sty S —|
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Vice Chairperson - equivalent grading to GM and above - (Permanent member);
Legal Services Practitioner {advisory capacity);
Two other Municipal Officials (Permanent members);

SCM Practitioner {Permanent Member); and

R N T N

The Accounting Officer may appoint an external technical expert to serve in the
committee for that specific bid in an advisory capacity only and not as a member.
Functions of the Bid Evaluation Committee
(iy This committee is responsible for the evaluation of bids received, which
includes:
v Verification of administrative compliance of the bid documents,
¥ Evaluation of bids in accordance with the criteria specified in the bid documents
(specification) and the PPPFA Regulations.
¥ Evaluation of each bidder's technical and functional ability to execute the
contract.
v" Verification of NIPP requirements if the contract is in excess of ten million rand
{R10m}; and
v Submission of evaluation report and recommendation(s) regarding the award of the bid

to the Adjudication Committee.

(7) Bid Adjudication Committee

a) Appeointment of Bid Adjudication Committee

{i) The Accounting Officer must constitute one Municipality bid adjudication committee.

(il The bid adjudication committee is appointed in writing by the Accounting Officer.

(i} Members of the adjudication committee cannot be appointed as members of an
evaluation committee.

(iv) The Accounting Officer shall determine the term of office for members aithough the
tenure may not exceed two (2) years.

(v} The period of tenure may be renewed if the Accounting Officer deems it necessary.

(vi) Al members as well as the secretary of bid adjudication committee should be cleared
at the level of "Confidential" by the accounting officer and should be required to
declare their financial interest annually.

{vii) Committee members should be required to sign the code of conduct upon their
appointment.

{viil) Members may be removed by the Accounting Officer/Accounting Authority if a member's
conduct violates the principles of the committee's purpose/mandate or code of conduct.
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(ix) The Accounting Officer/Authority may at any given time replace person for
management reasons.
{x) The functions of BAC should form part of member's performance
agreements.
b} Compaosition of the Bid Adjudication Committee

(i) The committee must consist of at least five (5) senior officials constituted as follows:
v CFO, as the chairperson of the committee {(where possible);

¥ Deputy Chairperson: an official at least at a general management level;
¥ Two other Municipal Officials (Permanent members); and
v Head of the SCM Unit is (Permanent member};

(i) For the purposes of continuity and not to delay meetings, the AQ may also appoint a
"secundus’ to temporarily replace a member who is absent from meetings due to illness or
leave, The AD shall also decide whether or not such "secundus” will have the same powers
as members.

{iii} No external people should serve permanently on the adjudication Committee.

c) Functions of the Bid Adjudication Committee

(i} Consider the reports and recommendations made by the bid evaluation committee.

(i) Depending on the delegations granted by the accounting officer/authority the adjudication
committee could make the final award of the bid, or make a recommendationto the accounting
officer to make the final award.

(i) Recommend to the Accounting Officer/Authority the extensions of contracts and
deviations if reasonable andjustifizble grounds exist.

(iv) In performing their functions: -

v Committee members should be guided by all the applicable SCM, procurement
legislations, policies and directives.

¥ Members must declare interest in any specific bid/point on the agenda up front and such
member must automatically recuse him/herself from participating in discussions unless the
committee decides otherwise.

¥" If a bid adjudication committee decides to award a bid to a bidder other than the one
recommended by the Evaluation Committee, the Bid adjudication committee must
consult with the Accounting Officer before a final decision is taken.

v Accounting Officer /Authority may confirm or vary a recommendation by an Adjudication
Committee. In cases where he/she varies with the BAC recommendations reasons should

be furnished inwriting and reported to the Provincial Treasury within a prescribed period

s - o ]
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of seven {7} days.
v Furthermore, AO may refer back in writing any recommendation of the bid
Adjudication Committee to be reworked if there are any material flaws.
d} Bid adjudication committee must ensure that:
(i) scoring has been fairly, consistently and correctly calculated and applied;
(i) disqualifications are justified;
(iii) al declarations of interest have been captured;
{iv) all necessary bid documents have been submitted; and
(v) that valid and accountable reasons/ motivations were furnished for passing over of bids.

e} The bid adjudication committee must consider and rule on all recommendations/ reports regarding
the amendment, variation, extension, cancellation or transfer of contracts awarded.

f)  In order to meet their obligations, committee members must be familiar with and adhere to
all relevant legislation, the SCM policy, SCM Guide to Accounting Officers and SCM Practice
Notes.

g) The highest level of professional competence must be maintained. Furthermore, courteous
conduct is expected of all committee members

h) A declaration form where all members of the committee present at the meeting as well
as all officials rendering administrative support during the meeting must be signed to
declare that they:
(i) acceptthe confidentiality o f the contents of the meeting;
(i) will not make known anythingregarding the meeting, unless officially authorized; and
(iii) will not purposefully favour or prejudice anybody.

i}  The BAC shall submit a monthly report to the Accounting Officer on all awards made for that

month as well as other issues it wishes to bring to the attention of the Accounting Officer.

{8} Role of the secretariat
a) Executes procurement support function for the municipalityand asecretariatfunction for the
bid adjudication committee.
b} The Head of the SCM Unit is an EX-Officio member of the committee without voting powers.

He/she serves in an advisory capacity.

¢) Convenes BAC meetings and prepares an agenda or each meeting.

d) Ensures that all submissions and reports are of good quality and well presented to the commitiee.
e) Ensuresthat the evaluation process is done in a fair and transparent manner.

fil  Ensuresthat the agenda is dispatched ontime.

g} Takes minutes of all the meetings.

e o _ ]
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h) Ensures that proceedings are recorded electronically.

i}  Keepsthe attendance register.

i) Keepsa register of all approved submissions, disapproved, deferred and withheld as well as deviations
condoned.

k}  Ensuresthat the chairperson signs all adopted minutes.

Iy  Files allthe minutes/ documents that served before the committee.

{9 General
a) In performing their functions, the Committee should be guided by all the applicable SCM,
Procurement Legislations, Policies and Directives
b) No lobbying in Bid Committees or from interested outside parties is allowed.
¢) Any allegations against members must be in writing, substantiated and channeled through the
procedure as determined by the accounting officer,
d} Nopress release should be made without the approval of the accounting officer.

e) All the proceedings shall be recorded electronically and decisions must be minuted.

28. Procurement of banking services

(1} A contract for banking services —
(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 menths 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 paragraph 22(1). Bids

must be restricted to banks registered in terms of the Banks Act, 1990 {Act No. 94 of 1990).

]
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29.  Procurement of IT related goods or services

(1) The municipality shall abide by the provisions of this SCM policy and SITA provisions in the procurement of

IT related goods and services.

30. Procurement of goods and 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} thecontract has been secured by that other organ of state by means of a competitive bidding process
applicable to that organ of state;

{b) thereis no reason to believe that such contract was not validly procured;

{¢) 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) Subparagraphs (1){c) and {d) do not apply if -
(a) amunicipality procures goods or services through a contract secured by a municipal entity of which

it is the parent municipality.

31 Procurement of goods necessitating special safety arrangements

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

arrangements, including gasses and fuel, should be avoided where ever possible.

{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.

]

Proudly SA Campaign

The municipality supports the Proudly SA Campaign to the extent that, all things being equal, preference is given to

procuring local goods and services from-
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e  Firstly - suppliers and businesses within the municipality or district;
» Secondly - suppliers and businesses within the relevant province;

s  Thirdly = suppliers and businesses within the Republic.

33.  Appcintment of consultants

(1) The accounting officer may procure consulting services provided that any Treasury guidelines in respect of

consulting services are taken into account when such pracurements are made.

(2) Consultancy services must be procured through competitive bids if-
(a) the value of the contract exceeds R200 000 (VAT included); or

{b) the duration period of the contract exceeds one year.

{3) in addition to any requirements prescribed by this policy for competitive bids, bidders must furnish
particulars of -
(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.

{4) The accounting officer must ensure that copyright in 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 municipality.

34. Deviation from, and ratification of minor breaches of, procurement processes

{1) The accounting officer may -

{a) dispense with the official procurement processes established by this Policy and to procure any

required goods or services through any convenient pracess, which may include direct negotiations,

but only —
(i) in an emergency;
{ii) if such goods or services are produced or available from a single provider only;
i) for the acquisition of special works of art or historical objects where
specifications are difficult to compile;
(iv) acquisition of animals for zoos and/or nature and game reserves; or
-_
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(v) in any other exceptional case where it is impractical or impossible to follow the official
procurement processes.
{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 subparagraphs {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) Subparagraph (2) does not apply to the procurement of goods and services contemplated in paragraph
13(2} of this policy.

35. Unsolicited bids

(1) In accordance with section 113 of the Act there is no obligation to consider unsolicited bids received outside

a normal bidding process.

{2) The accounting officer may decide in terms of section 113(2) of the Act to consider an unselicited bid, only
if =
{a) the product or service offered in terms of the bid is a2 demonstrably or proven unique innovative
concept;
{b) the product or service will be exceptionally beneficial to, or have exceptional cost advantages;
(¢) the person who made the bid is the sole provider of the product or service; and
{d) the reasons for not going through the normal bidding processes are found to be sound by the

accounting officer.

(3) If the accounting officer decides to consider an unsolicited bid that complies with subparagraph (2) of this
policy, the decision must be made public in accordance with section 21A of the Municipal Systems Act,
together with —

(a) reasons as to why the bid should not he open to other competitors;
(b} an explanation of the potential benefits if the unsolicited bid were accepted; and

{¢) an invitation to the public or other potential suppliers to submit their comments within 30 days of

the notice.

- . e
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{4) The accounting officer must submit all written comments received pursuant to subparagraph (3}, including
any responses from the unsolicited bidder, to the National Treasury and the relevant provincial treasury for

comment.

(5) The adjudication committee must consider the unsolicited bid and may award the bid or make a

recommendation to the accounting officer, depending on its delegations.

(6) A meeting of the adjudication committee to consider an unsolicited bid must be open to the public.

{7)  When considering the matter, the adjudication committee must take into account -
{a) any comments submitted by the public; and
{b)  any written comments and recommendations of the National Treasury or the relevant provincial

treasury.

(8) If any recommendations of the National Treasury or provincial treasury are rejected or not followed, the
accounting officer must submit to the Auditor General, the relevant provincial treasury and the National

Treasury the reasons for rejecting or not following those recommendations.

9) Such submission must be made within seven days after the decision on the award of the unsolicited bid is
taken, but no contract committing the municipality to the bid may be entered into or signed within 30 days

of the submission.

36. Combating of abuse of supply chain management system

(1} The accounting officer must—

{a) take all reasonable steps to prevent abuse of the supply chain management system;

{b} investigate any allegations against an official or other role player of fraud, corruption, favoritism,
unfair or irregular practices or faiture 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 Service;

{c} check the National Treasury’s database prior to awarding any contract to ensure that no
recommended bidder, or any of its directors, is listed as a person prohibited from doing business
with the pubiic sector;

{d) reject any bid from a bidder—

e
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(i} if any municipal rates and taxes or municipal service charges owed by that bidder or any
of its directors to the municipality, or to any other municipality or municipal entity, are in
arrears for more than three months; or

{ii) who during the last five years has failed to perform satisfactorily on a previous contract
with the municipality or 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 contract if the recommended bidder, or any of its
directors, has committed a corrupt or fraudulent act in competing for the particular contract;
{f) cancel a contract awarded to a person if -

(i) the person committed 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 contract that benefited that person; and

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

(i) hasabused the supply chain management systemn of the municipality or has committed any improper
conduct in relation to such system;

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

{iii} has willfully neglected, reneged on or failed to comply with any government, municipal or other
public sector contract during 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).

{2) The accounting officer must inform the National Treasury and relevant provincial treasury in writing of any

actions taken in terms of subparagraphs {1){b}{ii), {e) or {f) of this policy.

37. Prohibition on awards to persons whose tax matters are not in order

The Accounting Officer must ensure that, irrespective of the procurement process followed. no award above R15
000 (VAT Included) is given to a person whaose tax matters have not been declared by SARS to be in order.

Before making an award to a provider or bidder, a tax clearance certificate from SARS or Tax Compliance PIN must
first be provided and be verified on the SARS website by the municipality.

37. Preferential Procurement Implementation Guidelines

The Ugu District Municipality is committed to contributing to social and economic transformation in KwaZulu-Natal
and will actively pursue the following targeted procurement strategy to advance government's pledge to address

poverty, unemployment and job creation.

W
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These guidelines are to be read in conjunction with MFMA Circular number 69 and is intended to assist the
Accounting Officer with the implementation of the Preferential Procurement Regulations, 2011 issued in terms

of section 5 of the Preferential Procurement Policy Framework Act, Act Number 5 of 2000 (PPPFA).

These guidelines should also be read and utilized in conjunction with other relevant SCM related prescripts,

instructions, circulars and guidelines.

6
(1) The Ugu District Municipality has committed itself to the following key priorities with respect to all
procurement dealings:
{iy Providing second economy opportunities through Black Economic Empowerment;
(it) Increased usage of local resources and emerging contractors;
(iiiy Promoting growth and ensuring sustainable SMME's;
(iv) Contributing to socio-economic transformation;
(v) Creation of opportunities for job creation and poverty alleviation;
{vi) Commitment to skills development and transfer; and
(vii) Fast tracking service delivery.
(2) Our objectives are as follows:
(i) The policy is simple so that it can be understood by everyone and easy to apply;
(i} It meets all the legal requirements including provisions of the Constitution to avoid or minimize any
possible legal challenges;
(iiiy The policy is as flexible as possible to allow creativity in the implementation of targeted
procurement;
{iv) It sets targets to be achieved so that performance can be measured through reliable monitoring
mechanisms; and
(v) The policy is all encompassing in that it covers everything that is procured and/ or disposed of by the
Municipality and embraces all its citizens.
(3) The intended outcomes of these guidelines are to ensure:

(i) Preference for employment equity and economic empowerment;

(i) The inclusion of priority groups that have not benefited from the implementation of the current
policy;

(i} To have a significant contribution towards job creation, poverty alleviation and economic growth;

and
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(iv) To ensure that the Ugu District Municipality impacts significantly on improving the quality of life of
the majority of KwaZulu-Natal citizens/beneficiaries, by optimising employment and economic
empowerment in all its dealings, resulting in the annual procurement spend reflecting KwaZulu-

Natal demographics.

{4) Preference points system:

B0/20 preference point system for acquisition of goods or services for Rand Value equal to or above R30 000 and
up ta R50 million inclusive of all applicable taxes.
+ Atenderer may not be awarded points for B-BBEE status level of contributor, if the tender documents

indicates that the tenderer intends subcontracting more than 25% of the value of the contract to anv
other person not gualifying for at least the points that the tenderer gualifies for, unless the intended
subcontractor is an EME that has the capability to execute the subcontract.

e Mfthe price guoted by the tenderer scoring the highest points is not market related , the organ of the state
may not award the contract to that tenderer.

e The organ of the state may negotiate a market related price with the tenderer scoring the highest points
or cancel the tender;

o Ifthe tenderer does not apree to the market related price, negotiate the market related price with the
second highest points or cancel the tender:

e Ifthe tenderer scoring the second highest points does not agree with to a market related price, negotiate

a market related price with the tenderer scoring the third highest paints or cancel the tender;

¢ If a market related price is not agreed as envisaged in the abgve paragraphs organ of the state must

cancel the tender.

90/10 preference point system for acquisition of goods or services for Rand Value above R50 million inclusive of
all applicable taxes.
e Atenderer may not be awarded points for B-BBEE status level of contributor if the tender documents

indicates that the tenderer intends subcontracting more than 25% of the value of the contract to any
other person not qualifying for at least the points that the tenderer qualifies for, unless the intended
subcontractor is an EME that has the capability to execute the subcontract;

e If the price quoted by the tenderer scoring the highest points is not market related , the organ of the state
may not award the contract to that tenderer;

¢ The organ of the state may negotiate a market related price with the tenderer scoring the highest points
or cancel the tender;

e if the tenderer does not agree to the market related price, negotiate the market related price with the
second highest points or cancel the tender;
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e [fthe tenderer scoring the second highest points does not agree with to a market related price, negotiate

a market related price with the tenderer scoring the third highest points or cancel the tender;

s If a market related price is not agreed as envisaged in the above paragraphs organ of the state must
cancel the tender.

(5} Broad-Based Black Economic Empowerment {B-BBEE) Status Level Certificates

(i} Bidders are required to submit original and valid B-BBEE Status Level Verification Certificates or
certified copies thereof together with their bids, to substantiate their B-BBEE rating claims.

(i) Bidders who do not submit B-BBEE Status Level Verification Certificates or are non-compliant
contributors to B-BBEE do not qualify for preference points for B-BBEE but should not be disqualified
from the bidding process. They will score points out of 50 or 80 for price only and zero {0) points out
of 10 or 20 for B-BBEE.

(i} A trust, consortium or joint venture must submit a consolidated B-BBEE Status Level Verification
Certificate for every separate bid.

{(iv) Public entities and tertiary institutions must also submit B-BBEE Status Level Verification Certificates
together with their bids.

{v) If the Municipality is already in possession of a valid and original or certified copy of a bidder’s B-
BBEE Status Level Verification Certificate that was obtained for the purpose of establishing the
database of possible suppliers for price quotations or that was submitted together with another bid,
it is not necessary to obtain a new B-BBEE Status Level Verification Certificate each time a bid is
submitted from the specific bidder. Such a certificate may be used to substantiate B-BBEE rating
claims provided that the closing date of the bid falls within the expiry date of the certificate that is
in the Municipality’s possession.

{vi) Each time this provision is applied, cross-reference must be made to the B-BBEE Status Level
Verification Certificate already in possession for audit purposes.

(vii) The Accounting Officer must ensure that the B-BBEE Status Level Verification Certificates submitted
are issued by the following agencies:

«  Bidders other than EMEs
#»  Verification agencies accredited by SANAS; or
+  Registered auditors approved by IRBA.
«  Bidders who qualify as Exempted Micro Enterprises
#  Accounting officers as contemplated in the Close Corporations Act, Act No. 69 of 1984;
or
¥+ Verification agencies accredited by SANAS; or
+  Registered auditors. (Registered auditors do not need to meet the prerequisite for
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