Part 2: Acquisition management

System of acquisition management

1. (1) The municipal manager 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
authorised 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 managerment are properly taken

into account.

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

Range of procurement processes

12, (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}  written quotations for procurement transactions valued over R2,000 up to
R29,999 (VAT included);

(c) formal written price quotations for procurement transactions valued over

R30,000 up to R200 000 (VAT included); and '
e ——————
Pages 14 of 49

Ugu District Municipality
S Distrik Munisipaliteit
o, Urnasipala Wesifunda

P260




P261

(d)  acompetitive bidding process for—

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

(2) The municipal manager may, in writing-

(@) lower, but not increase, the different threshold values specified in
subparagraph (1); or
(b)  direct that —
(i) written or verbal quotations be obtained for any specific
procurement transaction value lower than R2,000:

(ii) formal written price quotations be obtained for any specific

procurement of a fransaction value lower than R30,000; or

(fii)  a competitive bidding process be followed for any specific

procurement of a transaction value lower than R200 000.

(3)  Goods or services may not déliberately be split into parts or items of
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.
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General preconditions for consideration of written quotations or bids

13. A written quotation or bid may not be considered unless the provider who
submitted the quotation or bid -

(a)  has furnished ~

(i) full name;

(ii) identification number or company or other registration number: and

(i) tax reference number and VAT registration number, if any;

(b}  has submitted a tax clearance from the South African Revenue Services that
the provider's tax matters 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:

(i) 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 (i) is
in the service of the state, or has been in the service of the state in the

previous twelve months.

Lists of accredited prospective providers

14.  {1)  The municipal manager must —

(a) keep a list of accredited prospective providers of goods and services that
must be used for the procurement requirements through written or verbal
quotations and 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

%
. Ugu District Municipality Pages 16 of 49
‘ Distrik Munisipalitelt
g Umasipala Wesifunda




P263

(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 quarterly to include any additional
prospective providers and any new commodities or types of services. Prospective
providers must be allowed to submit applications for listing at any time.

(3)  The list must be compiled per commodity and per type of service.

Petty cash purchases

15.  The conditions for procurement of goods by means of petty cash referred o in

paragraph 12 (1) (a) of this Policy, are as follows —

(@)  The Chief Financial Officer may, in writing, delegate the responsibility to
monitor Petty Cash purchases to the Accountant: Revenue/income Officer.

(b}  Goods and services may only be procured by way of petty cash, up to a
transaction value of R2,000 (VAT included).

(c) A maximum of five petty cash purchases per month will be allowed for each
department.

(d)  Total petty cash may not exceed R20,000.00 for each calendar month for the
whole municipality.

(e) Petty cash may only be used for the foﬂowing types of expenditure:
refreshments, catering, gifts, wheel puncture repairs, and other small items.

(f) a monthly reconciliation report from the Accountant expendifture must be
submitted to the Chief Financial Officer, including —
{i) the total amount of petty cash purchases for that month; and

(ii) receipts and appropriate documents for each purchase.

b T R R
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Written or verbal quotations
16.

verbal quotations are as follows:

(a)

(b)

(f)

The conditions for the procurement of goods or services through written or

Quotations must be obtained from at least three different providers preferably
from, but not limited to, providers whose names appear on the list of
accredited prospective providers of the municipality, provided that if
quotations are obtained from providers who are not listed, such providers
must meet the listing criterla set out in paragraph 14(1)(b) and (c) of this
Policy;

to the extent feasible, providers must be requested to submit such quotations
in writing;

if it is not possible to obtain at least three quotations, the reasons must be
recorded and reported quarterly to the municipal manager or another official
designated by the municipal manager; _

the municipal manager must record the names of the potential providers
requested to provide such quotations with their quoted prices: ‘

if a quotation was submitted verbally, the order may be placed only against
written confirmation by the selected provider:

and /or to apply Risk Management Policy, Defegaﬁon of Powers Authority,
SCM Policy, Delegation of Powers MFMA, Petly Cash as well as Budgeting
Policy.

- Formal written quotations

17.

(1) The conditions for the procurement of goods or services through formal

written price quotations are as follows:

(a)

(b)

quotations above R2,000.00 must be obtained in writing from at least three
different providers whose names appear on the list of accredited prospective
providers of the municipality;

quotations may be obtained from providers who are not listed, provided that
such providers meet the listing criteria set out in paragraph 14(1)(b) and (¢) of
this Paolicy;

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

(d)  the municipal manager must recerd the names of the potential providers and
their written quotations, and

(2) A designated official referred to in subparagraph (1) (¢) 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.

Procedures for procuring goods or services through written or verbal

quotations and formal written price quotations

18.  The procedure for the procurement of goods or services through written or

verbal quotations or formal written price quotations, is as follows:

(@) when using the list of accredited prospective providers the accounting officer
must promote ongoing competition amongst providers by inviting providers to
submit quotations on a rotation basis;

(b) all requirements in excess of R30 000 (VAT included) that are to be procured
by means of formal written price quotations must, in addition to the
requirements of paragraph 17, be scored on price and targeted goals points
designed ih terms of the Preferential Procurement Points Framework Act
(PPPFA) and its regulations and Broad Base Black Economic Empowerment
2003 and be advertised for at least seven days on the website and an official
notice board of Ugu District Municipality:

(c) offers received must be evaluated on a comparative basis taking into account
unconditionaf. discounts;

(d)  the municipal manager or chief financial officer must on a monthly basis be
notified in writing of all written or verbal quotations and formal written price
quotations accepted by an official acting in terms of a subdelegation;

(e)  offers below R30 000 (VAT included) must be awarded based on compliance
to specifications and conditions of contract, ability and capability to deliver the

goods and services and lowest price;
L Pages 12 of 49
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(f) acceptable offers, which are subject to the preference points system
(Preferential Procurement Points Framework Act (PPPFA) and its regulations
PPPFA and associated regulations), must be awarded to the bidder who
scored the highest points;

(9) for proper record keeping and audit purposes, the following documentation
must be kept by Finance and department procuring goods or services;

(i) the authorised purchase requisition produced by the department
requiring goods and services.

(i) formal written price quotations

(i) the order authorised by the Chief Financial Officer.

(iv)  formal signed delivery note submitted by the successful supplier.

(v)  formal invoice or certificate of work performed submitted by the
successful supplier.

(v)  goods received voucher, as prepared by expenditure: creditors section.

(vii) the cheque voucher prepared by the Accountant: Expenditure and
authorised by the Chief Financial Officer.

(viii) the authorised payment cheque.

(ix)  Any minutes of a bid resolution by the Bid Adjudication or Awarding
Committee.

(x) Proof of authorised direct payment (cash focus) processed for each

transaction

Competitive bids

19. (1)  Goods or services above a transaction value of R200 000 (VAT
included) and long term contracts may only be procured through a competitive
bidding process, subject to parragraph 11(2) of this Policy.

(2} No requirement for goods or services above an estimated transaction
value of R200 000 (VAT included), may deliberately be split into parts or items of

B
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lesser value merely for the sake of procuring the goods 'or services otherwise than

through a competitive bidding process.

Process for competitive bidding
20. The procedures for the following stages of a competitive bidding process are
as follows:
(a)  Compilation of bidding documentation as detailed in paragraph 21;
(b) Public invitation of bids as detailed in paragraph 22;
(c) Site meetings or briefing sessions as detailed in paragraph 22;
(d) Handling of bids submitted in response to public invitation as detailed in
paragraph 23;
(e) Evaluation of bids as detailed in paragraph 28;
(f) Award of contracts as detailed in paragraph 29,
(y)  Administration of contracts
(i) After approval of a bid, the accounting officer and the bidder must enter
into a written agreement.
(h) Proper record keeping
(i) Original / legal copies of written contracts agreements should be kept

“in a secure place for reference purposes.

Bid documentation for competitive bids
24.  The criteria with which bid documentation for a competitive bidding process
must —
(a)  take into account —
(i) the general conditions of contract and any special conditions of
contract, if specified;
(i) any Treasury guidelines on hid documentation; and
(iiy  the requirements of the Construction Industry Development Board
(CIDB), in the case of a bid relating to construction, upgrading or

refurbishment of buildings or infrastructure;
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(b} include the preference points system to be used, goals as contemplated in the
Preferential Procurement Reguiations and evaluation and adjudication criteria,
including any criteria required by other applicable legislation:

(c) compel bidders to declare any conflict of interest they may have in the
transaction for which the bid is submitted:

(d) if the value of the transaction is expected to exceed R10 million (VAT

included), require bidders to furnish—

(i) if the bidder is required by law to prepare annual financial statements
for auditing, their audited annual financial statements —

(aa) for the past three years; or
(bb) since their establishment if established during the past three
years;

(if) 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 overdye for
more than 30 days;

(iliy  particulars of any coniracts 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)  astatement indicating whether any portion of the goods or services are
expected to be sourced from outside the Republic, and, if 80, what
portion and whether any portion of payment from Ugu District Municipality
is expected to be transferred out of the Republic; and

(e)  Stipulate that disputes must be settled by means of mutual consultation,
mediation (with or without legal representation), or, when unsuccessful, in g
South African court of jaw.

Public invitation for competitive bids
22, (1)  The procedure for the invitation of competitive bids, is as follows:
(@) Any invitation to prospective providers to submit bids must be by means of a

public advertisement in newspapers commonly circulating locally, the website
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of the municipality or any other appropriate ways (which may include an
advertisement in the Government Tender Bulletin); and |
(by  The information 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
sub-paragraph (2) of this policy;

(i} a statement that bids may only be submitted on the bid
documentation provided by Ugu District Municipality; and

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

(iv)  statement stating that no late bid proposal will be accepted.

(2) The municipal manager 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 fo follow the official

procurement process.

(3) Bids submitted must be sealed.
(4)  Where bids are requested in electronic format, such bids must be

supplemented by sealed hard copies.

Procedure for handling, opening and recording of bids
23. The procedures for the handling, opening and recording of bids, are as
follows:
(a) Bids—
{i) must be opened only in public;
(ii) must be opened at the same time and as soon as possible after the

period for the submission of bids has expired; and
T e S SIS S S
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(b)

(c)

(i) received after the closing time should not be considered and returned
unopened immediately.

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;

No information, except the provisions in subparagraph (b), relating to the bid

should be disciosed to bidders or other persons until the successful bidder is

notified of the award; and

The municipal manager must —

(i} record in a register all bids received in time;

(i) make the register available for public inspection; and

(i) publish the entries in the register and the bid results on the website.

Negotiations with preferred bidders

24,

(1) The municipal manger may negotiate the final terms of a contract with

bidders identified through a competitive bidding process as preferred bidders,

provided that such negotiation —

(a)
(b)
(c)

does not allow any preferred bidder a second or unfair opportunity;
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 for record purposes.

Two-stage bidding process

25,
(a)
(b)

{c)

(1) Atwo-stage bidding process is allowed for —

large, complex projects;

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

long term projects with a duration period exceeding three years,
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(2) In the first stage technical proposals on conceptual design or
performance specifications should be invited, subject to technical as well as

commercial clarifications and adjustments.

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

invited.

Committee system for competitive bids

26. (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)  a bid adjudication committee;

(2)  The municipal manager appoints the members of each committee,

taking into account section 117 of the Act; and

(3) A neutral or independent observer, appointed by the municipal
manager, must attend or oversee a committee when this is appropriate for ensuring

fairness and promoting transparency.

(4  The committee system must be consistent with —
(a) paragraph 27, 28 and 29 of this Policy; and

(b)  any other applicable legislation.

(6)  The municipal manager may apply the committee system to formal

written price quotations.

Bid specification commitiees
27. (1) A bid specification committee must compile the specifications for each

procurement of goods or services by the municipality.

Ugu District Mundcipality Pages 25 of 49
Distrik Munisipaliteit
T Umasipala Weslfunda




pP272

(2)  Specifications -

{(a)  must be drafted in an unbiased manner to allow all potential suppliers to offer

their goods or services;

(b} must take account of any accepted standards such as those issued by
Standards South Africa, the International Standards Organisation, or an
authority accredited or recognised by the South African National Accreditation
System with which the equipment or material or workmanship should comply;

(¢)  must, where possible, be described in terms of performance required rather

than in terms of descriptive characteristics for design;

(d) may not create frade barriers in contract requirements in the forms of
specifications, plans, drawings, designs, testing and test methods, packaging,
marking or labeling of conformity certification:

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

(f) must indicate each specific goal for which points may be awarded in terms of
the points system set out in the Preferential Procurement Regulations 2001;
and

(g) must be approved by the municipal manager prior to publication of the
invitation for bids in terms of paragraph 22 of this Policy.

(3) A bid specification committee must be composed of:

(@  two officials of the municipality who must serve as standing members;
one from the Supply Chain Management Unit who will chair and the other

from Technical Services.
(b}  an official to be co-opted from the end user department preferably a

manager and a knowledgeable official responsible for the function

involved;
ot ———_— o —————————t e e ———————
Ugu District Municipality Pages 26 of 43
Distrik Munisipaliteit

A Umasipala Wesifunda




P273

(c)  co-opted external specialised expert.

(d)  must be appointed in writing for a period of 12 months which is in line with

the financial year end of the municipality, subject to the annual reviewal
of this policy;
(e}  the quorum must be equal to 50% of the number of permanent (as

opposed to co-opted) committee members, plus one member.

(4) No person, advisor or corporate entity involved with the bid
specification committee, or director of such a corporate entity, may bid for any

resulting contracts.

Bid evaluation committees
28. (1)  Abid evaluation committee must —
(@)  evaluate bids in accordance with —

{i} the specifications for a specific procurement; and
(i} the points system set out in terms of paragraph 27(2)(f).

(b)  evaluate each bidder’s ability to execute the contract:

(c)  check in respect of the recommended bidder whether municipal rates and

taxes and municipal service charges are not in arrears, and:

(d}  submit to the adjudication committee a report and recommendations

regarding the award of the bid or any other related matter.

(2)  Abid evaluation committee must as far as possible be composed of -

S
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(a) two officials of the municipality who must serve as standing members;
one from the Supply Chain Management Unit who will Chair and the

other from Technical Services.

(b)  an official to be co-opted from end user department preferabiy a
manager and a knowledgeable official responsible for the function

involved ;

{c)  co- opted external specialised expert;

(d)  must be appointed for a period of 12 months which is in line with the
financial year end of the municipality, subject to the annual reviewal of
this policy

(e) the quorum must be equal to 50% of the number of permanent (as

opposed to co-opted) committee members, plus one member.

Bid adjudication cornmittees
29. (1) A bid adjudication committee must —

(a)  consider the report and recommendations of the bid evaluation committee;

and
(b}  either—

(i depending on its delegations, make a final award or a recommendation

to the municipal manager to make the final award: or

(i) make another recommendation to the municipal manager how to

proceed with the relevant procurement.

(2) A bid adjudication committee must consist of at least four senior

managers of the municipality which must include —

m
-y
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(a)  Chief financial Officer

(b) Manager: Corporate Services

(c) Executive Manager: Technical Services

(d) Manager: Human Resources /or any senior manager

(e)  co-opted external specialised expert.

(f) the quorum must be equal to 50% of the number of permanent (as

opposed to co-opted) committee members, plus one member.

(3)  The municipal manager must appoint the chairperson of the committee.
If the chairperson is absent from a meeting, the members of the committee who are

present must elect one of them to preside at the meeting.

(4)  Neither a member of a bid evaluation committee, nor an advisor or
person assisting the evaluation committee, may be a member of a bid adjudication

commities,

(8)  (a) If the bid adjudication committee decides to award a bid other
than the one recommended by the bid evaluation committee, the bid adjudication

committee must prior to awarding the bid -

(i) check in respect of the preferred bidder whether that bidder's municipal

rates and taxes and municipal service charges are not in arrears, and;
(i) notify the municipal manager.
(b} The municipal manager may —

(i) after due consideration of the reasons for the deviation, ratify or reject
the decision of the bid adjudication committee referred to in paragraph

(a); and
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(i) if the decision of the bid adjudication committee is rejected, refer the
decision of the adjudication committee back to that committee for

reconsideration.

(6}  The municipal manager may at any stage of a bidding process, refer
any recommendation made by the evaluation committee or the adjudication

committee back to that cornmitiee for reconsideration of the recommendation.

(7)  The municipal manager must comply with section 114 of the Act within
10 working days

Procurement of banking services

30. (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 months before the end of an existing contract.

(3)  The closure date for the submission of bids may not be less than 60

days from the date on which the advertisement is placed in a newspaper in terms of
paragraph 22(1). Bids must be restricted to banks registered in terms of the Banks
Act, 1990 (Act No. 94 of 1980).
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Procurement of IT reiated goods or services

31. (1}  The municipal manager may request the State Information Technology
Agency (SITA) to assist with the acquisition of IT related goods or services through a

competitive bidding process.

(2)  Both parties must enter into a written agreement to reguiate the

services rendered by, and the payments to be made to, SITA.

(3)  The accounting officer must notify SITA together with a motivation of

the IT needs if -

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

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

(4) If SITA comments on-the submission and the municipality disagrees
with such comments, the comments and the reasons for rejecting or not following
such comments must be submitted o the council, the National Treasury, the relevant

provincial treasury and the Auditor General.

Precurement of goods and services under contracts secured by other organs

of state

32. (1) The municipal manager may procure goods or services under a

contract secured by another organ of state, but only if —

(a)  the contract has been secured by that other organ of state by means of a
competitive bidding process applicable to that organ of state;

(b)  there is no reason to believe that such contract was not validly procured,

(¢)  there are demonstrable discounts or benefits to do so; and

(d)  that other organ of state and the provider have consented fo such

procurement in writing.

(2)  Subparagraphs (1)(¢) and (d) do not apply if —
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(a)  a municipal entity procures goods or services through a contract secured by
its parent municipality; or
(b) a municipality procures goods or services through a confract secured by a

municipal entity of which it is the parent municipality.

Procurement of goods necessitating special safety arrangements
33. (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
34.  Ugu District Municipality supports the Proudly SA Campaign to the extent that,

all things being equal, preference is given to procuring local goods and services

from:

» Firstly — suppliers and businesses within the municipality or district;
o Secondly - suppliers and businesses within the relevant province;

e Thirdly — suppliers and businesses within the Republic.

Appointment of consultants
35. (1)  The municipal manager may procure consulting services provided that
any Treasury guidelines in respect of consulting services are taken into account

when such procurements are made.
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(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)  Inaddition to any requirements prescribed by this policy for competitive
bids, bidders must furnish particulars of ~

(@)  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 municipal manager 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.

Deviation from, and ratification of minor breaches of, proc'urement processes
36. (1)  The municipal manager may —

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

(i) inanemergency;

(i} if such goods or services are produced or available from a single  provider
only;

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

(iv)  acquisition of animals for zoos and/or nature and game reserves: or

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

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.

4 AL 4 ——
s Ugu District Municipality Pages 33 of 49
Distrik Munisipaliteit
T Umaslpala Weslfunda

P279




(2)  The municipal manager 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) dees not apply to the procuremant of goods and services contemplated in paragraph
11(2) of this policy.
Unsolicited bids
37. (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 municipal manager may decide in terms of section 113(2) of the

Act to consider an unsolicited bid, only if —

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

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

{c) 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 municipal manager 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 be open to other competitors;

(b)  an explanation of the potential benefits if the unsolicited bid were accepted;
and

(c) an invitation to the public or other potential suppliers to submit their comments
within 30 days of the notice.
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(4)  The municipal manager 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,

(8)  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 municipal manager 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 Ugu District
Municipality to the bid may be entered into or signed within 30 days of the

submission.

Combating of abuse of supply chain management system
38. (1)  The municipal manager must—

(@) take all reasonable steps to prevent abuse of the supply chain rmanagement system:

m
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(b)  investigate any allegations against an official or other role player of fraud,
corruption, favouritism, unfair or irregular practices or failure to comply with
this Policy, and when justified — |
(i) take appropriate steps against such official or other role player; or
(if) 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 public sector:

(d}  reject any bid from a bidder—

(i) if any municipal rates and faxes 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

(i) 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:

() cancel a contract awarded to a person if —

(1) 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

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

' (i) has abused the supply chain management system of the municipality

or-has committed any improper conduct in relation to such system:

(ii) has been convicted for fraud or corruption during the past five years:
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(i) has wilifully 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 municipal manager 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.

Part 3; Logistics, Disposal, Risk and Performance Management

Logistics management

39.  The municipal manager must establish and implement an effective system of

logistics management, which must include -

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

(b}  the setting of inventory levels that includes minimum and maximum levels and
lead times wherever goods are placed in stock;

(¢}  the placing of manual or electronic orders for all acquisitions other than those
from petty cash;

(d)  before payment is approved , certification by the responsible officer that the
goods and services are received or rendered on time and is in accordance
with the order, the general conditions of contract and specifications where
applicable and that the price charged is as quoted in terms of a contract;

(e}  appropriate standards of internal control and warehouse management to
ensure that goods placed in stores are secure and only used for the purpose
for which they were purchased:
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(f) regular checking to ensure that all assets including official vehicles are
properly managed, appropriately maintained and only used for official
purposes; and

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

services,

Disposal management
40. (1)  The criteria for the disposal or letting of assets, including
unserviceable, redundant or obsolete assets, subject to sections 14 and 90 of the
Act, are as follows:
(An obsolescence plan must be determined for each asset to ensure that
when the asset can no longer be maintained orused for its original
purpose, that there is a plan to replace it.
(if)A renewal plan must be determined for assets that have reached the
end of its useful life.
(iiAsset disposal decisions must be made within an integrated, service
and financial planning framework.
(2} Assets may be disposed of by —
(i) transferring the asset to another organ of state in terms of a provision
of the Act enabling the transfer of assets:
(i} transferring the asset to another organ of state at market related value
or, when appropriate, free of charge;

(i)  selling the asset; or
{iv)  destroying the asset.

e —r V—————
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(3)  Ugu District  Municipality must establish a disposal strategy to
determine the best mechanism of disposal for each asset and the municipal
manager must ensure that —

(@)  immovable property is sold only at market related prices except when the
public interest or the plight of the poor demands otherwise:

(b)  movable assets are sold either by way of written price quotations, a
competitive bidding process, auction or at market related prices,  whichever
is the most advantageous:

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

(d}  immovable property is let at market related rates except when the public
interest or the plight of the poor demands otherwise;

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

(f) where assets are traded in for other assets, the highest possible trade-in price

is negotiated; and

(g) in the case of the free disposal of computer equipment, the provincial
department of education is first approached to indicate within 30 days whether

any of the local schools are interested in the equipment.

Risk management

41. (1) The criteria for the identification, consideration and avoidance of
potential risks in the supply chain management system, are as follows:
(a) risk management aspect must be allocated to the Chief Financial

Officer, the SCM practitioners, the internal audit function and the
Audit Committee, each of which shall ultimately be accountable to

the Municipal Manager or the Council for the discharge of their
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responsibilities.

(2} Risk management must include —-

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

(b} the allocation of risks to the party best suited to manage such risks:

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

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

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

unambiguous confract documentation.

Performance management

42. The accounting officer must establish and implement an internal monitoring
system in order to determine, on the basis of a retrospective analysis, whether the
authorised supply chain management processes were followed and whether the

objectives of this Policy were achieved.

Part 4: Other matters

Prohibition on awards to persons whose tax matters are not in order
43. (1)  No award above R15 000 may be made in terms of this Policy to a
person whose tax matters have not been declared by the South African Revenue

Service to be in order.

(2) Before making an award to a person the municipal manager must first
check with SARS whether that person’s tax matters are in order,
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(3) It SARS does not respond within 7 days such person’s tax matters may

for purposes of subparagraph (1) be presumed to be in order,

Prohibition on awards to persons in the service of the state

44.  lIrrespective of the procurement process followed, no award may be made to a

person in terms of this Policy —

(@)  who isin the service of the state;

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

(c) a person who is an advisor or consultant contracted with Ugu District

Municipality.

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

45.  The municipal manager must ensure that the notes to the annual financial
statements disclose particulars of any award of more than R2,000 to a person who is
a spouse, child or parent of a person in the service of the state, or has been in the
service of the state in the previous twelve months, including —

(a)  the name of that person:

(b} the capacity in which that person is in the service of the state; and

{c) the amount of the award.

Ethical standards

46. (1)  Acode of ethical standards as set out in the “‘National Treasury’s code
of conduct for supply chain management praciitioners and other role players
involved in supply chain management” is hereby established for officials and other
role players in the supply chain management system of the municipality in order to
promote-

{a) mutual trust and respect; and
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(b) an environment where business can be conducted with integrity and in a fair

and reasonable manner.

(2) A breach of the code of ethics must be dealt with as follows -

(@) in the case of an employee, in terms of the disciplinary proéedures of the
municipality envisaged in section 67(1)(h) of the Municipal Systems Act;

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

(c) In all cases, financial misconduct must be dealt with in terms of chapter 15
of the Act.

inducements, rewards, gifts and favours to municipalities, officials and other
role players
47. (1)  No person who is a provider or prospective provider of goods or
services, or a recipient or prospective recipient of goods disposed or to be disposed
of may either directly or through a representative or intermediary promise, offer or
grant —
(@)  any inducement or reward to Ugu District Municipality for or in connection
with the award of a contract; or
(b)  any reward, gift, favour or hospitality to -
(i) any official; or
(i) any other role player involved in the implementation of this Policy.

(2)  The municipal manager must promptly report any alleged contravention
of subparagraph (1) to the Nationa! Treasury for considering whether the offending
person, and any representative or intermediary through which such person is alleged
to have acted, should be listed in the National Treasury’s database of persons
prohibited from doing business with the public sector.

(3)  Subparagraph (1) does not apply to gifts less than R350 in value.
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Sponsorships
48.  The municipal manager must promptly disclose to the National Treasury and

the relevant provincial treasury any sponsorship promised, offered or granted,
whether directly or through a representative or intermediary, by any person who is —
(a) a provider or prospective provider of goods or services: or

(b} a recipient or prospective recipient of goods disposed or to be disposed.

Objections and complaints

49.  Persons aggrieved by decisions or actions taken in the implementation of this

supply chain management system, may lodge within 14 days of the decision or

action —

(a) if the objection or complaint is against the procurement process, submit a
written objection or complaint against the decision or action to the accounting
officer of the municipality who shall, in turn, within 24 hours refer the written
objection or complaint to the independent and impartial person referred to in
paragraph 50 for resolution or

(b) if such complaint or objection is against the award of a bid, lodge a written
appeal with the Municipal Bid Appeals Tribunal in accordance with the

provisions of paragraph 50A.

Resolution of objections and complaints against procurement process

50. (1)  The accounting officer must appoint an independent and impartial
person, not directly involved in the supply chain management processes to assist in
the resoiution of objections and complaints between the municipality and any other
person regarding - '
(a)  the implementation of the procurement process in terms of the supply chain

management system; or
(b)  any matter arising from the implementation of the procurement process in

terms of the supply chain management system.
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(2)  The accounting officer, or another official designated by the accounting
officer, is responsible for assisting the appointed person to perform his or her

functions effectively.

(3)  The person appointed must —
(a)  strive to resolve promptly all objections and complaints
received; and
(b)  submit monthly reports to the accounting officer on all such objections and

complaints received, attended to or resolved.

(4)  If the independent and impartial person referred to in paragraph 50.1,
is of the view that a matter which should be dealt with in terms of paragraph 50A, he
or she shall forthwith refer the matter to the Municipal Bid Tribunals and that Tribunal
shall then hear and determine the matter in accordance with the provisions of

paragraph 50A.

(6)  An objection or complaint may be referred to the KwaZulu-Natal

Provincial Treasury if;

(a)  the objection or complaint is not resolved within 60 days; or

(b) no response is forthcoming within 60 days.

(6)  If the Provincial Treasury does not or cannot resolve the matter, the

objection or complaint may be referred to the National Treasury for resolution.
30A. Municipal Bid Appeals Tribunal

(1) The council shalt establish a Municipal Bid Appeals Tribunal for its area
of jurisdiction to hear and determine an appeal against the award of a bid.
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(2)  The accounting officer of the municipality, in consultation with the
Provincial Treasury, shall appoint the Chairperson, Deputy Chairperson and

Members of the Municipal Bid Appeals Tribunal,

(3}  The powers, duties and functions of the Municipal Bid Appeals
Tribunal, and matters incidental thereto, are set out in the Rules which are appended
to this Supply Chain Management Policy and marked Appendix A. '

(4)  The administrative and secretarial work involved in the performance of
the duties and functions of the Municipal Bid Appeals Tribunal shall be performed by
officers of the Provincial Treasury as set out in the Rules referred to in paragraph
50A.3.

(5)  There shall be no further appeal against a decision of the Municipal Bid

Appeals Tribunal.

Contracts providing for compensation based on tumover

91.  If a service provider acts on behalf of Ugu District Municipality to provide any
service or act as a collector of fees, service charges or taxes and the compensation
payable to the service provider is fixed as an agreed percentage of turnover for the
service or the amount collected, the contract between the service provider and the

Ugu District Municipality must stipulate —
(a)  acap onthe compensation payable to the service provider: and

{(b) that such compensation must be performance based.

CALCULATION OF THE PREFERENT POINT SYSTEM

52. The 80/20 or 80/10 Preference Point System

Preference point systems

R
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{a) The 80/20 preference point system is applicable to bids* with a Rand value
equal to, or above R30 000 and up to a Rand value of R1 million (all
applicable taxes included). Institutions may apply the 80/20 preference pbint
system fo price quotations with a value less than R30 000 if and when

appropriate.

(b) The 90/10 preference point system is applicable to bids with a Rand value

above R1 million (all applicable taxes included).

Calculation of points for price

The PPPFA prescribes that the lowest acceptable bid will score 80 or 90 points for
price. Bidders that quoted higher prices will score lower points for price on a pro-rata

basis.

The formulae to be utilised in calculating points scored for price are as follows:
80/20 Preference point system [(for acquisition of services, works or goods up to a

Rand value of R1million) (all applicable taxes included)]

Ps = 80{1- Pt — Pmin)
Pmin
Where ,
Ps = Points scored for comparative price of bid or offer under consideration
Pt = Comparative price of bid or offer under consideration
Pmin = Comparative price of lowest acceptable bid or offer,
Preference point system [{(for acquisition of services, works or goods

with a Rand value above R1miliion) (all applicable taxes included)]

Ps = 80(1- Pt — Pmin)
Pmin
Where
Ps = Points scored for comparative price of bid or offer under consideration

Pt = Comparative price of bid or offer under consideration
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Pmin = Comparative price of lowest acceptable bid or offer.
Points scored must be rounded off to the nearest 2 decimal places.
Calculation of points-for B-BBEE status level of contributor

Points must be awarded to a bidder for attaining the B-BBEE status level of

contribution in accordance with the table below:

B-BBEE Status Level of | Number of points Number of points
Contributor (90/10 system) (80/20 system)
1 10 20

2 g 18

3 8 16

4 5 12

5 4 8

6 3 6

7 2 4

8 1 2
Non-compliant 0 0

contributor

A bid must not be disqualified from the bidding process if the bidder does not submit
a certificate substantiating the B-BBEE status level of contribution orisa
non-compliant contributor. Such a bidder will score zero (0) out of & maximum of

10 or 20 points respectively for B-BBEE

Calculation of total points scored for price and B-BBEE status level of
conftribution

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

EVALUATION OF BIDS THAT SCORED EQUAL POINTS
In the event that two or more bids have scored equal total points, the successful
bid must be the one that scored the highest points for B-BBEE.
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If two or more bids have equal points, including equal preference points for BBBEE,

the successful bid must be the one scoring the highest score for

functionality, if functionality is part of the evaluation process.

In the event that two or more bids are equal in all respects, the award must be

decided by the drawing of lots.

CANCELLATION AND RE-INVITATION OF BIDS

(a) In the application of the 80/20 preference point system, if all bids received
exceed R1 000 000, the bid must be cancelled. If one or more of the
acceptable bid(s) received are within the R1 000 000 threshold, all bids
received must be evaluated on the 80/20 preference point systam.

(b) (b) In the application of the 90/10 preference point system, if all bids received
are equal to or below R1 000 000, the bid must be cancelied. If one or more of
the acceptable bid(s) received are above the R1 000 000 threshold, all bids
received must be evaluated on the 80/10 preference point system.

(c) If a bid was canceiled in terms of paragraph (a) or (b), the correct preference
point system must be stipulated in the bid documents of the re-invited bid.
An AQ may, prior to the award of a bid, cancel the bid if:
(a) Due to changed circumstances, there is no longer a need for the services,
works or goods requested. [AOs / AAs must ensure that only goods, services
or works that are required to fulfill the needs of the institution are procured]; or

(b) Funds are no longer available to cover the total envisaged expenditure. [AQ
has to ensure that the budgetary provisions exist]; or

(c) No acceptable bids are received. [If all bids received are rejected, the
institution must review the reasons justifying the rejection and consider
making revisions to the specific conditions of contract, design and

specifications, scope of the contract, or a combination of these, before inviting

new bids].
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AWARD OF CONTRACTS

(a) A contract must be awarded 1o the bidder who scored the highest total

humber of points in terms of the preference point systems.

(b) In exceptional circumstances g contract may, on reasonable and justifiable
grounds, be awarded to a bidder that did not score the highest number of
points. The reasons for such a decision must be approved and recorded for
audit purposes and must be defendable in 3 court of iaw.

Commencement
This Policy takes effecton| / ]

ceting Date Resalutic
Top Management '
EXCO l
Revision 1
Management
Commiftee

Extended Management
Commiitee

LLF

Corporate Services
Portfolio

EXCO
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1. Purpose

The purpose of this policy is to establish a borrowing framewcrk for ihe Municipality and to set

out the objectives, policies, statutory requirements and guidelines for the borrowing of funds, in

arder to;

1.1. Manage interest rate and credit rigk gxposure;

1.2. Maintain debt within specified limits and ensure adequate provision for the repayment of
debt:

1.3. ensure compliance with all Legislation and Coundi! policy goveming borrowing of funds,

2. Legislative Framework

Al borrawings made by the Municipalty shail be subject io the requirements of the Local a
Government: Municipal Finance Act, 2003 { the MFMA") and the Municipal Regulations on

Debt Disciosure { “the Disclosure Regulations") made there under and published under =
Government Notice R 492 in Government Gazetle 28966 of 15 June 2007.

3. Definitions

Any word or expression used in this policy shall, unless the context clearly requires a different
interpretation, bear the same meaning attached to it in the MFMA or the Disclasure Regulations, o
as the case may be; provided that if there is any conflict between a definition contained in the
MFMA and & definition contained in the Disclosure Regulations, then the dafinition comtained in -
the MFMA shall pravail, ‘

4. Types of Debt

4.1, This policy applies to the debt incurred by the Municipality through the issue of municipal :
debt instruments or in any other way.

4.2, Without derogating from the generallty of the preceding subparagraph, this policy will i
apply:
4.2.1. Toany debt, whether short -term or long term;

"M" e —— p -_ c
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4.2.2. To any debt incurred pursuant to any financing agreement, which Includas any of
the following agreements under which the Municipality undertakes to repay a long-
term debt over a perlod of time:

4221, Loanagreements;
4222, Leases;
4223  Instalment purchase centracts;
4.2.24.  Hire purchass arrangements;
4.2.3. Toany debt created by the issuance of municipal debt instruments, Incluging:
4.2.31.  Anynotg;
4.2.32. Bond; or
4.2.33. Debenture; and

4.2.4. To any contingent lizbility such as that created by guaranteeing a monetary liability

or obligation of another.

5. Principles Guiding Borrowing Practices

The following principle shall guide the borrowing practices of the Municipaiity, namely:

2.1, Risk Management: The need to manage interest rate risk, credit risk exposura and to -

maintain debt within specified limits is the foremost objective of the borrowing poiloy. To
attain this objective, diversification is required to ensure that the Chief Financial Officer
prudently manages interest rate and credit risk exposure;

5.2. Cost of Borrowings : The bormowings should be structured to obiain the lowest possible '
interest rate, on the most advantageous terms and conditions, taking cognisance of o
borrowing risk consiraints, infrastructure needs snd the borrowing limits determined by -

Legislation:

5.3. Prudence: Borrowings shall be made with care, skill, prudence and diligerce. To this end, ;

officials of the Municipality are required to:

5.3.1. adhere to this policy, and cther procedures and guidelines;
5.3.2. exsroise due diligence;

5.3.3. prepare ail reports in a timely fashion:

5.3.4. ensure strict compliance with all Legislation and Coungil policy.
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B. Factors to be taken into account when borrowing

6.1. The Municipality shall take into account the following factors when deciding whether to -

incur debt:

6.1.1. the type and extent of benafits 1o be obtained from the borrowing;

8.1.2. thelength of time the benefits wili be received;

8.1.3. beneficiaries of the acquisition or development financad by the debt;

6.7.4. the impact of interest and redemption payments on both current and forecast
Income;

8.1.5. the current and future capacity of the Municipality’s revenue base to pay for -

borrowings;

6.1.8. cther current and projectad sources of funds:

8.1.7. likely movements in interest rates for variabie rate horrowings:

6.1.8. competing demands for funds;

6.1.9. timing of money market interest rate movements and the iohg term rates on the
interest rate curve,

6.2. The Municipality will, in general, seek to minimise its dependence on horrowings In order

to minimise future revenue committed to debt servicing and redemption charges.

7. Sources of Borrowings

7.1. Subject o any particular determination of the Council of the Municipality, the Municipaiity
may enter into financing agreemants with:
7.1.1. Registered Scuth African Banks;
7.1.2. The Development Bank of Southern Africa;

7.1.3. Vendors of goods acquired under instalment purchase confracts or hire purchase '.

arrangements;

7.2. Unless the Councit of the Municipality specifically determines otherwise, the Municipality
shall not incur any debt by the issuance of any municipal debt instruments.

Ugu Distriot Municipaiity Pages 5 of
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8. Short-term Debt

8.1. The Municipality may incur short —term debt only In accordance with and in the
circumstances contemplated in Section 45 of the MEMA.

8.2, In partlcular, the provisicns of section 45 (1) of the MFMA must be noted, these requiring ER

that the Municipality may incur short —term debt only when necessary to bridge:

8.2.1. Shortfalis within a firancial year during which the debt is Incurred, in expectation of

specific and realistic anticipated income fo be received within that financiat year; or
82.2. Capital needs within & financial year, to be repald from specific funds to be received
from enforceable allocations or long-term debt commitments.

8.3. Furthermore, as required by section 45 (4} of the MFMA, the Municipality must pay off - T

short term debt within the financial year.

9. Overdraft Facility

9.1. Overdraft faclliies are regulated by Section 45(3) of the MFMA.

10. Long Term Debt

10.1. The Municipality may incur long-term debt only in accordance with and in the
circumstances contemplated in Section 46 of the MFMA.

10.2. Long-term debt may be incurred only for the purposes contemplated in Secticn 46(1} of e

the MFMA, namely:

10.2.1. Capltai expenditure on property, plant or equipment te be usad for the purpose of !.:- ',F i

achieving the objects of local government, as set out in Section 152 of the
Constitution; or
10.2.2. Re-financing existing long term debt, subject to section 46(5).

- ... —_— . i
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11.

12

13,

14.

Council approval

Sections 45(2) and 46(2) require that sort-term debt and long-term debt respectively may be -

incurred only if;

11.1. A resoiution of the Councll, signed by the Mayor, has approved the debt agreement:

11.2, The accounting officer has signed the agreement or other document which creates or
acknowledges the debt. ‘

. Refinancing

12.1. Shortterm debt may not be renewed or refinanced where that would have the effect of
extending the short-term debt inte a new financial year.

12.2. The Municiality may borrow in order to refinance long-term debt subject to the . ;

conditions contained in Section 46(5) of the MFMA.

Early repayment of loans

13.1. No leans will be repaid before due date unless there is a financlal benefit to the

Municipality.

13.2, The Municipality shall therefore assess the nature and extent of any benefits of early ©

repayment before it makes any such early repayment,

13.3. Cognisance must be taken of any early repayment penalty clauses in the initial loan - -

agreement, as part of the assessment.

Debt Repayment Period

14.1. As far as is praclical, cognisance must be taken of the useful lives of the underlying -

assets to be financed by the debt for purposes of determining the duration of the debt,
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14.2, Should it be established that it Is cost effective to borrow the funds for a duration shorter
than that of the life of the assel: the Municipalify should endeavour to negotiate terms for oo

the loan agreement on a shorter duration.

15. Provision for Rademption of Loans

15.1. The Municipality may set up sinking funds to facilitate loan repayments, especially when -

the repayment Is to be met by a bullet payment on the maturity date of the loan.

15.2. Such sinking funds may be invested directly with the Lender's Bank.

15.3. The maturity date and accumuiated value of such investment must coincide with the

maturity date and amount of the intended loan that is fo be repaid.

16. Non-Repayment or Non-Servicing of Loan
16.1. The Muricipaiity must honour all its loan obligations.
16.2. Failure to effect prompt payment may jeopardise the Municipality's credit rating and
adversely affect the abllity of the Municipality to rzise loans In the future loans at

favourable interest rates.

16.3. iIn addition to ensuring the timely payment of the loans, the Municipaiity must adhere to

the covenants stipulated in the loan agreements, Including, in particular, the following

where applicable:

16.3.1. fumishing audited annual financial statements;
16.3.2. maintaining long-term credit rating:
16.3.3. reporting of material changes in financial position of the Municipality,
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17. Borrowing for Investment Prohibited

The Municipality shall not under any circumstances borrow funds for the burposes of investing
them,

18, \Fron-t-mading-Prohibiteq

The Municipality sha Aet-uhderany -ireamstaneos-boirew Hurds, (_shall only under the

following snecific conditions barrow funds} for the purposes of funding grant funded projects in

advance and.use fufure grants as security for the. repayment of siich advances:; |

“Comment [#1T: Adged during 2015
Tevlew, oo TR

Approval from Grantor, inclusive of undertaking in writing that such approval will .

< Formatted; Font: Net Bold

not, in any way, diminish the chances of the, Municipality cualifving for such grant,

______________ "‘@matted: Font: Not Bold j
."‘::\"T‘@rmatted: Font: Not Bold T
: : \‘@rmatted: Font: Not Bold j
Cenclusion of Agreement, to which Municipality, Grantor and relevantTreasury are Parties. -4 Formatted: Fort Not B

Resolution of Council approval

19. Security

19.1. Sectlon 48 of the MFMA provides that the Municipality may provide security for any of its
debt obligations in any of the forms referred to in Section 48(2).

19.2, Such securlty shall be given only pursuant to a resolution of the Council, which
resolution must comply with the provisions of Section 48(3), (4) and (5) of the MFMA..
20. Disclosure

20.1. Section 49 of the MFMA requires that any person Involved in the borrowing of money B

by a municipality must, when interfacing with a prospective lender or when preparing :
documentation for consideration by & prospective investor Any Officlai involved in the
securing of loans by the Municipality must, when interacting disclose afl relgvant _ - _
information in that persons possession or within that person's knowledge that may be : R
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materfal to the declslon of that lender or investor, and take reasonable care to ensure the
accuracy of any information disclosed.

2.2, In addition the Disclosure Regulations establish detailed requirements for the disclosure
of information 1o prospective lenders and investors. Regulations 2, 3, 4,5.[ ], 15, 16
and 17 are of particular importance to the Municipality, given the nature of the - -
borrowings which it intends to make. .

21. Guarantees

The Municipality may issues guarantees only in accordance with the provisions of Section 50
of the MFMA.

22. Internal Controt

The accounting officer shall ensure that mechanisms, procedures and systems are put in place
0 ensure that:

22.1. Duties are separated in order to prevent fraud, collusion ard other misconduct;
22.2. loan agreements and contracts are kept in proper safe custody;

22,3, there is a clear delegation of duiies relating to the borrowing process:

22.4. senior officials check and verify all transactions:

22.5. transactions and repayments are properly documented,

22.6. & Code of ethics and standards is established and adhered to;

22.7. procedures relating to the borrowing process are established.

23. National Treasury Reporting and Monitoring Requirements

T Ugu District Municipality Pages 10 of SRR
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The Municipality shall promptly submit !l returns and reports relating to borrowings as required o
by National Treasury, including reports on the Municipality's external interest paid each month,
and the quarterly itemization of ali of its external borrowings.

24. Other Reporting and Monitoring Requirements

24.1. The Municipality shall on a monthly basis perform the following control and reporting -
funclions relevant to borrowings:
24.1.1. Reconciliation of bank accounts;
24.1.2. Payment requisition verffication and authorization:
24.1.3. Complstion of South African Reserve Bank returns:
24.1 .4, Maintain schedule of payment dates and amounts:
24.1.5. Complete National Treasury Cash Fiow returns:
24.1.6. Submission of particulars of borrowings as required by Section 71 of MFMA,
24.1.7. Perform analysis of ratios;
24.1.8. Serutinise loan agreements to ensure compliance with loan covenants.

24.2. The Municipality shall on a quarterly basls perform the foliowing control and reporting
functions relevant lo borrowings:
24.2.1. Submit National Treasury Borrowings return
24.2.2. Prepare debt schedules for reporting to the Executive Committes.

25, Related Policles

This policy must be read in conjunction with the following other policies of the Municipality:
25.1. Budget Process Palicy;
25.2. Cash Management and Investment Policy;

- Ugn District Munjcipality Pages 11 of e
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26. Municipal Manager to Implement Policy

The Municipal Manager, as accounting officer of the Municipailty, shall be responsible for
implementing this pclicy, provided that he or she may delegate in writing any of his or her
powers under this policy to any other official of the Municipality.

27. Commencement

This poiicy shall come into force on [ 1.
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28, Records of Approval . Sl :' o !

| Resolution

Top Managemant
EXCO

Revision 1

BTS Task Team
Top Managemant
Extended Top
Management

LLF

Corperate Services
Portfolio

EXCO
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To provide quality drinking and access to sanitation. Create an enabling environment for social and

economic development. Ensure community participation and coordinate public and private players.

All employees of Ugu work towards service excellence. We will, at all times, perform our duties to

the best of our abilities. Our conduct will bear the mark of professionalism and serve as proof of our

commitment to service excellence

In pursuit of our vision; guided by Batho Pele Principlés; we pledge to transform Ugu DM and deliver
services to the communities by:

e Consulting customers and stakeholders every time;

¢ Publishing our service standards annually;

¢ Being open and transparent to our customers and stakeholders;

¢ Treating our customers courteously at all times;

» Providing accurate information to the public;

s Ensuring our customers have access to all our services;

» Redress where we acted below our promised standards;

* Providing best value formoney in compliance to our mission;

¢ Enceuraginginnovation and rewarding excellence for improved service delivery;
»  Providing feadership to implement the set strategic direction of the Municipality;
e Measuring our service deliveryimpactto give feedback to our customers and stakeholders.




The Customer Service Charter is an integral part of the strategic outlook of the Ugu District
Municipality. It ensures a continued focus upon effective and efficient delivery of services to all

customers, both external and internal.

The Ugu District Municipality works within a framework of five organisational values -~

2.2.1 RESPECT
o Treat others with consideration, courtesy and honesty,
e [ncourage and acknowledge effort and initiative,
¢ Believe in the ability of others,

¢« Recognise and acknowledge diversity and equal employment principles.

2.2.2 OPENNESS
e Share information and ideas,
e Listen and provide feedback in a positive manner,
e Only talk positively about others,

e Tazke responsibility for own actions,

2.2.3 TEAMWORK
e Work as a team and assist each other for thebetterment of the Municipality, its residents
and visitors,

& Provide a high level of customer service,

2.2.4 LEADERSHIP
* Involve employees and community in decisicn-making,
& Communicate plans and objectives,
» [Encourage learning and personal development,

e Lead by example.

2.2.5 EXCELLENCE
¢« Strive to learn,

s Actively seek and evaluate new ways of doing things.
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Staff of the Ugu DistrictMunicipality are committed to:

« Respecting the diversity of our community,

e Being fair and accountable in our service delivery,

e« Being transparent in our decision making,

¢  Working with our customers to understand and respond to their needs both now and in the
future,

¢ Providing opportunities for community engagement,

¢ Striving for excellence in all that we do,

e Focusing our improvement efforts on better service for our customers.

We are committed in delivering Services by abiding to the following categories of Service Standards

* Main Departmental Service standards, which are based on the core services rendered by the municipality
for your benefit

e  Operational Service standards, based on our day to day activities which affect you on regular basis

¢  Generic Customer Care Service standards, which explain our general conduct towards you on specific soft
issues
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OFFICE OF THE MUNICIPAL MANAGER - The Municipality shall ensure functional Inter
Governmental Structures within the District

- The Municipality shall provide support to its Local
Municipalities to ensure all Ward Committees are fully
functional

- The Municipality shall ensure that it is compliant with all
legislation and regulations pertaining to its operations

- The municipality will develop and review a credible IDP
each year, supported by a sound Perfaormance
Management System

- The Municipality shall ensure that the Audit functions are
carried out in a transparent and ethical manner

- Water Services Authority shall ensure that transparent
Tariff structure are published prior to adoption

- There will be a reward system for all individuals and teams

to recognise their excellence of service

COPORATE SERVICES: HUMAN RESCURCES - All supervisors shall, through attendance registers, do
inspection; ensure that working hours are kept as per the
HR policy.

- All employees shall be provided with name tags and
offices shall have identifiable door-signs

= Supervisors shall always be availabie for staff debriefing,
supervision and appraisal. ,

- There will be a reward system for all individuals and

teams to recognise their excellence of service

TREASURY: REVENUE MANAGEMENT - Customers shall receive 100% accurate hilling statements.

- Water disconnection of defaulting customers will be done
after 3 reminders.

=~ An SMS or letter of recognition shall be sent to customers
who have not defaulted in their accounts payment.

- The revenue collection rate shall not be less than 90%.

- There will be a reward system for all individuals and teams
to recognise their excellence of service.

LOCAL ECONOMIC DEVELOPMENT & - There will be 100% compliance with air quality
ENVIRONMENTAL SERVICES tegisiation. _

- The standard operation procedure will always be used
to guide the implementation of policies.

- Health and Environmentat Services management will
always keep an open door policy to encourage
communication and also enhance progress and
innovation.

- There will be a reward system for ail individuals and

teams to recognise their excellence of service
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WATER AND SANITATION SERVICES - Interrupted water supply shall be restored within 48
hrs.

= There will be a reward system for all individuals and
teams to recognise their excellence of service.
- Ugu DM shall strive to improve and maintain-the blue

drop and green drop certification

i7 R

New connections

s Meter replacement (faulty meters) e 30 working days (maximum) from date of request

« Requested disconnections ¢« Within 5 warking days after official reguest

¢« Reconnections e Within 48 working hours from time of receipt of proof
of payment

«  Planned Interruption & 24hours’ notice {minimum) Resteration within set time

limits and alternative supply if longer than 4hrs

¢ Unplanned Interruption » Restoration within 24hours and alternative supply if '
longer than 4hours.
¢« Designated delivery points will be identified with

communities where affected citizens may collect relief

water from the relief tank or truck

« Public notices if longer than 24hrs

« Poor Water Quality s« 24hours for reported incidents
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Smell e Asperincident Management Protocol for lab resuits

&  Within 24hrs

Burst pipe e  Will be attended to within 4hours and repaired within

24hoursof reporting/discovery

Leaks ¢ Will he attended to within 24 hours

Backfilling and road reinstatement + Backfilling should be done within 3 working days after

completion of repairs.

Spillages/blockages s Within 24hours of reporting/discovery
VYacuum Tanker emptying requests e Within 48hours of request
Sewer collapse/pumping main failure ¢ According to standard schedule

e Minimise nuisance within 24hours and restore pipeline

within 5 days
Production downtime «  Maximum 24hours
Process downtime ¢  Maximum 5 working days

Services Service Standards
e Request for a copy of an invoice ¢+ Within 4 hours of request
® Querying an inaccurate invoice e Feedback will be provided within 7 days
¢ Request reversal of penalties after s Account will be adjusted accordingly after 3
fixing a leak and submission of consecutive readings {3 months)
plumber’s report
s Application for indigent support s Will be finalized within 4 weeks after verification of




documents recejved

Meter Reading

All meters will be read bi-monthly.

Billing

Customers to receive bills each month by post or e-

mail.

Creditors Management

Pay creditors within 30 days of authorisation of

invoice.

Procure goods and services on

behalf of the municipality

At all times to be guided by Supply Chain
Management Policies when procuring goods and

services on behalf of the municipality.

Services

Service Standards

e

Food Poisoning:

Investigation commences immediately (Z4hours a

day )

Food Related Complaint:

Investigation commences within 1 working day

Communicable disease notification

Investigation  commences  within @ 24 hours
*depending on the classification of the disease and

manner of notification

Environmental pollution { air, sail,
water)

Certificate will be issued within 1 day once 100%

compliance has been determined by the authorities.

complied

- Certification/Permitting

Atmospheric Emissions Licensing

Acknowledgment within 7 days of receiving
application. Processing and issuing within 90 days if
fully compliant. Appeal will he responded to within

30 days
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¢«  Complaints investigation on Health

} , ¢ Feedback within 48 hours
and Environmental Services

1. Language

All Frontline staff members are available and adequately trained to be able to handle queries in both
English and IsiZulu as the main spoken languages.

1.1 Switchboard standards

. & =

Al calls will be answered within 5 rings

All calls, regardless of caller will be answered in a consistent professional manner
We ensure the appropriate resource contact is identified to resolve the issue

We ensure that call goes through to the right contact or a suitable substitute

If a message taken, it is delivered

1.2. Once the call is transferred;the following guidelines apply

We will introduce ourselves properly and ensure that the caller will be able to contact us again if
reguired.

We will identify the callers name and requirements accurately and politely

We will speak clearly avoiding jargon and abbreviations

We will log/record details of the caller and the issue

Summarises what the caller has said to check our understanding

Ensure we have the caller's number in case we need to call back

We will respond to the caller’s need efficiently and effectively

We will only transfer a call if we know we have the correct contact to avoid passing the caller
around unnecessarily

If the transfer is unsuccessful we will return to the caller and reassume responsibility

If a query is transferred, we will make sure that the new contact person assumes responsibility
for the guery- until this is confirmed the transferor is responsible.

We will notify callers of any delays in resolving their enquiries, with reasons

We will observe confidentiality procedures and only give callers infarmation in fine with PAIA,
PAJA, and POPI PAIA, regulations

If the problem can’t be resclved immediately, we will ensure that we follow it up until it is
resolved

We will give the customer a reference number ar a responsible official’s name and contact

~ number so that they can follow-up and track progress on their query

We will make sure the person is called back on resolution, or if there are any delays in resolving
the matter
We will check answering machines and voice mail regularly and return calls promptty.

10
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1.3. Dealing with difficult customers

s We will treat difficult callers with the same respect one would use for any other caller

*  We will attempt to determine the cause of their anger/frustration
We will remain calm and courteous

¢ Ifthe call degenerates into personal abuse-e.g. personal insults or offensive language- we
will either indicate to the caller that we are unwilling to continue the conversation and
terminate the call, reporting the incident to the supervisor, or transfer the call to a
supervisor,

1.3.1. Telephonic enquiries

We put ourselves in the caller’s shoes and try to see things from his or her point of view.
We will apologise on behalf of the Municipality for any mistake made even if we are not
persanally responsible.

We listen to the caller and indicate we are doing so by summarising key points

We adopt a positive tone.

We remain courteous at all times.

We may continue to assist a Caller who is insists on using abusive language.

1.4.1. Written guery standards

i.5.

1.6.

All written enquiries and complaints will be logged and filed ensuring a proper traceable paper
trait.

Written responses, where required will be logged and filed.

A file review system will be implemented to ensure that files are periodically checked to ensure
that there are no outstanding issues related to the case.

Files to be archived for a period of 5 years in line with the Municipal file plan.

Accessibility

¢ We will maintain our rural offices with same professionalism in order to provide our
customers with the good service they deserve .

¢  We will produce written documents in clear readable print .

e We will provide responses in plain, jargon free language.

e We will provide the option of responding using other official languages common to the

s  District.

s We will produce information in alternative formats and according to PAIA of Council

Consistency and identity

*  We will write in a professional and courteous manner.,

e We will use municipality approved stationery.

*  We will develop and use document templates that reflect the municipality’s identity and
ensure consistency and uniformity,

* We will identify all correspondence, literature, leaflets and other publications with the
municipality’s approved logo.

*  We will always check written materials carefully, not relying on an electronic spell check.

11
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1.7. Efectronic communication

*  We will check e-mails regularly and reply to them promptly e.g. acknowledge receipt within
24 hours and respond within 5 working days.

* We will avoid using ‘sms’ language or other e-slang or jargon- even if the initial query was
written in this style.

» Altofficials will use an auto-forward or auto-reply function when an official is away from
place of work with a contact name or number for urgent enquiries.

* We will take particular care in maintaining confidentiality-when replying we will ensure that
we are aware of ali the recipients that the e-mail is going to. We will only send, copy,
forward messages to people who need the information. We will be particularly cautious
when using the ‘reply to all’ function.

¢ We will use electronic communication appropriately

* Interms of spelling and grammar- we will ensure that the same high standards applicable for
other written communication are observed.

1.8, Presantations

* We will develop and use a standard template to ensure that the municipality’s identity is
cohsistently communicated.

We will use large clear print-e.g a minimum 24 point

We will use a generous, uncluttered layout- avoid cramming too much onto a single slide.
We will avoid simply replicating documents laid out in paper format

We will be sensitive around using images, phrases or sayings which may inadvertently give
offence through stereotyping

e & @

L

A complaint is defined as a statement of dissatisfaction with Service received or not received during

interaction or desired interaction with any of the Municipal officials. When any of the stated Service
Standards are not met within the égreed time frames, the citizen has a right to initiate the
complaints process
Please note that for an interaction to be qualified as a complaint, it must meet the following criteria:
* The agreed service standard as per Service Charter has not been met
* The customer care standard has not been met, example: an enquiry about an inaccurate .
invoice or water supply interruption has not been resolved within stipulated timeframes

* There is a reference number of trail of communication regarding the failed service

Where to log in your complaint?

Ugu Municipality has a dedicated complaints unit which can be contacted as follows:
- By telephone:
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- By emall: complaints@ugu.gov.za

- By visiting any of Ugu offices and complete a complaints form available at the reception, and
deposit it in the complaints/suggestion box

How will vour complaint be handled?

- A dedicated official will acknowledge the receipt of your complaint within 2 working days,
either in writing, telephonically, or electronically.

- You will be given a reference number for the complaint

- Aninvestigation will commence, and you will receive feedback within 7 working days.

- Your complaint will be resolved within 14 working days

- An independent Quality Assurance official may contact you after 14 working days to verify

your satisfaction

What if you are still not satisfied with the outcomes?

- Should you not be satisfied with the manner in which your complaint has been handled, you
may contact the Office of the Municipal Manager, quoting the complaint reference_ number

- The office of the municipal manager may be contacted by telephone or in writing. Should you
wish to visit the office, you are advised to notify the office in advance in order to ensure
availability and undivided attention

- Your dissatisfaction will be acknowledged within 2 working days

- The municipal manager or his representative will endeavour to resolve your dissatisfaction
within 4 working days

- Should you still not be satisfied with the manner in which the municipal manager has handled

your complaint, you may contact the Presidential Hotline for further investigation

28 Connor Municipal Manager's Office Telephone: 039 688 5702
Street
Port Email:

Shepstone Peroshnee.Moodley@ugu.gov.za

IDP/Arnual Report& Telephone: 039 688 5803 5700
Performance Management Fax:
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Email: Malusi.Mzotho@ugu.gov.za

Nomawethu Mkhungo@ugu.gov.za

Mayoral Support

Communications; Media liaison
and Customer Relations
Management

Telephone: 039 688 5713
Email: Information@ugu.gov.za
France.Zama@ugu.2ov.za

Zimbini.Ntlangula@ugu.gov.za

Public Participation

Telephone: 039 688 5716
Email: Mondli.Ngcobo @ugu.gov.za

Youth and Special Programmes

Telephone:039 688 3522
Email: Dudu.Ngcobo@ugu.gov.za

Legal Services

Telephone: 039 688 3530
Email: Melanie.Clivier @ugu.gov.za

\| 96 Marine

t

Drive, Oslo

| Beach

Water Services Authority

Telephone: 039 688 5872
Email: Mandy.VanderWalt@ugu.gov.za

Water Services Operations

Telephone: 038 688 5857
Email; Paul. Watson@ugu.gov.za
Nokulunga.Msomi@ugu.gov.za

Water Conservation and
Demand Management

Telepheone: 039 6883435 5700
Email: Thuli. Mwelase@ugu.gov.za
phumzile.mayeza@ugu.gov.za

Project Management Unit

Telephone: 039 688 3552
Email: Chuma.Mgoboli@ugy.gov.za
Dezmond.Zuma@ugu.gov.za

Environmental Health Services
Environmental Management
Services

Environmental Services

Telephone: 035 688 5794

Email: Noloyiso.Walingo @ugu.gov.za
Vella.Grammoney@ugu.gov.za
Janine Blackhead @ugu.gov.za

Bazely Street,
Port
Shepstone

Revenue Management

Telephone: 039 688 5832
Nokuthula,Mikhwanazi@ugu.gov.za
Thobekile.Mhlongo@ugu.gov.za

Grants and Expenditure

Telephone: 039 688 3448
Fax:
Emall: Sizakele.Magadaza®ugu.gov.za

14
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Supply Chain Management telephone
039 688 5700
Ntokozo.Mkhize@ugu.gov.za

Human Resource Management | Telephone: 038 688 5885
Fax:
Email: Vela.Mazibuko@ugu.gov.za

Disaster Management Services Makhosi.Gobhozi@ugu.gov.za

Fleet Management Patrick.Mzele@ugu.gov.za

Registry & Auxiliary Services Nonhlanhla.Langa@ugu.gov.za

ICT Norma. Grobler@ugu.gov.za
96 Marine Local Economic Development Telephone: 039 688 3579
Drive, Osle Sipho.Khuzwayo@ugu.gov.za
Beach Mandla.Mkhungo@ugu.gov.za

Nonhlanhla.Msomi@ugu.gov.za

The following satellite offices are operational during the week, public holidays. Working hours are

7h30 - 16h00

Members of the public living in close proximity to these offices are urged to make use of them to

access basic services like application for services, payment; general enquires reporting faults, and

complaints. Our friendly officials are committed to provide you with professional service at all times.

The municipal manager urges you to report any dissatisfaction with service to the complaints office

immediately.

o i

'Gamalakhe

!

Gamalakhe tow'nship, Rtay Nkonyenl road, close to taxi ranY(
Bhobhoyi In bhobhoyi location, off main Harding road
Kwanzimakwe | Along p62 kwaNzimakwe tribal area
Mathulini 1 Near Luthuli high school
Mathulini 2 Near mpompini bus stop
lzingoleni Within izingoleni municipal building
Phungashe Phungashe location, Umzumbe
Murchison Mbayimbayi ward 22 Hibiscus coast local municipality
Amahlongwa | Off p77 near Amahlongwa primary school
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Main Office 28 COHOI‘JS’EIN"(;_‘E:[,‘ Port She“b'ston.e.

Oslo Beach Offices (Phase 1) | 96 Marine Drive Oslo Beach
Harding Offices Off main Rd, Harding .
Park RynieOffice fndustrial Rd, Park Rynie

UGU CALL CENTRE CONTACT DETAILS

TELEPHONE 039 688 5830 24/7 for water and sanitation
0800 092837 emergencies

7h30-16h00  weekdays  excluding
public holidays for generalfaccount

enquiries

Ugu Municipality 7h30 - 22h00 weekdays

Facebook page

FACEBOOK

TWITTER | 7h30 — 16h00 weekdays excluding
o S o5l public holidays

CHAT ROOM .Www.u-gu;éo{f.za ({ chét‘ 'bo-k 7h30 — 16h00 weekdays excluding
visible on the Home page. public holidays

EMAIL enquiries@ugu.gov.za 7h30 -~ 16h00 weekdays excluding

public holidays
SMS 44751 24/7 for water and sanitation

emergencies
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Ugu District Municipality

Quality Certificate

| Dhanpalan Devaraj Naidoo, Municipal Manager of Ugu District
Municipality hereby certify that the Annual Budget 2016/2017 and
supporting documentation have been prepared in accordance with
the Municipal Finance Management Act and regulations made under
the Act, and that the Annual Budget and supporting documentation
are consistent with the Integrated Development Plan of the
municipality

Name: Diranpaten~ ). MNordoo
MUNICIPAL MANAGER

7]
Signature: %&W-\/ P

Date;
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