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EXTRACT FROM THE MINUTES OF COUNCIL MEETING HELD ON 23 MAY
2019

ITEM

OC 06/2018-2019/7.1.2 Reviewed IDP 2019/2020 — 2020/2021 & Budget
2019/2020 MTREF

RESOLUTION -
Resolved, That the 2019/2020 MTREF be approved together with:
(a) The following reviewed Budget Related Policies:
(i) Credit Control and Debt Collection Policy;
(i) Cash and Investment Policy;
(iii) Tariff Policy;
(iv) Tariff Structure;
(v) Virement Policy;
(vi)Petty Cash Policy;
(vii) TSupply ChairsManagement Policy;
(viii) Asset Management Policy; '
(ix) Delegations of Financial Powers;
(x) Indigent Policy; and
(xi)Bad Debts Provision and Write off Policy; and
(b) The reviewed IDP 2019/2020 — 2020/2021.
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DEFINITIONS

In this Policy, unless the context otherwise indicates, a word or expression
to which a meaning has been assigned in the Act has the same meaning

as in the Act, and —

Acceptable Bid”- means any bid or quotatlon which, in all respects,
complies with the specification and conditions as set out in the procurement
document, upon which a final award will be made in writing;

“Accounting Officer” means a municipal official appointed in terms of
section 60 of Municipal Finance Management Act, 2003 or the person who
has been appointed to perform the fiinctions in the absénce of the
accounting officer or during a vacancy;

“Adjudication points”: means the points referred to in the Preferential
Procurement Regulations, 2001 and the Preferential Procurement section
of this policy also referred to as “evaluation points”.

“BBBEE Act” — refers to the Broad Based Black Economic Empowerment
(Act 53 of 2003) and Codes of Good Practice pertaining thereto;

"“Closing time” - means the day and time as specified in the bid

documents for the purpose of receipts by Capricom District Municipality.

“Bid” — means a written offer in a prescribed or stipulated form in response
and compliance to the invitation by the Capricorn District Municipality’s
requirements and further in compliance with the specifications and
conditions of the bid as set out in the procurement document as part of

competitive bidding process.

“Bidder” means any legal person/entity submitting a bid. This refers to
service providers invited by the municipality for the required service.

“Bid Committees” — refers to the Specification Committee, Evaluation
Committee and Adjudication Committee. The Adjudication Committee is
responsible for adjudicating the award of bids on the basis of the
recommendation or recommendations as submitted by the Evaluation

Committee.

“Competitive bidding” — means competitive bidding process as
envisaged by the SCM Regulations; or competitive bidding process.

“Categories of projects” in relation to this policy means pro;ects within _
the following pnce range: T U
a) Micro : 150 001 — 300 000 TR SN
b) Small : 300 001 — 750 000 vy 13
c) Medium  : 750001 — 1 500 000 \ iité

d) Large A  : 1500001~ 2 500 000 * L \

e) Large B : 2500 001 P
“Competitive bid” means a bid in terms of a competltlveblcfdlng process

1
e



“Consultant” means a professional service provider which is a
partnership, sole trader or legal eritity which provides on a fiduciary basis,
labour and knowledge-based éxpertise which is applied with reasonable
skill; care and diligence, and adheres to statutory labour practices;

“Council” means the _Muni_c_ip'al' Council of Capricbrn District Municipality,
its legal successor in title and its delegates;

“Delegation” means the issuing of a written auttiorization by a delegating
authority to a delegated body to act in his stead; and in relation to a sub-
delegation of a power, means that delegated body;

“Disability” means a pérmianent impairfnent of a physical, inteliéctual or
sensory function which results in a restricted, or lack of ability to perform an
activity in the manner or range considered to be normal;

“Equity ownership” means the percentage of an enterprise or business ()
. owned by individuals or in respect of a private company, the percentage of
a company’s shares that dre owned by the individuals, who are actively
involved in the managemeiit of the enterprise or business ‘and exercise
contro| over the enterprise or business, commensurate with their degree of
-ownership at the closing date of the bid; as envisaged by the Supply Chain
Management Policy Framework: _

“Goods” means those raw material or commodities which are available for
general sale; : : :

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

“Functionality” means the suitability of a proposal, design or product for
the use for which it is intended, also referred to as “Quality.”

“HDI” means a Historically Disadvantaged Individual that is a South African

citizen: o

a) who, due to the apartheid policy that had been in place, had no franchise
in National elections prior to the introduction of the Constitution of the
Republic of South Africa, 1993 or the Constitution of the Republic of

South Africa, 1993; and/or
b) who is a female; and/or
¢) who has a disability

“In the service of the state” means to be —
a) a member of -
i)  any municipal council;
ii)  any provincial legislature; or
iif)  the National Assembly or the National Council of Provinces:

T MO Pty

b) a member of the board of directors of any municipal entity; |~ < . _- - 5 CAKLE
¢) an official of any municipality or municipal entity: | n
i
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d) an employee of any national or provincial department, national or
provincial public entity or constitutional institution within the meaning of
the Public Finance Management Act, 1999 (Act No.1 of 1999);

e) an executive member of the accounting authority of any national or
provincial public entity; or

f) an employee of Parliament or a provincial legislature;

“Consultant” means a natural or juristic person or partnership who or

which, as an independent contractor, provides any of the following services

on an. ad hoc basis to the Capricorn District Municipality against

remuneration: :

a) Expert advice; :

b) Drafting of proposals for the execution of specific tasks; and/or

c) Execution of specific tasks, which are of a technical or intellectual
nature;

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

“Contract” means the agreement that results from the acceptance of a
quotation or bid by the Municipality or agreement which is concluded when
Capricorn District Municipality accepts in writing a bid or a quote submitted
by a service provider;

“List of accredited prospective providers” means the list of accredited
prospective providers which the municipality must keep in terms of
paragraph 3.2.5 of this policy; '

* “Municipality” means Capricorn District Municipality, and when referred to

as-

a) an entity, means a municipality as described in section 2 of the
Municipal System’s Act; and

b) a geographic area, means the municipal area determined in terms of
Local Government: Municipal Demarcation Act, 1998;

“Other applicable legislation” means any other legislation applicable to

municipal supply chain management, including —~

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

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

c) the Construction Industry Development Board Act, 2000 (Act No.38 of
2000); '

“Preferential Procurement Regulations “means the regulations to the
Preferential Procurement Policy Framework Act, 2000 (Act 5 of 2000
issued by the Minister of Finance on 10 August 2001 -

“Procurement” means a process of preparing, negotiating and concluding
a contract, whether verbally or in writing, which involve the acquiring of

goods, services, engineering and construction works or- any.compination

o
! % ahos

&0 - 23

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY Iage 8of 81

———
—_—

—_— - — e =
l ., e Pi;:



P211

thereof, or the acquiring of capital assets or any rights in respect of the
above, by means of a purchase, leasé or donation;

“Formal written price quotation” means a written offer made on the
prescribed forms by a supplier or service provider in response to a request
from the Municipality and in compliance with the prescribed threshoids in

this policy;

“Informal price quotation,” means a written offer made by a person,
. business or enterpﬁse in response to a request from the Municipality;

“guotation” means a written offer which not submitted in the form of a bid
document prescribed by the Municipality, but is none-the less subject to a
specification, conditions of purchase and any schedule and annexure;

“Responsive bid” means a bid which conforms to all the terms, conditions
and specifications contained in the bid documentation without material
deviation or qualification; ‘

“services” means th"e provision of labour and work carried out by hand, or
with the assistance of plant and equipment, including input, as necessary,
of knowledge based expertise;

“Service provider” means a current or potential supplier, manufacturer,
. , ! P
contractor, vendor, agent or consultant;

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

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

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

“Youth” means any person who is thirty-five years old and below.
All amounts/limits stated in this document shall be deemed to be inclusive

of Value Added Tax (VAT).

NOTES

Reference, in this document, to one gender shall apply equally to the
other gender uniess the contrary is clearly and explicitly indicated.

The term “competitive bid” has replaced the term “tender” in all the
applicable legislation. The term ‘“tender,” which refers to both
procurement and asset disposal, has been in use for ‘many years and

will remain in popular usage for some time to come. /.
’ C %
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The terms “competitive bid” and “tender” will thus be taken to have the
same meaning in all documentation used by Capricorn District.

Municipality pertaining to supply chain management.
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2 POLICY STATEMENT

2.1

Introduction

The Constitution of the Republic of South Africa (RSA), 1996 in Section
217 stipulates that an organ of state in national, provincial or local sphere
of govemment, or any other institution identified in national legislation,
contracts for goods or services, must do so in acéordance with a system
which is fair, equitable, fransparent, competitive and cost effective.

- The Municipal Finance Management Act No. 56 of 2003, Section 111

requires éach municipality and municipal entity to adopt and implement a
supply chain management policy, which gives effect to the requirements
of the Act. - -

In addition, the Preferential Procurement Policy Framework Act No.5 of
2000 requires an Organ of State to determine its Preferential Procurement
Policy and to implement it within the framework prescribed. This
requirement is given efféct to ir the Preferential Procurement section of

~ this Policy:

22

23

Goal

The goal of this Policy is to provide a framework to ensure a sound and
accountable system of supply chain management within the Capricorn
District Municipality, whilst promoting the following five pillars of
procurement: -

a) Value for money

b) Open and effective competition
c¢) Ethics and fair dealing

d) Accounting and reporting

e) Equity

Capricomn District Municipality intends to further use the supply chain
management policy as a tool to achieve the following;

a) stimulate economic growth;

b) stimulate socio economic development;
¢) enhance quality services;

d) empower local communities;

e) create opportunities for local SMME'’s;
f) eliminate and counter any form of corruption; and .-

Objectives | B 6 o5

The objectives of this Policy are:

a) to give effect to section 217 of the Constitution of the Republic of South

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY Page 11 of 81
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Africa by implementing a system that is fair, equitable, transparent,
competitive and cost effective;

b) to comply with all applicable provisions of the Municipal Finance
Management Act including the Municipal Supply Chain Management
Regulations published under GN868 in Government Gazette 27636
30 May 2005 and any National Treasury Guidelines issued in terms of
the MFMA; '

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

o
i)

iii)

The Constitution of the Republic of South Africa (Section 21 7);
The Preferential Procurement Policy Framework Act, 2000
(Act No. 5 of 2000) and PPPFA Regulations (December
2011); s - .
The Broad-Based Black Economic Empowerment Act, 2003
(Act No. 53 of 2000), the regulations and all amendments;

iv)  The Local Government; Municipal Finance Management Act,
2003 (Act No. 56 of 2003), the regulations and all
amendments; :

V) The Local Govemment: Municipal Structures Act, 1998 (Act
No. 117 of 1998), the regulations and all amendments;

vi)  The Construction Industry and Development Board Act, 2000
(Act No. 38 of 2000), the regulations and all amendments:

vii)  The Prevention and Combating of Corrupt Activities Act, 2004,
(Act No. 12 of 2004); o ‘

vii)  The Competition Act, 1998 (Act No. 89 of 1 998);

ix) The State Information Technology Agency, 1998, (Act No. 88
of 1998 as amended by Act No. 38 of 2002);

X)  The National Small Business Act, 1996 (Act No. 102 of 1996);

xi)  Promotion of Administrative Justice Act, 2000 (Act No. 3 of
2000); - :

xi)  Protected Disclosures Act, 2000 (Act No. 26 of 2000);

Xiii)  Treasury regulations; .

xiv)  National Treasury Circulars and Letters;

xv)  Supply Chain Management: A guide to Accounting Officers
and Accounting Authorities; and

xvi)  The King lil Report on Corporate Governance for South Africa.

24
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This Policy will also strive to ensure that the objectives for uniformity in
supply chain management systems between organs of state, in all
spheres, is not undermined and that consistency with national economic
policy on the promotion of investments and doing business with the public
sector is maintained.

Core Principles

In order to achieve value for money, Capricorn District Municipality will
base procurement outcomes around core principles of government
procurement. As a result Capricorn District Municipality is committed to:

—_—
(e 3 - —
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2.4.1

24.2

243

244

24.5

24.6

24.7

!
l
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Transparency

The procurement process shall be opened and predictable and shall
afford prospective bidders timely access to the same and accurate.
information.

Equal treatment

All bidders and providers shall be treated equally throughout the whole
procurement process and shall be given access to the same information.

Effectiveness

The niunicipality shall strive to standardise and simplify procedures
where appropriate to énhance the SCM system’s effectiveness and shall

- carfy out its SCM processes as cost-effectively and efficiently as

possible. The municipality shall strive to build relationships with
providers, shall ensure good working practices and shall encourage
innovative solutions for providers.

Competitiveness

The municipality shall satisfy its requirements through competition
unless there are justifiable reasons to the contrary.

Fairness

All bidders shall be dealt with fairly and without unfair discrimination.
Unnecessary constraints shall not be imposed on bidders/contractors -
and commercial confidentiality shall be protected. -

Ethics

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

Proportionality

The product/service requirements stipulated in the specification/TOR
and the quallification requirements attached thereto must be appropriate,
necessary and in reasonable proportion to the product/service being

procured.

——



2.4.8 Uniform application

24.9

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

Responsibility

Each practitioner shall be responsible for their decisions and actions
relative to their SCM responsibilities, the SCM process as well as in the

. implementation of concluded contracts. The municipality shall develop a

system, when warranted by circumstances, to investigate and hold liable
both employees and relevant private parties dealing with ‘municipality,
for their decisions and actions relative to their procurement
responsibilities, the procurement process as well "as in the
implementation of concluded contracts.

2.4.10 Openness .

The municipality shall ensure a procurement process and a subsequent

+ contract award and implementation according to the predetermined

2.5

specifications in line with the best practice procurement principles.

2.4.11 Value for money

The municipality shall achieve value for money through the optimum
combination of whole life cost and quality (or fitness for purpose) to meet
the customer’s requirements while maximising efficiency, effectiveness
and flexibility.

Oversight

The Municipal Finance Management Act No. 56 of 2003, Section 117
prohibits a Municipal Councillor from being a member of a bid committee
or any other committee evaluating or approving quotations or bids nor May
a Municipal Councillor attends any such meeting as an observer.

Council, however, has an oversight role to ensure that the Municipality
implements the Municipal Supply Chain Management policy and other

relevant legislations.
For the purposes of such oversight, the Municipality Manager shall, within

10 (ten) days of the end of each quarter, submit a report on the

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY

implementation of this Policy to the Executive Mayor and, within 30 days

of the end of each financial year, shall submit a similar such _repo:\'t to
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Council.

In addition, if any serious problem arises in relation to the implementation
of this Policy, the Municipality Manager shall immediately report to Council -

accordingly.

All such reports shall be made public in accordance with section 21(1)(a)
of the Systems Aét.

‘Compliance with Ethical Standards

In order to create an environment where business can be conducted with
mtegnty and in a fair and reasonable mariner, this Pohcy will strive to
ensure that the Municipality Managef and all represéntatives of the
Capricom District Municipality involved in supply chain management
activities shall act with integrity and in accordance with the highest ethlcal

standards.

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

{ Lo <Py 2
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3 GENERAL PROVISIONS AND APPLICATION

3.1

3.2

Commencement and Review
This Policy is effective from the date on which it is adopted by Council.

The CFO will be the official responsible for implementation of this policy.
The implementation of this policy must be reviewed at least annually to
ensure that it is aligned with the legislative environment.

When deemed necessary on an ad hoc basis, the CFO must submit
proposals for the amendment of the policy to Council through the relevant
structures.

If the CFO submits proposed amendments to the Council that differ from

the model policy issued by National Treasury, the CFO must-

a) Ensure that, such proposed amendments comply with the
Regulations.

b) Report any deviation from the model policy to National Treasury and
the relevant Provincial Treasury.

Application of Policy

This Policy applies to:

a) the procuring of goods or services, including construction works and
consultant services; :

b) the disposal by the Municipality of assets (movable/immovable) no
longer needed;

c) the selection of contractors to provide assistance in the provision of

~ municipal services otherwise than in circumstances where chapter 8
of the Systems Act applies; or

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

Unless specifically stated otherwise, this Policy does not apply if the

Municipality contracts with another organ of state for:

a) the provision of goods or services to the Municipality;

b) the provision of a municipal service; or

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

In respect to the above, the Bid Adjudication Committee should consider
a request to contract services and or goods from another organ of state
and recommend accordingly to the Accounting Officer.

The Policy provides for the following supply chain management systems:
a) demand management system;
b) acquisition management system;
c) logistics management system:;

, 1
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d) disposal management system;

e) risk management system;

f) performance management system.
g) Preferential Procurement system

These syste]_,'*ns must be adhered to in all supply chain management
activities undertaken by the Municipality. '

3.3 Roles and Responsibilitiés

3.3.1 Role of Council

The Council has an oversight role as far as the supply chain
ma'nage'me_nt is concerned, to ensure that the Municipal Manager as the
accounting officer executes the Supply Chain Management Policy within
the arnbit of the applicable legisiation.

3.3.2 Role of the Accounting Officer

The Accouriting Officer must; .

a) Onia monthly basis report to the Executive Mayor, and at least on
a quarterly basis to ttie Council on the implementation of the SCM
policy. B

b) Ensure strict adherénce to the’ guidelines provided in the SCM
policy;

c) Implement of the SCM policy;

d) Annually review the targets and the SCM policy;

e) Approve the inclusion of a service provider in the Municipality’s
database of service providers; :

f) Appoints the members of the bid committees;

g) Whenever there are serious and material problems in the
implementation of this Policy, immediately submit a report to
Council.

3.3.3 Role of Executive Managers, Managers and/or Deputy Managers

Each Manager shall be résponsible for:

a) Exercising the powers, performing the functions and discharging
the duties conferred or assigried to him/her;

b) Implementing the SCM policy and any procedural or prescripts
issued in terms of the policy within his/her area of responsibility;

¢) Ensuring compliance with the SCM policy and any procedural or
prescripts issued in terms of thie policy within his/her area of
responsibility; . ‘

d) Developing draft specifications for the procurement by his /her
department, —

C oot ur T Y N
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e) Asset utilisation management in his/her area of responsibility;

f) Properly planning for and as far as possible, accurately estimating
the costs of the provision of services, works or goods for which
offers are to be solicited;

g) Selecting the preference point system to be utilized in the
evaluation of offers;

h) Achieving any objectives and targets set with regard to
procurements and disposals.

Role of the Chief Finance Officer (CFO)

The CFO shall be responsible for:

a) Custodian of the SCM policy;

b) Conducts procurement audits of the entire supply chain management

- to identify successes and failures for incorporation into a “lesson
learnt” database;

¢) Overall management of the quotatlon and competitive bidding
process from solicitation to-processing of invoice payment;

d) Promotes corporate approach by encouraging standardization of
items purchased within the Municipality to realize economies of
scale;

e) Provides supplier interface on supplier information;

f) Ensures that the procurement and disposal process followed
adheres to preference targets without compromising price, quality,
service delivery and developmental objectives;

g) Ensures that all employees involved in the supply chain management
process receive the necessary training to support implementation of
the SCM policy;

h) Responsible for the verification of the application of service provnders
for possible inclusion in the database,

i) Submits monthly reports to the Finance Portfolio Committee
regarding progress and any matters of lmportance relating to the
SCM policy.

Role of Internal Audit

Internal audit shall be responsible for:

a) Internal audit units must compile risk based audit plans, review
internal control measures, and ensure that supply chain
management, is sufficiently and adequately covered in the annual
coverage plan.

b) Intemal auditors must be alert to fraud risks and design audit
procedures and indicators that would reasonably assist in preventing
and detecting potential or actual fraud and corruption.

c) During competitive bidding and adjudication processes or before the
award of a contract, the accounting officer may, at his or her
discretion, specifically request the internal audit function to carry out
audit procedures and provide an opinion on compliance of the

5
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bidding process with the Municipal Supply Chain Management
Reguiations.

d) Where bids involve intenal audit service, the audit of the bidding
process may be outsourced to an mdependent external service
provider or internal audit furiction of another organ of state, subject
to the oversight of the audit committee.

e) The accountmg officer may, at his or her discretion, decide to have a
Specn‘" ic contract audited by extemal service providers prior to the
award of the contract.

3.4 Institutional Arrangements
3.4.1 Supply Chain Managément Unit

a) The municipality must establish a supply chain management unit
within finance department to implement the supply chain
management policy.

b) The supply chain management unit must, where pos3|ble operate
under the direct supetrvision of the chief financial officer or an official
to whom this duty has been delegated in terms of section 82 of the
MFMA.,

c) The Municipal Manager must ensure that all persons involved in the
implementation of this Policy meets the prescribed competency
levels, and where necessary, shall provide relevant training.

3.4.2 Training of Supply Chain Management Officials

The training of officials involved in lmplementmg this Policy should be in
accordance with any Treasury guidelines on supply chain management
training.

3.4.3 Delegations

a) The Council hereby delegates all powers and duties to the
Accounting Officer which are necessary to enable the Accounting
Officer-

i) To discharge the supply chain management responsibilities
conferred on the Accounting Officer in terms of:
¢ Chapter 8 or 10 of the Act; and
¢ This Policy.

ii) To maximize administrative and operational efficiency in the
implementation of this policy;

iii) To enforce reasonable cost-effective measures for the
prevention of fraud, corruption, favouritism and unfair and
irregular practices in the implementation of this PQlicy;]and

'
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iv)  To comply with his responsibilities in terms of section 115 and
other applicable provisions of the Act. :

b) All SCM activities shall be executed in accordance with pre-
established levels of authority through delegations to ensure that
control and segregation of responsibility. - '

c) Delegations shall be in writing to a specific individual or the holder of
a post and shall be in line with Council's system of delegations.

d) A delegation shall be subjected to such limitations and conditions as
the Council may impose in a specific case.

e) A delegation may only be revoked by the person who approved the
delegation in the first place or any higher authority.

f) The Council/Accounting Officer is entitled to confirm, vary or revoke
any decision taken in consequence of a delegation by such lower
authority, provided that no such variation or revocation of a decision
should detract from any rights that may have accrued as a result of
the decision.

g) The Accounting Officer may not sub-delegate any supply chain
management powers or duties to a person who is not an official of
the municipality or to a committee which is not exclusively composed
of officials of the municipality.

3.4.4 Sub-delegation

a) The accounting officer may in terms of section 79 or 106 of the MFMA
sub- delegate any supply chain management powers and-duties,
including those delegated to the accounting officer in terms of the
above delegations.

b) The power to make a final award —

f)  above R10 million (VAT included) may not be sub delegated by
the accounting officer;
if)  above R2 million (VAT included), but not exceeding R10 million
(VAT included), may be sub delegated but only to ~
¢ the chief financial officer;
e a senior manager; or
¢ a bid adjudication committee of which the chief financial
officer or a senior manager is a member; or
iii)  not exceeding R2 million (VAT included) may be sub-delegated
but only to —
o the chief financial officer;
e @ senior manager;
e amanager directly accountable to the chief financial officer
or a senior manager; or
e a bid adjudication committee’ B T

1 !
i

!
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c) An official or bid adjudication committee to which the power to make
final awards has been sub delegated ih accordance with
subparagraph (b). must within five days of the end of each month
submit to the official referred to in subparagraph (d) a written report
contalmng particulars of each final award made by such official or
committee during that month, mcludmg—

i) the amount of the award;
i) the name of the person to whom the award was made; and
iii)) thel reason why the award was made to that person.

d) A written report referred to in subparagraph (c) must be submitted —
i) tothe acc0untmg officer, in the case of an award by —
» the chief financial officér;
e asenior manager; or _
¢ a bid adjudication committee of which the chief financial
officer or a senior manager is a member; or
i) . to the chief findncial officer or the senior manager responsible
for the relevant bid, in the case of an award by -
e amanager referred toin subparagraph (2)(c)(m) or
e a bid adjudlcatlon commlttee of which the chief financial
ofﬁcer or a senior manager is not a member.

Subparagraphs (c) and (d) of this policy do not apply to procurements
out of petty cash

This pollcy may not be interpreted as permitting an official to whom
the power to make final awards has been sub delegated to make a
final award in a competitive bidding process otherwise than through
the committee system provided for in section 26 of SCM regulation.

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

To the extent that it may be necessary, Council authorises the
Municipal Manager to delegate or sub-delegate to a staff member any
power conferred on the Municipal Manager in terms of the MFMA and
the Supply Chain Management Regulations relating to supply chain
management.

l
I
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4 FRAMEWORK FOR SUPPLY CHAIN MANAGEMENT
4.1 Supply Chain Management System
4.1.1 Format of supply chain management system

This Policy provides for systems of —
a) Demand management;
b) Acquisition management;
c) Preferential Procurement
d) Logistics management;
e) Disposal management;
f) RisK management,
g) Performance management; and
h) Other matters
i) Preference points system

The system must in the case of procurement through bidding process,
provide for:
a) Bidding procedures;
b) The establishment, composition and functioning of a bid
specificatjon, bid evaluation and bid adjudication committees.
¢) Adjudication of bids through a bid adjudication comrittee.
d) Consuderatlon of bld evaluation recommendations.

The system takes into account the main mﬂuencers such as suppliers,
chents mformatzon and lnventory flow.

Sow g;ggl;oggﬁ 1€
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4.2 Demand Management

The accounting officer must establish and implement an appropriate
demand management system m order to ensure that the resources

its strategic QOals as outlined xn the lntegrated Development Plan of
Capricorn District Mumcnpahty

Demand Management is the first element of the SCM function. The
objective is to ensure that the resources required to fulfil the needs
idenitified in the Integrated Development Plan (IDP) of municipality are
delivéred &t the right time, price and place and that the quantity and quality
will satisfy those needs of the municipality.

The municipality’s Integrated Development Plan (IDP)is a comprehensive
strategy document setting out how the mumclpallty intends to tackle its
developmental challenges in a financial year. It is on the basis of the IDP
that the resources of the municapahty will be allocated and on which the
budget is based

Demand managément ‘within SCM forms an integral part of a series of
activities that will contribute to achieving the measured goals of the
institution by ensuring that goods, works or services are. delivered as
originally envisaged; with a reliable standard of quality and to the

~ satisfaction of end-users. Correct implementation also ‘ensures that,
controls exist for management to detect variances early and rectify them
in a planned. and orderly manner and to foster & culture of compliance,
thereby assisting management to achieve its goals and satisfy the
executive and general public.

Each Executive Manager must during the preparation of his/her

departmental estimates for the budget year:-

a) Determine which project and/or programs it must perform;

b) Determine the goods and services it must provide in the performance
of those functions and compile a procurement plan.

c) Determine the quantity. and specmcatlons for goods and services
required;

d) Embark on expenditure analysis of goods and services required;

e) Embark on market/industry analysis;

f) Before the procurement of assets, conduct a condltlon assessment of
the assets managed by his/her department and determine its financial
needs during the budget year for: :

i) Maintaining existing assets;
i) Repairing existing assets;
iii)  Refurbishing or renovating existing assets;
iv)  Replacing existing assets; and
v)  Acquiring new assets.

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY
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Procurement planning

Procurement planning should take place at the beginning of the financial
year when Capricorn District Municipality’s IDP, SDBIP and annual
budget have been approved. Procurement plans cannot be developed
in isolation; it should instead form part of the municipality’s and other
functional strategies. The SCM Unit must perform hand-in-hand with
End-End-user departments / directorates in the formulation of
procurement plans.

The SCM Unit shall after consultation with Departmental Managers,
compile a consolidated procurement pian for all capltal and operational
projects in respect of each financial year,;

Analysis of the goods, works or services required

During the strategic planning phase of the municipality, the goods, works
or services required to execute the identified functions are determined.
The SCM Unit should assist the process in ensuring that the identified
goods, works or services are the optimum resources required to achleve
the goals and objectives of the municipality.

The SCM unit must analyse the goods, ‘works or services required and

execute, among others, the following:

a) List the functions to be executed by the institution;

b) Conduct an analysis of the past expenditure as this exercise may,
among others, contribute in determining the manner in which the
institution fulfilled its needs in the past; and ,

c) Compile a detailed list of the goods, works or services required to
execute the functions.

Planning to obtain the required goods, works or services

Together with the end-user, the SCM Unit should apply strategic
sourcing principles to determine the optimum manner in which to acquire
the required goods, works or services.

This entails, among others, the following:

a) Conducting an industry and market analysis of the goods, works or
services to be obtained. This must include the determination of a
reasonable price for the required goods, works or services;

b) Confirmation that sufficient funds have been allocated for the
procurement of the required goods, works or services. If this is not
so, the end-user must be informed accordingly. The procurement
process should not proceed if funds are not available. Documentary
proof must be obtained to substantlate the availability of budgetary

provisions; - R
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¢) Considering the optimum method to satisfy the need, for example
whether the procurement should be by means of price quotatior,
advertised competitive bids, limited bids; procuring the goods, works
or services from other institutions, or on transversal term contracts
nor ad hoc contracts;

d) The frequency of the requirement(s) must be established in order to
determine whethér it would be cost-effective to arrange a specific
term contract for the goods, works or service;

e) Establishing whether it would be cost-effective to have the goods
available as a store item within the institution. Shouid this be the
case, the minimum and maximum storage levels of these items
should be determined and managed; and

f) Esté’blishing the lead time required by the potential suppliers to
_ deliver the required goods, works or services after receipt of an
( official order. Q)

4.3 Acquisition management

The accounting officer must implement the system of acquisition
management set out below in order to ensure —

a) that goods and services are procured
accordance with authorised processes only;

b) that expenditure on goods and setvices is incurred in terms of an
approved budget in terms of section 15 of the MFMA;

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

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

( legislation; and :

e) that any Treasury guidelines on acquisition management are properly ()

taken into account:

by the municipality in

This Policy, except where provided otherwise, does not apply in respect
of the procurement of goods and services contemplated in section 1 10(2)

of the MFMA, 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.

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

|
|
i
|
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a) the kind of goods or services; and
b) the name of the supplier.

4.3.1 Range of procurement processes

a)

b)

d)

Goods and services may only be procured by way of —
i) Petty cash purchases, up to a maximum transaction value of
- R2000 (VAT included);
if)  Written priced quotations for procurements of a transaction
value over R 2 000 up to R10 000 (VAT included);
iif) Formal written price quotations for procurements of a
transactiori value over R10 000 up to R200 000 (VAT included);
.and
iv)  That all procurement in excess of R30 000 (Vat included) to R
200 000 that are to be procured by means of formal written price
quotation must be advertised for at least seven days on the
local newspapers, website and official notice board of the
municipality or municipal entity
v) acompetitive bidding process for—
e Procurements above a transaction value of R200 000
(VAT included); and
e the procurement of long term contracts.

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

The Accounting Officer, may lower, but not increase, the different

threshold values specified above, or direct that:

i)  Written quotations be obtained for any specific procurement of
a transaction value lower than R 2 000

i) Formal written quotations be obtained for a specific

. procurement of a transaction value lower than R 10 000;

iii) A competitive bidding process be followed for any specific

procurement of a transaction value lower than R 200 000.

The Accounting Officer may dispense with the prescribed processes

and authorise the acquisition of any goods or services through any

convenient process:

i) Inthe event of an emergency;

ii) If the required goods or service are available from a single
provider only;

iy In any exceptional case where it is impractical to follow the
prescribed procedure.

The Manager seeking the approval of the Accounting Officer in terms
of paragraph 4.3.1(d) shall submit a written report detailing the

RN !
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reasons why he/she should authorise a departure from the
prescribed procedure.

The Accountlng Officer shall record his/her decision with regard to an
application in terms of paragraph 4.3.1(e) in writing and shall, if
hé/she grants the application, stipulate the altemative procurement
process to be followed

The decusuon of the Accountlng Officer in terms of paragraph 4.3.1(f)
shall be final.

4.3.2 General preconditlons for consrderatlon of written quotations or

bids
A formal written quotatlon or bid may not be considered unless the
provider who submitted the quotation or bid —
a) has furnished that provider's —
i) Full name;
i)y Identifi cation number or company or other reglstratlon
number;
i) Tax reference number and VAT reglstratlon number, where
applicable;
iv) Valid BBBEE verification certificate
b) It is a specific requisite that the provider must submit a valid Tax

d)

Clearance Certificate issued by the SA Revenue Services as part of
the quotatlon The municipality will not conduct business with
service providers whose tax matters are not in order.

It is a further requirement that companies / entities competing for
bids in the Capricorn District Municipality must be in good standing
with Capricorn District Municipality council or any other municipality
council with regard to levy and (or) rates and taxes

has declared—

i)  Whether he or she is in the service of the state, or has been
in the service of the state in the previous twelvé 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

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

In case of a joint venture, no bid document will be considered
without a valid Joint Venture Agreement attached to the document
at the date of opening where applicable. ~ 1
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f) Prequalification criteria may be used in selected tenders to advance
designated groups on the basis of B-BBEE status levels of the
contributor, EME, QSE or on the basis of subcontracting with EME'’s
QSE’s which are 51% owned by either of the following: Blacks,
Black Youth, Black Women, Black People with disabilities, Black
people living in rural or undeveloped areas or townships,
cooperatives owned by Black people, Black people who are military
veterans as defined in the Preferential Policy Regulation 2017.

-g) Where it is feasible, the organ of state will identify tenders fo sub-
contract a minimum of 30% of the value of the contract above
R30million to EME, QSE or on the basis of subcontracting with
EME’s QSE’s which are 51% owned by either of the following:
Blacks, Black Youth, Black Women, Black People with disabilities,
Black people living in rural or undeveloped areas or townships,
cooperatives owned by Black people, Black people who are military
veterans as defined in the Preferential Policy Regulation 2017.

h) The minimum quahfymg score for functionality for the tender to be
considered:

(&)  Must be determined separately for each tender
(b)  May not be so

(i) Low that it may jeopardise the quahty of the required
goods or services or

(ii) High that it is unreasonably restrictive

4.3.3 List of accredited prospective providers

The accounting officer must —

a) keep a list of accredited prospective providers of goods and services
that incorporates EMEs ( exempted Micro enterprise), emphasis
being on the BBBEE status level 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
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;

]
i
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d) the list must be updated at least quarterly to include any additional
prospective service provider arid any new commiodities or type of
service;

e) the list must be compiled per commodity and per type of service.

Procedure for éstablishing and maintaining the database

a) The Accounting Officer shall through newspapers commonly
circulating in the Municipality, on the website of the Municipality and
any other approved manner invite prospective service providers of
goods of services to apply for evaluation and listing as accredited
prospective service providers. .

b) The Atcounting Qfficer -shall make appropriaté arrarigements to
ensure as far as possible that: '

i) The database is updated at least quarterly;
fi)  Applications for registration can be submitted electronically,

Evaluation of applications

a) The Accounting Officer shall, after consultation with the Managers of
other Departments: ' ‘

i) Evaluate an applicant's capacity and ability to supply goods
and services and to complete work, in order to ensure that all
contracts or orders awarded are within the capabilities of the

~ enterprise; and , : ‘

if)  Evaluate the amount of assistance that may be required by
each applicant.

b) Evaluation criteria shall be based on the following:
i) Experiéence and expertise:;
if)  Contracts awarded as a main contractor or a sub-contractor:
iif)  Contracts completed on time and within budget:
iv)  Value of contracts completed in the past year;
v)  Value of and duration of current contracts;
vi)  Qualifications of owner(s), directors, members, trustees and
staff;

c) The Accounting Officer shall as soon as possible after closing date
and time of invitation in terms of paragraph 4.3.5(a) evaluate and
assess all applications submitted.

d) As soon as the evaluation process is completed, the names of the
prospective service providers who are considered to be suitable for
the specific purpose to undertake a contract, shall be included in the
appropriate list within the database.

e) The service provider shall after inclusion in the database be supplied
with a Vendor numbers T
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f) The list shall be compiled per type of service and must be circulated
to all departments with operating guidelines.

4.3.6 Petty cash purchases

Petty cash purchases shall be done in line with the petty cash policy

4.3.7 Quotations
4.3.7.1 Written quotations

The conditions for the procurement of goods or services above R2 000
and below R30 000, are as follows:

, a) Quotations must be obtained from at least three different providers
( (\ from 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 criteria;

c) if it is not possxb_e o obtaln at least three quotations, the reasons
must be recorded and accompany the requisition to the accounting
officer or another official designated by the accounting officer;

d) When using the list of accredited prospective providers the
accounting officer must promote on-going competition amongst
providers by inviting providers to submlt quotations on a rotation
basxs

4.3.7.2 Formal written price quotations

i
(/ The conditions for the procurement of goods or services above
R30 000 and below R200 000, are as follows:

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

b) quotations may be obtained from providers who are not listed,
provided that such providers meet the listing criteria;

c) 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;

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

e) all requirements in excess of R30 000 (VAT included) that are to be
procured by means of formal ‘written price quotations must be
advertised for at least severi days in local-newspapers, website and
an official notice board of the munlc:pahty

f) quotations must be awarded based on compllance to specification,
conditions of contract, ability and capability to deliver the goods,
functionality for services and price and must be subjected to the
prefererice point system:; ' ,

a) acceptable offers, which are subject to the preference points system
(PPR Regulations and associated regulations), must be awarded to
the bidder who scored the highest points;

h) the Accounting Officer must record the names of the potentlal
providers and their written quotations;

i) The SCM' unit must take reasonable steps to ensure that the
procurement of goods and services through written quotations is not
abused;

j) The SCM unit must on a monthly basis report to the Accountlng
Officer of all written quotations accepted by an official in terms of
the sub-delegation.

A s

e D TR

4.3.8 Competitive bids

a) Goods or services above a transaction value of R200 001 (VAT
mcluded) and long term contracts may only be procured through a
competitive bidding process, subject to exclusion of this Policy.

b) No requirement for goods or services above an estimated
transaction value of R200 001 (VAT mcluded) may deliberately be
split into parts or items of lesser value merely for the sake of
procuring the goods or services otherwise than through a
competitive bidding process.

4.3.9 Bids Exceeding R10 million (VAT included)

The following information must be submitted by the Executive Manager

responsible for the Vote to the CFO prior to the public advertisement of

any bids in excess of R10 million (all applicable taxes included):-

a) Proof of budgetary provision exists for procurement of the goods,
services and or infrastructure projects; 7, !
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b)

d)-

g)

h)

)

k)

Any ancillary budgetary implications related to the bid, for example,
if the project is for the acquisition of municipal asset, does budgetary
provision exist for the operation of the asset, maintenance costs
relating to the asset, administration cost and rehabilitation/renewal
costs; and

Any multi-year budgetary implications, for example if a project will
take more than one financial year, the estimated expenditure for

financial year.

Goods, services and/or infrastructure projects above the value of
R10 million (all applicable taxes included) may only be awarded to
the preferred bidder after the CFO has verified that budgetary
provision exist for the acquisition of the goods, infrastructure, projects
and/or services and that is consistent with the Integrated
Development Plan. Confirmation of bidding process for bids in
excess of R10 million (all applicable taxes included)

Internal Audit Unit must compile risk based audit plans, review
internal control measures, and ensure that supply chain
management, including the requirements of Circular 62, is sufficiently
and adequately covered in the annual coverage plan;

Internal Auditors must be alert to fraud risks and design audit
procedures and indicators that would reasonably assist in preventing
and detecting potential or actual fraud and corruption;

During the competitive bidding and adjudication process or before
the award of a contract, the Accounting Officer may, at his discretion,
specifically request the Internal Audit function to carry out audit
procedures and provide an opinion on compliance of hidding process
with the Municipal Supply Chain Management Regulations;

Where bids involve the Internal Audit Service, the audit of the bidding
process may be outsourced to an independent external service
provider or internal audit function of another organ of the state,
subject to the oversight of the Audit Committee; and

The Accounting Officer may, at his own discretion, decide to have a
specific contract audited by external service providers prior to the
award of the contract.

If the bidder is required by law to prepare annual financial statements
for auditing purposes, the audited financial statements

i)  For the past three years; or

i)  Since their establishment if established during the past three

years;

A certificate signed by the bidder certifying that the bidder has n

undisputed commitments for municipal service/s towards a
|
|

2

|
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mumcnpahty or other service provider in respect of which the payment
is overdue for more than 30 days;

I) Particulars of any contracts awarded to the bidder by an organ of
state during the past five years, including particulars of any material
non-compliance or dispute concernmg the execution of such a
contract, and

m) A statement indicating whether any portion of the goods or services
are expected to be sourced from outside the Republic and, if so, what
portion and whether any portion of payment from the municipality is
expected to be transferred out of the Repubilic.

4.3.10 Process for competitive bidding

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

a) Compllatlon of bidding documentation;

b) Public invitation of bids;

c) Site meetings or briefi ing sessions;

d) Handling of bids submltted in response to public invitation;

e) Evaluation of bids;

f) Award of contracts;

g) Administration of contracts

i) After approval of a bid, the accounting oﬁ'" icer and the bidder

must enter into a written agreement.

h) Proper record keeping
if) " Original / legal copies of written contracts agreements

should be kept in a secure place for reference purposes.

4.3.11 Bid documentation for competitive bids

The criteria to Wthh 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 bid documentation; and the
requirements of the CIDB, in the case of a bid relating to.
construction, upgrading or refurbishment of buildings or
infrastructure

b) include the preference points system to be used, goals as
contemplated in the Preferential Procurement Regulations and
evaluation and adjudication criteria, including any criteria required by
other applicable legislation;

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

+
3]
o
z
——-—-—‘"’—‘

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

e)

included), require bidders to fumish—

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

e. for the past three years; or
e since their establishment if established during the past
three years;

i) a certificate signed by the bidder certifying that the bidder has

. no undisputed commitments for municipal services towards a
municipality or other service provider in respect of which
payment is overdue for more than 30 days;

iiiy particulars of any contracts awarded to the bidder by an organ
of state during the past five years, including particulars of any
material non-compliance or dispute concerning the execution
of such contract;

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

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

4.3.12 Invitation for competitive bids

Bids shall be invited publicly by means of advertlsmg in a newspapet/s
commonly circulating within the district, the website and or any other
appropriate ways; the intention is to ensure that communities who may
not be in a position to access the general press are also reached.

a)

b)

d)

A fully explanatory site inspection may be conducted before the close
of tenders to ensure that the bidders understand the scope of the
project and that they can comply with the conditions and
requirements

Non-attendance of compulsory site inspection or briefing meetings
shall invalidate the bid. This condltlon shall be indicated in the bid
invitation.

The closing date for the submission of bids, will be 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 of
which the advertisement is placed in a newspaper.

The accounting officer can determine a closure date for the
submission of bids which is less than 14 or 30 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 impracti¢able or
impossible to follow the official procurement process. - x
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e) Provided that the foregomg provisions shail not apply where the
accountmg officer, after considering a report of the relevant Manager,
is of the opinion that the proposed contract is an urgent case ora
special case of necessity for which tenders need not be invited or
where the proposed contract is for the sale or purchase of goods,
that such goods should be bought or sold 'by public auction.
Specialised or “sensitive areas shall be subjected fo the closed

blddlng process.

g) The bid invitation must clearly indicate . that it is Municipality's
prerogat:ve riot o award the tender or any part thereof to the lowest

or any bidder.

h) Bids submitted to the municipality must be sealed

i) Bid results and awards must be made avallable to bidders when
requested: The results must be published on the website. This
process, which will énsure transparericy, will also enable bidders to
evaluate their performance and competitiveness for future tenders.

4.313Issuing and submission of bid documents

a) Bid documents shall be collected from locations as specified in the
bid invitation upon paymént of the following non — refundable bid
deposit as prescribed by Council, where applicable;

b) The SCM unit shall record details of all prospective bidders, who
have been issued with bid documents.

¢) Completed bid documents shall be deposited in a bid deposit box,
which is at specified locations on or before the stipulated closing date

and time.

d) The period fbr which the bids are to remain valid shall be indicated in
the bid document and is calculated from the closing date until the end
of the final day of the petiod.

e) The period of validity may be extended by mutual consent in writing
between the Municipality and the bidders, provided that the original

validity period has not expired, and that all bldders shall have an
opportunity to extend such period.

4.3.14 Closing of Bids

a) Bids shall close on the date and time stipulated in the bid invitation.
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b) The bid closing date may be extended if circumstances justify this
action. The closing date may only be extended if there is sufficient
time to publish a prescribed amendment.

4.3.15 Late Bids
a) Bids are late if received after the closing dated and the time.

b) A late bid shall not be considered for evaluation

4.3.16 Openiﬁg of Tenders

a) Immediately after the closing time, the assigned Officials will be
ib cess of receiving and the bids.

c) As soon as the bids have been opened:

i) The person 6pening the bids shall in each case read out the
name of the bidder and the bidding price;

i)  The bid document shall be stamped with the official stamp of
the Municipality and endorsed with the signatures of the
person opening it and of the person in whose presence it was
opened; .

i)  The name of the bidder and the bidding price shall be recorded

___inare

i) i

Z‘ﬁg S

v)  The municipality shall publish the entries. in the register and
. the bid results on its website.
d) Supply Chain Management Unit remains the custodian of the Bid
Documents during the supply chain management process.

4.3.17 .lnvalid and Non - responsive bids
4.3.17.1 Invalid Bids

a) Where administrative documentation is either incomplete or
not attached in the bid document, the service provider will be
given notice (by either sms, telephone or email) to complete
or submit in two (2) days,

b) Appropriate records should be kept to indicate communication

with such service providers, . " |
C elCEw Tin % -

i e

iy .lvw 2 J‘

;e —————
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4.3.17.2

c)

d)

g)

P239

If the service provider does not respond accordingly in the
penod referred above, bids shall be considered invalid and
shall be endorsed as such by the responsible official who
opened the bid in the following instances:
i)  Where the bid is not submitted on the official bid form;
ii)  Where the bid is completed in non-erasable ink;

" iii) "Where the bid form has hot been signed:

iv) Where the bid form is signed, but the name of the
bidder is. not stated or is indecipherable.

When bids are declared invalid at the opening, the bid of such
bids shall not be read out; however, the name of the bidder
and the reason for the-bid having been declared invalid shall
be announced.

In cases where there is a 100% non-responsive bid due to
non-submission 6f document/s that warrant a disqualification,

- the bidders will bé given 48 hours to submit such document/s.

With reference to provision (e) above, the documents referred
to is limited only to the following:
i) Form of offer
ii) Authority to sign
iif) Original tax clearance certificate and
iv) Municipal rates and taxes

Provisions (e) and (f) referred to above only applies to a non-
subrission of such a document and not to a submnss:on of an

incorrect or invalid document.

Non-responsive bids

a)

Non - responsive tenders

Tenders that do not respond to any of the technical
requirements of the scope of work or do not meet any of the
technical specifications outlined in the enquiry in the terms of
reference without clarification and acceptance by the person
that issued the terms of reference, will be disqualified.

Non - responsible tenders
These refer to tenders with a price that are very high or very
low and is therefore not considered a fair and acceptable

price.

4.3.18 Negotiations with preferred bidders

The accounting officer may negotiate the final terms of a contract with
bidders identified through a competitive bidding process as preferred
bidders, provided that such hegotiation

a) does not allow any preferred bidder a second or unfalr opportumt)/;

"~

| . w Lo 7J ‘

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY | Page 37 of 81

'\( —t e

- | o

@,



b) is not to the detriment of any other bidder; and
c) does not lead to a higher price than the bid as submitted.

Minutes of such negotiations must be kept for record purposes.

4.3.19 Two-stage bidding process

a) A two-stage bidding process is allowed for —-
i) large complex projects;
ii) projects where it may be undesirable to prepare complete
detailed technical specifications; or
iy long térm projects with a duration period exceeding three
years.

b) 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.

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

4.3.20 Two envelope system

The two envelope bidding system is allowed for:

a) Procuring specialized services (e.g. consultants, attomeys efc.) that
require accredited training and a reasonable amount of experience
in the local government field relating to the demand; and

b) Procuring specialized works/goods (e.g. water, sewer or electrical
networks).

c) Bidders are required to submit two enveloped:

i) First - envelope contains the technical methodology to
determine whether the bidder understands the scope of works
as set out in accordance with the criteria stipulated in the bid
documents and that they have - the required capacity,
experience and resources to successfully complete the
project; and

i) The second envelope will contain the fully completed and
sighed bidding documents containing the price, returnable
documents and PPPFA requirements

4.3.21 Closed tender bidding

The municipality may use a closed selection process where:

a) There is only a limited number of potential providers of the
services;

b) A contract with poorly performmg contractors have been
cancelled/terminated;

¢) There is an emergency as provided for in terms of Section 4.11

In all these cases, at least three best performing service providers

registered on the municipal database of service provider mg_s]t be

invited for competitive bidding process. . |

2
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4.3.21.1 Sole sourcing bidding

a) The system will be used in the absence of competition and
where only one bidder exists; i

b) A sole source bidder hormally has patent rights or sole
distributioni rights. -

4.3.22 Public / Private Partnership (PPP)

Whenever goods, works and/ of services are procured by means of

public private partnership or as part thereof, séction 120 of the MFMA

should be adhered to.

4.3.23 Unsolicited bids

a) In accordance with section 113 of the Act, the m}dnici_pa_li,ty is not obliged
to consider urisolicited bids received outside a normal bidding process;

b) The Accounting Officer may decide in terms of section 113(2) of the Act
to consider an unsolicited bid only if —

i) the product or service offered in terms of the bid is
_ demonstrably or
if) proven unique innovative concept;
iif) the product or service will be exceptionally beneficial to, or
' have exceptional cost advantages for the municipality
iv) the person who made the bid is the sole provider of the
' product or service; and
v) the reasons for not going through the normal bidding

, processes are found to be sound by the Accounting Officer.
c) If the Accounting Officer decides to consider an unsolicited bid that
complies with subparagraph (2) above, the decision must be made
public in accordance with section 21A of the Municipal System Act,

together with —
[) reasons as to why .the bid should not be open to other
competitors;

ii)  an explanation of the potential benefits for the municipality were
it accept the unsolicited bid;

iii)  an invitation to public or other potential suppliers to submit their
comments within 30 days of the notice.

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

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

g) When considering the matter, the adjudication committee must take into
account —

i) any comments submitted by the public; and
ii) any written comments and recommendations of the National
Treasury or the relevant provincial treasury.

h) If any recommendations of the National Treasury or provincial treasury
are rejected or not followed, the accounting officer must submit to the
Auditor General, the relevant provincial treasury and the National
Treasury the reasons for rejecting or not following those
recommendations.

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

j) Before deciding to consider an unsolicited bid there must be compelling
reasons not to use the competitive bidding process which in some cases
will bring other innovative or unique processes / products to light.

4.3.24 Tax clearance certificate

a) The municipality shall reject any bid from a supplier who fails to
provide written proof from SARS that the supplier either has no
outstanding tax obligations or has made arrangements to meet
outstanding tax obligations;

b) As proof that there are no outstanding tax obligations, a valid and
original tax clearance certificate must be submitted;

c) No contracts may be awarded to bidders who fail to submit the
original tax clearance certificate within the relevant period:;

d) Should all bidders fail to attach a valid and original tax clearance
certificate, then the bid must be cancelled and re-advertised; and
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4.3.25 Committee system for competitive bids

a) The Municipality’s committee system for competitive blds shall
consist of the following committees:

i)
i)

if)

a bid spécification committee;
a bid evaluation committee; and
a bid adjudlcatlon committes;

b) The a0count|ng officer appoints the members of each committee,

taking into account section 117 of the MEMA.

d) The Accountmg Officer may apply the bid committee system to
wntten priced quotatlon if he deems it necessary.

e) A bid committee established in terms of the policy shall perform its

functions,

exercise its powers and discharge its duties mdependently

and without fear favour or prejudice and shall be accountable to the
accountlng officer.

4.3.26 Bid specification committees

a) A bid specification-committee must compile the specrﬁcatnons for goods or
servnces that must be procured by the municipality.

b) Specifications —

i)

i)

if)

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY

must be drafted in an unbiased manner to éllow all
potential suppliers to offer their goods or services;

must take account of any accepted standards such as
those issued by Standards South Africa, the Infernational
Standards Organisation, or an authority accredited or
recoghised 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;

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

may not make reference to any particular trade mark,
name, patent, design, type, specmc orlgln or producer
unless there is no other sufficiently pYeCIse or lntelllglb]e

i
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way of describing the characteristics of the work, in which
case such reference must be accompanied by the word
“equivalent”.

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

vii) must be approved by the accounting officer prior to
' publication of the invitation for bids.

c) A bid specification committee must be composed of one or more officials of
the préferably the manager responsible for the function involved, and may,
when appropriate, include external specialist advisors.

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

e) All bid specifications and bid documentation must be compiled by the bid
specification committee :

f) The Bid Specification Committee shall be comprised of at least three
municipal officials, an appointed Chairperson, the responsible official in the
unit requiring service' and at least one Supply Chain Management
Practitioner/Official of the district. .

g) Where necessary a representative of Internal Audit and/or Legal Services
and/or an external specialist advisor may form part of this committee. '

h) The Municipal Manager, or his/her delegated authority, shall, taking into
account section 117 of the MFMA, appoint the members of the Bid

Specification Committee.

~

4.3.27 Bid evaluation committee

a) A bid evaluation committee must -
i) evaluate bids in accordance with —
e the specifications for a specific procurement: and
¢« the preference points system set out in terms of
paragraph

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

i) check in respect of the recommended bidder whether
municipal rates and taxes and municipal service charges are
not in arrears, and verify whether any of the directors are in
service of the state

iv)  verify the validity of the tax clearance certificate issued by
SARS;

b) A bid evaluation committee must as far aspossible be composed of-
‘ A i
N ,
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i) at least three officials, an appointed Chairperson, the
responsible official and at least one Supply Chain
Management Practitioner/personnel.

ii) officials from departments requiring the goods or services; ‘and
iii) at least one supply chain management practitioner of the

CDM.

c) The bid evaluation committee will evéIUate all bids received in

4.3.27.1

accordarice with the criteria specified in the bid specifications, and
subrit a report and recommendations regarding the award of a bid
to the adjudication committee.

Ev"alua‘tion'of. Bid

Any evaluation of a bid shall consider the blds received and shall

note for inclusion in the evaluatlon report, a bidder:

a) whose bid was endorsed as being invalid by the responsible
offi c1al at the bid opening;

b) bid does not comply with the provisions for combating abuse
of this Pohcy,

c) whose bid does not comply with the general conditions
appllcable to bids and quotations of this Policy;

d) whose bid is not in compliance with the specification;

e) whose bid is not in compliance with the terms and conditions
of the bid documentation;

f) whose bid does not comply with any minimum goals stipulated
in terms of the preferential procurément section of this Policy;

g) who, in the case of construction works acquisitions, does not
comply with the requirements of the Construction Industry
Development Board Act regarding registration of contractors;

h) who has failed to submit an original and valid tax clearance
certificate from the South African Revenue Services (SARS)
certifying that the taxes of the bidder are in order or that
suitable arrangements have been made with SARS, and

Bids shall be evaluated according to the following as applicable:

a) bid price (corrected if applicable and brought to a comparative
level where necessary), the unit rates and prices, the bidder's
ability to fulfil its obligations in terms of the bid documents,

- —_—

b) any qualifications to the bid,
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c) the bid ranking obtained in respect of preferential procurement
as required by this Policy,

d) the financial standing of the bidder, including its ability to
furnish the required institutional guarantee, where applicable,

e) Any other criteria specified in the bid documents.

f) No bidder may be recommended for an .award unless the
bidder has demonstrated that it has the resources and skills
required to fulfil its obligations in terms of the bid document.

g) The Bid Evaluation Committee shall check in respect of the
recommended bidder whether municipal rates and taxes and
municipal service charges are not in arrears.

h) Additional information or clarification of bids may be called for
if required but only in writing.

i) Altenative bids may be considered, provided that a bid free of
qualifications and strictly in accordance with the bid’
documents is also submitted. The municipality shall not be
bound fo consider alternative bids,

j) If a bidder requests in writing, after the closing of bids, that
his/fher bid be withdrawn, then such a request may be
considered and reported in the bid evaluation report.

k) The bidder obtaining the highest number of points must be
recommended for acceptance unless there are reasonable
and justifiable grounds to recommend another bidder.

[) If, after bids have been brought to a comparative level, two or
more score equal total adjudication points, the recommended
bidder shall be the one scoring the highest preference points.

m) Review thoroughly the evaluation report prepared and
submitted by the appointed professional consultant

n) If two or more bids are equal in all respects, the Bid Evaluation
Committee shall draw lots to decide on the recommendation
for award, or may, in the case of goods and services,
recommend splitting the award proportionately, where
applicable.

-0) All disclosures of a conflict of interest shall be considered by

the Bid Evaluation Committee and shall be reported to the Bid
Adjudication Committee.
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4.3.27.2 Evaluation of bids based on stipulated mmlmum threshold
for local groductlon and content

a) The Preferential Procurement Regulations, 2011 pertaining to
the PPPFA, which came into effect on 7 December 2011,
make provision for the DT to designate sectors in line with
national development and industrial policies for local
production.

b) To this end, the DTI has designated and detemined the
stipulated minimum threshold for the following sectors, for
local productlon and content:

Sector ' : Category Stipulated
minimum

. o , .| threshold

Textiles, Clothing, Leather 100%

and Footwear . , _

Furmniture Products Office Furniture 85% ( )
School Furniture | 100%
Base and 90%

, mattress I

Set top boxes : . - 30%

Steel power pylons and| = . 100%

substation structures , ‘

Rail rolling stock " | Diesel 55%
locomotives .
Electric 60%
locomotives
Electric Multiple 65%
Units (EMU) '

.| Wagon , 80%

Canned or processed : 80%

vegetables :

Bus 4X2 Commuter 80% O )

Bus, 36 seater
and more, 8500
kg GVM or more.

6X2 Commuter 80%
Bus, 56 seater
and more, 18000
kg GVM or more.

4X2 City Bus, 21 70%
seater or more, |
8500 kg GVM or

more .
6X2 City Bus, 50 70%
seater or more,
18000 kg GVM or
more L

5 B
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coach, 50 seater
or more, 18000
kg GVM or more,
DVD player,
parcel racks,
luggage lockers,
salon heater,
tinted windows
and curtains,
cloth seats.

6X2 Semi-luxury 80%

General clause: 80%
Any other bus/bus body whether it be
commuter, city or semi luxury coach not fitting
a specific descriptions, whether of a
monocoque structure or not, :

c) A two stage evaluation process should be followed on the
above sectors:
i) First Stage: Evaluation in terms of the stipulated
minimum threshold for local production and content:
e Bids must be evaluated in terms of the minimum
threshold stipulated in the bid documents.

o Declaration made by the bidder in the Declaration
Certificate for local content (MBD 6.2) and Annex C
(Local Content Declaration: Summary Schedule)
must be used for this purpose. If the bid is for more
than one product, the local content percentages for
each contained in Declaration C must be used.

e The amendment of the stipulated minimum
threshold for local production is not allowed.

¢ Accounting Officer must ensure that the Declaration
Certificate for Local Content (MBD 6) and the Annex
C (Local Content Declaration: Summary Schedule
is submitted as part of the bid document.

¢« The DTI has the right, as and when necessary to
request for auditors certificate confirming the
authenticity of the declarations made in respect of
the local content.

¢ Accounting Officer must verify the accuracy of the
rates exchange quoted by the bidder in paragraph
4.1 of the Declaration Certificate for Local Content
(MBD 6.2).

2
!
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ii) Second Stage: Evaluation in terms of the 80/20 or
90/10 preference point system
e Only bids that achieve the minimum stipulated
threshold for local production and content may be
evaluated further. The evaluatlon must be done in
accordance with the 80/20 or 90/10 preference
point  system prescnbed in  Preferential
Procurement Regulations, 2011.

o AO must ensure that contracts are awarded at
prices that are market related taking into account,
among others, benchmark prices, value for money
and economies of scale.

e Where appropriate, prices may be negotiated with
short-listed ot preferred bidders. Such negotiations
must hot prejudice any other bldders

iif)  Evaluation of bids based on functlonallty
o Whenever it is deemed necessary to evaluate bids
on fUnctlonallty the prescripts contained in
regulation 4 of the Preferential Procurement
Regula’uons 2011 and paragraphs 6 and 11 of the
lmplementatlon Gurde must be followed.

iv) Post award and reporting requirements
e Once bids are awarded, the DTI must be:

o Notified of all the successful bidders and the
value of the contracts;

o Provided with copies of the contracts, the
MBD 6.2 Certificate together with the
Declaratlon C submitted by the successful
bidders.

4.3.27.3 Recomm_en_dation to Bid Adjudication Committee

The Bid Evaluation Committee having considered the evaluation
report, submit a report including recommendations regarding the
award of the bid or any other related matter, to the Bid
Adjudication Committee for award or further recommendation to
the Accounting Officer for final award.

4.3.28 Bid adjudication committee

a) A bid adjudication committee must —
i. consider the report and recommendations of the bid

evaluation committee; and

ii. either — - 1
|

|

1
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e depending on its delegations, make a final award or a
recommendation to the approving authority to make the
final award; or

o make another recommendation to the accounting
officer how to proceed with the relevant procurement

b) The Bid Adjudication Committee shall comprise at least four senior

d)

4.3.28.1

managers, and shall include:
i. the Chief Financial Officer or a Manager designated by the
Chief Financial Officer;
ii. at least one senior supply chain management practitioner
of the District to serve as secretariat; and
iii. a technical expert in the relevant field who is an official of
the District, if the District has such an expert.

The accounting officer 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.

Neither a member of a bid evaluation committee, nor an advisor or
person assisting the evaluation committee, may be a member of a
bid adjudicO00ation committee.

The accounting officer may at any stage of a bidding process, refer
any recommendation made by the evaluation committee or the
adjudication committee back to that committee for reconsideration of
the recommendation.

The accounting officer must cdmply with section 114 of the MFMA
within 10 working days.

Adjudication and Award

a) The Bid Adjudication Committee shall consider the report and
recommendations of the Bid Evaluation Committee and make
a final award or-make another recommendation to the
Municipal Manager on how to proceed with the relevant
procurement.

b) During competitive bidding and adjudication processes or
before the award of a contract, the accounting officer may, at
his or her discretion, specifically request the internal audit
function to carry out audit procedures and provide an opinion
on compliance of the bidding process with the Municipal
Supply Chain Management Regulations

¢) The Municipal Manager may at any stage of the bidding
process, refer any recommendation made by the Bid
Evaluation or Bid Adjudication Committee back o that
committee for reconsideration of the recommendation.

!

.23 |
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4.3.29 Approval of Bid not recommended

a) If a Bid Adjudication Committee decides to award a bid other than the
one recommended by the Bid Evaluation Commiftée, the Bid
Adjudication Comniittee must, prior to awarding the bid:

i) check in respect of the preférred bidder whether that bidder's
muinicipal rates and taxes and municipal service charges are
not in arrears;

if) check in réspect of the preferred bidder that it has the
resources and skills required to fulfil its obhgatlons in terms of
the bid document.

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 above.

i) If the decision of the Bid Adjudication Committee is rejected,
refer the decision of the adjudication committee back to that
committeé for considération.

iii)  If a bid other than the one recommended in the normal course
of implementing this Policy is approved, then the Municipal
Manager must, in writing and within ten working days, notify
the Auditor-General, the Provincial Treasury and the National
Treasury of the reasons for deviating from such
recommendation. :

4.3.29.1  'Reconsideration of Recommendations

The Municipal Manager may, at any stage of a bidding process,
refer any recommendation made by the Bid Evaluation
Committee or Bid Adjudication Committee back to that Committee
for reconsideration of the recommendation.

4.3.30 Publication of names of bidders in respect of advertised competitive
bids, above threshold vaiue of R200 000(all applicable taxes included)

a) Once bids have been closed, the following mformatlon must be
published on the municipality’s website:
i)  The reference number of the bid;
i) Contract description of the goods, services or infrastructure
project;
i) Names of all bidders and their BBBEE status level of contribution;
iv) Where applicable, the local content percentages of the goods
offered and where practical total price of the bids, by all bidders

|
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that submitted bids in relation to that particular advertisement;
and
v)  The aforementioned information should be published within ten
(10) working days after closure of the bid and should remain on
_ the website of MUNICIPALITY for at least thirty (30) days.

b) Once bids have been awarded, the following information must be
published on SDM’s website:
i) Contract numbers and description of goods services or
infrastructure projects;
i) Names of successful bidder (s) and the B-BBEE level of
contribution claimed;
iii)  The contract price(s), and
iv)  Brand names and dates for completion of contracts.

c) Records of such information must be retained for audit purposes

4.3.30.1 Notification of Decision and Award of Contract

a) If the Bid Adjudication Committee or other delegated official
has resolved that a bid be accepted, the successful bidder
shall be notified in writing of this decision.

b) Every notification of decision and/or formal acceptance/award
of a bid must be in writing and shall:

i)  be delivered by hand on the day that it was signed and
dated; or

ii) be faxed to the address chosen by the bidder on the
day that it was signed and dated, with a copy of the
transmission verification report kept for record
purposes.

4.3.31 Procurement of banking services

a) A contract for banking services —
i)  must be procured through competitive bids;
i)  must be consistent with section 7 or 85 of the Act; and
i)  may not be for a period of more than five years at a time.

b) The process for procurmg a contract for ban'kmg services must
commence at least nine months before the end of an existing

contract.

c) The closure date for the submission of bids may not be less than 60
days from the date on which the advertisement is placed in a
newspaper in terms of paragraph 22(1). Bids must be restricted to
banks registered in terms of the Banks Act, 1990 (Act No. 94 of

1990).

T
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4.3.32 Procurement of IT related goods or services

a) The accounting officer may request the services of IT spec:ahsts to
assist with the acquisition of 1T related goods or services through a
competitive bidding process.

b) Both parties must entér into a written agreement to regulate the
services rendéred by, and the payments to be made,

c) The accountifig officet must notify the IT $pecialists together with a
motivation of the IT needs if —
i)  the transaction value of IT related goods or services required
in any financial year will exceed R50 miillion (VAT mcluded) or
i) the transactlon value of a contract to be procured whether for
one or more years exceeds R50 million (VAT mcluded)

d) If SITA comments on the submission and the municipality disagrees
with such comments, the commenits and the reasons for rejecting or
not following such commerits miust be submitted to council, national
treasury, the provincial treasury _and the au_dltor-general

4.3.34 Procurement of goods and services under contracts secured by
other organs of state

The accounting officer may procure goods or services under a

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

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

b) there .is no reason to believe that such contract was not validly
procured;

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

d) that other organ of state and the provider has consented to such
procurement in writing.

4.3.35 Proudly SA Campaign/ Local Production Content

v 20
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The municipality will ensure that where necessary preference will be
given to local goods and service during procurement. Bids in respect
of services, works or goods that have been designated for local
production and content, must contain a specific bidding condition that
only locally produced goods, services or works or locally
manufactured goods with a stipulated minimum threshold for local
production and content will be considered

Where there is no designated sector, an organ of the state may
include, as a specific tendering condition, that only locally produced
services, works or goods or locally manufactured goods with a
stipulated minimum threshold for local production and content, will be
considered, on condition that such prescript and threshold(S) are in
accordance with the specific directives issued for this purpose by the
National Treasury in consultation with the Department of Trade and

Industry.

Every tender issued in terms of regulation 8 must be measurable and

((“" audited.

Where necessary, for tenders referred to in sub-regulation (1) and (3),
a two stage tendering process may be followed, where the first stage
involves functionality and minimum threshold for local production and
content and the second stage price and B-BBEE with the possibility
of price negotiations only with the short listed tenderer/s.

4.3.35.1 Conditions

a) Only a tenderer who has completed and signed the
declaration part of the tender's documentation may be
considered.

b) An organ of state must, when calculating comparative
{ prices, take into account any discounts which have been
U offered unconditionally.

c) A discount which has been offered conditionally must,
despite not being taken into account for evaluation
purposes, be implemented when payment is affected.’

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

e) In the event that two or more tenders have scored equal
total points, the successful tender must be the one scoring
the highest number of preference points for B-BBEE.

f) However, when functionality is part of the evaluation
process and two or more tenders have scored equal points
including preference points for B-BBEE, the successful

oo wo %
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tender must be the one scoring the highest score the
functionality.

g) Should two or more tender be equal in all respect, the
award shall be décided by the drawing of lots.

h) A trust, consortium or joint venture will qualify for points for
their B-BBEE status level as a legal entity, proVrded that the
entity submlts their B:-BBEE status level certificates.

i) A trust; consortrum or joint venture will qualify for points for
théir B-BBEE status level as an unincorporated entity,
provrded that the entlty submits their consolidated B- BBEE
scorécard as if they were a group structure and that such a
consolldated B-BBEE scorecard is prepared for every
separate tender.

4.3.35.2 _subcohtracti'ng

a) A person must not be awarded points for B-BBEE status
level if it is indicated i in the tendér documents that such a
tenderer inténds sub—con‘tractmg .more than 25% of the
value of the contract to any other enterprise that does not
qualify for at least the points that such a tender quahf ies for,
unless the intended sub-contractor is an exempted micro
enterprise that has the capablllty and ability to execute the
sub-contract.

b) A person awarded a contract may not sub-contract more
than 25% of the value of the contract fo any other enterprise
that does not have an equal or higher B-BBEE status level
than the person concemned , unless the contract is
subcontracted to an exempted micro enterprise that has the
capability and ability to execute the sub-contract.

¢) A person awarded a COntract in relation to a designated
sector may not subcontract in such a manner that the local
production and content of the overall value of the contract
is reduced to below the stipulated minimum threshoid.

4.3.36 Procurement of services by tertiary institution

When an organ of the state is in need of a service provided by only
tertiary institution, such services must be procured through a
tendering process from the identified tertiary institutions.

Tertiary institutions referred to in sub- -regulation (11) will be required.
to submit their B-BBEE status in térms of the specialized scorecard
contained in the B-BBEE Codes of Good Practice
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4.3.30 Cancellation and re-invitation of tender

a) In the event that, in the application of the 80/20 preference point
system as stipulated in the tender documents, all tenders received
exceed the estimated Rand value of R1 000 000 , the tender
invitation must be cancelled.

b) If one or more of the acceptable tenders received are within the
prescribed threshold of R1 000 000, all tenders received must be
cancelled on the 80/20 preference point system.

c¢) In the events that, in the application of the 90/10 preference point
system as stipulated in the tender documents , all tenders received
are equal to , or below R1 000 000 , the tender must be cancelled.

d) If one or more of the acceptable tenders received are above the
prescribed threshold of R1 000 000, all tenders received must be
evaluated on the 90/10 preference point systeém.

e) An organ of state which has cancelled a tender invitation as
contemplated in sub-regulations (1) (a) and (2) (a) must re-invite
tenders and must, in the tender documents, stipulate the correct
preference point system to be applied.

4.3.37 Appointment of consultants

a) The consultants shall be appointed according to the applicable Acts as
amended and remunerated according to the latest applicable
Government Gazette regarding professional fees;

b) Consultancy services must be procured through competitive bids if
i) the value of the contract exceeds R200 000 (VAT included);
or
ii) the duration period of the contract exceeds one year.

c) In addition to any requirements prescribed by this policy for competitive
bids, bidders must furnish particulars of ~
i) all consultancy services provided to an organ of state in the
last five years; and
ii)  any similar consultancy services provided to an organ of state
in the last five years.

d) The accounting officer must ensure that copyright in any document
produced, and the patent rights or ownership in any piant, machinery,
thing, system or process designed or devised, by a consultant in the
course of the consultancy service is vested in the municipality \

“
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4.3.371  NON-TECHNICAL PROJECTS AND CONSULTANTS

The evaluation and appointment of consultants and professional
service prowders involved in services other than physncal
infrastructure shall be subjected to the same criteria provnded that
the base value is calculated on the strength of pricé and shall
mclude factors rélated to cost, expertlse, experience,
methodology, deliverables and the remainder to specific goals.

4.4 Deviation from, and ratification of minor breaches of, procurement
processes

a) The accounting officer may ~
i) dispense with the official procurement processes
established by this Policy and to procuré any required
goods or services through any convenient process, which
( may lnclude direct riegotiations, but only —

* inan emergency’; ( )

» if such goods or services are produced or available from
a smgle prov:der only, '

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

» acquisition of animals for zoos and/or nature and game
reserves; or

e in any other exceptional case where it is impractical or
lmpossmle to follow the offi cial procurement processes;
and

i) to ratify any minor breaches of the procurement processes
by an official or commiittee acting in terms of delegated
powers or duties, which are purely of a technical nature.

iii)  Inextreme cases where life and property are threatened the
most senior person available shall authorize emergency ()
measures which shall be reported to the Accounting Officer
as soon as reasonably possible.

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

1 The delivery of water services, electricity by its nature, will from time to time require émergency procurement
and / of thé obtaining of less than three quotes to avoid risking the health and safety of the consumers. In such
cases the prior approval of the Accounting Officer shall be obtained. In extreme cases where life and property
are threatened the most senior person. ‘
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4.5 Avoiding abuse of supply chain management system
The Accounting Officer:

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

b) investigate any allegations against an official or other role player, of
| corruption, improper conduct or failure to comply with the supply chain
‘ management system. The justified, the Accounting Officer must take
| steps against such official or other role player and inform the provincial
| treasury of such steps, and report any conduct that may constitute a
criminal offence to the South African Police Service;

c) must check the National Treasury’s database prior to awarding any

contract to ensure that no recommended bidder, nor any of its director

( are listed as companies or persons prohibited from doing business
(o with the public sector;

e) must reject the bid from a service provider: -

)] who fails to provide written proof from the from SARS that the
supplier either has no outstanding tax obligation;

i) who has any outstanding obligations in respect of municipal
rates and taxes or any other charged as prescribed by the
Municipality;

iii) who has during the last five years failed to perform

satisfactory 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;

{ .
U f) may disregard the bid of any bidder if that bidder, or any of its directors:
i) has abused the national or provincial department's or the
Municipalities supply chain management system;
i) has committed fraud or any other improper conduct in relation
to such system;

g) must inform the relevant the relevant treasury of any action taken in
terms of this paragraph;

h) may cancel the contract awarded to a person:
i) the person committed any corrupt or fraudulent act during the
bidding process or the execution of the contract;
iy an official or other role player committed any corrupt or
fraudulent act during the bidding process or the execution of the
contract.

v 2
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4.6 Restriction of suppliers and BBBEE objectives

Should a contractor to a municipality or municipal entity obtain preferences
fraudulently or fail to attain -any specified goals in terms of the Preferential
Procurement Regulatlons then the municipality- may take various actions,

. including exercising its power in terms of the reguilations t6 restnct the supplier

from doing business with the public sector.

When evaluating a bid, municipalities and entities are required to follow the
requirements of the Preferential Procurement Regulatlons issued in terms of
the Preferential Procurement Policy Framework Act, Act No. 5 of 2000
(PPPFA) Regulatlons 21 and 28 of the Municipal Supply Chain Management
Regulations (SCM Regulatlons) require all bids to be evaluated in accordance
with the supply chain management policy of the municipality and in terms of the
PPPFA. The evaluation criteria used by the municipality or entity must be.
implemented within the framework of the PPPFA.

The Preferential Procurement Regulations prescribe requirements for
developing and applying evaluation criteria and goals to achieve required
outcomes. Should the municipality or entity discover that the bidder obtained
preference on a fraudulent basis or has failed to attain specified goals during
the performance of the contract then certain remedies are available to and need
to be considered by the municipality.

Regulation 15 of the Preferential Procurement Regulations reads as follows:
a) “15(1) - An organ of state must, upon detecting that a preference in terms
of the Act and these regulations has been obtained on a fraudulent basis,
or any specified goals are not attained in the performance of the contract,
act against the person awarded the contract.
b) 15(2) - An organ of state may, in addition to any other remedy it may have
against the person contempiated in sub-regulation (1) —
i)  recover all costs, losses or damage it has incurred or suffered as a
result of that person’s conduct;
i) cancel the contract and claim any damages which it has suffered as a
result of having to make less favourable arrangements due to such

cancellatnon

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY Page 57 of 81




(h

i)

-iv)'

P260

impose a financial penalty more severe than the theoretical financial
preference associated with the claim which was made in the tender;
and

restrict the contractor, its shareholders and directors from obtaining
business from any organ of state for a period not exceeding 10 years.”

4.6.1 Taking action against a contractor

In the event of a contravention, the municipality’s success to impose its
available remedies and exercise its powers in this regard will be
improved if the process requirements when inviting and awarding the bid
have been correctly followed by the municipality or entity.

In each case the municipality or entity should consider whether it has
appropriate skills’knowledge internally to investigate the matter or
whether such skills/ knowledge or the circumstances of a specific case
require such to be sourced externally. For some types of contract

-breaches it may be necessary to obtain independent advice. For

example, a registered engineer should confirm inferior quality in terms
of construction breaches. In less severe cases it may be appropriate to
obtain an internal report or statement from a suitably qualified official.
Legal advice may aiso be required in some instances.

In all instances where a criminal offence is suspected, and immediately
after its discovery, the matter must be reported by the Accounting
Officer/ Chief Financial Officer to the South African Police Service
(SAPS). This is over and above the municipality’s own internal
investigation and action. In the event that the Accounting Officer or Chief
Financial Officer is implicated, the Speaker of Council or the person
delegated by council in the interim with the responsibilities of the
Accounting Officer should immediately report the matter to the SAPS.

The municipality or entity, over and above its contractual and other
remedies, is also entitled to the remedies included in the Preferential
Procurement Regulations. When exercising the remedies provided for in
regulation 15 of the Preferential Procurement Regulations, the
municipality or entity should consider.the following:
a) Before action is taken in terms of regulation 15, the Accounting
Officer must issue a final notification to the contractor by registered
mail indicating the action to be taken in accordance with the contract
conditions unless the contractor complies with the contract conditions
and delivers satisfactory supplies or services within a specified
reasonable time. Such time limit should be decided upon by the
Accounting Officer and should not be less than seven (7) and not
longer than fourteen (14) calendar days.

b) If the contractor still does not perform satisfactorily despite this
final notification, the Accounting Officer may, in addition to any
contractual or other remedy the municipality or entity may have
against the contractor, elect to exercise any or all of the actions

1o ® |
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stipulated in regulation 15(2) of the Preferential Procurement
Regulations.

4.6.2 Implementing Preferential Procurement Regulation 15(2)(d)

In addition to, and ifrespective of any contractual or other remedies that
may be pursued, the mumc:pallty may commeénce action in terms of
regulatlon 15(2)(d): Should the decision be made in terms of 15(2)(d) to
restrict the contractor, its shareholders and directors’ from obtaining
business with the public sector, the Accountlng Officer, prior to i imposing
such a restriction, must:

a) inform the contractor or person(s) by registered mail or by delivery of
the notice byhand of the intention to impose the restriction, provide
the reasons for such decision and the envisaged period of restriction:

b) allow the contractor and / or pérson(s) fourteen (14) calendar days to
( provide reasons why the envisaged restriction should not be )
imposed; N

c) if requested, allow the contractor and / or person(s) the right to
present evidence in person;

d) consider any reasons submitted by the contractor and / or person(s)
in terms of paragraph (2) above;

e) impose the restriction or amended restriction;
f) inform the contractor and/ or person(s) of the decision; and

g) inform the National Treasury within five working days of such
restriction, particulars of the person(s) to be restricted, (including,
where applicable, names of the restricted persons, identity numbers,
trade name of enterprises, company registration numbers, income
‘- tax reference numbers and vat registration numbers), the reason(s) ()
for the restriction, the period of restriction and the date of '
commencement of the restriction.

Any restriction imposed on any person by the Accounting Officer, will at
the discretion of the Accounting Officer, also be applicable to any other
enterprise or any partner, manager, director or other person who wholly
or partly exercises or exercised or may exercise control over the
enterprise of the first-mentioned person, and with which enterprise or
person the first-mentioned person, is or was in the opinion of the
Accounting Officer actively associated.

The Accounting Officer of a municipality or entity, based on sound
reasons, can amend or uplift any restriction .imposed in terms of
regulation 15(2)(d) of the Preferential Procurement Regulations by the
municipality or entity and must inform the contractor and/ 9{ persons(s)

FIRY
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and the National Treasury accordingly within five working days of the
decision. The reasons for such a decision must be documented.

4.6.3 Right of appeal by the contractor

A contractor or any other person restricted by the Accounting Officer in
this manner has a right to contest this restriction in a Court of Law. The
municipality or entity that imposed the restriction is responsible and
accountable for any costs associated with court proceedings and for the

cost of any decision that may resuit.

5 |

|
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5 MINUTES, RECORDS AND THRESHOLDS

5.1

Non-attendance

Non-attendance of meetlng will be noted “with” or “without apology.”
Repeated failure to attend meetings without- valid reasons for three

. consecutivé meetings shall result in the matter being reported to the

5.2

5.3

b)

5.4

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY

Accounting Officer for action.
Minutes keeping

a) The SCM Unit shall be responsible for the secretarial work,
including minute taking. The SCM section shall further be
responsible for safe keeping of all correspondence genérated by or
received on behalf of the Committee:

b) Th’e secretary of the Bid Committees shall be responsible for safe

keepmg of the minutes sigried by the relevant Chairperson as
accuracy and validity of proceedings.

Decision making

Normally decisions will be reached by consensus. Should there be sharp

differences between members over any specific matter, a decision may .

be arrived at by voting by a show of hands (chairperson will have a casting
vote).

Should the BAC, after the recommendation has been referréd back, not
obtain a consensus with the BEC on the final award of the bid, the final
recommendation must be submitted to the Accounting Officer for a final

decision.

Thus, if a quote/bid other than the one recommended by the BEC is
approved by the BAC, the Accounting Officer must first be notified.

If the BAC/AO decides to approve a bid other than the one recommended

by the BEC, the Auditor-General, Provincial Treasury and National

Treasury must be notified in writing within 10 days of the reasons for
deviating from such recommendation.

The Accounting Officer may at any stage refer the recommendation made
by the BEC or BAC back to that committee for recommendation.

Confidentiality

a) All bids and any related correspondence and deliberations thereon
must be treated as confidential information. No member of Bid
Committees or any other official of municipality may divulge

2. ' Page 61 of 81
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information relating to bids unless he/she is authorised to do so. Any
person liable for such conduct may be charged with misconduct.

b) Matters of a confidential nature in the possession of supply chain or
other officials should be kept confidential uniess legislation, the
performance of duty or the provisions of the law requires otherwise.
Such restrictions should also apply after leaving the service: of
MUNICIPALITY.

c) Any information that is the property of the municipality or its
suppliers/service providers should be protected at all times.

Declara‘tion of interest

a) Each member of the bid committee or any official involved in the
bidding process must declare possible conflict of interest and sign
confidentiality agreement prior to the commencement of the evaluation
process. No member or official who has an interest (or whose relative
or friend has an interest) in particular offer will be allowed to participate
in the evaluation, consideration and adjudication of the relevant bid.

b) If the SCM practitioner or other role player, or. close family member,
partner or associate of such practitioner or other role player, has any
private or business interest in any contract to be awarded, that
practitioner or role player must:

i) Disclose the interest.
ii) Withdraw from participating in any manner whatsoever in the
process relating to the contract.

c) All committee members as well as the secretary should be required to

d)

5.6

CAPRICORN DISTRICT MUNICIPALITY SUPPLY CHAIN MANAGEMENT POLICY

declare their financial interest annually and at each subsequent meeting.

Members must declare all gifts and invitations accepted for sbcial events
received from suppliers or potential suppliers, irrespective of the value of

such a gift. Such declarations must be captured in the minutes of the

meeting and must be reported to the CFO. Any such gifts and/or
invitations accepted by the CFO must be reported to the Accounting

Officer.

Attendance

Members and all other attendees shall sign a register at each meeting,
serving as attendance register as well as an undertaking to confidentiality
and impartiality of that meeting. .

'
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6 LOGISTICS MANAGEMENT

a) The Accounting O.tﬁcer must establish and implement an effective
system of logistics management, which must include -

i)

vi)

vii)

viii)

the monltonng of spending pattems on types or classes of
goods and services incorporating, where practical, the
coding of items to erisure that each item has a unique
number; -

the setting of inventory lévels 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;

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 specn‘" cations where applicable
and that the price charged is as quoted in terms of a contract;

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

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

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

Stocktaking of all assets in stock or on distribution should be
conducted at least once a year.

S

b) The SCM unit shall be responsible and accountable for the
establishment, management and operation of store facilities for the

Municipality.

c) The management of stores shall include amongst others:
i) The day to day operation of the Municipality's store;
ii) Determmlng the range and nature of items that will be carried
in the store facility;
)  Setting the inventory level;
) Timely placement of orders when stock levels are low;
v)  Receiving and distribution of goods; and
)

Expediting orders. *

« 2
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6.1 PLACING OF ORDERS

a) Purchase orders will be created with reference to requisitions where
the supply source is contract or quotations (where sourcing had to
take place).

b) Requisitions must be completely filled and submitted with three
quotations.

c) All purchase orders will be captured on the SAP system inclusive of
VAT. :

d) The assets section (for asset creation) and the insurance section
(for claims) will be informed after the purchase order approval.

~
7

3
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7 DISPOSAL MANAGEMENT

a) The criteria for the disposal or letting of assets, including
unserviceable, redundant or obsolete assets, subject to sections 14
and 90 of the MFMA, are as follows:

i) vehlcles that have been scrapped;

ii) motors, pumps, panels and other electro-mechanical
equipment which do hot have the capacity to meet the
demand and which cannot be used elsewhere in the system:;

i) damaged motors, pumps, panels and other electro-
mechanical equipment, the repairs to which cost more than
60% of the cost of a new replacement item; and

iv) plant, vehicles and equipment that have exceeded their
economic life.

b) 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; | ( )
ii) 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.

c) The accounting officer must ensure that —
i) immovable property is sold only at market related prices
except when the public mterest or the plight of the poor
demands otherwise;

i) 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;

iif)  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; ()

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

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

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

vii)  in the case of the free dlsposal of computer equipment, the
councillors are first approached to indicate within 30 days
whether any of the local schools, traditional leaders NGO’s
are interested in the equipment.

. |
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The Municipality’'s asset management policy will be considered as far as this
matter applies.

‘M
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8 RISK MANAGEMENT

8.1 Risk Management

a) The supply chain management process must provide for an effective

system of risk managernent for the identification, consideration and
avoidance of potential risks in the SCM system, are as follows:
i) Non-compliance by the supplier to déliver within agreed
~ timeframes; ‘ ' :
ii)  Supply of inferior goods or services:
iify  Inability of the supplier to provide goods or services as ordered;
iv)  Non-adherence to the MUNIGIPALITY’s policy with regard to
_ utilisation of preferred suppliers; and .
v)  Procurement of goods of services at prices or of a quality not in
the best interest of muriicipality.

{ b) Risk Management must include-
[)  The identification of risks on a case-by-case basis;

ii)  The allocation of risks to the party best suited to manage such
risks; .

iif)  Acceptance of the cost of the risk where the cost of transferring
is greater than that of retaining it:

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

v) The assignment of relative risks to -the contracting parties
through clear and unambiguous contract documentation.

¢) In addition to the above, the Risk Management Framework of
municipality will apply.

8.2 Bid Security

" a) In all cases where property of the council is placed in the hands of a
private organisation, security covering the full value of the property
must be obtained.

b) Where the estimated cost of the project will, in the opinion of the
Municipality constitute a higher risk of services not being completed in
time by the contractor and therefore security is always required for the
completion of construction service. Where security is required, details
of the required security are stipulated as a bid condition.

c) Capricorn District Municipality may waive the requirements for a
security in order to facilitate immediate entry of emerging small-scale
entrepreneurs in the small works sector of the construction industry.
The net effect is that the council will underwrite the risks of such
contracts in order to provide opportunities that will target a specific

sector. -
! 4TV
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8.3 Professional Registration and Indemnity Insurance

a) Inorder to maintain such a high standard of work and keeping in mind
the possible risk Council is exposed to, as well as the relevant
legislation regarding the professions, it is of utmost importance that
only firms registered with their relevant professional bodies are
allowed for appointment by Council. :

b) Furthermore, all such firms must have a valid and current Professional
Indemnity insurance policy in place. The purpose of such a policy is to
provide protection for any loss, damage, death liability or take-over of
a third party or a lo§s sustainied by the Council, related to an oversight,
omission or negligence pertaining to the non-adherence of
professional duties for which the consuitant is responsible.

8.4 Deed of Cession

In recognition of the difficulties experienced by Emerging contractors in
the procurement of materials due to suppliers classifying them as high
risk, Capricorn district Municipality will allow cession arrangement in good
faith where Capricom district Municipality will undertake to pay the
supplier directly from the contractor's certificate before paying the
contractor.

8.5 Insurance

The contractor must supply proof of insurance in accordance with
applicable General Conditions of Contract.

8.6 Sureties

a) The following deviations from the General Conditions of Contracts
should be noted and that the projects listed below are afforded
according to risk and the following sureties shall be applicable:

i)  Micro projects Nil
ii) Small projects 2.5%
iii) Medium Projects 5%
iv) Large projects A & B 10%

b) Whereas in the case of micro projects sureties have been waived, for
small and medium projects the sureties have been reduced, a cash
surety will be deducted in equal percentages of the progress payments
during the duration of the contract will be allowed. In the case of large
projects not exceeding R2 million a cash deduction from the first three
progress payments covering the full surety percentage will be allowed.

In case of large projects over R2 million only bank bonds will be ]
allowed in accordance with the general Conditions 6f Contract‘ Fi ’

| 323 ’
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8.7 Retention

a) The following deviations from the General Conditions of Contracts
should be noted. Capricom district Municipality shall retain the
following percentages of the project cost from the Contractor during
the coristruction as a guard against defects that might be noticed after
practical completion-

i) Micro 5%
ii) Small 5%
i)  Medium 10%
iv) Large 10%

b) The retention will be réleased as follows:
i) Micro: 2.5% released at completion of the Project and the
balance after 3 months

ii)  Small: 2.5% released at completion of the Project and the

balance after 6 months '

ii)  Medium: 5% released at completion of the Project and the
balance after 12 months

iv) Large: 5% released at completion of the Project and the
balance after 12 months

c) Capricon District Municipality shall retain 5% on the account of the
consultant as retention, which will be released after three (03) months,
provided the following conditions have been complied with:

i)  Submission of as built drawings;
ii)  Submission of completion reports, operating manuals and
equipment warranties; and
iif)  There are no unresolved management and or community
issues outstanding.

8.8 Penalties
a) All contracts awarded to contractors will be subject to a penalty clause.
The penalty clause is necessary to encourage contractors to complete

their assignments within the contract time.

b) The following penalities should be applicable
i)  Micro projects 0.02 % of contract amount per day

i)  Small projects 0.04 % of contract amount per day

iii)  Medium projects 0.06 % of contract amount per day

‘ S PO B I
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iv) Large projects 0.1 % of contract amount per day

v) A penaity clause does not and cannot ensure that a contract will
be completed on time and therefore the enforcement of

penalties will become a reality. Penalties should at least cover
_any loss incurred by the Council.
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9 PERFORMANCE MANAGEMENT

a) The CFO under the delegation of the Accounting Officer must establish
and implement an internal monitoring system in order to determine the
basis of a retrospective analysis whether the authorized SCM
processes were followed and whéther the measurable performance
objectives linked to and approved with the budget and service delivery
and budget implementation plan, were achieved.

b) The relevant Project Manager must ensure that the performance of all
contractors is assessed during the period of the contract.

c) At the completion stage of the project/contract, an assessment of the
contractor shall be undertakén and this assessment should be available

for future reference.

d) Performance manageiment shall accordingly be characterised by a
monitoring process and retrospective analysis to determine whether:
Value for money has been attained; -

i)  Proper processes have been followed:
ii) Desired objéctives have been achieved;
iify  There is an opportunity to improve the process;
iv)  Suppliers have been assessed and what that assessment is;
and

V)  There has been deviation from procedures and, if so, what the .

reasons for that deviation are.

e) The performance management system shall accordingly focus on,
amongst others: '
- 1) Achievement of goals;
ii) Compliance to norms and standards;
i) Savings generated:;
iv)  Cost variances per item:; : _
v)  Non-compliance  with contractual  conditions  and
~ requirements; and
vi)  The cost efficiericy of the procurement process itself.

f) The CFO shall report quarterly to the Council on the following aspects:
i)  Total procurement spend; '
ii)  Process disputes if any;
iii)  Instances of alleged and proven fraud and corruption if any;
iv)  Information regarding deviation process followed. Examples
of such processes are:
¢ Non-utilization of supplier database:
« Subdividing of total requirements; and
« Unplanned spending and obtaining less than the
required number of quotations.

—_
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10 OTHER MATTERS

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

h) 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.

i) Before making an award to a person the accounting officer must first
check with SARS whether that person’s tax matters are in order.

j) 1f SARS does not respond within 7 days such person’s tax matters may
for purposes of subparagraph (a) be presumed to be in order.

10.2 Prohibition on awards to persons in the service of the state

(m , Irrespective of the procurement process followed, no award may be made
to a person in terms of this Policy — '

a) who is in the service of the state, :

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

c) a person who is an advisor or consultant contracted with the
Municipality.

d) who is a member of the municipal council

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

The accounting officer must ensure that the notes to the annual financial

statements disclose particulars of any award of more than R2000 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.

10.4 Ethical standards

a) All officials and other role players engaged in the supply chain
management system of the Municipality, must comply with the highest
ethical standards in order to promote mutual trust and respect, and an
environment where business can with integrity and in a fair and
reasonable manner;

b) All officials of the Municipality must comply with provisions_of the_Code
of Conduct for officials as contained in Schedule 2 of the Mummpal
<
|
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Systems Act, and thé National Treasury’s Code of Conduct for Supply
Chain Management Practitioners and other role players involved in
Supply Chain Management as adopted by Council.

c) Inthe event that an official abuses or do not comply with the provisions
of the SCM Policy. Action shall be taken against the official in terms of
the Conditions of Service as well as Chapter 15 of the Act.

d) An official or other role player involved in the implementation of this
Policy -
[)  must treat all providers and potential providers equitably;

if) ~ may not use his or her position for private gain or to improperly
benefit another person;

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

iv)  notwithstanding subparagraph “(d)(iii), must declare to the
accounting officer details of any reward, gift, favour, hospitality
or other benefit promised, offered or granted to that person or
to any close family member, partner or associate of that person;

v)  must, for the purpose of subparagraph (i) above, declare to the
accounting officer details of any private or business interest
which that person, or ahy close family member, partner or
associate, may have in any proposed procurement or disposal
process of, or in any award of a contract by, the Muricipality:

vi)  must immediately withdraw from participating in any manner
whatsoever in a procurement or disposal process or in the
award of a contract in which that person, or any close family
member, partner or associate, has any private or business
interest;

vii)  must be scrupulous in his or her use of property belonging to
Municipality; ‘

vii) must assist the accounting officer in combating fraud,
corruption, favouritism and unfair and irregular practices in the
supply chain management system; and

ix)  must report to the accounting officer any alleged irregular
conduct in the supply chain management system which that
person may become aware of, including —

e any alleged fraud, corruption, favouritism or unfair conduct;

¢ any alleged contravention of paragraph 47(1) of this Policy;
or

« any alleged breach of this code of ethical standards.

(5) Declarations in terms of subparagraphs (4)(d) and (e) -
(@)  mustbe recorded in a register which the accounting officer must
- i

keep for this purpose; -
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(b) by the accounting officer must be made to the Executive Mayor
of the Municipality who must ensure that such declarations are
recorded in the register.

(6) The National Treasury’s code of conduct must also be taken into
account by supply chain management practitioners and other role
players involved in supply chain management.

10.5 Inducements, rewards, gifts and favours to Municlipal officials
and other role players

a) 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
lntermedlary promise, offer or grant —

i. any inducement or reward to the Municipality for or in
(m connection with the award of a contract; or

ii. any reward, gift, favour or hospitality to —
e any official; or
e any other role player involved in the implementation of
this Policy.

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

c) Subparagraph (a) does not apply to gifts less than R350 in value.

(U 10.6 Sponsorships

a) The accounting officer 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 —

i) a provider or prospective provider of goods or services; or
i) a recipient or prospective recipient of goods disposed or to be
disposed.

10.7 Objections and complaints

Persons aggrieved by decisions or actions taken in the implementation of
this supply chain management system, may lodge within 14 days of the
decision or action, a written objection or complalnt against the decxsnon or
action. _ B
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10.8 Resolution of disputes, objections, complaints and queries

a) The accounting officer must appoint an independent and impartial
persan, not directly involved in the supply chain management
processes - - _ '

i)  toassistin the resolution of disputes betwaen the Municipality
and other persons regarding -
* any decisions or actions taken in the implementation of
the supply chain management system: or 4
¢ any matter arising from a contract awarded in the course
of the supply chain management systém: or

ii)  to deal with objections, cornplaints or-queries regarding any
such decisions or actions or any matters arising from -such
contract. ‘
b) The accounting officer, or another official- designated by the
accounting officer, is résponsible for assisting the appointed person to

perform his or her functions effectively.

¢) The person appointed must — '
i) strive to resolve promptly all disputes, objections,
complaints or queries received; and :
ii)  submit monthly reports fo the accounting officer on all
disputes, objections, complaint’ or queries received,
attended to or resolved.

d) Adispute, objection, complaint or query may be referred to the relevant
provincial treasury if —
i) the dispute, objection, complaint or query is not resolved
within 60 days; or :
if) no response is forthcoming within 60 days.

e) If the provincial treasury does not or cannot resolve the matter, the
dispute, objection, complaint or query may be referred to the National
Treasury for resolution.

f) This paragraph must not be read as affecting a person’s rights to
approach a court at any time.

10.8 Contracts providing for compensation based on turnover

If a service provider acts on behalf of a Municipality to provide any
service or act as a collector of fees, service charges or taxes and the
compensation payable to the service provider is fixed as an agreed
percentage of turnover for the service or the amount collected, the
contract between the service provider and the Municipality must stipulate
a) a cap on the compensation payable to-the sérvice providet; and

Sy e 23
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b) that such compensation must be performance based.

10.10 Amendment of the supply cﬁain management policy

a) The accounting officer must —
i) at least annually review the implementation of this Policy;

and :
i) when the accounting officer considers it necessary, submit
proposals for the amendment of this Policy to Council.

b) [f the accounting officer submits proposed amendments to Council,
that diffet frorm the guidélines issued by the National Treasury, the
accounting officer must ensure that such proposed amendments
comply with the Regulations;

¢) When amending this supply chain management policy the need for

((\ uniformity in supply chain practices, procedures and forms between
organs of state in all spheres, particularly to promote accessibility

of supply chain management systems for stnall businesses must be

taken into account.

10.11 MANAGING THE CONTRACT

a) The Contract Administrator shall adhere to the provisions of this
Policy and the Contract. Management Policy;

b) The End-End-user department shall be responsible for the day to
day administration of the contract; and

¢) The SCMU shall be responsible to ensure that the contract
payments are made according.to contract conditions.
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11 PREFERENCE POINT SYSTEM

The Preferential Procurement Regulations (Act No. 5 of 2000) provides that
an organ of state must determine its preferential procurement policy and
implement it within the broader framework of the Act, The Act states that

the framework may includeé: | o _

a) Implementing the programme of the Reconstruction and Development
Programme as published in Government Gazette No. 16085 dated 23

November 1994. ' .

b) Any specific goals for which points may be awarded shall be clearly
specified in the tender document and must be measurable, quantifiable
and monitored for compliance.

c) Capricorn District Municipality shall use the formula to calculate the
points for price .as prescribed by seéctions 5(1) and 6(1) of the
Preferential Procurement Regulations, 2011. Preference points to a
maximum provided by the Regulations will be awarded to a bidder with |
specific goals as provided by paragraph 2.5 of this policy.

11.1 Calculation of Preference Points
11.1.1 Procurement of goods and sei'vices

Capricorn District Municipality shall use the 80/20 preference point
system in respect of bids/quotations above R30 000 up to R50 000 000
with a maximum of 20 points allocated for specific goals and the 90/10
system in respect of projects above R50 000 000 with a maximum of 10
points allocated for specific. goals;

If there is uncertainty regarding the estimated price and which
preference point system will be applicable, then the tender documents
would state that either the 80/20 or the 90/10 preference point system
will apply and that the lowest acceptable tender will be used to determine
the applicable preference point system

11.1.1.1 For 80/20 preference point system

Points must be awarded to a tenderer for altaining the BBBEE
status level contributor

BBBEE level contributor No of points -

' 20

18

14

12

o™ w|no -
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7
8
Non-compliant

OIN (N

The formula :
Ps = 80x {1-(Pt- Pmin) /Pmin} + BEE Score points
100% will be: Ps = 80x1 + BEE Score points = 100
Where
. Ps = Points scored for bid under evaluation
Pt = Rand value of bid under consideration
Pmin = Rand value of lowest acceptable bid

11.1.1.2 For 90/10 preference point system

B-BBEE status level contributor

o

RN DO [LONO =
O INWIAIO|O (O]

Non-compliant

The formula
Ps = 90x {1-(Pt- Pmin) /Pmin} +BBBEE
100% will be: Ps =90 x1 + BB.BEE Score card = 100

Where
Ps = Points scored for bid under evaluation

Pt = Rand value of bid under consideration
‘Pmin. = Rand value of lowest acceptable pid

W

11.2 For the sale and letting of assets and services

For all bid and quotations with an estimated or averaged value between
R10 000 (ten thousands rand) and R 1 000 000(one million rand) including
VAT, preference points system of 80/20 shall apply and for all quotation
and bids above R1 000 000 the 90/10 preference point system shall

apply,

11.2.1 Price scoring 80/20
Ps = 80x (1+ (Pt-Ph)/Ph)

Where: o .
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Ps = Points scored for comparative price of tender or offer bid under
consideration : :
Pt = comparative price of bid or tender or offer bid under consideration
Pm = comparative price of lowest acceptable tender or offer '

11.2.2 Price scoring 90/10
Ps = 90 x (1+ (Pt-Ph)/Ph)

Where: :

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

Ph = Rand value of highest acceptable bid

11.3 Procurement of goods and services from state-owned enterprises,
tertiary institutions, cbos’, and ngos’ U

a) When an organ of the state is in need of a service provided by only
tertiary institutions, such services ‘nust be procured through a
tendering process from the idéntified tertiary institutionis.

b) Tertiary referred to will be required to submit their B-BBEE status in
terms of the specialized scorecard contained in the B-BBEE codes of
. practice

c) Should an organ of the state require a service that can be provided by
one more tertiary institutions or public entities and enterprise from the
private sector, the appointment of a contractor must be done by the
means of a tendering process

d) Public entities will be required to submit their B-BBEE status in terms
of the specialized scorecard contained in the B-BBEE codes of good (
Practice
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12 CONTRACT MANAGEMENT

12.1 Management of expansion or variation of orders against the
original contract

a) It is recognized that, in exceptional cases, an accounting officer of a
municipality or municipal entity may deem it necessary to expand or
vary orders -against the original contract.

b) The expansion or variation of orders against the original contract has,
however, led to wide scale abuse of the current Supply Chain
Management system.

c) Inorder to mitigate such practices, accounting officers of municipalities
and municipal entities are advised that contracts may be expanded or
varied by not more than 20% for construction related goods, services
and/or infrastructure projects and 15% for all other goods and/or

(( r N services of the original value of the contract. Furthermore, anything
beyond the abovementioned thresholds must be reported to council or
the board of directors.

d) Any expansion or variation in excess of these thresholds must be dealit
with in terms of the provisions of section 116(3) of the MFMA which
will be regarded as an amendment to the contract.

e) The contents of the above paragraph are not applicable to transversal
term contracts, facilitated by the relevant treasuries on behalf of
municipalities and municipal entities and, specific term contracts. The
latter refers to orders placed as and when commodities are required
and at the time of awarding contracts, the required quantities were

unknown.

‘U
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13 COMMENCEMENT

Council resolves in terms of Sec 111 of the Local Government Municipal
Finance Management Act (Act No. 56 of 2003), to adopt the following
proposal as the Supply Chain Management Policy of Capricorn District
Municipality as per council resolution number

This Policy takes effect on the
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