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LEPHALALE LOCAL MUNICIPALITY
SUPPLY CHAIN MANAGEMENT POLICY

PART 1
A. OBJECTIVE

To provide a policy framework to maintain a supply chain management system which is

transparent, efficient, equitable, competitive, ensures best value for money for the municipality, =
applies the highest possible ethical standards, and promotes local economic development, in

terms of section 62 (1) (f) (iv) of the Municipal Finance Management Act, Act 56 of 2003,

By adopting this policy the council are delegating supply chain management powers and duties
1o the accounting officer in order to enable the accounting officer to :

. maximize administrative and operational efficiency in the implementation of the
supply chain management policy;

’ enforce reasonable cost-effective measures for the prevention of fraud,
corruption, favouritism and unfair and irregular practices in the implementation
of the supply chain management policy; and

. comply with his'her responsibilities in terms of section 115 and other applicable
provisions of the Act.

Further pledges itself and the municipal administration to the observance of all applicable
national legislation, including specifically the:

. Preferential Procurement Policy Framework Act No. 5 of 2000 and its
regulations;
. Broad Based Black Economic Empowerment Act No. 53 of 2003 and any

applicable code of practice promulgated in terms of that Act;

. Municipal Finance Management Act No. 56 of 2003; including the regulations
relating to the prescribed framework for a supply chain management system.

The municipality shall not act otherwise than in accordance to this policy when:
- Procuring goods or services;

Disposing of goods no longer needed

B. DEFINITIONS



L]

ITEM Al&2011[¢

4

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 -

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

1! award™, in relation to bids or quotations submitted for a contract, means the final
i on which bid or quote to accept;

formal written price guotation™ means quotations referred to in paragraph in this

1)

ihe service of the state™ means to be —

a member of -

(i} any municipal council;
(11)  any provincial legislature; or
(iil)  the National Assemble or the National Council of Provinces:

a member of the board of directors of any municipal entity;

an official of any municipal or municipal entity;

an employee of any national or provincial department, national or provincial
public entity or constitutional institution within the meaning of the Pubic Finance
Management Act, 1999 (Act No. | of 1999);

a member of the accounting authority of any national or provincial public entity;
or

an employee of Parliament or a provincial legislature;

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

oiher applicable legislation™ means any other legislation applicable to municipal

ujpp

(a)

{c)

Iy chain management, including —

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

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

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

“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);
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“the Regulations” means the Local ~ Government: Municipal Finance

Management Act, 2003, Municipal Supply Chain Management Regulations published
by Government Notice 868 of 2005;

AMENDMENT OF THE SUPELY CHAIN MANAGEMENT POLICY
(1) The accounting officer must —

(a) at least annually review the implementation of this Policy; and
(b) when the accounting officer consider it necessary, submit proposals for
the amendment of this Policy to the Council.

(2) If the accounting officer submits proposed amendments to the Council that  ~
differs fro the model policy issued by the National Treasury, the accounting
officer must -

(a) ensure that such proposed amendments comply with the Regulations; and
(b) report any deviation from the model
policy to the National Treasure and the relevant provincial treasury.

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

OVERSIGHT ROLE OF COUNCIL

(1 The Council reserves its right to oversee the implementation of this Policy.
(2)  For the purpose of such oversight the accounting officer must
{a) (1) within 30 days of the end of each financial year, submit a report

on the implementation of this Policy and the supply chain
management policy of any municipal entity under the sole or
shared control of the municipality, to the council of the
municipality; and

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

{3) The accounting officer must, within 10 days of the end of each quarter, submit a
report on the implementation of the supply chain management policy to the mayor.

fTEHAIﬂr‘ZO‘H[g]
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1+ for the procurement of goods and services shall be submitted by the heads of
s concemned, to the SCM Unit within the Finance department, in which office the
for compliance with the procurement procedures shall be centralized.

21+ <hall be in writing, and submitted to the SCM units of the municipality, in which it
.pecify the nature and, where applicable, quantity or duration, as the case may be,

nid services required.

he use of brand names and further avoid the preparation of specifications aimed &
Js or services provided by specific suppliers, shall bear the certification by the
copaansible for financial management in the department concerned that there is
ision in the current annual budget of the department for the envisaged
in the case of procurement requirements extending over more than one
i Lhat provision has also been included in the draft annual budgets for the ensuing
.1 It shall also be signed by the head of department concerned or by a senior
o Jdepartment designated by the head of department for this purpose. Refer also to
tor the procedure to be followed when expense are to be incurred.

randing any of the requirements set out below, the municipality shall not be obliged to
juotation or bid received.

Juutations

i hief Financial Officer shall manage procurement requisitions for amounts
sled not w exceed R200 000,00 (two hundred and twenty thousand rand) including
Vil by calling for quotations.

the tollowing principles shall be followed to commit expenditure:

LIMITS

AUTHORIZATION

H 10 000,00

Recommended by :

Divisional head

K 30 000,00

|
ks

Approved by :

e written quotation) Checked by : Divisional Head Expenditure
Checked by : SCM Otfice
Approved by : Manager
Detween K 19 000,00 and Recommended by : Divisional head
: . Checked by : Divisional Head Expenditure
{Two written quotations) Checked by - SCM Office
Approved by : Manager
* Between R 30 000,00 Recommended by : Divisional head
and R 100 000.00 Checked by : Divisional Head Expenditure
{Three written quotations) Checked by : 5CM Office
Approved by - Manager
* Hetween R 100 001,00 Recommended by : Divisional head
and K 200 000.00 Checked by : Divisional Head Expenditure
{ Three wrillen  quotations) Checked by : Chiefl Financial Officer/ SCM office

Manager
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* Subject thereto that the quotations received must be evaluated and
adjudication by the relevant committees before it is approved by the

CFO.
c. For a quotation to be considered, it must:
i. be in writing,
ii. be signed by a person with the necessary authority to act on behalf of the

prospective supplier,

fii. if the quantity of quotations cannot be obtained as required above, a
written motivation to the head of the department or CFO must
accompany the order,

iv the quotations must be from the list of accredited prospective suppliers,

V. quotations may be obtained from suppliers that are not listed, only when
no suitable provider for the required commodity or type of service are
available from the list.

vi. the departmental manager must certify that the supplier possesses the
skills and resources to execute the bid properly.

d. Specifications of orders: Orders has to be completed in full detail of which
the following are important:

Mame and address of supplier;

The date on which the order was placed;

The expected date of delivery:

The expenditure vote number;

A certificate of the Departmental Manager to indicate that sufficient
provision has been made within the budget;

The signature of the person requesting the order ;

the person authorized to sign the order on behalf of the Departmental
Manager and the authorization signature of the officials as indicated
above;

The date on which the order was authorized;

The quotations shall be attached to the pink copy of the order.

In the case of expenditure lower than R 100 000,00 (Hundred thousand rand), the lowest
quotation substantially to specification shall be accepted, taking into account the
municipality’s preferential procurement requirements, provided the Divisional Head is
satisfied that it offers acceptable value for money for the municipality.

In the case of expenditure higher than R100 000,00 but not more than R200 000,00
{Two Hundred thousand rand), each quotation received shall be evaluated in terms of
specifications and the preference point scoring system in terms of this policy.

Bids

The Chief Financial Officer shall manage procurement requisitions for amounts
estimated to be in excess of R200 000, 00 (Two hundred thousand rand) excluding VAT
by calling for bids. The request for such bids shall be prepared by the SCM Unit, shall
prominently be displayed on all of the municipality’s notice boards, and shall
additionally be advertised in the local newspapers, or at least in one national newspaper
of repute. Notices calling for bids shall indicate the closing date and time for the
submission of bids, and such closing date shall be at least 14 (fourteen) calendar days
for bids which are less than R10.000 000, 00 and not less than 30 davs for bids above

S
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R 10,000 000, 00 after the date on which the call for bids is first displayed or advertised,
whichever date is the later. These notices shall be approved by the accounting officer
before the publication thereof.
i'or 4 bid 10 be considered it must comply with all the requirements indicated for
mder part 2.1 above, except that a bid must be placed in the relevant bid box
this purpose, the location of which shall be clearly specified in the relevant
ling for bids.

nancial Officer shall ensure that such bid boxes are sealed until the date and
tune - Lihieie official opening, and that they are properly secured at all times.

clevant notice specifies that a prospective bidder must complete certain
ducumontauon which must be obtained from the municipality, failure to complete such
stion shall render the bid invalid.

From time o time, invitations for forthcoming bids or quotations may specify initial
v prospective suppliers at briefing meetings or site inspections or may
an initial expression of interest from prospective suppliers indicating their
nd/or other credentials in respect of the provision of the required goods or
o i such instances, the municipality reserves the right to limit subsequent
witat oo for the actual bids or quotations to suppliers who have attended such
‘nspections or who have provided reasonable evidence of the expertise or
eyuired.

Fach hid received shall be evaluated in terms of the bid specifications and the preference
i system in terms of this policy. Each bidder’s track record has to be verified
at it has the ability / capacity to render the service or product as well as to be

able o render an afier-sale-service. The bid documents for each bidder have to be

checked whether -
. An original valid TAX clearance centificate issued
by SARS has been submitted (if applicable):

. A copy of proof of company registration/ Ck is
submitted and share certificate or interest is also
submitted.

. At has the ability / capacity to render the service or
product as well as to be able to render an after-
sale-service;

= All the bid documentation are completed, signed
and each page initialled at the end thereof ;

. The municipality bill for tax and rates is submitted

. The declaration of interest form has been filled and
signed

- The bidder past supply chain management

practices form is filled and signed

ANNEXURE 7
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Bids must be submitted to the municipality in a sealed envelope, clearly indicating the

purpose of the bid as well as an allocated bid number. Refer also to annexure “F" and

G for procedures to follow regarding the handling of bids and public auctions.

The Accounting Officer can negotiate the final terms, including price of a contract with

bidders identified through a bid process as a preferred bidder, provided that such

negotiation-
. does not allow any preferred bidder a second or unfair opportunity;

is not to the detriment of any other bidder, and

be minuted and kept on record.

*

*

Use of Database of Suppliers

The SCM Unit shall at least annually, by notice and advertisement as for quotations and
bids under parts 2.1 and 2.2, request prospective suppliers, either generally or for
specified ranges of goods and services, to submit their names, profile of the business and
other relevant details to the SCM Unit for inclusion in a database of suppliers. Such
details shall include an indication of the goods and services normally provided.

The SCM Unit shall then, in addition to the communication processes specified under
part 2.1 and 2.2, forward — either electronically or by facsimile — copies of any notices
of quotations and bids to the relevant suppliers. However, failure by the procurement
section 1o forward such notices or the non-receipt of such notices by any supplier shall
not invalidate the procurement process. The onus remains on the prospective suppliers to
apprise themselves of the municipality’s requirements as indicated in the prescribed
communication processes set out under parts 2.1 and 2.2, and the additional notification
by virtue of the suppliers being included in the database of suppliers shall be viewed
simply as a courtesy on the part of the municipality.

The inclusion of any supplier in the database of suppliers by no means obviates the need
for such supplier to respond in the prescribed manner to notices of the municipality’s
procurement requirements. Refer also to annexure “B” for procedures to compile a
database for suppliers.

Assistance to Prospective Suppliers.

To ensure the equitable treatment of prospective suppliers who do not have the
educational skills to complete the required documentation in response to notices calling
for bids, the Chief Financial Officer shall designate an official to provide assistance
during normal office hours to such suppliers. The availability of such assistance shall be
indicated in the relevant notices.

Guarantees and retentions

In the case of bids for the undentaking of works on behalf of the municipality and with a
value equal to or exceeding R500 000,00 (five hundred thousand rand), the successful
bidder must lodge with the Chief Financial Officer a guarantee, issued by one of the
recognized banking institutions in South Africa, for a sum equal to 20% (twenty per
cent) of the agreed or estimated bid price. Such guarantee shall be lodged within one
calendar month from the date on which the bid is awarded, and shall therealier be
managed in terms of the contract entered into between the municipality and the
successful bidder.

ITEM AL5/2011]¢]
ANNEXURE *
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In the case of bids where a performance guarantee as envisaged above is not required,
the Chief Financial Officer shall withhold payment of an amount equal to 10% (ten per
cent) of the value of the actual goods or service supplied by the appointed contractor

mil the Chief Financial Officer is satisfied that the contract has been satisfactorily

exccuted.

.05 1o be applied shall be formulated and supplied by the PMU officer.

| I “TED FIGURES FOR PENALTIES

( ATHGORY VALUE PENALTIES PER DAY
ojects. R30 000 - 200000 0,02 % s i "
jects | rR200 00 - 500 001 0.04%
Projects R500 001 -2M 0,06% - R

aige Voogeets | Above 2M 0,1%

Lpproving payments

it advises must in all instances be approved for payment by the Chief Financial
of the delegated employee. }

hegoes will be issued after the payment advises have been approved for payment by
the ¢ “hief Financial Officer or the delegated employee as mentioned above. i

must in all instances be authorised by two employees with cheque signing
 "heques to be signed by the following parties:

ounting Officer shall always have signing powers on this level. The
- nancial Officer however, shall have delegated powers, and in the
absence of the Chief Financial Officer, any other official, delegated in writing by
the Accounting Officer, to be the employees responsible for the authorisation of
irl L1 I..I_tlﬂ:ﬁ.

Payments will only be done on originals of external substantiating documentation.
Substantiating documentation should, as far possible, consist of the following:

Authorised payment advice,

Supplier monthly statement,

Certified original invoice,

Goods received note in respect of. store purchases,

Second copy of the order issued,

Original approved purchase requisition,

Original quotations according to the Municipality’s Supply Chain Management
policy.

Invoices must in all instances be certified for payment and as proof that goods or
services were received by the relevant heads of department or the delegated employees
that requested the goods or service.

VI purchases and other expenses must be recorded in the Council’s financial system on
a imeous basis. Refer also to annexure “C” for procedures to prepare payments for

crodhiors
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Transactions are recorded accurately and only valid transactions are recorded.

Amounts recorded in the Council’s financial system agree to original substantiating
documentation.

Expenses and liabilities are recorded in the Council’s financial system within the correct
tinancial periods.

Trade creditors and expenses are disclosed according to accepted financial standards and
any other regulations governing the Local Government.

PART 3 =
MANAGEMENT FOR THE SALE OF GOODS AND ASSETS

In seeking to lease or cell fixed assets, the Accounting Officer shall adhere to the requirements

of the municipality’s policy on the management of and accounting for fixed assets, including
the legal prescription annexed to that policy.

When the municipality seeking to dispose of redundant store- items or other items other than
fixed assets, the Chief Financial Officer shall determine in each instance having regard to the
nature and estimated resale value of the assets whether it is more advantageous for the
municipality to dispose of the assets in question by means of the invitation of bids or by public
auction. Notification of such intended sales shall follow the communication process prescribed
for bids in part 2.2 above, with the various notices and advertisements stating the date and time
on which bids will close for acceptance or the date, time and venue of the auction, as the case
may be_ as well as the date(s) and venue(s) where prospective bidders may view the assets.

If an official submits that the equipment is obsolete his Manager, must obtain an independent
opinion of a suitably gualified technical person to the effect that of equipment is indeed
obsolete.

All bids for the sale of fixed assets shall be adjudicated and approved by the bid adjudication
committee under chairpersonship of the Accounting Officer. The highest bid substantially to
specification shall be accepted, except if the adjudicating authority believes that no bid is
satisfactory in terms of value for money offered.

PART 4
COMMITTEE SYSTEM FOR BIDS
4.1 Bid Specification Committee:

Responsibilities: Must compile the specifications as well as the layout of the
advertisement for the procurement of goods or services and to be
approved prior to publication by the Accounting Officer;

Must compile a financial report on the availability of funds

Members: [ivisional Head of relevant department (chairperson)
Official from the SCM unit
* PMU Unit
. Official or person co-opted by the Accounting Officer

ITEM A4:92011[¢
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Bid Evaluation Committee:

Responsibilities:

Members:

Must evaluate bids according to the specifications and the
preference point system in terms of this policy;
Must verify each bidder’s track record;

Check in respect of each bidder, whether

. An original valid TAX clearance certificate issued
by SARS has been submitied (if applicable);

- A copy of proof of company registration/ Ck is
submitted and share certificate or interest is also -
submitted.

. At has the ability / capacity to render the service or
product as well as to be able to render an after-
sale-service;

. All the bid documentation are completed, signed
and each page initialled at the end thereof ;

- The municipality bill for tax and rates is submitted

. The declaration of interest form has been filled and
signed

. The bidder past supply chain management

practices form is filled and signed

Submit a report to the Adjudication Committee with the findings
regarding the bids received.

Chairperson: Recommended by CFO for appointed by
Accounting Officer.

Official from the SCM unit

PMU Unit;

Divisional Head of relevant division:

An external specialist (when/if appropriate; in an advisory
capacity).

ANNEXURE -
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4.3 Bid Adjudication Committee:
Responsibilities: Must consider the report on the findings of the Bid Evaluation
Committee; .
Make a recommendation to Accounting Officer regarding the :
awarding of the bid;

Report to Council for information on the awarding and
implementation of the bids.

Members: CFO (Chairperson)
Official from the SCM unit (Secretariat)
All heads of Departments { Managers);
An external specialist (when appropriate- and in an advisory ~ T
capacity);
44 A member of a committee must at least two days in advance inform the Accounting

Officer if he / she cannot attend one of the committee meetings.

4.5 The sitting for the adjudication committee is set for every Friday at 08h00, and a venue
shall be determined by the SCM Unit from time to time.

4.6 The sittings of the committee shall be set as per item 4.5 above and no further notice shall
be issued.

PART 5
POINT SCORING S5YSTEM

Preference point system for the procurement of goods and services

5. The 90/10 or 80/20 points system shall be applied in the evaluation and adjudication of
the bid.

PART 6

UNSOLICITED BIDS AND DISPENSING WITH THE OFFICIAL PROCUREMENT
PROCESSES

The Accounting Officer shall not consider unsolicited bids. The Accounting Officer is however
allowed to dispense with the official procurement processes established by this policy, only in
the following circumstances:

in an emergency;
if such goods or services are produced or available from a single supplier only; where

the circumstances are such that it is impractical or impossible to solicit quotations or
bid.

An emergency shall be considered as an unforeseeable and sudden event, with materially

harmful or potentially materially harmful consequences for the municipality, and which requires
urgent action to address.

In cases where the accounting officer determines that an emergency has arisen, he may also
direct that the periods for adventising bids, as stipulated in part 2.2 above. be cunailed to the
extent that he / she deems appropriate.



