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OVERSTRAND MUNICIPALITY - SPECIAL RATING AREA POLICY

1. DEFINITIONS

In this Policy words or expressions shall bear the meaning assigned to them and, unless the context

otherwise indicates —

"additional rate"

“applicant"

"business plan"

lIBy-Iawll

"CFO n

"Companies Act"

"Council"

“majority”

“management body"

“non-profit company”

“Policy"

"Property Rates Act"

“rateable property"

“special rating area”
or "SRA"

“steering committee”

“term budget"

means an additional rate contemplated in sections 19(1) (d) and
22(1) (b) of the Property Rates Act and in section 12(2) of the By-
law;

means any owner who makes an application for the determination
of a special rating area in accordance with Chapter 1 of the By-law,
or if a management body is established in terms of section 10
thereof, any reference to "the Applicant" means the management
body;

means a motivation report, implementation plan and term budget
as contemplated in section 10 of the By- law;

means the Overstrand
Area By — law;

Municipality: Special Rating

means the Chief Financial Officer,;

means the Companies Act, 2008 (Act No.
amended or replaced;

71 of 2008), as

means the Council of the Overstrand Municipality

means the majority of property owners
in paragraphs 5.5 and 5.6 of the Policy;

as contemplated

means the management body of a special rating area to be
established in accordance with the provisions of section 11 of the By-
law; "owner” has the meaning assigned to it in section 1 of
the Property Rates Act;

defined as a non-profit company with members as prescribed in
schedule 1, subsection 4(2) of the Amended Companies Act;

means the Policy for the determination of special rating areas, or
any other policy adopted by the Council in relation to special rating
areas, as in force from time to time;

means the Local Government: Municipal Property Rates Act,
2004 (Act No. 6 of 2004);

has the meaning assigned to it in section 1 of the Property
Rates Act;

means a special rating area approved by the Council in accordance
with the provisions of section 22 of the Property Rates Act;

means the steering committee of a special rating area to be
established in accordance with the provisions of paragraph 9.1.1 of

the Policy;

means the budget of the management body contemplated
in section 6 of the By-law.
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2.1

2.2

2.3

2.4

3.1

3.2

3.3

5.1

5.2

5.2.1

5.2.2

5.2.3

524

INTRODUCTION
This Policy for the establishment of special rating areas must be read together with the
Property Rates Act and the By-Law.

All words and phrases defined in the Property Rates Act and the By-law have the same
meaning in this Policy.

In the event of any conflict between the provisions of the By-law and the provisions of this
Policy, the By-law prevails.

The Policy should at all times be read together with the Rates Policy of Overstrand
Municipality.

AIM OF THE POLICY

This Policy aims to —

set out Council's position on special rating areas and the factors that will influence Council's
decision whether or not to determine a particular special rating area;

provide guidance to members of the local community and to decision- makers within the
Overstrand Municipality in relation to the establishment of special rating areas;

strike an appropriate balance between facilitating self-funded community initiatives
that aim to improve and/or upgrade neighborhoods by making use of a non-profit company
("NPC") structure as contemplated in the Companies Act, which is referred to in the By-law as
“the management body"; and ensure commitment to good, fair and transparent governance
by the management body as defined in the By-law, by implementing a transparent process
when appointing service providers to improve and/or upgrade the special rating area in the

public areas and ensuring that these improved and/or upgraded services are not provided for
private properties.

EXCLUSION

This Policy does not apply to privately-owned property developments.

POLICY STATEMENT

The special rating area model is based on international best practice. It is aimed at
preventing the degeneration of towns and the consequential urban decay, and facilitating their
upliftment, economic growth and sustainable development.

The purposes of a special rating area is to —

enhance and supplement the municipal services provided by the Overstrand Municipality;

facilitate investment in the special rating area;

facilitate a co-operative approach between the Municipality and the private sector in the
provision of municipal services;

halt the degeneration and facilitate the upliftment of distressed business and mixed-use
areas; and
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5.2.5

5.3

5.4

6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

6.10

6.11

6.12

promote economic growth and sustainable development and in this way assist the
Council in the fulfilment of its objects and developmental duties as set out in its
Integrated Development Plan ("IDP").

The Overstrand Municpality recognises special rating areas as a potential tool for assisting
it to fulfill its constitutional and statutory obligations to allow property owners within a
geographical area to improve and upgrade their area by means of a property rate in addition
to the standard property rate.

The Overstrand Municipality does not see its role as advocating or initiating the
establishment of special rating areas, but rather facilitating the process with guidance and
advice and assisting and helping to capacitate management bodies

FACTORS CONSIDERED WHEN DETERMINING A SPECIAL RATING AREA

The Council will consider determining a special rating area where the requirements of
section 22 of the Property Rates Act are complied with, including that-

the purpose of the special rating area is to allow an additional rate to be levied on property in
the defined area to raise funds for improving or upgrading the area;

the special rating area will not be used to reinforce existing inequities in the development of
the Overstrand’s area of jurisdiction;

the determination of the special rating area is consistent with the IDP;

residential special rating areas mean an area in which more than 40% (forty percent) of the
rates base value consists of Residential Property as defined in the Municipalities Rates
Policy;

any residential special rating area must comply fully with the provisions of the By-law, save
that, with reference to the majority support, the applicant must provide written proof to the
Council that owners of rateable property within the boundary of the special rating area
who own not fewer than 60% (sixty percent) in number of such properties, approve the
formation of the special rating area;

any non-residential special rating area must comply fully with the provisions of the By-
law, save that, with reference to the majority support, the applicant must provide written proof
to the Council that owners of rateable property within the boundary of the special rating area
who own not fewer than 50% (fifty percent) plus 1 in number of such properties, approve
the formation of the special rating area;

the procedural requirements of section 22 of the Property Rates Act as well as the By-law
and the Policy, are complied with, including the community consultation requirement, as
determined by the CFO;

the proposed improvement or upgrade has been clearly and fully defined;

the proposed improvement or upgrade can be clearly and logically linked to a
geographical area, the boundaries of which can be clearly determined;

there is evidence that it will be financially viable to use a special rating area to raise funds
for the proposed improvement or upgrade;

Overstrand is satisfied with the institutional arrangements proposed in respect of the
special rating area; and

ultimately, the decision whether or not to determine a special rating area rests with the
Council in its sole discretion.
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7.1

7.2

7.3

8.1

8.2

8.3

8.4

8.5

8.6

8.7

9.1

APPLICABILITY OF THE OVERSTRAND MUNICIPALITIES RATES POLICY AND
OTHER POLICIES

The Overstrand Municipalities rates policy applies with the necessary changes to this
Policy. In particular, and without limiting the generality of the aforegoing, the exemptions,
rebates and reductions set out in the Rates Policy apply with the necessary changes in
relation to the levying of an additional rate for special rating area purposes.

Notwithstanding the provisions of paragraph 6.1 above, when the Municipality grants a
partial rebate as set out in the Rates Policy, the relevant property owner will be granted a full
(100%) rebate in relation to the additional rate.

Other policies approved by the Council apply with the necessary changes to the

collection of additional rates in terms of the Policy, the By-Law and section 22 of the Property

Rates Act, including, but not limited to, the Overstrand Municipality Credit Control and Debt
Collection Policy.

PROCESS

This Policy sets out —

the institutional arrangements for special rating areas (paragraph 8);

the establishment principles (paragraph 9);

the information to be included in the business plan which needs to be submitted to the
Overstrand Municipality in order to motivate a request for determination of a special rating
area (paragraph 10); and

the annual requirements for Special Rating Areas (paragraph 11);

the amendment and/or extension of term for special rating area (paragraph 12 and
13);

the dissolution requirements which must be followed (paragraph 14);

the financial arrangements (paragraph 15).

INSTITUTIONAL ARRANGEMENTS

Section 22 of the Property Rates Act is not prescriptive as to the structural arrangements
which need to be put in place to administer a special rating area. The structural
arrangement that will be supported by the Overstrand Municipality is the following:

Administration by a NPC

The ratepayers within the special rating area must establish and participate in an
appropriate structure to carry out planning, contracting, financial control and administrative
functions within the special rating area, in order to manage and implement the services and
upgrades.

This structural arrangement does not entail ratepayers setting the additional rate, which under
law can only be done by the Council.
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9.1.3

9.15

9.2

9.21

9.2.2

9.2.3

9.2.4

9.25

9.2.6

9.2.7

Councilors who are actively involved in pursuing and promoting the establishment of a
special rating area must recuse themselves when Council considers the application for
establishment of a special rating area.

Amongst other reasons, because funds collected by government are placed in the hands of
the private sector through this structural arrangement, the requirements set out in this Policy
must be met.

The functions of the structure would include:
(a) determining the funding required each year (paragraph 15.2);
(b) appointing contractors to effect the improvement/s or upgrade/s and

(c) receiving the additional rate collected by the Overstrand Municipality and expending
the funds in accordance with the approved business plan.

Structural requirements:

Before Overstrand Municipality will consider allowing ratepayers in a special rating area to
carry out administrative and other functions in relation to the area, the Steering Committee
must establish a non-profit company ("NPC") in terms of the Companies Act for that purpose.

The inaugural memorandum of incorporation ("MOI") of the NPC must be aligned with
the prescribed format determined by the CFO; and any amendments thereto must be
approved by the CFO;

The NPC must be managed under the Companies Act, and also comply with any other
legislation as a result of the financial connection to Council;

The NPC must have at least 3 (three) directors, each with specific portfolio(s) aligned with
the business plan;

the Executive Mayor will appoint councilor(s} as director(s) and alternate director(s) to the
board of the management body in accordance with sections 11(4) and 11(5) of the By-law.
The director(s) appointed by the Executive Mayor will not have the powers and duties of
directors as set out in the Companies Act and the management body's MOI;

the NPC must give a written notice to all the affected property owners within the special
rating area of the intention to hold a members meeting within six months of the establishment
of the NPC and thereafter an annual general meeting ("AGM") (paragraph 11.2)
on the date stated in the notice by advertising in one English and one Afrikaans daily
newspaper and must also give notice in a community (local) newspaper to accommodate
other official languages where applicable; and

The purpose of the meetings referred to in paragraph 8.2.6 will be to, amongst other items
on the agenda,:

(a) appoint directors, other than the director(s) appointed interms of paragraph 8.2.5;
(b) amend the NPC's MOI if required and with prior written consent of the CFQO; and

(c) approve the following year's budget and implementation plan (paragraph 15.2).
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ESTABLISHMENT PRINCIPLES OF A SPECIAL RATING AREA

The process for establishing special rating areas as set out in Chapter 1 of the By-law, must
be followed.

Initiation Phase

The applicant must form a steering committee that is representative of property
owners within the proposed special rating area.

The Steering Committee must keep a comprehensive portfolio of evidence of the
establishment process.

The Steering Committee must meet with the CFO before commencing with the
establishment process to ensure that the special rating area is the appropriate vehicle.

All documents relating to the establishment process must be approved by the CFO
before circulating them to the public.

After the Steering Committee confirms in writing that it will engage in the pursuit of
establishing a special rating area it must supply the Overstrand Municipality with a map
depicting the boundaries of the special rating area.

The Overstrand Municipality will extract a property database which the Steering
Committee, with the assistance of the Municipality, must verify as correct. Any anomalies
must be reported to the Municipality for remedial action.

All properties except municipal properties predominantly used for municipal purposes or
properties exempted from paying property rates or receiving partial rates relief (paragraph
6.1) will form part of the property database of the proposed special rating area.

After the Overstrand Municipality has prepared a total arrears profile of the area and is
satisfied with the outcome thereof the Steering Committee may proceed with the
establishment process.

The Steering Committee will be required to conduct an urban management survey (only one
survey per property owner) of not less than 20% of properties in the database (proportional
split in terms of the usage code is required). In addition a random sample of people within the
area, which is equal in number to not less than 5% of the properties in the database, is also
required. Where a reduction in the number of survey forms is required it may be motivated for
consideration by the CFO.

The Steering Committee must consult with the respective Overstrand Municipality
Directorate(s) regarding the current service(s) provided and the levels thereof as well
as the SRA anticipated service(s) and level thereof.

The Steering Committee must compile a business plan in accordance with
the provisions of paragraph 10 of this Policy.

First Public Meeting
The public meeting must be conducted in accordance with section 5 of the By-law.
Obtaining Support

Support may only be obtained after the public meeting and on the consent form provided by
the Overstrand Municipality.

All support forms must be filed and cross-referenced to the property database in
terms of paragraph 9.1.6 of the Policy to verify the accuracy thereof.
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Any property owner that wants to object to the establishment of a special rating area or to
the provisions of the business plan can do so by indicating it on the consent form. The
objector will be required to submit an objection letter once an application for the
establishment of a special rating area is submitted to Council.

Application

An application must be submitted in terms of paragraph 10 of this Policy.

The application must be advertised in terms of paragraph 8.2.6 and also set a date for a
second public meeting to occur not more than twenty days or less than seven days before the
objection period closes.

Prior to submitting an application the Steering Committee will be required to set up a
website that displays the following:

application letter;

business plan;

urban management perception report;

public meeting presentations and minutes;

By-law;

Policy;

SRA frequently asked questions;

notices; and

blank consent / objection form.

The special rating area application must be submitted by 30 September of the financial
year preceding the establishment of the special rating area. The CFO may extend this date
if a properly motivated request is received. This will depend on Council's ability to

accommodate the late application within the budget process.

Objections

Consents and objections will be considered only if they are submitted to Council by
the last day specified in the application notice.

Property owners objecting to the establishment of a special rating area in terms of
paragraph 9.3.3 must do so in writing and include a motivation for their objection.

The Steering Committee must engage with all the objectors and provide them and Council
with minutes of these meetings. The objector/s will be allowed to respond to the minutes.

Any property owner who wants to make oral representations for submission to Council in
terms of section 7(4) of the By-law will be assisted by an official to document this for inclusion
in the report to be considered by Council.

Inaugural Phase

The process and appointment of all service providers must be communicated to the property
owners on the NPC's website and in newsletters.
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10.6.2 The application form to become a member of the NPC must also be available on the
website.

10.6.3 Any special rating area that is approved more than nine months prior to the effective date

may:

10.6.3.1

10.6.3.2

delay the implementation of the special rating area and commence with year

two of the business plan. This will imply that the term is effectively reduced by
one year; or

implement the original business plan.

11 BUSINESS PLAN CONTENT

The business plan comprises of the following:

a motivation report;
an implementation plan; and

a term budget.

11.1  Motivation report

The motivation report must contain the following:

11.1.1 Introduction:

11.1.14

11.1.1.2

11.1.1.3

11.1.1.4

11.1.1.5

11.1.2 Vision;
11.1.3 Mission;

11.1.4 Goal;

an executive summary of the improvement or upgrade proposed for the
special rating area as set out in the business plan;

an explanation of how the proposed improvement or upgrade is linked to the
geographical area of the proposed special rating area;

an explanation of why the proposed special rating area will not reinforce existing
inequities in the development of the Overstrand Municipality;

an explanation of how the special rating area, if determined, will be consistent with
the Overstrand Municipalities IDP as per the Service Departments’ business plans;

an explanation of the institutional arrangements proposed in relation to the special
rating area;

11.1.5 A diagram clearly indicating the boundaries of the proposed special rating area;

11.1.6 Proposed management structure:

composition of special rating area board including allocation of portfolios; and

operational arrangements;

Page 10 of 14
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11.1.7 Services:

11.1.7.1 Service providers to be appointed as contemplated in paragraphs 2.1.4 and 9.6.1.

11.1.8 Financial Impact:

- provide details regarding the calculation of the additional rate;
- provide details of criteria to qualify for exemption from paying the additional rate as
per paragraph 9.1.7;

11.1.9 A list of all rateable properties within the proposed special rating area, contact details
of all property owners and the value of each property as set out in the Council's
general valuation roll. Differentiation between categories of properties, as provided for
in section 8 of the Property Rates Act, must be considered;

11.1.10 Proof of the consent of the majority of the members of the local community in the
proposed special rating area who will be liable for paying the additional rate;

11.1.11 Proof of the notice of the public meeting or meetings contemplated in the By-law;

11.1.12 Minutes of the public meeting or meetings; and

11.1.13 Compilation date.

11.2  Implementation plan
The implementation plan is a schedule of goals to implement improvements or upgrades as
per the motivation report and must at least address the following:

11.2.1 Milestones;

11.2.2 Tasks per milestone;

11.2.3 Start and finish date per task;

11.2.4 Assign responsibility per goal, milestone & task; and

11.2.5 Performance indicators per milestone.

11.3  Term budget

11.3.1 The budget for the proposed improvements or upgrades must at least address the following:

11.3.1.1 an annual budget per line item commencing on 1 July of the first year and ending on
30 June of the last year of the term; and

11.3.1.2 a budget split for the provision of improvements or upgrades between the different
categories of properties.

11.3.2 subject to the provisions of the Property Rates Act, the additional rate in any category of
property must not exceed 25% of the municipal property rate. Any deviation must be fully
motivated to Council for consideration.

12. ANNUAL REQUIREMENTS

12.1  The NPC must confirm the property data base which the Steering Committee must verify as

correct or report anomalies to the Overstrand Municipalty for remedial action.
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The NPC must hold its AGM before 31 December as per the MOI requirements.

Within two months of the end of each financial year the NPC must provide the CFO
with its Audited Financial Statements for the immediately preceding year.

Within three months after the AGM the NPC must provide Council with its audited
Financial Statements for the immediately preceding year and an Annual Report on its
progress in carrying out the provisions of the Business Plan in the preceding year to
improve and upgrade the Special Rating Area.

The NPC must submit an annual budget and implementation plan for comment by the
CFO before approval at the AGM (paragraph 15.2), and ensure that -

the quantum of financial reserves is not less than two months of revenue received
from the Overstrand Municipality in terms of the approved budget per SRA except
if these funds have been duly allocated to a project;

the implementation plan is aligned with the proposed budget.

The submission of the annual budget and implementation plan as referred to in

paragraph 11.5 will be subject to approval by Council during the municipalities annual budget
process.

The NPC must by 31 January each year provide the CFO with a mid- year performance
scorecard based on the activities set out in the implementation plan.

The NPC will within one month after the AGM provide the CFO with draft minutes of the

AGM to ensure compliance with the legal requirements.

AMENDMENT TO THE BUSINESS PLAN

In the event that a NPC seeks to amend the boundaries of the SRA and/or the business

plan content then the procedures set out in section 14 of the By-law must be followed and

submitted by 30 September.

The following factors, although not limited to, must be addressed in the motivation:

- explanation of impact on costs, budget and implementation plan expectations;

- cross subsidisation by existing members;

- fairness and equity;

- affordability and sustainability of the existing SRA,;

- intention of the legislation prescribing that all property owners; must be allowed
to participate in the formation of a SRA;

- priorities of the new area may differ from the existing SRA priorities; and

- arrears profile

The boundary changes must not affect the vested rights of existing property owners as
per the Business Plan.

Boundary changes are subject to the following criteria:
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Obtaining by special resolution the support from existing NPC members at a members
meeting before expansion is pursued;

Determining the profile of the new total SRA as it could change from non-residential to
residential and vice versa;

Obtaining the required majority support from the property owners in the new area only,
based on the determination referred to in paragraph 12.4.2.

Property owners in the new area must follow the establishment process as per Chapter 1 of
the By-law.

EXTENSION OF THE SRA TERM

In the event that a NPC seeks to extend the term of the special rating area for a further period
then the procedures set out in section 15 of the By-law must be followed.

DISSOLUTION

The special rating area may be dissolved by resolution of the Council in terms of section 16
of the By-law. Thereafter the management body may be wound up in terms of the
provisions of section 16 of the By-law and the NPC's MOI.

FINANCIAL CONTROL

As stated in the By-law, the amount of any additional rate levied in a special rating area
is determined by Council. The additional rate is imposed by the Council, is a debt owing to
the Overstrand Municipality and is payable and collected in the same manner as other
property rates imposed by the Council.

The NPC must submit an annual budget as approved at an AGM or Special General
Meeting ("SGM") to the Overstrand Municipality by 31 January, with appropriate motivation
including an implementation plan for the next financial year, and the Council will consider the
recommendation during its budgeting process.

Before the Overstrand Municipality will pay over any additional rate collected to the NPC,
the NPC and the Overstrand Municipality must have concluded a written finance agreement
regulating, amongst other things:

the mechanisms and manner of payment;

how the additional rate is to be held by the NPC;

any parameters relating to expenditure; and

any obligations on the NPC to take out and maintain appropriate insurance.

The CFO may request a forensic audit should he deem it necessary.

The CFO may request a special board meeting.

COMMENCEMENT AND IMPLEMENTATION

Implementation of this Policy commences on 1 July 2016.

Page 13 of 14
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17.2  Where the Overstrand Municipality is legally empowered to do so, requirements set out in

this Policy may be imposed as conditions attached to the determination of a special rating
area.

17.3  This Policy and its implementation must be reviewed annually.

18 COSTS

Unless otherwise agreed by the Municipal Manager or his/her nominee, the Overstrand
Municipality shall not be liable for any costs incurred by ratepayers within the relevant

proposed special rating area in respect of the implementation of the steps set out in this Policy
and in the By-law.

19 SHORT TITLE

This policy will be referred to as the Special Rating Area Policy of the Overstrand

Municipality.
POLICY SECTION: SENIOR MANAGER: REVENUE
CURRENT UPDATE: 25 MAY 2016
APPROVAL BY COUNCIL: 25 MAY 2016
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OVERSTRAND MUNICIPALITY — ASSET MANAGEMENT POLICY

1. OBJECTIVE

1.1.

1.2

To ensure the effective and efficient control of the municipality’s assets through:

1.1.1 proper recording of assets from authorisation to acquisition and to
subsequent disposal;

1.1.2 providing for safeguarding procedures;
1.1.3 setting proper guidelines as to authorised utilisation; and
1.1.4 prescribing for proper maintenance.

To assist officials in understanding their legal and managerial responsibilities with
regard to assets.

2. BACKGROUND

2.1

2.2.

2.3.

2.4,

2.5.

2.6.

The proper utilization and management of its assets is one of the prime
mechanisms by which a municipality can fuffill the constitutional objects for:

2.1.1 Delivery of sustainable services;

2.1.2 Promotion of Social and economic development;
2.1.3 Promoting a safe and healthy environment and,
2.1.4 Providing for the basic needs to the community.

The municipality has a legal and moral obligation to ensure it implements policies
to provide for the effective and efficient usage of its assets over the useful life
thereof.

The asset management policy deals with the municipal rules required to ensure the
enforcement of appropriate stewardship of assets.

Stewardship has three components being the:

2.4.1. Management, utilization and control by municipal officials;

2.4.2. Financial administration by the Director: Finance, and

2.4.3. Physical administration by the Manager: Expenditure & Asset Management.

Statutory provisions exist to protect public property against arbitrary and
inappropriate management or disposal by a municipality.

Accounting standards are set to ensure the appropriate financial treatment for

property, plant or equipment. The requirements of these accounting standards
include:

2.6.1. The compilation of asset registers recording all assets controlled by the
municipality;

2.6.2. Accounting treatment for the acquisition, disposal, recording and
depreciation of property, plant or equipment, and

2.6.3. The standards to which these financial records must be maintained.
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3. DEFINITIONS

was established by the Public Finance Management Act to set

“Accounting standards of Generally Recognized Accounting Practice
Standards Board” (GRAP) as required by the Constitution of the Republic of
South Africa.

is the systematic allocation of the depreciable amount of an

Amortization intangible asset over its useful life.

are resources controlled by the municipality as the result of
past events and from which future economic benefits or future
“Assets” service potential are expected to flow to the municipality and
for the purpose of this policy refers to property, plant and
equipment but excludes Investment Properties.

are the asset categories as per the Overstrand Asset

'‘Asset categories Register.
means the amount or level of any municipal service that is
necessary to ensure an acceptable and reasonable quality of
“Basic Municipal life and which, if not provided, would endanger public health or
Services” safety of the environment and for this Policy includes, but is

not restricted to electricity, refuse collection, sanitation, local
roads, storm water drainage, fire services and water services.

is the recognition of expenditure as an Asset in the Financial

Capitalization Asset Register.

is the amount at which an asset is included in the Statement
“Carrying amount” of Financial Position after deducting any accumulated
depreciation and accumulated impairment thereon.

are items of assets that are not significant enough for financial
“Control items” recognition but are valuable enough to warrant special safe-
guarding.

is the amount of cash or cash equivalents paid or the fair
“Cost” value of the other consideration given or received to acquire
an asset at the time of its acquisition or construction.

is all the costs incurred in bringing an asset item to the

Cost of acquisition required condition and location for its intended use.

is the systematic allocation of the depreciable amount of an

“Depreciation” . g
P asset over its useful life.

is the cost of an asset, or other amount substituted for cost in

Depreciable amount the financial statements, less its residual value.

is the “head of each Directorate” that has the functional
accountability for and control of the physical management of a
“Director” particular set of assets in order to achieve the municipality’s
strategic objectives relevant to that directorate. The execution
of this responsibility will require the relevant asset manager to
control the acquisition, utilization, management and disposal
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of this set of assets to optimize the achievement of these
objectives.

in relation to a capital asset, includes:

(a) the demolition, dismantling or destruction of the capital
asset; or

“Disposal”

(b) any other process applied to a capital asset which results
in loss of ownership of the capital asset otherwise than
by way of transfer of ownership.

“Fair value” is the amount for which an asset could be exchanged between

knowledgeable willing parties in an arm’s length transaction.

“Finance Lease”

is a lease that transfers substantially all the risks and rewards
incidental to ownership of an asset. Title may or may not
eventually be transferred.

“Financial asset
register”

is the control register recording the financial and other key
details for all municipal assets recognized in accordance with
this policy.

“Fixed Asset”

(also referred to as a “non-current asset’) is an asset with an
expected useful life greater than 12 months and includes
moveable and immovable assets.

“Grantor”

is the entity that grants the right to use the service concession
asset to the operator.

“Heritage Assets”

are assets defined as culturally, environmental, historical,
natural, scientific, technological or artistic significant and are
held indefinitely for te benefit of present and future
generations... Examples are works of art, historical buildings
and statues.

“Immovable Assets”

are fixed structures such as buildings and roads. A plant that
is built-in to the fixed structures and is an essential part of the
functional performance of the primary asset is considered an
immovable asset (though it may be temporarily removed for
repair).

“Impairment loss” of a
cash-generating asset

is the amount by which the carrying amount of an asset
exceeds its recoverable amount.

“Impairment loss” of a
non-cash-generating
asset

is the amount by which the carrying amount of an asset
exceeds its recoverable service amount.

“Infrastructure assets”

are defined as any assets that are part of a network of similar
assets. Examples are roads, water reticulation schemes,
sewerage purification and trunk mains.

“Intangible assets”

are defined as identifiable non-monetary assets without
physical substance.

“Investment

are defined as properties that are acquired for economic and
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properties” capital gains.

P . ., |involves the delivery of a public service by an operator on
Mandated Function behalf of a grantor that falls within the grantor’s mandate.

are the stock of equipment owned or leased by the
“Movable Assets” municipality such as office equipment and furniture, motor
vehicles and mobile plant.

is the entity that uses the service concession asset to provide a

operator mandated function subject to the grantor's control of the asset.

in terms of this policy, means —

(a) a national department or national public entity;
“Organ of State” (b) a prOV{n.CIa/.departmeﬁt' or proY/nCIal public entity;
(c) a municipality or municipal entity; or

(d) any other organ of state within the meaning assigned to
"organ of state" in section 239 of the Constitution.

are defined as assets utilized in normal operations. Examples

Other assets are plant and equipment, motor vehicles and furniture.
“Prescribe” means as prescribed by the Minister of Finance by regulation.
Means tangible assets that:
(a) are held by a municipality for use in the production or
“Property, plant or supply of goods or services, for rental to others, or for
equipment” (PPE) administrative purposes, and

(b) are expected to have a useful life extending for more
than one financial year.

is the amount that the municipality expects to recover from the

“Recoverable amount” . o ; .
future use of an asset, including its residual value on disposal.

is the net amount that the municipality expects to obtain for an
“Residual value” asset at the end of its useful life after deducting the expected
costs of disposal.

is a contractual arrangement between a grantor and an
operator in which:

(a) the operator uses the service concession asset to provide
a mandated function on behalf of the grantor for a
specified period of time; and

(b) the operator is compensated for its services over the
period of the service concession arrangement.

“service concession
arrangement”

is an asset used to provide a mandated function in a service
concession arrangement that:

a) is provided by the operator which:

i. the operator constructs, develops, or acquires from a
third party; or

ii. is an existing asset of the operator; or
b) is provided by the grantor which:

“service concession
asset”
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i. is an existing asset of the grantor; or
ii. is an upgrade to an existing asset of the grantor.

is either:

(a) the estimated period of time over which the future
economic benefits or future service potential embodied in

“Useful life” an asset are expected to be consumed by the
municipality, or

(b) the estimated total service potential expressed in terms
of production or similar units that is expected to be
obtained from the asset by the municipality.

4. STATUTORY AND REGULATORY FRAMEWORK
4.1.  This policy must comply with all relevant legislative requirements including:
4.1.1 The Constitution of the Republic of South Africa, 1996
4.1.2 Municipal Structures Act, 1998
41.3 Municipal Systems Act, 2000
4.1.4 Division of Revenue Act (enacted annually)
4.1.5 Municipal Finance Management Act No 56 of 2003
4.1.6 Local Government: Municipal Asset Transfer Regulations, 2008

4.2. Also, this policy must comply with the standards specified by the Accounting
Standards Board. The relevant currently recognized accounting standards include:

421 GRAPS5 Borrowing Costs

42.2 GRAP 11 Construction Contracts

423 GRAP 12 Inventories

424 GRAP 13 Leases

425 GRAP 16 Investment property

426 GRAP 17 Property, Plant and Equipment

4.2.3 GRAP 21 Impairment of Non Cash Generating Assets
424 GRAP 26 Impairment of Cash Generating Assets
425 GRAP 31 Intangible Assets (Previously GRAP 102)
426 GRAP 32 Service Concession Arrangements: Grantor
427 GRAP 100 Discontinued Operations

428 GRAP 103 Heritage Assets

4.3. This policy does not overrule the requirement to comply with other policies such as

Supply Chain Management policy, Budget policies or the Administration of
Immovable Assets policy.
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5. RESPONSIBILITIES AND ACCOUNTABILITIES

5.1.

5.2.

5.3.

5.4.

The Municipal Manager is responsible for the management of the assets of the
municipality, including the safeguarding and the maintenance of those assets.

The Municipal Manager must take all reasonable steps to ensure that:

5.2.1

522
523

524

the municipality has and maintains a management, accounting and
information system that accounts for the assets of the municipality;

the municipality’s assets are valued in accordance with standards of GRAP;

the municipality has and maintains a system of internal control of assets,
including an asset register, and

the Directors comply with this policy.

The Director: Finance is responsible to the Municipal Manager to ensure that the
financial investment in the municipality’s assets is properly recorded.

5.3.1.

5.3.2.

The Director: Finance must take all reasonable steps to ensure that:

a) appropriate systems of financial management and internal controls
are established and carried out diligently;

b) the financial and other resources of the municipality are utilized
effectively, efficiently, economically and transparently;

¢) any unauthorized, irregular or fruitless or wasteful expenditure, and
losses resulting from criminal or negligent conduct, are prevented;

d) the systems, processes and registers required to substantiate the
financial values of the municipality's assets are maintained to
standards sufficient to satisfy the requirements of all statutes;

e) financial processes are established and maintained to ensure the
municipality’s financial resources are optimally utilized through
appropriate asset plans, budgeting, purchasing, maintenance and
disposal decisions;

f) the Municipal Manager is appropriately advised on the exercise of
powers and duties pertaining to the financial administration of assets,
and

g) the Directors are appropriately advised on the exercise of their powers
and duties pertaining to the financial administration of assets.

The Director: Finance may delegate or otherwise assign responsibility for
performing these functions but will remain accountable for ensuring these
activities are performed.

The Directors must take all reasonable steps to ensure that:

5.41

5.4.2

appropriate systems of physical management and controls are established
and carried out for assets in their areas of responsibility;

the municipal resources assigned to them are utilized effectively, efficiently,
economically and transparently;
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a2

5.5

5.4.3 the assets under their control are appropriately safeguarded and maintained

to the extent necessary and that risk management systems are in place and
applied;

5.4.4 any unauthorized, irregular or fruitless or wasteful expenditure, and losses
resulting from criminal or negligent conduct, are prevented;

5.4.5 their asset management systems and controls can provide an accurate,
reliable and up to date account of assets under their control;

5.4.6 they are able to justify that their asset plans, budgets, purchasing,
maintenance and disposal decisions optimally achieve the municipality's
strategic objectives;

5.4.7 the purchase of assets complies with all municipal policies and procedures;

5.4.8 all moveable property, plant and equipment is duly processed and identified
when it is received into his/her stewardship;

5.4.9 all moveable assets received into his/her stewardship are appropriately
safeguarded for inappropriate use or loss. This will include control over the
physical access to these assets and regular asset counts to ensure any
losses have not occurred. Any known losses should be immediately
reported to the Director: Finance, and

5.4.9 assets are appropriately utilized for the purpose for which the municipality
acquired them.

5.4.10 The Director may delegate or otherwise assign responsibility for performing
these functions but will remain accountable for ensuring these activities are
performed.

Safe-guarding of assets.

Directors shall be directly responsible for the physical safe-guarding of any fixed
asset controlled or used by the department in question.

In exercising this responsibility, Directors shall adhere to the stipulations of this
policy as well as any other written directives issued by the municipal manager to
the department in question, or generally to all departments, in regard to the control
of or safe-guarding of the municipality’s fixed assets.

6. FINANCIAL MANAGEMENT

6.1

Approval to acquire Property, Plant or Equipment
Money can only be spent on a capital project if:

6.1.1 the money has been appropriated in the capital budget, and the future
annual operations and maintenance needs have been calculated and have
been budgeted for in the operations budget;

6.1.2 the project, including the total cost and funding sources, has been approved
by Council;

6.1.3 the Director: Finance confirms that funding is available for that specific
project, and
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6.1.4

the Supply Chain Management prescripts/procedures have been adhered
to.

Funding period of capital projects

The acquisition of assets will not be funded over a period longer than the useful life
of that asset.

Disposal of assets

6.3.1

6.3.2

6.3.3

6.3.4

6.3.5

6.3.6

6.3.7

6.3.8

The municipality may not transfer ownership as a result of a sale or other
transaction or otherwise permanently dispose of an asset needed to provide
the minimum level of basic municipal services, unless such asset is
obsolete or surplus to requirements or beyond a state of good repair or
being replaced and provided that the delivery of the minimum level of basic
municipal services must not be compromised as a result of the disposal of
the asset.

The decision that a specific asset is not needed to provide the minimum
level of basic municipal services, may not be reversed by the municipality
after that asset had been sold, transferred or otherwise disposed of.

The disposal of an item of property, plant or equipment must be fair,
equitable, transparent, competitive and cost effective and comply with a
prescribed regulatory framework for municipal supply chain management
and the Supply Chain Management Policy of the municipality.

The transfer of assets to another municipality, municipal entity, national
department or provincial department is excluded from these provisions,
provided such transfer is being done in accordance with a prescribed
regulatory framework.

Directors shall report in writing to the Director: Finance on all fixed assets
controlled or used by the department concerned, which such Director
wishes to alienate by public auction or public tender. The Director: Finance
shall thereafter consolidate the requests received from the various
departments, and shall promptly report such consolidated information to the
council or the municipal manager of the municipality, as the case may be,
recommending the process of alienation to be adopted.

Once the fixed assets are alienated, the Director: Finance shall de-
recognize the asset from the accounting records and the fixed asset
register.

All gains and losses realized on the alienation of fixed assets shall be
accounted for according to section 11.13 below (Accounting treatment on
disposal).

Disposal of immovable property is dealt with in terms of the Administration
of Immovable Property Policy.

Loss, Theft, Destruction or Impairment of fixed assets

Directors shall ensure that any incident of loss, theft, destruction, or material
impairment of any fixed asset controlled or used by the department in question is
promptly reported in writing to the Director: Finance, to the internal auditor, and —in
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cases of suspected theft or malicious damage - also to the South African Police
Service.

INTERNAL CONTROLS

Financial Asset registers

7.11

Establishment and Management of the Financial Asset Register:

a)

The Director: Finance will establish and maintain the Asset Register
containing key financial data on each item of Assets that satisfies the
criterion for recognition.

7.1.2 Contents of the Financial Asset Register:

7.1.3

a)

b)

The fixed asset register shall be maintained in the format determined
by the Director: Finance, which format shall comply with the
requirements of generally recognized accounting practice (GRAP) and
any other accounting requirements which may be prescribed.

Directors under whose control any fixed asset falls shall promptly
provide the Director: Finance in writing with any information required
to compile the fixed asset register, and shall promptly advise the
Director: Finance in writing of any material change which may occur in
respect of such information.

Internal Controls over the Financial Asset Registers:

a)

b)

c)

Controls around the asset registers should be sufficient to provide
Directors with an accurate, reliable and up to date account of assets
under their control to the standards specified by the Director: Finance
and required by relevant legisiation.

These controls will include the physical management and recording of
all acquisitions, assignments, transfers, losses and disposals of
assigned assets as well as regular asset counts and systems audits to
confirm the adequacy of controls.

The Municipal Manager shall ensure that the municipality maintains a
fixed asset identification system which shall be operated in
conjunction with its computerized fixed asset register.

Responsibilities: Physical Receipting and Management

7.21

7.2.2

7.2.3

7.2.4

The Manager: Expenditure & Asset Management will undertake at least a
bi-annual count of assets as part of the annual reporting process.

The date of acquisition of assets is deemed to be the time when legal title
and control passes to the municipality.

The date of acquisition of assets may vary for different categories of assets
but will be the point of time when the asset is in the final condition and
location as intended for use by the Director.

A Director must advise the Director: Finance, in writing, of capital work-in-
progress at the end of the financial year.
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7.2.5 A Director must advise the Director: Finance, promptly in writing whenever
capital work-in-progress is completed, for inclusion in the Asset Register.

Transfers between Directors

7.3.1

7.3.2

Permanent transfers to another Director

a)

b)

c)

A Director retains managerial accountability and control for a particular
asset unless:

i. another Director agrees in writing to accept responsibility for the
assets, and

ii. the Director: Finance endorses the transfer.

The Finance Directorate must appropriately amend the Financial
Asset register by accounting for all approved transfers.

The Director to whom the asset is transferred must assume
accountability for the transferred asset.

Relocation or Re-assignment of Assets:

a)

b)

A Director must ensure that assets are appropriately safeguarded for
loss, damage or misuse wherever it is located. Safeguarding includes
ensuring reasonable physical restrictions.

A Director must advise the Director: Finance, in writing, whenever an
asset is permanently relocated or reassigned from the location (or
base) or cost centre recorded in the Financial Asset Register.

A Director must advise the Director: Finance, in writing, whenever an
asset is temporarily relocated or reassigned from the location (or
base) or cost centre recorded in the Financial Asset Register. In this
case, the Director must also advise the Director: Finance when the
asset is returned. In the case of assets being utilized in the normal
course of operations away from its base, such as vehicles, reporting is
not necessary.

Verification of fixed assets

7.41

7.4.2

Directors shall at least twice during each year undertake a comprehensive
verification of all fixed assets controlled or used by the department
concerned.

Directors shall promptly and fully report in writing to the Director: Finance in
the format determined by the Director: Finance, all relevant results of such
fixed asset verification. The resultant reports shall be submitted by
Directors, to the Director: Finance, by not later than 30 days after the last
day of the period in question.

Insurance of fixed assets

7.5.1

7.5.2

The Municipal Manager shall ensure that movable fixed assets are insured
at least against fire and theft, and that all municipal buildings are insured at
least against fire and allied perils.

If the municipality operates a self-insurance reserve (assuming such reserve
to be allowed), the Director: Finance shall annually determine the premiums
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payable by the departments or votes after having received a list of the fixed
assets and insurable values of all relevant fixed assets from the Directors
concerned.

Recovery of loss

7.6.1

7.6.2

7.6.3

An Asset Loss Control Committee, appointed by the Accounting Officer,
must be established to investigate all losses and to consider the settlement
of all insurance claims falling within the relevant excess limits.

The Asset Loss Control Committee must comprise of a representative from
each of the following departments namely Legal Services, Human
Resources (Labour Relations) and Finance (Asset Management). Additional
to this standing committee members, the senior manager within who'’s vote
the transaction occurs must attend or appoint a senior official as
representative for his/her department or division to represent the senior
manager.

Where applicable, the decision of the committee must be communicated to
the Human Resource Department for referral to the relevant Department in
order to institute disciplinary action in order to recover any possible loss.

MANAGEMENT OF CONTROL ITEMS

The Director Finance has identified asset items which will not be capitalised. These
assets are qualitative and quantitatively immaterial and the costs to maintain these
assets were considered and found to exceed the economic benefit if considered

over the life cycle of the assets. Three types of assets were defined as per the
annexures hereto.

The requirements to manage control items includes:

e Receipting and bar-coding of these items.

e Maintaining and updating a register.

e Regular asset counts by the assigned person to ensure these control items are
being appropriately safeguarded.

e Recording and reporting of any disposal, transfer or loss of control items by
the assigned official to the CFO and adjustment of the control items register.

Control items will not be:

e capitalized as an asset,

e depreciated,

e revalued,

e recorded in the financial asset register, or

e otherwise treated as an asset.

On an annual basis, the Director: Finance will review the listing of items not

capitalised in order to ensure that the effect of the treatment is not material in any
aspects.
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9. MANAGEMENT AND OPERATION OF ASSETS
9.1 Accountability to manage assets

e Each Director is accountable to ensure that municipal resources assigned to
him are utilized effectively, efficiently, economically and transparently.

e Directors need to manage assets under their control to provide the required
level of service or economic benefit at the lowest possible long-term cost.

9.2 Reporting on Impeding Issues

e Each Director should report to the Municipal Manager on issues that will

significantly impede the assets capability to provide the required level of
service or economic benefit.

10. CLASSIFICATION & COMPONENTS
10.1 Classification of assets

10.1.1 Any asset recognized as an asset under this policy will be classified
according to categories as per the Overstrand Asset Register.

10.1.2 All fixed assets should be classified under the following headings in the
Asset Register:

a) Property, plant and equipment:
e land
e buildings (not held as investment assets)

e infrastructure assets (assets which are part of a network of similar
assets)

e other assets (ordinary operational resources, consisting of
Furniture, Equipment and Vehicles)

b) Heritage Assets

e heritage assets (culturally, environmental, historical, natural,
scientific, technological or artistic significant assets)

¢) Investment property

e investment assets (resources held for capital or operational gain)
d) Intangible Assets

e non-monetary assets without physical substance such as
computer software, licenses etc.

e) Leased Assets

e asset financed through a lease arrangement such as cell phone
contracts or finance leases
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f) Service Concession asset

o s the asset used in a service concession agreement in order to
provide services to the public within the juristic boundaries of the
municipality

e Examples hereof include water treatment plants being operating
by a third party or a toll road operated by a third party if the
conditions of GRAP 32 are met

10.1.3 The Director: Finance may agree to subdivide these classifications further.

This decision will be noted as an amendment to the Asset Register of the
Overstrand Municipality.

Treatment of Major Components

All parts of an asset that is significant to the cost of the item as a whole shall
be treated as a separate major component and each major component shall be
treated as described below.

A Director may, with agreement of the Director: Finance, treat other non-
significant parts as major components of an item of property plant or
equipment as a separate asset for the purposes of this policy.

These major components may be defined by its physical parameters (e.g. a
reservoir roof) or its financial parameters (e.g. a road surface).

In agreeing to these treatments the Director: Finance must be satisfied that
these components:

(@]

e}

e}

have a significantly different useful life or usage pattern to the main asset,
align with the asset management plans,
justify the costs of separate identification,

have probable future economic benefits or potential service delivery
associated with the asset which will flow to the municipality,

is such that the cost of the asset to the municipality can be measured
reliably,

is such that the municipality has contro| over the asset,

the item is not listed as an expense or control item in the appendixes hereto,
and

is such that the asset is expected to be used during more than one financial
year.

Once a major component is recognized as a separate asset, it may be
acquired, depreciated and disposed of as if it was a separate asset.
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11. ACCOUNTING FOR ASSETS

1.1

11.2

11.3

1.4

11.5

Recognition of assets

e An item of property, plant or equipment will be recognized as an asset when:

e}

(o]

it is probable that future economic benefits or potential service delivery
associated with the asset will flow to the municipality,

the cost of the asset to the municipality can be measured reliably,
the municipality has control over the asset,

the item is not listed as an expense or control item in the appendixes hereto,
and

the asset is expected to be used during more than one financial year.

Initial measurement

e An item of property, plant or equipment that qualifies for recognition as an asset
should be initially measured at its “cost of acquisition”.

e This “cost of acquisition” usually include the following:

o

e}

(o]

e}

(o]

Purchase costs (less any discounts given)
Delivery costs

Installation costs

Professional fees for architects and engineers
Import duties

Non-refundable taxes

Site development costs

Contractor fees

Donations or exchanges

Where an item of property plant or equipment is acquired at no cost, or for a
nominal cost, it will be initially measured at its fair value as at the date of acquisition
and included in the asset register if the item is considered an asset other than
control item or expense.

Recognition threshold

e The municipality does not utilize a recognition threshold, but has rather identified
items that are insignificant and thus would not be capitalized. The listing of items
and methodology for identifying such items are listed in the appendixes hereto.

Carrying amount of assets

Subsequent to initial recognition as an asset, an item of property, plant or
equipment should be carried at its cost of acquisition less any accumulated
depreciation and accumulated impairments.

Page 16



11.6

11.7

117

OVERSTRAND MUNICIPALITY -~ ASSET MANAGEMENT POLICY

Depreciation

All fixed assets, except land and heritage assets, shall be depreciated.

The depreciable amount of an item of property, plant or equipment should be
allocated on a systematic basis over its useful life.

The depreciation method used should reflect the pattern in which economic
benefits or potential service provisions are consumed by the municipality.

The depreciation charge for each period will be recognized as an expense
against the budget of the relevant Director unless it is included in the carrying
amount of another asset.

The depreciation method used shall reflect the pattern in which the assets future
economic benefits or service potential are expected to be consumed by the
municipality.

A variety of depreciation methods can be used to allocate the depreciable
amount of an asset on a systematic basis over its useful life. These methods
include the straight-line method, the diminishing balance method and the units of
production method. Straight-line depreciation results in a constant charge over
the useful life if the asset’s residual value does not change. The diminishing
balance method results in a decreasing charge over the useful life. The units of
production method results in a charge based on the expected use or output. The
entity selects the method that most closely reflects the expected pattern of
consumption of the future economic benefits or service potential embodied in the
asset. That method is applied consistently from period to period unless there is a
change in the expected pattern of consumption of those future economic
benefits or service potential.

The depreciation method will be the straight-line method unless otherwise
agreed to in writing by the Director: Finance.

Depreciation shall be calculated from the day the fixed asset is available for use
(GRAP 17).

Directors, acting in consultation with the Director: Finance, shall ensure that
reasonable budgetary provision is made annually for the depreciation of all
applicable fixed assets controlled or used by the department in question or
expected to be so controlled or used during the ensuing financial year.

The procedures to be followed in accounting and budgeting for the amortization
of intangible assets shall be identical to those applying to the depreciation of
other fixed assets.

Initial determination of useful life

Directors need to determine the useful life of a particular item or class of asset
through the development of a strategic asset management plan. The
determination of useful life should be developed as part of any pre-acquisition
planning that would consider, inter alia, the following factors:

o The program that will optimize the expected long term costs of owning that
asset,

o Economic obsolescence because it is too expensive to maintain,
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o Functional obsolescence because it no longer meets the municipality's
needs,

o Technological obsolescence,
o Social obsolescence due to changing demographics, and
o Legal obsolescence due to statutory constraints.

The Table of Useful Lives is provided in the MFMA Local Government Capital
Asset Management Guideline. These should be used as a guide to the
minimum useful lives only because actual asset lives experienced greatly
exceed those recommend lives.

Review of useful life

Only the Director: Finance may amend the useful operating life assigned to any
fixed asset, and when any material amendment occurs, the Director: Finance
shall inform the council of the municipality of such amendment.

The Director: Finance shall amend the useful operating life assigned to any fixed
asset if it becomes known that such asset has been materially impaired or
improperly maintained to such an extent that its useful operating life will not be
attained, or any other event has occurred which materially affects the pattern in
which the asset's economic benefits or service potential will be consumed.

The useful life of an item of property, plant or equipment should be reviewed
only when there is an indicator that the current useful lives are not appropriate.
Annually the director of finance will review a list of circumstances that could
indicate the need to revise the useful lives of assets. If any indicators require
useful lives to change and these revised expectations are significantly different
from previous estimates, then the depreciation charge for the current and future
periods should be adjusted and the additional depreciation expenses shall be
debited to the department or vote controlling or using the fixed asset in question.
The indicators are those listed under impairment indicators.

Review of depreciation method

The depreciation method applicable to property, plant or equipment should be
reviewed annually, and if there has been a significant change in the expected
pattern of economic benefits or potential service delivery from those assets, the
method should be changed to reflect the changed pattern.

When such a change in depreciation method is necessary the change should be
accounted for as a change in accounting and the depreciation charge for the
current and future periods should be adjusted.

Subsequent expenditure on property plant or equipment

Subsequent expenditure relating to an item of property, plant or equipment that
meets the definition of an asset should be added to the carrying amount of the
asset when such expenditure will increase the useful life of the asset or increase
the efficiency of the asset or reduce the cost of operating the asset, resulting in
financial or service delivery benefits.

All other expenditure should be recognized as an expense in the period in which
it occurred.

Page 18
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o Before allowing the capitalization of subsequent expenditure, the Director:
Finance must be satisfied that this expenditure will significantly:

o increase the life of that asset beyond that stated in the asset register, or

o increase the quality of service provided by that asset beyond the existing
level of service, or

o increase the quantity of services that asset can provide, or
o reduce the future assessed costs of maintaining that asset.

Expenditure that is proposed to be capitalized must also conform to recognition
criteria for assets and should also be appropriately included in the approved
capital budget.

11.11 Impairment of assets

The accounting treatment relating to impairment losses is outlined as follows in
GRAP 21 & 26:

The carrying amount (Book value) of an item or a group of identical items of
property, plant and equipment should be reviewed periodically in order to assess
whether or not the recoverable amount has declined below the carrying amount.

Recoverable amount is the amount that the municipality expects to recover from
the future use of an asset, including its residual value on disposal. When such a
decline has occurred, the carrying amount should be reduced to the recoverable
amount. The amount of the reduction should be recognized as an expense
immediately.

The recoverable amount of individual assets, or groups of identical assets, is
determined separately and the carrying amount reduced to recoverable amount on
an individual asset, or group of identical assets, basis. However, there may be
circumstances when it may not be possible to assess the recoverable amount of an
asset on this basis, for example when all of the plant and equipment in a sewerage
purification work is used for the same purpose. In such circumstances, the carrying
amount of each of the related assets is reduced in proportion to the overall decline
in recoverable amount of the smallest grouping of assets for which it is possible to
make an assessment of recoverable amount.

The following may be indicators that an item of PPE has become impaired:
e The asset has been damaged.
e The asset has become technologically obsolete.

e The asset remains idle for a considerable period either prior to it being put into
use or during its useful life.

e Land is purchased at market value and is to be utilized for subsidized housing
developments, where the subsidy is less than the purchase price.

Example:
An example of where the municipality has suffered an impairment loss is the
purchase of land for an amount of R 5 000 000. The land will be utilized for new

subsidized housing developments. If at year end the expectation is that the
Municipality will receive only R 1 000 000 by way of subsidies an impairment loss
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of R4 000 000 needs to be recognized. The recoverable amount (R 1 m) is
calculated as being the larger of:

¢ Net Selling price of the land which is the amount obtainable from the sale of the
market in an arm’s length transaction between knowledgeable, willing parties,
less the cost of disposal.

e Value in use of the land which is the present value of the estimated future net
cash inflows expected from the continuing use of the asset and from its disposal
at the end of its useful life.

The following steps will have to be performed regularly during the year to
account for impairment losses:

e Directorates will identify and inform Finance Department - Asset Control of
assets that:

o Are in a state of damage at year end.

o Are technologically obsolete at year end. This can be facilitated if
Directorates require Finance Department - Asset Control, to supply them with
a Fixed Asset Register pertaining to major assets showing the remaining
useful lives of assets. The Directorates can then assess and indicate cases
where the assessed remaining useful life is shorter than the remaining useful
life on the printout.

o Have remained idle for a considerable period either prior to them being put
into use at year end or during their useful life.

o Are subject to impairment losses because the subsidies to be received in
exchange for assets are less than the carrying amounts. An example of this is
Land that is purchased at market value and is to be utilized for subsidized
housing developments.

e The recoverable amounts of these assets need to be calculated by calculating
the Net selling Price per asset as defined above.

¢ The impairment loss per asset needs to be calculated as the difference between
the Net selling price and the book value of the asset.

e The impairment loss needs to be accounted for by identifying the relevant
funding source.

e The carrying amount of an asset should be reviewed annually to assess whether
or not the recoverable amount has declined below the carrying amount.

e When such a decline has occurred, the carrying amount should be reduced to
the recoverable amount.

¢ The amount of the reduction should be recognized as an impairment expense
immediately, unless it reverses a previous revaluation in which case it should be
charged to the Revaluation Reserve.

e For assets providing economic benefits, the recoverable amount is the net
present value of future ownership.
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e For assets providing future service delivery, the recoverable amount is the
remaining proportional to its useful life, service capacity or quality of service that
is not intended to be restored by normal maintenance programs.

11.12 Subsequent increase in recoverable amount

» A subsequent increase in the recoverable amount of an asset, previously written
down due to a decline in the carrying amount, should be written back when the
circumstances and events that led to the write—down or write-off cease to exist
and there is persuasive evidence that the new circumstances and events will
persist for the foreseeable future.

e The amount written back should be reduced by the amount that would have
been recognized as depreciation had the write-down or write-off not occurred.

11.13 Accounting treatment on Disposal

e An item of property, plant or equipment should be eliminated from the Statement
of Financial Position, on disposal or when the asset is permanently withdrawn
from use and no future economic benefits or potential service delivery is
expected from its disposal, in accordance with GRAP 100.

e Gains or losses arising from the retirement or disposal of an item of property,
plant or equipment should be determined as the difference between the actual or
estimated net disposal proceeds and the carrying amount of the asset, and
should be recognized as revenue or expense in the Statement of Financial
Performance.

e All gains realized on the alienation of fixed assets shall be appropriated annually
to the municipality's Capital Replacement Reserve (except in the cases outlined
below), and all losses on the alienation of fixed assets shall remain as expenses
on the Statement of Financial Performance of the department or vote concerned.
If, however, both gains and losses arise in any one financial year in respect of
the alienation of the fixed assets of any department or vote, only the net gain (if
any) on the alienation of such fixed assets shall be appropriated.

11.14 Reinstatement, maintenance and other expenses

Only expenses incurred in the enhancement of a fixed asset (in the form of
improved or increased services or benefits flowing from the use of such asset) or in
the material extension of the useful operating life of a fixed asset shall be
capitalized.

Expenses incurred in the maintenance or reinstatement of a fixed asset shall be
considered as operating expenses incurred in ensuring that the useful operating life
of the asset concerned is attained, and shall not be capitalised, irrespective of the
quantum of the expenses concerned.

Expenses which are reasonably ancillary to the bringing into operation of a fixed
asset may be capitalized as part of such fixed asset. Such expenses may include
but need not be limited to import duties, forward cover costs, transportation costs,
installation, assembly and communication costs.

The following matrix will assist in distinguishing capital expenditure from
maintenance expenditure: -
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Capital Expenditure Maintenance
= Acquiring a new asset = Restoring an asset so that it can
= Replacing an existing asset continue to be used for its intended
. Enhancing an existing asset so that its purpose
use is expanded . Maintaining an asset so that it can be
= Further developing an existing asset so used for the period for which it was
that its original useful life is extended initially intended.

11.15 Assets held under leases

11.16

Finance leases are leases, which in effect transfer all risks and rewards
associated with the ownership of an asset from the lessor to the lessee. Assets
held under finance leases are capitalized by the municipality and reflected as such
in the FAR. It will be capitalized at its leased value at commencement of the lease,
which will be the price stated in the lease agreement. The asset is then
depreciated over its expected useful life.

Operating leases are those leases which do not fall within the scope of the above
definition. Operating lease rentals are expensed as they become due. Assets held
under operating leases are not accounted for in the asset registers of the
municipality.

Investment property

Investment assets shall be accounted for in terms of GRAP 16 and shall not be
classified as property, plant and equipment for purposes of preparing the
municipality’s statement of position.

Investment assets shall comprise land or buildings (or parts of buildings) or both
held by the municipality, as owner or as lessee under a finance lease, to earn
rental revenues or for capital appreciation or both.

Investment assets shall be recorded in the fixed assets register in the same
manner as other fixed assets, but a separate section of the fixed assets register
shall be maintained for this purpose.

Decide on which accounting model, cost or fair value, the municipality will
apply to investment property.

Fair value

Investment assets shall not be depreciated, but shall be annually valued to
determine their fair (market) value. Investment assets shall be recorded in the
Statement of Financial Performance at such fair value. Adjustments to the
previous year's recorded fair value shall be accounted for as either gains
(revenues) or losses (expenses) in the accounting records of the department or
service controlling the assets concerned.

If the council of the municipality resolves to construct or develop a property for
future use as an investment property, such property shall in every respect be
accounted for as an ordinary fixed asset until it is ready for its intended use —
where-after it shall be re-classified as an investment asset.
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Fixed assets treated as inventory

Any land or buildings owned or acquired by the municipality with the intention of
selling such property in the ordinary course of business, or any land or buildings
owned or acquired by the municipality with the intention of developing such
property for the purpose of selling it in the ordinary course of business, shall be
accounted for as inventory, and not included in either property, plant and
equipment or investment property in the municipality’s statement of position.

Such inventories shall, however, be recorded in the fixed assets register in the
same manner as other fixed assets, but a separate section of the fixed assets
register shall be maintained for this purpose.

Recognition of heritage assets in the fixed asset register

Heritage assets shall be carried at their cost values. If no original costs or fair
values are available in the case of one or more or all heritage assets, the Director:
Finance may, if it is believed that the determination of a fair value for the assets in
question will be a laborious or expensive undertaking, record such asset or assets
in the fixed asset register without an indication of the costs or fair value concerned.

For Statement of Financial Performance purposes, the existence of such heritage
assets shall be disclosed by means of an appropriate note.

Other write-offs of fixed assets

The only reasons for writing off fixed assets, other than the alienation of such fixed
assets, shall be the loss, theft, and destruction or material impairment of the fixed
asset in question.

In every instance where a not fully depreciated fixed asset is written off, the
Director: Finance shall immediately debit to such department or vote, as additional
depreciation expenses, the full carrying value of the asset concerned.

General maintenance of fixed assets

Every Director shall be directly responsible for ensuring that all assets are properly
maintained and in a manner which will ensure that such assets attain their useful
operating lives.

Service Concession arrangements

A service concession arrangement is governed through a contractual arrangement
between the municipality and an independent third party (operator). It involves the
creation and/or use of an existing municipal asset in order to provide services to
the general public. The asset can be provided by the municipality or the
arrangement can specify that the operator must create a new asset for purposes of
the providing the services on behalf of the municipality (grantor).

If the municipality provides the asset (i.e. it is an existing asset that the operator
uses), no liability needs to be created in relation to the assets used by the operator.
However, in the case that the operator has to create a new asset in order to fulffill
the obligations of the agreement, an asset and liability needs to be created in order
to account for the asset.

Assets held under a concession agreement must be separately disclosed similarly
to assets acquired through a lease agreement.
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The assets held under the service concession agreement is under the control of the
Director of Infrastructure and such director must report annually to the Director of
finance of the status of the asset, such as any impairments, replacement parts,
improvements etc. to the service concession assets. These assets would be
disclosed in terms of the requirements of GRAP 32: Service Concession

Arrangements: Grantor.

12. FINANCIAL DISCLOSURE

Assets must be disclosed, in respect of each class of property, plant and equipment,
in accordance with Generally Recognized Accounting Practice.

13. IMPLEMENTATION AND REVIEW PROCESS
13.1 This policy will come into effect retrospectively as from 1 July 2015;

13.2 This policy will be reviewed at least annually or when required by way of a Council

resolution.

14. SHORT TITLE

This policy will be known as the Asset Management Policy of the Overstrand

Municipality.

POLICY SECTION: SENIOR MANAGER: EXPENDITURE AND ASSET MANAGEMENT
CURRENT UPDATE: 25 MAY 2016

PREVIOUS REVIEW 28 MAY 2015

PREVIOUS REVIEW 28 MAY 2014

PREVIOUS REVIEW 20 MAY 2013

PREVIOUS REVIEW: 30 MAY 2012

PREVIOUS REVIEW: 04 MAY 2011

PREVIOUS REVIEW: 26 MAY 2010

APPROVAL BY COUNCIL: 24 JUNE 2009
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APPENDIX 1: REVISION OF ASSET CAPITALISATION THRESHOLD

Introduction

The municipality reviewed the Asset Management Policy and has determined that that the capitalization
threshold needed to be revised in order to ensure compliance with the GRAP requirements and to align
the budgeting process with the requirements of GRAP. Based on the revision of the capitalization
threshold it has decided that the most suitable approach would be to identify assets for which their value
or use does not justify the cost to maintain the assets in the register.

The GRAP discussion paper on materiality states the following: "Information in the financial statements is
therefore relevant when it meets these information needs. The relevance of information is affected by its
nature and materiality." This implies that certain information would not be relevant to the users of
financial statement due to its value or nature. Furthermore, the discussion paper also states: "Materiality
establishes a threshold, which may include a cut-off point, or criteria which are used in making certain
decisions. Materiality in itself is not a characteristic that information must have to be useful to users. "The
municipality followed a qualitative materiality approach rather than a purely quantitative approach in
order to identify items that are considered not material.

Management of assets within an asset register is a costly exercise and certain assets economic benefits
have been noted to be exceeded by the annual cost to maintain these assets within the register. For this
reason the municipality has taken an approach to identify assets that fall within this category where the
management cost of the assets exceed their economic benefits.

Three different types of assets were identified that require amendment in the approach due to the
revised capitalization approach. These are:
1) ltems with useful lives of less than 12 months expensed immediately
2) Items that are considered assets, but will not be included in the asset register due to the fact
that the costs to maintain these assets in the final asset register would exceed the
value/economic benefits of the assets
3) Items that are capital in nature, but would not be included in the asset verification process as the
items are affixed to buildings and thus would no longer be considered movable assets.

1) Items that are consumed within 12 months (Items not barcoded)

Characteristics of asset type
Many purchased goods are expected to be consumed within 1 year, but due to the usage of the asset, the
lifespan might be prolonged. In example, a stapler is not really expected to last more than a year as wear
and tear on the items are quite excessive. However, certain staff members have indicated that their
staplers could last several years. The fact that a single item lasts longer than a year does not negate from
the expectation that the item would be consumed within 1 year.

OR
Another consideration in this category is the replacement or purchase rate. If the item is expected to be
purchased multiple times in a single year, the item is not considered to be an item that would last for
longer than 1 year. In example, despite the fact that spanners could be durable, they are often purchased
throughout the year with new spanners being purchased at a regular interval. Due to the regular
repurchase rate, the item is not considered to last for longer than a year despite its durable nature.

OR
The final consideration for items that fall within this category, is the control over the ability to transfer
assets. Some assets are of such a minute significance to a department, that when assets are transferred
between users, formal asset transfer documentation would not be maintained. Example, if employee 1 is
willing to borrow his wrench to employee 2 without asking for written confirmation of the transfer of the
wrench since the inherent value of the item does not justify any audit trail of the transfer.

OR
The item is a plastic or wood stackable table used at a community hall.
For control purposes, these items are not barcoded and will be purchased through an expense account.
The approved listing of items that forms part of this category is listed in annexure 1.
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For ease of reference, examples of items that fall within this category:
e All stationery items excluding heavy duty versions thereof (any item titled machine, would not fall

within this category e.g. Binding Machine, Laminating Machine) including calculators and other
small items

* Any boxes, and containers designed to retain stationary (such as buddi-drawers, pen holders,
paper racks)

e All bins and disposal containers
e Any camp site bedroom furniture such as beds and bedding
e Small appliances such as kettles, toasters, fans with a warrantee of 1 year

e Any computer accessories such and keyboards, mouse, laptop bags, dongles (UPS's and external
hard drives are excluded from this)

e Fire extinguishers as their service interval requires exchanging of these items several times a
year

e Hand tools that are normally transported in bulk (i.e. small tools that would be transported with
other tools in toolboxes)

e Cleaning items such as buckets, mops, brooms etc. (excluding machines used to clean items
such as dish washers and vacuum cleaners)

o Safety equipment that are frequently replaced, similar to helmets, goggles, gloves etc.
e Crockery, cutlery and other kitchen utensils

2) Control items that will be barcoded but not included in the asset register (previous control items)

These items will be barcoded and counted during the verification, but due to the insignificant value of
these items, will not be included in the final asset register for annual maintenance such as depreciation,
impairments and other value based adjustments. The items would be recorded as assets, but fully
depreciated in the first year of purchase. The items are generally used both in the office and the home
and thus control needs to be established to reduce the probability of items being taken home for
personal use.

In the accounting records of the municipality, the assets would be purchased directly against operational
expenditure based on the requirements of mSCoA. This is more practical as the full impact of the
purchase must be accounted for against the expenditure rather than to retain the costs of the items
within the capital maintenance system. This process is followed to ensure depreciation is not accelerated
and to ensure that the asset register agrees to capital acquisitions on an annual basis.

Characteristics of asset type
These are items that are used on a daily basis. In fact, the items are used to frequently, that the frequent
use is the determining factor in establishing the useful lives of the assets. These items might be designed
to be durable, but the usage thereof results in rapid wear and tear. ltems such as chairs, printers,
microwaves, drills, angle grinders etc. are used so frequently, that their values are diminished after the
first 6 months of use.

AND
The items are normally sold in bulk at auctions as bidders will not be interested in buying single items as
the unit price too low to justify single sales. Often the items prices are based on the value of the
components (e.g. copper or scrap metal price) rather than the resale value of the items.

BUT
Some items that falls within this category, are exceptions to the rule as their value lies in an extended
use, despite the diminished return on purchase price after the first use. The items specifically excluded
from the listing are:

e |tems purchased through means of a finance lease contract (example multi-function printers)

e Computer towers or laptops as their lifespans can easily be extended through refurbishing the
assets at a fraction of their original cost

e |ndustrial or heavy duty tools or equipment that are designed to last for longer

The approved listing of items that fall in this category is listed in annexure 2.
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For ease of reference, examples of items that fall within this category:

All chairs except stackable plastic chairs

Tables that are being used by multiple users (public and internal) (e.g. training tables, library
tables, visitors’ tables, community halls etc.)

Medium sized kitchen equipment such as microwaves, urn's, hydro boil systems

Explanatory comments on the characteristics:

L 3

Desks are used every day, but the usage of a desk does not automatically reduce the value of
the desk. Thus a desk does not fall within this category.

Various power tools would also fall within this category. Industrial sized power tools will be
excluded.

Despite judgement that needs to be applied, the general consensus by an informed member of
public should also come to the same conclusion as to the treatment of the item. Classification of
items as control items or fully capitalised assets should not be based on budgetary
requirements, but rather on the nature of the item and the municipality’s intended use or the
manner in which the municipality aims to control the item.

3) Items of capital nature affixed to buildings

When these items are purchased, the purpose is to enable or increase the productivity of the users,
rather than to increase the value of the buildings that the items would be affixed to. Despite its purpose,
the items are often deemed to increase the value of the buildings that it is affixed to as it is considered
an investment in the building.

When a sales agreement are entered into, the fixtures must be retained to the building, unless otherwise
stated. Fixtures are however, often a hindrance to many potential buyers and considered a burden rather
than an additional value added to the building. More often than not, items such as air-conditioners need
to be completely replaced, and built-in cupboards, shelving are not in the correct location as per the
intention of any potential owners. The municipality has opted to classify and fittings as repairs and
maintenance to the buildings, as new fixtures could only allow the buildings value to be reinstated
(example carpets being replaced) rather than increase the value of the buildings. Fixtures are capitalised
as part of the initial cost of a new building, all cost thereafter is treated as maintenance

When the fixtures added to the building is considered against the value of the building, the fixtures are
often inconsequential (has no significant impact) to the value of the building as a whole and accordingly,
the capitalisation of fixtures are not considered of additional value.

External fixtures, such as fences, car ports, etc. are items that are not part of the building itself and thus
improve the value of the land, these items are for practical reasons capitalised against the buildings
(premises) as land is not depreciated and any external structures will incur wear and tear.

The approved listing of items that fall in this category is listed in annexure 3.

For ease of reference, examples of items that fall within this category:

Whiteboards permanently affixed to walls

Air-conditioners

Shelving and cupboards affixed to walls or ceiling

Office partitioning (i.e. dividers used to split rooms) when these are bolted down.
And stands or holders that are affixed to the property (e.g. projector fittings)
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Decision Tree

Expensed and not Barcoded, but fully . s
el \ : Fixtures and fittings
verified depreciated in year 1

The value drops as soon as it is used
Normally expected to last less 12 for a short period but it will last Itemns that cannot be moved

months without dismantling
longer than a year
Municipality will buy the same item Auctioned in bulk and not Costs of item is insignificant to the
several time a year individually value of the building it is affixed to

You will borrow it without paper

Except external fittings that are
work

Except laptops and computers capitalised (e.g. fences or car ports)

All items not falling in the above categories, would be considered assets and would be included in the
asset register.

Materiality

The full cost price of all assets that would not be included in the AFS as at 1 April 2016 was extracted and
compared to materiality. The accumulative cost of all these assets listed in annexures 1-3 amounted to
less 30% of materiality and thus accepted as reasonable. Materiality was based on the 2015 balance for
Property, plant and equipment as utilised by the auditors during the audit of 2014/15. Annually the
assets with that fall within this category will be extracted and compared to the prior year's materiality to
ensure that the threshold application does not result in any material deviation from the standards of
GRAP.
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The following list of items is approved to only be purchased via the operational vote for expenditure and

these items will not be barcoded:

Description Description
Bar Stool Heater
Foot - Stool Oil Heater
Base single steel -bed Wood - stackable bed
Base single wood - bed Headphones
Mattress Kettle
Table bed side Jump starter
Battery Label Machine
Battery speed camera Label Print
Battery packs Laser distance Meter
Battery Charger Laser Presentation Remote
Scanner Charger Lead Extension
Radio Portable Charger Letter Opener
Bin - plastic Lifting Bag
Bin - steel Link Stick
Bin - wood Measuring Tape
Box - suggestion Measuring Tape
Box - tender Measuring Wheel
Box - Wood Medic Kit
Buddi 3 Drawer Modem
Buddi 4 Drawer Money Box
Buddi 6 Drawer Paper Tray

Buddy 2 Drawer

Pool Brusher

Buddy 5 Dividers

Pots and pans

Buddy System 12 Drawer

Protective Clothing

Calculator Pump Bait

CD Rack Soldering Bolt
Clipboard - Steel Stackable - plastic chair
Clipboards Stand Pipe

Coin Box Tender Box

CV Box Tool box

Display Banner Torch

Drill Hand Wind Reader

Drip torch Wrench

Electronic Calculator

Fan

Fan mobile stand

Fire Extinguisher

First aid kit

Flashlight

Foam Branch

Hard drive - external

29|23
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Annexure 2: Items barcoded, but bought through assets below threshold budget vote

The following list of items is approved to only be purchased via the assets below threshold vote. The items

must be barcoded and verified annually:

Description

Description

1 Plate Gas Burner

Oven microwave

2 Plate Gas Burner

Packaging Roller

Air Gun PH Meter
Alcohol Tester Piano Chair
Bench - Plastic Polisher

Bench - steel Portable Radio CD Player
Bench - wood Punch Heavy Duty
Binoculars Radio

Blood Pressure Machine

Radio Portable

Blood Pressure Trolley

Recorder audio

Book Trolley Recorder video
Camera Refracto Meter
Case: Mayors chains Rotary saw
Cash Drawer Router

CD And Tape Player Sander Machine
Cell Phone Scale

Charger - industrial Scanner

Circular Saw Scanner bar codes

Cleaner carpet

Scanner Books

Cleaner vacuum Siren

Coffin Hoist Small Bar Chair
Colorimeter Small wooden chair
Cordless Mikes Speaker

Couch - leather Speaker Stand
Couch - material Spectro Photometer
Custom Table Stands Spine board

Cut-off Saw Spot Light

Decoder Spray trolley

Desk Light Stackable - steel

Dispenser water

Stand

Docking Station

Stand - hat and coat

Drager Alcohol Tester

Stand - Queue

Drawing board

Stand computer - steel

Drill set Stand computer - wood
DVD player Stapler Heavy Duty
Electric Spray Gun Step - steel

Electrical saw

Step - wooden

Electrical Screw Driver

Step Ladder

Examination table

Stretcher

Flip charts Swivel - high back - leather no arm rest
Gavel Swivel - high back - leather with arm rest
Grease pump Swivel - high back - material no arm rest
Griller Swivel - high back - material with arm rest
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Description

Description

Grinder angle

Swivel - low back - leather no arm rest

Guillotine

Swivel - low back - leather with arm rest

High back - leather - arm rest

Swivel - low back - material no arm rest

High back - leather - no arm rest

Swivel - low back - material with arm rest

High back - material - arm rest

Table foldable - steel

High back - material - no arm rest

Table Learner

Hoover Table Plastic

Hot tray food Table Training
Hotplate Telephone

Jack troliey Tester battery car
Jigsaw Tripod

Kitchen - steel

Tripod - camera

Kitchen - wood

Tripod - microphone

Knee chair Tripod Screen
Ladder Tripod Spot Light
Ladder aluminium Trolley

Ladder Extension

Trolley - Kitchen

Lamp Trolley - steel
Laser Distance Meter Trolley - wood
Lighting System Trolley-Plastic
Litter tester Turbidimeter
Locker Typist chair
Low back - leather - arm rest TV stand - steel
Low back - leather - no arm rest Type writer
Low back - material - arm rest urn

Low back - material - no arm rest

Video cassette player

Mega phone hand held

Visitors chair

Micro Scope Voice Recorder
Microphone Water Dispenser
Microphone conference Winch
Microphone/speaker Winch Bracket
Microwave Wind Meter
Mitre Saw Wood Chipper
Mobile Dash Light Wood Stage
Nozzle Wood bench
Ottoman Soldering Bolt
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Heat gun Timing Light

Nail Gun Pipe Binder

Hose Washer Glue Gun

Gazebo Grease gun

Hand Control Divider Vice grip - steel (heavy duty)
External hard drive
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Annexure 3: ltems considered furniture and fitting and treated as maintenance of existing buildings

The following list of items is approved to only be purchased via the maintenance votes as the items are

mounted to a building:

Description Description

Cabinet keys Board - writing green
Shelving Extractor fan

Pigeon Hole Shelves -Wooden
Divider Stand Shelves -steel
Screen Air conditioner
Board - pin Whiteboard

Board - writing white Clock Card Machine
Board - Pianner Jet master

Divider Board Safe

Board - in/out Clocking System
Board - display Safe built-in

Board - notice Projector Screen

Flagpole

Cupboard - builtin

Work station divider

Strobe Lights

Pigeonhole With Credenza

Bookcase bolted to floor or wall

Rack Steel
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1 PURPOSE

The purpose of this policy is to set out general rules for the payment of subsistence and
travelling allowances or costs for the attendance of approved events outside the
municipal area of Overstrand.

2 OBJECTIVES OF THE POLICY
The objectives of this policy are as follows:
2.1 Ensure that municipal employees and Councillors adhere to procedures when arranging

for travel, lodging, meals and other expenses;

2.2 Ensure that municipal employees and Councillors are reimbursed for reasonable
expenses incurred for travel, conferences, meetings and meals as a result of conducting
authorized municipal business;

2.3 Ensure that payments made by the municipality are for the actual and necessary
expenses incurred for municipal business; and

2.4 Ensure that municipal employees and Councillors will receive reimbursements in a timely
manner.

3 LEGISLATIVE FRAMEWORK

This policy is developed and guided by the following:
3.1 South African Revenue Services (SARS)
3.2 Municipal Finance Management Act, 2003 (Act No. 56 of 2003)
3.3 South African Local Government Association (SALGA)
3.4 Remuneration of Public Office Bearers Act, 1998 (Act No. 20 of 1998)
3.5 Income Tax Act, 1962 (Act No. 58 of 1962).

This Policy must be read in conjunction with any of the Municipality’s approved related
policies, practices and standard operating procedures addressing specific issues
essential for a full understanding of this Policy and which are not dealt with adequately
herein.

4 SCOPE OF APPLICATION

4.1 This Policy is applicable to —
4.1

4.1

A all councillors of the Overstrand Municipality, and
.2 all officials of the Overstrand Municipality,

travelling on official business and as such are formal travellers of the Overstrand
Municipality.

IMPORTANT - No payments will be made to applicants for employment interviews in
terms of the scope of this policy.

5 DEFINITIONS
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For the purpose of this policy, except where clearly indicated otherwise, the words and
expressions set out below have the following meaning:-

“*Accounting Officer’

The person appointed by the Council as Municipal Manager in terms
of section 82 of the Municipal Structures Act, 1998 (Act 117 of 1998)
and as defined in the Municipal Finance Management Act, 2003 (Act
56 of 2003), including any person acting in that position or to whom
authority is delegated;

“Chief Financial Officer”

The person appointed in terms of section 80(2)(a) of the MFMA and
includes any person acting in that position or to whom authority is
delegated;

“Council”

The municipal council, as referred to in section 157 of the
Constitution of the Republic of South Africa, 1996; and section 18 (3)
of the Municipal Structures Act, 1998 (Act 117 of 1998)

“Councillor’

A member of the Overstrand Municipal Council.

“Executive Management
Team”

Officials appointed in terms of Section 82 of the Local Government
Structures Act, 1998 (Act 117 of 1998) (Structures Act) and section
56 of the Local Government Municipal Systems Act, 2000 (Act 32 of
2000).

“Executive Mayor”

The Executive Mayor of the Overstrand Municipality elected in terms
of section 55 of Municipal Structures Act, 1998 (Act 117 of 1998).

“Director’

An official appointed by the Council in terms of section 56 of the
Municipal Systems Act, 2000 (Act 32 of 2000) to head a Directorate
of the municipality

“Municipality”

Overstrand Municipality, established in terms of sections 12 and 14
of the Structures Act.

“Traveller’

Any councillor or official travelling away from his or her normal place
of domicile and employment on the official business of the
Overstrand Municipality

“Subsistence allowance”

A subsistence allowance is an amount of money paid by the
municipality to a traveller for expenditure incurred in respect of
personal subsistence and incidental costs (for example
refreshments, snacks, drinks and newspapers but excludes any
personal recreation, such as visits to a cinema, theatre or nightclubs
or sight-seeing.

“Travel Allowance”

A travel allowance is any amount paid to an employee in respect of
travelling expenses for business purpose.

“Partial sponsored trip”

Where a portion of the total cost is sponsored by a donor or third
party. (For the purposes of this policy such proportion of the total
cost of the trip to be included in the application forms).

6 GENERAL
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6.1

6.2

6.3

6.4

6.5

6.6

6.7

7.1
7.2
7.3

7.4

7.5

The contents of this policy will not be regarded as conditions of employment but as a re-
imbursement for travelling and subsistence expenditure incurred or deemed to be
incurred for the attendance of events for official purposes.

The Municipal Manager and any councilor must have the approval of the Executive Mayor
or his/her delegate for the attendance of events for which compensation is claimed. Any
staff member must have the approval of the Director or his/her delegate and any Director
must have the approval of the Municipal Manager or his/her delegate for the attendance
of events for which compensation is claimed. Claims are only payable if sufficient
provision is made for it on the budget.

Any claim must be submitted on the official claim form with the necessary vouchers
where specific expenses are claimed.

Any claim containing false information will lead to disciplinary steps being instituted and
payments thus made may be recovered from any money payable by the municipality to
the person who submitted the claim.

All efforts should be made to minimize the costs for the municipality i.e. by travelling
together in one vehicle, minimizing overnight stay where possible, etc.

a) Where several employees attend approved events, inclusive of meetings,
they must make arrangements for up to four (4) people to travel together
in_one vehicle.

b) Any deviation from paragraph (a) must be approved in writing by the
Director / Municipal Manager / Executive Mayor as the case may be,
prior to the date of departure, based on valid reasons as motivated in a
submission.

A claim for subsistence and travelling cannot be made at the municipality as well as
another institution for attending the same event. Such action shall lead to disciplinary
action.

Sufficient documentation must be attached to the application for the trip e.g., official
invitation, agenda or programme, itinerary, details of sponsor and amount, etc.

7 USE OF AIRLINES

For domestic trips both major and low-cost airlines may be utilised.
For international trips all major airlines may be utilised.

Preference will be given to airlines which operate direct flights between Cape Town and
the destination.

For special trips requiring the use of helicopters or chartered aircrafts, special
authorisation by the Executive Mayor or Municipal Manager or their delegated nominees
is required.

In all cases, the most economical airfare shall be paid for all members of the Council and
for officials of the municipality who travel by air abroad and within the boundaries of South
Africa to the airport closest to the authorised destination, plus the relevant first class rail,
motor coach or boat fare, or any reasonable combination thereof necessary to complete
the journey to the said destination; provided that, in the case of all members of the
Council and all Municipal officials, where there are:

7.5.1 Time constraints and/or when economy class flights are not available,
business class may be authorised by the Executive Mayor or Municipal
Manager or their nominees.

5|13
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7.5.2 Physical and /or medical reasons (supported by the submission of a
letter from a registered medical practitioner) why a member of council or
an official may not travel in economy class, the Executive Mayor or
Municipal Manager or their nominees may authorise travel by means of
business class.

8 USE OF VEHICLES

8.1 Hired Vehicles

8.1.1 Shall be applied for, quantified and paid for by the Municipality.

8.1.2 May only be obtained when the employee and / or Councillor is on
official municipal business where air travel was involved and other
modes of transport are not available, too costly or impractical.

8.1.3  Requires prior approval from the Responsible Official for employees and
the Executive Mayor / Speaker for Councillors.

8.1.4 May not be used for travel from the municipal offices.

8.1.5 Only travellers with a valid South African driver's licence may hire
vehicles; where the traveller who hires a vehicle, is not in possession of
such licence, he or she may be held personally liable for all damages
and may be subject to disciplinary action by Council; the responsibility
and related costs of obtaining an international driving permit, where
required, rests with the traveller.

8.1.6 Only “A” or “B” category vehicles may be rented, unless it is more cost-
effective to hire a more expensive vehicle, for example, when the
number of representatives involved could justify the hire of a micro-bus,
for groups of 5 (five) or more travellers. The latter to be approved in
advance by the Executive Mayor or Municipal Manager, according to the
provisions as provided for in 6.2.

8.1.7  For physically handicapped travellers who are only able to drive a
particular type of vehicle and those in possession of a driver's license
restricted to automatic vehicles: the most suitable vehicle.

8.1.8 Chauffeur driven vehicles may not be used. Employees and / or
Councillors who are unable to drive must utilize either a shuttle service
or another mode of public transport.

8.2 Private Vehicles

8.2.1 The boundaries of the Overstrand Municipality shall be used to determine payment
for travel outside such boundaries by means of private transport for officials who
are in receipt of a fixed transportation allowance, or where such an allowance has
been factored into the total cost of employment package of the official concerned.
In such cases, only the applicable cost per kilometer will be paid as updated from
time to time. Should the destination of the trip be outside the boundaries of the
Municipality, the distance for the cost per kilometer will be measured from place of
residence or place of work, whichever is the nearest to the place of the approved
event.

8.2.2 Employees in receipt of a fixed transportation allowance, travelling on
official municipal business within the boundaries of the Overstrand
Municipality but outside a radius of 15 km from their normal place of
work, will be reimbursed for such travelling at the prevailing AA-Running
Cost km tariff, calculated from their normal place of work.

8.2.3 Those employees who are not in receipt of a travel allowance shall be
reimbursed according to the latest prescribed SARS km tariff (currently
R3.18/km), calculated from their place of work or residence, which-ever
is the nearest to the place of the approved event.
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8.24

8.2.5

8.2.6

8.2.7

Those employees who are in receipt of an Essential User Transportation

Allowance shall be reimbursed in accordance with the applicable

Scheme. The travelling distance shall be calculated from their place of

residence.

Councillors using private transport outside the boundaries of the

Overstrand Municipality will be reimbursed according to the guidelines

issued by the relevant National Department as updated from time to

time.

A traveller who uses private transport shall be paid the lower of the

following two options:

8.2.6.1 Cash equivalent of the avoided air ticket cost, which would
have been paid in the event of air travel being the most
economical and practical means of transport; or

8.2.6.2 Actual cost per kilometre as determined according to the rate
applicable to the traveller,

on condition that such person may not claim subsistence costs for a

longer period than would have been applicable in the case of air travel.

A claim submitted by a councillor or a municipal official, when travelling

outside the municipal area of the Overstrand with private transport on

official municipal affairs, will be considered for re-imbursement, subject

to the following conditions:

8.2.7.1 that the trip is for an approved official event;

8.2.7.2 that no other municipal transport was available to officials not
in receipt of a transportation allowance at the time of the
travel, as confirmed with the Executive Mayor, relevant
Director or Municipal Manager;

8.2.7.3 that the use of private transport is pre-approved by the Mayor,
relevant Director or Municipal Manager.

9 DOMESTIC TRAVEL, SUBSISTENCE AND ACCOMMODATION

When travelling to a destination outside the boundaries of the Overstrand Municipality in
circumstances requiring absence from the office for longer than 24 hours, the following
may be utilised and claimed: (the time of departure from residence or office up until the
time of arrival back at residence or office shall be used for purposes of calculating the
length of absence):

9.1 Accommodation

9.1.1 Travellers who travel on the business of the municipality, where the business
unavoidably entails one or more nights to be spent away from home, may stay in a
hotel, motel, guesthouse or bed and breakfast establishment.

9.1.2

a) Where employees attend approved events, inclusive of

meetings, one or more nights to be spent away from home will

only be allowed in instances where the distance to the venue

exceeds 150 kilometers.

b) Any deviation from paragraph (a) must be motivated in writing
by the employee and must be approved in writing by the
Municipal Manager, prior to the date of departure, based on
valid reasons.

The actual cost of accommodation will be borne by the municipality,

subject to a maximum of 4-star rating for the accommodation itself in

respect of domestic travel. Where such accommodation is available, the
rate for a single room will be payable.

" ha
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9.1.3 If no such accommodation is available, higher rating accommodation
can be used subject to the prior written approval of the Municipal
Manager or the Executive Mayor, as applicable.

9.1.4 If a traveller stays with a relative or friend, no accommodation allowance
may be claimed, but the traveller may claim a subsistence allowance
per day as per this policy.

9.1.5 The location of the accommodation should not be more than 20 km from
the venue of the event, unless prior written approval is obtained from the
Municipal Manager or Executive Mayor.

9.1.6  Where .advance payments have to made to the establishment based on
“pro-forma” invoices in order to secure the reservation, it is the
responsibility of the traveling official(s) / councillor(s) to obtain the valid
Tax Invoice from the establishment on or before departure and to submit
it to the Creditor Section within 7 working days.

9.2 Subsistence Allowance and Meals

9.2.1 Subsistence Allowance
As per definition, Section 1 of this Policy.
9.2.2 Entitlement to a Subsistence Allowance
9.2.2.1 A traveller may claim a daily subsistence allowance as
provided for in this policy with the understanding that all
authorized personal expenses are covered by the subsistence
allowance. No further expenses, with the exception of certain
business expenses (see below), may be claimed.
9.2.2.2 A daily subsistence allowance will only be applicable where-

(i) official business unavoidably entails one or more nights
to be spent away from home, a subsistence allowance
as amended by SARS from time to time (currently R353
per day) will apply in respect of domestic travel; or

(ii) where the traveller will be on official business for a period
exceeding 8 hours, without being away from home for
one or more nights, an allowance as amended by SARS
from time to time (currently R109 per day) will apply in
respect of domestic travel;

(iii)No__daily subsistence allowance will be payable to
representatives that will be attending courses, training or
meetings where lunch will be provided, but without being
away from home for one or more nights.
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9.2.23 A traveller of the municipality must obtain approval for his or
her subsistence allowance, as provided for in this policy,
before embarking on any official trip.

9.2.24 No subsistence allowance will be paid, and no traveller will be
entitled to a subsistence allowance, if the trip or travel is not
related to the official business of the municipality. All travel on
business of the municipality must be approved as such before
a traveller is entitled to a subsistence allowance.

9.2.3 Claims for meals for official entertainment of guests by full-time
councillors and the executive management team are to be dealt with as
claims against the relevant “entertainment allowance” provision of the
relevant Cost Centre.

Where special circumstances exist which necessitate a deviation from the above
restrictions, the prior approval of the Executive Mayor or Municipal Manager,
as applicable, or their nominees are to be obtained.

10 MISCELLANEOUS EXPENSES

ltems that may be considered for approval, where expenditure is incurred within the
boundaries of the Republic of South Africa during a period of absence is as follows:-

10.1  Parking / Bus fares: Subject to proof of payment being provided;
10.2 Toll fees: Subject to proof of payment being provided;
10.3 Taxi fare: Subject to proof of payment being provided.

11 INTERNATIONAL TRAVEL, SUBSISTENCE AND ACCOMMODATION

11.1 When traveling in countries other than in South Africa on specially authorised
Municipal business, the expenses actually incurred for accommodation and
official transport will be payable.

11.2 The daily subsistence allowance is to cover all meals, transport for private use
and other incidental costs, this subsistence allowance for international travel will
be in accordance with SARS Foreign Travel 1.1 List of Daily Maximum amount
per Country, as amended by SARS from time to time.

11.3 No additional claim in respect of such costs will therefore be paid, except for
entertainment by full-time Councillors or the Executive Management Team, of
official guests, clients, potential clients, investors or potential investors which is
to be dealt with as “entertainment allowance” claims.

12 SPONSORED TRIPS

12.1  LOCAL SPONSORED TRIPS

12.1.1 A trip shall be regarded as sponsored when the full/ partial cost of the trip
is borne by an institution other than the Overstrand Municipality. Such
sponsored proportion of the total cost of the trip must be declared in the
application for the trip.

12.1.2 Travelling and Subsistence payable by the Overstrand Municipality will
be calculated as the difference between the amounts claimable per this
policy less the monetary value of the sponsored amounts.
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12.2 INTERNATIONAL SPONSORED TRIPS

12.2.1 A trip shall be regarded as sponsored when the full / partial cost of the
trip is borne by an institution other than the Overstrand Municipality.
Such sponsored proportion of the total cost of the trip must be declared
in the application for the trip.

12.2.2 Travelling and Subsistence payable by the Overstrand Municipality will
be calculated as the difference between the amounts claimable per this
policy less the monetary value of the sponsored amounts.

INSURANCE

13.1  Travellers, where the necessary travel and special leave forms have been duly
authorised by the delegated official, will be insured by the municipality in terms
of its current approved policies, practices and standard operating procedures.

The insurance shall cover, inter alia, the following:

13.1.1 medical expenses and assistance services;

13.1.2 personal accident, including death and disability, as well as repatriation
and evacuation;

13.1.3 luggage;

13.1.4 travel documents;

13.1.5 personal liability; and

13.1.6 cancellation, curtailment, and default on travel and accommodation.

13.2 Insurance cover is only for the period that the traveller is away from home or
place of work on a trip relating to municipal business.

13.3 Private vehicles and contents thereof will not be covered under this Policy.

13.4 Hired vehicles are automatically covered for both Super Waiver Damage and

Theft by the vehicle rental company.

GIFTS AND PROMOTIONAL GOODS

14.1  Where appropriate, the traveller may give gifts.

14.2 The gifts in question shall be provided by the municipality, through the
appropriate department.

14.3 Suitable promotional and marketing products shall be supplied, on request, by
the appropriate department of the Municipality.

AUTHORISATION

15.1 For purposes of implementing this policy:

15.1.1 Only the Municipal Manager may authorize any travel to be undertaken
by Directors, provided the expenses to be incurred are on the approved
budget of the relevant department. Claims by other officials to be
authorized by directors concerned.

15.1.2 Only the Executive Mayor may authorize any travel to be undertaken
by Holders of Public Office and the Municipal Manager, provided the
expenses to be incurred are on the approved budget of the municipality.

15.1.3 Only Directors may authorize any travel to be undertaken by employees
in the respective Directorate, provided the expenses to be incurred are
on the approved budget of the municipality.

10
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16

17

18

19

20

15.1.4 Authorization as per paragraph 16.1.1, 16.1.2 and 16.1.3, must be
obtained prior to an occasion by any traveller who travels on the
business of the municipality.

15.2 An invitation to attend a workshop, meeting or related event is not an automatic
authorization to attend such workshop or event. The required authorization must
still be obtained from the Municipal Manager or Executive Mayor or Director as
the case may be.

COUNCIL DELEGATES

Municipal delegates or travellers to any conference, workshop or meeting must ensure
that they arrive on time and attend until the conclusion of such event. If any traveller
fails to do so, the Executive Mayor, the Municipal Manager or Director, as the case may
be, may recover all allowances and disbursements paid to enable such delegate or
traveller to attend such event, provided that such delegate or traveller is afforded the
opportunity to submit reasons for not being able to be present from the commencement
to conclusion of such event.

OTHER

17.1  Accommodation, flights and vehicle rental arrangements will be based on the
most cost effective option in relation to the proximity of the venue, ftraffic,
availability and other cost factors. Due to impracticality, the stipulations of the
Supply Chain Policy may be disregarded in this matter, based on compliance to
before-mentioned most cost effective considerations.

17.2 In the event of payments made by officials for traveling and accommodation,
refunds will only be made on condition that the expense was pre-approved in
accordance with the stipulations of this policy and that all aspects of this policy
have been complied with.

AUTHORITY

Any deviation from this policy for whatsoever reason must be authorized by the
Municipal Manager.

TRAVEL AND SUBSISTENCE ALLOWANCE CLAIM FORM

The official Travel and Subsistence Allowance claim form, as prescribed by Chief
Financial Officer must be used with regard to Travel and Subsistence Allowance
applications.

IMPLEMENTATION AND REVIEW PROCESS

This policy will come into effect on 1 July 2016;

This policy will be reviewed at least annually or when required by way of a Council
resolution.

11
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SHORT TITLE

This policy shall be called the Travel and Subsistence Policy of the Overstrand
Municipality.

POLICY SECTION: SENIOR MANAGER: EXPENDITURE AND ASSET MANAGEMENT
CURRENT UPDATE 25 MAY 2016

PREVIOUS REVIEW 28 MAY 2015

PREVIOUS REVIEW 28 MAY 2044

PREVIOUS REVIEW 29 MAY 2013

PREVIOUS REVIEW 30 MAY 2012

PREVIOUS REVIEW 04 MAY 2011

APPROVAL BY COUNCIL 26 MAY 2040

APPROVAL BY EXECUTIVE MAYOR: | 10 DECEMBER 2004

12
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EXS!
1. INTRODUCTION
The accounting officer of a municipality is responsible for the management of the
expenditure of the municipality in an effective and controlled manner. This
includes Petty Cash, which is a small amount of funds that are minor in the form
of cash, used for expenditure where it is impractical to obtain prior quotations due
to the nature of the goods, monitory value and / or services required.
Therefore the Overstrand Municipality adopts the following Petty Cash Policy.
2, OBJECTIVES OF THE POLICY
Compliance with the regulatory framework in terms of the relevant legislation is
required. The objectives of the policy are to ensure that:
a) Goods and / or services are procured by the municipality in accordance with
an authorised process only;
b) The municipality has and maintains an effective Petty Cash system of
expenditure control;
c) Sufficient Petty Cash is available when required; and
d) The items to be procured are approved Petty Cash items.
3. REGULATORY FRAMEWORK
a) Local Government: Municipal Finance Management Act, No 56 of 2003
(MFMA)
b) Overstrand Supply Chain Management Policy
4. DEFINITIONS
Accounting Officer: The person appointed by council in terms of section 54A2 of

the Local Government: Municipal Systems Act, No 32 of
2000, also known as the Municipal Manager, and defined in
terms of section 60 of the MFMA.

Chief Financial Officer: The person designated in terms of section 80(2)(a) of the

MFMA and includes any person acting in that position or to
whom authority is delegated.

Petty Cash: A relatively small amount of cash kept at hand for making
immediate payments for miscellaneous small expenses.

Petty Cash Float: The total sum of Petty Cash which has been granted to a
Petty Cash Officer.

Petty Cash Officer: An employee, made responsible for the day-to-day operating

of the Petty Cash Float.

Reconciliation: Is the process of comparing information, for example cash

spent, compared with the relevant documentation and
receipts.
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Sub-advances: A relatively small amount of cash made available by the Petty
Cash Officer on request to buy miscellaneous small items.

5. RESPONSIBILITY AND ACCOUNTABILITY
The key responsibilities in terms of Section 65 of the MFMA are:
Accounting Officer (Municipal Manager)-

5.1 The accounting officer of a municipality is responsible for the management
of the expenditure of the municipality.

5.2 The accounting officer must for the purpose of paragraph 5.1 take all
reasonable steps to ensure:

(a) that the municipality has and maintains an effective system of
expenditure control, including procedures for the approval,
authorisation, withdrawal and payment of funds;

(b) that the municipality has and maintains a management, accounting and
information system which:
(i) recognises expenditure when it is incurred;
(i) accounts for creditors of the municipality; and
(iii) accounts for payments made by the municipality;

(c) that the municipality has and maintains a system of internal control in
respect of creditors and payments;

(d) that payments by the municipality are made:
(i) directly to the person to whom it is due unless agreed otherwise

for reasons as may be prescribed; and
(i) either electronically or by way of non-transferable cheques,
provided that cash payments and payments by way of cash

cheques may be made for exceptional reasons only, and only up
to a prescribed limit;

The Municipal Manager may delegate authority to the Chief Financial Officer.

6. PETTY CASH POLICY

6.1 General Policy

(a) The use of a petty cash float (a float may not exceed R2000-00) is
strictly confined to individual cash purchases of up to a maximum
of R200-00. The Chief Financial Officer may approve petty cash
purchases up to R2000;

(b) The petty cash float is only to be used for non-recurring expenditure of
an ad-hoc nature with a maximum of 10 sub-advances per Department
per month;

(c) The expenditure with regard to petty cash purchases shall not be

deliberately split into more than one transaction to avoid the said
limit;



(c)

(d)

(e)

(f)
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The petty cash float is not to be used for any of the following:

(i)  the cashing of cheques;

(i) loans to any person whatsoever;

(i) payment of personal remuneration to any person whatsoever,
whether for fees, salaries, wages, travel allowance as part of
remuneration, honorarium or other reason, unless authorized by
the Chief Financial Officer;

(iv) for instalment invoices such as rental of equipment or open
orders, even if the amount falls within the specified limit;

(v) fuel;or

(vi) any purchase violating the true meaning of petty cash
transactions will be regarded as a deviation from the accepted
accounting practices in the use of Petty Cash and shall
constitute a serious offence under the Disciplinary Code, unless
authorized by the Chief Financial Officer;

Other cash floats may also be established for the purpose of providing
change for a cash register, or any other purpose approved by the Chief
Financial Officer. Use of such floats is restricted to the purpose for
which they were established and does not form part of the scope of
this policy;

The Senior Manager: Expenditure & Asset Management must on a
monthly basis, and in a format prescribed by the Chief Financial
Officer, distribute a summary of all petty cash reimbursement forms for
that month to all Directors who must confirm thereon the enforcement
of rotation of suppliers; and

The Accounting Officer, or delegated official, may conduct internal
audits to evaluate compliance with this policy.

6.2 Establishing and Operating a Petty Cash Float

(a)

(b)

(c)

(d)

(e)

To establish a new petty cash float or increase an existing advance, a
written application must be made to the Chief Financial Officer by the
relevant Manager of a department.

A request for the establishment of an advance will indicate the position
of a senior administrative employee to be held responsible for the
control over the petty cash float within the relevant department.

The senior administrative employee mentioned under paragraph 6.2(b)
will be responsible for the security and leave arrangement in place to
ensure safe custody of funds in the office.

The minimal security arrangement that will be acceptable is that the
float must be kept in a locked box which will be kept in a locked filing
cabinet or safe.

When an advance is approved, the Accountant: Creditors will advise
the relevant Department accordingly and request that the senior
administrative employee mentioned under paragraph 6.2(b) collect the
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advance. This establishing/initial advance will be charged to a "Petty
Cash Advances — Position/Dept” in the General Ledger and not
against any expenditure votes. A register of advances is thus
maintained per Ledger Account for the purpose of accounting for all
petty cash floats.

6.3 Security of Petty Cash Floats and Documentation

(a) The cash on hand and used petty cash vouchers are to be kept in a
locked box for which there must be two keys. One key is to be retained
by the petty cash officer (on his / her person) normally responsible for
the petty cash and the other to be kept by a senior administrative
employee mentioned under paragraph 6.2(b) in a sealed envelope in
the office safe or other secure place, to be used only in an emergency.

(b) The locked petty cash box must be kept in a secure place when not in
use and must be removed and returned by the responsible staff
member only. At no stage must staff other than the responsible
administrative / clerical staff member have access to the storage place
of the petty cash box.

(c¢) Under no circumstance are keys to be left in the lock to the petty cash
box, cabinet or safe.

(d) If the responsible Petty Cash Officer is either going on leave or is
leaving the Municipality's employment, the Petty Cash Officer must
perform a reconciliation and compile a Summary Claim Cover Page,
before possession of Petty Cash, can be handed over.

The Summary Claim Cover Page must be signed by both the Petty
Cash Officer and the recipient in order to verify that the amount in cash
correspond with the balance on the Summary Claim Cover Page.

When the Petty Cash is returned to the Petty Cash official, the same
processes must be undertaken.

6.4 Completing a Cash Purchase Claim Form

(a) Petty cash stationery is available from the Expenditure Section
(Financial Services). The form consists of two parts:
(i) Cash Purchase Claim page
(i) Cash Purchase Record page
(i) Receipt for cash advance (Only when appropriate, refer
paragraph on Advances).

(b) All details entered on the Cash Purchase Claim must appear on the
Cash Purchase record page.

(c) The Cash Purchase Claim must be completed as follows:
(i) description and cost of the goods/services purchased
(i) purchaser's signature
(iii) correct vote number with an adequate budget to be charged
(iv) signature of the Officer in Charge of Petty Cash.
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(d) Original receipts and other valid documentation as required must be
attached as proof of payment with the signature of an appropriate
financial delegate on this documentation. The receipt and invoice must
be in a formal business format. Receipts must set forth the complete
description of the purchase. When a vendor’s printed invoice is used
as a receipt, the invoice must clearly indicate that it has been paid.

(e) A financial delegate cannot authorise a cash purchase claim where he
or she is the purchaser.

Sub-Advances to Staff Members

(a) If it is necessary to make an initial sub-advance to a staff member, a
receipt for cash advance must be completed. The receipt for cash
advance form must be completed as follows:

(i) description and estimated cost of the goods/services purchased,;
(i) purchaser's signature;

(i) correct vote number with an adequate budget to be charged,;
(iv) signature of the Petty Cash Officer.

(b) In order to receive an initial sub-advance, the relevant staff member
must submit an approval notice (authorized by a delegated official) to
the Petty Cash Officer.

(c) On completion of the purchase, the recording-, documentation- and
authorization requirements will be as stated in paragraph 6.4.

(d) All such sub-advances will be accounted for within 24 hours, by
submitting original receipts and other applicable documentation
required, attached as proof of payment (with the approval signature on
the documentation). Where this cannot be achieved, the buyer will be
liable to pay back the advance without any delay or if not possible,
such advance to be deducted from the individual's salary and of which
the individual agrees in writing to the deduction when completing the
receipt for cash advance form.

(e) No more than one advance will be made to any one individual at a
time.

Out-of-Pocket Payments

(a) Where a staff member has made a purchase from own funds and
seeks reimbursement from the petty cash, supporting documentation
must be provided to substantiate the claim.

(b) The responsibility to ensure that the purchase will be in accordance
with all the prescriptions of this policy will be the sole responsibility of
the purchaser of such item(s).

(c) The recording-, documentation- and authorization requirements will be
as stated in paragraph 6.4 above.
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6.7 Reimbursement of Petty Cash Floats

(a) A petty cash float is operated on the basis that expenditure from the
float is periodically reimbursed. Such reimbursement requires-
(i) returning the cash level of the petty cash float to its original level,
and,;
(i) charging the expenditure which has been made to the correct
expenditure vote.

(b) Accordingly, at any point of time, the sum of the cash on hand, i.e.
remaining unspent, plus the cash advances for un-finalised purchases,
plus the completed cash purchase claim forms, updated on the
Summary Cash Purchase Claim form, shall equal the level of the petty
cash advanced to a Department.

(c) Completed Cash Purchase Claim forms, with attached cash register
slips, etc., must be submitted to the Expenditure Section for
reimbursement after the Summary Claim Cover Page and attached
documentation have been authorised by a financial delegate.

(d) Reimbursement of claims where supporting documentation as
prescribed in this policy is absent / missing, must be declined.

() The prescribed Summary Cash Purchase Claim Form as well as other
relevant forms attached to it must be completed in full.

(f)  The most recently completed Cash Purchase Claim Form must record
the reconciliation of the petty cash float. The Accountant: Creditors will
decline reimbursement of claims where this is not supplied.

(g) A petty cash float must never be reimbursed with funds derived from
any other source whatsoever.

6.8 Shortages and losses

(a) The holder of the Petty Cash float will be held accountable for any
shortages and / or losses unless there is physical evidence of breaking
in and no act or omission on the part of the relevant official contributed
to the loss.

(b) Any shortages in respect of a petty cash float must be reimbursed
immediately by the responsible petty cash officer.

(c) Where a petty cash float is stolen the incident must be promptly

reported to the Chief Financial Officer in the required format and a
case be logged at the South African Police Services.

6.9 Internal Controls
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(a) Random surprise Petty Cash counts / audits must be conducted by the

relevant Manager / Senior Manager throughout the financial year.

(b) Petty Cash Float reimbursement requests must be summarized into a
monthly report to the Chief Financial Officer, including the total amount
of Petty Cash purchases for that month.

(c) Petty Cash reconciliations to the General Ledger must be reconciled

and replenished before 30 June of every year (financial year-end).

6.10 Procedure where a Petty Cash Float is Repaid / Cancelled

When an advance is no longer required, a departmental memorandum must
be submitted, signed by the Manager of the relevant Department, to the
Accountant: Creditors, with the balance of cash on hand and completed and
authorized Cash Purchase Claim forms. The most recently completed Cash

Purchase Claim form will record the reconciliation of the petty cash float.

The Cashier must issue a receipt to the person delivering the cash.

IMPLEMENTATION AND REVIEW PROCESS

This policy will come into effect on 1 July 2016;

This policy will be reviewed at least annually or when required by way of a

Council resolution.

SHORT TITLE

This policy shall be called the Petty Cash Policy of the Overstrand Municipality.

POLICY SECTION: SENIOR MANAGER: EXPENDITURE AND ASSET MANAGEMENT
CURRENT UPDATE: 25 May 2016
PREVIOUS REVIEW 28 May 2015
PREVIOUS REVIEW 28 May 2014
PREVIOUS REVIEW 29 May 2013
PREVIOUS REVIEW 30 May 2012
PREVIOUS REVIEW 04 May 2011
APPROVAL BY COUNCIL: | 26 May 2010
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PURPOSE

The purpose of the policy is to regulate the date on which Councillors and
Employees of the Overstrand Municipality will receive their remuneration and / or
allowances.

OBJECTIVES OF THE POLICY

The objectives of this Policy are to:-

a) Establish a consistent payment routine for the payment of remuneration and /
or allowances; and

b) Provide information as to when remuneration and / or allowances will be paid.

LEGISLATIVE FRAMEWORK

This Policy must be read in conjunction with the:-

a) Remuneration of Public Office Bearers Act (Act 20 of 1998, as amended);
b) Basic Conditions of Employment Act (Act 75 of 1997, as amended); and
c) Organisational Rights Collective Agreement (as amended)

SCOPE OF THE POLICY

This Policy applies to all:-

a) Councillors;

b) Permanent employees;

c) Contractual employees;

d) Temporary employees; and
e) Seasonal workers.

POLICY PRINCIPLES

5.1 Councillors and Permanent employees
a) For newly elected Councillors and newly appointed permanent
employees, payday for the first month will be on the last working day
of the month;
b) Thereafter, payday will be on the 25" day of each month, or the last
working day before the 25" should the 25" day of the month fall on a:-
Saturday;
Sunday
Monday;
Public Holiday; or
Day after a public holiday.
c) For the month of December in every year, payday will be three (3)
working days before the 25" with the exception of circumstances as
set out in paragraphs 5.1(a), 5.1(b) and 5.1(d).
d) For outgoing Councillors and resigning / dismissed / retiring
permanent employees, payday for the last month will be on the last
working day of the month.
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5.2 Contractual employees
Payday for Contractual employees will be on the last working day of every
month, unless otherwise specified within their employment contract, but no
later than 7 working days after the last day on which work was performed.

5.3 Temporary employees and Seasonal workers
Temporary employees and Seasonal Workers will, as far as possible, be
paid on a weekly, fortnightly or monthly basis, as specified in their
appointment letters, within 7 working days after the last day on which work
was performed as per their timesheets.

IMPLEMENTATION AND REVIEW PROCESS
This policy will come into effect on 1 July 2016;

G Y

This policy will be reviewed at least annually or when required by way of a

Council resolution.

SHORT TITLE

This policy shall be called the Payday Policy of the Overstrand Municipality.

POLICY SECTION: SENIOR MANAGER: EXPENDITURE AND ASSET MANAGEMENT
CURRENT UPDATE: 25 MAY 2016

PREVIOUS REVIEW 28 MAY 2015

PREVIOUS REVIEW 28 MAY 2014

APPROVAL BY COUNCIL: 28 November 2000 (Resolution)
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SUPPLY CHAIN MANAGEMENT POLICY - PART A o \qQ

PART A
This Policy consists of two parts:

Part A is the Supply Chain Management Policy, adopted in terms of section 111 of the Local Government:
Municipal Finance Management Act, No. 56 of 2003 and the Municipal Supply Chain Management Regula-
tions, Notice 868 of 30 May 2005;

and

Part B is the Preferential Procurement Policy, adopted in terms of section 2 of the Preferential Procurement

Policy Framework Act, No. 5 of 2000 and the Preferential Procurement Regulations, 2011.
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MUNICIPAL SUPPLY CHAIN MANAGEMENT POLICY
LOCAL GOVERNMENT: MUNICIPAL FINANCE MANAGEMENT ACT, 2003

The Council of the Overstrand Municipality resolved on 25 June 2008 in terms of Section 111 of the Local
Government: Municipal Finance Management Act (no. 56 of 2003) to adopt the following as the Supply

Chain Management Policy of the municipality.
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POLICY STATEMENT AND OBJECTIVES

Section 111 of the Local Government: Municipal Finance Management Act, 56 (MFMA) requires each

municipality and municipal entity to adopt and implement a Supply chain Management Policy, which give
effect to the requirements of the Act.

In addition, the Preferential Procurement Policy Framework Act requires an Organ of State to determine
its Preferential Procurement Policy and to implement it within the framework prescribed.

The objectives of this Policy are:

1) to give effects to section 217 of the Constitution of the Republic of South Africa by implementing a
system that is fair, equitable, transparent, competitive and cost effective;

2) to comply with applicable provisions of the Municipal Finance Management Act including 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 and regulations per-
taining thereto; and

3) to acknowledge the provisions of:

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

b) The Competitions Act 1998 (Act No. 89 of 1998)

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

d) the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003);
e) the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003):
f) the Local Government: Municipal Structures Act, 1998 (Act No. 117 of 1998);

g) the Local Government: Municipal Systems Act, 2000 (Act No 32 of 2000);

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

i) the Prevention and Combating of Corrupt Activities Act, 2000 (Act No. 12 of 2004);

j) the Promotion of Administrative Justice Act, 2000 (Act No. 3 of 2000)
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1 Definitions

In this Policy, unless the context otherwise indicates, a word or expression to which a meaning has been
assigned in the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003) has
the same meaning as in the Act, and —

“Accounting Cfficer”

“Act” or "MFMA®
“husiness day”

"CFO"
“CioB"
“cfose family member”

“closing date”
"competitive bidding
_ process”

| “competitive bid"
“Construction Works”

‘Consuftant”
“contract”

“Confract Owner”

Budget Holder

“day(s} n
‘defegation”

l “director”
| "emergency”

L

‘emerging enterprise

! ‘essential commurnity
services”

|

] means a person appointed by the Municipality in terms of Section 82 of the Lacal Government: Munic-
" ipal Structures Act. 1998 {Act No. 117 of 1998} and who is the head of administration and also the
Municipal Manager for the Municipality.

. means the Local Government: Municipal Finance Management Act, 2003 (Act No. 58 onéDB}:;' -

means any day of the week except Saturday, Sunday and public holidays as determined in the Public |
Holidays Act, 1884 {Act No. 38 of 1994}

means Chief Financial Officer of the Municipality or Director of Finance in this instance;
means Construction Industry Development Board

means:

a) spouse or parner
b) parent

¢)  children

means the time and day specified in the bid doguﬁgﬁtls_éqﬁjp@dggrﬁsement of the receipt of bids.

means a competitive bidding process referred to in clause 12{1){e) of this Policy,

_ means abid in terms of a compefiive bidding process;

means any work in connection with:

a)the erection, maintenance, alteration, renovation, repair, demolition or dismantling of or addition to &
building or any similar structure,

b)the instaliation, erection, dismaniiing or maintenance of a fixed plant;

¢} the construction, maintenance, demalifion or dismanting of any bridge, dam, canal, road, railway,
sewer or water reticulation system or any similar civil engineering structure; or

d}the moving of earth, clearing of land, the making of an excavation, piling or any similar type of work.

means a person or entity praviding services requiring knowledge based expertise

means the agreement that results from the acceptance of a bid by the Municipality,

means the d.epu-tir' d"ireét.or.,. senior manager or manager, as the case may be, that is ulimately ac-
countable for all activities during the life cycle of the contract. The Contract Owner can also he seen

as the Budget holder. 1

Means the parsonfs accountable for expenditure from, and income to, particular budget. Each budget
holder is responsible for the contral of hisher budget and for the general financial administration of
hisfher area of responsibility. The Budget Holder is responsibie for to authorise expenditure from their
hudget, up to a tatal of their budget allocation

Means calendar days unless the context indicates otherwise,

in relation to a duty, includes an instruction a request to perform, or to assist in performing the duty.
means a manager raferred to in section 56 of the Municipal Systems Act,

an emergency is an unforesesable and sudden event with harmful or potentially harmful conseguenc-
es for the municipality which raquires urgent action to address.

means an enterprise which is owned, managed and conirolled by previously disadvantaged peE;c.m—&‘:_
and which is overcoming business impediments arising from the legacy of apartheid.

1997, Government Gazette number 18276 of 12 September 1997, Government Gazette number
18439 of 21 November 1897, Govermnment Gazelte number 18761 of 27 March 1998, Government ‘
Gazette number 22670 of 21 September 2001; Government Gazette number 27104 of 24 December |
| 2004: Government Gazette number 28076 of 28 July 2006, Government Gazette number 29987 of 22 ‘
| June 2007; Government Gazette number 30805 of 29 February 2008:

l. Municipal traffic services and palicing.
L Municipal health,
| . Municipal security.

IV, Supply and distribution of water,
] V. Generation, fransmission and distribution of power.
VIi.  Fire fighting.
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XXV The following parts of sanitation services: ’
| a] Maintenance and operation of water borne sewerage systems, including pumping stations and \
‘ the control of discharge of industrial effluent into the system;

Maimtenance and operation of sewerage purification works;

Collection of refuse of an organic nature;

Collection of infectious refuse from medical and veterinary hospitals or practices;

Collection and disposal of refuse at a disposal site,

1] LT =

[
Ll

f] Collection of refuse left uncollected for fourteen {14} days or longer, including domestic refuse \

and refuse on public roads and open spaces. |

“final award” in relation fo bids or quotations submitted for & contract means the final decision on which a bid or |
quecte is accepted,

4|;

“financial interest” means where a municipal staff member is a close family member of a person who is the owner, part

ner, principal shareholder or member, manager or who serves on the board of directors, efc of a ten- |
dering enterprise;

| “financial year’ _means a twelve m_gnth penod endmg 30 June of everyyear. - i|
‘ ;Zgr;;e;;ovggtten price means quotations referred to in clause 12{1){d) of this Policy;
| J:::ées;z g ;y Chain Any post in the approved organisational stru?“ture to ‘whcﬁ the entire SCM Unit repoisio funchona!y B
‘ “IDP* means Integrated Development Plar Plan o '
“in the service of the means fo be -
| state” ‘ a member of —
any municipal council;
i | b any provincial legislature; or
‘ ‘ c) the National Assembly ar the National Council of Provinces;
a member of the board of directors of any municipal entity;
| ‘ e} an official of any municipality or municipal entity;
an official of any national or provincial department, national or provincial public entity or institution
| within the meaning of the Public Finance Management Act, 1899 (Act No.1 of 1893);
| gy amember of the accounting authority of any national or provincial public entity; or
| | h) an employee of Parliament or a provincial legislature; - |
‘ “long term contract” means a contract with a duration period exceeding one year, !
“list of accredited pro- | 'means the list of accredited prespective providers which the Overstrand Municipality must keep in
spective providers” terms of clause 14 of this policy, - B
“municipality” means the Overstrand Municipality; -
“notice boards” means the officiat notice boards at the municipal offices and libraries;
“other applicable legis- | means any cther legislation applicable to municipal supply chain management, including - <‘
lation” a) the Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000},
b} the Broad-Based Black Econgmic Empowerment Act, 2003 {Act No. 53 of 2003};
| ¢y the Construction Industry Development Board Act, 2000 {Act No.38 of 2000);
| d) the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003},
e] the Local Government: Municipal Systems Act, 2000 (Act No 32 of 2000); |
‘ fi  the Local Government: Municipal Structures Act, 1998 {Act No. 117 of 1998, |
g} the Prevention and Combating of Corrupt Activities Act, 2000 {Act No. 12 of 2004);
‘ h}  the Local Government, Municipal Finance Management Act, 2003 {Act No. 56 of 2003): Municipal
Supply Chain Management Regulations;
i} the Preferential Procurement Regulations, 2011
j}  The Competitions Act 1398 (Act No. B9 of 1558) - J
“Policy” | means the Supply Chain Management Policy of the Overstrand Municipality;
| “quotation” | means a stated price that a supplier expects to receive for the provision of specified services, works of |
| goods;,
: ‘Regulations” means the Local Government; Municipal Finance Management Act, 2003, Municipal Supply Chain |

| Management Regulations published by Government Notice 868 of 30 May 2005,
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“SDBIP” means Service Delivery and Budget Implementation Plan;
“single provider” Sole supplier- One and Only (Alone of its kind) Supplier (Oxford Dictionary). If such goods or services
are produced or available from a single provider only. There is no competition and only one provider
exists in South Africa (for example, sole distribution rights);
“small business” means a separate and distinct business entity, including cooperative enterprises and non-

governmental organisations, managed by one owner or more which, including its branches or subsidi-
aries, if any, is predominantly carried on in any sector or sub-sector of the economy mentioned in col-
umn | of the Small Business Classification Schedule, and which can be classified as a micro-, a very
small, a small or a medium enterprise by satisfying the criteria mentioned in columns 3,4 and 5 of the
Schedule opposite the smallest relevant size or class as mentioned in column 2 of the Schedule.

“supply chain manage-

includes the Chief Financial Officer and the Head: Supply Chain Management;

ment practitioners”

“survivalist enterprise” | means a business set up by people unable to find a paid job or get info an economic sector of their
choice. Income generated from these activities usually falls far short of even a minimum income
standard, with little capital invested, virtually no skills training in the particular field and only limited
opportunities for growth into a viable business. This category is characterised by poverty and the at-
tempt to survive,

‘tender” means a ‘bid’ or a ‘quotation’ in relation to a “Tender Box”;

“tender box” means the specified tender box at the offices of Overstrand Municipality, Magnolia Avenue, Herma-
nus.

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

“validity period” means the period for which a bid is to remain valid and binding as stipulated in the relevant tender

______ document.
t;’gggfn or verbal quota- means quotations referred to in clause 12(1)(b) & (c) of this Policy.

Reckoning of number of days: When any particular number of days is prescribed for the doing of any act, or for any other pur-
pose, the same shall be reckoned exclusively of the first and inclusively of the last day, unless the last day happens to fall on a
Sunday or on any public holiday, in which case the time shall be reckoned exclusively of the first day and exclusively of every
such Sunday and public holiday.

Words importing the singular shall include the plural and vice versa and words importing the masculine gender shall include fe-
males and words importing persons shall include companies, closed corporations and firms, unless the context clearly indicates

otherwise.

All amounts / limits stated in this document shall be deemed to be inclusive of Value Added Tax (VAT).
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CHAPTER 1: IMPLEMENTATION OF SUPPLY CHAIN MANAGEMENT POLICY
2 Supply Chain Management Policy

1)

2)

3)

All officials and other role players in the Supply Chain Management system of the Municipality must
implement this Policy in a way that —
a) gives effectto —

(i) section 217 of the Constitution; and
(i) Part 1 of Chapter 11 and other applicable provisions of the Act;
(iii)y Regulations pertaining to Supply Chain Management.
b) is fair, equitable, transparent, competitive, cost effective. and complies with —
(i) the Regulations; and

(i) any minimum norms and standards that may be prescribed in terms of section 168 of the
Act;

c) is consistent with other applicable legislation;

d) does not undermine the objective for uniformity in Supply Chain Management Systems between
organs of state in all spheres; and

e) is consistent with national economic policy concerning the promotion of investments and doing
business with the public sector.

This Policy applies when the Municipality —
a) procures goods or services;
b) disposes of goods no longer needed;

c) selects contractors to provide assistance in the provision of municipal services including circum-
stances where Chapter 8 of the Municipal Systems Act applies.

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

This Policy, except where provided otherwise, does not apply in respect of:
a) the procurement of goods and services contemplated in section 110(2) of the Act, including —

(i) water from the Department of Water Affairs or a public entity, another municipality or a mu-
nicipal entity; and

(i) electricity from Eskom or another public entity, another municipality or a municipal entity.

3 Adoption, Amendment and Implementation of the Supply Chain Management Policy

1)

2)

3)

4)

The Accounting Officer must —
a) atleast annually review the implementation of this Policy; and

b) when the Accounting Officer considers it necessary, submit proposals for the amendment of this
Policy to Council.

If the Accounting Officer submits proposed amendments to Council that differs from 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 Treasury and the Provincial Treasury.

When amending this supply chain management policy the need for uniformity in supply chain prac-
tices, procedures and forms between organs of state in all spheres, particularly to promote accessi-
bility of supply chain management systems for small businesses must be taken into account.

The Accounting Officer must in terms of section 62(1)(f)(iv) of the Act, take all reasonable steps to
ensure that the municipality implements the supply chain management policy.

4 Delegation of supply chain management powers and duties

1)

Council hereby delegates all powers and duties to the Accounting Officer which are necessary to
enable the Accounting Officer —
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2)

3)

4)

a) to discharge the supply chain management responsibilities conferred on Accounting Officers in
terms of —

(iy Chapter 8 or 10 of the Act; and
(i) this Policy;
b) to maximize administrative and operational efficiency in the implementation of this Policy;

c) to enforce reasonable cost-effective measures for the prevention of fraud, corruption, favouritism
and unfair and irregular practices in the implementation of this Policy; and

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

Section 79 of the Act applies to the sub delegation of powers and duties delegated to the Accounting
Officer in terms of sub-clause (1).

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.

This clause may not be read as permitting an official to whom the power to make final awards has
been delegated, to make a final award in a competitive bidding process otherwise than through the
committee system provided for in clause 26 of this Policy.

Sub-delegations

1)

2)

3)

4)

5)

6)

The Accounting Officer may in terms of section 79 of the Act sub-delegate any supply chain man-
agement powers and duties, including those delegated to the Accounting Officer in terms of this Pol-
icy, but any such sub-delegation must be consistent with sub-clause (2) of this clause and clause 4
of this Policy.

The power to make a final award —
a) above R10 million (Incl. VAT), may not be sub-delegated by the Accounting Officer;

b) above R200,000 (Incl. VAT), but not exceeding R10 million (Incl. VAT) may be sub-delegated,
but only to a bid adjudication committee of which the Chief Financial Officer is the chairperson
and directors are members;

c) below R200,000 (Incl. VAT) may be sub-delegated as per Council's delegations, attached as
Annexure A, pertaining to the procurement of goods and services.

An official or bid adjudication committee to which the power to make final awards has been sub-
delegated in accordance with sub-clause (2) must within three (3) business days of the end of each
month submit to the official referred to in sub-clause (4) a written report containing particulars of
each final award made by such official or committee during that month, including—

a) contract numbers and description of goods, services or infrastructure projects;
b) the name of the person to whom the award was made;

c) the B-BBEE level of contribution claimed,;

d) the amount of the award; and

e) the reason why the award was made to that person.

A written report referred to in sub-clause (3) must be submitted to the Accounting Officer, in the case
of an award by a bid adjudication committee of which the Chief Financial Officer and directors are
members.

a) The awards scheduled must be published on Council's website in terms of Section 75(g) of the
Act).

Sub-clauses (3) and (4) of this policy do not apply to procurement out of petty cash or written quota-
tions below R2,000 (Incl. VAT).

This clause 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 clause 26 of this Policy. Also refer to clause 4(4) and
5(2)(a) of this Policy.

Page 11 of 42



OVERSTRARYIBUNICIPALITY 12y 2
SUPPLY CHAIN MANAGEMENT POLICY - PART A

7)

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

Oversight role of council

1
2)

3)

4)

Council must maintain oversight over the implementation of this Policy.
For the purposes of such oversight the Accounting Officer must —

a) within 22 business 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

b} Whenever there are serious and material problems in the implementation of this Policy, immedi-
ately submit a report to Council.

The Accounting Officer must, within six (6) business days of the end of each quarter, submit a report
on the implementation of the supply chain management policy to the mayor of the municipality.

The reports must be made public in accordance with section 21A of the Local Government Municipal
Systems Act 32, 2002.

Supply Chain Management Unit

1)

2)

The Overstrand Municipality has established a Supply Chain Management Unit to implement this
Policy.

The Chief Financial Officer is administratively in charge of the supply chain management unit which
operates under the direct supervision of the Head: Supply Chain Management, to whom this duty
has been sub-delegated in terms of Section 82 of the Act.

Training of Supply Chain Management officials

The training of officials involved in implementing this Policy should be in accordance with relevant legis-
lation, including Treasury guidelines on supply chain management.
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CHAPTER 2: SUPPLY CHAIN MANAGEMENT SYSTEM
9 Format of Supply Chain Management system
1) This Policy provides systems for —

a) demand management;

b) acquisition management;
c) logistics management;

d) disposal management;

e) risk management; and

f) performance management.

Part 1: DEMAND MANAGEMENT

10 System of Demand Management

1) The Accounting Officer must establish and implement an appropriate demand management system
in order to ensure that the resources required by the Municipality support its operational commit-
ments and its strategic goals outlined in the Integrated Development Plan, the Budget and the Ser-
vice Delivery and Budget Implementation Plan.

2) The Demand Management Plan must be developed in conjunction with the IDP, Service Delivery
and Budget Implementation Plan (SDBIP) and annual budget.

3) All user departments are required to submit their procurement plans to the Supply Chain Manage-
ment Unit by 31 December in terms of the IDP and Budget processes.

4) The Demand Management Plan must be submitted to and approved by the Accounting Officer or his
or her delegate before 30 June of each year.

5) The Demand Management Plan must be reviewed regularly and submitted to the Accounting Officer
or his delegate on a monthly basis.

6) Demand management must be co-ordinated by SCM officials of the Municipality in consultation with
budget holders.

7) The outcome of this activity should be a detailed planning document that outlines what goods, works
or services should be procured, the manner in which they should be procured as well as the time-
lines to execute the procurement functions.

Part 2: ACQUISITION MANAGEMENT

11 System of Acquisition Management

1) The Accounting Officer must implement the system of acquisition management set out in this Part in
order to ensure —

a) that goods and services are procured by the Municipality in accordance with authorised pro-
cesses only;

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

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

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

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

2) When procuring goods or services contemplated in section 110(2) of the Act, the Accounting Officer
must, subject to clause 2(3), make public the fact that such goods or services are procured other-
wise than through the Municipality’s supply chain management system, including -

a) the kind of goods or services; and
b) the name of the supplier.
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12 Range of procurement processes
1) Goods and services may only be procured by way of —

a) petty cash purchases in terms of Council's Petty Cash Policy for procurement transactions with a
value up to R2 000 (Incl. VAT);

b) one written or verbal quotation for procurement transactions with a value up to R2 000 (Incl.
VAT);

c) three written quotations for procurement transactions with a value over R2 000 (Incl. VAT) up to
R10 000 (Incl. VAT);

d) formal written price quotations for procurement transactions valued over R10 000 (Incl. VAT) up
to R200 000 (Incl. VAT) ; and

e) acompetitive bidding process for —
(i) procurement transactions with a value above R200 000 (Incl. VAT); and
(ii) the procurement of long term contracts.
2) The Accounting Officer may, in writing -
a) lower, but not increase, the different threshold values specified in sub-clause (1); or
b) direct that -

(i) written or verbal quotations be obtained for any specific procurement of a transaction value
lower than R2 000 (Incl. VAT);

(i) formal written price quotations be obtained for any specific procurement of a transaction val-
ue lower than R30 000 (Incl. VAT); or

(i) a competitive bidding process be followed for any specific procurement of a transaction val-
ue lower than R200 000 (Incl. VAT).

3) 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.

13 General preconditions for consideration of written quotations or bids

1) A written quotation or bid may not be considered unless the provider who submitted the quotation or
bid —

a) has furnished that provider's —
(i) full name;
(i) identification number or company or other registration number; and
(iii) tax reference number and VAT registration number, if any;

b) has authorised the Municipality to verify any of the documentation referred to in sub-clause (a)
above; and

¢) has indicated —

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

(i) if the provider is not a natural person, whether any of its directors, managers, principal
shareholder or stakeholders are in the service of the state, or has been in the service of the
state in the previous twelve months; or

(i) whether a spouse, child or parent of the provider or of a director, manager, shareholder or
stakeholder referred to in sub-clause (ii) is in the service of the state, or has been in the ser-
vice of the state in the previous twelve months.
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14 Lists of accredited prospective providers
1) The Accounting Officer must —

a) keep a list of accredited prospective providers of goods and services that must be used for the
procurement requirements through written or verbal quotations and formal written price quota-
tions; and

b) atleast 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; and

c) The listing criteria for prospective suppliers are:

(i) Name of supplier / service provider;

(ii) Street address;

(iii) Postal address;

(iv) Contact person in Sales Department;
(v) Sales Department’s telephone number;
(vi) Sales Department’s fax number;

(vii) Sales Department’s cell number;
(viii) Sales Department’'s email address;

(ix) Contact person in Accounts Department;
(x) Accounts Department's telephone number;
(xi) Accounts Department’s fax number;

(xii) Accounts Department’'s email address;

(xiii) VAT registration yes/no;

(xiv) VAT registration number;

(xv) Bank details;

(xvi) Type of industry;

(xvii)  Valid certification for specialised services;

(xviii)  Valid tax clearance certificate;

(xix) CIDB registration if applicable;

(xx) Valid certification in respect of Exempted Micro Enterprises or
(xxi) B-BBEE Status Level of Contributor.

(xxii)  Relevant identification numbers of all members, directors and partners.

d) disallow the listing of any prospective provider whose name appears on the National Treasury's
database as a person prohibited from doing business with the public sector.

2) The list must be updated at least quarterly to include any additional prospective providers and any
new commodities or types of services. Prospective providers must be allowed to submit applications
for listing at any time.

3) The list must be compiled per commodity and per type of service.
15 Written or verbal quotations below R2,000 (Incl. VAT)

1) The conditions for the procurement of goods by means of written quotations referred to in clause

12(1)(b) of this Policy for minor items that are purchased for up to R2,000 (Incl. VAT), are as fol-
lows:-.

a) written quotations for transactions must be obtained from at least one prospective supplier or
service provider preferably from, but not limited to, suppliers or service providers whose names
appear on the list of accredited prospective providers of the Municipality provided that if quota-
tions are obtained from providers who are not listed, such providers must meet the listing criteria
set out in clause 14(1)(b), (c) and (d) of this Policy;

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

16 Written quotations above R2,000 (Incl. VAT)

1) The conditions for the procurement of goods or services through written quotations for amounts
above R2,000 (Incl. VAT) up to R10,000 (Incl. VAT) are as follows:

a) quotations must be obtained from at least three different providers preferably from, but not lim-
ited to, providers whose names appear on the list of accredited prospective providers of the Mu-
nicipality provided that if quotations are obtained from providers who are not listed, such provid-
ers must meet the listing criteria set out in clause 14(1)(b), (c) and (d) of this Policy;
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b) if it is not possible to obtain at least three quotations, the reasons must be recorded and ap-
proved by the Chief Financial Officer or an official designated by the Chief Financial Officer and

reported quarterly to the Accounting Officer or another official designated by the Accounting Of-
ficer;

c) the Accounting Officer must record the names of the potential providers requested to provide
such quotations with their quoted prices; and

17 Formal written price quotations

1) The conditions for the procurement of goods or services through formal written price quotations for
amounts above R10,000 (Incl. VAT) up to R200,000 (Incl. VAT) are as follows:

a) quotations must be obtained in writing from at least three different providers whose names ap-
pear on the list of accredited prospective providers of the Municipality;

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

c) if it is not possible to obtain at least three quotations, the reasons must be recorded and ap-
proved by the Chief Financial Officer or an official designated by the Chief Financial Officer; and

d) the Accounting Officer must record the names of the potential providers and their written quota-
tions.

2) A designated official referred to in clause 16(1)(b) and sub-clause (1)(c) must by the 3" of each
month report to the Chief Financial Officer on any approvals given during the preceding month by
that official in terms of that sub-delegation.

18 Procedures for procuring goods or services through written quotations and formal written price
quotations

1) The procedure for the procurement of goods or services through written quotations or formal written
price quotations is as follows:

a) when using the list of accredited prospective providers the Accounting Officer must promote on-

going competition amongst providers by inviting providers to submit quotations on a rotation ba-
sis;

b) all requirements in excess of R30,000 (Incl. VAT) that are to be procured by means of formal
written price quotations must, in addition to the requirements of clause 17, be advertised for at
least five business days on the website and an official notice board of the Municipality;

c) quotes received must be evaluated on a comparative basis taking into account unconditional
discounts;

d) the Accounting Officer or Chief Financial Officer must on a monthly basis be notified in writing of
all written or verbal quotations and formal written price quotations accepted by an official acting
in terms of a sub-delegation;

e) quotes must be awarded based on compliance to specifications and conditions of contract, abil-
ity and capability to deliver the goods and services and lowest price;

f) the Chief Financial Officer must set requirements for proper record keeping of all formal written
price quotations accepted on behalf of the municipality;

19 Competitive bids

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

2) No requirement for goods or services above an estimated transaction value of R200,000 (Incl. VAT),
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.

20 Process for competitive bidding
1) The procedures for the following stages of a competitive bidding process are as follows:
a) Compilation of bidding documentation is detailed in clause 21;
b) Public invitation of bids is detailed in clause 22;

c) Site meetings or briefing sessions are detailed in clause 22;
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d) Handling of bids submitted in response to public invitation is detailed in clause 23;

e) Evaluation of bids is detailed in clause 28;

f) Award of contracts is detailed in clause 29;

g) Administration of contracts is detailed in clause 6 of Council’'s Contract management Policy

h) Proper record keeping: Original and legal copies of all tender documentation must be kept in a
secure place for reference purposes.

21 Bid documentation for competitive bids
1) The criteria to which bid documentation for a competitive bidding process must comply, must —
a) take into account —
(i) the general conditions of contract and any special conditions of contract, if specified;
(ii) any Treasury guidelines on bid documentation; and

(iii) the requirements of the Construction Industry Development Board (CIDB), in the case of a
bid relating to construction, upgrading, refurbishment of buildings or infrastructure.

b) include the preference points system to be used as contemplated in the Preferential Procure-
ment Regulations, 2011, evaluation and adjudication criteria, including any criteria required by
other applicable legislation;

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

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

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

(a) for the past three years; or
(b) since its establishment if established during the past three years;

(ii) 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 pay-
ment is overdue for more than 30 calendar days;

(iii) particulars of any contracts awarded to the bidder by the municipality during the past five
years, including particulars of any material non-compliance or dispute concerning the execu-
tion 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 pay-

ment from the municipality or municipal entity is expected to be transferred out of the Repub-
lic; and

e) stipulate that disputes must be settled by means of mutual consultation, mediation (with or with-
out legal representation), or, when unsuccessful, in a South African court of law;

2) A fee shall be raised for bid forms, plans, specifications, samples and any other bid documentation,
depending on the nature, magnitude and value of technical information or samples provided by the
municipality for tenders in excess of R200 000 (Incl. VAT).

22 Public invitation for competitive bids
1) The procedure for the invitation of competitive bids is as follows:

a) Any invitation to prospective providers to submit bids must be by means of a public advertise-
ment:

(i) in newspapers commonly circulating locally,

(i) on the notice boards at selected offices of the Municipality,

(iii) on the website of the Municipality,

(iv) on the i-Tender website of the CIDB for construction procurement related transactions or

(v) any other appropriate ways (which may include an advertisement in the Government Tender
Bulletin).
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b) The information contained in a public advertisement, must include —

() the closure date for the submission of bids, which may not be less than 22 business days in
the case of transactions over R10 million (Incl. VAT), or which are of a long term nature (in
excess of three years), or 10 business days in any other case, from the date on which the
advertisement is placed in a newspaper, subject to sub-clause (2) of this policy;

(ii) a statement that bids may only be submitted on the bid documentation provided by the Mu-
nicipality;

(iii) a statement that bids will only be considered if it was deposited into the bid box indicated in
the bid invitation;

(iv) date, time and venue of any proposed site meetings or briefing sessions, provided that site
meetings / information sessions may not be scheduled within 5 business days of the date on
which a bid advertisement is placed; and

(v) the required CIDB contractor category and grading designation for construction procure-
ment.

(vi) that only locally produced goods, works or services or locally manufactured goods with a
stipulated minimum threshold for local production and content will be considered for sectors
designated by the Department of Trade and Industry.

2) The Accounting Officer may determine a closure date for the submission of bids which is less than
the required 22 or 10 business days, but only if such shorter period can be justified on the grounds of

urgency or emergency or any exceptional case where it is impractical or impossible to follow the offi-
cial procurement process.

3) The notice shall further state that all bids for the contract must be submitted in a sealed envelope on
which it is clearly stated that such envelope contains a bid and the contract title and contract or bid
reference number for which the bid is being submitted.

4) The period for which bids are to remain valid and binding must be indicated in the bid.

5) Amendments before the closing date

a) The Municipality is entitled to amend any bid condition, validity period, specification or plan, or

b)

extend the closing date of such a bid or quotation before the closing date, provided that such
amendments or extensions are advertised and/or where possible, that all bidders to whom bid
documents have been issued, are advised in writing per e-mail or by fax of such amendments or
of the extension clearly reflecting the new closing date and time. For this reason, officials and
authorised service providers issuing bids shall keep a record of the names, addresses and con-
tact numbers of the persons or enterprises to whom bid documents have been issued.

All amendments must be approved by the Accounting Officer or the relevant delegated director
prior to the closing date of the bid invitation.

23 Procedure for handling, opening and recording of bids

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

a)

b)

c)

Bids—
(i) must be opened only in public;

(i) must be opened on the same date and as soon as possible after the period for the submis-
sion of bids has expired; and

Any bidder or member of the public has the right to request that the names of the bidders who
submitted bids in time must be read out and, if practical, also each bidder’s total bidding price;

No information, except the provisions in sub-clause (b), relating to the bid should be disclosed to
bidders or other persons until the successful bidder is notified of the award; and

The Accounting Officer must —
(i) record in a register all bids received in time;
(i) make the register available for public inspection; and

(iii) publish the entries in the register and the bid results on the website.
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2)

3)

4)

Stamping of bids and reading out of names:
a) As each bid is opened the name of the bidder and the amount — if practical — shall be read out.

b) An official shall date-stamp the bid or quotation and all enclosures related to prices, delivery pe-
riods and special conditions.

c) Bids and quotations shall be numbered in the sequence in which they have been opened and
the words “and last” shall be endorsed on the last bid or quotation.

d) Ininstances where only one bid has been received the words “and only” shall be endorsed on
such bid.

e) Where prices have not been inserted in all relevant spaces on the form and such items have not
been deleted by bidders, such spaces shall be stamped “no price” by the employee who opens
the bids or quotations.

f) A bid will not be invalidated if the amount in words and the amount in figures do not correspond,
where there is a discrepancy, the amount in words shall be read out at the bid opening and shall
be deemed to be the bid amount.

Late Bids

a) Bids or quotations arriving after the specified closing time shall not be considered and where
practicable and cost effective shall be returned to the bidder unopened with a letter explaining
the circumstances.

b) Where it is necessary to open a late bid or quotation to obtain the name and address of the
sender, each page of the document shall be stamped “late bid" before the bid is returned to the
bidder. The envelope must be stamped and initialled in like manner and must be retained for
record purposes.

Dealing with bids and quotations if the closing date thereof has been extended.

a) Where the closing date of a bid or quotation is extended, bids or quotations already received, will
be retained unopened in the bidding box and be duly considered after the expiry of the extended

period, unless the bidder cancels it by submitting a later dated bid or quotation before the ex-
tended closing date.

24 Negotiations with preferred bidders and communication with prospective providers and bidders

1)

3)

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 negotiation —

a) does not allow any preferred bidder a second or unfair opportunity;
b) is not to the detriment of any other bidder; and

c) does not lead to a higher price than the bid as submitted;

d) does not lead to a lower price in respect of sale of land / goods.

Minutes of such negotiations must be kept for record purposes and as far as practical be made part
of the final contract.

No unauthorised communication with bidders and prospective providers:

a) where bids and quotations have been submitted to the municipality, a bidder may not communi-
cate with any councillor, official, or authorised service provider on any matter regarding his bid,
quotation or offer other than a notice of withdrawal.

b) No municipal personnel may communicate with a bidder or any other party who has an interest
in a bid, during the period between the closing date for the receipt of the bid or quotation (or date
of receipt of an offer), and the date of notification of the successful bidder of acceptance of his
bid, quotation or offer, except as provided for in clause (c) below. Every such case of unauthor-
ised communication shall forthwith be reported to the Supply Chain Management Unit as well as
the chairperson of the Bid Adjudication Committee. A bid or quotation in respect of which unau-
thorised communication has occurred may be disqualified.

c) The chairperson of the Bid Adjudication Committee, as determined in clause 29(2), may author-
ise an employee or authorised consulting service provider, in writing, to communicate with a bid-
der during the period mentioned in subsection (b) above for the purpose of:-

(i) Obtaining an explanation and verification of declarations made in the bid response;
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(i) confirming technical particulars and the compliance thereof with specifications;
(iii) clarifying delivery times/quantities;

(iv) extending the validity period of a bid;

(v) clarifying any other commercial aspect;

(vi) for the submission of substantiating documents.

d) Inall cases where authority has been granted to communicate with bidders in terms of clause (c)
above, it should be clearly stated in the submission to the Bid Adjudication Committee the nature
of the communication as well as by whom such authority to communicate has been granted.

25 Two-stage bidding process

26

27

1

2)

3)

A two-stage bidding process is allowed for —

a) large complex projects; or

b) projects where it may be undesirable to prepare complete detailed technical specifications; or
c) long term projects with a duration period exceeding three years.

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.

Committee system for competitive bids

1)

2)

3)

4)

5)

A committee system for competitive bids is hereby established, consisting of the following commit-
tees for each transaction or cluster of transactions as the Accounting Officer may determine:

a) a bid specification committee;
b) a bid evaluation committee; and
c) a bid adjudication committee;

The Accounting Officer appoints the members of each committee, taking into account section 117 of
the Act, and

The Accounting Officer may appoint a neutral or independent observer, to attend or oversee a com-
mittee when this is appropriate for ensuring fairness and promoting transparency.

The committee system must be consistent with —
a) clause 27, 28 and 29 of this Policy; and
b) any other applicable legislation.

The Accounting Officer must apply the committee system to formal written price quotations above
R30,000 (Incl. VAT).

Bid Specification Committees

1

2)

The appropriate bid specification committee must compile the specifications for each procurement
transaction for goods or services by the Municipality, depending on the department involved.

Specifications —

a) must be drafted in an unbiased manner to allow all potential suppliers to offer their goods or ser-
vices;

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

c) must, where possible, be described in terms of performance required and / or in terms of de-
scriptive characteristics for design;

d) may not create trade barriers in contract requirements in the forms of specifications, plans, draw-

ings, designs, testing and test methods, packaging, marking or labelling of conformity certifica-
tion;

Page 20 of 42



OVERSTRANT SIUNICIPALITY ST
SUPPLY CHAIN MANAGEMENT POLICY — PART A

28
1)

29

3)

4)
5)

e) may not make reference to any particular trade mark, name, patent, design, type, specific origin
or producer unless there is no other sufficiently precise or intelligible way of describing the char-
acteristics of the work, in which case such reference must be accompanied by the word “equiva-
lent”;

f) must indicate each specific goal for which points may be awarded in terms of the points system
set out in the Preferential Procurement Regulations, 2011; and

g) must be approved by the Accounting Officer or the relevant delegated director prior to publica-
tion of the invitation for bids in terms of clause 22 of this Policy.

A Bid Specification Committee must be composed of one or more officials of the municipality, includ-
ing, but not limited to:-

a) adelegated supply chain management practitioner as chairperson;
b) the budget holder from the Directorate for whom the bid is called; and
The Committee may, when appropriate, include external specialist advisors.

No person, advisor or corporate entity involved with the bid specification committee, or director of
such a corporate entity, may bid for any resulting contracts.

Bid Evaluation Committees

A Bid Evaluation Committee must —

2)

a) evaluate all bids for procurement exceeding R30,000 (Incl. VAT) in accordance with —
(i) the specifications for a specific procurement; and
(i) the points system set out in terms of the Preferential Procurement Policy;

b) evaluate each bidder's ability to execute the contract ;

c) check in respect of the recommended bidder whether municipal rates and taxes and municipal
service charges are not in arrears for more than three months;

d) submit to the adjudication committee a report and recommendations regarding the award of the
bid or any other related matter; and

A Bid Evaluation Committee must as far as possible be composed of:-
a) the budget holder and other officials from departments requiring the goods or services

b) atleast one delegated supply chain management practitioner

Bid Adjudication Committees

1)

2)

3)

4)

A bid adjudication committee must —
a) consider the report and recommendations of the bid evaluation committee; and
b) either -

(i) depending on its delegations, make a final award or a recommendation to the Accounting
Officer to make the final award; or

(i) make another recommendation to the Accounting Officer how to proceed with the relevant
procurement.

The bid adjudication committee must be composed of at least four directors of the municipality which
must include —

a) the Chief Financial Officer or, if the Chief Financial Officer is not available, another manager re-
porting directly to the Chief Financial Officer and designated by the Chief Financial Officer; and

b) a senior supply chain management practitioner.

The Accounting Officer must appoint the chairperson of the committee. If the Chairperson is unable
to chair the meeting, the members of the committee who are present must elect one of them to pre-
side at the meeting.

A quorum for the Adjudication Committee shall be four members.

a) In the event of an equality of votes the chairperson shall have a casting vote over and above a
deliberate vote.
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31

b) The Director of the department that called for the tender must be present at the meeting where
the particular tender is considered.

5) The Chairperson of the Bid Evaluation Committee, or in his absence an official nominated by the
Chief Financial Officer, should be present at the Bid Adjudication Committee meetings to introduce
the reports to the Committee and assist in clarifying issues that were dealt with in the Evaluation
Committee meetings without voting rights.

6) A technical expert in the relevant field, who is an official, if such an expert exists, may attend the
meeting as an advisor for clarification purposes. This official will not have voting rights at the Bid Ad-
judication Committee 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 adjudication committee.

7) If the bid adjudication committee decides to award a bid other than the one recommended by the bid
evaluation committee —

a) the bid adjudication committee must prior to awarding the bid —

(i) check in respect of the preferred bidder whether that bidder’s municipal rates and taxes and
municipal service charges are not in arrears for more than three months, and;

(ii) notify the Accounting Officer.
b) The Accounting Officer may —

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

(i) if the decision of the bid adjudication committee is rejected, refer the decision of the adjudi-
cation committee back to that committee for reconsideration.

8) 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.

9) The Accounting Officer must comply with Section 114 of the Act within 10 days—

a) If a tender other than the one recommended in the normal course of implementing the supply
chain management policy is approved, the Accounting Officer must, in writing, notify the Auditor-
General, the Provincial Treasury and the National Treasury of the reasons for deviating from
such recommendation.

b) Subsection (1) does not apply if a different tender was approved in order to rectify an irregularity.
Procurement of Banking Services
1) A contract for banking services —

a) must be procured through competitive bids;

b) must be consistent with section 7 of the Act; and

c) may not be for a period of more than five years at a time.

2) The process for procuring a contract for banking services must commence at least nine months be-
fore the end of an existing contract.

3) The closure date for the submission of bids may not be less than 46 business days from the date on
which the advertisement is placed in a newspaper in terms of clause 22(1).

4) Bids must be restricted to banks registered in terms of the Banks Act, 1990 (Act No. 94 of 1990).
Procurement of Information- and Communication Technology (ICT) related goods or services

1) The Accounting Officer may request the State Information Technology Agency (SITA) to assist with
the acquisition of ICT related goods or services through a competitive bidding process.

2) Both parties must enter into a written agreement to regulate the services rendered by, and the pay-
ments to be made to, SITA.

3) The Accounting Officer must notify SITA together with a motivation of the ICT needs if —

a) the transaction value of ICT related goods or services required in any financial year will exceed
R50 million ; or
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b) the transaction value of a contract to be procured whether for one or more years exceeds R50
million .

4) If SITA comments on the submission and the Municipality disagree with such comments, the com-
ments and the reasons for rejecting or not following such comments must be submitted to Council,
the National Treasury, the Provincial Treasury and the Auditor-General.

5) The Municipality is required to follow the following process before inviting proposals for a new finan-
cial management system:

a) National and Provincial Treasury should immediately be informed of any intention to replace the
accounting or billing system currently operating at the municipality;

b) The submission should include a comprehensive motivation with specific reasons for why it is
deemed necessary to replace the existing financial system;

c) A copy of the service level agreement with minutes of the meetings between the municipality
and the current service provider (financial system vendor) during the previous twelve months
must be made available;

d) The organisational structure, specifically for the IT department/function, clearly indicating man-
agement capacity and responsibility for operating the financial system, must be submitted;

e) An assessment should be done to determine which modules of the existing financial system are
being utilised by the municipality and reasons must be provided for modules not in operation. In
cases where an existing system is not an ERP system the municipality must provide details of
any other systems utilised by the municipality;

f) The date on which the existing financial system was implemented, the procurement and imple-
mentation costs and the current operational costs thereof must be disclosed;

g) A technical assessment must be undertaken on the server and network requirements of the new
financial system and a copy of such report should be submitted; and

h) Copies of all IT strategies, policies and procedural documents including the IT disaster recovery
plan must be made available.

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

1) The Accounting Officer may procure goods or services under a contract secured by another organ of
state, but only if —

a) 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 have consented to such procurement in writing.
33 Procurement of goods necessitating special safety arrangements

1) The acquisition and storage of goods in bulk (other than water), which necessitate special safety ar-
rangements, including gasses and fuel, should be avoided where ever possible.

2) Where the storage of goods in bulk is justified, such justification must be based on sound reasons,
including the total cost of ownership, cost advantages and environmental impact and must be ap-
proved by the official duly authorised in terms of the Occupational Health and Safety Act, 1993 (Act
No. 85 of 1993).

34 Proudly SA Campaign

1) The Municipality supports the Proudly SA Campaign to the extent that, as far as possible, preference
is given to procuring local goods and services as per Council’s Preferential Procurement Policy

35 Appointment of consultants

1) The Accounting Officer may procure consulting services provided that any National Treasury guide-
lines and CIDB requirements in respect of consulting services are taken into account when such ser-
vices are procured.

2) Consultancy services must be procured through competitive bids if:
a) the value of the contract exceeds R200 000 (Incl. VAT); or
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b) the duration period of the contract exceeds one year.

3) In addition to any requirements prescribed by this policy for competitive bids, bidders must furnish
particulars of —

a) all consultancy services provided to an organ of state in the last five years; and
b) any similar consultancy services provided to an organ of state in the last five years.

4) The Accounting Officer must ensure that copyright in any document produced, and the patent rights
or ownership in any plant, machinery, thing, system or process designed or devised, by a consultant
in the course of the consultancy service is vested in the Municipality.

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

1) The Accounting Officer may —

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

required goods or services through any convenient process, which may include direct negotia-
tions, but only —

(i} inanemergency;
(a) Circumstances that warrant emergency dispensation, includes but are not limited to -
(i) the possibility of human injury or death;
(i) the possibility of damage to property;

(iii) failure to take necessary action may result in the municipality not being able to ren-
der an essential community service;

(iv) the interruption of services related to communication facilities or support services
critical to the effective functioning of the municipality as a whole; or

(v) the eminent possibility of serious damage occurring to the natural environment.

(b) The prevailing situation, or imminent danger, should be of such a scale and nature that it
could not readily be alleviated by interim measures, in order to allow time for the formal
tender process.

(c) Procurement in the case of emergencies must be tacitly approved by the relevant direc-
tor or his delegate prior to incurring the expenditure and must be reported in writing to
the Municipal Manager or delegated official within three business days.

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

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

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

(v) in any other exceptional case where it is impractical or impossible to follow the official pro-
curement processes including, but not limited to-:

(a) ad-hoc repairs to plant and equipment where it is not possible to ascertain the nature or
extent of the work required in order to call for bids;

(b) the unskilled labour component of the Municipality's Local Labour Promotion Pro-
gramme (LLPP);

(c) the acquisition of services of attorneys and advocates subject that the acquisition of
such services to be dealt with in terms of Delegations 4.2.52, 5.1.1.35.1 and 5.1.1.35.3
of the Municipality’s Delegation of Powers and Duties, as amended from time to time
and any Bargaining Council Agreements on Disciplinary Procedures;

(d) any contract relating to the publication of notices and advertisements by the municipality
where applicable legislation or applicable council policy dictates.

(e) the acquisition of accommaodation, car rental and air travel for official purposes, subject
thereto that the acquisition of such services be dealt with in terms of the applicable
council policy.

(f) Membership and subscription to professional bodies and any training provided by such
bodies for purposes of obtaining continuous professional development points;
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2)

3)

(g) the attendance of conferences and workshops;
(h) the use of couriers for official documents/parcels;

(i) the appointment of sheriffs of the court for the issuing of judicial summons, judgements
and warrants.

b) ratify any minor breaches of the procurement processes by an official or committee acting in
terms of delegated powers or duties which are purely of a technical nature; and

c) may condone any irregular expenditure incurred in contravention of, or that is not in accordance
with a requirement of this Policy and which is not also a contravention of the Municipal Supply
Chain Management Regulations (GG 27636 of 30 May 2005), provided that such condonation
and the reasons therefore shall be reported to Council at the next ensuing meeting.

The Accounting Officer must record the reasons for any deviations in terms of sub-clauses (1)(a) and

(b) of this policy and report them to the next Council Meeting and include as a note to the annual fi-
nancial statements.

Sub-clause (2) does not apply to the procurement of goods and services contemplated in clause
11(2) of this policy.

Unsolicited bids

1)

2)

3)

4)

5)

6)

7)

8)

9)

In accordance with Section 113 of the Act there is no obligation to consider unsolicited bids received
outside a normal bidding process.

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

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

b) the product or service will be exceptionally beneficial to, or have exceptional cost advantages;
c) the person who made the bid is the sole provider of the product or service; and

d) the reasons for not going through the normal bidding processes are found to be sound by the
Accounting Officer.

If the Accounting Officer decides to consider an unsolicited bid that complies with sub-clause (2) of

this policy, the decision must be made public in accordance with Section 21A of the Municipal Sys-
tems Act, together with —

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

¢) an invitation to the public or other potential suppliers to submit their comments within 22 busi-
ness days of the notice.

The Accounting Officer must submit all written comments received pursuant to sub-clause (3), in-
cluding any responses from the unsolicited bidder, to the National Treasury and the Provincial
Treasury for comment.

The bid adjudication committee must consider the unsolicited bid and may award the bid or make a
recommendation to the Accounting Officer, depending on its delegations.

A meeting of the bid adjudication committee to consider an unsolicited bid must be open to the pub-
lic.

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

a) any comments submitted by the public; and

b) any written comments and recommendations of the National Treasury or the Provincial Treas-
ury.

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 Provincial Treasury and the National
Treasury the reasons for rejecting or not following those recommendations.

Such submission must be made within five business days after the decision on the award of the un-
solicited bid is taken, but no contract committing the Municipality to the bid may be entered into or
signed within 22 business days of the submission.
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38 Combating of abuse of the supply chain management system
1) The Accounting Officer is hereby enabled to —
a) take all reasonable steps to prevent abuse of the supply chain management system;

b) investigate any allegations against an official or other role player of fraud, corruption, favouritism,
unfair or irregular practices or failure to comply with this Policy, and when justified —

(i) take appropriate steps against such official or other role player; or
(ii) report any alleged criminal conduct to the South African Police Service;

c) check the National Treasury’s database prior to awarding any contract to ensure that no recom-

mended bidder, or any of its directors, is listed as a person prohibited from doing business with
the public sector;

d) reject any bid from a bidder —

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

(i) who during the last five years has failed to perform satisfactorily on a previous contract with
the Municipality or any other organ of state after written notice was given to that bidder that
performance was unsatisfactory;

e) reject a recommendation for the award of a contract if the recommended bidder, or any of its di-
rectors, has committed a corrupt or fraudulent act in competing for the particular contract;

f) cancel a contract awarded to a person if —

(i) the person committed any corrupt or fraudulent act during the bidding process or the execu-
tion of the contract; or

(iiy an official or other role player committed any corrupt or fraudulent act during the bidding
process or the execution of the contract that benefited that person; and

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

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

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

(i) has wilfully neglected, reneged on or failed to comply with any government, municipal or
other public sector contract during the past five years; or

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

2) The Accounting Officer must inform the National Treasury and relevant provincial treasury in writing
of any actions taken in terms of sub-clauses (1)(b)(ii), (e} or (f) of this policy.

Part 3: LOGISTICS, DISPOSAL, RISK AND PERFORMANCE MANAGEMENT
39 Logistics management

1) The Accounting Officer must establish and implement an effective system of logistics management,
which must include -

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

b) the setting of inventory levels that includes minimum and maximum levels and lead times wher-
ever goods are placed in stock;

c) the placing of manual or electronic orders for all acquisitions other than those from petty cash;

d) before payment is approved, certification by the responsible officer that the goods and services
are received or rendered on time and is in accordance with the order, the general conditions of
contract and specifications where applicable and that the price charged is as quoted in terms of
a contract;
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e) appropriate standards of internal control and warehouse management to ensure that goods
placed in stores are secure and only used for the purpose for which they were purchased;

f) regular checking to ensure that all assets are properly managed and maintained in terms of
Council's Asset Management Policy; and

g) monitoring and review of the supply vendor performance to ensure compliance with specifica-
tions and contract conditions for particular goods or services.

h) Contracts will be implemented in terms of the requirements of Section 116 of the Act and Coun-
cil's Contract Management Policy.

40 Disposal management

a) Assets must be disposed of in terms of the Municipal Asset Transfer Regulations, Overstrand
Municipality's Asset Management Policy and Administration of Immovable Property Policy re-
spectively.

b) Disposal Management does not represent a procurement process and is thus exempt from the
prohibitions of Clause 44 of this policy. As a result, the municipality is not prohibited from sell-
ing/disposing of movable or immovable assets to persons in the service of the state

41 Risk management

The Accounting Officer must implement an effective system of risk management for the identifica-
tion, consideration and avoidance of potential risks in the supply chain management system as per
Council's Risk Management Policy.

42 Performance management

The Accounting Officer must implement an internal monitoring system in order to determine, on the
basis of a retrospective analysis, whether the authorised supply chain management processes were
followed and whether the objectives of this Policy were achieved in terms of the Performance Man-
agement System- Implementation Policy.

Part 4: OTHER MATTERS
43 Prohibition on awards to persons whose tax matters are not in order

1) Irrespective of the procurement process followed, the municipality may not make any award above
R30 000 to a person whose tax matters have not been declared by the South African Revenue Ser-
vice to be in order.

2) Before making an award to a person, the Municipality must first check with SARS whether that per-
son’s tax matters are in order.

3) If SARS does not respond within seven days, such person’s tax matters may for purposes of sub-
paragraph (1) be presumed to be in order.

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

1) 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) 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 in respect of a contract
that would cause a conflict of interest.

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

1) The Accounting Officer must ensure that the notes to the annual financial statements disclose par-
ticulars of any award of more than R2 000 (Incl. VAT) to a close family member 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.
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46 Ethical standards

1) A code of ethical standards for supply chain management practitioners and other role players in-

volved in supply chain management is hereby established in accordance with sub-clause (2) in order
to promote —

a) mutual trust and respect; and

b) an environment where business can be conducted with integrity and in a fair and reasonable
manner.

2) An official or other role player involved in the implementation of the supply chain management policy

a) must treat all providers and potential providers equitably;
b) may not use his or her position for private gain or to improperly benefit another person;

c) 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;

d) notwithstanding sub-clause (2){c), 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;

e) must declare to the Accounting Officer details of any private or business interest which that per-
son, or any 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 Municipality;

f) 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;

g) must be scrupulous in his or her use of property belonging to the municipality;

h) must assist the Accounting Officer in combating fraud, corruption, favouritism and unfair and ir-
regular practices in the supply chain management system; and

i) must report to the Accounting Officer any alleged irregular conduct in the supply chain manage-
ment system which that person may become aware of, including —

(i) any alleged fraud, corruption, favouritism or unfair conduct;
(i) any alleged contravention of clause 47(1) of this policy; or
(iii) any alleged breach of this code of ethical standards.
3) Declarations in terms of sub-clauses (2)(d) and (e) -
a) must be recorded in a register which the Accounting Officer must keep for this purpose;

(i) by the Accounting Officer must be made to the mayor of the municipality who must ensure
that such declarations are recorded in the register.

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

a) in the case of an employee, in terms of the disciplinary procedures of the Municipality envisaged
in section 67(1)(h) of the Municipal Systems Act;

b) inthe case a councillor, in terms of Schedule 1 of the Systems Act;

c) in the case a role player who is not an employee, or a councillor through other appropriate
means in recognition of the severity of the breach; and

d) in all cases, financial misconduct must be dealt with in terms of Chapter 15 of the Act.

47 Inducements, rewards, gifts and favours to municipal officials and other role players

1) No person who is a provider or prospective provider of goods or services, or a recipient or prospec-
tive recipient of goods disposed or to be disposed of may either directly or through a representative
or intermediary promise, offer or grant —
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48

49

50

51

a) any inducement or reward to the Municipality for or in connection with the award of a contract; or
b) any reward, gift, favour or hospitality to —

(i) any official; or

(ii) any other role player involved in the implementation of this Policy.

2) The Accounting Officer must promptly report any alleged contravention of sub-clause (1) to the Na-
tional 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 da-
tabase of persons prohibited from doing business with the public sector.

3) Sub-clause (1) does not apply to gifts less than R350 (Incl. VAT) in value.
Sponsorships

1) 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 —

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

Objections and complaints

Persons aggrieved by decisions or actions taken in the implementation of this supply chain management
system, may lodge within 10 business days of the decision or action, a written objection or complaint
against the decision or action subject to the payment of applicable appeal deposit as per Council’s ap-
proved tariffs.

Resolution of disputes, objections, complaints and queries

1) The Accounting Officer must appoint an independent and impartial person or persons, not directly
involved in the supply chain management processes —

a) to assistin the resolution of disputes between the Municipality and other persons regarding -

(i) any decisions or actions taken in the implementation of the supply chain management sys-
tem; or

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

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

2) The Accounting Officer, or another official designated by the Accounting Officer, is responsible for
assisting the appointed person to perform his or her functions effectively.

3) The person appointed must —
a) strive to resolve promptly all disputes, objections, complaints or queries received; and

b) submit monthly reports to the Accounting Officer on all disputes, objections, complaints or que-
ries received, attended to or resolved.

4) A dispute, objection, complaint or query may be referred to the Provincial Treasury if —
a) the dispute, objection, complaint or query is not resolved within 46 business days; or
b) no response is forthcoming within 46 business days.

5) If the Provincial Treasury does not or cannot resolve the matter, the dispute, objection, complaint or
query will be referred to the National Treasury for resolution.

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

Contracts providing for compensation based on turnover

1) If a service provider acts on behalf of the 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 ser-
vice provider and the Municipality must stipulate:-
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a) A cap on the compensation payable to the service provider; and
b) That such compensation must be performance based.

52 Public-Private Partnerships

Public-Private Partnerships will be procured in terms of Part 2 of Chapter 11 of the Act.
53 Short title and commencement

This part of the policy is called the Overstrand Municipality Supply Chain Management Policy.

This policy will come into effect on 1 July 2015 and will be reviewed at least annually by way of a Council

resolution.
POLICY SECTION: DEPUTY DIRECTOR: FINANCE AND SUPPLY CHAIN MANAGEMENT
CURRENT UPDATE 2016/05/25
PREVIOUS REVIEW: 2016/02/24 PREVIOUS REVIEW: 2015/05/28 PREVIOUS REVIEW: 2014/05/28
PREVIOUS REVIEW: 2013/05/29 PREVIOUS REVIEW: 2012/11/28 PREVIOUS REVIEW: 2012/06/26
PREVIOUS REVIEW: 2012/05/30 PREVIOUS REVIEW: 2011/11/30 PREVIOUS REVIEW: 2011/05/04
PREVIOUS REVIEW: 2010/05/26 PREVIOUS REVIEW: 2009/05/27 APPROVAL 2008/05/25
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PART B

PREFERENTIAL PROCUREMENT POLICY adopted in terms of section 2 of the Preferential Procurement
Policy Framework Act, No. § of 2000 and the Preferential Procurement Regulations, 2011

PREAMBLE

WHEREAS the Overstrand Municipality aims to improve the quality of life of the local community and to free
the potential of each person within a framework of facilitating service delivery, through effective governance
and the Council takes into account the need for transparent procedures that give the effect to the principle of
preferential procurement;

AND WHEREAS local economic development plays a crucial role in creating a prosperous, equitable, stable
and democratic society and the overall national vision of economic development is one of decent work and
living standards for all in the context of qualitative improved equality in ownership, skills and access to oppor-
tunities;

NOW THEREFORE the Council of the Overstrand Municipality resolves in ferms of section 2 of the Preferen-
tial Procurement Policy Framework Act, No. 5 of 2000 that the principles embodied in the Preferential Pro-
curement Regulations, 2011 are herewith integrated into the Overstrand Municipality's Supply Chain Man-
agement Policy to form the basis of the evaluation criteria for quotations and competitive tenders.

Page 32 of 42



OVERSTRARDAUNICIPALITY \ 3
SUPPLY CHAIN MANAGEMENT POLICY - PART B 23 Uc

TABLE OF CONTENTS

PART ONE
DEFINITIONS, APPLICATION, OBJECTIVES AND GENERAL REQUIREMENTS

1. Definitions
2. Application, Objectives & General Requirements

PART TWO

PLANNING AND STIPULATION OF PREFERENCE POINT SYSTEM TO BE UTILIZED, EVALUATION OF
TENDERS ON FUNCTIONALITY, PREFERENCE POINT SYSTEM AND BROAD-BASED BLACK ECO-
NOMIC EMPOWERMENT STATUS, AWARD OF CONTRACTS TO TENDERERS NOT SCORING THE
HIGHEST NUMBER OF POINTS AND THE CANCELLATION AND RE-INVITATION OF TENDERS

3. Planning and stipulation of preference point system to be utilized

4. Evaluation of tenders based on functionality

5. The 80/20 preference point system for the acquisition of goods, works
6. and/ or services up to a Rand value of R1,0 million

7. The 90/10 preference point system for the acquisition of goods, works
8. and/ or services with a Rand value above R1,0 million

9. Award of contracts to tenders not scoring the highest number of points
10. Cancellation and re-invitation of tenders

PART THREE

LOCAL PRODUCTION AND CONTENT, B-BBEE STATUS LEVEL CERTIFICATES, CONDITIONS, DEC-
LARATIONS, REMEDIES, TAX CLEARANCE, MECHANISMS TO SUPPORT PREFERENTIAL PRO-
CUREMENT AND SHORT TITLE

11. Local Production and Content

12. Broad-Based Black Economic Empowerment Status Level Certificates
13. Conditions

14. Declarations

15. Remedies

16. Tax Clearance

17. Mechanisms to support preferential procurement

18. Short titie

Page 33 of 42



SUPPLY CHAIN MANAGEMENT POLICY — PART B

OVERSTRANDRUNICIPALITY

34|42

PART ONE:

1

Definitions

DEFINITIONS AND APPLICATION

1) In this policy, unless the context indicates otherwise, a word or expression to which a meaning has
been assigned in the Act bears the same meaning, and:

"Act"

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

“all applicable taxes"

includes Value-Added Tax, Pay-as-you-Earn, Income Tax, Unemployment Insurance Fund
Contributions and Skills Development Levies;

"B-BBEE"

means Broad-Based Black Economic Empowerment as defined in Section 1 of the Broad-
Based Black Economic Empowerment Act;

"B-BBEE status level of con-
tributor”

means the B-BBEE status received by a measured entity based on its overall performance
using the relevant scorecard contained in the Codes of Good Practice on Black Economic
Empowerment, issued in terms of section 9(1) of the Broad-Based Black Economic Empow-
erment Act;

"Broad-Based Black Economic
Empowerment Act" (B-BBEEA)

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

“Comparative price"

means the price after the factors of a non-firm price and all unconditional discounts that can
be utilised have been taken into consideration;

"Consortium or Joint Venture"

means an association of persons for the purpose of combining their expertise, property,
capital, efforts, skill and knowledge in an activity for the execution of a contract;

"Contract"”

means the agreement that results from the acceptance of a tender by the Overstrand Munic-
ipality;

“designated sector”

means a sector, sub-sector or industry that has been designated by the Department of
Trade and Industry in line with national development and industrial policies for local produc-
tion, where only locally produced services, works or goods or locally manufactured goods
meet the stipulated minimum threshold for local production and content;

"Firm price"

is the price that is only subject to adjustments in accordance with the actual increase or de-
crease resulting from the change, imposition, or abolition of customs or excise duty and any
other duty, levy, or tax, which, in terms of a law or regulation, is binding on the contractor
and demonstrably has an influence on the price of any supplies, or the rendering costs of
any service, for the execution of the contract;

“"Functionality"

means the measurement according to predetermined norms, as set out in the tender docu-
ments, of a service or commodity that is designed to be practical and useful, working or op-
erating, taking into account, among other factors, the quality, reliability, viability and durability
of a service and the technical capacity and ability of a tenderer;

“imported content”

means that portion of the tender price represented by the cost of components, parts or mate-
rials which have been or are still to be imported (whether by the supplier or its subcontrac-
tors) and which costs are inclusive of the costs abroad, plus freight and direct importation
costs, such as landing costs, dock dues, import duty, sales duty or other similar tax or duty
at the South African port of entry;

“local content”

means that portion of the tender price which is not included in the imported content, provided
that local manufacture does take place;

“Non-firm prices"

means all prices other than "firm" prices;

"Person"

includes reference to a juristic person;

"Rand value"

means the total estimated value of a contract in South African currency, calculated at the
time of tender invitations and includes all applicable taxes and excise duties;

“stipulated minimum thresh-
old”

means that portion of local production and content as determined by the Department of
Trade and Industry;

"Sub-Contract"

means the primary contractor's assigning or leasing or making out work to, or employing,
another person to support such primary contractor in the execution of part of a project in
terms of the contract;

"Tender"

means a written offer in a prescribed or stipulated form in response to an invitation by the
Overstrand Municipality for the provision of services, works or goods, through price quota-
tions, advertised competitive tender processes or proposals;
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bears the same meaning assigned to this expression as in the Codes of Good Practice on
"Total revenue” Black Economic Empowerment, issued in terms of section 9(1) of the Broad-Based Black
Economic Empowerment Act, 2003 and promulgated in the Government Gazette on 9 Feb-
ruary 2007,

"Trust” means the arrangement through which the property of one person is made over or be-
queathed to a trustee to administer such property for the benefit of another person; and

"Trustee” means any person, including the founder of a trust, to whom property is bequeathed in order
for such property to be administered for the benefit of another person.

2 Application, Objectives & General Requirements
1) Application

a) An organ of state contemplated in sub-regulation (1) must, unless the Minister of Finance has di-

rected otherwise, only apply a preferential procurement system which is in accordance with the
Act and these Regulations.

PART TWO: PREFERENCE POINT SYSTEM AND BROAD-BASED BLACK ECONOMIC EMPOWER-
MENT STATUS, EVALUATION OF TENDERS ON FUNCTIONALITY, AWARD OF CONTRACTS TO

TENDERERS NOT SCORING THE HIGHEST NUMBER OF POINTS AND THE CANCELLATION AND RE-
INVITATION OF TENDERS

3 Planning and stipulation of preference point system to be utilized
1) The Municipality must, prior to making an invitation for tenders -

a) properly plan for, and, as far as possible, accurately estimate the costs of the provision of ser-
vices, works or goods for which an invitation for tenders is to be made;

b) determine and stipulate the appropriate preference point system to be utilized in the evaluation
and adjudication of the tenders; and

c) determine whether the services, works or goods for which an invitation is to be made has been
designated for local production and content in terms of paragraph 9.

4 Evaluation of tenders based on functionality

1) The Municipality must indicate in the invitation to submit a tender, if that tender will be evaluated on
functionality;

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

a) evaluation criteria for measuring functionality,

b) weight of each criterion,

c) applicable values; as well as

d) minimum qualifying score for functionality,

4) No tender must be regarded as an acceptable tender, if it fails to achieve the minimum qualifying
score for functionality as indicated in the tender invitation; and

5) Tenders that have achieved the minimum qualification score for functionality must be evaluated fur-
ther in terms of the preference point systems prescribed in paragraphs 5 and 6.

5 The 80/20 preference point system for acquisition of services, works or goods up to a Rand value
of R1,0 million

1) The following formula must be used to calculate the points for price in respect of tenders (including
price quotations) with a Rand value equal to, or above R 30 000 and up to a Rand value of R1 000
000 (all applicable taxes included):
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( 1 (Pt—Pmin) )
Ps = 80 Pmin
Where;
Ps = Points scored for comparative price of tender / offer under consideration
Pt=  Comparative price of tender / offer under consideration

Pmin = Comparative price of lowest acceptable tender / offer.

a) The Municipality may apply thie formula for price quotations with a value less than R30 000, if
and when appropriate.

2) Subject to sub-paragraph (3), points must be awarded to a tenderer for attaining the B-BBEE status
level of contributor in accordance with the table below:

B-BBEE Status Level of Contributor Number of Points
1 20
2 18
3 16
4 12
5 8
6 6
7 4
8 2
Non-compliant contributor 0

3) A maximum of 20 points may be allocated in accordance with sub-paragraph (2).

4) The points scored by a tenderer in respect of B-BBEE contribution contemplated in sub-paragraph
(2) must be added to the points scored for price as calculated in accordance with sub-paragraph (1).

5) Subject to paragraph 7, the contract must be awarded to the tenderer who scores the highest total
number of points.

The 90/10 preference point system for acquisition of goods, works and / or services with a Rand

value above R1,0 million.

1) The following formula must be used to calculate the points for price in respect of tenders with a Rand
value above R1,000,000 (all applicable taxes included):

( 1 (Pt—Pmin)

a) Ps=90 Pmin

Where
Ps = Points scored for comparative price of tender or offer under consideration;
Pt= Comparative price of tender or offer under consideration; and

Pmin = Comparative price of lowest acceptable tender or offer.

2) Subject to sub-paragraph (3), points must be awarded to a tenderer for attaining their B-BBEE status
level of contributor in accordance with the table below:

B-BBEE Status Level of Contributor Number of Points
1 10
2 9
3 8
4 5
5 4
6 3
7 2
8 1
Non-compliant contributor 0

3) A maximum of 10 points be allocated in accordance with sub-paragraph (2).
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4) The points scored by a tenderer in respect of the level of B-BBEE contribution contemplated in sub-
paragraph (2) must be added to the points scored for price as calculated in accordance with sub-
paragraph (1).

5) Subject to paragraph 7, the contract must be awarded to the tenderer who scores the highest total
number of points.

7 Award of contracts to tenders not scoring the highest number of points

A contract may be awarded to a tenderer that did not score the highest total number of points, only in
accordance with paragraph 2(1)(f) of the Act.

8 Cancellation and re-invitation of tenders

1) In the event that, in the application of the 80/20 preference point system as stipulated in the tender
documents

a) 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 evaluated on the 80/20 preference point system.

2) In the event that, in the application of the 90/10 preference point system as stipulated in the tender
documents,

a) all tenders received are equal to, or below R1,000,000 the tender must be cancelled.

b) 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 system.

3) In the event that the Municipality has cancelled a tender invitation as contemplated in sub-paragraph
(1)(a) and 2(a), tenders must be re-invited and the tender documents must stipulate the correct pref-
erence point system to be applied.

4) The Municipality may, prior to the award of a tender, cancel a tender if:

a) due to changed circumstances, there is no longer a need for the services, works or goods re-
quested, or

b) funds are no longer available to cover the total envisaged expenditure; or
c) no acceptable tenders are received.

5) The decision to cancel a tender in terms of sub-paragraph (4) must be published in the media in
which the original tender invitation was advertised.

PART THREE: LOCAL PRODUCTION AND CONTENT, B-BBEE STATUS LEVEL CERTIFICATES,
CONDITIONS, DECLARATIONS, REMEDIES, TAX CLEARANCE, MECHANISMS TO
SUPPORT PREFERENTIAL PROCUREMENT, SHORT TITLE AND COMMENCEMENT

9 Local Production and Content

1) The Municipality must, in the case of designated sectors, where in the award of tenders local produc-
tion and content is of critical importance, advertise such tenders with a specific tendering 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.

2) The National Treasury will issue instructions, circulars and guidelines to all organs of state, with spe-
cific report mechanisms to ensure compliance with sub-paragraph (1).

3) Where there is no designated sector, the Municipality 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 pre-
script 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.

4) Every tender issued in terms of paragraph 9 must be measurable and audited.
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1

5)

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

Broad —Based Black Economic Empowerment Status Level Certificates

1)

2)

3)

4)

5)

Tenders with annual total revenue of R5 million or less qualify as Exempted Micro Enterprises
(EMEs) in terms or the Broad-Based Black Economic Empowerment Act, and must submit a certifi-
cate issued by a registered auditor, Accounting Officer (as contemplated in section 60(4) of the
Close Corporation Act,1984 (Act No.69 of 1984) or an accredited verification agency.

Tenders other than exempted Micro-Enterprises (EMEs) must submit their original and valid B-BBEE
status level verification certificate or a certified copy thereof, substantiating their B-BBEE rating.

The submission of such certificates must comply with the requirements of instructions and guidelines
issued by the National Treasury and be in accordance with notices published by the Department of
Trade and Industry in the Government Gazette.

B-BBEE status level verification certificates may be issued by SANAS accredited agencies or ap-
proved auditors registered with IRBA.

The B-BBEE status level attained by the tenderer must be used to determine the number of points
contemplated in regulations 5(2) and 6(2).

Conditions

1)
2)
3)

4)
5)

6)

7)

9)

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

The Municipality must, when calculating comparative prices, take into account any discounts which
have been offered unconditionally.

A discount which has been offered conditionally must, despite not being taken into account for eval-
uation purposes, be implemented when payment is processed.

Points scored must be rounded off to the nearest 2 decimals places.
In the event that two or more tenders have scored equal total points, the successful tender must
a) be the one scoring the highest number of preference points for B-BBEE.

b) However, when functionality is part of the evaluation process and two or more tenders have
scored equal points including equal preference points for B-BBEE, the successful tender must
be the one scoring the highest score for functionality.

c) Should two or more tenders be equal in all respects, the award shall be decided by the drawing
of lots.

A trust, consortium or joint venture will qualify for points for their B-BBEE status level as a legal enti-
ty, provided that the entity submits their B-BBEE status level certificate.

A trust, consortium or joint venture will qualify for points for their B-BBEE status level as an unincor-
porated entity, provided that the entity submits their consolidated B-BBEE scorecard as if they were

a group structure and that such a consolidated B-BBEE scorecard is prepared for every separate
tender.

A person must not be awarded points for B-BBEE status level if it is indicated in the tender docu-
ments that such a tenderer intends sub-contracting 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 tenderer qualifies for, un-

less the intended sub-contractor is an exempted micro enterprise that has the capability and ability to
execute the sub-contract.

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

10) A person awarded a contract in relation to a designated sector, may not sub-contract in such a man-

ner that the local production and content of the overall value of the contract is reduced to below the
stipulated minimum threshold.
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12

13

14

15

11) When the Municipality is in need of a service provided by only tertiary institutions, such services
must be procured through a tendering process from the identified tertiary institutions.

12) Tertiary institutions referred to in sub-paragraph (11) will be required to submit their B-BBEE status
in terms of the specialized scorecard contained in the B-BBEE Codes of Good practice.

13) Should the Municipality require a service that can be provided by one or more tertiary institutions or
public entities and enterprises from the private sector, the appointment of a contractor must be

a) done by means of a tendering process;
b) Public entities will be required to submit their B-BBEE status in terms of the specialised score-
card contained in the B-BBEE Codes of Good Practice.

Declarations
1) Atender must, in the manner stipulated in the document, declare that-
a) the information provided is true and correct;
b) the signatory to the tender document is duly authorised; and
c) documentary proof regarding any tendering issue will, when required, be submitted to the satis-
faction of the Municipality.

Remedies

1) The Municipality must, upon detecting that-
a) The B-BBEE status level of contribution has been claimed or obtained on a fraudulent basis; or
b) any of the conditions of the contract have not been fulfilled,
act against the tenderer or person awarded the contract.

2) The Municipality may, in addition to any other remedy it may have against the person contemplated
in sub-paragraph (1) -

a) disqualify the person from the tendering process;

b) recover all costs, losses or damages it has incurred or suffered as a result of that person’s con-
duct;

c) cancel the contract and claim any damages it has suffered as a result of having to make less fa-
vourable arrangements due to such cancellation;

d) restrict the tenderer or contractor, its shareholders and directors, or only the shareholders and
directors who acted on a fraudulent basis, from obtaining business from any organ of state for a

period not exceeding 10 years, after the audi alteram partem (hear the other side) rule has been
applied; and

e) forward the matter for criminal prosecution.
Tax clearance

No tender may be awarded to any person whose tax matters have not been declared by the South Afri-
can Revenue Services to be in order.

SHORT TITLE

This part of the policy is calied the Preferential Procurement Policy of the Overstrand Municipality.

This policy will come into effect on 1 July 2015 and will be reviewed at least annually by way of a Council
resolution.
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CODE OF CONDUCT FOR SUPPLY CHAIN MANAGEMENT PRACTITIONERS AND OTHER ROLE
PLAYERS

The purpose of this Code of Conduct is to promote mutual trust and respect and an environment where
business can be conducted with integrity and in a fair and reasonable manner.

1. General Principles

1) The Municipality commits itself to a policy of fair dealing and integrity in the conducting of its business.
Officials and other role players involved in supply chain management (SCM) are in a position of trust,
implying a duty to act in the public interest. Officials and other role players should not perform their du-
ties to unlawfully gain any form of compensation, payment or gratuities from any person, or provid-
er/contractor for themselves, their family or their friends.

2) Officials and other role players involved in SCM should ensure that they perform their duties efficiently,
effectively and with integrity, in accordance with the relevant legislation, policies and guidelines. They
should ensure that public resources are administered responsibly.

3) Officials and other role players involved in SCM should be fair and impartial in the performance of their
functions. They should at no time afford any undue preferential treatment to any group or individual or

unfairly discriminate against any group or individual. They should not abuse the power and authority
vested in them.

2. Conflict of interest
1) An official or other role player involved with supply chain management —
a) must treat all providers and potential providers equitably;
b) may not use his or her position for private gain or to improperly benefit another person;

c) 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;

d) 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;

e) must declare to the accounting officer details of any private or business interest which that person,
or any close family member, partner or associate, may have in any proposed procurement or dis-
posal process, or in any award of a contract by the Municipality;

f) must immediately withdraw from participating in any manner whatsoever in a procurement or dis-
posal 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;

g) must declare any business, commercial and financial interests or activities undertaken for financial
gain that may raise a possible conflict of interest;

h) should not place him/herself under any financial or other obligation to outside individuals or organ-
izations that might seek to influence them in the performance of their official duties; and

i) should not take improper advantage of their previous office after leaving their official position.
3. Accountability
1) Practitioners are accountable for their decisions and actions to the public.
2) Practitioners should use public property scrupulously.

3) Only accounting officers or their delegates have the authority to commit the Municipality to any trans-
action for the procurement of goods and / or services.

4) All transactions conducted by a practitioner should be recorded and accounted for in an appropriate
accounting system. Practitioners should not make any false or misleading entries into such a system
for any reason whatsoever.

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

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

a) any alleged fraud, corruption, favouritism or unfair conduct;
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b) any alleged contravention of the policy on inducements, rewards, gifts and favours to municipali-
ties or municipal entities, officials or other role players; and

c) any alleged breach of this code of conduct.

7) Any declarations made must be recorded in a register which the accounting officer must keep for this
purpose. Any declarations made by the accounting officer must be made to the mayor who must en-
sure that such declaration is recorded in the register.

Openness

1) Practitioners should be as open as possible about all the decisions and actions that they take. They
should give reasons for their decisions and restrict information only if it is in the public interest to do
sO.

Confidentiality

1) Any information that is the property of the Municipality or its providers should be protected at all times.
No information regarding any bid / contract / bidder / contractor may be revealed if such an action will
infringe on the relevant bidder's / contractor’s personal rights.

2) Matters of confidential nature in the possession of officials and other role players involved in SCM
should be kept confidential unless legislation, the performance of duty or the provisions of law requires

otherwise. Such restrictions also apply to officials and other role players involved in SCM after separa-
tion from service.

Bid Specification / Evaluation / Adjudication Committees

1) Bid specification, evaluation and adjudication committees should implement supply chain manage-
ment on behalf of the Municipality_in an honest, fair, impartial, transparent, cost-effective and account-
able manner.

2) Bid evaluation / adjudication committees should be familiar with and adhere to the prescribed legisla-

tion, directives and procedures in respect of supply chain management in order to perform effectively
and efficiently.

3) All members of bid adjudication committees should be cleared by the accounting_officer at the level of
"CONFIDENTIAL" and should be required to declare their financial interest annually.

4) No person should-
a) interfere with the supply chain management system of the Municipality; or
b) amend or tamper with any price quotation / bid after its submission.

Combative Practices

1) Combative practices are unethical and illegal and should be avoided at all cost. They include but are
not limited to:

a) Suggestions to fictitious lower quotations;
b) Reference to non-existent competition;
c) Exploiting errors in price quotations / bids;

d) Soliciting price quotations / bids from bidders / contractors whose names appear on the Register
for Tender Defaulters.
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