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CONTRACT MANAGEMENT POLICY

1 INTRODUCTION
This is a Municipal policy document that is derived from the MFMA and wili assist

employees in the Municipality to comply with all legislation, regulations and
prescripts to ensure transparency, effective contract management, expenditure

control and successful implementation of projects for the Municipality.

2 DEFINITIONS & ABBREVIATIONS

PPP Public-Private Partnership / Public-Public
Partnership

MFMA Municipal Finance Management Act

MSA Municipal Systems Act

CBO Community based and non-governmental

organizations

ToR Terms of reference

| SLA Service Level Agreement

3 PURPOSE OF THE POLICY

The primary objective of sound contract management is to ensure that all service
providers and contractors are employed, managed and monitored in accordance with
recognized standards in the Municipality.
The policy has the following objectives:
(a) To provide guidance on aspects of service provider / contractors selection,
management and monitoring;
(b) To ensure that all officials within the Municipality will be held liable and
responsible for contractual matters of the Municipality;
(c) It spells out responsibility for the Contract Manager as well as for all other
officials, of their responsibilities with project implementation;
{d) To ensure uniform procedures with contract implementation in the

Municipality.
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4 REGULATORY FRAMEWORK
Delivery management comprises a number of distinctly different processes and sub-

processes, namely:

« planning which comprises the iterative processes of identifying objectives,
programmes and projects that are to be undertaken;

« project delivery which comprises the undertaking of the projects identified
in the planning processes; and

« programme completion where the programme objectives set are regularly

evaluated and adjusted accordingly.

Procurement is the process that creates, manages and fulfils contracts. Procurement

as such forms an integral part of projects and occurs at any point in a project cycle

where external resources are required to provide supplies and services in any

combination or in the disposal of surplus plant, equipment and materials and the

demolition of redundant buildings and infrastructure.

Public procurement in South Africa is regulated in all spheres of government and

state owned enterprises through various pieces of legisiation.

4.1

4.2

4.3

In terms of sections 215 and 217 of the Constitution of the Republic of South
Africa (Act No.108 of 1996), Procurement and Budgetary processes promote
transparency, accountability fairness, equity, competitiveness and cost-

effectiveness.

In terms of section 2 of the Municipal Finance Management Act (Act 56 of
2003)the  Accounting Officer have to secure sound and sustainable
management of the fiscal and financial affairs of municipalities and municipal

entities by establishing norms and standards and other requirements.

In terms of section 116 of the Municipal Finance Management Act (Act 56 of

2003) The accounting officer of a municipality or municipal entity must-

e take all reasonable steps to ensure that a contract or agreement procured
through the supply chain management policy of the municipality or
municipal entity is properly enforced;

e monitor on a monthly basis the performance of the contractor under the

contract or agreement;
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» establish capacity in the administration of the municipality or municipal
entity to assist the accounting officer in carrying out the duties;

» to oversee the day-to-day management of the contract or agreement; and

« regularly report to the council of the municipality, as may be appropriate,
on the management of the contract or agreement and the performance of
the contractor.

4.4 Construction Industry Development Board Act (Act 38 of 2000) - establishes the
cidb to promote and implement policiés, programs and projects within the
construction industry aimed at procurement reform, standardization and

uniformity in procurement documentation, practices and procedures.

5 CONTRACT MANAGEMENT

Contract life cycle management is the process of systematically and efficiently
managing contract creation, execution and analysis for maximising operational and
financial performance and minimising risks.

5.1 PRINCIPAL PROCUREMENT ACTIVITIES AND ASSOQOCIATED STEPS AND

INTERNAL CONTROLS

The starting point in developing any procurement system is to identify procurement
activities that commence once the need for procurement is identified and end when
the transaction is completed. (See Table 1). The next step is to establish the steps
that need to be taken to proceed from one activity to another. Tables 2 to 11 set out
the steps associated with the principal procurement activities and outlines the

necessary actions associated with each step.

ACTIVITY STEPS
No Description Inputs Procedural Milestone
1 | Establish what 1. Prepare broad scope of work

is to he for procurement

purchased 2. Estimate financial value of

proposed procurement

process

2 [ Appointment of |1. Appoint a project team /
a project team / manager which will be
manager depending on the scale,
nature, complexity,
significance of procurement
taking in consideration the

manager. for the project
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3. Obtain permission to start
with the procurement

skills and experiences of the |2. Appoint a project team /
project team / contract project / contracts manager
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ACTIVITY STEPS
No | Description Inputs Procedural Milestone
3 | Decide on 1. Establish applicable
procurement preferential procurement
strategies policy
2. Establish contract and pricing
strategy
3. Establish targeting strategy
4. Establish procurement |5. Obtain approval for
procedure procurement strategies that
are to be adopted
4 | Solicit  tender |1. Prepare procurement
offers and documents
evaluate tender 2. Obtain approval for
offers procurement documents

3. Confirm that budgets are in
place and obtain approval
to advertise

4, Invite tenderers to submit
tender offers or expressions of
interest
5. Receive tender offers or
expressions of interest 7. Technical Evaluation Reprot
6. Technical evaluate tenders and BEC Evaluation report
and prepare evaluation report and recommendations.

8. BAC report and
recommendations and
approval from Accounting
Officer

9. Invite tender offers from
shortlist for expressions of
interest.
5 | Award contract |1. Accounting officer approve
award.
2. Notify successful tenderer and
unsuccessful  tenderers  of
outcome 3. Appointment letter
4, Formally accept tender offer
5. Compile contract document
6. Signing of contract
7 | Administer 1. Administer contract in
contracts  and accordance with the terms and
confirm provisions of the contract
compliance with 2. Ensure  compliance  with
requirements requirements

3. Capture contract completion

/ termination data
4, 5.
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Table 1: Principal procurement activities and associated steps and internal

controls

5.1.1 ACTIVITY 1: ESTABLISH WHAT IS TO BE PURCHASED
The actions associated with this activity are preparatory to any procurement and are

intended to clarify what is to be procured and establish the basic procurement

parameters. Table 2 sets out the sub-activities associated with activity 1, describes

the principal actions associated with this activity and each sub-activity, the necessary

input to and output from such actions and the dependencies between sub-activities.

N Activity Principal action Depen | Inputto the Output from

o) dency action the action

1 | Establish what | Clarify what is to be - Approved Confirmation of
is to be | procured project scope |what is to be
purchased procured

1. | Prepare broad | Develop a title for - Approved Broad scope of

1 | scope of work | procurement for the project scope | work for
for procurement | purposes of project procurement

identification and a
broad scope of work

1. | Estimate Estimate the financial 1.1 Broad scope of | Estimated value
2 financial value | value of the proposed work for | of procurement
of proposed | contract for budgetary procurement
procurement purposes, based on
the broad scope of
work.

1. | Obtain A decision is made to 1.2 | Document Approval to
3 permission to | proceed or not to containing title, | proceed with the
start with the | proceed with the broad scope of | procurement.
procurement procurement based work and
process on the broad scope of approximate

work and the financial value of
estimates. procurement

Table 2: Sub-activities, related actions, inputs, outputs and dependencies
pertaining to activity 1

5.1.1.1 STEP 1.1 PREPARE BROAD SCOPE OF WORK FOR PROCUREMENT

Develop a title for the procurement for the purpose of project identification and a

broad scope of work utilizing the following headings for the different categories of

procurement:
Categories Heading Guidance
Supplies o Employer's / purchaser's |[¢ Describe the objectives for the

objectives
e Overview of

the

required | e

supplies as delivered.
Provide a short description of the

8
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Categories Heading Guidance
supplies supplies.
Provide a brief outline of the quantity,
» Extent of the supplies duration and nature of the supplies.
Services o Clients [/ Employers / Describe the objectives for the

purchaser's objectives
e Description of the
services

o Extent of the services

required

services to be rendered.

Provide a short description of the
services and outline what the service
provider is to provide.

Provide a brief outline of the extent of

services, key deliverables and
duration.
Engineering |e Clients / Employers [|e Describe the objectives for the
and purchaser's objectives delivered end product or the project.
construction {e Overview of the works » Provide a short description of the
works works, its purpose, etc.

» Extent of the works s Provide a brief outline of the scope of
works. Ensure that all
operation/activities are listed.

» Location of the works + State the place and extent where the

works are fo be provided.

Table 3: Outline the broad scope of work

511.2 STEP 1.2 ESTIMATE FINANCIAL VALUE OF PROPOSED

PROCUREMENT

Estimate the financial value of the proposed contract for budgetary purposes based
on the broad scope of work. The estimate shouid include VAT, make allowances for
currency fluctuations and provide for price escalation, where appropriate. Provisions
for uncertainties (risk provision) in assumptions and the like should also be made.

In order to justify the procurement it may also be necessary to undertake feasibility
studies in order to establish the financial viability of the procurement, perform
benefit-cost analysis, establish whole life costs {capital, maintenance, management,
operating and disposal) etc. It may also be necessary to establish the timing of the
procurement in order to establish cash flow demands and to establish any related or
hidden costs eg professional or other services ancillary to the procurement. It is
important to establish a realistic ceiling price for the contract as tender offers
received in excess of this amount may cause the viability / value for money of the

project to be reconsidered and may lead to the cancellation of tenders.




5.1.1.3 STEP 1.3 OBTAIN PERMISSION TO START WITH THE PROCUREMENT
PROCESS

The accounting officer or delegated person in the organisation's procurement policy
who has the necessary authority should be presented with the broad scope of work
and financial estimates in order to decide if the procurement should proceed. it may
also at this stage be prudent to reconfirm the need and justification for the
procurement,

A procurement reference number for use in procurement documents should be
allocated for reference purposes should permission be granted to proceed with the

procurement.

5.1.2 ACTIVITY 2: APPOINTMENT OF A PROJECT TEAM / MANAGER
The appointment of a project team / contract manager will be determined by the
scale, nature, complexity and significance of procurement and necessary skills and
experiences of the team. Factors to consider when assembling the project team are:
* The nature of the project;
« The nature of the work environment and the management style of the
team;
e Communication internally and externally.
The project team may be drawn from any and all disciplines within the Municipality

as appropriate and relevant.

5.1.3 ACTIVITY 3: DECIDE ON THE PROCUREMENT STRATEGIES

The actions associated with this activity are preparatory to any procurement and are
strategic in nature. They are intended to clarify how the procurement is to take place.
They in effect plan the procurement process to achieve the required outcome and
may be regarded as a form of “business plan”.

In repetitive procurements or in specific programs, it is possible to predetermine the
options that will be used, in which case, activity 3 will fall away, (The procurement
policy of an organisation can set out the standard choices for routine procurements).
Table 4 sets out the sub-activities associated with activity 3, describes the principal
actions associated with this activity and each sub-activity, the necessary input to and
output from such actions and the dependencies between sub-activities. Any change
resulting from a review, in order to be justified, must deliver better value. It must be

recognised from the outset that there is no one ideal way to procure. Each situation

10
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is different. There are, however, clear methods for choosing the appropriate or best

way for a given circumstance and a logical process which should be followed to

confirm that decisions will indeed defiver best practice.
CIDB Best practice guide #A8, Procurement measures to develop registered

contractors, outlines the principles for sustainable growth and a number of strategies

to promote the participation of smaller registered contractors in public contracts so

that they can grow and develop. The strengths and weaknesses of each of these

strategies are discussed in the guide.

N Activity Principal action Depen Input to the Output from

o dency action the action

3 | Decide on | Determine how the| 2.1 Approved Approved
procurement procurement is 1o scope of work procurement
strategies take place strategy

3. | Establish |dentify the specific - Preferential Proposed
applicable goals which are to be Procurement specific goals
preferential pursued and Policy for | and
procurement establish likely organisation preferencing
policy outcomes and broad arrangements

implementation
procedures which are
consistent with the
framework provided
in the Act.
Establish Decide on an - Procurement Proposed

2 contract and | appropriate allocation policy and | pricing

pricing strategy | of responsibilities and institutional
risks and the capacity
methodology by
which contractors are
to be paid.
Establish Decide on the| 3.1 Proposed Proposed

3 targeting methodology that is specific  goals | targeting
strategy to be used to and strategy

implement preferencing

preferencing arrangements
Establish [dentify the process - Procurement Proposed
procurement that will be followed policy procurement
procedure to solicit tender offers procedure

and conclude a

contract.

3. | Obtain approval | Approval of selection| 3.1 Document Approved
for procurement | of strategies so that| to 3.4 | establishing procurement
strategies  that | tenders can be preferential strategies
are to be | solicited. procurement
adopted policy

Table 4 Sub-activities pertaining to activity 3
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5.1.3.1 STEP 3.1: ESTABLISH APPLICABLE PREFERENTIAL PROCUREMENT
POLICY

The Municipality’s preferential procurement policy pertaining to the programme
should be adhered to. Where preferential procurement policies are in place, identify
an appropriate theme and a specific goal within such a scheme which is to be
pursued (eg target groups, comprising enterprises or labour, goals relating to the
internal workings of enterprises, specific deliverables etc). This should be
undertaken by considering the procurement in the light of the objectives, targets and
target groups contained in the preferential procurement policy and the desirable
policy outcomes and factors such as past experience, knowledge of the potential
tenderers and an understanding of the nature of the procurement.

Once the goals have been identified and documented, quantitative targets (likely
outcomes of the preferencing arrangements) and implementation procedures which
are consistent with the framework provided in the Act need to be identified. This
should be done in relation to the procurement in question in order to arrive at the

optimum preferencing arrangements.
5.1.3.2 STEP 3.2: ESTABLISH CONTRACT AND PRICING STRATEGY

Decide on an appropriate allocation of responsibilities and risks and the methodology
by which contractors are to be paid. This decision can only be made after the risks
associated with the procurement have been identified and the availability of skills has
been established, including those required to manage the procurement.

Risk can be defined as “the probability of an unwanted outcome happening”. Risk
has also been defined as any factor, event or influence that threatens the successful
completion and operation of a project in terms of cost, time or quality.

Risk assessment should be viewed in the overall context of risk management and
seen as one of the three key activities — risk analysis, risk assessment and risk
mitigation — which facilitate the taking of decisions and actions to control risk
appropriately.

This means risk covers a wide range of possible events: from a pipe burst, to an
interest rate hike to political interference. The risks most commonly associated with
public sector projects include, very briefly, political risk, contract variation, cost

overruns, poor modelling and projections and bureaucratic management.
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Where all, or most, aspects of the Municipal service are contracted out the allocation
of risk becomes a critical issue. This is because, quite expectedly, the more risk a
contractor takes on, the more compensation it will demand from the Municipality.
This could be either in the form of money or of added control and autonomy over the
service,
An added danger area is the Municipal capacity to manage the tendering, contract
development and monitoring of the project. This option is most effective only if the
Municipality has the capacity to fulfill these functions and thus ensure that Municipal
objectives are met.
Other issues for consideration in risk assessment are:
¢ The costs of identifying, controlling or avoiding the risk.
e The need for insurance for risk not readily managed or avoided.
e The need for “sensitivity analysis” on risks of an unknown level or
magnitude.
+ |dentifying compensating behaviour practices.
» The impact of time, external factors and project actions.
¢ The impact of product life cycie including disposal and obsolescence.
Having assessed the risks and identified those requiring action, responsibility for
managing and mitigating them should be allocated. This allocation should be
dependent on the assessment of the likelihood and consequence of the risk.
Issues to be considered in risk mitigation are:
e Identifying the most appropriate body to manage or control the risk in
terms of expertise, time and/or resource.
» Establishing a fair and reasonable reimbursement mechanism.
e Insurance
o Risk transfer to suppliers including issues of appropriate level, “trade off"
and supplier contingency.
e Fraud prevention.
The need to address potential risk areas in Client/Supplier relationship and
measures to mitigate their impact should be considered at this early stage in pre-
award activities, particularly in contract formulation.
The CIDB has developed various guidelines which should be consulted when
establishing contract and pricing strategy. (Practice Guideline #Ab, Managing

construction procurement risk, Best Practice Guideline #C1, Preparing procurement

13
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documents, Best Practice Guideline #C2, Choosing an appropriate form of contract,
and SAICE Practice Manual #2, Delivering construction projects using the design by

employer contracting strategy).
5.1.3.3 STEP 3.3: ESTABLISH TARGETING STRATEGY

Establish the appropriate targeting strategy i.e. decide on the implementation
methodology that is to be pursued. (See CIDB's Best Practice Guideline #B1,
Formulating and implementing preferential procurement policies Best Practice
Guideline #B2, Methods and procedures for implementing preferential procurement
policies and Best Practice Guideline #A8, Procurement measures to develop
registered confractors).

Cognisance of the selected contracting and pricing strategy should be taken in the
selection of the targeting strategy. The documented targeting strategy should include
exact definitions for the specific goals, the method of preferencing, the number of
preference points that will be provided in respect of each specific goal and the
manner in which the goals are to be measured, quantified and monitored for contract
compliance. The implementation procedures must be consistent with the framework
provided in the Preferential Procurement Policy.

The Standard for Uniformity in Construction Procurement requires employers,
wherever appropriate, in support of industry development, to promote the
participation and development of registered contractors in the application of the
registers of contractors in engineering and construction works by:

(a} Unbundling projects into smaller contracts;

(b) Implementing targeted development programmes to support potentially
emerging contractors in accordance with the provisions of the construction
industry development regulations;

{c) Offering preferences to contractors who undertake to enter into joint ventures
with or subcontract portions of the works to such contractors; and

(d) Requiring a prime contractor to subcontract defined portions of the works to

such contractors in terms of procedures established in the scope of work.
5.1.3.4 STEP 3.4: ESTABLISH PROCUREMENT PROCEDURE

Establish and document the appropriate procurement procedure taking cognisance

of the organisation’'s procurement policy.

14
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5.1.3.5 STEP 3.5: OBTAIN APPROVAL FOR PROCUREMENT STRATEGIES
THAT ARE TO BE ADOPTED

Motivate selected procurement strategies for the proposed procurement and obtain
approval for the options selected from those persons identified in the organisation's
procurement policy. Confirm that the organisation has internal or external capacity
and expertise to undertake the procurement for the chosen procurement strategies.
If not, recommend changes in selections. Revise selections as necessary and obtain

approval for procurement strategies.

5.1.4 ACTIVITY 4: SOLICIT TENDER OFFERS
The actions associated with this activity must be conducted in accordance with the

provisions of the CIDB Code of Conduct for the Parfies Engaged in Procurement.
Written reasons may have to be furnished to tenderers for administrative actions
taken in terms of the Promotion of Administrative Justice Act.

Table 5 sets out the sub-activities associated with activity 4, describes the principal
actions associated with this activity and each sub-activity, the necessary input to and
output from such actions and the dependencies between sub-activities. In terms of
Standard Conditions of Tender contained in of the Annex F of the CIDB Standard for
Uniformity in Construction Procurement the Employer may:

s “F1.5.1 The employer may accept or reject any variation, deviation, tender
offer, or alternative tender offer, and may cancel the tender process and reject
all tender offers at any time before the formation of a contract. The employer
shall not accept or incur any liability to a tenderer for such cancelliation and
reje'ction, but will give written reasons for such action upon written request to
do so.

« F1.5.2 The employer may not subsequent to the cancellation or abandonment
of a tender process or the rejection of all responsive tender offers re-issue a
tender covering substantially the same scope of work within a period of six
months uniess only one tender was received and such tender was returned

unopened to the tenderer.”

No Activity Principal action Depen input to the Output from
dency action the action
4 Solicit Solicit tender offers in| 1,2 | Approved Tender offers
tender terms of a set of| and3 |scope of work
offers procedures and
procurement
strategy
15




No Activity Principal action Depen Input to the Output from

dency action the action

4.1 | Prepare Prepare pre- 1.3 Approved Procurement
procuremen | qualification and / or| and |scope of work | documents
t documents | tender documents, as| 3.5 |and

appropriate, that are procurement
compatible with the strategy
approved procurement

strategies.

4.2 | Obtain Bid specification | 4.1 Procurement Approved
approval for | committee review the document procurement
procuremen | procurement document
t documents | document, identify

section, if any, that
require amendments
or improvements, and
grant the necessary
approval.

4.3 | Confirm that | Project/Contract 4.2 Document Recommendatio
budgets are | manager compile containing n to proceed to
in place and | memorandum seeking approximate solicit tender
obtain recommendations and value. offers. Approval
approval to | approvals in order to Memorandum of | to proceed to
advertise make sure that finance recommendatio | solicit tender

is- available for the n to proceed to | offers.
procurement to take solicit tender
place. offers.

4.4 | Invite Advertise for tenders| 4.3 Procurement Procurement
suppliers/se | or ‘identify document document
rvice suppliers/service issued for
providers/co | providers/contractors solicitation
ntractors to | that are to be invited to purposes
submit submit tender offers in
tender accordance with the
offers or | approved procurement
expression | procedure, issue
of interest. procurement

documents, repond to
requests for
clarification,  conduct
clarification /  site
briefing meetings,
issue attendees with
minutes of  such
mesetings, and issue
addenda, as relevant.

4.5 | Receive Ensure that| 4.4 Procurement Tender
tender arrangement are in document submissions
offers or | place to receive tender issued for
expressions | offers / expressions of solicitation
of interest interest and  return purposes

16
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No Activity Principal action Depen Input to the Output from
dency action the action
unopened tenders -
those who were
received late
submissions, or are
not delivered in
accordance with
instructions.

4.6 | Technical Open tenders offers or| 4.5 | Technical Submit
evaluate expressions of interest, evaluate tender | Technical
tender record data relating to offers or | evaluation
offers or | the submission and expression  of | reportto BEC
expressions | evaluate in accordance interests
of interest with undertakings

made to tenderers.
Prepare technical
gvaluation report

4.7 | BEC review | BEC review evaluation| 4.6 | Review Minutes with
evaluation report compile scoring technical recommendatio
report using Preferential evaluation ns of BEC

Procurement and other report compile | meeting.
points. Make scoring and
recommendations  in minutes with
respect of actions to recommendatio
be taken, depending ns

upon the procurement

procedure  that s

adopted e.g. where

only one tender is

received decide to re-

advertise.

4.8 | Bid BAC ratifies | 4.7 | Review BEC | Minutes with
Adjudication | shortlisting of tender minutes and | recommendatio
Committee | offers or for recommendatio | ns for approval
ratifies expressions of interest n. and approval by
shortlisting | and makes Accounting

recommendations for Officer.
approval.

4.9 | Invite tender | Invite tender offers| 4.8 | Approved Procurement
offers from | from short list, respond shortlist of | documents
shortlist for | to requests for tenderers issued fo
expressions | clarifications by shortlisted
of interest tenderers, conduct tenders,

clarification [/  site minutes of
meetings, issue all clarification
attendees with the meetings,
minutes of such addenda to
meetings, and issue amend
addenda to amend or procurement
amplify the document.

17
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No Activity Principal action Depen input to the Output from

procurement
documents, as
relevant.

Table 5: principal actions associated with this activity 4

5.1.4.1 STEP 4.1: PREPARE PROCUREMENT DOCUMENTS

Procurement documents comprise those documents required to:

(a) prequalify respondents so that they may be invited to tender:

(b) solicit tender offers; and

(c) establish the terms and conditions of the contract.
Compile procurement documents for the calling for expressions of interest. Ensure
that the Submission Data contains a list of returnable documents. Requirements for
the preparation of procurement documents may be found in the CIDB’s Standard for
Uniformity in Construction Procurement.
Expressions of interest are only called for where the Nominated, Qualified or
Restricted Competitive Negotiations procedure is used to populate electronic data
bases or to pre-qualify tenderers, as relevant. Where an electronic data base has
already been populated, it is not necessary to call for expressions of interest.
Select an appropriate form of contract for the procurement. For construction works
the guidance contained in Best Practice Guideline #C1, Preparing procurement
documentation, and Best Practice Guideline #C2, Choosing an appropriate form of
contract for engineering and construction works, and prepare procurement
documents in accordance with the provisions of SANS 10403, SANS 294, Best
Practice Guideline #C1, Preparing procurement documentation, and SAICE Practice
Manual #1, The use of South African National Standards in Construction
Procurement, that are compatible with the adopted procurement strategies. Ensure
that the Tender Data contains a list of tender documents.
It must be stressed that procurement documents cannot be finalised until such time
that:

o all the necessary studies and / or preliminary investigations,
commensurate with the selected contract strategy have been completed,
» the bodies which need to be consulted in connection with the
procurement, have been consulted, and

+ the compatibility with other works has been established.

18
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Quality criteria used in the evaluation of tender offers should be in accordance with
the provisions of Best Practice Guideline #A4, Evaluating quality in tender
submissions.
Those tendering for a contract need to know the degree of risk that they are
expected to take. The higher the risk, the greater must be the financial provision in
case the worst scenario occurs. Consequently, the higher the risk a contractor
assumes, the greater will be the tender value and hence the cost borne by the
organisation. Whereas careful checking of the facts about existing circumstances will
help to reduce the total risk, there will always be elements of uncertainty outside the
control of all parties to the contract.
Procurement documents must assign risks to each party so that they can make
provision for managing them, either by adding to the cost of the tender or by
spreading the risk by means such means as acquiring insurance. Even if all possible
measures are faken to clarify what outcome is expected, there will always be risk
attached to the procurement processes. All likely or possible risks should be
identified and explicitly assigned to a particular party in procurement documents,
failing which;

o high premiums will be piaced on the finance required for procurement;

and

e tender prices will be unexpectedly high.
The failure to identify things that exist at the outset of the procurement frequently
give rise to costly disputes between the parties.
The length of the contract needs to be carefully considered. Clearly, the length of
contract needs to be matched to the time-scale necessary to achieve the required
outcome together with the level of investment and training necessary. Contract
periods vary with the type of work required. For term contracts where the contractor
has to provide significant “up-front” investment, periods of up to 15 years are not
unusual. Indeed, where very significant investment is required, periods of up to 25
years are adopted. A maintenance contract where investment is limited to enabling
the contractor to fulfil a contract is likely to be no more than three of four years in
length.
For engineering and works contracts, the duration of the contract should match the

reasonable rates of progress to completion. A shorter contract length will result in
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higher costs which can only be justified if the organisation has an urgent need for an
early completion and a distinct benefit can be shown for early delivery.

Procurement documents should also satisfy the requirements of donor funding
departments, agencies or banking institutions.

The returnable schedule lists all the returnable documents which need to be
completed by the bidder for tender evaluation purposes. During the competitive
bidding process bidders must declare/comply with the following:

e Include the preference points claim ito. Preferential Procurement
Regulations (MBD 6.1),

s Register for Tender Defaulters in terms of section 29 of the Prevention and
Combating of Corrupt Activities Act (No 12 of 2004 and Tax Clearance
Certificate (MBD 8 and MBD2)

» Declare any conflict of interest they may have in the transaction (MBD 4),

» Declaration by prospective providers stating that they of their direct family
members have been in the service of the state currently or in the last 12
months (MBD 4). ,

+ Certificate Of Independent Bid Determination (MBD 9)

o Disputes to be settled by means of mutual consultation, mediation, or when
unsuccessful in a SA court of law.

For construction projects some of the following project specific returnable documents
may be included in the tender document:

« Certificate Of Attendance At Site Visit And Clarification Meeting

+ Record Of Addenda To Tender Documents

o Certificate Of Authority

* Plant And Equipment

s Labour Content

¢ Contractor's Establishment On Site

» Schedule Of Specialist Subcontractors

» [ndicative Consfruction Programme

» Estimated Monthly Expenditure

¢ Amendments, Qualifications And Alternatives

e Certificate Of Compliance With Occupational Health And Safety Act, 1993
And Construction Regulations, 2014

¢ Contractor's Certificate Of Registration With Cidb

e Tenderer's Financial Standing

o Special Conditions

¢ List Of Bidder's Current Commitments and Past Experiences

¢ Compulsory Enterprise Questionnaire




5.1.4.2 STEP 4.2: OBTAIN APPROVAL FOR PROCUREMENT DOCUMENTS

The Bid Specification Committee should review the procurement documents, identify
sections, if any, that requires amendments or improvements and grant the necessary

approval.
5.1.4.3 STEP 4.3: CONFIRM THAT BUDGETS ARE IN PLACE

Project/Contract manager compile memorandum seeking recommendations and
approvals in order to make sure that finance is available for the procurement to take

place.

5.1.4.4 STEP 4.4: INVITE CONTRACTORS TO SUBMIT TENDER OFFERS OR
EXPRESSIONS OF INTEREST

With reference to the SANS 294, Construction procurement processes, procedures
and methods, and the CIDB Standard for Uniformity in Construction Procurement:
(a) Undertake the following depending upon the procurement procedure that is

adopted:

Procurement Procedure Actions

Negotiated procedure

Identify sole source provider and request that a
tender offer be submitted.

Prepare calls for expression of interest to

Nominated populate the data base if not already populated.
procedure Use software for electronic data base to identify

contractors who are to be invited to tender.
Open Prepare tender advertisements

Advertise tenders / expressions of interest in
procedure . .

appropriate media.
Proposal Prepare advertisements for the submission of
procedure tenders (two envelope} and expressions of

using the two
envelope system

interest (two stage).
Advertise for proposals in appropriate media.

Competitive { two-stage
selection system
procedure Qualified Prepare calls for expression of interest.
Advertise tenders / expressions of interest in
Procedure . .
appropriate media.
Invite tender offers, giving tenderers a minimum
of three days to respond to invitation, using one
or more of the following methods:
Quotation i) posting a notice on a website;
procedure ii) posting a notice on a demarcated notice

board in a public area;

i) placing an advertising in a local or national
newspaper;

iv) placing an advertising in the State Tender
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Procurement Procedure

Actions

Bulletin;

v) inviting registered contractors from a data
base registered in an appropriate work
category to submit quotations in a manner that
over time all registered suppliers/service
providers/contractors who have the requisite
expertise have an opportunity to submit
tenders.

Shopping Obtain three written or verbal offers and
procedure confirm lowest offer in writing, if relevant.
, Prepare call for expressions of interest.
?;;gﬁﬁge Advertis:e tende{s / expressions of interest in
Competitive negotiations appropriate media, indicating that a competitive
negotiation negotiation procedure will be followed.
procedure Open Advertise tenders in appropriate media,
competitive indicating that a competitive negotiation

negotiations

procedure will be followed.

Table 6: Procurement Procedure

(b) Obtain contact particulars of entities that draw procurement documents and
collect non-refundable deposits, as appropriate.

(¢} Respond to requests for clarifications by tenderers.

(d) Conduct clarification / site meetings, as necessary, and issue all attendees
with the minutes of such meetings.

(e} If necessary, issue addenda to amend or amplify the procurement documents
to each entity that drew documents / attended any compulsory clarification /

site meeting.

5.1.4.5 STEP 4.5: RECEIVE TENDER OFFERS OR EXPRESSIONS OF
INTEREST

Ensure that arrangements are in place to receive tender offers / expressions of
interest. Return tender offers, and where appropriate expressions of interest,
unopened if they are not submitted according to the SCM policy e.g.:

(a) received after the closing time;

(b) the tender submission is received by a method other than the method

prescribed in the procurement documents;

{(c) only one tender offer is received and it is decided to call for fresh tenders.
Open tenders and expressions of interest as soon as practicable in the presence of
two officials and record the name of the entity making the submission and

acknowledge receipt of the submission.
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Expressions of interest are only called for where:

s electronic data bases need to be populated to enable the Nominated
Procedure to be used or

« tenderers need to be prequalified and shortlisted to submit tender offers in
terms of the Qualified Procedure or the Restricted Competitive
Negotiation Procedure.

Tenderers are required to in terms of the Standard Conditions of Tender/ Standard
Conditions for the Calling for Expressions of Interest to:

» Seal the original and each copy of the tender offer as separate packages
marking the packages as "ORIGINAL" and "COPY". Each package shall
state on the outside the Employer's address and identification details
stated in the Tender Data, as well as the tenderer's name and contact
address.

e Seal the original tender offer and copy packages together in an outer
package that states on the outside only the Employer's address and
identification details as stated in the Tender Data.

o Accept that the Employer will not assume any responsibility for the
misplacement or premature opening of the tender offer if the outer

package is not sealed and marked as stated.

5.1.4.6 STEP 4.6: TECHNICAL EVALUATE TENDER OFFERS OR
EXPRESSIONS OF INTERESTS

Evaluate tender offers or expressions of interest in accordance with the provisions of
the Submission Data and, where relevant the policy and operational procedures for
electronic data bases or the guidance provided in:

o Best Practice Guideline #A3, Evalualing tender offers.

¢ Best Practice Guideline #A4, Evaluating quality in fender submissions.

The following steps and actions are needed for the Technical evaluation:

Steps Action
Determine whether or not tenders offers |6. Compare tender submission against
are complete List of Returnable Documents

contained in the tender document and
identify schedules and component
documents that have not been
returned or are incomplete.

7. Request tenderers to complete
incomplete tender documents, within a
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Steps

Action

reasonable period of time, that are
required only for tender evaluation
purposes so that they are capable of
being evaluated.

8. Record what is incomplete in each

tender submission.
Determine whether or not tender offers [1. Confirm compliance with all the
are responsive requirements of the  Standard

Conditions of Tender

Declare tender offers non-responsive
should they:

a) fail to comply with the requirements

of 1} above;

b) fail to provide additional
information that is requested by the
due date;

¢) not be fully completed to the extent

that the tender offer can be
evaluated;
d) contain material deviations or

qualifications; or
e} not be signed
Record reasons for declaring a tender
to be non-responsive.

Reduce tenders to comparative offers
where tender offers is received

1. Review financial offer and correct
discrepancies between totals and
calculations / summations in
accordance with the provisions of the
Tender Data.

|dentify parameters included in the
Returnable Documents that have a
bearing on the financial offer e.g. life
cycle costs, contract period,
requirement for price escalation etc
and quantify their impact on the
financial offer.

Reduce all tender offers to a common
base i.e. to comparative offers.

Determine the reasonableness of tender
offers

1. Judge the reasonableness of financial
offers and reject all tender offers with
unrealistic financial offers.

It is important that the offer receiving the

highest number of points for price is

realistically priced. Unrealistic financial
offers (i.e., where it is not economically
possible to execuie the contract at that
price) distort the scoring of price. In cases

where a tenderer has tendered a

favourable unrealistic financial offer, the

evaluator should ascertain as to whether
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Steps Action

or not there is a valid reason for the tender
price  being unrealistic. This may
necessitate that the tenderer be
interviewed. If there is no valid reason, the
tender offer must be eliminated from
further consideration.

Award points for quality 1. Score quality for each of the categories
stated in the Tender Data, calculate
total score for quality and record.

2. Eliminate tender offers that do not
score the minimum number of points
for quality stated in the Tender Data.

Perform a risk analysis 1. Confirm that tenderer:

a) is not under any restrictions, or has
principals who are under any
restrictions from participating in
public procurement;

b) can demonstrate the he/ she
possesses the necessary
professional and technical
qualifications, professional and
technical competence, financial
resources, equipment and other
physical facilities,  managerial
capability, reliability, experience,
and reputation, and the personnel
to perform the contract;

c) has legal capacity to enter into a
contract;

d) is not insolvent, in receivership,
bankrupt or being wound up, or
has its affairs administered by a
court or a judicial officer, has
suspended its business acfivities,
or is subject to legal procedures in
respect of any of the foregoing;

e) satisfies legal requirements; and

f) does not have conflicts of interest
which may impact on his / her
ability to perform the contract in the
best interests of the employer.

2. Perform a risk analysis on the tenderer
having the highest ranking / number of
points to ascertain if any of the
following, as relevant, present an
unacceptable commercial risk to the
employer:

a) unduly high or unduly low tendered
rates or amounts in the tender
offer;
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Steps

Action

b) contract data provided by the
employer; or

c) the contents of the tender
returnable’s which are to be
included in the contract, and

d) bank rating.

Prepare technical evaluation reporton | 1. Prepare tender evaluation reports,

responsive tenders or short listing

process

preferably  using the  following
headings:
a) Section 1: Summary
b) Section 2: An overview of the
tender evaluation process
¢) Section 3: Tender evaluation forms
d) Section 4: Reasons for the
elimination of tenderers
e) Section 5: Annexures:
* Tender prices and Comparative
prices
o Attendance Register of
clarification meeting
» Minutes of clarification meeting
* Addenda issued pertaining to
the tender

Table 7: Steps with technical evaluation

5.1.4.7 STEP 4.7: BEC REVIEW EVALUATION REPORT

The Bid Evaluation Committee review the technical evaluation report and evaluate

tender offers or expressions of interest in accordance with the provisions of the

Submission Data and, where relevant the policy and operational procedures for

electronic data bases or the guidance provided in:

» Best Practice Guideline #A3, Evaluating tender offers.

» Best Practice Guideline #A4, Evaluating quality in tender submissions.

The following steps and actions are needed for this evaluation:

Steps

Action

Review claims for preferences

1.

Confirm that tenderers are eligible for the
preferences claimed in the Preference
Schedule / the reasonableness of any
tendered contract participation goal.

Award points for financial offer

. Score the financial offer of all responsive

tender offers received to two decimal points
using the appropriate formulae described in
the CIDB Standard for Uniformity in
Construction Procurement and contained in
the Standard Conditions of Tender

Award points for quality

Score quality for each of the categories stated
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Steps

Action

in the Tender Data, calculate total score for
quality and record

2. Eliminate tender offers that do not score the

minimum number of points for quality stated in
the Tender Data.

Award points for preferences

1. Award tender evaluation points for the
category of preference / in proportion to the
tendered contract participation goal to each
eligible tenderer, in the manner described in
the relevant Preferencing Schedule

Total points and rank tenders

1. Calculate the total tender evaluation points
and rank tenderers as described in the
Standard Conditions of Tender

Review risk analysis

1. Confirm that tenderer:

a) is not under any restrictions, or has
principals who are under any restrictions
from participating in public procurement;

b) can demonstrate the he/ she possesses
the necessary professional and technical
qualifications, professional and technical

competence, financial resources,
equipment and other physical facilities,
managerial capability, reliability,

experience, and reputation, and the
personnel to perform the contract;

c) has legal capacity to enter into a contract;

d) is not insolvent, in receivership, bankrupt
or being wound up, or has its affairs
administered by a court or a judicial officer,
has suspended its business activities, or is
subject to legal procedures in respect of
any of the foregoing;

e) satisfies legal requirements; and

f) does not have conflicts of interest which
may impact on his / her ability to perform
the contract in the best interests of the
employer.

2. Perform a risk analysis on the tenderer having

the highest ranking / number of points to
ascertain if any of the following, as relevant,
present an unacceptable commercial risk to
the employer:
g) unduly high or unduly low tendered rates
or amounts in the tender offer;
h) contract data provided by the employer; or
i) the contents of the tender returnable’s
which are to be included in the contract,
and
3. bank rating.
4. Approach tenderer to amend any part of the




Steps Action

tender  submission that presents an
unacceptable commercial risk, if relevant.

Table 8: Steps for Bid Evaluation Committee

Recommend highest ranked tenderer / tenderer with the most evaluation points for
the award of the contract or if found to be unsatisfactory, undertake an analysis on
the next highest ranked tenderer and so on until such time as a tenderer satisfies the

tisk assessment.

5.1.4.8 STEP 4.8: BID ADJUDICATION COMMITTEE RATIFIES SHORTLISTING

The Bid Adjudication Committee ratifies the whole process in accordance with the
provisions of the Submission Data and, where relevant the policy and operational

procedures and makes recommendations for approval.

5.1.4.9 STEP 4.9: INVITE TENDER OFFERS FROM SHORTLIST FOR
EXPRESSIONS OF INTEREST

[nvite tender offers from short list, respond to requests for clarifications by tenderers,
conduct clarification / site meetings, issue all attendees with the minutes of such
meetings, and issue addenda to amend or amplify the procurement documents, as
relevant.

When tender offers are received repeat steps 4.4 until 4.8.

5.1.5 ACTIVITY 5§ CONTRACT AWARD

The actions associated with this activity focus on the entering into a contract with the
successful tenderer. Table 9 sets out the sub-activities associated with activity 5,
describes the principal actions associated with this activity and each sub-activity, the

necessary input to and output from such actions and the dependencies between

sub-activities

N Activity Principal action Depen Input to the Output from
) dency action the action
5 1 Award contract | Enter into contract 4 Approved Signed
with the tender contract
successful tenderer. evaluation
report
5. | Notify Nofify in writing the | 4.9 | Approved Communicatio
1 successful successful tenderer tender n to successful
tenderer and | and unsuccessful evaluation and
unsuccessful tenderers report unsuccessful
tenderers of tenderers
outcome
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Activity

Principal action

Depen
dency

Input to the
action

Output from
the action

Compile
contract
document

Assemble contract
document from the
relevant tender
returnable’s and draft
contract issued to
tenderers, capturing
all the changes that
were  agreed to
between the offer and
acceptance.

4.9

Procurement
document and
tender
submission

Contract
Document

Formally accept
tender offer

Confirm that the
tenderer has provided
a valid, original tax
clearance certificate
issued by the South
African Revenue
Services,

Formally accept the
tender offer in writing
and issue contractor
with a signed copy of
the contract.

5.2

Contract
document

Signed
contract

Capture
contract award
data

Capture, in a data
base, essential
contract data for
record purposes

5.3

Contract
document

Recorded
confract data

Table 9: principal actions associated with this activity 5

5.1.5.1 STEP 5.1: NOTIFY SUCCESSFUL TENDERER AND UNSUCCESSFUL
TENDERERS OF OUTCOME

Notify in writing the successful and unsuccessful tenderer.

5.1.5.2 STEP 5.2: COMPILE CONTRACT DOCUMENT

Assemble contract document from the relevant tender returnable’s and draft contract

issued to tenderers, capturing all the changes that were agreed to between the offer
and acceptance in the Schedule attached to the Form of Offer and Acceptance.

5.1.5.3 STEP 5.3: FORMALLY ACCEPT TENDER OFFER

Confirm that the tenderer has provided a valid, original tax clearance certificate

issued by the South African Revenue Services. Formally accept the tender offer in

writing and issue the contractor with a signed copy of the contract.
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5.1.5.4 STEP 5.4: CAPTURE CONTRACT AWARD DATA

Capture the foliowing in a data base for record purposes:

(a) the contract reference number;

(b) a description of the work;

{c) the contract price;

(d) preferences claimed;

{(e) tender evaluation points awarded;

(f) the price of the tender used for comparative purposes;
(g) the name and address of the successful tenderer;

(h) the reasons for awarding the contract to that tenderer:
(i) the reasons why any tenderers were rejected; and

(i) the procurement procedure used.

5.1.6 ACTIVITY 6: ADMINISTER CONTRACTS AND CONFIRM COMPLIANCE

WITH REQUIREMENTS

The focus on the actions in this activity are on acting in terms of the contract and

confirming that the procurement is in accordance with all requirements.

Table 10 sets out the sub-activities associated with' activity 6, and describes the

principal actions associated with this activity and each sub-activity, the necessary

input to and output from such actions and the dependencies between sub-activities.

N Activity Principal action Depen Input to the Output from

0 dency action the action

6 | Administer Act in terms of the 5 Contract Contract
contracts  and | contract and confirm document completed in
confirm that procurement is in accordance
compliance with | accordance with all with
requirements requirements. requirements

6. | Administer Administer the| 5.3 | Contract Compliance
contract in | contract in document with
accordance with | accordance with its administrative
the terms and |terms and conditions pravisions  of
provisions of the | and pay contractors the contract
contract within the time

periods provided for
in the contract so as
to avoid interest on
late payments.

6. | Ensure Meonitor the| 5.3 | Contract Certified
compliance with | contractor's document compliance
requirements performance to with  contract

ensure  that the requirements
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N Activity Principal action Depen Input to the Output from
0 dency action the action
requisite quality
standards are
attained and  all
requirements are
satisfied and certify
compliance upon
completion.
Capture Record, in a data| 6.1 Termination /| Recorded data
3 contract base, key | and | completion
completion !/ | performance 6.2 | report

termination data | indicators relating to
time, cost and the
attainment of specific
goals associated with
a preferential
procurement  policy,
or if the contract is
terminated or
cancelled, the
reasons therefore.

Table 10: actions associated with this activity 6

5.1.6.1 STEP 6.1: ADMINISTER CONTRACT IN ACCORDANCE WITH THE
TERMS AND PROVISIONS OF THE CONTRACT

(a) Administer the contract in accordance with its terms and conditions within the

agreed time frames.
{b) Pay contractors within the time periods provided for in the contract so as to

avoid interest on late payments.
(c) Resolve disputes in accordance with the provisions of the contract.

5.1.6.2 STEP 6.2: ENSURE COMPLIANCE WITH REQUIREMENTS

Monitor the contractor's performance to ensure that the requisite quality standards
are attained and the requirements are satisfied and certify compliance upon

completion.
5.1.6.3 STEP 6.3: CAPTURE CONTRACT COMPLETION / TERMINATION DATA
Record key performance indicators relating to time, cost and the attainment of

specific goals associated with a preferential procurement policy, or if the contract is

terminated or cancelled, record the reasons therefore.
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