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PREAMBLE

Properly managed contracts by all stakeholders involved, can ensure that services are
delivered within specifications as set and agreed by all during the specifications phase and
at the agreed cost,(inclusive of escalation clauses in contracts) time period and qualities of
the goods and services procured.

All contracts must be managed throughout the contract life cycle, based on the level of
management control appropriate for the classification of that contract.

Improperly managed contracts may impact negatively on service delivery. Advers ﬁ& of
poor contract management include but are not limited to; \

Goods and services outside of specification QQ

Cost overruns

Poor supplier, buyer or stakeholder relations <<§\

Negative public perception and
Potentially complete service delivery

SNANENENEN

Effective contract management is vital for the efficient opera@:@ny municipality.
The importance of contract management in munici i as been emphasized by
introduction of the Municipal Finance Management Act% of 2003.

Hence, good contract management by all st ers involved is essential for good
financial management and will contribute at the effectiveness and efficiency of
service delivery. In effect in would give % direction to all directorates following a
centralised strategy of contract management. his policy must be read in conjunction with
the SCM Policy of Intsika Yethu Munici

DEFINITIONS §\
In this policy, unless the cor{)%ﬂ ates otherwise-
A
Accounting Officer \) Means the municipal official referred to in
% Section 60 of the MFMA(2003), and include
KR a person acting as the accounting officer

Means the Local Government: Municipal
Finance Management Act,2003 (Act no.56 of
2003)

Act or MEMA X\,‘

Means communication from National
Treasury by means of a Circular to enhance
compliance and accountability to SCM

A
Circ@‘

N

Regulations and the MFMA of 2003

Construction Industry Development
Board(CIDB)

Means the construction industry
development board, a national body
established by an Act of Parliament (Act 38
of 2000) to oversee the sustainability and
growth of construction enterprises across the
country

Contract

Means the agreement that results from the
acceptance of a bid by the Municipality
(mutual agreement)
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Contract alteration

Means changing technical writing or input
errors to the agreement of the contract
without changing the scope of contract

Contract amendment

Means changing the scope, nature, duration
,purpose or objective of the agreement or
contract in context of Circular 62 and Section
116(3) of the MFMA

Contract Champion

Means the official within a specific
department, responsible for all day to day
activities (including performance

management and dispute resolution ing
the life cycle of the contract , relevant to

his/her department. The contractch n
can also be seen as the Bud (%der
SCM Contract Manager Means the SCM Official respensibie for
monitoring ,regulating agt\eposting on all
contract related activiti et out in
Section 116 of the
Contract owner (Director) Means the offici #ltimately

accountable
cycle of th
director

ivities during the life
, relevant to his/her

Delegation (in relation to a duty)

Force Majeure’

~

struction or request to perform
in performing the duty. Such
n must be in writing

xpression used to denote irresistible
erior force which might cause damage or

I
S
,\prevent the execution of an obligation,

therefore supplier is not liable for damages
caused by force majeure or for failure to
carry out a contract if prevented (terms and
conditions in this regard will be determined
by every individual contract/s)

Official (in relation to a

N

N—r

Means an employee of a municipality ,a
person seconded to a municipality to work as
a member of the staff of the municipality or a
person contracted by a municipality to work
as a member of the staff of the municipality
other than as an employee

ABBRE

ANS
BEE o0\

Black economic empowerment

Broad —based black economic empowerment

B-BBEE <
NN

id specification committee

Bid specificali .

BEG Bid evaluation committee

BAC Bid adjudication committee

GCC General conditions of contract

MSA Municipal Systems Act ,2000 (Act no 32 of
2000)

MFMA Municipal Finance Management Act (Act no
56 of 2003)

SCC Special conditions of contract

SDA Service delivery agreement

SLA Service level agreement
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1. CONTRACT MANAGEMENT

1.1 Contract Management is an agreement, based in consensus between legal subjects
with contractual capacity which is legal, physically possible and complies with the
prescribed formalities and which is reached with the intention of creating a legal
obligation with resultant rights and duties

2. OBJECTIVES

2.1 To give effect to Section 217 of the Constitutions of South Africa that stipulates tha&

e When an organ of state in the national ,province or local sphere of ii Q&Qﬁht or

any other institution identified in national legislation ,contracts for good ices ,it
must do so in accordance with a system which is ;

v' Equitable

v' Transparent %

v' Competitive @

v'  Cost-effective and

v Fair
2.2 The effective and efficient control of contracts proc@hrough the SCM system
ensuring that;
v" Proper recording and enforcement of contr ughout the contract life cycle
Za

(specifications to contract reviews)
v Support to the demand management frar%g s set out in Circular 62 of National

Treasury (August 2012), optimising lanning, resulting in effective service
delivery

v" Management of contract perfor a

v' Compliance with the regulator

v' To assist officials in under a thelr legal and managerial responsibilities with
regards to contract man

v' The optimization of e d sustainable financial wellbeing of the municipality,

resulting in lower co and
v' The continuous d &ment of effective management information systems resulting
in strategic su d risk preventions
2.3 To ensure that t procurement takes place outside of the SCM system
2.4 To ensure th & tract procurement takes place outside of the SCM system
2.5 The benefi contract management are;
q .

V' Opiti livery of service
v S %nanagement technigues and processes for all types of contracts
v _En ges achievement of value for money and continuous improvement
eftifies savings and additional revenue opportunities
hances risk management
rovides clear and complete records for audit and
Encourages communication between all parties to the Contract

2.6 Failure to implement adequate contract management could result in the following risks;
v' Paying for goods and services which do not meet the standards as set out in the

contract

Significantly higher costs

Revenue collection delays

Customer and supplier dissatisfaction

Overcharges by suppliers

Erroneous payments
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Service delivery issues

Missed savings opportunities

Failed compliance with regulatory requirements

Increased risk

Complications associated with audits

Accidental renewal of goods and services

No verification of timelines and accuracy of payments, receipts and deliverables
No monitoring of use of discounts and rebates

No monitoring of use of discounts and rebates

No monitoring of supplier performance across contracts and
No enforcement for non-performance

AN N N N N Y Y N N NN

3. STATUTORY AND REGULATORY FRAMEWORK FOR MANAGING CON'&&&

Applications and framework of the contract management policy. All oﬁicia@other role
players in the Supply Chain Management system of the Municipality ﬂjs\t plement this

policy in a way that gives effect to;
Section 217 of the Constitution

v

v' Section 116 of the MFMA

v Section 33 of the MFMA <<,

v" SCM Policy and

v Any other regulations pertaining to Supply Chain ent
This policy applies when the municipality; v

v Procures goods or services

v Disposes goods no longer needed

v' Selects service providers and su provide assistance in the provision of
municipal services including circumstances where Chapter 8 of the Municipal
Systems Act applies

3. ADOPTION, AMENDMENT @_EMENTATION OF THE CONTRACT

MANAGEMENT POLICY Q

The accounting officer m t&)
v' At least annuall w the implementation of this policy

v When consi cessary ,submit proposals for the amendment of this policy to
Council a

v' In term %tlon 62(1)(f)(iv) of the Act, take all reasonable steps to ensure that the
contract management policy is implemented

4. CO OF CONTRACT

lity must;

be in writing
v’ stipulate the terms and conditions of the contract or agreement, which must include
provisions for the termination of the contract or agreement in the case of none-or
underperformance;
dispute resolution mechanisms to settle disputes between the parties;
a periodic review of the contract or agreement once every three years in the case of
a contract or agreement for longer than three years; and
v any other matters that may be prescribed.

A&t or agreement procured through the Supply Chain Management system of the
m

AN
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5. MANAGEMENT OF CONTRACTS

The Accounting Officer and delegated officials must take all reasonable steps to;
v’ ensure that a contract or agreement procured through the supply chain management
policy of the municipality is properly enforced
v'monitor on a quarterly basis the performance of the contractor under the contract
management by also doing site visits and site meetings
v administrate the contract with the necessary competencies and delegations, ensuring
effective management of contracts

6. AMENDMENT OF CONTRACTS \
A contract or agreement procured through the supply chain management &d the
municipality may be amended by the parties, in exceptional cwcumstanc%p der to
mitigate abuse, in perception after the fact to prevent financial inefficiencie fluencing

financial sustainability

Amendments (through the transparent SCM procedures) may only % after;

v the reasons for the proposed amendment have been the Council
v' the local community has been given reasonable not e intention to amend the
contract or agreement and has been invited it representations to the
municipality %
Amendments of contracts where the expansi |at|on is not more than

v" 20% on construction related goods %s and /or infrastructure projects

v" 15% on all other goods and /or se&ice the original value of the contract, must be
submitted directly to Supply nager for approval amendment of contracts
where the expansion or vali more than the threshold prescribed by National
Treasury (Circular 62) u dealt with in terms of the provisions of Section
116(3) of the MFMA a %empt from this process

v" Amendments to the , without influencing the value or term of the contract,
within the scope of t riginal terms and conditions , may be altered provided that

both parties h nsensus on the amendment provided the reasons for the
proposed a have been tabled in the Council, the contract amendment is in
iti %v\e by both parties

writing an
v When %dment has a budgetary implications for a term longer than three(3)
ection 33 of the MFMA will apply to this amendment
ent to amend or vary a contract shall be valid and of any force unless
reement to amend or vary is entered into in writing and signed by the

7\%AAINTANANCE AND CONTRACT ADMINISTRATION

v' Contract administration includes all administrative duties associated with a contract
once it is implemented

v" No rights in terms of an awarded contract will accrue before the appeal period and/or
appeal has been finalised

v" The contract should be signed by all parties concerned (The relevant official should
also ensure that the suppliers have the delegated powers to sign and amend the
contractual agreement)
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v" The contract will only be enforceable after all the signatures of the relevant parties
are documented. (Signatures must include the initial on all pages by delegated
persons and withesses)

v' A signed service level agreement (if applicable) must be compiled and signed which
will incorporate all the relevant sections of the tender documentation

v All once off purchases shall have a specified end delivery date

8. CONTRACTS MANAGEMENT COMPONENTS

Contract Drafting é

. -

Record Management Contract Performance
Administration Monitoring
N\

8.1 PROCEDURES WHEN DRAFTIV\% ACTS
|

' ‘%g des the pre & post processes involved in the actual
tiation phase up to the final contract where consensus

Contract drafting is a process w
drafting of the contract, from t

is reached by all parties Q)

All contracts of the m ipality should be in writing and should at least include the following:
o Terminatior%e greement in case of none or under-performance
o Disputer utign mechanisms to settle disputes between the parties

e Price o ods or services to be delivered to the municipality and performance

will aluated.
° i8s In case of non-performance or under performance
. «\ n of the contract

riodic review of the contract or agreement once every three years in the case of
\ contract or agreement for longer than three years.
All contracts that have serious financial implications for the municipality should be
handed over to the municipal legal adviser for review before being signed by the
Accounting Officer or delegated official.
The following are regarded as contracts that have serious financial implications:
e Contract value to the amount of R200,000.00 or more

e Contract for the period of more 12 months and more
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9. PERFORMANCE MONITORING

Performance monitoring is the process which ensures that the actual implementation of the
terms and conditions of the contract are in line with the signed contract

Non- performance is dealt with through issuing notice of breach or invoking of the penalty
clause, done by the end-user who informs the SCM office

MFMA compels a municipality to ensure performance monitoring of its service providers and
its critical impact on municipalities’ performance and service delivery

Contract management office is responsible to ensure that performance pro and
measurements are in place at the commencement of the project to e at the
performance of service providers is monitored form day one

9.1 PAYMENT PROCEDURES ‘\

Advanced payments are prohibited. The user department m <S¢e that the contract
obligations are met and that payment is done in accordance wi ervices rendered.
Supply Chain Management office will assist the e department with the

implementation of penalties as and when needed

9.2 CONTRACT ADMINISTRATION @

Contract administration includes all administrati &s associated with a contract once it is
adjudicated and implemented and include cess from the opening of a contract file,

e
issuing of notices, extensions, terminations, bréach of contract and contract variations and to
ensure compliance at all times , a record management and the capturing of

information on the Contract registey\A
The accounting officer of Intsi&@ unicipality must—
e Take all reasona%a to ensure that a contract or agreement procured through

the supply chain,aahagement policy of the municipality is properly enforced;
e monitor on H%w basis the performance of the contractor under the contract or

agreeme
e establis ity in the administration of the municipality

e t0 % thetaccounting officer in carrying out the duties set out in bullet one and two
a ,

. see the day-to-day management of the contract or agreement;
egularly report to the council of the municipality, as may be appropriate, on the
A contract or agreement procured through the supply chain management policy of
the municipality may be amended by the parties, but only after the reasons for the

e has been given reasonable notice of the intention to amend the contract or
agreement;

\ nagement of the contract or agreement and the performance of the contractor.
proposed amendment have been tabled in the council of the municipality
e has been invited to submit representations to the municipality
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9.3 RECORDS MANAGEMENT

Proper records regarding all aspects of the contract must be maintained and kept in
accordance with relevant legislation by SCM to provide an audit trail

The original signed contract and all relevant communication must be kept by Supply Chain
Management Unit

No Directorate shall keep original bid documents and Contracts in their offices

Directorates will however be allowed to keep copies of contracts and bid documents for
assessment purposes

All communication related to contracts should be linked to the master document \

10. ROLES AND RESPONSIBILITIES OF OFFICIALS \\,

Contract Champion Q
The contract champion is responsible for the following activities; §

v planning and budgeting for contracts («m
v' ensuring that all the necessary legal formalities in en@- o the contract are

adhered to

v inform the asset management section of the expeRdi of the location of newly
procured assets for asset register and insurance

v' where appropriate , authorise payments due i s of the contract and council’s
delegations

v' submit quarterly performance reports relevant contract owner/Director

/Accounting officer on service provider
and conditions of the contract JXO

v' to take appropriate action on consultation with the Supply Chain Management where
a contractor is underperformin i efault or breach of contract

v' ensure performance of s is managed appropriately to the terms and
conditions of the contract incliding establishing and managing of non-performance is
addressed with at lea al letter advising specific non-performing areas and
stating remedial acti ired within specific time frames

v' good performanc ig@ognised and communicated through established channels

/s iers’ performance in meeting the terms

and
v all parties i in joint performance reviews where appropriate and seek
improvemeént rtunities

v Submits&m signed contract or copy thereof
v' Where.the Wunicipality is a “LESSOR” a copy of the contract must be submitted to
%Je Section with an instruction to collection the payment/s

TRACT MANAGEMENT

FB}J: purposes of contract management activities performed by the relevant role players,

the SCM person responsible for contracts will monitor and report on the following activities;
v Identification and classification of contracts for management purposes in terms of the

SCM processes

11.1. Contract Owner/Director

The Director is responsible for co-signing of contracts with the relevant service provider

Directors is ultimately accountable for the contract and is also responsible for ensuring that

contract champions are assigned to all contracts.
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12. PRICE INCREASES

Price increases shall be dealt with as stipulated in the SCM Policy
All request for

13. CONTRACTS HAVING BUDGETARY IMPLICATIONS BEYOND THREE (3)
FINANCIAL YEARS

Intsika Yethu Municipality may not enter into any contract that will impose financial
obligations beyond the three years covered in the annual budget for that financial\year,
unless the requirements of Section 33 of the MFMA have been fully complied with

14. BREACH OF CONTRACT Q\\/

In the event of poor or non-performance, the Contract champion must/eonvene a meeting
with the service provider to inform them of their poor or non-perform inutes as well as

attendance registers must be provided to SCM Q

14.2 In the event that the Service Provider continues with @vnon—performance, the
Contract Champion must provide all the informati M for the drafting of a
Breach Notice in terms of the Contract. %

14.3 After the breach period (normally 14/30 d ontract Champion will be

requested to confirm whether the Serv% ider remedied the breach.

14.4 In the event that the Service Provideér di medy the breach, the Contract will
continue. In the event that the Setw rovider did not remedy the breach, the
Contract will be terminated g\ [ternative Service Provider should be appointed

in consultation with SCM.%
15. NOTICE OF TERMINA S@
15.1 Su gement Unit will distribute a notice of termination to the
Contr pion and relevant stakeholders 6 (six) months prior to
ter t f Contract in order for the Contract Champion to commence with

t r process for the appointment of new Service Providers (if
necessary).

1@\(% event that no feedback is received from the Contract Champion on the

due date as provided in the notice, the Contract will be terminated on the

’\ termination date.
16. MINATION OF PROCUREMENT CONTRACTS

16.1 Contracts will terminate on the termination date, unless prior approval is
received from the Contract Champion for the extension.

17. PERFORMANCE MONITORING

17.1 Contract Champions must ensure that performance monitoring is done
throughout the contract period.

17.2 Contract Champions must provide reports to SCM on a quarterly basis on the
overall performance of all long term Service Providers for that quarter, which
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reports shall be filed in the Contract file for audit purposes. Performance
Reports are filed on the Contract file.

17.3 Contract Champions must provide performance checklists for goods/services
delivered to supply chain when the invoice is received and must be attached
to the invoice.

18. PENALTIES

18.1 Inthe event that the Service Provider fails to perform the services within the
period(s) specified in the Contract, the Contract Champion may deduct from

the Contract price, as a penalty, the sum as stipulated in the Contrac e
unperformed Services. \
18.2 Imposing of penalties must be approved by the delegated au (o]

signed the Contract and all such approvals must be attachgd te/the‘invoice.

18.3 The Service Provider must be informed in writing of a % tion from the
Contract price. All such correspondence must be sulmi 0 SCM for record
purposes and should also be reported in the qu ormance reporting.

19. PERFOMANCE OF SERVICE PROVIDER ZQ/

19.1 Inthe event that the Service Provider e conditions impeding timely
delivery of goods or services, the Sehwi ovider shall within a reasonable
time notify the Contract Championg % of the fact of the delay, its likely
duration and its causes). As so@n a cticable after receipt of the Service
Provider’s notice, the Contr pion must evaluate the situation and
decide to extend the serv%iro ider’s time for performance, with or without

the imposition of penag

19.2  Should the Service ider fail the deliver services in accordance with the
terms as agreed n in the Contract, the Contract Champion must inform
the Service % in writing to re-do the work within 5(five) days at no
additional 6Qs unicipality.

20. RESOLUTION

The acc ingYofficer is responsible to establish a dispute resolution mechanism as
per pirag .3.1.2.2 and also as required by section 116(1) of the MFMA the

S y
21. C& T PRICE ESCALATIONS:

% .1 An appropriate contract price adjustment formula must be specified in the bid
documents if deemed necessary

TES, OBJECTIONS, COMPLAINTS AND QUERIES

21.2 Escalation natification contract must be in writing and presented before the
implementation date thereof.

22. PERFOMANCE ON CONTRACTS:

22.1 Interms of the SCM Policy and the Municipal Systems Act, 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
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23.

Policy were achieved in terms of the Performance Management System
Implementation Policy.

Municipality’s Performance:

The municipality is required to pay creditors within 30 days of receiving all relevant
invoice statements.

The Municipality is also required to create a favourable environment to receive
services and goods without preventing the supplier to perform their duties.

v" Al parties involved must perform according to the terms and conditions of the

relevant contract, while the contract is alive. \<\

Supplier Performance Q},

v' The supplier of goods and services is required to perform as per

conditions agreed upon and should inform the municipality if ci ances prevents
them to perform, with reasons provided, within 5(five) workln to be included in
all contracts).

For all relevant deviations from the agreed terms an ns of any contract, the
key performance indicators (KPI's) should be revn weII as the alignment with
the strategic objectives established in the IDP

EFFECTIVE DATE

This policy will be effective from t % d by Council of the Intsika Yethu
Municipality.
,&

POLICY SECTION '\\ SUPPLY CHAIN UNIT -CONTRACTS

CURRENT UPDATE(Q\

PREVIOUS REVIEWND
al

AN
APPROVAWNQL:
y 4
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