MAKHADO LOCAL MUNICIPALITY

PREFERENTIAL PROCUREMENT POLICY 2022-2023

The Minister of Finance has, in terms of section 5, read with section 2(1)(b)(i) and (ii) and 2(1)(c), of
the Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000), and with effect from
16 January 2023, made the regulations set out inthe Schedule.

SCHEDULE

PREFERENTIAL PROCUREMENT POLICY

Contents

1. Definitions

2. Application

3. Identification of preference point system

4, 80/20 preference point system for acquisition of goods or services with Rand value
equal to or below R50 million

5. 90/10 preference point system for acquisition of goods or services with Rand value
above R50 million

6. 80/20 preference points system for tenders to generate income or to dispose of or
lease assets with Rand value equal to or below R50 million

7. 90/10 preference point system for tenders to generate income or to dispose of or
lease assets with Rand value above R50 million

8. Criteria for breaking deadlock in scoring

9 Remedies

10.  Repealofregulations
11. Short title and commencement

Definitions

1. In this policy, unless the context indicates otherwise, any word or
expression to which a meaning has been assigned in the Act must bear the meaning so
assigned—

“highest acceptable tender” means a tender that complies with all specifications and
conditions of tender and that has the highest price compared to other tenders;
“lowest acceptable tender” means a tender that complies with all specifications and
conditions of tender and that has lowest price compared to other tenders;

“price” means an amount of money tendered for goods or services, and includes all
applicable taxes less all unconditional discounts;

“Rand value” means the total estimated value of a contract in Rand, calculated at the time
of the tender invitation;
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“specific goals” means specific goals as contemplated in section 2(1)(d) of the Act which
may include contracting with persons, or categories of persons, historically disadvantaged
by unfair discrimination on the basis of race, gender and disability including the
implementation of programmes of the Reconstruction and Development Programme as
published in Government Gazette No. 16085 dated 23 November 1994;

“tender” means awrittenofferinthe formdetermined by anorganof state inresponse to
an invitation to provide goods or services through price quotations, competitive tendering
process or any other method envisaged in legislation;

“tenderforincome-generating contracts” means a written offer in the form determined
by anorgan of state inresponse toaninvitation for the origination ofincome-generating
contracts through any method envisaged in legislation that will result in alegal agreement
betweenthe organofstate andathird party that produces revenue forthe organofstate,
andincludes, butis not limitedto, leasing and disposal of assets and concession contracts,
excluding direct sales and disposal of assets through public auctions; and

“the Act” means the Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of
2000).

Application

This policy applies to Makhado Local Municipality.
Identification of preference point system

3.(1) Anorgan of state must, in the tender documents, stipulate—

(@ the applicable preference point system as envisaged in regulations 4,5, 6 or 7;

(b) the specific goal in the invitation to submit the tender for which a point may be
awarded, andthe number of points that will be awardedto eachgoal, andproof of
the claim for such goal.

(2) Ifitis unclear whether the 80/20 or 90/10 preference point systemapplies,
an organ of state must, inthe tender documents, stipulate in the case of—

(@ aninvitation for tender forincome-generating contracts, that either the 80/20 or
90/10 preference point systemwillapply and that the highest acceptable tender
will be used to determine the applicable preference point system; or

(b) any other invitation for tender, that either the 80/20 or 90/10 preference point
systemwillapply andthatthe lowestacceptable tenderwill be usedto determine
the applicable preference point system.

80/20 preference point system for acquisition of goods or services with Rand value
equal to or below R50 million

4.(1) The following formula must be used to calculate the points out of 80 for
price inrespect of aninvitation for atender with a Rand value equal to or below R50 million,
inclusive of all applicable taxes:

*Paragraph (f) of the definition of organ of state in section 1 of the Act includes any other institution or category of institutions included in the definition of “organ of state” in section 239 of the
Constitution and recognised by the Minister by notice in the Government Gazette as an institution or categoty of institutions to which the Act applies. Gov ernment Natices—
(a) R. 501 of 8 June 2011 recognises, with effect from 7December 2011, all public entities listed in Schedules 2 and 3to the Public Finance Management Act, 1999; and
(b) R. 5710f 15June 2017 recognises, with effectfrom 17 June 2017, national and provincial gov ernment components listed in Schedule 3tothe Public Serv ice Act, 1994 and municipal
entity as defined insection 1of the Local Government: Municipal Systems Act, 2000, as institutions towhichthe Act applies.
Note should betaken of notices issuedfromtimeto time in tems of paragraph (f) of this definition. The application of these Regulations is alsosubject to applicable exemptions approv ed in tems
of section 3 of the Act.



Ps= (1~ Pt-Pmin)
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Where-

Ps = Points scored for price of tender under consideration;
Pt = Price of tender under consideration; and

Pmin = Price of lowest acceptable tender.

(20  Amaximumof20 points may be awardedto atendererforthe specific
goal specified for the tender in the following manner.

(a)10 points will be awarded to a company that is 100% owned by

black people (CSD report of the bidder will be used to verify the race

of the bidder)

(b) 05 points will be awarded to a company that is owned by women (a

copy of the ID of the directors OR CSD report of the bidder will be used

to verify the gender of the bidder)

(c)05 points will be awarded to a company that is owned by

person/persons with disability(Medical certificate will be used to verify

the disability status of the bidder)

(3) The points scoredforthe specific goalmustbe addedto the points scored
for price and the total must be rounded off to the nearest two decimal places.

(4) Subject to section 2(1)(f) of the Act, the contract must be awardedto the
tenderer scoring the highest points.

90/10 preference point system for acquisition of goods or services with Rand value
above R50million

5.(1) The following formula must be usedto calculate the points out 90 for price
inrespectof aninvitation for tender with a Rand value above R50 million, inclusive of all
applicable taxes:

o= (1= Pt-Pmin)

90‘\ Pmin |/
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Where-

Ps = Points scored for price of tender under consideration;
Pt = Price of tender under consideration; and
Pmin= Price of lowest acceptable tender.

(20  Amaximumof10points may be awardedto atendererforthe specific
goal specified for the tender in the following manner.
(a) 05 points will be awarded to a company that is 100% owned by
black people (CSD report of the bidder will be used to verify the
race of the bidder)
(b) 03 points will be awarded to a company that is owned by women (a
copy of the ID of the directors OR CSD report of the bidder will be
used to verify the gender of the bidder)
(c) 02 Points will be awarded to a company that is owned by a
person/persons with disability (Medical certificate will be used to
verify the disability status of the bidder)
(3) The points scoredforthe specific goalmustbe addedto the points scored
for price and the total must be rounded off to the nearest two decimal places.
(4) Subject to section 2(1)(f) of the Act, the contract must be awardedto the
tenderer scoring the highest points.

80/20 preference points system for tenders for income-generating contracts with
Rand value equal to or below R50 million

6.(1) The following formula must be used to calculate the points for price in
respect of aninvitationfor tenderforincome-generating contracts, with a Rand value equal
to or below R50 million, inclusive of all applicable taxes:

' Pt-Pmax
Ps=80(1+ —)
‘ Pmax
here-
Ps = Points scored for price of tender under consideration;
Pt = Price of tender under consideration; and
Pmax = Price of highest acceptable tender.

(2) A maximum of 20 points may be awarded to a tenderer for the specific goal
specified for the tender.

(a)10 points will be awarded to a company that is 100% owned by black
people (CSD report of the bidder will be used to verify the race of the
bidder)

(b) 05 points will be awarded to a bidder that is a woman (a copy of the
ID of the directors OR CSD report of the bidder will be used to verify the



gender of the bidder)
(c)05 points will be awarded to a company that is owned by
person/persons with disability(Medical certificate will be used to verify
the disability status of the bidder)

(3) Thepointsscoredforthespecific goalmustbe addedtothe points scored
for price and the total must be rounded off to the nearest two decimal places.

(4) Subjecttosection2(1)(f) of the Act, the contract must be awardedto the
tenderer scoring the highest points.

90/10 preference point system for tenders for income-generating contracts with
Rand value above R50 million

7.(1) The following formula must be used to calculate the points for price in
respect of atender forincome-generating contracts, with a Rand value above R50 million,
inclusive of all applicable taxes:

pt-pmax
PS=90(1+
pmax

Where-

Ps = Points scoredfor price of tender under
consideration; Pt = Price of tender under
consideration; and

Pmax = Price of highest acceptabletender.

A maximum of 10 points may be awarded to atenderer for the specific goal
specified for the tender in the following manner.

(a)05 points will be awarded to a company that is 100% owned by
black people (CSD report of the bidder will be used to verify the race
of the bidder)
(b) 03 points will be awarded to a company that is owned by women (a
copy of the ID of the directors OR CSD report of the bidder will be used
to verify the gender of the bidder)
(c)02 Points will be awarded to a company that is owned by a
person/persons with disability (Medical certificate will be used to verify
the disability status of the bidder)

(2)The points scoredforthe specific goalmustbe adde dto the points scored for price
and the total must be rounded off to the nearest two decimal places.
(3)Subjectto section 2(1)(f) of the Act, the contract must be awardedto the
tenderer scoringthe highest points.

Criteriafor breaking deadlock in scoring
8.(1) Iftwo ormore tenderers score an equal total number of points, the contract
must be awarded to the tenderer that scored the highest points for specific goals.
(2) Iftwoormore tenderers score equaltotal points inallrespects, the award

must be decided by the drawing of lots.

Remedies
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9.(1) Ifanorganofstateis ofthe viewthatatenderer submittedfalse information
regarding a specific goal, it must—
(@ informthetenderer accordingly; and
(b)  give the tenderer an opportunity to make representations within 14 days as to
why the tender may not be disqualified or, if the tender has already been awarded
tothe tenderer, the contract should not be terminated in whole orin part.
(2)  Afterconsideringtherepresentationsreferredtoinsubregulation (1)(b),the
organ of state may, ifit concludes that suchinformation is false—
(a) disqualify the tenderer or terminate the contract in whole orin part; and
(b) if applicable, claim damages from the tenderer.

Repeal of regulations

10.(1) Subject to this regulation, the Preferential Procurement Regulations, 2017
published in Government No. 40553 of 20 January 2017, are hereby repealed with effect
from the date referred toin regulation 11.

(2) Anytender advertised before the date referred toin regulation 11 must be
dealt withinterms of the Preferential Procurement Regulations, 2017.

Short title and commencement

11. This policy is called the Preferential Procurement Policy Regulations,
2022 and take effect on 16 January 2023.



