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1. PREAMBLE

The Chris Hani District Municipality commits to ensure that objective of procurement contracting is to
acquire goods, services and/ or works and to carry out contracts in a manner that enhances access,
competition and fairness and results in best value or, if appropriate, the optimal balance of overall
benefits to the municipality. 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.

The intention of this Policy is to define the parameters and set out a clear basis for the creation and
application of appropriate processes and procedures that should result in efficient and value-
adding procedures within Municipalities in accordance with the prescribed legal, financial and
ethical requirements.

In accordance with the National Treasury Contract Management Guidelines, 2010, contract
management should deliberately focus on the activities associated with the operational phase of the
contract after the contract has been awarded and is functional and being implemented. It is, however,
fully acknowledged that successful contract management is significantly dependent on what happens
before, during and after the tendering and award phases.

The policy framework is designed not only to support the application of good practice within a contract,
but also to support the development and application of an effective contract management function, in
general. All transactions undertaken by Chris Hani District Municipality involve a contract whether
explicitly agreed in writing, or implicitly implied through actions. Properly managed contracts by
all stakeholders involved, can ensure that services are delivered within specifications and at the
agreed cost, (Inclusive of escalation clauses in contracts) time period, quantities of the goods and
quality service 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. Adverse effects of poor contract
management include but are not limited to:

1.1.  Goods and services outside of specification;

1.2. Cost overruns;

1.3.  Poor supplier, buyer or other stakeholder relations;
1.4. Negative public perception;

1.5. Protracted legal disputes; and

1.6. Potentially complete service delivery failure.

Hence, good contract management by all stakeholders involved is essential for good financial
management and will contribute greatly to the effectiveness and efficiency of service delivery. In effect it
would give strategic direction to all directorates following a centralized strategy of contract management.
This policy must be read in conjunction with the SCM Policy of the Chris Hani municipality.
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2. DEFINITIONS AND TERMS
In this Policy, unless the context indicates otherwise-

Accounting Officer (in relation to a municipality) refers to the municipal official referred to in section
60 of the MFMA (2003); and include a person acting as the accounting officer.

Act or MFMA refers to the Local Government: Municipal Finance Management Act,2003 (Act No.
56 of 2003);

Annual Financial Statements in relation to the Municipality means statements consisting of at least-
3.1.1 A statement of financial position

3.1.2 A statement of financial performance

3.1.3 A cash-flow statement

3.1.4 Any other statements that may be prescribed, and

3.1.5 Any notes to these statements.

Cession means a bilateral juristic act whereby rights and /or obligations are being transferred from the
cedent to the cessionary.

Cedent means an individual who transfers personal rights and /or obligations from his/her/its estate to
that of another.

Cessionary means the one who accepts transfer of personal rights and/ or obligations from estate of
another and becomes the holder of that personal right and obligation.

Circular 62 refers to communication from National Treasury by Means of a Circular to enhance
compliance and accountability to SCM Regulations and the MFMA of 2003.

Construction Industry Development Board (CIDB): refers to the Construction Industry Development
Board (CIDB), 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 refers to the agreement that results from the acceptance of a bid by the Municipality (mutual
agreement)

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

A commitment represents goods/services that have been approved and/or contracted for, but where
delivery has not taken place at the reporting date. A commitment arises when a decision has been made to
incur a liability in the future. The commitment converts to a liability when that intention becomes a
present obligation — i.e. when the delivery of the contracted goods/services has taken place.

Capital commitments arise when the Municipality has entered into a contract on or before the end of the
financial year/reporting date to incur expenditure over subsequent accounting periods relating to the
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construction of infrastructure, the purchase of major items of property, plant and equipment or significant
consultancy costs.

An approved and contracted for commitment is where the expenditure has been approved and the
contract has been awarded at the end of the financial year/reporting date.

An approved and not yet contracted for commitment is where the expenditure has been approved but
the contract has not yet been awarded or is awaiting finalisation at the end of the financial year/reporting
date.

Capital expenditure is expenditure incurred to purchase, upgrade or construct physical assets (for e.g.
buildings) for which there will be a long-term benefit. Long-term is defined as longer than one year.

Contract Amendment refers to 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 Management refers to the holistic term of all role players involved in an agreement
(SLA/SDA) or contract and include the; Contracts Manager, user department, Project Manager
and supplier.

Contracts Manager refers to the official responsible for monitoring, regulating and reporting on all
contracts related activities as set out in Section 116 of the MFMA.

Delegation (in relation to a duty) includes an instruction or request to perform or to assistin
performing the duty.

Financial Year means a year ending on 30 June.

Finance Lease is a lease that transfers substantially the risks and rewards of ownership of an asset.
Force Majeure is the expression used to denote irresistible superior force which might cause
damage or prevent the execution of an obligation, therefore suppliers is not liable for damages caused
by force majeure or for failure to carry out a contract if prevented (Term and conditions in this
regard will be determined by every individual contract/s).

Official (In relation to a municipality) refers to:

>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

otherwise than as an employee.

Operating Lease is a lease other than a finance lease and is regarded as a current payment.
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Pre-Award refers to prior to the Municipality enter into a contract with the service
provider/contractor

Project Manager refers to the Manager responsible for the day to day activities (including
performance management and dispute resolution) during the life cycle of the contract (with delegated
powers to perform this function).

Post-Award refers to subsequent to the Municipality entering into a contract with the service
provider/contractor.

Retention is a percentage of the costs in respect of construction contracts must be set aside as retention
funds.

No more than 10% of the value of the construction contract must be set aside for purposes of retention.
Regarding the release of retention funds:

(a) half of the retention funds shall be released upon the issue of a completion certificate; and,

(b) the balance of the retention funds shall be released upon completion of the defects liability period

Service Level Agreement refers to the agreement between the Municipality and a service
provider; it details the nature, quality, and scope of the service to be provided.

Surety, Surety bond or Guaranty involves a promise by one party to assume responsibility for the debt
obligation of a borrower if that borrower defaults. Usually, a surety bond or surety is a promise by a
surety or guarantor to pay one party (the obligee) a certain amount if a second party (the principal) fails to
meet some obligation, such as fulfilling the terms of a contract. The surety bond protects the obligee
against losses resulting from the principal's failure to meet the obligation. The person or company
providing the promise is also known as a "surety" or as a "guarantor".

Users refers to all officials as set out in the organogram of Chris Hani District Municipality involved
with contracts.

User Department refers to the Department that is ultimately accountable for all activities
during the life cycle of the contract, relevant to his/her directorate.

6|Page



ABBREVIATIONS

MFMA

GRAP

BEE

B-BBEE

GCC

LG: MSA

NT

Municipal Finance Management Act, 2003 (Act 56 of 2003)
Generally Recognised Accounting Practise
Black Economic Empowerment
Broad-Based Black Economic Empowerment
General Conditions of contract.
Local Government: Municipal Systems Act, 2000 (Act No. 32 of 2000).

National Treasury established by section 5 of the Public Finance

Management Act.

SCC
SDA
SLA
SCM
UD
FD
LS
AO
CM
Co
AFS
BSC
BEC

BAC
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Special Conditions of Contract.
Service Delivery Agreement.
Service Level Agreement
Supply Chain Management

User Department

Finance Department

Legal Services

Accounting Officer
Contracts Management
Contractor

Annual Financial Statements

Bid Specification Committee
Bid Evaluation Committee

Bid Adjudication Committee



3. PURPOSE AND OBJECTIVES

3.1 The purpose of this policy is to provide a policy guiding framework for effective and
efficient control of contracts that have financial implications for the Chris Hani District Municipality.

3.2 The effective and efficient control of contracts procured through the SCM system ensuring:

3.3 Proper recording and enforcement of contracts throughout the contract life cycle (from specifications
to contract reviews).

3.4 Support to the demand management framework, optimizing proper planning, resulting in
effective service delivery;

3.5 Management of Contract Performance;

3.6 To assist officials in understanding their legal and managerial responsibilities with regards to contract
management;

3.7 To ensure that all contracts by the municipality are procured within the SCM
system.

3.8 To give guidance with respect to the identification, accounting treatment and disclosure of both
approved and contracted for” and approved and not yet contracted for” commitments in its Annual
Financial Statements.

SCOPE OF APPLICABILITY

This policy applies to all officials, councillors and all other stakeholders that contracts designed to
support in developing a sound, consistent and effective procedure to managing their diverse range of
contracts within Chris Hani District Municipality.

PRINCIPLES AND VALUES

i.  Equitable

ii. Transparent

iii. Competitive

iv. Cost-Effective And
v. Fair
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4. CONTRACT MANAGEMENT FRAMEWORK
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5. POLICY PROVISIONS
CONTRACT LIFE CYCLE

The following diagram depicts the contract life cycle.

* PLANNING

e CREATION
K COLLABORATION

e EXECUTION

e ADMINISTRATION
B CLOSE OUT/ RENEWAL
o

5.1. Planning
5.1.1. Projects should be identified from the Integrated Development Plan (IDP), sourced from the
needs of the Community and the Municipality.

51.2. Identified projects should be approved by the Council of the Municipality and be incorporated in
the IDP and linked to the strategic objectives of the Municipality which in turn will be assigned an
appropriate budget.

5.1.3. Based on the appropriated budget and developed operational plan, the need for contract should be
established in order to execute the operational plans.

5.1.4. User Departments must ensure that projects emanating from the strategic objectives
contained in the approved IDP are appropriately budgeted for and operational plans or
service delivery and budget implementation plans (SDBIP) are developed.

5.1.5. Contracts Management Section of the Municipality in consultation with SCM Section of the
Municipality must ensure that contracts for projects linked to strategic objectives are procured
through an appropriate procurement process.

5.2. Creation
5.2.1. Contract Management through SCM Section of the Municipality must be informed timeously of
any tender awarded for procurement of goods and services.

5.2.2. Contract Management and Legal Services of the Municipality must ensure that appropriate

contract documentation for the relevant class of contract is documented and approved by both the
Contracts Manager and the user department.
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5.3. Collaboration

5.3.1. Prior to engaging the appointed service provider, the user department, Legal Services and
Contracts Management section must review the drafted contract to ensure that the contract will give legal
and non-legal effects to the requirements of all parties to the contract.

5.3.2. After the service provider has been approved for the appointment, the user department and
Legal Department must discuss the terms and conditions of the contract including the expected
deliverables with the appointed contractor to ensure that the terms and conditions of the contract give
effect to the requirements of both parties.

5.3.3. The negotiated contract must be in line with, and must not be materially different from the tender
specifications and awarded tender.

5.4. Execution

5.4.1. User department must enter into the contract with the appointed service provider and the contract
must be endorsed by the Municipal manager of the Municipality.

5.4.2. Contracts Manager and the Head of SCM must also sign the contract as witness to the contract.
5.4.3. The contract will only be enforceable after all the signatures of the relevant parties are
documented; therefore the signatures must include the initial on all pages by the User department and
delegated representative of the appointed contractor.

5.5. Administration

5.5.1. Contract administration includes all administrative (monitoring and evaluation)duties
associated with a contract once it is implemented.

5.5.2. Contracts Manager and the user department must from time to time review the following with
regards to the contract once it implemented;

5.5.2.1. Contract pricing and discounts (if applicable);

5.5.2.2. Timeliness of payments and or receipts;

5.5.2.3. Performance in delivering agreed service level or specifications of goods and services;
and

5.5.2.4. Applicable amendments.

5.5.3. The contract should be signed by all parties concerned (the user department must ensure that
the service provider has the delegated powers to sign and amend the contractual agreement).

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

5.5.5. All once-off purchases shall have a specified end delivery date.
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5.5.6. Contracts Manager must ensure that the contract register recording all contracts of the
Municipality is maintained by the Contracts Management section of the supply chain unity.

5.5.7. The Contracts/Commitment register contains the following information;

5.5.7.1. Details of awarded tender (i.e. Name of the service provider, Value of Contract, Contract
ID number, Contract description and Date of award);

5.5.7.2. Duration of the contract (Start and End date of the contract);

5.5.7.3. Contract Type;

5.5.7.4. Details of price escalation, if applicable;

5.5.7.5. Details of the Project Manager; and

5.5.7.6. Progress payments made under the contract.

5.5.7.7. Amounts for which invoices have been received and which are included in accruals and
should be deducted from the commitments

5.5.8. A senior official must review the contract register on a quarterly basis for completeness and
accuracy.

5.6. Close-out / Renewal

5.6.1. Contracts Manager in consultation with the user department and Project Manager must
assess the performance of the service providers at the regular interval during the contract life cycle and

importantly at the close-out or renewal of contract.

5.6.2. A review of the following issues should be considered when the performance under the
contract is assessed;

5.6.2.1. Actual quantities, prices, total values against budgeted quantities, prices and total

values;
5.6.2.2. Actual timeliness of delivery under the contract against the contracted
timeframes.

5.6.2.3. Actual service levels or specifications of goods and services against those contracted.
5.6.2.4. Future budgets, change suppliers or other stakeholder.
5.6.2.5. Outsourcing opportunities and risk strategies.
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6. IDENTIFICATION AND CLASSIFICATION OF CONTRACTS

6.1 Classification of Contracts

6.1.1. Contracts manager in consultation with the Project Manager and user department must
classify the contract according to the nature/type of procurement, value of the contract, duration of

contract, complexity of contract and perceived strategic importance of a contact.

6.1.2. Contracts manager in conjunction with the various user departments must from time to time
maintain the contract listing, the classification of contracts and update the contract register.

7. RECOGNITION, MEASUREMENT AND DISCLOSURE OF CONTRACTS

7.1. Contracts which require recognition and disclosure by the GRAP standards should be identified by
the contract management section in consultation with Budget and Treasury Office of the Municipality.

7.2. The contracts that require recognition, measurement and disclosure in the Annual Financial
Statements should be regularly reviewed by the Contracts Manager in consultation with the Head of
Budget and Treasury and Legal Section.
7.3. These contracts should include the following, but not limited to;
7.3.1. Contingent Assets, example include
7.3.1.1. Claims instituted by the Municipality against service providers
7.3.2. Contingent Liabilities, example includes
7.3.2.1. Claims instituted against the Municipality by service providers; and
7.3.2.2. Environmental rehabilitation liability.
7.3.3. Commitments, example includes
7.3.3.1. Goods and services already ordered but not yet delivered;
7.3.3.2. Goods and services budgeted for but still to be ordered; and
7.3.3.3. Lease commitments.

7.3.4. Accrued revenue, example include

7.3.4.1. Goods and services received in terms of the contract but not yet invoiced by the
contractor.
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8. PLANNING, BUDGETING AND REPORTING CYCLE

8.1 Strategic plan and budgets:- A comprehensive review of all existing and proposed contracts must
be undertaken during the strategic planning and budget process and that:

8.1.1 Operational plans must specify contracting requirements;

8.1.2 Objectives of each contract are linked to the strategic objectives of the institution;

8.1.3 Contracting requirements are communicated to internal and external stakeholders;

8.1.4 Contracts are linked to the annual procurement or sales plan: and

8.1.5 Contract management function is reviewed.

8.2 Budget implementation: -this involves enforcement of contracts in such that delivery and subsequent
payments are carried out.

8.3 Management reporting: - this involves monitoring and the reports useful for managing
contracts includes but not limited to:

8.3.1
8.3.2
833
834
83.5
83.6
8.3.7
8.3.8

8.4 Reporting

8.4.1
8.4.2
8.4.3
8.4.4
8.4.5

Budget approved, contract not awarded (planned date of award, start and completion);
Contract awarded, not yet commenced (planned date of start and completion);

Per contract - amount contracted, no order.

Per contract - amount committed, goods or services not yet received.

Per contract — value of goods or services received, not yet paid for;

Per supplier, per contract — amounts not paid within terms;

Breaches of conditions or service delivery targets (either party);

Significant price variations or other variations in conditions.

may take place during the following stages throughout the contract life cycle;

Contract inception.

In-year reporting (monthly, quarterly and mid-year);
Annual reporting (Audited AFS and Annual Report);
Planning and budget (Strategic plan and budget); and
Contract closure.

9. OVERSIGHT OF THE CONTRACT MANAGEMENT

9.1 The Contract Management of the Municipality is responsible for ensuring that contracts are
properly implemented, managed, enforced, monitored and reported on. To facilitate appropriate oversight
of contract management the accounting officer must take all reasonable steps to ensure that.

9.1.1 Contracts are properly classified according to the nature.
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9.1.2 No rights in terms of an awarded contract will accrue before the objection period of 14 days
has elapsed without there being any objection to the award.

9.1.3 Contract are signed by all parties concerned (should also ensure that the service providers
have the delegated powers to sign and amend the contractual agreement).

9.1.4 Once the final award for a tender is made the Contract management section of the
Municipality must be informed, supporting approving documents and any other

documentation subsequent to award are submitted to the Contracts Manager.

9.1.5 The Contracts Manager submits a consolidated report on the performance of contracts
or agreements to the Accounting Officer within 10 business days of the end of each quarter.

9.2 The contract will only be enforceable after all the signatures of the relevant parties are documented.

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

9.4 Contract variations should be recommended by the user department in conjunction with the Contract
Manager and be submitted to the Bid Adjudication Committee before duly approved by the Municipal

Manager.

9.5 Approved contract variations must be attached to the original, signed contract, between the
Municipality and the service provider.

10. RESOURCING CONTRACT MANAGEMENT ACTIVITIES

10.1. The roles and responsibilities of parties involved in the management of contracts procured through
the SCM system are described in the attached Annexure. Please refer to Annexure A: Roles and
Responsibilities.

11. DOCUMENT AND INFORMATION MANAGEMENT

11.1. All contracts entered into by the Municipality must be recorded in the contract register to be
maintained by Contracts Management section of the Municipality.

11.2. Proper records regarding all aspects of the contract must be maintained and kept in accordance with
relevant legislation, i.e. SCM policy, MFMA, MFMA SCM regulations and etc. Safe custody of all

contract documents must be enforced by all relevant user departments.

11.3. Contracts management section of the Municipality must record and document the following with
regards to the contract;

11.3.1. That the goods/services are received in accordance with the contract;
11.3.2. That the goods/services procured are received;
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11.3.3. That the suppliers/contractors are paid in accordance with the contract;

11.3.4. That any variations to the contract are implemented in accordance with the
contract; and

11.3.5. That any price escalations are implemented in accordance with the contract.

11.4. In instances where the price escalations provided for in the contract are approved by the delegated
officials, contract management must ensure that the addendum to the contract is attached to the original
contract.

12. RELATIONSHIP MANAGEMENT

12.1. Relationship management of the Municipality with stakeholders should take account of the
factors but not limited to;

12.1.1. Understanding of and respect for each party’s point of view;

12.1.2. Shared knowledge and objectives and desire for contract to succeed;
12.1.3. Sound understanding of contract wording and contract documents;
12.1.4. Willingness to resolve issues by all parties;

12.1.5. Effective decision making processes; and

12.1.6. Joint approach to managing delivery under the contract.

12.2. Contracts Manager in consultation with Budget and Treasury Department must ensure that
the service providers are classified according to the below “Classification Framework for
Relationship Management”.

Prime The top X suppliers in terms of importance to Institution's strategic objectives

Key Business critical supplier in terms of institution's strategic objectives

Approved Non business critical suppliers approved for repeat business subject to performance
Test New and ad-hoc suppliers

Potential Suppliers identified for potential future business

Exit Suppliers to be managed out of future business

12.3. For classification purposes, the Contracts Manager in consultation with the user department should
consider the following with regards to each contract;

12.3.1. Unique supplier ID;

12.3.2. Unique contract ID and description of contract;

12.3.3. Contract type;

12.3.4. Rand value of contract;

12.3.5. Contract duration (start and end date)

12.3.6. Contract classification;

12.3.7. Value for money assessed prior to contract execution, if applicable;
12.3.8 Corrective action required,;

12.3.9. Good performance acknowledgement;

12.3.10. Performance rating;
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12.3.11. Value of money achieved, if applicable; and
12.3.12 Whether supplier be considered for future contracts?

12.4. Classification of suppliers into the above classes should be reviewed on an annual basis by the
Contracts Manager and the representative from Budget and Treasury Department.

12.5. Contract management section must consider the consideration given to continuity of suppliers and
buyer staff for appropriate classification.

12.6. Regular contract management review must consider existing and potential strategic
relationships with a view to deliver benefits for all relevant parties.

12.7. Contract management section must ensure that communication between the parties is on peer
to peer basis, i.e. operational issues should be resolved by staff at the operational level (Project Manager).

12.8. In addition to the elements mentioned above, other factors that encourage the development
of a successful relationship include:

12.8.1. Securing senior level support in both the Municipality and service provider;
12.8.2. Recognizing that actions and attitudes affect the tone of the relationship;
12.8.3. Ensuring that the governance arrangements are fair;

12.8.4. Ensuring that roles and responsibilities are clearly understood by both parties and that
the necessary authority levels have been ascribed;

12.8.5. Ensuring that escalation routes are clear and understood but that problems are resolved as
early as possible and as low down the management tree as possible;

12.8.6. Separating strategic matters from the day-to-day service delivery issues;

12.8.7. Ensuring that appropriate attitudes and behavior are practiced and displayed to assist the
promotion of a positive and constructive relationship;

12.8.8. Communicating and sharing information at the appropriate level between the
organisation and the service provider, for example strategic, business and operational levels and
as openly as possible.

13. PERFORMANCE MANAGEMENT

13.1 Performance of the suppliers should be monitored on a regular basis and individual contracts must be
managed appropriately for the classification of contract;

13.2 Procedures to assess the performance of suppliers in meeting the requirements of the contract must
be clear, well documented and communicated to all parties prior to signing of the contract and

commencement of delivery under the contract.

13.3 Baselines, measurement metrics, methods, data sources and collection responsibilities
must be agreed with the service provider before contract signing and commencement of delivery
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13.4 Performance measurement metrics must be linked to service delivery agreements which are
consistent with the strategic objectives of the Municipality.

13.5 The following performance management measurements must be considered for contracts
entered into with contractors;

13.5.1 Site visits in accordance with the requirements of the contracts;

13.5.2 Site meetings with service providers;

13.5.3 Regular performance reviews conducted in accordance with the classification of the
service provider and or stakeholder;

13.5.4 Ad-hoc performance reviews conducted where non-performance is identified outside
of the regular review process;

13.5.5 In instances where non-performance has been identified, a formal letter advising a specific
non-performing areas and stating the remedial action(s) required within a specific
timeframes must be issued to the non-performing service provider, by the Contracts
Manager.

13.5.6 General market monitoring for market trends and compared to performance of
current service providers.

13.5.7 Performance assessment by the user department.

13.6 When assessing the value for money prior to engagement, Contracts Manager must consider the
following;

13.6.1 Prices are within the reasonable limits for the type of goods and services;
13.6.2 Procurement and other procedures were adhered to; and
13.6.3 Previous performance, where applicable.

13.7 When assessing the value for money achieved, Contracts Manage r must consider the
performance rating for the contract.

13.8 Contracts management section of the Municipality must assess the performance of the service
provider, at the regular interval during the contract life cycle and importantly at the close-out or
renewal of contract.

13.9 When assessing the performance of the service providers, buyers or other stakeholders,
parties responsible for the performance or lack thereof should be considered.

13.10 When assessing the performance of the service providers, the following broader obligations must be
considered;

13.10.1 Compliance with broader legal framework (i.e. health and safety, environment, etc.); and
13.10.2 Compliance with other policy initiatives (i.e. B-BBEE, Proudly South African, etc.).

13.11 Reports on contract management performance should be sorted or grouped in variety of ways
and combinations, which should include the following, but not limited to;
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13.11.1 Contract category and or type;
13.11.2 Service provider, buyer or other stakeholders; and
13.11.3 User department, Contracts Manager or legal advisors.

13.12 Contract management systems should add value to the Municipality, user department and
Contracts management section.

13.13 With regards to the Municipality as a whole, the following metrics should be used to evaluate
value of contract management systems to the Municipality;

13.13.1 Total cost of contracting function;

13.13.2 Breaches of contract by service providers;

13.13.3 Number and cost of litigations;

13.13.4 Number and severity of issues identified in audits; and

13.13.5 Shorter cycle time for delivery for services (plan-budget-procure-deliver).

13.14 With regards to the User Departments, the following metrics should be used to evaluate the value of
contract management systems to the user departments;

13.14.1 % of total spend under contracts;

13.14.2 % of total spend under contracts by contract classification, suppliers;

13.14.3 Suppliers, buyers or other stakeholders with multiple contracts;

13.14.4 Goods and services with multiple suppliers / buyers; and

13.14.5 Survey User Departments, procurement staff, finance, legal services, audit and other internal
stakeholders regarding their opinion of

13.14.5.1 Efficiency;
13.14.5.2 User friendliness; and
13.14.5.3 Accessibility of contracts.

13.15 With regards to Contracts management section, the following metrics should be used when
evaluation value of contract management system to the Contracts management section;

13.15.1 Average number of contracts managed per contracting professional;
13.15.2 Average number of new contracts executed per contracting professional;
13.15.3 Average number of amendments executed per contracting professional;
13.15.4 Average time to author a new contract (by category);

13.15.5 Average time to negotiate a contract;

13.15.6 Average time to get internal approval to execute a contract;

13.15.7 Average time to execute a contract;

13.15.8 Total cycle time from contract creation to contract execution;

13.15.9 % of contracts with non-standard terms;

13.15.10 % of non-standard contracts not approved;

13.15.11 % of contracts with penalties for non-compliance;

13.15.12 % of contracts with auto renewal clauses;

13.15.13 % of contracts with standard terms and or based on standard template;
13.15.14 % of contractual obligations fulfilled;
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13.15.15 lost contracts; and

13.15.16 survey stakeholders regarding their opinion of
13.15.16.1 Efficiency;
13.15.16.2 User friendliness; and
13.15.16.3 Accessibility of contracts.

13.16 As part of the annual review of the contract management policy, the performance of each contract
management area, system or set of procedures and processes must be reviewed.

13.17 Contract Management performance should be measured in terms of at least the following;

13.17.1 Efficiencies achieved in reducing total annual contracting costs;

13.17.2 Direct and indirect administrative overheads applicable to contract management
activities;

13.17.3 Accuracy and timeliness in recording, filing and accessing contract
documentation;

13.17.4 Correct operation of contract management systems (if computerized systems, the
software functioning properly);

13.17.5 Accuracy and timeliness of contract management reports;

13.17.6 Compliance with procedures; and

13.17.7 Retraining and / or removal of staff due to procedural breaches.

13.18 Performance reporting should consider the usefulness of the information for decision making.

13.19 Contracts management section should ensure that the performance information is relevant, accurate
and timely.

13.20 Inception reports must be completed at inception of the contract and should incorporate the
following;

13.20.1 Metrics;

13.20.2 Measurement systems; and

13.20.3 Measurement and reporting format and frequency.

13.21 Inception report must be endorsed by both the contractor and the User department.
13.22 The frequency of reporting must be determined taking into account the following factors;
13.22.1 Classification of the contract for management purposes;
13.22.2 Classification of service providers taking into account the relationship status;
13.22.3 Decision useful information for User Departments and Contracts Managers; and
13.22.4 Material events reported by exception when they occur.
13.23 Monthly performance reports should incorporate the following;
13.23.1 Notification of material events such as contract breaches and service delivery failures;

13.23.2 Action taken or proposed in response to breaches; and
13.23.3 Updates on contracts placed on watch due to previous performance issues.
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13.24 Quarterly and mid-year report should encompass the following issues;

13.24.1 Notification of key trigger points and milestones contained in the contracts;

13.24.2 Notification of impending contract end dates;

13.24.3 Notification of contract commencement and impending contract
commencements;

13.24.4 Contracts budgeted for and not yet contracted;

13.24.5 Value committed (ordered) and not yet delivered;

13.24.6 Payments to service providers outside of contract terms;

13.24.7 Actions taken as result of contract breaches — summary for the quarter and half- year; and
13.24.8 Actions taken to commend exceptional performance — summary for the quarter and mid-
year.

13.25 During both the preparation for annual report and strategic plan and budget, a comprehensive
review of the existing, recently completed and proposed contracts should be undertaken.

13.26 Completion reports for contracts entered into with service providers should be prepared to
ensure;

13.26.1 Formal evaluation of delivery under the contract;
13.26.2 Overall performance under the contract; and
13.26.3 Cost of service to the Municipality.

14 PAYMENT, COLLECTION, INCENTIVES AND PENALTIES

Payment provisions including the value to be paid, the schedule of payments, as well as payment
procedures as agreed upon by all parties, must be stipulated within the contract. The types of payment
schedules include payments made at regular intervals throughout the contract period or when agreed
deliverables or outputs are achieved.

14.1 Incentives / Discounts for Early Payment

In some instances, service providers provide discounts for invoices settled within a period of 30-days.
Contract Managers must negotiate these discounts vigorously and ensure that if indeed payment is made
within 30-days, the discounts are deducted from the remaining contract amount.

In the event that the service provider fails to deliver any or all of the goods, services and/ or works within
the time frame specified in the contract, the institution will be able to penalise the service provider. The
penalty is based on the delivery price of the outstanding goods, services and/ or works and uses the
current prime interest rate to calculate an amount for each day that the delivery is outstanding up until the
goods, services and/ or works are delivered to the institution. The penalty amount is deducted from the
contact value.

Both incentives and penalties are used by the institution in order to meet its objectives. An incentive is

used as a method of encouragement while a penalty is used as a form of discouragement. It is important
that both incentives and penalties are enforced uniformly.
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15.RISK MANAGEMENT

Risk is defined as uncertainty of outcome, whether this is positive (i.e. an opportunity) or negative (i.c. a
threat).

It is important that a thorough risk analysis is conducted at the signing of the contract agreement and a
risk management plan is designed to run parallel to the implementation of the contract. In contract
management, managing risk means identifying and controlling the factors that may have an impact on the
fulfilment of a contract. Risks can relate to any aspect of the contract and include fluctuations in demand,
lack of service provider capacity, changes to your requirements, industry standards or to legislation and
the transfer of staff.

Risks may be classified as:

a) Operating risks that the institution and the service provider may encounter during the
operational phase of the contract. These may be further categorised as environmental risks, health and
safety risks, financial and investment risks, demand risks, employment risks and performance risks;

b) Emerging risks that are unknown during the procurement process but which will come to light
and require management during the life of the contract; and
c) Project risks that will need to be managed during the procurement process, and, if appropriate,

the construction or implementation phase of the project. These need to be managed separately.
16. COMMITMENT DISCLOSURE

Capital commitments
The transaction cycle to demonstrate at which stage commitments should be disclosed in the AFS has
been represented in tabular format below:

Stage Decision to put Contract work Payment made
contract to commences
tender

Classification No recognition/ Liability Settles the
No disclosure for work liability

performed

DISCLOSURE NOTE FOR CAPITAL COMMITMENTS

Note for Capital Commitments example
2022/23 2021/22
Capital Expenditure
Approved and contracted
Approved but not yet contracted
Total Commitments
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DISCLOSURE NOTE FOR OPERATING LEASES

Operating leases are recognised on a straight-line basis as per requirements of GRAP 13.
2022/23 2021722

Operating leases — as lessee (Buildings)

Minimum lease payments due:

-within one year

Operating leases- as lessee (Other Equipment)
Minimum lease payment due:

-within one year

-in second to fifth year inclusive

The Municipality has operating lease contracts for building and printing machines.
17. PREPARATION AND EXECUTION OF SERVICEL LEVEL AGREEMENT

17.1 Service Level Agreements (SLA’s) are negotiated agreements designed to create a common
understanding about services, priorities and responsibilities and are applicable in two situations.

17.1.1 Firstly, internally used and provided specialist support services; and
17.1.2. Secondly when outsourcing.

17.2. The purpose of SLAs and setting service levels is to enable the Municipality to monitor and control
the performance of the service received from the supplier against agreed standards.

17.3. Contracts management section of the Municipality should ensure that service levels are
agreed and benchmarked for both the Municipality and suppliers and should be:

17.3.1. Established at a reasonable level; if they are set too high they will attract
additional charges from the supplier;

17.3.2. Prioritised by the customer in order of importance and on an agreed scale for example
critical, major, urgent, important, minor, easily monitored, such as objective, tangible and
quantifiable;

17.3.3. Unambiguous and understandable by all parties; and

17.3.4. Open to re-negotiation at any time.

17.4. After the appointment of the service provider, a service relationship must be established and
a service level agreement must be entered into.

17.5. Contract Management section and SCM unit must ensure that the tender specifications and
the minimum terms and conditions as per the bid documentation are included in the service level
agreement.

17.6. Contract Manager in conjunction with the Legal Services and user department must ensure
that the following are determined for inclusion in the service level agreement;

17.6.1. Performance, tracking and reporting;
17.6.2. Legal compliance;
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17.6.3. Third party dependencies;

17.6.4. Subcontractor relationships that service provider may enter into and the terms thereof;
17.6.5. Exclusive relationship with service provider and the circumstances under which a client
may engage other service providers;

17.6.6. Service provider’s duties and responsibilities

17.6.7. Security and information security;

17.6.8. Timeframes of signing of SLA, i.e. 21 days;

17.6.9. Intellectual property rights and confidential information; and

17.6.10. Conditions for termination of the agreement.

17.7. The Municipal manager or chairperson of the BAC, in conjunction with the user department must
co-sign the service level agreement with the service provider.

17.8. Roles and Responsibilities
17.8.2. Service provider

17.8.2.1. Must ensure that all requirements as per the SLA are met;
17.8.2.2. Must provide quarterly SLA Compliance Report and other self-assessments to verify
compliance

17.8.3. Contracts Manager.

17.8.3.1. Verifies service provider’s compliance assessments by;

17.8.3.2. Tracking the SLA-related exception reports

17.8.3.3. Reviewing the SLA Monthly Compliance Reports and other self-assessments

17.8.3.4. At its sole discretion, independently verifying the compliance with certain SLAs.
17.8.3.4.1. Resolving each SLA issue that effects the Municipality with the service
provider; and

17.8.3.4.2. Escalating the unresolved SLA issues to Municipal manager.

17.8.3.5 Must review the service level agreement, on a regular basis, preferably annually.

17.8.4. Legal Services

17.8.4.1. In conjunction with the user department must prepare the service level
agreement.

17.8.4.2. In conjunction with the User department must negotiate the terms of the service
level agreement with the service provider.

17.8.5. User department
17.8.5.1. In conjunction with the Legal Services must prepare the service level
agreement.

17.8.5.2. Must vet the service level agreement for relevance and accuracy prior to
engaging the service provider.
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17.8.5.3. Must negotiate the service level agreement with the service provider in
conjunction with the Legal services.

17.9. The original signed SLA must be kept by the Contracts Manager.

17.10. Copies of the SLA must be provided to the user department and the service provider for
their records.

17.11. Original version(s) of the service provider’s tender documentation including proposal must
be maintained by the Supply Chain Management function of the Municipality.

17.12. In addition to the service level agreement, the appointed service provider must be compelled to
complete and duly sign the MBD7 form as per the National Treasury guidelines and the documentation
must be attached to the proposal maintained by the SCM function of the Municipality.

17.13. The offer and acceptance form (i.e. MBD7 form) must be signed by the appointed service provider
and the Municipal manager or delegated official of the Municipality.

17.14. Contract management section of the Municipality must ensure that the SLA Lifecycle
comprises of the following six different phases;

17.14.2. Development of service and service templates;

17.14.3. Discovery and negotiation of an SLA;

17.14.4. Service provisioning and deployment;

17.14.5. Execution of the service;

17.14.6. Assessment and corrective actions during execution (parallel phase to
execution of the service); and

17.14.7. Termination and decommission of the service as a Service Level Agreement can be used
in many areas, there are several types of SLA’s that can be used, including:

17.14.7.1. Customer SLA: This is where there is an agreement with an individual
customer

17.14.7.2. Service SLA: This service agreement is for every customer making use of the services
being provided

17.14.7.3. Multi-level SLA: This is a combination of levels with the purpose of addressing
multiple sets of customers

17.14.7.4. Corporate SLA: This covers all Service Level Management (SLM) issues

17.14.7.5. Customer Level SLA: Covers all SLM issues that apply to a particular group of
customers

17.14.7.6. Service Level SLA: This covers all SLM issues that apply to specific services.
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18. CESSION OF CONTRACTS

The process of cession should be considered only as an absolute last resort, where cancellation or re-
advertisement would be prejudicial to the Municipality, given the inherent complexity of the cession
process and numerous difficulties that may be experienced as a result hereof. Due to these difficulties,
suppliers may elect to:

Cede the contract or parts of the contract to other suppliers, who might be in a position to fulfil
the contract.

Procedure for the cession of a contract

The following principles and procedures are to be applied and followed with respect to the cession of
contracts.

a.

b.

A clear need must exist for the ceding of a contract, in that the options of cancellation and re-
advertisement must have been excluded.
The authority to approve the cession rests with the Accounting Officer of the Municipality or
his/her delegate.
To effect a valid cession, Municipality must ensure that they use the official cession form. All
signatures appearing on the document must be in the original. Substantiating documentation
supporting the legal standing of the cessionary and the signatures must be attached to the
aforementioned official form.
The Municipality must establish if the cession will prejudice any rights or obligations which the
Municipality as a party to the contract may have had. Every attempt must be made to place the
Municipality in the same position it would have been with respect to the original contract. If it is
not possible, careful consideration must be given as to whether the cession would be in the best
interest of the Municipality, due regard being held to the following:

o Service Delivery

o Preferential procurement objectives

o Total cost
The Municipality must make sure that where the cession will entail sub-contract that all parties
are registered with the Central supplier database before the cession takes place.
The Cessionary must thus be an identified supplier who is registered on the CSD, and which is a
legal entity meeting all statutory requirements.
The Cedent and Cessionary must enter the contract unconditionally and shall be held liable for all
penalties which may accrue. To this end, the Cedent and Cessionary must understand that all
conditions binding the Cedent will apply to the Cessionary, which includes time limits, financial
conditions, and material conditions. Should the Cessionary fail to fulfil these conditions, he/she/it
will be responsible for all penalties accruing thereto.
A duly authorised official within the SCM unit of the Municipality must attest all cession
documentation and make sure the Cessionary completes all MBDs relevant.
The cession of a contract must not compromise the terms and conditions of the contract.
The Law of Cession allows for a Cession contract to be entered into without the debtor
(Municipality) participating therein or even being aware of it. For this reason, it is recommended
that Municipalities include in their conditions of bidding, provisions in respect of cessions, which
must prevent a contractor from ceding a contract without the prior knowledge and approval of the
Municipality concerned. This will reduce the risk attached to contract administration.
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ANNEXURE A- ROLES AND RESPONSIBILITIES

1.1  Municipal manager

1.1.1. Municipal manager in his capacity as an Accounting Officer must take all reasonable step
as to ensure that the contracts or agreements of the Municipality are properly enforced.

1.1.2.  Must ensure that a comprehensive delegations system is in place and that staff with delegated
authority have the necessary competence to carry out their tasks and provide appropriate and

timely advice.

1.1.3. Regularly report to the Council of the Municipality on the management of contract(s) or
agreement(s) and performance of service providers.

1.1.4. Approve the contract variation based on the recommendation of the Contract Manager in
consultation with the user department.

1.1.5. Approve the price escalation provided for in the contract based on the commendation
of the user department and Contract Manager.

1.1.6. Approve the price escalations not provided for in the contract based on the recommendation
of the Contract Manager in consultation with the Chief Financial Officer.

1.2. Contracts Manager:

1.2.1. Contracts Manager is the official responsible for monitoring, regulating and reporting on all
contracts related activities.

1.2.2. Must monitor on an on-going basis the financial health, tax compliance and overall
performance of the prime and key supplier’s.

1.2.3. Must ensure that appropriate systems (manual or computerized) are developed and implemented to
ensure proper management control and monitoring of contracts;

1.2.4. With the delegated authority from the Municipal manager, must monitor on a monthly basis
the performance of service providers under the contract or agreement.

1.2.5. Responsible for managing the different types of contracts and provide summary and exception
reports for each type as part of the contract and performance monitoring.

1.2.6. Prepare a report for the Municipal manager, at least on a quarterly basis, on the performance
service providers and on the management of contract or agreement.

1.2.7. Ensure that payments as per general ledger are reconciled to the contract register.

1.2.8. Ensure the contract registers are update for each contract awarded by the Municipality
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1.2.9. Must ensure that he/she clearly understand the contract terms and ramification around keys issues
including, termination; warranty; indemnity; security; confidentiality and dispute resolution.

1.2.10. Must submit consolidated report on the performance of contracts or agreement to the Municipal
manager within 15 business days after the end of each quarter.

1.2.11. Must ensure that the user(s) and service provider (s) adhere to the terms and conditions of the
contract.

1.2.12. Must handle all legal aspects of the contract and/or refer to the relevant department, i.e.
Legal Services Department.

SHARED RESPONSIBILITIES

1.2.13. In consultation with the User department must recommend for approval by the Municipal manager
the price escalations provided for in the contract.

1.2.14. In consultation with the Chief Financial Officer must recommend for approval by the Municipal
manager price escalations not provided for in the contract.

1.2.15. In consultation with the Project Manager must take appropriate action where a contractor is
underperforming or is in default or breach of the contract

1.2.16. In consultation with the user Department must ensure that the inception report is completed at
inception of the contract.

1.2.17. In consultation with the Project Manager must ensure that the frequency of reporting is
determined.

1.2.18. During both the preparation for annual report and strategic plan and budget, undertake a
comprehensive review of the existing, recently completed and proposed in conjunction with the user
Department.

1.3. Project Manager:

1.3.1. The Project Manager is responsible for the following activities:

1.3.1.1 Site visits in accordance with the requirements of the contracts;

1.3.1.2 Prepare contractors performance report to the user department and Contract Manager within
5 business days after the end of each month.

1.3.1.3 Ensuring that purchase orders with correct ledger accounts are captured on the financial system in
accordance with the pricing schedule;

1.3.1.4. Maintaining adequate records (paper and/or electronic) in sufficient detail on an appropriate
contract file to provide an audit trail;
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1.3.1.5. Inform the Asset Management section of the location of newly procured assets for asset register
and insurance purposes;

1.3.1.6. Where appropriate, authorize payments due in terms of the contract by processing
invoices/Goods Received Notes.

1.3.1.7. Submit monthly performance reports to the Contracts Manager on service providers
/suppliers’ performance in meeting the terms and condition of the contract (Including price
escalation);

1.3.1.8. Ensure performance of service provider is managed (Champion) appropriately to the terms and
conditions of the contract including establishing and managing of:

1.3.1.8.1. Non-performance is addressed with at least a formal letter advising specific non-
performing areas and stating remedial action/s required within specific time frames;

1.3.1.8.2. Good performance is recognized and communicated through established channels,
and

1.3.1.8.3. All parties participate in joint performance reviews where appropriate, and seek
improvement opportunities.

SHARED RESPONSIBILITIES

1.3.2. In consultation with the Contract Manager must ensure that the frequency of reporting is
determined.

1.3.3. In conjunction with the user department must prepare a completion report for contracts
entered into with service provider.

1.3.4. In consultation with Legal Services must ensure that all the necessary legal formalities in
entering into the contract are adhered to.

1.3.5. In consultation with the Contract Manager must take appropriate action where a contractor is
underperforming or is in default or breach of the contract;

1.4. User Department:
1.4.1 The user department is responsible for ensuring that the Project Manager is:
1.4.1.1. Assigned to all contract; and
1.4.1.2. Adequately trained so that they can exercise the necessary level of

responsibility in the performance of their duties.

1.4.2. The User department must ensure that Project Managers submit suppliers’ performance
reports to the Manager within 5 business days after the end of each month.
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1.4.3. Must submit a consolidated report for their Directorate to the Contracts Manager within 10
business days after the end of each quarter.

SHARED RESPONSIBILITIES

1.4.4. In consultation with the Contract Manager must ensure that the inception report is completed at
inception of the contract.

1.4.5. During both the preparation for annual report and strategic plan and budget, must undertake a
comprehensive review of the existing, recently completed and proposed in conjunction with the Contract

Manager.

1.4.6. In conjunction with the Project Manager must prepare a completion report for contracts
entered into with service provider.

1.4.7. In consultation with the Contract Manager must recommend for approval by the Municipal
manager the price escalations provided for in the contract.

1.5. User:
1.5.1. The user(s) is responsible for ensuring the following activities;
1.5.1.1. Day to day management of the contract; and
1.5.1.2. Ensuring that goods received are in accordance with the terms of the contract and
contract timeframes.
1.6. Budget and Treasury Department:
1.6.1. Chief Financial Officer of the Municipality must ensure that adequate budget is available for
procurement of any goods and services as per the contract.
1.6.2. Must ensure efficient processing of payments according to the contract(s).

SHARED RESPONSIBILITIES

1.6.3. In consultation with the Chief Financial Officer must recommend for approval by the Municipal
manager price escalations not provided for in the contract.

1.7. Legal Services

1.7.1. Must attend to all legal matters pertaining to contracts referred to by the Contracts
Manager.

SHARED RESPONSIBILITIES
1.7.2. In consultation with Project Manager must ensure that all the necessary legal formalities in
entering to contract are adhered to.

30| Page



ANNEXURE B: CONTRACT AND PERFORMANCE MANAGEMENT FLOWCHART
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ANNEXURE C: “CONTRACT LIFE CYCLE CHECKLISTS”

The diagram below illustrates how the Contract Management Framework (CMF) encompasses the
Contract Life Cycle (CLC). For each stage of the CLC an example checklist is provided. As you
apply each checklist in the institution, ensure that all components of the CMF have been
considered and the relevant policies and procedures are in place.

Checklist - Planning

Strategic planning and budgeting processes provide for review of contracts
Existing contracts continuing through or concluding during the budget year
Proposed contracts commencing in the budget year

Advance planning for contracts required in future years

Operational plans developed at budget time specify contracting requirements
Suppliers, buyers, stakeholders identified — refer to relationship management framework
Time frames specified for

e C(Creation

e Collaboration

e Execution and commencement

e Reviews

e Closeout / renewal

Objectives of each contract linked to strategic objectives of the institution
Communication to relevant internal and external stakeholders regarding contracting
requirements

Link to annual procurement plan on the purchasing side

Link to annual sales and distribution plan on the sales side

Strategic planning and budgeting processes provide for review of contract management
function

Issues identified during year and from AFS and Annual Report

Contract management policies and procedures

Identification and classification

Recognition, measurement and disclosure

Planning budgeting and reporting

Oversight

Resourcing contract management

Document and information management

Relationship management

Performance management

Payment, collection, incentives and penalties

Risk management

VVVYVYVVY

A\

YV VYV

VVVVVVVVVVVY

Checklist - Creation

Contract ID assigned

Contract classification for management purposes

Budget, implementation and in-year monitoring structures in place
Contract oversight structures in place

Supplier / buyer / stakeholder induction completed

Contract manager appointed

VVVYVYVY
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Steering group and other advisory and oversight structures in place

Handover from bid and award stage to contract management

Contract management plan in place

Contract management resources appropriate for classification

Contract documentation systems in place

Original signed hard copy contract on file

Electronic copy of original signed contract on file (PDF)

Key information and trigger points recorded in the contract management system
Appropriate supplier relationship structures in place

Roles and responsibilities of supplier, contract owner, and contract manager defined
Formal and informal communication channels clear

Conflict resolution mechanisms and escalation routes identified

Regular meeting dates set (monthly / quarterly / annually)

Performance management systems in place

Performance management processes and metrics agreed with stakeholders prior to contract
commencement

Performance measurement metrics consistent with institution’s strategic
objectives

Performance reviews set (monthly / quarterly / annually) and documentation defined
Payment, collection, incentive and penalty systems in place

Payment or collection processes and remedial action understood by all parties

Incentive or penalty provisions linked to outcomes and strategic objectives of institution
Risk management plan in place

Risk identification and assessment completed

Potential risk response documented

Risk management plan is in line with institution wide Risk Management Plan

VVVVVYVVVVVVVYVYVYYVY

VVVVVYVYVYVYYYVYY

Checklist- Collaboration
Parties for collaboration are appropriate

e Contract owner

o Legal

e Finance

e Risk management

e Audit

e Insurance

e External parties to contract

Timeframes for collaboration take into consideration operational deadlines for service delivery
Version and change control is maintained in an efficient manner

Delivery mechanisms are appropriate

Checklist - Execution

» Signing parties (including witnesses) are aware of timing and availability requirements
well in advance
» Required collaboration is complete and execution is in line with agreed terms and conditions
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Legal requirements are in order

Execution and final terms and conditions communicated to all relevant internal and external
parties

Contract owner

Contract manager / administrator

External parties to contract

Executed documents appropriately filed

Checklist-Administration

YVVVYVYVY

VVVVVVYVYVYVVVVVVYYVYYVYY

Maintenance of Contracts Inventory

Stakeholder ID (e.g. supplier or buyer ID and name)

Contract ID, and description

Contract value (total and annualised)

Contract duration

Classification for management purposes and appropriate management intervention
required

Oversight

Resources

Document and information management

Relationship management

Performance management

Payment, collection, incentives and penalties

Risk management

Stakeholders to receive reports

Frequency of review and reporting

Reporting requirements defined including documentation format and information content
Contracts likely to give rise to contingent assets or liabilities

Recently closed contracts

Recently renewed contracts

Impending contract commencement

Key trigger points

Tax clearance maintained and other statutory and compliance requirements
Risk management issues

Performance issues by exception (good and poor)

ChecKklist — Closeout/Renew

>

Contract ID, description and classification:
e Contract closeout

e Early termination

e Normal termination

e Contract renew

e Auto renew

o Competitive process

e Other

Deliverables reviewed (actual v budget)

e  Quantities
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e Prices

e Total values

e Timeliness of delivery

e Service levels or specifications
» Performance review completed
e Performance rating (1 —5)
e Value for money achieved (Y/N)
e Considered for future contracts (Y/N)
Relationship management framework informed
Change supplier, buyer or other stakeholder
Future budgets informed
Risk management plan informed

YV VVY
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19. EFFECTIVE DATE

The policy takes effect on the 01 July 2026.

20. POLICY REVIEW

a) The municipal council must annually review, and if necessary, amend its policy.

b) Any amendments to the Contracts Management Policy must accompany the municipality’s annual
budget when it is tabled in the council in terms of section 16 (2) of the Municipal Finance Management
Act.

21. POLICY ADOPTION

This policy has been considered and approved by the COUNCIL OF CHRIS HANI DISTRICT
MUNICIPALITY as follows:

Resolution No:

Signed by Municipal Manager:

Initial & Surname Signature Date
Signed by Speaker:
Initial & Surname Signature Date
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