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1. PURPOSE
11 The purpose of this practice note is to provide guidance to accounting

1.2

1.3

2.1

officers of departments and constitutional institutions and to accounting
authorities of public entities listed in Schedules 3A and 3C to the Public
Finance Management Act (PFMA), 1999 on the procedures to be followed
when procuring ICT related goods and/or services through SITA.

The practice note also aims to alert the aforementioned accounting
officers and accounting authorities of the prescribed supply chain
management (SCM) processes to be followed by SITA on behalf of
departments, constitutional institutions and 3A and 3C public entities.

Departments, constitutional institutions and Schedule 3A and 3C public
entities shall hereafter be referred to as institutions in this practice note.

BACKGROUND

In terms of the State Information Technology Amendment Act, 2002 and
its subordinate regulations (hereafter referred to as prescribed legislation),
accountability for decisions related to the procurement of ICT related
goods and/or services is vested with the respective accounting officer or
accounting authority. This is further emphasised in the PFMA which
requires that accounting officers and accounting authorities be responsible
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for the effective, efficient, economical and transparent use of their
institution’s resources.

It has, however, come to light that in some instances accounting officers
and accounting authorities are not ensuring strict compliance with the
prescribed legislation when procuring ICT related goods and/or services
through SITA.

Based on enquiries directed to the National Treasury, it would appear as
though some accounting officers and accounting authorities and their
designated SCM practitioners are experiencing difficulties with
interpretation of the prescribed legislation. This practice note attempts to
summarise and clarify the regulations as issued in terms of both the SITA
Act and the PFMA.

SUMMARY OF SITA SERVICES:

In terms of the SITA Act, a distinction is made between certain services
that must be provided by SITA and certain services that may be provided
by SITA.

Mandatory (“must”) services that are to be provided by SITA

SITA must provide the following services to national and provincial
departments:

o provide or maintain a private telecommunication network or a value
added network;

o provide and maintain transversal or departmental specific
information systems;

° provide data-processing or associated services for transversal or

departmental specific information systems;

provide IT (Information Technology) for Government;
set standards for interoperability;

set standards for ISS (information security standards);
set standards for Certification of IT acquisition;

certify all acquisitions for standard compliance;
eliminate duplication; and

leverage economies of scale.

Departments are required to acquire these services from SITA in
accordance with business and service level agreements. Should SITA
indicate in writing that it is unable to provide the service itself, SITA will act
as the procurement agent to acquire such services on behalf of
departments.
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Accounting officers are, however, required to take note that in terms of
Treasury Regulation 17.3, departments and constitutional institutions may
not amend existing or institute new computerised systems that will affect
financial administration without the prior written approval of the National
Treasury.

Non-mandatory (“may”) services that may be provided by SITA

In addition to the mandatory services as listed above, SITA may, on behalf
of a department, provide the following services:

Training in IT or information systems;

application software development;

maintenance of software and infrastructure;

data process for department specific applications or systems;
technology or business advice for IT;

research and development;

management services for IT; and

sell or provide authentication products.

Schedule 3A and 3C public entities may at their own discretion acquire
any of the abovementioned mandatory or non-mandatory services from
SITA.

In instances where SITA acts as the procurement agent on behalf of an
institution, SITA must facilitate the procurement process strictly in terms of
the prescribed legislation. SITA will make a recommendation to the
accounting officer or accounting authority on a preferred bidder(s). The
accounting officer or accounting authority, however, retains the right to
accept or reject SITA’s recommendation.

In the event of the accounting officer or authority rejecting SITA’s
recommendation, the reasons for such rejection must within 10 working
days be submitted in writing to the relevant treasury and the Auditor-
General.

- SUMMARY OF PRESCRIBED PROCEDURES

The following procedures to procure ICT related goods and/or services
through SITA are summaries of the prescribed legislation and Treasury

Regulations and these procedures must be strictly adhered to:

Procurement on quotation basis, not exceeding R 500 000.

(a) SITA must compile and maintain a list of prospective suppliers from
which ICT related goods and/or services may be procured directly
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(b)

(c)

(d)

(e)

by institutions. This list must be established through a public
invitation to be listed as a potential supplier, in accordance with
evaluation criteria reflected in the bid documents. SITA must
conduct a standard certification in respect of the goods and/or
services in question before finalizing the list of prospective
suppliers;

The institution must obtain at least three quotations per purchase
on a rotational basis depending on the number of listed suppliers
and the frequency of purchase;

In the event that it is not practical to obtain three quotations or to
select suppliers on a rotational basis, the reasons for deviation
must be approved by the relevant accounting officer or accounting
authority and recorded for auditing purposes;

If none of the suppliers on the list are able to provide the goods
and/or services, the institution may obtain quotations from other
suppliers and must accordingly inform SITA in writing; and

SITA must update the list of prospective suppliers for quotations at
least on a quarterly basis.

Institutional specific contracts

(a)

(b)

(c)

An institutional specific contract relates to:

(i) specific ICT related information systems and goods and/or
services required;

(i)  arequest for information (RFI); or

(i)  arequest for proposals (RFP).

This may include bids for services that SITA is unable to render and
for which the institution resolved to procure the requirements
through SITA, who will facilitate the arrangement of a contract as a
procurement agent. For such purchases, SITA is empowered to
appoint consultants, including auditors if required, to provide
technical advice.

The accounting officer or accounting authority must appoint a
specific official within his or her institution to administer the contract
and such an official shall be known as the designated official. As
the contact person, the designated official is responsible for
preparing the business case, obtaining approval from the
accounting officer or accounting authority for the business case,
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(h)

(i)

1)

compilation of specifications, obtaining approval for the bid
documents and appointing officials for the bid evaluation process.

The institution must determine the need for the ICT related goods
and/or services and must compile the business plan and
specifications. The institution may, at its own cost, request SITA to
assist with the compilation of the business plan and specifications.

SITA must compile the required bid documentation, subject to the
prescribed legislation, the Preferential Procurement Regulations
and National Treasury requirements related to tax clearance
certificates and submit the final bid documentation to the
accounting officer or accounting authority for approval.

SITA must advertise the bid in at least the Government Tender
Bulletin, on SITA’s website and in other appropriate media. When
the goods and/or services, RFI or RFP are required by a provincial
department or by a national department within a specific province,
the bid must also be advertised in that province.

The bids must close at an office prescribed by SITA in the bid
documents. The bids must be opened in public and the names of
the bidders, and if possible, the total bid prices must be read out.

The accounting officer or accounting authority must appoint an
official from the institution as the chairperson of the Bid Evaluation
Committee (BEC). In addition, the accounting officer or accounting
authority must appoint other officials of the institution to serve as
members of the BEC. The designated official may, however, not
serve on the BEC. SITA must also appoint their relevant officials to
serve as members of the BEC and these officials will also provide
the administrative support to the Committee.

SITA must ensure that the goods and/or services offered adhere to
the prescribed certification standards and the BEC must evaluate
the bid in accordance with the evaluation criteria captured in the bid
documents. The BEC must also conduct risk analyses of the
preferred bidder(s) and must compile a recommendation to the
relevant accounting officer or accounting authority for the award.

A Recommendation Committee (RC) comprising officials only from
SITA must verify that the procurement process complied with the
prescribed legislation, the Preferential Procurement Regulations
and National Treasury requirements. The RC must also conduct its
own risk analysis and must, on behalf of SITA, submit a
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(k)

()

(m)

recommendation to the accounting officer or accounting authority
on the award of the bid.

Upon receipt of the recommendations from the BEC and the RC,
the accounting officer or accounting authority must make the final
award and inform the successful bidder(s) and SITA of the award.
The accounting officer or accounting authority may award the bid to
a bidder other than the bidder(s) indicated in the
recommendation(s) received and in such instances the reasons for
deviating from the recommendations must within 10 working days
be submitted in writing to the relevant treasury, SITA and the
Auditor-General.

SITA must arrange for the publication of the award in the
Government Tender Bulletin and on SITA’s website.

The accounting officer or accounting authority may delegate the
decision-making process on the award of the bid to the relevant Bid
Adjudication Committee (BAC).

Cancellation of Bid

(a)

(b)

A bid may be cancelled if:

(i) prior to its award, it is determined that the need for the
commodity no longer exists;

(i)  the envisaged expenditure exceeds the available funds, and

(i) no acceptable bids were received.

Bids may only be cancelled in exceptional circumstances since
cancellations may result in fruittess and wasteful expenditure for
both Government and the prospective suppliers. If the need for the
commodity no longer exists, available funds are insufficient or no
acceptable bids are received, it reflects negatively on the demand
management and strategic sourcing processes that have been
followed.

Transversal Term Contracts

The following represent the two types of transversal term contracts that
are available for ICT related procurement, namely:

(a)

transversal framing term contracts where the ICT related goods
and/or services may be procured by means of quotations from pre-
identified potential suppliers whose products meet the standard
certification; and
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(b)

transversal term contracts which provide for the supply of ICT
related goods and/or services at contracted prices.

General

(a)

(b)

(c)

(d)

(e)

(f)

The Department of Public Service and Administration (DPSA) or
any other department as the Minister of the Public Service and
Administration wishes to select, must act as the designated
department or public body.

The accounting officers or accounting authorities of the participating
institutions must in writing delegate the power to award the bid on
their behalf to the accounting officer or accounting authority of the
designated institution.

‘The designated institution must establish a committee consisting of

delegated representatives of the participating institutions to
determine the user requirements, compile the business case and
specifications and to approve the business case after consultation
with the Government Information Technology Officer (GITO)
Council.

An employee from SITA must chair the BEC meetings which must
be constituted from employees of the client institutions and from
SITA.

The BEC must submit their recommendations to the RC who will
conduct their prescribed processes and will submit a
recommendation for the award to the accounting officer or
accounting authority of the designated institution. The accounting
officer or accounting authority will then award the bid to the relevant
preferred bidder(s) after considering the reports received from the
BEC and RC.

Upon awarding of the relevant bid by the designated institution,
SITA must, after consultation with the GITO Council, conclude the
necessary transversal term contracts with the successful bidder(s).

Procurement from a transversal framing term contract

(a)

(b)

Transversal framing term contracts enable institutions to procure
ICT related goods and/or services by means of quotations from pre-
identified potential suppliers whose products meet the standard
certification.

With regard to procurement from a transversal framing contract:
(i) SITA must make available a value proposal for the

transversal framing term contract to every prospective
institution;
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(i)  the institution may engage directly with the prospective
suppliers based on the approved user requirement
specification;

(i)  Suppliers must submit quotes based on the user requirement
specification;

(iv) the institution must select the specific supplier; place orders
with the selected supplier(s), forward copies of the orders to
the relevant contract manager at SITA and make payments
in respect of goods and / or services rendered directly to the
supplier; and

(v) if the transversal framing contract requires a specific formal
agreement, such agreement must be concluded between the
institution and the supplier. The institution may request SITA
to assist with the management of such agreement.

Procurement from a transversal goods or services term contract.

(a)

(b)

Transversal goods and services term contracts enable the
institutions to procure ICT related goods and/or services at
contracted prices obtained through a competitive bidding process.

With regard to procurement from a transversal goods or services
term contract:

(i) SITA must make available a value proposal for the
transversal framing term contract to every prospective
department or public body;

(i)  the institution must place the order directly with the supplier
and furnish a copy of the relevant order to the relevant
contract manager of SITA; and

(i)  the institution must make payment in respect of the order
directly to the supplier.

DATABASE MAINTAINED BY SITA

SITA must maintain a database on its website of all existing transversal
term contracts, which must at least include the following:

(a)
(b)
(c)
(d)

(e)

The contract number;

The contract title and a short description;

The suppliers;

The names and contact details of the contract managers of the
suppliers;

The price list of goods and services, if applicable, and the last date
when updated; and
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(f) The names and contact details of SITA’s contract manager for the
specific transversal term contracts.

Any changes to the information referred to in 5.1 must be updated
immediately on SITA’s website.

PROHIBITION TO CALL FOR BIDS
The following prohibitions apply when inviting bids:

(a) during the tenure of a transversal term contract, an institution may
not invite a bid for goods and/or services that are the subject matter
of that contract; and

(b) an institution, which resolved to procure such goods and/or services
through SITA, may procure such goods and/or services only from
the relevant supplier(s) under that contract.

PUBLIC PRIVATE PARTNERSHIPS

The following is applicable to ICT related procurement through public
private partnership (PPP) agreements:

(a) if a department wishes to acquire ICT related goods and/or services
in terms of a PPP agreement, such an acquisition must take place
in accordance with Treasury Regulation 16, issued in terms of the
PFMA; and

(b)  SITA must appoint a representative on the relevant PPP project
task team to arrange standard certification of all ICT related goods
and/or services acquired for such a PPP.

APPLICABILITY

This practice note applies to all national and provincial departments,
constitutional institutions and public entities listed in Schedules 3A and 3C
to the PFMA.

DISSEMINATION OF INFORMATION CONTAINED IN THIS PRACTICE
NOTE

Heads Officials of provincial treasuries are requested to bring the contents
of this practice note to the attention of accounting officers of their
respective provincial departments.

Accounting officers of national and provincial departments are requested
to bring the contents of this practice note to the attention of accounting



authorities of public entities listed in Schedules 3A and 3C reporting to
their respective executive authorities.

10. EFFECTIVE DATE

This practice note is issued in terms of section 76(4)(c) of the PFMA, and
takes effect from the date of issuance.

11. CONTACT PERSON

Jeyrel Soobramanian

Director: SCM Norms and Standards
National Treasury

012 3155336
Jeyrel.Soobramanian@treasury.gov.za

S F NOMVALO
ACCOUNTANT-GENERAL

DATE: 3 July 2009
Jan2089(i)

10



