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ANNEXURE D

CPA REQUIREMENTS FOR LOCAL GOODS AND SERVICES (SOUTH AFRICA) 

THE APPLICATION OF CONTRACT PRICE ADJUSTMENT (CPA) TO TENDER SUBMISSIONS	Comment by Lerato Morife: Please clean up, I have aligned to Portia's. You may customise to your commodity as advised by your QS.	Comment by Didimalang Motsemme: I initially had all this information and you said I must align with the one Yurisha issued recently 	Comment by Didimalang Motsemme: And Takalani was happy with the information that was there.

1. APPLICATION OF CPA 

· CPA conditions may apply if the contractual duration is to be longer than sixteen (16) months. If the contractual duration will be less than or equal to sixteen (16) months, a fixed priced offer must be submitted.
· In terms of the volatile commodities, CPA will be applicable from the base date prior to enquiry to the end date of the contract. The volatile commodities are those commodities which are easily impacted by the international market. 
· Failure to propose contract price adjustment, or submit a CPA formula with the tender submission, will result in the pricing being considered fixed and firm for the full duration of the contract.
· Eskom will not accept Rate of Exchange adjustment to be included in any CPA formula.
· Local indices may not be used for CPA purposes for any imported component.
· There must be separate CPA formulae for local and foreign CPA. Local and foreign escalation may not be combined into one formula.
· The base date for CPA calculation purposes will be one month prior to enquiry closing or as agreed to between the parties (if there is a need to move the base date during contract negotiations).
· The latest / ruling index used for CPA calculation purposes will be aligned to the delivery dates of the equipment on the assessment for payment on a particular payment certificate month.
· For general construction works the latest / ruling index used will be the index published on the month of procuring the payment certificate.

1. TENDER SUBMISSIONS 

Tenderers shall comply with the following requirements:

a. 	Main Offer:

1. A Main Offer that is fully compliant with the CPA requirements as specified in the Enquiry.
1. This condition is mandatory unless a fully fixed priced offer is submitted. If more than one offer is submitted, then the fully CPA compliant offer must be indicated as the Main Offer.  
Failure to do so may result in the supplier’s offer(s) being disqualified.

1. ESKOM’S PREFERRED INDEX LIST

Eskom’s preferred index list is set out hereunder in Tables 1 and 2. The index list comprises indices that could be used in the Tenderer’s Main Offer.

1. FOREIGN PORTION OF THE TENDER/AGREEMENT PRICE

In instances where the preferred index list does not specify a foreign index which is required for the specific agreement, the following must apply:

3. The source of an index must be that of the national statistical institute of the relevant country or a generally acknowledged statistical (e.g. industry) body in or for that country, e.g. BEAMA and MEPS.
3. The index must be the equivalent, or if unavailable, the nearest equivalent index to that of the specific prescribed local index.

1. NUMBER OF FORMULAE & INDICES

The Tenderer is limited to a maximum of ten (10) indices in total, i.e.: a maximum of five (5) local indices and maximum of five (5) foreign indices, excluding the fixed portion per CPA formula, per offer / agreement.

1. CPA FIXED PORTION

A minimum of 15% of the total agreement value is to be fixed when a CPA formula applies; except in the case of professional services or consulting agreements.

1. INDICES

· Indices are to be in the public domain.
· No in-house indices may be used for CPA.

1. BASE DATE

The base date for CPA calculation purposes will be one month prior to enquiry closing or as agreed to between the parties (if there is a need to move the base date during lengthy contract negotiations). 

· In instances of indices or other references published monthly, the Base Date is to be:
       	The month before the month in which the Enquiry closes
· In instances where the reference figures, e.g. market prices, are published daily or at more intervals than once a month: 
      The average for the month before the month in which the Enquiry closes.
· In this case, the following shall apply:
· Where the average is published:
The average published price in the currency Eskom will be exposed to. e.g. The currency in which Eskom will effect payment.
· Where a high, low and mean are published:
The mean
· Where other prices than the Cash Settlement or Cash Sellers Price are published:
The Cash Settlement or Cash Sellers Price
· Where applicable, these principles, must also apply for the CPA “cut-off” date.


	Signed
	
	Date
	

	Name
	
	Position
	

	Tenderer
	


      Table 1: Preferred Local Index List - this list of indices needs to be relevant to the commodity.
	Labour
	Commodities
	Processed material
	Transport
	Others

	Labour general (hourly paid)
SEIFSA, C3, actual labour cost
	Steel
StatsSA, P0142.1 Table 2, basic iron and steel
	Mechanical engineering material
SEIFSA, G, mechanical engineering material
	SEIFSA, L2, road freight costs
	StasSA, PO141 CPI (Headline) all items
OR
SEIFSA, D-2 (CPI)

	
	
	
	
	

	
	Copper
SEIFSA, F, copper metric ton
	Electrical
engineering material
SEIFSA, G-1, electrical engineering material
	
	

	Labour general
SEIFSA, C3 (a), actual labour cost (field force) where subsistence allowance is paid
	Aluminium
SEIFSA, R, aluminium
	
	
	StasSA, PO142.1), PPI
1 Final Manufactured Goods OR
2 Intermediate Manufactured Goods OR
3 SEIFSA Table U Producer Price Index (PPI)
- final manufactured Goods OR 
Intermediate Manufactured Goods

	
	Zinc
SEIFSA, F, zinc
	Building and construction material
SEIFSA, G, building and construction material
	
	

	
	Lead
SEIFSA, F, lead
	
	
	




Table 2: Preferred Foreign Index List
	Labour
	Commodities
	Processed material
	Transport
	Others

	National Statistical Institute, 
Country-specific general labour index
	MEPS,
Country-specific general steel index
	National Statistical Institute, 
Country-specific mechanical engineering material
	National Statistical Institute, 
Country-specific general transport cost index

	National Statistical Institute, 
Country-specific CPI (Headline)

National Statistical Institute, 
Country-specific PPI

	
	LME, Copper
	National Statistical Institute, 
Country-specific electrical engineering material
	
	

	
	LME, aluminium
	
	
	

	
	LME, zinc
	National Statistical Institute, 
Country-specific building and construction material
	
	

	
	LME, lead
	
	
	





Closing date of tender		__________/__________/__________

TENDERER’S SIGNATURE	______________________________






















ANNEXURE E

Where foreign exchange is involved, Eskom will take measures to mitigate any exposure to foreign currency exposure or exchange rate risk.

Tenderers:

· Who wish to submit tenders with pricing in foreign currency for imported goods/services must establish prior to tender close (via the Procurement Practitioner), that the foreign currency that is being priced in the submission, is an acceptable foreign currency to Eskom. 
· Who are pricing for imported goods/services in a foreign currency or linking their pricing of goods to a foreign currency exchange rate, must be the direct importers of the goods/services. For payment purposes, Eskom will require proof of importation.
· Who import goods into stock, for delivery to various customers, including Eskom, the price quoted must be in South African Rand.  In such cases, Eskom will not undertake any foreign exchange commitment or arrange forward cover.
· Who have submissions where pricing for imported goods/services in a foreign currency or linked to a foreign currency exchange rate, must ensure that their pricing indicates the foreign currency and the foreign currency values.

Tenderers should note that all domestic value-added process, i.e., costs incurred in the Republic, for example, transport costs will only be paid in Rands.

Tenderers who have submitted tenders, which have goods/services priced, are linked to a foreign currency or exchange rate, are required to select one of the payment methods indicated below for the payment relating to those imported goods/services:

CPA (IG) REQUIREMENTS FOR FOREIGN GOODS AND SERVICES 

CONTRACT PRICE ADJUSTMENT AND FOREX PAYMENTS – IMPORTATION

Failure to propose contract price adjustment methods, either by completing this document or proposing alternative methods for any portion of the tender price, will lead to that portion of the tender price being considered fixed.

Where space in this document is insufficient, the tenderer shall submit the required information on separate schedules, duly referenced to this document.

Where foreign exchange is involved, and Eskom will cover the risk forward, the methods of payment listed in Part 1 are the only acceptable methods. It must be noted that Eskom considers Payment Method 1 to be the default payment method.

PART 1:  PAYMENT OF FOREIGN COMMITMENTS

Payment of Eskom’s foreign commitment in foreign currency will be made either:

Payment Method 1A:

To a nominated bank account in a foreign country in a foreign currency (payment will be made to the party and account nominated by the supplier in the contract, and not to any other party).
Please note that the contracting party must be the direct importer of the goods.
Applicable (Y / N) 

Payment Method 1B:

To a valid SARB approved CFC account in South Africa, in a foreign currency (payment will be made to the party and account nominated by the supplier in the contract, and not to any other party). 

Please note: 
· The contracting party must be the direct importer
· For payment purposes, Eskom will require both the foreign (commercial) invoice and the local tax invoice
· The foreign currency values on both the commercial and local invoice must be the same. Eskom will not pay any profit in foreign currency.
· Service-related payments are excluded from this option;
Applicable(Y/N) or 

Payment Method 2:	

In South African Rand at the selling spot rate of exchange obtained by Eskom’s Treasury on the date that the forward cover is cancelled.  Eskom will notify the supplier of the date that the forward cover is cancelled as well as the intended payment date, which will be as per the agreed payment terms. Any exchange rate adjustment after Eskom has notified the supplier of the date and the rate which the forward cover is cancelled, will be for the account of the supplier. 

Please note: 
1. The contracting party has to be the direct importer of the goods. 
1. This payment option is not applicable for the payment of services.

Applicable (Y/N)………..
An indemnity in writing confirming that the supplier will not buy forward cover is required where Payment Method 1 or 2 is contracted.

[Payment Method 2 must be accepted by the Commercial Policy and Procedure Manager before the tender documentation is sent out, but at the latest before the tender closing date.  If it is not approved before tender closing, Payment Method 1 will be the default.]

Fixed ZAR pricing
The tenderer may elect to be responsible for the hedging of the exposure of the imported content. However, Eskom reserves the right to have line of sight of the exchange rates to be quoted by the tenderer. This entails a simultaneous exercise of the verification of the exchange rates to be used.
Applicable (Y/N)………..

Please note: Eskom will require substantiating proof of importation at the time of invoicing, if payment methods 1A, 1B and 2 are selected.

Where goods were previously imported into stock by the supplier, for delivery to various customers, including Eskom, the price quoted must be in South African Rand.  In such cases Eskom will not undertake any foreign exchange commitment or arrange forward cover.

PART 2:  EXCHANGE RATES

The tenderer shall use the exchange rate as at 12h00 on the date of the advertisement of the tender. The source of the exchange rates shall be the South African Reserve Bank (www.resbank.co.za)

Please note that the tenderer is required to submit proof of the SARB rate/s used.

PART 3:  ADJUSTMENT OF IMPORTATION COSTS, ETC.

The values in Rand included in the tender/contract price for the following costs shall be based on rates ruling for the month prior to the closing date of the tender and any variation in these rates applied to the value included in the tender price will be for Eskom’s account.

	
	RATES/TARIFFS

	Sea/Air Freight
	

	Bunker Adjustment Factor
	

	Currency Adjustment Factor
	

	Marine Risk Insurance (MRI) (Eskom will provide cover)
	

	Rate for Extension of MRI after Arrival of Goods at Site (if required)
	

	Wharfage
	

	Landing Charges
	

	Customs Duties
	

	RSA Port on which Import Charges are Based
	


PART 4:	ADJUSTMENT OF OVERSEAS MANUFACTURE, EXPATRIATE LABOUR AND OTHER COSTS (To be read in conjunction with Eskom CPA Index)

Eskom requires a fixed portion (free of price adjustment) appropriate to the nature of the contract.

The methods/formulae proposed in this part shall clearly identify the base month, the period over which adjustment will apply, the elements of labour and materials and source of the indices/rates/prices to be used.

The source of indices/prices/rates nominated in this part shall be from a recognised publishing authority. It must be clearly and completely defined.  Supplier in-house indices are not acceptable.

The value of overseas manufacture, labour and material costs (ex-works), inland transportation, expatriate labour, etc. included in the tender/contract price shall be subject to adjustment in accordance with the methods stated hereunder.

The base indices/prices/rates shall be those ruling for the month prior to the month of the closing of the enquiry.
9. MANUFACTURING CPA METHOD (LABOUR AND MATERIAL) 
Please submit your proposals for this section on a separate sheet of paper as an annexure.
9. EXPATRIATE LABOUR METHOD
Please submit your proposals for this section on a separate sheet of paper as an annexure.
9. OTHER VALUES METHOD (e.g. Engineering fees, design fees, barging, inland transportation, etc.)
Please submit your proposals for this section on a separate sheet of paper as an annexure.

PART 5: ADJUSTMENT OF LOCAL MANUFACTURE/SUPPLY MATERIAL, TRANSPORT AND ERECTION COSTS

The contract price adjustment method for local manufacture or partly local manufacture from imported stock, equipment or plant cost, transport cost within the RSA and local erection/installation cost shall be in accordance with the attached Eskom CPA Principles.
 
PART 6:  GUIDELINES FOR CONTRACT PRICE ADJUSTMENT CLAIMS --- PART 2, 3 AND 4

1. When the percentage increase or decrease between two indices/prices/tariffs is calculated, the earlier figure shall be taken as the base.
1. Where portions of the works are delivered at different times, contract price adjustments shall be made in respect of appropriate portions of the contract price.
1. Where the terms of payment of the contract allow progress payments, other than Eskom’s standard payment terms, the agreed contract price adjustment method shall be applied to the value of such payment and to the date and level of completion to which payment is linked.
1. Where any figure given in a table is therein stated to be a provisional figure or is subsequently amended, the figure as ultimately confirmed or amended in the publication concerned shall apply.
1. Where the appropriate claim indices/prices, as defined in terms of the agreed formulae, are not available or are provisional, interim claims based on the last published confirmed or revised indices/prices as at the date of delivery/installation may be submitted.  When the confirmed or revised index/price becomes available the final claim may be submitted, provided that such claim is received within 180 days of the date of delivery/installation.
1. Where requested by Eskom, the contractor shall submit publications showing base indices/prices/rates as they become available as well as updated values at three monthly intervals during the course of the contract.
1. Where it is considered necessary Eskom reserves the right to call for any documentary evidence to substantiate claims.



Closing date of tender		__________/__________/__________

TENDERER’S SIGNATURE	_______________________________
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