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ANNEXURE F

CPA (IG) REQUIREMENTS FOR FOREIGN GOODS AND SERVICES 

The application of contract price adjustment (CPA) to tender submissions
Note: This Section will not be applicable to Professional services contracts (See relevant section hereunder for guidelines on this).
1. Application of CPA 
·   CPA conditions may apply if the contractual duration is to be longer than 12 months. 
· If the contractual duration will be less than or equal to 12 months, a fixed priced offer must be submitted.
· For contracts with a duration more than twelve (12) months, CPA will not be applicable for the first year. CPA will then only be applied from year two (2) onwards.
· Failure to propose contract price adjustment, or submit a CPA formula with the tender submission, will result in the pricing being considered fixed.
· 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.

2. Tender Submissions

[Procurement Practitioner/QS to populate table hereunder as per scope of work for relevant Tender ]

      Eskom Proposed CPA breakdown for Foreign Goods and Service

	Formula A
	
	
	
	
	
	

	Index Reference
	Proposed portions/Weightings of each index
	Description of Index
	Full Title of Index as published
	Source Publisher of Index
	Base Month
	Base Price/Base Index Figure

	A1
	
	
	
	
	
	

	A2
	
	
	
	
	
	

	A3
	
	
	
	
	
	

	
	15%
	Fixed portion not subject to CPA
	

	Total
	100%
	
	



Note: Tenderers to take note that, if the Eskom proposed CPA breakdown is not populated, they are required to refer to the Pricing Schedule in the NEC or other Contract or standalone Pricing Schedule for Eskom’s proposed CPA breakdown.

     
 
Eskom CPA Conditions/Requirements

· Tenderers are required to submit CPA that is aligned to Eskom’s proposed CPA breakdown in this Tender; or Tenderers may submit an alternative CPA proposal from Eskom’s CPA proposal and this will be considered if deemed acceptable to Eskom;
· Note that for contracts exceeding a duration of 12 months if there is no CPA catered for by the tenderer; then prices will be deemed to be fixed and firm. 
· A minimum of 15% of the total agreement value is to be fixed when a CPA formula is applied, 
· Each CPA formula must add up to a final total of 100.
· Only official published CPA indices that are in the public domain must be used.
· No in-house indices may be used for CPA.                                                           
· There may be more than 1 CPA formula (Formula A, B, C etc) or a combination of all the cost components into 1 Formula (depending on how the pricing is to be submitted.                                                                                                              
· If there are specific line items for Labour and Transport, individual Formulae might be used. 
Note: Eskom reserves the right to negotiate CPA terms and conditions during negotiations held with tenderers.
3. BASE DATE AND BASE PRICE
· In instances of indices or other references published monthly, the Base Date is to be the month before the month in which the tender closes

· In instances where the reference figures, e.g. market prices, are published daily or at intervals more than once a month; then the average for the month before the month in which the tender closes should be used as the Base Price.

4. CPA FOR PROFESSIONAL SERVICES

· The preferred index to be used for adjusting these agreements is the country specific CPI Headline index.
· The price adjustment factor will be effective from each contractual anniversary of the contract date. This must be the average of the country specific CPI Headline index figures published for the last twelve-month period (cycle) ending before the contract anniversary date. 








PAYMENT OF FOREIGN COMMITMENTS
PART 1: The application of importation payment requirements to tender submissions.
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 of South Africa, 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:

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 OR Eskom SOC Limited must be the direct importer of the goods
 
Documentation to be submitted with payment:
· Commercial invoice (from the foreign supplier)







Import payments 

· SAD 500
· Bill of Entry as evidence that goods have been cleared by the Department of Customs and Excise
· Customs release notification 
· Transport documents from the freight company
· Marine/ ocean bill of lading 

Any one of the following documents as per the mode of transportation: -

· Airway bill / air transport document 
· Road or rail consignment note.
· Postal receipt “goods despatched”. 
· Certificate of posting 
· Courier dispatch note or air waybill.

NB:  Evidencing transport of the relative goods to the Republic of South Africa
Service- related payments 
Documents to submit with payment:
· Commercial invoice (invoice from the overseas supplier)

Delete which is not applicable (Yes/No )]

OR

Payment Method 1B;
To a valid SARB approved CFC account in South Africa, in a foreign currency (payment will be made to the contracting 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 match. Eskom will not pay any profit in foreign currency. (Please note that the commercial invoice used in the clearance of the imported goods must be from the country of origin)

· If Payment Method 1B is the option selected for the payment for any imported goods/services, then the following documentation is to be submitted with your submission:
· Copy of tenderers bankers’ initial application to the Reserve Bank requesting approval to invoice a local entity or Eskom, and for Eskom to pay the invoiced currency into the contracting party’s CFC account.
· Copy of the response from the Reserve Bank regarding the initial application, on the Reserve Bank’s letterhead
· Copy of the latest application to the Reserve Bank to renew the approval. 
· Copy of the response from the Reserve Bank to the application to renew the approval to invoice Eskom in foreign currency.

Documents to submit with payment: 
· Commercial invoice (from the foreign supplier, country of origin and used to clear the goods)
· Local invoice or Tax invoice 
· Both the commercial invoice and local invoices must match

Import payments 

· SAD 500
· Bill of Entry as evidence that goods have been cleared by the Department of Customs and Excise
· Customs release notification 
· Transport documents from the freight company

Any of the following documents as per the mode of transportation: - 
· Marine/ ocean bill of lading 
· Airway bill / air transport document 
· Road or rail consignment note.
· Postal receipt
· Certificate of posting 
· Courier dispatch note or air waybill.

NB: Evidencing transport of the relative goods to the Republic of South Africa
All documents submitted to Eskom should not have any alterations.
The information on the documents should be as originally issued from the authorities, freight companies and overseas suppliers.

Service-related payments 
· Should a supplier select this option, they are required to provide proof that the South African Reserve Bank has given them approval to invoice Eskom in foreign currency for services related payments and to receive foreign currency proceeds into that CFC account.  The proof would consist of: -

· A copy of a letter from the supplier’s bankers to the Reserve Bank requesting authority to receive services related payments to be made into a CFC account.
· A copy of the official response from the Reserve Bank authorising payments to be made into the supplier’s CFC account. The supplier’s documents to the Reserve Bank must make specific reference to Eskom.

· This approval is only valid for a period of 1 year or as per SARB approval period. 




Documents to submit with payment:
                                                
· Commercial invoice (invoice from the overseas supplier to proof that we have foreign currency exposure)
· Local Tax invoice (from the local supplier)
· Both the commercial invoice and local invoices must match

NB: If a supplier is unable to produce or provide Eskom with a commercial invoice, the contract will be concluded in rands. The contract cannot be linked to any Exchange Rate.

[Delete which is not applicable (Yes/No )]

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: 
· The contracting party must be the direct importer of the goods. 
· This payment option is not applicable for the payment of services
· Tenderers are required to indicate and request approval from Eskom to use Payment Method 2 prior to tender close. Where a tenderer has failed to obtain the required approval prior to tender close, the tenderer will have to select one of the other Payment Methods indicated in this document.
· Together with their submission, Tenderers will be required to provide Eskom with a written indemnity confirming that they will not buy and forward cover.,

Documents to submit with payment:

· Commercial invoice (from the foreign supplier)
· SAD 500
· Bill of Entry as evidence that goods have been cleared by the Department of Customs and Excise
· Customs release notification 
· Transport documents from the freight company





Any of the following documents as per the mode of transportation: - 

· Marine/ ocean bill of lading 
· Airway bill / air transport document 
· Road or rail consignment note
· Postal receipt
· Certificate of posting 
· Courier dispatch note or air waybill

NB: Evidencing transport of the relative goods to the Republic 
· Local invoice or Tax invoice 

NB: If a supplier is unable to produce or provide Eskom with a commercial invoice, the contract will be concluded in rands. The contract cannot be linked to any Exchange Rate.

[Delete which is not applicable (Yes/No )]

OR

Fixed ZAR Option (Payment Method 3)
This option is available to those tenderers who are the direct importers of the goods/services for which they have tendered, but do not find Payment Methods 1A, 1B or 2 and allows tenderers to be responsible for the foreign currency and exchange rate risk. If a tenderer selects this payment method, the process is as follows:
· Eskom and the successful tender will engage, on a simultaneous basis, with their respective bankers and compare the exchange rate/s obtained. This is done to ensure that any exchange rate/s used is/are market related.
· Tenderers will be required to match or better the exchange rate/s obtained by Eskom. If the tenderer’s exchange rate/s is/are more expensive than the exchange rate/s indicated by Eskom, the exchange rate/s to convert the foreign values into ZAR will be the Eskom exchange rate/s.
· Once the exchange rate/s has/have been agreed by both parties, Eskom will not be liable for any further exchange rate adjustments.
From a Commercial perspective, please take note of the following:
· The foreign currency and foreign currency amount/s that Eskom is/are at risk to, need/s to be indicated in the pricing schedule submitted as part of the tender. If the pricing schedule does not allow for it, the foreign currency and foreign currency amount/s must be indicated in a covering letter.
· The exchange rate to be used in the tender submission is the exchange rate sourced from the South African Reserve Bank on the date the tender is advertised/published.
· Due to the payments being made in ZAR, but based on an agreed exchange rate, the tenderer will be required to submit proof of importation at time of payment.
Delete which is not applicable (Yes/No )]

Documents to submit with payment:
 
· Commercial invoice (from the foreign supplier)
· Local invoice or Tax invoice 

Import payments 

· SAD 500
· Bill of Entry as evidence that goods have been cleared by the Department of Customs and Excise
· Customs release notification 
· Transport documents from the freight company

Any of the following documents as per the mode of transportation: - 
· Marine/ ocean bill of lading 
· Airway bill / air transport document 
· Road or rail consignment note.
· Postal receipt
· Certificate of posting 
· Courier dispatch note or air waybill.

NB: Evidencing transport of the goods to the Republic of South Africa

Documents to submit with payment:                                             
· Commercial invoice (invoice from the overseas supplier to proof that we have foreign currency exposure)
· Local Tax invoice (from the local supplier)

NB: If a supplier is unable to produce or provide Eskom with a commercial invoice, the contract will be concluded in RAND’s Not in Currency

[bookmark: _Hlk161647815][Delete which is not applicable (Yes/No )]

Please note: Eskom will require substantiating proof of importation at the time of invoicing.

Where the supplier, previously imported 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.




Take note of the following:

Service-related payment: 
When specialist skills are required in South Africa, the local supplier will source the appropriate talent from their network of specialist companies overseas. The specialist is then brought into the country (South Africa) on one of two possible methodologies.

1) Secondment 
In this approach, the foreign specialist retains their employment contract with their home unit (Employer overseas) but are seconded to the local company that has a contract with Eskom to work under the direction and control of the local management. Their salaries are paid to the foreign specialist by their home country and that foreign entity then invoices the local supplier (South Africa) in foreign currency for the cost relating to such employees. The invoices would typically be in Euro or GBP, this methodology is usually for short to medium term engagements.

Documents to be attached for payment:
· Commercial invoice from the specialist company 
· Local invoice (South African company making use of the specialist services)
· Passport of the specialist and valid work permit
· Activity schedule signed by the contract manager. 
2) Payroll Transfer 
In this approach, the employee’s contract with the overseas employer will be suspended and the specialist takes up a local contract with the local company. The remuneration is then ZAR based, the overseas employer is unable to provide the foreign invoice because the employment with the specialist is suspended this methodology is usually favoured for long term engagement. There is no foreign commitment, and the contract will be in ZAR. 

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.
	Date of advertisement of tender:
	

	Closing date of tender:
	

	Name of tenderer:
	

	Full names of authorised signatory:
	

	Signature:
	

	Date of signature:
	



	Controlled Disclosure
Anonymously report fraud, corruption at 0800 11 2722/ forensic@eskom.co.za

	When downloaded from the document management system, this document is uncontrolled and the responsibility rests with the user to ensure it is in line with the authorized version on the system. 
No part of this document may be reproduced in any manner or form by third parties without the written consent of Eskom Holdings SOC Ltd, © copyright Eskom Holdings SOC Ltd, Reg No 2002/015527/30
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