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1. Executive Summary
The Local Government: Municipal Finance Management Act, No 56 of
2003(MFMA), requires the municipality to have and implement a Supply Chain
Management (SCM)Policy which gives effect to the provisions of Part 1 of
Chapter 11 of the Act that deals with ‘Supply Chain Management’.
On the 30" May 2005 the Municipal Supply Chain Management Regulations
were promulgated. The Overstrand Municipality Supply Chain Management
Policy was approved in terms of these Regulations, by Council on May 25,
2008 at a legally constituted Council meeting.
Although the MFMA prohibits a Councilor from being a member of a bid
committee or any other committee evaluating or approving quotations or
tenders, Council has an oversight role to ensure that the accounting officer
implements all supply chain management activities in accordance with this
policy. For the purposes of such oversight, Councils Supply Chain
Management Policy, Paragraph 6.2(a) requires that the accounting officer must
“Within 22 business days of the end of each financial year, submit a
report on the implementation of the policy to the Council.”
2. Service Delivery and Budget Implementation Plan - IGNITE
Directorate: Finance
Department: Supply Chain Management
3. Compliance with Strategic Priority/ies
Provision of democratic and accountable governance
Provision and maintenance of municipal services
4. Delegated Authority

None
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5. Legal Requirements

Local Government: Municipal Finance Management Act 2003, (Act 56 of 2003)
Local Government: Municipal Finance Management Act 2003, (Act 56 of 2003):

Muni

cipal Supply Chain Management Regulations

Overstrand Municipality Supply Chain Management Policy dated 25 June 2008,
as amended.

6. Background/Discussion/Evaluation/Conclusion

Background

6.1.

6.2.

6.3.

Oversight role of council

The Council reserves its right to maintain oversight over the
implementation of this Policy and for the purposes of such oversight the
accounting officer must within 22 business days of the end of each
financial year, submit a report on the implementation of the Supply Chain
Management Policy of the municipality, to the council of the municipality in
terms of paragraph 6(2) of the Policy (Annexure A)

These reports must be made available to the public in accordance with
section 21A of the Local Government Municipal Systems Act 32, 2002.

Supply Chain Management (SCM) Policy

All officials and other role players in the Supply Chain Management
System of the municipality must implement this Policy in a way that gives
effect to Section 217 of the Constitution, which is fair, equitable,
transparent, competitive and cost effective.

Amendment of Supply Chain Management Policy

In terms of Paragraph 3(1)(b) of the Policy, the Accounting Officer must,
when considered necessary, submit proposals for the amendment of the
Supply Chain Management Policy.

The SCM Policy approved in 2008 and amended during the 2012/2013
financial year contained and addressed all the elements of the SCM
Regulations and the SCM Model Policy. As part of the annual budget
policy review, the 2012/2013 SCM policy was submitted to Council for
consideration and approval on 30 May 2012. Subsequent to its approval
the policy underwent the following amendment:
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Date Reason / Impact

Amendment of the process for the procurement of goods and services up to
2012.07.25 | a value of R 2,000.00 (VAT inclusive), in order to improve alignment
between the SCM Policy and the SCM Regulations.

6.4.

Supply Chain Management Unit

In terms of Paragraph 7 of the Municipal Supply Chain Management
Regulations (MSCMR) the municipality must establish a Supply Chain
Management Unit (SCMU) to implement its Supply Chain Management
Policy. The SCMU must operate under the direct supervision of the Chief
Financial Officer and may be delegated to an official in terms of Section 82
of the MFMA. The SCMU is therefore lead by the Senior Manager Supply
Chain Management: Mrs. CEM La Cock.

The structure of the SCMU was amended and approved during the
2012/13 financial year. The new extended organogram now covers the
following disciplines within Supply Chain Management:

¢ Demand Management :  Demand Planning and Specifications

¢ Acquisition Management : Procurement of Goods & Services below
R30 000- Buyer’s Division
Procurement of Goods & Services above
R30 000- Procurement Division

¢ L ogistics Management : Inventory Management- Municipal Stores

¢ Contract Management . Monitoring the performance of contracts
procured through the SCM process.

The staff complement in the Supply Chain Management Unit has been
extended to a total of 24 (from 23) officials with the inclusion of Contract
Management. Attached, as Annexure B, is the current approved
organogram. It should be noted that the functions of Asset Management
and Risk Management are not performed in the SCM Unit.

As at 30 June 2013 one vacancy existed in the Department, representing
a 4% vacancy rate. The post of Accountant: Procurement only recently
became vacant after the official was appointed as Senior Accountant:
Procurement as from 1 June 2013, following the resignation of Mr. PH
Peters on 31 May 2013. Processes are already underway to fill the
vacancy within the first quarter of the 2013/14 financial year. The vacancy
rate is below the national norm.
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6.5. Contract Management

6.6.

Contract management has been identified as a necessity in the
Overstrand Municipality during the 2011/2012 financial year and the
Contract Management office has been established in June 2012.

The objective of the establishment of the office was to:

a) Centralize the contract management function within Overstrand
Municipality

b) Formalize business processes in line with the SCM office

c) Establish and develop a system that will enable proper controls in
order to reduce operational risk to the contract life cycle.

d) Management of information systems to enable effective governance
and monitoring of all approved contracts

e) Establish proper communication structures with identified role players
with responsibilities

f) Monitor and management of supplier performance

g) Compilation of a dispute resolution mechanism between SCM and the
legal department

h) Proper control and safekeeping of contract document management in
conjunction with the records department

i) Complying with legislation guiding contract management (Section 116
of the MFMA 2003) and other relevant legislation.

Milestones attained in Contract Management:

a) Increase of office capacity by appointing a clerk: contract management
(1 August 2012)

b) In giving effect to section 116 of the MFMA, 56 OF 2003, a need to
either extend the current SCM policy or developing a new contract
management policy was identified. In June 2013 the proposed
Contract Management Policy of the Overstrand was adopted by
council for implementation on 1 July 2013.

SCMU IT System Development

During the implementation of the contract management function within
SCM, the existing system in use, i.e. Collaborator (Non-financial system),
was modified and aligned with the SCM business procedures, at no
additional cost. The motivation to make use of SAMRAS as a financial
system to support this function was identified.

The following developing milestones have been reached during the

2012/2013 financial year:

a) 1 July 2012: Analysis of the existing Collaborator system and
alignment with SCM procedures
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6.7.

b) 1 September 2012: A GAP analysis and system re-design was
undertaken in order to align the Collaborator system and SCM
procedures

c) 31 January 2013: Implementation of changes to the Collaborator
system:

i. Training completed 19 February 2013
ii. Data cleanup and conversion of contract data into Collaborator to
be completed on 12 July 2013

The SAMRAS financial system was considered to be the best long-term
system solution. In May 2013 new SCM Modules were procured from
SAMRAS, called SAMRAS Plus, making provision for Contract
Management and Document archiving.

The following benefits will be realised with effective implementation and
development of the system:

a) The total SCM offering will be integrated into one system enabling
cleaner data and proper audit trails of transactions.

b) Document management would secure and organise proper document
management in a central storage environment, electronically
retrievable for future usage out of one system.

c) The system will enable all role players to be involved in delegation of
powers and proper communication.

d) Duplication of transacting will be eliminated.

Training of SCM Officials
6.7.1. Competency Levels of the Supply Chain Management Unit

The Municipal Regulations on Minimum Competency Levels
requires certain General Competency Levels for Officials Involved
in the Implementation of the Supply Chain Management Policy. The
regulations do not affect the continued employment and conditions
of a financial official appointed by a municipality prior to the
effective date of the Regulations, provided that such an official
attains the required minimum competency level in the required unit
standards for each competency area on or before January 01,
2013, or have been granted an extension by National Treasury until
30 June 2014 as per Circular 60.

Of the 24 officials in the SCM unit, 12 have already been enrolled in
the Municipal Financial Management Programme which will result
in the attainment of the competency levels:
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# Designation Name
1. | Senior Manager: Supply Chain Management | La Cock CEM
o | Senior Admin Officer De Jager R
3. | Manager: Purchases Wepener G
4. | Manager: Contracts Potgieter DRM
5. | Administrator: Tender Management Moore A
6. | Senior Accountant: Procurement D’Oliveira BD
7. | Administrator: Tenders Du Preez LS
8. | Administrator: SCM Thesen |
9. | Stores Co-ordinator Lyners-Swartz V
10. | Administrator: SCM Mili AW
11. | Admin Assistant: Procurement Immelman S
12. | Buyer Lourens C

After completion of the qualification, the above-mentioned officials
in the SCM Unit will be compliant with the requirements of the
legislation. Subject to availability of funding more officials will in
future be trained.

For the 2013/2014 financial year the University of Stellenbosh has
been appointed to present the Municipal Finance Management
Programme on NQF 6 level, in order to ensure compliance to this
requirement.

6.7.2. Miscellaneous Training& Education

Road shows were held by the SCM Unit on various aspects of SCM
and incorporating Circular 62, for Management and other officials of
Overstrand Municipality:

a) 15 Augusts 2012 — Senior Management

b) 21 November 2012 to 3 December 2012 — All officials: Circular
62

The objective of these road shows was to make officials aware of

the SCM legislation and procedures.

Ethics SA has been awarded an international tender for the
development and training of ethics in South Africa and Africa as
part of a broader municipal anti-corruption project. Overstrand was
chosen as a pilot site. On 28 August 2012, Ethics South Africa
facilitated training to four Overstrand officials and three councillors
to qualify them as ethical officers. This training was also attended
by two other local municipalities from across the country. The
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officials who attended are from the following departments; Supply
Chain Management, Protection and Security Services, Legal
Services and Internal Audit.

On 27 September 2012 Ethics SA facilitated a first workshop for the
Overstrand Municipality’s business chambers (150 members
attended), in conjunction with SCM. The objective of the workshop
was to promote integrity and transparency in all interactions
between the municipality’s supply chain management structure and
the business community.

Overstrand Municipality continues to attend the quarterly SCM
Form, scheduled by Provincial Treasury and attended by all SCM
Managers in the Province. SCM issues are discussed at these
meetings which are regularly attended by officials from the CIDB,
SARS, National Treasury, the Auditor-General, etc. The SCM
Forum engages on topical discussions and information sharing and
the Overstrand Municipality attempts to always send a
representative to these forum meetings.

During December 2012 SCM Overstrand formed part of a group of
SCM officials in Stellenbosch, developing a standard SCM training
module for SCM practitioners, in conjunction with Provinciall
treasury, Price Water Coopers and the University of Stellenbosch.
The manual is in the process of being finalised in July 2013.

Three officials are currently involved in relevant further tertiary
studies:

# Designation Name Study Area

1. | Administrator: Tender Management | Moore A BCom Degree
Administrator: Tenders Du Preez LS | BBA Degree

3. | Clerk: Contract Management Mapuma Z LLB Degree

We are also investigating career specific training in procurement
related fields and subject to the training requirements, funding will
be secured and officials will be provided with the opportunities to
undergo training.

As further testimony to the municipality’s vision, as a centre of
excellence, Provincial Treasury has offered to provide the SCM
Unit and all other municipal officials with further SCM training. This
training is scheduled for 04 to 05 July 2013 and a total of 103
municipal officials will be attending.
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6.8.

6.9.

The Delegation of Supply Chain Management Powers and Duties

Council has duly delegated the implementation of the Supply Chain
Management Policy to the Accounting Officer who is responsible for taking
all reasonable steps to ensure that proper mechanisms and separation of
duties are in place in the Supply Chain Management System in order to
minimise the likelihood of fraud, corruption, favouritism and unfair and
irregular practices.

In terms of this responsibility Council has adopted a Delegations Policy
which assists in maximising the administrative and operational efficiency.
The delegations also provide adequate checks and balances in the
municipality’s Supply Chain Management function.

Furthermore, Section 79 of the MFMA requires that delegations and sub-
delegations must be in writing and must be reviewed regularly. The
Accounting Officer has been complying with these requirements, amongst
others, of Section 79. Except for the conferring of the delegations in
writing, the acceptance of the delegations by the delegated official is also
reduced to writing. The delegations are conferred to the post and accepted
by the holder of the post.

Demand Management

Demand Management is an interactive process to determine the demand
levels required to meet the municipality’s objectives. These objectives are
reflected in the municipality’s Integrated Development Plan (the ‘IDP’),
which is a comprehensive strategy document setting out how the
municipality intends to address the development challenges in a specific
financial year. The importance of Demand Management was again
highlighted during the 2012/2013 financial year via the issuing of National
Treasury MFMA Circular No. 62, published in August 2012.

It is the vision of the SCM Unit, as supported by the Accounting Officer,
the Chief Financial Officer and guidelines of Circular No. 62, to fully utilize
the Demand Management Plan (DMP) as a strategic tool in order to
implement the budget. The objective is to ensure that the resources
required to fulfill the needs identified in the Integrated Development Plan
(IDP) of the municipality are delivered at the correct time, price and place
and that the quantity and quality will satisfy those needs.

The SCM Unit has, through the budget development process, begun
implementing the DMP for effect during the 2013/2014 financial year and
will actively promote and drive its implementation. The success of the
implementation of a Demand Management Plan for the 2013/2014
financial year will be measured over the next year and will on a quarterly
basis be reported to Council.
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6.10. Buyers Section

The Buyers Section is specifically tasked to perform all procurement
related actions for the procurement of goods and services with a value up
to R30 000 as well as the issuance of orders for procurement with higher
values.

Since the inception of the Buyers Section in December 2010, all
procurement activities have been centralised and all quotations have
been obtained by officials in the Buyers Section of the SCM Unit from the
office in Hermanus.

Number of orders issued during the 2012/2013 financial year:

Quantity Range of procurement Percentage
1,997 | R 0.00 - R 500.00 20.36%
2,843 | R500.01 - R 2,000.00 28.99%
4,159 | R 2,000.01 - R 30,000.00 42.40%
633 | R 30,000.01 - R 200,000.00 6.45%
176 | R 200,000.01 - and above 1.79%
Total 9,808 100.00%

6.11. Preferred Suppliers Database

In terms of Paragraph 14(1)(a) of Council’s Supply Chain Management
Policy, the Accounting Officer is required to keep a list of accredited
prospective providers of goods and services (SC Database). Purchases
for goods and services for the Municipality are made through the
Preferred Suppliers Database and all current as well as interested
suppliers were again requested to register on our database during July
2012 and will be repeated during July 2013.

Currently 2688 (2407 in 2011/2012) accredited suppliers are registered
on the SC Database. Many initiatives are being conducted annually in
order to assist suppliers with the completion of SC Database forms, using
the assistance of our own LED Department. Attention is given to the
application for Tax Clearance Certificates, registration with the CIDB,
opening of bank accounts, etc.

During 2012/2013 added resources have been made available via; SARS
online e-filing, in order to verify the Tax Clearance Certificates of
suppliers, and Provincial Treasury’s quarterly verification of all the
municipality’s suppliers against the Provincial HR system, in order to aid
the municipality in complying with the SCM Regulation 44.
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6.12. Bid Committee System

The Bid Committee system for competitive bids has been actively applied
within the municipality. The bid committee system includes a Bid
Specifications, Bid Evaluations as well as a Bid Adjudication Committee.
These committees have been properly constituted and duly appointed
and delegated in order to execute the mandates of each of the
committees.

All procurement of goods and services with a value above R 30 000 are
procured by way of formal written quotations or competitive bidding
processes. These processes are essentially the same with formal Bid
Specifications Committee meetings conducted for each. The
differentiation is with awards up to R200 000 are recommended by the
Bid Evaluation Committee to the relevant Director (or delegate) may
consider an award; whilst all bids in excess of R 200000 are
recommended to the Bid Adjudication Committee for award.

6.13. Bid Administration Processes

The entry gate to these procurement processes are the submission of a
bid specification duly authorised by the delegated Director. A Bid
Specifications Committee would finalise the format of the bid document
and refer it back to the user department for the final compilation of a bid
document, dealing with arrangements for the placing of the tender
advertisements, before producing the bid documents for availability. The
full administration function of inviting, designing and issuance of bid
documents reside in the SCM Unit.

Once again the implementation of these processes by the SCM Unit
released the operational officials from what essentially are SCM functions
and reduced the risk of procedural errors, fraud and corruption.

6.14. Bids awarded by the Bid Adjudication Committee

The bids that were awarded by the Bid Adjudication Committee in terms
of the SCM Policy and the Preferential Procurement Policy for the
2012/2013 financial year are attached as Annexure C.

Procurement Function 2012/2013 2011/2012
Bids Processed 143 96

Bids Processed- Average per Quarter 36 24
Average days from evaluation to Bid Adjudication 7 9
Committee

Average days from initiation to Bid Specification 7 8
Committee

Estimated Value of Awards (R) 244,407,031.92 | 240,643,347.35
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6.15. Deviations from Procurement Processes

The Supply Chain Management Policy states in Paragraph 36(1)(a): “The

accounting officer may dispense with the official procurement processes

established by this policy and may procure any required goods or

services through any convenient process, which may include direct

negotiations, but , amongst others, only —

“(i)  in an Emergency

(i) if such goods or services are produced or available from a single
provider only;

(i)  for the acquisition of special works of art or historical objects where
specifications are difficult to compile;

(v) in any other exceptional case where it is impractical or impossible to

follow the official procurement processes”

The Accounting Officer approved the 149 deviations attached as per
Annexure D during the 2012/2013 financial year (266 for 2011/12) to the
value of more than R 8 million.

SCM Policy Description 2012/2013 2011/2012
Clause 36(1)(a)(i) Emergency 8 1
Clause 36(1)(a)(ii) | Sole Supplier 32 52
Clause 36(1)(a)(iii) | Special works of Art 4 1
Clause 36(1)(a)(v) | Impractical Impossible 105 212

149 266

It is clear from the comparison that deviations have been reduced
markedly and Council is progressively becoming more pro-active in terms
of planning for procurement and thereby following the preferred due
process.

6.16. Irregular Expenditure- Paragraphs 36(1)(c)

In terms of Section 32(4) of the Local Government Municipal Finance
Management Act (56 of 2003) Council must be made award of all
possible irregular expenditure incurred by the municipality.

In May 2013 National Treasury issued MFMA Circular No. 68 which
served to provide clarity on the procedures to be followed when dealing
with unauthorised, irregular or fruitless and wasteful expenditure as
defined in section 1 of the Municipal Finance Management Act (MFMA).

In terms of this, the following cases of irregular expenditure have been
identified:
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e s € Type of the
o
E = QE; Description Prohibited Aw:;ded Irregular
o o8 Expenditure Expenditure
Incurred
The procurement of a conference
venue for the SDF Forum held on 23 sCM
& 24 August 2012, award to a person . Zelpy 1776
2013/07° | 2012/08/30 in the service of the state: Zelpy 1776 Rengltlon (Pty) Ltd R15,600.00
(Pty) Ltd t/a Misty Waves: Councillor
M. Lerm

6.17. Non-compliance to Legislation

With regards to non-compliance, National Treasury MFMA Circular No.
68 reads as follows:

“Although a transaction or an event may trigger irregular expenditure, a
municipality or municipal entity will only identify irregular expenditure
when a payment is made, in other words, the recognition of irregular
expenditure will be linked to a financial transaction. If the possibility of
irregular expenditure is determined prior to a payment being made, the
transgression shall be regarded as a matter of non-compliance.*

In terms of this, the following possible instances of irregular expenditure
were identified before payment and are thereby declared as non-

compliance:
Value of the
SCMIE # 2ED a r?:/t:d for Description Awarded to D
Identified ppa ment P Expenditure
pay Incurred
Leasing of Erf 4485 in Kleinmond for office
accommodation without following a competitive
2013/01 2013.01.28 2013.02.13 bidding process in terms of Paragraph 19(a) of the ACM Krige R 40,960.00
Policy and awarding to a service provider whose tax
matters are not in order
Repair of curtain rail in auditorium during the
2013/02 2012.07.27 | 2012.07.27 Kalfiefees in 2011 as a strip-and-quote prior to Anza Curtains R 1,000.00
approval of a deviation
Procurement of tow-in services from the only
2013/03 2012.07 24 2012.10.15 ava|llaple service prov[der in Hermanus without Hermanus R 550.00
obtaining three quotations and prior approval of the Towing
deviation
Procurement of tow-in services from the only service Hermanus
2013/04 2012.12.05 2012.12.06 provider available at the time without obtaining either Towin R 1,250.00
two quotations or prior approval of a deviation g
Procurement of the services of an event co-ordinator Dieter
2013/05 2013.01.09 2013.01.11 to arrange the Mayoral Ball without obtaining either R 5,000.00
. . VY Odendaal
three quotations or prior approval of a deviation
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Date Value of the
Date AT Irregular
SCMIE # Identified app;o;e:lnzor Description Awarded to Expenditurs
Pay Incurred
. . . Estreaux
2013006 | 20130225 | 2013.03.12 ;huenitggzF:argggrr:&ngggain;egﬁsaga;m?;gut Eiiﬁ?enﬁircc . R4,502.43
e e obtaining either three quotations or prior approval of Communication e
a deviation. s

6.18.

A directive aimed at prohibiting any procurement related expenditure
other than through the Supply Chain Management processes has been
issued in order to prevent a recurrence of such expenditure.

Logistics Management

The SCM unit must provide an effective system to ensure the setting of
inventory levels, placing of orders, receiving and distribution of goods,
stores and warehouse management, expediting orders, redundant and
obsolete stock. Such systems must also have in place mechanisms to
identify, consider and avoid potential risks in the SCM system.

Overstrand Municipality operates 4 municipal stores, situated
throughout the area of jurisdiction, with an estimated store item worth of
R 7 million.

Stock value for the different administrations as at 29 June 2013:

Store R
Store A Store E Store G Store K (Hermanus
(Hermanus (Electrical Store, (Gansbaai (Kleinmond Cartridges & Total
General Store) Onrus) Store) Store) Printing Paper
Store)
gﬁ:‘:ﬁe R1,261,000.73 |  R4630,73058 |  R853274.05 | R458757.42 R646,526.46 | R7,850,289.24
6.19. Conclusion

The Overstrand Municipality has been implementing the Supply Chain
Management Regulations diligently through the Supply Chain
Management Policy.

During 28 January to 01 February 2013 Provincial Treasury undertook a
compliance assessment on Supply Chain Management within
Overstrand Municipality to assess whether or not the Municipality
adheres to its SCM Policy and other statuary requirements governing
supply chain management. The high level outcome and feedback on
the assessment was one of good performance and structures/controls
in place. Nevertheless, continuous improvement and recommendations
were made to improve SCM to a higher level of compliance.
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Contract Management and Demand Management will once again be
key focus areas in the implementation of supply chain management
with the municipality.

The objective of the 2013/2014 financial year is to have a fully
integrated SCM IT system that will enhance procedural controls,
efficiency and legislative compliance, from a centralised platform.

Overstrand Municipality continually strives to not only ensure
compliance to legislative frameworks, but also to improve administrative
and procedural efficiency, thereby, giving effect to its Constitutional
mandate in terms of Section 152 of the Constitution.

7. Financial Implications

Bids are only awarded on condition that the required funds have been secured
prior to the meeting of the Bid Adjudication Committee.

The total value of bids, extensions of bids, deviations, minor breaches and
irregular expenditure processed via the Supply Chain Management Unit for the
period 01 July 2012 to 30 June 2013 are as follows:

Capital (Excluding (E)?CF:EL?:OI\‘Z‘I\T Total Value of Awards
VAT, where wherge ’ VAT @ 14% (Including VAT, where
applicable) applicable) applicable)
Bid Awards 104,220,879.99 110,684,081.49 | 29,502,070.44 244,407,031.92
Deviations 746,102.75 6,882,971.80 885,722.70 8,514,797.24
Irregular
Expenditure 13,684.21 1,915.79 15,600.00
Non-Compliance 52,488.45 773.98 53,262.43
TOTAL 104,966,982.74 117,633,225.95 30,390,482.91 252,990,691.59

8. Staff Implications

None

9. Comments from other Departments, Divisions and Administrations

None
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10. Annexures

Annexure A: Paragraphs 5, 6 & 36 of the SCM Policy

Annexure B:  Organogram: SCM Unit

Annexure C: Schedule of awards made by the Bid Adjudication Committee
Annexure D: Schedule of deviations from the procurement processes

RECOMMENDATION TO THE COUNCIL.:

1.

that cognisance be taken of the Supply Chain Management Implementation
Report for the 2012/2013 financial year, in terms of Paragraph 6(2)(a) of the
Policy;

2. that cognisance be taken of the implementation of a Contract Management
System for the 2012/2013 financial year;

3. that cognisance be taken of the implementation of a Demand Management
Plan for the 2012/2013 financial year;

4. that the report be made public in accordance with Section 21A of the
Municipal Systems Act, in terms of Paragraph 6(4) of the Policy; and

5. That the schedules of Deviations, Irregular Expenditure and cases of
Non-Compliance to Legislation are disclosed as a note to the Annual
Financial Statements for the 2012/2013 financial year.

RESPONSIBLE OFFICIAL : RLACOCK

TARGET DATE FOR IMPLEMENTATION : 31JULY 2013
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b} to maximize administrative and operational efficiency in the implementation of this
Policy;

¢) to enforce reasonable cost-effective measures for the prevention of_ fraud,
corruption, favouritism and unfair and irregular practices in the implementation of
this Policy; and

d) to comply with his or her responsibilities in terms of section 115 and other
applicable provisions of the Act.

2) Section 79 of the Act applies to the sub delegation of powers and duties delegated to
the accounting officer in terms of sub-clause (1).

3) The accounting officer may not sub-delegate any supply chain management powers
or duties 1o a person who is not an official of the Municipality or to a committee which
is not exclusively composed of officials of the Municipality;

4) This clause may not be read as permitting an official to whom the power to make final
awards has been delegated, to make a final award in a competitive bidding process

otherwise than through the committee system provided for in clause 26 of this Policy.

5.Sub-delegations

1) The accounting officer may in terms of section 79 of the Act sub-delegate any supply
chain management powers and duties, including those delegated to the acccunting
officer in terms of this Policy, but any such sub-delegation must be consistent with
sub-clause (2) of this clause and clause 4 of this Palicy.

2) The power to make a final award —

a) above R10 million (VAT included) may nct be sub-delegated by the accounting
officer;

b) above R200 000 (VAT included), but not exceeding R10 million {VAT included),
may be sub-delegated but only to a bid adjudicatiocn commitiee of which the chief
financial officer or 2 senior manager is a membet.

¢) below R200 000 may be sub-delegated as per Council's delegations, attached as
Annexure E, pertaining to the procurement of goads and services.

3) An official or bid adjudication committee to which the power to make final awards has
heen sub-delegated in accordance with sub-clause (2} must within three (3) business
days of the end of each month submit to the official referred to in sub-clause (4) a
written report containing particulars of each final award made by such official or
committee during that month, including—

a) the amount of the award;

b) the name of the person to wham the award was made; and

c) the reason why the award was made to that person.

Page 14 of 71
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4y A written report referred to in sub-clause (3) must be submitted to the accounting
officer, in the case of an award by a bid adjudicalion cammiltee of which the chief
financial officer or a senior manager is a member.

5) Sub-clauses (3) and (4) of this policy do not apply to procurement out of petly cash.

8) This clause may not be interpreted as permilting an official to whom the power to
make final awards has been sub-delegated, to make a final award in a competitive
bidding process otherwise than through the committee system provided for in clause
26 of this Policy. Also refer to clause 4(4) and 5(2)(a} of this Policy.

7) No supply chain management decision-making powers may be delegated to an
advisor or consultant.

6.0versight role of council
1) Council must maintain oversight over the implementation cf this Policy.
2) For the purposes of such oversight the Accounting Officer must —

a) within 22 business days of the end of each financial year, submit a report on the
implementation of this Policy and the supply chain management policy of any
municipal entity under ihe sole or shared control of the municipality, to the counci
of the municipality; and

b) Whenever there are serious and material problems in the implementation of this
Policy, immediately submil a report to Council.

3) The accounting officer must, within ten (10) business days of the end of each quarter,
submit a report on the implementation of the supply chain management policy to the
mayor of the municipality.

4} The avallability of these reports must be made public in accordance with section 21A

=

of the Local Government Municipal Systems Act 32, 2002

7.8upply Chain Management Unit
1} A supply chain management unit is hereby established to implement this Policy.
2) The supply chain management unit operates under the direct supervision of the chief
financial officer or an official to whom this duty has been delegated in terms of section
82 of the Act,

8.Training of supply chain management officials

The training of officials involved in implementing this Policy should be in accordance with
relevant legisiation, including Treasury guidelines on supply chain management.
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33, Procurement of goods necessitating special safety arrangements

1) The acquisition and storage of goods in bulk (other than water), which necessitate
special safety arrangements, including gases and fuel, should be avoided where ever
possible.

2) Where the storage of goods In bulk is justified, such justification must be based on
sound reasons, including the fofal caost of ownership, cost advantages and
environmental impact and must be appreved by the employee duly authorised in
terms of the Occupational Health and Safety Act, 1993 (Act No. 85 of 1993).

34. Proudly SA Campaign
The Municipality supports the Proudly SA Campaign to the extent that, as far as
possitle, preference is given to procuring local goods and services.

35. Appointment of consultants

1)} The accounting officer may procure consulting services provided that any Treasury
guidelines and CiDB requirements in respect of consulting services are taken into
account when such procurements are made.

2} Consultancy services must be procured through competitive bids if
a) the value of the contract exceeds R200 000 (VAT included); or
b} the duration period of the contract exceeds cne year.

3) In addition to any requirements prescribed by this palicy for competitive bids, bidders
must furnish particulars of —
a) all consultancy services provided to the municipality in the last five years; and
b) any similar consultancy services provided to the municipalily in the last five years.

4) The accounting officer must ensure that copyright in any document produced, and the
patent rights or ownership in any plant, machinery, thing, system or process designed
or devised, by a consultant in the course of the consultancy service is vesled in the
Municipality.

36. Deviation from, and ratification of minor breaches of, procurement processes
1) The accounting officer may —

a) dispense with the official procurement processes established by this Policy and to
procure any required goods or services lhrough any convenient process, which
may include direct negotiations, but only-

i) inan emergency,
(aa) Circumstances that warrant emergency dispensation, includes but are not

limited to -
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—

c)

Anne xure

A, the possibility of human injury or death,

o

the prevalence of human suffering or deprivation of rights,

C. the possibility of damage to property, or suffering and death of
livestock and animals,

D. the interruption of essential services, including transportation and

communication facililies or suppart services critical to the effective

functioning of the municipality as a whoie,

E. the possibility of serious damage occurring to the natural
environmenlt,
F. the possibility that failure to take necessary action may resuit in the

municipality not being able to render an essential community
service,
G, the possibility that the security of the state could be compromised.

{ab) The prevailing situation, or imminent danger, should be of such a scale
and nature that it could not readily he alleviated by interim measures, in order
to allow time for the formal tender process.

(ac) Procurement in the case of emergencies musl be lacilly approved by the
relevant director or his delegatee prior to incurring the expenditure and must
be reported to the Municipal Manager or delegated official on the ensuing

business day.

iiy if such goods or services are produced or available from a single provider
only;

i} for the acquisition of special works of art or historical objects where
specifications are difficult to compile;

iv

—

acquisition of animals for zoos and/or nalure and game reserves; or
v} inany other exceptional case where it is impractical or impossible to follow the
official procurement processes

ralify any minor breaches of the prbcurement processes by an official or
committee acting in terms of delegated powers or duties which are purely of a
technical nature; and

may condone any irregular expenditure incurred in contravention of, or that is not
in accordance with a requirement of this Policy, provided that such condenation
and the reasons therefore shall be reported to Council at the next ensuing

meeting.
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3)

ANNEXUIRE.

The accounting officer must record the reasons for any deviations in lerms of sub-
clauses (1)(a) and {b) of this policy and report them to the next Council Meeting and
include as a note to the annual financial statements.

Sub-clause (2) does not apply to the procurement of goods and services
contemplated in clause 11(2) of this policy.

37. Unsolicited bids

1)

2)

3)

4)

5)

6)

7}

In accordance with section 113 of the Act there is no obligation to consider unsolicited

bids received outside a normal bidding process.

The accounting officer may decide in terms of section 113(2) of the Act to consider an

unsolicited bid, only if —

a) the product or service offered in terms of the bid is a demonstrably or proven
unigue innovative concept;

b) the product or service will be exceptionally beneficial to, or have exceptional cost
advantages;

c) the person who made the bid is the sole provider of the product or service; and

d) the reasons for not geing through the normal bidding processes are found to be
sound by the accounting officer.

If the accounting officer decides to consider an unsolicited bid that complies with sub-

clause (2) of this policy, the decision must be made public in accordance with section

21A of the Municipal Systems Act, together with —

a) reasons as to why the bid should not be open to other competitors;

b) an explanation of the potential benefits if the unsolicited bid was to be accepted,
and

c} an invitation {o the public or other poiential suppliers tc submit their comments
within 22 business days of the notice.

The accounting officer must submil all written comments received pursuant to sub-

clause (3), including any responses from the unsolicited bidder, to the National

Treasury and the relevant provincial treasury for comment.

The adjudication committee must consider the unsolicited bid and may award the bid

or make a recommendation to the accounting officer, depending on its delegations.

A meeting of the adjudication commitlee to consider an unsolicited bid must be open

to the public.

When considering the malter, the adjudication committee must take into account —

a) any comments submitted by the public; and

b) any writlen comments and recommendations of the National Treasury or the

relevant provincial treasury.
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