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R LA Cock (028) 313 8040 Corporate Head Office
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1.

Executive Summary

In terms of Clause 6(3) of Council’'s Supply Chain Management Policy, the
Municipal Manager must, within 10 business days of each quarter, submit a
report on the implementation of the Supply Chain Management Policy to the
Executive Mayor.

The report contains schedules of awards made through the bid committee
system in terms of delegated authority as well as deviations approved in terms
of Clause 36 of the Supply Chain Management Policy. The reasons for the
deviations incurred must be reported to Council in terms of Clause 36(2) of the
Policy.

Service Delivery and Budget Implementation Plan - IGNITE

Directorate: Finance
Department: Supply Chain Management

Compliance with Strategic Priority/ies

Provision of democratic and accountable governance
Provision and maintenance of municipal services

Delegated Authority

None

Legal Requirements

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

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

Background/Discussion/Evaluation/Conclusion

Background

The purpose of this report is to ensure that Council maintains oversight
over the implementation of the Supply Chain Management Policy,
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specifically regarding, the awards made through the bid committee system
for the 4™ Quarter of the 2012/2013 financial year, 01 April to 30 June
2013, in order to comply with the requirements of Clause 6(3) of the Policy
as well as deviations from the Policy in terms of Clause 36 the Policy
(Annexure A).

Bid Awards

Bids are awarded to the bidder scoring the highest points in terms of
Council’s Preferential Procurement Policy.

The Accounting Officer has duly delegated the power to award bids below
R200, 000 to the respective Directors, after considering the
recommendation by the Bid Evaluation Committee, and all awards above
R200, 000 up to R10 million were approved through the bid committee
system.

Procurement transactions have been processed through the bid
committee system within the following timeframes:
. 2012/2013 2012/2013 to
Procurement Function 4" Quarter date 2011/2012
Bids Processed 53 143 96
Bids Processed- Average per Quarter 53 36 24
Average days from evaluation to Bid 8 7 9
Adjudication Committee
Average days from initiation to Bid 5 7 8
Specification Committee
Estimated Value of Awards (R) 25,107,560.53 244,407,031.92 | 240,643,347.35

A schedule of these awards for the 4" Quarter of 2012/2013 is attached
as Annexure B.

Deviations- Clause 36(1)(a)

Clause 36(1)(a) of the Policy (Annexure A) allows circumstances for
deviations from the procurement processes. Furthermore, the policy
requires in Clause 36(2), that the reasons for any deviations from the
procurement processes must be recorded and be reported to Council at
the ensuing Council meeting.

Deviations approved by the Accounting Officer or by the delegated
officials were motivated in terms of the following categories and compares
to applications approved for the 2012/2013 year to date and the
2011/2012 financial year as per the following schedule:
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SCM Policy Description iﬁ‘éf:rlzr 22;2(;2?;3 2011/2012
Clause 36(1)(a)(i) Emergency 1 8 1
Clause 36(1)(a)(ii) | Sole Supplier 4 32 52
Clause 36(1)(a)(iii)) | Special works of Art 1 4 1
Clause 36(1)(a)(v) | Impractical Impossible 21 105 212

27 149 266

It is clear from the comparison that deviations have been reduced
markedly.

A schedule of all Deviations approved by the Municipal Manager for the 4"
Quarter of 2012/2013 is attached as Annexure C.

Irregular Expenditure- Paragraphs 36(1)(c)

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

In May 2013 National Treasury issued MFMA Circular No. 68 which
serves 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:

Value of the
Type of
SCMIE Date of Description Prohibited Awarded Irregu_lar
# payment B to Expenditure
p Incurred
The procurement of a conference
venue for the SDF Forum held on SCM
23 & 24 August 2012, award to a . Zelpy 1776
2013/07 | 2012/08/30 person in the service of the state: Reg:lfnon (Pty) Ltd R 15,600.00
Zelpy 1776 (Pty) Ltd t/a Misty
Waves: Councillor M. Lerm

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
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expenditure

is determined prior to a payment being made,
transgression shall be regarded as a matter of non-compliance.

the

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

Value of the
Date LD Irregular
SCMIE # Identified app;o:/neeanor Description Awarded to 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 | ACM Krige R 40,960.00
the 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
available service provider in Hermanus without | Hermanus
2013/03 2012.07.4 20121015 obtaining three quotations and prior approval of | Towing R 550.00
the deviation
Procurement of tow-in services from the only
2013/04 2012.12.05 2012.12.06 service provider available at the time without Hermanus R 1.250.00
o T obtaining either two quotations or prior approval | Towing S
of a deviation
Procurement of the services of an event co-
ordinator to arrange the Mayoral Ball without .
2013/05 2013.01.09 2013.01.11 obtaining either three quotations or prior Dieter Odendaal | R 5,000.00
approval of a deviation
The urgent programming and installation of a EStsrtz ?TL:: CCta
2013006 | 20130225 | 20130342 | Muniipalradio repeater at Betty's Bay without | gl R 4,502.43
T e obtaining either three quotations or prior Communication R
approval of a deviation. s

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.

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 and prior to approval of
deviations.
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The total value of tenders awarded and deviations processed via the Supply
Chain Management Unit for the 4™ Quarter of 2012/2013, are as follows:

Operational Amount Capital Amount Total Value of Awards
(Excluding VAT, (Excluding VAT, VAT @ 14% (Including VAT, where

where applicable) where applicable) applicable)
g;’)Awa’ds R 14,891,301.68 | R7,312,744.06 | R2,903,514.79 | R 25,107,560.53
Deviations (19) R 1,659,231.25 R 299,328.00 R 119,905.00 R 2,078,464.25
TOTAL R 16,550,532.93 | R 7,612,072.06 | R 3,023,419.79 R 27,186,024.78

8. Staff Implications
None

9. Comments from other Departments, Divisions and Administrations
None

10. Annexures

Annexure A:  Clause 6 & 36 of the Supply Chain Management Policy
Annexure B:  Schedule of Awards made through the Bid Committee system
Annexure C: Schedule of Deviations from the procurement processes

RECOMMENDATION TO THE COUNCIL.:

1. that cognisance be taken of the awards made through the bid committee
system for the 4™ Quarter of 2012/2013;

2. that cognisance be taken of the deviations from the procurement processes
for the 4™ Quarter of 2012/2013;

3. That cognisance be taken of the schedules of Irregular Expenditure and

cases of Non-Compliance to the Supply Chain Management Policy for the
2012/2013 financial year.

RESPONSIBLE OFFICIAL : R LA COCK

TARGET DATE FOR IMPLEMENTATION : TO BE NOTED
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An official or bid adjudication committee to which the power to make final awards
has been 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 whom the award was made; and

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

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 adjudication committee of which the chief
financial officer or a senior manager is & member.

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

This clause may not be interpreted as permitting 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 &(2)(a) of this
Policy.

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

Oversight role of council

1)
2)

3)

Council must maintain oversight over the implementation of this Policy.

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 the sole or shared control of the municipality, to the
council of the municipality; and

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

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.

The availability of these reports must be made public in accordance with section

21A of the Local Government Municipal Systems Act 32, 2002

Page 16 of 74



Az

84/036

33. Procurement of goods necessitating special safety arrangements

34.

35.

36.

1)

2}

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

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

Proudly SA Campaign

The Municipality supports the Proudly SA Campaign to the extent that, as far as

possible, preference is given to procuring local goods and services.

Appointment of consultants

1)

2)

4)

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.

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 one year.

In addition to any requirements prescribed by this policy 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 municipality in the last five
years.

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

vested in the Municipality.

Deviation from, and ratification of minor breaches of, procurement processes

D

The accounting officer may —
a) dispense with the official procurement processes established by this Policy
and to procure any required goods or services through any convenient

process, which may include direct negotiations, but only -

Page 36 of 74
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iv)
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in an emergency;

aa)

ab)

ac)

Circumstances that warrant emergency dispensation, includes

but are not limited to -

a)
b)
¢}

d)

)

the possibility of human injury or death;

the prevalence of human suffering or deprivation of rights;

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

the interruption of essential services, including fransportation
and communication facilities or support services critical to the
effective functioning of the municipality as a whole;

the possibility of serious damage occurring to the natural
environment;

the possibility that failure to take necessary action may result
in the municipality not being able to render an essential
community service;

the possibility that the security of the state could be

compromised.

The prevailing situation, or imminent danger, shouid be of such a

scale and nature that it could not readily be alleviated by interim

measures, in order to allow time for the formal tender process.

Procurement in the case of emergencies must be tacitly

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.

if such goods or services are produced or available from a single

provider only;

for the acquisition of special works of art or historical objects where

specifications are difficult to compile;

acquisition of animals for zcos and/or nature and game reserves; or

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

follow the official procurement processes,

ratify any minor breaches of the procurement 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

Page 37 of 74



a7.

2)

N

§4/038

condonation and the reasons therefore shall be reported to Council at the next
ensuing meeting.
The accounting officer must record the reasons for any deviations in terms 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.

Unsolicited bids

1)

2)

3)

9)

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
unique 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 going 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

¢) an invitation to the public or other potential suppliers to submit their comments
within 22 business days of the notice.

The accounting officer must submit all written comments received pursuant to

sub-clause (3), including any responses from the unsolicited bidder, o the

National Treasury and the relevant provincial treasury for comment.

The adiudication 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 committee to consider an unsolicited bid must be

open to the public.

Page 38 of 74
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