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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. 

 
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  

 
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): 
Municipal Supply Chain Management Regulations 
Overstrand Municipality Supply Chain Management Policy dated 25 May 2008, 
as amended. 

 
6. 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 4th 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). 

 
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:  
 

Procurement Function 
2012/2013 

 4th Quarter 

2012/2013 to 
date 

2011/2012 

Bids Processed 53 143 96 

Bids Processed- Average per Quarter 53 36 24 

Average days from evaluation to Bid 
Adjudication Committee 

8 7 9 

Average days from initiation to Bid 
Specification Committee 

5 7 8 

Estimated Value of Awards (R)  25,107,560.53 244,407,031.92 240,643,347.35 

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

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 
2012/2013 

 4
th

 Quarter 

2012/2013 
to date 

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 4th 
Quarter of 2012/2013 is attached as Annexure C.  

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: 

 
D. 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 

SCMIE 
# 

Date of 
payment 

Description 
Type of 

Prohibited 
Expenditure 

Awarded 
to 

 Value of the 
Irregular 

Expenditure 
Incurred  

2013/07 2012/08/30 

The procurement of a conference 
venue for the SDF Forum held on 
23 & 24 August 2012, award to a 
person in the service of the state: 
Zelpy 1776 (Pty) Ltd t/a Misty 
Waves: Councillor M. Lerm 

SCM 
Regulation 

44 

Zelpy 1776 
(Pty) Ltd 

R 15,600.00 
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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 thus declared as non-compliance: 

 

 
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. 

 
 
 
 
 
 

SCMIE # 
Date 

Identified 

Date 
approved for 

payment 
Description Awarded to 

 Value of the 
Irregular 

Expenditure 
Incurred  

2013/01 2013.01.28 2013.02.13  

Leasing of Erf 4485 in Kleinmond for office 
accommodation without following a competitive 
bidding process in terms of Paragraph 19(a) of 
the Policy and awarding to a service provider 
whose tax matters are not in order 

ACM Krige R 40,960.00  

2013/02  2012.07.27 2012.07.27  
Repair of curtain rail in auditorium during the 
Kalfiefees in 2011 as a strip-and-quote prior to 
approval of a deviation 

Anza Curtains R 1,000.00  

2013/03  2012.07.24  2012.10.15 

Procurement of tow-in services from the only 
available service provider in Hermanus without 
obtaining three quotations and prior approval of 
the deviation 

Hermanus 
Towing 

R 550.00  

2013/04  2012.12.05  2012.12.06 

Procurement of tow-in services from the only 
service provider available at the time without 
obtaining either two quotations or prior approval 
of a deviation 

Hermanus 
Towing 

R 1,250.00  

2013/05  2013.01.09  2013.01.11 

Procurement of the services of an event co-
ordinator to arrange the Mayoral Ball without 
obtaining either three quotations or prior 
approval of a deviation 

Dieter Odendaal R 5,000.00  

2013/06  2013.02.25  2013.03.12 

The urgent programming and installation of a 
municipal radio repeater at Betty’s Bay without 
obtaining either three quotations or prior 
approval of a deviation. 

Estreaux 
Systems CC t/a 
Benliekor 
Communication
s 

R 4,502.43  
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The total value of tenders awarded and deviations processed via the Supply 
Chain Management Unit for the 4th Quarter of 2012/2013, are as follows: 

 

 
Operational Amount 

(Excluding VAT, 
where applicable) 

Capital Amount 
(Excluding VAT, 

where applicable) 
VAT @ 14% 

Total Value of Awards 
(Including VAT, where 

applicable) 

Bid Awards 

(27) 
R 14,891,301.68  R 7,312,744.06  R 2,903,514.79  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 4th Quarter of 2012/2013; 
  
2. that cognisance be taken of the deviations from the procurement processes 

for the 4th 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



 



 



 

 



 



 



 



 



 



 



 



 

 


