AGENDA of the
Mayoral Committee Meeting :
22 October 2013

SUPPLY CHAIN MANAGEMENT IMPLEMENTATION REPORT - 2013/2014: 1°
QUARTER: 01 JULY TO 30 SEPTEMBER 2013

8/2/2
CEM La Cock (028) 313 8080 Hermanus Administration
09 October 2013

1. Executive Summary

In terms of Clause 6(4) 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 the following:

a) awards made through the bid committee system in terms of delegated
authority,

b) deviations from and minor breaches of the Supply Chain Management
Policy, respectively approved and ratified by the Accounting Officer in
terms of Clause 36 of the Supply Chain Management Policy, dated 25
September 2008 as amended, and

c) the progress made with regards to internal investigations into the
incidences of irregular expenditure identified in the 2012/2013 financial
year.

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)

Overstrand Municipality Supply Chain Management Policy dated 25 May 2008,
as amended.
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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, specifically regarding,
the awards made through the bid committee system for the 1% Quarter of the
2013/2014 financial year, 01 July to 30 September 2013, in order to comply with
the requirements of Clause 6(4) of the Policy as well as deviations from the
Policy in terms of Clause 36 the Policy (Annexure A).

Discussion

A

Bid Awards

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

All awards between R200, 000 up to R10 million were approved through
the bid committee system. 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.

Procurement transactions have been processed through the bid
committee system within the following timeframes:
Procurement Function 2013/2014 AUEAGLAD 2012/2013
1st Quarter date
Bids Processed 29 29 143
Bids Processed- Average per Quarter 29 29 36
Average days from final evaluation to Bid 8 8 7
Adjudication Committee
Average days from initiation to Bid 7 7 7
Specification Committee
Estimated Value of Awards (R) 33,296,121.53 33,296,121.53 | 244,407,031.92

A schedule of these awards for the 1% Quarter of 2013/2014 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.
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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 2013/2014 year to date and the
2012/2013 financial year as per the following schedule:

SCM Policy Description fggfao'::r 23201810 | a01ar013
Clause 36(1)(a)(i) Emergency 0 0 8
Clause 36(1)(a)(ii) Sole Supplier 1 1 32
Clause 36(1)(a)(iii) Special works of Art 0 0 4
Clause 36(1)(a)(v) Impractical Impossible 21 21 105

22 22 149

A schedule of all Deviations approved by the Municipal Manager for the 1!
Quarter of 2013/2014 is attached as Annexure C.

C. Irregular Expenditure
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.
To this end, the Executive Mayor is hereby informed of the status
concerning the instances of Irregular Expenditure identified in the
2012/2013 financial year and tabled before Mayoral Committee on 25
September 2013.
SCMIE # Description GLEICLL Value_ o Status
to Expenditure
Leasing of Erf 4485 in Kleinmond for office
accommodation without following a In process of
competitive bidding process in terms of . being submitted
2013/01 Paragraph 19(a) of the Policy and awarding to ACM Krige R 40,960.00 to National
a service provider whose tax matters are not Treasury
in order
Investigation
Repair of curtain rail in auditorium during the completed. To
2013/02 | Kalfiefees in 2011 as a strip-and-quote prior to | Anza Curtains R 1,000.00 be submitted to
approval of a deviation the Accounting
Officer.
Procurement of tow-in services from the only Investigation
; ; o completed. To
2013/03 available service provider in Hermanus Hermanus R 550.00 be submitted to
without obtaining three quotations and prior Towing ' .
- the Accounting
approval of the deviation Officer
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SCMIE # Description GIER S Value_ of Status
to Expenditure
Procurement of tow-in services from the only Investigation
service provider available at the time without Hermanus completed. To
2013/04 108 pro : . ; R1,250.00 | be submitied to
obtaining either two quotations or prior Towing !
L the Accounting
approval of a deviation ;
Officer.
Procurement of the services of an event co- In process of
ordinator to arrange the Mayoral Ball without Dieter being submitted
2013105 obtaining either three quotations or prior Odendaal R'5,000.00 to National
approval of a deviation Treasury
The urgent programming and installation of a Estreaux In process of
municipal radio repeater at Betty’s Bay without Systems CC being submitted
2013/06 RSN X / t/a Benliekor R 4,502.43 )
obtaining either three quotations or prior o to National
L Communicatio
approval of a deviation. ns Treasury
The procurement of a conference venue for In brocess of
the SDF Forum held on 23 & 24 August 2012, Zelov 1776 beinp submitted
2013/07 | award to a person in the service of the state: Py R15,600.00 g sut
; ) (Pty) Ltd to National
Zelpy 1776 (Pty) Ltd t/a Misty Waves: T
X reasury
Councillor M. Lerm
Non-compliance with Regulation 22: The
award of tender SC 878/2010, for the Enviroserv In process of
operation of Gansbaai Landfill site and public Waste being submitted
201308 drop-offs in Greater Gansbaai and Stanford, Management R 25,308,412.32 to National
with an estimate contract value of above R 10 (Pty) Ltd Treasury
million (Incl. VAT).
Non-compliance with Regulation 22: The
award of tender SC 781/2009, for the Enviroserv In process of
Transport of Containerised Municipal Solid Waste being submitted
2013/09 Waste and Chipping of Garden Waste, with an | Management R 20,791,502.57 to National
estimate contract value of above R 10 million (Pty) Ltd Treasury
(Incl. VAT).

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.

The total value of tenders awarded and deviations processed via the Supply

Chain Management Unit for the 1% Quarter of 2013/2014, are as follows:

Operation_al Amount Capital _Amount Av.\:-:rt:; \(Il?:élligifng
(Excluqu VAT, (Excludmg_ VAT, VAT @ 14% VAT. where
where applicable) where applicable) appiicable)
Bid Awards (29) R 24,590,714.06 R 4,644,857.46 R 4,060,550.01 R 33,296,121.53
Deviations (22) R 1,263,208.68 R0.00 R 176,849.22 R 1,440,057.90
TOTAL R 25,853,922.74 R 4,644,857.46 R 4,237,399.23 R 34,736,179.43
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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 1*' Quarter of 2013/2014;

2. that cognisance be taken of the deviations from the procurement processes
for the 1% Quarter of 2013/2014;

3. That cognisance be taken of the investigations underway into the cases of

Irreqular Expenditure to the Supply Chain Management Policy for the
2012/2013 financial year.

RESPONSIBLE OFFICIAL : R LA COCK

TARGET DATE FOR IMPLEMENTATION : TO BE NOTE
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S47071
OVERSTRAND MUNICIPALITY

SUPPLY CHAIN MANAGEMENT POLICY ~ PART A

6 COversight role of council

1) No councilior may be a member of the municipal bid specification, evaluation or adjudication
committees or any other commillee avaluating of approving tenders, quotations, contracts or
other bids, nor altend any such meeting as an obsetver.

2} Councit must maintain oversight over the implementation of this Policy.
3) Forthe purposes of such oversight the Accounting Cfficer must —

a) within 22 business days of the end of each financial year, submit a report on the imple-
mentation of this Polley and the supply chain management polfcy of any municipal enlity
under the sole or shared control of the municipality, to the council of the municipality; and

b) Whnenever there are serious and material proflems in the implementation of this Policy,
immediatsly submit a report to Council.

4} The Accounting Officer musl, wilhin ton {10} busingss days of the end of each quarter, submit
a report on the implementation of the supply chain management policy to the mayer of the
municigality. .

5) The availability of these reports must be made public in accordance with section 21A of the
Local Geovernment Municipaf Systems Act 32, 2002

7 Supply Chain Management Unit

1} Asupply chain management unit is hereby established to implement this Policy.

2} The Chief Financlal Officer is administratively in charge of the supply chain management unit
which operates under the direct supervision of the Senior Manager: Supply Chain Manage-
ment, o whom this duty has been sub-delegated in temms of Section 82 of the Act.

8 Training of Supply Chain Managemsent officials

The traiining of officials involved in implementing this Policy should ba in accordance with relevant
legistation, including Treasury guldelines on supply chain management.

Page 11 of 50

Annexure A
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OVERSTRAND MUNICIPALITY
SUPPLY CHAIN MANAGEMENT PCLICY - PART A

4

b} any similar consultancy services provided o an organ of $tate 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 consuitancy service is vested in the Municipality.

38 Deviation fram, and ratification of minor breaches of procurement processes
1} The Accounting Officer may —

2

3

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 —

(i} inan emergency:

(a) Circumstances that warrant emergency dispensation, inciudes but are not limited
to-

(i) the possibility of human injury or death;
i) the prevalence of human suffering or deprivation of rights;

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

{iv) the interruption of essential services, including transportation and communica-
tion faciities or support services critical to the effective functicning of the mu-
nicipality as a whole;

{v) the possibility of serious damage occurring to the natural environment;

{vi) the possibility that failure to take necessary action may resuit in the municipal-
ity not being able to render an essential community service;

{vii) the possibility that the security of the state could be compromised.

(b) The prevailing situation, or imminent danger, should be of such a scaie and na-
ture that it could not readily be alieviated by interim measures, in order to allow
time for the formal tender process.

(c) Procurement in the case of emergencies must be tacitly approved by the relevant
director or his delegate prior to incurring the expenditure and must be reported to
the Murnicipal Manager or delegated official on the ensuing business day.

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

{ifi) for the acquisition of special works of art or historical objects where specifications are
difficuit to compite;
(iv) acquisition of animals for zoos and/or nature and game reserves; or
{v} in any other exceptional case where it is impractical or impossible to foliow the official
procurement processes,
b} ratify any minor breaches of the procurement processes by an official or committee acting
interms 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 ac-
cordance with a requirement of this Policy, provided that such condonation and the rea-
sons therefore shall be reported to Coundil at the next ensuing meeting. S4/028

The Accounting Officer must record the reasons for any deviations in terms of sub-clauses
{1)(=) and (b) of this policy and report them to the next Courncil 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.

Page 27 of 50
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Mayoral Committee Meeting

AGENDA of the
22 October 2013
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