AGENDA : ORDINARY COUNCIL MEETING 25 OCTOBER 2023

SUPPLY CHAIN MANAGEMENT IMPLEMENTATION REPORT — 2023/2024:
1StQUARTER: 01 JULY 2023 TO 30 SEPTEMBER 2023

C Le Roux Deputy Director: Finance & SCM
09 October 2023 (028) 313 8107

1. Executive Summary

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

2. Service Delivery and Budget Implementation Plan - IGNITE

Directorate: Finance
Department: Supply Chain Management

3. Compliance with Strategic Priorities

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

4. Delegated Authority
None
5. Legal Requirements

Local Government: Municipal Finance Management Act, No. 56 of 2003

Local Government: Municipal Systems Act 2000, (Act 32 of 2000)

Overstrand Municipality’s Supply Chain Management Policy dated 25 June
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, specifically regarding
the following:

a) awards made for the 15t Quarter of the 2023/2024 financial year, 01 July 2023
to 30 September 2023;

b) deviations in terms of Paragraph 36 of the Supply Chain Management Policy;

c) minor breaches approved by the Accounting Officer in terms of Paragraph
36(2) of the Supply Chain Management Policy;
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d) the status of objections, complaints and appeals lodged; and

e) progress made with incidences of non-compliance and irregular expenditure
identified and currently undergoing investigation.

Discussion

a) Bid Awards

Bids are awarded in terms of Overstrand Municipality’s Supply Chain
Management Policy and the preferential points system prescribed in the
Preferential Procurement Policy.

Procurement transactions have been processed through the bid committee
system and formal written price quotations in excess of R30 000 within the
following timeframes:

Procurement Function A 2023/2024 2022/2023
1st Quarter
Bids Processed 17 17 101
Bids processed - Average per Quarter 17 17 25
Average days from final evaluation to
Bid Adjudication Committee 5 5 ’
Average days from initiation to Bid
Specification Committee 9 9 M
Estimated Value of Awards (Rand) | R 165864 539,06 | R 165 864 539,06 | R 1 965 943 727,00

Value of all Awards

The total value of tenders and formal written price quotations more than
R30 000 and written price quotations (below R30 000) awarded by the
Supply Chain Management Unit for the 15t Quarter of 2023/2024:

Operational Amount

Capital Amount

Value of Awards

(Excluding VAT, | (ExcludingVAT, | VAT@1s% | (ncluding VAT,
d f where applicable)

where applicable) where applicable) for Q1
a‘g) Awards R 106 910 961,46 R 28 374 755,00 R 20 123 490,92 R 155 409 207,39
Amendment of R5 464 592,76 R3 279 173,91 R1 311 565,00 R10 055 331,67
Contracts (2)
Quotations (3) R 347 826,09 R 0,00 R 52173,91 R 400 000,00
Quotations
<R30000 (745) R3 534 912,83 R 0,00 R 452 780,61 R 3 987 693,44
Total R 116 258 293,14 R 31 653 928,91 R 21 940 010,45 R 169 852 232,50

A schedule of these awards above for the 1St Quarter of 2023/2024 are
attached as Annexure Al and A2.




AGENDA : ORDINARY COUNCIL MEETING

25 OCTOBER 2023

b)

Deviations — Paragraph 36(1)(a)

Paragraph 36(1)(a) of Overstrand Municipality’s Supply Chain Management
Policy allows circumstances for deviations from the procurement processes.
Furthermore, the policy requires in Paragraph 36(2), that the reasons for any
deviations from the procurement processes must be recorded and be
reported to Council.

Deviations approved by the Accounting Officer or by the delegated officials
were motivated in terms of the following categories for applications approved
for the 2023/2024 year to date is compared to the 2022/2023 financial year
as per the following schedule:

2023/2024 2023/2024

SCM Policy Description 1st Quarter eHE 2022/2023
Paragraph 36(1)(a)(i Emergency 3 3 9
Paragraph 36(1)(a)(ii) Sole Provider 2 2 12
Paragraph 36(1)(a)(iii) Special works of Art 0 0 0
Paragraph 36(1)(a)(iv) Animals for zoos 0 0 0
Paragraph 36(1)(a)(v) Impractical / Impossible 15 15 52
Paragraph 36(1)(a)(v)(a) | Ad-hoc repairs/ Strip & Quote 0 0 0
Total 20 20 73

A schedule of Deviations approved in terms of Paragraphs 36(1)(a) is
attached as Annexure B.

Value of all Deviations awarded

The total value of deviations processed via the Supply Chain Management
Unit for the 15t Quarter of 2023/2024, are as follows:

Operational Capital Amount Value of Awards
Amount (Excluding VAT, . (Including VAT,
(Excluding VAT, where AT @ e where applicable)
where applicable) applicable) for Q1
Deviations (20) R 15 186 955,66 R 0,00 R 2276 078,35 R 17 463 034,01

Minor Breaches

The Supply Chain Management Policy states in Paragraph 36(1)(b) that the
Accounting Officer may consider ratifying any minor breach of the
procurement processes by an official or committee acting in terms of
delegated powers or duties which are purely of a technical nature.

No minor breaches were recorded in the 15t Quarter of 2023/2024 financial
year.
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c)

d)

Objections, Complaints and Appeals

In terms of Paragraph 49 of the SCM Policy, persons aggrieved by decisions
or actions taken in the implementation of the supply chain management
system, may lodge a written objection against the decision or action within 10
business days of the decision or action.

These objections must be dealt with and resolved in terms of Paragraph 50(1)
of the SCM Policy. In terms of this, the Accounting Officer has appointed an
‘appeals authority’ which must strive to resolve all objections within 46
business days of receipt and report to the Accounting Officer on a monthly
basis on the objections received, attended to and resolved in terms of
Paragraph 50(3) of the Policy.

In terms of Section 62 of the Local Government: Municipal Systems Act, No.
32 of 2000, a person whose rights are affected by a decision taken by a staff
member of a municipality, may appeal against that decision by giving written
notice of the appeal and reasons to the municipal manager within 21 days of
the date of the notification of the decision.

A schedule of all appeals, disputes, objections, queries and complaints
received or dealt with during the 1%t Quarter of 202/2024, is attached as
Annexure C.

Incidences of Non-compliance and Irregular Expenditure

In terms of Section 32(4) of the Local Government: Municipal Finance
Management, Act No. 56 of 2003, the Executive Mayor, inter alia, must be
made aware of all possible irregular expenditure incurred by the municipality.

A register of all incidences of irregular expenditure identified and currently
undergoing investigation is attached as Annexure D.

During August 2023, SCM identified that the preference points allocation in
terms of Paragraph 10(6) of the municipality’s Preferential Procurement
Policy, in respect to Local area of supplier “within the boundaries of the
Western Cape” was indicated as 3 points instead of 4 points. This constitutes
non-compliance with the municipality’s Preferential Procurement Policy.

After an analysis done by the Supply Chain Management Section, it was
identified that before-mentioned points for local area in the Western Cape,
allocated as 3 instead of 4, did not impact at all on the award of a total of 16
bids (tenders and quotations) in respect of the 80/20 preference points
system where bidders claimed local area in the Western Cape.

In terms of the analysis, it was confirmed that allocation of 3 points instead of
4 points only influenced 2 instances, where the detail for these 2 tenders is
provided in the following paragraphs where the outcome of the award(s)
would be different. The recommended approach is as follows, after the
Accounting Officer, in terms of oversight considered the circumstances not
serious or material, in the implementation of the SCM Paolicy.
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- One of the items awarded on as an “As and when needed” tender - A process
will be implemented to cancel the contract in order not to incur any
expenditure on this item.

- A change in the position in only 1 instance, out of the 19 areas, would be one
position higher, into 6th position. Therefore, it is highly unlikely that any
projects will be allocated in this instance.

7. Financial Implications
None
8. Staff Implications
None
9. Comments from other Departments, Divisions and Administrations
None
10.Annexures
Annexure Al: Schedule of Awards made through the Bid Committee system
and all formal written price quotations in excess of R30 000

Annexure A2: Schedule of transactions of price quotations below R30 000

Annexure B:  Schedule of Deviations from the procurement processes

Annexure C: Schedule of disputes, objections, queries, complaints and

appeals received

Annexure D:  Schedule of Irregular Expenditure

RECOMMENDATION TO THE COUNCIL:
that the activities undertaken, and outcomes achieved in the implementation of the
Overstrand Municipality’s Supply Chain Management Policy for the 1 Quarter of
2023/2024 be noted.

RESPONSIBLE OFFICIAL : C LE ROUX

TARGET DATE FOR IMPLEMENTATION : TO BE NOTED
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