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9.
ANNUAL SUPPLY CHAIN MANAGEMENT IMPLEMENTATION REPORT IN TERMS
OF PARAGRAPH 6(3)(a) OF THE POLICY: 2013/2014

8/2/2
CEM La Cock (028) 313 8080 Corporate Head Office
14 July 2014

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 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.

Although the MFMA prohibits a Councillor 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, Council’s Supply Chain
Management Policy, Paragraph 6.3(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 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 2003, (Act 56 of 2003)
(Ll\chgflg)ovemment: Municipal Finance Management Act 2003, (Act 56 of 2003):

Municipal Supply Chain Management Regulations
Local Government: Municipal Systems Act, No. 32 of 2000, (Systems Act)
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Overstrand Municipality Supply Chain Management Policy dated 25 June 2008,
as amended.

6. Background/Conclusion
Background
6.1. Oversight role of council

The Council must maintain oversight over the implementation of this
Policy and for the purpose 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 to the
Council of the municipality in terms of paragraph 6(2) of the Policy.

6.2. Supply Chain Management (SCM) Policy
The objectives of the Policy are:

a) to give effect to section 217 of the Constitution of the Republic of
South Africa by implementing a system that is fair, equitable,
transparent, competitive and cost effective; and

b) to comply with applicable provisions of the Municipal Finance
Management Act including Municipal Supply Chain Management
Regulations published under GN868 in Government Gazette
27636, 30 May 2005 and any National Treasury Guidelines issued
in terms of the MFMA and regulations pertaining thereto.

6.3. 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.

As part of the annual budget policy review, the 2013/2014 SCM policy was
submitted to Council for consideration and approval on 29 May 2013.

6.4. Supply Chain Management Unit
The Supply Chain Management Unit operates under the direct supervision
of the Chief Financial Officer and is headed by the Senior Manager Supply
Chain Management, Mrs. CEM La Cock.

The structure of the SCMU covers the following disciplines within Supply
Chain Management:
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e Demand Management :  Demand Planning and Specifications

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

e Logistics Management . Inventory Management- Municipal Stores

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

The staff complement in the SCMU consists of a total of 25 officials.
Attached, as Annexure A, is the current approved organogram.

As at 30 June 2014 one vacancy existed in the Department, representing
a 4% vacancy rate. The post of Storekeeper became vacant following the
resignation of Mr. RM Nutt on 19 May 2013. The vacancy rate is below the
national norm.

6.5. Contract Management

Since the establishment of the Contract management office in June 2012,
various new objectives and milestones has been set and achieved.

Objectives and developments since the establishment of the office
achieved:

a) The Overstrand Contract Management function has been centralised in
to the Contract Management Office, reporting to the SCM Department.

b) Contract business processes is now in line with the SCM office and
has been formalised with a supporting Contract Management Policy.

c) Information systems to enable effective governance and monitoring of
all approved contracts have been developed.

d) Proper communication structures have been developed with identified
functionaries who have related responsibilities. The roles and
responsibilities of different contracts owners, sharing responsibilities
across directorates, have been identified as a new focus area.

e) A system of monitoring supplier performance on a monthly, quarterly
and yearly base has been developed. The result hereof was that a
number of underperforming suppliers has been identified and
corrective action has been taken against their performance.

f) Development of dispute resolution mechanisms.

g) Control and safekeeping of contract documents, in conjunction with the
records department, has been improved and will be further enhanced
with an electronic system in the new financial year.

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

i) The development of a system that will ensure proper controls in order
to reduce operational risk to the contract life cycle has been
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6.6.

established and will integrate further to the financial system in the new
financial year.

j) With the establishment and inclusion of the Contract Management
function within SCM, repeatable occurring contracts are identified in
the contract management office and are supporting the demand
management plan of SCM.

k) Contract Status (Active/cancelled/expired/to be expired/unsigned)
reports gets distributed on a monthly basis to all relevant stakeholders.

Milestones attained in Contract Management:

a) A Contract Management Policy has been developed and improved to
give effect to section 116 of the MFMA and to support SCM functions
and regulations.

b) The Contract Management Office managed the systems development
project of the SCMU IT system (SCM, Contract Management and
Records Management), to be implemented in the new financial year
(envisaged: September 2014)

SCMU IT System Development

During May 2013, Contract Management and Records Management
software were procured from Bytes (SAMRAS Plus). Further systems
development to fully integrate the SCM procedures within the financial
system (SAMRAS Classic) has been embarked on.

The existing Contract Management system, Collaborator, will be replaced
by the SAMRAS Plus system during the new financial year (2014/2015).

6.6.1. The following development milestones on the SAMRAS Plus and
SAMRAS Classic project have been reached during the 2013/2014
financial year:

a) Business process analysis has been completed during May to
November 2013.

b)  Functional specifications have been signed off between Bytes
and Overstrand Municipality.

c) Technical specifications, by Bytes Developing team were
developed during November 2013 to March 2014.

d) User Acceptance Testing (UAT) session has been running
periodically between March 2014 and July 2014.

e) Project training and sign off is planned to realise in September
2014.

f)  Full data transfer from Collaborator to SAMRAS should be
completed during September 2014.

6.6.2 As mentioned in the report of 2012/2013, the SAMRAS financial
system (SAMRAS Plus and SAMRAS Classic) was considered to
be the best long-term system solution (For SCM, Contract
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Management and Records Management). The following benefits
are envisaged with effective development and implementation of
the system:

a) Cleaner data and proper audit trails of transactions;

b) A central storage environment, ensuring enhanced document
management and electronically retrievable data for future
usage;

c) Enhanced communication and the clear identification of roles
and responsibilities;

d) Duplication of transactions / processes will be eliminated,;

e) Improved system controls and risk elimination.

6.7. 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.

Of the 24 officials in the SCM unit, 12 have completed the
Municipal Financial Management Programme:

# Designation Name
1. Senior Manager: Supply Chain Management La Cock CEM
2. 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

6.7.2. Miscellaneous Training & Education

Overstrand Municipality attends

the quartery SCM Forum,

scheduled by Provincial Treasury. SCM issues are discussed at
these meetings which are regularly attended by officials from the
CIDB, SARS, National Treasury, the Auditor-General, etc.
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During the 2013/2014 year, various additional training opportunities
where offered by the Provincial Treasury as part of its mandate of
ensuring that local government spheres are adequately equipped in
the implementation of Supply Chain Management.

Below is a list of such courses attended by officials in the SCM Unit:

# Designation Dates
1. SCM PPOS Training Group Programme 24 — 26 February 2014
2. Bid Rigging 19 - 20 March 2014
3. PPPFA Workshop 29 May 2014
4. | Local Content Workshop 25 November 2013
The following officials are currently involved in relevant further
tertiary studies:
# Designation Name Study Area
1. Administrator: Tender Management Moore A BCom Degree
2. Administrator: Tenders Du Preez LS BBA Degree
3. Clerk: Contract Management Mapuma Z LLB Degree
4. | Administrator: SCM Neethling R I\Cﬂzrrfg'g:;fem Project
General short courses attended by SCM officials, initiated by the
Human Resources department as part of its Workplace Skills Plan
for 2013/2014:
# | Name Training
1. | DRM POTGIETER INITIATOR & CHAIRPERSON
2. | AMILI LEARDERSHIP CONCEPTS
3. | B.D."OLIVEIRA LEARDERSHIP CONCEPTS
4. | DRM POTGIETER LEARDERSHIP CONCEPTS
5. | GWEPENER LEARDERSHIP CONCEPTS
6. | LDEWET LEARDERSHIP CONCEPTS
7. | RDE JAGER LEARDERSHIP CONCEPTS
8. | RLACOCK LEARDERSHIP CONCEPTS
9. | VLYNERS-SWARTZ LEARDERSHIP CONCEPTS
10. | J C VAN DER MERWE OHS REPS
# | Name Training
11. | DRM POTGIETER SAMRAS
12. | C LOURENS TELEPHONE TACTICS
13. | F BARRY TELEPHONE TACTICS
14. | | THESEN TELEPHONE TACTICS
15. | SKEYZER TELEPHONE TACTICS
16. | G WEPENER VAT WORKSHOP
17. | LDE WET VAT WORKSHOP
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18. | M.S. NEETHLING FIRST AID LEVEL 1
19. | AMOORE ADVANCED COMPUTER TRAINING
20. | B.D.'OLIVEIRA INTERMEDIATE COMPUTER TRAINING

6.8. 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.

To aid the Accounting Officer in this responsibility, Council has adopted a
Delegations of Powers and Duties Policy which assists in maximising the

administrative and operational efficiency and is reviewed annually.

6.9. 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 SCM Unit has, with the support of the Accounting Officer and the
Chief Financial Officer, implemented SCM via a Demand Management
Plan (DMP) as a strategic tool in order to implement the budget. It aims to
identify the procurement of requirements of the municipality in advance,
draft a programme listing all the requirements and the timelines of the

different activities at the different procurement gates.

The DMP effectively assists the SCM Unit with the planning of tender
processes and user departments with the planning of the execution and
timely completion of projects in alignment with performance targets in the

Service Delivery and Budget Implementation Plan.

The SCM Unit has developed and implemented the DMP during the
2013/2014 financial year, actively promoting and driving its implementation
to enhance the demand management process in procuring goods and

services.

The SCM Unit submits reports to the Top Management Team on a

monthly basis to measure the success of the implementation of a DMP.
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6.10.

6.11.

6.12.

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 2013/2014 financial year:

Quantity Range of procurement Percentage
4927 | R 0.00 - R 2,000.00 49.78%
3972 | R 2,000.01 - R 30,000.00 40.13%
819 | R 30,000.01 - R 200,000.00 8.28%
179 | R 200,000.01 - and above 1.81%
Total 9897 100.00%

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). In terms of
the municipality’s legislative requirement, interested suppliers were again
requested to register on our database during May 2014, and current
suppliers requested to update their registration information on a quarterly
base.

Currently 3138 accredited suppliers are registered on the SC Database
(an increase of 450 suppliers from 2012/2013). Many initiatives are
conducted annually in order to assist suppliers with the completion of
SCM Database forms, with the assistance of our own LED Directorate.

Bid Committee System

The Bid Committee system for competitive bids has been actively applied
within the municipality. The bid committee system includes a Bid
Specification -, Bid Evaluation - 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, via the bid committee system.
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6.13. 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
2013/2014 financial year are attached as Annexure B.

Procurement Function 2013/2014 2012/2013
Bids Processed 131 143

Bids Processed- Average per Quarter 33 36
Average days from evaluation to Bid Adjudication 8 7
Committee

Average days from initiation to Bid Specification 7 7
Committee

Estimated Value of Awards (R) 181,586,965.21 | 244,407,031.92

6.14. Deviations and Minor Breaches from Procurement Processes

6.14.1 Deviations
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;
(iii) 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 and his delegatees approved the 93
deviations attached as per Annexure C during the 2013/2014
financial year (149 for 2012/13) to the value of more than R 6 million.
SCM Policy Description 2013/2014 2012/2013
Clause 36(1)(a)(i) Emergency 4 8
Clause 36(1)(a)(ii) Sole Supplier 22 32
Clause 36(1)(a)(iii) Special works of Art 0 4
Clause 36(1)(a)(v) Impractical Impossible 67 105
93 149

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



AGENDA : SPECIAL MAYORAL COMMITTEE MEETING 23 JULY 2014

6.14.2 Minor Breaches

The Supply Chain Management Policy states in Clause 36(1)(b) that
the Accounting Officer may consider ratifying 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.

The Accounting Officer approved 5 minor breaches of the Supply
Chain Management Policy in the 2013/2014 financial year:

ECDINE 2L Description
# approved P
The advertising of land sale tenders (SC 1428/2013, SC 1429/2013 & SC
2014/01 | 2014.02.28 | 1434/2013) with a validity period beyond that which is contemplated in
terms of Clause 27(5)(a) of the Policy.
The advertising of land sale tender (SC 1435/2013) with a validity period
2014/02 | 2014.03.18 | beyond that which is contemplated in terms of Clause 27(5)(a) of the
Policy.
The advertising of alterations to Mount Pleasant Moffat Hall (SC
2014/03 | 2014.05.20 | 1446/2014) without specifying the applicable CIDB Grading, as required
in 18(1)(j) of the Policy.
Communication with the sole bidder of tender SC 1451/2014, without
2014/04 | 2014.05.23 | obtaining authorisation from the Chairperson of the Bid Adjudication
Committee, as required in 24(3)(b) of the Policy
The advertising period and method of Quotation SC 1485/2014 which
2014/05 | 2014.06.12 was not in terms of Clause 22(1)(a)&(b) of the Policy.

6.15. Irregular Expenditure- MFMA Section 32

Irregular Expenditure is defined as an expenditure incurred in
contravention of the Municipal Financial Management Act, Municipal
Systems Act, Public Office-Bearers Act of the Municipality’s Supply
Chain Management Policy.

In terms of Section 32(4) of the MFMA the Executive Mayor, the MEC for
Local Government and Auditor-General must be informed of all possible
irregular expenditure incurred by the municipality.

During 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).
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6.16. Value of all awards

In terms of this, a register of cases of irregular expenditure identified in
the 2013/2014 financial year is attached as Annexure D.

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 2013 to 30 June 2014 are as follows:

Capital Operational
. . Total Value of Awards

\(,ixTc"‘,‘v‘:l':r% (Exc';‘v‘:]':f’e VAT, | VAT@14% | (Including VAT, where
applicable) applicable) Al A0,

Bid Awards 90,330,194.84 71,060,265.98 20,196,504.39 181,586,965.21

Deviations 5,425,550.44 253,140.00 776,889.04 6,455,579.48

Irregular - 4,385,011.91 603,742.17 4,988,754.08

Expenditure

Total 95,755,745.28 75,698,417.89 21,577,135.60 193,031,298.77

6.17. 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 four
throughout the area of jurisdiction, being Hermanus, Onrus, Kleinmond
and Gansbaai, with a store item value of R 8,271,377.15 million.

municipal

Stock value for the different administrations as at 30 June 2014:

eStore A (Hermanus General Store)
eStore E (Electrical Store, Onrus)
eStore G (Gansbaai Store)

eStore K (Kleinmond Store)

eStore R (Hermanus Cartridges & Printing Paper Store)

eTotal stock value

Number of stock issuing transactions during the 2013/2014 financial

R1,475,101.72
R4,688,330.76
R1,058,926.68
R 565,770.45
R 483,247.54
R8,271,377.15

year:
Quantity Range of procurement Percentage

10456 | Hermanus General Store 49.17%

1039 | Onrus Electrical Store 4.89%

4386 | Gansbaai General Store 20.63%

4479 | Kleinmond General Store 21.06%

904 | Hermanus Stationary Store 4.25%

stores situated
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| Total | 21264 | \ 100.00% |

Conclusion

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

Contract Management, Demand Management and the combating of Irregular
Expenditure will once again be key focus areas in the implementation of
supply chain management within the municipality.

The objective of the 2014/2015 financial year is to have a fully integrated SCM
IT system that will further enhance procedural controls, efficiency and
legislative compliance, from a centralised platform.

Overstrand Municipality continuously 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.

. Financial Implications

None

. Staff Implications

None
Comments from other Departments, Divisions and Administrations

None

10. Annexures

Annexure A:  Organogram: SCM Unit

Annexure B:  Schedule of awards made by the Bid Committee System
Annexure C: Schedule of deviations from the procurement processes

Annexure D:  Schedule of Irregular Expenditure identified in 2013/2014

RECOMMENDATION TO THE COUNCIL.:

1.

that the Supply Chain Management Implementation Report for the 2013/2014
financial year submitted in terms of Paragraph 6 of the Supply Chain
Management Policy, be noted;

that, following the provisions of paragraph 6 of the Supply Chain
Management Policy, the report be made public in accordance with Section
21A of the Local Government: Municipal Systems Act, No. 32 of 2000; and
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3. that the schedules of Deviations, Irregular Expenditure and cases of
Minor Breaches be disclosed as a note to the Annual Financial
Statements for the 2013/2014 financial year.

RESPONSIBLE OFFICIAL : R LA COCK

TARGET DATE FOR IMPLEMENTATION : 31 JULY 2014
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