AGENDA : SPECIAL MAYORAL COMMITTEE MEETING 22 JANUARY 2014

4,
SUPPLY CHAIN MANAGEMENT IMPLEMENTATION REPORT - 2013/2014: 2™
QUARTER: 01 OCTOBER TO 31 DECEMBER 2013

8/2/2
CEM La Cock (028) 313 8080 Corporate Head Office
10 January 2014

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 Priorities

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

4. Delegated Authority
None
5. Legal Requirements
Iégcc)gl) Government: Municipal Finance Management Act 2003, (Act 56 of

Overstrand Municipality Supply Chain Management Policy dated 25 May
2008, as amended.
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6. Background/Discussion

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 2"
Quarter of the 2013/2014 financial year, 01 October to 31 December 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

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:

. 2013/2014 2013/2014 to
Procurement Function ond Quarter date 2012/2013
Bids Processed 52 80 143
Bids Processed- Average per Quarter 40 40 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) 81,362,221.00 115,641,671.30 244,407,031.92

A schedule of these awards for the 2™ Quarter of 2013/2014 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.
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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 :Tg’::;:r 21320410 201212013
Clause 36(1)(a)(i) Emergency 2 2 8
Clause 36(1)(a)(ii) Sole Supplier 8 9 32
Clause 36(1)(a)(iii) Special works of Art 0 0 4
Clause 36(1)(a)(v) Impractical Impossible 20 41 105

30 52 149

A schedule of all Deviations approved by the Municipal Manager for the
2"! 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) the Executive Mayor must be made aware
of all possible irregular expenditure incurred by the municipality.

All instances of irregular expenditure identified in the 2012/2013 financial
year was tabled before the Council on 25 September 2013.

In terms of section 32 of the MFMA (Act 56 of 2003) the Auditor General
and Minister for Local Government in the province have also been duly
informed (Annexure D).

The outcome of the investigations into these instances of Irregular
Expenditure will be reported to the Council in the 3 quarter of
2013/2014.

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 2"* Quarter of 2013/2014, are as follows:

Operation'al Amount Capital -Amount Av:-:rt:;\(llilgligifng
(Excludlng_ VAT, (Excludlng_ VAT, VAT @ 14% VAT. where
where applicable) where applicable) appl’icable)
Bid Awards (52) 49,485,677.26 23,834,891.68 8,041,652,06 81,362,221.00
Deviations (30) 1,857,330.68 0.00 241,883.36 2,099,214.04
TOTAL R 51,343,007.94 R 23,834,891.68 R 8,283,535.42 R 83,461,435.04
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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
Annexure D: Reporting of Irregular Expenditure by the Overstrand

Municipality: 2012/2013 Financial Year.
RECOMMENDATION TO THE COUNCIL:

1. that cognisance be taken of the awards made through the bid committee
system for the 2" Quarter of 2013/2014;

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

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

Irregular Expenditure 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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OVERSTRAND MUNICIPALITY
SUPPLY CHAIN MANAGEMENT POLICY - PART A

6 Oversight role of council

1) No councillor may be a member of the municipal bid specification, evaluation or adjudication
committees or any other commitiee evaluating of approving tenders, quotations, contracts or
other bids, nor attend any such meeting as an observer.

2) Council must maintain oversight over the implementation of this Policy.
3) 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 imple-
mentation 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.

4) 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.

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

7 Supply Chain Manag t Unit
1) A supply chain management unit is hereby established to implement this Policy.

2) The Chief Financial 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, to whom this duty has been sub-delegated in terms of Section 82 of the Act.

8 Training of Supply Chain Management officials

The training of officials involved in implementing this Policy should be in accordance with relevant
legislation, including Treasury guidelines on supply chain management.

Page 11 of 50
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OVERSTRAND MUNICIPALITY
SUPPLY CHAIN MANAGEMENT POLICY - PART A

4)

b) any similar consultancy services provided to an organ of state 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.

36 Deviation from, and ratification of minor breaches of procurement processes
1) The Accounting Officer may —
a) dispense with the official procurement processes established by this Policy and to procure

2)

3)

b)

c)

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, includes but are not limited
to-

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

(iii) 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 facilities or support services critical to the effective functioning 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 result 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.

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

(b

(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 Municipal Manager or delegated official on the ensuing business day.

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

(iif) for the acquisition of special works of art or historical objects where specifications are
difficult to compile;

(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 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 ac-
cordance with a requirement of this Policy, provided that such condonation and the rea-
sons therefore shall be reported to Council at the next ensuing meeting. S4/028

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.

Page 27 of 50
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ONERSTRAND

Navrae: Mr B D'Oliviera
Enquiries:

Léarverwysing:
File Reference:

g:;:m: 30 August 2013 KANTOOR VAN DIE MUNISIPALE BESTUURDER /

OFFICE OF THE MUNICIPAL MANAGER

The Minister of Local Government, Environmental Affairs & Development Planning
Private Bag X 9186

Cape Town

8000

The Auditor-General Western Cape
Private Bag X 1

Chempet

7442

(For attention: Mr. Leslie Holland)

Sir

REPORTING OF IRREGULAR EXPENDITURE BY THE OVERSTRAND MUNICIPALITY:
2012/2013 FINANCIAL YEAR

This is a report in terms of Section 32(4) of the Local Government Municipal Finance
Management Act (Act 56 of 2003).

Please find hereunder a schedule of irregular expenditure incurred by the Overstrand
Municipality.

Type of
Awarded Date of Value of
SCMIE# Description Prohibited
Expenditure to Payment Expenditure

Leasing of Erf 4485 in Kiginmond for office
accommodation without following a competitive SCM

2013001 | bidding process in terms of Paragraph 19(a) of | Regulation | ACMKrige | 2013102113 R 40,960.00
the Policy and awarding to a service provider 19
whose tax matters are not in order ey j—| [ ) |
Repair of curtain rai in auditorium during the SCM Arsa

2013102 | Kalfiefees in 2011 as a slrip-and-quole prior lo Regulation c 0120727 R 1,000.00
approval of a deviation 16 Urtaing

Procurement of tow-in services from the only

3 % SCM
2013103 available service provider in Hermanus without

Hermanus

obtaining three quotations and prior approval of 91":“ Towing 20121015 R50.00
the deviation
Py | =
-1 provider al : ermanus
2013/04 oblaining either two quotations of prior Rag:lamun Towi 2012112/06 R 1,250.00
approval of a deviation
201305 | Crdinalorta "::'"m; te M"'::::’mo:‘ Hagt?i:‘bon Diotex 201300111 R 5,000.00
obtaining either three quotations or prior % Odendaal izl
approval of a deviation 1
Tel (028) 313-8909 Posbus 20
Fax (028] 313 8030 PO Box 20

E-mal cgroenewaid@oversirand gov za HERMANUS, 7200
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Type of
Awarded Date of Value of
SCMIE # Description Prohibited 4
Expenditire to Payment Expenditure
Estreaux
The urgent programming and instaliation of 3 sem Systems
municipal radio repeater al Betty's Bay without 4 CCtfa
2013108 abtaining either three quotations or prior Hegl;lsamn Benligkor 20130312 R4.50243
approval of a devialion Communic
ations
The procurement of a conlerence venue for the
SDF Forum held on 23 & 24 August 2012, SCM Zelpy 1776
201307 | award lo & person in the service of the state: Regulation (Py) Ltd 2012/08/30 R15,600.00
Zelpy 1776 (Pty) Ltd ta Misty Waves: 44
Councillor M. Lerm
Non-compliance with Regulation 22; The
award of tender SC 8732010, for the operation | <.\, Em” 20130630 | R8129,284.95
2013108 of Gansbaal Landfill site and public drop-offs in Regulation
Greater Gansbaai and Stanford, with an g ont (ly)
eslimate contract value of above R 10 million Lid Future payments | R 16.179.127.37
(Incl, VAT).
Non-compliance with Regulation 22: The award Envir
of tender SC 781/2009, for the Transport of sCM Wastu s:
Containerised Municipal Solid Waste and :
201309 Chipping of Garden Weste, with &n estimate Reg;lzahon N;:r{ag;r; 2013/02/28 R 20,791,502.57
conlract value of above R 10 million (Inc! Ltd
VAT),

The municipality has instituted internal investigations into these incidences of irregular
expenditure and will report on the findings as soon the investigations have been completed.
The findings will also, where applicable, be presented to the municipality's Section 79
Committee and National Treasury to be considered for condonation, recovery or write-off,
where applicable

In an attempt to prevent a recurrence of such expenditure, the following steps will be
implemented:
a) Continuous awareness of the roles and responsibilities of municipal officials involved in
supply chain management processes, through informative workshops and road-shows.
b) The development and implementation of a council policy dealing with unauthorised,
irregular and fruitless and wasteful expenditure.
c) Enforcement of a zero tolerance approach to unauthorised, irregular or fruitless and
wasteful expenditure.

Yours sincegely

cc. Executive Mayor
Director: Finance
Chief Audit Executive

Tol (028) 313-0808 Fosbus 20
Fax (028) 313 8030 PO Box 20
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