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SUPPLY CHAIN MANAGEMENT IMPLEMENTATION REPORT - 2013/2014: 3™
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8/2/2

CEM La Cock

10 April 2014

(028) 313 8080 Hermanus Administration

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)

b)

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

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,

confirmation of the status of incidences of irregular expenditure
identified in the 2012/2013 financial year, and

incidences of irregular expenditure identified to date during the
2013/2014 financial year.

Confirmation of the status of Disputes, Objections, Complaints and
Queries lodged in terms of Clause 49 of the Supply Chain Management
Policy against the implementation of the supply chain management
system

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
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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.

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 following:

a) awards made through the bid committee system for the 3™ Quarter of

the 2013/2014 financial year, 01 January to 31 March 2014, in order to
comply with the requirements of Clause 6(4) of the Policy,

b) deviations from the Policy in terms of Clause 36 the Policy, and
c) all incidences of non-compliance with the said policy or Chapter 11 of

the MFMA (Act 56 of 2003).

Discussion

A

Bid Awards

Bids are awarded in terms of Council’s Supply Chain Management Policy
and the preferential points system prescribed in the 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 3 Quarter date 2012/2013
Bids Processed 21 101 143
Bids Processed- Average per Quarter 34 34 36
Average days from final evaluation to Bid 7 8 7
Adjudication Committee
Average days from initiation to Bid 6 7 7
Specification Committee
Estimated Value of Awards (R) 47,965,038.86 163,606,710.16 | 244,407,031.92
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A schedule of these awards for the 3" 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.

Deviations approved by the Accounting Officer or by the delegated
officials were motivated in terms of the following categories for
applications approved for the 2013/2014 year to date is compared to the
2012/2013 financial year as per the following schedule:

SCM Policy Description :2135313 2013422:4 1 201212013
Clause 36(1)(a)(i) Emergency 0 2 8
Clause 36(1)(a)(ii) Sole Supplier 4 13 32
Clause 36(1)(a)(iii) Special works of Art 0 0 4
Clause 36(1)(a)(v) Impractical Impossible 14 55 105

18 70 149

A schedule of all deviations approved for the 3™ 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 instances of irregular expenditure incurred by the
municipality.

1. 2012/2013
Nine instances of irregular expenditure were identified in the 2012/2013
financial year and tabled before the Council on 25 September 2013.
The final recommendations to Council by the Section 79 Committee
(meeting scheduled for 17 April 2014) are awaited.

2. 2013/2014
The Executive Mayor is hereby informed of the following incidences of
irregular expenditure incurred during the current 2013/2014 financial
year:
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Date Value of the
Date approved . Irregular
REMEH Identified for LT Expegditure
payment Incurred
Non-compliance with Clause 18 of the Overstrand Municipality
Supply Chain Management Policy: The continued provision of
2014/02 2013.10.14 | 2014.03.10 | services by various contractors, appointed in terms of SC R 72,567.81
1101/2011 & SC 1140/2011, without following the official
procurement process
The provision of services for the hosting and maintenance of
Overstrand Municipality’s external website by the existing
services provider appointed in terms of SC 992/2010 after the
2014/04 2013.10.29 | 2013.11.08 | expiry of the contract for a period ending 30 September 2013 R 34,039.00

without following the formal written quotation process or
obtaining prior approval of a deviation or variation/extension of
the existing contract.

These incidences are currently under investigation by the relevant
directors and the outcomes of these investigations will be tabled before
the Section 79 committee for consideration and final recommendation to
council.

Disputes, objections, queries and complaints- Clause 50(3)

In terms of Clause 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 or complaint 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 Clause 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
Clause 50(3) of the Policy.

A schedule of all disputes, objections, queries and complaints for the
2013/2014 financial year to-date is attached as per Annexure D.

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 3" Quarter of 2013/2014, are as follows:
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Operational Amount Capital Amount AJ:::?(II?:::;:L AJ:::?(II?:::::L
(Excluding VAT, (Excluding VAT, VAT @ 14% g g
where applicable) where applicable) ULl TILES Ly TILERE
applicable) applicable) To Date
Bid Awards (21) 1,467,415.39 40,671,039.75 5,826,583.72 47,965,038.86 162,623,381.39
Deviations (18) 502,892.79 253,140.00 105,844.57 861,877.36 4,401,149.30
TOTAL 1,970,308.18 40,924,179.75 5,932,428.29 48,826,916.22 167,024,530.69
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:  Schedule of all disputes, objections, queries and complaints

RECOMMENDATION TO THE COUNCIL.:

1.

RESPONSIBLE OFFICIAL :

TARGET DATE FOR IMPLEMENTATION :

That cognisance be taken of the awards made through the bid committee
system for the 3™ Quarter of 2013/2014;

that cognisance be taken of the deviations from the procurement processes
for the 3™ Quarter of 2013/2014;

that cognisance be taken that the recommendations to Council by the
Section 79 Committee, in relation to the irregular expenditure identified in the
2012/2013 financial year, are awaited;

that cognisance be taken of the investigations underway into the cases of
Irreqular Expenditure to the Supply Chain Management Policy for the
2013/2014 financial year; and

that cognisance be taken of the report on objections against awards made
by the Bid Adjudication Committee or the Accounting Officer for the current
financial year to-date.

R LA COCK

TO BE NOTED
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S4/011
OVERSTRAND MUNICIPALITY

SUPPLY CHAIN MANAGEMENT POLICY - PART A

6 QOversight role of councll

1} No councillor may be 2 member of the municipal bid specificaiion, evaluation or adjudication
commitiees or any other committee evaluating of approving tenders, quotations, conlracts or
other bids, nor attend any such meeting as an ohserver.

2y Council must maintain oversight over the impfementation of this Policy.
3} Forthe purposes of such oversight the Accounting Officer must —

a) within 22 business days of the end of each financial year, submit a repoert on the imple-
mentaticn of this Policy and the supply chain management policy of any municipal entity
under the sole ar shared conltrol of the municipality, to the counci! of the municipality; and

n} Whenever there ara serioys and material prablems in the implementation of this Policy,
immediately submit & repor to Councll.

4} The Accounling Officer must, within ten (10) business days of the end of each quarder, submit
a report on the implemantation of the supply chain management paiicy fo 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 Systerns Act 32, 2002

7 Suppiy Chain Management Unlt
1) A supply chain management unit is hereby estabiished to implement this Policy.

2) The Chief Financial Officer is administratively in charga of the supply chain management unit
which operates under the direct supervision of the Seniar Manager: Supply Chain Manage-
ment, to whom this duty has been sub-delegated in terms of Section 82 of the Act.

8 Tralning of Supply Chain Managemant officlals

The training of officials invelved 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

b} any similar consuitancy services previded to an organ of state in the last five years.

4) The Accournting 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 consuitant in the course of the consultancy service is vested in the Municipality.

36 Daviation from, and ratification of minor breachas of procurement processes

1) The Accounting Officer may —

a) dispense with the official procuremant processes esiablished by this Policy and 1o precure
any required goods or services through any convenient pracess, which may include direct
negotiaiions, but only —

i) inan emergency;

{2) Circumstances that warranl emergency dispensaticn, includes but are not limited
to-

{i} the possibifity of human injury or death;
{i} the prevalence of human suffering or deprivation of rights;,

(it} the possibility of damage to property, or suffering and death of livestock and
animals;

(iv) the interruption of essential servicas, including transportation and communica.
tion facilities or support services critical to the effective functioning of the mu-
nicipality as a whale;

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

{vi} the possibility that failure 1o take necessary action may result in the municipak-
ity not being ahle to render an essential community service,

{vii} the possibility that the securily of the slate could be compromised.

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

{c) Procurement in the case of emergencies must be facitly 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.

{b

—

(iy if such goods or services are produced or avaitable from a single provider only;

(iiiy for the acquisition of special works of arl or historical objects where specifications are
difficuit to compille; s : .

{iv) acquisition of animals far zoos and/or nature and game reserves; ar

{v} in any other exceptional case where it is impraclical or impossibie 1o follow the official
pracurement processes,

b) ratify any minor breachas of the procurement processes by an official or committes acling
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 condonetion and the rea-
sons therefore shall be repored {o Council at the next ensuing meeting. S4/028
2} The Accounting Officer must record the reascns for any devietions 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 annuatl financial statements. '

3] 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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