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6.
ANNUAL SUPPLY CHAIN MANAGEMENT IMPLEMENTATION REPORT IN TERMS
OF PARAGRAPH 6(2)(a) OF THE POLICY: 2017/2018

8/2/2
C Le Roux (028) 313 8080 Hermanus Administration
13 July 2018

1. Executive Summary

The Local Government: Municipal Finance Management Act, No 56 of 2003
(MEMA), 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’s Supply Chain Management Policy
was approved in terms of these Regulations by Council on May 25, 2008.

Although the MFMA prohibits a Councilor 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 6.2(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 Priorityl/ies

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)
(MFMA)
Local Government: 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’s Supply Chain Management Policy dated 25 June
2008, as amended.

6. Background/Discussion/Evaluation/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.

to acknowledge the provisions of:

a)

b)
c)

d)
e)
f)
9)

h)

the Broad-Based Black Economic Empowerment Act, 2003 (Act
No. 53 of 2003);

The Competitions Act 1998 (Act No. 89 of 1998)

the Construction Industry Development Board Act, 2000 (Act
No0.38 of 2000);

the Local Government: Municipal Finance Management Act,
2003 (Act No. 56 of 2003);

the Local Government: Municipal Structures Act, 1998 (Act No.
117 of 1998);

the Local Government: Municipal Systems Act, 2000 (Act No 32
of 2000);

the Preferential Procurement Policy Framework Act, 2000 (Act
No. 5 of 2000);

the Prevention and Combating of Corrupt Activities Act, 2000
(Act No. 12 of 2004);
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i) the Promotion of Administrative Justice Act, 2000 (Act No. 3 of
2000)

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.

The Supply Chain Management Policy was amended on 29 November
2017 with specific reference to the formal written price quotations above
R30 000.

As part of the annual budget policy review, the 2018/2019 SCM policy was
submitted to Council for consideration and approval on 30 May 2018.

6.4. Supply Chain Management Unit (SCMU)

The Supply Chain Management Unit operates under the direct supervision
of the Chief Financial Officer and is led by the Deputy Director: Finance &
SCM, Mr. Clint Le Roux.

The structure of the SCMU covers the following disciplines within Supply
Chain Management:

e Demand Management : Demand Planning and Specifications

e Acquisition Management : Procurement of Goods & Services below
R30 000- Purchases Section Division
Procurement of Goods & Services above
R30 000- Procurement Section

e Logistics Management : Inventory Management- Municipal
Stores

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

The staff establishment in the SCMU consists of a total of 26 posts.
Attached, as Annexure A, is the current approved organogram.

New appointments and additions to the SCM unit

# Designation Incumbent
1. Accountant Procurement Du Preez, L
2 Accountant: SCM Aplon, J
4 E/Iozr;sgce;. Contracts and Roets, C
5 SCM Practitioner (Purchases) Wayi, NT
6. Manager: Purchases Mbuge, N
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# Designation Incumbent
Driver / Store Attendant Jacobs, L
Storekeeper Botha, ET

Vacancies as at 30 June 2018, in terms of the existing organogram:

6.5.

# Designation Previous Incumbent

New post created after the

1. Administrator: SCM promotion of Du Preez, L

2 Administrator: SCM Thesen, | (Resigned)

4 Driver / Store Attendant Bongoza, ZW (Early retirement)
5 Buyer Wayi, NT (Promoted to SCM

Practitioner (Purchases))

Contract & Logistics 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 achieved:

a)

b)

c)

d)

f)

The Overstrand Contract Management function has been centralised
into the Contract Management Office, reporting to the Deputy Director:
Finance & SCM.

Contract management procedures and systems are in line with the rest
of the SCM department and formalised in the Contract Management
Policy.

All contracts resulting from SCM Paragraph 36 Deviations above a
value of R 30,000.00 (Incl. VAT), Formal Written Quotes and
Competitive Bids are monitored and captured on the Collaborator
system.

Contract Status (Active/cancelled/expired/to be expired/Unsigned)
reports gets distributed on a monthly basis to all relevant stakeholders.
Control and safekeeping of contract documents, in conjunction with the
records department, have been improved and will be further enhanced
with an electronic system in the new financial year by SAMRAS.

With the establishment and inclusion of the Contract Management
function within SCM, goods and services contracts are continuously
identified in the contract management office and are supporting the
demand management plan of SCM.

The following table illustrates the contracts registered in the system:

Total contracts Concluded above R30,000 for 60
2017/2018

Contracts that was amended Section 116 (3)

Contracts that was amended Treasury Circular 62

Contracts that was cancelled

Contracts established out of deviations above R30,000

w
NG
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6.6. Training of SCM Officials

The following officials have been enrolled in the Local Government
Advanced Accounting Certificate and Health & Safety course during

2017/2018:

R Neethling [Finance [LGAAC 2017/04/05 - 2017/11/20 |Certificate
Vorster K Finance |[LGAAC 2017/04/05 - 2017/11/20 |Certificate
Keyzer S Finance [LGAAC 2017/04/05 - 2017/11/20 |Certificate

6.6.1. 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 26 officials in the SCM unit, 8 officials are competent and
have met the requirements for the Minimum Competency Levels for
Supply Chain Management Managers:

# Designation Name
1 Deputy Director: Finance & SCM Le Roux C
2 Senior Admin Officer De Jager R
3 SCM Practitioner: Procurement Moore A
4 Accountant: Procurement Du Preez LS
5 Principle Clerk: Procurement Immelman S
6 Manager: Demand and Procurement Witbooi |
7 SCM Practioner: Stores Van Der Merwe JZ
8 SCM Practioner: Purchasing Aplon J

The following officials have been enrolled in the Municipal Financial

Management

Programme

(Municipal

Minimum Competency

training) during the 2017/2018 financial year:

# Designation Name
1. Manager: Contracts and Logistics Roets, C
2. Manager: Purchasing Mbuge, N
3. Principle Clerk: Contract Management Grobelaar, J
4, SCM Practioner: Stores Van der Merwe JZ
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6.6.2. Miscellaneous Training & Education

Overstrand Municipality attends the SCM Forum, scheduled by
Provincial Treasury. SCM issues are discussed at these meetings
which are regularly attended by officials from CIDB, SARS, National
Treasury, the Auditor-General, etc.

During the 2017/2018 year, various additional training opportunities
were offered by the Provincial Treasury and National Treasury as
part of its mandate of ensuring that local government is adequately
equipped in the implementation of Supply Chain Management.

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

# Description Name Dates

1. Fraud and Risk Detection Training | Roets, C 12 — 13 April 2018
2. IDMS: Budgeting and Planning Witbooi, | 16 — 20 April 2018
3. IDMS: Supply Chain Management | Witbooi, | 04 — 08 June 2018

The following officials were involved in relevant further tertiary

studies:
# Designation Name Study Area
1. SCM Practitioner: Moore A B.Com Degree
Procurement

; ND: Public Supply
. Store Keeper Comelius Chain Management
3. ?CM Prqctltloner: Wayi N B.Com Degree

urchasing

4. Buyer Lourens Z Higher Certificate in

Management

General short courses or workshops attended by SCM officials,
initiated by the Overberg District Municipality:

# Name Training

1. Aplon J SCM Training for Users and Practitioners
2. Du Preez L SCM Training for Users and Practitioners
3. Immelman S SCM Training for Users and Practitioners
4. Neethling R SCM Training for Users and Practitioners

6.7. 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.
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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 and updated
annually.

6.8. 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 support by 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. The DMP
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 Demand Management Plan for the 2017/2018 financial year was
approved by the Accounting Officer on 05 June 2017 and was actively
promoted and driven 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 the DMP.

6.9. Purchases Section

The Purchases Section is specifically tasked to perform all procurement
related functions for the procurement of goods and services with a value
up to R 30, 000 as well as the issuance of orders for procurement with
higher values.

The total orders issued for the 2016/2017 financial year totaling 7,528
increased in comparison to the 2017/2018 financial year to an amount of
8,510 orders issued.

The following table illustrates the amount of orders being managed
(issued) by the Purchasing Section during the 2017/2018 financial year

Quantity Range of procurement Percentage
1. 4628 R 0.01 - R 2,000.00 54.38%
2. 3154 R 2,000.01 - R 30,000.00 37.06%
3. 568 R 30,000.01 - R 200,000.00 6.67%
4, 160 R 200,000.01 - and above 1.88%
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| Total | 8510 | 100.00%
——Total
1
10000
0,
l W Total
0
160 R 200,000.01 - 1.88%
and above
568 R 30,000.01 - 6.67%
R 200,000.00
3154 R 2,000.01-R 37.06%
30,000.00
4628 R0.00-R 54.38%
2,000.00
Quantity Range of Percentage
procurement
‘Total 8510 100.00%

6.10.

6.11.

Accredited 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 (supplier database). In
terms of the municipality’s legislative requirement, interested suppliers
were requested to register on the database. Current suppliers are
requested on a yearly basis to update their registration information.

There are currently 4,508 accredited suppliers registered on the supplier
database, which constitute an increase of 372 suppliers from 2016/2017.
The reason for the increase of the suppliers on the supplier database
was due to the fact that suppliers that are registered on the Central
Supplier Database (CSD), that we are conducting business with were
requested to register on our supplier database. Many initiatives are
conducted annually in order to assist suppliers with the completion of
SCM database forms and to register on CSD, with the assistance of the
Directorate: Economic Development and Tourism.

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 — and 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.
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6.12.

All awards above R30 000 were approved through the bid committee
system. All formal written price quotations advertised as from 1
December 2017 was dealt with as per the Overstrand Municipality’s
Supply Chain Management Policy, amended on 29 November 2017.

Bids awarded through the Bid Committee System

All bids awarded through the bid committee system and awards above
R30 000, in terms of the SCM Policy for the 2017/2018 financial year are

attached as Annexure B.

Procurement Function 2017/2018 2016/2017
Bids Processed 97 96

Bids Processed- Average per Quarter 24 24
Average days from evaluation to Bid 6 7
Adjudication Committee

Average days from initiation to Bid Specification

Committee 9 11
Estimated Value of Awards (R) 173,905,812 | 1,348,058,480

6.13.

Deviations and Minor Breaches from Procurement Processes

6.13.1 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 —

in an Emergency

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, including but not limited to;

(a) ad-hoc repairs to plant and equipment where it is not possible to

ascertain the nature or extent of the work required in order to call for

bids;

the unskilled labour component of the Municipality’s Local Labour

Promotion Programme (LLPP);

the acquisition of services of attorneys and advocates subject that

the acquisition of such services to be dealt with in terms of

Delegations 4.2.52, 5.1.1.35.1 and 5.1.1.35.3 of the Municipality’s

Delegation of Powers and Duties, as amended from time to time and

any Bargaining Council Agreements on Disciplinary Procedures;

any contract relating to the publication of notices and advertisements

by the municipality where applicable legislation or applicable council

policy dictates.

(i)
(ii)

(b)
(€)

(d)
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(e) the acquisition of accommodation, car rental and air travel for official
purposes, subject thereto that the acquisition of such services be
dealt with in terms of the applicable council policy.

() Membership and subscription to professional bodies and any
training provided by such bodies for purposes of obtaining
continuous professional development points;

(g) the attendance of conferences and workshops;

(h) the use of couriers for official documents/parcels;
(i) the appointment of sheriffs of the court for the issuing of judicial
summons, judgements and warrants.”

The Accounting Officer and his delegates approved the 663 deviations attached as per
Annexure C during the 2017/2018 financial year to the value of approximately R 11.7
million.

SCM Policy Description 2017/2018 2016/2017
Clause 36(1)(a)(i) Emergency 21 12
Clause 36(1)(a)(ii) Sole Supplier 15 27
Clause 36(21)(a)(iii) Special works of Art 0 0
Clause 36(1)(a)(iv) Animals for zoos 0 0
Clause 36(1)(a)(v) Impractical Impossible 38 23
Clause 36(1)(a)(v)(a) | Ad-hoc repairs/ Strip& Quote 22 39
Clause 36(1)(a)(v)(b) | Unskilled Labour (LLPP) 0 0
Clause 36(1)(a)(v)(c) | Acquisition of legal services 207 142
Clause 36(1)(a)(v)(d) | Advertisements 205 264
Clause 36(1)(a)(v)(e) | Accommodation & travel 46 73
Clause 36(1)(a)(v)(f) | Membership & subscription 10 10
Clause 36(1)(a)(v)(g) | Conferences & workshops 21 19
Clause 36(1)(a)(v)(h) | Use of couriers 4 6
Clause 36(1)(a)(v)(i) | Sheriffs of the court 74 38

663 653

6.13.2 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 two (2) minor breaches of the
Supply Chain Management Policy in the 2017/2018 financial year:

Date .
SCMMB # approved Description
SCMMB 21/07/2017 Communication with bidders without permission from the Chairperson of
001/2017 the Bid Adjudication Committee.
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SCMMB # Date Description
SCMMB 31/05/2018 Communication with bidders without permission from the Chairperson of
002/2018 the Bid Adjudication Committee.
6.14. Irregular Expenditure - MFMA Section 32

6.15.

Irregular Expenditure is defined as expenditure incurred in contravention
of the Municipal Financial Management Act, Municipal Systems Act,
Public Office Bearers Act or 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.

Five (5) new irregular expenditure incidents occurred during the current
financial year. A register of these cases of irregular expenditure dealt
with in the 2017/2018 financial year is attached as Annexure D.

Value of all awards

The total value of bids, extensions of contracts, deviations, minor
breaches and irregular expenditure processed via the Supply Chain
Management Unit for the period 01 July 2017 to 30 June 2018 are as
follows:

Total Value of

. . Operational
Capital (Excluding . Awards
VAT, where | (Excluding VAT, VAT (Including VAT,
applicable) applicable) where
applicable)
Bid Awards 109,310,122 43,951,090 20,644,600 173,905,812
Deviations 9,383,080 1,032,405 1,350,935 11,766,420
Irregular Expenditure - 24,290 3,460 27,750
Total 118,693,202 45,007,786 21,998,995 185,699,983

6.16. Logistics Management

Logistics management is a key part of Supply Chain Management and
primarily aims to control the movement and storage of materials within a
warehouse and process the associated transactions, including, receiving,
safeguarding and issuing.

When properly managed and appropriately stocked a warehouse
provides a consistent supply of material when it is needed.

Overstrand Municipality operates three municipal stores situated
throughout the area of jurisdiction, being Hermanus, Kleinmond and
Gansbaai, with a combined closing stock value at the end of June 2018
of R7, 322,423.16
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Stock value for the different stores as at 30 June 2018:
Store Store name Value Value %
Store A Hermanus General Store R2,085,088.40 28%
Store E Hermanus Electrical Store R2,867,287.55 39%
Store G Gansbaai General Store R1,337,614.14 18%
Store K Kleinmond General Store R480,008.66 7%
Store R Hermanus Stationery Store R552,424.41 8%
Total Stock value R7,322,423.16 100%

R 4 000000

Closing Stock Value per Store 2017/2018

R 3 500000

R 3 000000

R 2 500000

R 2 000000

t
|
1
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R 1000000
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Figure 1 Closing Balance Stock Figures 2017/2018

Stock issues: number of transactions during the 2017/2018 financial year:

Store Store name Quantity Quantity % Value Value %
Store A Hermanus General Store 9,874 48% R4,031,599 36%
Store E Hermanus Electrical Store 803 4% R2,968,007 26%
Store G | Gansbaai General Store 4,520 22% R2,158,517 19%
Store K Kleinmond General Store 4,708 23% R1,438,929 13%
Store R | Hermanus Stationery Store 470 2% R754,364 7%
Total 20,375 100.00% R11,351,376 | 100.00%
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Figure 2 Store issue values 2017/2018

6.17. 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.

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.

7. Financial Implications

None

8. Staff Implications

None

9. 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 2017/2018
Annexure E  : Schedule of Appeals, Objections, Compliant and Queries
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RECOMMENDATION TO THE COUNCIL:

1. that the Supply Chain Management Implementation Report for the 2017/2018
financial year submitted in terms of Paragraph 6 of the Supply Chain
Management Policy, be noted,;

2. 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

3. that the schedules of Deviations and Irregular Expenditure be disclosed as a
note to the Annual Financial Statements for the 2017/2018 financial year.

RESPONSIBLE OFFICIAL : C LE ROUX

TARGET DATE FOR IMPLEMENTATION : TO BE NOTED
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