OUARTERLY SURPLY CHAIN MANACEMENT IMPLEMENTATION REPORTS FOR THIZ F IRST
AND SECOND GUARTER OF THE 2018119 FINANCIAL YEAR

Fite No.Js: 2/1/11 Responsible Official: R. Ontong
Directorate: Financial Services Portfolio: Supply Chain Management
Purpose

The Local Government: Municipal Finance Management Act, no 56 of 2003 (MFMA), reguires 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'.

Background

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
requires that the Accounting Officer must "within 10 working days of the end of each quarter, submit
a report on the implementation of the supply chain management policy f¢ the mayer of the
municipality.” In addition, paragraph 6.4 requires that the report referred to in paragraph 6.3 above
also to be tabled to council on a quarterly basis. The report may be included as part of any other
report to serve before council.

The SCM quarterly implementation reports approved in terms of paragraph 6.3 for the first and second
quarter of the 2018/19 financial year, are attached as Annexures A and B.

Financial Implications

None

Applicable Legislation / Council Policy

Municipal Finance Management Act. 2003, {Act 56 of 2003)

Breede Valley Supply Chain Management Policy, as amended.
Supply Chain Management Regulations

Annexures

Annexures A SCM quarterly implementation report (1% quarter ending 30 September 2018)
approved in terms of paragraph 6.3.

Annexures B: SCM quarterly implementation report (2" quarter ending 31 December 2018)

approved in terms of paragraph 6.3.

RECOMNENDATION TO COUNCIL:
In Respect of

QUARTERLY SUPPLY CHAIN MANAGEMENT IMPLEMENTATION REPORTS FOR THE FIRST
AND SECOND QUARTER OF THE 2018/19 FINANCIAL YEAR

Discussed by Council at the Council Meeting held on 21 January 2019:

That the approved SCM quarterly implementation reports for the first and second quarter of the 2018/19
financial year, be noted.
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SUPPLY CHAIN MANAGEMENT QUARTERLY IMPLEMENTATION REPORT

15t Quarter, ending 30
Sepiember 2018

BLITPEL Y CELAT
WL MO EEIE T

PURPOSE

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'.

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.

The purpose of this report, is to report on the implementation of Council's Supply Chain
Management Policy to the Executive Mayor in terms of paragraph 6.3 (Part A}, for the period
ending September 2018
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INEMEX
Policy Reguirements
1.1 Purpose
1.2 Supply Chain Management Policy
1.3 Amendment of the SCM poiicy

. SCHM Unit

2.1 The structure of the SCMU disciplines within Supply Chain Management:
2.2 New appointments and Additions to the SCM unit for 2018/2019:

2.3 Resignations:

2.4 Vacancies to be filied in 2018/2019:

2.5 Training and Development:

. Supply Chain Management Systems

3.1 Demand management

3.2 Acquisition Management

3.3 Accredited Supplier Database
3.4 Logistics Management

3.5 Disposal Management

3.6 Contract Management

.. Conclusion

Recommendation
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1.

POLICY REQUIREMENTS

1.1 Purpose

To report on the implementation of Council’s Supply Chain Management Policy to the
Executive Mayor in terms of paragraph 6.3 of the said policy.

1.2 Supply Chain Management Policy:

The Supply Chain Management Policy was initially adopted on 30 August 2005 and a
Supply Chain Unit was also established, which operates under direct management of
the Senior SCM Manager and supervision of the Chief Financial Officer. The policy
provides for the systems of: Demand, Acquisition, l.ogistics, Disposal, Performance
and Risk Management.

The objectives of the Policy are:

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

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
isstied in terms of the MFMA and regulations pertaining thereto.

to acknowledge the provisions of:

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 No.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 1898},

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),
the Promation of Administrative Justice Act, 2000 (Act No. 3 of 2000)

1.3 Amendment of Supply Chain Management Policy

L]

in terms of Paragraph 3(1)(b) of the Policy, the Accounting Officer must, when consider
necessary, submit proposals for the amendment of the Supply Chain Management
Policy.

The Supply Chain Management Policy was amended in May 2018 and approved by
Council, with specific reference to the enhancement of the policy from two parts to four.
The second two parts include the Preferential Procurement Policy Framework Act
regulations and a Contract Management Framework, to enhance compliance to
relevant legislation and regulations.

The following policies have been reviewed during the 2017/2018 financial year with
specific reference to Expenditure and Logistics departments within the SCU:

Petty Cash Polig
S&T Policy

. BREEDE VALLEY
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It is still the aim to present/ table the S&T policy to Council, as the comments and
inputs of the LLF during a consultative process, have already been taken into

consideration.

2. SUPPLY CHAIN MANAGEMENT UNIT:

The Supply Chain Management Unit operates under the direct supervision of the Chief
Financial Officer and is led by the Senior SCM Manager.

9.4 The siructure of the SCIMU covers the follewing disciplines within Supply

Chain Management:

e Demand Management:

o  Acquisition Management:

e Logistics Management :

s Confract Management :

s Database Administration:

o Expenditure Management:

o Payroll Management

Demand Planning; Specifications;
Evaluation and Adjudication.

Procurement of Goods & Services below
R200 000- Purchasing/Buyer’s Division

Procurement of Goods & Services above
R200 000- Procurement/Bid Division

Inventory Management- Municipal Stores

Monitoring the performance of contracts
procured through the SCM process.

Breede Valley Suppliers Database as
Primary database; [ntervention with the
Western  Cape  Suppliers  Database
(WCSDYPT) and the Central Supplier
Database (CSD)(NT)

Creditors expenditure and efficiencies
dealing with Goods and services payments;
Governmental and Non- Governmental
institutions.

Salaries and HR Contractual payments;
Subsistence and Travel expenditure; Third
Party Payments and EPWP payments

The staff complement in the SCM consists of a total of 42 officials.

2.2 New appointments and additions to the SCM unit

For the quarter under review, one appointment was made, with details depicted below:

Table 1. New Appoinfments

Post Title

Effective Date

No | Names
1 Juhaine Swarthooi

Senior Clerk: Payroll 1 September 2018
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2.3 Resignalions:
No new resignations were recorded for quarter under review.
2.4 VVacancies to be filled in 2018/2019:
The following vacancies still exist and management is working hard to get them filled:
e Cleaner: Stores
o Clerk: Expenditure
o Accountant: Salaries
2.5 Training and Development:

The following officials are currently involved in relevant further tertiary studies:

Table 2: Officials that are currently involved in relevant further tertiary studfes

# Designation Name Study Area
Busisiwe

1. | SCM: Database Administration Xayimpi Project Management
Zipho Ceza

2. | SCM: Supetrvisor Stores Bachelors in SCM

Sinethemba . _
3. | SCM: Contract Management Mpata ﬁdvancef Diploma:
ceounting
4. | SCM: Senior Clerk Evaluations Mimi BA: Administration and
Mphatsoane Development

The following officials were engaged with new enrolments on further qualifications or courses
during the quarter under review:

Table 3: Enrolment with further education and training

. # Designation Name Study Area
1 | Accountant Expenditure N Sikunana B. COMMERCE
2 | Senior Clerk: Purchases M Africa B. ADMIN
3 | Senior Clerk: Procurement H Anyster B. COMMERCE
4 | Senior Clerk: Purchases = Sampson B. ADMIN
5 | Senior Clerk: Procurement M Ngubelanga B. COMMERCE
6 | Senior Clerk: Purchases A Sithole B. ADMIN
7 | Office Assistant N Qandashe B. ADMIN

|_8 Senior Clerk: Procurement J Gordon B. COMMERCE

BREEDE VALLEY
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The following officials attended workshops during the guarter undey review:

Table 4: Attendance to workshops and seminars

1 # Designation Name Study Area
1. | Supply Chain Officer: Procurement Wiifred Bells DMP Workshop
Senior Clerk: Procurement Mandy DMP Workshop
Ngubelanga

The following computer-based training is planned for the 2018/2019 financial year to

capacitate new employees!

SAMRAS TRAINING:

3 Stores officials

Snr Clerk SCM

s & & € 8

Accountant Expenditure

Database administrator
Accountant Contract Management

This training is dependent on financial resource availability and SCM is awaiting feedback

from Human Resources.

The following SCM officials started or completed the minimum competency levels for SCM
Practitioners, Managers and Heads of Supply Chain Management units:

Table 5: Officials who started or completed the minimum competency levels

Waiting for Results.

Name of Official Course Progress
Mandy Ngubelanga MMCL Training Completed | Certificate o
Haydn Anyster MMCL Training Completed | Cettificate
Salmon Lakay MMGCL Training Completed | Certificate
Nomvuyi Sikhunéna MMCL Training Completed | Cettificate
Mimi Mpathsoana MMGCL Training Completed | Certificate
Juanita Ontong MMGCL Training Completed | Certificate
Wilired Bells MMGCL Training Completed | Certificate
Katiso Moteetee MMCL Training Completed | Certificate B
Elpaucia Cook MMCL Training Completed | In Progress
Sinethemba Mpata MMCL Training Completed | In Progress
Morne Potgieter MFMA  Completed  with | Certificate
Unisa For SCM Heads
Cheryl Wiese MMCL Complete Training Certificate
University of Witzenberg
And Stellenbosch
Ayanda Sithole MMCL Still Waiting for The | Waiting for The Results.
Results from University of
Pretoria. .
Mandy Africa Completed with Kgolo Waiting for The Resuilts.
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3. DISCUSSION: SUPPLY CHAIMN MANAGEMENT SYSTEMS

3.1 Demand Management:

Demand management requires timely planning and management processes to ensure that all
goods and services which are required are quantified, budgeted for and delivered in a timely
and effective manner at the right locations and at the critical delivery dates. These goods and
services must be of appropriate quality and quantity at a fair cost.

The SCM Unit has, with support by the Accounting Officer and the Chief Financial Officer
implemented SCM via a2 Demand Management Plan (DMP) as a strategic tool 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.

To enhance the demand planning process, an annual Demand Management Plan was
developed for the 2018-2018 financial year for capital spending. Such plan is continuously
monitored.

3.2 Acquisition Management
The system of acquisition management must ensure the following:

» That goods and services are procured in accordance with authorized processes only,

» That expenditure on goods and services is incurred in terms of an approved budget in
terms of section 15 of the Municipal Finance Management Act (Act 56 of 2003);

e That the threshold values for different procurement processes are complied with;

» That bid documentation, evaluation and adjudication criteria and general conditions of a
contract are in accordance with applicable legislations; and

¢ That any Treasury guidelines on acquisition management are propetly considered.

The new Preferential Procurement Regulations 2017 promulgated for implementation on 1
April 2017 has been taken into consideration as well as the Treasury Circulars that have been
issued from time to time.

3.2.1 Bid Committee Systems

A Bid Committee system for competitive bids has since been established and is fully
operational. It comprises of the Bid Specification, Evaluation and Adjudication committees.
The committees meet regularly. The Accounting Officer appoints members of each committee
taking into account Section 117 of the MFMA. All tenders that have been approved by the Bid
Adjudication Committee are reported on a monthly basis.

For the quarter under review, the Bid Adjudication Committee and the Accounting Officer
approved 13 tenders, amounting to R28,237,881.95 which can be itemized as follows:

BREEDE VALLEY
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Table 6: tenders app

roved during July — September 2018

Mlonth Number of tenders | Total Value
awarded

July 2018 4 }
R9,545,671.47

August 2018 6 . )
R12,938,163.76

S ber 2018 | 3

sptember 20 R5,754,046.72

Total 13

328,237,881.95

3.2.2 Quotation Processes

Prescribed procurement processes were followed for those transactions lower than R200,000

(VAT Included) in value. A summary is depicted below:

Table 7: Purchase orders issued during July — September 2018

Month Number of purchase | Total Value
orders issued
July 2018 291
R2,170,848.72
August 2018 691
R8,446,758.90
September 2018 | 731 i
R6,493,444.53
Total 1713 R17,111,052.15

3.2.3 Appeals/ Objections by aggrieved bidders

Paragraph 49 of the Municipal Supply Chain Management Regulatio

Alternatively, should they wish to lodge an appeal in terms of Section 62 of the Local
Government: Municipal Systems Act 2000 (Act 32 of 2000) against the award of the tender,
such appeal is to be lodged within 21 days from date of the notification.

For the quarter under review, five objections or appeals were lodged and their details are
below:

inctuded in the table

BREEDE VALLEY
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3.2 4 WMinor Breaches

The Supply Chain Management Policy states in Clause 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.

For the quarter under review, no minor breachas materialized.
3.2.5 Deviations from normal procurement processes

Paragraph 36(1)(b) of the policy allows the Accounting Officer to dispense with the official
procurement processes established by this Policy only —

(i) fn an emergency,;
(i) 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 fo follow the official
procurement processes

For the quarter under review, the Accounting Officer approved 16 deviations to the amount of
R2,864,024.74 which can be itemized as follows:

Table 9: Deviations approved by the Accounting Officer

Month Number of deviations Total Value
July 2018 4 R201,708.18
August 2018 8 R1,902,529.99
September 2018 4 R759,786.57
Total 16 R2,864,024.74

3.2.6 SCM paragraph 16817 reportable matiers

Par 16(1)(d) of the SCM Policy states if it is not possible to obtain at least three quotations, the
reasons must be recorded and reported quarterly to the Accounting Officer or another official
designated by the Accounting Officer; and

Par 17(1)(d) of the SCM Policy states that if it is not possible to obtain at least three quotations,
the reasons must be recorded by the supply chain practitioner and approved by the Senior
Manager Supply Chain Management ot an official designated by the Chief Financial Officer, in
terms of delegations.

A list of all cases and motivations where it is not possible to obtain at least three guotations is
maintained and reported to the Senior Manager SCM and the CFO, monthly.
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3.3 Aceredited 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 (Supply
Chain Database). In terms of the municipality’s legislative requirement, interested suppliers were
requested to register on our database by advertisement and via a supplier open day. Current
suppliers are requested on a quarterly basis to update their registration information. For the quarter
under review, about 90 new supplier registrations were done.

This gave rise to approximately 4500 accredited suppliers registered on the SC Database. Many
initiatives are conducted annually to assist suppliers with the completion of SCM Database forms.

3.4 Logistics managemeni
The system of logistics management must ensure the following:

o the monitoring of spending patterns on types or classes of goods and services incorporating,
where practical, the coding of items to ensure that each item has a unigue number;

o the setting of inventory levels that includes minimum and maximum levels and lead times
wherever goods are placed in stock;

e the placing of manual or electronic orders for all acquisitions other than those fram petty
cash;

o hefore payment is approved, certification by the responsible officer that the goods and
services are received or rendered on time and is in accordance with the order, the general
conditions of contract and specifications where applicable and that the price charged is as
quoted in terms of a contract;

@ appropriate standards of internal control and warefiouse management to ensure that goods
placed in stores are secured and only used for the purpose for which they were purchased;

o regular checking to ensure that all assets including official vehicles are properly managed,
appropriately maintained and only used for official purposes; and Proper measures are still
in place to ensure that the above elements are fully adhered to. (Monthly movements: work
in progress).

3.5 Disposal management
The system of disposal management must ensure the following:
e immovable property is sold only at market related prices except when the public interest or

the plight of the poor demands otherwise;

® movable assets are sold either by way of written price quotations, a competitive bidding
process, auction or at market related prices, whichever is the most advantageous;

a Firearms are not sold or donated to any person or institution within or outside the Republic
unless approved by the National Conventional Arms Control Committee;

° Immovable property is let at market related rates except when the public interest or the
plight of the poor demands otherwise;

BREEDE VALLEY

MUNICIPALITY « MUBMISIPALITEIT - UMASIPALA 12

A caring valley of excellence,




3.6

All fees, charges, rates, tariffs, scales of fees or other charges relating to the letting of
immovable property are annually reviewed;

Where assets are traded in for other assets, the highest possible trade-in price is
negotiated.

During July 2018, the municipality disposed redundant movable assets through an auction.
Cantract Managenent (CHE)

The SCM Unit established a new sub-unit namely the Contract Management Office during
2017/2018, which primarily focuses on SCM Contracts above R200 000, which are
procured through an SCM process. The following objectives were set for the CM Office for
2017/2018 and 2018/2019 financial year:

The Breede Valley Contract Management function has been centralised into the Contract
Management Office, reporting to the Manager: Procurement;

Aligning the contract management procedures and systems with the rest of the SCM
functions and Expenditure department;

Formalise and implement a new Contract Management Framework which already forms part
of the SCM Policy;

The implementation of an electronic Contract Management System, Electronic SCM
Archive, Electronic Database Archive;

The implementation of a full electronic purchasing system;

On full implementation of the system, monthly reports will be distributed to alf contract
champions on the contract status of SCM contracts;

Control and safekeeping of contract documents, in conjunction with the records department,
have been improved and will be further enhanced with an electronic system,;

With the establishment and inclusion of the Contract Management function within SCM,
performance management on all contracts is monitored and reported to the executive
management monthly;

Contracts of a repeatable nature, due to its nature to provide continuous service delivery,
are monitored by the office and notifications for renewal will be sent 6 months prior to the
end date of the contract to contract champions.

Regular monitoring and review of the supplier vendor performance to ensure compliance
with specifications and contract conditions for goods or services, is conducted.

The following table illustrates the status of contracts during September 2018:

Table 10: Status of confracts as at 30 September 2018

STATUS QUANTITY
Active contract 41
Expired contract 19
Cancelled Contract 0
Extended Contracts 0

BREEDE VALLEY
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4. Conclusion:

The Breede Valley Municipality has been implementing the Supply Chain Management Regulations
diligently through the Supply Chain Management Poficy. " ‘

Contract Management, Demand Management and the combating of irregular Expenditure still
remain key focus areas in the implementation of supply chain management within the municipality.

The objective of the 2018/2019 financial year is to have a fully integrated SCM T system, which
operates on a Standard Chart of Accounts base for Local Government (MSCOA) that will further
enhance procedural controls, efficiency and legislative compliance, from a centralized platform.

Breede Valley Municipality continuously strives not -only g -ensure.com fance .
frameworks, but also to improve administrative and procedural efficiency, reby .
its Constitutional mandate in terms of Section 152 of the Constitution,

-legislative

5. Recommendation

1) That the quarterly Supply Chain Managemant lmplementafioﬁhébb .
September, be noted,;

2) That, the report be made public in accordance with
Municipal Systerns Act, No. 32 of 2000. -~ S ¥

K. MOTEETEE INPOFG]
- PROCUREMENT SENTOR MANAC
1w oo/ DATE: ﬁ_f_f?," ;

.................................

¢ gl D. McTHOMAS
NCIAL OFFICER MUNICIPAL MANAGER
E: (7“;0'-',,;}0@/ DATE; 07/10//3’)
W.MEIRING :
PORTFOLIO HOLDER: FINANCE EXECUTIVE MAYOR
DATE; DATE: <thojaot®
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SUPPLY CHAIN MANAGEMENT QUARTERLY IMPLEMENTATION REPORT

204 Quarter, ending 31
Lecember 2018

| SUTPPLY CHES
ML GEREN T g

PURPOSE

The Local Government: Municipal Finance Management Act, no 56 of 2003 (MFMA), requires
the municipality to have and implement a Supply Chain Managerment (SCM) Policy which
gives effect to the provisions of Part 1 of Chapter 11 of the Act that deals with ‘Supply Chain
Management’.

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.

The purpose of this report, is to report on the implementation of Council’s Supply Chain
Management Policy to the Executive Mayor in terms of paragraph 6.3 (Part A), for the period
ending December 2018
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INDIEX
Policy Reguirentenis
1.1 Purpose
1.2 Supply Chain Management Policy
1.3 Amendment of the SCM policy

. SCHM Unit

2.1 The structure of the SCMU disciplines within Supply Chain Management:
2.2 New appointments and Additions to the SCM unit for 2018/2019:

2.3 Resignations:

2.4 Vacancies fo be filled in 2018/2019:

2.5 Training and Development;

Supply Chain Management Systems
3.1 Demand management
3.2 Acquisition Management
3.3 Accredited Supplier Database
3.4 Logistics Management
3.5 Disposal Management
3.6 Contract Management

Conclusion
Recommendation
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@

FQLICY REQUIREMENTS

1 Purpose

To report on the implementation of Councif’s Supply Chain Management Policy to the
Executive Mayor in terms of paragraph 6.3 of the said policy.

2 Supply Chain Management Policy:

The Supply Chain Management Policy was initiaily adopted on 30 August 2005 and a
Supply Chain Unit was also established, which operates under direct management of
the Senior SCM Manager and supervision of the Chief Financial Officer. The policy
provides for the systems of: Demand, Acquisition, Logistics, Disposal, Performance
and Risk Management.

The objectives of the Policy are:

fo 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

fo 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 petiaining thereto.

to acknowledge the provisions aof:

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 No.38 of 2000),

the Local Gaovernment: 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);
the Promotion of Administrative Justice Act, 2000 (Act No. 3 of 2000}

3 Amendment of Supply Chain Management Policy

in terms of Paragraph 3(1)(b) of the Policy, the Accounting Officer must, when consider
necessary, submit proposals for the amendment of the Supply Chain Management
Policy.

The Supply Chain Management Policy was amended in May 2018 and approved by
Council, with specific reference to the enhancement of the policy from two parts to four.
The second two parts include the Preferential Procurement Policy Framework Act
regulations and a Contract Management Framework, to enhance compliance to
relevant legislation and reguiations.

The following policies have been reviewed during the 2017/2018 financial year with
specific reference to Expenditure and Logistics departments within the SCU:

Petty Cash Poligh -
S&T Policy
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It is still the aim to present/ table the S&T policy to Council, as the comments and
inputs of the LLF during a consultative process, have already been taken into
consideration.

2. SUPPLY CHAIN MANAGEMENT UNIT:

The Supply Chain Management Unit operates under the direct supervision of the Chief
Financial Officer and is led by the Senior SCM Manager.

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

o Demand Management: Demand Planning; Specifications;
Evaluation and Adjudication.

e Acqguisitton Management: Procurement of Goods & Services below
R200 000- Purchasing/Buyer's Division

Procurement of Goods & Services ahove
R200 000- Procurement/Bid Division

o Logistics Management : Inventory Management- Municipal Stores

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

e Database Administration: Breede Valley Suppliers Database as
Primary database; Intervention with the
Western Cape Suppliers Database
(WCSDYPT) and the Central Supplier
Database (CSD)}{NT)

s Expenditure Management: Creditors expenditure and efficiencies
dealing with Goods and services payments;
Governmental and Non- Governmental
institutions.

¢ Payroll Management Salaries and HR Contractual payments,
Subsistence and Travel expenditure; Third
Party Payments and EPWP payments

The staff complement in the SCM consists of a total of 42 officials.
2.2 New appointments and additions to the SCM unit
No new appointments were recorded for quarter under review.

2.3 Resignations:

No new resignations were recorded for quarter under review.
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2.4 VVacancias (o be filled in 2018/2019:

The following vacancies still exists, and management is working hard to get them filled:
o Cleaner: Stores
o Clerk: Expenditure
o Accountant: Salaries

2.8 Training and Development:
The following officials are currently involved in relevant further tertiary studies:

Table 2. Officials that are currently involved in refevant further tertiary studies

# Designation Name Study Area
Busisiwe

1. | SCM: Database Adminisiration Xayimpi Project Management

2. | SCM: Supervisor Stores Zipho Ceza Bachelors in SCM
Sinethemba . _

3. | SCM: Contract Management Mpata Advance: Diploma:

Accounting

4, i SCM: Senior Clerk Evaluations Mimni BA: Administration and

Mphatsoane Development

The following officials were engaged with new enrolments on further qualifications or courses
during the quarter under review:

Table 3: Enrolment with further educalion and training

# Designation Name Study Area
1 | Accountant Expenditure N Sikunana B. COMMERCE
2 | Senior Clerk: Purchases M Africa B. ADMIN

3 | Senior Clerk: Procurement H Anyster B. COMMERCE
4 | Senior Clerk; Purchases E Sampson B. ADMIN

5 | Senior Clerk: Procurement M Ngubelanga B. COMMERCE
6 | Senior Clerk: Purchases A Sithole B. ADMIN

7 | Office Assistant N Qandashe B. ADMIN

8 | Senior Clerk: Procurement J Gordon B. COMMERCE

The following computer-based training workshop was scheduled during the guarter under
review:

SAMRAS Training:

The following officials were elected to attend:
e 3 Stores officials

Accountant Expenditure

Snr Clerk SCM

Database administrgtor...

Accountant Contr nagement
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The following officials visited Qverstrand Municipatity for benchmarking during the quarter
under review:
Table 4: Benchmarking and capacily training

# Designation ] Name

1 Senior Manager: SCM M. Potgieter

P Manager. Expenditure/l_ogistics S.C. Lakay

3. Supply Chain Officer: Contract Administration | S. Mpata ]
A Supply Chain Officer: Evaluations C. Wiese

5 Supply Chain Officer: Vendor Management B. Xayimpi

G. Supervisor: Stores Z. Ceza

7. Data Capturer {Stores) C. Cupido

The following SCM officials started or completed the minimum competency levels for SCM
Practitioners, Managers and Heads of Supply Chain Management units:

Table 5: Officials who started or completed the minimum competency levels

Name of Official Course Progress

Mandy Ngubelanga MMCL Training Completed | Certificate

Haydn Anyster MMCL Training Completed | Certificate

Salmon Lakay MMCL Training Completed | Certificate

Nomvuyi Sikhunana MMCL Training Completed | Certificate

Mimi Mpathsoana MMCL Training Completed | Certificate

Juanita Ontong MMCL Training Compieted | Certificate

Wilfred Bells MMCL Training Completed | Certificate

Katiso Moteetee MMCL Training Completed | Ceriificate

| Elpaucia Cook MMCL Training Completed | In Progress

Sinethemba Mpata MMCL Training Complsted | In Progress

Morne Potgieter MFMA  Completed  with | Certificate
Unisa For SCM Heads

Cheryl Wiese MMCL Complete Training Cerlificate
University of Witzenberg
And Stellenbosch

Ayanda Sithole MMCL Still Waiting for The | Waiting for The Resdulis.
Resulis from University of

- Pretoria. )

Mandy Africa Completed with Kgolo Waiting for The Results.

Waiting for Results.
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3. DISCUSSION: SUPPLY CHAIN MANAGEMENT SYSTEMS

3.1 Demand Management:

Demand management requires timely planning and management processes to ensure that all
goods and services which are required are quantified, budgeted for and delivered in a timely
and effective manner at the right locations and at the critical delivery dates. These goods and
services must be of appropriate quality and quantity at a fair cost.

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 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.

To enhance the demand planning process, an annual Demand Management Plan was
developed for the 2018-2019 financial year for capital spending. Such plan is continucusly
monitored.

3.2 Acquisition Management
The system of acquisition management must ensure the following:

o That goods and services are procured in accordance with authorized processes only;

o That expenditure on goods and services is incurred in terms of an approved budget in
terms of section 15 of the Municipal Finance Management Act (Act 56 of 2003),

s That the threshold values for different procurement processes are complied with;

s That bid documentation, evaluation and adjudication criteria and general conditions of a
contract are in accordance with applicable legislations; and

e That any Treasury guidelines on acquisition management are properly considered.

The new Preferential Procurement Regulations 2017 promulgated for implementation on 1
April 2017 has been taken into consideration as well as the Treasury Circutars that have been
issued from time to time.

3.2.1 Bid Committee Systems

A Bid Committee system for competitive bids has since been established and is fully
operational. It comprises of the Bid Specification, Evaluation and Adjudication committees.
The committees meet regularly. The Accounting Officer appoints members of each committee
taking into account Section 117 of the MFMA. All tenders that have been approved by the Bid
Adjudication Committee are reported on a monthly basis.

For the quarter under review, the Bid Adjudication Committee and the Accounting Officer
approved 13 tenders, amounting to R32,517,932.76 which can be itemized as follows:
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Table 6: tenders approved during October — December2078

Month Mumber of tenders | Total Vaklue
awarded
October 2018 G R
November 2018 2
R3,800,505.79 |
December 2018 7
R28,717,426.97
Total 9

R32,517,932.76

3.2.2 Quotation Processes

Prescribed procurement processes were followed for those transactions lower than R200,000
(VAT Included) in value. A summary is depicted below:

Table 7: Purchase orders issued during Oclober - December 2018

Month Number of purchase | Total Value
orders issued

October 2018 1066
R31,254,953.36

Neovember 2018 966
R30,840,655.87

December 2018 573
R11,879,694.08

Total 713 R74,075,303.31

3.2.3 Appeals/ Objections by aggrieved bidders

Paragraph 49 of the Municipal Supply Chain Management Regulations allows the aggrieved
bidders the opportunity to lodge objections (with proper motivation) against the decision(s)
taken by the Bid Adjudication Committes, within 14 days from date of notification thereof.

Alternatively, should they wish to lodge an appeal in terms of Section 62 of the Local
Government: Municipal Systems Act 2000 (Act 32 of 2000) against the award of the tender,
such appeal is to be lodged within 21 days from date of the notification.

For the quarter under review, two objections or appeals were lodged and their details are
included in the table below:
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3.2.4 Miinor Breaches

The Supply Chain Management Policy states in Clause 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.

For the quarter under review, no minor breaches materialized.
3.2.5 Deviations from normal procurement processes

Paragraph 36(1)(b) of the policy allows the Accounting Officer to dispense with the official
procurement processes established by this Policy only —

(D) In an emergency;
{ii) If such goods or services are produced or available from a single provider only;

(i) For the acquisition of special works of art or historical objects where specifications are
difficuit to compile;

{iv) Acquisition of animals for zoos and/or nature and game resetrves; or

v) in any other exceptional case where it is impractical or impossible to follow the official
procuremernt processes

For the quarter under review, the Accounting Officer approved 16 deviations to the amount of
R2,864,024.74 which can be itemized as follows:

Table 9: Deviations approved by the Accounting Officer

Month Number of deviations Total Value

October 2018 ” R8,366,849.34
November 2018 7 R977,500.00
December 2018 7 R5,140,761.84

Total 28 R14,485,111.18

3.2.6 SCM paragraph 16817 reportable matters

Par 16{1)(d) of the SCM Policy states if it is not possible to obtain at least three quotations, the
reasons must be recorded and reported guartetly to the Accounting Officer or another official
designated by the Accounting Officer; and

Par 17(1)(d) of the SCM Policy states that if it is not possible to obtain at least three quotations,
the reasons must be recorded by the supply chain practitioner and approved by the Senior
Manager Supply Chain Management or an official designated by the Chief Financial Officer, in
terms of delegations.

A list of all cases and motivations where it is not possible to obtain at least three quotations is
maintained and reported to the Senior Manager SCM and the CFO, monthly.
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3.3 Accredited Suppliers Dailabase

In terms of Paragraph 14(1)(@) of Council's Supply Chain Management Policy, the Accounting
Officer is required to keep a list of accredited prospective providers of goods and services {(Supply
Chain Database). In terms of the municipality's legisiative requirement, interested suppliers were
requested to register on our database by advertisement and via a supplier open day. Gurrent
suppliers are requested on a quarterly basis to update their registration information. For the guarter
under review, about 46 new supplier registrations were done (excluding registrations for the month
of December 2018).

This gave rise to approximately 4546 accredited suppliers registered on the SC Database. Many
initiatives are conducted annually to assist suppliers with the completion of SCM Database forms.

3.4 Logistics management
The system of logistics management must ensure the following:

o the monitoring of spending patterns on types or classes of goods and services incorporating,
where practical, the coding of items to ensure that each item has a unique number;

o the setting of inventory levels that includes minimum and maximum levels and lead times
wherever goods are placed in stock;

° the placing of manual or electronic orders for all acquisitions other than those from petty
cash;

® before payment is approved, certification by the responsible officer that the goods and
services are received or rendered on time and is in accordance with the order, the general
conditions of contract and specifications where applicable and that the price charged is as
quoted in terms of a contract;

e appropriate standards of internal controt and warehouse management to ensure that goods
placed in stores are secured and only used for the purpose for which they were purchased;

e regular checking to ensure that all assets including official vehicies are propetly managed,
appropriately maintained and only used for official purposes; and Proper measures are still
in place to ensure that the above elements are fully adhered to. (Monthly movements: work
in progress).

3.5 Disposal management

The system of disposal management must ensure the following:
o immovable property is soid only at market related prices except when the public interest or
the plight of the poor demands otherwise;

o movable assets are sold either by way of written price quotations, a competitive bidding
process, auction or at market related prices, whichever is the most advantageous;

) Firearms are not sold or donated to any person or institution within or outside the Republic
unless approved by the National Conventional Arms Control Committee;,

° Immovable property is let at market related rates except when the public interest or the
plight of the poor d@igands otherwise;
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All fees, charges, rates, tariffs, scales of fees or other charges relating to the letting of
immovable property are annually reviewed,

Where assets are traded in for other assets, the highest possible trade-in price is
negotiated.

Coniract Management (CIM)

The SCM Unit established a new sub-unit namely the Contract Management Office during
2017/2018, which primarily focuses on SCM Contracts above R200 000, which are
procured through an SCM process. The following objectives were set for the CM Office for
2017/2018 and 2018/2019 financial year:

The Breede Valley Contract Management function has been centralised into the Contract
Management Office, reporting to the Manager: Procurement;

Aligning the contract management procedures and systems with the rest of the SCM
functions and Expenditure department;

Formalise and implement a new Contract Management Framework which already forms part
of the SCM Policy;

The implementation of an electronic Contract Management System, Electronic SCM
Archive, Electronic Database Archive;

The implementation of a full electronic purchasing system;

On full implementation of the system, monthly reports will be distributed to all contract
champions on the contract status of SCM contracts;

Control and safekeeping of contract documents, in conjunction with the records department,
have been improved and will be further enhanced with an electronic system;

With the establishment and inclusion of the Contract Management function within SCM,
performance management on all contracts is monitored and reported to the executive
management monthly;

Contracts of a repeatable nature, due to its nature to provide continuous service delivery,
are monitored by the office and notifications for renewal will be sent 6 months prior to the
end date of the contract to contract champions.

Regular monitoring and review of the supplier vendor performance to ensure compliance
with specifications and contract conditions for goods or services, is conducted.

The following table illustrates the status of contracts during September 2018:

Table 10: Status of contracts as at 31 December 2018

STATUS QUANTITY
Active contract 41

Expired contract 7
Cancelled Contract 0
Extended Contracts 1
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4, Conclusion:

The Breede Valley 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 still
remain key focus areas in the implementation of supply chain management within the municipality.

The objective of the 2018/2019 financial year is o have a fully integrated SCM IT system, which
operates on a Standard Chart of Accounts base for Local Government (MSCOA) that will further
enhance procedural controls, efficiency and legislative compliance, from a centralized platform.

Breede Valley Municipality continuously strives not only to 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.

5. Recommendation

1) That the quarterly Supply Chain Management implementation Report for the period ending 31
December, be noted;

2) That, the report be made public in accordance with Section 21A of the Local Government:
Municipal Systems Act, No. 32 of 2000.
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