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INTRODUCTION

Supply Chain Management Implementation Report

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

(the ‘MFMA”) requires the municipality to have and implement a Supply Chain Management
Policy which gives effect to the provisions of Part 1 of Chapter 11 of the Act that deals with
‘Supply Chain Management’.

On the 30th May 2005 the Municipal Supply Chain Management Regulations were issued.
As a Medium Capacity Municipality the Emthanjeni Local Municipality had to comply with
the provisions of the Regulations from 01 January 2006. Annually the SCM Policy is revised
by Council. The SCM Policy, together with the applicable set of delegations was approved by
Council on 30 May 2013 at a legally constituted Council meeting.

Although the MFMA prohibits a Councillor from being a member of a bid committee or any
other committee evaluating or approving quotations, bids or tenders the 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 the
Regulations require that the accounting officer must —

(a) Within 30 days of the end of each financial year, submit a report on the
implementation of the policy to the Council.

Following please find said Supply Chain Management Implementation Report for the
2013/2014 financial year.
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1. The Delegations

The Accounting Officer is responsible for implementing the policy and taking all reasonable
steps to ensure that proper mechanisms and separation of duties in the supply chain
management system are in place to minimise the likelihood of fraud, corruption, favouritism
and unfair and irregular practices.

In terms of this responsibility Council has adopted a full set of delegations which assist in
maximising the administrative and operational efficiency. The delegations also provide
adequate checks and balances in the municipalities Supply Chain Management function.
According to Section 79 and 106 of the MFMA delegations and sub-delegations in terms of
sub-section 1 must be in writing.

Currently the Accounting Officer has delegated powers and duties to directors as prescribed
by the SCM Policy, but these delegations have not been conferred in writing between the
individuals. There are also minor sub-delegations in place in terms of individual officials’ job
description but has these sub-delegations not been conferred in writing between the parties
as is prescribed by the policy. The municipality has duly implemented the Bid Committee
system, but also without the proper written delegations.

The undertaking by the Supply Chain Management Unit to exercise a thorough identification
of the powers and the duties of officials to determine the relevant levels for sub-delegations
to the incumbents and compile written delegations and have implemented this system of
written delegations in terms of the legislation by the 1st of October 2007 has not been
reached.

A vacancy exist s in the SCM unit. The position of the SCM Accountant was advertised on
several occasions during the 2013/2014 financial year. The quality of applications were not
of a good standard and applicants did not met the criteria as set out in the advertisement.
Head hunting for this position will take place in the new financial year.

SCM reports are submitted to the National and Provincial Treasury as well as the Council
and MPAC on a regular basis.

Progress on the implementation will be provided on an ongoing basis through the quarterly
reports.
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1. Organisational Structure

In terms of Paragraph 7 of the Municipal Supply Chain Management Regulations (MSCMR)
the municipality must establish a Supply Chain Management Unit (SCMU) to implement its
supply chain management policy. The SCMU operates under the direct supervision of the
Chief Financial Officer (CFO) or may be delegated to an official in terms of Section 82 of the
MFMA.

However the SCM Accountant and staff reports directly to the Manager Financial Services.
The position of Accountant: Supply Chain Management is still vacant and Council will
appoint someone in that position during the 2014/2015 financial year. With all the
challenges facing the SCM unit, procurement is being done centrally and the SCM unit

functioning under enormous strain.

The organizational structure within the unit is set out as follows:

Chief Financial
Officer
(MF. Manuel)

Manager Financial
Services

(M. Ludwick)

Accountant: Supply
Chain Chain
Management
(vacant)

Clerk: Supply Chain Clerk: Supply Chain

Management
(N. Vumazonke)

Management
(D. Minnaar)
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During the reporting period the staff complement that performed the duties and functions
in terms of the SCM policy were as follows:

Chief Financial Officer - Supply Chain Management Practitioner
Co-ordinates and controls the implementation
of the Policy

Manager of Financial Services - Supply Chain Management Practitioner
Co-ordinates and controls the implementation
of the Policy

Accountant: Supply Chain Management-  Implementation of the policy
Supervise the implementing staff
Processing of all procurement

Clerk: Supply Chain Management - Processing of all procurement

This structure ensures that proper mechanisms and separation of duties in the supply chain
management system are in place to minimise the likelihood of fraud, corruption, favouritism
and unfair and irregular practices. The Chief Financial Officer is responsible for the
administration and the implementation of the SCM policy and interchangeably takes part in
the Bid Committee system.
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2. Competency Levels of the Supply Chain Management Unit

Various SCM workshops were attended by Senior Managers, SCM staff and other staff
members during the financial year. These workshops were planned and organised by
Provincial Treasury: SCM unit.

These content of the workshops were mainly the latest promulgation of the regulations that
relates to SCM for example how to fully implement the point scoring of BBB-EE, how to
apply the local content of the Supply Chain Management thereof in the Municipality.

Officials were furthermore exposed to training during the financial year. Representatives of
the Northern Cape Provincial Treasury were on hand to provide training on supply chain,

assets, record management, CIBD and National Treasury contracts.

The following officials have been exposed to SCM training and workshops:

Official Designation Training
Manuel F Chief Financial e Training on supply chain, assets, record
Officer management, CIBD and National Treasury
contracts
Jack M Accountant: SCM | e Training on supply chain, assets, record
management, CIBD and National Treasury
contracts
e Supply Chain Management workshop
Vumazonke N Clerk: SCM e Training on supply chain, assets, record
management, CIBD and National Treasury
contracts
e Supply Chain Management workshop
Minnaar D Clerk: SCM e Training on supply chain, assets, record
management, CIBD and National Treasury
contracts
e Supply Chain Management workshop
Jack MR Director e Training on supply chain, assets, record
Community management, CIBD and National Treasury
Services contracts
e Supply Chain Management workshop
Lubbe W Manager: e Training on supply chain, assets, record
Infrastructure management, CIBD and National Treasury
contracts
Wambi A Accountant: e Training on supply chain, assets, record
Expenditure management, CIBD and National Treasury
contracts
ConaC Intern e Training on supply chain, assets, record
management, CIBD and National Treasury
contracts
Adams N Intern e Training on supply chain, assets, record
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management, CIBD and National Treasury
contracts

Qoba N Credit Control e Training on supply chain, assets, record
management, CIBD and National Treasury
contracts
Msengana W Intern e Training on supply chain, assets, record
management, CIBD and National Treasury
contracts
Jacobs P Foreman: e Supply Chain Management workshop
Infrastructure

Eiman E Clerk: e Supply Chain Management workshop
Expenditure

Law A Clerk: e Supply Chain Management workshop

Expenditure
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3. Demand Management

Preferred Suppliers Database

In terms of the Municipal Financial Management Act (MFMA) (Act 56 of 2003) the
Emthanjeni Local Municipality is required to have a Preferred Suppliers Database.

Purchases for goods and services for the Municipality shall be made through the Preferred
Suppliers Database. The Emthanjeni Local Municipality has a Preferred Suppliers Database
and requested all current as well as interested suppliers to register on our database during
September 2013.

The current database application form has been proven to be a cumbersome document to
complete and will the document be reviewed in order to make it more accessible and will
sent an invitation to register and update the current database. An advertisement will be
publish during July 2014.

Supply Chain Management processes

The following thresholds are currently being adhered to in order to support the strategic
and operational commitments of the Municipality:

(a) For procurement to a value of R1 000 (VAT included)

* One quotation will be required

o The supplier is selected and appointed on a rotation basis, provided that the parts
or repairs are supplied immediately

e Normal stock items: the buyer will re-order at the agreed minimum stock level

e For the purchasing of non-stock items authorization is required in accordance
with the delegations

(b) For procurement of values between R1 001 and R2 000 (VAT included)

s Two quotations will be required

e The supplier is selected and appointed on a rotation basis, provided that the parts
or repairs are supplied immediately

¢ Normal stock items: the buyer will re-order at the agreed minimum stock level

o For the purchasing of non-stock items authorization is required in accordance
with the delegations

(c) For procurement of values between R2 001 and R10 000 (VAT included)
e Three written quotations will be required
o The supplier is selected and appointed on a rotation basis, provided that the parts

or repairs are supplied immediately
o Normal stock items: the buyer will re-order at the agreed minimum stock level
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o For the purchasing of non-stock items authorization is required in accordance
with the delegations

(d) For procurement of values between R10 001 and R200 000 (VAT included)

o Three formal written quotations will be required

e The CFO will appoint the supplier on a rotation basis, depending on the urgency
and delivering period

* All requirements in excess of R30 000 must be advertised fir at least 7 days on the
website and an official notice board of Emthanjeni Local Municipality

e The CFO will approve all purchases above R100 000

(e) For procurement above R200 000 (VAT included) and long term contracts
Goods and services are procured by way of a competitive bidding process for-
e procurement above a transaction value of R200 000 (VAT included); and

o the procurement of long term contracts.

The development of efficient and effective Procurement Procedures was set as a prime
objective. This goal, although it is an ongoing process, has been reached.
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4. The Bid Committee System

The Bid Committee system for competitive bids has been actively applied within the
municipality over the past financial year. Officials are still being invited on an ad-hoc basis to
participate in the committees as and when required, but with written delegations in order
to participate in the committees.

(a) The bid specification committee

The bid specification committee compiles the specifications for the procurement of
goods or services by the municipality.

The committee is appointed by the Accounting Officer and must be composed of one
or more officials of the municipality, preferably a Supply Chain Management
Practitioner and the manager responsible for the function involved, and may when
regarded appropriate by the Accounting Officer, include external specialist advisors.

The relevant Director is normally the chairperson of the Specifications Committee

(b) The bid evaluation committee

The bid evaluation committee is appointed by the Accounting Officer and must
as far as possible be composed of -

One or two senior managers from the departments requiring the goods or
services;

Supply Chain Management Practitioner / Controller

Tender Secretariat

Internal Auditor

(c) The bid evaluation committee

The bid adjudication committee may consist of:

The Chief Financial Officer

Supply Chain Manager

Director

Tender Secretariat

Technical Expert in the relevant field who is an official, if such an expert
exists

The Bid Adjudication Committee has been fully functional and has been involved in
all bids exceeding R 200 000 and due to a conservative approach even awards to a
lesser value.

Bids awarded by the Bid Adjudication Committee

The following bids were awarded by the Bid Adjudication Committee in terms of the SCM
Policy and the Preferential Procurement Policy for the 2013/2014 financial year:
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5. Minor Breaches and Deviations

5.1 Minor breaches of procurement processes
The Supply Chain Management Policy states in Paragraph 39(1)(b) that: “The
accounting officer may ratify 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”

5.2 Deviations from Procurement Process
The Supply Chain Management Policy states in Paragraph 39(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 only —

(i) in a emergency;

(ii) 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;

(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”

Accordingly please refer to Appendix A for a schedule of all the minor breaches &
deviations approved by the Accounting Officer during the 2013/2014 financial year.
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6. Awards to Close Family Members of Persons in the Service of

the State

In terms of Regulation 45 of the Supply Chain Management Regulation, awards to close
family members of persons in the service of the state must disclose particulars of awards of
more than R 2000 in the Annual Financial Statements.

The following bids were awarded to a person who is a family member of a person in the

service of the state:

Business

Date

Cheque

Amount

Interest

None have been
identified

7. Awards to Persons in the Service of the State

In terms of Council’s Supply Chain Management Policy, Paragraph 49, the municipality is

prohibited from doing business with any person in the service of the state.

The following deviations from this paragraph were approved by the Accounting Officer:

Supplier

Date

Cheque number

Amount

Reason for
deviating

R

None have been
identified
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8. Logistics, Disposals and Risk Management

The SCM unit must provide an effective system to ensure the setting of inventory levels,
placing of orders, receiving and distribution of goods, stores and warehouse management,
expediting orders, vendor performance, maintenance and contract administration as well as
provide for an effective method of disposal and letting of assets which is inclusive of
redundant and obsolete stock. Such systems must also have in place mechanisms to
identify, consider and avoid potential risk in the SCM system.

8.1 Setting of Inventory Levels

The inventory levels are monitored on a regular basis and updated, with the
assistance with the Expenditure Department.

8.2 Inventory Control
The stock take for the 2009/10 financial year took place on the 30 June 2010. This
stock take was however not pre-empted with regular quarterly checks or ad hoc spot
checks and is a review of vital importance in order to reduce the risks of theft,
pilferage and erroneous allocation of transactions.
In order to address these risks in 2010/2011, the responsibilities of quarterly stock
takes have been allocated to the Expenditure Department. These stock takes have
been done for the quarters ending December 2010 and March 2011.

8.3 Placing of Orders

Copies of all orders are kept onsite and outstanding orders are followed up on a
regular basis.

8.4 Receiving and Distribution of Goods
The receipt and distribution of goods are recorded on the accounting system. This
enables us to regularly do spot checks on stock as well as a full formal stock take at
the end of the financial year.

8.5 Vendor Performance, Maintenance and Contract Administration
Vendor performance is monitored continuously and problems are promptly
addressed. Vendor records are also updated on a regular basis and contract
administration are performed regularly to ensure service delivery.

8.6 Redundant and Obsolete Stock
Redundant and obsolete stock are written off in terms of Council’s Asset

Management Policy.
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8.7 Mechanisms to identify, consider and avoid potential risk in the SCM System

The potential of risks are identified on a case by case basis when the
specifications of a particular requirement are drawn up. Individual transactions
are scrutinized by the heads of department with the relevant delegation of
authority to ensure compliance 36 with the SCM policy and further scrutiny is
placed on the transactions before the payment is made by the office of the
CFO;

9. Summary

The implementation of Supply Chain Management in the municipality has become an
accepted reality in the municipality.

Projects and procurement is being planned with cognisance of the requirements of the
Supply Chain Management legislative framework. However more work should be done in
order to improve strategic sourcing to enhance the value the municipality can derive in
improved sourcing and supplier development.

The current shortcomings in the implementation of the Supply Chain Management Policy
are constantly addressed. Council’s SCM policy fully complies with the requirements of the
SCM Regulations, and is ideally set to ensure that procurement processes of the
municipality is fair, equitable, transparent, competitive and cost effective and comply with
the prescriptions of the Municipal Finance Management Act.

ANAGER
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