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REPORT TO THE MUNICIPAL COUNCIL ON THE IMPLEMENTATION OF SCM POLICY FOR

QUARTER 2 OF 2024/25 FINANCIAL YEAR

1.

PURPOSE

To report to Municipal Council on the Implementation of the Supply Chain Management for
the quarter ending 31 December 2024.

AUTHORITY

Section 217 of the Constitution of the Republic of South African Act 108 of 1996
Section 110 of the Municipal Finance Management Act, No. 56 of 2003.

Section 32 Municipal Systems Act 32 of 2000

Municipal Supply Chain Management Regulations of 2022

Supply Chain Management Policy

Local Government Framework for Infrastructure Delivery and Procurement
Management Policy.

LEGAL / STATUTORY REQUIREMENTS

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 Chapter 11 of the Act that deals with ‘Supply Chain Management'.

Municipal Supply Chain Management is further mandated to be in line with the Municipal
Supply Chain Management Regulations which were promulgated on the 30 May 2005.

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 was promulgated.

Paragraph 6 (2)(a)(1) of the Municipal Supply Chain Management Regulations requires
that the accounting officer must.

“Within 30 days of the end of each Year, submit a report on the implementation of this
policy or of any municipal entity under its sole or shared control. to council”.

BACKGROUND/REASONING

The Accounting Officer has the responsibility of facilitating the process of awarding tenders to
successful bidders, within the legal framework, and the responsibility of reporting to Council on
tenders awarded based on the above-mentioned paragraph quoted from the Supply Chain
Management Regulations, hence this report has been prepared.
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5. 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 30 days of the end of each year, submit a
report on the implementation of the Supply Chain Management Policy to the Council of the

municipality in terms of paragraph 8(3)(a) of the Policy.

6. 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.

7. Amendment of Supply Chain Management Policy

In terms of Paragraph 4(1) (b) of the Policy, the Accounting Officer must, when considered necessary,

submit proposals for the amendment of the Supply Chain Management Policy.

As part of the annual budget policy review, the 2024/25 SCM policy was submitted to Council for
consideration and approval on 31 May 2024 and was implemented with effect from 01 July 2024.

8. Supply Chain Management Unit
The Supply Chain Management Unit is headed by the General Manager SCM and operates under the

direct supervision of the Chief Financial Officer.

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

SCM Elements

Demand Management

Acquisition Management
Three quotation system

Formal Written Quotation

Procure_ment thresholds

B Iaemand Planning and Specifications

1 -

|
Procurement of Goods & Services

'R2001 up to R30 000
R30 001 up to R300 000

Competitive Bidding .

Contract Management and performance

R300 001 and:above

Monitoring the performance of contracts

Review and update contract management

The staff complement in the SCMU consists of a total of 14 officials.




9. Contract Management

Contracts Management Unit is attached within Legal services but seconded in the SCM unit.

The following table illustrates the list of awards registered in the system for the quarter ending 31
December 2024:

Number of awards above R300 000 | 08 R 292 794.06 plus rates based B
RFQ’'s awarded above R30 000 17 R2 926 835.05

TThree Quotation System ] 77 R 1266 068.00 ]
Deviations _ 10 R235201.16 B
| 02 R 1227 852.66 )
Irregular Expenditure

10 Milestones attained in Contract Management:

a) Contract Management has been incorporated in the SCM Policy that has been reviewed,
amended and adopted by council on 31 May 2024. The policy gives effect to section 116 of the
MFMA and to support SCM functions and regulations.

11 Training of SCM Officials

Competency Leveis 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.

Due to financial constraints KSD Supply Chain Management staff is currently attending trainings offered
by Provincial Treasury and National Treasury in the 2024/25 financial year as well as in house training.

12. Miscellaneous Training & Education

KSD Municipality attends the yearly SCM Forums, scheduled by Provincial Treasury wherein SCM
issues are discussed at length in those meetings.

Below is a training attended by officials in the SCM Unit:

i Description
ICPMD in October
2.1CPMD for SCM clerks in November

3.[Training of bid committees

4.CPMD for SCM clerks in December

13. 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.

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
annualily.
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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 Procurement Plan (PM) as a strategic tool in order to implement the budget. The PM 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 Procurement Plan for the 2024/25 financial year actively promotes and determined to enhance the
procurement management process in procuring goods and services. The SCM Unit submits reports to
the Management Committee on a monthly basis to measure the success of the implementation of
Procurement Plan.

Acquisition Section

The Acquisition Section is specifically tasked to perform all procurement related activities for the
procurement of goods and services with a value up to R30 000 as well as the issuing of orders for
procurement with higher values.

The following table iliustrates the number of orders and appointment letters being managed by the
Supply Chain Management Unit, during the 2024/25 of the third quarter. This is a positive indication of
procuring of goods and services in a more effective and efficiently way.

Commitments embark on during the year ending 31 December 2024:

Three Quotation System 77 R 1266 068.00 I
Number of awards above R300 000 08  R292794.06 plus rates based
RFQ’s awarded above R30 000 17 R2 926 835.05

Deviations _ | 10 R 235201.16

Hiring of Vehicles and Travelling and Accommodation

Travelling and accommodation for the Quarter 1 of 2024/25 FY amount o R 2588 326.47 and for
Quarter 2 of 2024/25 FY amounts to R 2 865 236.99 The expenditure of travelling has gone up

14. Preferred Suppliers Database

In terms of Supply Chain Management Policy, the Accounting Officer is required to keep a list of
accredited prospective providers of goods and services, Central Supplier Database (CSD). In terms of
the municipality’s legislative requirement, interested suppliers were invited to register/update details on
'CSD this was done through an advert which was published in July 2023. KSD has further allocated an
official that assists service providers with CSD registration process and related enquiries.

15. 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 as well as a Bid Adjudication
Committee. These committees have been properly constituted and duly appointed and delegated by
the Accounting Officer in order to execute the mandates of each of the committees.

All procurement of goods and services with a value above R 300 000 are procured by way of competitive
bidding processes, via the bid committee system.

Bids recommended by the Bid Adjudication Committee

The bids that were recommended by the Bid Adjudication Committee in terms of the SCM Policy and
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the Preferential Procurement Policy for quarter ending 31 December 2024 are attached as Annexure
B.

Procurement Function 2-2024/25
Bids Processed 08
Value of Awards (R) R 292 794.06 plus rates based

Deviations and Minor Breaches from Procurement Processes
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.
i. inan Emergency

ii. if such goods or services are produced or available from a single  provider
only.

ii. for the acquisition of special works of art or historical objects where
specifications are difficult to compile.

iv. Acquisition of animals for zoos or ~ ™

v. in any other exceptional case where it is impractical or impossible to follow the
official procurement processes”

vi. Such goods or services have already been acquired by the Municipality from
a specific supplier or service provider and subsequent maintenance,
amendments, or madifications by other suppliers or service providers are
prohibited, restricted or impossible because of guarantee, legal, licensing or
such other requirements, or it will be impractical or uneconomical to acquire
additional similar goods or services from another supplier or service provider.

vii. Expanded Public Works Programme (EPWP) learnership projects which have
been identified and registered as such.

Accounting Officer approved 10 deviations from October to December (Quarter 2) of 2024/25 financial
year to the value of almost R 235 201.16

SCM Policy Description _ 12023/24
Clause 36(1)(a)ii) Sole Supplier 02
R 66 075.09
Clause 36(1)(a)(v) Impractical or impossible 08 R 169 126.07

|10 R235201.16

Minor Breache

The Supply Chain Management Policy states in Clause 44(2) 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 did not approve any minor breaches of the Supply
Chain Management Policy for the quarter ending 31 December 2024.

Irregular Expenditure- MFMA Section 32

Irregular Expenditure is defined as expenditure incurred in contravention of the Municipal Financial
Management Act, Municipal Systems Act, and Public Office-Bearers Act of 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
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In terms of this, a register of cases of irregular expenditure identified in the quarter ending .31
December is attached as Annexure D, however, there has been no irregular expenditure incurred
for the period in question.

CONCLUSION

The King Sabata Dalindyebo 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 on the implementation of supply chain management within the municipality.

King Sabata Dalindyebo 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

OTHER CONSULTED PARTIES
N/A

STAFF IMPLICATIONS
N/A

FINANCIAL IMPLICATIONS
N/A

ANNEXURE

Annexure A: Register of awards made through three quotation system (R2,000 — R30,000 Vat
incl) for the quarter ending 31 December 2024.

Annexure B: Register of awards made through competitive bidding process (Above R300,000
Vat incl) for the quarter ending 31 December 2024.

Annexure C Register of deviations from the procurement processes for the quarter ending 31
December 2024.

Annexure D: Register of Irregular Expenditure identified for the y quarter ending 31 December
2024.

Annexure E: Register of awards made through request for quotations system (31 000 -300 000)
for the quarter ending 31 December 2024.

Annexure F: Analysis of Procurement plan, Performance Assessment and Contract
Management for the quarter ending 31 December 2024

RECOMMENDATION

1. That report on the implementation of Supply Chain Management policy for the quarter ending
31 December 2024, be noted.

2. That, following the provisions of the Supply Chain Management Policy, the report be made
public; and

3. That the schedules of Deviations, Irregular Expenditure, and cases of
Minor Breaches be disclosed as a note to the Annual Financial Statements for the
2024/25 financial year.

Endorsed by

/ A (\ G\\_r_,_,/\

CLLR NlG NELANI Date

\ EXECUTIVE MAYOR
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