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Kennis geskied hiermee ingevolge bepalings van artikel 21(1)(a) van die Wet op Plaaslike Regering: Munisipale

Stelsels Wet van 2000. (Wet 32 van 2000) dat die jaarlikse implementeringsverslag in terme van paragraaf 6(2)(a)(i)
van die Wet op Plaaslike Regering: Munisipale Finansiéle Bestuurswet van 2003. (Wet 56 van 2003)-(868 van 2005)
Voorsieningskanaalbestuurs Regulasies van 30 Mei 2005 vir Nama Khoi munisipaliteit beskikbaar is vir inspeksie by
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die volgende plekke vanaf Maandag tot Vrydag vanaf 8h00 tot 17:00.
e Voorsieningskanaalbestuurseenheid
e Alle dienspunte in die Nama Khoi Regsgebied
¢ Alle biblioteke in die Nama Khoi Munisipaliteit

Voormelde verslag is ook op die munisipaliteit se amptelike webtuiste beskikbaar by www.namakhoi.gov.za/scm

NOTICE 98/2012

SUPPLY CHAIN MANAGEMENT ANNUAL IMPLEMENTATION REPORT FOR THE PERIOD

01 JULY 2011 TO 30 JUNE 2012

Notice is hereby given in terms of section 21(1) of the Local Government: Municipal Systems Act, 2000 (Act 32 of
2000) that the annual supply chain management implementation report in terms of paragraph 6(2)(a)(i) of the Local
Government: Municipal Finance Management Act, 2003 (Act 56 of 2003), Supply Chain Management Regulations
(Notice 868 of 2005) — 30 May 2005 for the Nama Khoi Municipality is available for inspection at the following
locations from Monday to Friday from 8:00 to 17:00.

e All Libraries in the jurisdiction of Nama Khoi Municipality
e All service and paypoints in the jurisdiction of Nama Khoi Municipality

The aforementioned report is also available on the municipality’s official website at www.namakhoi.gov.za/scm
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Introduction

The Local Government: Municipal Finance Management 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 30w May 2005 the Municipal Supply Chain Management Regulations were issued. As a Medium Capacity
Municipality Nama Khoi Municipality had to comply with the provisions of the Regulations from 01 January 2006.
The SCM Policy, together with the applicable set of delegations was approved by Council on 31 August, 2005 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.

In accordance with the SCM Regulation (6)(2)(a)(i) of the Municipal Supply Chain Management Regulations, |
hereby submit the legislative required report on the SCM implementation of Nama Khoi Municipality for the period
01 July 2011 to 30 June 2012. The report is a summary of the SCM implementation and highlights and will aim to
enhance and strengthen council oversight role.

The scope of the implementation review will include the following:

1. Implementation Of tNE SCIM POLICY ........ciiiiiiiiii ittt bbbt b bbbt ekt s bt ekt s bt ekt sb et et e abe e et e sb et ebennes 4
2. THhe Bid COMMILIEE SYSTEIM ......iuiitiiiiiitiieiite ettt bbbt b e bbb bbb b £ e b e e eb £ b e e bt b e b b e e b e e e b e e b b es e b e bbbt b b 4
3. Municipal Supply Chain Management Unit Organisational Structure & Personnel ........ccccooeveveveiiiie e 4
4. Competency Levels of the Supply Chain Management UNIt ..o 5
5. Implementation of Preferential Procurement Regulations 2011 ..........ccooiiiiiiiiiienieenees e 6
6. Demand Management - SUPPHET AADASE ..........ccuiiiiiiieiie ettt te e et e st e s ba e te e te e beasaeaneesneeareens 6
7. Supply Chain Management aCQUISITION PrOCESSES ......ciiuiiieieeieereetesttesteesteesteestesaeseesteesteesteasseasseassestaesteeteassessaesseesneeaseeees 6
8.  RepPOrting t0 NAUONAI THEASUIY ......ccuiiiiiieiie et s ettt e s e st e st e e e e e e s aesteesteesbe e seaateaseeaasesteesbeesbeesteasaesseesteesaeesteeseanseansenreenes 7
9. Database Of RESIICIEU SUPPIEIS ...ttt bttt b e bt et e b e besh e e b e e bt e be e e enbesbesbesbeebesreenes 7
10. SCM iNfOrMALION ON WEDSITE. .......cueiiiie ettt bt bbb e b e b e bt eb e e bt e b e e Rt e mb e b e ee e e b e ebeeb e e beembenbeebesbesbesbeene e 7
11. Bids awarded by the Bid Adjudication Committee (Above R 200,000-00) ........cccoeriririiiaiiie e 8
12. Bids awarded by the Municipal Manager — Formal written price quotations (R 30,000-00 to R 200,000-00).................. 8
13. Supply Chain Management DEVIALIONS..........coeiiirieiite ettt sttt sttt st sbese e st ebese e s e et e sbe s e ebesbe e ebe st et ebesbe e ebesbeneebenees 8
14. Awards to persons in the SErviCe Of The SEALE ..o ettt e 8
15. Transversal contracts (SCM REQUIALION 32) .......ciiiiiiiiiiiiiieiie ettt ettt st e et e sbe e ebesbeneetenees 8
16. Unsolicited bidS (SCM REGQUIALION 37) ......ciiiiieiiiiieiite sttt sttt sttt bbb ekt se e s e ekt s b et ebe st et et e sbe e ebesbe e ebennes 8
17. Gifts, Inducements, Favours and Sponsorships (SCM Regulation 47 & 48) ........cociiiiiiiiiieie e 8
18. wards to close family members of persons in the service of the State...........cccooiiiiiiiiiiiii 8
19. Recommendations for improvement and implemMeENTAtiON ... bbb 9
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1.

Implementation of the SCM policy

Ref. | Details Paragraphs of policy Effective dates

0.00 | SCM policy adopted SCM Policy adopted 31 August 2005

0.01 | SCM policy amended (22 June 2006 per | 12(1)(a), 37(2)(c), 43(3) 22 Jun3 2006
Council Resolution 4.3)

0.02 | SCM policy amended (6 November | 12(1)(a), 43(1) 6 November 2007
2007 per Council Resolution 6)

0.03 | SCM policy amended (19 November | 12(1)(a) 19 November 2010

2010 per Council Resolution 3.1.24)

No amendments were made in 2011/2012 to the SCM Policy.

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. Officials are required to declare
any possible conflict of interests at the meetings and recuse themselves in the event of a possible conflict.

@)

(b)

(©)

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

o oOfficials from departments requiring the goods or services; and

¢ at least one supply chain management practitioner of the municipality.

The bid adjudication committee
The bid adjudication committee must consist of at least four senior managers of the municipality which
must include —

o the chief financial officer or, if the chief financial officer is not available, another manager in the
budget and treasury office reporting directly to the chief financial officer and designated by the
chief financial officer;

e at least one senior supply chain management practitioner who is an official of the municipality;
and

¢ atechnical expert in the relevant field who is an official of the municipality, if

¢ the municipality has such an expert.

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.

Municipal Supply Chain Management Unit Organisational Structure & Personnel

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 must operate under the direct supervision of the Chief Financial Officer or may be delegated to an
official in terms of Section 82 of the MFMA.



During the reporting period the staff complement that performed the duties and functions in terms of the SCM
policy were as follows:

Snr Accountant: Expenditure - Supply Chain Management & Co-ordinates and controls the implementation of the
Expenditure — B R Boois SCM Policy

Bid committees

SCM Supplier Database

Tenders and contracts

Assistant Accountant: Expenditure - Supply Chain Assists with the co-ordinates and controls the implementation of the SCM
Management & Expenditure — R Gertse Policy

Bid committees

SCM Supplier Database

Tenders and contracts

Stores controller — C T Abrahams Supply Chain Management Practitioner

Processing of procedures for procurement

up to R 30 000 — Request Quotations

Processing of Orders

Supervise staff in Stores

Setting of Inventory levels

Ensure that stock is safequarded

Stores clerk —J Rooi Processing of Stock Issues

Receipt of Goods

Issuing of fuel (Petrol & Diesel)

SCM Administrative clerk — E Witbooi Processing of Orders

SCM Database

SCM Deviations

Creditors clerk — R Farmer Payment of accounts and direct payments
Vacant post: Buyer

Competency Levels of the Supply Chain Management Unit

As per Government Gazette No. 29967 issued on the 15 June 2007 — The Municipal Regulations on Minimum
Competency Levels, 2007 (Effective from 1 July 2007), Regulation in terms of section 168 of the Municipal
Finance Management Act, 2003 (Act No. 56 of 2003) officials appointed in the SCM unit should attain the
following;

a) Higher education qualification

b) Work related experience

c¢) Core managerial and/or occupational competencies
d) Competency in the prescribed unit standards

The following officials have been exposed to SCM training and workshops in order to comply with the
Regulations:

Official Designation Experience and Qualifications Training Competencies
B R Boois — Senior Accountant: Completed a National Diploma: Financial | Certificate: SCM for Municipalities and
Supply Chain Management & Management (NQF Level 6) municipal entities SAMDI

Expenditure
Passed Financial Accounting 3 (UNISA) Currently in process to complete CMFM —
Certificate in Municipal Finance

Current (Old BCompt) Bachelor in Accounting | (NQF Level 6)

Sciences: Financial Accounting (UNISA) (NQF
Level 7)

01 July 2007 (Four years in position)

R Jacobs - Assistant Accountant: 01 July 2007 (Four years in position) Currently in process to complete CMFM —
Supply Chain Management & Certificate in Municipal Finance (NQF Level 6)
Expenditure




Implementation of Preferential Procurement Regulations 2011

The revised Preferential Procurement Regulations, 2011 was promulgated by the Minister of Finance on 8 June
2011 in Government Gazette No 34350. These Regulations shall come into effect on 7 December 2011.

These Regulations are implemented on a continuous basis by Nama Khoi Municipality.

Demand Management - Supplier database

In terms of the Municipal Financial Management Act (MFMA) (Act 56 of 2003) Nama Khoi Municipality is
required to have a Preferred Suppliers Database. The municipality has implemented a supplier database. An
annual advert was placed in the newspapers (Die Burger, Die Gemsbok, Namakwalander), website and notice
boards to invite prospective suppliers to register on the municipal vendor database. Service providers may
register on the database at any stage and there is no closing date for registration.

Challenges with the supplier database remains that suppliers are unwilling to register on the database. A new
development or modification were also requested from the financial system provider to allow the municipality to
review the status of suppliers on a quarterly basis in terms of SCM Regulation 12 and sent out a standard
template letter to inform them that their need to provide the information to be re-instated on the database.

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 invitations to register and update the current
database be advertised during September 2012. Information will also be included from MBD 8.

Supply Chain Management acquisition processes

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

(a) Petty cash purchases
Goods are purchased by way of petty cash purchases, up to a transaction value of R2 000 (VAT included).
Transaction value R 300-00

(b) Written or verbal quotations

Goods and services are procured by way of written or verbal quotations for a transaction value over
R2 000 up to R10 000 (VAT included).

(c) Formal written price quotations

Goods and services must be procured by way of formal written price quotations form procurements of a
transaction value over R10 000 up to R200 000 (VAT included).

(d) A competitive bidding process

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
e the procurement of long term contracts.

The development of an SCM Manual and Procurement Procedures was set as a prime objective for the
2012/2013 financial year.



10.

Reporting to National Treasury

Reports of all awards made above R 100,000-00 have been submitted to National Treasury in terms of MFMA
circular no 19 of 2008.

With reference to section 114 of the Municipal Finance Management Act, Act 56 of 2003, notification of the
reasons why it was deviated from the normal course of implementing the Supply Chain Management Policy
(SCM) for the (Q/NC062/01/2011-2012) PROVISION OF CONSULTING ENGINEERING SERVICES FOR THE
UPGRADING OF VIOOLSDRIFT WATER PURIFICATION PLANT AND STORE CAPACITY (R 30,000- R 200,000)
were given to National Treasury during the course of the year.

“Approval of tenders not recommended

114. (1) If a tender other than the one recommended in the normal course of implementing the supply chain management
policy of a municipality or municipal entity is approved, the accounting officer of the municipality or municipal
entity must, in writing, notify the Auditor-General, the relevant provincial treasury and the National Treasury and,
in the case of a municipal entity, also the parent municipality, of the reasons for deviating from such
recommendation.

(2) Subsection (1) does not apply if a different tender was approved in order to rectify an irregularity.

Nama Khoi Municipality invited bids for the provision of consulting engineering services and the municipality
only received two (2) responsive bids after a sufficient period of advertisement. The bids were then evaluated
by the Manager Technical Services and Supply Chain Management and a recommendation were submitted to
the Municipal Manager to award the bid to BVI Consulting Engineers (Pty) Ltd who obtained the highest points
in terms of the PPPFA Act of 2000 and Preferential Procurement Regulations of 2001.

It was however decided to rotate the two (2) local consulting engineering firms located in Springbok and
subsequently the bid was then awarded to Ribbicon Consulting Group (Pty) Ltd after consultation and consent
from BVI Consulting Engineers.

It was negotiated with the bidder in terms of section 24 of the SCM Regulations that the final contract price will
be the same as the bid price of BVI Consulting Engineers (Pty) Ltd.

Database of Restricted Suppliers

Accounting officers were required, prior to the award of any contract above R100 000, to verify whether the
recommended bidder or any of its directors are prohibited from doing business with the public sector by
forwarding an e-mail for such verification to restrictions@treasury.gov.za. The requirement to submit a request
is no longer applicable as this is addressed with the publication of the database. With effect from the date of
issuance of the circular (MFMA Circular 56), prior to the award of any contract (this includes contracts
emanating from written price quotations in excess of R10 000, competitive bids and limited bids), accounting
officers are required to verify the status of recommended bidders Jincluding their director(s)/
owner(s)/trustee(s)] by checking the Database of Restricted Suppliers in order to ensure that no recommended
bidders or any of their directors / owners / trustees are listed as companies or persons prohibited from doing
business with the public sector. The amended verification procedures provided above therefore amends the
verification procedures contained in MFMA Circular No 46 dated 17 March 2008. The verification procedures
relating to the “Register for Tender Defaulters” remains unchanged.

No awards were made to entities on the list of prohibited suppliers during 2011/2012.

SCM information on Website

Reports on SCM and bid invitations is also available on the municipality’s official website at
www.namakhoi.gov.za/scm
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12.

13.

14.

15.

16.

17.

18.

Bids awarded by the Bid Adjudication Committee (Above R 200,000-00)

Attached find the bids that were awarded by the Bid Adjudication Committee in terms of the SCM Policy and
the Preferential Procurement Policy for the 2011/2012 financial year.

Bids awarded by the Municipal Manager — Formal written price quotations (R 30,000-00 to R 200,000-00)

Attached find the bids that were awarded by the Municipal Manager — Formal written price quotations in terms
of the SCM Policy and the Preferential Procurement Policy for the 2011/2012 financial year.

Supply Chain Management Deviations
Attached find list of deviations.

Awards to persons in the service of the state

In terms of Council’'s Supply Chain Management Policy, Paragraph 44, the municipality is prohibited from doing
business with any person in the service of the state. There were deviations from this paragraph that were
approved by the Accounting Officer during 2011/2012.

Employee/ the
capacity in which
the person was in Awards
the service of the R
state for the past

twelve months

Supplier Supplier - Relationship Product or service

Employed by
EJR Events & Marketing Specialist | Earl Richards Event Management Namaqua District 6 500.00
Municipality

Employed by

ZP IT Services Z?nObla & Randal Notebooks Provincial 51 485.00
Pieters Government &

SEDA

Amount of awards 57 985.00

Transversal contracts (SCM Regulation 32)

None were participated in during the financial year.

Unsolicited bids (SCM Regulation 37)

None were participated in during the financial year.

Gifts, Inducements, favours and Sponsorships (SCM Regulation 47 & 48)

None were reported for 2012/2013 financial year.

Awards to close family members of persons in the service of the state

The Municipality does not encourage awarding of contracts by employees in decision making positions to close
family members or friends. To this extent, the Municipality requires of all employees to make full disclosure of
businesses owned by close family and / or friends and it is further expected that such individuals must not
directly or indirectly be involved in the awarding of such business.

The notes to the annual financial statements must disclose particulars of any award of more than R2 000 to a
person who is a spouse, child or parent of a person in the service of the state, or has been in the service of the
state in the previous twelve months, which particulars shall include:—

(a) the name of that person;
(b) the capacity in which that person is in the service of the state; and
(c) the amount of the award.



Empl h
ca a:i‘tp ci,:\/(\el«(ler{i:::hethe Amount
Supplier Product or service S . . Relationship (R)
person is in the 2012
service of the state
Multipurpose cleaning materials Mnr W Bowers -
Mnr H Bowers purp g Departmental Head: Parent 84 379.00
- Super 10 .
Finance
Mr | Cloete -
JJ Cloete Music entertainment artist Communication Spouse 3 000.00
officer
Amount of awards 87 379.00

19. Recommendations for improvement and implementation

That the following be implemented in 2012/2013 to address the outstanding issues as addressed in the report
and hat progress in terms of implementation of these issues be reported as part of the quarterly reports to the
Mayor:

18.1. The bid committee proceedings should be formalised via the arrangement of meetings by the
Corporate Services Directorate.

18.2. The development of an SCM Manual and Procurement Procedures was set as a prime objective for
the 2012/2013 financial year.

18.3. A thorough analysis of the risk appetite of the municipality regarding SCM must be undertaken
during the 2012/2013 financial year and will due cognisance be taken to the risk management model
that was recommended.

18.4. Finalise the SCM Delegations.

18.5. Adopt code of conduct of National Treasury as part of SCM Policy

18.6. Financial disclosures to be finalised by parties involved in the SCM processes.

18.7. Adopt a Petty cash Policy

18.8. Adopt a Blacklisting listing policy.

18.9. Adopt a Gift Policy for councillors and staff members.

20. Conclusion

The implementation of Supply Chain Management in the municipality has become an accepted reality in the
and the Supply Chain Management (SCM) unit is continuously improving its procedures in order to ensure that
Council receives value for money in terms of demand and acquisition management.

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.

| trust that you find the above in order

N A BAARTMAN
MUNICIPAL MANAGER

25 July 2012



