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CAPE WINELANDS DISTRICT

MUNICIPALITY « MUNISIPALITEIT « UMASIPALA

MEMORANDUM TO ; Executive Mayor
MEMORANDUM FROM Municipal Manager
REFERENCE NUMBER  : 514/5

DATE ;08 April 2020

REPORT ON THE IMPLEMENTATION OF THE MUNICIPALITY’S SUPPLY CHAIN
MANAGEMENT POLICY IN TERMS OF REGULATION 6 OF THE MUNICIPAL SUPPLY
CHAIN MANAGEMENT REGULATIONS, 2005

PURPOSE OF SUBMISSION

That the Executive Mayor take cognisance of the quarterly report on “The Implementation of
the Supply Chain Management Policy” in terms of Regulation 6(3) of the Municipal Supply
Chain Management Regulations, 2005 for oversight purposes and that it must be made public
in accordance with Section 21A of the Local Government: Municipal Systems Act, 2000 (Act
No. 32 of 2000) (Municipal Systems Act).

BACKGROUND

The Regulation determines that the accounting officer must, within 10 days of the end of each
quarter, submit a report on the implementation of its Policy, to the mayor of the municipality.
Furthermore, the report must also be made public in accordance with Section 21A of the
Municipal Systems Act.

COMMENT

The intention of regulation 6 is to give an executive overview of the activities of the
procurement processes performed for the period. Full detail is provided in other reports that
are submitted to the Accounting Officer, Mayco and Council. There is no prescript for the
format of the report, or what information it must contain, however, it is envisaged that this
report must give information on the activities and effects of the operational matters regarding
the supply chain management processes. To comply with this understanding a quarterly
report for January to March 2020 is attached as Annexure “A”.

All the procurement aspects, quotations and tenders, in the report are in terms of the supply
chain management regulations and all the internal- and external reporting for the period were
completed within the prescribed timeframes.




RECOMMENDATION

That the Executive Mayor take cognisance of -

(a) The quarterly report on "The Implementation of the Supply Chain Management Policy” in
terms of Regulation 6(3) of the Municipal Supply Chain Management Regulations, 2005
for oversight purposes; and

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

QUALITY CERTIFICATE

|, Henry Prins, in my capacity as municipal manager of the Cape Winelands District
Municipality, herby certify that —

(a) The report on “The Implementation of the Supply Chain Management Policy” for
oversight purposes for the quarter January to March 2020 has been prepared in
accordance with Regulation 6(3) of the Municipal Supply Chain Management
Regulations, 2005.

AND

(b) That it will be made public in accordance with Section 21A of the Local Government;
Municipal Systems 2000 (Act No.__ 32 of 2000).

Henry Prins .
Municipal Mana

Date O%I/ O(f’} WOw



ANNEXURE “A”
Cape Winelands District Municipality
IMPLEMENTATION OF SUPPLY CHAIN MANAGEMENT POLICY
For the 3" Quarter - 15t January 2020 to 31st March 2020

BACKGROUND

This report is in compliance with Reg. 6(3) of the Supply Chain Management
Regulations! on the implementation of the Supply Chain Management Policy of the
Cape Winelands District Municipality. The purpose of the report is to assist and
strengthen the Executive Mayor's oversight role in the execution thereof. Furthermore,
it must be made public in accordance with section 21A of the Municipal Systems Act.

POLICY

The Supply Chain Management Policy was initially adopted on 23 January 2006 and
revised on the 25 May 2017 to comply with relevant legislation. It is fully compliant with
National Treasury’s prescripts. It has been advertised numerously and is available on
Council’'s web page.

ACTIONS/PROCEDURES GIVING EFFECT TO POLICY IMPLEMENTATION

The Constitution of the Republic of South Africa, 1996 addresses this issue in
section 217. When an organ of state in the national, provincial or local sphere of
government, or any other institution identified in national legislation, contracts for goods
or services, it must do so in accordance with a system which is fair, equitable,
transparent, competitive and cost-effective.

To give orderly effect to the above the Supply Chain Management processes are
categorised in;

(a) Demand management

(b) Acquisition management
(c) Logistics management

(d) Disposal management

(e} Performance management
(H Other matters

{(a) Demand management

Demand management requires timely planning and a management process that will
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.

Furthermore, the required specifications must ensure that needs are met.
In order to further enhance the demand planning process, an annual procurement plan

has been designed for implementation during the coming financial year. The final target
dates for each project were determined with Council's approval of the final budget.

! Supply Chain Management Regulations: National Treasury General Notice 868, Gazette no. 27636 daled 30 May 2005.
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Senior managers are accountable to ensure that the procurement process commences
as per the target dates. Information is available in the financial system.

Specifications are unbiased and advertised in order to promote the five pillars of
procurement as set out in the Constitution. It ultimately ensures that the needs are
addressed effectively.

(b) Acquisition management

The system of acquisition management must ensure the following:

(i} That goods and services are only procured in accordance with authorised
processes;

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

(iii) That the threshold values for different procurement processes are complied with;

(iv) That bid documentation, evaluation and adjudication criteria and general
conditions of a contract are in accordance with any applicable legislation; and

(v) That any Treasury guidelines on acquisition management are properly taken into
account.

The procurement process is centralised. This is essential to ensure that all requests for
quotations are actioned by the Supply Chain Management Unit which controls and
manage compliance with the different thresholds of procurement. It must also combat
the deliberate splitting of orders into smaller parts merely to avoid complying with the
thresholds. Requests for competitive bids (in excess of R 30,000) and awards made are
advertised on the municipal notice boards, website and in the press if more than
R 200,000.

To give effect to the above, a coding system, by range (SCM Regulation 12} of
procurement and value, was developed to confrol, manage and report on acquisitions.

A summary of the different categories of acquisitions made for the period is attached as
Annexure “A1”.

Bid committees: The following table details the number of bid committee meetings held
for the quarter under review:

TE

~JANUARY 2020 3 10 3 3

FEBRUARY 2020 5 17 5 5
MARCH 2020 2 6 2 2
TOTAL 10 33 10 10

mitte er
JANUARY 2020 0 0 0
FEBRUARY 2020 0 v 0 0
MARCH 2020 2 g 2 2
TOTAL 2 9 2 2




Bid Adjudication
. Committee. -
JANUARY 2020
FEBRUARY 2020
MARCH 2020
TOTAL

Formal written price quotations (R 30,001 - R 200,000): The following table details
the number of formal written price quotations that were awarded in the quarter under
review:

FORMAL WRITTEN PRICE QUOTATIONS: R30,001 - R200,000

JANUARY 2020 6
FEBRUARY 2020 6
MARCH 2020 4
TOTAL 16

Municipalities must report to National Treasury on all acquisitions in excess of
R 100,000 on a monthly basis. Information is captured and approved directly on their
CRA System. Annexure “A2” is a list of awards made.

Geographical expenditure:

2nd Quarter 2019/2020 3rd Quarter 2019/2020

B National: & Provincial: ¥ Regional:

Awards made to companies according to their Broad-Based Black Economic
Empowerment (B-BBEE} level of contribution

As from 15t April 2017, the new Preferential Procurement Regulations, 2017 came
into effect. The threshold value between the 80/20 and the 90/10 applications
increased from R 1m to R 50m. It's also now prescriptive on issues such as
cancellation, sub-contracting and market-related pricing.

The B-BBEE status level of contribution means the B-BBEE status received by a measured entity based on its overall performance using
the relevant scorecard contained in the Codes of Good Practice on Black Economic Empowerment, issued in terms of section 8(1) of the
Broad-Based Black Economic Empowerment Act. The scoring is done by an accredited institution. Auditors are no longer allowed to issue
certificates. The scorecard contains elements such as ownership, management control, employment equity, skills development,
procurement, enterprise development and socio economic development, A score is then calculated as prescribed by B-BBEE Act and the
Codes of Good Practice, which places the supplier on a certain B-BBEE level, Each [evel earns a supplier a certain number of B-BBEE
points which they can claim when bidding for goods and services above a value of R 30 000 {inc! VAT).

New regulatfons passed on 06 May 2015 now provides that EMEs {Exempted Micro Enterprises} and QSEs (Qualifying Small Enterprises) can
obtain eligibility by producing their own B-BBEE certificates in the form of an affidavit.
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Break down of procurement to illustrate values spent with B-BBEE compliant suppliers:

a : : larter Quarte; Quarter.
: : - 20192020 | i p019/2020, 2019/2020 1| 20 2019/2020. | 2010j2020
Level 1 | 10/20 61 48 7513 402,38 12 845 943,93 22,08% 27.93%
Level 2 | 9/18 20 17 5782 279,67 8 520 916,44 17,68% 18,54%
lLevel 3 | 6/14 [¢] 6 264 725,39 3220 209,39 0,78% 7,00%
Levelt 4 { 5/12 32 28 2 650 465,12 8017 301,72 8,11% 17,43%
Level 5 § 4/8 1 0 821,70 - 0,00% 0,00%
level6 | 3/6 2 1 84 392,39 98 685,68 0,26% 0,21%
Level 7 | 2/4 2 3 61 084,88 376112379 0,19% 8,18%
Level 8 | 1/2 3 3 19 251 57 98 875,44 0,06% 0,21%
No Status 131 102 16 331 466,63 9 428 884,69 49.94% 20.50%
Totals 258 208 32 697 889.73 46 000 941,08 100.00% 100.00%

Appeals by aggrieved bidders

No successful appeals were lodged by aggrieved bidders for the quarter under review.

Deviations from normal procurement processes
(i) Regulation 36(1)(a) Deviations (Sole provider, impractical, impossible, etc.)

Regulation 36 refers to acquisitions made in exceptional cases when it is impractical or
impossible to follow the official procurement processes. Typical circumstances may be
for emergency cases, if such goods or services are produced or available from a single
provider only, such as agents, special works of art or historical objects where
specifications are difficult to compile, or the acquisition of animals for zoos..

For the gquarter under review, the fotal deviations approved by the Accounting Officer
and or his delegated authority amounted to R 4 679 279.03 compared to the previous
quarter's figure of R 841, 486.72. This represenis an increase of 456.07%. It is noted
that deviation values fluctuate during each period and will not necessarily reflect the
same patterns. However, long-term contracts for e.g. software licencing, are now
included in the fotals. The table and chart on page five indicates the volumes and values
of instances, per category (emergency, sole supplier/fagent and impractical, etc.), for this
guarter.

(ii} Regulation 16(c) and 17(1)(c) Deviations (< 3 Quotations)

In the acquisitioning process it is not always possible to obtain three responsive
quotations. If it is in respect of written quotations, regulation 16(c) for a value R 2001 to
R 10,000 complies, namely; the reasons must be recorded and reported quarterly to the
accounting officer or another official designated by the accounting officer. For formal
written price quotations, regulation 17{1)(c) for a value R 10,001 to R 200,000 complies,
namely; the reasons must be recorded and approved by the chief financial officer or an
official designated by the chief financial officer. In this instance, the accounting officer
must record the names of the potential providers and their written quotations.

For the quarter under review, regulation 16(¢) deviations amounied to R 67,590.43 and
regulation 17(1){c) to R 1, 463, 605.22 respectively. The table and chart on page five
indicates the volumes and values of instances where it was not possible to obtain at
least three responsive quotations.

The Auditor-General changed his opinion and no longer perceives that instances of this
nature constitutes a regulation 36(1)(a) deviation. It must also be noted that 92.63%, 88



of the 95 instances under review, were advertised on the municipality’s notice boards

and webpage. It represents 90.57% of the monetary value.

(iii} Summary of deviations from the normal procurement processes.

The following deviations from the normal processes occurred in the quarter under
review. Full details thereof can be scrutinised in the quarterly report submitted to Councit.
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(c) Logistics management

The system of logistics management must ensure the following:

(i)

(ii)

(ifi)
(iv)

(v)

(vi)

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;

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

Placing of orders for all acquisitions other than those from petty cash;

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

Appropriate standards of internal control and warehouse management to
ensure that goods placed in stores are secure and only used for the
purpose for which they were purchased;

Monitor and review of the supplier/'vendor performance to ensure
compliance with specifications and contract conditions for particular goods
Or services. {See page 7)

{d) Disposal management

The system of disposal management must ensure the following:

(i

(ii)

(1)

(iv)

(v)

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;

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

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

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

The municipality is complying with section 14 of the MFMA which deals with the
disposal of capital assets.



(e} Performance management

The SCM policy requires that an internal monitoring system be established and
implemented in order to determine, on the basis of retrospective analysis,
whether the SCM processes were followed and whether the objectives of the
SCM policy were achieved.

Various assessments by Provincial Treasury’s SCM section, of which the last
evaluation was in September 2019, and external consultants has indicated that
the municipality’s processes and procedures are in line with legislative
requirements. Specific attention is given to infer alia, the following aspects;

(i Compliance with chapter 11 of the Municipal Finance Management Act (Act
56 of 2003);

(i) Adherence to bid committee structures as stipulated in the Supply Chain
Management regulations of 2005 and the Cape Winelands District
Municipality's Supply Chain Management Policy;

(i) The applicable sections relating to points scoring and the evaluation of bids
in terms of the Preferential Procurement Policy Framework Act (Act 5 of
2000 and regulations);

(iv) Compliance with the code of conduct for Supply Chain Practitioners and Bid
Commitiee Members; and

(v) To propose improvements to the bid committee system and process.

(f) Other matters

Advertisements in the press

Advertising costs of R 115 422.46 were incurred in the procurement process for this
quarter in refation to R 196 379.85 in the 2™ quarter of 2019/2020.

CIDB - Construction Industry Development Board

Municipalities are required to advertise, register and maintain ali contracts of a
construction nature in excess of R 200,000 on the CIDB website. No awards were made
for this quarter.

Tenders and guotations evaluated on performance

Reports are completed on a monthly basis by the Contract Owners on the performance
of the vendors. Management is in the process of compiling a standard operating
procedure to formalize the process.

Disclosures

1. Transactions concluded with - “People in the Service of the State”

The Supply Chain Management Regulation 44 prohibits awards to persons in the service
of the state and may not make any award to a person;

(a) who is in the service of the state;
(b} if that person is not a natural person, of which any director, manager, principal
shareholder or stakeholder is a person in the service of the state; or
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(¢) who is an advisor or consultant contracted with the municipality or municipal entity.
Awards made to such entities must be investigated, and recommended to Council, by
the Municipal Public Accounts Committee (MPAC) for further action as it may find
applicable.

No instances of this nature were detected for the period under review.

2. Transactions concluded with - “Close family members of persons in the
service of the state”

Supply Chain Management Regulation 45 does not prohibit awards to persons who have
close family members working in the service of the state, but municipalities must disclose
all amounts dispensed in excess of R 2,000. See Annexure “A3”.

3. Benefits received in terms of the Local Government: Municipal Systems Act
32 of 2000 — Schedule 1 sec 5(2) & Schedule 2 sec 5(1)

In addition to regulation 45, a councillor or staff member of a municipality who, or whose
partner or business associate acquired or stands to acquire any direct benefit from a
contract concluded with the municipality must declare it. In layman’s terms, it can be
referred to as an indirect or third-party relationship/association. See the illustration
below and Annexure “A4” for identified instances.

By association: (External )

Mﬂéh@lﬁaﬁg Mdhl_ab_ényéhe -a _ B_u_ﬁ ]'oﬁanhé_s' M!ahieyi Badelz -a . Lo )
“'staff member of the Cape director of Badela Sizabantu An agsogagﬂon is established when two or
‘Winelands District Municipality " Building Construction " - more individuals are connected through the

same common purpose, e.d. commitiee
| members. If one of the members is a
councillor or official and another member is
a supplier of the municipality, an association
is established, and must be declared by that
councillor or official.

" Both of them are committee members of: -
ENTILINT CATERING PRIMARY CO-OPERATIVE '
o UUIMITED :




Staff component

The following officials are currently directly involved with the Supply Ghain Management
processes.

o eosimwe [ mweore
Manager: Supply Chain Management | RA Leo
Senior Buyer PS Manet
Senior Supply Chain Management
Officer R Thuynsma ] B
Principal Clerk: Procusement CJ Luiters WA .DRE.YERI ['D-THERON |
Procurement Clerk N Ngcama
Senior Storekeeper/Buyer D Theron _
“£ DAVIDSE CBELUSE
Storekesper/Buyer D Ellis [FDAVIDSE| [ DELUS |
Senior Storekeeper/Buyer WA Dreyer
Storekeeper/Buyer F Davidse
Senior Administrator; Quotations & .
Tenders EA Niemand
Chief Clerk: Supplier/Database .
Administration CT Springveldt
Chief Clerk: Suppliet/Database :
Administration T Titus
Contract Management Officer Vacant

Supplier database

National Treasury's Web-Based Central Supplier Database (CSD) was implemented
through Circular No. 81 dated 18 March 2016 which came into effect on 1st July 2016.
Council adopted this circular as per C.14.6 of 28 April 2016. Provincial Treasury is rolling
out the program and facilitates communication with National Treasury.

As this report is written there are still unresolved issues on which National Treasury must
issue instructions as to compliancy. The CSD is designed on National and Provincial
legislation which is not the same as that of Local Government. For municipalities to
comply with its legislation, some issues must still be addressed. National Treasury
indicated in the circular that the following aspects are work-in-progress and further
information will be provided once systems have been upgraded after consultation with
relevant stakeholders:

+ BBBEE Status

+ CIDB

«  Municipal Account status (Company & Directors/Owners)
« Declaration of Interest (Directors/Owners}

For the interim it is therefore the responsibility of the municipality to continue with
verification of any listing criteria which are not currently validated in the CSD system, for
instance, proof of municipal accounts and declarations.

One aspect that National Treasury did not address in its circular is the “declaration of
interest” by owners/partners/members/directors/shareholders which municipalities must
obtain. The CSD do record all individuals that are listed on the Companies and
intellectual Property Commission’s (CIPC — Registrar of Companies) database and
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verify their status in respect of “Restricted Suppliers” and “People in the service of the
state”. National treasury collects details of all officials in government departments and
municipalities and verifies it against individuals on the CSD. However, not all parastatals
may be covered to date,

Currently, the system providers (SAMRAS) in conjunction with National Treasury are
busy to develop a “seamless” integration process where data can be updated directly
from the CSD into the municipality's system. Details have not been rolled out.
Considering the fact that National Treasury does not take any responsibility for data that
they obtain from other parastatals, SARS, CIPC, etc., the municipality should not allow
any data to be populated into its Supplier database.

National Treasury rolled out this CSD as a "ONE-AND-ONLY” database for the whole of
the country. It confuses suppliers because municipalities still require documents to do
its own accreditation.

A very important point to take notice of is that National Treasury made registration on
the CSD mandatory with the following clause in its circular;

“With effect from 1 July 2016, Municipalities and Municipal Entities must use the CSD
supplier number starting with (MAAA) which is auto generated by the Central Database
System after successful registration and validation of the prospective provider as
mandatory requirement as part of listing criteria for accrediting prospective providers in
line with Section 14(1)(b) of the Municipal Supply Chain Management Regulations”.

It implies that the municipality must still maintain a Supplier Database and accredit its
suppliers. No SOP (Standardised Operating Procedure) has been issued to give more
clarity on the issue and it can therefore be argued that the municipality only needs to
obtain the CSD registration number to comply, and then its business as usual.

Notwithstanding all the discrepancies, the municipality adopted the circular and must
manage all requirements of the current legislation. The Supply Chain Management
Policy has been amended in terms of Council Resolution C.14.6 of 28 April 2016. No
other Financial Policies are affected by the implementation of the circular.

To ensure that the municipality complies the following actions have been taken and/or
are on-going:

+ Training has been provided to all relevant officials:

* Suppliers was informed by e-mail and paper post of the requirements in January 2016
and repeated in April 2016;

* Notice has been circulated in three languages in the 2015/2016 third quarter of the
Grapevine,

* All out going SCM correspondence includes a notice to this effect;

* Suppliers are requested to submit the mandatory CSD registration number when
submitting bids;

* CSD registration numbers are recorded on the municipality’s supplier database as
prescribed; and

+ Other avenues of promotion are continually investigated. (e.g. sms notifications)
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To date 1,579 CSD registration numbers have been recorded and the Supply Chain
Management Unit is confident that it is able to manage and comply with the

requirements.

National Treasury also rolled out eTENDER which is a central portal where all spheres
of government must advertise its tenders. This also brings its own challenges.

Statistics

Although the preference for SMMEs, HDIs, Woman, Youth and Disability has fallen away
with the implementation of the new scorecards (B-BBEE), the information will still be
captured for statistical purposes and reported on as far as possible.

Awards made to these groups:

and Value -

[ wswmEs | GnBEEs [ (WWOMEN [ (v)YOUTH [ {(v)DISABLED |
241 133 95 0 18
alue | 3062386471 | 15934786,03 | 7690861.03 ,  0.00% | 2 366 006.68
93.66% 48.73% 23.52% 0.00% 7.24%
198 108 88 18 1
43 256 963.42 | 20307 637.81 | 10727 373.19 | 2377 932.08 |  846.14
94.03% 44.15% 23.32% 517% 0.00%

* When looking at amounts and percentages it must be remembered that SMMFEs may also be BEEs/woman/ete.

() Small, Medium and Micro Enterprises
(iiy Black Economic Empowerment

(iii) Woman Empowerment
(iv} Youth Empowerment
(v) Disabled Individuals
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