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SUPPLY CHAIN MANAGEMENT UNIT
OPERATIONAL STATUS REPORT
FOR THE PERIOD 1 JANUARY 2012 TO 31 MARCH 2012

1 STRATEGIC THRUST
Well governed and managed City.

2 OBJECTIVE

To provide statistical management information pertaining to the Supply Chain Management
(SCM) activities over the period 1 January 2012 to 31 March 2012, and to report on the
exercising of certain Delegation of Powers given to the Executive Director: Finance, as

applicable to the Supply Chain Management Unit. The information contained in this report
relates to procurement activities of the “core Council” only.

3  SUMMARY

The procurement process is governed by the Municipal Finance Management Act, Act 56 of
2003, the Municipal Supply Chain Management Regulations as promulgated there-under
and the Supply Chain Management Policy of the City. This report reflects a consolidation of
all purchases including the purchase of direct goods and/or services (direct delivery to
departments), purchase of stock items, statistics on all bids (issued and in progress of being
evaluated), renewal of contracts and stores management activities within the “core” of the
City. Detailed information on certain activities for purchasing, contracts statistics, acquisition

status and inventory management per store information is contained in Annexures A, B, C,
D, E and F of the report respectively.

3.1 Purchasing Statistics

i. Direct Purchases (Annexure A)

The information provided is in respect of direct purchases made within the “core”.
Direct purchases are requirements for delivery of goods and services directly to
the user departments. The total value of all direct purchases for the third quarter
was R656 667 102.04 and R2 354 513 276.12 year to date.

ii Stock Purchases (Annexure A)

The information provided is in respect of stock purchases made within the “core”
that represents frequently required and replenished items. Stock purchases are
requirements for delivery of stock material directly to the various stores for
distribution to user departments on an as-and-when required basis. The total

value of all stock purchases for the third quarter was RO 173 494.25 and
R40 350 199.04 year to date.
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3.2

3.2.1

Contracts Statistics
Public Bids Issued and Contract Statistics (Annexure B)

Public bids represent acquisition of goods and/or services through a public competitive
bidding process for values greater than the threshold of R 200 000 (VAT Inclusive), as
well as for the renewal of contracts of certain goods and services.

A total of 23 (Twenty Three) bids were advertised, 14 (Fourteen) were closed during
the period under review and 1 (One) was cancelled. Bid documents collected
amounted to 1284 (One Thousand Two Hundred Eighty Four), of which 532 (Five

Hundred and Thirty Two) submissions were received for evaluation. Further details are
provided in Annexure B.

3.2.2 Construction Bids (CIDB) (Annexure C)

The Construction Industry Development Board Act of 2000 (Act 38 of 2000) empowers
the Board to establish a register of projects with the aim of establishing and
maintaining the drive for the industry development objectives. It is mandatory for the
City as a public sector client, to publish the construction tenders on the CIDB website.
No construction bids were advertised on the CIDB website for the period 01 January
2012 to 31 March 2012.

3.2.3 Contracts due to expire in a period of 9 months (Annexure D)

The list, as per Annexure D, indicates contracts that will be expiring within nine months
period. Reminders in the form of letters are sent to user departments four months prior
to the expiry date of the contracts. The purpose of the reminders is to encourage the
departments to commence the bidding process for renewal of contracts timeously.

Evaluation of the renewal process of existing contracts and delays experienced in
initiating the procurement process by the user departments has prompted the SCM
directorate to heighten the frequency of communication with user departments on the

renewal of contracts, as an additional measure to avoid deviations from procurement
processes as follows:

Notices will henceforth be served nine months before the expiry date of the
contract in order to allow adequate time for the contract renewal process.

The notice will be followed up by a reminder after a month.

The second reminder will be sent directly to the Head of Department acting as
the custodian of a relevant contract after two months.

Thereafter the Supply Chain Management Directorate will determine through the
acquisition plan and spend analysis the users of similar goods and services
procured under the said contract City wide for the purposes of consolidating the
requirements for the establishment of the contract.The major user of such a
contract/s will be deemed the custodian of such.
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3.2.4 Bids Awards by Delegated Authorities with Affirmative Business Enterprise (ABE)
Spend (Annexure E)

Both the Executive and Central Adjudication Committiees were established in terms of
the provisions of Local Government Municipal Finance Management Act. These
Committees consists of officials with authority to approve bids in accordance with their
terms of reference.

Bids were evaluated in accordance with criteria set out in the Preferential Procurement
Policy Framework Act (Act No: 5 of 2000) and the Preferential Procurement
Regulations published in terms of Government Gazette No 22549 and also in terms of

the criteria set out in the Construction Industry Development Board (Act No 38 of
2000)

Bids were also evaluated in accordance with preference point system and the Broad
Based Black Economic Empowerment Act No: 53 of 2003.

3.2.5 Stores and Inventory Management (Annexure F)

i Total value of stock held as at 31 March 2012: R15 211 356.58
ii Total issued stock: 275 958 items, valued at R9 400 562.62
iii ~ Total stock purchases: 179 845 items, valued at R9 330 148.15

The above total stock value of R15 211 356.58 as at 31 March 2012 excludes items
whose shelf-life have expired as these would have been written off (through
adjustments and write-offs). The value of write off stock is R1 038.90 year to date.

4 POLICY IMPLICATIONS

The bidding processes and the procurement of goods and services were made in
accordance with the relevant pieces of legislation and the Supply Chain Management Policy
of the City. This report is presented for management information purposes.

5 LEGAL & CONSTITUTIONAL IMPLICATIONS

In terms of Regulation 6(1) read with Regulation 6(2) of the Municipal Supply Chain
Management Regulations issued in terms of the Municipal Finance Management Act 56 of
2003, the Council of the Municipality must maintain an oversight role over the
implementation of its Supply Chain Management Policy. This report has been compiled in
compliance thereto.

6 FINANCIAL IMPLICATIONS

Daily operations, within the Supply Chain Management Unit are funded from 2011/2012
Operating Estimates as applicable.

7 COMMUNICATION IMPLICATIONS

The report will be published on the Council's website in terms of Regulation 6(4) of the
Supply Chain Management Regulations issued in terms of the MFMA.
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8

OTHER DEPARTMENTS/BODIES CONSULTED

The Finance and Legal & Compliance Departments were consulted in the drafting of this
report.

9

This

KEY PERFORMANCE INDICATOR

report is for compliance purposes to enable the Council as public representatives to

exercise their oversight role.

IT IS RECOMMENDED

1

That the contents of the report and the information contained in Annexure A, B, C,
D, E and F thereto be noted.

That the Director: Supply Chain Management publishes the report on the
Council’s website in compliance with Regulation 6(4) of the Municipal Supply
Chain Management Regulations issued in terms of the Municipal Finance
Management Act 56 of 2003, for access thereof by the public.

That in the case of consolidated contract/s, where there are no existing
custodians, Supply Chain Management Directorate be authorised to determine
the best suited departments that will serve as custodians of the City’s
consolidated contracts.
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Legal and Compliance

L. SONQISHE Date
Acting Executive Director: Finance Department

Gikslal

CLR

GEOFFREY MAKHUBO Date

MMC: Finance Department
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