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SUPPLY CHAIN MANAGEMENT UNIT

ACQUISITION AND OPERATIONAL STATUS REPORT

FOR THE PERIOD 1 OCTOBER 2011 TO 31 DECEMBER 2011, ANALYSIS OF
DEVIATIONS AND UTILISATION OF PANELS FOR THE PERIOD 1 JULY TO 21
DECEMBER 2011

1 - BTRATEGIC THRUST

Well governed and managed Cily,
2 OBJECTIVE |

To provide statistical management information pertaining to the Supgly Chain Management

(SCM) activities over the period 1 July 2011 10.31 December 2019, and to report on the
exercising of certain® Delegaiion of Powers given fo. the Executive Director. Finance, as

‘applicableto the Supply Chain Management Wnit, The information contairied in this report
relates to procurement activities of the “core Cq’ur;:c’;é‘i”' oniy.

3 BUMMARY

" The procurement process is governed bythe Méjhi.«:;ipal Finance Management Act, Act 56 of
2003, the Municipal Supply Chain Management Reguiations as promulgated there-under
~gndithe Supply Chain Management Policy-of the Gity. This regort reflects:a consolidation of

all purchases including the purchase of diract goods and/or services (dirgct delivery to
depariments}, purchase of stock items, statistics on-all.bids {issued and in progress of being
evaluated), renawal of contracts and storés management aclivities within the “corg” of the
City: Detalled information on certain activities for purchasing, contracts statistics, acquisition
status, deviations and ratifications and inventory’ management per store information is
contained in Annexures A, B, C.D, E F, G and H of the report respectively.

31 Pufchiasir;;g Statistics
i Direct Purchases (Anmexure A)

The information. provided is in réspect of direct purchases made withinthe “corg’,
Direct:purchases are requirements for delivery of goods and services: directly to
the user departments. The total value of all direct purchases for the second
gquarterwas R763.552 8684.7% and R1 697 846 174.08 yvear to date.

i Stock Puirchases (Annexure A)

The information provided s in respect of stock purchases made within the “cors”
that represents frequently required and replenished items. Stock purchases are
reguirements for delivery of stock material directly to the various stores for
distribution ‘to user departments on an as-and-when reqiired basis. The total
vaiue of all stock purchases for the second gquarter was R15 217 916.83 and
R31 176 704.79 year to date.
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3.2 Contracts Statistics
3.2.1 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 25(Twenty five) bids were advertised and 3(three) were cancelled. Bid
documents collected amotnted to 955(Nine Hundred and Fifty five), of which 476(Four
Hundred and Seventy Six) submissions were received for evaluation. The valuation of
8 (eight) bids was completed during this period, whilst 4 (four) of the evaluated bids
have served at the respective adjudication committees 'and have all been awarded.
The remainder of ‘bids ‘that have not been evaluated have undergone commergial
-evaluation :and-await technical evaluation by various user depariments. 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.
included in‘the :above total of bid, 5 construction bids were advertised on the CIDB
website of ‘which 2 ‘were cancelled ‘mainly due to adjustment of the technical
‘requirements of the bids specific to the construction industry.

3.2.3 Confracts due to expire in.a period of 6 months (Annexure D)

The list, :as ;per ‘Annexure D, indicates contracts that will be expiring within a six
months :period. ‘Reminders in the form of letters :are sent to user departments four
months prior 1o “the expiry of the contracts. The purpose of the reminders is to
‘encourage the depariments to commence the bidding process for renewal of contracts.

3.2.4Bids Awards by Delegated Authorities with Affirmative Business Enterprise (ABE)
Spend (Annexure E) _

Both the Executive and Central Adjudication Committees 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 inaccordance with criteria set out in the Preferential Procurement
Policy Framework -Act {Act No: 5 of 2000 and the Preferential Procurement
Regulations published interms of Government Gazette No 22549 and also interms of
‘the criteria -set out 'in the Construction Industry Development Board (Act No 38 of
2000)

Bids were aiso evaluated in accordance with preference point system and the Broad
Based Biack Econamic Empowerment Act No: 53 of 2003.
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3.2.5 Deviation and Ratifications approved by the Executive Adjudication Committee {EAC)
{(Annexure F)

The approval of deviations and ratifications are governed by the Municipal Finance
Management Act, Act 56 of 2003, the Municipal Supply Chain Management
Reguiations, Regulation 36. '

There were 51 deviations/ratifications approved by the EAC for the period &1 July 2011 1o
31 December 2011, The table below reflects which depariments submitted
deviations/ratification to the EAC forapproval:

Number of Deviations/ | Total Rand Value of

Department Retifications Deviations/Ratification
Community Development 3 R B478612.15
Health 1 R 5463.00
Housing 2 R_1759678.76
Environmental Management 2 R 281400.16
‘Revenue and Customer Relations B R 83963 856.00
Management

Fublic Liaison 5 R 8648086.76
Eeonomic Development 2 R 538897524
JMPD 2 R 5383438.56
Corporate and Shared Services 4 R 8§75 959.62
Transportation B R 757833335
infrastructure Services Department 4 R 141 600.00
Emergency Management Services 3 R 10 068 304.40
Office of the Chief Information Officer { 4 R 493117986
Office of the Speaker 1 R 44 830.45
Development Planning and Urban 4 R 201.454.28
‘Management

JRAS 3 R 42565583
Office of the Executive Mayor 2 R 227501982
Grant Total 51 R142 521 918.38

‘For detailed breakdown see Annexure F
3.3 Stores and Inventory Management (Annexure G)

i Total value of stock held as at 31 December 2011 R15 150 773.46
ii “Totai issued stock: 311 362 items, valued at R13 022 582.08
i Total stock purchases: 268 530 ftems, valued at R15 872 777.32

The above fotat stock value of R15150773.46 as at 31 December 2011 excludes
ftems whose shelf-life have expired as these would have been written off (through
adjusiments :and write-offs}. The value of write off stock is R1 038.80 year to date.
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3.4 . Utilization of Panels

The use of panel of service providers by the City gained momentum in the past few years.
While the reasons are eclectic, the major one cited is that it shortens the SCM process
which can be iong -and not responsive to service delivery needs. This is not without its
challenges, and poses major questions regarding the management of the paneis in
accordance with related SCM legal and policy frameworks.

This is an abridged preliminary spread sheet analysing the utilisation/management of
panels. It highlighis two major aspects: spent per supplier in each panel and give an
indication into the rotation or non-rotation of suppliers in a panel. These figures are drawn
from questionnaire responses from the various Custodians of panels. From a total of 45
‘panels, a total of 27 (60%) indicated the spend per supplier, 11 (24.4%) were without spend
-analysis (from Facilities Management and Maintenance Unit (FMMU), Corporate and Share
Services (C88), Office of the speaker, Community Development, Revenue & Customer
Relation Management Unit, Corporate and Share Services) and 6 (13.3 %) did not regpond
al all (Development Planning and Urban WManagement, ‘Housing :and Emergency
Management Services (EMS)). Often the reason given for not accounting for spend per
supplier is that these are used by the Cily as a whole, & pointer to inadequacy in the
management of paneils which often see other panels over spending (refer to Annexure H).

3.5 Rotation of Suppliers

In terms of the Preferential Policy Framework Act and its Regulation bids are awarded to
bidders who have scored the highest number of points. However bids can be awarded to a
bidder who did not score the highest number of points and in terms of the PPPF Regulations
reasonable and justifiable reasons are provided in this regard.

It is recommended that the utilisation of panels be closely ‘monitored with emphasis on
spend by the respective custodians and reports on their utiisation be drawn ‘monthly, A
concerted effort to ensure the rotation of suppiiers within @ pane! of supplier should be
made.

4 POLICY IMPLICATIONS

The bidding processes and the procurement of goods and services wsare 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
compiiance thersto.

6  FINANCIAL IMPLICATIONS

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

The report wilt be pubiished on the Council's website in terms of Regulation 6(4) of the
Supply Chain Management Regutations issued in terms of the MEMA.

8  OTHER DEPARTMENTS/BODIES CONSULTED

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

g  KEY PERFORMANCE INDICATOR

This teport is for compliance purposes to enable the Council as public representatives to
exercise their oversight role.

iTIS RECOMMENDED

4 That the contents of the report and the information contained in Annexure 4, B, c,
D, E, F, G and H thereto be nofed.

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

3 That the Head of Depariments be sensitised to ensure ‘that reports on the
utilisation of paneis are submitied to SCMU wmonthly as required for further
analysis and reporting to various committess.

T PEELE _ M RUDA

Director: Supply Chain Management Unit Legal Adviser
Finance Depariment Legat and Compliance
L. SONQISHE Date

Acting Executive Director: Finance Department

CLR GEOFFREY MAKHUBO Date
MIMC: Finance Department
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