SCHEDULING OF CAPITAL PURCHASES
CIRCULAR:  03/2007
	TO:
	THE EMC, DEANS, EXECUTIVE DIRECTORS, DIRECTORS, CAMPUS DIRECTORS AND HEADS OF ALL DIVISIONS AND DEPARTMENTS




Due to the magnitude of capital purchases and the impact it has on both the efficient operation of the institution and the cash flow, it has become very important to properly manage the procurement process.
1. PLANNING OF CAPITAL EXPENDITURE
Capital items require that at least three quotes must be obtained on the basis of project plans and specifications.  If the amount exceeds R5 000, the concerned Executive Management Committee member must also approve the expenditure.  If the amount exceeds R50 000, tender documents have to be drawn up, send out, received back and be adjudicated by the Tender Committee.  Tenders above R500 000 must also be advertised in the newspapers.  Some equipment requires special attention due to the long delivery processes, even from overseas.

It is therefore very important to start the capital expenditure planning process very early in the budget year to ensure that sufficient time is available for the procurement of a capital order.

Experience indicates that it becomes very difficult to procure capital orders, especially those relating to projects, after 1 October in time for 31 December.
2. SPENDING OF CAPITAL BUDGETS
All universities experience cash flow shortfalls during the first quarter as the Department of Education subsidy is only paid over from 1 April after the budget speech and approval by Parliament.

It is therefore important to limit the spending of capital items as far as possible until 1 April, unless suitable arrangements can be made for payment after 1 April.

General accepted accounting practices (AC 130 - Provisions and Contingencies) requires that items must already be received, delivered or contractually committed if the payment thereof has to be against this year's budget.  No other budget money can be transferred to the following year and all items received in the following year will be paid from the departments' 2008 budget.

3. GUIDELINES
The following guidelines will be applied to enhance the process in terms of:

· Ensuring proper services to the students

· Better cash flow management

· Spreading the workload of Physical Planning Services and Procurement Services

· Limiting year-end financial provisions for work in progress

· Reducing the possibility of losing budget funds at year-end.

3.1 Capital expenditure during the first quarter is discouraged in general and will only be handled by exception on merit, such as research and instructional programmes, after recommendation by an EMC member.

3.2 In the above case, all efforts must be made to extend payment beyond 1 April taking into account the negative effects of lost discounts and/or high interest charges.

3.3 Cost centre managers are requested to spend their capital budgets evenly throughout the period of 1 April to 30 September.

3.4 The procurement of orders for capital projects will close on 30 September to allow time for drawings, specifications and bill of quantities to be prepared.
3.5 The procurement of orders for all other capital items will close on 30 October as tender documents need to be prepared and put out, received back, evaluated by technical teams and adjudicated by the Tender Committee in time to commit the 2007 budget funds before 31 December.
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