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April 22, 2013

The Hon Advocate M I Malale MP

Parliament of the Republic of South Africa

Cape Town
Dear Advocate Malale
I hereby confirm that the board of the Wholesale and Retail Seta approved the condonation as per the attached request from management. The board meeting was held on 28 February 2013.
Below is an excerpt of the minute, which minutes must still be approved at the next board meeting:

Finance Committee 

The FINCO Chairperson tabled the Committee’s report and requested the Board to approve the following:

· Condonation of expenses that resulted in the qualification of the 2011/12 audit report by the Auditor – General; 

· Deviation for the appointment of CareerWise to manage the Bursary Scheme;

· Supply Chain Management Policy; and 

· Subsistence and Travel Policy

The Board noted that the AG had confirmed that based on its interpretation of Treasury regulations the Board is required to approve the condonation.

Decision:  The Board approved the report of the FINCO and ratified the recommendations. 

Sincerely

Dr Thami Mazwai (Chairman).
INTERNAL MEMO

To: W&RSETA Board

                                                                                                          28 February 2013

Background

A. The Final Management letter from the Auditor General for the period ended 31 March 2012 has reference.

Non-compliance with laws and regulations in procuring goods and services as no proof of deviation from competitive bidding was provided

Audit Finding

Approval for deviation by the board not provided

In terms of non-compliance with laws and regulations in procuring goods and services as no proof of deviation from competitive bidding was provided. The details of the audit finding is noted below

Approval for deviation by the board not provided

In terms of Treasury Regulations section “16A6.  Procurement of goods and services16A6.1 Procurement of goods and services, either by way of quotations or through a bidding process, must be within the threshold values as determined by the National Treasury”
“16A6.4  If in a specific case it is impractical to invite competitive bids, the accounting officer or accounting authority may procure the required goods or services by other means, provided that the reasons for deviating from inviting competitive bids must be recorded and approved by the accounting officer or accounting authority”.

Section 54(1) of the PFMA stipulates that; “the accounting authority for a public entity must submit to the relevant treasury or the Auditor-General such information, returns, documents, explanations and motivations as may be prescribed or as the relevant treasury or the Auditor-General may require”

In terms of Treasury Regulations section “16A6.  Procurement of goods and services16A6.1 Procurement of goods and services, either by way of quotations or through a bidding process, must be within the threshold values as determined by the National Treasury”

TR 16A6.4 provides that:

If in a specific case it is impractical to invite competitive bids, the accounting authority may procure the required goods or services by other means, provided that the reasons for deviating from inviting competitive bids must be recorded and approved by the accounting authority.

The quotation basis of sourcing regional office building is therefore not a competitive bidding process as defined by National Treasury Regulations, and represents a breach of National Treasury Regulation 16A.

During the audit it was agreed that the SETA must  disclose the full amount of payments of R 3,294,000.00 as irregular expenditure in the financial statements.

The leases found not to be compliant have been detailed below:

	No
	Item description
	Region

	1
	Kinvest (PTY)LTD
	Eastern Cape

	2
	East & West Investments (PTY) LTD
	Limpopo

	3
	Bronze Door Properties
	Free State


Based on the above audit finding, the following matter needs be reported to the board to request for condonation for non-compliance with the PFMA and Treasury Regulation 16.A. 

Management acknowledges that in terms of the leases above R500 000, the SETA sought quotations instead of going out on public Tender. The reason for this being the delay in the re-licensing of the SETA, some of which were already on a month to month renewal pending the re-licensing and the decision to either stay in the same premises or move to more suitable areas where the was ease of stakeholder accessibility. The acquisition of the above mentioned premises was also driven by that fact. It should be noted that these offices were procured on the basis of quotations and in some instances Estate agents who provided a range of quotations which were used to assist in the sourcing of suitable premises. 

It should also be noted that management has found no wrong doing on the part of any staff member and therefore there was no need to hold a disciplinary hearing.

We would like to attest that all deals were done at arms’ length and there were no conflict of interest picked up with regard to any staff member in the specific regional offices, head office or any member of the Board.

Way Forward:

.

In future any leases entered into will be done on a competitive tender process.

Request: A.

The condonation of the above, resulting in the SETA not reflecting the irregular expenditure in the subsequent year’s Annual Financial statements.

Misinterpretation of National Treasury Practice Note 8 of 2007/2008 i.e. threshold value for written quotes remains at a transactional value of up to R500 000 (VAT inclusive).

Preferential Procurement Regulations (2011) Preference Point System Threshold vs Procurement of Goods or Services Threshold Values 

1. In December 2011, the new Preferential Procurement Regulations was issued in which there was a change in the threshold for the two preference points systems. The 80/20 preference point system is applicable to all procurement with a Rand value equal to, or above R30 000 and up to a Rand Value of R 1 million (all applicable taxes included). The 90/10 preference point system is applicable to applicable to all procurement with a Rand value above R 1 million (all applicable taxes included) 

2. The change of the values were only applicable to the preference point system and this did not affect the prescribed threshold values for procurement of goods/services by means of petty cash, verbal / written price quotations or advertised competitive bids. 

3. Unfortunately, there was a misinterpretation of the latest change in the Preference Procurement Regulations (2011), preference point system threshold value, in that it also affected the procurement threshold values for written quotes and competitive bids. When clarity was obtained from National Treasury regarding the threshold value for the Procurement Plan above R 500 000, only then did  we realise our misinterpretation of the procurement threshold values versus the preference points threshold. Subsequent to this outcome, all procurement and advertised competitive bids threshold values were re-aligned to National Treasury Practice Note 8 of 2007/2008 i.e. threshold value for written quotes remains at a transactional value of up to R500 000 (VAT inclusive).

4. The goods and services procured would in the normal course of business be procured through a tender process.

The following services were procured on a 3 quotes basis and is a deviation from public tender process which is required as per Practice note 8. 

date:

	Procurement Report >R500 000
	 
	 

	Supplier Name
	Description of Services
	Amount

	Afriwealth Trading and Consulting
	Research - Explore and understand the 2020 operating environment
	R 620 000

	Delbra Innovative Consultancy (PTY) LTD
	Research – Job Profiling and The need of a Professional Body for the Sector
	R 870 000

	Technologies Acceptances
	Multifunctional Copy Machines
	R 1 180 030


Request B: The SETA requests for a condonation of the irregular procurement of all the above transactions:

Action plan: SCM to confirm the application of new Treasury regulations with National Treasury or seek opinion from either Internal and external audit as part of standard procedure so as to avoid the recurrence of the above and any future amendments by the regulations.

Requested by: _______________                                       

M. Wajoodeen – Executive Manager SCM

Recommended by: _______________

D. Matloa  - CFO

Recommended by: ___________________

                                J Dikgole  CEO

                                                                                       Date: 22 February 2013
Request: A Condonation granted/ not granted 

Request B: Condonation granted /not granted

Date: 28 February 2013
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