24 June 2009

To: Hon. Minister M Mdladlana Department of Labour

From: PETRUS MAOKO (Mr) CEO

Dear Hon. Minister

NON.COMPLIANCE: LATE SUBMISSION OF CONSTRUCTION EDUCATION AND TRAINING AUTHORITY'S ANNUAL REPORT 2007/2008

The Construction Education and Training Authority (CETA) is one of the 23 Setas established in terms of the Skills Development Act of 1998. Consequently, the organisation has to comply with the Public Finance Management Act, Section 40 (1) (d) and Section 55 (d) (i) - (ii).

It is against that background that the Accounting Authority brings to the attention of the Honourable Minister that the CET A initially failed to comply with the relevant Sections of the PFMA by failing to table the 2007/2008 Annual Report as required by Section 65 (1) (a); subsequently rectified the situation; and is now in a position to humbly request the Honourable Minister to formally table its Annual Report to Parliament.

On 19 September 2008 the Accounting Authority received the Honourable Minister's letter of concern about the CETA's non-compliance in failing to submit its Financial Statements and Annual Report in accordance with the PFMA requirements. In its response to the Honourable Minister CETA outlined some reasons for the delay in the production of the two documents.

The critical reason was that the GET A had contracted the services of an independent financial service provider (Altimax) for assistance towards the production of the relevant documents for auditing. Both the Annual Report and the Financial Statements were subsequently submitted to the Auditor General's Office by the Accounting Authority. Subsequent to the submission, during the auditing process the Auditor General's Office found aspects of the Financial Statements unsatisfactory, leading the GET A to withdraw it for correction.

The GET A's withdrawal of the Financial Statements from the Auditor General was communicated to the Deputy Director General, Mr Sam Morotoba, in an 11 August 2008 letter (See Attachment 1). The CET A also informed the Honourable Minister that the Accounting Authority had resolved, in line with Section 51 of the PFMA, to terminate the services of the Chief Financial Officer who was responsible for the CET A's contravention of the PFMA (See Attachment 2).

To address the concerns raised by the Auditor General, and to ensure the submission of accurate Financial Statements and the Annual Report, the CETA contracted the services of Deloitte & Touche. Throughout the re-auditing process carried out by Deloitte & Touche all the offices affected, including that of the Director General of the Department of Labour; the Auditor General; and the National Skills Authority, were kept fully informed about developments and challenges.

We are pleased to inform the Honourable Minister that by March 2009 the process had been successfully concluded, whereupon the CETA resubmitted copies of the Annual Report to the Auditor General, the Honourable Minister's Office, as well as the relevant Parliamentary sections. Specifically, a number of copies were submitted to Ms Karen Taylor, Library of Parliament, NCOP Building; and five hundred and fifty (550) copies were delivered to and received by Ms Sulette Cronje, in the Office of the Honourable Minister, who handed them over to the Parliamentary Officer, Ms Mpaka.

In the aftermath of the recent national elections, on 10 June 2009 the CET A re-submitted three copies to the Honourable Minister; two copies to the new Speaker of the National Assembly, Mr M V Sisulu; two copies to the Chairperson of the NCOP, Mr M J Mahlangu; and another two copies to the Supervisor: Paper Store Documentation Section, Mr V Pama.

With all the corrections now effected and the relevant submissions made, it is now our humble request that the Honourable Minister formally present the Construction Seta's 2007/2008 Annual Report to Parliament.

We apologise sincerely and unreservedly for any inconvenience and/or embarrassment caused the Honourable Minister by the debacle surrounding the submission of the CET A's 2007/2008 Annual Report.

We also take this opportunity to inform and reassure the Honourable Minister that for the financial year 2008/2009 the CETA's performance has improved drastically, resulting in full compliance with the relevant sections of the PFMA pertaining to annual reporting, including the timely submission of all the documents required by the Auditor General for auditing purposes. For the 2008/2009 submission the Honourable Minister will therefore not be subjected to an experience similar to that of the 2007/2008 Annual Report.

We thank the Honourable Minister for his patience with us on this saga, and in anticipation of his indulgence just this one time.

Yours sincerely

PETRUS MAOKO (Mr) CEO

GAVIN STRYDOM (Mr) CHAIRPERSON (Since March 2009)

‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑

1 JULY 2009

TO : HON L E YENGENI MP THE CHAIRPERSON PORTFOLIO COMMITTEE ON LABOUR

FROM: CETA CHAIRPERSON, MR GAVIN STRYDOM CETA CEO, MR PETRUS MAOKO

RE: LATE SUBMISSION OF ANNUAL REPORT OF THE CONSTRUCTION EDUCATION AND TRAINING AUTHORITY (CETA) FOR THE YEAR ENDED 31 MARCH 2008

1. Introduction

Thank you for the Portfolio Committee's consideration of our 2007/2008 Annual Report, whose late submission to Parliament it is our responsibility, as a public body governed by the PFMA, to account to the Portfolio Committee for. The reasons behind the late submission, centering around accuracy and proper corporate governance, are tendered hereunder. These have previously been shared with the Department of Labour, which we have kept abreast of all developments pertaining to our organisation, and which has been extremely useful in helping us resolve some of our key challenges.

2. Historical Backgound and CETA Activities

Upon its assumption of responsibilities at CETA, the current management found that for many of the preceding years CETA had experienced challenges with regard to its annual financial statements (AFS) and the Auditor-General's audit findings. Accordingly, the new management set out to address these failures and secure an unqualified audit, but two setbacks militated against this, resulting in the unfortunate situation of the 2007/2008 Annual Report being submitted later than the prescribed period.

2.1 The first setback emanated from a change in revenue policy as determined by National Treasury and communicated to SETAs on 9 May 2008 - a mere three weeks before the annual financial statements were due to be presented to the Auditor-General for audit purposes.

The essence of the change announced by National Treasury was that where SETAs had previously accounted for revenue and mandatory grants on an accrual basis of accounting, they now had to do so on a cash basis of accounting.

For us at CETA this meant all the reconciliations, management reports and processing of revenue and grants information which we had already done had to ,be converted to the newly prescribed accounting basis.

The process was extremely time consuming and complex, not only because of the nature of the work involved, but also because of its pervasiveness and the fact that comparative information from previous years had to be amended in the annual financial statements. Given the limited time at our disposal, this affected our having the right information at the right time.

2.2 The second setback we experienced related to financial reporting support we procured.

To avoid yet another negative audit finding, and to address backlogs which had historically developed without removing normal financial management staff members from their daily tasks to deal with them, in early April 2008 the Executive Committee of CETA had appointed a firm of financial consultants to assist the organisation prepare the annual financial statements for audit purposes. The consulting firm appointed had a good reputation, with some of its employees having formerly worked for the Auditor-General's Office as senior officials and being familiar with the SETA environment.

The service level agreement between CETA and the consultants entailed the preparation of AFS, detailed supporting reconciliations and documentation, and an audit file to give to the auditors - including comprehensive work on revenue, assets, grants, leases, etc.

After convincing CETA - including in presentations to Council - that the organisation would meet the deadline for submission of the AFS and that it would receive an unqualified audit report, the consultants actually failed to meet their brief as the AG found numerous errors and mistakes in the AFS they had produced. This came to light when the draft management report was issued by the AG in late June 2008. Among the key failures the consultants had not, as required, reversed any of the revenue and mandatory grants journals in the accounting records from an accrual basis of accounting to the cash basis of accounting in time.

In mid - July 2008 CETA had to make the very difficult decision of cancelling its original set of AFS as it was clear that they were incorrect and would be disclaimed. Though it meant the Annual Report would ultimately be late, this was the only route to take rather than proceed on wrong information, thus misleading the country.

The contract of the consulting firm which had caused this mess was terminated - with a significant reduction in monies paid - and Deloitte was contracted in from August 2008 to work with CETA staff to address the emergency situation which had developed.

2.3 The AFS were accordingly corrected as far as possible and re-submitted to the AG at the beginning of October 2008. On his part, the AG completed his re-audit in January 2009, and by March 2009 the process had been successfully concluded, making it possible for us to submit copies of the 2007/2008 Annual Report to relevant bodies.

2.4 We apologise sincerely and unreservedly for our late submission, but we also wish to reassure the esteemed Committee that for the financial year 2008/2009 the CETA's performance has improved drastically, resulting in full compliance with the relevant sections of the PFMA pertaining to annual reporting, including the timely submission of all the documents required by the Auditor General for auditing purposes. The 2008/2009 Annual Report will therefore be submitted in time.

Most importantly, other than an issue on the 2005/06 opening balance provision for mandatory grants in the comparative figures, which is a problem originating from the past, CETA has achieved a vastly improved audit result for 2009 as reflected in the draft management report and draft audit report for 2008/09 which the AG has recently discussed with CETA management subsequent to the finalisation of their audit procedures. We have put in every effort to resolve past problems and address the poor controls which once existed in the organisation and we are now in a position to meet our skills promotion and proper corporate governance obligation to the government and the people of South Africa.

3. Some of the corrective measures we are undertaking to ensure this include the following:

	Identifying and isolating challenges previously raised by the Auditor General and developing special mechanisms to deal with them.


	Retaining the services of the reputable financial service provider, Deloitte, in the form of two people, until August 2010, to assist the organisation with the ongoing resolution of financial challenges, addressing queries and other financial issues, and training the five staff members in the full array of financial management functions.


	Deloitte accounts to the CETA management team, led by the CEO, and once they have helped normalize the situation a Chief Financial Officer and a Finance Manager will be appointed. The CETA has opted for this approach as it represents value for money and is the best option, in the short to medium term, to stabilize financial management within the organization, save public funds, and meet the requirements of the PFMA.


	The financial management turnaround process has yielded positive results in that we have commenced funding various projects to benefit of the construction industry. We have also placed adverts in various media for construction companies to apply for discretionary grants from CETA so that they may implement various training programmes.


	All CETA projects being implemented are monitored through Regional Offices we have established in all the nine Provinces of our country.


	A turnaround strategy previously developed is currently being reviewed and updated in the light of developments within the country as well as in the world economy and the construction sector broadly. The aim is to steer CETA in the right direction over the MTEF period, ensuring that it contributes to the construction industry playing its critical job creation and general economic development role as the country uses infrastructure development as a catalyst for economic development and growth.


	A process of full engagement with stakeholders, both on a one-on-one basis and collectively, has been embarked upon by the new management. This includes company visits as well as national roadshows, and it has resulted in a dramatic improvement in working relationships between CETA and its stakeholders.


	A policy and procedures review process is on, the focus being on ensuring full alignment with mandate requirement as stipulated by the Skills Development Act.


We once more thank the Committee for its consideration of our 2007/2008 Annual Report even though it is submitted late.

END OF BRIEFING

‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑
Date:	11 August 2008.

Attention: Mr Sam Morotoba Deputy Director General Department of Labour Pretoria

From: PETRUS MAWUKU: CEO:CETA


Dear Sir

CETA: WITHDRAWAL OF ANNUAL FINANCIAL STATEMENT SUBMITTED TO AUDITOR GENERAL

This letter serves to inform department of Labour of the formal withdrawal of CETA financial statement from Auditors General's Office which was submitted on the 30 May 2008. This cause of action is informed by unforeseen challenges which the entity confronted/come across with during its final submission on the 10 July 2008.

It must be highlighted and brought to the attention of the department that, CETA employed service of independent service provider (ALTIMAX) to assist

the CET A with relevant financial expertise to avoid recurrence of the previous years whereby CETA was disclaimed. Unfortunately this process did not bear any positive results whereby the said Provider misinformed the CETA Council meeting by ensuring that CETA submitted the best financial draft to Auditor General. The submitted draft financial statement emerged with several queries identified during the audit process. AG' s Office raised several concerns on the number of queries vs the time allocated to address and complete the AFS.

The abovementioned challenges has led the CETA to engage the service of Deloitte and Touche, to assist CETA to resubmit its Annual Financial Statement for re auditing purposes.

In light of the abovementioned challenges CETA had no option but to withdraw the submitted Annual Financial Statement from the Auditors General's Office. Currently, CETA and Deloitte is working very hard to ensure that CETA's re-submission covers all standard requirements on submission.

A council workshop held on the 10 - 11 July 2008, comprised of Council members was Officially informed about these challenges and subsequent to that workshop a special council meeting was held on the 25 July 2008, to update and seek a new mandate on how best can CETA resubmit its Annual Financial Statements through assistance from Deloitte and Touche. We aim to conclude the process by mid September 2008 to allow Auditor General to commence conducting their audits.

We, therefore formally submit CETA's appeal letter to the department of labour and NSA taking into consideration the unforeseen challenges confronted the entity for the delay that the organisation might cause on reporting procedures and non-compliance. I think the abovementioned information will receive the attention it deserve and for more information, please contact the CET A CEO.

Yours faithfully


PETRUS MAWUKU: CEO:CETA

