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PRESENTATION TO THE LABOUR OVERSIGHT COMMITTEE – 10 NOVEMBER 2009

Good morning Madam Chair and members of Parliament.

Please allow me to introduce my team.  
With me today is our Vice chair – Ms. Nomsa Dhlamini, also member of Exco and chair of the Corporate Services standing committee. Unfortunately our Chairperson is unable to be present today as she is recovering from major cancer surgery.  
Also with us is another senior board member, Mr. Ezra Mfingwana, he is also a member of Exco and Chair of the Finance standing Committee.  He represents the Board on our Audit Committee.

Ms. Florence Africa is one of our Board members from the Western Cape.
From the office of the HWSETA, I brought with me Mrs. Elaine Brass, our Chief Financial Officer, Mr. Sikhumbuzo Gcbashe, our Executive Manager Research Information Monitoring and Evaluation and two junior staff members who will be observers today and who will report back on the event of today to the next HWSETA general staff meeting.
Madam Chair, I wish to start with a quick overview of our Sector:

From the slide on the screen you will see the profile of employers we serve with about 15 000 of them in the doctor and specialist category falling under the size classification of small organisations (employing less than 49 employees).
	
	Community Services 
	Complementary Health Services 
	Doctors and Specialists 
	Hospitals and Clinics 
	Research and Development 
	Total 

	Large 
	1437 
	1280 
	2929 
	223 
	132 
	6001 

	Medium 
	343 
	157 
	540 
	91 
	18 
	1149 

	Small 
	3209 
	1662 
	14963 
	635 
	230 
	20699 

	Total 
	4989 
	3099 
	18432 
	949 
	380 
	27849 


Where will you find our employers?  The provincial breakdown reflects that about 36% of employers are from the Gauteng Province with some 21.9% of employers working nationally.  Significant under representation occurs at the Free State, Limpopo and Northern Cape Provinces.
	Province 
	Number of Employers 
	% Share 

	Eastern Cape 
	2 242 
	8.02 

	Free State 

	761 
	2.72 

	Gauteng 
	10 281 
	36.8 

	KZN 
	4 185 
	15 

	Limpopo 
	691 
	2.47 

	Mpumalanga 
	1 236 
	4.42 

	North West 
	711 
	2.54 

	Northern Cape 
	415 
	1.49 

	Western Cape 
	1 309 
	4.68 

	National 
	6 113 
	21.9 

	Total 
	27 944 
	100 


A significant proportion of our employers are Non-Profit Organisations and from the slide you will see that most of them are in Gauteng and KwaZulu-Natal.  Significant under representation occurs in all other provinces.

The split between Health and Social Development is also significant.  76% of NPOs are active in the Social Development Sector.

	Province 
	Sector 
	Total 

	
	Health 
	Social Dev 
	Both 
	

	
	N 
	% 
	N 
	% 
	N 
	% 
	N 
	% 

	Eastern Cape 
	8 
	12.69 
	51 
	80.95 
	4 
	6.34 
	63 
	4.99 

	Free State 
	5 
	7.04 
	59 
	83.09 
	6 
	8.45 
	71 
	5.63 

	Gauteng 
	44 
	13.33 
	251 
	76.06 
	34 
	10.30 
	330 
	26.16 

	KwaZulu-Natal 
	21 
	7.31 
	218 
	75.95 
	44 
	15.33 
	287 
	22.75 

	Limpopo 
	21 
	14.28 
	107 
	72.78 
	17 
	11.56 
	147 
	11.65 

	Mpumalanga 
	9 
	11.25 
	64 
	80.0 
	5 
	6.25 
	80 
	6.34 

	North-West 
	12 
	17.64 
	52 
	76.47 
	3 
	4.41 
	68 
	5.39 

	Northern Cape 
	12 
	14.81 
	57 
	70.37 
	9 
	11.11 
	81 
	6.42 

	Western Cape 
	13 
	12.74 
	82 
	79.61 
	6 
	5.82 
	103 
	8.16 

	More than 1 province 
	0 
	0 
	0 
	0 
	2 
	100 
	2 
	0.15 

	National 
	5 
	16.12 
	18 
	58.06 
	7 
	22.58 
	31 
	2.45 

	Total 
	150 
	11.89 
	959 
	76.05 
	137 
	10.86 
	1263 
	100 


Analysing the gender distribution, it is evident from this slide that 71% of the active workforce in our Sectors are female.  57% of all workers are in full time employment and 29% are volunteers.

	Employment status 
	Male 
	Female 
	Total 

	
	N 
	% 
	N 
	% 
	N 
	% 

	Full time 
	4326 
	29.85 
	10166 
	70.14 
	14492 
	57.30 

	Part time 
	850 
	30.07 
	1976 
	69.92 
	2826 
	11.17 

	Casual 
	140 
	46.66 
	160 
	53.33 
	300 
	1.18 

	Volunteers 
	1866 
	24.81 
	5653 
	75.18 
	7519 
	29.73 

	Interns 
	19 
	22.35 
	66 
	77.64 
	85 
	0.33 

	National 
	12 
	18.18 
	54 
	81.81 
	66 
	0.26 

	Total 
	7213 
	28.59 
	18123 
	71.40 
	25288 
	100 


In summary, I would say that most of our employers are active in the Gauteng Province and KZN, most are small employers, employing mostly females who are assisted with a significant number of volunteers.  The slides also reflect a significant lack of services and resources in most other provinces.

Madam Chair, against this background, I now turn my attention to the HWSETA and its resources.  As Chief Executive Officer, I am also the Accounting Officer responsible and accountable for all that happens or fails to happen at the HWSETA.  To enable me to discharge my duties, I have a team of dedicated and motivated individuals working with me.
Our Chief Financial Officer, Mrs. Elaine Brass, focuses her attention on accurate financial management and reporting, grant disbursements, internal audit, external audit, risk monitoring and the audit committee.

The Executive Manager - Skills Planning Mr. Patrick Samuels, focuses his attention on workplace skills planning and administration, learnerships administration and grants and the administration of discretionary projects and grants.
The Executive Manager – ETQA Mr Nathan Seotsanyana is responsible for provider accreditation, learner achievements audits, registration of assessors and moderators, learning programme evaluation and regular accreditation compliance audits.   
The Executive Manager – RIME Mr Sikhumbuzo Gcabashe is responsible for sector research, scarce and critical skills information and the monitoring and evaluation of the quality and the impact HWSETA projects and grants have on learners in the Sector.  

To support these Executive Managers the Executive Manager - Corporate Services Mr Lufuno Motsherane is focusing on Human Resources and adherence to the various Acts governing employment practices, marketing and communications, Information Technology and facilities management.

We also have a Legal Advisor Ms Mmamy Khaile that assists the CEO and Executive Managers with legal matters and governance compliance.

Finally, we have a Board Secretariat assisting the Board and its five board standing committees with minutes of meetings, meeting arrangements and travel and accommodation arrangements.
The HWSETA has a total staff complement of 65 employees.

I am happy to report that for the 2008-2009 year, the Department Of Labour rated the performance of the HWSETA as “exceeding expectations”.  

We managed to score 14 of the 19 Indicators at “4” and “5” scores and experienced difficulties with Indicator 2.1 and 2.2 - support to large, medium and small organisations

Indicator 2.7 – ABET completions
Indicator 5.2 - Provider institutions accredited to deliver new venture creation 
Analyzing our problem areas, I am pleased to report that we will easily exceed 16 of the 19 five year targets set in NSDS II.

A more detailed analysis of our NSDS II performance is in the next two slides:
	NSDS INDICATOR 
	2008-2009 Targets 
	2008-2009 Achievements 

	1.1 

	Annual update of SSP 
	Sign off and submitted 

	1.2 
	Annual Guide on Critical Skills  to be updated 
	Guide updated and distributed nationally 

	1.2 
	54 Sector Specialists/SDFs  to be trained 
	415 SDFs trained nationally 

	2.1 
	140 large firms to receive grants 
	63 achieved 

	2.1 
	275 medium firms to receive grants 
	71 achieved 

	2.2 
	1670 small firms receive grants 
	344 achieved 

	2.5 
	10 BEE firms and 10 BEE Co-ops to be supported 
	15 BEE firms and 14 BEE Co-ops were supported 

	2.7 
	2000 learners to enter ABET 
	2049 entered ABET 


	2.8 
	1762 workers to enter learning programmes 
	2660 workers entered learnerships and skills programmes 

	3.2 
	50 NLPEs, NGOs, CBOs & Co-ops supported 
	70 were supported across the board 

	4.1 
	1762 unemployed people to enter learning programmes 
	3219 unemployed people entered learnerships, skills programmes, internships and bursaries. 

	4.2 
	250 learners to be assisted to gain Workplace Experience 
	399 learners were assisted 

	4.3 
	250 young persons trained and mentored to form New Ventures 
	447 young persons were trained on a skills programme in NVC and mentored by seda to sustain their businesses. 


Our Board has been proactive in making sure that we have a “placement strategy” in place for a number of years and this focus on: 

· avoid training for training sake;

· there must be an employer – we will not award contracts directly to training providers;

· focus on scarce skills needs; employers requested to meet national equity targets;
· MoU with employers must have a detail exit strategy;
Experience shows that 90% of time learners are employed by host employers.
 To further support Government’s strategies to maximize employment opportunities our Board is supporting the national “training lay-off scheme”.  This scheme was announced by the President in May 2009.  It took a while for the social partners to deliberate the mechanisms of the scheme and on 25 August issued the draft guideline.  Also in August 2009, the HWSETA Board approved R16 million for this initiative.  Our stakeholders were informed at our annual conference in October 2009 and to date nil enquiries were received.
It is highly unlikely that health sector employees will be retrenched. The skills needed are just too high.  In the social development sector the picture is slightly different.  The large NPO will definitely receive less donor funding and its highly likely that the economic down turn will affects them most.  The many small employers with a small staff compliment may be affected most.
We published our implementation guide and placed it on our web site and for us the system is operational since 01 October 2009. 

So you may ask how we know where to focus our attention and resources.  The answer lies in our 2005-2010 Sector Skills Plan done in 2005 and now in its final year.  To keep it relevant it is updated annually and based on research conducted to improve our understanding of the profile the Health and Social Development Sectors.
Chapter 4 of the Sector Skills Plan defines the scarce and critical skills needs to be in the areas of:


Medical specialties 


Nursing specialties


Optometrists



Dentists





Pharmacy



Hearing assistance

Veterinary services


Medical Aids


Laboratories



Public and private welfare services


Social work



Ancillary Health care



Traditional Healers


Faith based occupations

So what did we achieve during the past year?  We experienced a good turnaround this year with the following achievements being highlights of the year:

· R63 million was paid out in discretionary grants;

· R195 million was approved and committed – beneficiaries of this funding total 34 094 learners.

· A special funding window worth R38m focusing on addressing the needs of people with disabilities was advertised and all funds 
were awarded.

The Mega Expression of Interest was launched in an effort to increase the disbursement of discretionary funding and reduce our Discretionary Grant Reserves.  This resulted in:
· 1 150 additional scarce skills bursary opportunities provided for university students

· 445 internship opportunities approved

· 551 new work experience grants approved

· 2 049 ABET learners were funded in levels 1-4 of ABET

R35 million was approved by the Board to fund Government’s Industrial Policy Action Plan:

· Project one - Early Childhood Development learnership

· Project two - Support programme for post Grade 12 students to 
upgrade their Mathematics and Science symbols through an FET College Programme 

· Project three - Bursaries awarded to 800 students at FET college

· Project four - Linking up 450 unemployed graduates with employment opportunities through a incentive grant for employers

· Project five - Co-operation and alignment of programmes between HWSETA and FET colleges
In order to ensure that we monitor and track providers, employers and learners, the RIME division has been tasked with monitoring and evaluating the impact of the support that we give to our stakeholders. They further looked at the impact these have on government strategies and plans. 

During the year under review the following activities were, amongst others undertaken:

· Evaluation of the impact of the Ancillary Health Qualification was completed. The findings indicate that there is a large and growing volunteer population in the sector.
· Compliance monitoring of 50 training providers was conducted and reported on. More than 90% of providers were found to be in full compliance with quality standards as set by the HWSETA and SAQA.
· Impact monitoring of the RPL project funded by the HWSETA had interesting findings which will be used by the HWSETA to base future similar projects. The provincial spread of the project and its benefits indicate a need to expand it to areas where it is most beneficial.
· Board evaluation questionnaire was administered to HWSETA Board members and the reported recommendations were adopted by the Board.
· Terms of reference and approval of the tender for a comprehensive audit of accredited training providers was concluded by the division and this project is currently running smoothly.
· Research into the profile of the Health and Social Development sector project was conducted and findings enable the HWSETA management and Board to make informed decisions on resource allocations.
· Workplace skills plan and grant analysis was conducted and showed a trend that more employers are investing in training and that regions such as Gauteng and KwaZulu-Natal have a large concentration of employers and employees in the sector.

During our previous presentation to your committee, the Oversight Committee expressed their concern with the fact that we could rattle of the numbers but that we were quiet about the quality of learning taking place in the workplace.   
Madam Chair, I am happy to report that at the HWSETA we are greatly concerned with the quality of learning received by our learners and this is reflected in the following achievements:
· We have been accredited by SAQA as an ETQA to quality assure 20 Registered Qualifications in NQF Level 1 – 4.

· We received 256 applications for learning programme evaluation and after our onsite evaluations only 104 received full accreditation, 22 received provisional accreditation and 130 received no approval. 
We accredited 66 Training Providers against Full Qualifications and Unit Standards and our RPL Project for Home Care Based Workers was completed with 1 856 learners receiving certificates. 

· Gauteng 
– 
771
· Northern Cape 
– 
220
· Kwazulu-Natal 
– 
865

A total of 14 794 verification of learner achievements were done across all qualifications:
· 9 584 learner achievements verified against Unit Standard Based learning

· 5 210 Learner achievements verified against Full Qualification
Furthermore, we conducted 106 employer site validations before Learnership implementation could take place.

2 884 Certificates were awarded to learners for full qualifications. (Unit Standard Based certificates were awarded at Provider Level using our Logo and SAQA Logo).

To improve the quality of provision records, we conducted capacity building sessions where 141 training providers from 7 provinces attended the Provider Electronic Data Upload System (PEDUS) workshops.

We also recognized and supported 3 Institutes of Sectoral Occupational Excellence (ISOE) to the value of R1.1 million.  One each in Kwazulu-Natal, Western Cape and the Limpopo provinces.
Support was given to training providers who wish to be accredited for the New Venture Creation qualification totaling R498 000.
One of the cornerstones of quality assurance in the SETA environment is the registration of assessors and moderators across various qualifications/Unit Standards for which have control over.  We managed to register 289 Assessors and 88 Moderators this year.  

We also conducted 94 Provider Capacity Building Support Workshops across the various Provinces.
So finally before we turn to our Annual Financial Statements, I wish to point out that we achieved all of this with a staff complement of 65 and these occupied positions were filled with 84% black, 59% female and 3% persons with disabilities.
We were also keen to focus our attention on staff development and various training interventions took place, whereby staff attended Microsoft Word, Microsoft Excel, QMS ISO, Telephone Etiquette, Financial Reporting, Minute Writing and Report Writing Skills Training, Project Management, Supervisory skills, etc.
We awarded staff bursaries for NDHRM, B-Tech Administration, ND Commercial Practice and Bachelor in Administration.

Audit Committee – 

We have an established and functioning audit committee in compliance with the PFMA and Treasury Regulations.  As its head is an independent chairperson, with two other suitable qualified external independent members.  Two Board members, the CEO and CFO also serve on this committee. The internal auditors and the Auditor-General of South Africa are invited to all Committee meetings.  Amongst its many responsibilities in terms of the PFMA and TR’s, the Committee also monitors Risk Management at the HWSETA, where the Risk Management Committee report directly to them.  The Committee reviews all reports by the external and internal auditors and holds management accountable.  The Audit Committee ensures the effectiveness of the internal control systems, as well as discussing and reviewing accounting and audit practices.    

The Audit Committee has reported on the financial statements of 2008-09 which can be found on page 45 of the annual report.  During the year they held 5 meetings and commented that the “System of internal control is effective, efficient and transparent. There is an effective internal audit function in place. There is a Risk management system in place. That the Auditor-General recommendations from 2007-08 were addressed.
Annual Financial Statements 2008-09
The financial statements of 2008-09 received and unqualified opinion by the Auditor-General of South Africa.  The financial statements of 2007-08 were also unqualified.  The HWSETA had a significant improvement on Governance and compliance from 2007-08 year as reported by the Auditor-General of SA.  The audit report can be viewed on page 47 of the annual report.  The graph depicts the significant improvement over the last two years.  There has been improvement overall on all matters reported by the Auditor-General of SA.  In the 2008-09 financial year only one matter was reported in EOM on fruitless and wasteful expenditure.  This was as a result of a contract for photocopying that the HWSETA entered into in 2007-08 that could not be cancelled.  The transaction was investigated, and in order to cancel the contract further fruitless and wasteful expenditure would have been incurred of over R1 million. Therefore after much deliberation the contract was left as is.  The employees involved have left the HWSETA. 
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I would like to provide the Committee with a brief overview of the financial statements of 2008-09. 
The financial statements were prepared on the basis approved by the National Treasury and in accordance with the PFMA – GRAP and SAGAAP, which was consistent with prior years.
A surplus from operations amounting to R48 million (2007-08 – R36 million) was generated for the year.
Spending on administration of the HWSETA was within allowed limits of revenue collected for Administration.
There was material compliance with the PFMA, good financial controls as reported by the Auditor-General of SA and audit committee. No material adjustments were made to the financial statements.

We ended the year committing 82% of our Discretionary reserves. 

The HWSETA has made investments within our policy and the TR requirements. We have not borrowed.
There were no prior year adjustments, and no events after balance sheet date which were reported or which resulted in any adjustments to the financial statements.
Irregular expenditure of R795 000 relating to a contract entered into in 2007-08 was incurred, which resulted in our EOM in 2008-09.  This was mentioned previously.
There were contingencies reported in the financial statements.  The first one related to the approval for roll-over of surplus funds by the National Treasury.  These were not approved by the NT at the time the annual report was printed.  The HWSETA has a guarantee for leased buildings in Bedfordview amounting to R953 845. The thirst contingency was a letter of demand received by the HWSETA In July 2009 from a consulting firm amounting to R823 267. We are currently defending this matter.
The Finance leases for equipment, and operating leases for lease of buildings were correctly accounted for in 2008-09.
I would now like to go into more detail on some of the salient features of our financial statements for 2008-09.  Our total revenue, including levies from Government Departments, over the last 4 years have increased steadily, with a substantial increase in 2008-09 mainly due to inflationary pressures experienced during this year as well as an increase in contributions from Government Departments.  There was a 27% increase in 2008-09 opposed to a 9% and 10% increase in the preceding years.
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The table summarises the statement of financial performance for 2008-09.  SDL income alone has increased by 23% from prior year mainly due to inflation and contributions by SASSA for the first time.  The support from Government Departments has been tremendous with an increase of 51%.  This revenue is used for the administration of the HWSETA and has been most welcomed.  The interest earned on our cash reserves remains high due to the cash on hand and higher interest rates in the 2008-09 financial year.  
Our spending on mandatory grants to employers and discretionary grants has also increased substantially in 2008-09 by 26%.  In fact, there was a 38% increase in discretionary grant expenditure.  Included in this expenditure was spending on our commitments of 2007-08.  Our administration expenditure also increased by 25%.  In 2008-09 we concentrated on site validations, workshops and forums in order to reach out to our stakeholders to build capacity and communicate.

Our surplus of R48 million in 2008-09 was made up of under spending on mandatory grants which contributed R39 million to the surplus.  We also under spend on administration of the HWSETA, which amounted to R9.3 million.

	Stat. of Fin. Performance-pg 58 
	2008-09
R’000 
	2007-08
R’000 
	% 
	Comment 

	SDL Revenue 
	160 618 
	130 363 
	23% 
	Contribution of SASSA for first time, Inflation 

	Government Levies 
	30 756 
	20 307 
	51% 
	Increased support by the public sector 

	Interest income 
	22 488 
	16 785 
	34% 
	Utilised for Discretionary funding 

	Employer grant & project exp 
	125 142 
	98 939 
	26% 
	Increased spending on discretionary funding  -38% 

	Administration exp 
	41 574 
	33 311 
	25% 
	Focus on site validations, workshops, and forums for outreach. 

	Surplus 
	48 314 
	36 191 
	33% 
	Mandatory grants –R38.9m & Admin. R9.3m 


The graph depicts our administration income against our administration expenditure and our surplus.  As can be seen, the HWSETA has spent within allowed revenue over the last 4 years.  The surplus in the 2008-09 financial year is larger than the previous financial years.  We exercised caution and budgetary control over all spending.
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Administration expenditure of the HWSETA
There were areas where the HWSETA’s increased expenditure compared to the prior year.  These areas were: 

· Staff salaries increased by 9% across the board, this included notch adjustments and performance bonuses where earned, equating to a R2.4 million increase.

· Travel and subsistence, workshops, advertising, marketing, promotions and communication increased by R3.3 million to focus on outreach, capacity building and communication.
· Internal audit fees increased by R493 000 relating to an increased in diligence in accordance with the PFMA.

· To be able to deal with the Turnaround strategy of the HWSETA the Board had to meet more than planned, and remuneration to the accounting authority increased to R841 000 to ensure improved governance and consistent leadership due to a change in senior positions.

· Increase in staff development – R638 000, as an investment in our staff.
· Increased presence in the Provinces in CT and KZN.
· Recruitment of Executives to ensure the leadership stability going into 2009-2010.
Despite these increases, surplus on administration of the HWSETA was R9.4 million, which was transferred to discretionary funding in 2009-2010 – page 69, note 2.
The graph depicts total income and total expenditure.  It can be clearly seen that we manage the HWSETA within the revenue allocated.
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This graph shows our spending on grants, both mandatory and discretionary.  Total grants disbursed over the last three years have increased substantially.  
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Employers who meet the criteria of an approved WSP/ATR at 30 June and pay levies can participate in receiving 50% of their levies back in the form of mandatory grants. In 2008-09 were only able to pay 61% of revenue received for this grant type back to the employer.  This was due to employers not meeting the set criteria.  The surplus – 39%, R38.9 million was then swept to discretionary reserves where the employer has another chance at accessing HWSETA funding.  Of the total reserves in discretionary funding at 31 March 2009, 82% or R236 million has been committed.
The graph below is a good presentation of this.  Commitments against discretionary grant reserves have grown over the last four years, where we were able to commit 82% of this reserve in 2008-09.  We have sufficient cash to meet all commitments, which can be seen by the last bar.
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There is sash reserves of R313 million, of which R236 million has been committed for discretionary funding.

Of the discretionary reserves of R289 million at 31 March 2009, 82% has been committed at year end  as follows:
· R194.8 million committed to various projects and funding of the NSDS11.

· Further R35 million put aside for IPAP support.

· Other commitments of R5.9 million for ETQA and RIME projects 
approved to be carried out in 2009-2010.

We thank you for this opportunity to reflect on our HWSETA achievements during the past financial year and wish to assure you of our unwavering commitment to transform the Health and Social Development Sectors using our skills development expertise and resources.
Any questions?
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