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Presentation by CCMA Governing Body Chairperson (Acting)
Mr Bheki Ntshalintshali
Dated today August 31, 2010


INTRODUCTION

Ladies and gentlemen, good morning/afternoon/evening. Mr Ntshalintshali please to be advised of protocol list

The governing body of the CCMA is pleased to have an audience here in Parliament this morning

We embrace this opportunity to address issues that have beleaguered the CCMA for many weeks now and I assure you, on behalf of the governing body and management of the CCMA, that these issues are vexatious to each of us. They trouble us deeply and they worry us

My colleagues and I on the governing body of CCMA have invested much time and energy getting to the bottom of allegations against the CCMA

We have not taken this matter lightly. On the contrary. We have delved deep into the records to determine the source of allegations of impropriety, wasteful expenditure, fraud and corruption that the Auditor general has found in his investigation of corporate governance at CCMA

We have made it our business to get to the root of the accusations because we want the CCMA to be a ship that’s run tightly, and that’s run efficiently

This organisation does extremely important work in South Africa. It is an enabling entity for the very machinery of our economy... the relationships of the greater South African workplace

The CCMA has to be beyond reproach in all its business dealings
It has to be beyond approach in corporate governance
It has to be beyond reproach in matters of its own relationships with its employees
It has to be beyond reproach in its accounting and financial accountability

The CCMA, in short, needs to set an Explanation. And it needs to set an Explanation that is faultless

It needs to hold itself up as a barometer by which corporate governance in other entities, both public and private, may measure themselves

And this is why we welcome engaging with you today.

CCMA has always willingly held itself open for scrutiny. We welcome such scrutiny. We invite it, even. For believe that it is public examination and interrogation that gives evidence of CCMA’s transparency. And without evidence of our transparency, our declarations of good governance and integrity are hollow.

We are here today to tell you that our own extensive investigations into the business of CCMA have found that some of the allegations had long been identified and the organisation had begun addressing them and  reported to the board by management We are also here to tell you that there is no foundation at all in most of the allegations made against the CCMA that there is fraud and corruption as can be attested by the Auditor General in their report which is found on page 15 of their report

Where allegations were justly made, we have or had already put steps in place to a) rectify those situations; b) to ensure that oversights such as the ones the Auditor General found never happen again at CCMA; and c) to limit the damage as much as possible where that damage may be limited

We don’t believe there is any more we can do. We are committed to correction and we have started applying correction already. We also wish to categorically state that no one is,or has unduly benefited from these irregularities.








Let me give you some explanations some of the findings by the Auditor General of South Africa:

Explanation ONE 

The Auditor General made a finding about the BEE credentials of one of the service providers on ICT – printing services. The CCMA should have better checked the BBBEE credentials of a supplier who misrepresented those credentials before awarding work to that supplier. They had terminated the contract on the 29th December 2009; furthermore the CCMA has put steps and systems in place. As from April 1, 2010 all suppliers are required to submit a valid BEE verification certificate from a DTI accredited company with SANAS certification to prove, beyond doubt, their BBBEE credentials. We do this not only because it is a requirement of law... but because it’s the right thing to do.

Explanation – TWO 

Where the Auditor General identified a payment error – that being that  the CCMA paid more for the services of a contractor than CCMA initially agreed to pay: CCMA has gone back and interrogated the invoice against the cost estimate. There was an error at  the invoicing stage from the supplier that was a  lack of vigilance at CCMA did not pick up. We thank the Auditor General for his vigilance and for finding this error. CCMA has been in touch with the supplier, who acknowledges this error. CCMA is in the process of recovering the money. More important, we are putting systems in place to make sure this does not happen again. CCMA is determined to pay fairly for work fairly and well delivered. We will not exploit suppliers. But we will also not gratuitously enrich them, either. Again, we thank the Auditor General for pointing out the error to enable us to claim back money that may be invested elsewhere

Explanation – THREE 

We also thank the Auditor General for identifying breaches in CCMA procedures around extending a supplier contract to maintain the servers. We acknowledge management oversight in one particular contract where a supplier had his contract routinely extended without his services or costs being subjected to the competitive process that applies in such matters for all public entities. This was a management oversight which started as far back as 2001 to date. And the oversight has now been rectified chiefly through the implementation of a ‘Decision Register’ at CCMA that will track all contracts to ensure that they comply fully with good, correct and adequate procedure

Explanation – FOUR 

We acknowledge, too, that payments made to one service provider contravened the ceding policy. Our oversight was that we paid the supplier in instalments for commodities supplied in batches. Ultimately, the supplier was paid in full for all services and goods delivered. CCMA has taken steps to ensure the ceding policy is not breached again. However, we need to point out that there was a fair monetary and service exchange in this case

Explanation - FIVE 

We acknowledge oversights with regard to deductions of PAYE which occurred from March 2003 after the practice note on independent contractors was issued by the South African Revenue Services. However it is important to note that the issue was identified a while back, reported to the board, who were monitoring progress. It was nothing new and hence was an especially worrying accusation for us, and we examined the context and history of the problem very, very carefully. The historic context giving rise to this issue is especially relevant and dates back to 1996 when CCMA was established. At that time, part-time commissioners were treated as independent contractors for tax purposes. This was a situation that endured until February 2007. And so, CCMA did not deduct PAYE tax from them. Tax regulations have changed and CCMA has brought its tax practices fully in line with the new regulations. CCMA was never ‘investigated’ (as the Auditor General says) by SARS. CCMA management (after identifying the error) approached SARS to find a way in which the historic error could be corrected. SARS and CCMA have acted in concert in solving the error and making sure CCMA complies fully with all tax legislation. Management is working to make sure this kind of problem doesn’t recur. CCMA continues to have an excellent relationship with the South African Revenue Service. The CCMA is recovering this money from the affected commissioners who were contracted to the CCMA at the time (i.e. from March 2003 to February 2007.)




Explanation – SIX 

The Governing Body is completely satisfied that a late payment to the Provident Fund was completely beyond CCMA management’s control. CCMA experienced cash flow problems a year ago... cash flow problems caused by late payment of monies to CCMA by the Department of Labour(even though an undertaking to pay over the CCMA drawdown early was given in the Board) . CCMA could not pay its subs to the Provident Fund because it did not have the money to pay those subs.The CCMA has budgeted and calculated its finances based on the undertaking. As a result penalty fees were incurred. When the money was received, two weeks after it was due, CCMA immediately settled its account with the Provident Fund. Unfortunately, this was too late to prevent penalty fees being incurred.The CCMA acknowledges given its status in the Labour market that this was not exemplary ,but management acted in good faith in these circumstances.

Explanation – SEVEN 

When a part-time commissioner was granted an advance on his salary in January last year, he was advanced more money than policy allowed him to receive, and the money was paid back over a longer period of time than is permitted. This was an unacceptable situation. Of course, there are reasons that this happened. Those reasons are largely personal and the commissioner in question found a sympathetic person at CCMA who was willing to help him out of a financial quagmire. The individual also considered this role for the CCMA as a benevolent employer.  This aside, it was irregular and violated policy. However, CCMA has recovered the full sum of the salary advance, and has taken appropriate steps against the employee who approved the advance and its payback terms. I assure you that this situation will not happen again.

I have, of course, summarised each situation where CCMA admits it may have been not totally compliant. There will be more than enough time to interrogate the details on each of the Auditor General’s points. However, I need also to spend a bit of time going over the remainder of the Auditor Generals points against CCMA. Because many of his accusations against us are without foundation and are not an accurate reflection, we believe, of CCMA governance or record of business



Explanation – EIGHT 

Let’s take, for Explanation, the Auditor General’s point that CCMA had no need to hire a process systems, structure, innovation and design service provider and that this service provider received payment in spite of the fact that the Auditor General said he could find no significant changes in either processes or operations brought about by recommendations of that service provider.  The Governing Body is satisfied that this company’s services were, indeed, required at CCMA and that profound and positive structural changes have come about as a result of its professional services and recommendations to CCMA. For Explanation, CCMA now has a corporate structure where this was absent before. Several units (required by law) have been set up as a direct result of recommendations made by the service provider. They include the Supply Chain Management Unit; the Risk Unit; and the Offices of the Chief Financial Officer and General Manager: Corporate Services all of this was put in place to strengthen governance.

Explanation – NINE 

The Auditor General also accuses CCMA of wasting money on commuting costs of personnel who were appointed and who travelled between their places of residence and Johannesburg. These costs, the Auditor General says, were extravagant and wasteful. When we take a look at the specific incidences the Auditor General identifies, we see that in one case allowing the staff member to travel between her home and Johannesburg was cheaper than the costs would have been to relocate her. Furthermore these costs were contracted and approved in advance of employing the employee, and as the Auditor General finds, were in terms of policy..In another case, the staff member in question actually did relocate. His travel expenses were regular cost to company expenses that would have been incurred for his work-related travel no matter where he lived. It mystifies and confounds us that the Auditor General could make an allegation of fruitless and wasteful expenditure in these instances and we must say, with respect for his office, that the Auditor General was wrong




Explanation – TEN 

Where the Auditor General says that the CCMA only sought quotations and bids from a single service provider... this was because only one IT service provider possessed the technology compatible with CCMA’s barcode system. It made no sense at all to seek competitive bids. The Auditor General has also captured this point that it was a sole provider, however the accounting officer should have recorded the reasons. The CCMA has now implemented a register for “Accepted Deviations” maintained by the accounting officer.

Where again the Auditor General in their statement to Parliament on the 17th August 2010 allege that there was a splitting of quotations in the CCMA to the value of R612,760. There was no splitting of quotations, the amounts quoted is attributed to a one service provider who provided advertising services on HR vacancies to the CCMA from as far back as 2004, the new management when they became aware of this arrangement, set up additional SCM processes. The context is that the service provider was asking for quotations from different publications and offered the CCMA the cost effective publication, the view of the people involved at the time thought three quotations were sought albeit by the service provider and that they complied with the SCM process of three quotations.   

Explanation – ELEVEN 

Where the Auditor General finds that the CCMA had appointed a service provider who did not provide the lowest quotation. The purchase order documents of the SCM unit show that of the three quotations requested for the purposes of acquiring services, the lowest quote was from a service provider who was not able to produce a valid tax clearance certificate. Hence did not meet the “other” SCM requirements.

Explanation – TWELVE 

Where the Auditor General notes that the CCMA paid more for goods from a service provider than the sum originally agreed on, this was because of fluctuations in the foreign exchange rate for goods that needed to be imported. The rationale for the difference in payment is duly and correctly noted in all CCMA’s accounts and administration records


Explanation – THIRTEEN 

The Auditor General also makes a number of points about other tax irregularities apparently committed by CCMA. In one instance, a supplier’s VAT registration number was incorrectly captured by the Auditor General, this was pointed out by management. This error, however, was quickly noted and corrected by the Auditor General. CCMA has investigated each of this other allegations, and put on record that every single supplier to CCMA is VAT registered. CCMA is in possession of valid tax clearance certificates of all suppliers. The Auditor General did not ask for these. Had he asked for them, they would have been provided.

IN CONCLUSION

CCMA welcomes investigation into its business affairs and decisions. Where fault is found, and justifiably found, CCMA Governing Body will do everything to rectify that fault. However, CCMA Governing Body cannot accept liability for charges it either is innocent of, or has no control over

In conclusion the CCMA has continued to deliver on its mandate while it has been sorely distracted by the allegations made against it. As will be seen when its annual report is presented to this committee shortly, it has continued to deliver on and improve its work and mandate. In addition we find ourselves in the midst of a heavy strike wave, and continue to play a significant role in trying to support our stakeholders in resolving their differences. These events unfold whilst less public labour disputes that require conciliation, mediation and arbitration continue

CCMA strives to be a dynamic player and a leader in the facilitation of social dialogue on labour market issues related to its mandate. CCMA strives to be a champion of employment and job security

CCMA is committed to excellent corporate governance and will remain so committed 

We welcome engaging with you on the Auditor General’s report on the CCMA

However, CCMA wants, too, to continue in its very important work and in delivery of its mandate to both its shareholder and to the people of South Africa... no matter on which side of the negotiation table they sit, and which side of a dispute they champion

I thank you 

Ends



