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BRIEFING TO THE PORTFOLOIO COMMITEE ON INDALO YETHU AND BUYISA-E-BAG
1 PURPOSE 

1.1 To inform you of the progress with winding up the operations of Indalo Yethu and Buyisa-e-Bag and of way-forward with regard to the functions of these entities.
2 INDALO YETHU
Reasons for dissolving the Indalo Yethu Trust
2.1 Indalo Yethu was established in terms of a Memorandum of Understanding concluded between the Department of Environmental Affairs (DEA) and The Wildlife and Environmental Society of South Africa (WESSA) in August 2005, to establish and develop a trust that was to serve as an institution with the objective of developing and implementing the National Environmental Awareness Campaign.
2.2 The trust agreement stated that the primary goal of the Trust shall be to design and implement an environmental awareness campaign, which, premised on sustainable development principles, will seek to encourage responsible environmental practice within and across all sectors and levels of society. To this end the Trust's shall, amongst others,:
· serve as an endorsement brand; 

· conduct an extensive communications, marketing and outreach campaign;

· establish and/or enter into partnerships; and

· generate the income required to enable the smooth running of the Trust.  
2.3 In terms of section 38(1)(m) of the Public Finance Management Act, 1999 (Act No.1 of 1999), the Department was obliged to seek Treasury approval before an entity such as the Trust could be established. This approval was however not obtained which resulted in the establishment of the Trust being ultra vires. When the error was discovered in 2008, Treasury was informed of this and advice was sought on avenues to rectify the situation. In order to continue with the operations of Indalo Yethu whilst the investigation on the future form continued, a further Memorandum of Agreement was signed with WESSA.

2.4 The Department undertook a review of the operations of Indalo Yethu to investigate the possibilities for amending the corporate form of the Trust and as well as the financial viability of these corporate forms.

2.5 One of the main conclusions drawn from the review undertaken by the DEA, was that the operations of Indalo Yethu could not be supported from the R4 million per year received from the DEA.

2.6 The intervention by the Department to support the Eco-town programme, was a measure to help Indalo Yethu with financial sustainability when it became evident that Indalo Yethu could not raise sufficient revenue to sustain its operations. 
2.7 Furthermore, the review highlighted that the cost of compliance with regard to statutory requirements associated with a government component and a public entity is very high. There is simply no corporate form that can be sustained with a budget of R4 million.

2.8 The main focus of Indalo Yethu was supposed to be the development of an eco-labelling scheme. A study with regard to the development of an South African National Eco-labelling Scheme, indicated that financial self-sustainability for such an institute may only be achieved in the long term, but that it is likely that some form of government funding would be always be required.  

2.9 As it was never the intention of the DEA to fund the operations of Indalo Yethu in perpetuity as the Trust was supposed to generate sufficient income to support its operations, DEA engaged the Trustees in this regard.
2.10 Following engagement with the Board of Trustees, the Trustees passed a resolution with regard to the intention to dissolve the Trust.
Progress with dissolution process
2.11 A service provider was appointed by DEA to assist the Trustees with the dissolution of the Trust and work is progressing speedily. The operations of Indalo Yethu were wound up on 31 December 2012. All staff members contracts terminated on 31 December 2012, staff accepted a gratuity amount that was offered by the Trustees.
2.12 It is estimated that dissolution of the Trust will be submitted to the Master of the High Court by May 2013, depending on the finalisation of some outstanding legal matters.
Development of a national eco-labelling scheme

2.13 The National Cleaner Production Centre of South Africa (NCPC-SA) it is a key industrial sustainability programme of the Department of Trade and Industry (the dti), hosted at the CSIR. Its mandate is to enable South African industry to increase its competitiveness and sustainability through more resource efficient and cleaner production.

2.14 DEA has entered into negotiations with the NCPC and in principle agreement has been reached that the NCPC will further investigate the possibilities for the development of a national eco-labelling scheme.

3 BUYISA-E-BAG

Reasons for winding-up Buyisa-e-Bag

3.1 The decision to wound up Buyisa-e-Bag followed a review process undertaken by the Department following concerns about amongst others the governance, expenditure and performance of the company. The Department concluded that the company had failed to meet the objectives as set out in the founding MoA between Government, Labour and Industry. At the heart of the problem appears  to be the  "founding" Memorandum of Agreement  that required the setting up of a Section 21 Company (that must comply with the Companies Act), but which is solely funded with public funds (which means that the Company must also comply with the PFMA).
Progress with winding-up process
3.2 The Department appointed a service provider to, amongst others, facilitate the winding-up; determine the assets and liabilities of the company; assist the DEA with the incorporation of the staff and functions into the DEA. 
3.3 All staff accepted offers of employment from the Department and assumed duty on 1 February 2012. 
3.4 The process to wound up the Buyisa-e-Bag has proven more complicated than expected. This is mainly due to the many governance problems that existed within Buyisa-e-Bag, for example it has been difficult to determine to correct opening and closing balances for the financial statements, as previously Buyisa received qualified audit statement. Furthermore, contracts that needed to be cancelled only came to light during the past year. It was expected that contracts with regard to projects would be ceded to DEA, for DEA to continue with the work, however this was not possible due to the way the contracts were drafted.
3.5 Only once all liabilities have been cleared, can Buyisa be deregistered, DEA is committed to finalise these outstanding matters as soon as possible, and the Company should be deregistered early in the new financial year.

Continuing with the functions within DEA
3.6 DEA remains committed to achieving the intended objectives of Buyisa which are among others, the expansion of waste collection networks, the establishment of rural waste collection SMMEs, creating additional capacity in NGOs, job creation, improving skills and re-skilling workers in the plastics field.

3.7 Correspondence was send to all projects that were supported by Buyisa to establish a way forward and the terms and conditions of DEA’s support in future. 

4 RECOMMENDATIONS
4.1 It is recommended that you note the progress with winding up the operations of Indalo Yethu and Buyisa-e-Bag and of way-forward with regard to the functions of these entities.
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