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PART A
GENERAL

INFORMATION

|. DEPARTMENT GENERAL INFORMATION

PHYSICAL ADDRESS: 77 Meintjies Street Sunnyside
Pretoria
0001

POSTAL ADDRESS: Private Bag X672
Pretoria

0001

TELEPHONE: 0861 843 384
(select Option 2)

EMAIL: sbinfo@dsbd.gov.za

WEBSITE: www.dsbd.gov.za
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2. LIST OF ABBREVIATIONS/ACRONYMS

AHI Afrikaanse Handelsinstituut MoU Memorandum of Understanding

APP Annual Performance Plan MP Member of Parliament

ARC Agricultural Research Council MPSA Minister of Public Service and Administration

BAC Bid Adjudication Committee MTSF Medium-Term Strategic Framework

BBC Black Business Council NAFCOC National African Federated Chamber of Commerce
BEC Bid Evaluation Committee NCEDA  Northern Cape Economic Development Agency

BSC Bid Specifications Committee NEDLAC  National Economic Development and Labour Council
BBSDP Black Business Supplier Development Programme NDP National Development Plan

CCDI Cape Craft Design Institute NGP New Growth Path

(@) Cooperatives Incentive Scheme NIBUS National Informal Business Upliftment Strategy

DDG Deputy Director-General PALAMA  Public Administration Leadership and Management Academy
DG Director-General PFMA Public Finance Management Act, 1999 (Act | of 1999)
DPME Department of Planning, Monitoring and Evaluation PoA Programme of Action

DPSA Department of Public Service and Administration PSCBC Public Service Co-ordinating Bargaining Council
DSBD Department of Small Business Development SALGA South African Local Government Association

ECDC Eastern Cape Development Corporation SALH South African Lifestyle Hub

EDD Economic Development Department SATA South African Spaza and Tuck-Shop Association

EEDP Emerging Enterprise Development Programme Seda Small Enterprise Development Agency

EIS Enterprise Incubation Support Sefa Small Enterprise Finance Agency

EXCO Executive Committee Seif Shared Economic Infrastructure Facility

FDC Free State Development Corporation SMME Small, Micro and Medium Enterprise

GDP Gross Domestic Product SMS Senior Management Service

GTA Gauteng Tourism Agency SOE State Owned Enterprise

IBUF Informal Business Upliftment Facility TBDSA Township Business Development South Africa

IDC Industrial Development Corporation the dti Department of Trade and Industry

ILO International Labour Organisation TVET Technical and Vocational Education Training Colleges
IMEDP Informal and Micro-Enterprise Development Programme UK United Kingdom

ISP Incubation Support Programme UNCTAD United Nations Conference on Trade and Development
[TUP Informal Trader Upliftment Programme USA United States of America

LED Local Economic Development WBDS Women Business Development Scheme

M&E Monitoring and Evaluation WIPO World Intellectual Property Organisation

MIinMEC  Ministers and Members of Executive Council YBBSDP  Youth Black Business Supplier Development Programme
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MINISTER'S

FOREWORD

Lindiwe Zulu
Minister of Small Business Development
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3. FOREWORD BY THE MINISTER

| am pleased to present the first independent
annual report compiled by the Department of
Small Business Development (DSBD) since its
establishment in 2014.

The economic challenges of the past vyear,
influenced by a slow-down in economies
worldwide, heightened expectations of the
department to help create a more inclusive and
transformed economy in which small, micro and
medium-enterprises (SMMEs) can contribute
more significantly towards the country’s GDP.
The mandate and work of the department has
found traction in both the public and private
sectors, where there is a willingness to support
and partner with the DSBD to achieve its goals
and objectives.

During the 2015 State of the Nation Address,
President Jacob Zuma outlined the government-
wide Nine-Point Plan to propel the South African
economy onto a new growth trajectory. The
‘Unlocking the Potential of SMMEs, Cooperatives,
Township and Rural Enterprises’ pillar of this
plan creates a framework for the work of the
DSBD to contribute to the country’'s economic
development objectives. This includes advocating
for provincial and local government support to
implement a number of interventions across all
spheres of government.

Since its establishment in 2014, the department
has implemented a strategic plan with a budget,
structure and programmes adopted from the
Department of Trade and Industry (the dti) while
the Macro Reorganisation of the State (ENMOS)
process, which includes a new structure, budget
and systems, was underway. Although these
circumstances created a challenging business
environment for the DSBD, it also provided
an opportunity to engage with government
structures and the business community in the
development of a new strategy.

During the reporting year, the DSBD
comprehensively reviewed the programmes
transferred from the dti and its agencies, the
Small Enterprise Development Agency (Seda)
and Small Enterprise Finance Agency (Sefa).
The findings contributed to developing a
strategic service delivery model and high-impact
programmes, as well as adopting programmes
that have already made a difference and have the
potential to enhance the development of small
businesses and cooperatives. This work will be
refined further during the year ahead.

Despite its challenging business circumstances,
the DSBD has made good progress since its
inception in 2012, This includes an increase in
Sefa’s funding approvals to R3.6 billion, with more
than R3.2 billion disbursed to over 200 000 small
businesses. During the 2015/16 financial year

alone, Sefa approved RI.I billion in loan facilities
and disbursed RI.| billion.

Seda also progressed well with its capacity
building and technology-related programmes
through a national office network. Informal
business support has found traction, with
some provincial governments having developed
strategies or programmes to support the small
business segment.

During the review period, the DSBD provided
61 youth-owned enterprises with RI7.9 million
in funding through the Cooperatives Incentive
Scheme, while R35.9 million was disbursed to 17
women-owned enterprises. The Black Business
Supplier Development Programme provided 325
women-owned enterprises with funding of R45.2
million.

The department also launched and adopted
three flagship programmes. The New Generation
Cooperatives Programme was launched during
the visit of Mr Mark Rutte, the Prime Minister
of the Netherlands to South Africa in October
2015; the National Gazelles Programme was
launched in September 2015 with 40 enterprises
selected as participants; and the online portal,
FinFind, facilitated enterprise finance and related
mentorship support within three months after its
launch in October 2015.
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Going forward, the broad focus of the
department’s new five-year strategy includes
policy and strategy development, continuous
support to the small business sector and new
and innovative programmes. A strategic focus on
financial and non-financial support to informal,
township and rural enterprises will emphasise the
mainstreaming of women, youth and people with
disabilities.

Giving effect to this mandate
stakeholder support. The DSBD is building strong

requires

partnerships through transversal agreements
with other government departments and private
sector organisations. | am confident that with the

tangible support of our partners, the DSBD will
achieve its strategic outcome-orientated goals
and objectives.

I would like to acknowledge my office, the Deputy
Minister, the Director-General and officials
in the department, my Cabinet colleagues,
small business formations and individuals in the
private sector who supported the DSBD during
the past year Their support has strengthened
our commitment to radically transforming the
participation of SMMEs and cooperatives in the
mainstream economy.

We hereby present the Annual Report of the
Department of Small Business Development for
the 2015/16 financial year.

‘ p)ule

Ms Lindiwe Zulu, MP
Minister, Small Business Development
31 July 2016
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4. REPORT OF THE ACCOUNTING OFFICER

4.1 Overview of the operations

This is the first annual report of the Department
of Small Business Development (DSBD) since its
proclamation on 7 July 2014. The 2014/15 annual
report was presented as a section of the dti annual
report since, at the time, the departments shared the
same budget vote.

The DSBD was established through the migration
of the small business and cooperative enterprise
development functions from the dti’s Broadening
Participation Division to the department. Following
the finalisation of the migration administrative
processes, the DSBD reviewed and aligned the
dti-inherited programmes with its mandate and
prioritised those that respond to the challenges
confronting small businesses.

Recommendations from the programmes review
included improving the value of potentially high-
impact initiatives; mainstreaming programmes that
can be delivered with existing resources; discontinuing
those with minimal impact and not aligned with
our mandate; and transferring the implementation
of relevant programmes to our agencies that will
review the programmes before transfer. The DSBD
and its agencies interrogated the implications of
the programmes review report and will start
implementing the recommendations in the new
financial year (2016/17).

The DSBD continued to implement the dti-
transferred programmes during the 2015/16 financial
year in tandem with the programmes review process.
As a result, 238 cooperative enterprises and 620
SMMEs received financial support and | 037 informal
businesses in partnership with the Wholesale and
Retail Seta received training and equipment.

During the review period, 8 municipalities also
participated in the roll-out of the DSBD’s red-tape
reduction guidelines programme. We partnered
with the International Labour Organisation (ILO) to
assess the implementation of the guidelines in four
municipalities in Kwa-Zulu Natal and the Free State.
Our goal is to ease and ultimately reduce the cost of
doing business.

The department entered into a Memorandum
of Understanding (MoU) with the Netherlands
government to collaboratively develop and improve
the production efficiency and economic viability of
cooperatives. Implementation began with the launch
of the New Generation Cooperative, a unique
concept that incorporates members across the value-
chain to fast-track growth and development.

The DSBD also launched the National Gazelles
Programme, a flagship to identify and nurture high-
performing small businesses. The programme will
help to create employment and provide black-owned,
value-adding and manufacturing-focused enterprises
with managerial skills, access to markets and general

Edith Vries
Accounting Officer

production capacity. The first 40 National Gazelles
and remaining 160 were from 507 qualifying entrants
from key sectors such as manufacturing, ICT,
energy, health, bio-sciences and the green economy.
Customised growth strategies will be developed for
all 40 Gazelles and implemented over a three-year
intensive business support period. The remaining 160
Gazelle applicants were allocated to Seda business
advisors for non-financial support and to prepare
their applications for selection as one of the next 40
Gazelles. Sefa requested the list of the 160 Gazelle
applicants to consider their funding requirements
within the available instruments.
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Finfind, an online portal that is providing small business
entrepreneurs with a much-needed resource through
which to access finance, is another flagship programme
that was launched during the past financial year. The
need for this resource was evident from the [ 665
users who accessed the portal during the first five
months after its launch in October 2015.

The DSBD also entered into agreements with public
and private sector partners to assist small businesses
and cooperatives to market their products and
services and/or access market opportunities. During
the period under review, SAB Miller; a key private
sector partner, opened its supply chain to 18 women-
owned cooperatives. We expect participation in this
initiative to increase to 5 000 in the next five years.
Our public sector agreements with the Departments
of Public Enterprises, Tourism and Social Development
are aimed mainly at assisting SMMEs and cooperatives
to access business opportunities from government
departments and their agencies. As such, our
cooperation with the National Department of Tourism
(NDT) and Department of Social Development
(DSD), specifically, will provide small businesses and
cooperatives with an integrated business development
services offering.

Seda continues to demonstrate remarkable success in
assisting potential and existing small enterprises and
cooperatives. The agency's long-term and outcomes-
orientated client journey model has assisted 74%
of its clients to increase turnover, while 51% now

°
"DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

employ more people. Seda partners with numerous
organisations that offer complementary financial and
non-financial services, which enables the agency to
provide comprehensive support to small enterprises
and cooperatives.

During the past financial year, 10 679 clients
benefitted from Seda interventions, while the
agency's cooperatives, community and public/private
partnership programmes supported |66 primary
and 40 secondary cooperatives. This growing pool
of existing and new entrepreneurs is contributing
meaningfully to the country’s socio-economic growth.

A significant event during the past financial year was
the joint DSBD/Seda hosting of the inaugural Southern
African Business Incubation Conference at which the
Deputy President, His Excellency Mr Cyril Ramaphosa,
delivered the keynote address. Seda’s main objective
with this initiative was to lead a dialogue on aligning the
incubation ecosystem in the country.

During the 2015/16 financial year, the 57 Seda-
supported incubators housed 2 492 small enterprises
and created 2 33| permanent jobs, mainly in the
labour-intensive  agricuftural,  construction  and
manufacturing sectors. Seda is remodelling some of its
high-technology incubators, such as in the ICT, chemical,
bioscience and renewable energy sectors, to create a
balance between high-technology, innovation-focused
and job-creating incubators.

The Seda SMME payment assistance hotline assisted
small businesses to collect outstanding payments for the
delivery of services or products. The hotline handled
| 105 calls and facilitated RI8 million in payments
during the past financial year. Since its establishment
in September 2009, the hotline has helped to secure
more than R480 million in outstanding payments.

The Small Enterprise Finance Agency (Sefa) officially
migrated from the Department of Economic
Development (EDD) to the DSBD on | April 2015.
During the period under review, the agency approved
RI.1 billion in loan facilities and disbursed RI.1 billion
to 45 263 SMMEs and cooperatives through its various
loan distribution channels.

Going forward, township and rural enterprise
development will be a focus area and we will explore a
number of assistance options, including the promotion
of micro-franchising to move entrepreneurs from
marginalised areas into the mainstream economy.

In conclusion, our mandate requires us to create an
enabling environment for the development of small
businesses and work with all spheres of government
to ensure that small enterprises play a critical role in
driving radical economic transformation inthe country.
The private sector is also essential to enterprise
development and we will collaborate closely with this
sector to ensure that well-developed SMMEs and
cooperatives are integrated into the value-chains of
big corporates.



4.2 Overview of the financial results

The department's mandate is to promote the
development of small businesses and cooperatives that
contribute to inclusive growth and job creation. We
provide grants and incentives to clients who qualify
as beneficiaries, many of whom are from historically
disadvantaged backgrounds.

The department is not a revenue-generating entity and
only collects parking fees and commission from third
parties. The RI121 000 collected was R59 000 less than

the estimated R180 000 for the year under review. The
parking fees are related to the number of filled posts
and officials using the parking facilities provided by the
department.

As at 31 March 2016, the DSBD spent RI.I billion or
97.5% of the total adjusted budget of RI.1 billion, which
was an under-expenditure of R28.6 million or 2.5%.

Employee compensation expenditure came to R93.|
million, which was an under-spending of 16.5%. This
was attributable mainly to vacant positions during the

Table |:Programme over/under-expenditure for the 2015/16 financial year

Programme name

Administration

Cooperatives Development

Enterprise Development and Entrepreneurship
Total

Goods and services expenditure was R44.3 million of
the adjusted allocated budget of R53.3 million, which
constituted an underspending of 17%. The under
spending was due mainly to the under-achievement in
deliverables such as the Incubation Support Programme
and Shared Economic Infrastructure Facility, where the
provision for the travel and subsistence was not utilised.

The implementation of cost containment measures on
travel, in line with National Treasury instructions (Note
| of 2013/14) also contributed to the under-spending.

reporting period and the decision not to fill posts until
the findings and recommendations of a programmes
review had been received, discussed and signed-off.
As at 31 March 2016, 29 (16.3%) of the 177 funded
positions remained vacant.

Transfer payments expenditure was R958.2 million of
the adjusted allocated budget of R958.3 million, which
constituted an under-spending of R142 000 (0.01%).
The remaining funds could not be disbursed as the
claims on hand at the end of the financial year were
more than the remaining budget.

2015/2016 2014/2015
Final Actual (Over)/ Under Final Actual (Over)/Under
appropriation expenditure expenditure appropriation expenditure expenditure
R'000 R000 R'000 R'000 R'000 R'000
80 857 66 447 14410 - - -
12241 Il 692 549 - - -
| 034 422 | 020 752 13670 - - -
| 127 520 1 098 891 28 629 - - -

Programme |: Administration

Expenditure for Programme | was Ré6.4 million, or
82.2% of the adjusted budget of R80.8 million, resulting
in an under-expenditure of R14.4 million (17.8%). The
under-expenditure was due mainly to vacancies during
the financial year, which amounted to R9.4 million,
as well as the non-procurement of machinery and
equipment for the new office space before the move
could be completed.

Programme 2: Cooperatives Development

Expenditure for Programme 2 was RI1.7 million or
95.5% of the adjusted budget of R12.2 million, resulting
in an under-expenditure of R549 000 (4.5%). There
were no material variances to explain.

@
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Programme 3: Enterprise Development and Entrepreneurship
Expenditure for Programme 3 was R1.021 billion or 98.7% of the adjusted budget of R1.034 billion, resulting in an under-expenditure of R13.6 million (1.3%).
The under-expenditure was due mainly to vacancies during the financial year; which amounted to R8.7 million, and non-utilised travel and subsistence funds due to the under

achievement of deliverables such as the Incubation Support Programme and Shared Economic Infrastructure Facility as indicated above.

Table 2: Over/under-expenditure for the 2015/16 financial year

Programme name 2015/16

Final Actual (Over)/Under % %

appropriation expenditure expenditure

R'000 R'000 R'000
Administration 80 857 66 447 4410 82.2 17.8
Cooperatives Development 12 241 Il 692 549 95.5 4.5
Enterprise Development and Entrepreneurship | 034 422 | 020 752 13670 98.7 [.3
Total | 127 520 | 098 891 28 629 97.5 2.5

Virement/roll-over
Table 3 depicts the virement requested per programme during the period under review.

Table 3:Virement during the 2015/16 financial year

Programme Adjusted Shifting of funds Virement Final
appropriation R'000 R'000 appropriation
R'000 R'000
[, Administration 81 387 - (530) 80 857
2. Cooperatives Development [1 711 - 530 12 241
3. Enterprise Development and Entrepreneurship | 034 422 - - | 034 422
Sub-total | 127 520 - - | 127 520

A virement of R530 000 from Programme | to Programme 2 was done to augment the overspending on employee compensation in Programme 2.

In line with the MoU that expired on 31 March 2016, the DSBD relied mainly on the dti’s SCM processes and systems to detect and prevent irregular expenditure. Since
then, the DSBD established governance committees, specifically the Bid Committee and Budget Committee, to put in place SCM processes and systems to detect and prevent
irregular expenditure.
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Table 4: Gifts, donations and sponsorships for the 2015/16 financial year

Name of organisation Nature of gift, donation or sponsorship 2015/16
R'000

Received in kind

International Labour Sponsored an expert meeting on enterprise formalisation in Italy; donated flights and accommodation for a DSBD 327

Organisation official to attend training at the Academy on Sustainable Enterprise Development in Zambia; and provided technical

support to officials in the informal business unit of the DSBD

United Nations Women Tuition fees for the Women Economic Empowerment Conference in the Seychelles 27

Total 354

Future plans

The DSBD's future plans are included in the revised 2015-2019 Strategic Plan and 2016-2019 Annual Performance Plan and aligned with the government priorities and

outcomes for the 2014- 2019 electoral period.

4.3 Services provision
4.3.1 Services rendered

The department is responsible mainly for formulating
and implementing policies to create an environment
conducive to the development and promotion of
small businesses and cooperatives by providing
enhanced financial and non-financial business support
services. These services are also offered by the public
entities that report to the DSBD, namely the Small
Enterprise Development Agency (Seda) and Small
Enterprise Finance Agency (Sefa).

The department improved internal controls to ensure
efficient and effective service delivery. The Minister
received quarterly financial reports with spending
trends in terms of the PFMA, 1999, as amended.
Financial performance reports were discussed during
Executive Committee meetings and National Treasury
received monthly expenditure compliance reports
signed by the Director-General (or Acting Director-
General, where applicable). Senior management also
monitored and discussed the department’s spending
trends at their meetings.

The department gratefully acknowledges the support
from small business stakeholders and willingness of the
national provincial and local government departments

to collaborate in the interest of creating radical socio-
economic transformation and service delivery in
South Africa.

C N

Ms EdithV Vries
Accounting Officer
31 July 2016
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5. STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF ACCURACY FOR

THE ANNUAL REPORT

To the best of my knowledge and belief, | confirm the following:
All information and amounts disclosed are consistent throughout the annual report.
The annual report is complete, accurate and free from any omissions.

The annual report was prepared in accordance with the guidelines for annual
reports issued by National Treasury.

The Annual Financial Statements (Part E) were prepared in accordance with the
modified cash standard and relevant frameworks and guidelines issued by National
Treasury.

The Accounting Officer is responsible for the preparation of the annual financial
statements and the judgements made in this information.

The Accounting Officer is responsible for establishing and implementing a system of
internal control designed to provide reasonable assurance about the integrity and
reliability of the performance and human resources information and annual financial
statements.

"DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

The Auditor-General of South Africa expressed an independent opinion on the
annual financial statements.

In- my opinion, the annual report fairly reflects the operations, performance
information, human resources information and financial affairs of the DSBD for the
financial year ended 3| March 201 6.

C N

Ms EdithV Vries
Accounting Officer
31 July 2106




6. STRATEGIC OVERVIEW

6.1 Vision

Our vision is to achieve a radically transformed
economy through the effective development and
increased participation of SMMEs and cooperatives in

the mainstream economy.
6.2 Mission

Our mission is to create an environment conducive
to the development and growth of small businesses
and cooperatives through the provision of enhanced
financial and non-financial support services to:

. improve competitiveness

. increase market access

. promotion of entrepreneurship

. advancing localisation and leverage public and

private procurement.

6.3 Values

The Department of Small Business Development
adheres to the following values:

Customer-focused
Integrity

Honesty

Efficiency
Accessibility

Commitment
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7. LEGISLATIVE AND OTHER MANDATES

A summary of key policies and legislation follows below:
7.1 Constitutional mandate

The DSBD derives its legislative mandate from the Supreme Law of the Republic, the Constitution of the Republic of South Africa, 1996 (No. 108 of 1996), within the purport
of Section 22.

7.1.1 Section 22 enshrines freedom of trade, occupation and profession and states that “Every citizen has the right to choose their trade, occupation or profession freely. The
practice of a trade, occupation or profession may be regulated by law.”

7.2 Legislative mandate

Table 5: Legislation and responsibilities

Legislation Purpose

7.1.1 National Small Business Act, 1996-(Act 102 of 1996, as amended in 2004) and To provide for the establishment of the National Small Business Advisory Council
thereinafter referred to as the National Small Business Amendment Act, 2004  and Small Enterprise Development Agency and provide guidelines for organs of

(Act 29 of 2004) state to promote small business in the Republic and related matters.
7.1.2 Preferential Procurement Policy Framework Act, 2000 To ensure that government's preferential procurement procedures are aligned with
(Act 5 of 2000) the aims of the Broad-Based Black Economic Empowerment Act, 2003 and the
associated Codes of Good Practice.
7.1.3 Cooperatives Act, 2005 To provide for the formation and registration of cooperatives; establish a
(Act 14 of 2005) Cooperatives Advisory Board; wind up of cooperatives; repeal Act 91 of 1981; and
related matters.
7.1.4 Broad-Based Black Economic Empowerment Act, 2003 To establish a legislative framework for the promotion of black economic
(Act 53 of 2003) empowerment; empower the Minister to issue Codes of Good Practice and publish

transformation charters; establish the Black Economic Empowerment Advisory
Council; and provide for related matters.

7.1.5 Public Finance Management Act, 1999 To regulate financial management in the national and provincial governments and
(Act | of 1999) ensure that government resources are managed efficiently and effectively.

7.1.6 Public Service Act, 1994, as amended To provide for the organisation and administration of the public service and
(Act 103 of 1994) regulation of the conditions of employment, terms of office, discipline, retirement

and discharge of members of the public service.

"DEPARTMENT OF SMALL BUSINESS DEVELOPMENT



7.3 Policy mandate

While the supreme development goals of South Africa
are enshrined in the Constitution of the Republic of
South Africa, 1996, the NDP 2030 provides a bold
and long-term development outlook that defines a
desired destination for all South Africans and identifies
the roles for the different sectors of society to reach

that goal.

The NDP was developed to create an economy in
South Africa that is more inclusive and dynamic and in

¥ e

——

.
4
-

which the fruits of growth are shared more equitably.
The plan envisions an economy that provides full
employment by 2030 and serves the needs of
all South Africans from different racial, social and
economic backgrounds. As such, the economy will
be more inclusive, grow faster; eliminate poverty and

reduce inequality.

The DSBD plays a major and direct role in
implementing Chapters 3 and 6 of the NDP that,
respectively, deal with the economy and employment,
and inclusive rural growth. The department's goals

and objectives are set to increase the participation of
small businesses and cooperatives in the mainstream
economy and contribute to employment and
economic growth. These include creating an enabling
environment for competitive small businesses and
cooperatives to stimulate jobs and wealth creation,
providing business support services to the small
business and cooperatives sectors and targeted
support to informal businesses, small businesses and
cooperatives in townships and rural areas.
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8. ORGANISATIONAL STRUCTURE

Minister
Ms Lindiwe Zulu

Deputy Minister
Ms Elizabeth Thabethe

Accounting Officer
Prof Edith Vries

DDG CD CD Chief Financial Director Internal CD DDG
Cooperatives Communication Corporate Officer Audit: Strategic Enterprise
Development: and Marketing: Services: (Vacant) Ms Nobuhle Management: Development and

Mr Lindokuhle Mr Cornelius Ms Phinah Buthelezi Mr Mzoxolo Maki Entrepreneurship:

Mkhumane Monama Mukwevho Mr Mojalefa
(Acting) (Acting) Mohoto (Acting)
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9. ENTITIES REPORTING TO THE MINISTER

Two public entities report to the Minister of Small Business Development.

Table 6: Public entities that report to the Minister of Small Business Development

Name of
entity
9.1  Small Enterprise

Development Agency
(Seda)

9.2 Small Enterprise Finance
Agency (Sefa)

Legislative Financial
mandate relationship

National Small Enterprise Act, 1996 (No.102  Transfer payment
of 1996), as amended in 2004

Section 3(d) of the Industrial Development None
Corporation Act, 1940 (No. 22 of 1940) (IDC
Act)

Nature of
operations

Seda provides non-financial business development and
support services to small enterprises in partnership with
other role players in the small business development
environment. Seda’'s mission is to develop, support and
promote small enterprises to ensure. their growth and
sustainability.

Sefa provides access to developmental finance to
survivalist, micro, small and medium businesses throughout
South Africa.
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PART B:
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|. AUDITOR GENERALS REPORT ON PREDETERMINED OBJECTIVES

The Auditor-General of South Africa (AGSA) currently performs the necessary audit procedures on the performance information to provide reasonable assurance in the
form of an audit conclusion. The audit conclusion on the performance against predetermined objectives is included in the report to management, with material findings
reported under the Predetermined Objectives heading in the Report on other legal and regulatory requirements section of the auditor’s report.

Refer to paragraphs 1.9 to .30 contained in the Report of the Auditor-General on pages 86 to 89.

@
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2. OVERVIEW OF DEPARTMENTAL PERFORMANCE

2.1 Service delivery environment

Globally, small, medium and micro enterprises (SMMEs) are key drivers of growth and job creation in the better performing and more stable economies, such as in

Germany, India, Malaysia, the People's Republic of China and Taiwan, where small businesses represent over 95% of the total business sector and employ between 60%

and 85% of the total work force (refer to the Table 8).

Table 7: Comparative analysis of the contribution of small businesses

Country
United Kingdom 99% of businesses

Australia 96% of businesses
Taiwan

Latin America

People’s Republic of China
South Africa

99% of businesses
99% of businesses

98% of businesses

Locally, however, the small business contribution to
and participation in the South African economy is
far below its potential. According to the 2014 GEMS
and Q2 2015 Stats SA Quarterly Labour Force
Survey Data, small businesses represent 98% of the
registered businesses and employ 47% of the total
workforce in South Africa.

The South African perspective

There has been a growing awareness of the
significant role that SMMEs can play in economic
growth and transformation in South Africa and the
greater capacity of small businesses, as opposed to
big business, to stimulate the economy. According
to Colin Coleman, “South Africa can achieve 5%

. DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

Representation

[,3 million or 97.6 % of businesses

Employment
60% of employees

63% of all workers employed, of whom 93.5 % are

employed by micro enterprises
78.3% of employed persons
67% of all employees

84% of the workforce

47% of the workforce

growth over the next five years if Government and
the private sector together invest RI2 billion in 300
000 new small businesses every year in the next five

years.”"

The New Growth Path is a broad framework that
sets out a vision of creating five million jobs and
reducing the country’s unemployment level, one
of the highest in emerging market countries in the
world, from 25% to 15% over ten years. The ethos of
the NGP is similar to that of the MTSF, namely policy
coherence through partnerships among key societal
players, business and government.

I Colin Coleman is the Head of Goldman Sachs, sub-Saharan Africa.

Economic value

Gross value-add: 49.8% of the UK

economy
33% contribution to GDP

31.5% of total sales

30% of total exports

74% of sales

42% contribution to GDP

While seemingly a daunting task, Government
initiatives are ensuring that the value of SMMEs is
acknowledged and that they take up their rightful
place within the South African economy.

As the voice for the cause and aspirations of SMMEs,
the DSBD identified their challenges and is mobilising
all spheres of government and the private sector to
address these decisively and redefine the policy,
legislative and regulatory environment in which small
business can exists alongside big business. Small
enterprise development contributes to matching
technical support to available financial support,
which increases SMME access to markets and funding
opportunities and improves their understanding of
the economy in which they function.



Research suggests that growth in the SMME sector is
impeded mainly by its regulatory framework, as well
as a lack of business acumen and understanding how
the economy works. Government’s commitment to
legislative reform will simplify the SMME regulatory
environment and guarantee improved access to the
public procurement system. The legislative reform
includes the revision of the Small Business Act, 2015
and the Preferential Procurement Policy Framework
Act, 2000 (PPPFA).

In 2015, a review of supply chain procurement in the
public sector confirmed that in the 2013/14 financial
year, government had spent R500 billion on the
procurement of goods, services and construction.
Even a portion of that money directed to SMMEs
would contribute significantly to their sustainability. In
addition to amending the PPPFA, which will be led by
National Treasury, the DSBD will develop guidelines
and a Monitoring and Reporting Framework for
departments involved in this important matter,

Government's Nine-point Plan includes the intention
to “Unlock the Potential of SMMEs, Cooperatives,
Township and Rural Enterprises” and thereby achieve
a radical economic transformation. This may need
the introduction of new models, as the old way of
addressing the concerns of SMMEs did not deliver
the required results.

There is consensus about the need to leverage the
interventions of other government departments,

agencies and the private sector in small business
development to achieve the desired state of a well-
functioning and successful small business eco-system.

Our mandate, to lead an integrated approach to the
promotion and development of small businesses and
cooperatives through a focus on the economic and
legislative drivers that stimulate entrepreneurship to
contribute to radical and economic transformation,
puts the DSBD at the forefront of leading and co-
ordinating small business development. To do this, the
department’s structure reflects its strategic outcome-
orientated goals and medium-term strategic objectives.

2.2 Service Delivery Improvement Plan

The department will finalise its Service Delivery
Improvement Plan in the 2016/17 financial year.

2.3 Organisational environment

The  department performed well in the
implementation of its Human Resources Plan
during the 2015/16 financial year. A number of
targets, prioritised to assist with resourcing, were
achieved or where not achieved, were improved
when considering quarter-on-quarter performance.
The targets included reducing staff vacancies from
23% to 16.3% through aggressive recruitment and
decreasing staff turnover from 4% at the end of
quarter | to 9.0% at the end of quarter 4 through
effective monitoring and retention interventions.

The department's consideration of employment
equity targets during its recruitment and selection
processes is evident in its representative workforce
of 50.1% vs. 49.9% in favour of women in SMS.
This is significantly higher than the 45% target for
the 2015/16 financial year and exceeds the national
target of 50%. While the department did not
achieve its disability target of 3.2% for 2015/16, the
achievement of 2.7% is still significantly above the
2.0% target set by government.

A number of policies and supporting guidelines were
developed and approved to implement management
and development practices and processes that are
consistent throughout the organisation and comply
with public service prescripts. These policies and
guidelines also direct the department’s optimum use
of ICT, financial and human resources in achieving its
targets in the forthcoming financial year.

The department secured and occupied new
accommodation in Block G on the dti campus. In
addition to using the dti ICT network infrastructure,
our new offices are equipped with, inter dlig,
Microsoft Active Directory and Exchange, video
conferencing and printing facilities to increase our
independence, establish our identity and enable
operational excellence.

The DSBD will embark on a change management
project to implement the recommendations of the
programmes review during the 2016/17 financial
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year. A Change Management Committee will drive
the project with change agents from all branches
to oversee the delivery of seven work streams. An
independent change management specialist will be
appointed to ensure objectivity, as outlined in the
Terms of Reference. In the interim, we engaged all
members of staff in focus sessions to allay any anxiety
and uncertainty in this regard. We aim to achieve
Phase | of this multi-year project by 30 September
2016. The department also implemented an interim
structure to underpin delivery against the 2016/17
Annual Performance Plan while the proposed
structure for the DSBD is being approved.

The purpose of the independent programmes
review process was to align the programmes and
other interventions with the DSBD mandate. The
key programme evaluation criteria addressed were:

Figure I: The ideal DSBD value-chain model.

Il The strategic relevance and alignment of
the programmes and interventions with the
mandate of the department.

1.2 The programme design and efficient use of
resources.

.3 The impact and opportunity cost of the
programme.

The review findings and recommendations require

that the DSBD:

2.1 Rationalise and refocus programme activity
on high-impact areas.

2.2 Clearly delineate responsibility between the
DSBD and the agencies.

23 Invest in comprehensive policy, research,
monitoring and evaluation capabilities.

24  Package the DSBD, Seda and Sefa services in a
‘'single entry point’ offering for SMMEs.

2.5 Strengthen interaction with other areas of
government and the private sector.

2.6 Consolidate the mandate for cooperatives to
improve focus.

2.7 And importantly, conduct proper change
management.

The recommendations included the adoption of

a value-chain product and services architecture

to address sector deficiencies and position the

department as the overall custodian of performance

in the small business sector. This model will enable

the department to be customer-centric, reduce

complexity and invoke accountability for each

executive and segment through simple, yet powerful,

performance measures.

DSBD value-chain model

Programme Programme

Legislation, Strategic Marketing, Programme

Strategy and Service Operations and Operations and Monitoring and

Partnerships
Offering

(Public and Private)

Policy and Advocacy and Design and

Incubation Incubation Evaluation

Research Awareness Innovation

(Financial)

(Non-Financial)

Shared Services and Administration
"DEPARTMENT OF SMALL BUSINESS DEVELOPMENT



According to the programmes review findings, the
department currently has a “deep execution focus”
that veers towards programme management and
implementation. There is a need to capacitate the
other DSBD value-chain components to deliver an
“end-to-end” coordination and facilitation service.
This requires people and processes throughout the
department to move from a focus on implementation
to a “customer and partner interaction approach” to
deliver a more outward-looking service.

The implementation of the recommendations and
value-chain model are underway and are reflected
in the department'’s organisational structure, revised
Strategic Plan and 2016/17 Annual Performance Plan.

2.4 Key policy developments and legislative
changes

During the 2015/16 financial year, the department
did not formulate any external policies to support
SMMEs and cooperatives, nor make changes to any
legislation.

3. STRATEGIC
OUTCOMES-ORIENTED
GOALS

During the 2015/16 reporting period, the DSBD
adopted the following strategic outcomes-oriented
goals:

|, To facilitate the development and growth
of small businesses and cooperatives to
contribute to inclusive and shared economic
growth and job creation through public and
private sector procurement.

2. To facilitate radical economic transformation
through the increased participation of small
businesses and cooperatives in the mainstream
economy.

3. To advocate for a regulatory environment
conducive to providing small businesses
and cooperatives with access to finance,
investment, trade and markets in an equitable
and sustainable manner.

4. To facilitate partnerships within all spheres of
government and the private sector to create
mutual co-operation that benefits small
businesses and cooperatives.

In addition to the 2015/16 strategic outcomes-
oriented goals, the department reported against the
following MTSF priorities:

Outcome 4: Decent employment through inclusive
economic growth, which is led by the
dti.

Outcome 7: Comprehensive rural development,
which is led by the Department of
Rural Development and Land Reform.
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4. PERFORMANCE INFORMATION BY PROGRAMME

The DSBD was established to represent the voice
of small businesses and cooperatives, respond to the
challenges in these sectors and lead an integrated
approach to promoting and developing small
businesses and cooperatives in response to the
directives of government’s NDP 2030, MTSF 2015-
2019 and 2015/16 Programme of Action.

The MTSF identifies key interventions to increase
the demand for the products and services of
small businesses and cooperatives, as well as their
participation in the economy; improve the quality
of business infrastructure for informal traders; and
monitor progress against measurable indicators
for developing and promoting small business and
cooperatives.
Departmental  reporting is based on the
performance of its programmes against the goals
and targets articulated in key strategic documents.
The performance of programmes reported on in this
section relates to creating a support environment for
small businesses and cooperatives through financial
and non-financial services resourced through Budget
Vote 3.

[t should be noted, however, that although the
DSBD 2015-2019 Strategic Plan and 2015/16 Annual
Performance Plan respond to the NDP framework
in achieving radical economic transformation,
the independent review of the programmes

inherited from the dti during the 2014/15 financial

m[)EPARTMENT OF SMALL BUSINESS DEVELOPMENT

year prevented the department from aligning
implementation with well-defined annual outcomes
of the strategic and performance plans.

4. PROGRAMME |:ADMINISTRATION

4. I.1Purpose

The purpose of the Administration Programme is
to provide strategic leadership to the department
and its entities to ensure that the department fulfils
its mandate through sustainable and integrated
resource solutions and customised services.

4.1.2 Sub-programmes

The Ministry of Small Business Development; Office
of the Director-General; Strategic Management and
Executive Support.; Corporate Services; Financial
Management; Communication and Marketing.

4.1.3 Programme strategic objective

The objective of Programme | is to facilitate radical
economic transformation through the increased
participation of small businesses and cooperatives in
the mainstream economy.

4.1.4 Programme overview
The Programme contributes to the development

and promotion of small businesses and cooperatives
through effective leadership, policy directives,

executive support and management. Priorities
are vacancy management, human resources (HR)
development and performance management
interventions to support capacity-building and

development to fulfil the DSBD mandate.

4.1.5 Programme summary and performance
information

4.1.5.1 CORPORATE SERVICES

a.  Human Resource Management and
Development

During the 2015/16 financial year, the department
implemented its start-up structure designed
with DPSA support. The initial transfer of staff
to the DSBD in 2014 did not consist of a full staff
complement for the department, which resulted in
an initial high vacancy rate of 23%. This was reduced
considerably to 16.3% by the end of the 2015/16
financial year.



Figure 2: Vacancy rate for the 2015/16 financial year.
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The senior management posts filled during the 2015/16 financial year included the Head of Department; Special Advisor; Head of Office: Cape Town; Chief Director:

Cluster Oversight and Strategic Planning; Director: Financial Management Accounting and Administration; Director: Internal Audit; and Director: Human Resources

Management. The recruitment processes for the Chief Director: Corporate Services and Chief Financial Officer were also finalised and the managers joined the

department on | April 2016.

The staff turnover within the department was due mainly to transfers to the dti during the first quarter, while staff turnover decreased significantly during the remaining

quarters of the 2015/16 financial year.

Figure 3: Women in Senior Management Service (SMS).
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The DSBD started with the implementation of its
MTEF 2015-2018 Human Resource Plan during the
past year and will submit the first report during
the first quarter of the 2016/2017 financial year
The report will outline the department'’s progress
towards, inter alia, addressing employment equity
and diversity. During the reporting period, the
department achieved a 50% representation of
women in senior management positions and
exceeded the 2% representation of people with
a disability with 0.7%. The Director-General
also approved 22 human resource management
and development (HRM&D) policies to guide
implementation of HRM&D practices.

Employee training during the 2015/16 financial year
included the Compulsory Induction Programme,
managed by the Public Administration Leadership
and Management Academy (PALAMA), under
which 12 employees benefitted from management/
leadership training and 35 employees attended other
transversal and functional training courses.

The main objective of the department's bursary
programme is to provide employees who want to
pursue their studies with financial aid to access formal
study opportunities that will equip them with the
knowledge and skills to perform current and future
duties. The department supports five (5) bursary
holders, of whom two (2) are employees who were
transferred to the DSBD from other departments.

“DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

4.1.5.2 LEGAL AND LEGISLATIVE SERVICES

The Legal and Legislative Services Unit is responsible
for providing the Minister, Deputy Minister, Director-
General and all directorates in the department
with legal advice; manage all litigation against the
department; scrutinise and draft contracts; scrutinise
policies, guidelines and norms and standards; and
draft legislation.

The legal advisory function ensures that the Minister
and the department receive sound and well-researched
legal advice on all legal matters. These are categorised
into areas of litigious matters; Transversal Agreements
concluded with other government departments
and state-owned entities (SOEs); Memoranda of
Agreement (MoA) with private and public sector
companies and agencies; regulating services provided to
the department; the regulation of projects implemented
in partnership and collaboration with other parties;
and Memoranda of Understanding (MolU) that
regulate international collaboration between states
and counterpart institutes or companies in a foreign
jurisdiction.

During the 2015/16 financial year, the Minister
received counsel from the Legal and Legislative
Services Unit on matters relating to small business
and cooperatives concerns and dissatisfaction, as well
as enquiries about the DSBD, Seda and Sefa. These
were addressed adequately and to the satisfaction of
the parties concerned.

The Unit also scrutinised 58 MoAs, MoUs,
Confidentiality and Non-Disclosure Agreements,

Service Level Agreements, an international
Implementation  Protocol ~and  Memorandum
of Agreement, Partnership and Collaboration

Agreements and Project Disbursement Agreements.

No litigious matters were instituted on behalf of or
against the DSBD during the period under review.

The Unit also provided legal opinions on 28
human resource and employee relations-related
matters, potentially litigious matters, the payment
of third parties and service providers, the renewal
and termination of contracts, the legal status of
entities and programmes within the DSBD and
recommendations from forensic investigations.

4.1.5.3INTERNAL AUDIT AND RISK
MANAGEMENT

During the 2015/16 financial year, the Internal
Audit Activity (IAA) experienced constraints in the
execution of the Annual Coverage Plan. The Unit
operated with one staff member and did not have
a budget for outsourcing. The Chief Audit Executive
was appointed in March 2016.

Risk management activities commenced during
the financial year to develop risk-based plans and
the dti assisted with conducting forensic audit
investigations. The Audit Committee approved the
three-year rolling plan and annual coverage plan after
its establishment in December 2015. The following
internal audit reports were completed during the
2015/16 financial year:



. 2015/16 annual coverage plan — five (5) audits
completed.

. 2015/16 ad hoc assignment —one () assignment
completed.

. 2015/16 forensic investigations — three (3)
investigations completed.

Risk management

Due to human resource constraints, the department
did not have a Risk Management Unit and developed
an interim risk register with the assistance of National
Treasury. A Risk Manager will be appointed in the
2016/17 financial year.

4.1.5.4 MINISTERIAL ENGAGEMENTS

Minister Lindiwe Zulu, MP, met with the Ministers
of a number of national departments to consider
transversal agreements in partnering to develop
SMMEs and cooperatives and also with experts in
the small business sector and the private sector.

The Minister also attended various award and
graduation ceremonies to celebrate SMME and
cooperatives successes. These included the DSBD
Informal Traders Upliftment Programme (ITUP)
through which over | 000 informal traders nationally
have graduated and the Portfolio Committee
oversight programmes in Gauteng and Limpopo
where she engaged with SMMEs and cooperatives.

In October 2015, the Minister launched FinFind,
an online platform for SMMEs and cooperatives to
easily access financial solutions available through

government institutions and agencies and convened
the 2™ National Small Business Collogquium where
she addressed SMMEs, cooperatives and provincial
and local government departments.

International engagements

During the past financial year, Minster Zulu

participated in a number of international

engagements. These included:
March 2015: Led a South African delegation
to the Global Entrepreneurship Congress
in Milan, Italy where South Africa’s City of
Johannesburg received the rights to host the
2017 Global Entrepreneurship Summit in
Johannesburg.

March 2015: Attended the first Bi-National
Commission between South Africa and
Zimbabwe followed by bilateral discussions
with the Hon Sithembiso Nyoni, Zimbabwean
Minister of Small Business and Cooperatives
Development. These interactions were aimed
at strengthening bilateral trade and investment
in SMME and cooperatives development and
creating market access.

April 2015: Attended the 52" Zimbabwe
International Trade Fair.

September 2015: Co-hosted with Minister
Susan Shabangu of the Ministry of VWomen in
the Presidency, the South Africa-Zimbabwe
Women's Joint Trade Fair in Musina, Limpopo.

October 2015 Addressed the Women's
Forum Global Meeting in Deauville, France,
on South Africa's strategic approach towards
women entrepreneurs.

October 2015: Participated in the Ilth
South Africa-UK Bilateral Forum in London,
United Kingdom where she encouraged
trade and investment and cooperation in the
development of SMMEs and cooperatives,
met with her UK counterpart and the South
African High Commission and Brand SA and
engaged South African SMMEs operating in the
UK.

November 2015: Accompanied President
Jacob Zuma on a state visit to Germany and
participated in the Youth Development and
Employment Symposium to highlight South
Africa's experience in youth enterprise
development and secure collaboration in
technical and vocational training and skills
development in high-impact sectors.

November 2015: Visited Switzerland to meet
South African and Swiss SMMEs investing in
South Africa and Switzerland and leaders at
the United Nations Conference on Trade and
Development (UNCTAD), International Labour
Office (ILO) and World Intellectual Property
Organization (WIPO) for strategic discussions
on collaboration to strengthen SMMEs and
cooperatives in South Africa.

ANNUAL REPORT 2015/2016 n



Strategic engagements

During the review period, the Minister regularly
met stakeholders to create strategic alliances and
working relationships with institutions responsible
for the growth and development of SMMEs and
cooperatives. Regular engagements with various
sectors of society, including civil society, business
groups and other government departments
included, among others:

The Franchising Association of South Africa
to establish a working relationship with the
department.

2. The Black Business Council (BBC), Afrikaanse
Handelsinstituut (AHI) and National African
Federated Chamber of Commerce (NAFCOC).

3. Proudly SA - the Minister promoted the “buy
local” campaign at the Proudly SA Summit and
anumber of other local initiatives to encourage
localisation.

4. National Smart Procurement Summit, where
Minister Zulu addressed the inclusion of
SMMEs and cooperatives in supply chain
management processes to benefit from
procurement processes.

5. Incubation support from the department and
Seda, highlighting the importance of incubation
support for SMMEs in strategic sectors.

6. Universities and think-tanks to determine
partnerships in researching aspects of the
department’s work.

°
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7. Entrepreneurs, specifically at women-led and
youth-led SMMEs and cooperatives, as well
as those with disabilities, to address their
operational challenges.

8. Private sector institutions, including banks and
those in the manufacturing and arts and crafts
sectors, among others.

Minister Zulu also participated in the National
Economic  Development and Labour Council
(NEDLAC) Committee of Principles which, among
others, considers the effect of labour issues on
SMMEs, especially the impact of the national
minimum wage on SMMEs and cooperatives.
NEDLAC established the SMME and Cooperatives
Task Team to include the issues affecting SMMEs and
cooperatives in its agenda.

The Minister further led provincial SMME
and cooperatives summits in  KwaZulu-Natal,
Mpumalanga andthe Eastern Cape with the provincial
departments of Economic Development to align
programmes and projects between the national and
provincial tiers of government. These summits will
be replicated in other provinces. In addition, she
participated in the Economic MinMEC to coordinate
the work of national and provincial government
departments with SMMEs and cooperatives.

The Minister witnessed the signing ceremony of
the MoU between the South African Spaza and
Tuck-shop Association (SATA) — Township Business

Development South Africa (TBDSA) as a way of
supporting the informal sector.

The Minister further promoted the interests of
SMMEs and cooperatives by attending Inter-
Ministerial Committee meetings, including those
on migration, investment, the oceans economy and
revitalisation of mining towns, which are aligned with
the department's strategic approach in these sectors.

In January 2016, Minister Zulu established the
National Task Team on Violent Incidents associated
with local and foreign-owned informal and small
businesses to address the issues affecting this sector.

The Minister remained visible and available by
regularly visiting SMMEs and cooperatives around
the country to discuss their challenges and assistance
from the department.

4.1.5.6 INTERNATIONAL PARTNERSHIPS

During the year under review, the department
signed a MoA with the Netherlands to collaborate
in the area of Cooperative Societies.

The objectives of the MoU are to:

(i) promote the development and growth of
New Generation Cooperatives in South Africa
with special reference to technical assistance
in structuring cooperative models and capacity
building.



(if)

)

cooperate and co-create interventions to fast-
track the establishment and sustainability for
South African cooperatives, as well as small
and medium-sized enterprises.

collaborate in

stimulating  high-impact

investments to improve the production,

processing and marketing efficiencies of

cooperatives.
share expertise and provide support
to strengthen institutional and agency

mechanisms that address the triple challenges
of unemployment, poverty and inequality
through improved efficiencies, implementation
and job creation.

provide technical assistance and promote
joint ventures to support the development
of infrastructure and logistical support to
improve market efficiencies.

promote trade and joint ventures between
cooperatives and businesses locally and in the
Netherlands to grow market access.

assist with capacity building and the technical
training of cooperative members, managers and
officials aimed at improving the development
of good governance and management
of cooperatives through collaboration in
developing manuals, curricula and exchange
programmes.

4.1.5.7 MEDIA LIAISON AND
COMMUNICATIONS

The Communications and Marketing Unit produced
the following key policy and strategic documents
during the period under review:

. Communication Strategy

. Communication Policy

. Framework for Stakeholder Relations

. Language Policy

The Language Policy of the department was published
in the Government Gazette. These crucial policy
and strategy documents are intended to provide
guidelines and framework for the effective execution
of the department’s communication programmes.

Media engagement

The DSBD focused on a proactive media relations
engagement approach which ensured that the work
of the department and Minister was effectively and
positively covered in the national, provincial and
local media. The quality of the media statements
and advisories also ensured that the work of
the department was among the most-covered
government information.

A number of media interviews were arranged for
the Minister, spokesperson and senior officials and
three cluster media briefings conducted to convey
DSBD messages.

Since its establishment, media interest in the DSBD
has remained robust. This can be attributed to the
publicity of and advocacy work by the Minister and
Deputy Minister; supported by the department, to
communicate about its financial and non-financial
support programmes that promote the small
business sector.

Publications

The Communications and Marketing Unit produced
booklets and brochures to raise public awareness
about the mandate and offerings of the department.
These provided information on, inter alia, the
Cooperatives Incentive Scheme, Black Business
Supplier Development Programme and the National
Informal Business Upliftment Strategy.

The Unitinitiated an internal online publication called
StaffPress to promote internal communication.
The publication covers hard and soft news about
developments within the department, as well
interesting news about staff members.

The Unit also established a Facebook account,
which attracted more than 9 000 likes (followers).
This account is used as a platform to highlight the
department’s activities among client beneficiaries.

@
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Speeches and forewords

The Unit drafted over 24 speeches and numerous
forewords for the Minister. These included Budget
Vote speeches for the National Assembly and the
National Council of Provinces (NCOP).

Events, branding and exhibitions

The department participated in over 20 events and
exhibitionstoreachouttoitsconstituencyandpotential
beneficiaries and partnered with municipalities and
provincial governments in executing these events in
keeping with the spirit of intergovernmental relations
and cooperative governance.

General performance under Communications and
Marketing

The media engagements, outreach programmes
and exhibitions of the Chief Directorate effectively
raised public awareness about the mandate of the
department, its programmes and agencies and
support for small businesses and cooperatives.

4.1.5.8 STRATEGIC PLANNING, MONITORING
AND EVALUATION

a.  Planning and Reporting

The DSBD met its reporting, planning, monitoring
and evaluation obligations for the period under
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review in compliance with government's outcomes-
based approach.

I Planning

The department produced a revised five-year
Strategic Plan for 2015/16-2018/19 and Annual
Performance Plan for 2016/17 and tabled these in
Parliament on 10 March 2016.

The Planning Unit also analysed and provided
feedback on the Seda and Sefa plans regarding their
performance in relation to their legal obligations and
the DSBD mandate.

The DSBD developed a Performance Information
Management Policy that was approved by the
Minister before the end of the 2015/16 financial year.

Given that the functions, programmes and
organisational structure of the department were
finalised/approved only at the end of the 2015/16
financial year, we used the functions of the dti for
the greater part of the year. The DSBD will develop
the Service Delivery Improvement Plan (SDIP) in
the 2016/17 financial year for Ministerial approval.

i Reporting
The department received, compiled and edited

Quarterly Performance Reports for all four quarters
of the past financial year from the different branches

and verified and consolidated the evidence. The
reports were submitted on time to the Department
of Planning, Monitoring and Evaluation (DPME) and
National Treasury.

Presentations on the performance reports for
quarters 1,2, 3 and 4 were presented to the Portfolio
Committee on Small Business Development.

Reports on Outcome 4 and Outcome 7, the Forum
of South African Directors-General (FOSAD) and
the State of the Nation Address (SONA) were
compiled and submitted timeously. The department
also reported on government’'s MTSF-based PoA. A
framework will be provided to branches during the
2016/17 financial year to produce an MTSF-specific
plan to strengthen MTSF programmatic reporting at
national level.

4.1.5.9 CONDITIONAL AND DONOR GRANTS

The DSBD did not coordinate conditional and donor
grants during the period under review.

The following table depicts the performance
information of Programme | against strategic
objectives, performance indicators, planned targets
and actual achievements.



Table 8: Performance against strategic objectives for the 2015/16 financial year
a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME ONE: ADMINISTRATION

Strategic Programme Actual Planned Actual achievement Deviation from  Comment on variances
objectives performance achievement  target 2015/16 planned target
indicator 2014715 2015/16 2015/16
To facilitate Vacancy rate N/A 10% |6.3% - The department 6.3% The department continues to prioritise the
radical economic prioritised the filling of appointment of critical positions through
transformation vacant critical positions in implementing the Human Resources Plan
through the finance, internal audit
increased and HR units
participation Staff turnover rate  N/A 12% 9.0% Exceeded the  The department managed to retain the current
of small target by 3% staff, and had fewer resignations during the period
businesses and under review
cooperatives in  Feople with N/A 32% 2.7% - The department 0.5% The department set a higher target than the
the mainstream  disabilities achieved the national target national target of 29
economy of 2.0%.
Women employed  N/A 45% 50.1% Exceeded the  During the year under review, the department put
at SMS level target by 5.19%  emphasis on recruiting suitable women candidates
in vacant positions
Eligible creditors N/A Payments 100% payment to eligible ~ None The department led by example and complied
payments to eligible creditors with the public sector “30-Day Payment"” policy,
processed creditors processing payments to all the eligible creditors
within the legal processed within 30 days
requirements within 30 days
Number of multi- ~ N/A 15 6 | more None
media awareness multi-media
campaigns awareness
campaign was
conducted
Number of N/A 8 events 25 events |7 more events The department participated in more events as a
events, outreach were hosted result of invitations

programmes and
exhibitions
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a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME ONE: ADMINISTRATION

Strategic Programme Actual Planned Actual achievement Deviation from  Comment on variances
objectives performance achievement  target 2015/16 planned target
indicator 2014/15 2015/16 2015/16
|5 outreach 22 outreach programmes 7 more The department collaborated with other
programmes outreach departments for outreach and exhibitions events
programmes
8 exhibitions 25 exhibitions |7 exhibitions  The department collaborated with other

departments for outreach and exhibitions events
due to a higher demand

b)  Strategy to overcome underperformance

The implementation of the DSBD human resources plan will fill vacant positions during the 2016/17 financial period. The target for recruiting people with disabilities during
the past year was 3.2%, compared with the national target of 2%. This target has been aligned with the national target for the forthcoming financial year.

c¢)  Changes to planned targets
None.
d) Linking performance with budgets

Table 9: Appropriation and expenditure for the 2015/16 financial year

Sub- programme name 2015/16 2014/15
Final Actual (Oven)/Under  Final Actual (Oven)/Under
appropriation expenditure expenditure appropriation expenditure expenditure
R'000 R'000 R'000 R'000 R'000 R'000
Ministry 31 848 29 897 | 950 - - -
Departmental Management 19763 15232 4 531 - - -
Corporate Services 29 246 21 317 7929 - - -
Total 80 857 66 447 14410 - - -

“DEPARTMENT OF SMALL BUSINESS DEVELOPMENT



The under expenditure was due mainly to the
number of vacant positions carried during the
financial year, which amounted to the R94 million
under Programme |, as well as the non-procurement
of machinery and equipment for the new office space
since the move had not been completed.

4.2. PROGRAMME 2: COOPERATIVES
DEVELOPMENT

4.2.1 Purpose

The purpose of Programme 2 is to create an enabling
environment for the growth and development of
cooperatives by developing and reviewing policy
and legislation and providing enhanced financial and
non-financial support services through improved
institutional arrangements.

4.2.2 List of sub-programmes

Programme Management: Policy and Incubation
Support Programme.

4.2.3Strategic objectives
To facilitate radical economic transformation through

the increased participation of small businesses and
cooperatives in the mainstream economy.

4.2.4Programme overview

The Programme: Cooperatives Development is the
primary vehicle for ensuring that cooperatives are
developed and supported.

4.2.5Programme summary and performance
information

4.2.5.1 COOPERATIVES RECEIVING TRAINING,
FUNDING AND ACCESS TO MARKET
VALUE-CHAINS

Under the Cooperatives Development Programme,
the department linked 23 cooperatives to
critical market value-chains. In collaboration with
the Agricultural Research Council (ARC), 20
cooperatives in Limpopo and KwaZulu-Natal were
assisted to provide maize, dried beans, butternuts,
green beans and sweet potatoes to various markets
during the first quarter of the 2015/16 financial
year. Eight of these cooperatives were selected
to participate in the South African Breweries
‘Women in Maize' pilot programme in Gauteng and
Mpumalanga.

4.2.5.2 PRIMARY COOPERATIVES SUPPORTED

The DSBD provided funding and training support
to 473 primary cooperatives, funded 246 primary
cooperatives through the Cooperatives Incentive
Scheme (CIS) and trained 227 primary cooperatives
through a partnership with the German Cooperative
& Raiffeisen Confederation (DGRV).

4.2.5.3 INCUBATION SUPPORT PROGRAMME

The Incubation Support Programme encourages
partnerships between small and big business, where
large businesses assist their smaller counterparts with
skills transfer, enterprise and supplier development
and marketing opportunities.

The activities of the programme are integral to
strengthening economic development by graduating
SMMEs into the mainstream economy to increase
their contribution to economic growth.

During the 2015/16 financial year, the programme
remained under the dti budget vote with no influence
or control over the adjudication of applications. As
a result, the programme did not achieve its annual
target.

4.2.5.4 IMPLEMENTATION OF THE NATIONAL
SMME AND COOPERATIVES
DEVELOPMENT FRAMEWORK

The National SMME and Cooperatives Development
Framework is coordinated through the Ministers
and Members of the Executive Council (MinMEC)
Task Team comprised of the Department of Small
Business Development, Economic Development
Department (EDD), the dti, Provincial Departments
of Economic Development and National Small
Business Agencies.
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The framework was developed to coordinate, integrate and align the small business and cooperatives strategies of national and provincial governments.

During the 2015/16 financial year, three (3) quarterly meetings were held and the following items were reported and discussed:
I. The development of provincial indicators facilitated by the Presidency, Department of Planning, Monitoring and Evaluation (DPME) and Economic Development
Department (EDD)

Ny oA w N

Centres for Entrepreneurship

The establishment of provincial foreign nationals task teams
Setting aside 30% for the procurement programme
National Informal Business Upliftment Strategy

Concept document for the Business Rescue Strategy
Cooperatives Development Model

Table 10: Performance against strategic objectives for the 2015/16 financial year

a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME TWO: COOPERATIVES DEVELOPMENT

Strategic
objectives

To facilitate
radical economic
transformation
through
increased
participation
of small
businesses and
cooperatives in
the mainstream
economy

Programme
performance
indicator

An increase

in the
establishment
of Cooperatives
linked to market
value-chains

An increase in
the number
of incubators
supporting
cooperatives

Actual Planned target
achievement 2015/16
2014715
N/A 3 cooperatives
linked to market
value-chains
(manufacturing,
agro-processing,
energy,
construction
clothing and
textile)

N/A 9 incubators
to support

cooperatives

mDEPARTMENT OF SMALL BUSINESS DEVELOPMENT

Actual achievement
2015/16

23 cooperatives were
identified across the

country and linked to the

market value-chains

The department could not
deliver on the target as the
delivery tools were outside
the department’s control

Deviation from planned
target for 2015/16

20 additional cooperatives

were linked to market
value-chains

The department could

not deliver on the target
as the delivery tools were

out of the department's
control

Comment on variances

The department collaborated with
various partners, mostly in the
agricultural sector, to link cooperatives
in rural areas with market value-chains

. The Incubation Support
Programme (ISP) remained under the
budget vote of the dti



a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME TWO: COOPERATIVES DEVELOPMENT

Strategic Programme Actual Planned target Actual achievement Deviation from planned Comment on variances

objectives performance achievement 2015/16 2015/16 target for 2015/16
indicator 2014/15

To facilitate Development ~ N/A Consultation and  The department The proposed The stakeholder consultation process

radical economic of amendments tabling of proposed conducted stakeholder amendments were not took longer than planned and delayed

transformation  to the National amendments consultations about the tabled in Parliament as the consolidation and tabling of the

through Small Business amendments to the planned proposed amendments to the National

increased Act National Small Business Small Business Act

participation Act as amended in

of small 2004 but the proposed

businesses and amendments were not

cooperatives in tabled in Parliament as

the mainstream planned

economy Number N/A 214 primary 473 primary cooperatives  An additional 259 primary Due to a higher demand for support
of primary cooperatives received funding and cooperatives were services, the department assisted more
cooperatives receiving funding,  training support. 246 supported cooperatives nationally with training,
receiving training and access  primary cooperatives funding and access to markets. The
funding, training to markets received funding and 227 higher demand for support services,
and access to primary cooperatives resulted in a motivation for and
markets received training conceptualisation of the Enterprise

Incubation Programme to cater for
access to markets in the 2016/17 FY

and beyond
Number of N/A | secondary | secondary cooperative  The department did The department partially achieved
secondary cooperative received funding and not provide secondary this target and could not provide
cooperatives receiving funding, 2 secondary cooperatives  cooperatives with access  secondary cooperatives with access to
funded training and access received training support to markets markets. The department motivated
to markets for and conceptualised the Enterprise

Incubation Programme to cater for
access to markets in the 2016/17 FY
and beyond.
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a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME TWO: COOPERATIVES DEVELOPMENT

Strategic Programme Actual Planned target Actual achievement Deviation from planned Comment on variances
objectives performance achievement 2015/16 2015/16 target for 2015/16
indicator 2014/15
Implementation  N/A Quarterly 3 quarterly meetings The Q2 2015/16 quarterly The department was in the process
of the National coordination and  between the department  meeting did not take of linking the integrated National
SMME and reporting on and provincial governments place. As part of the pre-  SMME and Cooperatives Development
Cooperatives the framework were held during the meeting process, however, Framework and the Presidential Nine
Development activities period under review a report for Q2 2015/16  Point Plan priority under “Unlocking the
Framework was compiled potential of SMMEs and cooperatives,
Reports on the outcomes township and rural enterprises” for the
and recommendations provincial departments of economic
of the meeting were development to align their plans and
compiled indicators to the national targets

b)  Strategies to overcome areas of under-performance

The DSBD received RI50.7 million in additional funding over the MTEF 2016-2019 to implement the Enterprise Incubation Programme, instead of utilising the Incubation
Support Programme under the dti budget vote.

The department extended the period to review the performance indicators and targets for amending the National Small Business Development Act, as amended in 2004,
and undertook to review the Integrated Strategy on the Promotion of Entrepreneurship and Small Enterprises.

c¢)  Changes to planned targets
None.

d) Linking performance to budgets

“DEPARTMENT OF SMALL BUSINESS DEVELOPMENT



Table |1: Programme 2 expenditure for the 2015/16 financial year

Sub- programme

Cooperatives Development
Total

4.3 PROGRAMME 3: ENTERPRISE
DEVELOPMENT AND
ENTREPRENEURSHIP

4.3.1 Purpose

The purpose of Programme 3 is to create an enabling
environment for the development and growth of
sustainable small businesses.

4.3.2 List of sub-programmes

Programme Management: Enterprise Development,
Entrepreneurship and Franchising, Incentives, Grants
and Soft Loans, Regional Industrial Special Projects,
Gender, Youth and People with Disabilities and
National Informal Business Upliftment Strategy.

4.3.3Strategic objectives
To facilitate the development and growth of

small businesses and cooperatives to contribute
to inclusive and shared economic growth and

2015/2016 2014/2015
Final Actual (Over)/ Under  Final Actual (Over)/ Under
appropriation expenditure expenditure appropriation expenditure expenditure
R'000 R'000 R'000 R'000 R'000 R'000
12241 1692 549 - - -
12241 11692 549 - - -

job creation through public and private sector
procurement.

2. To facilitate radical economic transformation
through the increased participation of small
businesses and cooperatives in the mainstream
economy.

3. To advocate for a regulatory environment
conducive to enabling small businesses and
cooperatives to access finance, investment,
trade and markets in an equitable and
sustainable manner.

4. To facilitate partnerships within all spheres of
government and the private sector to ensure
mutual co-operation that will benefit small
businesses and cooperatives.

4.3.4Programme overview

Enterprise Development is responsible for the
establishment of new and productive enterprises,
as well as the sustainability and growth of existing
enterprises.

Entrepreneurship and Franchising aims to identify

and provide potential entrepreneurs with business
skills and to identify SMMEs and cooperatives with
the potential to franchise.

Incentives, Grants and Soft Loans aims to provide
incentive programmes that promote the broader
participation of small businesses and cooperatives
owned by individuals from historically disadvantaged
communities in the

and marginalised regions

mainstream economy.

Regional Industrial Special Projects aims to promote

spatially-balanced economic  development and
improve productivity through policies, strategies
and programmes that focus on small businesses and

cooperatives in underdeveloped regions.

Gender, Youth and People with Disabilities aims
to increase the establishment, sustainability and
participation of existing women-owned SMMEs
and cooperatives and those run by people with
disabilities, as well as youth enterprises, in the
mainstream economy.

ANNUAL REPORT 2015/2016 n



National Informal Business Upliftment Strategy aims
to create an environment conducive to the growth
of informal businesses and provide adequate skills
and infrastructure to support these businesses.

4.3.5Programme performance information
4.3.5.1 ACHIEVEMENT SUMMARY

a) Co-location points with national and

provincial agencies

I Ensure that Seda and Sefa deliver
integrated complimentary services to
increase the availability of small business
support services in areas where they
are needed most, such as townships and
rural areas.

i. Bring together small business

development support services offered

by the agencies of national and provincial

departments to increase access to
government services related to small
business development, particularly in
the rural and historically disadvantaged
communities.

i.  The DSBD exceeded its 25 co-location
points target by establishing 29 co-
location points across the country with

Seda, Sefa and other partners.

°
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b)  Centres for Entrepreneurship

In recognition of the need to promote
entrepreneurship within the education
system, business sector and society at
large, the DSBD is establishing Centres
for Entrepreneurship at Technical and
Vocational Education Training Colleges
(TVET) to provide learners with the
entrepreneurial skills needed to create
employment for themselves and others
after the TVET training.

During the 2015/16 financial year, the
department established five Centres for
Entrepreneurship at the following five (5)
TVET colleges

Each institution incubates 30 learners
each year, with a total of 150 beneficiaries
annually.

In addition to learner interventions,
entrepreneurship workshops were held
at institutions that reach a larger number
of beneficiaries and communities.

c¢) Informal traders trained

During the 2015/16 financial year, the
DSBD created visibility in the informal
business sector by partnering with the
Wholesale and Retail Seta to provide |
037 informal businesses with training and
equipment.

d)  Five (5) MoAs with implementing agencies

During the 2015/16 financial yean the
department evaluated and approved five
(5) Craft Customised Sector Programme
business plans for joint implementation
by the Cape Craft and Design Institute
(CCDI), Eastern Cape Development
(ECDC), Free State
(FDQO),
Northern Cape Economic Development
Agency (NCEDA) and Gauteng Tourism
Agency (GTA). We secured approval for

Corporation

Development ~ Corporation

the Industrial Development Corporation
(IDC) to contract and dispense funding
and communicated this to the IDC.

During the first quarter of the 2015/16
120 Craft and Visual
Arts Enterprises benefitted from the

financial year,

department’s market access support
programmes. Nineteen (19) of these
were approved for participation at Santa
Fe and 40 at Decorex, while 60 will be
showcased at the South African Lifestyle
Hub (SALH) at America Smart in Atlanta,
USA.

A major breakthrough in market
access during the first quarter of the
past financial year was the successful
conclusion of procurement agreements
between Disney and two enterprises,
namely Angelina Masuku who makes Zulu

Baskets from Hlabisa in KwaZulu-Natal



and Limpopo Ceramics. Both enterprises
secured regular orders from Disney,
which is a major SALH achievement since
it introduced Disney buyers to the South
African craft and design enterprises.
During the second quarter of the 2015/16
financial year, seven (7) craft enterprises
participated successfully at the Santa Fe
International Folk Art Market in New
Mexico, USA with sales of R900 000
over the two-day event, while [4 visual
artists participated successfully for the
first time at the Santa Fe Visual Art Fair
with sales of R200 000 over the three
days of the fair.

During the third quarter, the Deputy
Minister, Ms Elizabeth Thabethe, led the
participation of 28 craft enterprises from
various provinces in South Africa in the
35" India International Trade Fair, held
at Pragati Maidan in New Delhi from
4 to 27 November 2015. The South
African pavilion won a Special Honour
Gold Award for the best pavilion design
and products. The award was presented
by India's Minister of Finance, Shri Arun
Jaitley and Minister of Commerce,
Nirmala Sitharaman. One of the South
African enterprises secured a large order
on the first day of the show from the
Crazy Daisy Stores in India. The buyer is
exploring the opening of a joint venture

retail outlet with Julia K Ceramics in the
USA.

vi.  The Cape Craft and Design Institute (the
Western Cape Craft Hub) concluded
their Jobs Fund project, which assisted
45 craft and design enterprises to access
RI1.6 million from the Jobs Fund. The
addition of their 20% contribution of
R29million resulted in the creation of
464 new permanent jobs and an average
net profit of 5.88% across the various
enterprises.

vii. In total, 776 enterprises benefited from
product and enterprise development
support and training offered through
the five (5) approved craft hubs and
provincial agencies during the 2015/16
financial year.

4.3.5.2 NON-ACHIEVEMENT PERFORMANCE
SUMMARY

The DSBD targets for the 2015/16 financial year
were set to respond to the NDP and address the
triple challenge of poverty, unemployment and
inequality by creating programmes that enable small
businesses and cooperatives to create jobs and
stimulate economic growth. During the strategic
planning session, special attention was given to the
youth and women entrepreneurs as the groups that
are the hardest hit by unemployment, poverty and
inequality.

b)

Enterprise Development Fund

The DSBD planned to develop a business case
during the 2015/16 financial year to disburse
funding and lobby the private sector for
investment in the Enterprise Development
Fund with the intention to launch the fund
during the final quarter of 2015/16. The
Executive Committee approved the draft
guidelines for the Enterprise Development
Fund and by the third quarter of 2015/16, the
DSBD had met with several potential private
sector partners. The Executive Committee
recommended that the fund be transferred to
Sefa for refinement and implementation, which
meant that the department did not launch the
fund as planned.

Franchising Programme

The DSBD intended to identify and package
five (5) SMME and cooperative franchisors
during the 2015/16 financial year but this
required more time than the budget allowed.
The process of appointing a Bid Adjudication
Committee (BAC) and a credible service
provider requires more than two financial
quarters. By the third quarter, when the
concept note for identifying and packaging
the franchisors had not been finalised and the
service provider not appointed, it was clear
that the department would not achieve the
annual target.

@
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The Red-tape Reduction Programme

Following the dti study about reducing
red tape and the subsequent roll-out of
the Red-Tape Reduction guidelines to
municipalities in 2014/15, the department
continued to provide municipalities with
the guidelines in collaboration with the
Department of Cooperative Governance
and South African Local Government
Association.

The successful implementation of the
Red-Tape Reduction guidelines to 8l
municipalities during the 2015/16 financial
year included application workshops and
the incorporation of Red-Tape Reduction
targets in the performance agreements
of municipal managers.

The department also established a
partnership  with  the International
Labour Organisation (ILO) to assess the
implementation of the guidelines in four
municipalities in KwaZulu-Natal and the
Free State.

In addition to providing municipalities
with the Red-Tape Reduction guidelines,
the department intended to conduct a
provincial Red-Tape Reduction study
and introduce a guideline monitoring
framework at local government level.
Due to the DSBD programmes review
recommendations in the second quarter
of the 2015/16 financial year, the study

. . DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

was deferred to the 2016/17 financial
year with the intention to broaden the
scope by considering the regulatory
challenges that small businesses and
cooperatives face at all three tiers of
government.

d)  Shared Economic Infrastructure Facility (Seif)

The informal sector is a thriving sub-
sector in the small business sector with
the potential to grow and contribute to
local economic growth and employment.
2014/15  stakeholder
consultations and approval at the
February 2015 Cabinet Lekgotla of the
Nine Point Plan priority measures to,

Following  the

inter alia, “unlock the potential of
SMMEs, Cooperatives, Township and
Rural  Enterprises’, the department
undertook to support the municipal local
economic development departments
to deliver and facilitate access to
improved infrastructure through the
Shared Economic Infrastructure Facility
under the National Informal Business
Upliftment Strategy (NIBUS).

The Seif programme is a 50-50 cost-
sharing incentive that covers the funding
of a common infrastructure that is new,
upgraded or maintained and shared by a
number of informal businesses, SMMEs
and cooperatives.

Vi

Vil

The intention was to pilot the Seif
programme in the Eastern Cape -
Mdantsane, Fort Jackson;
—  Kwa-Mai-Mai;  Western
Drakenstein; Limpopo — Tshakhuma and

Gauteng
Cape —

Modimolle; and Mpumalanga — Bombela
and Libombo border post.

During the 2015/16 financial year, the
DSBD conducted several workshops to
discuss the Seif instrument, application
process and requirements with the
selected municipalities.

Despite the overwhelming interest from
municipalities in the Seif instrument, they
could not raise the funds to match the
department’s contribution.

In October 2015, the DSBD visited the
Makhado  Municipality’s  Tshakhuma
Fruit Market and Makhado Recreational
Project to determine the funding viability
and collaboration of the two projects.
The department continues to engage
with the municipality regarding the
Tshakhuma Fruit Market and expects a
proper application by the Fruit Market
during the first quarter of the 2016/17
financial year.

Due to the lack of commitment from
the municipalities, despite the interest
shown, the DSBD revised the Seif
guidelines to include more partners, also
from the private sector, as well as seek



project expertise from the Development
Bank of Southern Africa (DBSA) and
align its approach with the economic
development plan of each municipality.

e)  Bavumile Skills Development Scheme

The Bavumile  Skills  Development
Scheme aims to empowering women
entrepreneurs  with  technical skills,
working machinery, business registration
and management. The department
300 women

2015/16

targeted to support

entrepreneurs  during  the
financial reporting period.

By the end of fourth quarter of the
2015/16  financial year, 249 women
had benefitted from

working  machinery,

entrepreneurs

technical  skills,
business registration and management
through the programme. The short-fall
was due mainly to a lack of sufficient funds
in the third quarter to reach the planned

f)

target, which led to the shift of funds
from other programmes to the Bavumile
Skills Development Programme.

Mass Youth Enterprise Creation Programme
I Duringthe 2015/16 financial year, the Mass
Youth Enterprise Creation Programme
aimed to empower 50 beneficiaries
under the Youth Black Business Supplier
Development Programme and train 100
youth under the New Venture Creation
Programme.
i. The programme, however, was not
conceptualised and implemented during
the review period due to a lack of
budget in the first quarter of the 2015/16
financial year and the programmes
review recommendations in the following

quarters.

h)

Youth Black Business Supplier Development
Programme (YBBSDP) aimed to support 50
young beneficiaries. However, the Emerging
Enterprise Development Programme
(EEDP) guidelines required to implement the
YBBSDP had not been approved by the time
the programmes review recommendations
suggested the

mainstreaming of  youth

and women programmes into existing

departmental programmes.

Women Business
(WBDS) aimed to
The Emerging Enterprise

Development Scheme
support 82 women
entrepreneurs.
Development Programme (EEDP) guidelines
required to implement the WBDS, however,
had not been approved by the time the
recommendations

programmes review

suggested the mainstreaming of youth

and women programmes into existing

departmental programmes.
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Table 12: Performance against strategic objectives for the 2015/16 financial year

a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME THREE: ENTERPRISE DEVELOPMENT AND ENTREPRENEURSHIP

Strategic Programme Actual Planned target Actual achievement = Deviation from planned Comment on variances
objectives performance indicator = achievement 2015/16 2015/16 target for 2015/16
2014/15

To facilitate Increased number N/A Develop a business A business case for  Efforts by the Sefa waits to be granted a BEE
radical economic  of SMMEs and case for disbursing  disbursing the funding department to lobby Facilitator status by the dti
transformation  cooperatives that have the funding and was developed, the private sector to
through been financed through lobby the private the department contribute to the Fund
increased the Fund sector to contribute transferred the did not materialise
participation to the Fund implementation of and the Fund was
of small the fund to Sefa transferred to Sefa
businesses and Accelerated N/A Identification No (0) SMMEs 5 SMMEs and The department established a
cooperatives in identification and and packaging and cooperatives cooperatives were not  Bid Specific Committee and Bid
the mainstream  packaging of SMMEs of 5 SMMEs and were identified identified and packaged = Adjudication Committee during
economy and cooperatives into cooperatives as and packaged as as franchisors the 2015/16 financial year and is in

franchisors franchisors franchisors the process of appointing a service

provider to identify and package the
SMMEs and cooperatives

Facilitate Signing of MoAs N/A 3 Centres for 5 Centres for 2 more Centres for The department received and
partnerships and establishment Entrepreneurship  Entrepreneurship Entrepreneurship were  approved more proposals which met
with all spheres  of Centres for established have been established ' established the criteria quality
of government,  Entrepreneurship
as well as the with hosting academic
private sector, to | institutions
ensure mutual
co-operation that Capacity buildingand ~ N/A 25 co-location 29 co-location points 4 co-location points The department collaborated with

will benefit small
businesses and
cooperatives

co-location for SEDA
Branches

"DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

points established

established

were established

Seda and Sefa and other partners to
establish more co-location points



a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME THREE: ENTERPRISE DEVELOPMENT AND ENTREPRENEURSHIP

Strategic Programme Actual Planned target Actual achievement = Deviation from planned
objectives performance indicator = achievement 2015/16 2015/16 target for 2015/16
2014/15
Facilitate Establishment N/A Establishment of The department The department did
partnerships and upgrading new and upgrading developed the not manage to establish
with all spheres  of infrastructure of existing guidelines for the new or upgrade existing
of government,  through partnership infrastructure Shared Economic informal business
as well as the agreements with in 5 identified Infrastructure Facility  infrastructure as planned
private sector, to provincial and local municipalities incentive and engaged
ensure mutual government commenced and various municipalities
co-operation that completed to mobilise resources
will benefit small
businesses and
cooperatives
To advocate Increased number N/A 50 beneficiaries No (0) beneficiaries  The department could

to the Youth Black
Business Supplier

to the Youth Black
Business Supplier

for a conducive  of youth enterprises
funded through the

Youth Black Business

not support the planned

regulatory (50 youth beneficiaries)

environment for Development Development target

small businesses  Supplier Development

Programme (YBBSDP)

Programme Programme
and cooperatives
to enable access
to finance,
investment,
trade and
market access

in an equitable
and sustainable
manner

Comment on variances

The department revised the
guidelines of the incentive to open
it up to more potential partners,
including the private sector, engaging
the project expertise of the DBSA
and aligning our approach to each
Municipality's development plans

The Emerging Enterprise
Development Programme (EEDP)
guidelines required to implement
the YBBSDP were not approved
as at the time the department was
undergoing a Programmes Review,
which recommended that the
youth and women programmes
be mainstreamed into existing
departmental programmes
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a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME THREE: ENTERPRISE DEVELOPMENT AND ENTREPRENEURSHIP
Actual

Strategic Programme Planned target Actual achievement = Deviation from planned Comment on variances
objectives performance indicator = achievement 2015/16 2015/16 target for 2015/16
2014/15
To advocate Increased creation N/A 100 youth No (0) youth trained  The department could  The programme was never
for a conducive  of youth-owned trained in New in New Venture not achieve the planned established for implementation due
regulatory enterprises Venture Creation  Creation programme (100 youth beneficiaries  to insufficient budget during the
environment for programme trained) target initial planning and conceptualisation
small businesses phase for the 2015/16 programmes,
and cooperatives and the recommendations of the
to enable access programmes review — undertaken
to finance, during the reporting period — to
investment, mainstream the youth and women
trade and programmes into the department’s
market access programmes
in an equitable Increased number of  N/A 82 women No (0) women The department could  The Emerging Enterprise
and sustainable enterprises approved entrepreneurs entrepreneurs were  not support the planned Development Programme (EEDP)
manner for the Women supported supported under the  target (82 women guidelines required to implement
Business Development Women Business entrepreneurs) the WBDS were not approved as
Scheme (WBDS) Development the department was undergoing
Scheme (WBDS) a Programmes Review at the
time, which recommended the
mainstreaming of youth and women
programmes into the existing
departmental programmes
Number of women N/A 300 women 249 women The programme The programme did not have
entrepreneurs trained entrepreneurs entrepreneurs trained 5| women enough funds to reach its target in
through the Bavumile trained were trained under  entrepreneurs less than  Q3, which negatively impacted the

Skills Development
Programme

mDEPARTMENT OF SMALL BUSINESS DEVELOPMENT

the Bavumile Skills
Development
Programme

the targeted number

overall performance



a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS

Strategic
objectives

To facilitate
radical economic
transformation
through
increased
participation

of small
businesses and
cooperatives in
the mainstream
economy

To advocate

for a conducive
regulatory
environment for
small businesses
and cooperatives
to enable access
to finance,
investment,
trade and
market access

in an equitable
and sustainable
manner

Programme

performance indicator

An increase in the
provision of skills and
infrastructure support
to informal businesses
through the Informal
Business Upliftment
Facility (IBUF)

Local and provincial
government
implementation of
Red-Tape Reduction
Programme

Actual

achievement

2014/15
N/A

N/A

Planned target
2015/16

Training and
infrastructure
improvement of
I 000 informal
retail businesses
completed

Continue with roll-
out of red-tape

2015/16

The department
trained | 037
informal traders

The department
continued to roll-

reduction guidelines out the red-tape

at municipal level

reduction guidelines
in municipalities

PROGRAMME THREE: ENTERPRISE DEVELOPMENT AND ENTREPRENEURSHIP
Actual achievement

Deviation from planned
target for 2015/16

The programme did not
provide infrastructure
improvements to
informal businesses

The Red-Tape Reduction
study was withdrawn
due to a change in focus

Comment on variances

Due to the high demand for this
programme, the department
reached out to informal traders
nationally through the new Informal
Traders Upliftment Programme
(ITUP);

the department experienced
challenges whilst implementing the
ITUP a pilot programme, particularly
with providing infrastructure

The scope of the Red-Tape
Reduction guidelines will be broader
and consider regulatory protocols
across government
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a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME THREE: ENTERPRISE DEVELOPMENT AND ENTREPRENEURSHIP

Strategic Programme Actual Planned target Actual achievement = Deviation from planned Comment on variances
objectives performance indicator = achievement 2015/16 2015/16 target for 2015/16
2014/15
To advocate Local and provincial N/A Conduct a study on  The red-tape The Red-Tape Reduction The Red-Tape Reduction study

for a conducive
regulatory
environment for
small businesses
and cooperatives
to enable access

government
implementation of
Red-Tape Reduction
Programme

red-tape reduction
at Provincial Level

Introduce a
monitoring

reduction study was

not conducted at
provincial level

Introduction of
the monitoring

will be conducted in the 2016/17
financial year

study was deferred to
2016/17 financial year

The report and
guidelines were not

to finance, framework of framework of tabled at the technical
investment, guidelines at local  guidelines at local MinMEC
trade and government level level was not done.

market access

in an equitable
and sustainable
manner

/
"DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

Table provincial
red tape reduction
report and
guidelines at the
technical MinMEC

Provincial red-tape

reduction report and

guidelines was not
tabled at the
technical MinMEC



a) STRATEGIC OBJECTIVES, PERFORMANCE INDICATORS, PLANNED TARGETS AND ACTUAL ACHIEVEMENTS
PROGRAMME THREE: ENTERPRISE DEVELOPMENT AND ENTREPRENEURSHIP

Strategic Programme Actual Planned target
objectives performance indicator = achievement 2015/16
2014/15
To facilitate the ~ Government-wide N/A Issuing of the

development and  implementation of set- practice notes

growth of small  asides programme and monitoring

businesses and of effective
cooperatives implementation of
the 30 % set-asides

programme

to contribute

to inclusive and
shared economic
growth and job
creation through

Number of enterprises  N/A Sign MoUs with

5 implementing

public and
private sector and implementing

procurement agencies supported to agencies and

implement the Craft support 450
Customised Sector

Plan (CSP)

enterprises through
the implementing
agencies

b)  Strategies to overcome areas of under-performance

Actual achievement
2015/16

The department
did not have the
opportunity to
perform functions
as implementation
tools were out of its
control

5 MoUs were
signed with five
implementing
agencies

776 enterprises were
supported through
the implementing
agencies

Deviation from planned Comment on variances

target for 2015/16
The National Treasury ~ There is continuous monitoring of
issued interim measures  the measures issued and the process
to implement the of amendment has commenced
30% set-asides
proposal, while the
process of amending
the Preferential
Procurement Policy
Framework Act (PPPFA)
is underway
The department The department expanded the
supported 326 more Cape Craft and Design Institute;
craft enterprises during  collaborated and used partner
the period under review facilities; collaboration with the dti
and industry through leveraging the
Export Marketing and Investment
Scheme Assistance (EMIA); and
collaboration by provincial partners

to increase programme impact

) The DSBD revised the Seif guidelines to include additional potential partners and the private sector, seek the project expertise of the DBSA and align the
department’s approach with the economic development plan of each municipality.

2)  During the 2016/17 planning cycle, the DSBD reconfigured and mainstreamed the programmes geared towards supporting enterprises owned by women
and youth. The department’s support for women-owned and youth-owned enterprises will be accounted for in the Black Business Supplier Development
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c)  Changes to planned targets
None.
d)  Linking performance to budgets

Table 13: Programme expenditure for the 2015/16 financial year

Sub-programme name 2015/2016 2014/2015

Final Actual (Over)/  Under Final Actual (Over)/ Under
appro-priation expendi-ture expenditure appro-priation expendi-ture expenditure

R000 R000 R'000 R000 R'000 R000

Enterprise and Supplier Development 660 265 652 834 7430

Gender, Youth and People with Disabilities Economic 44 871 42 555 2316

Empowerment

SMMEs Local Economic Development 4838 3949 889

Incentives, Grants and Soft Loans 324 34l 321 414 2927

Entrepreneurship, Intellectual Property and Indigenous 108 - 108

Knowledge Systems

Total | 034 422 1 020 752 13670

The under-expenditure is mainly due to a high vacancy rate during the financial year which amounted to the R8.7 million under Programme 1, as well as the non-utilisation
of travel and subsistence for some deliverables, such as the Incubation Support Programme and Shared Economic Infrastructure Facility.

‘ .
"DEPARTMENT OF SMALL BUSINESS DEVELOPMENT



5. TRANSFER PAYMENTS

5. Transfer payments to public entities

Table 14: Transfer of payments to public entities during the 2015/16 financial year

Name of Public Entity Services rendered by the public entity Amount transferred to the = Amount spent by the public = Achievements of the public entity
public entity entity
R'000 R'000
Small Enterprise Business registration 478 183 478 183 To be provided in the Seda Annual
Development Agency Business planning Report 2015/16

Business advice, counselling and training
Facilitation of access to finance
Facilitation of access to markets
Cooperative support

Business Incubation

Targeted small enterprise training

SEDA Technology Access to technology 132 181 132 181 To be provided in the Seda Annual
Programme Report 2015/16

SEDA: Capacity building  Provided in Seda's APP 2016/17 12471 - Received only on 24 March 2016
programme for Economic — ring-fenced in Balance Sheet to
Development spend in 2016/17

@
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6. CONDITIONAL GRANTS

6.1 Conditional grants and earmarked funds paid
Not applicable to the DSBD.
6.2 Conditional grants and earmarked funds received

The DSBD did not receive earmarked funds structured as part of Vote 3.

7. DONOR FUNDS

Not applicable to the DSBD.

8. CAPITAL INVESTMENT

8.1 Capital investment, maintenance and asset management plan

8.1.1 The DSBD's movable asset register of R9.3 million consists of assets transferred from the dti of Ré.I million, new acquisitions of R3.169 million. There were no
disposals and scrapping of assets during the 2015/16 financial year.

8.1.2 All transferred and newly acquired assets were tagged and uploaded into the DSBD’s asset register, asset verification was done for the year and discrepancies

followed up.
8.1.3 Of the transferred assets, 70% are in fair condition, 10% in bad condition and 20% in good condition.

8.4 No major maintenance projects were undertaken during the period under review.

. DEPARTMENT OF SMALL BUSINESS DEVELOPMENT
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|. INTRODUCTION

The department's commitment to maintain the
highest standards of governance is important to the
management of public finances and resources.

In assuring the public that the department has
good governance structures in place to effectively,
efficiently and economically utilise the state
resources, which is funded by the tax payer, below is
the governance report for the period under review.

2. DECISION-MAKING
STRUCTURES

The Director-General is the DSBD's Accounting
Officer and is appointed through Cabinet by the
Minister of Small Business Development. The
Director-General provides visionary, value-based
leadership and management to the department and
its agencies and performs any functions in terms
of the PFMA, 1999, as amended. Mr Lindokuhle
Mkhumane was appointed acting Director-General
for the period | April 2015 to 23 September 2015.
Prof Edith Vries was appointed Director-General on
23 September 2015.

3. THE MINISTER
AND EXECUTIVE
COMMITTEE
(MINEXCO)

The MinExco is the principal structure through
which the Executive Authority engages with the
Accounting Officer and executive management team
about the department's delivery agreement with the
Minister, the MTSF and its mandate, performance and
interaction with the small business sector and society
at large.

The MinExco held three (3) meetings during the
2015/16 financial year. The core functions of the
MinExco are mainly accounting to the Executive
Authority on policy generation and coordination,
strategy management and the tracking of
departmental priorities. These functions include, but
are not limited to, deliberating on internal policies
and strategies and other strategic frameworks;
engaging on documents set for tabling at external
platforms; deliberating on external documents (such
as policies, strategies acts) that have a bearing on
the DSBD; and monitoring the progress of special
projects identified by the Executive Authority and
Director-General.

4. THE EXECUTIVE
COMMITTEE (EXCO)

The Executive Committee (Exco) meeting is chaired
by the Director-General and consists of the Deputy
Directors-General, Chief Directors including the
Chief Financial Officer, and all the programme
managers. The Exco is the highest decision making
structure within the DSBD. The key functions of
the Exco are to undertake strategic and business
planning, report and monitor the implementation
of strategic and business plans, mobilise and allocate
financial and human resources and manage risk. The
Exco is responsible for discussing and approving
policies relating to operations.

The Minister of Small Business Development
approves the Strategic Plans and Annual Performance
Plans of the department that set out its mandate and
performance targets.

5. RISK MANAGEMENT

The DSBD received strategic support for the
risk management function from the Office of
(National ~ Treasury)
during the 2015/16 financial year to establish the
risk management function.

the Accountant General
National Treasury
officials guided the department to develop a Risk
Management Policy with a risk management process
aligned with the principles of good corporate
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governance and the PFMA, 1999 (as amended by
Act 29 of 1999). The department approved the
Risk Management Charter that sets out the specific
and detailed roles and responsibilities of the Risk
Management Committee.

The DSBD acknowledges its overall accountability
for risk management and therefore incorporated the
risk management process into critical processes such
as planning and reporting. Strategic and operational
risk reviews are conducted regularly to identify new
and emerging risks for effective management.

The DSBD developed a Strategic Risk Register that
is aligned with its Strategic Plan 2015-2019.

6. FRAUD AND
CORRUPTION
PREVENTION PLAN

The DSBD implemented fraud and corruption
prevention plans as part of its MoU with the dti,
through which the latter provided most of the
corporate services functions. The department
will develop its own fraud prevention policy and
implementation plan in the 2016/17 financial year.

n[)EPARTMENT OF SMALL BUSINESS DEVELOPMENT

7. MANAGEMENT
PROCESSES FOR
MINIMISING
CONFLICT OF
INTEREST

Al senior managers in the department are
compelled to declare their financial interests to the
Accounting Officer annually and during Executive
Committee meetings. All senior managers sign
annual performance agreements.

8. IMPLEMENTATION
OF A CODE OF
CONDUCT

The Code of Conduct for the Public Servants,
as prescribed in Chapter 2 of the Public Service
Regulations of 2001, acts as a guideline to employees
about individual ethical conduct and relationship with
others. The Code of Conduct was implemented
through training and every official received a copy to
ensure compliance.

9. HEALTH, SAFETY AND
ENVIRONMENTAL
ISSUES

The access control system is maintained by the
Landlord (the dti). Permanent staff, contract workers
and other workers (such as interns) are registered
on the system to gain access or exit.

All' matters relating to health, safety and the
environment are undertaken by the Landlord.



10.PORTFOLIO COMMITTEES

The DSBD provided progress on its performance to the Portfolio Committee as reflected in Table 5.

Table I5: Progress on performance to the Portfolio Committee

Date

I5 April 2015

29 April 2015

6 May 2015
27 May 2015

9 September 2015
[4 October 2015

I'l November 2015
|7 February 2016
24 February 2016
25-27 February 2016
9 March 2016

I5 March 2016

[6 March 2016

Agenda

Briefing by the Seda on its Strategic and Annual Performance Plans

Briefing by the Sefa on its Strategic and Annual Performance Plans

Briefing by Isivande on its Strategic and Annual Performance Plans
Briefing by SAWEN on its Strategic and Annual Performance Plans

Briefing by the DSBD on its Third Quarter 2014/15 Performance Report
Briefings on plans of local procurement through Public Procurement Policy by the Departments for Defence, Correctional Services and Health

to ensure market access for SMMEs and cooperatives

Briefing by the DSBD on its First Quarter Report
Briefing by the Auditor-General and DPME on the performance of the DSBD

Briefing by the DSBD on its Annual Performance Report

Briefing by the DSBD on its 2015/16 Second Quarter Performance Report
Briefing by the DSBD on its 2015/16 Third Quarter Performance Report.
Briefing by DSBD on the results of the programmes review and proposals
Portfolio Committee Strategic Planning Session

Briefing by the Seda and Sefa on the results of the programmes review and proposals
Briefing by the DSBD on its strategic and Annual Performance Report

Briefing by Black Business Supplier Development on its Strategic and Annual Performance Plans

Briefing by the South African Women Entrepreneurs Network on its Strategic and Annual Performance Report

The Portfolio Committee focused mainly on two issues:

Firstly, the DSBD Performance Plan and
processes to meet set targets.

Secondly, the DSBD review of existing
departmental  programmes  to  provide
advice on aligning and augmenting existing
interventions to promote and develop small

businesses and cooperatives. The Portfolio

Briefing by the Seda and Sefa on their Strategic and Annual Performance Plans

Committee specifically wanted assurance about
the department’s ability to address the needs of
women, youth and persons with disabilities and
that its interventions will redress racially-biased
discrimination against rural and township areas.

With effect from | April 2016, the department has
adopted an integrated approach in which 50% of its

interventions will be directed at women, 30% at the
youth, 50% at township enterprises and 30% at rural
enterprises to address these issues.

The Portfolio Committee also highlighted the fact
that creating an enabling environment for SMMEs and
cooperatives is a shared responsibility of government
and not necessarily the sole responsibility for
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the DSBD. While the Committee will monitor
engagements with other departments and state-
owned enterprises (SOEs), the department is
coordinating government interactions with SMMEs
and cooperatives through transversal agreements
with other departments and SOEs to create an
ecosystem for SMMEs and cooperatives to access
opportunities within the government procurement
system and other value-chains.

I1. STANDING COMMITTEE
ON PUBLIC ACCOUNTS

(SCOPA) RESOLUTIONS

None.

12. PRIOR MODIFICATIONS
TO AUDIT REPORTS

None.

|3.INTERNAL CONTROL

The structures of internal control are aimed at
giving assurance that assets are protected, and that
liabilities and working capital are efficiently and
effectively managed.

In accordance with the PFMA, the Internal Audit Unit,
through a collection of samples, gives assurance to

“DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

the AC and management that the internal controls
are proper and effective. This is accomplished using a
well-established system of quarterly reporting, as well
as the detection of early warning signs and proposing
of augmentations to the controls and processes.

4. INTERNAL AUDIT

The objective of the Internal Audit Unit is to provide
assurance about the adequacy and effectiveness of
internal controls, risk management and governance
processes. The Unit reports functionally to the Audit
Committee and administratively to the Director-
General.

During the 2015/16 financial year, the capacity of a single
internal auditor in the Internal Audit Unit for most of
the year, constrained the implementation of the Annual
Coverage Plan. The appointment of a Chief Audit
Executive and selection process for three additional
staff members were completed in March 2016

During the 2015/16 period the Internal Audit Unit
completed six audits as summarised below:

" 2015/16 annual coverage plan — Five (5)
completed audits

= 2015/16 ad hoc assignment —one (1) completed
assignment.

|5.AUDIT COMMITTEE

The Audit Committee was established in terms of
Section 77 ofthe PFMA, 1999, asamended to oversee
the systems of internal control, risk management and
governance. The Audit Committee was appointed in
December 2015 and held its first meeting in January
2016. Prior to that, the DSBD/the dti MoU made
provision for the dti Audit Committee to oversee
the two departments until 31 July 2015, following
the conclusion of the 2014/15 financial reporting
process. During this period, two oversight meetings
were held with the dti Audit Committee.

The DSBD Audit Committee consists of four
independent members, who collectively are
sufficiently qualified and experienced to fulfil
their duties. The Accounting Officer serves as an
Executive Member of the Audit Committee. During
the 2015/16 financial year, the Committee held two

meetings, as indicated in Table 6.

Table 16: Members and meetings of the Audit Committee for the 2015/16 financial year

Name Qualifications Internal or external Date appointed Meetings attended
Mr Ayanda Wakaba BCom (Hon), MBA External December 2015 212
(Chairperson)

Mr Justice Motha BCom (Hon), CA(SA) External December 2015 212
MsVeronica du Preez BA, BCom, MBA, CIA  External December 2015 2/2

Adv Oliver Josie BProc, LLB, LLM, MBL  External December 2015 2/2

Prof Edith Vries BSc Honours, MSc Internal December 2015 212



16.AUDIT COMMITTEE
REPORT

We are pleased to present our Audit Committee
report for the financial year ended 31 March 2016.

Audit committee responsibilities

The Audit Committee reports that it complied with
its responsibilities arising from Section 77 of the
PFMA, 1999, as amended and Treasury Regulation
3.I. The Audit Committee also reports that it
adopted the appropriate formal terms of reference
as its Audit Committee Charter and regulated its
affairs in compliance with this charter.

The Audit Committee completed the following

oversight activities in respect of the 2015/16 financial

reporting period:

. Approved the Internal Audit Strategic Plans

. Approved the Internal Audit Charter

. Reviewed internal audit progress reports
against plans

. Approved the Audit Strategy for 2015/16

" Reviewed the quarterly financial and
performance information of the department

. Reviewed the Interim Management letter
from the Auditor-General and management
action plans to address reported findings

. Approved the draft 2015/16 annual financial
statements and annual performance report
before submission to the Auditor-General.

Internal control

The Audit Committee reviewed reports presented
by management and audit reports from both the
internal and external audit. The Audit Committee
noted the need for improvement in the systems
of internal control from the activities that were
covered by the audits. The areas of specific concern
are the formulation of predetermined objectives
and management of performance information
as raised in both the internal audit and Auditor-
General's reports. Other areas that notably need
improvement include the implementation of
risk management processes and structures and
effective records management systems. The Audit
Committee acknowledges that the department
is new and some of the functions and systems are
still being capacitated and developed. The Audit
Committee reviewed management's action plans
and commitments to address the identified internal
control weaknesses.

Risk management

The Audit Committee provides oversight over
the risk management function to ensure that the
department takes a reasonable amount of risk in
pursuit of its strategic objectives. The monitoring
of the risk management process was delegated to
a departmental Risk Management Committee.
The Committee reviewed the DSBD strategic risk
register and advised the Accounting Officer of its
concern about the inadequacies in the current risk
management process. The Committee acknowledges
that the department'’s risk management processes

are still at an establishment phase and has taken
note of the Director-General's commitment to
improve the risk management processes, which will
include obtaining support and expertise from the
department’s agencies.

Financial reporting

The Audit Committee satisfied itself with the quality
of the quarterly reports submitted in terms of the
PFMA, 1999, as amended and Division of Revenue
Act, 2015, as tabled during its tenure.

The Audit Committee reviewed the Auditor-
General's report, audited financial statements and
2015/16 performance report. The Audit Committee
noted, with appreciation, the unqualified audit
opinion by the Auditor General.

Appreciation

The Audit 