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3. FOREWORD: MINISTER OF SMALL BUSINESS DEVELOPMENT

| am honoured to present the 2016/17 annual report of the Department of Small Business Development (DSBD). The
achievements indicated in this report are an indication of the positive trajectory towards contributing to and supporting
the development of small business and cooperatives, as espoused in Section 22 of our Constitution, as well as the
National Development Plan (NDP).

ACHIEVEMENTS IN RELATION TO POLICY DIRECTIVE
The amendment of the National Small Business Act of 1996

The Department conducted provincial consultations across the nine provinces, as well as two national consultations. The
aim of these consultations was to solicit inputs into the review of the National Small Business Act (Act No. 102 of 1996),
read with the National Small Business Act (Act No. 26 of 2003), and the National Small Business Amendment Act (Act No.
29 of 2004). These inputs were received from the small business sector, government departments, practitioners, small
business owners (formal and informal), cooperatives, academia, business associations, the private sector, agencies, the
European Commission and various experts in the small business and cooperatives sector.

Annual review on the status of small business and cooperatives

The Department has achieved the first milestone on the annual review on the status of small business and cooperatives,
and completed a draft literature review. The review has been circulated to key small business and cooperatives
stakeholders for further comments and inputs. The purpose of the annual review on the status of small business
and cooperatives is to analyse and improve the availability of reliable statistical and descriptive information on small
business and cooperatives support and to further provide for an analysis of quantifiable data on small businesses
across all provinces of South Africa.

ACHIEVEMENTS IN RELATION TO STRATEGIC OUTCOME-RELATED GOALS

The National Development Plan has been translated into the 2015-2020 Medium-term Strategic Framework (MTSF)
with 14 outcomes. The DSBD has a primary role in relation to two outcomes (Outcome 4: decent employment through
inclusive growth, and Outcome 7: vibrant, equitable, sustainable rural communities) and has aligned its strategic
outcome- related goals to the goals of the NDP and the MTSF outcomes.

An effective and efficient administration.

One of the key priorities of the NDP is “building the capability of the state to play a developmental, transformative
role”. The Department, still in its infancy stage, thrived to promote compliance and good governance by ensuring
that the 2015/16 annual report and the 2017/18 annual performance report are approved and tabled in Parliament
timeously. During this financial year, the Department had several engagements with the Department of Public Service



and Administration (DPSA) that led to the development
and approval of the Service Delivery Improvement Plan.

The Department was hard at work during this financial
year, ensuring the sound financial management of the
Department, which resulted in an unqualified audit
outcome for the period under review. This was as a result
of the quality and high-performing human resources that
the Department attracts and retains. It is also assuring to
realise the critical role that the Department plays in the
communities and society of South Africa, and for that
reason we continued to have intensified stakeholder
engagements and awareness campaigns across all
provinces of the country

.An enabling environment for competitive small
businesses and cooperatives.

South Africa is a country with a history that left most
individuals disadvantaged by the apartheid era policies and
regulations through deprived political, social, economic
and business freedom. To address this inherited history,
and to create a society that is inclusive, progressive and
productive, most of the policies need to be constantly
reviewed, and thorough research needs to be conducted
on the status of the environment in which a society exists.
Creating an enabling environment for competitive small
businesses and cooperatives is a long-term goal that
requires a deep review and analysis of the current policies
and models implemented, constantly amending and
aligning the policies to be relevant and current, given the
rate of change in which the local and eternal society shifts.

During the financial year under review, the Department
continued to conduct stakeholder engagements in an
attempt to receive and document honest feedback from
society on the environment in which small businesses
and cooperatives operate. Through participating in
the planning activities of the local municipalities, the
Department engaged in integrated planning on the
Integrated Development Plans of municipalities, thereby
beginning to have a deeper understanding of the local
economic development challenges and opportunities, and
to have an influence on the ground level. This, together
with the review and implementation of the red-tape
reduction guidelines, allows the Department to play its
role of creating an enabling and conducive legislative and
policy environment for small businesses and cooperatives.
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The Department is also cognisant of the fact that South
Africa’s development is affected by what happens in the
region and the world at large, and that our understanding
of global dynamics and forging mutual and beneficial
regional and international partnerships will allow us to
learn and benefit from opportunities for small businesses
in South Africa. The Department finalised an international
relations strategy that, when implemented outright, will
benefit the economic growth of the country as a whole.

Sustainable small businesses and cooperatives in
rural and township areas

The NDP emphasises the need for township and rural
development in order to create vibrant, equitable and
sustainable communities. The goal is to increase the
establishment of small businesses and cooperatives linked
to market value chains, and increase the participation of
small businesses and cooperatives in the mainstream
economy.

The Department continued to implement several
targeted programmes to support new and existing
small and medium enterprises in township and rural

areas. The Informal and Micro Enterprise Development



Programme (IMEDP) has supported over 9 000 informal
traders since its implementation in the 2015/16 financial
year. Through the Cooperatives Incentive Scheme and
the Black Business Supplier Development Programme,
the Department continued to financially support
cooperatives and small businesses from historically
disadvantaged communities. The Shared Economic
Infrastructure Facility (SEIF) supported five economic hubs
in rural and township areas, as indicated in the detailed
performance information. Partnerships with the private
sector continued to incubate businesses and improve
productivity. The Department also provided business
skills training to cooperatives across the country, mainly

in the rural and township areas.

CHALLENGES FOR THE FINANCIAL YEAR UNDER
REVIEW

The Department acknowledges that, although the
2016/17 annual report depicts an improved performance
compared to the 2015/16 financial year, it continued to
report under an interim structure. There were vacant
posts at Deputy Director-General level, as well as
underspending and non-achievement against planned
targets. These challenges continue to impact on the
Department's ability to deliver on the desired mandate
in terms of effectiveness, responsiveness to the needs
of small businesses and cooperatives, as well as the
citizens of South Africa, and the role that the Department
plays in reducing unemployment, inequality and poverty.
However, these challenges are not so big that they cannot
be overcome.

THE MEDIUM-TO LONG-TERM GOALS OF THE
DEPARTMENT

Over the medium term, the Department will continue

to implement small enterprise, cooperatives and
entrepreneurship, and support interventions that are
in line with its mandate and the NDP. The Department
will also continue to implement the recommendations
of National Treasury and the Department of Planning,
(DPME) to

Department’s strategic focus. This will place greater

Monitoring and Evaluation review the

emphasis on policy development, the coordination

of initiatives of government and the private sector in
supporting small businesses and cooperatives, a review of
government initiatives that support small businesses and
cooperatives, addressing challenges related to red tape
in municipalities, developing a credible system that will
measure impact and job creation, give strategic guidance
to the Small Enterprise Development Agency (SEDA) and
the Small Enterprise Finance Agency (SEFA), and align the
agencies’ focus to the strategic goals of the Department,
as well as to monitor and evaluate the impact of the
agencies.

In the long term, the Department seeks to positively
transform the lives of South African citizens by ensuring
that all the objectives of the NDP and key activities, as
articulated in the MTSF, are fully achieved.
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MINISTER
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Date: 31 July 2017
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4 STATEMENT: DEPUTY MINISTER

While the Department of Small Business Development is
one of the newest departments in government, it is tasked
with one of government’s critical mandates and carries
the hopes of many South Africans who want to venture
into business opportunities and/or choose to become
entrepreneurs, given the current levels of unemployment.
Given this hope and mandate, the road we have traversed
has not been easy. The Department operated with meagre
resources and a very lean staff complement. Despite
these challenges, this report presents promising results,
especially given the fact that this is the performance of an
organisation that is only two years old.

The development and growth of small business and
cooperatives are among the critical works across the globe.
The contribution of small businesses to economic growth
and their labour-absorptive capacity is recognisable
worldwide. It is against this backdrop that the current
administration saw it fit to establish a separate Ministry
and Department solely responsible for small businesses
and cooperatives.

While the impact of the work of the Department will not be
felt in the immediate future, it is our considered view that
we will make some difference in the lives of our economic
citizenry. This report is presented at a time when our
economy is not performing very well. Unemployment,
especially of young people, is increasing, manufacturing
levels are low and the country's fiscus is squeezed.
Because of these challenges, expectations are high as
more and more people begin to look at entrepreneurship
and self-employment opportunities as solutions. While
these are entrepreneurs of necessity, as opposed to those
who pursue opportunity-driven activities, our efforts can
turn them into real entrepreneurs.

The Department is therefore continuously innovating and
developing new programmes to target these vulnerable
individuals and groups. In our quest to develop small
businesses and cooperatives, the initial processes of
reviewing what has been implemented prior to the
Department’s establishment have provided guidance in
terms of prioritising certain quick wins, such as leveraging
public sector procurement, to provide market access
opportunities. Access to markets is one of the areas that
form the apex of the Department's strategy going forward.
Discussions have been initiated with sister departments
to unlock opportunities and develop appropriate
support mechanisms through what is called transversal
agreements.
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We are still on the path to achieve the full results and
impact of these agreements. However, some of these,
particularly those led through the private sector, are
beginning to yield positive results. At the same time, there
is a need to review some of the existing policy frameworks
and legislative provisions to provide a better alignment
with the Department's mandate. It is our view, therefore,
that the Department has done well, given the short period
since its establishment. However, there is still quite a lot
of work to be done to make a steep change in both the
sector and its contribution to the triple challenges of
unemployment, poverty and inequality facing the country.
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5. REPORT OF THE ACCOUNTING
OFFICER

The Department of Small Business Development (DSBD) is
charged with the 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 socio-economic transformation.”

While this compelling mandate has been central to
the national development agenda since the dawn of
democracy in 1994, the DSBD is one of the newest
national government departments. Its establishment was
announced at the start of the term of the 2014-2019
Administration in May 2014. Proclamation 142, issued by
the President on 8 July 2014, formalised the existence of
the Department, after which it started operating as part of
Budget Vote 36 on Trade and Industry for the remainder
of the 2014/15 financial year. Thenceforth, through a
cooperation agreement, the Department continued to be
supported and governed by the policies of the Department
of Trade and Industry (the dti) until 31 March 2016.

The 2016/17 financial year thus marks a significant
milestone as the first year that the Department operated
independently. Except for the reliance on the dti's
network, which hosts the Department's information
technology systems, it was the maiden year in which the
Department operated under its own policy environment,
financial systems, human resources protocols, internal
audit, risk management and other governance functions.

Hence, this 2016/17 annual report is presented
with great pride and confidence; particularly as the
performance report demonstrates notable improvement
when compared to the 2015/16 financial year. These
improvements are largely as a result of a greater
understanding of the distinctiveness of the Department’s
mandate, consciously instilling a culture of compliance and
accountability, as well as strengthening its performance
management and reporting systems.

This annual report accounts for the Department's
performance against the 2016/17 Annual Performance
Plan (APP), which was crafted to deliver our mandate. As
such, we strived to achieve the following three strategic

goals:
An efficient and effective administration

An enabling environment for competitive small
businesses and cooperatives

Sustainable small businesses and cooperatives in
townships and rural areas

In addition, the Department reported against the following
priorities of the Medium-term Strategic Framework (MTSF):

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 (DRDLR)

The Department set out to achieve 38 indicators and
targets over the 2016/17 financial year. When compared
to the prior-year performance of 54% of targets achieved,
the DSBD performed extremely well in 2016/17, having
achieved 27 of its 38 targets, partially achieving three(7.9%)
and failing to achieve eight (21.05%) targets. Furthermore,
according to the noting in the rating system applied to
evaluate performance, there is a notable improvement in

performance.
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Table 1: Performance summary for 2016/17

Branch Number of Achieved Partially Not Budget Actual
annual targets achieved achieved (‘000) Expenditure to
date
(‘000)
1. Administration 14 12 1 1 113 956 98 925
(85.8%) (7.1%) (7.1%) (89.1%)
2. Policy and Research | 11 6 2 3 25835 13848
(54.5%) (18.2%) (27.3%) (53.6%)
3. Programme Design | 13 9 0 4 1178 648 1084 267
and Support (69.2%) (30.8%) (91.8%)
Total 38 27 3 8 1318 439 1197 041
(71.1%) (7.9%) (21%) (90.8%)

There is a positive correlation between expenditure and performance or delivery.

5.3.1 ADMINISTRATION

The DSBD stabilised as a Department and its governance strengthened. This is manifested in the following:

Accomplishing an unqualified audit opinion in respect of the first year of operation of Budget Vote 31 on Small
Business Development;

Reducing the vacancy rate to 9.8% at the end of the period under review, compared to 16.3% at 31 March 2016;

Achieving a representation of 53.5% of women in its Senior Management Service (SMS) cadre, above the public
service standard of 50%. The latter included capable women heading key portfolios such as finance (Chief Financial
Officer), Corporate Services, Internal Audit and Supply Chain Management;

Retaining 2.5% SMS staff members who are people with disabllities;

Meeting the basic requirements of the Management Performance Assessment Tool (MPAT) in respect of the 2015/16
cycle being assessed and concluded in 2016/17 by achieving an overall score of 3. This independent assessment by
the Department of Planning, Monitoring and Evaluation (DPME) is an objective measure on the effectiveness of the
Department, establishing a baseline that can only be improved on.

5.3.2 SMME AND COOPERATIVES RESEARCH AND POLICY

Following the recommendations of the programme review, the Department introduced a policy and research function,
whichincluded International Relations as a new branch. Colleagues were redeployed, based on their competency profile.
In the first quarter, the Department invested in personal development by enabling these staff members’ participation
in an Evidence-based Policy Making course and a study tour to the United Kingdom. Both these capacity-building
exposures were facilitated by the DPME.

Led by a hard-working and capable Acting Deputy Director-General (DDG), the branch did remarkably well. In the
service of the DSBS's mandate, this team was willing to absorb the strategic risk of ushering in a new function by
assuming new portfolios, and recorded a 100% delivery on its targets for the first two quarters, despite being severely
under-resourced. The branch did some groundbreaking work by drafting concept documents, preceded by desktop
research, to conduct or commission research such as the following:
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The development and implementation of a research agenda, which included the following;

Conducting a literature review and developing a scoping report on the review of the Integrated Strategy on the
Promotion of Entrepreneurship and Small Enterprises;

Sectoral prioritisation;

SMMEs definitions;

The conclusion of a commissioned study on legislative and regulatory protocols impeding SMMEs and cooperatives;
The development of the Integrated Planning, Monitoring and Evaluation Framework;

Conducting an assessment of the implementation of the Red Tape Reduction Guidelines within local municipalities.

5.3.3 SMME AND COOPERATIVES PROGRAMME DESIGN AND SUPPORT

Highlights in this branch included the following:

Surpassing the target to train 7 000 informal traders by training 7 848 informal traders. This programme was piloted
in the previous year by training 1 000 informal traders, who, by their own testimony, derived great benefit from this
exospore as it boosted their approach to customer care, bookkeeping, business management and basic hygiene in
their operating environment.

Approving six Shared Economic Infrastructure Facility (SEIF) projects, compared to not being able to conclude a
single SEIF approval in the previous financial year;

Establishing 27 national co-location points where the services of the Department's entities are available at the same
site. While these services are not yet offered as a seamless single point of contact, it affords clients access to support
services and advice in one location as planned in the following locations:

Table 2: Co-Location Points Between The Department And Its Entitie

Province

Municipality/district municipality

Partners

Northern Cape

John Taolo Gaetsewe District

ZF Mgcawu

Pixley ka Seme

Namakwa

Small Enterprise
Finance Agency
(SEFA) and

Small Enterprise
Development Agency
(SEDA)

Eastern Cape

Port Elizabeth

Queenstown

Mount Ayliff

SEFA and SEDA

North West

Dr Kenneth Kaunda

Dr Ruth Mompati

SEFA and SEDA

Western Cape

Khayelitsha

Wynberg

Bellville

Stellenbosch

Worcester

SEFA and SEDA

Limpopo

Vhembe

Mopani

Waterberg

Sekhukhune

SEFA and SEDA
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Province Municipality/district municipality Partners
Mpumalanga eMalahleni (Witbank) SEFA and SEDA
Secunda
Nkomazi
Bushbuckridge
Free State Mangaung SEFA and SEDA

Supporting seven incubators, located in Limpopo, Eastern Cape and Gauteng, through the Enterprise Incubation
Programme, focusing on sectors such as agriculture, the wildlife value chain and tourism, creative industries, construction
and the automotive industry. The following incubators were approved:

Africa Excel Advisory Services (Pty) Ltd, Limpopo;

Matsila Community Development Trust, Limpopo;

Limpopo Wildlife Business Incubator, North West;

Nunnovation Africa Foundation, Gauteng;

Imvula Trust, Gauteng;

Nomakhwezi Darling Benya Primary Cooperative, Eastern Cape;
Steelbest Manufacturing (Pty) Ltd, Eastern Cape;

Partnering with stakeholders to fulfil the mandate of SMMEs and Cooperatives Development. The Department
effectively finalised 14 partnership agreements to support SMMEs and cooperatives;

The introduction of a technical governance forum with entities, chaired by the Director- General (DG), which meets
quarterly to interrogate performance, deliberate shared interests and collective planning, and to identify matters for
the attention of the executive authority.

Given the relative youthfulness of the Department, and notwithstanding the above highlights, there are significant areas
for improvement, as shown by the non-performance and or/under-performance in the following areas:
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While the resources needed to deliver on the DSBD's mandate are well below its annual budgetary allocation, the
Department regrettably recorded an under-spending of R122 million (9.3%) of its budget. This can be attributed to
the following:

Compensation of employees: Despite significantly reducing the vacancy rate, the Department had 22 vacant funded
posts at the end of the financial year. These including key posts such the positions of DDGs. As the organisational
restructuring process and a revised organogram could not be finalised, it was not prudent to make permanent
appointments. It would have been reckless to fill senior posts based on an interim structure. These vacancies
resulted in under-expenditure of R14.3 million on compensation of employees;

Cooperatives Incentive Scheme (CIS): A total of 240 cooperatives, as opposed to the planned 370, were supported
during the financial year under review. The Department was unable to release approval contracts due to the
unavailability of the system administrator to correct the situation and finalise the migration of the CIS platform to
the Department. This resulted in an under-expenditure of R11.1 million;

National Informal Business Upliftment Strategy (NIBUS): This project under-performed by R53.6 million. This was due
to following, among others: lack of leadership, lack of ownership of the project, under-capacity, and poor planning
and execution of the project. The original allocation to this project was R95 million, and R42 million had to be
redirected to other funded projects;



Enterprise Incubation Programme (EIP): This programme under-performed by R25.9 million. The guidelines were
finalised and approved late in the financial year. Seven adjudication committee meetings were held between
November 2016 and March 2017, which resulted in seven approvals to the value of R52 million, but only 40% (R20.4
million) of the approvals were disbursed in line with the EIP guidelines. A submission was forwarded to National
Treasury to request a rollover of the remaining budget of R25.9 million, as it had already been committed;

The Cooperatives Development Agency (CDA), which is aimed at supporting cooperatives through financial and
non-financial support services, was not established as planned. The lack of budget allocation affected the non-
establishment of the CDA, coupled by the delay in the proclamation of the Cooperatives Act;

Policy and research is a new function in the Department. Although the Policy and Research branch, which was
introduced in 2016/17, performed extremely well, it recorded under-expenditure of R11.9 million (46.4%). There
were delays in the appointment of consultants and with the commencement of research projects such as the SMME
definition study, the enterprise ecosystem study, sector prioritisation and business rescue studies;

The business rescue strategy is aimed at developing strategies to address the failure rate in the small business
sector, and saving viable small businesses that are about to fail. The under-performance of this project was mainly
as a result of a lack of sufficient staff allocated to deliver on this target. Although some milestones were achieved,
the target was not achieved;

The Black Business Supplier Development Programme (BBSDP) offers a grant to clients on an 80:20 basis, where
clients must make a 20% own contribution. This programme supported 589 small businesses as opposed to the
target of 600. This non-achievement was mainly due to internal administrative challenges faced by the Development
Finance Unit;

The Department set out to support youth-owned enterprises. Of the total number of small enterprises supported,
its target was for 30% to be youth-owned enterprises, 50% to be small enterprises from townships, and 30% to
be small enterprises from rural areas . However, the achievement was below target: of the total number of small
enterprises supported, 12% were youth-owned enterprises, 21% were small enterprises from townships and 28%
were small enterprises from rural areas;

The main challenges with achieving these set targets were that the Department needed a paradigm shift and a
completely new approach to implementation planning and reporting. The Department was unable to effectively
plan for the delivery of this target. However, the participation of youth in the economy remains an important impact
measurement, and, having identified the root causes, the Department is committed to correcting these limitations
in the 2017/18 financial year.

The department's mandate is to promote the development of small businesses and co-operatives that contribute to
inclusive growth and job creation. As such, most of the department’s primary clientele are from historically disadvantaged
background and government has made provision of grants and incentives to be provided to qualifying beneficiaries.

As at 31 March 2017, DSBD spent R1.2 billion or 90.8% of the adjusted budget allocation of R1.3 billion, resulting in an
under expenditure of R121.4 million or 9.2%.

The department's expenditure on compensation of employees stood at R114 million, which constitutes an under
spending of R 15.7 million (12.1%) compared to R18.4 million or 6.5% of the 2015/16 financial year. This is attributable
to the vacancies within the department that could not be filled due the structure review programme.

Goods and services expenditure was R64.6 million of the projected budget of R78.4 million, which constitutes an under
spending of 18%, compared to R9 million or 17% for the prior year.

The under spending occurred largely on travel and subsistence (R2.9 million) which can be closely linked to the under
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achievement of some of the deliverables planned for the financial year such as the research projects for programme
2, as well as the non-processing of transfer payments (R90.6 million), as these programme would have had an impact
on the spending pattern due to traveling requirements attached there-of. The department also underperformed on
consultants (R5.8 million) due to delays on the commencement of research projects such as the SMME Definition study,
Enterprise Ecosystem study and the Sector Prioritisation study.

Transfer payments expenditure was R1 billion of the projected budget of R1.1 billion, which constitutes an under
spending of R90.6 million (8.2%) compared to R152 thousand of the prior year distributed as follows:

National Informal Business Upliftment Scheme (R53.6 million): by end of March 2017; the department had engaged
through refresher trainings of 7 848 informal businesses but zero budget was disbursed. The non-performance was
due the following reasons among others: Lack of leadership, lack of ownership of the project, under capacity, poor
planning and execution of the project. The original allocation to this project was R95 million and R42 million had to be
redirected to other projects which were under funded. The programme was not funded during the 2015/16 financial
year hence no comparative figures.

Cooperatives Incentive Scheme under spent by R11.1 million as compared to R2 thousand for the prior year, due
to technical challenges which resulted in the Development Finance Unit being unable to issue letters of approval to
successful applicants from December 2016 until February 20107. The dti team assisted in clearing all the faults on the
system by the first week of March 2017 and the letters were finally printed and forwarded to successful applicants. The
Unit was however unable to disburse all the funds allocated to the scheme for the 2016/17 financial year, hence the
variance of R11.1 million.

Enterprise Incubation programme (R25.9 million). The guidelines were approved in June 2016, applications
documentation disseminated in July 2016 and Adjudication Committee Members were appointed by the Minister in
October 2016. Seven adjudication committee meetings were held between November 2016 and March 2017 which
resulted in seven approvals to the value of R52 million, but only 40% (R20.4 million) of the approvals were disbursed in
line with the EIP guidelines.

Table 3: Overall Financial summary for 2016/17

2016/17 2015/16

Programme Name | i, 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

Administration 111 025 98 925 12 100 80 857 66 447 14410

Small Medium and

Micro Enterprises

and Cooperatives

Policy and Research | 25835 13 848 11987 12 241 11692 549

Small Medium and

Micro Enterprises

and Cooperatives

Programme design

and Support 1181579 1084267 97312 1034422 1020752 13670

Total 1318 439 1197 041 121 398 1127 520 1098 891 28 629
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The table below shows the virements requested during the period under review per programme.

Table 4: Virements for 2016/17

Administration 113956 - (2931) 111025

Small Medium and Micro Enterprises
and Cooperatives Policy and
Research 25835 - - 25835

Small Medium and Micro Enterprises
and Cooperatives Programme
design and Support 1178 648 - 2 931 1181579

Total 1318 439 - - 1318 439

Virements were made from Programme 1 to Programme 3. The Virement amount of R2.9 million was to augment the
overspending. The overspending was largely as a result of the Global Entrepreneurship Congress (GEC) held in March
2017, the event was initially not funded in the allocated budget. A saving for the defrayment of the excess expenditure
was identified in Programme One goods and services and redirected to programme 3.

Table 5: Gifts and sponsorships

SABS Jazz festival tickets, accommodation and air travel 8
DPME UK study tour and policy making and implementation

programme 113
Netherland government TIPS workshop-macroeconomics for policy makers
India government Brics meeting in India
Black Bottom Women SMME Development Summit
TOTAL 138




Future plans of the department:

Future plans of the department will be captured in the department’s revised Strategic Plan 2015 - 2019 and are aligned
to the priorities and outcomes of Government over the 2014 - 2019 electoral period.

5.6.1 Services rendered

The department is mainly responsible for the formulation and implementation of policies aimed at creating a conducive
environment for the development and promotion of small businesses and co-operatives through the provision of
enhanced financial and non-financial business support services. The non-financial and financial small business support
services are also offered by the two public entities reporting to the department, the Small Enterprise Development
Agency (Seda) and the Small Enterprise Finance Agency (Sefa), respectively.

The department has improved on its internal controls in ensuring efficient and effective service delivery:

The Minister was presented with financial reports, which included the spending trends, in terms of the Public Finance
Management Act 1999 (Act 1 of 1999) (PFMA) on a quarterly basis;

Financial performance reports of the department were presented during Executive Committee meetings, and the
Director-General signed monthly expenditure compliance reports to National Treasury;

Senior management also monitored and discussed the department's spending trends at their meetings;

The department acknowledges the support received from different small business stakeholders, other national
departments, the provincial and local department’s willingness to collaborate in the effort to bring about radical
socio-economic transformation and service delivery in South Africa.

| wish to extend my sincere gratitude to Minister Lindiwe Zulu, former Deputy Minister Elizabeth Thabethe and Deputy
Minister Nomathemba November for their leadership and stewardship; and to the Portfolio Committee and the Audit
and Risk Committee for their guidance and support.

| also extend my appreciation to the staff of the DSBD for their commitment and dedication in ensuring that the
Department not only executes its mandate, but also makes a contribution towards improving the lives of South Africans
by striving to build a conducive environment for small businesses and cooperatives to thrive in this difficult economic

environment.
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6. STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF ACCURACY
FOR THE ANNUAL REPORT

To the best of my knowledge and belief, I confirm the following:

All information and amounts disclosed throughout this annual report are consistent;
The annual report is complete, accurate and free from any omissions;

The annual report has been prepared in accordance with the guidelines on the annual report as issued by National
Treasury;

The annual financial statements (Part E) have been prepared in accordance with the modified cash standard and the
relevant frameworks and guidelines issued by National Treasury;

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

The Accounting Officer is responsible for establishing and implementing a system of internal control that has been
designed to provide reasonable assurance as to the integrity and reliability of the performance information, the

human resources information and the annual financial statements;

The external auditors are engaged to express an independent opinion on the annual financial statements;

In my opinion, the annual report fairly reflects the operations, the performance information, the human resources

information and the financial affairs of the Department for the financial year ended 31 March 2017.

Yours faithfully

K; Y= —

EDITH VRIES
DIRECTOR-GENERAL

DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

Date: 31 July 2017 EDITH VRIES
DIRECTOR-GENERAL
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/. STRATEGIC OVERVIEW

The mandate of the DSBD is 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 socio-economic transformation.

A radically transformed economy through the effective development and increased participation of SMMEs and
cooperatives in the mainstream economy.

To create a conducive environment for the development and growth of small businesses and cooperatives through
the provision of enhanced financial and non-financial support services and leveraging public and private partnerships.

INTEGRITY: To consistentlyhonourourcommitments, uphold ethical, honest behaviourand transparent
communication;

PROFESSIONALISM:  To serve with utmost respect, competence and mannerism, and cooperate with all role

players;
ACCESSIBILITY: To always be available and accessible in providing public services to our society;
COMMITMENT: To be committed to efforts of job creation, alleviating poverty and reducing inequality.
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3. LEGISLATIVE AND OTHER MANDATES

A summary of key policies and legislation follows:

3.1 CONSTITUTIONAL MANDATE

The Constitution is the supreme law of the Republic of South Africa and, along with the Bill of Rights, forms the legal
foundation of a democratic South Africa, sets out the rights and duties of its citizens and defines the structure of
government. All laws of the country must be consistent with the Constitution. It further requires all spheres of government
to work together to address poverty, underdevelopment, the marginalisation of individuals and communities and other
legacies of apartheid and discrimination. In this light, all government institutions, entities and municipalities ultimately
derive their mandate from the Constitution.

The DSBD and its public entities derive their primary mandate from the Constitution of the Republic of South Africa, Act
108 of 1996', and, in particular:

Section 22 - Enshrines freedom of trade, occupation and profession: “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".

Section 217 - which requires that: when an organ of state contracts for goods and services, it must do so in accordance
with a system that is fair, equitable, transparent, competitive and cost effective; and it does not prevent the organs of
state from implementing a procurement policy providing for the protection or advancement or persons or categories
of persons disadvantaged by unfair discrimination.

Fully aligned to and arising from the Constitution, the 1995 White Paper? identified the need for a systematic national
framework, within which the different policies and programmes at national, regional and local level could be coordinated,
towards the creation of an enabling environment for small enterprises. Given such an enabling environment, it was
expected that the hundreds of thousands of SMMEs in the country will themselves accept responsibility for the operation,
growth and progress of their enterprise. Therefore, policies need to be in tune with national and regional, as well as
sectoral developments, taking into account differences between sectors like manufacturing, tourism or construction, as
well as differences between categories of SMMEs.

1. Republic of South Africa. (1996). The Constitution of the Republic of South Africa, 1996 (Act 108 of 1996). Pretoria. Government Printer.

2. Republic of South Africa. (1995). White Paper on a National Strategy for the Development and Promotion of Small Business in South Africa; Parliament,
20 March 1995.
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3.2 LEGISLATIVE MANDATE

Table 3: Legislation and responsibilities

Legislation

Purpose

National Small Business Act (Act No.102 of 1996), as amended
in 2004, and thereinafter referred to as the National Small
Business Amendment Act (Act No. 29 of 2004)

To provide for the establishment of the National Small
Business Advisory Council and the Small Enterprise
Development Agency, to provide guidelines for organs of state
to promote small business in the Republic and to provide for
matters incidental thereto.

Preferential Procurement Policy Framework Act (Act No. 5 of
2000) (PPPFA)

The purpose of the PPPFA is to ensure that government’s
preferential procurement procedures are aligned with the aims
of the Broad-based Black Economic Empowerment Act (Act No.
53 of 2003) and the associated Codes of Good Practices.

Cooperatives Act, (Act No. 14 of 2005)

To provide for the formation and registration of cooperatives,
the establishment of a Cooperatives Advisory Board, the
winding up of cooperatives, the repeal of Act 91 of 1981, and
matters connected therewith.

Broad-based Black Economic Empowerment Act (Act No. 53 of
2003)

To establish a legislative framework for the promotion of black
economic empowerment, to empower the Minister to issue
Codes of Good Practice and publish transformation charters,
to establish the Black Economic Empowerment Advisory
Council, and to provide for matters connected therewith.

Public Finance Management Act (Act No. 1 of 1999)

To regulate financial management in the national and
provincial governments and ensure that government resources
are managed efficiently and effectively.

Public Service Act, as amended (Act No. 103 of 1994)

To provide for the organisation and administration of the
public service, as well as the regulation of the conditions
of employment, terms of office, discipline, retirement and
discharge of members of the public service.

The policy and strategy mandates informing the strategic posture and intent of the Small Business Development

portfolio are broadly summarised as follows:

Informing policy/ strategy

Key considerations

The National Industrial Policy Framework
(NIPF) of 2007 and the iterative Industrial
Policy Action Plan (IPAP)

The IPAP stresses that longer-term increases in employment in all sectors of the
economy need to be underpinned by higher growth in production sectors, led by
the manufacturing sectors. It adds that there is a problem of low productivity in
the manufacturing sector that has to be addressed. IPAP categorises a focus on
development in three key focus areas:

Qualitatively new areas of focus

Scale up and broaden interventions in existing IPAP sectors

Sectors with potential for long-term advanced capabilities.
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Informing policy/ strategy

Key considerations

The New Growth Path (NGP) (2008)

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 to
2019. The SMME ethos of the NGP is similar to that of the later NDP, namely
policy coherence through partnerships among key societal players, business and
government.

The National Development Plan, Vision
2030 (2012)

The NDP 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 portfolio plays a major and direct role in
implementing chapters 3 and 6 of the NDP, which respectively, deal with the
economy and employment, and inclusive rural development and growth.

The MTSF (2014-2019 and future)

The MTSF is conceptualised as a series of five-year building blocks towards the
realisation of the NDP's Vision2030, with the current 2014-2019 MTSF as the first
of three. With regard to the 14 outcomes identified in the MTSF, the Small Business
Development portfolio plays a primary/lead role in relation to two outcomes and
their related sub-outcomes and key actions:

MTSF Outcome 4: Decent employment through inclusive economic growth:
Measure and reduce delays and unnecessary red tape around authorisations
and related issues that hinder or might foster investment and employment (in the
SMMEs' and cooperatives’ space).

Support township and rural economies and report on the impact in terms of

the number of business supported, value of the grant approved and geographic
location of the supported businesses.

Develop programmes to ensure increased access to employment and
entrepreneurship for black women and youth in the context of stronger support
for emerging and smaller enterprises overall.

Provide coaching, incubation, intensive support and financing to sustain existing
small businesses and co-operatives, as well as expand the sector.

MTSF Outcome 7: Vibrant, equitable, sustainable rural communities:

Promote sustainable rural enterprises and industries in areas with economic
development potential.

It is noted that the portfolio supports various other MTSF outcomes indirectly or
in a secondary capacity. This work will continue. However, this does not impact
directly on the mandate or strategic posture of the portfolio.

The Integrated Strategy on the Promotion
of Entrepreneurship and Small Enterprises
(2005)

This strategy covers the entire continuum of needed support, from pre-start-

up and start-up assistance measures to growing enterprises and enterprises in
distress. It focuses on three strategic areas with aligned actions:

Increase supply for financial and non-financial support services: collaborative
approaches to streamline resources from the public sector and crowding in private
sector resources.

Create demand for small enterprise products and services: new policy directives,
public sector procurement strategy and BEE Codes of Good Practice as a lever for
increased demand.

Reduce small enterprise regulatory constraints: enabling environment, establish a
regulatory impact assessment framework and business environment monitoring
mechanism.
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Informing policy/ strategy

Key considerations

The Integrated Strategy on the
Development and Promotion of
Cooperatives (2012)

This strategy seeks to support the ongoing profiling of the cooperatives,
communication outreach, improving access to cooperatives’ support and
information, research, strengthening advocacy on cooperatives, delivering effective
service and monitoring impact. The strategy further introduces key cooperatives’
development and support programmes under four strategic pillars:

Increase the supply of non-financial support services to cooperatives

Create demand for cooperative enterprises’ products and service

Improve the sustainability of cooperatives

Increase the supply of financial support services to cooperatives

These strategic pillars will be underpinned by efforts aimed at improving the
availability of quality business information and knowledge through expanded
research, communication outreach, education and training, and monitoring.

The National Informal Business Upliftment
Strategy and Implementation Framework
(2014 and 2015)

This strategy and implementation framework was adopted by Cabinet in 2014
and aimed to support the enterprising poor in the informal business sector

and to facilitate their participation in the mainstream economy through various
policy and programmatic interventions. There was a particular focus on the four
implementation thrusts that can inform other areas of DSBD's work and focus:
Enhance the quality of enterprise development, promotion and capacity building
products and services

Strengthen the policy and regulatory environment to support an integrated and
coordinated approach to informal business upliftment

Build the skills, capacity, systems and processes to drive an integrated and
coordinated approach to informal business upliftment

Strengthen national, regional and international partnerships to support and
promote the NIBUS development agenda
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9. ORGANISATIONAL STRUCTURE OF THE DEPARTMENT OF SMALL
BUSINESS DEVELOPMENT

Ms Lindwe Zulu

Ms Elizabeth Thabethe

Ms Edith Vries

Director

Chief Director Ms N Buthelezi

Ms T Magooa

Acting DDG Acting DDG Chief Director CFO Chief Director
Ms E Koekemoer Mr M Maki Ms B Petersen Ms S Oosterwyk Mr C Monama

THE DEPARTMENT OF SMALL BUSINESS DEVELOPMENT

The DSBD was proclaimed in 2014, and a start-up structure was approved in consultation with the Department of
Public Service and Administration (DPSA) during April 2015. However, prior to placement on the start-up structure, a
programme review conducted in the latter part of 2015 (the second and third quarters of the 2015/16 financial year)
indicated significant changes to the strategy of the Department. Therefore, the Department embarked on a process of
developing a functional and organisational structure that would support this strategy.

In order to function and achieve its strategic objectives, an interim arrangement was implemented, while continuing
with the development of the functional and organisational structure. This process neared conclusion during the latter
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part of 2016 (the third quarter of the 2016/17 financial year). However, once again, the strategic direction that the
Department envisaged was influenced. This influence came via inputs provided by the DPME and National Treasury on
the DSBD's Strategic Plan and APP.

Hence, the work on a final functional and organisational structure was paused until a final decision was taken in
respect of the Strategic Plan and APP. The decision to reflect the portfolio within the DSBD's strategy, incorporating
the departmental responsibility within the responsibilities of the implementing partners (agencies), resulted in the
Department opting to place employees on the initial, approved start-up structure. Stability was therefore created within
the Department. This would be followed by a redesign of the various business units to support the strategy and allow
for a well-debated functional and organisational structure.

10. ENTITIES REPORTING TO THE MINISTER

Two public entities report to the Minister through defined governance arrangements, allowing them some autonomy
to fulfil their mandates. The agencies serve as an extension of and to assist the DSBD in delivering its mandate in the
following ways:

Table 4: Entities reporting to the Minister

Name of institution Founding legislation Mandate and primary outputs

Small Enterprise Development | National Small Enterprise Act (Act | To develop, support and promote small enterprises to
Agency No.102 of 1996), as amended ensure their growth and sustainability.

SEDA provides non-financial business development and
support services for small enterprises, in partnership with
other role players in the small business development
environment.

Small Enterprise Finance Section 3(d) of the Industrial To provide access to finance to survivalist, SMMEs
Agency Development Corporation Act (Act | throughout South Africa.
No. 22 of 1940) SEFA supports the development of sustainable SMMEs

through the provision of finance.

In terms of the Cooperatives Development Act (Act No. 14 of 2005), as amended, the Department is to establish and
operationalise the CDA, the Cooperatives Tribunal and the Cooperatives Advisory Council to enhance the sustainability and
competitiveness of cooperatives.

Due to the current fiscal environment and budget constraints, the CDA will be incubated in the SEDA until such time as the
Department is able to fund the CDA as a stand-alone agency.
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PART B:

PERFORMANCE INFORMATION




1. REPORT ON THE AUDITOR-GENERAL ON PREDETERMINED OBJECTIVES

The Auditor-General of South Africa (AGSA) 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 page 104 of the Report of the Auditor-General, published as Part E: Financial Information.

2. OVERVIEW OF DEPARTMENTAL PERFORMANCE

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.

Government has already made significant strides in ensuring that SMMEs are accorded their rightful space and voice
within the South African economy. Since its establishment, the DSBD successfully established a public sector presence
for SMMEs, cooperatives and the informal sector.

Research suggests that the major factors thatimpede SMME and cooperatives growth include the regulatory framework
of their business environment, insufficient access to markets and funding mechanisms, limited business sense and
insufficient understanding of how the economy works. Government's commitment to legislative reform will simplify the
regulatory environment and guarantee improved access to the public procurement system.

The DSBD identified the challenges and is mobilising all spheres of government and the private sector to decisively
address these and redefine the policy, legislative and regulatory environment in which small business can exist alongside
big business. Small enterprise development is an important contributor as it matches technical support to available
financial support. This will speed up the access of SMMEs to markets and funding opportunities and address their
understanding of the economy in which they function.

There is consensus that, to achieve the desired state of a well-functioning and successful small business ecosystem,
we need to leverage on what other government departments, agencies and the private sector, at all levels, have been
doing in small business development.

The DSBD is at the forefront of leading and coordinating the development of small business and cooperatives by
delivering on its mandate and leading the charge to achieve inclusive economic growth.

The establishment of the Ministry of Small Business Development in 2014 marked a turning point in the history of the
development of SMMEs and cooperatives in South Africa, demonstrating government's commitment to place SMMEs
and cooperatives at the centre of economic growth and job creation.

This was followed by the establishment of the DSBD as a stand-alone national department in accordance with the
reorganisation of some national departments announced by the President in May 2014, following the national elections.
The context within which the DSBD was conceptualised and formed was largely informed by the fragmented nature and
misalignment of support to the SMME and the co-operatives sector in relation to government decisions on economic
transformation, the lack of specialised and focused support with limited resources, the high failure rate of SMMEs and
cooperatives, and poor sector performance relative to peers in other developing countries. Furthermore, a designated
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department was aimed at advancing the development of SMMEs and cooperatives, mainly for job creation, and reducing
poverty and inequalities, with a greater focus on youth, women and people with disabilities.

This reorganisation involved identifying and transferring legislation, programmes, units, divisions and agencies, such as
SEDA and SEFA, from w and the Economic Development Department respectively, to form the DSBD.

In 2015/16, the DSBD and its agencies undertook a programme review exercise, aimed at reviewing the migrated
functions and establishing its relevance and alignment to the DSBD's mandate and the gaps, identifying opportunities
for enhanced integration, efficiencies and economies of scale in the operations of the portfolio. On this basis, the
three institutions continued with the process of drafting their 2016/17 APPs, which were aligned to these strategic
documents as the second year of implementation of the strategic plans.

The DSBD introduced a revised structure in order to implement the recommendations of the programme review and
the APP by, for example, establishing a Policy and Research branch. This was followed by a robust organisational
redesign and change management process, informed by DPSA guidelines.

The above notwithstanding, the Department largely continued to implement the migrated programmes to support
small businesses and cooperatives. At the same time, SEDA and SEFA also continued to implement the non-financial
and financial support programmes on behalf of the Department, translating to partial duplication on the Department’s
part. Although it was obvious that the Department needed to adjust its strategic focus, it was not until the feedback
on the Department’s first draft 2017/18 APP was received from the DPME and National Treasury that the Department
decided to take the first steps to refocus its strategic direction and, at the same time, ensure alignment by the agencies
to the shifting strategic focus.

The Department's Service Delivery Improvement Plan (SDIP) was approved on 31 March 2017. The approved SDIP
included key services, as well as the current and desired standards as indicated below. After further consultation with

the DPSA, the SDIP will be reviewed in the 2017/18 financial year.

Table 5: Main services and standards

Main services Beneficiaries Current/actual Desired standard of service
standard of service
(2016/17) 2017/18 2018/19

Answer all calls
(100%)

Answer all calls
(90%)

Answer all calls: the
dti's call centre assists
in taking some of the
calls

(80%)

Stakeholders:

the general public,
small businesses,
cooperatives,
informal
businesses, SEDA,
SEFA, DSBD staff

Hotline/call centre

Access to finance through
the CIS

Access to Informal Trader
Upliftment Programme
(ITUP) training

Access to business
infrastructure through the
BBSDP

members

350 cooperatives
supported through the
cIs

370 cooperatives
supported through the
cIs

270 cooperatives
supported through the
cls

This service could

be migrated to one

of the Department’s
implementing agencies.

1000 informal traders
trained through the
[TUP

1600 informal traders
trained through the
[TUP

1696 informal traders
trained through the ITUP

480 black small
businesses supported
through the BBSDP

600 black small
businesses supported
through the BBSDP

641 black small
businesses supported
through the BBSDP
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The DSBD previously received support from the dti, governed by a Memorandum of Understanding (MoU). With effect
from 1 April 2016, the Department was operating independently from the dti with regard to Finance, Human Resources,
Information and Communication Technology, Security Management, Facilities and Auxiliary Services, and Legal Services.

The Department is still hosted in two buildings on the dti campus. The process to sign a Memorandum of Agreement
(MoA) with the dti with regard to accommodation management and the use of specific on-campus facilities will be
concluded in the 2017/18 financial year. Progress has been made with the institutionalisation of departmental policies
and procedures. The Department has embarked on a change management process to entrench its own identity,
emphasising the departmental values and culture. Change agents have been appointed and the DG held focus group
sessions with all staff and management. This is an ongoing process.

During the first quarter of the 2016/2017 financial year, the Department undertook the development of a service
delivery model (SDM) with the guidance of the DPSA. This has since been approved by the Minister and submitted to the
DPSA. The approved SDM is currently under review to ensure alignment to the Portfolio Strategic Framework and APP.
The Department is structured according to the approved start-up structure, which is under review, to ensure alignment
to the mandate and the strategic direction of the DSBD. As an interim measure, the DG has put interim arrangements
in place with regard to the placement of staff to ensure delivery against the APP of 2016/17.

National Small Business Act (Act No. 102 of 1996): The Department will continue to work towards the amendment
of the National Small Business Act, as amended, in order to align the Act with the revised Strategy for Small Enterprise
Development and Entrepreneurship and the mandate of the DSBD. In the process of alignment, the Department will
seek to identify gaps from industry in order to clarify vagueness that needs to be addressed.

Integrated Strategy on the Promotion of Entrepreneurship and Small Enterprises: The DSBD will continue
the review this strategy so that it remain relevant and to accommodate recent economic activities and business cycles.
This will allow the Department to implement small business development programmes that are flexible and responsive
to the economic and social needs of society so as to craft an ecosystem that will deliver the expectation of achieving
radical economic transformation.

Mid-term review of the Cooperatives Strategy (2012-2022): The DSBD will conduct a mid-term review of this
strategy, which may result in a revision of the strategy, and will inform the development of an integrated approach to
cooperatives development.

Preferential Public Procurement Framework Act (led by National Treasury: The 2015 Public Sector Supply
Chain Review confirmed that, in 2013/14, government spent R500 billion on the procurement of goods and services, as
well as construction work. If 30% of this were to be directed to SMMEs, it would make a significant contribution to the
sustainability of the SMME sector. Apart from supporting the amendment of the regulations of the PPPFA, the DSBD
will develop guidelines, as well as a monitoring and reporting framework, to guide departments in their engagement
with this important matter.

32



3. STRATEGIC OUTCOME-ORIENTATED GOALS

During the 2016/17 period under review, the DSBD adopted the following strategic outcome-orientated goals:

Table 6: Strategic Goals and Objectives for 2016/17

Strategic goals Strategic objectives

An effective and efficient administration | - To promote compliance and good governance;
To drive sound financial management and controls;
To maintain a sound performance planning, reporting and monitoring

system;
To build human resource capability and promote a culture of high
performance;
To promote external and internal communication on the work of the
Department.
An enabling environment for - To create a conducive legislative and policy environment for SMMEs and
competitive small businesses and cooperatives;
cooperatives + To drive integrated planning and monitoring for SMMEs and cooperatives

development in townships and rural areas;

To drive a comprehensive research agenda on key areas of support to
SMMEs and cooperatives;

To develop and implement a relevant international strategy.

Sustainable small businesses and - To design and implement targeted programmes to support new and

cooperatives in rural and township existing small and medium enterprises in township and rural areas;

areas - Toincrease the participation of SMMEs and cooperatives in the mainstream
economy;

To coordinate and maximise support for SMMEs and cooperatives through
public and private partnerships.

4. PERFORMANCE INFORMATION BY PROGRAMME

4.1.1 Purpose
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 Administration programme covers the work of the following sub-programmes: Ministry, Departmental Management,
Corporate Services, Financial Management, and Communications.
4.1.3 Strategic objectives

To promote compliance and good governance;

To drive sound financial management and controls;

To maintain a sound performance planning, reporting and monitoring process;

To build human resource capability and promote a culture of high performance;

To communicate the work of the DSBD internally and externally.
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4.1.4 Programme Overview

The programme contributes to the development and promotion of small businesses and cooperatives by ensuring
effective leadership, policy directives, executive support and management. Vacancy management, human resources
development and performance management interventions are priorities to support capacity building and development
to fulfil the DSBD's mandate.

4.1.5 Programme summary and performance information

4.1.5.1 Finance

The Office of the Chief Financial Officer saw key appointments during the year under review with the appointment of
the Chief Financial Officer with effect from 1 April 2016 and the Director: Supply Chain Management on 1 August 2016.
These have gone a long way in ensuring that the Department sufficiently plans, develops and manages financial and
operational strategies, and also helps manage the Department’s financial risks.

During the year under review, the Department set out to achieve an unqualified audit opinion on its 2015/16 annual
report, and it proudly did. This was a big achievement, given that this was the first annual report that the Department had
tabled independent of the dti.

The Department also continued to lead by example and showed its commitment to small business with the payment
of eligible creditors within 30 days of receiving an invoice. The Department managed to pay 98% (7 294 out of 7 450) of
its invoices within 30 days of receipt. Were it not for the few challenges experienced during the first half of 2016/17, the
Department would have fully achieved its commitment to pay 100% of its eligible creditors within 30 days.

Despite its attempts to achieve all its targets, the Department failed to maintain over- or under-expenditure of less
than 5% on its budget, under-spending spending by 9.2% (R121 million) its 2016/17 allocated budget (R1.3 billion) as
at 31 March 2017. This was as a result of under-expenditure in compensation of employees (R15.7 million), goods and
services (R13.8 million) and transfer payments (R90.6 million).

Strategies to correct this under-performance are detailed below (refer to the strategies under Programme 1 to address
under-performance).

4.1.5.2 Corporate Services

The Department has done well in the achievement of the national targets in relation to reducing the vacancy rate, the
percentage of women in senior management and the percentage of people with a disability. These three targets in the
APP for 2016/17 were for Corporate Services to deliver, and it ensured that these targets were not only achieved, but
exceeded by 31 March 2017.

With regard to compliance, Corporate Services has positively contributed to the Department achieving an MPAT
rating of 3 for the 2016/17 financial year through the efforts of the Human Resource Management and Development,
Information and Communication Technology, and Records Management units as they pertains to the MPAT targets for
these disciplines.

Further to this, a number of operational targets, articulated below, have been achieved, supporting the achievement of
the Department’s overall mandate.

34



Human Resource Management and Development

The Department developed a SDM as the primary basis for the design of the departmental structure aligned to its
mandate and plans. The SDM was subsequently approved and lauded by the DPSA as a progressive document that
would support the Department moving forward.

An organisational structure was developed that was aligned to the SDM and consulted at all levels internally, as well
as with the DPSA and the Departmental Bargaining Committee (DBC) from October 2016. During the final compilation
of inputs to the submission for the approval of the proposed structure, the Department hit a setback. The inputs on
the DSBD's draft APP for 2017/18 received from the DPME and National Treasury during November 2016 significantly
impacted on moving ahead with the proposed structure, as fundamental changes to the strategy and the APP were
recommended. Amendments to the strategy and the APP ensued and were only finalised at the end of January 2017.
The resultant delay and change of course occasioned the DSBD to revert to the approved start-up structure for
implementation and redesign in the new financial year. This was in an effort to provide stability in support of the delivery
of the APP for 2017/18.

The Department succeeded in implementing a number of the Human Resources Management and Development
(HRMD) targets. These are the finalisation and submission of the Job Access Strategic Framework Report for 2016/17
and the accompanying plan for 2017/18 to the DPSA by 28 February 2017, the development of the employee wellness
policy and development and submission of the employee wellness operational plan, and the review of the human
resources delegations to ensure alignment to the Public Service Regulations, 2016. The Department also finalised
additional strategic documents, such as the Employment Equity Report, Gender Equality Strategic Framework Report
for 2016/17 and the accompanying plan for 2017/18.

Inaddition, the HR Unit facilitated the implementation of the performance management process and finalised disciplinary
cases within the prescribed timeframes. A Human Resource Development Plan for 2017/18 for the Department was
also finalised and submitted to the DPSA.

Legal Services

Legal Services ensured that business continuity prevailed within the prescribed legislative and regulatory frameworks.
This was achieved through the timeous and efficient provision of legal advice and the conclusion of agreements with
stakeholders in terms of its policy and standard operating procedure. The management of and advice regarding
litigation matters minimised the financial and reputational risks for the Department by averting irregular, fruitless and
wasteful expenditure.

Information and Communication Technology

The ICT Security Policy, which was aligned to the Minimum Information and Security Standards (MISS) and the Corporate
Governance of ICT Policy Framework (CGICTPF), was approved. Implementation is ongoing.

The Department migrated from a fairly unstable and cost-intensive Novell platform provided by the dti, to a Microsoft
Active Directory and Exchange environment, thus improving efficiency and stability to one of its critical communication
systems. Email archiving and automatic failover was implemented to ensure service continuity.

The Department had inherited a number of legacy end-user computing devices from the dti and replaced close to 60%
of these ageing devices to improve productivity and efficiency within the Department.

Technology improvements made at the Ministry and in the DG's Office in Parliament and at Parliament Towers
respectively underpin the operational productivity of these offices. The Department also entered into service level
agreements with the State Information Technology Agency (SITA) for the provision of key support services to ensure the
operational functionality of specific IT systems in the Department.
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Security, Facilities and Auxiliary Services

The Facilities and Auxiliary Services Unit established a fully operational office for the DG at Parliament Towers in Cape
Town. The relocation of the Head Office to Block G in the dti campus in Pretoria has been finalised. Registry Services
has been introduced in the Department with a focus on the Human Resource and Financial Management units.

The Department’s security policy, aligned to the MISS and other legislation, is in the draft stage, to be approved for
implementation by the end of the first quarter of the new financial year. High security locks were installed at the Ministry
offices in Pretoria. Verification of the completed vetting forms for key personnel was completed for submission to the
State Security Agency.

4.1.5.3 Communications and Stakeholder Management

Given the crucial role the DSBD plays in the economy, and particularly during the current challenging economic
environment, media generally takes a keen interest in the plans and programmes of the Department to address
unemployment and poverty. There was an increased need for targeted stakeholder engagement throughout the
financial year under review, particularly during the Budget Vote Month, Youth Month and Women's Month.

In order to create awareness of the products and services of the Department and its entities, the Department embarked
on awareness campaigns and was also involved in the launch of different projects during the financial year under review.

4.1.5.4 Strategic Planning, Monitoring and Evaluation

Planning and Reporting

The Department met its reporting, planning, monitoring and evaluation obligations for the period under review in
compliance with government's outcomes-based approach, and introduced monthly and quarterly reporting as standing
items in Executive Committee meetings to instil and encourage performance reporting in the Department.

Planning

During the 2017/18 planning cycle, the DSBS submitted the first draft 2017/18 APP to National Treasury and the DPME
in August 2016. In November 2016, during the DPME's performance dialogue with departments on the 2017/18 APP,
the DPME and National Treasury proposed a change to the DSBD's strategic approach to its mandate, which required
a structure focusing on leading the growth and sustainably of SMMEs and cooperatives in the country, which is a
fundamental shift away from implementation.

Emanating from the recommendations of the performance dialogue, the Department requested an extension from
the DPME and National Treasury to submit the revised second draft 2017/18 APP in January 2017. The DSBD, SEDA
and SEFA (the portfolio) therefore embarked on a process towards the development of an overarching and integrated
strategic framework for the portfolio, to which each of the three entities could then align their own strategic plans and
aligned APPs, and which necessarily also includes an articulation of the small business development delivery value
chain, as well as its roles and functions at portfolio level, together with defined portfolio indicators and targets.

The outcome of the above process was then reflected in the form of a portfolio strategic framework, intended to inform
the aligned strategic plans and APPs for the DSBD, SEDA and SEFA for the period leading up to 2019/20.
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Reporting

Duringtheyearunder review, the Departmentstrengthened the performance management system. Theseimprovements
are reflected in the alignment between its operation plans, the APP and demand plans.

To encourage reporting accountability, senior management resolved that there should be a standing item on
monthly and quarterly Executive Committee meetings where core branches and supporting business units (Finance,
Corporate Services and Communications, and Stakeholder Management) report on monthly performance progress
and consolidated quarterly performance progress. These reports were thoroughly interrogated and engagement
took place among senior management regarding the direction of the Department's performance. The Accounting
Officer could then present the Department's quarterly reports to the Executive Authority, the DPME, Parliament or
the Audit Committee. The Internal Audit Unit also provided combined assurance to the Accounting Officer by auditing
all performance reports against the evidence produced. This action has set the Department on a compliance and
accountability trajectory.

The Department, together with its two implementing agencies, SEDA and SEFA, introduced quarterly Governance
Forum meetings to discuss matters pertaining to the achievement of the Department's mandate: performance
issues, challenges affecting the successful implementation of programmes, developments in the small business and
cooperatives sector, and strategies to further strengthen the alignment of the agencies’ deliverables to the mandate
of the Department. So far, the engagements between the Department and its agencies have been only positive and
encouraging.

The following table depicts the performance information of Programme 1 against the strategic objectives, performance
indicators, planned targets and actual achievements. It should be noted that the Department applied the following
criteria to evaluate its performance:

Rating Criteria
Target achieved or exceeded 100% or above
Target partially achieved 75-99%
Not achieved 74% and below

While the criteria for “not achieved” at 74% and below is harsh, it should be noted that, in all instances, there was an
application of effort and resources. The “reasons for variance” explain why the target was not achieved, but this does
not mean that no funds were spent in the delivery achieved. The Department wishes to unequivocally declare that none
of the eight areas of “not achieved” are devoid of effort and budget spent

Table 7: Programme 1: Performance against 2016/17 annual performance plan targets

PROGRAMME 1: ADMINISTRATION
Strategic-outcome oriented goal: An efficient and effective administration
Strategic Performance | Actual performance against Deviation from | Reasons for variance
objective indicator target planned target
Planned Actual for 2016/17
target achievement
2016/17 2016/17
To promote Clean audit Unqualified Unqualified audit N/A N/A
compliance audit outcome | outcome for the
and good for the 2015/16 | 2015/16 financial
governance financial year year
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To drive sound

Over- or under-

Maintain <5%

Under-expenditure was mainly
due to under- spending of
R90.6 million in transfer
payments due to challenges in
the implementation of planned
programmes, and under-
spending in compensation

of employees and goods and
services by R15.7 million and
R13.8 million respectively.
Transfer payments refer to
under-spending in the CIS,
NIBUS and the Enterprise
Incubation Programme (EIP).
Reasons for variance and
corrective action in each of
these areas are discussed in the
Programme 3 report.

In terms of compensation of
employees, corrective action is
discussed below.

2% (156 of the
7 450 eligible
creditors were
processed after

Logistical delays affected the
achievement of this target.

financial expenditure on | over- or under-

anagement and | annual budget | expenditure on

controls annual budget
100% of 100% of
payments to payments
eligible creditors | to eligible
processed creditors
within 30 days processed

within 30 days

To maintain APP tabled 2017/18 APP

a sound tabled in

erformance Parliament

planning,

;?Sgirttcl)r:igngnd SDIP approved | SDIP produced

process and approved

Quarterly Four quarterly
performance performance
reports reports
submitted to submitted to
DPME at the DPME after the
end of each end of each
quarter quarter
Annual reports | DSBD Annual
tabled Report
2015/16

approved and
tabled
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N/A N/A
N/A N/A
N/A N/A
N/A N/A




To build human

Maintain a <10%

Maintain a

The Department prioritised the
filling funded posts that were
vacant during the financial year
under review.

In order to reach the target,

the Department is committed
to gender equality and
prioritised the recruitment and
appointment of suitable women
candidates in senior positions.

There were disclosures
of disability from current
employees.

N/A

There was an increased need
for stakeholder engagement
during the financial year under
review, mainly due to increased
support for and awareness of
the Department’s existence. In
addition, there were targeted
stakeholder engagements
throughout the financial year,
particularly during the Budget
Vote Month, Youth Month and
Women’'s Month.

Given the crucial role the
Department plays in the
economy, and particularly
during the current challenging
economic environment, media
generally takes a keen interest
in the plans and programmes
of the Department to address
unemployment and poverty.

resource vacancy rate <10% vacancy
capability and rate
promote a
culture of high
performance 50% of women | 50% of women 3.5%
(SMS) in SMS
2% of people 2% of people 0.5%
with disability with disability
To Project profiles | 12 project N/A
communicate of best practices | profiles of best
the work of the practices
Pepartment Stakeholder Eight 11 stakeholder
internally and
engagement stakeholder engagements
externally
engagements
Number 35 media Four media
of media engagements engagements
engagements
Proactive 12 awareness Nine awareness
awareness campaigns campaigns
campaigns

In order to create awareness
of the products and services of
the Department and its entities,
the Department embarked on
awareness campaigns and was
also involved in the launch of
different projects during the
financial year under review.
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4.1.6 STRATEGIES TO OVERCOME AREAS OF UNDER-PERFORMANCE

4.1.6.1 The Department has implemented an invoice-tracking system that improved the payment and processing of
invoices during the second half of the financial year under review.

4.1.6.2 The Department will improve project management planning during the annual performance planning phases so
as to link the budget, demand and procurement plans to the annual targets.

4.1.6.3 The Department will strengthen performance progress reviews and engage more with the Office of the Chief
Financial Officer, particularly on targets that are under-spent in the beginning of the implementation period. This
will put accountability on all programme managers and implementers during quarterly reporting meetings with the
Department’s Executive Committee.

4.1.7 Changes to planned targets

None.

Table 8: Linking performance with budgets

Sub- programme | 2016/17 2015/16
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
Ministry 30 541 29 691 850 31848 29897 1950
Departmental 16342 14514 1828 19763 15232 4 531
Management
Corporate Services | 39 433 33455 5978 29246 21317 7929
Financial 16 089 14929 1160 -
Management
Communication 8620 6 335 2285 - -
and Marketing
Total 111 025 98 925 12 100 80 857 66 447 14 410

4.1.8 Reasons for Variance

Expenditure for Programme 1 was R98.9 million, or 89.1% of the projected budget of R111 million, resulting in an
under-expenditure of R12.1 million (10.9%), which is an improvement of 6.9% (R2.3 million) from the 2015/16 financial
year.

The under-expenditure occurred largely on computer services due to delays in the approval of a service level agreement
(SLA) between DSBD and SITA for information and communication technology support. A commitment of R3.6 million
was raised at the beginning of the financial year for a period of 12 months. The SLA between the DSBD and SITA was
renegotiated as the defined services could not be delivered as SITA's specific technology infrastructure dependencies
had not yet been implemented. The revised SLA only accommodates rendered services over the period and will be
invoiced accordingly upon the approval of the new service level agreement between the two entities.

4.2.1 PURPOSE

The purpose of Programme 2 is to formulate policy and conduct research for the development and growth of sustainable
small businesses and cooperatives that contribute to the creation of employment and economic growth.



4.2.2 LIST OF SUB-PROGRAMMES

The programme is divided into the following sub-programmes:

Policy and Research: This sub-programme is responsible for the development of a comprehensive research agenda
and a policy environment for the optimal development of SMMEs and cooperatives.

Monitoring and Evaluation: This unitis responsible for the development of monitoring and evaluation frameworks and
instruments to capacitate the branch with the ability to monitor and evaluate the planning, design and implementation
of the Department's programmes to improve efficiencies and the effectiveness of the programmes, and to enable
evidence-based policy making. The mainstreaming unit, within the sub-programme, is responsible for reporting on the
attainment of the Department’s targets in terms of designated groups, as well as the development of a framework for
the development of a mainstreaming strategy.

International Relations: This unit is responsible for the development of an international relations strategy. It
also represents the Department at international relations events and actions, as well as international growth and
development opportunities for SMMEs and cooperatives.

4.2.3 Strategic Objectives
The strategic objectives of the programme are as follows:

Create a conducive legislative and policy environment for SMMEs and cooperatives;

Drive an integrated planning and monitoring for SMMEs and cooperatives development in townships and rural
areas;

Drive a comprehensive research agenda on key areas of support for SMMEs and cooperatives;

Develop and implement a relevant international strategy.
4.2.4 Programme Summary And Performance Information
4.2.4.1 Targeted stakeholder consultations on the amendment of the National Small Business Act of 1996 as

amended

The Department conducted provincial consultations across the nine provinces, as well as two national consultations.
The aim of these consultations was to solicit inputs into the review of the National Small Business Act (Act No. 102
of 1996) (NSBA), read with the National Small Business Act (Act No. 26 of 2003) and the National Small Business
Amendment Act (Act No. 29 of 2004) from the small business sector, government departments, practitioners, small
business owners (formal and informal), cooperatives, academia, business associations, the private sector, agencies, the
European Commission and various experts in the small business and cooperatives sector.

The objectives of the stakeholder consultations were as follows:

Facilitate an open and inclusive approach to consultation that provides timely and transparent information on the
review of the NSBA to stakeholders;

Provide an opportunity for stakeholders to provide feedback on the NSBA and to voice their concerns regarding
areas that affect them and their businesses;

Gather baseline information held by the stakeholders on the NSBA;

To further enrich the process of analysing and reviewing the NSBA, the Department appointed a service provider to
undertake a comparative analysis of the NSBA from a number of countries against our own.
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4.2.4.2 Reviewing the 2007 Integrated Strategy on the Promotion of Entrepreneurship and Small Enterprises

The planned target for the review of the integrated strategy in the fourth quarter was a framework approved by the
Executive Committee (Exco). However, following consultations with the DPME, it was decided that the evaluation of the
strategy should be included in the 2017/18 National Evaluation Plan, which was approved by Cabinetin 2016/17. It was
then logical to delay the review of the strategy until the completion of the evaluation, due to be concluded by November
2017. As such, Cabinet requires an improvement plan on all studies conducted under the annual national evaluation
plans. The review and revision of the strategy is most likely to be undertaken in 2018/19. Further to this, a submission
to note the deviation from the APP has been approved by the DG and submitted to the Minister for noting, as well as
the DPME.

4.2.4.3 Definition of SMMEs

SMMEs play an important role in the South African economy as drivers of economic growth, innovation and job creation.
The 1995 White Paper became the first attempt at pursuing a more integrated approach to the development and
support of small business support. The White Paper took the stance that, since publicly funded support for small
enterprises should only be granted to those really needing it, the objective definition and classification of different types
of small enterprises is essential. Subsequently, the 1996 NSBA provided a schedule of the definition of SMMEs, which
was updated in 2003.

Since the NSBA was promulgated, a number of research studies to review the national definition of SMMEs and inform
a possible revision of this definition have been commissioned. The Department commissioned a study to review and
consolidate the research that has been undertaken on the definition of small business in South Africa. This research
involves undertaking a gap analysis of developments and changes affecting the SMME definition from 2010 to date,
identifying and evaluating perceived contradictions and tensions between the NSBA's definition of SMMEs and various
other legislation and/or policies, and formulating recommendations on the definition of SMMEs (thresholds, proxies
and sectors) to be applied henceforth in a revised NSBA.

4.2.4.4 National Interdepartmental Coordinating SMME and Cooperatives committees

The DSBD initiated a National Interdepartmental Coordination Committee in 2015/16. This Committee met quarterly,
as planned, in 2016/17. The Committee is designed to reflect a government-wide perspective to promote and support
the growth and development of the small business and cooperatives sector through interdepartmental planning,
coordination and reporting, with the following specific objectives, in accordance with the approved Terms of Reference
of the Committee:

Facilitate integrated planning and enhance coordination between national government departments involved in the
small business and cooperatives sector through transversal agreements;

Facilitate information-sharing among departments, both on specific departmental initiatives and on national and
international research and experiences;

Facilitate joint participation in the development of research, policy, strategy and legislation affecting small business
and cooperatives development in consultation with the small business sector;

Promote advocacy for small business and cooperatives development;

Develop joint indicators in order to monitor the status of the small business and cooperatives sector, and measure
impact on investments;

In-principle agreement has been reached on key requirements for an integrated framework for reporting.

4.2.4.5 Interprovincial Coordination Committee

Similarly, an Interprovincial Coordination Committee on SMMEs and cooperatives was established in 2015/16. This
Committee also met quarterly, as planned, over the reporting period. The objectives of the Provincial Coordination
Committee are as follows:
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Facilitate government strategic objectives around job creation, economic growth and service delivery imperatives
as awhole;

Holistically define and drive the strategic direction and priorities for national and provincial government as well as
project implementation;

Encourage collaboration, trust and responsiveness between the stakeholders that form part of the task team.

4.2.4.6 Annual review on the status of small business and cooperatives of 2014

The approval of the 2014 annual review was signed by Minister on 11 November 2016.

4.2.4.7 Annual review on the status of small business and cooperatives of 2016

The purpose of the review was to analyse and improve the availability of reliable statistical and descriptive information
on small businesses and cooperatives support and to further provide for an analysis of quantifiable data on small
business across all provinces of South Africa. The study will provide valuable data for support institutions, in particular,
and all state organs involved in small businesses and cooperatives support, in general.

The availability of this information will also enable government to monitor the impact of the devised small business
development policies and the need for any future research and policy development. The analysis will cover the entire
spectrum of the small businesses and cooperatives sector. By the fourth quarter, the inception report was finalised and
minor timeline changes were made to ensure that thorough stakeholder consultation is undertaken. The first milestone
to deliver a draft literature review has been finalised and the review has been circulated to key stakeholders for input.

4.2.5 Strategies to overcome areas of underperformance

4.2.6 Changes to planned targets

None. However, the following should be noted:

The APPrequiredthebusinessunittoreviewandapprovethelntegrated Strategyonthe Promotion of Entrepreneurship
and Small Enterprises (townships and rural enterprises). This performance indicator was reprioritised following
guidance from the DPME to initiate an evaluation on the strategy prior to reviewing the strategy. It was advised
that the finding and recommendations stemming from the evaluation would provide evidence-based information
towards the review;

Due to this reprioritisation of an evaluation before the review, the performance indicator “a reviewed and approved
Integrated Strategy on the Promotion of Entrepreneurship and Small Enterprises” and its respective targets for the
2016/17 financial year were t met. The reasons for this deviation will be reported in the 2016/17 annual report, as
advised by the DPME.

Table 10: Linking performance to budgets

Sub- 2016/17 2015/16

programme | ring) Actual (Over)/ Final Actual (Over)/
appropriation expenditure under- appropriation | expenditure | under
R'000 R'000 expenditure | R'000 R’000 -expenditure

R'000 R'000

Policy, 23756 13 645 10111 12 241 11692 549

Research and

Legislation

Monitoring 2079 204 1875

and Evaluation

Total 25835 13 848 11987 12 241 11 692 549
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Reasons for variance

Expenditure for Programme 2 was R13.8 million, or 53.6% of the projected budget of R25.8 million, resulting in an
under-expenditure of R11.9 million (46.4%), which is a downward slide of R11.4 million (41.9%) from the previous
financial year. The programme also underperformed on consultants due to delays on the commencement of research
projects such as the SMME definition, enterprise ecosystem and sector prioritisation studies.

4.3.1 Purpose

The purpose of Programme 3 is to support the development and growth of small businesses by designing financial and
non-financial business development support programmes and interventions.

4.3.2 List of sub-programmes
The branch has the following sub-programmes:

Cooperatives Development Support;
Competitiveness Support;

Enterprise Development;

Market Development and Stakeholder Relations;
Development Finance.

4.3.2.1 Cooperatives Development Support

This unit manages, facilitates and supports the development of cooperatives in order to improve their competitiveness
and growth. The unit aims to execute its mandate by means of the following:

Providing for the establishment of the Cooperatives Development Agency;
Providing for the establishment of the Cooperative Tribunal;
Assisting with the establishment of the Cooperatives Training Academy;
Providing for the establishment and effective secretariat function of the Cooperatives Advisory Council (CAC);
Formulating and reviewing financial support instruments to promote the economic viability and sustainability of
cooperative enterprises.

4.3.2.2 Competitiveness Support

This unit is responsible for creating an enabling environment for local businesses and institutions to strengthen the
local economy. The unit implemented its mandate by means of the following:

Facilitating the decentralisation of business development support services;

Identifying and creating opportunities to expand the economy in terms of new sources of jobs and economic
activities for local communities;

Advocating for a conducive regulatory environment to grow and sustain SMMEs and cooperatives;

Implementing a national strategy for the upliftment of informal businesses.

4.3.2.3 Enterprise Development

This unit is responsible for designing programmes that will support the creation and growth of SMMEs. These were
delivered by means of the following:
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Facilitating the provision of business development support to increase the current number of SMMEs and their
contribution to the gross domestic product (GDP) and employment through entrepreneurship development;

Facilitating the packaging of successful small businesses as micro franchisors;

Facilitating the growth and sustainability of small businesses in various economic sectors.

4.3.2.4 Market Development and Stakeholder Relations

This unit is tasked with establishing strategic partnerships with other spheres of government and the private sector
for the sustainable development of SMMEs and cooperatives by ensuring access to markets and expansion into new
markets and innovation. The unit achieve this by means of the following, among others:

Coordinating the implementation of 30% set aside for SMMEs and cooperative enterprises in the public sector;

Developing programmes to assist in improving the quality of products, assisting local suppliers to expand production
capacity;

Establishing and building long-term, effective supplier partnerships between SMMEs and cooperatives with
established businesses;

Maintaining consultation with all stakeholders related to corporate partnership aspects.

4.3.2.5 Development Finance

This unit designs, develops and administers a set of incentive programmes to target a wide range of cooperatives,
informal enterprises and SMMEs. It aims to develop, (re)design and implement instruments that are aligned to the
national strategic direction in terms of support for SMME and cooperatives. The unit aims to improve relationships
with stakeholders and customers by providing them with a quality service. It administered six programmes during the
period under teview: the BBSDP, the SEIF, Informal and Micro Enterprise Development Programme (IMEDP), the EIP, the
CIS, including the Secondary Marketing Cooperative (SMCIS), which is a sub-programme of the CIS and the Emerging
Enterprise Development Programme (EEDP). Furthermore, it planned to review the current CIS and BBSDP guidelines
and to finalise the current BBSDP and CIS impact study project (in collaboration with Stellenbosch University).

4.3.3 STRATEGIC OBJECTIVES

To design and implement targeted programmes to support new and existing small and medium enterprises in
townships and rural areas;

To increase participation of SMMEs and cooperatives in the mainstream economy;

To coordinate and maximise support for SMMEs and cooperatives through public and private partnerships;

To drive an integrated planning and monitoring for SMMEs and cooperatives development in townships and rural
area.

4.3.4 PROGRAMME PERFORMANCE INFORMATION: ACHIEVEMENTS

4.3.4.1 Informal businesses supported through IMEDP

During the 2016/17 financial year, the Department exceeded the target of 7 000 by supporting 7 848 informal
businesses through the IMEDP. The support comprised the further training of cooperatives, which focused on business
management skills in collaboration with institutions such as United Nations Women, the Ekurhuleni Metro, SEDA and
the North West Development Corporation. The provision of this training contributed towards the development of an
effective informal business sector that will ultimately make a meaningful contribution to the growth of the country’s
economy.
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4.3.4.2 Informal business infrastructure developed through the SEIF programme

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.

The target for the financial year under review was for six informal business infrastructure projects to be approved
through the SEIF. This was aimed at ensuring that infrastructure is provided for small enterprises to function optimally.

During the period under review, the following projects were approved:
Masai Village, Venda, Limpopo;
Mnambithi, KwaZulu-Natal;
Ingguza Hill, Eastern Cape;
Tsakuma Market, Makhado, Limpopo;
Umuziwabantu, KwaZulu-Natal;
Greater Taung, North West.

The provision of business infrastructure in these areas will contribute to the realisation of the informal business sector’s
potential to grow and add efforts towards local economic development and job creation.

4.3.4.3 Cooperatives supported through training

As part of its mandate to ensure the development of cooperatives in the country, the Department trained 271
cooperatives on bookkeeping, cooperative governance and quality management. Moreover, the DSBD made efforts to
link cooperatives to the market value chain, and was successful in linking 32 cooperatives to the SAB Women-in-Maize
supplier development programme under CROP 17.

The purpose of the Women-in-Maize programme is to improve the skills and livelihoods of women farmers operating
in underserved communities by providing training, financing and access to markets. To date, the cooperatives have
enjoyed marked success in the areas of crop planting, income generation and employment creation.

4.3.4.4 Enterprise Incubation Programme

The EIP is a pilot programme that is aimed at supporting the establishment of new incubators, as well as the growth
and expansion pf existing ones. The EIP pilot programme implemented a market-driven approach to identify incubation
opportunities and link them to supplier development. The programme incentivised incubators that nurtured small
enterprises and cooperatives to gain competitive technical and business development skills and mentorship to facilitate
the fulfilment of supply chain quality requirements. The EIP leaned towards physical incubation as opposed to virtual
incubation through the level of technical skills and “hand-holding” required by small enterprises and cooperatives.

The annual target of supporting seven incubators was achieved. The supported incubators are located in Limpopo,
Eastern Cape and Gauteng, and are in the agriculture, wildlife value chain and tourism, creative industries, construction
and automotive industries.

Itis anticipated that the incubators and incubatees will contribute to create jobs in their local communities. The industry
distribution is focused on sectors that will contribute immensely to the promotion of the small business sector to reach
its potential of driving job creation and economic growth, especially in the township and rural areas.
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Table 9: Programme 2: Performance Against 2016/17 Annual Performance Plan Targets

PROGRAMME 2: SMMEs and Cooperatives Policy and Research

legislative and
policy environment
for SMMEs and
cooperatives

consultation
engagements on
the amendment of
the NSBA of 1996,
as amended

consultations on
the amendment
of the NSBA

of 1996, as
amended

workshops on
the NSBA were
successfully
hosted. A
consolidated
report on the
stakeholder
consultations
was produced.
A report on
proposed areas
of amendments
was produced
and submitted to
the Minister for
consideration.

Strategic objective |Performance Actual performance against Deviation from | Reasons for variance
indicator target planned target
Planned target Actual for 2016/17
2016/17 achievement
2016/17
To create a Conduct Targeted Two stakeholder | N/A N/A
conducive stakeholder stakeholder consultation

Review and
approve the
Integrated
Strategy on the
Promotion of
ntrepreneurship
and Small
Enterprises

Review the
integrated
Strategy on the
Promotion of
ntrepreneurship
and Small
Enterprises

The review of

the Strategy on
the Promotion of
Entrepreneurship
and Small
Enterprises was
not completed.

The review of
the strategy has
been postponed
to allow for an
evidence- based
review, based
on the findings
of the national
evaluation of the
strategy.

DPME, in consultation
with DSBD, decided to
include the Integrated
Strategy on the Promotion
of Entrepreneurship

and Small Enterprises in
the National Evaluation
Programme. Following
Cabinet approval of

the 2017/18 National
Evaluation Programme,
inclusive of the Integrated
Strategy on the Promotion
of Entrepreneurship and
Small Enterprises, it was
agreed to postpone the
review of the strategy to
allow for an evidence-
based review, based on
the findings of the national
evaluation.

piloting of the
programme was
done on the CIS.

Research report Research report | The research N/A N/A
on legislative on legislative report on
and regulatory and regulatory | legislative and
protocols protocols regulatory
impeding SMMEs | impeding protocols
and cooperatives | SMMEs and impeding SMMEs
concluded cooperatives and cooperatives
concluded was concluded.
To drive integrated | A monitoring Develop and A pilot monitoring | N/A N/A
planning and framework to implement a and evaluation
monitoring for monitor SMMEs monitoring framework was
SMMEs and and cooperatives | framework developed. Due
cooperatives support, in to monitor to the fact that
development in terms of a 30% SMMEs and a 30% public
townships and rural | public sector cooperatives procurement
areas procurement support programme was
programme not operational,
developed the testing and
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50% of total
enterprises
supported are
women-owned
enterprises

50% of total
enterprises
supported are
women-owned
enterprises

Exceeded the
target by 5%

30% of total
enterprises
supported are
youth-owned
enterprises

This is a new target.

As the Department
historically focused on the
empowerment of women,
it had @ mechanism in
place to advance and
exceed the target.

30% of total
enterprises
supported are
youth-owned
enterprises

18%

50% of total
enterprises
supported are
from townships

This is a new target, which
required a paradigm

shift and completely

new approach to
implementation planning
and reporting, and the
Department was unable
to effectively plan for the
delivery of this target.
However, the participation
of youth in the economy
remains an important
impact measurement, and,
having identified the root
causes, the Department
will correct these
limitations in 2017/18.

50% of total
enterprises
supported are
from townships

29% together
with under-
reporting

30% of total
enterprises
supported are
from rural areas

As above. In addition,

this was a new target
introduced in 2016/17.
The Department still

relied on applications
received without deliberate
strategies to solicit

more applications from
townships. Itis also a
reflection of systemic
obstacles (vibrant township
economies that are unable
to access the available
services or are not aware
of these services). The
Department will work with
provinces through their
township revitalisation
programmes and focus its
stakeholder consultations
and awareness campaigns
on townships in 2017/18.

30% of total
enterprises
supported are
from rural areas

2% together with
under-reporting
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PROGRAMME 2: SMMEs and Cooperatives Policy and Research

Strategic objective |Performance Actual performance against Deviation from | Reasons for variance
indicator target planned target
Planned target Actual for 2016/17
2016/17 achievement
2016/17
2.5 Todrive a Research reports | 2. Research One (1) key ereas | One (1) research | Avoidable delays resulted
comprehensive on SMMEs and reports on for research report, on SMME | in the procurement
researchagenda of | Cooperatives key | key ereas of that were Eco-system, was | of a service provider
support for SMMEs | ereas of support | SMME's and idenitified were: not finilised by occurring later (Q3 only)
and Cooperatives Cooperatives 1. The SMME Eco- | the end of the than planned and thus
System. financial year the study could not be
The research was concluded. Exco was
not finalised. A however presented with
draft report was a draft report. The report
received by the will be finalised in Q2 of the
end of thef/y 2017/18 finacial year.
2. The |SMME
Definition. The
research report
on the SMME
Definition has
been finalised.
2.6 Todrive a Programme 1 Evaluation 1 Evaluation N/A N/A
comprehensive Evaluation reports | report on report on
research agenda on the planning, planning, planning,
on key areas of design and design and design and
support for SMMEs |implementation implementation |implementation
and Cooperatives |of SMMEs and of SMME's and  |of SMME's and
Cooperatives Cooperatives Cooperatives
programmes programmes programmes was
approved at the
EXCO meeting
held on 27 March
2017.
2.7 To develop Approved Approved The department's | N/A N/A
and implement international international International
a relevant relations strategy | relations Relations Strategy
international strategy was approved at

relations strategy

the EXCO meeting
held on 27 March
2017
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4.3.4.5 Partnerships

The aim of this target was to establish strategic partnerships with other government departments and the private
sector for the increased support of SMMEs and cooperatives by ensuring access to markets and expansion into new
markets and innovation. Partnerships were established and built with established businesses, and the DSBD continued
to mobilise all relevant stakeholders in respect of corporate partnerships that can be mutually beneficial to the private
sector and small enterprises.

The annual performance target of entering into 10 partnerships to support SMMEs and cooperatives was exceeded, as
14 partnership agreements were signed. The annual target was exceeded by four agreements due to the unit's ability
to be effective and efficient during the discussion, negotiation and finalisation of partnership agreements.

4.3.4.6 National co-location programme

The national co-location programme was implemented to deliver integrated complementary services offered by the
DSBD, SEDA and SEFA to increase the availability of support services offered to small enterprises in townships and rural
areas.

The execution of the programme was also aimed at bringing together small business development support services
offered by the agencies of the national and provincial departments to increase access to government services,
particularly in the historically disadvantaged communities.

The targets of developing a national co-location programme concept document, approving an implementation plan and
establishing 27 co-location points were achieved. It is important to note that the establishment of co-location points
across the country was executed in collaboration with SEDA, SEFA and other partners.

4.3.4.7 Integrated planning engagements with Local government

The DSBD embarked on integrated planning engagements with local government departments to ensure the alignment
of government's different plans. This work was achieved through the DSBD's participation in integrated development
planning (IDP) forums. Key to this alignment is the need to ensure that local government's plans are aligned to
government's overall sector priorities.

The annual performance targets of participating in 15 integrated planning engagements with local government
departments through local economic development (LED) (IDP) forums and the production of reports were achieved by
conducting 15 integrated planning engagements with local government departments.

4.3.5 PERFORMANCE INFORMATION: AREAS OF NON-PERFORMANCE OR UNDER-ACHIEVEMENT

4.3.5.1 Cooperatives Development Agency

As one of the efforts to strengthen the existing support value chain for cooperatives, the Department proposed, through
the Cooperatives Amendment Act (Act No. 6 of 2013), the establishment of the CDA, with the mandate and purpose
to develop and support cooperatives. The key aim of the CDA was to provide a one-stop-shop mechanism aimed at
streamlining financial and non-financial support to cooperatives.

The objectives of the CDA were as follows:

Provide financial and non-financial assistance to cooperatives to enable their development;

Provide business support services, including but not limited to mentorship and post-investment and registration
support, and access to market services to cooperatives;

Assist cooperatives to fully comply with the requirements of the Act;

Provide access to information regarding all products, programmes and services available to cooperatives;
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Carry out independent review reports on behalf of the qualifying primary cooperatives and ensure that such
cooperatives submit these reports to the Registrar;

Develop and maintain data on cooperatives in partnership with the Registrar, relevant national and provincial
departments, municipalities and other role players;

The annual performance target of establishing the CDA was not achieved due to the lack of a budget allocation. A
number of attempts were made to mobilise resources from National Treasury, but the attempts were unsuccessful.

4.3.5.2 Cooperatives Incentives Scheme

The goal of implementing the CIS was to promote the development and competitiveness of sustainable cooperatives
that promote equity and greater participation by black persons, women, people with disabilities and youth. Essentially,
CIS is an incentive that aims to improve the viability and competitiveness of cooperative enterprises by lowering the
cost of doing business.

The CIS only managed to support 240 cooperatives, as opposed to the annual target of 370 cooperatives. This is due to
delays with the systems transfer from the dti to the Department. The unit was unable to release approval contracts due
to the unavailability of the system administrator to correct the situation and finalise the migration of the CIS platform
to the DSBD.

4.3.5.3 Black Business Supplier Development Programme

Through BBSDP, the DSBD assisted 589 small and medium enterprises with financial and non-financial support. The
achievement missed the planned annual target by 11, which represents 1.8% under target.

PROGRAMME 3: SMMES AND COOPERATIVES PROGRAMME DESIGN AND SUPPORT

TABLE 11: PROGRAMME 3: PERFORMANCE AGAINST 2016/17 ANNUAL PERFORMANCE PLAN TARGETS

PROGRAMME 3: SMMEs and Cooperatives Programme Design and Support

Strategic Performance Actual performance against target | Deviation Reasons for
objective indicator Planned target Actual from planned | variance

2016/17 achievement  tarsetfor

2016/17 2016717

To design and Informal 7 000 informal 7 848 848 additional | Given the sheer size
implement businesses businesses supported informal of the informal sector,
targeted supported through | through the IMEDP businesses the demand and the
programmes to the IMEDP were support of multiple
support new and supported. partnerships, the

existing small
and medium

enterprises in
township and
rural areas

Department was able
to exceed the target
of supporting informal
businesses through
further training.

The Department
committed to over-
reaching itself to
support the informal
sector.
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PROGRAMME 3: SMMEs and Cooperatives Programme Design and Support

Strategic Performance Actual performance against target | Deviation Reasons for
objective indicator Planned target ]| from planned  variance
2016/17 achievement  tarsetfor
2016/17 2016/17
To increase the | Informal business | Six informal Six informal N/A N/A
participation of infrastructure business business
SMMEs and developed infrastructure infrastructure

cooperatives in
the mainstream
economy

through the SEIF

projects approved
through the SEIF

projects were
approved. The
six projects are
Matsila Trust,
Mnambithi,
Ingguza Hill,
Makhado,
Umuziwabantu
and Greater
Taung.

Rescue strategy
developed

Rescue strategy for
small enterprises
and cooperatives
developed

The rescue
strategy was not
developed during
the financial year
under review.

No developed
business
rescue
strategy

Although some
milestones were
achieved towards
the target, that

did not amount to
the achievement
of the target,
however. This was
due to a lack of
sufficient personnel
to undertake the
implementation of
the target.

Establish CDA

Establish CDA

The CDA was not
established

The CDA
was not
established.

The lack of budget
allocation affected
the establishment
of the CDA. This
was coupled by
the delay in the
proclamation of the
Cooperatives Act.
Some milestones
were achieved
towards the annual
target. However, it
did not amount to
the achievement
target.
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PROGRAMME 3: SMMEs and Cooperatives Programme Design and Support

than planned.

Strategic Performance Actual performance against target | Deviation Reasons for
objective indicator Planned target P from planned | variance
2016/17 achievement  tarsetfor
Cooperatives 370 cooperatives 240 cooperatives | Supported There were delays
supported supported through supported fewer with the systems
through the CIS | the CIS through the CIS | cooperatives | transfer from the

dti to the DSBD.
This posed internal
administrative
challenges and
resulted in a delay
in finalising the
migration of the
CIS platform to the

Department.
Cooperatives 250 cooperatives 271 cooperatives | 21 more The Cepartment,
supported supported through supported cooperatives | through the German
through training training through training | supported Cooperative
through Raiffeisen
training Confederation
(DGRV), managed
to fulfil the high
demand in training
by cooperatives
during the financial
year under review.
Small and medium | 600 small and medium | 589 small 11 less small This non-achievement
enterprises enterprises supported | and medium business was mainly due to
supported through | through the BBSDP enterprises projects were internal administrative
financial and non- supported through | approved. challenges faced by
financial support the BBSDP the Development
Finance Unit.
Incubators Seven incubators Seven incubators N/A N/A

supported through
the EIP

supported through the
EIP

supported through
the EIP: Africa
Excel Advisory
Services (Pty) Ltd,
Matsila Community
Development Trust,
Limpopo Wildlife
Business Incubator,
Nunnovation Africa
Foundation, Imvula
Trust, Nomakhwezi
Darling Benya
Primary
Cooperative,
Steelbest
Manufacturing
(Pty) Ltd.
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PROGRAMME 3: SMMEs and Cooperatives Programme Design and Support

Strategic Performance Actual performance against target | Deviation Reasons for
objective indicator Planned target P from planned | variance
2016/17 achievement  tarsetfor
To coordinate and | Partnership 10 partnership 14 partnership Four more There is a high
maximise support | agreements agreements entered agreements agreements need to partner with
for SMMEs and entered into to into to support entered into to were entered other stakeholders
cooperatives support SMMEs SMMEs and support SMMEs into. in order to fulfil the
through public and cooperatives cooperatives and cooperatives. mandate of SMMEs
and private The supported and cooperatives

partnerships

incubators are
located in Limpopo,
Eastern Cape and
Gauteng and are

in the agriculture,

development. The
Market Access
Unit was effective
and efficient during
the discussions,

wildlife value negotiations,
chain and tourism, and finalisations
creative industries, of partnership
construction agreements
and automotive
industries.
National co-location | National co-location The national N/A The Department,
programme programme concept co-location together with its
implemented document and programme agencies and partners,
implementation plan concept document and in an effort to
approved. and implementation increase stronger
plan were alignment in the
27 national co-location | approved. shared purpose of the
points established Department and its
27 national co- agencies, committed
location were to easing the business
points established. operating environment
and reducing red
tape for SMMEs and
cooperatives in the
rural areas.
A National National The National N/A N/A
Interdepartmental Interdepartmental Interdepartmental
SMMEs and SMMEs and Coordinating
Cooperatives Cooperatives Committee was
Development Development duly established
Coordinating Coordinating
Committee Committee An integrated
established, established planning framework
quarterly reports with national
produced. Develop integrated governments was
planning framework developed.
Develop integrated | with national
planning framework | governments
with national Three quarterly
governments Three quarterly reports were
reports prepared prepared

based on the
implementation of
recommendations

based on the
implementation of
recommendations.
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PROGRAMME 3: SMMEs and Cooperatives Programme Design and Support

engagements with
local government
departments
through LED
forums and reports
produced

engagements with
local government
departments through
LED forums and
reports produced

planning
engagements with
local government
departments
through LED
forums and reports
were produced.

Strategic Performance Actual performance against target | Deviation Reasons for
objective indicator Planned target P from planned | variance
2016/17 achievement  tarset for
Develop integrated | Develop integrated The Provincial N/A N/A
planning framework | planning framework Interdepartmental
with provincial with provincial Coordinating
governments governments Committee was
duly established
Four quarterly Quarterly with four quarterly
Interprovincial Interprovincial meetings held.
Coordinating Coordinating
Committee Committee report Three quarterly
meetings produced reports were
prepared.
Integrated planning | 15 integrated planning | 15 integrated . N/A N/A

4.3.6 Strategies to address under-performance

The Department will request additional funding from National Treasury so that the process of establishing the CDA
can start without delay;

The Department will finalise the migration of the CIS platform from the dti to the DSBD and acquire the services of
a system administrator to run the system and enable the processing and releasing of approval contracts.

4.3.7 Changes to planned targets

None

4.3.8 Linking performance to budgets

Table 12: Linking performance to budgets
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Sub-programme | 2016/17 2015/16
Final Actual (Over)/ Final Actual (Over)/
appropriation expenditure | under- appropriation | expenditure | under-
R'000 R’000 expendiure R’000 R'000 expenditure
R'000 R'000
Enterprise 690 246 689 920 326 660 265 652 834 7430
Development
Competitiveness 68 024 11991 56 033 44871 42 555 2316
Support
Cooperatives 5749 5447 302 4 838 3949 889
Development
Small Medium and | 368 071 355970 12101 324 341 321414 2927
Micro Enterprise
Development
Finance
Market 49 489 20940 28549 108 108
Development
and Stakeholder
Relations
Total 1181579 1084 267 97 312 1034 422 1020 752 13670

4.3.8.1 Reasons for variance

Expenditure for Programme 3 was R1.084 billion or 91.8% of the projected budget of R1.182 billion, resulting in an
under-expenditure of R97.3 million (8.2%), which is a downward slide of R83.6 million (6.9%) from the previous financial
year. The programme’s under-expenditure occurred largely on transfer payments:
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NIBUS (R53.6 million): By the end of March 2017, the Department had engaged in the further and refresher
training of 8 036 informal businesses through multiple partnerships. However, this programme failed to spend
its budget largely due to external problems, reliance on one implementation modality, poor management, a lack
of shared ownership of the project, under-capacity, poor planning and the execution of the project. The original
allocation to this project was R95 million, and R42 million had to be redirected to other projects which were under-
funded. These were the BBDSP (R23 million), Centres for Entrepreneurship (R4 million) and Gazelles’ management
fees (R15 million);

CIS (R11.1 million): Under-spending was due to technical challenges, which resulted in the Development Finance
Unit being unable to issue letters of approval to successful applicants from December 2016 to February 20107. The
dti team assisted in clearing all the faults on the system by the first week in March 2017. The letters were printed and
forwarded to successful applicants. The Unit was, however, unable to disburse all the funds allocated to the scheme
for the 2016/17 financial year, hence the variance of R11.1 million;

EIP (R25.9 million): Noting that the allocation was received for the first time at the beginning of the financial year,
the guidelines were approved in June 2016. Applications documentation was disseminated in July 2016, while the

Minister appointed the Adjudication Committee members in October 2016.
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5. TRANSFER PAYMENTS

Table 13: Transfer payments to public entities

Small Enterprise Business registrations, business 652 914 To be provided in the
Development planning, business advice, counselling SEDA Annual Report
Agency and training, facilitation of access 2016/17

to finance, facilitation of access

to markets, cooperative support,
business Incubation, and targeted
small enterprise training

Total 652914

6. CONDITIONAL GRANTS

6.1 CONDITIONAL GRANTS AND EARMARKED FUNDS PAID

Not applicable to the DSBD.

6.2 EARMARKED FUNDS RECEIVED

The DSBD did not receive earmarked funds structured as part of Vote 31.

/. DONOR FUNDS

The DSBD received R413 000 through the Reconstruction and Development Programme (RDP), supported by the African
Development Bank to support the Enterprise Development Pilot Project for LED, R221 000 of the funds provided in the
2016/17 financial year were spent and R192 000 remaind to be utilised in the 2017/18 financial year.
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8.CAPITAL INVESTMENT

The DSBD's asset base was formed on the backbone of assets transferred from the dti with related programmes.
The occupied office space is managed by the dti, from whom the DSBD sublets. An analysis of the asset register
indicated an ageing asset pool and an inadequate infrastructure to enable an efficient institution. The ICT component
recommended that laptops older than three years and out of warranty be gradually replaced.

The Department spent a minimal amount on furniture as the existing furniture was inherited with the space allocated
by the landlord or the dti, from whom the DSBD is subletting.

For the year under review, the Department acquired assets worth R3.5 million, out of which R2.957 million were cash
purchases, while R636 000 were additions from the dti.

As at 31 March 2017, the Department's asset register consisted of major assets worth R12.8 million and minor assets
worth R644 000. Quarterly asset verifications are conducted and recommendations on disposals are tabled to the
Disposal Committee that, in turn, makes recommendations to the Accounting Officer for approval to dispose of them
in an environmentally friendly manner.
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1T INTRODUCTION

The Department is committed to maintaining the highest standards of governance as this is fundamental to the
management of public finances and resources. In this section of the 2016/17 annual report, the Department provides
the assurance that it has good governance structures in place to effectively, efficiently and economically utilise the state
resources funded by the tax payer.

Over the period under review, the Department was subjected to an evaluation in accordance with the Management
Performance Assessment Tool (MPAT) in respect of its maiden year of operation, 2015/16. Remarkably, the Department
achieved an overall score of 3 for complying with the minimum standards. The latter served as a baseline for the
improvements the Department introduced and institutionalised in the 2016/17 financial year.

2 DECISION-MAKING STRUCTURES

The DG is the Accounting Officer of the Department and is appointed through Cabinet by the Minister of Small Business
Development. The DG provides visionary, value-based leadership and management to the Department and its agencies,
and performs any functions in terms of the Public Finance Management Act of 1999 (PFMA). Ms Edith Vries is the DG
that has led the governance operations of the Department during the year under review.

MinExco is the principal structure through which the executive authority engages with the Accounting Officer, together
with the executive management team, about the Minister's delivery agreement and MTSF, as well as the Department’s
mandate, performance and interaction with the small business sector and society at large.

MinExco held three meetings during the 2016/17 financial year. The core functions of MinExco are largely policy
generation and coordination, strategy management and the tracking of departmental priorities. These functions
include, but are not limited to deliberating on internal policies, strategies and other strategic frameworks, engaging on
documents that would be tabled at external platforms, deliberating on external documents (such as policies, strategies
and Acts) that have a bearing on the DSBD, and monitoring the progress of special projects identified by the executive

authority and the DG.Table 14: Minexcoo Meetings For 2016/17

2016/17 meeting date Strategic matters discussed

31 May 2016 2015/16 annual financial statements
2015/16 annual performance reports
Human Resources Implementation Plan

13 December 2016 SMME database and rating system demonstration
Dashboard solution

28 March 2017 2016/17 preliminary reflections and year-end results
Preparations for the 2017/18 financial year
Transversal agreements

Key findings on SMME definition

Mainstreaming transformation report

Sector prioritisation

Change management and 2017/18 proposed structure




The Department's Exco is the highest decision-making structure, as well as the highest cross-functional decision-making
authority of the senior management of the Department. While the DG retains overall accountability and responsibility
for the powers and authority that he or she delegates, Exco has decision-making powers in line with the Department’s
policies, strategies, delegation of authority and directives issued by the executive authority or Cabinet, or any other
authority bestowed upon it by the DG. All decisions taken at a duly constituted meeting are considered binding on all
members of Exco and the Department as a whole (where applicable.)

Meetings are chaired by the DG and comprises of the DDGs, chief directors, directors, as well as governance functions
such as Risk Management, which are non-SMS positions. The key functions of the Exco are to undertake strategic and
business planning, report and monitor the implementation of strategic and business plans, and mobilise and allocate
financial and human resources, and risk management. The Exco is responsible for discussing and approving policies
relating to operations.

The Minister of Small Business Development approves the strategic plans and APPs of the Department that set out
the mandate and performance targets. In the 2016/17 financial year, Exco took a resolution to increase the culture
of good governance and compliance by introducing monthly performance reporting by all programmes to allow the
Department to track its progress against the 2016/17 APP and non-APP targets.

In the 2016/17 financial year, 24 Exco meetings were scheduled and two additional special meetings took place. The
table below summarises the Exco meetings that took place and key strategic matters that were considered at those
meetings:

Table 15: Schedule of 2016/17 Exco meetings

Exco meeting schedule Matters recommended for approval
4 April 2016 Progress on DSBD programme review
18 April 2016 PAIA manual

Performance Information Management Policy
Enterprise Incubation Programme
2015/16 Quarter 4 performance reports by all programmes

16 May 2016 Quarterly performance reporting guidelines

30 May 2016 Human Resources Implementation Plan
2015/16 annual performance report

13 June 2016 June monthly performance reports

27 June 2016 Remunerative Work Outside Public Service Policy
Mainstreaming Framework

4 July 2016 Quarter 1 performance reports by all programmes

8 August 2016 2015/16 Audit Report

July monthly performance reports

22 August 2016 Cooperatives Development Agency
Strategic Plan indicators

Small business review report

Service Delivery Improvement Charter

5 September 2016 Skills Training Plan
HR Delegations Plan

19 September 2016 August monthly performance reports
Fraud Prevention Policy
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Exco meeting schedule

Matters recommended for approval

3 October 2016

Office of the Public Service Commission: constitutional values and principles (presented by Mr
Manie Fourie)

Employee health and awareness

Communications and Events Policy

International Scholarship Programme

Internal Induction Programme

17 October 2016

Quarter 2 performance reports by all programmes

31 October 2016

APP reporting requirements
Integrated Cooperatives Strategy

14 November 2016

Records Management Policy
Internal Audit report

28 November 2016

Innovation-based Enterprises (presented by Prof Thembela Hillie)
Combined Assurance Framework
October monthly performance reports by all programmes

12 December 2016

Preliminary evaluation of the Informal Traders Upliftment Programme (ITUP)

Demonstration of the SMME database and rating system (the work that the DSBD is doing in
partnership with International Labour Organisation (ILO))

Tools of Trade Policy

Initial report on the Red Tape Reduction Guidelines

23 January 2017

Quarter 3 performance reports by all programmes

20 February 2017

Performance Management Template
2017/18 Internal Audit Plan

Review of Internal Audit Charter
Demonstration of the DSBD website

13 March 2017

Quarter 2 and 3 mainstreaming report
Back to Office Reporting Template
ICT Plan

20 March 2017

2016 Annual Review Report

Key findings on SMME definition

Business case on community enterprises

30% set aside for public procurement from SMMEs
Performance Management Policy

27 March 2017 (special
meeting)

International Relations Strategy

Whistle-blowing Policy

Key findings on the small business ecosystem
Ethics Management Policy

Quarter 4 preliminary reports by all programmes

In the 2016/17 financial year, the Department established the Governance Forum with entities. The Forum meetings
are held on quarterly basis and attended by the chief executive officers of SEDA and SEFA, supported by their executive
management teams. The Governance Forum'’s activities for 2016/17 were guided by the work plan, which was developed
and adopted by all parties. The work plan provided the structure of activities to be undertaken and reporting timeframes.
It is worth mentioning that the Governance Forum provided a valuable platform in the following way:

Agencies to report on urgent matters requiring the attention of the executive authority to ensure expeditious
intervention;

Assist the agencies in preparing and compiling their preliminary performance reports in anticipation of tabling the
same to the executive authority and the Portfolio Committee on Small Business Development;

- Enabled the Department to heighten compliance in terms of reporting requirements, i.e. agencies to provide
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narrative reports and, in instances where underperformance is recorded, reasons for variance were aligned to the
underperformance.

In February 2017, after operating for one year, Terms of Reference, informed by the actual practice, were developed for
the Forum. The Terms of Reference serve to expand the scope of the Forum, for example, to allow for the establishment
of the various technical sub-committees.

Governance Forum meetings with entities were held on quarterly basis, as reflected in the table below.

Table 16: 2016/17 Governance Forum meeting with entities

2.5 INFORMATION AND COMMUNICATION TECHNOLOGY STEERING COMMITTEE

The Information and Communication Technology (ICT) Steering Committee (ICT Steercom) has the responsibility to
coordinate and oversee the planning, implementation and execution of the corporate governance of ICT and strategic
alignment of the ICT Plan to the DSBD's APP. It has the responsibility of monitoring the performance of ICT against the
corporate governance of ICT policy framework as defined by the DPSA.

The ICT Steercom is a sub-committee of the Department’s Exco and has a direct reporting line to the Accounting Officer.
The constitution of the committee is represented by at least one member of the SMS cadre of each programme within
the Department and ex-officio members. It is chaired the Chief Financial Officer of the DSBD, and Deputy Chair duties
are performed by the Chief Director: Corporate Services.

The overall duties of this Committee are to ensure that the operational activities performed by the ICT Unit are delivered
according to the annual plans and overarching five-year ICT Plan as defined in the CGICTPF. Furthermore, the Committee
aims to ensure the implementation of transformation programmes and projects that affect the processes of the DSBD
by ensuring the strategic alignment of ICT to the business objectives of the Department. It is also the role of the
Committee to ensure sufficient organisational capacity to enable the delivery of defined plans within the environment.

The Committee is tasked to meet at least four times a year, with ad hoc meetings scheduled as and when required. In
the 2016/17 financial year, the Committee sat four times, as follows:

13 July 2016;
29 July 2016;
20 October 2016;
3 February 2017.

2.6 PROCUREMENT COMMITTEES

The Department has established the three bid committees: the Bid Adjudication Committee (BAC), the Bid Evaluation
Committee (BEC) and the Bid Specification Committee (BSC). All these committees were trained on the committee
processes and are governed by the Terms of Reference approved by the DG.
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The BSCis a standing committee that does not have a permanent Chairperson. For this reason, the project manager of
that specific tender would chair the meeting. This committee looks at the relevancy of the requirements, whether the
specifications are clear and unambiguous, and whether they would promote a healthy and open competitive bidding
process. The process will also include ascertaining if the evaluation criteria are measurable and the scoring guideline is
clear to enable the BEC to evaluate the received and qualifying proposals.

The BAC a standing cross-functional committee and, governed by the Code of Conduct for Bid Committees, considers
the specifications recommended by the BSC and recommendation for the appointment of a service provider from
the BEC. The Committee would make their inputs where applicable and subsequently recommend them to the DG
for approval, or approve the specification as per the delegations. In some cases, where the recommendations are not
adopted, the Committee would return the recommendation to the BSC and BEC respectively for clarity. Where there
are disputes, the matters are referred to the Accounting Officer for a final decision.

The BEC, an ad hoc Committee which considers and evaluates all proposals received as per the advertised tender.
Once service providers have met the criteria, the Committee would recommend the one that best meet or suit the
requirement to the BAC for either approval or recommendation to the DG for approval.

3 RISK MANAGEMENT

Risk Management has been an area requiring significant improvement, as the Department did not have a dedicated
risk manager and the level of risk maturity of the Department was extremely low. Hence, during the earlier part of the
financial year, the Department secured the services of a senior risk management professional from one of its entities
(SEDA) to assist a few times a year. Despite the said challenges, the Department approved the Risk Management
Policy, as well as the Risk Management Strategy. The Department also approved the Risk Management Charter and
Implementation Plan for 2016/17 to set out specific and detailed roles and responsibilities of the Risk Management
Committee. It should also be mentioned that subsequent consideration to expand the Risk Management Committee's
scope of work to include the ethics management function was made. This resulted in the renaming of the Committee
to the Risk and Ethics Management Committee (REMC). Its Charter, together with its Implementation Plan, were revised.

Furthermore, the Audit Committee provided very instructive advice on risk and ethics management-related matters.
This was made possible through the discussion and submission of quarterly risk and ethics management progress
reports.

4 FRAUD AND CORRUPTION

During the 2016/17 financial year, the Department approved its first Fraud Prevention and Anti-Corruption Policy,
Strategy and the Implementation Plan. In doing so, the Department committed itself to taking a stand against fraud and
corruption, and adopted a zero-tolerance stance against fraud and corruption.

The implementation of the Fraud Prevention Plan was undertaken as follows:

Presented at the Exco meeting to ensure that managers become the first line of defence in the prevention, detection
and response to incidents of fraud and corruption;

The same policy was popularised via the DSBD Blitz, the departmental communication platform in which all
employees are notified of new policies and strategies;
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The conducting of fraud risk identification workshops during the period under review;

In terms of mechanisms in place to report fraud and corruption, the Department approved the Whistle-blowing Policy,
which included the procedures for raising concerns, as well as procedures for handling concerns, all aimed at simplifying
and encouraging employees to report any form of unlawful act or dishonestly without fear of reprisal. The Whistle-
blowing Policy was popularised via the DSBD Blitz, which included the following reporting mechanisms:

Telephone line 0861 843384 or 012 394 1433;

National Anti-corruption Line (NACH), administered by Public Services Commission, 0800 701 7071.

In the period under review, the dti transferred a matrix of 76 historical fraud-related cases, that is, matters that came
to light prior to the establishment of the DSBD. This matrix was devoid of any supporting documentation. By the end of
the financial year, the Department had engaged the State Law Advisor for an opinion on how to proceed, while at the
same time seeking additional information from the dti. The Department has not been able to proceed with definitive
action due to lack of information.

5 MINIMISING CONFLICT OF INTEREST

All members of the SMS are expected to disclose their business interests on an annual basis via an e-disclosure system,
in terms of the Public Service Regulations (PSR), as amended. Furthermore, the Department administers and strives to
ensure that members' disclosure of interest in all the meetings, are done. To this end, in the 2016/17 financial year, 28
out of 32 SMS officials submitted their financial declarations. Four officials did not declare their financial interests and
were disciplined (verbal warning) for non-compliance.

The Department updated its Policy on Other Remunerative Work Outside the Public Services to align it with the PSR of
2016, as amended, to ensure that these provisions of the PSR were adhered to. Specific amendments included that “an
employee shall not conduct business with any organ of state or be a director of a public or private company conducting
business with an organ of state, unless such employee is in an official capacity a director of a company listed in schedule
2 and 3 of the Public Finance Management Act”.

Inits efforts to minimise the conflict of interest, all non-SMS officials are required, by law and in terms of the departmental
policy, to obtain approval from the Accounting Officer prior to conducting other work outside the public service on an
annual basis.

The attendance registers for all governance meetings make provision for the declaration of interests.

6 CODE OF CONDUCT

The Code of Conduct for Public Servants, as prescribed in Chapter 2 of the PSR of 2001, acts as a guideline to
employees about the ethical expectations in their individual conduct and relationship with others. The Code of Conduct
was implemented through training, and every official received a copy to ensure compliance. New employees will be
provided with training on the new regulations, i.e. the PSG of 2016, as amended.
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/ HEALTH, SAFETY AND ENVIRONMENTAL ISSUES

The access control system is managed and maintained by the landlord (the dti). The Security Management Unit facilitates
the process between the dti and the DSBD. Permanent staff, contract workers and other workers (such as interns) are
registered on the system in order to gain access or exit. Upon exit, Human Resources, ICT, Asset Management, Security
Management and Facilities Management ensure that all allocated resources are returned.

Safes, steel cabinets and zipples have been provided to ensure that files are kept safe in lockable spaces. Temporary
registry spaces have been allocated for Human Resources and Finance. Storerooms have been allocated for Supply
Chain Management (SCM) and ICT to ensure that the DSBD's assets are kept in lockable spaces.

In ensuring compliance to the Occupational Health and Safety (OHS) Act, the Prestige Unit of the Department of Public
Works (DPW) ensures that all fire equipment is installed and serviced timeously. First aiders and fire fighters/marshals
have been appointed and trained for Parliament and Parliament Towers in Cape Town. Two first aid boxes have been
provided, and a fire drill has been conducted.

The owner of the property, Delta Property Fund, ensures that all fire equipment is installed and serviced timeously
for Block G on the dti campus, wherethe DSBD is housed. The Facilities Management, Security Management and
Employee Health and Wellness units have initiated a process for the appointment of OHS role players, such as fire
fighters/marshals, first aiders, wellness buddies and safety, health and environment (SHE) representatives during the
first quarter of the 2017/18 financial year. A plan is in place for the establishment of the OHS Committee, Joint Forum
(dti campus) and the development of the contingency plan by end of the second quarter in 2017/18. Fire drills have
been scheduled for the first quarter, and awareness is to be conducted quarterly.

Cleaning services, as provided by the landlord (the dti), ensures that all offices and designated areas are safe and clean
daily, so as to provide a habitable environment for the DSBD employees at Block G.

38 PORTFOLIO COMMITTEE

The Department understands the authority and mandate of the Portfolio Committee on Small Business Development
and provided briefings required by the Committee. This is an area that requires significant improvement in terms of
timeous submissions, which consistently fully meet the information needs of the Portfolio Committee. Briefings to the
Portfolio Committee in the 2016/17 financial year were as follows:

Table 17: Schedule of meetings of the Portfolio Committee for 2016/17

Date Agenda

6 April 2016 Briefing by SEDA on its programmes review results, Strategic Plan and APP
7 April 2016 Consideration of a Strategic Plan of the Portfolio Committee

13 April 2016 First consideration of a Draft Budget Vote Report

20 April 2016 Second consideration of a Draft Budget Vote Report

4 May 2016 Consideration and adoption of Budget Vote Report

18 May 2016 Briefing by the DSBD on its Quarter 4 performance report

7 September 2016 Briefing by the DSBD on its 2016/17 first quarter performance

14-15 September 2016 Oversight visit to KwaZulu-Natal (cooperatives supported by the DSBD)
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Date

Agenda

11 October 2016

Briefing by Auditor-General on the performance of the DSBD
Briefing by the Financial Fiscus Commission on the financial performance of the DSBD

12 October 2016

Briefing by the DSBD on its APP
Briefing by SEFA on its APP

13 October 2016

Briefing by SEDA on its APP

19 October 2016

First consideration of the Budgetary Review and Recommendation Report (BRRR)

21 October 2016

Second consideration of the BRRR

9 November 2016

Consideration and adoption of the KwaZulu-Natal Oversight and Workshop Report on the
Department’s Cooperatives Development Pilot Project

23 November 2016

Briefing by the DSBD on progress in the implementation of the Programmes Review Project

30 November 2016

Briefing by the DSBD on progress in the Department’'s Cooperatives Development Model Pilot
Project in KwaZulu-Natal

Briefing by the DSBD on the framework of an Integrated Project Steering Committee for the
Department’s Cooperatives Development Model Pilot Project in KwaZulu-Natal

Presentation on the Cooperatives-based Community Economic Development by the Chairperson.

7 December 2016

Briefing by the DSBD on its 2016/17 second quarter performance report.

8 February 2017

Tabling and explanation of the Red Tape Reduction Bill

15 February 2017

Briefing by the DSBD on the proposed Red Tape Reduction Bill

22 February 2017

Briefing by Socio Economic Impact Assessment Systems, DPME on the proposed Red Tape Impact
Assessment Bill
Consideration of the January/February 2017 KwaZulu-Natal draft oversight report.

1 March 2017

Briefing by the DSBD on the developmental status of all 400 cooperatives funded by the
Department since its inception.
Consideration and adoption of the January/February 2017 KwaZulu-Natal draft oversight report

8 March 2017

Briefing by the DSBD on progress made in aligning cooperatives support services to the model of
developing the cooperatives piloted in KwaZulu-Natal (12 Abalimi projects)

23 March 2017

Briefing by the DSBD on its third quarter performance report

The Portfolio Committee focused mainly on the following issues:

The performance of DSBD against its approved APP and the processes it will undertake to ensure that it meets the
targets it set for itself. Since the Department has separated from the dti, it has embarked on a new mandate, the
Portfolio Committee took a special interest in the Department's ability to deliver on this new mandate. To this end, the
Committee directed the Department to adopt a more integrated approach in its planning with and service provision by
SEFA and SEDA. This resulted in the development of a Portfolio Strategic Plan, delineating the role of each entity in the
small business development ecosystem.

The Portfolio Committee focused mainly on the following issues:

The performance of DSBD against its approved APP and the processes it will undertake to ensure that it meets
the targets it set for itself. Since the Department has separated from the dti, it has embarked on a new mandate,
the Portfolio Committee took a special interest in the Department’s ability to deliver on this new mandate. To this
end, the Committee directed the Department to adopt a more integrated approach in its planning with and service
provision by SEFA and SEDA. This resulted in the development of a Portfolio Strategic Plan, delineating the role of
each entity in the small business development ecosystem;

The Portfolio Committee continued to monitor the progress of the Department in terms of implementing its
review of existing departmental programmes and providing advice on the alignment and upscaling of the current
interventions to promote and develop small businesses and cooperatives. The Portfolio Committee was particularly
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focused on ensuring that the review took into consideration the Department's ability to address the felt needs of
women, youth and persons with disabilities;

The Portfolio Committee was particularly concerned about the interventions that the Department will execute in
order to address the effects of the racially biased development of the past that discriminated against the rural and
township areas. To address these issues, the Department adopted an integrated approach that requires that 50% of
allits interventions are directed at women, 30% are directed at the youth, 50% are directed at township enterprises
and 30% are directed at rural enterprises. All programmes and entities reporting to the Department were required
to report on their progress against these targets on a quarterly and annual basis. These reports were shared with
the Portfolio Committee;

The Portfolio Committee also highlighted the fact that creating an enabling environment for SMMEs and cooperatives
was a shared responsibility of government and not necessarily the sole responsibility of the DSBD. The Portfolio
Committee actively monitored the DSBD's engagements with other departments, state-owned enterprises and local
government fairly closely. To ensure the coordination of government efforts in this regard, the DSBD entered into
a number of transversal agreements with other departments and SOEs in an attempt to create an ecosystem that
will enable SMMEs and cooperatives access to opportunities within the government procurement system and other
value chains. Over and above this, the DSBD started implementing the projects agreed to in these transversal
agreements;

The Portfolio Committee was particularly concerned about the apparent lack of focus on cooperatives and
their development. In order to address this issue, the DSBD placed special emphasis on cooperatives, including
partnering with the Dutch Government in the the New Generation Cooperative Project, as well as piloting the Abalimi
Cooperatives Development Project in KwaZulu-Natal. The Department also committed to exploring the possibility of
managing the cooperatives at the level of a DDG.

9. STANDING COMMITTEE ON PUBLIC ACCOUNTS (SCOPA) RESOLUTIONS

None. The Department has not been invited to SCOPA. Thus, there are no standing resolutions

10 PRIOR MODIFICATIONS TO AUDIT REPORTS

None. The Department obtained an unqualified audit opinion in respect of its first 2015/16 audit.

17T INTERNAL CONTROL UNIT

The responsibility for Internal Control lies primarily with management. Monitoring of controls forms an integral part of
the risk management system.

12 INTERNAL AUDIT

The Internal Audit unit provides independent assurance and insight to management on the adequacy and effectiveness
of governance, risk management and internal control processes. The unit reports functionally to the Audit and Risk
Committee, and administratively to the DG.

The risk-based audit plans were approved by the Audit and Risk Committee. All major risk areas of the Department
were subjected to audit evaluation and assessment. The audits conducted covered a wide range of processes,
including governance, performance information, information technology, finance and human resources management,
development finance incentives, as well as other SMME research and implementation programmes. The Internal Audit
unit provided value-adding recommendations, which were well received by the executive management in all these
areas.

During the 2016/17 financial year, the unit supported the implementation of key internal control processes, such as
the periodic reporting and monitoring of audit action plans, as well as the development of the combined assurance
framework.
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13. AUDIT AND RISK COMMITTEE

The Audit and Risk Committee provides oversight over internal control, risk management and governance matters in the
Department. The Committee operates in terms of an approved Audit and Risk Committee Charter and in accordance
with the requirements of the PFMA and Treasury Regulations.

The Audit and Risk Committee consists of four independent members, who are collectively qualified and experienced
to fulfil their responsibilities. The Accounting Officer serves as an executive member of the Audit and Risk Committee.
During the 2016/17 financial year the Audit and Risk Committee held eight meetings as stipulated below:

Table 17: Profile and attendance of Audit Committee members

Name Qualifications Internal/external Date appointed Number of meetings attended
Mr Ayanda BCom (Hons), MBA External December 2015 6/7

Wakaba

(Chairperson)

Adv. Oliver Josie BProc, LLB, LLM, External December 2015 717

MBL
BA, BCom, MBA, CIA | External

Ms Veronica du December 2015 717

Preez

Mr Justice Motha BCom (Hons), CA External December 2015 7/7
(SA)
Ms Edith Vries BA. SocSc (Hons), Internal September 2015 6/7 (DG attended the Forum of

South African Director Generals
(FOSAD))

MSocSc.

We are pleased to present our report for the financial year ended 31 March 2017.

13.1.1 AUDIT COMMITTEE RESPONSIBILITY

The Audit and Risk Committee reports that it has complied with its responsibilities arising from Section 38(1)(a)(ii) of
the PFMA and Treasury Regulation 3.1.13. The Committee also reports that it has adopted appropriate formal terms of
reference as its Charter, has regulated its affairs in compliance with this charter and has discharged all its responsibilities
as contained therein.

Inter alia, the Audit Committee completed the following oversight function in respect of the 2016/17 financial year:

Approved the Internal Audit strategic plans;

Approved the Internal Audit Charter;

Reviewed Internal Audit quarterly progress reports against plans;

Approved the Audit Strategy for 2016/17;

Reviewed the quarterly financial and performance information of the Department;
Noted the adoption of a combined assurance framework for the Department;

Reviewed the interim management letter from the Auditor-General and management action plans to address
reported findings;

Approved the draft annual financial statements and the annual performance report for 2016/17 before submission
to the Auditor-General.
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13.1.2 THE EFFECTIVENESS OF INTERNAL CONTROL

The Audit Committee reviewed reports presented by management and audit reports from both Internal and External
Audits. The Committee considered all information at its disposal and concluded that the system of internal control is
generally sound, with a need for improvement in certain areas. The Committee has accordingly advised management
to focus its attention on the following areas: The implementation of the recommended actions and monitoring of
compliance with operational policies and procedures with respect to human resources management, supply chain
management, corporate governance, information technology and development finance incentives

Improvements with regard to timeous reporting, and the usefulness and reliability of performance information;

Close monitoring of litigation matters and following up on fraud cases and any related civil recovery.

13.1.3 RISK MANAGEMENT

The Committee reviewed the 2016/ 2017 Strategic Risk Register, as well as the progress reports on the implementation
of risk management processes in the Department, and observed improvement in this process. The Committee noted
with appreciation the appointment of the risk management officer, as well as regular meetings of the Risk and Ethics
Management Committee. Going forward, the Committee anticipates further improvements, including ensuring that
annual risk assessment takes place timeously, as well as comprehensive reporting on the Department's exposure to
fraud and corruption risks.

13.1.4 IN-YEAR MANAGEMENT AND QUARTERLY REPORTS

The Committee considered the in-year financial and performance information reports submitted by management. The
Committee satisfied itself on the adequacy of these reports and sought the necessary assurance on their accuracy from
the Internal Audit Unit, the Chief Financial Officer and the Performance Monitoring Unit.

13.1.5 EVALUATION OF FINANCIAL STATEMENTS

The Committee considered the annual financial statements, the Auditor-General's report and the management report,
and concurred with the report of the Auditor-General.

13.1.6 APPRECIATION

The Audit and Risk Committee expresses its sincere appreciation to the executive authority, the Accounting Officer, the
AGSA, management, and Internal Audit for their support and cooperation.

B>

MR AYANDA WAKABA
CHAIRPERSON OF THE AUDIT COMMITTEE

Date: 31 July 2017
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