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Professor Mthunzi Mdwaba
Chairman of the Board

| am delighted to table the 2021/22 Annual Report of
Productivity SA (established in terms of section 31 of the
Employment Services Act of 2014 as a public entity of the
Department of Employment and Labour), in terms of section
55 of the Public Finance Management Act, No. 29 of 1999 (as
amended). We are proud to have successfully implemented
our business strategy and Annual Performance Plan (APP)
to fulfil our statutory mandate of promoting employment
growth and productivity during the year under review even
though South Africa is still reeling from the impact of the
COVID-19 pandemic. COVID-19 has disrupted economic and
labour market systems as well as Productivity SA's business
model and operating environment.

During the 2021/22 financial year, South Africa faced
unprecedented socio-economic challenges, with most of
the key socio-economic and labour market indicators (Gross
Domestic Product (GDP) growth, employment growth,
productivity growth, global competitiveness, business
efficiency, income growth, inequality and informality,
and poverty) glaringly low. The situation degenerated to
unprecedented levels, disrupting our society and business
environment, supply and value chains thereby leaving
millions of South Africans excluded from participating in
the mainstream economy and besetting them with a cost-
of-living crisis.

Small enterprises, both formal and informal (which constitute
over 90% of businesses in the economy) were mostly
affected, with approximately 290 000 enterprises shutting
down operations. Some enterprises were forced to cut
back on business spending and scaled down to stay afloat.
The disruptions led to a loss of profits and income as well
as over 3 million jobs and, leaving many South Africans
vulnerable. It is without a doubt that, the continued low
competitiveness and productivity slowdown has damaged the
productivity capacity of capital and workers, thus, impacting
economic recovery and employment growth. This situation

(according to the Institute for Management Development
(IMD) definition of competitiveness) reflects a country that
is incapable of managing the totality of its resources and
competencies to increase the prosperity of its population.
Low competitiveness and productivity slowdown in South
Africa, confirms the relevance and need for Productivity SA
to create an enabling environment for entrepreneurship and
sustainable enterprises.

During this period of global and economic uncertainty,
with COVID-19 continuing to impact the global economy,
business activities and our socio-economic environment,
Productivity SA believes that the solution lies, among others,
in productivity growth. Productivity improvement is the most
effective way of ensuring long-term competitiveness, business
success, economic growth and, consequently, tackling
the challenges of unemployment, poverty, inequality, and
exclusion. Productivity leads to greater levels of economic
growth, which consequently results in higher income levels
and improved well-being of society at large. The more
productive the economy, the more its enterprises become
competitive and sustainable as well as grow to preserve
existing jobs and create new jobs.

The important role of a National Productivity Organisation
(NPO), which should seek creative and innovative solutions
to create an environment conducive for entrepreneurship
and sustainable enterprises that preserve existing jobs and
create the much-needed jobs, cannot be underestimated.

| am proud to report that, through our Enterprise Development
and Support Programmes (the Business Turnaround &
Recovery and Competitiveness Improvement Services),
Productivity SA is steadily turning the tide. We are making
a positive and significant impact not just to the enterprises
that we support to improve their competitiveness and
sustainability to be profitable, the workers whose income
and benefits are improving, but to the economy and society




at large. This was achieved through collaboration with the
Department of Employment and Labour (DEL) social partners
(government, labour, business) and academia.

It is for the above reasons that most of our strategic and
programme interventions during the period under review
were focused on unlocking South Africa’s productivity and
potential to sustain economic growth and competitiveness.
We had to accelerate our efforts to carry out our responsibility
to fulfil an economic and social mandate of government,
which is to promote employment growth and productivity,
thereby contributing to South Africa’s socio-economic
development and competitiveness. Productivity SA ‘s
performance in terms of its Annual Performance Plan (APP)
targets for 2021/22 is 75%. The 75% achievement has been
attained despite COVID-19 and challenges attributed to low
economic growth and productivity. However, despite this
performance, Productivity SA is cognisant of the fact that as
an NPO it must perform even better and lead by example.
During the financial year under review, a lot of focus was
placed on improving the competitiveness and sustainability
of Small Medium and Micro Enterprises (SMMEs) and
Cooperatives, which are the backbone and productive drivers
of economic growth and development. The overview by the
Chief Executive Officer (CEO) will provide greater detail on
these achievements.

The Board of Productivity SA continues to provide leadership.
The consistent presence of the Board has been one of
the best attributes that have ensured that Productivity SA
navigates through the tough times the country has been
facing throughout the COVID-19 pandemic. The Board
has consistently provided a strategic thrust and effective
controls to ensure the entity's future relevance. This has
fed into growing and sustaining a financially strong and
responsible entity over the long-term, guided by a clear
collective purpose.

Good governance and the Board's strategic interventions are
yielding dividends in as far as the going-concern challenges
and deficits which have previously plagued Productivity
SA, threatening its future existence for several years have
been resolved. The external auditors for the entity have over
two consecutive financial years confirmed that no material
uncertainty exists concerning events or conditions that may
cast significant doubt on the ability of Productivity SA to
continue as a going concern. Productivity SA continues to
achieve an unqualified audit, although in the period under
review, there has been a slight regression with findings,
including irregular, fruitless and wasteful expenditure.
Whilst the findings can be explained, it is nevertheless not
good enough, we must do better and practice the Kaizen
philosophy of continuous improvement which we consistently
impart on others.

During the period under review, Productivity SA posted a
surplus of R3.8 million and closed the year on a positive
cash balance of approximately R10 million. The surplus and

positive cash balance excludes the cash balance for the
Workplace Challenge Programme (WPC), Business Turnaround
and Recovery (BT&R), Transnet and Itukise programmes.

During the 2022/23 financial year and towards 2030,
Productivity SA, together with social partners will prioritise
productivity growth programmes and interventions to
improve long-term competitiveness and sustained inclusive
growth to raise employment, reduce poverty and inequality.
Having noted South Africa’s low productivity growth and
global competitiveness whereby South Africa was ranked
62 out of 64 countries surveyed by the IMD in 2021, we
commit to continue collaborating with the Department
of Trade, Industry and Competition (the dtic) and the
Department of Small Business Development (DSBD) and
their entities such as the Small Enterprise Development
Agency (SEDA), Small Enterprise Finance Agency (SEFA),
Industrial Development Corporation of South Africa (IDC)
and National Empowerment Fund (NEF). The focus of our
interventions will be on implementing policies and strategies
including Sector Master Plans, Special Economic Zones,
Industrial Parks and the District Development Model to
support sectors with long-term prospects, and turnaround
strategies and plans to support enterprises and industries
hard hit by the cyclical downturn.

We remain committed to providing productivity-related
research and statistics as well as a world-class system of
innovation, which is critical for the country and individual
enterprises to anticipate and continuously prepare for the
Future of Work (FOW), thereby meeting future economy and
societal needs. We believe that measuring and evaluating
productivity as well as the overall competitiveness of the
economy, and disseminating value-added information and
statistics, is critical for informing evidence-based planning,
and the impact of Productivity SA programmes.

Further to the above, and on a very positive note, we believe
that programme interventions will gain momentum and
come full-circle with the Department of Employment and
Labour (reposition and refocus) to deliver on the employment
mandate, which includes coordination of all government efforts
to create jobs and reduce unemployment. The envisaged
transfer of some employment related functions such as
Labour Action Programme (LAP), Temporary Employer
Employee Relief Scheme (TERS) and Turnaround Strategies
to Productivity SA and capacitating the entity with human
and financial resources to give effect to these key functions
will go a long way in dealing with the financial challenges
facing Productivity SA. The financial challenges as mentioned
in previous annual reports have been limiting Productivity
SA 's ability to deliver on its mandate.

In conclusion, on behalf of Productivity SA and its Board, |
would like to take this opportunity and thank all those who
continue, to make efforts to have an enhanced involvement
in the rebuilding of the South African economy. | would
also like to thank the Department of Employment and
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Labour (DEL) for their continued support. In this regard,
we are grateful that the Deputy Minister of the DEL, Ms
Boitumelo Moloi, continues to avail herself for Productivity
SA events and Board engagements on behalf of the Minister
of Employment and Labour, MrThulas Nxesi.

We feel that Productivity SAs critical role as per its mandate
is slowly being realised and fully understood. While it is
my view that we should never be “greedy” when it gets
to change and impact and the ultimate realisation of social
justice and lasting peace, in that change happens one brick
at a time, and one person at a time. Unfortunately, given
the state of socio-economic erosion we have, time is not
on our side, and we need to expedite delivery.

We continue to appreciate the fruitful comments and guidance
provided, as well as the commitment made by the Portfolio
Committee on Employment and Labour (PCEL) to support
Productivity SA in promoting a productive culture in the
country, in particular reaching out to the most vulnerable
(both in society and SMMEs in the townships and rural areas.)

I must add that in terms of public awareness, Productivity SA
is gaining traction and has seen an increase in its stakeholder
collaboration. We are also experiencing significant growth
on our social media platforms, due to our active awareness
programmes, presence and responsiveness on the platforms.

The awareness about Productivity SA has enabled appreciation
of our important role in the creation of decent work and
enabling sustainable enterprises. This is how resilient and
sustainable economies are built. VWe must be about impact
for the realisation of social justice. WWe owe it to our people.

productivity sa | ANNUAL REPORT 2021/22

To keep track with Productivity SA activities and projects, we
invite you to follow us on the various social media platforms,
such as Twitter. Our Twitter handle is @productivitysa, and
my Twitter handle is @Tzoro1. Let us also support the Pan
African Productivity Association (PAPA), an African organisation
which provides a forum for promoting and sharing ideas
and experiences on strategies, techniques and practices for
productivity enhancement, accelerated economic growth
and social development in Africa. Productivity SA is the
Secretariat of PAPA. PAPAs Twitter handle is @PanProductivity.

We are also building a stronger presence on LinkedIn.
We invite you to offer suggestions and feedback without
hesitation, which will assist us to grow and continuously
enhance our capacity to lead a productivity-driven agenda
for long-term competitiveness and sustained inclusive
growth for South Africa.

Let us do this together!!

) -~ s .
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&,
'{:.lr_.,-_'ll 4 L-'J"-‘-‘-
- - -

Professor Mthunzi Mdwaba
Chairman of the Board
Productivity SA

29 July 2022



Mr Mothunye Mothiba
Chief Executive Officer

Itis with pride that | present Productivity SAs Annual Report
for the 2021/22 financial year. The 2021/22 financial year
was the most difficult period in the life of every South
African due to COVID-19, with every conceivable key
socioeconomic and labour market indicator hitting rock
bottom. Despite these challenges, Productivity SA remains
committed to delivering on its legislative mandate, which is
to promote employment growth and productivity, thereby
contributing to South Africa’s socio-economic development
and competitiveness. We achieve our mandate primarily
through its three core programmes (Strategic Business Units),
namely, the Competitiveness Improvement Services (CIS),
Business Turnaround and Recovery (BT&R) and Research,
Innovation and Statistics (RIS).

Productivity SA develop and implement custom-designed
systems, including a suite of business process improvement
tools and techniques to assist businesses of all sizes across
industry sectors to stabilise, and become competitive and
more profitable, through a focus on the following service
offerings:

e Turnaround strategies to enhance the productivity and
operational efficiency of organisations and companies
facing economic distress (financial and operational
difficulties).

e The WPC, aimed at implementing best practices
within small groups of enterprises or clusters within a
value chain.

e Capacitating management and workers through skills
development initiatives and the provision of relevant
systems, tools and methods to deal with operational
efficiency challenges.

e Providing productivity and operational efficiency
enhancement skills programmes and support to
State-owned Enterprises (SOEs) and Multinationals
(equity equivalent commitments) to enable them

4 OVERVIEW BY THE CHIEF
EXECUTIVE OFFICER

to implement and achieve their Broad-based Black
Economic Empowerment (BBBEE) targets relating to
enterprise and supplier development.

e Generation and dissemination of productivity and
competitiveness-related information and knowledge.

During the period under review, Productivity SA has achieved
75% of its annual performance targets, an improvement on
the 67% in the 2020/21 financial year. Should it not have been
the funding challenges which resulted in the suspension
of the BT&R Programme in the last quarter of the financial
year, our performance could have been much better. The
decision to suspend the BT&R Programme, despite the
need and demand for more services, with companies, more
especially small enterprises (formal and mostly informal)
scaling down operations and others shutting down and
retrenching workers, adding to our unemployment challenge
which was over 34% at that time is regrettable.

One other notable milestone regarding the organisational
performance management is that the Performance Information
Management Processes are adequate and effective. Further
to this, the Independent Auditors (Nexia SAB&T) assessed
the usefulness and reliability of the reported performance
information against the criteria stipulated in the Government
Performance Management and Reporting Framework,
and concluded that the information is valid, accurate and
complete. Furthermore, the auditors expressed an opinion
that, the financial statements present fairly, in all material
respects, the financial position of Productivity SA as at
31 March 2022, and its financial performance and cash
flows for the year ended in accordance with South African
Standards of Generally Recognised Accounting Standards
(SA Standards of GRAP) and the requirements of the Public
Finance Management Act of South Africa, Act No. 1 of 1999
(PFMA). The material misstatements of current liabilities and
disclosure items identified by the auditors in the submitted
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financial statement were corrected, resulting in the financial
statements receiving an unqualified audit opinion.

The highlights of our Key
strategic objectives and
achievements during the
year under review are:

Support for SMMEs (both formal and informal) to

improve their competitiveness and sustainability

to preserve existing jobs and create productive

employment and decent work.

1. During the 2021/22 financial year we scaled up
our support for SMMEs which according to recent
data by StatsSA constitute over 90% of businesses
and entrepreneurs, with over 1 546 SMMEs and
2 849 entrepreneurs, workers and managers
(both in the formal and informal sector) supported
through training and competitiveness improvement
initiatives. The rationale for the focus on SMMEs is
that they are globally recognised as key drivers of
industrialisation and economic growth, innovation,
job creation, wages and income growth, however,
most are facing productivity and capability challenges.
The Competitiveness Improvement Services
(CIS) Programme continues to provide support to
SMMEs in both the formal and informal economy by
focusing on productivity and operational efficiency
enhancement interventions, promoting a productivity
culture and mindset, as well as driving accountability
for productivity performance across sectors and
segments of society.

2. Furthermore, our strategic partnerships with the
Provincial Departments of Economic Development
and their Agencies are beginning to bear fruit.

The regional projects of note include with the
Limpopo Economic Development, Environment and
Tourism (LEDET), SEDA and the Limpopo Economic
Development Agency (LEDA), the Western Cape and
the KwaZulu-Natal (KZN) Export Competitiveness
Programme in partnership with KZN Department of
Economic Development, Tourism and Environmental
Affairs (EDTEA) and Trade & Investment KZN (TIKZN).

3. We have through the WPC which is funded by the
dtic supported 101 enterprises. 80% of the WPC
businesses which we supported are owned by Black
people and in addition, 51% of these are owned
by women, with 25% owned by young people.
Overall, the WPC achieved 12 of the 14 business plan
targets for the last quarter (a performance score of
86%), despite the challenges in supporting Special
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Economic Zone (SEZ) and Industrial Development
Zone (IDZ) enterprises and supporting previous WPC
clients.

We have in partnership with the dtie (which provided
funding) implemented the ltukise Internship
Programme (targeting mostly industrial engineering
graduates) and have succeeded in placing about 1
200 interns mostly in the companies participating in
our CIS Programme, including the WPC Programme.
About R15 799 859 was paid in stipends to the
interns during the 2021/22 financial year. Over 100
interns who graduated from the Itukise Internship
Programme were placed in permanent employment.
Additional funding has been approved to the value of
R849 384,38 for beneficiaries of the programme
affected by COVID-19.

Support for companies facing economic distress through
turnaround strategies to save jobs.

1.

The BT&R programme reached a significant
milestone at the end of the year under review with
the establishment of the Unemployment Income
Fund (UIF) Productivity SA Technical Committee
tasked with ensuring effective governance and
oversight of the programme. Since the lifting of the
two-year suspension in July 2020, notable gains have
been made in strengthening and recapacitating the
programme, and we employed over 12 additional staff
during the 2021/22 financial year.

. There was a deliberate drive during the year to

establish systems and processes that sought to
capacitate the programme, both internally and
externally. The acceleration plan which included
marketing campaign was implemented and efforts
were made to initiate new and strengthening
existing strategic partnerships with Government,
Organised Business, Organised Labour, Academia
and Community Organisations. These interventions
increased internal and external capacity as well as our
footprint and reach.

Despite the challenges and impediments to access,
we have, through the BT&R Programme, supported
83 companies facing distress, saving 7697 jobs and
capacitating 777 employees by the end of the year
under review. In the current economic climate that
organisations are facing, meeting legislative and
compliance obligations compelled by the UIF and
South African Revenue Services (SARS) becomes a
challenging reality, and these were mostly a barrier to
many companies accessing the service. To mitigate
these challenges, the strategic relationship with the
TERS fund and Development Financial Institutions
(DFI) has been prioritised to provide a package of
relief to companies that require both financial and
non-financial support.



4. We also played an instrumental role in the delivery
and support of the Economic Reconstruction and
Recovery Plan (ERRP). Through participation in the
National Economic Development and Labour Council
(NEDLAC) workstreams on areas for collaboration,
Productivity SA has supported the creation of an
enabling ecosystem for SMMEs, start-ups and
co-operatives in the formal and informal economy
through its BT&R and CIS programmatic initiatives.

5. Our participation in the Sector Master Plans has
assisted in identification of the Clothing Textiles
Leather and Footwear (CTLF) and Steel and
Fabrication Masterplans as priority sectors that will
greatly benefit from BT&R support.

Promoting the Productivity SA Brand and the
productivity culture in South Africa

Our commitment to ensuring that over the next ten (10)
years (2021 to 2030), our strategic objectives and plans will
focus on vigorously unlocking South Africa’s productivity
and potential for sustained competitiveness and economic
growth was carried through various public awareness
campaigns and seminars. These interventions were predicated
on the programmes aimed at implementing the ERRP,
focusing on two (2) priority areas - The first priority being
industrialisation and growing the productive economy,
which include (1.1.) Strategic localisation to repurpose SAs
manufacturing sector, (1.2.) Improving the efficiencies of
local producers; (1.3.) Supporting local manufacturing as well
as firms and households in distress; and (1.4.) Strengthen
SMMEs and cooperatives on the back of localisation and
support for badly affected labour intensive industries; and
the second priority being Macro-economic interventions
and enablers for economic growth, which include (2.1.) End
wastage including enhanced productivity; and (2.2.) Review
and integrate government support for formal and informal
SMMEs, start-ups and cooperatives.

Enormous progress has been made in terms of positioning
Productivity SA as a partner of choice and consequently
the Entity has been successful in forging meaningful
strategic partnerships and alliances with over 14 strategic
partners. These include government departments (across
all spheres) and Economic Development Agencies as well
as Organised Business to pursue a set of agreed upon
objectives and to create the business value that customers
are looking for. The benefits that have been realised from
the partnerships include: (1) Referrals; (2) Collaborative
campaigns; (3) Content-sharing; and (4) Market access. It
is also very encouraging that Programmes and Regions are
leveraging on these partnerships to expand their reach as
well as marketing their product offering in order to meet
their strategic goals and APP targets.

During the 2012/22 financial year, we have observed the
growth in Productivity SA online presence, which was mainly
achieved through the use of social media platforms, including,
Facebook, Twitter and LinkedIn as well as the Productivity
SA website. The following on the Facebook page has grown
to 4 937 LinkedIn to 970, and Twitter to 4 051 followers.
This can be attributed to the engaging information that we
post daily and continuous product awareness which we
drive across the three social media platforms.

Public Awareness Campaigns and seminars continue to
play a pivotal role in promoting Productivity SA and are
leveraged to drive conversations, facilitate client engagement
and relationship building, enhance brand awareness and
strengthen Productivity SA thought leadership position.
Over 26 events were hosted during the year under review,
with approximately a 2 100-participation rate.

Spending trends

Over and above the key operating expenses essential to
keep the company fully functional, the spending trend
of Productivity SA is driven by its mandate, which is to
promote employment growth and productivity, thereby
contributing to South Africa’s socioeconomic development
and competitiveness. Most of the expenditure was spent on
interventions to achieve the goals set out in the mandate.

Capacity constraints and challenges

Productivity SAs current funding model does not allow
adequate achievement of its national mandate to lead
and inspire a competitive and productive South Africa.
The organisation is also underresourced (both financial
and human capacity), which hinders its ability to make a
meaningful and desirable nationwide impact.

The delays in finalising the single-source funding model
in line with section 12 of the Employment Services Act is
also exacerbating Productivity SAs funding challenges. We
believe that finalisation of this by the DEL will enable the
entity to upscale its Enterprise Development and Support
Programmes to support more SMMEs, at least 10 000 per
annum.

In the current economic climate that companies are facing
(including having to scale down operations to stay afloat and
in some instances having to shut down operations due to
operational challenges), imposing legislative and compliance
obligations (including UIF and SARS) becomes a challenging
reality, and these were mostly a barrier to many companies
accessing the BT&R Programme services. The funding of
the Programme remains a challenge as well.

Discontinued activities/activities to be discontinued
No activities were discontinued.
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Requests to rollover funds
There were no requests to rollover funds.

Supply chain management

Productivity SA follows the provisions of the Preferential
Procurement Policy Framework Act (PPPFA) and its own
Supply Chain Management (SCM) policy to ensure a strong
internal control and compliance environment. The following
are true for the financial year under review:

e No unsolicited bid proposals were under review
e SCM processes and systems are in place and
continue to be improved.

The implementation of the SCM policy, the Bid and Evaluation
Committee and the Adjudication Committee continue to
ensure elimination of possible non-compliance instances.

Audit report matters in the previous year
There were no audit findings.

Predetermined objectives

Productivity SA has implemented a performance management
tool to ensure that quarterly reporting is consistent and in
line with approved predetermined objectives.

Collection of revenue

Productivity SA continues to send letters of demand to
customers requesting that all outstanding debts be settled,
and the response has been positive, resulting in long-
outstanding debts being settled.

Procurement and contract management

No disciplinary actions were taken for non-compliance with
SCM prescripts during the financial year. Compliance with
laws and regulations is currently managed by Executive
Managers within their areas of responsibility. The entity
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continues with compliance monitoring and reporting within
the applicable legal framework.

Outlook and plans to address financial challenges

The DEL has made a commitment to review the funding
model of Productivity SA and ensure that the Entity is funded
in line with Section 12 of the Employment Services Act.

Events after the reporting date
There were no events after the reporting date.

Economic viability

The entity remains technically solvent in that current assets
(R47.2 million) exceed current liabilities (R40.0 million). The
accumulated surplus is at R15.1 million and as a going
concern, the entity is not at risk. However, there are plans
in place by the Chairman of the Board to ensure that the
entity is fully funded.

Appreciation

| extend my gratitude to the Board of Productivity SA for
its visionary leadership, to the Minister of the DEL, Mr
Thulas W. Nxesi, for his support, and to the dtic, the UIF
and the DEL for their continued funding. My thanks go
to the staff of Productivity SA for ensuring that the entity
makes a meaningful impact in promoting and enhancing
the competitiveness of South Africa and its enterprises.

. m— ____,_,_p-""
~NAn
Mr Mothunye Mothiba

Chief Executive Officer
29 July 2022



5 STATEMENT OF RESPONSIBILITY AND
CONFIRMATION OF ACCURACY FOR THE
ANNUAL REPORT

To the best of our knowledge and belief, | confirm the following:

e Allinformation and amounts disclosed in the Annual Report are consistent with the Annual Financial Statements
audited by Nexia SAB&T.

e The Annual Report is complete, accurate and free from any omissions.

e The Annual Report has been prepared in accordance with the guidelines on the Annual Reports issued by National
Treasury.

e The Annual Financial Statements (Part E) have been prepared in accordance with the SA Standards of Generally
Recognised Accounting Practice (GRAP).

The Accounting Authority is responsible for the preparation of the Annual Financial Statements and for the judgments
made in this information.

The Accounting Authority is responsible for establishing and implementing a system of internal control 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 our opinion, the Annual Report fairly reflects the operations, the performance information, the human resources information
and the financial affairs of the public entity for the financial year ended 31 March 2022.

— a7 :1; _——
Mr Mothunye Mothiba

Chief Executive Officer

29 July 2022

besoda

Professor Mithunzi Mdwaba
Chairman of the Board
29 July 2022
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6 STRATEGIC
OVERVIEW

6.1 Vision

To lead and inspire a productive and competitive
South Africa.

6.2 Mission

To improve productivity by diagnosing, advising,
implementing, monitoring and evaluating solutions
aimed at improving South Africa’s sustainable growth,
development and employment through increased
competitiveness.

6.3 Values

e Service excellence through the implementation
of relevant solutions

e Market leadership through creative and
innovative solutions

e \Working together as a team to achieve common
goals

e Partner with stakeholders pursuing solutions to
South Africa’s productivity challenge

e Honesty, integrity and professionalism are the
cornerstone of all our relations

7 LEGISLATIVE AND
OTHER MANDATES

Productivity SA is administered under the following legislation:

The Employment Services Act (No. 4 of
2014)

Productivity South Africa was established in terms of Section
31 of the Employment Services Act No. 4 of 2014 as a
juristic person, with the mandate to promote employment
growth and productivity, thereby contributing to South
Africa’s socio-economic development and competitiveness.

The Public Finance Management Act
(PFMA) (No. 1 of 1999, as amended)

The objective of this Act is to regulate financial management
in the national government and provincial government
spheres; to ensure that all revenue, expenditure, assets
and liabilities of those entities are managed efficiently
and effectively; and provide the responsibilities of persons
entrusted with financial management in those entities and
to provide for matters connected therewith.

productivity sa | ANNUAL REPORT 2021/22

The Board as an Accounting Authority must manage Productivity
SA in accordance with Sections 49-62 of the PFMA.

The Preferential Procurement Policy
Framework Act (No. 5 of 2000, as
amended)

The Act was promulgated to give effect to Section 217(3)
of the Constitution by providing a framework for the
implementation of the procurement policy contemplated
in Section 217(2) of the Constitution; and to provide for
matters connected therewith. In this Act, unless the context
indicates otherwise, ‘acceptable tender’ means any tender
which, in all respects, complies with the specifications and
conditions of tender as set out in the tender document.

The Broad-Based Black Economic
Empowerment Act (No. 53 of 2003) and
the Codes of Good Practice

This Act establishes a legislative framework for the promotion
of Broad-Based Black Economic Empowerment (B-BBEE).
It furthermore empowers the Minister of Finance to issue
codes of good practice, to publish transformation charters,
to establish the Black Economic Empowerment Advisory
Council, and to provide for matters connected therewith.
Productivity SAs Enterprise Support programmes are designed
to promote a productivity and entrepreneurship culture and
consciousness to promote decent work, which involves
opportunities for work that are productive and deliver fair
income. The Competitiveness Improvement Services (CIS)
Programme supports South Africa’s strategic objectives in
scaling up efforts to promote long-term industrialisation
and transformation of the economy, targeting enterprises
of all sizes within the productive sectors of the economy.

The Unemployment Insurance Act (No.
30 of 2001, as amended) (UIA)

The UIA provides for financing of employment services (in
terms of Section (12), with Section 5(d) relating to financing
of the retention of contributors in employment and the
re-entry of contributors into the labour market and any other
scheme aimed at vulnerable workers.

Financing the Business Turnaround and Recovery (BT&R)
Programme will ensure the provision of turnaround strategies
and plans to restructure and improve the productivity and
operational efficiency of companies facing economic distress,
to save jobs or minimise the retrenchment of employees.

The National Development Plan, 2030:

Our future — Make it work (The NDP)

The NDP provides a long-term vision through to 2030 towards
dealing with the challenges of unemployment, inequality
and creating a more inclusive society. Central to meeting
the vision enshrined in the NDP is the implementation of



the New Growth Path, the Industrial Policy Action Plan and
the National Infrastructure Plan.

Productivity SAs strategic and programme interventions focus
on contributing to the NDP goals, specifically on Chapter
3 — targeting programmes that contribute to sustainable
development and economic growth; Chapter 9 — developing
world-class centres and programmes in the national system
of innovation and Chapter 13 — implement programmes that
improve the efficiency and effectiveness of government.

Updates to institutional policies and
strategies

With the change in the business environment of Productivity
SA and its mandate expanded through the Employment
Services Act of 2014 to include promoting employment
growth and supporting initiatives aimed at preventing job
losses, and additional responsibilities conferred to the entity
as per the Presidential Jobs Summit Framework Agreement,
2018, the entity’s business model and strategic direction had
to be reviewed. This entailed adopting frameworks which

improve economic performance, labour market efficiency
and management practices to promote full and productive
employment and decent work for all. Our enterprise
development and support programmes should in future be
underpinned by the provisions of Article 23 of the Universal
Declaration of Human Rights, notably the right to work, to
free choice of employment, to just and favourable conditions
of work and to protection against unemployment.

The business model is being implemented in a challenging
environment where the world of work is undergoing
transformative change driven by technological innovations,
demographic shifts, environmental and climate change,
and globalisation, as well as persistent inequalities. These
factors have a profound impact on the nature and future of
work (FoW), and on the place and dignity of people in it.
Therefore, Productivity SA should be resourced and capable
to be future-ready and remain relevant and sustainable. The
entity should have the intellectual and technical capacity
and access to relevant sources of knowledge to meet the
changing nature and future of work.

productivitysa | ANNUAL REPORT 2021/22



8 ORGANISATIONAL STRUCTURE

Chief Financial Officer
Dr Sibusiso Sabela

Executive Manager:
Business Turnaround and
Recovery
Mr Justice Tshifularo

Executive Manager:
Competitiveness
Improvement Services
Ms Amelia Naidoo
(Acting)

Executive Manager:
Research Innovation and
Statistics
Dr Leroi Raputsoane
(Acting)

Executive Manager:
Corporate Relations
Dr Nandi Dabula

Senior Manager: Human
Resources
Ms Carolyne Anooplal
(Acting)

FIGURE 1: ORGANISATIONAL STRUCTURE
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Mr Albert Brink
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(Region 3 — KZN,
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Ms Amelia Naidoo
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Ms Farida Khan
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Dr Anneline Chetty
Board Member

CEO and Executive Board Member

Mr Mothunye Mothiba

Mr Welile Nolingo
Board Member

Ms Marsha Bronkhorst
Board Member

Mr Godfrey Selematsela
Board Member
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Executive Management

Mr Mothunye Mothiba
CEO

Dr Nandi Dabula
Executive Manager:
Corporate Relations

Ms Amelia Naidoo

Improvement Services (Acting)
and Executive Manager: Regional

Mr Justice Tshifularo
Executive Manager: Business,
Turnaround and Recovery (BT&R)

Dr Leroi Raputsoane
Executive Manager:
Research, Innovation and
Statistics (Acting)
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Executive Manager: Competitiveness

Operations (Region 3: KZN, EC, MPU)

Dr Sibusiso Sabela
Chief Financial
Officer

Mr Albert Brink

Executive Manager: Human
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(Acting) and Executive Manager:
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WC, NC,FS)

Ms Lalane Janse Van Rensburg
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Operations

(Region 1: GP, LIMP, NW)

Ms Carolyne Anooplal
Senior Manager: Human
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(Acting)
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1 AUDITOR’S REPORT: PREDETERMINED OBJECTIVES

The Nexia SAB&T currently performs the necessary audit
procedures on the performance information to provide
reasonable assurance in the form of an audit conclusion. The
audit conclusion on the performance against predetermined
objectives is included in the report to management, with
material findings being reported under the report on the

audit of the annual performance report section of the
auditor’s report.

Refer to page 54 of the Annual Report for the Auditors
Report, published in Part E: Financial Information.

2 OVERVIEW OF PERFORMANCE

2.1 Service delivery environment

Productivity SA was established in terms of Section 31 of
the Employment Services Act (No. 4 of 2014) as a Schedule
3A Public Entity of the Department of Employment and
Labour with the responsibility to fulfil an economic or social
mandate of government, which is to promote employment
growth and productivity thereby contributing to South Africa’s
socio-economic development and competitiveness.

Productivity SAs enterprise development and support
programmes namely the Business Turnaround and Recovery
(BT&R) and the Competitiveness Improvement Services (CIS)
programmes are designed to enable the entity to meet its
commitments and plans to unlock South Africa’s productivity
and potential for long-term competitiveness and sustained
inclusive growth. The strategies and programme interventions
are focused on government Medium-Term Strategic Framework
Priority 1: A Capable, Ethical and Developmental State; and
Priority 2: Economic Transformation and Job Creation. The
interventions are built on the foundations of the Economic
Reconstruction and Recovery Plan (ERRP), which remains
South Africa’'s common programme to build the economy
and achieve long-term competitiveness and sustained
inclusive growth.

Our contribution to the ERRP is focused on two priority
areas linked to our mandate, which include: Priority 2 —
Industrialisation and Growing the Productive Economy:
(2.1) Improve efficiencies of local producers; (2.2) Support local
manufacturing as well as firms and households in distress;
and (2.3) Strengthen SMMEs and Cooperatives on the back
of localisation and support for badly affected labour intensive
industries; and Priority 5 — Macro-Economic Interventions
and Enablers for Economic Growth: (5.1) End wastage
including enhanced productivity, and measurement and
evaluation of productivity and overall competitiveness of
the economy; (5.2) An Integrated Enterprise Development
and Support Ecosystem (government-wide programme in
collaboration and partnership with social partners) to create
a coherent platform to enhance access and coordination of
government support for formal and informal SMMEs, start-
ups and Cooperatives; and (5.3) Support measures, including
Schemes/TERS to transition enterprises and employees
as well as informal enterprises into the formal economy.
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The overall performance for the 2021/22 financial year is
75%, achieving 9 out of the 12 planned Key Performance
Indicators. The CIS Programme overachieved on all its
targets. 1 546 SMMEs were supported through training
and competitiveness improvement initiatives and 101 of the
enterprises have been supported through the Workplace
Challenge Programme, funded by the dtic. The programme
capacitated 2 849 entrepreneurs, workers and managers
from formal and informal sectors. The programme continues
provide support to SMMEs in both the formal and informal
economy by focusing on productivity and operational efficiency
enhancement interventions, promoting a productivity culture
and mindset, as well as driving accountability for productivity
performance across sectors and segments of society. 621
Productivity Champions were capacitated on productivity
tools. The overachievement was due to coordinated efforts
with national strategic partners and improved accessibility to
client organisations due to the easing of the lockdown levels.

One disturbing challenge facing South Africa, which should
be addressed in collaboration with other government
departments in the economic cluster, is that there are
over 2.3 million SMMEs (1.6 million of which are informal
SMMEs) operating in South Africa, and Productivity SA can
only service a fraction (only about 3 000 per annum) of the
total number due to a lack of funding. The CIS Programme is
reliant on other regional and national partners to achieve its
APP targets with the use of additional funding. Investment
in technology would assist the CIS unit to improve access
to clients and improve service offerings to support the
SMMEs in both the informal and formal economy to become
sustainable entities that create decent work.

During the 2021/22 financial year we still faced challenges
relating to the COVID-19 pandemic (3 and 4™ wave) as well
as the unrest in July, which made it difficult to reach more
companies to support, particularly in the provinces where we
do not have a physical presence (Eastern Cape, Free State,
Limpopo, Mpumalanga, Northern Cape and North West).
The gradual easing of the lockdown required significant
workplace adaptation in order to deliver programmes.
The dtic funded Workplace Challenge (WPC) Programme
managed to adapt to the changing environment effortlessly,
developing a reviewed Kaizen Programme. The new Kaizen



Programme is a short-term intervention to assist businesses
in reducing costs and optimising resource utilisation through
project-based work whilst improving the productivity and
competitiveness of the enterprises.

The BT&R Programme continues to be the lowest performing
programme with overall achievement of 33% (dropping
from 100% in Q1, 67% in Q2 and unchanged in Q3). Only
one of three KPIs was achieved, with 777 Workplace/Future
Forums members trained and capacitated on productivity
improvement solutions against a target of 573. Despite
the funding challenges and barriers/impediments to access
(qualifying criteria), only 83 (43%) of the 191 companies
were supported through turnaround strategies and 7 697
jobs were saved against a target of 9 550.

This period was characterised by a slow take-off of the
BT&R Programme as a result of the drive to re- establish the
programme and bring on board both internal and external
capacity, establish the requisite governance structures
and procedures and strengthen existing and establish new
strategic partnerships. Significant emphasis was placed on
developing an acceleration plan to drive the uptake of the

programme. Efforts were also directed at strengthening
the Standard Operating Procedures to enable efficient
administration of the programme. It is because of the
focus on the capacitation drive that Tranche 1 of the first
year's funds (2020/21) were only fully expensed towards
the end of Q3 of the period under review (18 months after
the programme'’s resuscitation).

The qualifying criteria for businesses to be on boarded to
this programme include UIF and SARS compliance, which
proves to be a barrier for many companies in accessing these
turnaround solutions. Failure to meet these compulsory
compliance requirements results in the disqualification of
clients from the BT&R Programme. Communication was
sent to the leadership of DEL to address issues relating to
compliance and to evaluate whether these can be relaxed
to support companies that have challenges with compliance.
In respect of impact, a total of 20 clients did not meet
the compliance requirements which translated into 1 717
employees at risk of losing their jobs. These clients were
spread across the three regions as graphically depicted in
the figure that follows:

Lead Status

5
0 . [

Do not meet requirements

M Region 1 Region 2 MM Region 3 M National
Region Client # Employees
1 Bustque Fashions 10
1 Azania Clothing 14
1 CR Brand Solutions 160
1 Jozi CMT (Pty) Ltd 2
1 SGB SMIT Callidus 74
1 SGB SMI Power Matla 566
1 Reapso 45
1 Exodus Factory 45
1 Thermguard 45
961

Region Client # Employees
2 Jacobs Jams 2
2 Winners Supermarket 45
2 R & R Anonymous Knitwear 45
2 Mizpah Clothing 94
2 Kinross Clothing 300
2 Palm Consultant 45
2 African Style House 45
2 Medifood 45
621
Region Client # Employees
3 SmartBoy Trading 45
3 Maritzburg Emergency 45
College
3 Kusini Environmental 45
Services
135

20 organisation could not be support-
ed with approximately
1717 employees at risk

FIGURE 2: CLIENTS PER REGION NOT MEETING REQUIREMENTS
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The Research, Innovation and Statistics Programme also
recorded under performance, with only one research report
published instead of two. One research report was not
published because it was not subjected to peer review
(quality assurance). The research process and activities will
be reviewed to ensure that the outputs are delivered by
the end of Q3. Actions will also be taken to empower and
capacitate the responsible Research Managers to deliver
quality Research Reports on time in the future.

The recommendation for a single source funding will go a
long way in assisting us to deliver on our mandate and expand
the reach and accessibility of our programmes equitably and
country wide. Further to this, we recommended that the
DEL should champion the policy position that, to effectively
support SMMEs government should be a funder of first resort,
including towards schemes and programme interventions in
terms of Section 5(d) of the Ul Amendment Act by the UIF
(collective funding by DFAs/DFls) for SMMEs, and that the
funding should be linked to productivity outcomes. The DFAs/
DFls should make funds and non-financial support available
to create enterprise development and support programmes
to capacitate SMMEs. The SMMEs should be supported to
be competitive and sustainable through a comprehensive
suite of support programmes; and Productivity SA should be
enabled to access the loan book of the DFAs/DFls to assist
funded SMMEs facing economic distress (with a potential
to retrench workers) who are unable to service their debt
(with a potential to default on payments and be liquidated)
with business turnaround and recovery strategies.

2.2 Organisational environment

As a national public entity, Productivity SA services the entire
country, however, its footprint is limited to three provinces
namely Gauteng, KwaZulu-Natal and the Western Cape with a
Regional Office in each. The Midrand office is the head office
and also services Gauteng, North West and Limpopo; the
Durban office services KwaZulu-Natal, the Eastern Cape and
Mpumalanga; and Cape Town office services the Western
Cape, Northern Cape and the Free State.

The current funding of R61 million, organisational structure
(79 filled posts out of 107) with a high vacancy rate particularly
in the strategic business units (28 posts costing about
R17 million), and operations which are organised into three
Regional Offices, make it impossible to service the entire
country adequately and equitably. As a result of operational
instability directly attributable to a lack of adequate funding,
the entity has lost a number of skilled employees. During
the financial year the entity operated at 74% capacity i.e.
79 employees out of a required staff complement of 107
While this has contributed to cost savings in the entity
due to reduced costs to compensate employees, it has
unfortunately come at great expense to Productivity SAs
struggling beneficiaries whose businesses are in distress
and are facing retrenchments that could not be assisted to
potentially save jobs.
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The funding challenges faced by Productivity SA are structural
in nature and the funds appropriated by Parliament through
the budget vote of the DEL barely cover the operational costs.
What compounds this challenge is that the grants from UIF
and the dtic are not guaranteed. Limited financial resources
and infrastructure make it difficult for Productivity SA to
provide services and deliver on its mandate equitably in all
provinces, and meet the large demand for enterprise support
programmes. These challenges are further compounded
by the increasing demand for our services (Enterprise
Competitiveness and Sustainability, and Job Preservation).

We further lack the resources and capability to provide
productivity and competitiveness related value-added
information and statistics, best practices and systems
through research activities and databases. Therefore, there
is an urgent need for increased capacity and footprint to
adequately respond to the increasing demands for our
services and to equitably service the entire country. Ideally,
Productivity SA should be funded through a single source
funding model in line with Section 12 of the Employment
Services Act.

2.3 Key policy developments and
legislative changes

There has not been any key policy developments and
legislative changes during the reporting period.

2.4 Progress towards achievement
of institutional impacts and
outcomes

In the medium term, Productivity SA will contribute mainly
to the MITSF Priority 2: EconomicTransformation and Job
Creation through its Enterprise Development and Support
Programlnmes (Competitiveness Improvement Services [CIS]
and the Business Turnaround and Recovery [BT&R]). These
two programmes are designed to enhance the capabilities of
SMMEs and Cooperatives to adopt world-class productivity
enhancement best practices, to preserve existing jobs and
create productive and decent employment.

The performance and achievements, in particular relating
to the Enterprise Development and Support Programmes
(despite the challenges outlined), underscores our commitment
to leading a productivity- driven agenda holistically across
sectors and all levels (macro, sector/industry and micro) will be
reinforced. This is based on our conviction that productivity is
a crucial determinant and driver of long-term competitiveness
and economic growth, and a vehicle towards prosperity and
higher standards of living. Our resolve to promote a culture
of productivity and accountability remains, and we call upon
the minister and the Department of Employment and Labour
to champion and accompany us on this journey. With this
collaboration, we can collectively address the productivity
and capability gaps of SMMEs, which is more critical than
ever before in our underperforming economy. To this end, we
are committed to working with the department to develop



a comprehensive policy mix, and strategies and programme interventions to contribute to the competitiveness and
sustainability of the SMMEs, particularly those operating in the informal economy, in line with the ILO Recommendation 204.

The entity will continue to actively participate within the Temporary Employer Employee Relief Scheme (TERS) task team of
the presidential Jobs Summit as well as in the TERS single adjudication committee with the CCMA, the dtic and UIF to ensure
that distressed companies are not only receiving wage subsidies but benefit from the development and implementation
of turnaround strategies in order to enhance their long-term sustainability.

Productivity SA engages in a variety of strategic partnership and alliances with a wide range of institutions, including national
and global strategic business partners that share a common SMME focus and the notion that small and medium-sized
enterprises create jobs and power economies. These partnerships create a much stronger voice for SMMEs in South Africa
and are fertile soil in which a seed of productivity can bloom.

3 INSTITUTIONAL PROGRAMME PERFORMANCE
INFORMATION

3.1 Programme 1: Administration

Purpose of the programme

The programme aims to strengthen the institutional capacity of Productivity SA to deliver on its mandate and be financially
sustainable.

Subprogrammes

e Office of the Chief Executive Officer (CEQ) provides strategic leadership to ensure that the mandate is achieved.

e Corporate Services renders effective and efficient financial management, information technology, and facilities
administrative support for the entity.

e Human Resource Management renders effective and efficient human resources management related services to the
entity.

e Corporate Relations drives the productivity movement by promoting a culture of productivity in the workplace and in
society in general.

Strategic objectives
The programme contributes to the following strategic objectives towards achieving the Annual Performance Plan:

e Strategic objective 1 — Strengthen the institutional capacity of Productivity SA to deliver on its mandate and be
financially sustainable.

e Strategic objective 5 — Productivity Culture and Accountability: To promote a culture of productivity and
competitiveness in the workplace and community life.

Outcomes, outputs, output indicators, targets and actual achievement
Administration which hosts the support subprogrammes achieved 100% on all four KPls.

e Corporate Services paid all SMMEs within 30 days of receipt of statement throughout the financial year. There was
no fruitless and wasteful expenditure incurred.

e Human Resource Management commenced with all planned training interventions to capacitate the workforce.

e Corporate Relations hosted the 10 planned productivity awards and regional milestones which recognise enterprises
for significant progress in improving productivity in their respective environments.

The entity ended the financial year with a positive cash surplus of roughly R9.5 million mainly because of the additional
revenue initiatives that were implemented during the financial year. The entity finished the year on a surplus position mainly
due to the re-assessment of useful lives of assets.
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TABLE 1: CORPORATE SERVICES

Outcome Output
Functional, Payment
Efficient and = of SMMEs
Integrated within 30
Government  days of
receipt of
statement
Elimination
of fruitless

and wasteful
expenditure,
detected

per financial
year,
reported

to the
Accounting
Officer

Subprogramme: Corporate Services

Strategy to overcome areas of under performance

n/a

Reporting on the institutional response to the COVID-19 pandemic

n/a

Linking performance with budgets

TABLE 2: CORPORATE SERVICES PERFORMANCE LINKED WITH BUDGET

Programme/activity/
objective

Finance, IT and Facilities
OCEO
Total

Deviation
from
planned
Audited Audited Planned target to
actual actual annual Actual actual
Output performance performance target achievement achievement Reasons for
indicator 2019/20 2020/21 2021/22 2021/22 2021/22 deviations
100% of 100% 100% 100% 100% 0 n/a
SMMEs
paid within
30 days of
receipt of
statement
10% New New 10% 100% 90% The target
reduction indicator indicator was
on fruitless exceeded
and wasteful due to no
expenditure fruitless and
wastefull
expenditure
being
incurred
2021/22 2020/21
Actual | (Over)/under Actual | (Over)/under
Budget expenditure expenditure Budget expenditure expenditure
R’000 R’000 R’000 R’000 R’000 R’000
25199 25028 171 15 558 18 508 2 950
4679 4796 (117) 5487 5733 246
29 878 29 824 54 21 045 24 241 3 196

24 productivitysa | ANNUAL REPORT 2021/22



3.1.2

Subprogramme: Human Resource Management

TABLE 3: SUBPROGRAMME HUMAN RESOURCE MANAGEMENT

Outcome Output

Functional, Commencement
Efficient and
Integrated

Government

of planned
training
interventions
to capacitate
the workforce

Strategy to overcome areas of underperformance

n/a

Reporting on the institutional response to the COVID-19 pandemic

n/a

Linking performance with budgets

TABLE 4: HUMAN RESOURCE MANAGEMENT PERFORMANCE LINKED WITH BUDGET

Programme/activity/
objective

Training and Development
Total

Deviation
from
planned
Audited Audited Planned target to
actual actual annual Actual actual Reasons
Output performance performance target achievement achievement for
indicator 2019/20 2020/21 2021/22 2021/2022  2021/22 deviations
Commencement | 80% 100% 100% 100% 0 n/a
of 100%
of planned
training
interventions
2021/22 2020/21
Actual | (Over)/under Actual | (Over)/under
Budget expenditure expenditure Budget expenditure expenditure
R’000 R’000 R’000 R’000 R’000 R’000
606 613 (7) 525 545 (20)
606 613 (7) 525 545 (20)
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Subprogramme: Corporate Relations

TABLE 5: SUBPROGRAMME: CORPORATE RELATIONS

Deviation
from
planned
Audited Audited Planned target to
actual actual annual  Actual actual Reasons
Output performance performance target achievement achievement for
Outcome Output indicator  2019/20 2020/21 2021/22 2021/22 2021/22 deviations
Enterprise Promote the Number of = 10 10 10 10 0 n/a
Competitiveness productivity and = productivity
and competitiveness = awards
Sustainability: mindset and and
To improve culture in the regional
productivity workplace milestones
for sustained workshops
inclusive hosted
economic
growth and
competitiveness.
Promote full
and productive
employment and
decent work
Strategy to overcome areas of underperformance
n/a
Reporting on the institutional response to the COVID-19 pandemic
n/a
Linking performance with budgets
TABLE 6: CORPORATE RELATIONS PERFORMANCE LINKED WITH BUDGET
2021/22 2020/21
Actual  (Over)/under Actual  (Over)/under
Programme/activity/ Budget expenditure expenditure Budget expenditure expenditure
objective R’000 R’000 R’000 R’000 R’000 R’000
Corporate Relations 6 487 6 141 346 9779 6 559 3220
Total 6 487 6 141 346 9779 6 559 3220
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3.2 Programme 2: Competitiveness Improvement Services
Purpose of the programme

The programme provides support to SMMEs in both the formal and informal economy by focusing on productivity and
operational efficiency enhancement interventions, promoting a productivity culture and mindset, as well as driving
accountability for productivity performance across sectors (national, sector and enterprise level) and segments of society.
Furthermore, the programme prioritises the participation of historically disadvantaged people and regions in the economy
and thereby supports meaningful B-BBEE using instruments such as Special Economic Zones (SEZs), industrial parks and
black industrialist interventions.

Subprogrammes

n/a

Strategic objectives
This programme contributes to the following strategic objectives towards achieving the Annual Performance Plan:

e Strategic objective 2 — Enterprise Competitiveness and Sustainability: To improve productivity for sustained
inclusive economic growth and competitiveness.

e Strategic objective 5 — Productivity Culture and Accountability: To promote a culture of productivity and
competitiveness in the workplace and community life.

Outcomes, outputs, output indicators, targets and actual achievement

The Competitiveness Improvement Services (CIS) Programme is designed to improve the competitiveness and sustainability
of enterprises, targeting small enterprises and Cooperatives in the productive sectors of the economy in line with the
Sector Master Plans. The CIS Programme overachieved on all its targets. Overall, 1 546 of the target of 1 252 SMMEs were
supported through training and competitiveness improvement initiatives and 101 of the enterprises have been supported
through the Workplace Challenge Programme (WPC), funded by the dtic. Some 2 849 of the target of 2 000 entrepreneurs,
workers and managers have been capacitated (formal and informal sector). The programme continues to provide support
to SMMEs in both the formal and informal economy by focusing on productivity and operational efficiency enhancement
interventions, promoting a productivity culture and mindset, as well as driving accountability for productivity performance
across sectors and segments of society. Some 621 Productivity Champions have been capacitated on productivity tools.

The overachievement was due to coordinated efforts with national strategic partners and improved accessibility to client
organisations due to the easing of the lockdown levels. Since April, Productivity SA can only service a fraction of the
2.3 million SMMEs (only about 3 000 per annum) due to lack of funding. The CIS Programme is reliant on other regional
and national partners to achieve the APP targets with the use of additional funding. Investment in technology would further
assist the CIS unit to improve access to clients and service offerings to support the SMMEs in both the informal and formal
economy to become sustainable entities that create decent work.
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TABLE 7: PROGRAMME 2: COMPETITIVENESS IMPROVEMENT SERVICES

Outcome

Enterprise
Competitiveness
and
Sustainability:
To improve
productivity

for sustained
inclusive
economic
growth and
competitiveness.
Promote full
and productive
employment
and decent
work.

Output

SMME

and other
enterprises
supported
through
productivity
interventions
to improve
their
competitiveness
and
sustainability

Promote the
productivity
and
competitiveness
mindset and
culture in the
workplace

Audited
actual
Output

indicator 2019/20

Number 5588
of SMMEs

and other
enterprises
supported
through
productivity
interventions to
improve their
competitiveness
and
sustainability

Number of New
entrepreneurs indicator
capacitated

to promote

the culture of

productivity and
entrepreneurship

Number of 345
Productivity
Champions
capacitated to

build awareness

and promote a
stronger culture

of productivity

in South Africa

Strategy to overcome areas of underperformance

n/a

performance

Audited
actual
performance
2020/21

3 686

927

429

Reporting on the institutional response to the COVID-19 pandemic

n/a
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Planned
annual
target
2021/22

1252

2000

323

Actual
achievement
2021/22

1546

2849

621

Deviation
from
planned
target to
actual
achievement
2021/22

+294

+849

+298

Reasons
for
deviations

Coordinated
efforts with
stakeholders
to support
SMMEs
and special
projects
within
regions.

Improved
efforts with
strategic
partners.

Numerous
online
sessions
were held
in Q3 and
Q4 to
improve the
reach.

The
opening
up of the
economy
allowed
better
access to
clients,
therefore
physical
productivity
training
sessions
could be
held.



Linking performance with budgets

TABLE 8: COMPETITIVENESS IMPROVEMENT SERVICES PERFORMANCE LINKED WITH BUDGET

2021/22 2020/21
Actual  (Over)/under Actual  (Over)/under
Programme/activity/ Budget expenditure expenditure Budget expenditure expenditure
objective R’000 R’000 R’000 R’000 R’000 R’000
CIS 8262 8390 (128) 25028 9084 15944
WPC 10 380 10 151 229 12 372 9280 3092
Total 18 642 18 541 101 37 400 18 364 19 036

3.3 Programme 3: Business Turnaround and Recovery
Purpose of the programme

The programme focuses on supporting initiatives aimed at preventing job losses as well as providing for turnaround strategies
to companies facing economic distress (financial or operational difficulties) which may result in an employer contemplating
the dismissal of employees based on its operational requirements. The outcome of these interventions is to lessen the
social and economic impact on individuals, companies, regions and the national economy.

Subprogrammes

n/a

Strategic objectives
This programme contributes to the following strategic objective towards achieving the Annual Performance Plan:

e Strategic objective 3 — Jobs preservation: To support enterprises facing economic distress and initiatives aimed at
preventing job losses.

Outcomes, outputs, output indicators, targets and actual achievement

The BT&R Programme continues to be the lowest performing programme with overall achievement of 33%, two years
in a row since its resuscitation in June 2020. Only one of three KPIs was achieved, with 777 Workplace/Future Forums
members trained and capacitated on productivity improvement solutions against a target of 573. Despite the funding
challenges, barriers and impediments to access (qualifying criteria), only 83 (43%) of the 191 companies were supported
through turnaround strategies and 7 697 jobs were saved against a target of 9 550.

This period was also characterised by a slow take-off of the BT&R Programme as a result of the drive to re-establish
the programme and bring onboard both internal and external capacity, establish the requisite governance structures and
procedures, and strengthening existing and establishing new strategic partnerships. Significant emphasis was placed on
developing an acceleration plan to drive the uptake of the programme. Efforts were also directed at strengthening the
standard operating procedures to enable efficient administration of the programme. It is because of the focus on the
capacitation drive that Tranche 1 of the first year’s funds (2020/21) was only fully expensed towards the end of Quarter 3
of the period under review (18 months after the programme’s resuscitation).
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TABLE 9: PROGRAMME 3: BUSINESS TURNAROUND AND RECOVERY

Deviation
from
planned
Audited Audited Planned target to
Actual Actual Annual Actual Actual
Output Performance Performance Target Achievement Achievement Reasons for
Outcome Output Indicator 2019/20 2020/21 2021/22  2021/22 2021/22 deviations
Business Support Number of *0 3030 9550 7 697 (1 853) The
Turnaround enterprises jobs saved in qualifying
and facing companies criteria for
Recovery economic facing businesses
processes distress and economic to be
initiatives distress onboarded
aimed at to this
preventing job programme
losses include UIF
and SARS
compliance,
which
proves to
be a barrier
for many
Number of *0 25 191 83 (108) companies
companies in accessing
facing these
economic turnaround
distress solutions.
supported The lack
through of funding
turnaround and the
strategies to subsequent
retain jobs suspension
(nurturing) at the
beginning
of Q4
contributed
to the target
not being
met.
Number of *0 96 573 777 +204 Exceeded
workplace / the annual
future forums target as
members companies
trained and have opted
capacitated to send
on more
productivity employees
improvement for training.
solutions

Strategy to overcome areas of underperformance

The establishment of the Technical Steering Committee between the UIF and Productivity SA will provide a platform to
deal with challenges thereby mitigating them timeously. Communication was sent to the leadership of DEL to address
issues relating to compliance and to evaluate whether these can be relaxed to support companies that have challenges with
compliance. Failure to meet these compulsory compliance requirements results in the disqualification of clients from the
BT&R Programme. In respect of impact, a total of 20 clients did not meet the compliance requirements which translated
into 1 717 employees at risk of losing their jobs.

Reporting on the institutional response to the COVID-19 pandemic
n/a
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Linking performance with budgets

TABLE 10: BUSINESS TURNAROUND AND RECOVERY PERFORMANCE LINKED WITH BUDGET

2021/22 2020/21
Actual (Over)/under Actual  (Over)/under
Programme/activity/ Budget expenditure expenditure Budget expenditure expenditure
objective R’000 R’000 R’000 R’000 R’000 R’000
Business Turnaround and
Recovery 110 735 24708 86 027 75 091 7 746 67 345
Total 110 735 24708 86 027 75 091 7 746 67 345

3.4 Programme 4: Research, Innovation and Statistics
Purpose of the programme

The programme aims to measure and evaluate productivity in the workplace and overall competitiveness of the economy,
develop and maintain databases and best practice productivity and competitiveness system, and business model innovation
including products and services innovation to improve quality and access to services, and undertake productivity-related
research and statistics and publicise the outputs.

Subprogrammes
n/a

Strategic objectives

This programme contributes to the following strategic objective towards achieving the Annual Performance Plan:

e Strategic objective 4 — Evidence-based planning, monitoring and evaluation: Generation and dissemination of
productivity-related research and statistics.

Outcomes, outputs, output indicators, targets and actual achievement

The Research, Innovation and Statistics Programme supports the mandate of the entity through the provision of productivity
and competitiveness-related value-added information and statistics, best practices and systems through research and
innovative activities and databases. The programme managed to achieve 50% of its KPlIs.

Productivity SA published its annual Productivity Statistics Report for the year under review. According to the report, released
in October 2021, South Africa recorded a significant decline in labour productivity and multifactor productivity, while capital
productivity accelerated sharply in the same period. This marked fall in creativity amid the COVID-19 pandemic and the
associated lockdowns heralded unprecedented disruption of work and goods and services supply chains.

Productivity SAis the partner institute of the International Institute for Management Development (IMD) in Switzerland, which
produces the IMD World Competitiveness Yearbook (WCY), an annual publication that compares the competitiveness of 63
countries since 1989. The key objective of the WCY publication is to assess the countries’ global competitiveness. Our role
is to collect data and distribute the survey questionnaire as set out in the Executive Opinion Survey. The competitiveness
ranking declined from 59 in 2020 to 62 in 2021 (out of 64 countries) — regression in all the four broad factors (Economic
Performance, Government Efficiency, Business Efficiency, and Infrastructure) in competitiveness (IMD WCY, 2021).
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TABLE 11: PROGRAMME 4: RESEARCH, INNOVATION AND STATISTICS

Outcome

Provision of
productivity and
competitiveness
related value-
added information

Output

Undertake
productivity-
related
research

on priority
sectors

Collate
productivity-
related
statistics

Audited
actual
performance

Output indicator 2019/20

Number of 4
research reports

and publications

on priority sectors
published and
disseminated

Number of 4
statistical

reports on
productivity and
competitiveness
published

Strategy to overcome areas of under performance

Audited Planned
actual annual
performance

2020/21 2021/22

target achievement achievement

Deviation
from
planned
target to

Actual actual

Reasons
for
deviations

2021/22 2021/22

1 The
research
report
was not
submitted
for
publication
by the
presentation
date of
10 January
2022

0 n/a

Review the research process and activities to ensure that the outputs are delivered by the end of the 3 quarter. Action
to be taken to empower and capacitate the responsible research managers to deliver quality research reports on time.

Reporting on the institutional response to the COVID-19 pandemic

n/a

TABLE 12: RESEARCH, INNOVATION AND STATISTICS PERFORMANCE LINKED WITH BUDGET

Programme/activity/

objective

Research development

Total
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2021/22 2020/21
Actual | (Over)/under Actual | (Over)/under
Budget expenditure expenditure Budget expenditure expenditure
R’000 R’000 R’000 R’000 R’000 R’000
8943 7414 1529 12 593 8 580 4013
8943 7414 1529 12 593 8580 4013




6. REVENUE COLLECTION

2021/22 2020/21
Actual (Over)/ Actual (Over)/
amount Under amount Under
Estimate collected collection Estimate collected collection
Sources of Revenue R’000 R’000 R’000 R’000 R’000 R’000
Transfers and subsidies
DEL 59 853 60 669 816 56 309 63 154 6 845
UIF 111 306 24708 (86 598) 75 091 7 746 (67 345)
the dtic 10 389 10 389 - 8971 8971 -
Donations 1550 249 (1.301) 1550 - (1 550)
Other income
Sales of goods and services,
interest and other income 10 255 8494 (1761) 10 771 29 274 18 503
Total 193 353 104 509 (88 844) 152 692 109 145 (43 547)

The bulk of revenue collection activities relate to transfers by way of grants from three main sources DEL, UIF and
the dtic. Funding from DEL is guaranteed and the main source of funds amounting to R60.7 million in this financial year,
which included R0.8 million financial assistance received in March 2020 and additional funds for the IT refresh project.

Transfers/grants have, to a great extent, been received on time in compliance with the service level agreements and
memoranda of understanding signed with funders. There were some delays in the BT&R funding, however, the 2nd tranche
was finally received in June 2021.

7 CAPITALINVESTMENT

The IT refresh project continued during the financial year with a SAP reporting tool being procured in line with the IT Plan
to ensure that the SAP Business One program allows for reporting to EXCO and all other committees of the Board. At the
same time the Human Resource system was upgraded in line with the SAP Business One Integration Plan.

Procurement of laptops was a priority for the 2021/22 financial year where desktops and old laptopswere replaced with
new laptops. Additional laptops were also procured for the new employees.

To comply with the requirements of the PFMA and GRAR measures were taken to ensure that the public entity’s asset
register remained up to date during the period under review. These included maintaining an up-to-date asset register with
asset descriptions, identification codes and a record of all acquisitions, movements, and disposals. Further, a physical asset
count is performed every quarter. The decisions as to which assets to dispose of and scrap lie with the Asset Disposal
Committee. All movements in assets are authorised by a responsible official of Productivity SA.

Assets comprise mainly computers, furniture, and motor vehicles, 95% of which are in good condition. Should certain
assets be identified as not fit and proper for the entity's use, they are disposed of via donations or outright sale and replaced.

No major maintenance projects were undertaken during the period under review.
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PART C:
GOVERNANCE

S



1 INTRODUCTION

Corporate governance embodies processes and systems
through which public entities are directed, controlled and
held to account. In addition to legislative requirements based
on a public entity’s enabling legislation, and the Companies
Act, corporate governance with regards to public entities is
applied through the precepts of the Public Finance
Management Act (PFMA) and run in tandem with the
principles contained in the King Code of Governance Principles
and the King Report on Corporate Governance (King IV).

The public entity’s Executive Authority and Accounting
Authority are responsible for corporate governance.

2 PORTFOLIO
COMMITTEES

Productivity SA, along with its sister entities that report to
the Department of Employment and Labour, reports to the
Portfolio Committee of Employment and Labour (PCEL).

Productivity SA attended meetings with the PCEL on the
dates listed.

Budget Vote 08 April 2021

Annual Performance Plans 05 May 2021

Brief on Annual Report 17 November 2021

Presentation to the Portfolio on 30 November 2021

Tourism

PCEL presentation on
Q1 2021/22

09 February 2022

Response on the SONA and 09 March 2022

Budget Speech

Budget Review Brief 2022/23 23 March 2023

PCEL presentation on Q2 2021/22 25 May 2022

The PCEL did not identify any risk areas but did note that
the entity operates on limited resources for the marketing,
funding and implementation of Productivity SA programmes
as well as increasing the entity’s footprint.

3 EXECUTIVE
AUTHORITY

Productivity SA presents regular reports to the Executive
Authority including the Annual Performance Plan (APP)
2021/22 and the Strategic Business Plan 2021/22.

The 1st drafts of the APP 2021/22 and Strategic Business
Plan 2021/22 were submitted on 8 December 2020 and
final drafts on 9 March 2021.

No significant issues relating to the APP and the Strategic
Plan were raised by the Department of Employment and
Labour.

4 THEACCOUNTING
AUTHORITY/BOARD

4.1 Introduction

The Board members serve as the Accounting Authority of
Productivity SA. The duties of the Board are captured in the
Productivity SA Constitution and outlined in the requirements
of the PFMA.

The Board has responsibilities and is accountable for the
public entity’s performance and strategic direction.

As the Accounting Authority of Productivity SA, the Board
meets at least four times a year.

The Board sets the vision and mission of Productivity SA and
is responsible for the overall strategic direction, performance,
and control of the entity in executing its mandate as per
the Employment Services Act (No. 4 of 2014).

4.2 The Role of the Board

The Board's role and responsibilities are to:

e Determine the strategic direction of Productivity
SA and oversee the performance of the entity in
executing its mandate.

e Formulate the general policy.

e Appoint the Chief Executive Officer (CEO) on terms
stipulated in the Constitution and subject to the
Labour Relations Act and other relevant legislations.

e Determine the remuneration terms and conditions of
the employment of the CEO and other employees.

e Approve annual budgets, business plans and financial
strategy of Productivity SA.

e Appoint committees and subcommittees as it may
deem necessary to performance of its duties.
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4.3 Composition of the Board

Board for the period: 1 December 2019-31 November 2024

TABLE 13: COMPOSITION OF THE BOARD

Name

Mthunzi
Mdwaba

Shivani
Singh

Farida Khan

Marsha
Bronkhorst

Anneline

Chetty

Welile
Nolingo

Godfrey
Selematsela

Designation

Non-executive
Chairman

Non-executive

Non-executive

Non-executive

Non-executive

Non-executive

Non-executive

Date
appointed

1 Dec 2019

1 Dec 2019

1 Dec 2019

1 Dec 2019

1 Dec 2019

1 Dec 2019

23 Sept
2020
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Date
resigned/
Term
ended

Current

Current

Resigned

9 Dec 2021

Current

Current

Current

Current

Area of
Qualifications expertise

Bachelor Business
of Arts and

Bachelor of

Laws

Master of Business
Commerce
(Economics)

Master's in Business
Business
Administration

Master of Arts = Government

PhD in Government
Geography

and

Environmental

Science

Diploma in Labour
Management

(Labour

Relations)

Diploma Labour
in General

Nursing

Science and

Advanced

Certificate in

Labour Law

Board
directorships

Productivity
SA

Productivity
SA

Productivity
SA

Productivity
SA

Productivity

SA

Productivity
SA

Productivity
SA

Other
committees
or task
teams

Board

Board/Audit
and Risk
Committee

Board/
HR&R
Committee

Board/
HR&R
Committee

Board/Audit
and Risk
Committee

Board/Audit
and Risk
Committee

Board/
HR&R
Committee

No. of

board and
subcommittee
meetings
attended

8

12

N

12



44 Committees
Committees for the period: 1 December 2019-31 November 2024

TABLE 14: BOARD COMMITTEES

No. of meetings No. of

Committee held members Name of members

Audit and Risk Committee | 5 4 Paul Slack (Appointed 1 Aug 2021)
Shivani Singh
Welile Nolingo
Anneline Chetty

Human Resources and 4 3 Marsha Bronkhorst

Remuneration Committee Farida Khan (Resigned 9 Dec 2021)

Godfrey Selematsela

45 Remuneration of board members

The Board members' rates are paid irrespective of whether meetings last the whole day or only a few hours.

e No fees will be payable should a Board member not attend a scheduled meeting or if a completed document and
signed claim form has not been received.

e These fees will also apply in cases where a Board member is asked by the Productivity SA to officiate at a meeting or
function on behalf of Productivity SA.

Members that are not remunerated include:

e Government representatives are not entitled to any fees or refunds for travel and accommodations costs.
e The rates will be reviewed annually in line with Productivity SA as guided by the National Treasury.

Other expenses. e.g., travel, reimbursed by the public entity:

e Travel and accommodation reimbursement to functions or meetings on behalf of Productivity SA, is incurred by
Productivity SA.
e Remuneration rates for the Board of the Productivity SA.

Non-executive Chairman of the Board R4 31700 per meeting
Independent Chairperson of the Audit and Risk Committee R4 31700 per meeting
Non-executive Board/alternate/coopted members R2 619.00 per meeting

TABLE 15: REMUNERATION FOR BOARD MEMBERS: 1 DECEMBER 2019-31 NOVEMBER 2024

Name Remuneration for Attendance Total
Mthunzi Mdwaba R4 317.00 R212 269.00
Farida Khan (Resigned 9 Dec 2021) R2 619.00 R21 729.00
Welile Nolingo R2 619.00 R28 809.00
Shivani Singh R2 619.00 R44 523.00
Godfrey Selematsela R2 619.00 R44 523.00
Paul Slack (Appointed 1 Aug 2021) R4 317.00 R39 932.00
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5 RISK MANAGEMENT

Due to its size and its quest for value and independence,
Productivity SA outsources risk management to its internal
auditors, Rakoma and Associates Inc.

Senior management, with the assistance of the outsourced
internal audit function, is committed to assessing, on an
ongoing basis, the major operational, business and fraud-
related risks that Productivity SA faces. Internal audit plans
are drawn up and progress is monitored against these plans
continually. A risk management workshop was facilitated
by Rakoma where senior management revisited the risks
facing Productivity SA.

The Audit and Risk Committee evaluates reports prepared
by Rakoma to identify areas where further attention by
management may be required.

6 INTERNAL CONTROL
UNIT

Internal control is evaluated in a combined effort by
management, internal audit and external audit. The findings
on internal controls by internal audit and external audit are
reported to the Audit and Risk Committee and actions to
remedy them are monitored.

For the year under review, Rakoma carried out the annual
internal audit plan as approved by the Audit and Risk
Committee which included the following internal audit work:

e Performance information review

e Human Resource Management review

e Information and Communication Technology review
e Financial Management review; and

e Supply Chain Management review.

Rakoma's findings have been reported to the Audit and Risk
Committee and communicated to management, who have
adequately addressed them.

While periodic evaluations by management and independent
reviews by internal and external auditors identified areas of
further improvement, management is satisfied that internal
controls implemented and relied on continued to provide
reasonable assurance regarding financial and performance
management and compliance with Productivity SA policies
and procures as well as legislation.
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7 INTERNAL AUDIT AND
AUDIT COMMITTEES

Rakoma, the outsourced firm responsible for Productivity
SAs internal audit function, provides an independent
appraisal function that is designed to examine and evaluate
Productivity SAs internal controls. In particular, Rakoma is
charged with the responsibility of examining and evaluating
the effectiveness of Productivity SA's operational activities,
the attendant business risks and the system of internal,
operational and financial controls.

Any major weaknesses detected are brought to the attention
of the Audit and Risk Committee, the external auditors
and members of management for their consideration and
remedial action. Rakoma meets with the external auditors
on a regular basis and discusses plans and results in respect
of the audits carried out during the year. The committee
meets periodically with management, external auditors and
internal auditors, and it also meets separately with external
and internal auditors when necessary.

The Audit and Risk Committee has a written charter approved
by the Board of Directors. The committee does not have any
operational or executive responsibilities. Its objectives are to:

e Establish a channel of communication between the
Board of Directors, management, external auditors
and internal auditors.

e Evaluate whether management creates and maintains
an effective control environment to safeguard
Productivity SAs assets, and that management
demonstrates the necessary respect for the entity's
internal control structure.

e Review the scope and outcome of audits. This review
includes an assessment of the effectiveness of the
annual statutory audit and is to ensure that sufficient
emphasis is placed on issues, which in the opinion of
the committee, management or the auditors deserve
special attention.

e Ensure that the Board of Directors makes informed
decisions and is aware of the implications of these
decisions on accounting policies, practices and
disclosure.

e Safeguard the Directors’ liability by informing the
Board of Directors about issues that impact on the
business and the status of financial reporting.



The table that follows below discloses relevant information on the Audit and Risk committee members.

TABLE 16: AUDIT AND RISK COMMITTEE FOR 1 DECEMBER 2019-31 NOVEMBER 2024

If internal,
Internal or position in the No. of meetings

Name Qualifications external public entity Date appointed Date resigned attended
Paul Slack BCom, CA(SA) External N/A 1 Aug 2021 Current 2
Shivani Singh Master of External N/A 1 Dec 2019 Current 5

Commerce

(Economics)
Welile Nolingo Diploma in External N/A 1 Dec 2019 Current 4

Management

(Labour

Relations)
Anneline Chetty | PhD in External N/A 1 Dec 2019 Current 4

Geography and
Environmental
Science

8. COMPLIANCE WITH LAWS AND REGULATIONS

Productivity SA regularly conducts an exercise to evaluate and advise it on the compliance with all relevant legislation that
it would be required to abide by.

The overarching principle of Productivity SA is that it subscribes to a code of ethics and endeavours to act with honesty,
responsibility and integrity towards its stakeholders.

9. FRAUD AND CORRUPTION

Management has developed a multipronged plan to address fraud and corruption. Firstly, the possible risks that could
prevent the entity from achieving its objectives were identified along with what could go wrong. From this exercise a fraud
and risk checklist was developed to ensure that all bases are covered.

Awareness was created via presentations to staff on a quarterly basis. Staff members are aware of the processes and
procedures to be followed, should they suspect or have evidence that fraud and corruption is taking place. A fraud hotline
was sought from DEL as Productivity SA is too small to warrant having its own dedicated hotline.

The emerging risks mentioned above are reported on a quarterly basis to the Audit and Risk Committee and monthly at the
Executive Committee meeting. The combination of management efforts, internal audit as well as external audit in creating
awareness as well as devising steps to detect and prevent fraud and corruption, is believed to be sufficient to adequately
address this potential problem.

In light of the above, management are continuously investigating allegations including, where warranted, findings that have
come to their attention.
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10. MINIMISING CONFLICT
OF INTEREST

Productivity SA management views conflict of interest in
supply chain management in a serious light. To this end,
the standard contract that Productivity SA would sign with
service providers contains a watertight clause on conflict of
interest and provides for possible prosecution should it be
found that an employee or a service provider has violated
the provisions of this clause.

Furthermore, Productivity SA strives to comply with the PFMA
on the sourcing of goods and services, which prescribes
three levels, i.e., quotations, a signed contract and open
tender, should certain limits be reached.

All employees of the entity sign a declaration of interest
when they join. It is also a standard item on the agenda of
all committee meetings that members declare their interest
to avoid conflict.

11. CODE OF CONDUCT

Productivity SA subscribes to a code of ethics and endeavours
to act with honesty, responsibility and integrity towards its
stakeholders. Should this code be breached, the Productivity SA
Constitution prescribes that the relevant breach be addressed
according to the policy that covers it.

12. HEALTH SAFETY AND
ENVIRONMENTAL
ISSUES

Although the entity was observing some health and safety
standards, in October 2012, Productivity SA engaged the
services of an expert in the establishment of occupational
health and safety (OHS) practices to formalise the process.
The aim was to ensure the compliance of Productivity SA,
its staff and contractors to the principles of OHS.

The OHS process is described in detail:

¢ Inspections by means of audits for any physical
hazards, hygiene stress factors, environmental
concerns and general liability risk issues.

e Informing all staff of their rights and responsibilities
in terms of the OHS and Compensation for
Occupational Injuries and Diseases Acts.

e Establishing an OHS Committee.

e Appointing and coaching health and safety
representatives.

e Establishing an effective evacuation plan.
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The basis of OHS in Productivity SA revolves around five
main areas, namely the premises, regulation of the facilities,
stacking and storage, fire protection and electrical machinery.
These are the main areas where audits are conducted for
the facilities. On top of that, Productivity SA is then audited
at the administrative function level, whereby compliance is
measured on reporting and appointment of representatives.

An initial audit indicated a number of low-to medium-risk
items, which were immediately addressed. Based on the
initial audit findings, the compliance rating was very low due
to the administrative structures not being implemented as yet.

This administrative process was initiated in October 2012
whereby the management structures and appointment of
key health and safety representatives began.



Mr Paul Slack
Chairperson

The Audit and Risk Committee is pleased to present its report for the financial year ended 31 March 2022.

13.1 Audit and Risk Committee members and members’ attendance

The Audit and Risk Committee consists of the members listed and should meet at least four times per annum, as per
approved terms of reference.

During the current year, five meetings were scheduled and held. The Audit and Risk Committee confirms that it has discharged
its responsibility in terms of Productivity SA's Audit and Risk Committee Charter.

TABLE 17: AUDIT AND RISK COMMITTEE FOR 1 DECEMBER 2019-31 NOVEMBER 2024

AUDIT AND RISK COMMITTEE
NAME 20/4/2021  25/5/2021  2/8/2021  15/11/2021  17/2/2022
Paul Slack* | - - | - v v
Shivani Singh v v v v v
Welile Nolingo v v A v v
Anneline Chetty v v v A v
V= Present A =Apology S = Sabbatical leave * = Appointed 1 Aug 2021

13.2 Audit and Risk Committee responsibility

The Audit and Risk Committee reports that it has complied with its responsibilities arising from section 51(1)(a)(ii) of the
PFMA and Treasury Regulations 27.1. The Audit and Risk Committee also reports that it has adopted appropriate formal
terms of reference as its Audit and Risk Committee Charter; it has regulated its affairs in compliance with this charter and
has discharged all its responsibilities as contained therein.
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13.3 The effectiveness of internal control

The Audit and Risk Committee reviewed the findings by the internal auditors. Based on the risk assessment conducted, the
findings revealed certain weaknesses, which were raised with management. We are satisfied with the additional controls
that management have implemented in addressing these internal audit findings.

Internal audit company, Rakoma Associates, was appointed in September 2018 on a three-year contract which ended in
September 2021. The Audit and Risk Committee approved an extension of their contract on a month-to-month basis until
31 March 2022, to allow them to finish the current financial year and allow new auditors to start at the beginning of the
2022/23 financial year. The following reviews were conducted:

e Performance Information review;

e Follow-up Audits;

e Fraud Management review;

e BT&R review; and

e Supply Chain Management review.

From these internal audit reports and those from the external auditor, the Audit and Risk Committee has recommended
improvements in the internal control environment. Management has committed to address these, and the Audit and Risk
Committee will continue to monitor the remedial action in the ensuing year.

13.4 In-year management and monthly/quarterly report
The public entity has submitted monthly and quarterly reports to the Executive Authority as required.

13.5 Evaluation of financial statements

We have reviewed the Audited Annual Financial Statements and we are satisfied that it conforms to the applicable and
appropriate accounting standards. The Audit and Risk Committee has:

e Reviewed and discussed the audited Annual Financial Statements to be included in the Annual Report with the
external auditor and the Accounting Authority;

e Reviewed the auditor's management report and management’s response thereto;

e Reviewed the accounting policies and practices as reported in the entity’s Annual Financial Statements;

e Reviewed the entity’'s compliance with legal and regulatory provisions;

e Reviewed the information in predetermined objectives included in the Annual Report;

e Reviewed material adjustments resulting from the audit;

e Reviewed the effectiveness and adequacy of the internal audit function and adequacy of its annual work plan;

e Reviewed the results of the work performed by internal audit and any significant investigation and management
responses thereto;

e Reviewed the external auditor’s findings and reports submitted to management; and

e Reviewed the independence and objectivity of the external auditors.

The Audit and Risk Committee recommended the audited Annual Financial Statements to the Board for approval and adoption.

13.6 Auditor’s Report

We have reviewed Productivity SA's implementation plan for audit issues raised in the prior year and we are satisfied that
the matters have been adequately resolved. The Audit and Risk Committee concurs and accepts the conclusions of the
external auditors on the Annual Financial Statements and is of the opinion that the audited Annual Financial Statements be
accepted and read together with the report of the auditors.

Yo

Mr Paul Slack
Chairperson of the Audit and Risk Committee:
29 July 2022
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1 INTRODUCTION

1.1 Overview of Human Resources
matters

During the 2021/22 financial year the Human Resources
Department implemented OHS measures to reduce and
eliminate the escalation of COVID-19 infections in the
workplace. This included the review and development of
relevant policies to enable employees to work remotely.

The Human Resources Department achieved its 2021/22
APP target by commencing 100% of planned training
interventions. The Workplace Skills Plan for 2021/22 included
financial assistance for tertiary qualifications, as well as
capacitation of service delivery employees.

The Board approved the implementation of annual salary
increases for eligible employees during December 2021,
backdated to 1 April 2021. This consisted of gap closure,
salary increases of 1.5% (cost to company) and the payment
of monthly non-pensionable cash allowances.

The Recognition and Procedural Agreement between
Productivity SA and the National Education, Health and
Allied Workers Union (NEHAWU) was signed on 11 March
2022. Negotiations commenced during April 2022 in respect
of annual salary increases for 2022/23 and are currently in
progress.

There were 14 appointments during this period, consisting of
one permanent appointment, i.e., financial business analyst
and 13 fixed-term contract appointments, i.e. monitoring
and evaluation specialist (BT&R Head Office), organisational
development specialist (BT&R Head Office), senior manager
BT&R (Region 3) and senior productivity practitioners within
Region 1, 2 and 3. Acting appointments continued to take
place within key positions to ensure business continuity
within the respective programmes and departments.

The matter relating to pensioners’ medical aid remains a
challenge for the entity as this cost was not budgeted for.
The High Court ruled that the organisation must continue
paying 100% of the medical aid costs for the applicants,
retrospectively since 1 April 2019. In order to comply with
the court order, payments amounting to approximately
R1.5 million have been processed in respect of the pensioners’
medical aid memberships effective August 2021 to March
2022.

1.2 Human Resources priorities
The following key priorities were identified for the year
under review:

e Human resource policies
e QOrganisational review and design
e Employee relations
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e Employee wellness
e Performance management
e |earning and growth.

1.3 Human Resources planning
framework and strategies

The capacitation of the Business Turnaround and Recovery
(BT&R) and CIS Programmes was one of the key areas
that the Human Resources Department focused on during
2021/22. Despite COVID-19-related restrictions, 13 fixed-term
contract positions were filled to ensure that the entity has
adequate resources to deliver on its strategic objectives.

The entity is in the process of revising Human Resources
policies in line with the remote and hybrid work model.

1.4 Employee performance
management framework

Performance contracting for 2021/22 had to be finalised by
31 May 2021, and 98% of employees submitted performance
contracts.

Performance review 1 for the period April to September
2021 had to be finalised by 31 October 2021, and 98% of
employees submitted performance review 1.

Performance review 2 for the period October 2021 to
March 2022 had to be finalised by 30 April 2022, and 81%
of employees submitted performance review 2.

15 Employee wellness programme

A new employee wellness service provider, Company
Wellness Solutions, was appointed effective May 2021.
The revised Employee Wellness Programme was launched
at the April 2021 staff meeting. The Human Resources
Department also conducted a wellness presentation
during the launch of Productivity Month in October 2021.
The session aimed to encourage employees to seek
professional counselling to deal with mental health issues,
bereavement or other challenges that they were facing.

The engagement rate for 2021/22 was 51%, compared to
32.4% the previous year. During the period under review,
the most commonly utilised services were mental health
counselling and legal counselling. Additional services,
such as fitness trends, nutrition and financial counselling
were also utilised.

1.6 Human Resources policy
development

The policy below was revised during this period and is

currently going through the internal policy approval process.

e Disciplinary Policy and Code



The Human Resources Department is also in the process of identifying other policies to be revised during 2022/23 in line
with the remote and hybrid work model.

1.7 Human Resources highlights and challenges
The Human Resources Department’s highlights and challenges over this period follow.

TABLE 18: HUMAN RESOURCES HIGHLIGHTS AND CHALLENGES

Highlights Details

Achievement of 2021/22 APP target The APP target was fully achieved (commencement of 100%
of Workplace Skills Plan for 2021/22).

Regulatory reports submitted timeously The Human Resources Department has timeously submitted
the relevant regulatory reports during this period.

Revenue generation The Human Resources Department generated revenue
amounting to approximately R0.5 million through the Itukise
Project.

Challenges Details

Resource constraints A moratorium on recruitment due to financial constraints

resulted in the organisation being unable to fill certain
vacancies. This has placed strain on the existing resources
due to the additional workload that they have been faced
with.

1.8  Future Human Resources plans and goals
The Human Resources Department’s future plans and goals are:

¢ Review Human Resources Management Policies in line with remote and hybrid work model
e Develop a Reward and Recognition Policy

e Conduct Organisational Climate Survey

e Finalise the Resource and Capability Framework.

""'--’ L
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2. HUMAN RESOURCES OVERSIGHT STATISTICS

2.1 Personnel related expenditure

TABLE 19: PERSONNEL COST BY PROGRAMME/ACTIVITY/OBJECTIVE

Personnel

expenditure Average

Total asa % personnel

expenditure Personnel of total Number of cost per

for the entity expenditure expenditure employees employee

Programme/ activity/ objective R’000 R’000 R’000 R’000 R’000
Productivity SA 83 058 65 243 79% 83 786
Business Turnaround and Recovery 15777 9263 59% 10 926
Competitiveness Improvement Services 3101 1626 52% 4 407
Total 101 936 76 132 75% 97 785

Note: The above includes permanent and fixed-term contract employees as at 31 March 2022, including employees who

terminated during the financial year.

TABLE 20: PERSONNEL COST BY SALARY BAND

% of
Personnel
expenditure Average
to total personnel
Personnel personnel Number of cost per
expenditure cost employees employee
Level R’000 R’000 R’000 R’000
Top management 10514 14% 7 1502
Senior management 19 997 26% 19 1052
Professionally qualified 34 480 45% 44 784
Skilled 10 278 14% 23 447
Semi-skilled 863 1% 4 216
Unskilled 0 0% 0
Total 76 132 100% 97 785

Note: The above includes permanent and fixed-term contract employees as at 31 March 2022 including employees who
terminated during the financial year. The amount reflected in the above table excludes Leave Provisions.
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TABLE 21: PERFORMANCE REWARDS

% of

performance

rewards

to total

Personnel personnel

expenditure cost

Performance

Level rewards R’000 R’000
Top management 0 0 0
Senior management 0 0 0
Professionally qualified 0 0 0
Skilled 0 0 0
Semi-skilled 0 0 0
Unskilled 0 0 0
Total 0 0 0

2.2 Training and development

The purpose of the Training and Development Plan is to have competent and skilled employees that will support and
implement organisational strategy, the mandate in terms of the Employment Services Act (No. 4 of 2014) and the revised
business model. This section highlights the efforts displayed by the organisation regarding skills development and uplifting
employees through the organisation’s financial assistance and training programmes.

211 Training initiatives

The training expenditure for 2021/22 was R0.497 million against the budget of R0.606 million. All training interventions
were conducted virtually due to COVID-19 precautionary measures. This resulted in cost savings in terms of travel,
accommodations, and catering expense.

Below is a tabular illustration of employees who attended training interventions.

TABLE 22: EMPLOYEES ATTENDING TRAINING

African Coloured Indian White
Total Total Grand

Level M F M F M F M F Male Female Total
Top
management 2 1 0 0 0 0 1 1 3 2 5
Senior
management 4 3 0 1 1 1 0 0 5 5 10
Professionally
qualified 14 13 0 0 1 0 0 0 15 13 28
Skilled 3 10 0 1 0 3 0 0 14 17
Semi-skilled 0 0 0 0 0 0 0
Unskilled 0 0 0 0 0 0 0
Total 23 27 0 2 2 4 1 1 26 34 60
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TABLE 23: TRAINING COSTS

Training

expenditure Average

Personnel Training as a % of Number of training

expenditure expenditure personnel employees cost per

Programme/ activity/ objective R’000 R’000 Cost trained employee
Productivity SA 65 243 420 0.6% 42 10 000
Business Turnaround and Recovery 9263 10 0.1% 1 909
Competitiveness Improvement Services 1626 67 4.1% 7 9571
Total 76 132 497 0.7% 60 8283

21.2 Financial assistance

Productivity SA offers financial assistance towards the costs of tertiary-level studies to assist employees to obtain formal
qualifications that are in line with organisational objectives. This will ensure that employees are equipped to achieve the
organisational mandate as espoused in the business model and the Employment Services Act (No 4 of 2014). After the
employees have acquired the qualification, they are required to demonstrate a return on investment by fulfilling a service
obligation agreement with the organisation.

Financial assistance was given to 16 employees towards costs for the academic qualifications listed below:

PhD: Economics 1 employee
Master of Business Administration 3 employees
Master of Accounting 1 employee
Postgraduate Diploma: Human Resource Management 1 employee
BCom Honours: Industrial and Organisational Psychology 1 employee
Bachelor of Arts Honours: Integrated Organisational Communication 1 employee
BCom: Business Management 1 employee
BCom: Marketing Management 1 employee
BCom: Industrial and Organisational Psychology 2 employees
BCom: Human Resource Management (non-degree purpose module) 1 employee
Assessment of Professional Competence Programme 2 employees
Certified Business Rescue Analyst Programme 1 employee
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2.3 Employment and vacancies

TABLE 24: EMPLOYMENT AND VACANCIES BY PROGRAMME/ACTIVITY/OBJECTIVE (PERMANENT AND FIXED TERM CONTRACT)

2020/21 2021/22
number of 2021/22 Number of
employees approved Employees 2021/22 % of
Programme/ activity/ objective April 2021 posts March 2022 vacancies vacancies
Productivity SA 78 106 83 6 5.7%
Business Turnaround and Recovery 12 10 1.9%
Competitiveness Improvement Services 5 4 1 0.9%
Total 89 123 97 9 8.5%
TABLE 25: EMPLOYMENT AND VACANCIES BY SALARY BAND (PERMANENT AND FIXED TERM CONTRACT)
2020/21 2021/22
number of 2021/22 number of
employees approved employees 2021/22 % of
Programme/ activity/ objective April 2021 posts March 2022 vacancies vacancies
Top management 7 7 7 0 0%
Senior management 17 21 19 1.9%
Professional qualified 38 53 44 9 8.4%
Skilled 23 21 23 -2 -1.9%
Semi-skilled 4 4 0%
Unskilled 0 0%
Total 89 106 97 8.5%

2.4 Employment changes

TABLE 26: EMPLOYMENT CHANGES BY SALARY BAND (PERMANENT AND FIXED-TERM CONTRACT EMPLOYEES)

Employment at
beginning of period

Employment at end of

Level April 2021 appointments terminations  the period March 2022
Top management 7 0 0 7
Senior management 17 4 2 19
Professional qualified 38 9 3 44
Skilled 23 1 1 23
Semi-skilled 4 0 0 4
Unskilled 0

Total 89 14 6 97
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TABLE 27: REASONS FOR STAFF LEAVING

Reason Number % of total Number of staff leaving

Death 0 0%
Resignation 4 4.1%
Dismissal 0 0%
Retirement 1 1%
[l health 0 0%
Expiry of contract 1 1%
Mutual termination agreement 0 0%
Total 6 6.1%

The labour turnover (permanent and fixed-term contract) represents 6.1% of the overall workforce against the target of
5%. The table reflects both permanent and temporary terminations.

TABLE 28: LABOUR RELATIONS: MISCONDUCT AND DISCIPLINARY ACTION

Nature of disciplinary action Number

Verbal warning
Written warning
Final written warning
Dismissal

Total

|0 O O O
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The table below reflects the current workforce profile including permanent and fixed-term contract employees appointed

Equity target and employment equity status

in staff establishment vacancies as at 31 March 2022. The equity targets are for the period ending 31 March 2022.

TABLE 30: MALE STAFF BY SALARY BAND

African Coloured Indian White
Level Current Target Current Target Current Target Current Target
Top management 3 3 0 1 0 1 1 1
Senior management 10 0 1 1 1 0 1
Professional qualified 14 18 3 2 2 1 2 3
Skilled 7 8 1 1 0 1 0 1
Semi-skilled 1 1 0 1 0 1 0 1
Unskilled 0 0 0 0 0
Total 34 40 4 6 3 5 3 7

TABLE 31: FEMALE STAFF BY SALARY BAND

African Coloured Indian White
Level Current Target Current Target Current Target Current Target
Top management 1 1 0 1 1 1 1 1
Senior management 6 7 1 1 1 1 1 1
Professional qualified 16 16 1 1 2 1 4 3
Skilled 10 1 1 3 2 1 1
Semi-skilled 1 1 0 0 0 1
Unskilled 0 0 0 0 0
Total 35 34 4 5 7 5 7 7

TABLE 32: DISABLED STAFF BY SALARY BAND
Male Female
Current Target Current Target

Top management 0 0 0
Senior management 0 0 0 0
Professional qualified 0 0 0 1
Skilled 0 0 0 0
Semi-skilled 0 0 0 0
Unskilled 0 0 0 0
Total 0 0 0 1
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The reports and statements set out below comprise the Annual Financial Statements presented to the Parliament:

Page
Independent Auditor's Report to Parliament on Productivity SA b4
Statement of Financial Position 58
Statement of Financial Performance 59
Statement of Changes in Net Assets 60
Cash Flow Statement 60
Statement of Comparison of Budget and Actual Amounts 61
Accounting Policies 62
Notes to the Annual Financial Statements 68

The Annual Financial Statements set out on page 58 — 82, which have been prepared on the going concern basis, were

approved by the Board on 29 July 2022 and were signed on its behalf by:

—mn—
Mothunye Mothiba
Chief Executive Officer
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Independent Auditor’s Report to Parliament on

Productivity SA

Report on the audit of the financial

statements

Opinion

1. We have audited the statements of Productivity
SA set out on pages 58 — 82, which comprise the
Statement of Financial Position as at 31 March 2022,
the Statement of Financial Performance, Statement
of Changes Assets, Cash Flow Statement and the
Statement Of Comparison of Budget and Actual
Amounts for the year then ended, as well as notes
to the financial statements, including a summary of
significant accounting policies.

2. In our opinion, the financial statements present
fairly, in all material respects, the financial position of
Productivity SA as at 31 March 2022, and its financial
performance and cash flows for the year then
ended in accordance with Standards of Generally
Recognised Accounting Standards (GRAP) and the
requirements of the Public Finance Management Act
of South Africa, 1999 (Act No. 1 of 1999) (PFMA).

Basis for Opinion

3. We conducted our audit in accordance with the
International Standards on Auditing (ISAs). Our
responsibilities under those standards are further
described in the auditor's responsibilities for the audit
of the financial statements section of this auditor’s
report.

4. We are independent of the entity in accordance
with the Independent Regulatory Board for Auditors’
Code of Professional Conduct for Registered
Auditors (IRBA Code) and other independence
requirements applicable to performing audits of
financial statements in South Africa. \We have fulfilled
our other ethical responsibilities in accordance with
the IRBA Code and in accordance with other ethical
requirements applicable to performing audits in
South Africa. The IRBA Code is consistent with the
corresponding sections of the International Ethics
Standards Board for Accountants’ International Code
of Ethics for Professional Accountants (including
International Independence Standards).

5. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
opinion.

Responsibilities of Accounting Authority for the
financial statements

6. The Accounting Authority is responsible for
the preparation and fair presentation of the
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financial statements in accordance GRAP and the
requirements of the PFMA and for such internal
control as the Accounting Authority determines is
necessary to enable the preparation of financial
statements that are free from material misstatement,
whether due to fraud or error.

7. In preparing the financial statements, the Accounting
Authority is responsible for assessing the entity’s
ability to continue as a going concern, disclosing,
as applicable, matters relating to going concern and
using the going concern basis of accounting unless
the Accounting Authority either intends to liquidate
the entity or to cease operations, or has no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the financial
statements

8. Our objectives are to obtain reasonable assurance
about whether the financial statements as a whole
are free from material misstatement, whether due
to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that
an audit conducted in accordance with the ISAs will
always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate,
they could reasonably be expected to influence the
economic decisions of users taken on the basis of
these financial statements.

9. A further description of our responsibilities for the
audit of the financial statements is included in the
annexure to this auditor's report.

Report on the audit of the annual
performance report

Introduction and scope

10. In accordance with the Public Audit Act 25 of
2004 (PAA) and the general notice issued in terms
thereof, we have a responsibility to report on the
usefulness and reliability of the reported performance
information against predetermined objectives
for selected programme presented in the annual
performance report. We performed procedures to
identify material findings but not to gather evidence
to express assurance.

11. Our procedures address the usefulness and
reliability of the reported performance information,
which must be based on the entity's approved
performance planning documents. We have not



Programmes

Programme 3: Business

evaluated the completeness and appropriateness of
the performance indicators included in the planning
documents. Our procedures do not examine
whether the actions taken by the entity enabled
service delivery. Our procedures do not extend to
any disclosures or assertions relating to the extent
of achievements in the current year or planned
performance strategies and information in respect
of future periods that may be included as part of the
reported performance information. Accordingly, our
findings do not extend to these matters.

. We evaluated the usefulness and reliability of the

reported performance information in accordance
with the criteria developed from the performance
management and reporting framework, as defined
in the general notice, for the following selected
programmes presented in the entity’s annual
performance report for the year ended 31 March
2022:

Pages in the annual
performance report

29-30

Turnaround and Recovery
Processes

13.

We performed procedures to determine whether

the reported performance information was properly
presented and whether performance was consistent
with the approved performance planning documents.
We performed further procedures to determine
whether the indicators and related targets were
measurable and relevant, and assessed the reliability
of the reported performance information to determine
whether it was valid, accurate and complete.

. We did not identify any material findings on the

usefulness and reliability of the reported performance
information for this programme.

Other matter

15.

We draw attention to the matter below.

Achievement of planned targets

16.

Refer to the annual performance report on pages 23
to 32 for information on the achievement of planned
targets for the year and management's explanations
provided for the under/ over achievement of targets.

Report on the audit of compliance with
legislation

Introduction and scope

17

In accordance with the PAA and the general notice
issued in terms thereof, we have a responsibility to

18.

report material findings on the entity’s compliance
with specific matters in key legislation. We performed
procedures to identify findings but not to gather
evidence to express assurance.

The material findings on compliance with specific
matters in key legislation are as follows:

Annual Financial Statements

19.

The financial statements submitted for auditing were
not prepared in accordance with the prescribed
financial reporting framework, as required by Section
55(1)(b) of the PFMA. Material misstatements of
receivables from payables from exchange transaction
identified by the auditors in the submitted financial
statement were corrected, resulting in the financial
statements receiving an unqualified audit opinion.

Procurement and Contract Management

20.

21.

Some of the contracts were awarded to bidders who
did not submit a declaration on whether they are
employed by the state or connected to any person
employed by the state, which is prescribed in order to
comply with Treasury Regulation 16A8.3.

Some of the goods and services were procured
without obtaining at least three written price
quotations and deviations were approved by the
accounting officer but it was practical to invite
suppliers for quotations, as required by Treasury
Regulation 16A6.1, paragraph 3.3.1 of Practice Note
8 of 2007/08 and paragraph 3.2.1 of SCM instruction
note 2 of 2021/22.

Consequence Management

22.

We were unable to obtain sufficient appropriate audit
evidence that disciplinary steps were taken against
officials who had incurred irregular expenditure as
required by section 51(1)(e)(iii) of the PFMA. This
was because investigations into irregular expenditure
were not performed.

Expenditure Management

23.

24.

Effective and appropriate steps were not taken to
prevent irregular expenditure amounting to

R1 894 374 disclosed in note 25 to the Annual
Financial Statements, as required by Section 51(1)
(b)(ii) of the PFMA. The majority of the irregular
expenditure incurred was caused by non-compliance
with laws and regulations governing procurement and
contract management.

Effective steps were not taken to prevent fruitless
and wasteful expenditure amounting to R47 760,

as disclosed in note 24 to the Annual Financial
Statements, as required by Section 51(1)(b)(ii) of

the PFMA. The amount of the fruitless and wasteful
expenditure was due to expenses incurred in vain and
were deemed not to be economical to the entity.
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Other information

25. The Accounting Authority is responsible for the other
information. The other information comprises the
information included in the annual report, the other
information does not include the financial statements,
the auditor’s report and those selected presented
in the annual performance report that have been
specifically reported in this auditor’s report.

26. Our opinion on the financial statements and my
findings on the reported performance information and
compliance with legislation do not cover the other
information and we do not express an audit opinion or
any form of assurance conclusion on it.

27 In connection with our audit, our responsibility
is to read the other information and, in doing so,
consider whether the other information is materially
inconsistent with the financial statements and
the selected programmes presented in the annual
performance report, or our knowledge obtained
in the audit, or otherwise appears to be materially
misstated.

28. We did not receive the other information prior to the
date of this auditor's report. When we do receive
and read this information, if we conclude that there
is a material misstatement therein, we are required
to communicate the matter to those charged with
governance and request that the other information be
corrected. If the other information is not corrected,
we may have to retract this auditor’s report and re-
issue an amended report as appropriate. However, if
it is corrected this will not be necessary.
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Internal control deficiencies

29. We considered internal control relevant to our audit
of the financial statements, reported performance
information and compliance with applicable
legislation; however, our objective was not to
express any form of assurance on it. The matters
reported below are limited to the significant internal
control deficiencies that resulted in the findings on
compliance with legislation included in this report.

30. Management did not implement effective controls
to ensure accurate financial reporting which resulted
in material adjustments made to the financial
statements.

31. Management did not monitor compliance with
applicable legislation adequately resulting in the lack
of adequate procurement and contract management
processes

Auditor tenure

32.1n terms of the IRBA rule published in Government
Gazette number 39475 dated 4 December 2015, we
report that Nexia SAB&T has been the auditor of
Productivity SA for 9 years.

Nexia SAB&T

C Chigora

Director
Registered Auditor
31 July 2022



ANNEXURE - AUDITOR’S RESPONSIBILITY FOR

THE AUDIT

As part of an audit in accordance with the ISAs,

we exercise professional judgement and maintain
professional scepticism throughout our audit of the
financial statements, and the procedures performed
on the reported performance information for selected
programme and on the entity's compliance with
respect to the selected subject matters.

Financial statements

In addition to our responsibility for the audit of the
financial statements as described in this auditor's
report, we also:

e identify and assess the risks of material
misstatement of the financial statements whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from
fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of
internal control

e obtain an understanding of internal control
relevant to the audit in order to design
audit procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the
entity’s internal control

e evaluate the appropriateness of accounting
policies used and the reasonableness of
accounting estimates and related disclosures
made by the Accounting Authority

e conclude on the appropriateness of the
Accounting Authority’s use of the going concern
basis of accounting in the preparation of the
financial statements. We also conclude, based

on the audit evidence obtained, whether a
material uncertainty exists relating to events or
conditions that may cast significant doubt on
the ability of the Productivity SA to continue as
a going concern. If we conclude that a material
uncertainty exists, we are required to draw
attention in our auditor’s report to the related
disclosures in the financial statements about
the material uncertainty or, if such disclosures
are inadequate, to modify our opinion on the
financial statements. Our conclusions are based
on the information available to us at the date of
this auditor’s report. However, future events or
conditions may cause an entity to cease operating
as a going concern

e evaluate the overall presentation, structure and
content of the financial statements, including
the disclosures, and determine whether the
financial statements represent the underlying
transactions and events in a manner that achieves
fair presentation

Communication with those charged
with governance

3.

4.

We communicate with the Accounting Authority
regarding, among other matters, the planned scope
and timing of the audit and significant audit findings,
including any significant deficiencies in internal
control that we identify during our audit.

We also provide the Accounting Authority with a
statement that we have complied with relevant
ethical requirements regarding independence, and to
communicate with them all relationships and other
matters that may reasonably be thought to have a
bearing on our independence and, where applicable,
actions taken to eliminate threats or safeguards
applied.
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Statement of Financial Position

as at 31 March 2022

Figures in Rand

Assets

Current assets

Inventories

Receivables from exchange transactions

Cash and cash equivalents

Non-current assets
Property, plant and equipment
Intangible assets

Other receivables — deposit

Total assets

Liabilities

Current liabilities

Payables from exchange transactions
Unspent conditional grants and receipts
Provisions

Operating lease liability

Total liabilities

Net assets

Accumulated surplus
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Note(s)

oW

10
1
26

12

2022 2021

205 324 211 038
2183 984 1795 863
44 827 105 34 871 755
47 216 413 36 878 656
6613 664 5 466 509
389 169 762 592
894 987 894 987

7 897 820 7 124 088
55 114 233 44 002 744
4 396 834 10 091 984
34 300 982 21511282
765 628 727 548
515 198 287 400

39 978 642 32618 214
15 135 591 11 384 530
15 135 591 11 384 530




Statement of Financial Performance
for the year ended 31 March 2022

Figures in Rand

Revenue

Revenue from exchange transactions
Rendering of services

Other income

Interest received

Total revenue from exchange transactions
Revenue from non-exchange transactions
Transfer revenue

Transfers received

Donations

Total revenue from non-exchange transactions

Total revenue

Expenditure
Depreciation and amortisation
Employee related costs
Finance costs

Lease rentals on operating lease
Debt impairment

Bad debts written off

Project implementation costs
Legal fees

Loss on disposal of assets
Operating expenses

Total expenditure

Surplus for the year

Note(s)

13

14

6&7
15

16

17

2022 2021
4534177 2914 486
3507 494 25669 528

452 749 689 477

8 494 420 29 273 491
95 766 034 79871418
248 667 -

96 014 701 79 871418
104 509 121 109 144 909
(1 113 653) (1 852 664)
(74911 087) (62 744 766)
(1682) (963)
(5901 512) (5398 278)
(27 203) -

(84 046) -
(5301 721) (64 511)
(32 988) (1829 216)

(77 465) (8 580)

(13 306 703) (12171 774)
(100 758 060) (84 070 752)
3751061 25 074 157
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Statement of Changes in Net Assets
for the year ended 31 March 2022

Figures in Rand

Balance at 1 April 2020

Surplus for the year

Balance at 1 April 2021

Surplus for the year

Balance at 31 March 2022

Cash Flow Statement
for the year end 31 March 2022

Figures in Rand Note(s)

Cash flows from operating activities
Receipts

Rendering of services

Transfers received

Interest income

Donations

Payments
Employee related costs
Suppliers of goods and services

Finance costs

Net cash flows from operating activities 18

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment

Net cash flows from investing activities

Cash flows from financing activities
Finance lease payments

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year 5

productivity sa | ANNUAL REPORT 2021/22

Accumulated
(deficit)/surplus

(13 689 627)

25074 157

11 384 530

3751 061

15 135 591

2022 2021

7 653 550 29 087 622
95 766 034 79871419
452 749 689 477
248 667 -
104 121 000 109 648 418
(74911 087) (62 744 764)
(17 288 031) (27 519 053)
(1682) (963)
(92 200 800) (90 264 780)
11 920 200 19 383 638
(1970 220) (5 354 288)
5370 9 261
(1 964 850) (5 345 027)
- (80 980)

9 955 350 13 957 631
34 871 755 20 914 124
44 827 105 34 871755




Statement of Comparison of Budget and Actual Amounts

for the year end 31 March 2022

Figures in Rand

Statement
of Financial
Performance
Revenue

Revenue from exchange
transactions

Interest received

Other income

Rendering of services

Total revenue from exchange
transactions

Revenue from non-exchange
transactions

Transfer revenue

Donor funding

Transfers received

Total revenue from non-
exchange transactions

Total revenue

Expenditure

Bad debts written off

Debt Impairment
Depreciation and amortisation
Employee related costs

Finance costs

Lease rentals on operating lease

Legal services

Project implementation costs
Operating expenses

Total expenditure

Operating surplus

Loss on disposal of assets and
liabilities

Surplus for the year

Actual amount on comparable

basis as presented in the

Budget and actual comparative

statement

Difference
Actual between
amounts on | final
Approved comparable | budget and
budget Adjustments | Final budget | basis actual Reference
681 000 - 681 000 452 749 (228 251) 221
- - - 3507 494 3507 494 22.2
14 519 000 (4 945 000) 9574 000 4534177 (5 039 823) 22.3
15200 000 (4 945 000) 10 255 000 8494 420 (1 760 580)
1550 000 - 1550 000 248 667 (1301 333) 22.4
181 548 000 - 181548 000 95 766 034 (85 781 966) 22.5
183 098 000 - 183098 000 96 014701 (87 083 299)
198 298 000 (4945000) 193353000 104509 121 (88 843 879)
- - - (84 046) (84 046)
- - - (27 203) (27 203)
(1241 000) - (1241 000) (1 113 653) 127 347 22.6
(88 822 000) 16 047 000 (72 775 000) (74911 087) (2 136 087) 22.7
(75 000) - (75 000) (1 682) 73 318
(8 935 000) 1744 000 (7 191 000) (5901 512) 1289 488 22.8
(331 000) - (331 000) (32 988) 298 012 22.9
(85 032 000) - (85032 000) (5301 721) 79 730 279 22.10
(13 862 000) 12 846 000) (26 708 000) (13 306 703) 13 401 297 22.1
(198 298 000) 4945000 (193 353 000) (100 680 595) 92 672 405
- - - 3 828 526 3 828 526
- - - (77 465) (77 465)
- - - 3751061 3751061
- - - 3751061 3751061
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ACCOUNTING POLICIES

1. Presentation of Annual Financial
Statements

The Annual Financial Statements have been prepared in
accordance with the Standards of Generally Recognised
Accounting Practice (GRAP), issued by the Accounting
Standards Board in accordance with Section 91(1) of the
Public Finance Management Act (No. 1 of 1999).

These Annual Financial Statements have been prepared on
an accrual basis of accounting and are in accordance with
historical cost convention as the basis of measurement.

Assets, liabilities, revenues and expenses were not offset,
except where offsetting is either required or permitted by
a Standard of GRAP.

A summary of the significant accounting policies, which
have been consistently applied in the preparation of these
Annual Financial Statements, are disclosed below.

These accounting policies are consistent with the previous
period.

11 Presentation currency

These Annual Financial Statements are presented in South
African Rand, which is the functional currency of the entity.

1.2 Significant judgements and sources of
estimation uncertainty

In preparing the Annual Financial Statements, management
is required to make estimates and assumptions that affect
the amounts represented in the Annual Financial Statements
and related disclosures. Use of available information and
the application of judgement is inherent in the formation of
estimates. Actual results in the future could differ from these
estimates which may be material to the Annual Financial
Statements. Significant judgements include:

Provisions

Provisions were raised and management determined an
estimate based on the information available. Additional
disclosure of these estimates of provisions are included
in note 11.

Allowance for doubtful debts

An impairment loss on receivables is recognised in surplus
and deficit when there is objective evidence that it is
impaired. The impairment is measured as the difference
between the receivables carrying amount and the present
value of estimated future cash flows discounted at the
effective interest rate, computed at initial recognition.
Management considers all external receivables exceeding
90 days to be impaired.
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Assessment of useful lives

The residual value and useful life of an asset are regarded
as accounting estimates and intrinsically have an element of
uncertainty associated with them. As such, they are based
on information available at the time that they are estimated.

It is therefore expected that these estimates will differ at
various stages of an asset's life depending on the economic
climate and management'’s intentions. Useful lives and residual
amounts are reviewed and assessed at each reporting date.

Such review and assessment takes into consideration
the nature of the assets, their intended use and technical
obsolescence. The residual value and useful life of an asset
is reviewed and revised if necessary at each reporting date.

13 Going concern assumption

These Annual Financial Statements have been prepared
based on the expectation that the entity will continue to
operate as a going concern in the foreseeable future.

1.4 Inventories

The cost of inventories comprises all costs of purchase,
costs of conversion and other costs incurred in bringing the
inventories to their present location and condition.

The cost of inventories is assigned using the weighted
average cost formula. The same cost formula is used for all
inventories having a similar nature and use to the entity. The
entity’s inventories consist only of consumables.

1.5 Leases

Alease is classified as a finance lease if it transfers substantially
all the risks and rewards incidental to ownership. A lease
is classified as an operating lease if it does not transfer
substantially all the risks and rewards incidental to ownership.

Operating leases — lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term. The difference
between the amounts recognised as an expense and the
contractual payments are recognised as an operating lease
liability.

1.6 Property, plant and equipment

The cost of an item of property, plant and equipment is
recognised as an asset when:

e tis probable that future economic benefits or service
potential associated with the item will flow to the
entity; and

e the cost of the item can be measured reliably.



Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment is the
purchase price and other costs attributable to bring the asset
to the location and condition necessary for it to be capable
of operating in the manner intended by management.

Where an asset is acquired through a non-exchange
transaction, its cost is its fair value as at date of acquisition.

Recognition of costs in the carrying amount of an item of
property, plant and equipment ceases when the item is in
the location and condition necessary for it to be capable of
operating in the manner intended by management.

Property, plant and equipment are depreciated on the
straight-line basis over their expected useful lives to their
estimated residual value.

Property, plant and equipment is carried at cost less
accumulated depreciation and any impairment losses.

The useful lines of property, plant and equipment have been
assessed as follows:

Item Useful life
Library 3-5 years
Furniture and fixtures 6-10 years
Motor vehicles 5-8 years
Computer equipment 3-5 years
Finance lease assets 3-5 years

Each part of an item of property, plant and equipment with
a cost that is significant in relation to the total cost of the
item is depreciated separately.

The depreciation charge for each period is recognised in
surplus or deficit.

Items of property, plant and equipment are derecognised
when the asset is disposed of or when there are no further
economic benefits or service potential expected from the
use of the asset.

The gain or loss arising from the derecognition of an item
of property, plant and equipment is included in surplus or
deficit when the item is derecognised. The gain or loss
arising from the derecognition of an item of property, plant
and equipment is determined as the difference between
the net disposal proceeds, if any, and the carrying amount
of the item.

1.7 Intangible assets
An intangible asset is recognised when:

e itis probable that the expected future economic
benefits or service potential that are attributable to
the asset will flow to the entity; and

e the cost or fair value of the asset can be measured
reliably.

Intangible assets are carried at cost less any accumulated
amortisation and any impairment losses.

The amortisation period and the amortisation method for
intangible assets are reviewed at each reporting date.

Amortisation is provided to write down the intangible assets
on a straight-line basis, to their residual values as follows:

Item Useful life

Computer software 2-3 years

Intangible assets are derecognised:

e on disposal; or
e when no future economic benefits or service
potential are expected from its use or disposal.

The gain or loss arising from the derecognition of intangible
assets is included in surplus or deficit when the asset is
derecognised.

1.8 Financial instruments

A financial instrument is any contract that gives rise to
a financial asset of one entity and a financial liability or a
residual interest of another entity.

A financial asset is past due when a counterparty has failed
to make a payment when contractually due.
Classification

The entity has the following types of financial assets (classes
and category) as reflected on the face of the Statement of
Financial Position or in the notes thereto:

Class Category

Financial asset measured at
amortised cost

Cash and cash equivalents

Financial asset measured at
amortised cost

Receivables from exchange
transactions

The entity has the following types of financial liabilities (classes
and category) as reflected on the face of the Statement of
Financial Position or in the notes thereto:

Class Category

Payables from exchange
transactions

Financial liability measured at
amortised cost

Initial recognition

The entity recognises financial assets using trade date
accounting.

Initial measurement of financial assets and financial
liabilities

The entity measures a financial asset and financial liability

initially at its fair value plus transaction costs that are directly
attributable to the acquisition.
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Subsequent measurement of financial assets and
financial liabilities

All financial assets measured at amortised cost, or cost,
are subject to an impairment review.

If an entity determines that no objective evidence of
impairment exists for an individually assessed receivable,
whether significant or not, it includes the receivable in a
group of receivables with similar credit risk characteristics
and collectively assesses them for impairment.

Derecognition
Financial assets

On derecognition of a financial asset in its entirety, the
difference between the carrying amount and the sum of the
consideration received is recognised in surplus or deficit.

The entity derecognises a financial asset only when:

e the contractual rights to the cash flows from the
financial asset expire, are settled or waived,

e the entity transfers to another party substantially all
of the risks and rewards of ownership of the financial
asset; or

e the entity, despite having retained some significant
risks and rewards of ownership of the financial asset,
has transferred control of the asset to another party
and the other party has the practical ability to sell the
asset in its entirety to an unrelated third party, and is
able to exercise that ability unilaterally and without
needing to impose additional restrictions on the
transfer. In this case, the entity:

* derecognises the asset; and
* recognises separately any rights and obligations
created or retained in the transfer.

Financial liabilities

The entity removes a financial liability (or a part of a financial
liability) from its Statement of Financial Position when it
is extinguished, i.e. when the obligation specified in the
contract is discharged, cancelled, expires or waived.

The difference between the carrying amount of a financial
liability (or part of a financial liability) extinguished or
transferred to another party and the consideration paid,
including any non-cash assets transferred or liabilities
assumed, is recognised in surplus or deficit. Any liabilities
that are waived, forgiven or assumed by another entity by
way of a non-exchange transaction are accounted for in
accordance with the Standard of GRAP on Revenue from
Non-exchange Transactions (Taxes and Transfers)

Presentation

Interest relating to a financial instrument or a component
that is a financial liability is recognised as revenue or an
expense in surplus or deficit.
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Losses and gains relating to a financial instrument or a
component that is a financial liability is recognised as revenue
or an expense in surplus or deficit

A financial asset and a financial liability are only offset and
the net amount presented in the Statement of Financial
Position when the entity currently has a legally enforceable
right to set off the recognised amounts and intends either
to settle on a net basis, or to realise the asset and settle
the liability simultaneously.

1.9 Employee benefits

Employee benefits are all forms of consideration given by
an entity in exchange for service rendered by employees.

Other long-term employee benefits are employee benefits
(other than post-employment benefits and termination
benefits) that are not due to be settled within 12 months
after the end of the period in which the employees render
the related service.

Short-term employee benefits

Short-term employee benefits are employee benefits (other
than termination benefits) that are due to be settled within
12 months after the end of the period in which the employees
render the related service.

Short-term employee benefits include items such as:

e wages, salaries and social security contributions;

e short-term compensated absences (such as
paid annual leave and paid sick leave) where the
compensation for the absences is due to be settled
within 12 months after the end of the reporting period
in which the employees render the related employee
service;

e bonus, incentive and performance related payments
payable within 12 months after the end of the
reporting period in which the employees render the
related service; and

e non-monetary benefits (for example, medical care,
and free or subsidised goods or services such as
housing, cars and cell phones) for current employees.

The expected cost of compensated absences is recognised
as an expense as the employees render services that
increase their entitlement or, in the case of non-accumulating
absences, when the absence occurs. The entity measures
the expected cost of accumulating compensated absences
as the additional amount that the entity expects to pay as
a result of the unused entitlement that has accumulated
at the reporting date.

The entity recognises the expected cost of bonus, incentive and
performance related payments when the entity has a present
legal or constructive obligation to make such payments as a
result of past events and a reliable estimate of the obligation
can be made. A present obligation exists when the entity has
no realistic alternative but to make the payments.



Post-employment benefits

The entity provides post-retirement healthcare benefits
upon retirement to some retirees.

1.10 Provisions and contingencies
Provisions are recognised when:

e the entity has a present obligation as a result of a
past event;

e itis probable that an outflow of resources embodying
economic benefits or service potential will be
required to settle the obligation; and

e areliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the
expenditure expected to be required to settle the present
obligation at the reporting date.

Provisions are reviewed at each reporting date and adjusted
to reflect the current best estimate. Provisions are reversed
if it is no longer probable that an outflow of resources
embodying economic benefits or service potential will be
required, to settle the obligation.

A provision is used only for expenditures for which the
provision was originally recognised. Provisions are not
recognised for future operating surplus/(deficit).

If an entity has a contract that is onerous, the present
obligation (net of recoveries) under the contract is recognised
and measured as a provision.

Contingent assets and contingent liabilities are not recognised.
Contingencies are disclosed in note 27

1.11 Commitments

ltems are classified as commitments when an entity has
committed itself to future transactions that will normally
result in the outflow of cash.

Disclosures are made in respect of unrecognised contractual
commitments which include future capital commitments as
well as future commitments relating to operating leases.
Commitments are disclosed in note 26.

112 Revenue from exchange transactions

Revenue from exchange transactions relates to revenue
earned through consulting services rendered to companies
in line with the entity’s mandate.

Measurement
Revenue is measured at the fair value of the consideration
received or receivable.

Rendering of services

When the outcome of a transaction involving the rendering
of services can be estimated reliably, revenue associated
with the transaction is recognised by reference to the stage
of completion of the transaction at the reporting date. The

outcome of a transaction can be estimated reliably when
all the following conditions are satisfied:

e the amount of revenue can be measured reliably;

e tis probable that the economic benefits or service
potential associated with the transaction will flow to
the entity;

e the stage of completion of the transaction at the
reporting date can be measured reliably; and

e the costs incurred for the transaction and the costs to
complete the transaction can be measured reliably.

When services are performed by an indeterminate number
of acts over a specified time frame, revenue is recognised
on a straight-line basis over the specified time frame unless
there is evidence that some other method better represents
the stage of completion. When a specific act is much more
significant than any other acts, the recognition of revenue
is postponed until the significant act is executed.

Service revenue is recognised by reference to the stage of
completion of the transaction at the reporting date. Stage
of completion is determined by services performed to date
as a percentage of total services to be performed.

Interest

Revenue arising from the use by others of entity assets
yielding interest is recognised when:

e itis probable that the economic benefits or service
potential associated with the transaction will flow to
the entity, and

e the amount of the revenue can be measured reliably.

Interest is recognised using the effective interest rate method.

113 Revenue from non-exchange transactions

Revenue from non-exchange transactions takes the form
of grants from the Department of Employment and Labour,
Unemployment Insurance Fund and Department of Trade,
Industry and Competition.

Recognition

An inflow of resources from a non-exchange transaction
recognised as an asset is recognised as revenue, except
to the extent that a liability is also recognised in respect of
the same inflow.

As the entity satisfies a present obligation recognised as
a liability in respect of an inflow of resources from a non-
exchange transaction recognised as an asset, it reduces the
carrying amount of the liability recognised and recognises
an amount of revenue equal to that reduction.

Measurement

Revenue from a non-exchange transaction is measured at
the amount of the increase in net assets recognised by
the entity.

productivitysa | ANNUAL REPORT 2021/22



When, as a result of a non-exchange transaction, the entity
recognises an asset, it also recognises revenue equivalent to
the amount of the asset measured at its fair value as at the
date of acquisition, unless it is also required to recognise a
liability. Where a liability is required to be recognised it will
be measured as the best estimate of the amount required
to settle the obligation at the reporting date, and the amount
of the increase in net assets, if any, recognised as revenue.
When a liability is subsequently reduced, because the taxable
event occurs or a condition is satisfied, the amount of the
reduction in the liability is recognised as revenue.

1.14 Fruitless and wasteful expenditure

Fruitless and wasteful expenditure means expenditure
which was made in vain and would have been avoided had
reasonable care been exercised.

All expenditure relating to fruitless and wasteful expenditure
is recognised as an expense in the Statement of Financial
Performance in the year that the expenditure was incurred.
The expenditure is classified in accordance with the nature
of the expense, and where recovered, it is subsequently
accounted for as revenue in the Statement of Financial
Performance.

1.15 Irregular expenditure

Irregular expenditure as defined in Section 1 of the PFMA is
expenditure other than unauthorised expenditure, incurred
in contravention of or that is not in accordance with a
requirement of any applicable legislation, including:

e this Act; or

e the State Tender Board Act, 1968 (Act No. 86 of
1968), or any regulations made in terms of the Act; or

e any provincial legislation providing for procurement
procedures in that provincial government.

Irregular expenditure that was incurred and identified during
the current reporting period and which was condoned
before year-end and/or before finalisation of the Annual
Financial Statements must also be recorded appropriately
in the irregular expenditure register. In such an instance,
no further action is required with the exception of updating
the note to the Annual Financial Statements.

Irregular expenditure that was incurred and identified during
the current reporting period and for which condonement is
being awaited at yearend must be recorded in the irregular
expenditure register. No further action is required with
the exception of updating the note to the Annual Financial
Statements.

Where irregular expenditure was incurred in the previous
reporting period and is only condoned in the following
reporting period, the register and the disclosure note to
the Annual Financial Statements must be updated with
the amount condoned.
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Irregular expenditure that was incurred and identified during
the current reporting period and which was not condoned by
National Treasury or the relevant authority must be recorded
appropriately in the irregular expenditure register. If liability
for the irregular expenditure can be attributed to a person,
a debt account must be created if such a person is liable in
law. Immediate steps must thereafter be taken to recover
the amount from the person concerned. If recovery is not
possible, the Accounting Officer or Accounting Authority may
write-off the amount as debt impairment and disclose such
in the relevant note to the financial statements. The irregular
expenditure register must also be updated accordingly. If
the irregular expenditure has not been condoned and no
person is liable in law, the expenditure related thereto must
remain against the relevant programme/expenditure item,
be disclosed as such in the note to the financial statements
and updated accordingly in the irregular expenditure register.

1.16 Segment information
A segment is an activity of an entity:

e that generates economic benefits or service potential
(including economic benefits or service potential
relating to transactions between activities of the
same entity);

e whose results are regularly reviewed by management
to make decisions about resources to be allocated to
that activity and in assessing its performance; and

e for which separate financial information is available.

Reportable segments are the actual segments which are
reported on in the segment report. They are the segments
identified above or alternatively an aggregation of two or more
of those segments where the aggregation criteria are met.

1.17 Budget information

The entity is typically subject to budgetary limits in the form
of appropriations or budget authorisations (or equivalent),
which is given effect through authorising legislation,
appropriation or similar.

General purpose financial reporting by the entity shall provide
information on whether resources were obtained and used
in accordance with the legally adopted budget.

The approved budget is prepared on an accrual basis and
presented by economic classification linked to performance
outcome objectives.

The approved budget covers the fiscal period from 2021/04/01
to 2022/03/31.

The budget for the economic entity includes all the entities
approved budgets under its control.



The Annual Financial Statements and the budget are on
the same basis of accounting therefore a comparison with
the budgeted amounts for the reporting period have been
included in the Statement of Comparison of Budget and
Actual Amounts.

1.18 Related parties

Arelated party transaction is a transfer of resources, services
or obligations between the reporting entity and a related
party, regardless of whether a price is charged.

Significant influence is the power to participate in the
financial and operating policy decisions of an entity, but is
not control over those policies.

Management are those persons responsible for planning,
directing and controlling the activities of the entity, including
those charged with the governance of the entity in accordance
with legislation, in instances where they are required to
perform such functions.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by that person in their dealings with the entity.

The entity is exempt from disclosure requirements in relation
to related party transactions if that transaction occurs within
normal supplier and/or client/recipient relationships on
terms and conditions no more or less favourable than those
which it is reasonable to expect the entity to have adopted
if dealing with that individual entity or person in the same
circumstances and terms and conditions are within the
normal operating parameters established by that reporting
entity’'s legal mandate.

Where the entity is exempt from the disclosures in accordance
with the above, the entity discloses narrative information about
the nature of the transactions and the related outstanding
balances, to enable users of the entity’s financial statements
to understand the effect of related party transactions on its
Annual Financial Statements.

1.19 Events after reporting date

Events after reporting date are those events, both favourable
and unfavourable, that occur between the reporting date
and the date when the financial statements are authorised
for issue. Two types of events can be identified:

e those that provide evidence of conditions that existed
at the reporting date (adjusting events after the
reporting date); and

e those that are indicative of conditions that arose after
the reporting date (non-adjusting events after the
reporting date).

The entity will adjust the amount recognised in the financial
statements to reflect adjusting events after the reporting
date once the event occurred.

The entity will disclose the nature of the event and an
estimate of its financial effect or a statement that such
estimate cannot be made in respect of all material non-
adjusting events, where non-disclosure could influence
the economic decisions of users taken on the basis of the
financial statements.
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Notes to the Annual Financial Statements

2. New standards and interpretations

21 Standards and interpretations issued, but not yet effective

The entity has not applied the following standards and interpretations, which have been published and are mandatory for
the entity’s accounting periods beginning on or after 1 April 2022 or later periods:

Effective date:

Years
. beginning on Expected
Standard/ Interpretation: .
or after impact
GRAP 25 (as revised): Employee Benefits 01 April 2022 Unlikely there
will be a material
impact
GRAP 104 (as revised): Financial Instruments 01 April 2022 Unlikely there
will be a material
impact
3. Inventories
Figures in Rand 2022 2021
Inventories 205 324 221 038
Inventories recognised as an expense during the year 24 831 12 390
4, Receivables from exchange transactions
Figures in Rand 2022 2021
Accrued income 214 577 349 312
Other receivables 53 708 5774
Prepaid expenses 136 670 336 411
Trade receivables 1779029 1104 366
2 183 984 1795 863
Receivables aging is as follows:
0-30 days 1996 029 1655 356
31-60 days 166 235 12 000
Over 90 days 105 766 128 507
Less allowance for impairment (84 046) -
2 183 984 1795 863
Reconciliation of provision for impairment of trade and other receivables
Opening balance - (379 274)
Provision for impairment 84 046 -
Unused amounts reversed - 379 274

84 046 -

The creation and release of provision for impaired receivables have been included in operating expenses. Amounts charged
to the allowance account are generally written off when there is no expectation of recovering additional cash.
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5. Cash and cash equivalents

Cash and cash equivalents consist of:

Figures in Rand

2022 2021
Bank balances 563 110 3600 754
Short-term deposits 44 263 995 31271 001
44 827 105 34 871 755
6. Property, plant and equipment
2022 2021
Accumulated Carrying Accumulated Carrying
Figures in Rand Cost depreciation value Cost depreciation value
Library 178 088 (88 863) 89 225 178 088 (178 087) 1
Furniture and
fixtures 1 883 968 (1051 851) 832 117 1986 417 (1897 017) 89 400
Motor vehicles 157 601 (112 894) 44707 157 601 (157 600) 1
Computer
equipment 9361 900 (3714 285) 5647 615 7 560 757 (2237 113) 5323 644
Finance lease
assets - - - 1949 159 (1 895 696) 53 463
Total 11 581 557 (4 967 893) 6 613 664 11 832 022 (6 365 513) 5466 509
Reconciliation of property, plant and equipment — 2022
Opening
Figures in Rand balance Additions Disposals Depreciation Total
Library 1 - - 89224 89 225
Furniture and fixtures 89 400 2178 (63) 740 602 832 117
Motor vehicles 1 - - 44 706 44707
Computer equipment 5 323 644 1968 042 (29 309) (1614 762) 5 647 615
Finance lease assets 53 463 - (53 463) - -
5 466 509 1970 220 (82 835) (740 230) 6 613 664
Reconciliation of property, plant and equipment — 2021
Opening
Figures in Rand balance Additions Disposals Depreciation Total
Library 59 608 - - (59 607) 1
Furniture and fixtures 228 162 50 229 (218) (188 773) 89 400
Motor vehicles 2 938 - - (2 937) 1
Computer equipment 865 730 5 304 059 (17 623) (828 522) 5323 644
Finance lease assets 64 156 - - (10 693) 53 463
1220594 5 354 288 (17 841) (1 090 532) 5 466 509
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7 Intangible assets

2022 2021
Accumulated Carrying Accumulated Carrying
Figures in Rand Cost depreciation value Cost depreciation value
Computer software 1524 724 (1 135 555) 389 169 1524724 (762 132) 762 592
Reconciliation of intangible assets — 2022
Opening
Figures in Rand balance Amortisation Total
Computer software 762 592 (373 423) 389 169
Reconciliation of intangible assets — 2021
Opening
Figures in Rand balance Amortisation Total
Computer software 15624724 (762 132) 762 592
8. Other receivables — deposit
Figures in Rand 2022 2021
Rental office deposits
Head office 727 000 727 000
KZN regional office 46 000 46 000
WC regional office 109 000 109 000
PE satellite office 12 987 12 987
894 987 894 987
9. Payables from exchange transactions
Figures in Rand 2022 2021
Accrued expenses 848 769 6 468 999
Accrued leave pay 2 865 703 2 297 651
Accrued bonus 291 475 286 562
Other payables 390 887 85 294
Trade payables - 953 478
4396 834 10 091 984
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10. Unspent conditional grants and receipts

These are government grants received that will be recognised in future accounting periods. This conditional revenue will be
recognised in a future period upon completion of the IT refresh, Itukise, Transnet, and Business Turnaround and Recovery

projects in the 2022/23 financial year.

Figures in Rand

2022

Opening balance

Amount received

Interest capitalised
Government grant recognised

Other income recognised

Figures in Rand

2021

Opening balance
Amount received
Interest capitalised
Amount written off *

Income recognised

1. Provisions

Reconciliation of provisions — 2022

Figures in Rand

Audit fees

Reconciliation of provisions — 2021

Figures in Rand

Business Competitive
Turnaround Productivity Improvement
and Recovery SA Services Transnet Total
16 078 420 2 494 068 2 357 675 581 119 21 511 282
39 832 980 59 853 000 27 842 129 - 127 528 109
249 983 - 38 603 13 986 302 572
(24 707 731) (60 669 303) (10 389 000) = (95 766 034)
= (97 500) (19176 622) (825) (19 274 947)
31 453 652 1580 265 672 785 594 280 34 300 982
Business Competitive
Turnaround Productivity Improvement
and Recovery SA Services Transnet Total
22 108 342 10 877 915 - 1811 995 34 798 252
23429980 - 12 762 453 - 36 192 433
394 525 - - 41276 435 801
(22 108 342) - - - (22 108 342)
(7 746 085) (8383 847) (10 404 778) (1272 152) (27 806 862)
16 078 420 2 494 068 2 357 675 581 119 21511 282
* Amount written off represents impairment of the BT&R deferred income which was not supported by cash.
Opening Utilised during
balance Additions the year Total
727 548 765 628 (727 548) 765 628
Opening Utilised during
balance Additions the year Total
605 568 727 548 (605 568) 727 548

Audit fees

The provision for external audit fees relates to the audit strategy based on the assumption of future audit fees according

to the audit engagement.
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12. Accumulated surplus

No surpluses have been surrendered to National Treasury given that the entity is insufficiently funded. The current surplus as per
the Statement of Financial Performance amounts to R3 751 061 and the Board has already taken a decision that the amount will be
used for Pensioners’ medical aid which is currently not budgeted for and not covered by National Treasury. The entity has challenged
this decision and the legal costs could be substantive and they are also not budgeted for nor covered by National Treasury.

13. Other income

Figures in Rand 2022 2021
Bad debts recovered - 328 552
Management fee — Itukise 3238500 1770 030
Other income* - 22 254 433
Transnet income 825 1272 152
Staff development 76 484 44 361
Sundry income 191 685 -

3507 494 25 669 528

* Other income relates to the write-off of a payable that was owed to a funder. The funder approved that Productivity SA
does not have to pay back the monies that were due in 2020/21.

14. Transfers received

Figures in Rand 2022 2021

Operating grants

Department of Employment and Labour 60 669 303 63 154 333
Capital grants
Department of Trade, Industry and Competition 10 389 000 8971 000
Unemployment Insurance Fund 24 707 731 7 746 085
35 096 731 16 717 085
95 766 034 79 871418
15. Employee related costs
Figures in Rand 2022 2021
Basic 71 396 227 61412 937
Medical aid — company contributions 1619 605 -
UIF 390 841 279 808
SDL 662 681 384 523
Leave pay provision charge 841 733 667 498
74 911 087 62 744 766
16. Debt impairment
Figures in Rand 2022 2021

Bad debts written off 27 203 -
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17. Operating expenses

Figures in Rand

Auditors’ remuneration
Bank charges

Board fees
Communications

Computer expenses
Consumables

Insurance

Motor vehicle expenses
Office maintenance

Other expenses

Placement fees

Printing and stationery
Promotions

Seminars

Staff welfare

Subscriptions and membership fees
Support/consulting services
Training

Travel — local

Utilities

18. Cash generated from operations

Figures in Rand

Surplus

Adjustments for:

Depreciation and amortisation

Loss on sale of assets

Debt impairment

Bad debts written off

Movements in operating lease accruals
Movements in provisions

Debt impairment

Bad debts written off

Changes in working capital:
Inventories

Receivables from exchange transactions
Payables from exchange transactions

Unspent conditional grants and receipts

2022 2021
1252129 1499 991
51 261 43 022
391 785 561 385
1788 040 1721045
1216 109 836 262
60 858 24 691
498 177 401 514
35615 3412

132 21 328 091
48 104 13 446

11 701 276
810 325 693 382
700 881 164 445

= 1620

534 556 463 095
492 605 114 930

2 475 644 2508 752
613 085 563 790
1419171 1012 386
806 546 1216 239
13 306 703 12171774
2022 2021

3751 061 25 074 157
1113 653 1852 664
77 465 85680

27 203 -

84 046 -
227 798 (900 193)
38 080 121 980
(27 203) -
(84 046) -
5714 12 929
(388 121) 503 508
(5695 150) 5996 983
12 789 700 (13 286 970)
11 920 200 19 383 638
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19. Taxation and VAT exemption

The entity is exempted from income tax in term of section 10(1)(cN) of the Income Tax Act, No. 58 of 1962. The entity was
granted exemption for VAT from July 2005 as its activities no longer comply with the definition of “enterprise” in Section 1
of the VAT Act and the requirement of VAT registration in terms of Section 23 of the same Act. The entity is now included
in the amended definition of “public authority” in terms of Section 1 of the VAT Act.

20. Related parties

Relationships
Board members

Controlling entity
Entities with common control

Controlled entities

Other government departments

Local departments

Refer to director’'s emoluments, note 21
Department of Employment and Labour
Unemployment Insurance Fund

Business Turnaround and Recovery Programme; and
Competitiveness Improvement Services

Department of Trade, Industry and Competition

Limpopo Department of Economic Development, Environment and Tourism
(LEDET), Western Cape

Other Transnet

Related party balances
Figures in Rand 2022 2021
Payables
Department of Employment and Labour 1579 765 2 396 068
Department of Trade, Industry and Competition 672 785 2 357 675
Transnet 594 280 581 119
Unemployment Insurance Fund 31 453 652 16 078 420
Western Cape Government: Vuselela Project Fund 500 98 000

34 300 982 21511 282

The nature and extent of government grants recognised in the Annual Financial Statements is an indication of other forms
of government assistance from which the entity has directly benefited.
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Related party transactions

Figures in Rand

Revenue

Department of Trade, Industry and Competition
Department of Employment and Labour
LEDET

SETA

SEDA

Transnet

Unemployment Insurance Fund

Western Cape Government: Vuselela Project Fund

Expenditure

Compensation Commissioner
Government printing

SABC

SAPO

SARS

Telkom

Productivity SA received a transfer payment of R110 074 980 (2021: R88 709 980) for funding its administrative activities
from the National Revenue Fund through the Departments of Employment and Labour, and Trade, Industry and Competition.

2022 2021
10 389 000 8971 000
60 669 303 63 154 333
550 000 -
44 361 44 361
522 333 444 000
825 12721562
24707 731 7 746 085
97 500 1951 000

97 013 175 83 582 931
107 223 157 079
= 3026
530 -
65 2915
18 612 091 15 045 886
25171 42 761
18 745 080 15 251 667

Directors and Executives’ emoluments (executives and non-executives) are disclosed in note 21.

21. Director’'s emoluments

Executive management — 2022
Figures in Rand

Mothiba M
Sabela S
Brink A

Dabula N

Janse van Rensburg L

Naidoo A

Tshifularo J

Raputsoane L

Designation

Chief Executive Officer
Chief Financial Officer

Executive Manager:
Regional Operations
(Region 2)

Executive Manager: CR
Executive Manager:

Regional Operations
(Region 1)

Executive Manager:
Regional Operations
(Region 3)

Executive Manager:
BT&R

Acting Executive
Manager: RIS

Emoluments Other benefits* Total
1 587 864 185 906 1773770
1432277 119 360 1551 637
1301 534 186 675 1488 209
1230875 134 037 1364 912
1433 082 119 441 1552 523
1279539 163 031 1442 570
1237 894 102 981 1340 875

987 144 73 766 1060 910

10 490 209 1085 197 11 575 406
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Executive management — 2021

Figures in Rand

Mothiba M
Sabela S
Brink A

Dabula N

Janse van Rensburg L

Naidoo A

Tshifularo J

Wereley T

Designation

Chief Executive Officer
Chief Financial Officer

Executive Manager:
Regional Operations
(Region 2)

Executive Manager: MC

Executive Manager:
Regional Operations
(Region 1)

Executive Manager:
Regional Operations
(Region 3)

Executive Manage:
BT&R

Executive Manager: HR

* Other benefits comprise travel allowance and medical benefits

Non-executive management — 2022

Figures in Rand

Mdwaba M
Khan F
Nolingo WC
Singh S
Selematsela M
Slack P

Non-executive management — 2021

Figures in Rand

Mdwaba M
Khan F
Nolingo WC
Singh S

Selematsela M

GordhanY - resigned 31/10/2020

Designation

Chairman — Board
Member
Member
Member
Member

Chairperson — Audit and
Risk Committee

Designation

Chairman — Board
Member
Member
Member
Member

Chairperson — Audit and
Risk Committee

* Other benefits comprise travel allowance and medical benefits.
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Emoluments | Other benefits* Total
1544773 178 755 1723528
1386 735 115 143 1501 878
1351682 180 133 1531815
1192 770 128 817 1321 587
1390 071 115 008 1505 079
1399 292 157 915 1557 207
1194 544 99 039 1293583
1449 070 193 133 1642 203

10 908 937 1167 943 12 076 880

Member’s fees Other benefits* Total
212 269 2123 214 392
21729 217 21 946
28 809 288 29 097
44 523 445 44 968
44 523 445 44 968
39 932 399 40 331
391 785 3917 395 702
Member’s fees  Other benefits* Total
341 043 3410 344 453
44 523 445 44 968
49 761 498 50 259
49 761 498 50 259
28 809 288 29 097
47 488 - 47 488
561 385 5139 566 524




22. Budget differences

Material differences between budget and actual amounts

Budget narrations are included for variations above R100 000.

22.1. Interest received

The BT&R Programme experienced challenges during the
financial year due to delays in receiving funding from the
Unemployment Insurance Fund, which resulted in less than
budgeted interest as we had an extended period with no
money in the bank for the BT&R Programme.

22.2. Other income

Other income was above budget mainly because of the
ltukise project, which we were able to execute and generate
management fees despite the COVID-19 restrictions.

22.3. Rendering of services

The income from rendering of services was below budget
mainly due to slow traction as a result of COVID-19, namely
the inability to fully render services as some restrictions
were still in place but also the negative impact that COVID-19
has had on many businesses.

224, Donor funding

The special donor funding was not received during the
financial year due to the donors restructuring the funding.
The agreement was finalised towards the end of the current
financial year for implementation in the 2022/23 financial year.

22.5. Transfers received

The grant for the BT&R Programme was budgeted as if
the full amount would be received and we only received a
portion of the budgeted amount during the financial year.
The rest of the grant will be received once the first tranche
is exhausted resulting in our grants received being below
budget.

226. Depreciation

The entity took a decision to replace various I|T-related
equipment, including laptops, to ensure that it was ready
and able to provide services in the new working environment
brought about by COVID-19. The majority of employees had
to be capacitated with computer equipment to ensure that
they were able to continue working remotely.

221. Employee related costs

The increase in employee related costs was mainly due to
the BT&R Programme being brought back resulting in the
need to capacitate the programme. Several employees were
employed during the financial year to ensure the programme
was fully capacitated.

22.8. Lease rentals

The entity took a decision during the financial year to
significantly reduce the office space given that most employees
were working remotely. A new rental agreement was entered
into which significantly reduced office rental costs.

22.9. Legal fees

A settlement was reached with the disciplinary process of
one of the executives resulting in cost savings. Also, the
board took a decision that the entity should represent itself
on CCMA cases, which then resulted in further cost savings.

22.10. Project implementation costs

The main contributor to the savings on operating costs
was the BT&R Programme, which was budgeted at

full costs, however a portion of the grant funding was
received during the current financial year, and this meant
costs were incurred.

22.11.

Savings on operating expenses was due to savings on costs
like travel and accommodation, subsistence costs, all of which
are due to the new working norm because of COVID-19.

Operating expenses

Changes from the approved budget to the final budget

The changes between the approved and final budget are
as a consequence of the inability to fully render services as
some restrictions were still in place but also the negative
impact the COVID-19 has had on many businesses.

23. Risk management

Financial risk management

The entity has a policy and framework on risk management.
The strategic risk register is reviewed annually by management.
The entity's activities expose it to interest, credit and
liquidity risks.

Liquidity risk
The entity’s risk to liquidity is a result of the funds available

to cover future commitments. The entity manages liquidity
risk through an ongoing review of future commitments.

Below is the analysis of the entity’s financial liabilities into
relevant maturity groupings based on the remaining period
at the Statement of Financial Position to the contractual
maturity date. The amount disclosed is the contractual
undiscounted cash flows. Balances due within 12 months
equal their carrying balances as the impact of discounting
is not significant.
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Contractual

Carrying Total cash cash flow
Figures in Rand amount flow within 1 year
At 31 March 2022
Payables from exchange transactions 4 396 834 4 396 834 4 396 834
At 31 March 2021
Payables from exchange transactions 10 091 984 10 091 984 10 091 984

Credit risk

The entity trades only with recognised, creditworthy third parties. In addition, receivable balances are monitored on an
ongoing basis with the result that the entiy’s exposure to bad debts is not significant. The maximum exposure is the carrying
amounts as disclosed. There is no significant concentration of credit risk within the entity. With respect to credit risk arising
from the other financial assets of the entity, which comprise cash and cash equivalents, the entity’s exposure to credit
risk arises from default of the counterparty, with a maximum exposure equal to the carrying amount of these instruments.
The entity’s cash and cash equivalents are placed with high credit quality financial institutions therefore the credit risk with

respect to cash and cash equivalents is low. Trade and other receivables are not rated.

Financial assets exposed to credit risk at yearend were as follows:

Figures in Rand

Financial instrument
Cash and cash equivalents
Receivables from exchange transactions

Other receivables — deposit

24. Fruitless and wasteful expenditure

Figures in Rand

Opening balance as previously reported

Add: Fruitless and wasteful expenditure identified —
current

Less: Amount written off — current

Closing balance

Details of fruitless and wasteful expenditure Action taken

Leave days taken not compliant with Training Matters are in the process of

and Development policy being ratified

Interest charged on overdue vendor accounts Matters are in the process of being ratified
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2022 2021
44827 105 34 871 756
2183 984 1795 863
894 987 894 987
2022 2021

; 120 940

47 760 -

- (120 940)

47 760 -

46 078 -
1682 -

47 760 -




25. Irregular expenditure
Figures in Rand

Irregular expenditure - current

Incidents/cases identified/reported in the current
year include those listed below:

Declaration of interest not submitted (SBD 4)

Tender not advertised in the government bulletin

26. Commitments

Figures in Rand

Total commitments
Authorised capital expenditure

Authorised operational expenditure

Operating leases — as lessee
Minimum lease payments due
— within one year

—in second to fifth year inclusive

Operating lease liability represents rentals payable by Productivity SA for office space and parking. Leases are negotiated

2022 2021
1894 374 -
Action taken

Matters are in the process of being ratified 219 566 -
Matters are in the process of being ratified 1674 808 -
1894 374 -
2022 2021

4180 140 641 471

1860 287 3628239

6 040 427 4269 710

5324 167 3964 905

20 348 995 568 119

25 673 162 4533 024

for an average term of five years. No contingent rent is payable.

Rental expenses relating to operating leases
Figures in Rand

Minimum lease payments

Operating leases accruals
Minimum lease payments due
Opening balance

Amount incurred during the year

The operating leases accrual arises from the straight-lining of monthly rental expense over the period of the lease.

27. Contingencies

The entity received correspondence from the Department of Employment and Labour informing the entity that the former
will not carry the costs for post-retirement medical aid. Productivity SA will have to make provision for legal costs pursuant
to the matter. The department has declared that they will not carry the legal costs if the entity continues with the matter.

Also, Productivity SA is challenging the CCMA arbitration award of R439 091 awarded in favour of one of its employees.

2022 2021
5901 512 5398 278
287 420 1187 593
227778 (900 173)
515 198 287 420
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28. Change in accounting estimate

Property, plant and equipment

The useful life of some property, plant, and equipment
was re-assessed and increased at the reporting date in line
with the Standard of GRAR The impact on the Statement
of Financial Performance is R1 806 863 (2021: R280 492).

29. Going concern

We draw attention to the fact that at 31 March 2022, the
entity had an accumulated surplus of R15 135 591 and that
Please update, the entity's total assets exceed the entity’'s
total liabilities by R15 135 591 00.

The Annual Financial Statements have been prepared on the
basis of accounting policies applicable to a going concern. This
basis presumes that funds will be available to finance future
operations and that the realisation of assets and settlement
of liabilities, contingent obligations and commitments will
occur in the ordinary course of business.

30. Events after the reporting date

Management received communication from the Department
of Employment and Labour (DEL) that the latter will no
longer continue to represent Productivity SA in the current
ongoing legal matter between Productivity SA and former
employees. The case involves the issue of the re-instatement
of pensioners’ medical aid benefit that the entity discontinued
two years ago. Productivity SA was also informed in the
same communication that all costs previously incurred by
DEL in this case will have to be reimbursed by the entity.

This includes cost of both pensioners’ medical aid plus
estimated legal costs of challenging these payments. The
entity is still sourcing quotes for legal costs and currently
does not have cost estimates at this stage.

31. COVID-19

Management has assessed the financial impact to the
entity of COVID-19, the assessment included the testing
of assets for impairment, recoverability of receivables as
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well as the impact on revenue. Management is convinced
that the impact of COVID-19 will not result in an adjusting
subsequent event for the period ending 31 March 2022 as
revenue generated through external sources amounts to
less than 9% of the entity’s revenue generated.

32. Segment information

General information
Identification of segments

The entity is organised and reports to management on
the basis of three major functional areas: Productivity
SA, Business Turnaround and Recovery and Competitive
Improvement Services. The segments were organised around
the type of service delivered and the target market namely
those entities in enterprise development stage, enterprises
who are matured as well as enterprises facing economic
distress. Management uses these same segments for
determining strategic objectives. Segments were aggregated
for reporting purposes.

Information reported about these segments is used by
management as a basis for evaluating the segments’
performances and for making decisions about the allocation
of resources. The disclosure of information about these
segments is also considered appropriate for external
reporting purposes.

Productivity SA was established in terms of the Employment
Services Act and provides productivity related value-added
information and statistics, best practices and systems;
and promote a productivity culture and mind set across
all segments (national, sector and enterprise) of society.

Business Turnaround and Recovery provides turnaround
solutions to companies facing economic distress and its
funding comes from the Unemployment Insurance Fund.

The Competitive Improvement Services Programme, funded
by the dtic, focuses on intervention aimed at enhancing
productivity and competitiveness of small, medium and micro
enterprises (SMMEs) in the South African manufacturing
sector.



Segment surplus or deficit, assets and liabilities — 2022

Productivity
Figures in Rand SA BT&R CIs Eliminations Total
Revenue
Revenue from non-exchange
transactions 60 917 970 24 707 731 10 389 000 = 96 014 701
Revenue from exchange transactions 8041671 = = = 8041 671
Interest received 342 419 - 110 330 - 452 749
Intersegment transfers 15980 957 - - (15980 957) -
Total segment revenue 85 283 017 24707 731 10 499 330 (15 980 957) 104 509 121
Entity's revenue 104 509 121
Expenditure
Employee related costs 64 004 842 9262 648 1643 597 - 74 911 087
Goods and services 16 664 697 6514 522 1 474 954 - 24654 173
Loss on sale of assets 77 465 = = = 77 465
Finance costs 1682 = = = 1682
Depreciation and amortisation 1113 653 - - - 1113 653
Intersegment transfers - 8930 561 7 050 396 (15980 957) -
Total segment expenditure 81 862 339 24707 731 10 168 947 (15 980 957) 100 758 060
Total surplus for the year 3751061
Assets
Segment assets 24 865 711 32 299 640 2 296 707 (4 347 825) 55 114 233
Total assets as per Statement
of Financial Position 55 114 233
Liabilities
Segment liabilities 6 190 744 32 299 640 5 836 083 (4 347 825) 39 978 642
Accumulated reserves 18 674 967 - -3 639 376 - 15 135 591
Total segment liabilities 24 865 712 32 299 640 2 296 707 (4 347 825) 55 114 233
Total liabilities as per Statement
of Financial Position 55 114 233
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Segment surplus or deficit, assets and liabilities — 2021

Figures in Rand

Revenue

Revenue from non-exchange
transactions

Revenue from exchange transactions

Interest received
Intersegment transfers
Total segment revenue

Entity's revenue

Expenditure

Employee related costs
Goods and services

Loss on sale of assets
Finance costs

Depreciation and amortisation
Intersegment transfers

Total segment expenditure

Total segmental surplus/(deficit)

Assets
Segment assets

Total assets as per Statement
of Financial Position

Liabilities

Segment liabilities
Accumulated reserves
Total segment liabilities

Total liabilities as per Statement
of Financial Position
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Productivity

SA BT&R CIS Eliminations Total
63 154 333 7 746 085 8971 000 - 79 871 418
6 234 497 22 254 433 95 084 - 28584 014
505 607 - 183 870 - 689 477
3495 465 2233319 8290414 (14 019 198) -
73 389 902 32 233 837 17 540 368 (14 019 198) 109 144 909
109 144 909
49 898 601 5189 964 7 656 199 - 62 744 764
17 508 261 740 989 1214 532 - 19 463 782
8 580 - - - 8 580
963 - - - 963
1852 663 - - - 1852 663
11 795 165 1815132 408 901 (14 019 198) -
81 064 233 7 746 085 9 279 632 (14 019 198) 84 070 752
25 074 157
27 899 885 18 644 187 4208 407 (6 749 735) 44 002 744
44 002 744
12 645 596 18 644 187 8078 166 (6 749 735) 32618214
15 254 289 - (3869 759) - 11 384 530
27 899 885 18 644 187 4208 407 (6 749 735) 44 002 744
44 002 744
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1. REGION 1: GAUTENG, LIMPOPO AND NORTH WEST

HempVest Africa (Pty) Ltd

Province: Gauteng
Intervention: Kaizen
Written by: Ms Pretty Zondi

HempVest Africa (Pty) Ltd is a South African-based company
established in 2019 and specialises in the full cannabis
value chain. The company supplies products from premium-
grade medicinal cannabis (hemp), grown in the commercial
cultivation facilities of HempVest Africa. It is the group’s aim
to be a leading producer of premium hemp extract, and
to develop, produce and distribute a range of high-quality
cannabidiol (CBD) products to the South African, African
and international markets.

Reason for partnering with Productivity SA

HempVest Africa contacted Productivity SA in its quest for a
solution that would enable the organisation to become more
competitive and operationally productive, by empowering
employees to become active stakeholders in growing their
product offering and company. As a result, HempVest Africa
was provided with the solution of implementing the Kaizen
programme for more effective and efficient operations
management activities by means of applying the concepts
of the programme.

Actions

Kaizen implementation began with capacity building of the
selected Kaizen team covering the role of leadership in
implementing continuous improvement in an organisation,
followed by best operating practices (BOP) focused on
kaizen methodology and tools.

After conducting a workshop, a critical analysis was done
of the high-level cultivation process of cannabis and key
challenges were noted. They are listed below.

e Lack of production performance measurement
system

e No effective monitoring of plant movements
throughout their lifecycle. Batches are mixed up and
others are unlabelled, leading to poor stock control

e A language barrier; instructions to nurture production
incorrectly followed

e No written procedures (work instructions)

e Insufficient stock of chemicals and fertilisers (a
consequence of delayed buying).

To address the issues, the critical measures were identified
relating to quality and throughput. This was followed by
collection of data to study the trends in cultivation of
cannabis. The trends indicated that quality-related issues
affected the throughput. The Kaizen project thus focused
on reducing quality issues that were contributing to a high
plant mortality rate.

Efficiency challenges in the process

e Messy and disorganised
storage delaying production

e High mortality rate

e Poor stock management
contributing to quality issues

e Poor system to manage

ualit
1.5S8 2. Quality q 4
e Poor planning or lack thereof 3. Impr?ye 4. Lack of
e Poor stock management traceability performance e Consistent documentation
. management . .
* No trend analysis is essential for employers
L[]

Wasted effort — Finding
information in an unsystematic
and unreliable way

FIGURE 3: HEMPVEST AFRICA (PTY) LTD - 5S IMPLEMENTATION
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Projects implemented

Application of 5S principles

Several prominent issues were identified regarding the storage of chemicals, fertilisers and equipment. These were water
spillages (which can potentially ruin powdered chemicals or contaminate water sources), unlabelled chemical containers
(decanted from larger containers), incorrect measurement practices (potentially harmful to employees), and cluttered and
disorganised equipment which resulted in difficulty in maintaining stock control. After 5S application, spillages and leaks in
the irrigation was repaired, and the storage area was cleaned and cleared.

Before (chemicals and fertilisers storage) After (chemicals and fertilisers storage)

FIGURE 4: CHEMICAL AND FERTILISER STORAGE IMPROVEMENT - 5S IMPLEMENTATION

Before (equipment storage)

|§ .

FIGURE 5: EQUIPMENT STORAGE IMPROVEMENT
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Stock control

After organising the stores, the team created a stock control
document to keep track of movement of stock for early
detection of chemicals running out.
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FIGURE 6: STOCK CONTROL DOCUMENT

Quality improvement

The Kaizen team collected data to identify quality issues
affecting the total throughput. Common defects were
identified, and a root cause analysis was conducted following
a cause-and-effect methodology, through brainstorming, the
team developed solutions to reduce defects and mortality,
and finally developed performance measures to monitor
and control defect rate. As part of improving quality and
throughput, the Kaizen team developed control tools to
manage production effectively, which are listed as follows:

e Work instructions were developed detailing the
handling of plants

e Control sheets - cloning records. The company
experienced loss of stock and difficulty in tracing
quality problems. The kaizen team developed a tool
to record daily clones. This information is recorded
on a traceability and predictability tool to monitor the
performance of plants throughout the process.

e Daily maintenance schedule. This stipulates what
needs to be done and when. It helps in standardising
the maintenance of the nursery. Quality displays
and work instructions ensure that plants are well
maintained for maximum output.

e Traceability and predictability tool. This records
the performance of the plants throughout, from the
cloning stage to the harvesting stage. This tool also
serves as a production performance management
tool.
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¢ Key performance indicators. This helped the team
to identify important performance measures. The
measures in Figure 7 were identified by the team as
critical to organisational performance. These were
selected in line with control tools that have been
implemented.

KPA Indicators
Production Closing rate
Production Yield per batch
Production Timeous task completion
Quality Mortality Rate
Pathology (Disease)
EC and pHchecks
Temp and humidity checks
Brix levels
Cost Internal Error/Overtime

FIGURE 7: KEY PERFORMANCE INDICATORS

e Kaizen integrated with technology. This
utilises the Tillo application to facilitate efficiency,
communication, easy access to pertinent information,
timeous task management and delegation, as well as
ensuring procedural and quality standardisation. This
allows for more time to increase agricultural output by
reducing the elimination of wasted time on managing
the paperwork of the farm’s records.

Results

Following the implementation of the Kaizen Programme over
the six-month period, results showed a marked improvement:

e Cloning rate increased by 55%, from 3 045 to 4 800
plants per month

e Harvest rate increased by 37%, from 50 to 75 plants
per day

e Floral mass increased by 47% from 150 to 181 kg per
month.

The results attained are depicted in the Figure 8.

The implementation of the Kaizen programme and 5S
principles brought significant changes and improvements
in the organisation in terms of increasing effectiveness and
efficiency in the operational processes, improved visual
management of the process, improved safety and morale
of the workers, improved housekeeping, waste elimination
and standardisation.
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FIGURE 8: KEY PERFORMANCE INDICATOR RESULTS

Employment
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The Kaizen programme assisted in identifying critical information required for better management and control, providing
real-time data and visualisation of the company’s performance, which resulted in more efficient action and decision-making.

Akani Paints (Pty) Ltd

Province:
Intervention:
Written by:

Company profile

Limpopo
Kaizen programme

Rose Morweng, Snr Productivity

Practitioner

Akani Paints (Pty) Ltd operates in the manufacturing industry and specialises in the manufacturing of waterbased paint.
The business is in Nkowankowa Industrial Park in Tzaneen, Limpopo, and has a staff complement of eight, of which six are
permanent employees and two are temporary workers. This woman-owned business was registered in 2015 by Ms Cate
Olifant with a BBBEE rating of 1.
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Products and services

The product range consists of the following:

e PVA contractors’ paint

e Matt and sheen paint

e Roof and floor paint

e Waterproofing

e Specialised coating: Gamazine.

The business also specialises in all facets of painting, including but not limited to the following:

e Painting of high-rise buildings
e Spray application.

Target market

e | ocal hardware stores
e Homeowners
e Building contractors.

Productivity SA interventions

Akani Paints was approved on the Transnet enterprise and supplier development (ESD) programme on 29 July 2019 and
since then the business has been working on its financial performance. Critical to this challenge has been the utilisation
of fixed resources such as overheads, managing the cost of sales and overhead cost. The sales and marketing strategy
needed to be directed towards existing and potential clients, and avoid manufacturing products that are not profitable. It
must ensure that an accurate costing and quotation system is established. Regular customer satisfaction surveys also
would help to increase competitiveness.

Visual performance monitoring system and early warning system

When Productivity SA started the early warning system (EWS) project with Akani Paints, there were numerous gaps
identified, such as the utilisation of the factory space. Thus a layout had to be planned, along with projected production
yield, which would be reported on a daily, weekly, and monthly basis.
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Before process planning
= No layout design

ration calculations

After process improvement:

e Partition is completed.

e Training room has been established for learners.

e Manufacturing stage has been separated.

e Laboratory space allocated (awaiting the purchase of laboratory equipment).

After layout optimisation
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Kaizen programme

Akani Paints have been approved for the WPC — kaizen sixmonth programme — with 100% subsidy by the dtic. The programme

aims to sustain the impact of Transnet ESD programme and follow through on the following:

e Facilitate the delivery of laboratory equipment for which Akani Paint has made a request to SEDA under the

Technology Transfer Fund and link their usage with productivity improvement initiatives

e Assistance with the facilities management because improper design or layout of a plant can add considerably to
the cost of manufacturing. It may increase the throughput time, setup times and in-process inventories, and may

contribute to the overall inefficiency of operations

e Development of in-house standard operating procedures (SOPs) to be developed to train new employees on

standardised processes

e Product costing, sales and cost data can be combined in various ways to produce evaluations of sales organisation

profitability for different organisational levels of different types of sales
e Market research and forecasting of demand (based on increased capacity)
e Design and specification of the product
e |Lean manufacturing and supply chain analysis.

Kaizen action plan implementation

TABLE 33: KAIZEN ACTION PLAN

Activities To-do list

Kaizen capacity building session The staff together with management had an opportunity to attend a
kaizen capacity building workshop on 6 August 2021. The objective
of this programme is to capacitate staff on how to implement
kaizen tools such as 5S, visual management, and problem solving

techniques.
World Entrepreneurs Day Akani Paints video profile by Productivity SA under the theme,
20 August 2021 Women-owned manufacturing business, with special focus on

emerging Business Achievement Awards given by the Limpopo
Business Women Association of South Africa. The business also
provides workplace learning opportunities for chemical engineering
graduates.

Baseline information collection Currently, the production team and the kaizen team are working
together to collect baseline information which will enable the
company to track progress on weekly basis.

Baseline information collection Currently, the production team and the kaizen team are working
together to collect baseline information which will enable the
company to track progress on weekly basis.

Marketing plan strategy and Kaizen team is in a process of compiling a customer satisfaction
customer satisfaction survey survey template to identify issues raised by clients and how best
can they satisfy customers' needs.

Process flow per department Kaizen team was able to draft a process flow and identified gaps.
(production unit)

Status

Completed

Completed

In progress (weekly
basis)

In progress (weekly
basis)

In progress

In progress

Productivity SA Region 1 Operations provided support and coaching session to Akani Paints to allow for continuous
performance improvement even beyond the Kaizen programme timeframe of six months, according to the interventions

described below.
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Mapping of a detailed process flow

The aim is a well-documented process flow is to standardise production run setup activities. Challenges such as inefficient
manufacturing setup procedures were very costly to the company. The kaizen team, together with management, developed
a well-documented flow chart outlining the exact steps required to prepare a new production run. This initiative enabled the
team to reduce lead times and increasing machine utilisation.

Development of a sales and marketing strategy
Akani Paints initially did not have a defined effective marketing plan. The kaizen team put a strategy together to find new
clients and ensure that the targeted contribution margins are achieved. In addition, the monthly sales targets were set.

The company has currently established business relationships with Massmart distributors such as Build It and Cashbuild.

To strengthen the marketing strategy, Akani Paints successfully secured funding with sefa for a grant amount of R100 000
and loan facility of R900 000, resulting in a total amount of R1 000 000. The amount was approved based on the business
needs which are related to the following:

e Raw materials to boost and increase production capacity
e Branded buckets according to SABS specification and standards and to qualify distributing to Massmart shops
e Tinting machine to meet customer preference in terms of their choices of colours.

Akani Paints believes the loan amount will make a huge difference in terms of increasing sales and quality compliance
according to SABS standards.
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TABLE 34: MARKETING PLAN MILESTONES

Doz Nex AM-EMLPR 001
MARKETING PLAN MILESTONES |Rev e o
E flective Date: 1T Juy 2020
LW FLTE Meat Review Date 1T July 2025
Page 1ol
Marketing Plan Start End Occurrence Responsible Outcome
Milestone Date Dato Person
Social Media: All accounts Sipho, Partly Achieved:
* Facebook (362 musi boe active Bonisiwe, ¢ Social Media
followors) Ongoing and incroase the | Malsio, inks are done
= Instagram (48 followers) followers., George, Rose |« Website stll
« Twiller (lo be activated) Maonthly content waiting for newly
« Linkedin is needed designed
- m{&mﬂ m oLr branded buckels
should be able to order spociale/promot to be loaded on
|___Paint onling) ons. the system
Print Media: 200092021 | 30112021 signage | Hioniphani, Flyers, Brochures,
+ Filyers & Brochures boards and Kurhula, Signage Boards,
= Signage Boards fyers are being Hiayisani, Branded T-Shirts
« Banners & Garebo prinled before Brian, Thapelo, | are done
* Branded T-shirts & end of Nisako
Caps September Newspapers are sbil
. . MNewspapers and outstanding due to
o Letaba Herald Branded shirts budget. but in April
=&  Tranoen Voo shall be done will be able lo put
o Bulletin before/by end of one advert on
= Review November Tzaneeon Voice
Digital Media: 20009/2021 | 30/11/2021 | Interviews o be Lehlogonolo to | Radio interviews
= Munghana Lonena fm scheduled with selup were done with
+ Thobela fm identified radio Thobela FM and
= GTFM stations, for now | for Cate Capricorn FM in
« GCR Cate shall be the November 2021 -
SPOeSPerson the slol was
sl ot for Akani Paints sponsored by SEDA
e Capricom fm & Depl of Trade &
Industry
Word of Mouth Satisfied ALL Dol ongoing
Ongoing customers are
definitely
spreading the
word _
Personal Visits Already schools | Sipho, Ntsako, | Two schools visits
are identified, Rose, Kurhula, | are done, one is a
Ongoing still waiting for | Vinolia & Lindi | special school for
5GB to confirm disability which we
the appointment requested to put
dates cawne Akani Paints Board
currently s in return for paints
CXAMS S0 A%00. donation for their
school play ground.
And Bankuna High
school which we
were requested to
approach Dept of
Education for
permission in
displaying out Board
at the school
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Performance management

During the implementation of kaizen programme, Akani Paints relied on the quarterly financial records from the accountant.
There was no standard practice of reviewing these records to reflect on areas of low or good performance. The initial system
which we have put in place is a performance dashboard based on financial performance. Various financial management
templates were presented and shared with the management. After this intervention, the company started to record its
expenses and income, including cashflow. By so doing, they are now able to send correct information to their accountant.

The graphs below illustrate the sales and cost records for 2021/2022 financial year. Since the last report in 2021, Akani
Paints has improved tremendously in terms of annual turnover as a result of participating in the kaizen project. In 2020/2021
turnover was R453 409 and 2021/2022 current turnover is R875 000. Even though the company was unable to reach the
target of R1 00 000 turnover as planned, it is still optimistic that it will reach between R1,5 million and R2 million for the

2022/2023 financial year.

2021/22 QRT1
R300 000
R100 000 R100 000 R100 000 R99 000
R22 000 R86 000 R41 000 I
- | [ |
Jan . Feb . Mar . TOTAL
(R78 000) (R64 000) (R59 000)
(R201 000)
Target B Actual ™ Variance
2021/22 Qrt 3 Sales
R300 000
R100 000 R100 000 R100 000
R78 000 R90 000 R87 000 R255 000
|
Jul - Aug Sep TOTAL
(R22 000) (R10 000) (R13 000) (R45 000)

Target  ® Actual ™ Variance

2021/22 Qrt2 Sales

R300 000
R189 000
R100 000 R100 000 R100 000
R58 000 R51 000 i/2 000
Apr. May. Jun - TOTAL
-R42 000 -R49 000 -R28 000
-R119 000
Target B Actual ™ Variance
2021/22 Qrt4 Sales
400 000
100 000 150 000 150 000
102 000 115 000 123 000 340 000
|
Oct Nov Dec TOTAL
R2 000 -35 000 -27 000 -60 000

Target  ® Actual ™ Variance
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Highlights of the programme

e Effective team: The implementation of the kaizen
programme has improved the culture of trust in
the team. The team is able to provide meaningful
feedback on a regular basis.

e Productivity measurements: The company has
prioritised the financial measures and will move
towards others such as speed, quality, morale and
safety. It is encouraging that the company is able
to constantly identify gaps and bottlenecks in the
process flow.

e Clarify roles and responsibilities: Each employee is
clear on what is expected from them.

e Good work environment: The workplace is conducive
for every individual to carry out their assigned tasks.
The physical environment affects how an individual
thinks and perform at the workplace.

e Effective marketing strategy: The company invested
more on promotional activities to create awareness of
its products and services. This enables the company
to sell its products in the market so as to increase the
sales of the company.

e |tukise interns’ contribution: The business also
benefited a lot in terms of utilising the graduates
from the ltukise Internship programme; the group
played a huge role in increasing the production
capacity and assisting in implementing the marketing
strategy. It was unfortunate that the programme was
not renewed; however, the company is pleased to
be given another group for in-service training, who
completed their N6 Certificate Chemical Engineering
at a Technical and Vocational Education and Training
(TVET) College.

e Networking opportunities: Akani Paints’ Director,

Ms Kate Olifant was selected to participate in the
Manager Training Programme, Fit for Partnership with
Germany, with South Africa which is funded by the
dtic and the German Federal Ministry for Economic
Affairs. It is coordinated by the Deutsche Gesellschaft
fUr Internationale Zusammenarbeit (GlZ), on behalf
of the Federal Ministry. From 28 June to 6 July

2022, the Director visited Germany. The purpose of
the visit was to acquire better understanding of the
German economy and business culture. In addition,
the programme intended to improve management
skills and to create new business relationships with
German companies in the chemical industry.

Strategic partnership with North
West Provincial Government: Project
overview
Productivity SA is implementing a five-year MoA (2019-
2024) with the Department of Economic Development,

Environment, Conservation and Tourism (DEDECT) of the
North West Provincial Government.
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The objectives of this partnership are to:

e Provide support and implementation of the
productivity and competitiveness interventions to
SMMEs and Cooperatives,

e Provide support and a platform for deliberations on
productivity and competitiveness,

e Improve on the productivity of the national economy
through research on socioeconomic systems
and productivity, and through the generation and
dissemination of information,

e Assist businesses to recover by saving jobs

e Assist workers who have been retrenched to access
survival mechanisms, including entrepreneurial skills
or business start-up training, and

e Promote cooperation, skills development and
information sharing between the parties to further the
above objectives.

The partnership provides Productivity SA access to a pipeline
of struggling businesses to assess their areas of distress and
provide them with tailo-made BT&R solutions. Productivity
SA will provide the solutions to businesses that meet the
criteria of the funder to ensure that much needed assistance
reaches them on time.

Productivity SA hosted an annual milestone event in the
province in October 2021 to showcase some of the successes.
The theme for the event was Resilience, regroup and
rebuild: During and post COVID-19. Productivity SA plans
to host a similar event in October 2022.

Two businesses were showcased during the 2021 milestone
event. Both received assistance from this partnership
between DEDECT, Productivity SA and SEDA.

e  MTNL Worx Pty Ltd which managed to improve sales,
gross profit and operating profit and operating assets

e African Poncho Pty Ltd who received assistance with
financial management system.

As part of the rollout of deliverables, a service level agreement
(SLA) was signed in February 2022 for Productivity Champions
training, targeting 114 businesses divided into five groups.
The programme aims to capacitate champions with the
productivity tools and methodology required to implement
continuous improvement initiatives within enterprises. The
outcomes will result in identifying enterprises to join the two
kaizen clusters in the province, focusing on the agricultural
and manufacturing sectors. The Kaizen programme aims
to improve business efficiencies and reduce waste. These
initiatives will give an opportunity to successful enterprises
that have improved their productivity to showcase best
practices and participate in the Annual Productivity Awards.

Productivity SA believes that this partnership will provide
suitable access to our service offering for businesses in the
North West province.



2. REGION 2: WESTERN
CAPE, NORTHERN
CAPE AND FREE STATE

Fabi Fashions CC

Province: Western Cape
Intervention: BT&R
Written by: Mr Chriss Bondo

Company background

Fabi Sportswear was established in 1988 and is imbedded in
the fashion industry. In 2000, the factory decided to shift to
sportswear manufacturing after identifying a gap in this market.
Registered under the name, Fabi Fashions CC, the business
is a Close Corporation between the two co-owners, Retha
van Rensburg and Pieter Schoeman. Located in Somerset
West, Western Cape, the factory boasts a substantial market
share in affluent schools and has a span of influence in the
Western Cape and Gauteng. The biggest client is Grit, a
logistics and purchasing company that conducts business
on behalf of the popular Curro Group of Schools.

Fabi Sportswear serves the school, corporate, and the leisure-
related markets, e.g., fishing clubs and sports clubs. The
schools market constitutes a bigger part of the company’s
clientele base as it covers both school uniforms and school
sports clothes. The initial stages of the shift to sportswear
saw the company conducting only pattern designing and
cutting; manufacturing was contracted to Cut, Make, and
Trim (CMT) clothing plants. As of 2004, the company started

its own production and continued to use CMT plants for
capacity extension where the need would arise.

After Fabi Sportswear was approved to benefit from the
BT&R Programme, an array of strategies was developed to
address the ailing side of the business operations.

Company products and services
Fabi Sportswear'’s product portfolio incorporates the following:

TABLE 35: FABI SPORTSWEAR'S PRODUCT PORTFOLIO
Jackets (rain jackets, fleece jackets)
Skirts (sports skirts, school skirts)
Dresses (School dresses, netball dresses)
Rugby jerseys
Athletic vests
Golf shirts
Hot pants
Shorts (tactic shorts, boxer shorts)
V-neck top
Plain ski pants
Sweater
Body warmers

Tracksuits

The pictures that follow illustrate some of the products that the company manufactures.
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Company structure

Employees of Fabi Sportswear, a factory, fall in a range of age groups and grew from five to 68 employees (as of 2021).
The organogram below defines the organisation’s current structure.

Retha van Pieter
Renshurg Schoeman
(Director) (Director)
| | | | | |
Samuel Sheron Hargldene Leonard Tinashe Dongo As.trid Cupido 40ice
Steenkamp Neethling (Cutting room & New (Machme. Room (Quality & plspatch (Outside CMTs)
T (Receptionist product development Supervisor) Supervisor)
supervisor)
I | | |
.
PRINTING & Ulinda Mchelna External
. | SUBLIMATION (Quality & Dispatch CMTs
PATTERN MAKING & MACHINISTS Shane Swanepoel Leader)
CUTTING ROOM Sharon October Sheldon Stoffels
Delone Cloete Margaret Hendricks |
Crystal Louw | _| Dorathy Pick —
Jessica Booysen SIEICEAE R QUALITY & DISPATCH
Piwai Jeche Zubada Daniels T,
Deane Leonard b 9 o) Christoline Gordon
Edwin Nanyalo Sharon Marinus Firee e
Sengwe Munyaraszi Sadia Boftman Helen van Wyk
Kyle Johnson D g Jeraldine September Wendy
Agmat Enos G;;g;id'\;t‘izgﬁf Rene Hendricks (Purchase Orders)
Badrunisa Samuels Fatima Slamadien
EMROIDERY DEPT P
Lehane Anthony | yalenC|a A \ y —_——
Jakoline Joubert Mmah Ngcqlomba
Editor Mutowa Mariam Mintoor Ellise
Joyce Thebus (Creditor Cleck) | = |
Jolene Morris
Mavis Soncwayi _I—
Virginia Nyakugwa
Karen Mukono —
Belinda van Wyk GENERAL WORKERS
Nothekanti Siyo Kyle Johnson | |
Vanessa Phiri Berendina Eiman
- | —
FLOOR RUNNERS
Caitin Wildschutt
Loretta Pieters
Mary Ann DeJager
El Zaan September
Yolandi Adams

N —

FIGURE 9: ORGANOGRAM OF FABI SPORTSWEAR
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Reasons for the BT&R intervention — challenges

Fabi Sportswear is one of the companies that was affected by the COVID-19 pandemic. The pandemic restrictions saw the
organisation’s target market dwindling, which forced the company to exploit other avenues which could bring about the
much-needed survival.

At the time when the pandemic struck, the company’s modus operandi was in ailing mode, reflecting operational irregularities
which led to operational losses. The pandemic amplified these problems which later contributed proportionally to the company’s

financial distress. It is against this background that the company applied for assistance through the BT&R Programme.

The BT&R strategy

The strategy of the BT&R Programme centred on a workplan that was developed by the project manager after a successful

in-depth study of the company'’s status of operation at that time.

TABLE 36: PROJECT DELIVERABLES OVERVIEW

Activity Outputs Outcomes
Implementation of a quality * Implement a quality planning ¢ The quality of produce is
management system criterion and expected list of expected to improve.

goals.

Implement and train the shop
floor workers on a quality
assurance system.

Design and implement a quality
control system.

Mitigate any possibility of
customer complaints and product
returns.

Generate statistics on the
performance of key operational
facets for further decision making
and Improvement initiatives.

Set production targets in all
production departments and
adhere to them as well as setting
realistic lead times for the recuring
and similar products.

This should mitigate issues of
material and product loss and instil
an accountability culture and cut
down on the cost of waste.

Ability to flexibly handle different
order sizes (small, medium, long)

Set a list of KPlIs to be

measured and the measuring
methodologies.

Develop a work study system for
all production areas.

Have a material flow tracking and
accountability system.

Production capacity and
performance management
system

Develop a preproduction
planning system and an early

Develop and train the
personnel on the essence of a
preproduction system.

Bring awareness to stakeholders
of the tasks, delivery dates and
related requirements.

warning system

Develop early warning systems
for the production floor.

Improve resource allocation and
reduction on the margin of loss.

Develop a centralised stock
management system that
integrates the cutting room and
the accounts department.

Efficient management of stock
and inventory.

Develop a stock control system

To achieve maximum morale
of workers and a sense of
workplace ownership.

Develop a performance o
recognition system as well

as an attendance recognition
system.

Performance and attendance o
recognition system
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Impact

Improvement on the quality of
delivery and reduction on the
quality costs.

Change of perceptions of the
employees on the quality of their
workmanship.

Improved production lead time.

Cut down on the cost associated
with waste and instil an
accountability culture on the floor.
Improvement of the ability to
meet delivery dates and cut

on overtimes and ‘fire-fighting’
mode (On time in full [OTIF]).

This will instil order and timeous
completion of production orders
to meet delivery dates (OTIF
improvement).

Ability to mitigate and address
areas of loss before they
escalate.

A clampdown on material waiting
period as a result of informed
planning (reduced raw material
waiting time).

This will help the management
to make accurate and informed
decisions on procurement and
purchasing of stock.

Reduced stock variance.

This will improve the individual
performance (morale) of workers
and encourage a sense of
workplace ownership.
Attendance is set to improve

in order to restore the floor
productivity.



The BT&R involvement/interventions

TABLE 37: BRIEF OVERVIEW OF THE BT&R INVOLVEMENT

Intervention

Intervention 1:

Implementation of a quality
management system

Intervention 2:
Production capacity and

performance management
system

Intervention 3:
Develop a preproduction

planning system and an early
warning system

Intervention 4:

Development of a stock control
system

Intervention 5:

Performance and attendance
recognition system

Issue/Challenge

The company had a prevalent
experience where garments
would be reworked and that
caused production delays.

The factory operations did not
have measurements in most of
production operations. Some
of the existing KPIs were not
being consistently measured
and some KPIs were wrongly
measured.

The late delivery of some of
the orders.

In other cases, the company
would accept any order of any
size, most of which would

have tight and close delivery
dates. This continually disrupted
the delivery dates of some

of the orders and hence the
organisation would sometimes
lose track of progress.

Inefficient management of
stock in the factory which
reflected inconsistencies in the
stock count and consolidation.

Low employee morale as
reflected by a high frequency
of absenteeism and low
performance.

Intervention

A quality management
system was developed and
instituted

A set of standard operating
procedures was developed and
implemented on the production
floor to ensure uniformity in
the way the operators work on
the floor.

Training was rendered to
ensure that everyone is in line
with the new standard modus
operandi.

Measuring systems to
measure production capacity
and performance were
developed and instituted

The measurement systems
resulted in KPIs like reworks,
OTIF, machine downtime, fabric
recuts and machine utilisation.

Development of a
preproduction planning
system and production flow
tracking system

The production flow tracking
system also resembled an
early warning system to all the
production progression.

Development and
employment of a stock
control system

The stock control system

was developed to bridge the
gap between the stock as
presented on records and

the physical stock in the
storeroom. This was in a bid to
introduce an efficient way to
manage stock (raw materials
and finished goods).

Development and
employment of a
performance and attendance
recognition system

The performance and
attendance system were
introduced to monitor and
manage employee morale
which was measured in
terms of attendance and
performance.

Outcome - completed

The main outcome of the project was achieved.
The rework rate declined from an average of
45% in May 2021 to an average of 17% by

the end of November 2021 and is currently
fluctuating around 15%.

During the period of the BT&R engagement, no
customer complaints relating to poor quality of
delivery were received. All the anomalies were
stopped at the quality control point. This is what
brought about the initial high levels of garment
reworks.

The decline in reworks brought about an
improvement in production lead time as proved
by the proportional improvement in OTIF.

Generation of statistics on the performance of
key operational facets for further decision-making
and improvement initiatives by the project
manager as well as the factory management.
This is the deliverable that was finished first and
generated statistics that were used as the basis
for further development of all the strategies.

The intervention brought about the
establishment of production targets in all
production departments, as well as the
establishment of realistic lead times for the
recurring and similar products.

The intervention brought about a culture of
accountability amongst the floor personnel
as they became aware that they were being
measured.

This deliverable brought about a sense of
awareness among all the stakeholders involved
in the tasks of delivery dates and related
requirements regarding factory orders.

This tool was critical to aid management’s
counteractive decisions to mitigate potential
order delays.

However, the company is yet to fully harness
the preproduction planning tool for purposes of
resource allocation, especially human resource
allocation.

The employment of a stock control system
brought about centralisation of control of the
factory’s stock for efficient management of stock
and inventory.

This aided in the establishment of details on
inventory consumption per order.

The deliverable intended to achieve maximum
morale of workers and a sense of work
ownership. The deliverable has been fully
developed and implementation is still work in
progress. The intended impact will probably be
realised after an assessment period of 6 months.

This involves an aspect of organisational cultural
change hence the management will have to
enforce every feature of the system for the best
results.
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Results
The following is a presentation of all the outcomes that were realised and how the outcomes were achieved:

Improved quality of products

The quality of products improved, as proved by the declined in repairs/reworks. Reworks declined from an average of 48%
to an average of 15%. This was brought about by a combination of different counteracting strategies (quality checking
SOPs, data measurement tools, feedback loop to the production department and investigation models). This brought about
a positive impact and an exponential decline was realised as follows.
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FIGURE 10: MONTHLY REPAIR RATE FROM APRIL 2021 TO JANUARY 2022

Improved OTIF

The fulfilment of orders was on time and improved, and this is attributed to the decline in reworks as well as the preproduction
planning and tracking system. The production of garments to defined specifications and quality resulted in the recovery of
production lost to the associated waste. This increased the quantity of garments that the production lines could deliver per
day. Fluctuation was realised towards the end of the year due to an influx of schools that placed orders in preparation for
the upcoming academic term but production department handled it as shown by the indicators.
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FIGURE 11: OFIT TRENDS FROM MAY 2021 TO JANUARY 2022
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Decline in fabric recuts

Fabric recuts were measured in terms of the rand monetary value. After the establishment of the baseline in April 2021,
a few strategies were developed to mitigate the instances related to fabric recuts. Several reasons for fabric recuts were
identified. These included non-quality compliant garments, garments lost during the production process, mix-up of garments
at the work in process (work in progress [WIP]) table, and oil spoils on and holes in the garment. Accountability measures
were developed, which incorporated quality control strategies, a 5S exercise, enforcement of strict adherence to the bundle
system of production flow as well as conformance of material transfer between departments by means of supervisors'
signatures. This resulted in a decline of monthly fabric recuts from R3 500 to about R1 200, as shown in the figure below.
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FIGURE 12: DECLINE IN FABRIC RECUTS FROM MAY 2021 TO NOVEMBER 2021

Improvement in printing and sublimation machine utilisation

The machine utilisation in the printing and sublimation was initially low before the BT&R intervention, which was attributed
to lack of planning and coordination in the department. The production planning and tracking system improved the machine
utilisation time. Though the utilisation is still low and still needs improvement, the implemented strategies had significant
impact compared to the status before, which is clear from the two graphs below.
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FIGURE 13: IMPROVEMENT IN MACHINE UTILISATION (SUBLIMATION SECTION) FROM JULY 2021 TO NOVEMBER 2021
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FIGURE 14: IMPROVEMENT IN MACHINE UTILISATION (PRINTING SECTION) FROM JULY 2021 TO NOVEMBER 2021
Summary of improvement statistics
TABLE 38: IMPROVEMENT STATISTICS
Latest statistics after
Metric Baseline implementation Percentage change
Garment repair rate ‘ 54% 15% 39%
OTIF ‘ 25% 89% 62%
Garment recuts ‘ R3 500 000 ‘ R1 346,89 ‘ 62%
22% 9%

Machine utilisation (printing 13%
process)

A quick 5S exercise (as mentioned above) was implemented on one part of the production department's floor (WIP table)
to enhance the intended goals of the BT&R engagement.

Before After
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Highlights of the project

A model was developed by the project manager and proved to be effective in the development of data collection and analysis
tools. It should be noted that Fabi Sportswear did not have discrete statistical collection and analysis tools before the BT&R
intervention. Therefore, the first deliverable for this project sought to develop KPIs and metrics to measure the performance
of different facets of the company’s operations. This meant development from scratch and further training of the factory
personnel on how to use the tools. The development process was carried out with the model (see Figure 16 below) as the
basis. All the tools were established with reference to the relevant methodology and the deliverable was successful. The
success of the deliverable was critical in the sense that it was the basis of all the other four deliverables that would follow.

Development or revision
and employment of a data
collection sheet/ tool Ll
Revision

1 o

Data collection sheet
issued to the responsible

personnel and training N-e(-ed forfurt.he_zr
conducted training or revision
of the data YES
collection tool/ === Training
sheet?

Daily activities data

recorded on data o
Investigation

sheets Personnel training
launched on the
cause of information NO
inconsistency
Person
NOT > competent?
Data inputted onto a
spreadsheet for further
statistical analysis and YES
results generation Information YES
correct
and accurate?
Statistical Information |
audited Performance measuring
system established ¢

FIGURE 15: MODEL FOR DEVELOPMENT OF A DATA COLLECTION TOOL
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Description of the model

The process starts with the development of a relevant
data collection tool with respect to the desired data
for further analysis.

The data sheet is issued out to the respective data

collection point for collection.

The data sheets are then collected, and the data are

entered on a spreadsheet developed for the further

analysis of the data.

The statistics are then audited to check the

correlation of the data with what is happening on the

factory floor.

If the realised information does not correlate

with what has been realised on the floor, then an

investigation is launched to identify the source of

the error. In the context of Fabi Sportswear, most

of these errors were found to emanate from the

operators' failure to capture the data correctly. This

failure was found to be the result of various factors:

° The operator’s failure to understand how the
data should be collected (wrong capturing of the
data, mix-up of figures, negligence).

o Data tool layout too complicated for the
operator’s understanding.

This would then prompt the need either to retrain the

operator or to revise the data tool for the operator's

understanding, while ensuring the integrity of the
collected data.

If the operator is deemed competent or if the data

collection tool has been revised, then the whole

process starts all over again.
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Conclusion

The Fabi Sportswear BT&R project was a success as proved
by the results presented. Not only was the implementation
of the deliverables successful but the project imparted
different positive perspectives to the floor personnel:

The production personnel learned to record the
progression of the respective operations and to
understand the critical need of KPIs and metrics in
the management of production operations. The total
control of a factory and all the facets of its operations
are determined by the presence of KPIs that render
statistics on each and every facet. It would be even
better if either the KPIs could be centralised or the
critical facets of the factory’s operations could be
centralised on one platform for an overall picture of
progression on the factory floor as well as ease of
monitoring.

The project instilled a culture of work accountability
and the need to carry out all tasks responsibly and
take ownership of the work.

The production personnel became conscious of and
attentive to work specifications and instructions, as
reflected by the significant decline in reworks and
recuts and an increase in production out on time and
in full.

One critical principle that was realised as a result of this
BT&R project is that real-time feedback is an essential facet
of every manufacturing entity as it allows for quick decisions
to be made before collateral damage occurs.



Shine Everyday Products CC

Province: Western Cape
Intervention: CIS/WPC
Written by: Ms Fulufhelo Nedouvhada

Company background

Shine Everyday Products CC is a detergent manufacturing company that was originally established in 1991, operating under
the name, NJ Chemicals. The company is currently owned by the Sadie brothers, Duan and Shaun, and has been rebranded.
The company'’s head office and manufacturing factory are situated in Wellington, Western Cape.

At the beginning of the implementation of this project, the company had 49 employees and currently employs approximately
60 people. Most of the workforce comprises first-time job seekers, who are young people between the ages of 18 and
29 years old.

Shine Everyday Products produces a wide range of household detergents with a product range of approximately 50. Their
target market is the lower Living Standards Measure (LSM) made up of low-income households; their products compete
with brands such as Maq in this segment. The company takes pride in providing quality products at low prices and this has
contributed to market growth and the opening 15 retail stores throughout the Western Cape with plans to expand even
further. Their customer base has also expanded to include independent traders, wholesalers and corporate companies.

Key implementations from the Vuselela and Kaizen programmes

During 2020, Shine Everyday Products participated in the Vusela Programme, an enterprise development programme
funded by the Department of Economic Development and Tourism, Western Cape. The intention of the intervention was
to understand the yearon-year decline in operating profit despite an increase in sales. Through this programme, financial
analysis and an in-depth operational assessment were conducted. The operational assessment was based on observations
at the manufacturing factory and interviews with both the shop-floor and management team. The assessment identified
the biggest challenge as inventory control at their retail stores as the revenue generated did not reflect the amount of stock
ordered by the stores. It became more evident, as management rolled out the stock management process, that some
employees at the retail stores were inflating the stock orders and undercounting the stock in the store.

The Kaizen programme was introduced after the completion of the Vuselela programme to cement the culture of continuous
improvement with a strong focus on promoting employee involvement and empowering them with the right tools to solve
problems at the production level. Most of the employees do not have a high school education and for this reason, this
programme was tailored to suit their needs. The implementation was done through formalised workshops where Kaizen
tools such as process mapping, bs, 3Cs problem solving and waste were introduced and the teams were given projects
to implement the tools on the shop floor with assistance.
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Projects implemented
58

The teams removed the clutter and freed up working space in their respective stations by taking out all the objects that
were not required for the specific process and product as seen in Figure 16. At the beginning of the process, teams identify
what was needed for the job and brought only those items to the workstation. A noticeable improvement in the team's
morale was observed. This was attributed to their involvement in improving their workspace for their benefit, making their
work easier and less stressful.
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FIGURE 16: SHINE EVERYDAY PRODUCTS — 5S IMPLEMENTATION

Inventory management

An inventory management system was implemented to ensure proper management and control of inventory at the stores
where the majority of the stock was disappearing. This was later rolled out to the logistics department from pick-up at the
factory to drop-off at the stores and customers'/distributors’ locations. The standard operating procedure in Figure 17 was
developed to guide the store assistants with managing the stock in the store using the First In First Out (FIFO) rule, to
avoid retaining old stock in the store.

This procedure details all the activities that need to be performed to ensure proper control of stock movement in the stores.

STOCK MANAGEMENT STANDARD OPERATING
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FIGURE 17: SHINE EVERYDAY PRODUCTS - STOCK MANAGEMENT OPERATING PROCEDURE

productivity sa | ANNUAL REPORT 2021/22



This includes using the stocktaking sheet and delivery shown in Figure 18 below. The stocktaking sheet allows the team to
keep an accurate track of physical stock in the stores, showing what has been sold, and what is unsold. The delivery note
(or the dispatch note) provides a list of the products and quantity of the goods included in the delivery. This is a checklist
to confirm that everything that was ordered is in the delivery and allows the recipient and the driver to co-sign as proof of
delivery. The signed delivery note confirms that both the driver and recipient of the delivery are satisfied with the contents
delivered and all the goods can be accounted for.
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FIGURE 18: SHINE EVERYDAY PRODUCTS - STOCK CONTROL TEMPLATE

Process mapping

The information for the process map was collected through interviews and brainstorming sessions with the team members,
and through analysing process documentation available. It is worth noting that human resources and finance were excluded
from the map because these functions are outsourced to relevant experts. Outsourcing these functions allows the team
to focus on core strengths. The business activities in different departments were identified and listed on flip charts, then
transferred to a map to establish the flow as seen in Figure 19.This allows the team to visually communicate the important
details of a process, highlight bottlenecks and waste, streamline work processes and build understanding.

Once the map was completed, the teams identified the bottlenecks in the process and brainstormed ideas to improve the
processes. The teams used Problem Solving as a tool to guide and monitor the implementation of the proposed activities
from the brainstorming session.
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FIGURE 19: SHINE EVERDAY PRODUCTS PROCESS MAP

Problem solving

After the process map was completed, it was reviewed and used to facilitate improvements within the company. Inefficiencies
such as bottlenecks and waste were identified and assigned to the team for problem solving. The 3Cs template in
Figure 20 was used to guide the team on how to solve the problem and allocate resources and responsibilities. The template
was later revised and customised, as shown in Figure 20, to suit the company’s needs.
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FIGURE 20: SHINE EVERYDAY PROBLEM-SOLVING TEMPLATE
Some of the problems identified were as follows:

e Long mixing time
e Lack of storage space
e Packaging material waste.

The template guides the team to interrogate what caused the problems and what the solution could be. The template
also incorporates the Plan, Do, Check, Act (PDCA) cycle which enables them to plan the resources need and track the
implementation progress. They can also establish whether the implementation would be immediate or in the long term
and whether it requires more external expertise.

Conclusion

The implementation of both the Vuselela and Kaizen programmes were practical and a low-cost approach, which created an
atmosphere where employee suggestions are valued. The team morale and communication have also improved with regular
feedback from the stores regarding the quality of the products received from the factory. The problems identified were seen
as an opportunity to improve and thus the team was able to reduce the cycle time for mixing the dishwashing liquid by
approximately 45 min and minimise material waste. The company's housekeeping improved and the working space has been
maximised with standardised process sequence. The stock management procedure has enforced proper inventory control
discipline throughout the stores, which has resulted in improved and regular stocktaking with all the stock accounted for.

The implementation was successful because the top management was fully committed to the programme and supported the
teams. To fully embrace the continuous improvement culture, the team should continuously look for areas of improvement
and review the implemented ideas.
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Northern Cape and Free State relationships: Overview

The Northern Cape and the Free State provinces form part of Productivity SAs Region 3. Productivity SA ‘s Region 3 includes
Northern Cape, the Free State and the Western Cape. The regional office is in Cape Town. Service delivery to these two
provinces is challenging, given accessibility constraints and, more importantly, the absence of a permanent physical presence
in both these provinces. Under these trying circumstances, Productivity SA must rely on the assistance and support of
various stakeholders in the rollout of services within these two provinces.

The Northern Cape is South Africa’s single biggest province in terms of size but a small contributor to national GDP The
economy of this vast, sparsely populated province (less than 3% of the country’s population live in the Northern Cape)
focuses on iron ore and manganese mining, renewable energy, tourism and agriculture. Productivity SA has over the years
established sound and fruitful working relations with the Northern Cape Government'’s Department of Economic Development
andTourism and, in particular, its Small Business Development unit. This sound working relationship enabled Productivity SA
to train 38 Productivity Champions in the province, to assist 37 enterprises, and to provide assistance to 58 SMMEs. Support
provided by the Kimberley-based Northern Cape Chamber of Commerce and Industry (NOCCI) requires special mention.

As is the case with the Northern Cape, the Free State is a relatively big but sparsely populated province. A formalised
relationship with the Department of Economic, Small Business Development, and Tourism & Environmental Affairs (DESTEA)
resulted in in Productivity SAs being able to support 93 enterprises and 134 SMMEs during the financial year, primarily in
Mangaung, Botshabelo, Thaba Nchu, and Harrismith areas of the Free State. Five BT&R projects commenced during the
2021/22 financial year. During the year, an MoA was formalised with the Business School of the University of the Free
State. The Mangaung Chamber of Commerce and Industry (MCCI) played a valuable role in assisting Productivity SA in its
endeavours to grow its presence in the province.

e A
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3. REGION 3: KWAZULU-
NATAL, EASTERN
CAPE AND
MPUMALANGA

Flepu Hardworkers (Pty) Ltd

Province: Eastern Cape
Intervention: BT&R
Written by: Mr Chriss Bondo

Company background

Flepu Hardworkers Pty (Ltd) was founded by Vuyisile Flepu
in 2003. The business was registered and started trading
formally in 2015. The business is registered as a private
company with the Companies and Intellectual Property
Commission (CIPC).

The business specialises in silviculture activities, servicing
the MTO Forestry’s operation in the Tsitsikamma Storms
River Village in the Eastern Cape area, notably Lottering and
Witelsbos. Standard silviculture practices as per the MTO
best operating practices are carried out in daily operations
and include the following activities: land preparation, marking
and pitting, planting of the seedlings, tending, blanking,
pest control, fertilising, commercial weeding, pruning,
slashing, environmental weed control, firebreak preparation,
conservation area management as well as rehabilitation and
fire protection activities.

Company information is as follows:

Registered company name Flepu Hardworkers (Pty) Ltd

Trading name Flepu Hardworkers

Company registration no. 2014/251851/07

Directors Mr Vuyisile and Mrs
Sindiswa Flepu (50% / 50%
shareholding); Mr Flepu is
the CEO

Contact person Mr Vuyisile Flepu

395 Darnell Street,
Stormsriver Village,

Physical address

Tsitsikamma
Cell no. 087 701 0891
Office email admin@flepu.co.za
Accountants Kuyasa SA Professional

Accountants

Accountants contact no. 041 354 5008

Flepu Hardworkers believes that the main competitors in the
selected target markets are WC Witcher, Umthi Contractors
and Kettledas & Sons.

Company vision

The business vision is to work towards an accident-free
workplace through effective training and compliance with
legislative requirements and will strive to eliminate any
foreseeable hazards which may result in property damage,
accidents or personal injuries or illness.

Company mission statement

Flepu Hardworkers is committed to the health and safety of
its employees. We are committed to continuous improvement
towards an accident-free workplace through effective training.

Company products and services

Land preparation, marking and pitting, planting of the seedlings,
tending, blanking, pest control, fertilising, commercial
weeding, pruning, slashing, environmental weed control,
firebreak preparation, conservation area management as
well as rehabilitation and fire protection activities.

Reasons for requiring the Business Turnaround and

Recovery intervention — challenges

e Flepu Hardworkers is a well-established running
concern with a good track record regarding the
rendering of silviculture-related services. Flepu
Hardworkers has currently two contracts secured
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Company structure
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| | 1
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Team Captain Team Captain Team Captain Operatmna_l readiness
mechanic (future
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FIGURE 21: ORGANOGRAM

with MTO Forestry. The company successfully grew
over the past ten years from only 12 employees to
120 employees and expanded its assets through

the purchase of two personnel carriers. Flepu
Hardworkers is, however, experiencing cash flow
constraints and needs funding from an investor to
purchase a third passenger carrier, due to increased
numbers of employees.

Competition in the silviculture and forestry market is
fierce and operating most of the business activities
in the sector is a challenge, especially with MTO
Forestry determining the way subcontractors such
as Flepu Hardworkers must operate. Although an
agreement exists between Flepu Hardworkers

and MTO Forestry, the company's profit margins
were low. During 2020 the company survived the
consequences of the COVID-19 total lockdown
period but took a terrible knock as far as cash flow is
concerned, due to the lack of marketing orientation
and the non-existence of a marketing plan. There was
therefore a need for development of a marketing
strategy and plan for the business to identify new
markets and develop strategies to penetrate these
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new markets, and develop a website and align it to
the new marketing strategy and plan.

Flepu Hardworkers, as a company operating in

the silviculture industry, needed human resources
support, especially in terms of job descriptions,
organisational policies and an overall organogram
that would allow for greater flexibility, adaptability
and productivity. The outcomes of this intervention
would allow Flepu Hardworkers to become more
professional, enhance and improve allocation of work,
and allow the company to be compliant in terms of
health and safety, employment conditions and staff
discipline and grievance procedures as required by
their clients and customers.

During 2020 the company survived the consequences
of the COVID-19 total lockdown period but took a
terrible knock as far as the cash flow is concerned.
Due to the absence of a standard, consistent way of
carrying out daily operations, this has led to a MTO
issuing Flepu Hardworkers with non-conformance
for the work they had completed. Development and
documentation of a standard operating procedures
will assist the employees to clearly understand what



is expected of them and will also reduce training time that the business will need to invest in making sure the quality
of work rendered to clients is to satisfactory standards as specified by the clients.

Business Turnaround and Recovery (BT&R) strategy

Competition in the silviculture and forestry market is fierce and operating most of the business activities in the sector is a
challenge, especially with MTO Forestry mostly determining the way subcontractors such as Flepu must operate. Although
an agreement exists between Flepu Hardworkers and MTO, the profit margins were low.

Sales increased by 13.9% compared to a much higher increase in overhead costs of 37.3%. This resulted to a negative
contribution to the operating profit margin. In contrast, labour costs increased by only 8.5%, partially offsetting the decrease
in the operating profit margin.

The asset turnover rate decreased which indicates that the utilisation of assets declined and had a negative impact on the
profitability of the business.

During 2020 the company survived the consequences of the COVID-19 total lockdown period but took a terrible knock as
far as the cash flow is concerned. Due to the lack of marketing orientation and the non-existence of a marketing plan, it
was a priority to develop a marketing strategy and plan for the business to identify new markets and develop strategies to
penetrate these new markets, such as a website aligned to the new marketing strategy and plan.

Flepu Hardworkers is, however, experiencing cash flow constraints and needs funding from an investor to purchase a third
passenger carrier due to the increase in employee numbers.

The BT&R involvement/interventions
TABLE 39: BT&R INVOLVEMENT AND INTERVENTIONS

Name of Intervention Issue/Challenge Intervention Actions Outcome - Completed

1. Sales and marketing e |ack of marketing orientation | e Study the current market Marketing strategy
strategy Limited number of clients trend in the industry ® Increase market share by 5%
Low market share Acquired one additional client

2. Business plan Flepu Hardworkers is Development of a business e Apply for a grant for Flepu Hardworkers.

experiencing cash flow plan to guide Flepu
constraints due to Hardworkers on the financial
COVID-19 lockdown management of the business

3. Human resources Policies are non-existent Develop HR policies and Standardised job descriptions for all staff

e Lack of job description procedures within the company
¢ No organogram in place ¢ Develop the organogram e Greater professionalism of the company/
* No job grading e Develop clear and concise business

job descriptions Company-specific policies and procedures
that will ensure greater adherence to health
and safety specifications, better financial and
administrative control, standardised reporting

and greater HR effectiveness and efficiency

Misplacement of orders Collect current information
No tracking of orders within * Map the current process

Standard process
Consistent client interface process

4. Order management
system

the system e Eliminate non-value-added e Efficient management of order fulfilment
® Long turnaround time activities process
e Develop the order process
flow chart

Train the order personnel

No standards in place Collect the data relevant to
Workers not meeting completing the work Record keeping and knowledge sharing
customer specifications Map the current process Skilled workers

Lack of knowledge Eliminate the non-value- e Standard process

Many errors within the added activities.

process Develop the SOP

Train the workers

5. Standard operating Reduced time invested in training.

procedures

productivitysa | ANNUAL REPORT 2021/22

113



114

Results
Intervention 1: Sales and marketing strategy

e |ncrease market share by 5%

e Acquired one additional client

e The introduction of a new product or services every
year.

Intervention 2: Business plan

e Apply for grant for Flepu Hardworkers
e |mproved financial management
e |nvestment in new product lines.

Intervention 3: Human resources

e Standardised job descriptions for all staff within the
company

e Company-specific policies and procedures that
will ensure greater adherence to health and safety
specifications, better financial and administrative
control, standardised reporting and greater HR
effectiveness and efficiency

e A company organogram that is aligned to the needs
of Flepu Hardworkers, which sets out reporting and
communications structures and addresses the needs
for a flexible and adaptable staffing structure to
accommodate change and work allocation depending
on the needs and requirements of clients and
customers

e HR policies and procedures based on the need
for productivity measurement and performance
according to contractual obligations

e Compliance with the Basic Conditions of Employment
Act (BCEA) and labour legislation requirements
(alignment and integration)

e Greater professionalism of the company/business.

Intervention 4: Order management system

e Standard process
e Consistent client interface process
e Efficient management of order fulfilment process.

Intervention 5: Standard operating procedures

e Reduced time required for training

e Record keeping and knowledge sharing
Skilled workers

e Fewer errors made in production.

Highlights of the project
Intervention 1: Sales and marketing

e Market penetration — continue more aggressively
in the current market with current products,
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following the cost-leadership strategy. If correctly
implemented, this will allow Flepu Hardworkers to be
more competitive on price, and improving on service
and on-time deliveries should gain market share back
from the competitors. It is the least risky approach
and can benefit Flepu Hardworkers accordingly.

e Product development — developing new products
or services, using alternative materials and therefore
expanding the product range. Flepu Hardworkers
management is already exploring new avenues and
needs to implement a system where new product
ideas must be generated and assessed, and hopefully
implemented. This will enable Flepu Hardworkers to
gain market share with a one-stop service and show
the market that the company is an innovator and
game changer.

e Market development - this could be a bit trickier,
but Flepu Hardworkers needs to investigate
different markets for existing offerings. This could be
geographically (other parts of the country) or different
sectors (furniture, timber products, agriprocessing
and so forth). The time and cost involved to find and
convince new market segments could be prohibitive,
but Flepu Hardworkers is urged to start investigations
and research, and keep eyes and ears open for such
opportunities.

e Diversification - this is the riskier of the four options
and involves new products for new markets. Although
this option is on the radar for Flepu Hardworkers,
it is probably not a priority at this stage. Flepu
Hardworkers should note this option, and through
the new idea generation process, ideas might be
triggered to support this approach.

Intervention 2: Business plan

e Application of sound financial management within
Flepu Hardworkers

e Concentrate on and constantly scan the market for
opportunities.

Intervention 3: Human resources

The implementation of this HR engagement will allow
Flepu Hardworkers to comply with HR and labour legislation
requirements as company documents, processes and
procedures are now in-line with what is required.

In addition to this, the job descriptions provide guidance
and direction on the qualifications, skills, experience
and expertise needed to fill the relevant positions in the



company. The policies and procedures, once implemented, will allows for greater professionalism, compliance, management,
communication, and discipline within the company. This, linked to the company organogram, will ensure greater productivity,
efficiency, and effectiveness in both operations and overall administration of Flepu Hardworkers.

Intervention 4: Order management system

e Standard process
e Consistent client interface process
e Efficient management of order fulfilment process

Interventions 5: Standard operating procedures.

e Reduced time invested in training

e Record keeping and knowledge sharing
e Skilled workers

e Quality process

e Quality service rendered to clients.

Project innovation

Market penetration — continue more aggressively in the current market with current products, following the cost-leadership
strategy. If correctly implemented, this will allow Flepu Hardworkers to be more competitive on price, and improving on
service and on-time deliveries should gain market share back from the competitors. It is the least risky approach and can
benefit Flepu Hardworkers accordingly.

Product development — developing new products or services using alternative materials and therefore expanding the
product range. Flepu Hardworkers management is already exploring new avenues and needs to implement a system where
new product ideas must be generated and assessed, and hopefully implemented. This will enable Flepu Hardworkers to
gain market share with a one-stop service and show the market that the company is an innovator and game changer.

Results and impact
TABLE 40: RESULTS AND IMPACT

Baseline Measure

(productivity- Target
Interventions KPI Measure KPI related) Measurement Impact
Business Plan Annual turnover Revenue Current year 5% R2 004 795
R1 909 329

Human Resources Talent retention rate Current employees 53 100% 53 employees

remained with the

company
Sales and Marketing = Customer retention Current customers 1 100% 100% customer
Strategy rate retention achieved
Order Management Customer order Number of orders 10 50% 15 orders are

Systems

information rate

processed per week
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Makenzo Construction and Trading

Province: Mpumalanga

Intervention: Kaizen programme

Written by: Nathi Mthethwa, Snr Productivity
Practitioner

Makenzo Construction and Trading is a 100% Black-owned and 51% woman-owned company that was established in 2014.
It is the first Black-owned company aluminium manufacturer in Middelburg. Its core business is

e manufacturing of aluminium and glass products,
e damage control on existing jobs, and
e building renovations and maintenance.

Makenzo is registered with the Association of Architectural Aluminium Manufacturers of South Africa (AAAMSA)and the
South African Glass and Glazing Association (SAGGA); both associations are SABS-approved.

Vision: To be a respectable contractor, always delivering beyond expectation.

Mission: Give satisfaction to all our customers, employees, stakeholders and interested parties whenever possible and
strive to exceed their expectations.

Reason for partnering with Productivity South Africa.
Company challenges are described below.

e Reducing the cost of doing business by better cost management

e Skills drain: people lost to other companies

e Quality of work being done needs attention

e Long turnaround times which affects payment and consequently cash flow for the business
e COQVID-19 constraints on production and the market situation.

Makenzo Construction needed defined processes such as 5S in the workspace, especially during production improvements.
The SEDA/Productivity SA intervention on improvements helped the company to implement 5S, emphasising the importance
of working in a clean, tidy and safe environment.

Actions taken

5S training was implemented after introduction to and training of all employees in the process. The production floor and
stores have been the first departments where 5S has already initiated; in the coming months the company is hoping to
start doing audits.

The company was not documenting the quality. The company saw the importance of keeping records of everything that is
implemented in the factory and the need to follow up the results. Makenzo uses a customer satisfaction survey to measure
quality and repeat business.
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APPLICATION OF 5S PRINCIPLES:
Factory floor: Before 5S Factory floor: After 5S

Performance results

e Efficiency level. Introduction and formalised production processes has seen a steady improvement in efficiency levels
over the past months.

e Quality. A new trend of collecting data for indicators such as customer complaints has enabled monitoring quality
performance. Over the relevant period there has been a steady improvement since measurements began.

e \Wastage. There was no wastage data available and none was measured during initial period of implementation. There
has since been an effort to start capturing reworks and reject rate during production, analysis and monitoring.

e Communication. Monitoring and documenting of meetings during the baseline period was not being done. Currently,
as a measure of effective communication, there are documented minutes which list improvement issues, to track
this indicator.

e 5S activities. This journey has already begun, especially on the shop floor where sorting S1 to S3 has already been
covered, followed by S4. Audits were planned to start early in 2022.

e Processes. Work processes were initially not properly documented and formalised. Current improvements have
ensured a visual approach to monitoring performance of processes. Having these in place ensured the continuous
monitoring of processes on the shop floor.

e New premises acquired. Regardless of the challenges highlighted above, the company managed to open another
branch in Pretoria, Gauteng.

Makenzo is looking into investing in a glass toughening market, based on the business case. All aluminium companies
use toughened glass in their factories and buy in Gauteng because it is the nearest place to Mpumalanga. Makenzo has
identified a gap in the market for both Limpopo and Mpumalanga provinces where they do not have toughened glass
suppliers. There is already a business case at an advanced stage, which is due to be implemented soon.
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EFFICIENCY (Plant usage) QUALITY (Recuts/Reworks)

80% 40%
70% 35%
60% 30%
50% 25%
40% 20%
30% 15%
20% 10%
10% 5%
0% 0%
BASELINE Actual BASELINE Actual
QUALITY (Customer complaints) SAFETY (Lost time injuries on duty)
15% !
0.8
10% 0.6
0.4
5%
0.2
0% 0 —
BASELINE Actual BASELINE Actual

KwaZulu-Natal Exporters Competitiveness Programme: Overview

The KwaZulu-Natal Exporters Competitiveness Programme (KECP) was the first of its kind launched in 2018. It is funded
by the EDTEA in partnership with TIKZN and Productivity SA. EDTEA, under its entity, TIKZN rolled out the second
installation of the KECP in 2021/22, which is implemented by Productivity SA. The programme implements productivity and
competitiveness enhancement initiatives, with the focus on operational efficiency within exporting or potential exporting
clients. The programme looks at improving the productivity and competitiveness of enterprises through the following:

e |mproved value chain efficiencies
e |Implementing clusters for improving industrial competitiveness
e Collaborative relations and implementing processes of continuous improvement.

The programme aims to assist organisations in ensuring sustainability and growth within their operations and positioning
them for accessing and growth in export markets.

The KECP is a clusterbased programme with the objective of creating an information-sharing and lessons learnt platform
for operations management activities and challenges.

The Emerging Exporters programme is a sixmonth intervention while the Large Exporters programme is ten months long.
The programme is implemented in partnership with stakeholders in the enterprise development and support ecosystem
to support businesses holistically. The focus is on productivity and innovation, and value chain efficiency, as well as export
market access through clustering of enterprises. Some of the outcomes of the programmes are the following:

e |mproved productivity

e |mproved profitability by reducing cost and improving resource utilisation

e |Improved operational efficiency by improving resources utilisation, reducing cost, improving quality and decrease
waste and to sustain and create jobs.
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In 2018/19 20 enterprises were supported. The 2021/22 project aimed at support for 95 interventions in 55 enterprises ranging
from productivity awareness, kaizen capacity building, kaizen projects, benchmarking and full lean projects. The project
kicked off in July 2021; support to 40 enterprises was closed off with the remaining 15 were completed by August 2022.

TABLE 41: OVERALL INTERVENTIONS JULY 2021-MARCH 2022

1. Productivity 2. Kaizen Capacity 3. Emerging Exporters 4. Medium to Large

Awareness Building Programme Exporters Programme 5. Benchmarking

e 3 sessions held e 1 month e 6 months e 10 months e 2 months

e 45 enterprises e 2 clusters e 2 clusters e 1 cluster e 10 enterprises
e 20 enterprises e 11 enterprises e 4 enterprises

One medium-to-large cluster (ten-month programme) was formed for large companies that are exporting; two emerging
clusters (sixmonth programme) were formed for small to medium organisations that are exporters or potential exporters.
The programme is rolled out in four stages outlined below.

TABLE 42: STAGES OF PROGRAMME ROLLOUT

Stages

Stage 1:
Assessment of Company/Diagnostic

Stage 2:
Capacity Building and Process Flow
Mapping

Stage 3:
Implementation

Stage 4:
Monitoring and Evaluation

Activities

Financial assessment/diagnostic to assess
finance-related opportunities for improvement within
the enterprise.

Operational assessment/diagnostics to assess
operations-related opportunities for improvement
within the enterprise

e |dentification & capacitation of Productivity
Champions on lean tools/continuous
improvement methodology

e Process mapping exercise

e Scope of improvement interventions

e Develop a productivity improvement
measurement system

e An action plan/way forward

Implementing identified improvement initiatives
Implementing and coaching on productivity tools/
technigues

Put measurement dashboard in place.
electronic/visual management system

Outcomes

A diagnostic report highlighting focus
areas for improvements that would
improve productivity and profitability
within the enterprises

e |dentify constraints within the
value chain, opportunities to
reduce/eliminate waste, and
improve productivity

e Capacitate internal champions

e Set objectives and identify area of
improvements.

Implement project to impact the
productivity measures and profitability

Tracking performance improvement,
and ensuring sustainability
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The organisations which featured in the KECP were selected from a host of applicants through an adjudication process that
assessed these applicants according to the following criteria: organisations within the key focus sectors, Black ownership,
women ownership, ownership by young people, ownership by persons with disabilities; a further criterion was whether
the organisation is exporting or planning to enter the export market.

Projects agreed upon and implemented with each organisation looked at improving one of the impact measures depicted
below.

Increase
Productivity
Improvement in Increase in
Efficiency Volumes/ Qutput
Impact
Measures
Improvement in Reduction in
Quality Waste
Improvement
in Resource
Utilisation

FIGURE 22: IMPACT MEASURES OF PROJECTS IMPLEMENTED IN VARIOUS ORGANISATIONS

Programme success factors

As a result of the clusterbased approach, we have seen how sharing of experiences and operational challenges has
led to organisations empowering each other, and that there is more effective and efficient growth towards excellence.
Organisations also forge bonds that last beyond the lifecycle of the programme by enriching each other through business
growth and sharing of lessons learnt.

We have also seen the growth of the kaizen practitioners through enforcing best practices within their organisations and
by being ambassadors for productivity and competitiveness improvement.

The overall impact will be evaluated in 2022. These 45 enterprises have a total of 2 762 employees and contribute
R1 087 billion to KZN’'s GDP. These enterprises are 84% Black-owned businesses and 36% are owned by women.
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