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1. PUBLIC ENTITY'S GENERAL INFORMATION

Registered Name Unemployment Insurance Fund

Registration Number Schedule 3 A Public Entity, established in terms of Section 4 (1) of the
Unemployment Insurance Act, 63 of 2001 as amended

Physical Address 230 Lillian Ngoyi Street, Pretoria, 0002

Postal Address PO Box 185, Pretoria, 0001

Telephone Number/s (012) 3371700

Toll free Number (0800) 843 843

Call Centre 0800 030 007 (012) 337 1680

Website www.labour.gov.za www.ufiling.co.za

External Auditors Auditor General South Africa, 4 Daventry Street, Lynnwood Bridge

Office Park, Lynnwood Manor, Pretoria, SA

Bankers First National Bank, 6th Floor, 1st Place Bank City, Cnr Simmonds &
Pritchard Streets, Johannesburg, 2001

ABSA Bank, ABSA Towers, 15 Troy Street, Johannesburg, 2001

Standard Bank, 9th Floor, Standard Bank Centre, 5 Simmonds Street,
Johannesburg, 2001

Nedbank, 135 Rivonia Road, Sandown, 2196
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2. LIST OF ABBREVIATIONS/ACRONYMS

ABBREVIATIONS/ DESCRIPTIONS

ACRONYMS

AFS Annual Financial Statements

AGSA Auditor-General of South Africa

B-BBEE Broad-Based Black Economic Empowerment
CEO Chief Executive Officer

CFO Chief Financial Officer

DG Director-General

DPSA Department of Public Service and Administration
ERP Enterprise Resource Planning

ICMS Integrated Claims Management System
MoU Memorandum of Understanding

MP Member of Parliament

MTEF Medium Term Expenditure Framework

PIC Public Investment Corporation

RAC Regional Appeals Committees

SAC Single Adjudication Committee

SARS South African Revenue Service

SCM Supply Chain Management

SMEs Small and Medium Enterprises

SMMEs Small, Medium and Micro Enterprises

UIA Unemployment Insurance Act

uiC Unemployment Insurance Commissioner
UICA Unemployment Insurance Contributions Act
UIF Unemployment Insurance Fund

UIFB Unemployment Insurance Fund Board

SAC Single Adjudication Committee

SACCI South African Chamber of Commerce and Industry
SCOPA Standing Committee on Public Accounts
SCM Supply Chain Management

TERS Temporary Employer/Employee Relief Scheme
TLS Training Lay-off Scheme

TOU Training of the Unemployed

USsD Unstructured Supplementary Service Data
uiC Unemployment Insurance Commissioner
UICA Unemployment Insurance Contributions Act
UIF Unemployment Insurance Fund
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3. ACCOUNTING AUTHORITY'S FOREWORD

The Unemployment Insurance Fund as one of the Department of Employment and Labour’s labour market
instruments, plays a key role in assisting the Department to fulfil its mandate of creating employment and
preserving jobs. Indeed, UIF has stepped up to the plate with the COVID-19 Temporary Employer/Employee
Relief Scheme (TERS) that formed part of the R 500 billion stimulus package announced by President
Ramaphosa as one of government’s interventions to ameliorate the harmful effects of the COVID-19
pandemic to the economy.

The COVID-19 TERS benefit is widely acknowledged as one of the most successful
government interventions which saw billions of rands being disbursed to benefit a
huge number of workers affected by Covid-19 lockdown regulations. In our view, the
relief scheme has certainly helped to ensure that economic activity is not interrupted
as the wage subsidisation enabled some workers to have cash to buy goods and

pay their bills.

Despite COVID-19 TERS's great success, the implementation of the scheme
has been fraught with many challenges, which drew criticism from various
quarters. The lack of proper controls and weaknesses that were pointed out
in the Auditor General’s report issued in August 2020 exposed the scheme
to fraud and corruption.

The Fund’s Risk Management Unit working in collaboration with law

enforcement agencies managed to have about fourteen individuals

arrested and charged for defrauding the Fund. The arrests have assisted in
motivating some employers to return funds that may have been erroneously
paid, whiles others were forced to return the funds through our “follow the
money” verification project.

The COVID-19 pandemic has negatively impacted on the investments
portfolio, particularly the Socially Responsible Investments (SRI). Whilst
thousands of jobs were previously sustained through this portfolio, the
pandemic has created significant disruption to economic and financial
sustainability of these businesses. This has resulted in most of them
underperforming. This, together with the need for liquidity in the portfolio
to fund COVID-19 relief payments has prompted us to take the tough
decision to halt further investment in unlisted investments. This
measure will be re-assessed once relief benefits payments
are withdrawn.

The Fund has performed dismally during the 2020/2021
financial year; it has dropped from a high of 73% in
the previous financial year to 33% in the year under
review. During the years 2016/17 to 2019/20 the
Fund’s performance has been following an upward
trend, steadily improving from 50% in 2016/17, 58%

in 2017/18,63% in 2018/19 to 73% in 2019/20.

However, the setting in of COVID-19 TERS pandemic
during the first quarter of the 2020/21 financial year
coupled with hard lock down restrictions had an
impact in the implementation of our business plans.

This was further exacerbated by the doubling of key
performance indicators from 15 to 30, and 20 (66.3%)
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out of 30 targets were not achieved. Of the 20 unachieved targets, 12 (60%) were negatively impacted by
COVID-19TERS. The Fund'sresources (human, financial and time) were mobilized towards the implementation
of the COVID-19 TERS resulting in; new system and processes introduced for payment of the new benefit and
training of staff on the new benefit scheme.

Whilst the dismal performance of the Fund is quite concerning, the Fund has put in place systems to
strengthen performance review practices across business units in order to, among others track progress
towards the achievement of quarterly targets, review implementation and operational processes, strengthen
performance accountability and consequence management, and strengthen measures to track remedial
action.

The Department has instituted a tight mechanism to monitor progress on both the performance on key
indicators and audit action plans of the UIF. The Director-General working closely with the UIF advisory
board and management will engage regularly to ensure audit action plans and remedial actions for non-
performance are implemented.

T.M LAMATI

DIRECTOR-GENERAL
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4. COMMISSIONER’S OVERVIEW

The financial year 2020/2021 has been one of the most challenging year in South Africa and indeed the whole
world as a result of the COVID-19 pandemic. Globally, we experienced the inevitable consequences of the slowing
down of economic activities as a result of the restrictions on the movement of people as part of government’s
nationwide lockdown in a quest to flatten the COVID-19 curve.

Following the declaration of a State of Disaster by the Honourable President Ramaphosa, the country was put
under a nationwide lockdown. The lockdown started from 26 March 2020 as one of the mechanisms to contain
the spread of the Coronavirus. It was already anticipated that the decision was going to significantly impact on the
South African economy, particularly employers and employees that operated in sectors that were

regarded as non-essential.

The lockdown required a highly coordinated government response mechanism to ameliorate
the harmful effects of the lockdown on the economy. To reduce the impact of the lockdown on
job security and livelihoods, the Unemployment Insurance Fund (UIF) introduced a COVID-19
Temporary/Employer Employee Relief Scheme (COVID19TERS) to provide relief benefit to
workers affected by lockdown. COVID19TERS was initially intended to run for a duration
of the initial 21 days for which the national lockdown was announced. However, the
lockdown had since been extended for a number of months which meant that the Fund

also had to extend the relief it was providing to employees and employers.

The Minister of Employment and Labour issued a number of Policy Directives

relating to the introduction, management and amendments of COVID19TERS. A new

ICT system was developed to implement the COVID-19TERS project. The new ICT
system provided a platform through which claims and payments were received and
processed electronically. The scheme was successfully implemented and by 31
March 2021, close to R 55.8 billion was paid out to affected employees.

In order to implement the COVID-19TERS, the Fund mobilised human, financial,
technological and time resources. A new system and processes were introduced
for the payment of the new relief scheme and staff were trained on the new system.

Capacity was also built to deal with claims volumes caused by massive retrenchments
and layoffs. About R 14.6 billion of normal benefits were paid in 2018/19 and in
2019/20 this went down to R 8.9 billion.

In terms of Covid - 19 TERS benefits, the Fund spent about R 55.8 billion
to cover wages of a significant number of employees affected by
lockdown regulations. Notwithstanding this achievement, the
Fund has consequently suffered massive financial outflows
such that there is less left to pay for any COVID-19TERS at
the half the cost of the financial resources spent towards
COVID-19TERS.

Whilst the Fund, through the COVID-19TERS has positively
impacted on the preservation of jobs and livelihoods,
the performance of the Fund against its predetermined

objectives suffered. The overall performance of the Fund

dropped from the 2019/2020 performance rate of 73%
to 33% in 2020-2021. The poor performance of the Fund
was largely attributable to the focus and efforts that the

Fund directed towards the COVID-19TERS.

At the height of COVID-19 hard lockdown, the Fund operated
with limited staff capacity, and other worked from home. The
tools of trade on the other hand largely remained the same/or
limited. Of the 20 unachieved targets, 12 were negatively impacted
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by COVID-19. Furthermore, the 2020/21 FY coincided with the doubling of the Fund’s indicators from 15 in 2019-
2020 to 30in 2020-2021. There was also management instability as almost half of the Fund's executive committee
was put under suspension following the AGSA’s audit of the COVID-19TERS. All these factors collectively impacted
on the Fund's poor performance against its predetermined objectives.

Another notable concern is the limitation of scope that the 2020-2021 external audit process experienced in a
number of areas. Going into the future, the Fund will need to strengthen its governance processes and record
keeping in order to ensure that limitations of scope are addressed.

The following are the performance highlights of the financial year 2020/2021:

¢ Unemployment benefits

A total of 984 500 valid claims with complete information were received through various Labour Centres, of
which 855 082 claims were finalised within 15 working days. This translates to 87% against the target of 92%
within 15 working days.

¢ In-service benefits

A total of 105 189 valid claims with complete information were received through various Labour Centres, of
which 90 119 claims were finalised within 10 working days. This translates to 86% against the target of 92%
within 10 working days.

¢ Death benefits

A total of 13 212 valid claims with complete information were received through various Labour Centres, of which
11 284 claims were finalised within 20 working days. This translates to 85% against the target of 92% within 20
working days.

¢ Improved compliance (Registration of employers)

A total of 55 371 newly-registered employers were reported against the target of 80 000. The number was
underachieved by 24 629.

We could not meet our annual targets on the creation of jobs (through our funding and investments largely
attributable to the impact of COVID-19 lockdown and restrictions), provision of SMMEs and cooperatives
support. There were funding agreements towards the creation of jobs which could not be implemented owing to
COVID-19 interruptions.

The Fund had expected a surge in the number of new employer registrations in pursuit of the COVID-19TERS.
Instead, a few registered. Many closed down, and retrenched employees. The Fund will implement collaborative
strategies to identify non-registered employers with a view to make them comply.

There was an increase in applications volumes through Online platforms whilst tools of trade and resources
were limited or remained the same. Furthermore, Labour Centres were operating at half capacity to comply with
COVID-19 regulations. These realities together with system downtimes have affected our claims turnaround
times.

Tebogo Maruping

Unemployment Insurance Fund Commissioner




9. STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF ACCURACY FOR THE
ANNUAL REPORT

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

All information and amounts disclosed in the annual report is consistent with the annual financial statements
audited by the Auditor General of South Africa

The annual report is complete, accurate and is free from any omissions.

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

The Annual Financial Statements (Part E) have been prepared in accordance with the Generally Recognised
Accounting Practise (GRAP) standards applicable to the public entity.

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

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

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

In 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 2021.

Yours faithfully

T Maruping T Lamati

o Director-General
Commissioner
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6. STRATEGIC OVERVIEW

6.1 Vision

A caring, accessible and customer centric UIF that contributes towards poverty alleviation.

6.2 Mission

Through multiple channels UIF will provide social insurance benefits and improve coverage to vulnerable workers
and contributors. UIF will further contribute to economic growth through Funding the retention and re-entry of
contributors into employment.

The new mission can be further elaborated as follows:

« Multiple Channels - the UIF will ensure accessibility of its services through various channels and across different
physical locations.

+ Social Insurance Benefits - refers to the following financial benefit claims provided under the Unemployment
Insurance Act, 2001 (Act No.63 of 2001) and Labour Laws Amendment Act, 2016 (Act No.10 of 2016) and paid
out to Ul Contributors:

- Unemployment Benefits
- Maternity Benefits

- lliness Benefits

- Adoption Benefits

- Dependant’s Benefits

- Parental Benefits

* Vulnerable Workers - The UIF will contribute to the improvement of the lives of the vulnerable workers by Funding
their training and business development interventions.

+ Improve Coverage - UIF benefits access is currently limited to employees as defined in the Ul Contributions Act,
2002 (Act No.4 of 2002), and no other persons outside the scope defined in the Act can access the benefits,
including self-employed persons, persons working in the informal sector, artists in the arts and entertainment
and recent graduates. The Act will be amended to increase much-needed coverage of these workers in order to
reduce unemployment and contribute to job creation and entrepreneurship.

* Funding the retention and re-entry of contributors into the employment - in order to improve the lives of the UIF
contributors, ensure their continuation of contribution payments and contribute to economic growth, the UIF will
provide funding for interventions (such as training, business development) that are aimed at enabling retrenched
workers to re-enter into labour market (as employees or as self-employed).

UIF | ANNUAL REPORT 2020/21




6.3 Values

Transparency We will be open to all stakeholders without reservations on dealings within
the Fund
Mutual Respect We will respect our colleagues and stakeholders and treat them as we want

to be treated

Client-Centred Services The customer should be placed at the centre of the UIF's processes and
procedures. Business activities and relief processes should support the idea
of being customer centric

Integrity We will communicate openly, honestly and build relationships based on trust

Accountability We will own up to our responsibilities in relation to our behaviour, actions and
results

Team Work We will involve each other, work together across the organisation, seek ideas
and share solutions

Caring for our people We treat employees with care, dignity and respect. We grow our people for
performance excellence

Excellence We will achieve a total customer satisfaction by providing excellent and

world - class services to our stakeholders

7. LEGISLATIVE AND OTHER MANDATES

1.1 Constitutional mandate

The supreme mandate of the UIF is derived from section 27 (1) (c) of the Constitution of the Republic of
South Africa. The UIF provides social security to its contributors in line with section 27 (1) (c), which states
that “everyone has the right to social security”.

1.2 Legislative and policy mandates

1.2.1 Legislative Mandate

The mandate of UIF is stated in the Unemployment Insurance Act, 2001 (Act No.63 of 2001) as amended.
The UIF was established in terms of section 4(1) of the Unemployment Insurance Act. The Act empowers
UIF to register all employers and employees in South Africa and pay those who qualify for unemployment
insurance benefits. The Unemployment Contributions Act, 2002 (Act No.4 of 2002) empowers the South
African Revenue Service Commissioner and the Unemployment Insurance Fund Commissioner to collect
monthly unemployment insurance contributions.

Section 9 of the Unemployment Contributions Act empowers the UIF Commissioner to collect contributions
from all those employers who are not required to register as employers in terms of the fourth schedule of the
Income Tax Act, 1962 (Act No.58 of 1962) and who are not liable for the payment of the skills development
levy in terms of the Skill Development Act, 1999 (Act No.9 of 1999). These contributions are used to pay
benefits and other expenditure reasonably incurred relating to the application of the Act.

,5 UIF | ANNUAL REPORT 2020/21



1.2.2 Policy Mandate.

The UIF is expected to make a contribution to the following priorities of the sixth administration:

o Priority 1: A Capable, Ethical and Developmental State,
e Priority 2: Economic Transformation and Job Creation,

o Priority 4: Consolidating the Social Wage through Reliable and Quality Basic Services,

Overall, the policy mandate of the UIF is to provide adequate social safety nets to protect vulnerable
workers.

UIF | ANNUAL REPORT 2020/21
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1. AUDITOR’S REPORT: PREDETERMINED OBJECTIVES

The AGSA currently performs the necessary audit procedures on the performance information. The audit
conclusion on the performance against predetermined objectives is included in the report to management,
with material findings being reported under report on the audit of the Annual Performance Report section of
the auditor’s report.

Refer to page 99 of the Report of the Auditors Report, published as Part E: Financial Information.

2. SITUATIONAL ANALYSIS

2.1 Service Delivery Environment- Outputs

+ Unemployment benefits
A total of 984 500 valid claims with complete information were received through various Labour Centres,
of which 855 082 claims were finalised within 15 working days as per the Fund’s service standard. This
translates to 87% claims finalised within 15 working days against the target of 92% outlined in the Fund’s
Annual Performance Plan (APP).

* In-service benefits
A total of 105 189 valid claims with complete information were received through various Labour Centres,
of which 90 119 claims were finalised within 10 working days as per UIF’s service standard. This translates
to 86% claims finalised within 10 working days against the annual target of 92% stated in the UIF’'s (APP).

* Death benefits
A total of 13 212 valid claims with complete information were received through various Labour Centres,
of which 11 284 claims were finalised within 20 working days as per the Fund’s service standard. This
translates to 85% claims finalised within 20 working days against the annual target of 92% stated in the
Fund’s (APP).

+ Improved compliance (Registration of employers)
A total of 55 371 newly-registered employers were reported against the target of 80 000. The number was
underachieved by 24 629.

2.2 Challenges the UIF encountered and corrective measures

During the year under review, the UIF encountered a number of challenges relating to its performance. The
table below outlines performance challenges with regard to services rendered directly to the public and the
corrective measures to be taken to address them.
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No | Performance indicator

Number of jobs created
through UIF Funding and In-
vestment initiatives

Number of newly registered
employers

Percentage of applications
with complete, accurate

and verified information
issued with Compliance
Certificates, tender letters or
non-compliance letters within
specified timeframes

Percentage of valid claims
(Unemployment benefit)

with complete, verified and
accurate information approved
or rejected within specified
time frames

Percentage of valid claims
(In-service benefits; Maternity,
illness and adoption benefits)
with complete, verified and
accurate information approved
or rejected within specified
time frames

UIF | ANNUAL REPORT 2020/21

Challenges

There was a slow intake of
recruits to participate in Labour
Activation Programmes due to
lockdown restrictions, and the
lockdown also affected business
activity which impacted on the
Fund's investments

The Fund had expected a surge
in the number of new employer
registrations in pursuit of the
COVID-19TERS. Instead, a few
registered. Many closed down,
and retrenched employees.

After the announcement of

the UIF COVID-19 TERS by the
Minister in March 2020, the
Compliance team’s focus shifted
more towards COVID-19TERS
related matters with a view to
assist clients who have applied
for TERS.

+ The Fund experienced an
increase in application
volumes through Online
platforms whilst tools of trade
and resources were limited or
remained the same.

« Offices operating at half
capacity to comply with
Covid-19 regulations

+ System downtimes

+ The Fund experienced an
increase in application
volumes through Online
platforms whilst tools of trade
and resources were limited or
remained the same.

+ Offices operating at half
capacity to comply with
Covid-19 regulations

+ System downtimes

Action to be taken to resolve

the problem

Funding agreements entered
into before lockdown restric-
tions to be reviewed to focus
on employment and implemen-
tation of training initiatives to
be closely monitored.

The Fund to revise the invest-
ment mandate and Service
Level Agreement with the
Public Investment Corporation
to ensure and monitor job
creation.

The Fund to continue with the
implementation of the new
Electronic Compliance Cer-
tificate system (eCC online
system) which was newly
introduced on 25 January 2021
to improve performance and
service delivery.

The Fund to continue with the
implementation of the new
Electronic Compliance Cer-
tificate system (eCC online
system) which was newly
introduced on 25 January 2021
to improve performance and
service delivery.

+ Decentralisation of claims
processing to ensure
timeous response to claims
queries.

Data Push from Virtual
Office system to Siyaya
system to reduce the time
spent to finalise a claim
Increase capacity for
processing Online Claims
Innovative Performance
Management system

Decentralisation of claims
processing to ensure
timeous response to claims
queries.

Data Push from Virtual
Office system to Siyaya
system to reduce the time
spent to finalise a claim
Increase capacity for
processing Online Claims
Innovative Performance
Management system
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. Performance indicator Challenges

10

11

Percentage of valid claims
(Deceased benefit) with
complete, verified and
accurate information approved
or rejected within specified
time frames

Number of youths participating
on Public Employment
Programmes

Number of UIF contributors
provided with learning
opportunities

Number of Cooperatives
supported

Number of UIF contributors
Number of SMMEs supported

Percentage of Temporary
Employer Employee Relief
Scheme (TERS) applications
approved / rejected by the
delegated authority within 15
working days.

2.3 Significant Developments
The following are the significant developments, external to the UIF, that have impacted either on the demand
for the UIF services or on its ability to deliver services:

+ The Fund experienced an
increase in application
volumes through Online
platforms whilst tools of trade
and resources were limited or
remained the same.

+ Offices operating at half
capacity to comply with
Covid-19 regulations

+ System downtimes

Recruitment was negatively
impacted by COVID-19
restrictions and lockdown

Recruitment and training could
not commence due to the
COVID-19 lockdown regulations

Programme implementation was
negatively affected by lockdown
and COVID-19 restrictions

Programme implementation was
negatively affected by lockdown
and COVID-19 restrictions

The Single Adjudication
Committee Rulings are issued
with no Arrangement Letters and
thus leading to delays

Action to be taken to resolve
the problem

+ Decentralisation of claims
processing to ensure
timeous response to claims
queries.

Data Push from Virtual
Office system to Siyaya
system to reduce the time
spent to finalise a claim
Increase capacity for
processing Online Claims
Innovative Performance
Management system

Recruitment will commence
in the next financial year once
the COVID-19 situation has
improved.

Recruitment and training will
commence in the next financial
year when the COVID-19
situation has improved and
learning institutions have re-
opened.

Cooperatives support will
commence once the COVID-19
situation has improved and
applicable restrictions lifted

Cooperatives support
will commence once the
COVID-19 situation has
improved and applicable
restrictions lifted

LAP will ensure that Single
Adjudication Committee
rulings include Arrangement
Letters prior the issuing of the
rulings.

+ On the 23 March 2020, the President announced a national lockdown for 21 days from 27 March 2020.
The lockdown necessitated a highly coordinated government response mechanism through the National
Command Council and the Inter-Ministerial Committee on COVID-19. These structures were supported by
Non-governmental organisations. On 26 March 2020 the Minister of Employment and Labour announced
the establishment of the National Disaster Fund to bring relief to workers whose income and earnings
were going to be affected by the lockdown;

« The UIF established the COVID-19 Temporary Employer/Employee Relief Scheme (TERS) to assist
employers with wage subsidisation during the lock down period;

+ During the COVID-19 period, many companies closed down, retrenched employees and only a few new
companies were established.
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Labour Centres and the Fund were operating at half capacity to comply with COVID-19 regulations.
Arrangements were also made for some officials working with benefit claims to work overtime in order to
reduce the backlog and expedite the timeous processing of COVID-19 claims.

+ The Fund also had to liquidate some of its investments in order to pay COVID-19TERS relief benefits.

+ The Fund had to relax some of its requirements such as the submission of the Ul.6-A form which serves
as means to confirm unemployment by a beneficiary who continues to receive the unemployment benefits.

2.4 Organisational Environment

Between September 2020 and October 2020 a number of top and senior management officials (the UIF
Commissioner, Chief Financial Officer, Chief Operating Officer, Director: Supply Chain Management and Chief
Director: Labour Activation Programme) were suspended due to transgressions related to Covid 19 TERS
payments and Labour Activation Programmes. The Department of Employment and Labour moved swiftly
to appoint replacements in acting capacities to ensure that the precautionary suspensions did not affect
service delivery and the attainment of organisational objectives.

Areal time COVID-19 Relief Package audit conducted by the Auditor-General of South Africa on the request of
the President, uncovered governance and internal control challenges related to COVID-19TERS such incorrect
calculation of benefits, payments of benefits to people below the legal age of employment, recipients of social
grants, deceased and people working for government, overpayments, underpayments, duplicate payments
and poor validation control. In response to the COVID-19 Relief Package Audit report, the Fund appointed a
number of audit firms to conduct the post-verification audit through the ‘Follow the money project’.

2.5 Key policy developments and legislative changes

On 23 March 2020, the President of the Republic of South Africa declared a State of National Disaster in
terms of the National Disaster Management Act 57 of 2002. This declaration obligated various government
departments to introduce measures to deal with Covid19 pandemic.

2.5.1 Department of Employment and Labour Policy Directives

The government’s response to COVID-19 for employers and employees affected by the nation-
wide lockdown resulted in the introduction of COVID-19TERS. Between the 25 March 2020 and
4 September 2020, the Minister of Employment and Labour issued 8 Policy Directives relating to
the introduction, management and amendments of COVID-19TERS. This included the foregoing of
several key legislative requirements stipulated in the Unemployment Insurance Act, 2001 (Act No.63
of 2001) in order to accommodate employers and employees that may have not qualified to benefit
from COVID-19TERS.

The Director-General of the Department of Employment and Labour issued an instruction enabling
UIF officials to be classified as performing essential services in order to ensure the implementation
and management of COVID-19TERS project.

2.5.2 Department of Public Service Administration (DPSA) Directives

Between 16 March 2020 and 7 February 2021, the DPSA issued twenty-five (25) Directives relating
COVID-19 pandemic in the Public Service. The Directives covered a wide range of human resources
and occupational health and safety issues including (but not limited to) COVID-19 Containment
measures, ‘No shut down of critical government services’, business continuity in the public service,
working from home, leave for employees affected by COVID-19, Critical services vacancies, public
service adjustments to risk adjusted levels, and Return to Work arrangements.
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2.5.3 National Treasury Directives

The National Treasury issued a number of Instruction Notes. Instruction Note No.5 on Emergency
Procurement in response to the State of the National disaster. The Instruction Note changed
procedures to ensure rapid response towards meeting the procurement needs that arose as a result
of COVID-19.

Additionally, National Government re-adjusted Budget allocations for the 2020-21 financial year in
order to avail additional budget as part of government response to COVID-19 pandemic.

The UIF was directly responsible for the implementation of the Temporary Employer / Employee Relief Scheme
(TERS). The scheme was meant to cover employees who were affected by the lockdown and experienced
partial or total loss of income. This was successfully implemented. By 31 March 2021 close to 55.8 billion
was paid out in benefits. A new ICT system was developed to implement the COVID-19TERS project. The
new ICT system provided a platform through which claims and payments were received and processed
electronically.

Due to lockdowns regulations and restrictions, staff had to work and think differently:

+ Applied the Work from Home concept

+ Greater use of technological tools of trades

+ Holding of meetings and engagements through electronic platforms

+ Building of capacity to deal with claims volumes caused by massive retrenchments and layoffs

2.6 Progress towards achievement of Institutional Impacts and Qutcomes

Impact statement : A labour market which is conducive to decent employment

Outcome Outcome Five year target 2020/21 target Progress
Indicators

Functional Improved Clean audit opinion 100% Target not achieved
and Efficient  audit opinion obtained by March 2024
UIF obtained from

the Auditor 50% (59/119)

General Internal Audit Findings:

30/51=59%
AGSA findings: 29/68=

43%
Wasteful, « 100% elimination of 15% Target not achieved
fruitless and wasteful and fruitless
irregular expenditure 2.6%
expenditures
reduced (R79 897 326.14
at January 2020
R82 019 848.70 for
March 2021) (Increased)
*+ 75% reduction of 10% Target not achieved
irregular expenditure by
March 2024
-6% (R92 777 116.13
at January 2020
R99 063 167.84
for March 2021)

(Increased)
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Impact statement : A labour market which is conducive to decent employment

Outcome

Functional
and Efficient
UIF

Outcome
Indicators

Improved
turnaround
time to pay
suppliers

Improved
resolution
of reported
incidents of
Fraud and
corruption

COVID-19
interventions
implemented

COVID-19 TERS
ICT system
implemented

Identified
COVID-19
cases verified.

Functional
Ethics structure

Five year target

100% valid invoices paid
30 calendar days after
receipt by March 2025

95% resolution of reported

incidents of Fraud and

corruption by March 2024

90% of COVID-19 TERS
applications with valid,
accurate and complete
information paid within 5

working days after receipt

by March 2021.

COVID-19 TERS ICT system
developed and deployed by

March 2021

100% of identified

COVID19 cases verified by

March 2021

Ethics committees
established and 95%
adherence to Terms of
reference by March 2024

2020/21 target

100% within 30
Calendar days

60% of cases
finalized

(simple cases
finalized within
30 working

days, complex
cases within 90
working days and
COVID-19 cases
within 60 working
days)

90% within 5
working days of
receipt

COVID-19 TERS
ICT system
developed,
deployed and daily
reports produced.

100%

Ethics and
Transformation
Committee
established and
2 reports on the
functioning of
the Committee
produced and
approved by UIC

Target not achieved

99.9% (2036/2039)
of invoices were paid
within 30 days

Target not achieved

31% of COVID-19 cases
finalised within 60 days

(71 /227 COVID -19
within cases finalised
within 60 days)

Target achieved

100% of valid,

accurate and complete
applications were paid
within 5 working days.

Target achieved

COVID-19TERS ICT
system was developed
and deployed, and daily
reports produced.

Target not achieved

2.5% COVID-19 cases
verified.

Number of cases
allocated to
companies:1 998
Total number of cases
verified: 49

Target not achieved

Ethics and
Transformation
Committee not
established and reports
not produced
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Impact statement : A labour market which is conducive to decent employment

Outcome

Financially
sustainable
UIF

Strengthened
institutional
capacity of
the Fund.

More decent
jobs
created

An inclusive
an responsive
social security
coverage

Outcome
Indicators

Sustainable
Administrative
Expenditure.

Improved
return on listed
investments.

Improved
Human

Resource
Capacity

% of Asset
Unemployment
Insurance
Fund (UIF)
Assets Under
Management
(AUM) Funds
set aside

to Fund
Employment
Creation
Schemes

% Integrated
claims
management
System (ICMS)
implemented,
support and
maintenance
provided

PART B: PERFORMANCE INFORMATION

Five year target

<15% by March 2025

Percentage returns on
listed investments = the
Benchmark by March
2025.

<5% by March 2025.

10% set aside by March
2025.

Support and maintenance
of the Integrated Claims
Management System by
March 2023.

2020/21 target

<20%

Percentage
return on listed

investments = the

benchmark

Vacancy rate
maintained at
<10%

1.6%

100% of SAP
Financial
Accounting

system developed

and tested

Progress

Target achieved
15%

(R2819694000  /
R18 867 373 000

Target not achieved

-1.2% return on
investments
(Benchmark:

28.62 & Actual
performance:27.42)

Target achieved

Vacancy rate at the end
of March 2021 was 7.1%
(43 vacant Funded posts
/ 602 establishment)

Target achieved

R611078 652,72/R2
755535416,32x 100 =
22%

Target not achieved

There were contractual
issues that delayed
handover and system
testing processes
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Impact statement : A labour market which is conducive to decent employment

Outcome

An inclusive

Outcome
Indicators

Improved

an responsive social security
social security coverage

coverage

Improved
social security
coverage

UIF | ANNUAL REPORT 2020/21

Five year target

2020/21 target

4 600 000 newly registered 860 000
employees by March 2025.
450 000 newly registered 80 000

employers by March 2025

95% within 1
working day

100% of new companies
created with registration
document (U154) within 5
working hours by March
2024.

90% within 10
working days

100% of applications

with complete, accurate
and verified information
issued with compliance
certificates, tender letters
or non-compliance letters
within 48 working hours by
March 2024

92% within 15
working days

98% of Unemployment
benefit claims with
complete, accurate and
verified information
approved or rejected within
8 working days by March
2022.

92% within 10
working days

98% of In-service benefits;
Maternity, illness and
adoption benefit claims
with complete, accurate
and verified information
approved or rejected within
5 working days by March
2022.

98% of deceased benefit
claims with complete,
accurate and verified
information approved or
rejected within 10 working
days by March 2022

92% within 20
working days

95% within 5
working days

99% of complete, accurate
and verified benefit
payment documents
created after receipt within
3 working after receipt
days by March 2022.

Target achieved
924 680

Target not achieved

55 371 employers
registered

Target achieved

99% within 1 working
day (54 842/55 371)

Target not achieved

Applications with
complete information =
6 682

Applications issued
within 10 working days
= 2496

Percentage achieved =
37%

Target not achieved
87% within 15 working
days

(851 195/984 500)

Target not achieved

86% within 10 working
days

(90 119/105 189)

Target not achieved

85% within 20 working
days
(11 284/13212)

Target achieved
99% within 5 working

days (3 069 077/3 106
426)
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Impact statement : A labour market which is conducive to decent employment

Outcome
Indicators

Outcome

Equal Improved
opportunities, representation
inclusion and of the

redress designated

groups across
occupational
levels

PART B: PERFORMANCE INFORMATION

Five year target 2020/21 target

> 75% of Africans in middle =75%
and senior management

level by March 2024.

> 2.5% of persons with 2%

disabilities between the
age of 15 and 65 employed
in line with Employment
Equity Act by March 2024

UIF | ANNUAL REPORT 2020/21

Target achieved

87.8% representation
of African in Senior and
Middle Management
level by the end of

31 March 2021 (65 / 74
filled posts)

Target achieved

2.86% of persons with
disabilities employed
by the end of 31 March
2021 (16 officials / 559
filled)



3. INSTITUTIONAL PROGRAMME PERFORMANCE INFORMATION

3.1 Programme 1: Administration
Purpose: To provide management, strategic and administrative support to the Fund.

Corporate Services
To provide support and an enabling
environment for the Fund to meet its
strategic objectives through placing the
right people at the right time.

Human Resource
Management and
Development
Training and
development of staff;
Maintaining sound
labour relations;
Promoting equality in
the Fund; Recruitment
and selection; and
Provision of service

condition and benefits.

Communications
Provision of
communication
services; Provision of
marketing services;
and Advertising,
branding and
publications.

Organisational
Effectiveness
Job design
and evaluation;
Change
Management;
and Business
Process
development
and mapping.

Information and
Communication
Technology

Manage the Fund’s
projects; and Develop
and implement ICT
governance model.

UIF | ANNUAL REPORT 2020/21

Policy
Development,
Strategic
Planning,
Monitoring,
Evaluation

To manage the
development
and
implementation
of fund strategic
planning
monitoring

and evaluation
processes

and manage
research

and policy
development.

Legal
Services

To provide
efficient and
effective legal
Services to
the fund

Board Service,
Governance and
Security
Management

To manage Board
services information,
physical security
and ensure effective
code of good
governance.

Chief Financial Officer

Provide financial governance

on financial management and
accounting services of the Fund.

¥

Investment Management
and Actuarial Services

To co-ordinate Investment
management and Actuarial
Services for the fund

+

Supply Chain

Management

Enhance supply chain
management processes and
systems to be in line with the
regulatory framework

and governance best practices.
Provision of integrated financial
administration and supply chain
Imanagement services records
Management; and Assets
facilities management.

2

Budget, Expenditure
and Bank Reconciliation
Creditor and
expenditure
management

Claims payments;
Reconciliation of bank
accounts; and Integrated
budget planning and
management.

4

Financial Reporting
Compilation and
submission of the Annual
Financial Statements and
Auditor-general as well as
publication of AFS in the
annual report.
Management of financial
reporting; and Provision of
financial systems support.

) 4

Income Management
Management of
revenue and

debt collection
processes; and
Management of
payroll audits

and enforcement..
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3.2 Programme 2: Business Operations

Purpose: To collect contributions and pay benefits.

Chief Directorate: Operations

To collect contributions and pay benefits.

+ Management and administration of benefits payments;

+ Management and administration of declaration processes;
+ Monitoring of provincial office performance;

* Provision of Call Centre services; and

* Registration of employers.

3.3 Programme 3: Labour Activation Programme

Purpose: To enhance employability.

Chief Directorate: Labour Activation Programme

Provide strategic leadership and guidance on the implementation of the Labour Activation Programmes.

+ Develop strategies and policies to guide the monitoring of Labour Activation Programmes.

+ Maintain partnership and network with relevant stakeholders involved in Labour Activation Programmes.

+ Provide funding to the institutions identified with the responsibility of executing Labour Activation
Programmes.

« Institutional outcomes that each programme contributes towards according to the Annual Performance
Plan

Programme Institutional Outcome

Administration. + Functional and Efficient UIF
+ Financially sustainable UIF
+ Strengthened institutional capacity of the Fund.
+ More decent jobs created.
+ Equal opportunities, inclusion and redress

Business Operations « Aninclusive an responsive social security coverage
Labour Activation Programme + More decent jobs created.
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The UIF performance summary per programme is as follows:

1. Administration 44%
2. Business Operations 9 3 6 33%
3. Labour Activation Programme 5 0 5 0%
OVERALL ANNUAL PERFORMANCE 30 10 20 33%

9. STRATEGY TO OVERCOME AREAS OF UNDER PERFORMANCE

The UIF intends to implement the following strategies to address under performance in the next financial year.

a) There will be a vigorous in-year monitoring and auditing of monthly reports in order to regularly advise management
on issues that require urgent remedial actions and decision making.

b) There will be regular performance management sessions with the business units where:

+ Tighter management controls to be put in place.

+ Stricter implementation of policies on performance management.

+ Integrate Employee Health and Wellness into organisational performance and productivity plans.
+ Follow-ups on planned corrective actions on areas on non-achievement.

+ Root causes analysis to be conducted on areas of poor performance.

» Hosting of regular performance reviews which will include comparisons between expenditures and
performance.

+ Implementation of consequence management, and
+ Tightening of internal controls.

UIF | ANNUAL REPORT 2020/21 PART B: PERFORMANCE INFORMATION




6. REPORTING ON THE INSTITUTIONAL RESPONSE T0 THE COVID-19 PANDEMIC

Programme/ | Intervention | Geographic Total budget Budget Contribution to Immediate
Sub location allocation per spent per the Outputs in outcomes
Programme (Province/ intervention intervention | the APP (where

District/local (R’000) applicable)
municipality)
(Where Possible)

TERS Temporary National R40bn (Qriginal R55.8 billion ~ The number of Payment of
relief to Budget) newly registered R55.8 billion
employers/ employees target  bringing relief
employees of 860 000 was to multitude
affected by overachievedby  of employees
COVID-19 64 680 due to who would have
lockdowns TERS scheme suffered during

where most lockdown due to
employers lack of income.

needed to register
their employees

in order to

claim the TERS
benefits.
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On the 23 March 2020, the President announced a national lockdown for 21 days from 27 March 2020. The
national COVID-19 response was coordinated through the National Command Council and the Inter-Ministerial
Committee on COVID-19, supported by non-governmental organisations. On 26 March 2020, the Minister of
Employment and Labour announced the establishment of the National Disaster Fund to provide income relief to
workers whose income and earnings were going to be affected by the lockdown. The Unemployment Insurance
Fund established COVID-19 Temporary Employer/Employee Relief Scheme (TERS) to assist employers with wage
subsidisation during the lockdown period.

The UIF ICT developed a new IT operational and financial system in order to establish the COVID-19TERS. The
following ICT functionalities developed and implemented:

+ Automated functionality for employers to see status of the claim and download the payment schedule;

+ Automated functionality for employees to see how much they have been paid by UIF against what the employer
paid them. Further, all companies paid are available on the website;

+ Automated sending of spreadsheet containing payment breakdown of employees to be paid;

- Additional security measures (removing payment status for employer on the landing page, limit the changing of
password and banking details) to minimise the alleged fraud claims;

+ Additional functionality to verify all bank accounts for all employers/associations prior to payment where
employers put the CIPC/company registration number;

+ Automated the process for bank verification, which went live on 29 July 2020; and

+ Identity numbers for applicants were verified against the databases of Department of Home Affairs, DPSA,

SASSA and Correctional Services.

Between April 2020 and 31 March 2021, the UIF has paid out about R55,8 billion in terms of the TERS benefits as
per the table below:
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The Pie Chart below shows the breakdown of the COVID-19 TERS payments for South African and foreign

nationals. ,
Breakdown of Employees paid

533 120

13 241 847

@ South Africa (O Foreign Nationals

The Chart below shows the breakdown of the COVID-19 TERS payment expenditures for South African and

foreign nationals.

Breakdown of payment
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7. COVID-19 FOLLOW-THE-MONEY AUDIT PROJECT

To address the challenges identified by the AGSA during the audit of COVID-19TERS, UIF appointed Audit and
Accounting firms to conduct the post-verification audit through the Follow the Money project. The scope of the
project includes:

Verification Team:

+ Verify whether COVID-19 TERS Funds were used as intended;
+ Confirm whether Funds reached the intended employees;
« Verify accuracy and validity of applications.

Support Team:

+ Trace and track all untraceable employers;
+ Assist with debt collection where needed;
+ Assist with fraud investigation where needed.

A total of 49 identified payments with a combined value of R 1 492 283 548.16 were verified through the Follow
the Money project. This constitutes 2.5% of the R55.8 billion that was paid out in COVID-19TERS benefits as at
31 March 2022.

Law enforcement agencies such as the Special Investigating Unit and the Hawks (SIU) are part of the Follow
the Money team. Four cases of suspected fraud have already been referred to the Hawks for investigation and
prosecution. The UIF has instituted a permanent and dedicated team that will assist appointed firms with their
challenges.

8. LINKING PERFORMANCE WITH BUDGETS

The overall performance information of the Fund from 071 April to 31 March 2021 is at 33% of targets were achieved.
64% of the budget was spent for the financial year 2020/21

a) Summary of expenditure

2020/2021 2019/2020

Actual (Over)/Under Actual (Over)/Under
Expenditure | Expenditure Expenditure | Expenditure
R'000 R'000 R’'000 R'000

Benefits payments 101942725 66522195 35420530 20600 000 8968 898 11 631102

Change in benefits 16876524 12010 861 4865663 12166 176 4863 991 7302185
payable

Labour Activation 2755 535 635 753 2119782 1147 949 949 349 198 600
Programmes

Administration 4321 095 2835005 1486 090 3539303 2702358 836 945
Total 125897146 83765240 42131906 37454688 17527 361 19 927 327
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b) Summary of income

Budget R'000

Revenue collected 18 485 072

Total 18 485 072

¢) Summary of other income

Budget R'000

Other income 7477
Income from
equity accounted 0
investments
Investment Revenue 4 575 644
Fair value 0
adjustment
RealisedGains/
Losses on 0
investments
Impairment on other

. 0
financial assets
Impairment on
investments in 0
associates
Technical Reserve 5394 015
TOTAL 9977136

PART B: PERFORMANCE INFORMATION

2020/2021
Actual

REENIE
R'000

18 870 925

18 870 925

2020/2021

Actual
Income
R'000
27 222

89 068

6731437

28 092 325

-8 737 298

-970 705

-940 968

0
24 291 081

2019/2020
(Over)/Under Actual
R'000 Revenue
R'000
-385 853 20566 068 20548165
-385 853 20566 068 20548 165

2019/2020
(Over)/Under Actual
R'000 Income
R'000
-19 745 24 248 20274
-89 068 0 86 732
-2 155793 10655240 11668 084
-28 092 325 0 -21 973 820
8737298 0 -37 532
970705 0 -1219 824
940 968 0 -1 062 090
5394015 -1 531 143 0
-14313945 9148 345 -12 518 176
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(Over)/Under
R'000

17 903

17 903

(Over)/Under
R'000

3974

-86 732

-1 012 844

21973 820

37 532

1219824

1062 090

-1 531 143
21 666 521



Summary of financial Information

Summary of income, expenses and reserves

Total revenue
Other income

Income from
equity accounted
investments

Administration
expenditure

Benefit Expenditure

Change in benefits
payable

Labour Activation
Programmes

Fair value
adjustment

RealisedGains/
Losses on
investments

Transfer of IT assets
to the Department
Investment Revenue
Impairment on other
financial assets

Reversal of other
financial assets

Gain /losses on the
disposal of property
plant and Equipment

Impairment on
investments in
associates

Technical Reserve

Net Surplus for the
year

18 485072
7477

-4 321 095

-101 942 725

-16 876 524

-2 755 535

4 575 644

-1267

5394015

-97 434 938
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2020/2021

Actual
R'000

18 870 925

27 222

89 068

-2 835005
-66 522 195

-12.010 861

-635 753

28 092 325

-8 737 298

-369

6 731 437

-970705

150 798

-182

-940 968

-38 691 561

(Over)/Under
R'000

-385 853
-19 745

-89 068

-1 486 090
-35420 530

-4 865 663

-2119782

-28 092 325

8737 298

369

-2155793

970705

-150 798

-1 085

940 968

5394 015

-58 743 377

20 566 068
24 248

-3 539 303
-20 600 000

12166 176

-1 147 949

10 655 240

-1 260

-1 531 143

16 592 077

2019/2020

Actual
R'000

20 548 165

20274

86 732

-2702 358
-8 968 898

-4 863 991

-949 349

-21 973 820

-37 532

22712

11 668 084

-1219 824

-20 053

-1 062 090

-9 497 372
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(Over)/Under

R'000
17 903
3974

-86 732

-836 945

-11 631 102

17030167

-198 600

21973 820

37 532

22712

-1012 844

1219824

18793

1062 090

-1 531 143

26 089 449



LINKING PERFORMANCE WITH BUDGET

The overall performance achievement of the Fund from 071 April to 31 March 2021 is at 33% of targets. 66% of the
budget was spent for the financial year 2020/21

Programme 01 - Administration

The programme purpose is to provide management, strategic and administrative support services to the Fund.
To carry out this objective Programme 01 spent 143% of the allocated budget for the financial year 2020/21 and
achieved 44% of the set targets

2020/2021 2019/2020

Budget R'000 Actual (Over)/Under BudgetV Actual (Over)/Under
R'000 R'000 R'000 R'000 R'000

Programme 01 - Administration

Improve Financial 2 047 521 -878 458 2577782 -818 734
Management 2925979 3396 516
Total 2 047 521 2925979 -878458 2 577 782 3396516 -818734

Programme 02 - Business Operations

The programme purpose is to collect contributions and pay benefits. To carry out this objective Programme 02
spent 65 % of the allocated budget for the financial year 2020/21 and achieved 33% of the set targets

2020/2021 2019/2020

Programme 02 - Business Operations

Improve service 12 493 863
delivery 104215325 68191595 36023730 23090780 10 596 917
Total 104215325 68191595 36023730 23090780 10596917 12493863

Programme 03 - Labour Activity Programme

The programmes is mandated to Fund Labour Activation schemes. To carry out this objective Programme 03

spent 23% of the allocated budget for the financial year 2020/21 and achieved 0% of the set targets.
2020/2021 2019/2020

Programme 03 - Labour Activation Programme

Labour Activation 2757776 635753 2122023 1151093 951 851 199 242
Programmes
Total 2757776 635753 2122 023 1151093 951 851 199 242

gﬁ:f; Qdm'”'s”at“’e 109020622 71753327 37267295 26819655 14945284 11874371
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9. REVENUE COLLECTION

2020/2021 2019/2020
Budget Actual (Over)/Under Budget Actual (Over)/Und

er

Revenue 18 081 233 18 502 668 -421 435 20179 106 20 155495 23
000.00 995.16 995.16 000.00 241.26 610 758.74

Penalties 221 446 219429 2016 223119 216974 6
999.00 999.55 999.45 000.00 558.30 144 441.70

Interests 182 392 150 782 31 609 163 843 177 949 -14
000.00 849.39 150.61 000.00 857.95 106 857.95

Refunds -1 957 1957 0 -2 255 2
- 354.32 354.32 087.78 255087.78

TOTAL 18 485 071 18 870 924 -385 852 20 566 068 20 548 164 17
999.00 489.78 490.78 000.00 569.73 903 430.27

Reasons for over collection of revenue

Revenue from non-exchange budget was exceeded by 2% reasons being that the focus on the debt collection
strategy was redefined, whereby companies who benefited from the COVID-19 TERS, while defaulting on UIF
contributions were prioritized resulting in 7% increase on NON-SARS revenue as compared to the previous
financial year. Statistics South Africa reported economic growth of 1.1% in the first quarter of 2021 (Jan — Mar)
translating in increase working-age population by 144 000. The economy of the country also improved in the
fourth quarter of 2020/21, as reported by Statistics SA. The improvement resulted in higher contributions than
what was anticipated in the adjusted budget.

10. CAPITAL INVESTMENT

The PIC manages all the Fund'’s properties. This service includes (but is not limited to) acquisition of property,
outsourcing contracts to partners, brokerage of agreements, collection of rent, refurbishment, property
development and facility management. Capital expenditure commitments are not presented to the Fund for
approval neither does the Fund sign these commitments. The PIC’s internal procurement and approval processes
are followed in rendering this service to the Fund. The Fund pays PIC a management fee for this service. All the
Fund’s properties are classified as Investment Properties.
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ERF 895 (a portion of erf 252), Bisho - 2 February 1985

The building has been newly renovated to “B” grade office standards. The property is fully occupied by a single
tenant, the Department of Roads and Public Works on a five-year lease which commenced on 1 January 2019.
The current gross rental is R125.01/m?, escalating at 6.5% per annum. The agreed rental is lower than the
proposed rental being considered at the time of the previous valuation, which was at a rental of R141.36/m2. A
gross monthly market rental of R 142.00/m? was assumed in the valuation.

Portion 5 (remainder extent) of erf 43, Thohoyandou - 2 July 1991

The building was inherited from the Venda Government after amalgamation and probably built more than 15
years ago as a three-storey office building. The existing building required extensive redevelopment to bring the
building to appropriate standards. The building has been redeveloped to “B” Grade office standards. Practical
completion of this redevelopment was achieved on 15 October 2020. During the amalgamation process Portion
4 and 5 of Erf 43 Thohoyandou reflected on the audited AFS of the Fund, however only the physical title deed
for Portion 5 of Erf 43 Thohoyandou could be obtained. The property is a multi-tenanted investment property. A
gross monthly market rental of R 1 052/m? was assumed in the valuation.

Erf 1112, Marshalltown, City of Johannesburg 4 June 2018

This property is an old office building, offering basement parking with offices above, in Johannesburg CBD. The
building requires extensive redevelopment which is still in the initial stages. The subject property is fully vacant.
The property has been valued as is. The valuers elected to apply the Discounted Cash Flow Method, as the
primary method, in order to determine the value. A gross monthly market rental of R 90/m2 and basement parking
rental of R 700 per parking bay was assumed in the valuation.

Erf 222, Annadale, Polokwane (Baobab Manor)

This property has been improved with six three-storey residential blocks currently utilised as student
accommodation. The improvements as a whole have been predominantly above average condition and in a
well-maintained condition. There is currently a lease in place with the Tshwane University of Technology to use
the property as student accommodation for its students. This development is estimated for completion during
June 2022. The Fund has a 25% share in this property. The direct comparable sales approach was applied by the
valuers for the land value and a Discounted cash flow analysis for the future income generated by the property.
A gross monthly market rental of R 239 /m? was assumed in the valuation.

Erf 7339, Bendor, Extension 86, Polokwane (Bendor Park)

This property has a single storey residential block currently accommodating a total of seven townhouse units
with garages. These town houses are vacant and will be demolished and replaced with student accommodation.
This development is estimated for completion during June 2022. The property is planned to be improved with
two three-storey residential blocks utilised as student accommodation. The subject property is vacant residential
land and was valued as such. The direct comparable sales approach was applied to the valuation. The valuers
applied a conservative rate of R 1 450/bulk m2. This application calculates a value of R17.8 million. The valuers
opted to allow for an additional demolishment cost of R0.1378 million. Subtracting this amount, a total value of
R17.7 million rounded was calculated. The Fund has a 25% share in the property.

PART B: PERFORMANCE INFORMATION

UIF | ANNUAL REPORT 2020/21



Portion 67 (A portion of portion 12) of the farm Syferkuil 921, Limpopo (UniLim)

During December 2017, The Fund together with GEPF and CF, through their duly authorised representative PIC,
entered into an unincorporated joint venture agreement with KSL. The Fund has a 25% share in the unincorporated
joint venture and as a result, 25% share in the lease right. The subject property is currently vacant land. This
development is estimated for completion during July 2023. The valuers were instructed to value the servitude
registered for the purpose of the development of student accommodation.

WF Nkomo - Erf 3384, Pretoria, Reg. Div. J.R. Gauteng.

The property is currently being developed with an eight-storey commercial office building to enable the
accommodation of various tenants. The building improvements are to further comprise of a cafeteria and event
space on the roof of the parkade. Site improvements will include a guardhouse, parking bays as well as a perimeter
boundary wall with guarded single access and exit points. On completion, the improvements are expected to be
of modern A-grade standard, with routine maintenance and cleaning noted as required in order to ensure that the
improvements and the property as a whole remain in well-maintained condition. This development is estimated
for completion during end of December 2021. The valuers elected to apply the Discounted Cash Flow Method,
as the primary method, in order to determine the value. A gross monthly market rental of R 125/m? and basement
parking rental of R 800 per parking bay was assumed in the valuation. The comparison approach was adopted
in assessing the land value and the residual approach to determine the contributory value of the existing office
shell in the prior year.

Sunnyside Campus - Erf 834 portion 50, Sunnyside, Pretoria and Erf 82 and Erf 83 Trevenna, and Erf 1431 and
Erf 1432 Sunnyside, Pretoria

Erf 82 and Erf 83 Trevenna, and Erf 1431 and Erf 1432 Sunnyside comprises of four stands which form a unit
for future

consolidation and development. On the date of the valuation the property is vacant with fences for security
purposes to

prevent illegal squatting.

Erf 834 portion 50, Sunnyside compromise a vacant corner stand located in the north/south commercial

corridor of Trevenna.

The site is vacant with a perimeter fence. Due to the fact that the property comprises vacant land and is thus
undeveloped, the property was valued using the direct comparable approach, where the valuers have located
recent sales of other vacant land properties, taking into account direct and indirect factors which would influence
the market value. The Fund bought the properties which are adjacent to each other to develop a 55,000m?
“Labour Campus” to accommodate the Fund, Compensation Fund and the Department of Employment and
Labour. The Compensation Fund has expressed interest in acquiring their tower in the planned Sunnyside Labour
Campus development. National Treasury has granted approval for the Compensation Fund to participate. A letter
of introduction was sent to the Department of Employment and Labour, however the process has not been
concluded. This development is estimated for completion at the end of June 2024.
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1. INTRODUCTION

Corporate governance embodies processes and systems by 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 regard 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’s Report on
Corporate Governance. Parliament, the Executive and the Accounting Authority of the public entity are responsible
for ensuring that there is sound corporate governance.

2. PORTFOLIO COMMITTEES

During the 2020/21 financial year, the UIF was requested to appear before the Portfolio Committees and Select
Committees as reflected in the table below:

DATE | COMMITTEE | BRIEFING/ TOPIC
22 April 2020 Portfolio Committee on On experiences, challenges and future plans with regards
Labour jointly with Select to the COVID-19 during the extended lockdown period
Committee and going forward
20 May 2020 Portfolio Committee on Presentation of UIF APPs and Strategic Plans
Labour
26 June Standing Committee on Briefing by UIF on disbursement of Funds during COVID-19
2020 Public Accounts pandemic
03 July 2020  Portfolio Committee on Briefing on UIF Fraudulent Claims Submitted
Labour jointly with Select
Committee
08 July 2020 Portfolio Committee on Briefing on Budget Adjustments
Labour
26 Aug 2020  Portfolio Committee on Presentation of 2019/20 Quarter 3 and 4 Performance
Labour Reports
4 Sept 2020  Portfolio Committee on Briefing on COVID-19 related matters, especially
Labour on procurement pertaining to health and safety goods and
services purchased to protect and fight off the Coronavirus.
30 0ct2020 SCOPA & Portfolio Oversight Visit to UIF
Committee on Labour
16 Feb 2021  Portfolio Committee on Briefing on Precautionary suspensions at the UIF

Labour

3. EXECUTIVE AUTHORITY

The Minister of Employment and Labour, through NEDLAC (social partners) nominations, appointed eight new
members and re-appointed three members for continuity in the new term of the Advisory Board (“the Board”).
The re-appointed members were initially appointed on 01 November 2017 and was for a three-year period
ending on 31 October 2020. Their appointment was extended to 30 April 2021. The extension was due to delays
in the finalisation of the nomination and process of approval through Cabinet. The UIF Board Chairperson was
re-appointed in 2019 for a three-year term which was to end on 31st October 2021.
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Regrettably, the Chairperson passed away in January 2021. His contribution and legacy during his tenure has
yielded results such as improved benefits through the amended UIF Act and the establishment of Project
Development Partnership Fund (PDP Fund) and launching 46 training partnerships for the Training Of the
Unemployed programme. In his place, Mr.Thulani Tshefuta, one of the board members who was the Committee
chairperson of the Labour Activation was appointed Acting Chairperson from January 2021 to April 2021.

In 2019, one new member representing the state was appointed from the South African Revenue Services for a
three-year term which ends on 31st October 2021. However, the member has since resigned in February 2020.
The Board is appointed to advise the Minister of Employment and Labour on issues related to administration of
the UIF as a social security instrument. The Minister held regular meetings with the UIF Board during the 2020/21
financial year, amongst others, to discuss the COVID-19TERS, general UIF matters which included discussions
around social responsibility investments and the responsibilities of the board.

The UIF Board recommended the following to the Minister of Labour during the financial year:

The strategic plan is only submitted once every 5 years as per the new Department of Planning, Monitoring and
Evaluation and National Treasury (NT) guideline.

+ UIF strategic plan was recommended and submitted to the Honourable Minister: DEL on 31 January 2020. The
strategic plan covered 2020/21 to 2023/24.

+ The APP is submitted once yearly by 31 January to the Minister. The APP that was recommended by the UIF
board was submitted on 31 January 2021.

« The MTEF Budget for the period 01 April 2020 to March 2021 was recommended and submitted for the
Minister of Employment and Labour for approval on 30 September 2020 and approved on the 16 October 2020;

+ The 2020/21 Adjusted Budget was recommended by the UIF Board and submitted to the Minister on 16
February 2021 and approved on 10 March 2021.

4. THE ACCOUNTING AUTHORITY

In terms of section 11(1) of the Unemployment Insurance Act, 2001 (as amended) the Director-General of the
Department of Employment and Labour is the Accounting Authority of the UIF.

9. THE ADVISORY BOARD

In terms of section 47 of the Unemployment Insurance Act, the Minister of Employment and Labour must
establish the Unemployment Insurance Board. All members were appointed in terms of section 49 (2) of the Ul
Act, 2001 which outlines that each Nedlac constituency (Organised labour, Organised Business and Organised
Community) must be represented by three members and three state representatives on the Board. During the
2020/21 reporting year, the Board constituted of 14 members, a Chairperson and the Acting Chairperson in the
last four months of the term of office.

UIF board key highlights/achievements
+ Advise the Minister on COVID19TERS implementation.

+ The Ul Board participated in the launching and visits to LAP projects nationally to fully understand the
operation, assess implementation, impact to society and benefits of unemployment LAP projects for purpose
of advising the Minister.

« Carried out oversight visits to some of the companies where UIF has invested through the PIC.

+ Board Constitution and Committee Charters were approved by the Delegated Authority

+ Implementation of new Governance Framework
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+ Advised and monitored the implementation of Ul Act promulgation.

+ Joint Boards, Investment Committees(IC) and EXCO with the Public Investment Corporation, were held in
order to address relevant strategic outcomes and to advice the Minister on matters of concern.

+ Maintained and monitored stakeholder management (SETAs workshop, conducted LAP and PIC visit
throughout the country)

3.1 The role of the Board is a follows

In terms of section 48 of the Unemployment Insurance Act, the role of the Board is to advise the Minister on—

+ Unemployment Insurance policy,

+ Policies arising out of the application of this Act,

+ Policies for minimising unemployment,

+ The creation of schemes to alleviate the effects of unemployment,

+ Make recommendations to the Minister on changes to legislation in so far as it impacts on policy on
unemployment or policy on unemployment insurance, and

+ Perform any other function, which may be requested by the Minister for purposes of giving effect to this Act.

The powers and duties of the Board must be exercised and performed subject to—
+ The provisions of the Unemployment Insurance Act and its constitution contemplated in section 50;
+ Any directions issued by the Minister of Labour; and

+ Any guidelines determined by the Director-General of Labour.

5.2 Board Charter

The Board Charter outlines the main corporate governance practices that are in place for the Unemployment
Insurance Fund Board and to which the Board, committees and management are collectively committed.
The conduct of the Board is also governed by the Constitution. The Charter sets out the role, responsibilities,
structures and processes of the Board. Governance processes are continuously improving, with the Board
Charters and the Board Constitution setting out responsibilities implemented and adhered to in order to achieve
the highest standards of corporate governance. The reviewed charters adopted in 2020/21 included the work
plans for the Board and all committees. The Board and Committees’ compliance to its constitution and charters
was monitored through quarterly evaluations which were conducted by UIF’'s Board and Governance Directorate.

The UIF Board and Governance Directorate facilitate the internal yearly assessment and produce the respective
report of the Board and its Committees. The Board and Committee Charters are aligned and compliant with
the Unemployment Insurance Act and Board Constitution. The main objective of the Board Governance and
Compliance functions was to assist the Board and its Committees in adopting the most appropriate governance
standards for the Fund. The Board held three (3) quarterly meetings during the 2020/21 financial year. Twenty-six
(26) special meetings and one (1) workshop were held during lockdown in order to enable the board to be in a
position to facilitate the provision of advice to the Minister of Employment and Labour on matters and decisions
concerning COVID-19TERS.

BOARDS AND COMMITTEES 2020/21
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Remuneration of Board members
How remuneration of Board members is determined

The remuneration of the Board and its committee members for the full term of their office is based on the
approved rates as prescribed by the National Treasury. The yearly approved rates are applied upon approval
by the Finance Minister which is received in the circular TR 20.2.2. The Board members are eligible to also
claim data costs as approved by the Accounting authority in order to compensate for the use of data for
purposes of attending the Board and its Committee meetings for the period of 2020/21 financial year. The
rate of the data cost is R80.00 per hour for the full duration of the meeting limited to the hours per meeting
as prescribed by National Treasury TR20.2.2

The two UIF board members who were nominated to attend the Audit Committee in line with their term of
office are remunerated differently for attending Audit Committee meetings. The two members were paid at
the rate applicable to Audit Committee members approved by the Accounting Authority. The SAICA rates are
the base of the approved rates for the Audit Committee.

The State representative were eligible to claim travelling costs and data costs for the period of 2020/21
financial year. However, they were not paid for the attendance of meetings as they did not claim their travelling
costs from UIF.

Audit Committee and Risk Committee members are paid at the rate which is approved by the Accounting
Authority. The SAICA rates are the base of the approved rates for the Audit Committee. The Audit Chairperson

is paid at the approved rates of Audit committee during his attendance of the Board Committees.

UIF | ANNUAL REPORT 2020/21
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Below is the table of the remuneration of UIF Board and all Committees:

Non-Executive Board Member (past and present) fees as at 2020/21

Fees for Expense Fees for Expense
services allowances services allowances
Kganyago L Board 234 169.29 6894.93 241 064.22 114 000 - 114000
Mahlangu J Board 75629.26 10460.00 86 089.26 76 000 9000 85000
Mthalane D Board 3 888.00 = 3888.00 85000 30000 115000
Nwedo E Board 140 504.36 7760.00 148264.36 159 000 10000 169000
Nzimande WM Board Chair 47 036.68 3396.00 50432.68 71 000 - 71000
Tshefuta T Board 80 469.94 12611.84 93 081.78 85000 67000 152000
Maphotho D Board - 2 680.00 2 680.00 45000 7000 52000
Matshani M Board 31512.24 3060.00 34572.24 51 000 4000 55000
Mchunu M Board 97 522.38 9518.00 107 040.38 87 000 - 87000
Musekwa T Board - - - - - -
Macikama Board - - - - - -
TOTAL R710732.15 R56380.77 R76711292 R773000 R 127000 R900000
CF Terhoeven Audit 148 000.00 - 148 000.00 140 000 1000 141 000
Audit

DalaP Chairperson 599 495,50 6 093.65 605 589.15 528 000 3000 531000
Nkosi J Audit 143 299.50 400.00 143699.50 - - -

TOTAL R 868 967.46 R 6 493.65 R875461.11 R 668000 R 4000 R672000

Risk Chair-
Skeepers N person 377 974.50 6 720.00 384694.50 369 000 6 000 375000
De Kock C Risk 75700.00 400.00 76100.00 197000 10 000 207 000
R 583

TOTAL R 453 674.50 R7120.00 R46079450 R 566000 R 16000 000
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APPEALS COMMITTEE

Barichievy BA Regional 1982.88 - 1982.88 12 0 12
Boboko A Regional - - - 4 4 8
Bokaba E Regional - - - 3 0 3
Booi M Regional - - - 4 1 5
Brandmuller AP Regional = = = 3 0 3
Diraditsile MV Regional - - - 2 0 2
Makapela MNC Regional - = - 2 0 2
Maleki MK Regional - - - 10 3 13
Mapena M Regional - - - 6 0 6
Maribe BM Regional - - - 3 0 3
Mleve S Regional = = = 18 4 22
Mofolo TM Regional - - - 4 1 5
Mokhobo M Regional = = = 6 0 6
Mokoena T Regional 1458.00 - 1458.00 9 3 12
Mpulu N Regional 2187.00 - 2187.00 8 1 9
Ngganeka A Regional 4617.00 - 4617.00 10 0 10
Oelofse E Regional - - - 5 0 5
Olivier J Regional - - - 0 0 0
Seabi SM Regional = - - 4 2 6
Tibane M Regional 1458.00 - 1458.00 5 1 6
Tsubane MA Regional = = = 1 0 1
Williams T Regional 2916.00 - 2916.00 15 0 15
Kula N Regional 1458.00 = 1458.00 4 14 18
Moiloanyane M Regional - - - 4 2 6
Mabuza TS Regional 29 526.00 333.52 29 859.52 21 3 24
TOTAL 45 602.88 333.52 45 936.40 163 39 202
AGGREGATE

TOTAL 2 100 886.99 70 327.94 217121493 2178 178 2 356
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6. RISK MANAGEMENT

« The UIF has a risk management policy and strategy. The Fund is committed to continuously strengthen
compliance, manage risks and uphold good governance within the risk, control and governance environment.
This is fundamental to the management of public finance and the provision of assurance that the utilisation of
UIF resources is effective, efficient and realises optimum value for money. This in turn further enables the Fund
to deliver on its mandate.

+ UIF conducted risk assessments to determine the effectiveness of its risk management strategy and to identified
new and emerging risks. The UIF has an approved Risk Management Strategy and Risk Management policy. Risk
assessments were facilitated by the Risk Management Unit in line with the Approved Risk Management Policy.

+ Business Continuity Management governance has been prioritised in a concerted effort to improve the UIF’s
ability to recover from business disruptions. COVID-19 Business Continuity Plan was in place to ensure that the
Fund continued its services during the pandemic.

+ The UIF Risk Management Committee advises management on the overall system of risk management, especially
the mitigation of unacceptable levels of risk. Risk Management Unit is responsible for Risk Management as well
as Fraud and Corruption. Risk management Unit focused on Fraud and Corruption due to the Covid19Ters that
was implemented by the Fund. As a result of limited capacity and increase of fraud cases referred during the
financial year, limitation of scope was observed on audits performed on risk management.

+ The Audit Committee advises the UIF on risk management and independently monitors the effectiveness of the
system of risk management.

+ The UIF has not progressed in the management of risks in the current financial year, management has undertaken
to improve risk management processes in the UIF.

Fusion Centre

The Fusion centre comprises of Financial Intelligence Centre, the Independent Police Investigative Directorate,
the National Prosecuting Authority, the Directorate for Priority Crime Investigation (the Hawks), the Special
Investigating Unit (SIU), the State Security Agency, as well as the South African Revenue Service.

The objective of the Fusion Centre is to cultivate collaboration among public bodies in the criminal justice cluster
and to bring greater efficiency in investigations on corruption, fraud, abuse of power, or maladministration. The
multi-disciplinary initiative has focused on Covid 19 initiatives and relieve schemes including Covid19Ters managed
by Department of Employment and Labour - Unemployment Insurance Fund (UIF). The UIF and the Department has
collaborated with the Fusion Centre and referred suspected fraud and corruption matters to the hub for processing.
The collaboration has seen the preservation and recovery of funds, arrest and conviction of suspects.

7. INTERNAL CONTROL UNIT

The Fund does not have an Internal Control Unit. However, the Fund has implemented the Probity process where
all procurement transactions are reviewed. Probity services has two types: Live Probity is when probity auditors
advises management on each and every stage of the tender process. Desktop Probity is when probity auditors
reviewed finalised tenders and issue a report on any control deficiencies. This process assist management to
enhance control environment on all processes. Probity Auditors also conduct compliance verification and
recommend any improvements required. Fraud in the procurement area is prevented by ensuring implementation
of Supply Chain Management prescripts including Treasury Instructions, Guidelines and Practice Notes.

8. INTERNAL AUDIT AND AUDIT COMMITTEES

+ Key activities and objectives of the internal audit
Internal Audit (I1A) is an independent, objective assurance and consulting activity designed to add value and
improve UIF’s operations. The objective of the IA function is to assist the UIF to accomplish its objectives by
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bringing a systematic and disciplined approach to evaluate and improve the effectiveness of internal controls,
risk management, and governance processes. The function renders an independent appraisal function as a
service to UIF by examining and reviewing the effectiveness of internal controls in order to assist management
in effectively discharging its responsibilities.

The internal audit activity evaluates risk exposures relating to the organization’s governance, operations and
information systems regarding the following:

+ Safeguarding of assets;

+ Compliance with laws, regulations, policies, procedures and contracts

+ Achievement of the organization’s strategic objectives

+ Reliability and integrity of financial and operational information;

+ Economical and efficient use of resources;

According to the approved quarterly audit plans, internal audit completed 25 audits by 31 March 2021.

+ Summary of the audits completed

TYPE OF AUDITS REPORTS ISSUED | NUMBER

Financial Audits Yes 2
Regulatory/ Operational Audits Yes 2
Compliance Audits Yes 9
Performance Information Yes 4
ICT Reviews Yes 2
Cyclical Audits Yes 2
Follow up Audits Yes 4
TOTAL Yes 25

*+ 92% (25/27) of the Internal Audit reports were presented to management and signed off by the Head of Internal
Audit by 31 March 2021. The internal audit plan was approved with 28 audits. The emergency procurement
review was cancelled and 27 audits remained in the plan. Internal Audit did not manage to complete two audits
by 31 March 2021.

The table below provides reasons for the audits that were not completed.

Audit Are Constraints/Challenges Comments
1. Internal The audit was put in the plan as aresult  The audit was concluded in quarter 1 of
Financial of a resolution of the audit committee 2021/22 financial year and the outcome
Controls and the available resources were already will be reported in the 2021/22 Annual
allocated to other activities. Internal Audit Report

Due to its complexity and the workload
it carries, the project could not be
completed within the scheduled

timeframe.

2. Follow up on The audit matrix was not ready at the The audit was concluded in quarter 1 of
Internal Audit time that was scheduled to commence  2021/22 financial year and the outcome
Findings the audit. will be reported in the 2021/22 Annual

Internal Audit Report

3. Emergency This audit was approved as part of The audit was cancelled as emergency
Procurement quarter 3 activity plan, however it could  procurement was terminated by National
Review not be executed as the emergency Treasury.

procurement was terminated by National
Treasury.
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OVERALL INTERNAL CONTROL ASSESSMENT

The reviews performed were in terms of the 2020/21 approved Annual Internal Audit Plan and were designed to
review controls for significant risks that could hinder the organisation’s ability to achieve its strategic objectives.
The controls were designed and implemented by management. In line with the requirements of Standard 2450
of The Institute of Internal Auditors’ International Professional Practice Framework, at the end of each project
Internal Audit is required to provide a conclusion on the control environment of the business area where the project
was performed. These micro-conclusions are listed in individual Internal Audit Reports, which were shared with
Management and the Audit Committee.

Assessment of Internal Control, Risk Management and Governance Processes

Internal auditors exercise due professional care by considering the adequacy and effectiveness of governance,
risk management and control processes.

Overall Conclusion on Control environment: Legends

Audit Rating Definition

Needs improvement Design - Design of controls only partially addresses the key risks.
Documentation and communication - Documentation and/or communication of
controls/policies/procedures is incomplete, unclear, inconsistent or out-dated.
Operation/implementation - Controls are not operating consistently and/or
effectively or have not been implemented in full
Compliance - Breaches of legislative requirements and/or departmental policies
and guidelines have occurred.
Risk management - Risks are not being effectively managed which could result in
failure to ensure section objectives are met
Efficiency, economy and effectiveness - section runs over budget and achieves
minimal expected outcomes and/or section programs are not run in a cost effective
manner and/or section finances are not effectively managed.
Findings/deficiencies - Some high-rated and/or medium-rated findings were
identified.

Design - Design of controls is ineffective in addressing the key risks (i.e. does not
address key

Risks).

Documentation and communication - Non-existent documentation and/or
communication of controls/policies/procedures.

Operation/implementation - Controls are not in operation or have not yet been
implemented.

Compliance - Significant breaches of legislative requirements and/or departmental
policies and guidelines.

Risk management - Risks are not being managed Efficiency, economy and
effectiveness - School runs significantly over budget and does not achieve any of
the expected outcomes and/or section programs are not run in a cost effective
manner and/or section finances are not effectively managed.
Findings/deficiencies - Most findings were rated as critical and/or high and urgent
corrective actions are necessary.
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8.1 Internal Controls

The opinion is based on an accumulative view of audits performed as allocated during the 2020/21 financial year.
In our opinion, the overall internal control environment of UIF needs improvement due to the internal controls not
fully managing the key risks, non-compliance with the policies and procedures, recurring audit findings and risks
which are not managed effectively.

The following key controls deficiencies as a result of the audit engagements in the areas listed below were reported
to management for their attention:

COVID 19 TERS

+ Inadequate governance of COVID- 19 TERS benefits application and payment processes;

+ Inadequate COVID 19 TERS Action Plans;

+ No evidence of implementation of the resolutions taken for fraud cases;

+ Inadequate risk management of the COVID 19 TERS benefit applications and payment process;
+ Inadequate COVID 19 TERS fraud risk register;

+ Inconsistent calculation of the COVID 19 TERS benefit;

+ Ineffective verification processes for the online applications for COVID 19 TERS benefit;

* Incorrect payment value noted on the public COVID 19 TERS portal for individual employees;
+ System Development Life cycle documents not fully developed;

+ No formal change management process.

Emergency Procurement phase 1

+ Details of legal requirement to be deviated from not outlined;

+ Purchase orders issued to suppliers for the same campaign not the same;
+ Patient masks bought as part of COVID 19 not in line with Instruction note;
+ Preferred Bidder not compliant with Bid Specifications;

+ Local content requirements not specified on bid documents.

Annual Financial Statements

+ Limitation of scope

+ Overstatement of the Provisions figure on the 2020/21 Annual Financial Statements;

+ Variances between Annual Financial Statements and supporting schedules;

+ Incomplete disclosure if Accounting Policies applicable to the 2020/21 Annual Financial Statements;

+ Discrepancies noted during the High Level Review of the 2020/21 Annual Financial Statements;

+ Variances between 2019/20 audited figures and comparatives disclosed on the 2021/22 Annual Financial

Statements.

Provincial Operations:

* Inadequate and ineffective queue management processes;

+ Receiving of manual applications process not documented;

+ Inadequate and Ineffective Enquiry Management Processes;

+ Claims not processed within the set turnaround time;

+ Inadequate and ineffective processes relating to payment of beneficiary claims;

+ Reduction of backlog process/plan not formally documented and monitored systematically within the Labour
Centre;

* No evidence (appointment letters and training certificate) that the Labour Centre has appointed OHS
representatives and Compliance officer;

* Inconsistency in the prioritising of vulnerable clients;

+ Claims with complete information not finalised within the set turnaround time;
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Reduction of backlog not adequate and constantly monitored;

No evidence that the labour centre has formally appointed OHS representatives and provided training;
Inconsistency in following social distancing regulations;

Non-adherence to wearing masks at the Labour Centre.

Performance Information

Variances noted in quarter 1 Performance Information Report;

Duplicate ID numbers noted on the reported figures in the Quarterly Performance Report;

Ineffective monitoring and validation process by Monitoring and Evaluation;

Inadequate corrective measures for targets that were not achieved;

Reported progress against set quarter 2 performance targets not substantiated by supporting documentation;
Sum of quarterly targets does not agree to Annual target;

Progress against performance target under Labour Activation Programme under reported;

Corrective measures not provided for non-achieved target;

Ineffective monitoring of reported quarterly performance information;

Inadequate Technical Indicator description;

Information Technology
Firewall Configurations and Rules

Lack of firewall security standards
Inadequate periodic review of logs

Web Application Privacy

Lack of web application security standards, policies and procedures
Lack of POPI clauses on the web application

Follow Up on Cyber Security Governance Review

Lack of policy/procedure/strategy/framework and Risk Management plan for implementation of POPI Act.
Inadequate Data Classification Policy.

8.2 Risk Management

In terms of section 51(1) of the Public Finance Management Act 1999, (Act No. 1 of 1999) (as amended)
(PFMA), the Accounting authority must ensure that the public entity develops and maintains effective, efficient
and transparent systems of financial and risk management and internal control. The Fund established a risk
management committee during the current financial year.

The opinion is based on an accumulative view of audits performed as allocated during the 2020/21 financial year
in relation to risk management. In our opinion, risk management within the UIF is unsatisfactory due to ineffective
controls in addressing the key risks facing an organisation,

Implementation of Risk Management Processes

* No evidence that risk assessment on COVID 19 was adequately conducted;
* Risk assessment was not conducted on some of the critical areas:
« Emergency procurement;

» Financial Risk (Investment sustainability);

« Information security risk;

« Communication strategies on COVID 19 disaster benefit

* Poor implementation of previously raised Internal Audit findings;

+ Inadequate risk management processes;

* Inadequate review of risk registers;

« Information not submitted for review — Limitation of scope.
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8.3 Governance

The opinion is based on an accumulative view of audits performed as allocated during the 2020/21 financial year
in relation to governance processes. In our opinion, governance processes within the UIF needs improvement. The
following key controls deficiencies in relation to governance processes were reported to management for their
attention:

e Governance Structures
+ Some governance documents are in draft and there are significant delays in approving them;
« Ineffective oversight structures;
* Inadequate governance of COVID - 19 TERS benefits application and payment processes.

e Risk Governance
* Non Implementation of the Combined Assurance Framework;
* No evidence that the Risk Management Policy was reviewed and approved;
* Risk appetite and tolerance limits still in a draft format;
* Risk Committee Members serving without appointment letters;
* No evidence of Strategic Register approval.

e |CT Governance
« Ineffective ICT steering Committee;
« Lack of policy/procedure/strategy/framework and Risk Management plan for implementation of POPI Act;
+ Some ICT Policies are still in a draft.

8.4 Limitation of Scope

Internal audit noted with concern a number of scope limitations experienced during the year under review such
as non-submission and/or delays in submission of documentation for audit purposes. Furthermore, internal audit
noted the recurring findings due to inadequate action plans and/or non-implementation of audit action plans that
required intervention by the Acting Commissioner with a specific focus on ICT, risk management, Annual Financial
Statements and performance information.

Overall Conclusion of the Control Environment

To formulate the overall conclusion on the control environment we aggregated results of the completed projects
as follows:

« 22 of 27 completed projects (81%) concluded that the control environment needs improvement;

- 3 0of 27 completed projects (11%) relating to Risk Management, COVID-TERS and Annual Financial Statements
concluded that the control environment was unsatisfactory and considered the significant matters already
discussed above. This overall opinion is based only on the work performed based on the audit scope and
objectives.
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In our opinion, the control environment within the areas audited is rated as needs improvement due to the internal
controls not fully managing the key risks and controls not implemented fully, non-compliance with the policies and
procedures, recurring audit findings and risks which are not managed effectively. Based on the findings raised,
which could negatively impact the accomplishment of good governance practices for certain business objectives,
management is advised to address raised findings through remedial actions using existing levels of management
and authority.

Key activities and objectives of the Audit Committee

The Audit Committee is an advisory body that reports and makes recommendations to the Accounting Authority,

however the Accounting Authority retains responsibility for implementing such recommendations. The Committee

provides independent assurance to the Accounting Authority with regard to control, governance and risk

management. The Committee, in executing its mandate will ensure compliance with sections 51(1) (a) (i), 76 (4)

(d) and 77 of the Public Finance Management Act as well as Treasury Regulation 27.1 will provide oversight in

relation to the following aspects in executing its oversight responsibilities:

+ Functional reporting of the Internal Audit function - Internal Audit Charter, budget, activities, staffing, skills and
organizational structure of the Internal Audit;

+ Review the external auditors’ proposed audit scope, approach and audit fees for the year;

Enterprise risk management (risk management, combined assurance, compliance, business continuity

management as well as anti-corruption and fraud);

+ Adequacy and effectiveness of the internal control system and governance;

Quarterly financial and non-financial (performance information) reporting;

+ Information technology and cyber security;

+ Human resource management and legal matters;

Internal and external audit reports; and

Annual financial statements and annual report (annual performance information).

Membership and Attendance

In terms of membership, the AC is currently comprised of three external independent members (Including the
Chairperson of the Risk Management Committee) and two additional members from the UIF Board. For the
financial year, the AC convened seven times. A list of the members and their respective qualifications as well as a
record of their attendance is provided below:

The tabled below discloses relevant information on the audit committee members:

No. of
Meetings
Attended

Date
Resigned/
End of
Term

Internal or
external

Qualifications

Date Appoint-
ment

Name of
Member

Dr. P. Dala PhD (IT), M.IT, BSc Hons in Independent Feb 2017 to N/A 7 of 7

Computer Science, B.IT, CISA, Member from  Jan 2020
CISM, CISSP, CRISC, CGEIT, CEH, February 2017  (First Appoint-
CHFI and LA27001. to November ment)

2018.

Feb 2020 to
Independent May 2020
Acting (Extension of
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Chairperson
from Dec 2018

Term)

to May 2020. Jun 2020 to
Jan 2023 (Re-

Independent appoint-ment)

Chairperson

from June

2020 to Jan

2023.
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Name of
Member

Adv. E. Nwedo

Ms. L.
Kganyago

Ms. O.
Gaarekwe**

Qualifications

Admitted Advocate of the High
Court of South Africa,

AFSA Accredited Mediator,

Masters in Labour Law and
Employment Relations (RAU),

BA Honours in Labour Relations
(BA Hons) (RAU),

Bachelor of Laws Degree (LLB)
(UNISA),

B.Proc (Univen),

Certificate in Negotiation
Dynamics & Lobbying, Wits
Business School,

Certificate in the ILO Decent Work
Programme, International Institute
of Labour Studies (Geneva,
Switzerland),

Certificate in handling disciplinary
hearings (IMSSA),

Certificate in presenting CCMA
arbitration cases (GIMT),

Certificate in Resolving Workplace
Disputes through Mutual-Gains
Approach (Conflict Dynamics),

Certificate in Mediation Course
Arbitration Foundation of
Southern Africa (AFSA) and
Certificate in Pension Funds Law.

Project Management.

B Com, CMA
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Internal or
DUENE]

Member
Nominated
by the UIF
Board from
November
2017 to April
2021

Member
Nominated
by the UIF
Board from
November
2017 to April
2021

Member
Nominated by
the UIF Board
from May
2021.

Date
Resigned/
End of
Term

Apr 2021

Date Appoint-
ment

Nov 2017
to Oct 2020

Nov 2020 to
Apr 2021
(Extension of
Term)

Nov 2017 to
Oct 2020

Apr 2021

Nov 2020 to
Apr 2021
(Extension of
Term)

May 2021 to
Apr 2024

N/A
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Name of
Member

Qualifications

Internal or
external

Date Appoint- | Date
ment Resigned/

End of
Term

No. of
Meetings
Attended

Ms. L. Specht**  LLB, MBA, Certificate in HRM. Member May 2021 to N/A 0of 0
Nominated by  Apr 2024
the UIF Board
from May
2021.
Dr. N. Skeepers  PhD (Engineering Management),  Independent Mar 2018 to N/A 7 of 7
Member Feb 2021
M.Phil. HIV/AIDS Management, and Risk
Management Apr 2021 to
MSc in Health Safety and Committee Aug 2021
Environment and B Tech Chairperson (Extension of
Environmental Health. from March Term)
2018.
Sept 2021 to
Sept 2024
(Re-
appointment)
Mr. C. M.Com (Taxation), CA(SA) and RA. Independent May 2019 N/A 7 of 7
Terhoeven Member from  toJan 2020
May 2019. (First Appoint-
ment)
Feb 2020 to
May 2020
(Extension of
Term)
June 2020 to
Jan 2023
(Re-appoint-
ment)
Ms. J. Nkosi B Compt. Accountancy, Independent June 2020 N/A 40f4
Member from  to Jan
Higher Diploma in Computer July 2020. 2023 (First
Auditing, Appointment)
CIA and CISA.

**Note: New Advisory Board Members who were appointed to the Audit Committee commenced duty on 01/05/2021
and formed part of the Audit Committee during the review of the 2020/21 unaudited annual financial statements and
annual report in May 2021 and September 2021.

9. COMPLIANCE

10. COMPLIANCE WITH LAWS AND REGULATIONS

Compliance with laws and regulations within the Fund is a management-led function that cuts across business
units. In its line of duty, management is expected to ensure that laws and regulations are complied with and that
either corrective action, consequences or both are effected where there are instances of non-compliance. The
Organisational Effectiveness directorate develops standard operating proceduresin collaboration with the Research
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and Policy development to ensure that there are clear policy and implementation processes within the Fund. The
Risk Management is tasked with the responsibility to perform risk assessments, evaluate risk prevention plans
and monitor the implementation of the plans throughout the financial year. This is meant to ensure that risks that
may compromise compliance with laws and regulations are addressed. Internal audit evaluates the effectiveness
of internal controls, risk management, and governance processes so as to improve their effectiveness.

11. FRAUD AND CORRUPTION

The Fund is mandated by the Public Service Regulation, 2016 Chapter 3 Part 3 Anti-Corruption and Ethics
Management 22(a)-(e) wherein the Fund subscribes to a culture of zero tolerance to fraud and corruption and
emphasises a high level of awareness against any form of fraud, corruption, theft, or irregularities. As part of
fraud and corruption detection mechanism, the Fund has and maintained a whistle blowing policy. The reporting
mechanisms utilised are Fraud Hotlines, Fraud Email, Fax Line, Anonymous letters and Personal visits. Any fraud
or corruption reported was pursued through investigation including; amongst others:

+ Disciplinary steps/action in terms of Resolution 1 of 2003, Disciplinary Code and Procedure for the Public

Service.

+ Instituted civil action in terms of the PFMA and the Public Service Act/Regulations.

+ Initiated criminal prosecution by reporting the matter to the South African Police Services or any other relevant
law enforcement agency.

* Fusion Centre

+ The Fund has established an anti-corruption capability that focuses on three elements of anti-fraud and
anti-corruption measures namely; prevention, detection and enforcement. Prevention measures entail that
all applicants, following an interview, are screened before an appointment is made. Employees are required
to be vetted. All senior managers and designated employees are obliged to disclose their financial interests
annually.

+ The Fund provides for a whistle blowing platform that enables any member of staff or the public to report
suspected fraud and corruption.

+ The UIF received 10 and finalised 3 normal investigations. COVID-19TERS fraud related matters, 154 cases
were finalised out of 187 cases (82%) that were allocated for investigation. The UIF is working with law
enforcement agencies including Fusion Centre on all criminal cases related to COVID19TERS.

+ The Fund has a case management register where reported and known corruption cases are recorded and
monitored. Once a corruption case is reported, a preliminary investigation is conducted and then followed
by a referral for further investigation where appropriate. 5 out of 6 matters were finilised which were referred
for Forensic Investigations.

12. MINIMISING CONFLICT OF INTEREST

The implementation of the Public Service Regulations, brought about the prohibition of employees to do business
with any organs of state, or of being a director of a public or private company conducting business with an organ
of state. A process was put in place that required employees to either withdraw from such practices or to resign
from public service. An electronic submission of financial disclosure was also introduced, and various new areas
were introduced for disclosure. These new measures assist the Fund to raise awareness of possible conflict of
interest for employees and to avoid them.

13. CODE OF CONDUCT

The UIF adheres to the Public Service Code of Conduct which forms part of the Public Service Regulations. The
Code is shared with officials of the UIF and they are educated on its content. Furthermore, the UIF adheres to the
Grievance Rules and Disciplinary Procedures in the Public Service and any breach of the Code of Conduct is dealt
with through relevant policy directives.

The Department of Employment and Labour develops Human Resource Management policies for the Department
and its Schedule 3A Public Entities. The policies ensure the uniform implementation of Human Resource
Management practices, identifies roles and responsibilities in the execution of activities and outline matters
pertaining to non-compliance to the policies.
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14. HEALTH SAFETY AND ENVIRONMENTAL ISSUES

The UIF as an employer considers its employees to be its most valuable assets and undertakes to safeguard them
through providing and maintaining, as far as reasonable, a working environment that is safe and without risk to
their health. Health and Safety inspections are furthermore conducted on a regular basis and reports are presented
to management and to the Health and Safety Committee of the Fund. The Health, Safety and Environmental issue
that impacted most on the UIF during the 2020/21 financial year was the onset of the COVID-19 pandemic. In order
to protect the health and safety of our employees and clients, several measures were implemented for example
workforce management strategies and strict adherence to health and safety protocols.

15. COMPANY /BOARD SECRETARY (IF APPLICABLE).

In terms of the Ul Act (2001, as amended) section 51, the Commissioner is responsible for administering the
affairs of the Board. In order to enable the Board to perform its functions effectively, the Director-General must
provide the Board with the necessary financial and administrative resources. The UIF establishment caters for
this requirement. The Director Board, governance and Security is appointed to manage the Board governance
and administration matters under the guidance of the Chief Director Corporate Services and the ultimately the
Unemployment Insurance Commissioner.

16. SOCIAL RESPONSIBILITY

The Fund’s participation in job creation and job retention is achieved through various investment activities
undertaken through the Public Investment Corporation (PIC). The investment instruments that contribute to this
objective consist of 33% invested in bonds, 34% in listed equity, 21% in cash and cash equivalents, and 12% in
unlisted instruments. Social Responsible Investments is a theme across all asset classes and could be listed or
unlisted instruments. The UIF's investment strategy encompass Economic infrastructure, Social infrastructure,
Agriculture, and Environmental infrastructure.

17. AUDIT COMMITTEE REPORT

The Unemployment Insurance Fund (UIF) Audit Committee (AC) is pleased to present its report for the financial
year ended 31 March 2021.

Audit Committee Responsibility

The AC reports that it has complied with its responsibilities arising from Sections 51(1) (a) (ii), 76 (4) (d) and 77
of the Public Finance Management Act (PFMA) as well as Treasury Regulation 27.1. Furthermore, the AC has
adopted an AC Charter and has regulated its affairs in compliance with this Charter as well as discharged all its
responsibilities as contained therein.

The Effectiveness of Internal Control, Risk Management and Governance

An assessment of the findings identified by the Internal Audit (overall assessment of the control environment) as
well as the management and audit reports presented to the AC by Auditor-General South Africa (AGSA), reveals that
the control environment has not improved and requires improvement.

Risk management within the UIF requires significant improvement with a focus on adequately and effectively
executing the entire enterprise risk management mandate (risk management, anti-corruption and fraud, business
continuity management, compliance and combined assurance).

In terms of governance, there was a regression given the scope limitations experienced by various assurance
providers (internal and external audit) including the AC and Risk Management Committee (RMC) as well as the lack
of an effective ICT Steering Committee.

An audit action plan was in place, however, all the recommendations provided by Internal Audit and the AC were not
implemented in relation to the audit action plan. The Management structures (Clean Audit Forum) setup to monitor
the progress on audit findings was ineffective, as independent assurance by internal and external auditors identified
that specific audit findings were not adequately resolved.
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The overall state of the internal control environment, risk management and governance are primarily as a result of not
adequately and timeously addressing the root cause of the findings identified by the internal and external auditors
as well as the non-implementation of specific recommendations provided by governance oversight structures and
further compounded by the instability at leadership level, poor record keeping and lack of accountability.

Accordingly, the AC can report that the system of internal control, risk management and governance was generally

inadequate and ineffective and has identified the following key areas of concern that should be addressed:

+ Overall financial and non-financial performance;

+ Scope limitations experienced by internal management structures (clean audit forum), independent assurance

providers (internal and external audit) as well as oversight structures (AC, RMC and the ICT Steering Committee);

Quality of the annual financial statements and performance information (material misstatements);

Processing and reconciliations;

+ Capacity and skills within the Finance department;

- Investments - associates as well as investment properties (due diligence, disclosure, valuations, impairments,
adequacy and effectiveness of analytical reviews, service level agreement monitoring and enforcement, technical
reserves, fair value adjustments of investment properties and compliance);

+ Financial viability;

+ Material impairments and write-offs;

+ Supply chain and contract management;

+ Fruitless, wasteful and irregular expenditure;

+ Asset management;

+ Policies and procedures;

+ Record keeping;

+ Contingencies;

+ ICT and cyber security;

+ Delays in the implementation of the SAP system as well as ineffective project governance and management;

« Enterprise risk management (risk management, anti-corruption and fraud, business continuity management,
compliance and combined assurance);

+ COVID-19 Temporary Employee Relief Scheme and Workers Affected by Unrest (processes, control deficiencies,
payments, recoveries, impact on the liquidity and solvency of the Fund);

+ Unemployment alleviation schemes;

+ Non-compliance;

+ Governance;

« Audit action not addressing the root causes and ineffective monitoring thereof leading to repeat audit findings;
and

+ Lack of consequence management.

The AC is satisfied with the work performed by Internal Audit in terms of control, governance and risk management
as per the approved risk-based audit plan. At the end of the financial year, 92% of the approved risk-based audit plan
was reported as complete.

In-Year Management and Monthly/Quarterly Reports

UIF has reported to the National Treasury in accordance with the requirements of the PFMA. However, due to the
scope limitation imposed by Management, the AC was not able to execute its oversight responsibilities relating
to the Q2 financial and non-financial information. The instability at executive level revealed the lack of depth and
expertise within UIF and it was reflected in the quality of the financial reporting which regressed as well as the
overall performance of the Fund. However, the AC as well as assurance providers provided Management with
recommendations to improve the quality of quarterly financial and performance information reporting.
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Evaluation of Financial Statements

The AC has:

+ Reviewed the unaudited financial statements with due consideration of the Management assurance provided.
However, Internal Audit experienced a limitation of scope and was only able to provide limited assurance.
During the review in May 2021, the AC expressed serious concern with the overall quality of the unaudited
financial statements, high risk of recurring audit findings, unlisted investments (reliance on a deviation from the
GRAP standards despite not fulfilling all the requirements and additional disclosure due to the lack of reliable
information as well as the significant increase in impairments associated with the unlisted investments)
for which Management was also not in a position to provide assurance, high risk of scope limitations due
to lack of supporting documentation, the scope limitation experienced by IA, no Generally Recognised
Accounting Practice (GRAP) review and the risk areas identified by the AGSA were not adequately mitigated by
Management. Four months later, in September 2021, the AC once more expressed concerns with the unaudited
financial statements given the scope limitations by AGSA during the status of records review and once more
by IA, the high risk of repeat findings remained, lack of any adequate audit file (supporting documentation and
data integrity to system) to support the disclosures that may result in scope limitations as well as a high risk
of non-improvement in the audit outcome and even potential regression given that there were issues relating
to unlisted investments that remain unresolved, including reliance on a deviation from the GRAP standards
despite not fulfilling all the requirements;

Reviewed the unaudited information on predetermined objectives, with due consideration of the assurance
provided by Management and Internal Audit;

Reviewed changes in accounting policies and practices;

Reviewed the AGSA management and audit reports;

+ Reviewed compliance with legal and regulatory provisions; and

Reviewed and discussed the audited financial statements and information on predetermined objectives to be
included in the annual report, for any significant adjustments resulting from the audit report, with Management

and reported to the Accounting Authority.

Auditor-General's Report

The AC notes with concern the qualified audit opinion by the AGSA, which does not come as a surprise given the
concerns the AC highlighted prior to the submission of the financial statements, the scope limitations experienced
by assurance providers as well as oversight structures, instability at leadership and executive level as well as the
overall state of internal control, risk management and governance at the UIF during the 2020/21 financial year.
The audited annual financial statements may be read together with the audit report of the AGSA.

Way Forward

The return of the Commissioner and key executives is welcomed to provide the much-needed stability and lead

interventions to improve the overall internal control, governance and risk management of the UIF, which will

contribute significantly to the achievement of an improved audit outcome. The turnaround strategy should at

least focus on the aspects listed below and most importantly be underpinned by effective implementation and

driven by a culture of accountability:

- Extensive root cause analysis to guide the development of the audit action plan to address all the control
deficiencies identified with a specific emphasis on all the qualification and non-compliance aspects;

- Strengthening of the control environment, risk management and governance;

- Effective clean audit forum to monitor progress of the audit action plan implementation;

- Capacitation of the Finance function;

- Improving the quality of quarterly and annual financial and non-financial information reporting;

- Improving the overall performance of the institution and implementing consequence management in the event
of non-performance;

- Adequate and effective records management; and

- Allow the assurance providers (internal and external audit) and governance structures (AC, RMC ICT Steering
Committee and the Advisory Board) to effectively execute their respective mandates and ensure timeous
implementation of the recommendations provided.

Dr. P. Dala
Audit Committee Chairperson
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18. B-BBEE COMPLIANCE PERFORMANCE INFORMATION

The UIF has not developed its own incentive and preferential policies. It follows the National Treasury PPPFA/
BBBEE policies, guidelines and practice notes.
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1. INTRODUCTION

The primary objective of the Human Resource Management (HRM) and Organisational Effectiveness (OE)
Directorates is to provide strategic support to the UIF to enable the Fund to fulfil its mandate. This is achieved
through the implementation of initiatives and interventions aimed at continuously developing the organisation,
managing change, providing relevant human capital, optimising employee well-being, managing performance,
maintaining processes, managing harmonious employer-employee relations as well as the enhancement of
employees’ skills.

1.1 The key strategic human resource priorities
The key focus areas for the Directorates were:
+ Reducing and maintaining a low vacancy rate.
« Employment of people from designated groups.
+ Implementing learning and development initiatives for staff.
+ Promoting sound labour relations.
+ Promoting employee health and wellness and implementing diversity management programmes.
+ Implementing change management and employee engagement initiatives.
+ Management of business processes and standard operating procedures.
+ Implementing organisational development and design interventions.
+ Management of performance.

1.2 Staff establishment

At the end of March 2021, the establishment of the Fund comprised of 602 permanent posts. The percentage of
posts filled was 92.9% and 7.1% was vacant. The Fund placed a high value on employment equity in support of
government transformation initiatives. 53.7% employees on the UIF establishment were women, whilst 46.3%
were men. About 55% of senior management posts were filled by women. People with disability represented 2.8%
of the total number of employees.

1.3 Organisational Effectiveness

The Directorate Organisational Effectiveness (OE) implemented the Employee Engagement Strategy, which
included the on-boarding of newly appointed employees, as well as conducting interviews for exiting employees
in order to find the reasons behind staff turnover. The feedback obtained assist the UIF to reposition itself to be
the employer of choice. The objective is to ensure that the UIF employees remain engaged and committed so that
the Fund does not lose on its human capital investment and institutional memory. The Directorate also facilitated
the implementation of the performance management system aimed at aligning the key deliverables of employees
to the strategic objectives of the Fund. Lastly, the Directorate OE supported the Fund with the development and
streamlining of business processes, the development of standard operating procedures, as well as the provision
of organisational development and design interventions.

1.4 Performance Management

Due to the impact of COVID-19 pandemic and the subsequent extensions granted by the Department of Public
Service and Administration relating to the finalisation of performance management processes, the individual
employees’ performance rewards for the financial year 2019/20 were not paid. However, in the financial year
2020/21, only two officials were paid their performance rewards, but these payments were outstanding payments
for the 2018 /2019 financial year. The amounts paid to the two officials are reflected in the Human Resources
Oversight Statistics table.

1.5 Skills Development

The UIF implemented learning and development opportunities for all employees as part of the Human Resources
Development Strategy for the 2020/21 financial year. As part of this process, a total number of 221 employees
were trained in skills programmes through the implementation of the Workplace Skills Plan and other training
initiatives. Furthermore, the UIF appointed 106 Interns on a 24 months UIF Internship Programme that came to an
end in January 2021.
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1.6 Labour Relations

The Fund continued to harmonise labour relations through the enforcement of collective agreements and
implementation of the Public Service disciplinary code and grievance procedures. During the 2020/21 financial
year, eight (8) grievances were received of which 100% were resolved. A total of seven (7) disciplinary cases were
referred to Employee Relations to institute disciplinary action. One (1) disciplinary case was finalised and six (6)
disciplinary cases are in progress. During the reporting period, a further six (6) progressive disciplinary sanctions
were implemented.

1.7 Employee Health and Wellness Programmes

The Fund is a caring employer and considers its employees as the most valuable asset. Programmes aimed at
promoting individual and organisational wellness, health and productivity, as well as managing diversity were
implemented in collaboration with health and other professional institutions.

1.8 Key challenges

+ Impact of COVID-19 pandemic on all human resource management activities.
+ Finalisation of grievance and misconduct cases within stipulated timeframe.
+ Challenges related to the on-line performance management system.

+ Non-adherence to stipulated timeframes for the submission of performance agreements and assessments.

1.9 Key strategic focus for 2020/21

+ Maintaining a low vacancy rate and addressing the turnaround time for the filling of vacancies.

+ Employment of people from designated groups.

+ Implementing learning and development initiatives for staff.

« Promoting sound labour relations.

+ Promoting employee health and wellness and implementing diversity management programmes.
+ Implementing change management and employee engagement initiatives.

+ Management of business processes and standard operating procedures.

+ Implementing organisational development and design interventions.

+ Management of performance.

UIF | ANNUAL REPORT 2020/21

g; PART D: HUMAN RESOURCE MANAGEMENT



2. Human Resources Oversight Statistics

The personnel cost reflected in the following two tables, is an oversight of the total cost for the employees on the
UIF's Head Office establishment, staff members in provincial offices and officials paid a split percentage.

Personnel Cost by programme

Total
Expenditure
for the entity
((RY00]0)]

UIF 82 004 364

No. of
employees

Personnel exp.
as a % of total
exp. (R'000)

Average
personnel cost
per employee
(R'000)

3 562 418

Personnel
Expenditure
(R'000)

Programme

1487 782 1.81

Personnel cost by salary band

Average personnel
cost per employee
(R'000)

Personnel % of personnel exp. | No. of employees

Expenditure (R’000)

to total personnel
cost (R'000)

Top Management 1591 0,11 1 1591
Senior Management 41 038 2,76 33 1244
Professional qualified 295 174 19,84 367 804
Skilled 469 609 31,56 974 482
Semi-skilled 671 160 45,11 2 087 322
Unskilled 9211 0,62 100 92
TOTAL 1487 782 100,00 3562 418

The information contained in the following tables, provides an oversight of human resources statistics pertaining
to the employees on the Unemployment Insurance Fund’s head office establishment, excluding staff members in
provincial offices and officials paid a split percentage.

Performance Rewards

Programme//activity/

No of employees

Number of employees
rewarded per level

Expenditure for
performance rewards

objective
Top Management

Senior Management
Professional qualified
Skilled

Semi-skilled
Unskilled

TOTAL

Training Costs

Programme//
activity/

objective (R'000)

UIF 1487 782
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Personnel
Expenditure

(excluding interns)

22

136
193
198

559

Training
Expenditure
((RY0[0]0)]

4 545

N O B P O O O

Training
Expenditure

as a % of
Personnel Cost.

0.31 221

No. of
employees
trained

Average
training cost
per employee

20 565
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Employment and vacancies

Programme/ 2019/20 2020/21 2020/21 2020/21 % of vacancies

activity/objective | No. of Approved Posts | No. of Vacancies
Employees Employees

UIF 559 602 559 43 7.1

Programme/ 2019/20 2020/21 2020/21 2019/20 % of vacancies
activity/objective | No. of Approved Posts | No. of Vacancies

Employees Employees
Top Management 1 1 1 0 0.0
Senior 23 24 22 2 0.3
Management
Professional 146 159 136 23 3.8
qualified
Skilled 186 201 193 8 1.3
Semi-skilled 194 208 198 10 1.7
Unskilled 9 9 9 0 0.0
TOTAL 559 602 559 43 7.1

The Fund has maintained the vacancy rate at an acceptable level of 7.1%. Efforts were made to ensure that posts
were filled within 4 months, however recruitment and selection processes were greatly impacted by the COVID-19
pandemic.

Employment changes

Salary Band Employment at . Appointments Terminations Employmgnt at end
beginning of period of the period

Top Management 1 0 0 1

(SR15)

Senior Management 23 1 2 22

(SR13-14)

Professional qualified 146 0 10 136

(SR9-12)

Skilled 186 11 4 193

(SR7-8)

Semi-skilled 194 6 2 198

(SR4-6)

Unskilled 9 0 0 9

(SR1-3)

Total 559 18 18 559

Reasons for staff leaving

Reason Number % of total no. of staff leaving
Death 1 5.5
Resignation 10 55.6
Dismissal 0 0.0
Retirement 4 22.2
Il health 0 0.0
Promotion/Transfer out of the Fund 3 16.7
Total 18 100

The majority of officials (55.6%) resigned, citing better remuneration as the main reason for the resignation.
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Labour Relations: Misconduct and disciplinary action

Nature of disciplinary Action | Number

Verbal Warning
Written Warning
Final Written warning
Dismissal

o O w ~ O

Disciplinary action in process

Equity Target and Employment Equity Status
Levels

African Coloured Indian

Current % | Target % | Current % | Target % | Current % | Target % | Current% | Target %

Top 100 44.6 0.0 2.0 0.0 1.8 0.0 7.1
Management

Senior 34.8 44.6 0.0 2.0 4.3 1.8 0.0 7.1
Management

Professional 45.6 44.6 0.0 2.0 2.5 1.8 3.8 7.1
qualified

Skilled 40.9 44.6 0.8 2.0 0.3 1.8 11 7.1
Semi-skilled 55.7 44.6 0.0 2.0 1.3 1.8 1.3 7.1
Unskilled 0.0 44.6 0.0 2.0 0.0 1.8 0.0 7.1
AVERAGE 46.2 44.6 0.1 2.0 1.4 1.8 1.0 7.1

Levels FEMALE

AFRICAN COLOURED INDIAN WHITE

Current% | Target % | Current % | Target % | Current% | Target % | Current% | Target %

Top 0.0 36.2 0.0 15 0.0 1.2 0.0 5.6
Management

Senior 43.5 36.2 0.0 15 4.3 1.2 13.0 5.6
Management

Professional 34.2 36.2 3.8 1.5 1.3 1.2 8.9 5.6
qualified

Skilled 41.2 36.2 1.8 15 1.6 1.2 12.4 5.6
Semi-skilled 39.2 36.2 1.3 15 0.0 1.2 1.3 5.6
Unskilled 0.0 36.2 0.0 15 0.0 1.2 0.0 5.6
AVERAGE 26.4 36.2 1.2 1.5 1.2 1.2 2.9 5.6

Levels Staff with disabilities

Current % Current %
Top Management 0.0 0.0 2.8
Senior Management 0.0 0.2 2.8
Professional qualified 0.4 0.0 2.8
Skilled 0.5 0.7 2.8
Semi-skilled 0.5 0.5 2.8
Unskilled 0.0 0.0 2.8
TOTAL 1.4 1.4 2.8

The Fund regards the filling of posts in line with employment equity targets as a high priority. Employment equity
targets are taken into account during the recruitment and selection process.
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Website: www.labour.gov.za
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Twitter (@UIFBenefits)
Instagram (@UIF_Benefits)
YouTube (UIF Benefits)
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1. BUSINESS OPERATIONS

The Business Operations Directorate of the Fund continues to enable the Fund to fulfil its mandate through the
provision of the following functions:

+ Management and administration of the UIF database;

+ Management and administration of claims assessments and benefits payment;

Rendering assistance on UIF matters to Provincial offices, Labour Centre and service points;
+ Provision of Call Centre services;

+ Provision of operational system support for the business system Siyaya;

+ User Functional Training;

+ Issuing, monitoring and maintaining of standard operating procedures;

+ Monitoring performance;

+ Making inputs on policy and related matters

- Systems administration (Operational systems administration) and role allocation.

The operations of the Fund are delivered through various Labour Centres, Satellite offices (visiting points) and
Mobile units (UIF Busses). There are currently 125 Labour Centres through which members of the public can
access UIF services. These Labour Centres further service almost 823 visiting points within their geographical
location, and 3 busses travel the length and breadth of the country rendering UIF services to underserviced
areas.
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1.2 Registration of Employers

Atotal of 1919 186 employers are currently registered with the Fund. These are categorised mainly as commercial
employers, domestic employers and taxi employers. The bulk of the employers registered are in the commercial
sector. Since 2003, domestic households have continued to register themselves and the number of registered
employers on the database has grown steadily. Unfortunately, the taxi sector has been slow in complying with
the Fund’s requirements and registration. This evidenced by negligible increase in registrations during the past

year.

EMPLOYER REGISTRATION STATISTICS

Total Number of Employers Registered
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Number of Domestoc Employers
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Number of Taxi Employers
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1.3 Assessment Of Claims And Payment Of Benefits

The Fund provides benefits to workers who lost their jobs as a result of unemployment, iliness, maternity, adoption
leave or when the spouse, or life partner or children in the event of the death of a contributor. A total of 1 102 901
claims were received in the year under review compared to 1 006 873 received in the 2019/2020 financial year.
This reflects an increase of 96 028 claims (9.5%). A total of 918 916 claims were approved, which translates to
83% approval rate and rejected 183 985 (17%).

2019/2020 2020/2021

Benefit Types Approval Approval

Received Approved Rate Received Approved Rate
Adoption Benefits 49 24 49% 24 12 50%
Death/Dependant
Benefits 118 642 109 126 92% 13212 13212 100%
lliness Benefits 18 206 16 330 90% 13980 10 425 75%
Maternity Benefits 15337 15336 100% 91185 78 644 86%
Ordinary/
Unemployment
Benefits 851 089 798 669 94% 959 871 799 959 83%
Reduced Time/
Unemployment
Benefits 3550 2633 74% 24 629 16 664 68%
Grand Total 1006 873 942118 94% 1102901 918916 83%
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1.4 Total Number Of Claims Approved

2005/06 451 000 26 000 81 000 31 000 589 000
2006/07 421 000 30 000 96 000 25000 572 000
2007/08 397 000 25 000 89 000 16 000 527 000
2008/09 474 793 25648 94 336 15 959 610 736
2009/10 628 595 24 720 104 529 21 760 779 604
2010/11 578 266 22727 104 042 27123 732158
2011/12 555 969 20 966 104 407 24 513 705 855
2012/13 581 074 20 986 106 339 22732 731131
2013/14 618 293 19 670 105 021 19670 762 654
2014/15 577724 17 005 97 232 16 506 708 467
2015/16 568 408 15918 90 562 16 468 691 356
2016/17 519 343 16 508 98 538 16 708 651 097
2017/18 653 741 17 612 110 745 16 500 798 598
2018/19 634 283 15979 106 446 13 836 770 544
2019/20 801 302 16 330 109 150 15 336 942 118
2020/21 816 623 10 425 78 656 13212 918 916

Unemployment Claims Approved
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lliness Claims Approved
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Maternity / Adoption Claims Approved
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Dependents Claims Approved
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1.5 Total Monetary Value Of Benefits (‘000)

Year Unemployment lliness Maternity / Adoption Dependents | Total
2005/06 2 191 024 187 100 355 823 199 478 2933 425
2006/07 1991 428 179776 419185 247 462 2 837 851
2007/08 2 030 877 187 381 460 907 242 295 2921 460
2008/09 2 833 539 211 639 537 574 263 866 3846 618
2009/10 4 535973 231784 624 373 317 263 5709 393
2010/11 4322279 236 901 668 472 321 327 5548 979
2011/12 4 472 968 236 604 712 245 316 184 5738 001
2012/13 4781257 254 286 765 978 320 691 6122 212
2013/14 5750077 265 634 840 891 328 989 7 185 591
2014/15 5855371 258 525 819 701 276773 7210370
2015/16 6 449 973 264912 818 107 288 145 7 821137
2016/17 7 610 495 274 680 952 238 310 692 9148 105
2017/18 7 625 287 316 378 1059 153 346 232 9 347 050
2018/19 9203115 331 359 1218974 365 698 11119 146
2019/20 13 690 345 402 848 1811416 433 283 16 337 892
2020/21 R 15076 067 R 298 469 R 1361233 R 415 668 R17 151 437
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1.6 Total Monetary Value Of The 2020/21 Benefits

Reduced Worktime R 158 738 830.74
lliness R 298 469 757.61
Maternity R 1360988 784.91
Dependents R 415668 852.24
Adoption R 244 930.63
Ordinary/Unemployment R 14917 328 892.45
GRAND TOTAL R 17 151 440 048.58

Payments breakdown by Benefit Types

2%
1% 8%
\ /

Reduce Worktime Wl lliness () Maternity @ Dependents @ Adoption @ Unemployment
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Amount sent to the Financial System: Unemployment Claims ('000)
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Amount sent to the Financial System: lliness Claims (‘000)
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Amount sent to the Financial System: lliness Claims (‘000)
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Amount sent to the Financial System: Dependents Claims (‘000)
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Total Monetary of Benefits sent to Financial system (‘000)
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1.7.3 Non COVID-19 benefit payment since lockdown inception

Benefit type Beneficiaries Amount paid
Unemployment 2375778 R 13232877 541.46
Maternity 445 458 R 2481 164 539.02
Dependent 89 092 R 496 232 907.80
lliness and Adoption 59 394 R 330821 938.54
Total 2969 722 R 16 541 096 926.82

Normal vs Covid-19 TERS Benefits (Billions)

Normal Benefits R16.50
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2. LABOUR ACTIVATION PROGRAMMES

The UIF established the Labour Activation Programme (“LAP”) to enhance employability of the
unemployed, enable entrepreneurship and preserve jobs by integrating the unemployed people back to
the labour market.

2.1

1.1.1

1.1.2

2.2

1.21

1.2.3

1.2.4

1.2.4

Key Achievements

During the 2020/2021 financial year to date, the UIF has facilitated the establishment of ninety-
six cooperatives in both the KwaZulu Natal and the Eastern Cape provinces.

At the start of the 2020/2021 financial year, the UIF Funded a number of entities who are
currently implementing programmes focused on training aimed at new venture creation, namely:
Enterprise llembe Economic Development Agency (86); Mpumalanga Growth Agency (758);
North West Development Corporation (287); and Walter Sisulu University (1 500). A total of 2 631
persons will benefit from these programmes.

Key Challenges

Whilst it is noted that recruitment and selection process is under way (albeit the Deputy Director
LAP for provincial operations post were withdrawn twice already), there are human resource
capacity constraints. The Assistant Directorposts are still to be advertised by Human Resources
Management and Development. There are currently 46 Funded partners with a total of 84 783
learners across the breath of the country and LAP is expected to oversee all those with the
current skeletal staff.

The human resource capital deficiency also hampers the requirement for LAP to provide effective
oversight and monitoring of projects which consist of an excess of 177 training sites across all
nine provinces.

The capacity challenge will be addressed when all the posts reflected on the approved structure
are filled and incumbents are working.

One glaring challenge is that most funded partners do not provide the incubation and related
support for learners who have qualified under the new venture creation/enterprise development
programme. This challenge can be addressed by the UIF providing the additional resources to
support the incubation of cooperatives and enterprises started by participants in projects in
order to give them a fighting chance for survival.This challenge is expected to be addressed
when new projects are undertaken. The UIF will only be funding programmes which will result in
jobs for the participants/beneficiaries or business ventures.
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