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Presentation of the LGSETA 2014/15 Annual Report
to the Minister of Higher Education and Training

To the Minister of Higher Education and Training, Dr Bonginkosi Emmanuel Nzimande

I have the honour of submitting the Local Government Sector Education and Training Authority Annual Report to you in
accordance with the Public Finance Management Act No. 1 of 1999 for the period 1 April 2014 to 31 March 2015,

Ngaba Ngandela

Administrator
Local Government SETA
August 2015
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STRATEGIC OVERVIEW

Vision

To be the foremost SETA producing an extraordinarily skilled and capable local government sector.

Mission

To promote and coordinate skills development initiatives and strategic sectoral training interventions, to enhance
efficiency and effectiveness of the local government sector through:

. Conducting sectoral skills planning and research.

. Developing and implementing quality learning programmes and relevant occupational qualifications.
. Monitoring and evaluating training initiative performance.

. Communicating and marketing skills development and career advancement opportunities.

. Approving and disbursing skills development grants.

Values

We embrace the principle of humanness as ingrained in our African culture and the
Ubuntu . . . - . .,
eight service delivery principles of “Batho-Pele”.

We commit ourselves to be clear in the pursuit of our mandate and ensure that
Transparency all our activities, strategies, policies and decisions are communicated to our
stakeholders.

We commit ourselves to the efficient use of LGSETA resources to ensure
sustainable skills development in the local government system.

Sustainability

. . We commit to impartiality, fairness, competence and shall exercise diligence in the
Professionalism ) )
execution of our duties.
We are committed to preserving the good image of the LGSETA by upholding good
Integrity ethical standards through avoiding conflict of interest in what we do; safeguarding
LGSETA assets, delivering value for money, and avoiding self-enrichment.
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LEGISLATIVE MANDATES

The LGSETA was established in terms of the Skills Development Act No. 97 of 1998 with the mandate to promote
skills development for the local government sector. The Minister of Higher Education and Training relicensed the
LGSETA for the period of April 2011 to March 2016, to operate within the skills development framework articulated in
the National Skills Development Strategy Il (NSDS IIl) and other policies and strategies presented below.

Legislation/ Policy/Strategy

South African Constitution 1996

Public Finance Management Act
No. 10f 1999

Skills Development Act 98 of
1998

Skills Development Levies Act
No. 9 of 1999

Municipal Systems Act No. 2 of
2000

National Qualifications
Framework Act No. 67 of 2008

Skills Development Amendment
Act 26 of 2011

White Paper on Post-School
Education and Training

Section 29(1)(a) and (b) provides for the state to take reasonable measures to
make adult and further education accessible to citizens as a human right.
Section 152 and 153 of the Constitution outline the role of local government in
promoting social and economic development while maintaining and improving
service delivery to all community members.

Section 156 speaks of local government as the foundation for participatory
democracy and service delivery.

Section 195(1)(a)-(f) articulates the values and principles governing public
administration.

The LGSETA is a public entity that falls under Schedule 3A of the Public
Finance Management Act, No 1 of 1999.

To develop the skills of the South African workforce - to improve the quality
of life of workers, their prospects of work and labour mobility; to improve
productivity in the workplace and the competitiveness of employers; to
promote self-employment; and to improve the delivery of social services.

The Act makes provision for leviable employers to pay 1% of their payroll to
the South African Revenue Service (SARS).

Section 68(1) of the Municipal Systems Act requires that municipalities
comply with the Skills Development Act, and the Skills Development Levies
Act, to develop their human resource capacity, to perform its functions and
exercise its powers in an economical, effective, efficient and accountable way.
The LGSETA employs the provisions of Chapter 5 of the National
Qualifications Framework Act 67 of 2008 (NQF) to design training
programmes, to carry out quality assurance, assess learner achievement and
accredit training providers.

To amend provisions relating to the establishment, amalgamation and
dissolution of SETAs; to provide for the incorporation of a subsector of one
SETA into another SETA, to provide for the composition of an Accounting
Authority for each SETA; to regulate the eligibility to become a member of an
Accounting Authority; to provide for a constitution for every SETA.

The White Paper on Post-School Education and Training aims to establish

a vision for the type of post-school education and training system that the
Department of Higher Education and Training (DHET) desires by 2030 (DHET,
2013).

Annual Report - 2014/15 pg 5




LEGISLATIVE MANDATES (continued)

The 1998 White Paper on Local = The White Paper on Local Government explains developmental local
Government government as to maximise social development and economic growth

through the integrated coordination of development activities by empowering
communities to participate meaningfully as well as providing the necessary
leadership that promote the building of social capital, learning and information
sharing.

Local Government Turnaround Cabinet adopted the Local Government Turnaround Strategy (LGTAS) in

Strategy (LGTAS) 2009 that was designed to strengthen the ability of municipalities to perform
their functions as an enshrined in the constitution.

National Skills Development The NSDS Ill is the key strategic guide to inform skills development

Strategy Il (NSDS III) interventions and sector skills planning in all SETA’s to respond to skills
development challenges in the country for the period 2011 - 2016.
Furthermore, the NSDS Ill identifies seven key developmental and
transformative imperatives of race, class, gender, geography, age, disability,
and HIV and AIDS pandemic that will inform the nature and scope of skill
development interventions by SETA’s.

National Skills Accord The National Skills Accord is a multi-constituency agreement between
business, organised labour, community constituents at the National Economic
and Development Labour Council (NEDLAC), and government. It was signed
to support the New Growth Path target of creating five million jobs by 2020.
The Accord identifies eight commitments in relation to training and skills
development that need to be implemented by the constituencies to achieve
the New Growth Path.

National Human Resource The Strategy has several commitments designed to address the priorities

Development Strategy of South  of South African Government in terms of skills development that supports

Africa economic and social development, facilitating greater access to education
opportunities as well as building a capable public sector to meet the needs of
a developmental state.

National Development Plan 2030 Chapter 13 of the National Development Plan 2030.

Strategic Integrated Projects The 18 SIPs focus on infrastructure development as a catalyst to facilitating
(SIPs) the creation of five million jobs by 2020.
Youth Employment Accord The Youth Empowerment Accord has six commitments that include

education and training; access to work exposure; increase the number of
young people employed in the public service; youth target set-asides; youth
entrepreneurship and youth co-operatives; and to develop private sector
youth absorption programmes. The LGSETA has and continues to support
government’s drive to empower the youth by facilitating access to its skills
development opportunities and programmes that include learnerships,
internships, workplace learning, and bursaries. The LGSETA has also facilitated
access for the unemployed youth to such skills development opportunities.
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LGSETA SCOPE OF COVERAGE

The following table provides an overview of the scope of coverage of the LGSETA based on levy income received for
the year under review.

SIC Code Main activity

50493 Any utility or agency, wholly or partially owned by a municipality providing local government services

under contractors or a municipality

91201 Category A municipalities: All functions, services and facilities provided by a metropolitan council as
determined by 84 (1): (2) and (3) of Act 117 of 1998 - Local Government Municipal Structure Act of
1998

91202 Category B municipalities: All functions, services and facilities provided by local council as determined
by 84 (1), (2) and (3) of Act 117 of 1998 - Local Government Municipal Structure Act of 1998

91203 Category C municipalities: All functions, services and facilities provided by a district council and

district area management as per Act 117 as determined by 54 (1), (2) and (3) of Act 117 of 1998 Local
government Municipal Structure Act 1998

91204 Organised local government: a statutory or regulatory body assigned the function as per constitution
of RSA, to deal with matters at an executive level within local government

91300 Local authority activities

91304 Municipal planning

91306 Billboards and the display of advertisements in public places

9130F Land use planning

93304 Social work in local governments

94001 Refuse and sanitation

94002 Health and community services

94005 Other community work in local governments

96001 Recreational, cultural and sporting activities by local governments

96331 Parks and gardens

96414 Local sports facilities
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ORGANISATIONAL STRUCTURE
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FOREWORD BY THE ADMINISTRATOR

It gives me pleasure once again to submit the Annual
Report of the LGSETA to the Executive Authority for
tabling in Parliament. The last two years have been a
difficult but worthwhile journey for the organisation,
as we strove to restore proper governance and
management, and to reposition the organisation to
play the crucial role that it ought to play in facilitating
skills development in this crucial sector of our country.
It has taken a lot of pain, sacrifice and many difficult
decisions, but today we are proud to submit an annual
report containing financial statements that have
received an unqualified audit opinion from the Auditor-
General. To us this vindicates the correctness of the
decision to place the SETA under Administration,
following a disclaimer audit opinion three years ago.

As we have reiterated before, local government
is the sphere of government through which most
people ‘touch and feel’ government. It is therefore
vitally important that local government functions
well, and is able to discharge it’s responsibilities.
A repositioned and properly functioning LGSETA is

critical in supporting local government discharge its
responsibilities.

As stated in the last Annual Report, great strides had
been made to lead the organisation through a period
of renewal through which the SETA would emerge
stronger and better positioned to play its role in
facilitating skills development in local government.
During this period the Administration team continued
with the work of turning the organisation around, to
make it a modern and responsive organisation. As part
of the changes that were introduced, a new brand
identity for the organisation was launched. This was
in line with what we sought to do, which had been
communicated to the stakeholders in the stakeholder
engagement sessions that were held throughout
the country, that of repositioning the organisation
among its stakeholders. A new positioning statement
“CREATING GREATER IMPACT”, which articulates
our aspiration for the LGSETA, was decided upon.
This forced us to think very critically about the type
of brand and logo to support such a positioning
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FO R EWO R D (continued)

statement. We understood that this positioning was
to serve as a rallying cry to all LGSETA employees, as
well as other stakeholders. It was developed to inspire
and inform LGSETA’s employees on the individual roles
they play in building our country and its infrastructure.
With this in mind we set about creating a visual identity
that would reflect this. The logo consists of a series of
parallel lines that start out at a platitude. This platitude
gradually progresses into more varied and undulating
lines that represents the LGSETA’s ability to affect
greater change. With this new brand identity, and with
allthe work that has been done to turn the organisation
around, and reposition it for greater impact, a new
communications and marketing strategy has also been
developed.

To support sustained skills development within the
sector, the LGSETA entered into a number of strategic
partnerships including partnerships with the South
African Local Government Association (SALGA) to
fund skills development of over 5000 Councillors.
Another partnership was established with the South
African Local Government Bargaining Council to train
members of Local Labour Fora, and implementation
will take place in the new financial year. Furthermore,
to support the work of the Department of Cooperative
Governance and Traditional Affairs, the LGSETA
participated in the Technical National Municipal
Capacity Coordination and Monitoring Committee
as well as funded a number of interventions aimed at
developing the capacity of the local government. Other
partnerships to facilitate access to skills development
were formed with a number of TVET Colleges, with
two satellite offices being established at Umfolozi
TVET College and King Sabata Dalindyebo TVET
College. In terms of the SETA’s efforts to strengthen its
skills planning mechanism through research, the SETA
signed a number of agreements with public higher
education and research institutions including the Vaal
University of Technology, University of Witwatersrand
and the Council for Science and Industrial Research.

Significant progress was made by the LGSETA to
facilitate access to a number of skills development
interventions compared to the previous year. Overall,
in 2014/15, the LGSETA funded in excess of 800 new
learner artisans in the areas of electrical engineering,
plumbing, bricklaying, fitter, millwright and
boilermaking. Furthermore, the LGSETA funded many
learnerships for employees and unemployed individuals
in environmental management, horticulture, water
and sanitation, fire and rescue, road construction,

municipal finance, OD-ETDP, LED, water process
control, electrical engineering, bricklaying, plumbing
and urban/town planning among others. A large
number of employed and unemployed individuals were
also funded to access skills programmes. Importantly,
the LGSETA funded projects to allow employed and
unemployed individuals to participate in various AET
programs. We also heeded the call of the Minister to
support learners to access experiential learning in
workplaces across the country.

As the NSDS Il landscape draws to a close, the SETA
will continue its work to contribute to the eight goals
that have been articulated and importantly, will review
its impact and consolidate the gains it has made over
the NSDS Il in developing skills within and for the
sector.

Once again | wish to express my sincere appreciation
to the Director-General and his team, for their
unwavering support and guidance during the year
under review. | wish to thank all our stakeholders,
individually and collectively, as represented in the
Working Group, for their dedication to the work of the
SETA, and their diligence as always. | wish to thank the
staff of the SETA, who are working tirelessly to ensure
that the objectives of the organisation are met. Finally
| congratulate the newly appointed CEO, her Executive
team, the incoming board, and wish them all the very
best as they take the baton, and move the organisation
to the next level. | sincerely hope that they will seek
to understand where the organisation comes from,
what has been done, and build on that, for the sake
of this important sector. |, together with the team of
professionals | was working with, have done our best,
under extremely trying times, to turn the organisation
around from where it was, and we believe that this
annual report demonstrates the amount of work that
has gone in, and what has been achieved. It is now time
for the organisation to return to normality. We are
proud of what has been achieved, and we now hand
over to the new team to take the organisation forward.

Ngaba Ngandela
Administrator

Local Government SETA
August 2015



BECOMING A MODERN AND RESPONSIVE LGSETA

In this section of the report, an overview of the progress
made by the SETA across many fronts is presented and
anchored in the four pillars of organisational excellence
- governance, people, operations, and innovation - that
underpinned the term of Administration.

Building a capable LGSETA

Building capacity in the organisation included
heightened recruitment to fill up Executive and other key
positions in the organisation, conducting a skills audit to
understand the skills levels of our employees, as well as
supporting employees through learning opportunities.
Other interventions such as the job grading, and salary

benchmarking were also conducted.

An Employee Satisfaction Survey was conducted with
the purpose of obtaining insights on how the SETA’s
HR, Employee Engagement and Talent Management
Strategies could empower employees to embrace a
culture of continuous improvement, high performance
and engagement, service and accountability. Employees
indicated high levels of job satisfaction as well as
with respect to their direct manager. The SETA will
implement recommendations from the survey to
improve aspects of human resources including among
others performance

management, learning and

development and communication.

Systems and processes to
support enhanced organisational
performance

The LGSETA has historically combined two related but
distinct processes in its management of Discretionary
Grants (DG). These are the submission of the WSP-
ATRs, and applications for Discretionary Grants, through
the Declaration of Intent (Dol) forms. This system
created an undesirable situation in which allocations
for Discretionary Grants would happen very late in the
financial year of the SETA, leaving very little time for
projects to be initiated during the same financial year,
and the organisation to be able to report against its

Annual Performance Plan (APP) as required. To this end,
the SETA reviewed its DG processes to ensure better
alignment with planned training of the sector.

The new DG processes effective from 1 April 2015
broadly follow three phases, with the first being
undergoing a compulsory due diligence for shortlisted
applicants, the second being the provision of “Intention
to contract” (ITC) letters for those who have met due
diligence requirements, and the final phase being
the contracting of successful applicants. While the
SETA acknowledges that there will be some teething
problems that invariably accompany the introduction of
any new system, it is anticipated that the new system
and process will lead to higher levels of performance
through the upfront elimination of applicants who are
not in a position to deliver on programmes.

The base ICT Corporate Governance documents
(ICT Governance Charter, ICT Policy Framework and
ICT Governance and Management Framework) were
developed and approved. These documents serve as a
foundationtowards putting ICT Governancestructuresin
place as well as developing and reviewing all ICT policies
and procedures. A comprehensive ICT environmental
assessment was conducted toward the end of the year
and the results as well as recommendations are now
being used to develop an ICT Strategy and improve
those areas identified as needing improvement.

Working together with
Stakeholders

The LGSETA Working Group that was established to
ensure continued engagement with key stakeholders in
the sector in the first term of Administration continued
to be an important reference group to support
Administration activities. Representatives from the
Department of Cooperative Governance and Traditional
Affairs, SALGA, SAMWU and IMATU actively participated
in key activities of the LGSETA mainly that of providing
input to the new LGSETA Constitution.
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BECOMING A MODERN AND RESPONSIVE LGSETA (continued)

In terms of capacity building projects, the LGSETA
continued to work closely with many of its constituent
stakeholder  groups. Working  together  with
municipalities, a significant number of officials were
trained as well as facilitating access to training for
unemployed individuals from their communities during

the financial year.

A flagship project with SALGA where 5 180 Councillors
are to be trained commenced with 2 ooo Councillors
having started the programme. A further 599
Councillors are being funded to complete the Leadership
Another
intervention has been the capacity building grant that
has been committed for SALGA, SAMWU and IMATU for
a three year period since 2013/14. To support sustained
skills development within the sector, the LGSETA signed
a memorandum of agreement with the South African

Development  Programme. important

Local Government Bargaining Council to train 4 ooo
Local Labour Forum members and implementation will
take place in the new financial year.

To support the work of the Department of Cooperative
Governance and Traditional Affairs, the LGSETA funded
a number of projects that included the development of
the Councillor Toolkit, Local Government Competency
Framework and the National Coordinated Programme
of Support with the Women Councillor Support and
Councillors with Disability toolkit development to be
completed in 2015/16. In addition, the LGSETA worked
with the Department at the Provincial level with just over
R4.2 million in discretionary funding availed to KwaZulu-
Natal, Limpopo and Mpumalanga Provincial Departments
to train 316 individuals in disaster management, fire and
rescue, municipal finance management, monitoring and
evaluation and municipal public accounts management
learnerships or skills programmes.

Engaging our Stakeholders
Throughout the Administration, the importance
of rebuilding the organisation to be a modern and
responsive organisation represented by four pillars
of excellence (governance,

operational, people

and innovation) was the message consistently

communicated to the stakeholders of the LGSETA.
The LGSETA Stakeholder Engagement Survey was
completed at end of two years of Administration, an
opportune time to take stock of the progress to date
of this central tenet to building the ‘new’ LGSETA.
The findings of the survey, albeit from a low response
rate, provided useful insights how stakeholders had
experienced engagement with the SETA during the two
years of Administration and importantly, comparing
experiences of the last 12 months of Administration to
the first 12 months of Administration.

The findings of the survey show that the LGSETA was
been rated positively, with the overall level of satisfaction
at 67% based on the responding stakeholders rating of
‘very satisfied’, ‘satisfied’ and ‘somewhat satisfied’ over
the last 12 months with their engagement with the
LGSETA. The mainreasons for this was that stakeholders
believed that the LGSETA had been prepared and
willing to listen, had been helpful/supportive and that
the quality of the relationship between stakeholders
and the LGSETA was generally seen in a positive light.
Stakeholders indicated that areas that are important in
terms of stakeholder engagement include maintaining a
quality work relationship between the LGSETA and the
stakeholders, communication (consistency and quality),
responding to queries as well as including stakeholders
when formulating, introducing, implementing and
evaluating new policies, systems and processes that
have a direct impact on their ability to implement. Going
forward stakeholders identified areas for improvement
including reducing the bureaucracy around LGSETA
processes, being more proactive and responsive to
stakeholders’ needs, communication as well as engaging
stakeholders in a more meaningful manner.

An important element of the repositioning of the SETA
was to re-introduce the Annual General Meeting (AGM)
where the SETA could report back to its Stakeholders.
The 2014/15 AGM was held in Johannesburg and
was attended by various stakeholder groups who
welcomed the event highlighting its importance post
the Administration.



BECOMING A MODERN AND RESPONSIVE LGSETA (continued)

Strengthening Sector
Skills Planning

An important milestone that was reached in 2014/15
as the development of the automated online WSP and
ATR system that was rolled out for use for the April
2015 submission. This was in direct response to what
the SETA’s Stakeholders had clearly voiced during the
Stakeholder Roadshows in 2013.

A key feature of the Administration has been to
strengthen its sector skills planning mandate through
conducting appropriate research internally as well as
through partnerships with higher education institutions
and research institutions. A number of research
partnerships were signed for 2014/15 including
among others, partnerships with the Vaal University of
Technology (VUT), the Council for Science and Industrial
Research, the University of Witwatersrand and with
the Centre for Education Policy Development. While
many of the research activities are set to be completed
in 2016, a number were completed in 2014/15. These
include the successful LGSETA-VUT Water Waste Water
Roundtable Summit held in February 2015 attended by
over 100 delegates from academia, municipalities and
professionals in the sector; and the CSIR research on
Climate Change and Disaster Management in Local
Government and Skills Needs. A tracer survey of
beneficiaries that completed a Learning Programme
funded by the LGSETA between 2011/12 and 2013/14
was completed with 1 681 beneficiaries successfully
completing the survey.

The LGSETA has not been projecting future skills
demand in the sector as part of skills demand planning
and to address this gap, the LGSETA will be working with
the CSIR to develop a model in 2015/16. Importantly,
the SETA has continued to actively participate in all
Skills Planning processes and activities facilitated
and led by the Department of Higher Education and
Training. Furthermore, the SETA significantly increased
its participation in the Government SETA structure
working with other SETAs that include the ETDP SETA,
H&W SETA, PSETA, and SASSETA on various Sector
Skills Planning activities.

Facilitating greater access
to occupationally-directed
training

A significant turnaround has been achieved in facilitating
access to occupationally-directed training in 2014 for
the unemployed. Through the SETA’s partnership with
the Free State Office of the Premier, 188 graduates
were placed in internships across different Departments
while through the SETA’s partnership with the Central
University of Technology in the Free State, a further 208
learners were placed for workplace integrated learning.
The municipalities have continued to open their work
places to learners to gain experience with the City of
Tshwane leading the way in this regard.

A total of 3 614 unemployed learners were registered
for various skills programmes funded by the SETA with
a further 2 660 unemployed learners registered for
various learnerships in 2014/15. Importantly, a total of
814 learners were registered for artisan qualifications in
a number of trades considered important for the sector
and with 788 of those being unemployed learners, the
SETA contributed towards the development of skills
supply for future skills demands for the sector as well
as addressing some of the scarce skills identified for
the sector and the country to meet its developmental
agenda as outlined in the National Development Plan
and SIPs. Furthermore, the SETA continues to provide
bursaries to deserving learners with 127 learners
awarded bursaries in 2014/15.

Contributing to the
development of a
response TVET College
system

Contributing to the growth of a technical, vocational
education and training (TVET) system that is in
response to the needs of its community and country
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BECOMING A MODERN AND RESPONSIVE LGSETA (continued)

as a whole is also important to respond to the Post-
School Education and Training White Paper that calls
for greater access and diversity of provision. In this
regard, the SETA signed a further 11 new LGSETA-
TVET College Partnerships for the 2014/15 financial
year. New partnerships were signed with Buffalo City
FET College, Central Johannesburg College, Eastcape
Midlands TVET College, Flavius Mareka TVET College,
Ikhala FET College, King Hintsa TVET College, King
Sabata Dalindyebo TVET College, Maluti TVET College,
Mnambithi FET College, South West College, and
Umfolozi TVET College.

These partnerships are key to responding to the call
for SETAs to facilitate access to skills development. A
number of training interventions namely learnerships
and artisan development programmes have been
implemented with more interventions to be
implemented in 2015/16, particularly in facilitating
access in rural parts of the country. A flagship TVET
Partnership for the SETA in 2014/15 was with Umfolozi
TVET College where 450 learners were provided with
the opportunity to access learnerships across a number
of qualifications that included environmental practice,
public administration, electrical engineering, plumbing,
roadworks, and bricklaying. A further 140 learners
were registered for various artisanal development
programmes in the electrical, plumbing, fitter, welding
and mechanic trades.

Responding to the Post-School Education and Training
White Paper, the SETA opened two new satellite
offices at King Sabata Dalindyebo TVET College and
Umfolozi TVET College. These satellite offices have
been established to provide the critical link between
the SETA with industry in the area through the TVET
College where it is hoped that the SETA-TVET-Industry
relationship can be leveraged to support the work of the
SETA such as in career guidance as well as facilitating
access to workplace learning. Furthermore, it is through
this partnership that the SETA will be able to implement
the TVET lecturer development — a new intervention
that it will be introducing in 2015/16.

Facilitating access to
skills development
opportunities through
adult education training

In support of addressing the low levels of literacy, the
LGSETA funded Adult Education and Training (AET)
programmes for 1 583 municipal officials and a further
1 271 for unemployed individuals across the four AET
levels. Greater levels of literacy are important to improve
employability for those seeking employment as well as
those who are self-employed.

A study on Adult Education and Training (AET) in the
local government sector was conducted based on the
fact that AET has been identified as key for improving
adult language and numeracy skills to enable access
to additional training opportunities. Recognising the
importance of supporting an education and training
system that must adapt to the needs of the millions of
adults and youth who are not employed, poorly educated
or otherwise not studying, the SETA developed three
e-AET programmes in communication, literacy and
life orientation that are to be piloted with 30 learners
in 2015/16. The findings of the pilot will provide useful
insights on future implementation as well as impact on
facilitating greater access.

Supporting greater levels of work-
based skills development for the
sector

Higher numbers of employees accessed skills
development programmes in 2014/15. A total of 2 470
employees were trained in various skills programmes
including water and waste water management,
community development, amongst others. A further
2 872 employees were registered for learnerships in the
water and waste water, municipal finance management,
local economic development, disaster risk management
among others. The SETA provided 30 bursaries to
employees in 2014/15 and it is expected that this figure
will improve in 2015/16 through the introduction of the
new discretionary grant process.



BECOMING A MODERN AND RESPONSIVE LGSETA (continued)

Building greater awareness of a
career within the sector

A significant number of young people were provided
with the opportunity to learn about pursuing a possible
career in the local government sector through 27 career
events that the SETA participated in. Importantly, just
under 15 000 people received the Career Guide where
it is hoped that the SETA can begin to influence career
choices of young learners completing school as well
as those pursuing higher education qualifications. In
addition, the SETA further revamped the Career Guide
to be aligned to the new corporate identity.

Supporting community training
Initiatives

The LGSETA led an inter-SETA collaborative effort to
explore how the SETAs could implement an integrated

skills development intervention in a particular area.
The objectives of the intervention included providing
a collaborative platform for the SETAs to make a
meaningful strategic impact in municipal communities
through skills development interventions; support the
strategic paradigm shift in focus of SETAs to train as
a collective to build skills in communities beyond their
sector;and to facilitate skills development to support the
implementation of broader national programmes that
strengthen broad based socio-economic development
in communities. We hope that the new management
team of the SETA will take this work forward.

Working with the Nkungumathe Youth Development
Forum, a rural-based not-for-profit organisation
based in KwaZulu-Natal, in 2014/15, the LGSETA
funded workplace integrated learning for 39 learners,
internships for 97 learners, AET for 350 community
members while a skills programme in new venture
creation for 175 learners will be implemented in 2015/16.
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PART B: PERFORMANCE INFORMATION

The vision of South Africa’s National Skills Development
Strategy (NSDS) Il is a skilled and capable workforce
that shares in, and contributes to, the benefits and
opportunities of economic expansion and an inclusive
growth path. The strategy informs sector skills planning
and skills development interventions in SETAs, to
respond to skills development challenges in the country
for the period 2011 - 2016.

Furthermore, the NSDS Il identifies seven key
developmental and transformative imperatives that
are required to inform the nature and scope of skills
development interventions by SETAs. These are race,
class, gender, geography, age, disability, and HIV and
AIDS pandemic.

Being at the forefront of creating a better life for
all in South Africa, local government should be a
facilitator, driver and/or enabler of initiatives that
support the growth of an equitable and inclusive
economy through sustainable service delivery. The key
levers that municipalities can use to facilitate greater
economic development include the provision of sound
socioeconomic infrastructure such as roads, water
sanitation and electricity among others. As such, service
delivery backlogs still facing many municipalities will
have a significant impact on the municipalities’ ability to
attract and retain business in their localities.

In contributing towards addressing the backlogs and
challenges, the LGSETA continues to promote and co-
ordinate skills development initiatives and strategic
sector training interventions to enhance efficiency and
effectiveness of the local government sector, through
its eight strategic outcome-oriented goals.



STRATEGIC OUTCOME ORIENTED GOALS OF LGSETA

The LGSETA has eight strategic outcome orientated
goals for the period of 2011 - 2016 as per the LGSETA
Strategic Plan. A brief description of each outcome is
presented below. Some of the main strategies to be
implemented by the LGSETA to achieve the outcome
for the next financial year are also presented.

Strategic outcome-oriented goal 1: A credible skills
planning and implementation system for the local
government sector.

Goal statement | Local government sector skills
development information is
researched, documented and
communicated for effective
planning over the next four years
and strategic projects in support
of scarce skills and government
priorities are implemented.
NSDS llI: 4.1 — Establishing a
credible institutional mechanism

Linkage

for skills planning

Progress made in 2014/15

In the year under review, the Sector Skills Plan (SSP)
2014 Update, as well as the scarce skills guide to identify
the top ten skills and proposed training interventions
to address the scarcity informed, were developed and
approved by the DHET. Several sources of data and
information were used. Importantly, the SETA improved
the WSP and ATR template used for collecting
information from municipalities and some municipal
entities. Some of the improvements included firstly, the
SETA obtaining organograms from the municipalities
to get a better idea of the occupations upon which the
OFO Codes were revised to better align to the sector,
secondly incorporating descriptions of each occupation
and key skills development terms used throughout
the template, and finally building in a data validation
feature to ensure that templates were completed and
that the information was more accurate. The LGSETA
further embarked on a series of WSP Launch sessions
and training workshops to ensure proper use of the
template resulting in 262 compliant submissions for the
year under review.

An important aspect of establishing a credible
institutionalmechanism for skills planning entails building
the research capacity internally as well as working with
research institutions. To this end, the LGSETA signed
Memoranda of Agreements with the Vaal University of
Technology (VUT), Council for Science and Industrial
Research (CSIR), the University of Witwatersrand
Centre for Researching Education and Labour and the
Centre for Education Policy Development with five
research projects being completed in 2014/15.

The CSIR was commissioned to conduct the study
for the LGSETA to understand the impact of climate
change and disaster management in the local
government sector in order for the sector to begin/
accelerate the upskilling or training of appropriate skills
that it will need to ensure greater risk reduction and
climate change. Another research project completed
was an evaluation survey of the WSP and ATR 2014
submission where an online survey was developed and
sent to Skills Development Facilitators to complete. The
VUT completed several research activities as part of
the Memoranda of Agreement signed in 2014 and that
included the hosting of the Water and Waste Water
Round Table Discussion in February 2015 with a think
piece developed based on key issues arising from the
Round Table Discussion.

The fourth research project completed was the
development of a concept note to identify and examine
career choice factors with a focus on the youth. It is
importanttoresearchtheyouth’scareerrelatedattitudes
so that the government has a clear understanding of
what they bring to the workplace, what they expect from
employers and how they are different from previous
generations. It is anticipated that a better understanding
of the youth’s perceptions will assist local government in
formulating its recruitment, development and retention
strategies. The final research project completed was
a tracer survey where 1 681 beneficiaries successfully
completed the telephonic survey. The aim of the study
was to locate beneficiaries of selected LGSETA-funded
skills development programmes and/interventions to
ascertain their current employment status and impact
of the intervention on professional development. At
the time of the study, 1 398 participants indicated that
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STRATEGIC OUTCOME ORIENTED GOALS OF LGSETA

(continued)

they were employed while 197 participants indicated
that they were unemployed. A further 38 participants
indicated that they were on an apprenticeship, internship
or learnership, while 26 were self-employed indicated
with a further 22 studying full-time.

To support the work of the SETA, quarterly Skills
Development Facilitator forums are held where capacity
building workshops are conducted. For 2014/15,
capacity building focused on the new WSP and ATR
online as well as the new discretionary grant process as
well as other skills development issues. With respect to
facilitating capacity building for the Human Resources
Development Council, the target was not attained, as
some Provinces are yet to establish these Councils.
However, in the Western Cape and Limpopo provinces,
the LGSETA participated in the SALGA Working Group
sessions focusing on human resource development for
the sector. The SETA has funded a project that will see
more capacity building of Local Labour Forums and
Training Committee members compared to what was
achieved in 2014/15. Such capacity building is important
to improve the capacity of such structures to oversee
and monitor both the development and implementation
of skills development at the workplace.

Strategies to achieve goal in 2015/16 include the
following:

. Improve the WSP and ATR submission process to
ensure greater quality of data collected to ensure
better skills planning.

. Continue to strengthen partnerships with higher

(HEls)/academic and

research institutions to support the LGSETA’s

research capacity and further improve research

education institutions

output in line with the LGSETA'’s research agenda.

Strategic outcome-oriented goal 2: Increasing access
to occupationally-directed programmes within the
local government sector.

Goal statement | Provide customised and quality
training in priority skills for

all categories of the local
government workforce between

2012 and 2016.

Linkage NSDS llI: 4.3 - Increasing access
to occupationally-directed

programmes.

Progress made in 2014/15:

The LGSETA continued to support various learnerships,
artisan development, skills programmes and internship
programmes for the local government sector in line
with the NSDS lll for the year under review. With respect
to learnerships, LGSETA funded 3 310 unemployed
individuals on various learnerships in environmental
management, horticulture, water and sanitation, fire and
rescue, road construction, municipal finance, OD-ETDP,
LED, water process control, electricity, bricklaying,
plumbing and urban/town planning among others.

In terms of skills programmes, the LGSETA supports
a range of PIVOTAL skills programmes that include
among others computing skills, municipal leadership,
Councillor development, municipal finance, and basic
fire fighting among many others. In 2014/15, 3 614
unemployed individuals were funded to access skills
programmes, a significant improvement from 553
unemployed individuals in the previous financial year.
The LGSETA supports artisan development in the areas
of electrical, plumbing, bricklaying, fitter, millwright and
boilermaking. For the year under review, a total of 804
artisans began their artisan training where more youth
were registered and with the LGSETA focusing more on
the unemployed; it is anticipated that the sector would
benefit from the additional skills supply in the future.

The LGSETA funded the placement of 350 graduates
on internships within the sector and other spheres of
government as well as funded workplace integrated
learning for 400 TVET learners and 226 graduates from
various Universities of Technology.



STRATEGIC OUTCOME ORIENTED GOALS OF LGSETA

(continued)

Strategies to achieve goal in 2015/16 include the
following:

. Implement a new discretionary grant management
process to improve turnaround time in the
recruitment and implementation of projects.

. Review the current process of bursary application
to enable the SETA to work directly and closely
with higher education institutions and levy payers
to access potential bursary applicants.

. Work with other SETAs to access information
on certification to improve reporting on
the completion rate on skills development
programmes funded by the LGSETA.

. Enhance quality assurance of accredited training
providers through increasing human capacity to
conduct quality assurance as well as explore use
of technology to support monitoring of training

providers.

Strategic outcome-oriented goal 3: Promote the
growth of a public FET college system that is
responsive to sector, local, regional and national skills
needs and priorities.

Goal statement | Promote partnerships between
the LGSETA, municipalities,
private training providers and
public FET colleges during the
period 2011 to 2016.

NSDS llI: 4.3 - Promoting the

growth of a public FET college

Linkage

system that is responsive to
sector, local, regional and national
skills needs and priorities.

Progress made in 2014/15:

The SETA formed partnerships with the following
TVET Colleges during the year under review: Mnambithi
FET College, Buffalo City FET College, lkhala FET
College, South West College, Central Johannesburg
College, Maluti TVET College, Umfolozi TVET College,
King Sabata Dalindyebo TVET College, Flavius Mareka
TVET College, King Hintsa TVET College, and Eastcape
Midlands TVET College. These partnerships will focus

on facilitating access to LGSETA qualifications as well
as other skills development interventions such as
artisan development, workplace integrated learning,
and internships as well as access to career guidance
events. For the year under review, 450 unemployed
individuals were funded by the LGSETA to complete
various learnerships including environmental practice,
bricklaying, public administration, electrical engineering
among others at Umfolozi TVET College while about
340 unemployed individuals were funded by the
LGSETA to complete artisan training in various trades
at Maluti TVET College, Mopani TVET College, Umfolozi
TVET College and Vuselela FET College. In addition,
the LGSETA facilitated workplace integrated learning
placement for 400 TVET learners in municipalities.

The Department of Higher Education and Training
continues to facilitate the process of improved and
closer relations between the different stakeholders
in the post school education and training space. In
this regard, the LGSETA was appointed to lead the
establishment and resourcing of satellite offices in two
additional TVET Colleges — King Sabata Dalindyebo
TVET College in the Eastern Cape and Umfolozi TVET
College in KwaZulu-Natal in the year under review.

Strategies to achieve goal in 2015/16 include the
following:

. Increase the SETAs footprint through the
establishment of satellite offices within other TVET
Colleges that the SETA has signed a Memoranda of
Agreement with.

. Establish information centres within all TVET
Colleges that the SETA has partnered with to
ensure dissemination of information about LGSETA
qualifications and career guidance.

. Finalise the establishment of assessments centres
to support learner as well as RPL assessments in
partnership with two TVET Colleges.

TVET Lecturer

programme to develop the capacity of lecturers

within TVET Colleges.

. Implement a development
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STRATEGIC OUTCOME ORIENTED GOALS OF LGSETA

(continued)

Strategic outcome-oriented goal 4: Address the low
level of youth and adult language and numeracy skills
to broaden access to further training, resulting in
sustainable work opportunities.

Goal statement | Creation of opportunities for
young people leaving school and
enhancement of adult education
training to improve their career
advancement opportunities
within the local government
sector between 2012 and 2016.
NSDS llI: 4.4 — Addressing the low
level of youth and adult language
and numeracy skills to enable

Linkage

additional training.

Progress made in 2014/15:

The LGSETA funded 1 552 employees and a further
1 233 unemployed individuals across the four levels
of AET programmes in 2014/15 with proportionately
more women on the programmes. In addition, the
SETA commissioned the development of three
e-AET programmes that are to be piloted in 2015/16
to ascertain their impact on facilitating access and
completion of AET interventions.

Strategies to achieve goal in 2015/16 include the
following:

. Identify AET ambassadors within communities to
support AET interventions within communities and
to encourage greater uptake of AET programmes
for both workers and unemployed individuals.

. Promote the innovative use of technology in
the implementation of AET programmes across
different municipality types through the roll-out of
the e-AET programmes developed.

Strategic outcome-oriented goal 5: Encourage better
use of workplace-based skills development.

Goal statement | Improvement of workplace
training for the local government
sector workforce, for the overall
productivity of the economy over

the next four years.

Linkage NSDS lll: 4.5 - Encouraging better
use of workplace-based skills

development.

Progress made in 2014/15:

With respect to learnerships, LGSETA funded about 4
090 employees on various learnerships in environmental
management, horticulture, water and sanitation, fire
and rescue, road construction, municipal finance,
OD-ETDP, LED, water process control, electricity,
bricklaying, plumbing and urban/town planning among
others. In terms of skills programmes, 4 470 employees
were funded to access skills programmes, a significant
improvement from 805 employees in the previous
financial year. Importantly, of the 4 470 employees
who were registered for skills programmes, 2 000
were Councillors. In addition, a total of 540 individuals
completed the RPL process which they were certificated
against either full qualifications or unit standards in the
year under review.

Strategies to achieve goal in 2015/16 include the

following:

. Establish  information centres  within all
municipalities to disseminate information about
LGSETA qualifications, bursaries and skills
development opportunities to all employees as
well as and distribute career guidance for interns,
WIL learners to access information about careers
in the sector.

. Encourage the sharing of skills development best
practice within municipalities through the profiling
of intervention implementation.

. Build the capacity of local labour forums/training
committees to enable better identification of skills
needs as well as ensure implementation through
oversight.



STRATEGIC OUTCOME ORIENTED GOALS OF LGSETA

(continued)

Strategic outcome-oriented goal 6: Encouraging and
supporting co-operatives, worker-initiated, small

enterprises, NGOs and community training initiatives.

Goal statement | Provide relevant capacity building
programmes in order to maximise
the economic role of the co-
operatives, small businesses,
NGOs and community-based

organisations.

Linkage NSDS llI: 4.6 - Encouraging and
supporting cooperatives, small
enterprises, worker initiated, NGO

and community training initiatives.

Progress made in 2014/15:

The LGSETA entered into a partnership with some NGOs
including the Nkungumathe Youth Development Forum
where anumber of interventions are being implemented.
These include the facilitation of adult education and
training to 345 people from the rural community,
facilitation of access to internship opportunities for
about 100 learners, access to 175 people from the
community to complete a skills programme focusing
on new venture creation as well as funding over 100
artisans. The partnership has provided a platform for
the SETA to penetrate a rural area and maximise its
interventions while for the NGO, access to funding has
enabled it to facilitate access to skills development
opportunities that could potentially transform the lives
of participants participating in the various interventions.

Strategies to achieve goal in 2015/16 include the
following:

. Implement the SMME and
development strategy to support the achievement
of this outcome as well as rural development skill

Cooperative

development needs.

. Support the capacity building of organised labour
and the employer for the sector through the
provision of capacity building grants / training.

Strategic outcome-oriented goal 7: Build / Capacitate
career and vocational guidance.

Goal statement | Develop and provide career
guidance information to the youth
between 2012 and 2016.

NSDS IlI: 4.8 — Building career and

vocational guidance.

Linkage

Progress made in 2014/15:

The Career Guide was updated to reflect the current
scarce and critical skills guide for the local government
sector. The SETA distributed 14 861 career events to
learners across the country. The SETA increased its
participationindifferent career development/awareness
events with the SETA participating in a total of 35 events
hosted by the Department of Higher Education and
Training, Department of Labour, Department of Social
Development, a number of municipalities, various TVET
Colleges, higher education institutions, some schools
and NGOs.

Strategies to achieve goal in 2015/16 include the
following:

. Increase the SETA's participation in career
awareness and vocational guidance through
hosting events in partnership with the TVET
Colleges that the SETA has signed agreements
with.

. Partner with other SETAs to participate in career
awareness and guidance events where the SETA
does not have physical presence.
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STRATEGIC OUTCOME ORIENTED GOALS OF LGSETA

(continued)

Strategic outcome-oriented goal 8: Position and
capacitate the method of operation and quality of
service for the LGSETA.

Goal statement | Establish and apply functional
management systems to meet
operational and regulatory

imperatives at all times.

Linkage NSDS IlI: 4.7 - Increasing public
sector capacity for improved
service delivery and supporting

the building of a developmental

state.

Progress made in 2014/15:

Corporate Services

Corporate Services was established to facilitate greater
operational efficiency and effectiveness in the journey
to operational excellence. The unit is made up of
four departments - Human Resources Management;
Information and Communication Technology; Marketing
and Communication; and Stakeholder Relationship
Management.

During the period under review the marketing and
communications strategy was finalised and aligned to
the overall LGSETA strategy. The new identity of the
LGSETA was revealed, followed by an overall rebranding
of the organisations offices, facilities and promotional
material. A stakeholder survey was conducted through
all stakeholders to establish the level of satisfaction
and to inform the stakeholder engagement activities
and communication strategy with various groups of
stakeholders.

In line with the DPSA Corporate Governance of ICT
(CGICT) Policy Framework Implementation Guidelines
Phase 1: Enabling Policy Environment, which addresses
the development of policies, structures, the allocation of
accountability and responsibility for the implementation
of CGICT, the foundation governance documents have
been finalised and ICT governance structures are now

being implemented. The development and review of all
ICT policies and procedures is currently underway.

A comprehensive ICT environmental assessment
was successfully conducted and the results as well as
recommendations are now being used to develop an ICT
Strategy and improve those areas identified as needing
urgent improvement. As part of the first phase of
stabilising the ICT environment, the local area network
was upgraded and the focus is on the wide area network
(WAN). New server hardware was procured in order to
virtualise the environment. These assessment results
are further being used as the foundation in which the
ICT modernisation programme will be undertaken.
This programme will cover the upgrade of WAN to
alleviate the connectivity challenges encountered by
the Provincial Offices as well as the upgrade of both the
financial and the human resources application systems.

Project Management Unit

The PMU is aligned to the overall strategy of LGSETA,
to ensure the seamless execution of projects within the
various units of organisation. It continued to establish
itself in relation to its strategic intention of providing
project development, implementation and monitoring
support for the LGSETA. The PMU roadmap included
the operationalising of its role, with an analysis of the
“As Is” landscape of the organisation, and an in-depth
understanding of the sectorial landscape. The PMU
fulfilled its function to approve and adopt a Project
Governance Framework, implement special projects,
facilitate the approval and implementation of programs
and projects funded through discretionary grants,
and provide technical support to the implementation
of projects and learning programs within LGSETA.
Substantial progress has been made in the PMU since
its establishment in November 2013. The centralisation
of all LGSETA projects from the previous units in
which they resided, into the PMU, has enabled better
reporting and control of project implementation across
the organisation. The standardisation of reporting via a
project dashboard, as well as the introduction of a project
methodology is beginning to yield positive results.



STRATEGIC OUTCOME ORIENTED GOALS OF LGSETA

(continued)

It is envisaged that as the organisation continues to
grow and understand the institutionalisation of project
management principles, the LGSETA will derive greater
benefits from an effective, efficient and integrated
project management model.

Finance

In order to give effect to the Annual Performance Plan
and the Strategy Plan, the Finance division has created
an effective system of financial, risk management and
internal controls to ensure sound financial management
and good governance. These system of internal controls
includes:

. Finance policies and procedures which founded
on the provisions of the PFMA and Treasury
Regulations and are GRAP compliant.

. A Supply Chain Management system that is
transparent, equitable and fair.

. Budgeting and Expenditure monitoring processes
that seek to prevent Irregular and Wasteful
expenditure.

. Reconciliation of the Budget to the APP and
Strategic goals implementation.

. Compliance with Grant Regulations to ensure
that the process of accessing Grants is well
understood by the Levy payers and the regulation
is implemented fully.

. The Audit and Risk Committee monitors and
directs the implementation of Internal Controls
and risk management processes.

Strategies to achieve goal in 2015/16 include the
following:

. Implement the cross-over strategy to move the
LGSETA beyond administration.

. Focus on operational excellence, where the
organisation will strive to become an efficient and
effective organisation that is stakeholder-centric
by establishing and implementing processes and
systems that facilitate greater access, impact and
quality stakeholder experiences.

. Become a learning organisation that supports
a culture of people excellence by empowering
employees to embrace a culture of continuous
improvement, high performance and engagement,
service and accountability.

. Focus on innovation excellence that revolves
around becoming a responsive organisation that
seeks to continually identify and facilitate skills
development opportunities and interventions
that address the diversity of the local government
sector.

. Strengthen governance structures to ensure
strategic
sustainable

intent alignment that facilitates

access to skills development

interventions for the sector.
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PERFORMANCE INFORMATION BY PROGRAMME

Programme 1: Administration

Programme Purpose

The aim of Programme 1is to ensure overall strategic management and support for the SETA.

Strategic Objectives
. To ensure an efficient, effective and transparent governance and management system.
. To ensure an effective, efficient and transparent financial and risk management system and internal control.

Programme 1: Performance against Planned Targets

The table below presents the planned targets for the year under review and related achievement. There were no

changes made to planned targets during the year under review but amendments to the performance indicators were
incorporated upon approval from the Executive Authority.

performance plan

performance plan

performance plan

Strategic NSDS 2011-2016 | Annual Indicator Target Achievement Variance Comments
Objective Objectives 2014/15 (%)
Ensure an Not in the NSDS Il | Implementation | 100% compliance |80% compliance -20% | The variance was a
efficient, of approved of the of the result of some findings
effective and policies, systems | implementation implementation related to some
transparent and processes of approved deficiencies in terms
governance policies, systems of compliance with
and and processes respect to performance
management information.
system Not in the NSDS IIl | Approved Approved Approved 0% | The target was
strategic plan strategic plan strategic plan achieved.
and annual and annual and annual

Not in the NSDS Il

Percentage of
compliance with
human resources

100% compliance
with the human
resources and

100% compliance
with the human
resources and

0%

The target was
achieved.

procedures and performance performance
standards management management
strategy strategy
Not in the NSDS lIl | Level of 65% 67% level of +2% | The level of satisfaction
stakeholder stakeholder was greater than
satisfaction with satisfaction with the projected target.
the LGSETA the LGSETA The LGSETA will
continue to work
towards improving
their engagement
with stakeholders by
implementing findings
where applicable.
Not in the NSDS lll | Percentage 100% 80% compliance -20% | The variance was a

compliant with
organisational
operational
procedures and
standards

compliance with
organisational
operational
procedures and
standards

of the
implementation

result of some findings
related to some
deficiencies in terms

of compliance with
respect to performance
information.




PERFORMANCE INFORMATION BY PROGRAMME (continued)

Strategic NSDS 2011-2016 | Annual Indicator Target Achievement Variance Comments
Objective Objectives 2014/15 (%)
Ensure an Not in the NSDS Il | Implementation | 80% 80% 0% | The target was
efficient, of LGSETA implementation implementation achieved.
effective and management of LGSETA of LGSETA
transparent information management management
governance system information information
and system system
management | 4.8 Building career | Number of 18000 career 14861 career -17% | The underachievement
system and vocational career guides guides distributed | guides distributed was due to failure
guidance distributed to to always obtain
new market signatures from
entrants and recipients. The LGSETA
learners will develop improved
systems to ensure
better recording
of career guidance
manuals distributed
to meet required
reporting guidelines.
To ensure Not in the NSDS Ill | Clean Audit Clean Audit Unqualified audit The LGSETA was not
an effective, able to obtain a clean
efficient and audit due to findings in
transparent relation to performance
financial information. The
and risk LGSETA will review the
management systems, processes and
system and procedures to ensure
internal that performance
control information obtains
a clean audit in this
regard.
Linking performance with the Programme budget
2013/2014 2014/15
Budget Actual Expenditure Over Budget Actual Expenditure Over
Expenditure Expenditure
R’ooo R’ooo R'ooo R’ooo R'ooo R’ooo
81165 71614 9 551 60 736 78 754 18 018

The goal of the LGSETA Administration programme is to develop and implement a strategic plan and the annual

performance plan as per regulations, as well as to ensure an efficient, effective and transparent governance and

management system within the LGSETA. The redevelopments within the LGSETA as a result of the Administration

were implicit in achieving the goal of the Programme.

Administration expenditure is limited to 10.5% of levies received, as prescribed by legislation applicable to LGSETA.

The legislative limit was exceeded during the 2014/15 financial year. However, permission to exceed the prescribed

administration costs was granted by the Minister of Higher Education and Training. This amounted to R19 million, and

was utilised for Administration turnaround strategies.
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PERFORMANCE INFORMATION BY PROGRAMME (continued)

During the 2014/15 financial year, the LGSETA, as part of the Administration turnaround strategies, acquired the
services of various consulting firms to assist in attaining certain goals within the organisation.

As a part of the Administration goals to improve the strategic plan of the LGSETA, the SETA underwent a rebranding
exercise, which resulted in an increase in Advertising costs. The rebranding would improve the image of the SETA as

well as increase public awareness of the LGSETA and its strategic objectives within the local government sphere.

Programme 2: Sector Skills Planning

Programme Purpose

To improve the local government sector’s capacity to identify the skills needs of the sector; and to plan, manage and

report on appropriate responses to those needs.

Strategic Objective
. To facilitate and lead skills development and planning decision-making through sector research.

Programme 2: Performance against Planned Targets

The following table presents the planned targets for the year under review and related achievement. There were no

changes made to planned targets during the year under review but amendments to the performance indicators were

incorporated upon approval from the Executive Authority.

and planning

mechanism for

skills plans and

Strategic NSDS 2011- 2016 Annual Target Achievement | Variance Comments

Objective Objectives Indicator 2014/15 (%)
Facilitate and | 4.1 Establishing Percentage 100% WSP 94% compliant -6% | The target could not be achieved
lead skills a credible of compliant | submission submissions due to some late submissions
development | institutional workplace rate that were not compliant with

the grant regulations. The

decision- skills planning annual training increased implementation of
making reports the local labour forum / training
through submitted per committee training going forward
sector annum will hopefully reduce the level of
research non-compliance.

Number of 8 8 partnerships 0% | The target was achieved.
partnerships partnerships | with research

with research | with research |institutions

institutions institutions / higher

/ higher / higher education

education education institutions

institutions institutions

Number of 8 completed |5 completed -37,5% | The target could not be achieved
completed research research due to late contracting of the
research studies studies researchers for the projects.
studies per The remaining studies will be
annum completed in 2015/16.




PERFORMANCE INFORMATION BY PROGRAMME (continued)

Strategic NSDS 2011- 2016 Annual Target Achievement | Variance Comments
Objective Objectives Indicator 2014/15 (%)

Facilitate and | 4.1 Establishing Scarce 1scarce and | 1scarce and 0% | The target was achieved.

lead skills a credible and critical critical guide | critical guide

development | institutional skills guide

and planning | mechanism for developed per

decision- skills planning annum

making Approved Approved SSP | Approved SSP 0% | The target was achieved.

through annual Sector |update update

sector Skills Plan

research update

Facilitate and | 4.7 Increasing Number of 450 SDFs 950 SDFs +111% | The over achievement is due to

lead skills public sector SDFs trained | trained trained increased skills development

development | capacity for forums held in provinces to

and planning | improved service provide non-pivotal capacity

decision- delivery and building workshops to SDF’s.

making supporting the

through building of a

sector developmental

research state
4.7 Increasing Annual training | 9 provincial 3 -66,7% | The target could not be achieved
public sector for human human as not all Provinces have
capacity for resource resource established HRDCs. The LGSETA
improved service | development | development will work to implement a special
delivery and council per council project to raise awareness about
supporting the Province (HRDC) the importance and role of the
building of a training HRDCs for supporting skills
developmental workshops development within the province
state
4.7 Increasing Annual local 9 local labour | 2 -78% | Lack of capacity resulted in
public sector labour forum | forum training fewer local labour forum training
capacity for training per workshops sessions in provinces. The
improved service | Province LGSETA will work to implement a
delivery and special project to raise awareness
supporting the about the importance and role
building of a of the local labour forums for
developmental supporting skills development
state within the municipality.

Strategies to address 2014/15 annual performance under achieved targets

. The LGSETA will facilitate the capacity building of Local Labour Forums/Training Committees within
municipalities to foster meaningful engagement on skills development within municipalities and higher levels of
compliant workplace skills plans and annual training reports.

. The LGSETA will form additional partnerships with research institutions to support the research function within
the organisation.

. The LGSETA will continue to participate in the various Human Resource Development Councils across Provinces
or in structures established to focus on skills development in Provinces where such Councils are yet to be
established.
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Linking performance with budget

2013/2014 2014/15
Budget Actual Expenditure (Under) Budget Actual Expenditure (Under)
Expenditure Expenditure
R'ooo R'ooo R'ooo R'ooo R'ooo R'ooo
59 600 6933 52 607 4 000 3784 (216)

The goal of the LGSETA Sector Skills Plan Programme is to facilitate and lead skills development and planning through
decision-making through sector research. The Sector Skills planning budget in the 2014/15 financial year has been
based on skills development projects that were being implemented by the LGSETA in the previous financial year.

In the 2014/15 financial year, the actual expenditure relating to the skills development projects are lower than budget
due to underachieving of certain targets. In allowing the LGSETA to assist in achieving the government strategies for
enhanced delivery of a skilled and capable workforce supporting a responsive, accountable, efficient and effective
local government sector by focusing on its core purpose, it is expected that these targets will be achieved in 2015/16.

In support of the SETA building the necessary research capacity to ensure the development of a credible skills
planning mechanism, the SETA entered into a research partnership with the Vaal University of Technology, University
of Witswaterand as well as commissioned research with the Council for Scientific Industrial Research. However,
the SETA was not able to conclude all the research projects that it had envisioned for the financial year, hence the
underspending on this programme. Going forward, it is expected that the SETA will continue to enter into other
research partnerships as the organisation further refines its skills planning mechanism to inform its skills development
interventions that will contribute to the development of a skilled and capable workforce for a responsive, accountable,
efficient and effective local government sector.



PERFORMANCE INFORMATION BY PROGRAMME (continued)

Programme 3: Learning Programmes

Programme Purpose

To improve the skilled workforce available in and to the local government sector through facilitating the provision of

quality training.

Strategic Objective
. Coordinate the implementation of relevant programmes and projects to improve the skills of the local govern-

ment sector.

Programme 3: Performance against Planned Targets

The following table presents the planned targets for the year under review and related achievement. There were no

changes made to planned targets during the year under review but amendments to the performance indicators were

incorporated upon approval from the Executive Authority.

Strategic NSDS 2011- 2016 Annual Indicator Target | Achievement | Variance Comments
Objective Objectives 2014/15 (%)
Coordinate the | 4.2 Increasing Number of employees 5000 2470 -51% | The variance is a result from a
implementation | access to registered for skills delay in concluding of contracts
of relevant occupationally- programmes per and subsequent registering
programmes directed annum of learners. The LGSETA
and projects programmes will be implementing a new
to improve the discretionary grant process
skills of the local that is expected to see quicker
government contracting because of better
sector compliance mechanisms being
put in place as well.
Number of 3500 3614 +3% | The over achievement was as
unemployed aresult of greater demand for
individuals registered skills programmes.
for skills programmes
per annum
Number of 3500 2872 -18% | The variance is a result from a
employees registered delay in concluding of contracts
for learnerships per and subsequent registering
annum of learners. The LGSETA
will be implementing a new
discretionary grant process
that is expected to see quicker
contracting because of better
compliance mechanisms being
put in place as well.
Number of 3000 2660 -11% | The variance is a result from a
unemployed delay in concluding of contracts
individuals registered and subsequent registering
for learnerships per of learners. The LGSETA
annum will be implementing a new
discretionary grant process
that is expected to see quicker
contracting because of better
compliance mechanisms being
put in place as well.
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PERFORMANCE INFORMATION BY PROGRAMME (continued)

Strategic NSDS 2011- 2016 Annual Indicator Target | Achievement | Variance Comments
Objective Objectives 2014/15 (%)
Coordinate the | 4.4 Addressing the | Number of employees 375 734 +51% | The over achievement was as
implementation | low level of youth | enrolled in AET level 1 a result of more applications
of relevant and adult language | per annum received for this level.
programmes and numeracy Number of employees 375 437 +13% | The over achievement was as
and projects skills to enable enrolled in AET level a result of more applications
to improve the | additional training | 2 per annum received for this level.
skills of the local Number of employees 375 238 -28% | The variance was a result of
government enrolled in AET level few applications received for
sector 3 per annum this level. In the next financial
year the SETA will ensure a fair
spread across all levels.
Number of employees 375 174 -22% | The variance was a result of
enrolled in AET level few applications received for
4 per annum this level. In the next financial
year the SETA will ensure a fair
spread across all levels.
Number of 375 594 +38% | The over achievement was as
unemployed a result of more applications
individuals enrolled in received for this level.
AET level 1 per annum
Number of 375 283 -21% | The variance was a result of
unemployed few applications received for
individuals enrolled this level. In the next financial
in AET level 2 per year the SETA will ensure a fair
annum spread across all levels.
Number of 375 169 -45% | The variance was a result of
unemployed few applications received for
individuals enrolled this level. In the next financial
in AET level 3 per year the SETA will ensure a fair
annum spread across all levels.
Number of 375 225 -43% | The variance was a result of
unemployed few applications received for
individuals enrolled this level. In the next financial
in AET level 4 per year the SETA will ensure a fair
annum spread across all levels.
Number of e-AET 3 3 0% | The target was achieved.
programmes
developed per annum
4.2 Increasing Number of employees 400 16 -96% | The variance was a result of few
access to registered as learner applications received. A special
occupationally- artisans per annum focus will be placed on attracting
directed qualifying employees to be on
programmes the programme.
Number of 400 788 +97% | The over achievement was as
unemployed aresult of greater demand for
individuals registered unemployed learners.
as learner artisans
per annum
Number of artisan 200 250 +25% | The over achievement was as
aides registered for a result of more applications
artisanal training per received for artisan aides.
annum
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PERFORMANCE INFORMATION BY PROGRAMME (continued)

Strategic NSDS 2011- 2016 Annual Indicator Target | Achievement | Variance Comments
Objective Objectives 2014/15 (%)
Coordinate the | 4.2 Increasing Number of employees 100 30 -70% | The variance was a result of
implementation | access to awarded bursaries the few bursary applications
of relevant occupationally- per annum received. A review of the current
programmes directed process of bursary application
and projects programmes process will be reviewed to
to improve the ensure that the LGSETA works
skills of the local closely with higher education
government institutions and levy payers
sector to access potential bursary
applicants.
Number of 300 135 -55% | The variance was a result of
unemployed the few bursary applications
individuals awarded received. A review of the current
bursaries per annum process of bursary application
process will be reviewed to
ensure that the LGSETA works
closely with higher education
institutions and levy payers
to access potential bursary
applicants.
Number of SDFs Q0 26 -71% | The variance was due to the
registered for the programme commencing later
OD-ETDP certificate than expected.
qualification per
annum
Number of SDFs 70 o -100% | The variance was a result of no
registered for applications received for the
the OD-ETDP programme.
higher certificate
qualification per
annum
Number of SDFs 15 o -100% | The variance was a result of no
registered for the applications received for the
OD-ETDP diploma programme.
qualification per
annum
Number of SDFs 5 o) -100% | The variance was a result of no
registered for the applications received for the
OD-ETDP degree programme.
qualification per
annum
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PERFORMANCE INFORMATION BY PROGRAMME (continued)

Community-based
Organisations (CBOs)
supported through
skills development
initiatives per annum

Strategic NSDS 2011- 2016 Annual Indicator Target | Achievement | Variance Comments
Objective Objectives 2014/15 (%)
Coordinate the | 4.5 Encouraging Number of 350 350 0% | The target was achieved.
implementation | better use of unemployed
of relevant workplace-based graduates placed
programmes skills development | for internships per
and projects annum
to improve the Number of TVET 3000 451 -87% | The variance results from a
skills of the local graduates placed lack of applications received
government for work integrated for the related programme,
sector learning per annum and consequential concluding
of contracts and enrolling of
learners. The LGSETA will
foster closer working relations
with TVETSs to facilitate learner
access to the programme as well
work with host municipalities
to understand importance of
intervention.
Coordinate the | 4.5 Encouraging Number of HEI 600 226 -62% | The variance results from a
implementation | better use of graduates placed lack of applications received
of relevant workplace-based | for work integrated for the related programme,
programmes skills development | learning per annum and consequential concluding
and projects of contracts and enrolling of
to improve the learners. The LGSETA will
skills of the local foster closer working relations
government with TVETSs to facilitate learner
sector access to the programme as well
work with host municipalities
to understand importance of
intervention.
4.6 Encouraging Number of 20 23 +15% | The over achievement was as
and supporting cooperatives a result of more applications
cooperatives, small | supported through approved as the co-operatives
enterprises, worker | skills development to be provided with skills
initiated NGO and | initiatives per annum programmes were located
community training within a rural area which is an
initiatives important focus for the LGSETA.
Number of Non- 10 16 +60% | The over achievement was as
Government a result of more applications
Organisations (NGOs) approved as the NGOs to be
supported through provided with skills programmes
skills development were located within a rural area
initiatives per annum which is an important focus for
the LGSETA.
Number of 10 16 +60% | The over achievement was as

a result of more applications
approved as the CBOs to be
provided with skills programmes
were located within a rural area
which is an important focus for
the LGSETA.
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PERFORMANCE INFORMATION BY PROGRAMME (continued)

Strategic NSDS 2011- 2016 Annual Indicator Target | Achievement | Variance Comments
Objective Objectives 2014/15 (%)
Coordinate the | 4.6 Encouraging Number of SMMEs 10 29| +190% | The over achievement was as
implementation | and supporting supported through a result of more applications
of relevant cooperatives, small | skills development approved as the SMMEs to be
programmes enterprises, worker | initiatives per annum provided with skills programmes
and projects initiated NGO and were located within a rural area
to improve the | community training which is an important focus for
skills of the local | initiatives the LGSETA.
government 4.2 Increasing Number of councillors 2000 2000 0% | The target was achieved.
sector access to registered for skills
occupationally- programmes per
directed annum
programmes Number of traditional 500 o -100% | The variance is a result from a
leaders registered for delay in concluding of contracts
skills programmes per and subsequent registering of
annum learners.

Strategies to address 2014 /15 annual performance under achieved targets

In evaluating and dealing with areas of under-performance, the following strategies are to be put in place:

. The LGSETA will implement the new discretionary grant process to ensure that providers with the required
capacity are appointed early within the financial year to commence and/or complete approved learnerships,
skills programmes, adult education and training programmes for employees, including traditional leaders and
unemployed individuals within the project time frame.

. The LGSETA will review its bursary process to encourage greater participation by both employees and
unemployed by calling for applications earlier as well as work directly with higher education institutions or other
institutions to manage the application and management of bursary beneficiaries.

. The LGSETA will proactively promote the OD-ETDP skills development interventions at the various levels to all

skills development facilitators within municipalities to ensure higher levels of uptake for the intervention.

. The LGSETA will foster closer working relations with TVET Colleges and other higher education institutions and

municipalities to promote greater awareness of the workplace integrated learning intervention.

Linking performance with budget

2013/2014 2014/15
Budget Actual Expenditure (Under) Budget Actual Expenditure (Under)
Expenditure Expenditure
R'ocoo R'ooo R'ooo R'ocoo R’ocoo R'ooo
293 957 73031 220926 234 850 163 917 (70 933)

The goal of the LGSETA Learning Programmes is to coordinate the implementation of relevant programmes and

projects to improve the skills of the local government sector. Actual expenditure relating to Learning Programmes

are lower than budget due to the fact that the budget is based on allocated funds while actual expenditure happens

across different financial years depending on the various project deliverables and when levies relating to discretionary

grants are received.

Annual Report - 2014/15  HlicE)




PERFORMANCE INFORMATION BY PROGRAMME (continued)

The LGSETA recorded a significant improvement in the application and approval of skills development interventions
aimed at building the capacity of the current workforce as well as supporting the development of a future skills pipeline
for the sector. AlImost 18 630 individuals (employed and unemployed) were funded to access various learnerships,
skills programmes, adult education and training programmes, bursaries, artisan development programmes, internships,
and workplace integrated learning placements. A further 84 non-levy paying entities were supported by the LGSETA
to access appropriate skills development programmes. Despite the LGSETA’s improved performance compared to
2013/14, the LGSETA was not able to meet its set targets due to delays in concluding contracts with some of the
training providers and/or delays in the start of implementation of approved projects resulting in lower expenditure
for the Programme.

The balance of the commitments as at 31 March 2015 is R474 443 602. Included in these commitments are projects
that have approved funding agreements, for which deliverables have not yet taken place. The expenditure of these
commitments is dependent on project deliverable and will occur across different financial years.

It is anticipated that the LGSETA will continue to report higher numbers of beneficiaries in the future on the back of
implementing the new discretionary grant funding process, enhanced project management processes as well as the
implementation of the strategies outlined above to improve performance in areas where targets were not achieved
in 2014/15.
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PERFORMANCE INFORMATION BY PROGRAMME (continued)

Programme 4: Education and Training Quality Assurance (ETQA)

Programme Purpose

To build an education and training provider system that better serves the needs of local government.

Strategic objectives

. Ensure the development and delivery of quality programmes for the local government.

Programme 4: Performance against Planned Targets

The table below presents the planned targets for the year under review and related achievement. There were no

changes made to planned targets during the year under review.

Strategic | NSDS 2011- 2016 | Annual Indicator Target Achieve- | Variance Comments
Objective Objectives 2014/15 ment (%)
Ensure the Not in the NSDS | Number of QCTO |2 QCTO 2 0% | Policies have been developed and
development | Il policies developed | policies used to inform Education and Training
and delivery per annum developed Quality Assurance (ETQA) processes
of quality and all ETQA functions operate within
programmes this framework.
for the local | 4.2 Increasing Number of QCTO |10 QCTO o -100% | An application was submitted to QCTO
government | access to qualifications qualifications to develop the ten qualifications, but a
sector occupationally- | developed per developed moratorium by the QCTO in June 2014
directed annum delayed the development process.
programmes Number of 300 (including 222 -26% | The variance is due to less applications
accredited training | FET, HEIl and being received to process.
providers MTCs)
Number of new 30 new MoUs 22 -27% | The variance was as a result of delays
MoUs with SETAs, | with SETAs, in concluding some memoranda with
FETs, HEIs and FETs, HEIs and relevant partners.
MTCs per annum MTCs
Number of 150 secondary 35 -77% | The variance is due to less applications
secondary accreditation being received to process.
accreditation training
training providers’ | providers’
learning learning
programmes programmes
evaluated per evaluated
annum
NSDS Ill does All providers Monitoring of 223 -75% | The variance was as a result of a lack of
not make monitored as per | 700 providers internal capacity to monitor providers.
any mention ETQA/QCTO plus estimated A Senior Manager: Monitoring and
of Quality requirements 200 new Evaluation has been appointed to
Assurance providers strengthen this function in 2015/16.
functions but (including FET,
still remains HEl and MTCs)
an important
function in
SETAs
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PERFORMANCE INFORMATION BY PROGRAMME (continued)

Strategic | NSDS 2011- 2016 | Annual Indicator Target Achieve- | Variance Comments
Objective Objectives 2014/15 ment (%)
Ensure the 4.2 Increasing Number of RPL 3RPL 2 -37% | The variance is a result of a delay in
development | access to implementation implementation contracting RPL expertise.
and delivery | occupationally- | guidelines and guidelines and
of quality directed tools developed tools
programmes programmes and implemented
for the local perannum - - -
government Number of 3 Assessment o -100% | The variance is a result of delays in
cector Assessment/ / RPL centres commitments by stakeholders in
RPL centres established entering into partnership.
established per
annum
Number of RPL 1000 RPL 540 -46% | The variance is a result of the limited
candidates candidates number of RPL applications received
assessed per assessed to process. The establishment of RPL
annum centres and development of RPL

implementation guidelines and tools
will assist the LGSETA to improve its
performance on this programme going

forward.
NSDS Il does Number of learners | 6000 learners 37639 | +527% The over achievement is due to the
not make any certificated against | unit standard higher numbers of externally funded
mention of unit standards per | achievement learners being certificated in LGSETA
Quality annum verification qualifications.
Assurance Number 1000 learners 2012 +101% | The over achievement is due to the
functions but of learners qualification higher numbers of externally funded
still remains certificated against | achievement learners being certificated in LGSETA
an important qualifications per | verification qualifications.
function in annum
SETAs

Strategies to address 2014/15 annual performance under achieved targets

. The LGSETA will ensure that it improves the internal turnaround time of developing qualifications by running
different qualification development processes simultaneously. However, as the process is governed by the QCTO,
the LGSETA might not be able to control the process entirely.

. The LGSETA will host information sessions in provinces to provide potential training providers with information
about the various interventions that training providers can be accredited for as well as provide capacity building
sessions to ensure that applicants are better placed to successfully apply for primary and secondary accreditation.

. The LGSETA will proactively sign memoranda of agreements with TVET Colleges that are going to be
implementing some of the interventions.

. The LGSETA will streamline its monitoring processes to improve performance of this indicator as well as explore
the use of technology to enable higher levels of monitoring.

. The LGSETA will finalise the establishment of the assessment centres to support the process of recognition of
prior learning (RPL) applications.
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PERFORMANCE INFORMATION BY PROGRAMME (continued)

Linking performance with budget

2013/2014 2014/15
Budget | Actual Expenditure (Under) Budget Actual Expenditure (Under)
Expenditure Expenditure
R'ocoo R'ooo R'ooo R'ocoo R'ooo R'ooo
150 150 - 32450 1139 (3131m)

The goal of the LGSETA ETQA Programme is to ensure the development and delivery of quality programmes for the
local government sector. Actual expenditure relating to ETQA are lower than budget due to the fact that the budget
is based on allocated funds while actual expenditure happens across different financial years depending on the various
project deliverables and when levies relating to discretionary grants are received.

The main reasons for the budget under spend for the programme were the non-finalisation of qualifications (due to a
moratorium by the QCTO), the delay in concluding the contracting of an expert to develop the remaining RPL toolkit,
the non-establishment of the RPL centres as well as the processing of RPL applications.

The LGSETA will continue to make every effort to ensure more project development as the necessary programme,
system and process reviews are conducted.

The balance of the commitments as at 31 March 2015 is R474 443 602. Included in these commitments are projects

that have approved funding agreements, for which deliverables have not yet taken place. The expenditure of these
commitments is dependent on project deliverable and will occur across different financial years.
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INTRODUCTION

At the end of the 2013/14 year, the Human Resources
Management unit made undertakings to focus the 2014/15
year on the interventions outlined below.

Recruitment

Significant efforts were made to ensure that critical and
strategic positions were filled to ensure stabilisation
within the organisation as part of the Administration
handover. Permanent resources were appointed into the
strategic positions during the period under review which
included the Chief Operations Officer, Executive Manager:
Corporate Services, and the ICT Manager, amongst many
others.

The appointment of the Executive Manager: Strategy and
Planning as well as the Chief Executive Officer, although
started in the year under review, were only concluded
within the current financial year.

[ofegetoll | GSETA
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Policy development

The policy development process was consultative, with
amongst others, the recognised Union as part of the
employee engagement.

Salary benchmarking project

The LGSETA engaged the services of a service provider
to undertake the job evaluation and salary benchmarking
project, in response to concerns that were raised over
a long period regarding the levels of remuneration of
LGSETA employees in comparison to other organisations.
As part of this project the LGSETA will become part of the
largest SETA Salary survey which is conducted annually.

Employee Wellness
The LGSETA regards its employees as an important

asset as their wellbeing has a direct impact on the SETA’s
performance and continued success. The Independent



HUMAN RESOURCE MANAGEMENT REPORT (continued)

Counseling and Advisory Services (ICAS) has been
appointed to manage the LGSETA Employee Wellness
Programme.

An employee satisfaction survey was conducted within
the organisation and the outcome put into focus a
negative organisational culture of disengagement, not
necessarily uncharacteristic of an organisation coming out
of Administration.

The organisation continues to place key focus on ensuring
a stable and normal working environment, and will
implement interventions to turn the negative attitudes
and perceptions among employees.

Job Analysis

One of the benefits of the Job Analysis that was conducted
in 2013 is the development of a competency matrix for the
entity. The matrix outlined the critical competencies that
an entity such as the LGSETA requires to ensure an optimal
mix of skills and competencies to drive the operations of
the organisation.

The matrix provided an important foundation for the skills
audit that was conducted within the organisation. The
main purpose of the audit was to record the skills and
knowledge that the organisation has and to determine
what skills are required. The analysis has assisted the
organisation not only to understand the training needs
but to also identify mismatched skills and optimally rectify
them within the organisation.

The skills audit project has made it possible for the entity
to submit a credible Workplace Skills Plan for 2015/16.

All these initiatives form part of the broader commitment
of management towards the development of LGSETA
employees. More employees have taken advantage of the
training and education assistance opportunities provided
and are pursuing further studies.

Apart from current employees, the LGSETA is also
concerned with building a pool of young graduates who
are employable. The inaugural LGSETA Internship/
Work Integrated Learning Programme of 2013/14, was
implemented successfully and has paved the way for future
graduate training programmes within the organisation.

Employee Relations — Disciplinary Matters

The year under review saw a stabilisation of the
organisation from a labour relations point of view. Matters
which had been initiated in 2013 at the onset of the
Administration were finalised. All the matters referred
to the external Commission for Conciliation Mediation
and Arbitration (CCMA) were successfully defended by
the organisation. One matter continues, referred to the
Labour Court.

Employee Performance Management
Framework

The Human Resources department conducted workshops
on the new Performance Management System. The
adopted performance management framework, forces the
organisation to open dialogue around organisational goals
and objectives and necessitates that these are translated
and cascaded to all levels within the organisation.

One of the distinguishing characteristic of the LGSETA
Performance Management System is that it incorporates
and places the organisation’s values at the centre of the
dialogue and thus assisting to bring values to life.

Challenges faced by the entity

Whereas in the preceding year, one of the major challenges
related to the organisation’s inability to attract high
calibre employees, the Human Resources department has
noted an improvement in the numbers and the quality of
candidates who are responding to vacancies. However, the
SETA license term, which expires in March 2016, continues
to be a challenge. Furthermore, the SETAs capped
personnel costs as a component of the administration
budget, continues to present a challenge when negotiating
salary packages for prospective employees.

Over and above the recruitment concerns, the SETA lost
a considerable number of employees, some in critical
areas of the operations, resulting in loss of organisational
memory. Therefore, one of the focuses for the 2015/16
financial year is the retention of key personnel. The drive
to stabilise and normalise the organisation continues.
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HUMAN RESOURCE MANAGEMENT REPORT (continued)

Human Resource oversight statistics

Personnel costs by Programme

Programme Total exp for the | Personnel Exp = Personnel Exp No. of Average

Entity as a % of Total Employees | Personnel Cost
Expenses per Employee

(R'000) (R'000) (R'000) (R'000)

2014/15 2014/15 2014/15 2014/15 2014/15
Administration 24 376 1597 6,55% 1 1597
CEO 296 296 99,92% 1 296
Finance 20 751 4 345 20,94% 13 334
Corporate Services 11780 3497 29,69% 12 291
Operations 20 088 15113 75,23% 38 398
Strategy and Planning 1462 1002 68,53% 2 501

Total 78 754 25 850 32,82% 7 3417

Personnel cost by salary band

“

Level Personnel % of Personnel No. of Average Personnel Cost
Expenditure Expenditure to Total Employees per Employee
Personnel Cost
(R'000) (R’000)
2014/15 2014/15 2014/15 2014/15
Top Management 3618 14,00% 5 724
Senior Management 4368 16,90% 10 437
Professional Qualified 8024 31,04% 17 472
Skilled 9064 35,06% 29 313
Semi-skilled 776 3,00% 6 129
Unskilled
Total 25 850 100,00% 67 2074
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HUMAN RESOURCE MANAGEMENT REPORT (continued)

Training costs (Bursaries as at 31 March 2015)

Programme Personnel Training Training No. of Average Training

Expenditure Expenditure Expenditure as | Employees Cost per

a % of Personnel Employee

Cost
(R'000) (R’000) (R’000)
Administration 1597 - 0,00% - -
CEO 296 - 0,00% - -
Finance 4345 5 0,12% 1 5,30
Corporate Services 3497 - 0,00% - -
Operations 15113 40 0,26% 2 19,87
Strategy and Planning 1002 - 0,00% - -
Total 25 850 45 0,38% 3 25,16
Performance rewards

No performance rewards were paid in the year under review.

Employment and vacancies (as at 31 March 2015)

Programme No. of Approved Vacancies No. of % of
employees posts employees vacancies
2013/14 2014/15 2014/15 2014/15

Administrator Office 1 o] o] 1 o
CEO Office 1 6 4 2 67%
Finance 9 14 1 13 7%
Corporate Services 13 23 12 11 52%
Operations 39 73 35 38 48%
Strategy and Planning 3 14 12 2 86%
Total 66 130 64 67 49%
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HUMAN RESOURCE MANAGEMENT REPORT (continued)

Employment changes

The list includes all employee movement including positions that were additional to the establishment but excluded
the interns.

Employment at the Employment at the

Salary Bands Beginning of Period Appointments Terminations End of the Period

Top Management 6 2 4 4
Senior Management 9 10 9 10
Professional Qualified 18 5 6 17
Skilled 27 9 6 30
Semi-skilled 6 1 1 6
Unskilled

Total 66 27 26 67

Reasons for employee leaving

Reason Number % Total No. of Employees Leaving
Death o] o
Resignation 15 58%
Dismissal 2 8%
Retirement o] o
Il Health o] o
Expiry of Contract 9 35%
Other o o
Total 26 100

Labour Relations: Misconduct and Disciplinary Action

The list included all employee movement including positions that were additional to the establishment.

-

Verbal Warning

Written Warning

Final Written Warning

Suspensions

NN O N

Dismissal
Total

~
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HUMAN RESOURCE MANAGEMENT REPORT (continued)

Equity Targets and Employment Equity Status as at 31 March 2015

Levels Male
African Coloured Indian White
Current Current Current Current
Top Management 2 1 o}
Senior Management 7 o o) le)
Professional Qualified 7 o) 1 o]
Skilled 5 1 o o}
Semi-skilled o o o) o]
Unskilled o o) o o
Total 21 2 1 o
African Coloured Indian White
Current Current Current Current
Top Management 2 o o o}
Senior Management 4 1 (o} 1
Professional qualified 5 1 o o)
Skilled 20 2 o o
Semi-skilled 7 o o (o]
Unskilled o o o o
Total 38 4 o 1
Male Female
Current Current
Top Management o o
Senior Management o} o
Professional qualified o] o
Skilled o] o
Semi-skilled o o)
Unskilled o o)
Total o o
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REPORT BY THE ACCOUNTING AUTHORITY TO THE
EXECUTIVE AUTHORITY AND PARLIAMENT OF THE
REPUBLIC OF SOUTH AFRICA

3. ACCOUNTING AUTHORITY

1. INTRODUCTION

The LGSETA was placed under Administration by the
Director-General of the Department of Higher Education
and Training (DHET) on 20 March 2013, in accordance with
section 15(2) of the Skills Development Act. This was done
through Government Notice No. 36276 in Government
Gazette No. 215. This was done following serious governance
and management failures. The effect of this action was to
disband the Board, suspend the constitution of the SETA, and
place the running of the organisation with the Administrator
who is the Accounting Authority. The Administrator is
required to manage the resources of the SETA in line with
the mandate of the organisation ensuring prudent financial
management, while restoring the organisation back to a state
of normal management and governance. The Administrator,
while empowered to take the necessary decisions to fulfil
his mandate, must adhere to applicable laws and regulations,
such as the Public Finance Management Act (PFMA) and its
regulations, and the labour laws of the country.

2. EXECUTIVE AUTHORITY

The Executive Authority for the LGSETA is the Minister
of Higher Education and Training. The Minister has the
responsibility to approve the Sector Skills Plan (SSP),
Strategic Plan (SP) and Annual Performance Plan
(APP) for the SETA. The Minister is also responsible for
approving any deviations from the approved budget
that may be warranted. During the year under review,
the SETA complied with all PFMA and other compliance
requirements, and submitted its first draft SSP, SP and APP
before the 31 August 2014, followed by the subsequent
drafts on 30 November 2014, and 31 January 2015
respectively. These were duly approved by the Minister.
The SETA also submitted a request to the Minister to
exceed the regulated 10.5% expenditure on Administration,
to ensure that sufficient funds are available to fund the
Administrator interventions necessary to support the
mandate. This approval was duly given by the Minister.
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It is the responsibility of the Accounting Authority to
prepare Financial Statements that fairly present LGSETA's
financial position at 31 March 2015 and also the Financial
Performance and Summary Cash Flow Activities for the
year ending 31 March 2015. The Accounting Authority is of
the opinion that appropriate Accounting Policies, supported
by reasonable and prudent judgement and estimates, have
been applied on a consistent, going concern basis and the
Annual Financial Statements comply with GRAP and the
PFMA (1999) as amended. Systems and controls include
the proper delegation of responsibilities within a clearly
defined framework, effective accounting procedures and
adequate segregation of duties. Further, the management
of these financial affairs has been undertaken in accordance
with the Financial and Procurement Policies, which have
been put in place, and which comply with King Ill Code on
Corporate Governance.

In addition, all necessary structures, policies and procedures
are in place to ensure compliance with the requirements of
the PFMA. These include an independent Audit and Risk
Committee, the Risk Management Plan, a Fraud Prevention
Plan and Internal Auditors.

4. GOING CONCERN

The Accounting Authority has reviewed LGSETA’s financial
budgets for the period 1 April 2015 to 31 March 2016 and
is satisfied that adequate resources exist to continue as a
going concern for the foreseeable future. The Accounting
Authority confirms that it has assessed key sustainability
risks and there is no reason to believe the SETA will not be
a going concern in the year ahead.

As at the date of this report, the minister had not yet made
a pronouncement regarding the new SETA landscape.



GOVERNANCE (continued)

5. INTERNAL AUDIT AND RISK
MANAGEMENT

The Audit and Risk Committee reviewed the LGSETA’s
overall approach to risk management and control.
These included management strategies and initiatives in
managing the risks facing the LGSETA,; periodic and year-
end reports on the status of risk management within the
LGSETA; compliance with Laws and Regulations and the
review of the Fraud and Corruption Prevention Plan.

During the period under review, the LGSETA had an
internal audit and risk management function that was
assisted by an outsourced audit firm. The Committee
approved the internal audit three-year rolling strategic
and annual plans and reviewed the quarterly reports.
The head of internal audit had direct access to the
chairpersons of both the Audit and Risk Committee and
the Accounting Authority. The Committee is satisfied

with the performance of the internal audit activity in
assisting to address the risks pertinent to the LGSETA.

6. AUDIT AND RISK COMMITTEE

The Audit and Risk Management Committee comprised
of five (5) non-executive independent members
including its Chairperson.

The Audit and Risk Management Committee assisted
the Accounting Authority in overseeing:

. The quality and integrity of the financial statements
and the disclosure thereof;

. The scope and effectiveness of the internal audit
function; and

. The effectiveness of the organisation’s system of
internal control and risk management processes.

The table below shows the names of current members, attendance to meetings and how they were remunerated:

Non-Executive

No. of Meetings

Independent Members attended FEES Al
Michael Mamotheti Chairperson 13 117 200
Nontokozo Gxumisa Member 12 93 000
Thomas Kgokolo Member 8 59 400
Belese Majova-Nkomo Member 13 101 400
Phumzile Langeni Member 4 33 600

7. GENERAL REVIEW OF THE STATE
OF AFFAIRS

7.1 INCOME

During the period under review, the Local Government
Sector Education and Training Authority (LGSETA)
realised a 13% increase in skills development levy
income, in comparison to the levy income earned for the
year that ended on 31 March 2014. Return on invested
funds accounted for R31 106 million of the total revenue
recorded, which represents an increase of 40% from
the prior year. LGSETA invested funds with the financial

institutions approved by National Treasury. These funds
are invested in short term cash investments, to ensure
liquidity of the funds and to minimise the interest rate
risk.

7.2 ADMINISTRATION EXPENSES

Administrationexpenditure exceeded the10.5% threshold
as prescribed by the Skills Development Regulations, to
allow for the funding of the Administrator’s interventions
to turn the SETA around. As required by law, approval for
this was sought from the Executive Authority, and such
approval was accordingly granted, the approval granted
was to a maximum of R1g million.
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GOVERNANCE (continued)

7.21 EMPLOYER GRANT AND PROJECT
EXPENDITURE

Employer Grant and Project expenses increased by
12% from prior year, due to improved execution of
Discretionary Grants projects. The balance of the
commitments as at 31 March 2015 is R474,4 million.

7.2.2 SURRENDER OF UNCOMMITTED FUNDS TO
NATIONAL SKILLS FUNDS (NSF)

In terms of Section 14A of the Skills Development
Act of 1998 and Regulation 3(12) of the SETA Grant
Regulations, the entity transferred R267 546 000 to
the National Skills Fund, this being the uncommitted
accumulated discretionary reserves.

7.2.3 DISCRETIONARY GRANTS AND COMMITMENTS

Interms of the Grant Regulations, the Discretionary Grant
component of a SETA income is 49.5%. The unreliability
of the schedule of commitments for Discretionary
Grants was one of the reasons for the qualified audit
opinion of the prior year. As a result, particular attention
has been given to review all contracts included in the
commitment schedule. All counterparties with dormant
or expired contracts were contacted to determine
whether these contracts can be closed, and removed
from the commitment schedule. Following that process,
contracts amounting to R101 million were closed and
their commitments written off due to no responses from
the counterparties. The review was also done to ensure
that all completed projects are identified and closed
properly. LGSETA commitments based on outstanding
discretionary grants contractual obligations for the
period under review, amount to R474,4 million.

7.2.4 MANDATORY GRANTS

There has been a noticeable improvement in the number
of employers that completed their Workplace Skills Plan
(WSP)s compliant with the Regulations. The Regulations
require that the WSPs and Annual Training Reports
(ATR)s be signed off by the recognised unions, unless
proof of consultation is provided, the lack of signatures
notwithstanding.

o[l | GSETA

7.2.5 FINANCIAL POSITION
Assets

The total assets for the current period amounted
to R488,4 million compared to R649,6 million in
2014, representing a 25% decrease. The decrease
is attributable to the decrease in the cash and cash
equivalents balances resulting from a transfer of
R267,5 million to the National Skills Fund.

Liabilities

LGSETA recorded total liabilities of R79,4 million
compared to R131,3 million in the previous period,
representing a 40% decrease. The decrease is
attributable to the R8o million transfer to the FET
infrastructure fund in the 2013/14 financial year.

Net Assets

The net assets amounted to R409 million compared to
R518 million in the previous period. This is a decrease
of 21%.

8. SERVICES RENDERED BY THE
PUBLIC ENTITY AND TARIFF POLICY

The LGSETA is a schedule 3A public entity established
by the Minister of Higher Education and Training in
terms of the Skills Development Act, and governed by
the Public Finance Management Act, No. 1 of 1999, as
amended. The LGSETA facilitates Skills Development in
the Local Government Sector. No tariffs are charged for
services rendered. The LGSETA is funded through Skills
Development Levies contributed in terms of the Skills
Levies Act by employers in the local government sector.

9. CAPACITY CONSTRAINTS

Major capacity constraints have had a negative impact
on service delivery initiatives in the prior years. A new
organisational structure of the LGSETA was approved
in the preceding year, in order to position the SETA
to deliver on the mandate and its set objectives in the



GOVERNANCE (continued)

strategic plan. During the year under review, a big effort
was underway to build capacity in the organisation
through recruitment, and capacity building of existing
employees. Many managers also resigned and left the
organisation during the year under review, further
exacerbating the capacity constraints.

10. UTILISATION OF DONOR FUNDS

No donor funds were received by the LGSETA for the
year under review.

11.  BUSINESS ADDRESS

47 Van Burren Road
Bedfordview
2007

12. CONTROLLED ENTITIES AND
PUBLIC ENTITIES

The LGSETA does not exercise control over any other
entities, agencies, organisations or public entities.

13. OTHER ORGANISATIONS TO WHOM
TRANSFER PAYMENTS HAVE BEEN
MADE

During the financial year under review, LGSETA
transferred R267 million to the National Skills Fund
relating to the uncommitted surplus in 2013/14 financial
year.

14. PUBLIC PRIVATE PARTNERSHIPS

No public private partnerships were entered into by the
LGSETA for the period under review.

15. DISCONTINUED ACTIVITIES

No discontinued activities or closure of any major part of
the business have occurred during the period under review.

16. NEW/PROPOSED ACTIVITIES

No new activities have been proposed.

17. RE-LICENSING

LGSETA was relicensed for a five year period until
31 March 2016.

18. CORPORATE GOVERNANCE

18.1 CORPORATE GOVERNANCE AND COMPLIANCE
WITH PFMA

The LGSETA was put under section 15(A) Administration
on 20 March 2013 in terms of the Skills Development
Act. During the year under review, the LGSETA has
made a remarkable turnaround in so far as corporate
governance and compliance to the PFMA is concerned
following years of LGSETA's non-compliance with
National Treasury requirements, such as:

. The failure to submit a revised 2012/13 Strategic
Plan and Annual Performance Plan to the
Department by 31 July 2012.

. The failure to submit a draft 2013/14 Strategic Plan
and Annual Performance Plan by 31 August 2012.

. The failure to submit the 2011/12 Annual Report to
the Department by 31 August 2012 and as a result
the Minister could not table its report to Parliament
as required.

18.2 FINANCIAL RISK MANAGEMENT AND SYSTEMS
OF CONTROL

Section 51(1) (a) of the PFMA requires the Accounting
Authority of a public entity to implement and maintain
effective, efficient and transparent systems of financial,
risk management and internal controls. The LGSETA
internal control systems have been revitalised through
the appointment of an internal audit firm and a dedicated
CFO to manage the finance division.

18.3 EXPENDITURE CONTROL AND PROCUREMENT
FRAMEWORK

Procurement of goods and services is being done
following applicable process in line with Supply
Chain Management (SCM) policy, SCM regulations
and prescripts. In a case of tenders, relevant bid
committees develop bid specifications, evaluate and
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GOVERNANCE (continued)

adjudicate proposals. The Bid Adjudication Committee
makes recommendations for approval by the CFO and
Administrator. Executive management is not involved
in evaluation and adjudication process but oversee the
process. Procurement compliance checklist for each
tender is maintained by SCM Manager.

Potential irregularities that pose risks to the LGSETA
are included in the risk register which is updated on a
regular basis. A register of identified unauthorised,
irregular fruitless and wasteful expenditure is being
maintained and instances of these are reported to the
Administrator.

18.4 LGSETA INFRASTRUCTURE AND SECURITY
OVER ASSETS AND INCOME

The LGSETA net asset base was R518 million at 31 March
2014. Total net assets decreased by R109,1 million as at
the financial year ended 31 March 2015 to R409 million.

18.5 THEACCOUNTING AUTHORITY AND EXECUTIVE
COMMITTEE MEETINGS

The Administrator is the Accounting Authority of the
LGSETA and there have been no Board Meetings during

this period of Administration. The Administrator works
with an Executive Management team, which meets
regularly.

18.6 AUDIT COMMITTEE

The Audit Committee met for more than four times during
the financial year under review. The Audit Committee is
appointed as per the Public Finance Management Act,
and the National Treasury Regulations.

18.7 MANAGEMENT COMMITTEE

The Administrator and the management team are
responsible for ensuring that decisions and strategies
are implemented.

18.8 EMPLOYEES
A new organisational structure was approved by the

Administrator in September 2013, and all critical position
have now been filled.

19 REMUNERATION TO MEMBERS OF THE ACCOUNTING AUTHORITY AND

EXECUTIVE MANAGEMENT

Administrator and Executive Management:

Name Position Term Date Resigned Remuneration

Mr N Ngandela Administrator 12 1473530
Ms K Mokwena HR Manager 12 798 386
Ms N Mfundisi Corporate Services Executive 9 December 2014 450 953
Mrs N Lesela Executive PMU Manager 12 March 2015 1063054
Mr O Shelembe Chief Financial Officer 9 December 2014 1132139
Mr L Dyasi Corporate Services Executive 204 582
Mr D Baatjies Chief Operations Officer 2 151542

Ngaba NqandeLa/
Administrator

Wl | GSETA



AUDIT COMMITTEE REPORT

It is with pleasure that we present this report for the
financial year ended 31 March 2015.

AUDIT AND RISK COMMITTEE
MEMBERS AND ATTENDANCE

The Audit and Risk Committee comprises of the
members listed on page 45 of the annual report, and is
required to meet at least four times per annum as per its
approved terms of reference. During the period under
review, the Committee met more than four times, with
the support of the Accounting Authority and Executive
Authority, in order to intensify the oversight role to
turn around the financial management situation at the
entity. The Committee members’ meeting attendance is
disclosed on page 45 of the annual report.

RESPONSIBILITIES OF THE AUDIT
AND RISK COMMITTEE

The Committee adopted appropriate formal terms
of reference in its charter, which are in line with the
requirements of Section 51(1) (a) of the Public Finance
Management Act (PMFA) (Act 1 of 1999), and Treasury
Regulation 27.1. The Committee also conducted its
affairs in compliance with its charter. The charter was
reviewed and approved by the Accounting Authority.

The Committee’s main duties and activities during the
period under review may be summarised as follows:

EFFECTIVENESS OF INTERNAL
CONTROL

The system of internal control over the financial and
operational activities, were effective, efficient and
transparent. In accordance with the PFMA and King
Il Report on Corporate Governance requirements,
Internal Audit provided the Audit and Risk Committee
and Management with the assurance that the internal
controls were appropriate and effective.

This was achieved by means of the risk management
process, as well as by the identification of corrective

actions and the suggested enhancement of both
controls and processes. However there were certain
instances where controls relating to performance
information were found to be ineffective and needed
further improvement. Such control deficiencies are
being addressed by management and are assessed by
Internal Audit. The Committee continues to monitor the
effectiveness and efficiency of measures put in place
to improve performance management and reporting
thereof.

The Committee is in the position to report that, for
the period under review, the system of internal control
over financial reporting was reasonable, efficient and
effective

EVALUATION OF FINANCIAL
STATEMENTS

The Committee has:

. Reviewed and discussed the audited annual
financial statements to be included in the annual
report, with the Auditor-General of South Africa,
as well as the Accounting Authority.

. Reviewed the Auditor-General of South Africa’s
audit and management report, as well as
management’s response to the report.

. Reviewed changes in accounting policies and
practices.

. Reviewed adjustments resulting from the audit.

The Committee concurs with, and accepts the Auditor-
General of South Africa’s report on the annual financial
statements, and is of the opinion that the audited
financial statements should be accepted.

INTERNAL AUDIT

During the period under review, the LGSETA had an
internal audit and risk management function that was
assisted by an outsourced audit firms. The Committee
approved the internal audit three year rolling strategic
and annual plans and reviewed the quarterly reports.
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AUDIT COMMITTEE REPORT (continued)

The head of internal audit had direct access to the
chairpersons of both the Audit and Risk Committee and
the Accounting Authority. The Committee is satisfied
with the performance of the internal audit activity in
assisting to address the risks pertinent to the LGSETA.

ENTERPRISE-WIDE RISK
MANAGEMENT

The Committee reviewed the LGSETA's overall approach
to risk management and control, as well as the risk
management processes and practices, while specifically
including the results of the risk management workshops
which entailed:

Management strategies and initiatives in managing the
risks facing the LGSETA,; Periodic and year-end reports
on the status of risk management within the LGSETA,;
and the review of the fraud and corruption prevention
plan. The Committee however noted that the Risk
Management Committee became functional only
towards the end of the year.

PERFORMANCE INFORMATION

The Committee reviewed the system on compiling
performance information. The Committee could not
review quarterly reports on performance information
as management did not provide the reports for review.
The Committee is satisfied with the progress made by in
improving the timely, relevance, reliability and quality of
performance information and concurs with the results
of the Auditor General South Africa in this regard.

AUDITOR-GENERAL OF SOUTH
AFRICA

The Committee reviewed the scope and results of the
external audit and its effectiveness. The Committee also
met with representatives from the Auditor-General of
South Africa to ensure that there were no unresolved
issues.

LGSETA

ASSESSMENT OF THE AUDIT AND
RISK COMMITTEE

The Accounting Authority did not evaluate the
performance of the Committee during the year under
review.

Michael Mamotheti

Chairperson of the Audit and Risk Committee

Local Government Sector Education & Training
Authority
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STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF ACCURACY

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.

. 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 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 entity for the financial year ended 31 March 2015.

Yours faithfully

Administrator
Ngaba Ngandela
Date: 31 March 2015

LGSETA



REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE LOCAL
GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY

Report on the financial
statements

Introduction

1

| have audited the financial statements of the
Local Government Sector Education and Training
Authority (LG SETA) set out on pages 57 to 93 which
comprise the statement of financial position as at
31 March 2015,
performance,statementofchangesinnetassets,cash

the statement of financial

flow statement and the statement of comparison of
budget information with actual information for the
year then ended, as well as the notes, comprising a
summary of significant accounting policies and other
explanatory information.

Accounting authority’s responsibility
for the financial statements

The accounting authority is responsible for the
preparation and fair presentation of these financial
statements in accordance with South African
Standards of Generally Recognised Accounting
Practice (SA Standards of GRAP) and the
requirements of the Public Finance Management Act
of South Africa, 1999 (Act No. 1 of 1999) (PFMA) and
the Skills Development Act of South Africa, 1998 (Act
No.97 of 1998) (SDA), and for such internal control
as the accounting authority determines is necessary
to enable the preparation of financial statements
that are free from material misstatement, whether
due to fraud or error.

Auditor-General’s responsibility

My responsibility is to express an opinion on these
financial statements based on my audit. | conducted
my audit in accordance with International Standards
on Auditing. Those standards require that | comply
with ethical requirements, and plan and perform the
audit to obtain reasonable assurance about whether

the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures
in the financial statements. The procedures selected
depend on the auditor’s judgement, including the
assessment of the risks of material misstatement
of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s
preparation and fair presentation of the financial
statements in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of
accounting estimates made by management, as well
as evaluating the overall presentation of the financial
statements.

| believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my
audit opinion.

Opinion

6.

In my opinion, the financial statements present
fairly, in all material respects, the financial position
of LGSETA as at 31 March 2015 and its financial
performance and cash flows for the year then ended,
in accordance with SA Standards of GRAP and the
requirements of the PFMA and the SDA.

Emphasis of matter

7

| draw attention to the matter below. My opinion is
not modified in respect of this matter.
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE LOCAL
GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY (continued)

Restatement of corresponding
figures

8. As disclosed in note 17 to the financial statements,
the corresponding figures for 31 March 2014 have

12.

been restated as a result of an error discovered
during the year ended 31 March 2015 in the financial
statements of the public entity at, and for the year
ended, 31 March 2014.

13.

SETA Re-licencing

9. Asdisclosed note 1.7 to the financial statements, the
Local Government Sector Education and Training
Authority (LGSETA) licence expires on 31 March 2016.
As at 31 March 2015 the minister of Higher Education
and Training had not made a pronouncement on
renewal of the SETA licences beyond 31 March 2016.

Report on other legal and regulatory

requirements 14

10. In accordance with the Public Audit Act of South
Africa, 2004 (Act No. 25 of 2004) and the general
notice issued in terms thereof. | have a responsibility
to report findings on the reported performance
information against predetermined objectives for
selected programmes presented in the annual
performance report, non-compliance with legislation
and internal control. The objective of my tests was to
identify reportable findings as described under each
subheading but not to gather evidence to express

16.

assurance on these matters. Accordingly, | do not
express an opinion or conclusion on these matters.

Predetermined objectives

1. | performed procedures to obtain evidence about the
usefulness and reliability of the reported performance
information for the following selected programmes
presented in the annual performance report of the
public entity for the year ended 31 March 2015:

. Programme 1: Administration pages 24 to 25;
. Programme 2: Sector skill plan on pages 26 to
28;
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17.

. Programme 3: Learning programme on pages
29 to 34;and

. Programme 4: Education quality training
authority on pages 35 to 37.

| evaluated the reported performance information
against the overall criteria of usefulness and
reliability.

| evaluated the usefulness of the reported
performance information to determine whether
it was presented in accordance with the National
Treasury’s annual reporting principles and whether
the reported performance was consistent with the
planned programmes. | further performed tests to
determine whether indicators and targets were well
defined, verifiable, specific, measurable, time bound
and relevant, as required by the National Treasury’s
Framework for managing programme performance
information (FMPPI).

| assessed the reliability of the reported performance
information to determine whether it was valid,
accurate and complete.

The material findings in respect of the selected
programmes are as follows programmes:

Programme 1: Administration
Usefulness of reported performance information
Measurability of targets and indicators

Performance targets should be specific in clearly
identifying the nature and required level of
performance as required by the FMPPI. A total of 63%
of the targets were not specific. This was because
management did not adhere to the requirements
of the FMPPI due to a lack of proper systems and
processes.

Performance targets should be measurable as
required by the FMPPL. | could not measure the
required performance for 63% of the targets.
The measurability of planned targets could not
be assessed due to a lack of technical indicator
descriptions and formal standard operating
procedures or documented system descriptions.



REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE LOCAL
GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY (continued)

18.  Performance indicators should be well defined by
having clear definitions so that data can be collected
consistently and is easy to understand and use,
as required by the FMPPI. A total of 63% of the
indicators were not well defined.

19. The processes and systems that produced the
indicator should be verifiable, as required by the
FMPPI. A total of 63%0f the indicators were not
verifiable. The measurability of planned indicators
could not be assessed due to a lack of technical
indicator descriptions and formal standard operating
procedures or documented system descriptions

Reliability of reported performance
information

20. The FMPPI requires entities to have appropriate
systems to collect, collate, verify and store
performance information to ensure valid, accurate
and complete reporting of actual achievements
against planned objectives, indicators and targets.
| was unable to obtain the information and
explanations | considered necessary to satisfy myself
as to the reliability of the reported performance
information. This was due to limitations placed on
the scope of my work because the entity could not
provide sufficient appropriate evidence in support of
the reported performance information.

Programme 4: Education training quality authority
Usefulness of reported performance information
Measurability of indicators

21.  Performance indicators should be well defined by
having clear definitions so that data can be collected
consistently and is easy to understand and use,
as required by the FMPPI. A total of 36% of the
indicators were not well defined. The measurability
of planned indicators could not be assessed due to
a lack of technical indicator descriptions and formal
standard operating procedures or documented
system descriptions.

22. ldid not raise any material findings on the usefulness
and reliability of reported performance information
for the following programmes:

. Programme 2: Sector skills plan on pages 26 to
28; and

. Programme 3: Learning programme on pages
29to 37.

Additional matter

23. ldraw attention to the following matter:

Achievement of planned targets

24. Refer to the annual performance report on pages
24 to 37 for information on the achievement of
planned targets for the year. This information
should be considered in the context of the material
findings on usefulness and the reliability of the
reported performance information for the selected
programmes reported in paragraphs 16 to 21 of this
report.

Adjustment of material
misstatements

25. | identified material misstatements in the annual
performance report submitted for auditing on the
reported performance information of Programme 3:
Learning Programme. As management subsequently
corrected the misstatements | did not raise any
material findings on the reliability of the reported
performance information

Compliance with legislation

26. | performed procedures to obtain evidence that the
public entity had complied with applicable legislation
regarding financial matters, financial management
and other related matters. My findings on material
non-compliance with specific matters in key
legislation, as set out in the general notice issued in
terms of the PAA, are as follows:
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE LOCAL
GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY (continued)

Annual financial statements

27. The financial statements submitted for auditing
were not prepared in accordance with the prescribed
financial reporting framework as required by section
55(1)(b) of the PFMA. Material misstatements on
discretionary grants commitments and irregular
expenditure identified by the auditors in the
submitted financial statements were subsequently
corrected; resulting in the financial statements
received an unqualified opinion.

Procurement and contract
management

28. Goods and services with a transaction value below
R500 000 were procured without obtaining the
required price quotations, as required by treasury
regulation 16A6.1.

29. Goods and services of a transaction value above
Rsoo o000 were procured without inviting
competitive bids, as required by treasury regulations
16A6.1.

Expenditure management

30. The accounting authority implemented controls
to prevent irregular expenditure and fruitless and
wasteful expenditure, but these controls were not at
all times effective in preventing irregular expenditure
and fruitless and wasteful expenditure, as required
by section 51(1) (b) (ii) of the PFMA.

Internal control

31. | considered internal control relevant to my audit
of the financial statements, annual performance
report and compliance with legislation. The matters
reported below are limited to the significant internal
control deficiencies that resulted in the findings on
the annual performance report and the findings
on non-compliance with legislation included in this
report.

[ogCM L GSETA

Leadership

32,

33

Placing the entity under administration assisted in
improving the internal control environment in the
area of financial administration although the SETA
made considerable use of financial consultants.
Leadership intervention is still required on the
areas of project and contract management and
performance management and compliance with
laws and regulations.

Despite there has been an improvement in the
control environment, numerous repeat findings
and internal control deficiencies that existed in the
prior year were still identified which indicated that
the action plan to address audit recommendations
was not timeously implemented and adequately
monitored.

Financial and performance
management

34.

Although the entity improved its internal controls
on the preparation of financial statements,
the discretionary grant commitments included
contracts that had expired and not all irregular
expenditure transactions were disclosed. In addition,
the annual performance report contained material
misstatements which were not prevented and
detected by the entity’s internal controls. As a result,
material adjustments were made to the annual
financial statements and annual performance report
submitted for auditing.

Auditor-General

Pretoria

31 July 2015

A UDITOR-GENERAL

SOUTH A FRICA

Auditing to build public confidence
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(PFMA), as amended, requires the Accounting Authority
to maintain adequate accounting records and is
responsible for the content and integrity of the Annual
Financial Statements and related information. The
Annual Financial Statements have been prepared in
accordance with the effective Standards of Generally
Recognised Accounting Practice (GRAP), including any
interpretations and directives issued by the Accounting
Standards Board.

The external auditors are responsibile for reporting on
the fair presentation of the Annual Financial Statements
and were given unrestricted access to all financial
records and related information.

To enable the Accounting Authority to carry out its
responsibilities, appropriate standards, that require
a systems of internal control and risk management
to be implemented, were set and agreed. These were
designed to provide reasonable assurance against
material misstatements and deficits. LGSETA maintains
internal financial controls to provide assurance regarding

ot LGSETA

ACCOUNTING AUTHORITY’S RESPONSIBILITY AND APPROVAL

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

the safeguarding of assets against unauthorised use
or disposition as well as the maintenance of proper
accounting records to provide reliable financial
information for use within the organisation or for
publication.

The Accounting Authority has reviewed the Entity’s
budgets and cash flow forecasts for the year. On the
basis of this review, and in view of the current financial
position, the Accounting Authority is satisfied that the
Entity will continue to operate as a going concernin the
foreseeable future.

The Annual Financial Statements which appear on pages
57 to 93 were approved by the Accounting Authority on
24 July 2015 and signed on their behalf by:

Ngaba Ngandela

Administrator

Local Government Sector Education
& Training Authority
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ASSETS

Non-current assets
Property, plant and equipment
Intangible assets

Total non-current assets

Current assets

Prepayment and advances

Trade and other receivables-non exchange transactions
Trade and other receivables-exchange transactions
Inventories

Cash and cash equivalents

Total current assets

TOTAL ASSETS

LIABILITIES

Current liabilities

Skills Development Grants Payables

Trade and other payables-non exchange transactions
Trade and other payables-exchange transactions

Total current liabilities

NET ASSETS

Funds and Reserves
Administration Reserve
Discretionary Reserve

TOTAL NET ASSETS AND LIABILITIES

STATEMENT OF FINANCIAL POSITION

Restated
March 2015 March 2014
Notes R R

3 4 264138 2 813 440
31 205 509 420 122
4 469 647 3233562
4 436 786 13713
5 7 535 906 -
6 3299 565 2329 444
7 164 352 317 616
8 472 537 519 643 612 316
483974127 646 373 090
488 443774 649 606 652
9 28 410 875 31355114
10 43 468 008 84 770 862
1 7548 843 15 271048
79 427 726 131397 023
409 016 048 518 209 629
2 4 469 647 3233562
2 404 546 401 514 976 067
488 443774 649 606 652
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STATEMENT OF FINANCIAL PERFORMANCE

Restated
March 2015 March 2014
Notes R R
REVENUE
Non-Exchange Revenue 12 481929 711 425 015 696
Skills Development Levy: income 471 400 355 417 467 092
Skills Development Levy: penalties and interest 10 529 356 7 548 603
Exchange Revenue 13 31407 053 22 247 503
Investment income 31106 088 22186 249
Other Income 300 965 61254
Total Revenue 513 336 764 447 263199
EXPENSES
Non-exchange transactions (543 776 270) (250 945 823)
Employer grant and project expenses 14 (276 230 270) (250 945 823)
Surrender of uncommitted funds to NSF 1441 (267 546 000) -
Exchange transactions (78 754 075) (71976 850)
Administration expenses 15 | (78 754 075) (71976 850) |
NET (DEFICIT)/SURPLUS FOR THE YEAR 2 (109 193 581) 124 340 526
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STATEMENT OF CHANGES IN NET ASSETS
Administra- Employer Accumulat-
tion Grant Discretionary ed Surplus/
Reserves Reserve Reserve (Deficit)
Notes R R R R

Balance as at 31 March 2013 3570 000 - 390299103 - 393869103

Net Surplus/(Deficit) for the

year as restated - - - 124 340 526 124 340 526
Surplus as previously stated 127688 508 127688 598
Prior Year Error 17 (3348 072) (3348 072)
Allocation of Net Surplus 2 (21733 306) 32159 730 113914101 (124 340 526) -
Excess Reserves transferred

to Discretionary Reserve - (32159 730) 32159 730 - -

Transfer from Discretionary
Reserve 21396 868

(21396 868) - -

Restated Balance as at

31March 2014 3233562 - 514976 067 - 518 209 629
Net (Deficit)/Surplus for the

year (109193 581) (109193 581)
Allocation of Net (Deficit)/

Surplus 2 (16 905 034) 11751368 (104 039 915) 109 193 581 -
Excess Reserves transferred

to Discretionary Reserve (11 751 368) 11751368 -
Transfer from Discretionary

Reserve 18 141 119 (18 141 119) -
Balance as at 31 March 2015 4 469 647 - 404546 401 - 409016 048

There has been no new Levy Payers within the past 6 months.
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Cash flows from operating actives

Cash receipts from stakeholders
Levies, Interest and Penalties Received
Proceeds from Tender Documents
Interest Income

Cash paid to stakeholders, suppliers and employees
Grants and Project Payments
Compensation of Employees

Payments to National Skills Fund
Payments to Suppliers and Others

Net cash flows from operating activities
Cash flows from investing activities
Additions to property, plant and equipment for expansion

Proceeds on disposal of property, plant and equipment

Net cash flows from investing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Notes

12

16

March 2015
R

STATEMENT OF CASH FLOWS

Restated
Mar 2014
R

513336764 447 263199
481929 711 425 015 696
300 965 61254
31106 088 22186 249
(681226 318) (314 720 075)
(276 230 270) | (250 945 823)
(25849793)| (25737 223)
(267 546 000) -
(111 600 255)| (38 037 030)
(167 889 554) 132543123
(3185 244) (1210 000)

= 84 558

(3185 244) (1125 442)
(171 074 798) 131 417 681
643 612 316 512 194 636
472 537 519 643 612 316
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Total Revenue

Administration levy income (10.5%)
Mandatory grant levy income (20%)
Discretionary grant levy income (49.5%)
Penalties and interest

Other Income

Investment income

Total expenses
Administration expenses
Employee Related Costs
Depreciation and amortisation
General Expenses

Mandatory Grants
Surrender of Uncommitted funds to NSF

Discretionary Grants

Net Surplus/(Loss) for the year

Budget Actual Variance
R R R

474 235 000 513 336 764 (39101764)
56 529 000 61849 041 (5 320 041)
282 647 000 119 141 783 163 505 217
113 059 000 290 409 530 (177 350 530)
- 10 529 356 (10 529 356)
= 300 965 (300 965)
22 000 000 31106 088 (9106 088)
474 609 000 622 530 345 (147 921 345)
50 504 000 78 754 075 (28 250 075)
29 020 000 25849 793 3170 207
474 000 1557 033 (1083 033)
21010 000 51347 249 (30 337 249)
126 420 000 107 390 416 19 029 584
- 267 546 000 (267 546 000)
297 685 000 168 839 854 128 845 146
(374 000) (109193 581) 108 819 581
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Analysis of variances

Levy income

Levy income in nature will vary from budget as these
depend on collection made from levy payers. Of the
R62 475 739 reflected as a surplus between the budget
and actual revenue received for the year under review,
R31 068 686 relate to levy income. The R31 106 088
relate to investment income. The entity invest funds
with financial institutions approved by National Treasury.
Funds are invested in short term cash investments to
ensure liquidity of funds and minimise the interest
rate risk. Investments are influenced by the changes in
market interest rates.

Administration expenses

Administration expenditure is limited to 10.5% of levies
received. The legislative limit was exceeded during the
2014/15 financial year. However, permission to exceed
the prescribed administration costs was granted
by the Minister of Higher Education and Training.
This amounted to R1g million, and was utilised for
Administration turnaround strategies.

During the 2014/15 financial year the entity, as part of
the Administration turnaround strategies, acquired the
services of various consulting firms to assist in attaining
certain goals within the organisation. As a result the
budget for consultants was exceeded.

There has been higher spending on advertising due to a
rebranding of LGSETA.

The budget for Legal Fees was exceeded during the
2014/15 financial year due to the renewal of the contract
with the attorney. This renewal was not budgeted for in
the current financial year.

YW LGSETA

Employer Grant and Project expenditure

Employer Grant and Project expenses are lower than
budget due to the fact that the budget is based on
allocated funds while actual expenditure happens
across different financial years depending on the
various project deliverables and when levies relating to
discretionary grants are received.

The balance of the commitments as at 31 March 2015 is
R474 443 602.

Surrender of Uncommitted funds to NSF

In terms of Section 14A of the Skills Development
Act of 1998 and Regulation 3(12) of the SETA Grant
Regulations, the entity transferred R267 546 000 to the
National Skills Fund being the surplus of uncommitted
accumulated discretionary reserves.
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1. Basis of preparation and
accounting policies

The financial statements have been prepared in accordance
with the Standards of Generally Recognised Accounting
Practices (GRAP), issued by the Accounting Standard Board
in accordance with Section 91(1) of the Public Finance
Management Act (Act 1 of 1999). Accounting policies are in
accordance with the Skills Development Act (Act No 97 of
1998), as amended and the Skills Development Levies Act,
Act No 9 of 1999, as amended.

The financial statements have been prepared on an
accrual basis of accounting and are in accordance
with the historical cost convention, unless specified
otherwise. The principal accounting policies adopted in
the preparation of these annual financial statements are
set out below and are consistent in all material respects
with those applied in the previous year.

Where appropriate, prior year amounts have been
reclassified, to be consistent with current year
presentation.

11 Presentation Currency
These financial statements are presented in South African
Rands, which is the functional currency of the entity.

1.2 Going concern assumption

These financial statements have been prepared based on
the expectation that the entity will continue to operate
as a going concern for at least the next 12 months, when
the license of the SETA expires on 31 March 2016.

1.3 Property Plant and Equipment

Iltems of property plant and equipment, that qualifies
for recognition as an asset, are measured at cost
less accumulated depreciation and any accumulated
impairment losses. Depreciation is charged so as to
allocate the cost of assets less their residual values
over their estimated useful lives, using the straight-
line method. The following rates are used for the
depreciation of property, plant and equipment:

ACCOUNTING POLICIES

Office equipment 5 years
Office furniture and equipment 5 years
Computer Software 3 years
Computer equipment 3 years

The residual value and the useful life of an asset shall
be reviewed at each reporting date and, if expectations
differ from previous estimates, the change(s) shall be
accounted for as a change in an accounting estimate in
accordance with the Standard of GRAP on Accounting
Policies, Changes in Accounting Estimates and Errors.

The carrying amount of an item of property, plant and
equipment shall be derecognised: (a) on disposal, or (b)
when no future economic benefits or service potential
are expected from its use or disposal. Profit and losses
on disposal of property, plant and equipment are
charged to the income statement.

1.4 Impairment of non-current assets

At each reporting date, the carrying amounts of tangible
andintangible assets are reviewed to determine whether
thereis any indication that those assets have suffered an
impairment loss. If the fair value less costs to sell of an
asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its fair
value less costs to sell. An impairment loss is recognised
immediately in profit or loss.

If animpairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate
of its fair value less costs to sell, but not in excess of
the amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised
immediately in profit or loss.

1.5 Leases

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are
classified as operating leases.
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Assets held under finance leases are recognised as
assets of the SETA at their fair value at the inception
of the lease. The corresponding liability to the lessor
is included in the statement of financial position
as a finance lease obligation. Lease payments are
apportioned between finance charges and reduction of
the lease obligation so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance
charges are charged directly to profit or loss. Assets
held under finance leases are included in property, plant
and equipment, and depreciation and impairment losses
are recognised.

Lease payments under an operating lease shall be
recognised as an expense in the statement of financial
performance on a straight-line basis over the lease term.
The difference between the amounts recognised as an
expense and the contractual payments are recognised
as an operating lease asset or liability.

1.6 Provisions

Provisions are recognised when the SETA has a present
obligation (legal or constructive) as a result of a past
event, it is probable that the SETA will be required to
settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle the
present obligation at the reporting date, taking into
account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the
cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash
flows.

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a
third party, the receivable is recognised as an asset if it is
virtually certain that reimbursement will be received and
the amount of the receivable can be measured reliably.

oSSl L GSETA

ACCOUNTING POLICIES

1.7 Financial instruments

Initial recognition

The entity recognises a financial asset or a financial
liability in its statement of financial position when the
entity becomes a party to the contractual provisions of
the instrument.

Financial assets

Financial assets of the entity are categorised as loans
andreceivables. The classification depends on the nature
and purpose of the financial assets and is determined at
the time of initial recognition.

Cash and cash equivalents

Bank balances and money market funds comprise cash
held by LGSETA on a short-term basis with original
maturity of three months to twelve months. The
carrying amount of these assets approximates their fair
value.

Financial assets at amortised cost

Trade receivables, loans, and other receivables that have
fixed or determinable payments that are not quoted in
an active market are classified as ‘financial assets at
amortised cost’. These financial assets are measured
at amortised cost using the effective interest method
less any impairment. Interest income is recognised by
applying the effective interest rate.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts through the expected life of the
financial asset, or, where appropriate, a shorter period.

Financial Liabilities

Financial liabilities of the entity are classified as financial
liabilities at amortised cost. The classification depends
on the nature and purpose of the financial liabilities and
is determined at the time of initial recognition.
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net of transaction costs. Other financial liabilities
are subsequently measured at amortised cost using
the effective interest method, with interest expense
recognised on an effective yield basis. The effective
interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future
cash payments through the expected life of the financial
liability, or, where appropriate, a shorter period.

1.8 Inventories

Inventories comprise of current assets held for
consumption or distribution during the ordinary course
of business. Inventories are initially recognised at cost.

1.9 Revenue from Exchange Transactions

Revenue from exchange transactionsis recognised when
it is probable that future economic benefits or service
potential will flow to the entity and these benefits
can be measured reliably. Revenue is measured at the
fair value of the consideration received or receivable.
Interest income is accrued on a time proportionate
basis, taking into account the principal outstanding and
effective interest rate over the period to maturity.

1.10 Revenue from Non- Exchange Transactions

Non-exchange revenue transactions result in resources
being received by the entity, usually in accordance
with a binding arrangement. When the entity receives
resources as a result of a non-exchange transaction, it
recognises an asset and revenue in the period that the
arrangement becomes binding and when it is probable
that the entity will receive economic benefits or service
potential and it can make a reliable measure of the
resources transferred. Where the resources transferred
to the entity are subject to the fulfilment of specific
conditions, it recognises an asset and a corresponding
liability. As and when the conditions are fulfilled, the
liability is reduced and revenue is recognised. The asset
and the corresponding revenue are measured on the
basis of the fair value of the asset on initial recognition.
Non-exchange revenue transactions include the receipt

ACCOUNTING POLICIES

Financial liabilities are initially measured at fair value,

of levy income from the Department of Higher Education
and Training (DHET) and contributions received from
government departments for which LGSETA qualifies
as the line function SETA.

The accounting policy for the recognition and
measurement of skills development levy income is
based on the Skills Development Act (SDA), Act No 97
of 1998, as amended in the Skills Development Levies
Act (SDLA) Act No 9 of 1999, as amended. In terms of
section 3(1) and 3(4) of the SDLA, 1999 as amended,
registered member companies of the entity pay a skills
development levy of 1% of the total payroll cost to the
South African Revenue Services (SARS), who collect
the levies on behalf of the DHET. Companies with an
annual payroll cost less than R500 000 are exempted
in accordance with section 4(b) of the SDLA (1999) as
amended, effective 1 August 200s5.

1.11 Interest and penalties
Interest and penalties received on the SDL are
recognised on the accrual basis.

112 Investment income

Interest income is accrued on a time proportion basis,
taking into account the principal outstanding and the
effective interest rate over the period to maturity.

113 Other income

Other income is recognised when it is probable that
future economic benefit will flow to the LGSETA and
these benefits can be measured reliably. This will
extend to revenue from the sale of tender documents,
disposal of assets, proceeds from insurance, and any
other sundry income which does not form part of the
core activities of the LGSETA. Such income is allocated
to discretionary grants.

1.14 Grants and project expenditure

A registered company may recover a maximum of 70%
of its total levy payment by complying with the grant
criteria in accordance with the Skills Development
Regulations issued in terms of the Skills Development
Levies Act 1999 (Act No 9 of 1999).
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115 Mandatory grants

Themandatorygrant payableandtherelated expenditure
are recognised when the employer has submitted an
application for a grant in the prescribed format within
the legislated cut-off period and the application has
been approved as the payment then becomes probable.
The grant is equivalent to 20% of the total levies paid by
the employer during the corresponding financial period
for the skills planning and annual training report grants.

1.16 Discretionary grants

The entity may out of the surplus Mandatory,
Administrative or Discretionary levies and in accordance
with criteria as defined in the Seta Grant Regulations
allocate funds to employers and other associations
or organisations. The criteria for allocating funds
are approved by the Accounting Authority. Where
necessary it can be required of interested employers,
associations or organisations to complete and submit
a funding application for consideration and approval
by the entity. The entity allocates Discretionary grants
to employers who have submitted an application for
a Discretionary Grant in the prescribed form within
the agreed upon cut-off period. Discretionary Grant
expenditure is recognised as expenses in the period in
which it incurred, in which the conditions are met.

Project expenditure comprises:

1)  costs that relate directly to the specific project;

2) costs that are attributable to project activity in
general and can be allocated to the project;

3) and such other costs as are specifically chargeable
to the entity under the terms of the contract.

1.17 Irregular and fruitless and wasteful expenditure
Irregular expenditure means expenditure incurred in
contraventionof,ornotinaccordancewith,arequirement
of any applicable legislation.

Fruitless and wasteful expenditure means expenditure

that was made in vain and would have been avoided had
reasonable care been exercised.

oSl L GSETA

ACCOUNTING POLICIES

1.18 Reserves

Reserves are sub-classified in the statement of changes
in net assets between the following:

- Administration reserve

- Employer grant reserve

Discretionary reserve
Unappropriated surplus

This sub-classification is made based on the restrictions
placed on the distribution of monies received in
accordance with the Regulations issued in terms of the
Skills Development Act, 1998 (Act No. 97 of 1998).

Interest and penalties received from SARS as well
as interest received on investments are utilised for
discretionary grants and projects. Other income
received are utilised in accordance with the original

source of the income.

Surplus funds in the administration and unallocated
funds in the employer grant reserves are moved to
the discretionary fund reserve. Provision is made in
the administration reserve equal to the book value of
depreciable assets. Provision is made in the employer
grant reserve for newly registered member companies,
participating after the legislative cut-off date.

1.19 Related Parties

Transactions are disclosed as other related party
transactions where the SETA has in the normal course
of its operations, entered into certain transactions with
entities either related to the Department of Higher
Education and Training or which had a nominated
representative serving on the SETA Accounting
Authority.

Transactions are disclosed as other related party
transactions where Inter-SETA transactions arise due
to the movement of employers from one SETA to
another.
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1.20 Commitments

No provision is made for projects approved at year-
end, unless the service in terms of the contract has
been delivered or the contract is of an onerous nature.
Where a project has been approved and contracted,
but has not been accrued for or provided for, it is
disclosed as commitments in the notes to the financial
statements.

1.21 Taxation

No provision has been made for taxation, as the entity
is exempt from income tax in terms of Section 10 of the
Income Tax Act, 1962 (Act 58 of 1962).

1.22 Critical accounting judgements and key sources
of estimation uncertainty

In the application of the accounting policies, which are
described in note 1, the directors are required to make
judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates
and associated assumptions are based on historical
experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

ACCOUNTING POLICIES

1.23 Critical judgements in applying accounting
policies

Residual value and useful life

The entity depreciate their assets over their estimated
useful lives taking into account residual values, which
are re-assessed on an annual basis. The actual lives and
residual values of these assets can vary depending on
a variety of factors. Technological innovation, product
life cycles and maintenance programmes all impact the
useful lives and residual values of the assets. Residual
value assessments consider issues such as future
market conditions, the remaining life of the asset and
projected disposal values.

Contingent liabilities

Management applies its judgement to the fact patterns
and advice it receives from its attorney, advocates and
other advisors in assessing if an obligation is probable,
more likely than not, or remote. This judgement
application is used to determine if the obligation is
recognised as a liability or disclosed as a contingent
liability.
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NEW STANDARDS AND INTERPRETATIONS

2.1 Standards issued, but not yet effective

The entity has not applied the following standards, which have been published and are mandatory for the entity’s
accounting periods beginning on or after o1 April 2015 or later periods:

Standard/ Effective Date: Years
Interpretation beginning on or after Expected Impact
GRAP 18: Segment o1 April 2015 This standard describes the disclosure to present more specific
Reporting and detailed information about major activities undertaken by an

entity during a particular period, along with the resources allocated
to those activities. LGSETA already reports on revenue and
expenditure per segment. Although the format of the reporting
could change, we do not foresee major disclosure changes.

GRAP 20: Related Not yet determined This standard prescribes the disclosure of information relevant to
Parties draw attention to the possibility that the entity’s financial position
and surplus / deficit may have been affected by the existence

of related parties. It is not expected that this standard will
significantly impact future disclosures.

GRAP108: Statutory | Not yet determined This standard prescribes the accounting requirements for the
Receivables recognition, measurement, presentation and disclosure of
statutory receivables. It is not expected that this standard will
significantly impact future disclosures.

The entity has not applied the following standards, which have been published and are mandatory for the entity’s
accounting periods beginning on or after o1 April 2015 or later periods:

Effective Date: Years

Standard/Interpretation beginning on or after Expected Impact

GRAP 105: Transfers of functions between 01 April 2015 No significant impact on future disclosures
entities under common control

GRAP 106: Transfers of functions between 01 April 2015 No significant impact on future disclosures
entities not under common control

GRAP 107: Mergers 01 April 2015 No significant impact on future disclosures

GRAP 32: Service Concession Arrangements: | Not yet determined No significant impact on future disclosures
Grantor
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

2. Allocation of Net Surplus to Reserves

Discretionary Reserve
Total per
Statement
of Financial Administra-
Performance tion Reserve

Employer
Grant
Reserve

Total Discre-
tionary

Discretion- Project
ary Reserve Expenditure

March 2015

Total Revenue
Skills development
levy: Income

- Admin levy income
(10.5%)

- Grant levy Income
(20%) Mandatory

- Grant levy

Income (49.5%%)
Discretionary

Skills development

levy: penalties
Skills development
levy: interest
Investment income
Other income

Total Expenses
Administration

expenses
Surrender of

Uncommitted funds
to NSF

Employer grants and
project expenses

513336764 61849 041 119141783 332345939 332345939 -
61849 041 61849 041 - - - -
119 141783 - 119 141 783 - - -

290 409 530 - - 290409530 290 409 530 -
5342 427 S S 5342 427 5342 427 -
5186 930 - - 5186 930 5186 930 -

31106 088 - - 31106 088 31106 088 -

300965 - - 300965 300 965 -
622530345 78754075 107390416 436 385854

78754075 78 754 075 = o = =

267 546 ooo 267 546 000 267 546 000 -

276 230 270 - 107390416 168839854 162741992 6 097 862

(109193 581) (16905034) 11751368 (104 039 915)
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Annual FlnanC|aI Statements

for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

2. Allocation of Net Surplus to Reserves (continued)

Discretionary Reserve

Restated
March 2014
Total Revenue
Skills development

Total per
Statement
of Financial
Performance

Administra-
tion Reserve

Employer
Grant
Reserve

Total
Discretionary

Discretion-

Project

ary Reserve Expenditure

levy: Income 447 263199 50243544 128525195 268 494 459

- Admin levy income

(10.5%) 50243544 50243544 - - - -

- Grant levy Income

(20%) Mandatory 128 525195 - 128 525195 - - -

- Grant levy

Income (49.5%%)

Discretionary 238 698 353 - - 238698353 238698 353 -

Skills development

levy: penalties 4390 832 - - 4 390 832 4390 832 -

Skills development

levy: interest 3157 771 - - 3157771 3157771 -

Investment income 22186 249 - - 22186249 22186249 -

Other income 61254 - - 61254 61254 -

Total Expenses 322922673 71976850 96365465 154 580 358

Administration

expenses 71976 850 71976 850

Employer grants and

project expenses 250 945 823 96 365465 154580358 154 445 956 134 402
124 340526 (21733306) 32159730 113 914 101




LOCAL GOVERNMENT SETA

Annual Financial Statements

for the year ende

d 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

3. Property, Plant and Equipment

Cost

Balance at 1 April 2014
Additions

Disposals

Write-offs

Balance at 31 March 2015

Accumulated depreciation
Balance at 1 April 2014
Depreciation for the year
Disposals

Impairment Loss
Write-offs

Balance at 31 March 2015

Carrying value at 31 March 2015

Carrying value at 31 March 2014

Office
Computer Furniture and Office
Equipment Fittings Equipment
R R R
3181752 2511 203 1319 424 7 012 380
620 480 2326 237 238 527 3185244
(383 580) (97 045) (47 531) (528 156)
3418 652 4740 395 1510 420 9 669 467
(2024 108) (1484 619) (690 213) (4198 940)
(599 075) (494 945) (248 401) (1342 420)
(4 494) (240 910) (17 825) (263 229)
293 608 72 833 32 819 399 260
(2334 068) (2147 641) (923 620) (5 405 329)
1084 584 2592754 586 800 4264138
1157 644 1026 584 629 211 2 813 440

At each reporting date, the LGSETA reviews the carrying amounts of all property, plant and equipment to determine

whether there is any indication that those assets have suffered an impairment loss. If the fair value less costs to sell

of an asset is estimated to be less that its carrying amount, the carrying amount of the asset is reduced to its fair

value less costs to sell and an impairment loss is recognised in profit and loss.

At year end, LGSETA reviewed the carrying amounts of all property, plant and equipment and the impairment of all
classes of property, plant and equipment was considered and recognised in profit and loss.
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LOCAL GOVERNMENT SETA

Annual Financial Statements

for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

3. Property, Plant and Equipment (continued)

Cost

Balance at 1 April 2013
Additions

Disposals

Balance at 31 March 2014

Accumulated depreciation
Balance at 1 April 2013
Depreciation for the year
Disposals

Balance at 31 March 2014

Carrying value at 31 March 2014
Carrying value at 31 March 2013

3.1 Intangible Assets

Cost

Balance at 1 April
Additions
Disposals
Write-offs

Balance at 31 March
Accumulated depreciation
Balance at 1 April
Depreciation for the year
Disposals

Write-offs

Balance at 31 March

Carrying value at 31 March

olyZl | GSETA

Office
Computer Furniture and Office
Equipment Fittings Equipment
R R R
2478 477 2370159 1228 423 6 077 060
795 000 172 000 243 000 1210 000
(91725) (30 956) (151999) (274 680)
3181752 2511203 1319 424 7 012 380
(1450 824) (1161 085) (621582) (3233491)
(649 832) (343332) (201 697) (1194 862)
76 548 19 798 133 066 229 412
(2024 108) (1484 619) (690 213) (4198 940)
1157 644 1026 584 629 211 2 813 440
1027 654 1209 074 606 841 2843569

Computer Software

Restated
March 2015 March 2014

R R

1856 001 1997 941

= (141 940)

1856 001 1856 001

(1435 879) (1271533)

(214 613) (276 458)

= 112 112

(1650 492) (1435 879)

205 509 420122




LOCAL GOVERNMENT SETA

Annual Financial Statements

for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

4. Prepayment and advances

Restated
March 2015 March 2014
R R
Prepaid Expenses 436 786 13 713
436 786 13713

Amounts paid in advance relate to Insurance, Office rental, Software License Renewals.

5. Trade and other receivables - non exchange transactions

Inter-Seta Receivable 1938 597 -
Mandatory Grant Receivables 5597 309 -
7 535 906 -

Inter-SETA transactions and balances arise due to the movement of employers from one SETA to another and
mandatory grants due from the SETA to which the LGSETA contributes its levies and submits its WSP and ATR.
During the year, the Inter-SETA transactions with other SETAs, included a transaction with the Public Service Sector
Education & Training Authority (PSETA) and Culture Art Tourism Hospitality and Sports Sector Education and
Training Authority (CATHSSETA).

6. Trade and other receivables-exchange transactions

Deposits - Lease Agreement 492134 -
Interest Receivable 2733 041 2329444
Sundry Debtors 38 437 -
Other Receivables 35953 -

3299 565 2329444

7. Inventories

Inventory 164 352 317 616
164 352 317 616

Inventory relates to stationery used in the entity.
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LOCAL GOVERNMENT SETA

Annual Financial Statements

for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

8. Cash and cash equivalents

Cash and cash equivalents comprise:

Cash in Current accounts 148 161 232 337530953
Cash Equivalents 324 367 610 306 073 050
Cash on hand 8677 8314

472 537 519 643 612 316
As required in Treasury Regulation 31.2, National Treasury approved the banks where the bank accounts are held.
Cash includes cash on hand and cash with banks. Cash equivalents are short term, highly liquid investments that are
held with registered banking institutions with maturities of 3 to 12 months and that are subject to an insignificant

risk of change in value.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held at call
with banks, and investments in money market instruments.

9. Skills Development Grants Payables

Mandatory Grants 10 375 555 31041614
Discretionary Grants 18 035 320 313 500
28 410 875 31355114

10. Trade and other payables-non exchange transactions

SARS Payables 440 986 99 798
Discretionary Creditors 6 719 972 3803 781
FET Infrastructure Refurbishment - 80 867 283
Discretionary Accruals 18 807 050 -
Provisions 17 500 000 -

43 468 008 84 770 862

LGSETA has acknowledged the liability of R17 500 000 in the court papers arising from the dispute between Joint
Venture Partners (Wits Business School and Hlaniki Investment Holdings CC). The SETA entered into an agreement
with the Joint Venture for the training of Municipality Officers. The services were duly rendered and accepted by
LGSETA but the signing of the Memorandum of Agreement (MOA) between Joint Venture partners is still in dispute.
LGSETA will honour the obligation upon signing of the MOA by Joint Venture partners, essentially once the matter
is resolved.

OJegyisl LGSETA
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Annual Financial Statements

for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

11. Trade and other payables-exchange transactions

Restated
March 2015 March 2014
R R
Trade Payables 6 541869 8 623 253
Accruals 727 687 6 409 795
Operating Lease Payable 279 287 238 000

7548 843 15 271048

The carrying amount of trade and other payables approximate their fair value due to the relatively short-term
maturity of these financial liabilities.

12. Non-Exchange Revenue

Levy Income - Administration 58 924 724 48 012 918
Levy Income - Mandatory Grants 119 141 783 128 525 195
Levy Income - Discretionary Grants 290 409 530 238 698 353
Levy Income - QCTO 2924169 2224 822
Levy Income - Interest and Penalties 10 529 356 7 548 603
Levy Income received in advance 148 5804

481929 711 425 015 696

13. Exchange Revenue

Interest Received - Current accounts 11974577 7 023519
Interest on Investments 19131 511 15162 731
Miscellaneous Income 263 081 52 000
Other Income 37884 9254

31407 053 22247 503

LGSETA generates its investment income from approved banks in line with Treasury Regulation 31.2, National
Treasury (ABSA and Rand Merchant Bank).
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for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

14. Employer Grant and Project Expenses

Restated
March 2015 March 2014
R R
Mandatory grants 107 390 416 96 365 465
Disbursed 128 056 474 31706 018
Movement in provisions and accruals (20 666 058) 64 659 446
Discretionary grants 162 741 992 154 445 956
Disbursed 145 020 172 154 759 456
Movement in provisions and accruals 17 721 820 (313 500)
Project expenditure 6 097 862 134 402
Disbursed 6 097 862 134 402
Movement in provisions and accruals -

276 230 270 250 945 823

14.1 Surrender of Uncommitted funds to National Skills Fund

Surrender of uncommitted funds 267 546 000 -
267 546 000 -

An amount of R267 546 000 relates to prior year 2013/14 surplus funds that have been surrendered and paid back
to the National Skills Fund.
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Annual Financial Statements

for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

15. Administration Expenses

Note(s)

The following items have been recognised as expenses
(income) in determining profit from operations:
Depreciation on Property, Plant and Equipment 1342 420 1194 862
Amortisation of Software 214 613 276 458
Loss on Disposal of Property, Plant and Equipment 128 896 -
Impairment Loss 263 229 -
Operating Lease Rentals - Buildings 4 745 097 3417182
Maintenance, Repairs and Running Costs 284186 869 643
Advertising, Marketing and Promotions, Communications 4 530 435 6 015 343
Conference and Workshops 2303974 3631284
Consultancy and Service Provider Fees 15 910 952 8 569 348
Legal Fees 3814 948 3264 693
Cost of Employment 15.1 25 849 793 25737 223
Travel and Subsistence 5416 652 6 613 541
Staff Training and Development 45 030 -
Remuneration of Audit Committee Members 404 600 99 260
QCTO Expenses 1172 939 709 460
External Auditor's Remuneration - Audit Fees 4 255 751 4 005 007
Penalties and Interest - SARS 17 739 585 696
Internal Audit Fees 1024 502 563147
Office Relocation & Establishment 1585 418 800
Printing and Stationery 1799 465 982108
Telephone, Fax & Internet 1194 710 1016 072
General Operational Expenses 2 448 725 4 425 724

78 754 075 71976 850
15.1 Cost of Employment
Earnings
Basic Salaries 22 142 869 21019 244
Staff Structured Bonus 224 772 891318
Employee Settlement 414 579 -
Company Contributions
Skill Development Levy 234 888 240 324
Staff Leave Q00 220 1051806
Medical Aid 409 690 559 801
Provident Fund 1420 281 1864 624
UIF 102 494 110 105

25 849 793 25737 223
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Annual Financial Statements

for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

15. Administration Expenses (continued)

Remuneration to Members of The Accounting Authority and Executive Management

Mr N Ngandela Administrator 12 1473 530
Ms K Mokwena HR Manager 12 798 386
Ms N Mfundisi Corporate Services Executive 9 December 2014 450 953
Mrs N Lesela Executive PMU Manager 12 March 2015 1063 054
Mr O Shelembe Chief Financial Officer 9 December 2014 1132139
Mr L Dyasi Corporate Services Executive 3 204 582
Mr D Baatjies Chief Operations Officer 2 151 542

5274 186

Remuneration refers to Total Cost to Company and excludes bonuses.

16. Net cash flows from operating activities

(Deficit)/Surplus from operations (109193 581) 124 340 526

Adjusted for
- Depreciation 1557 033 1471319
- Impairment of Assets 263 229
- Loss/(Profit) on disposal of property, plant and equipment 128 896 (9 254)
(107 244 423) 125 802 591
(Increase)/Decrease in trade and other receivables (8 675 834) 2 075671
(Decrease)/Increase in trade and other payables (51969 297) 4 664 862
(167889554) 132543123

17. Prior Error Restatements

17.1 Correction of an error - Property, Plant and Equipment

In the 2014 financial year, the Office Furniture & Fittings and Office Equipment depreciation for the month of March
2014 was processed to the Fixed Asset Register, however, LGSETA omitted to process the depreciation to the
General Ledger in the correct financial year. The depreciation for March 2014 was processed to the General Ledger
during the new 2015 financial year. The omission resulted in the 2013/2014 assets and administration expenses
being overstated by the amounts below. To comply with GRAP 17, LGSETA has corrected this error in the current
financial statements through the administration reserves account. The effect of error on the current and prior period

are disclosed on the following page:



LOCAL GOVERNMENT SETA

Annual Financial Statements

for the year ended 31 March 2015

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Statement of Financial Position

Property, Plant and Equipment (42 349)
Accumulated Depreciation - Furniture, fixtures & fittings (24 548)
Accumulated Depreciation - Office Equipment (17 801)
Opening Reserves 42 349
Administration reserves 24548
Administration reserves 17 801

17.2 Correction of an error - Inventories

In the 2014 financial year, LGSETA recognised items in the Inventory that is not considered to be Inventory as per the
GRAP 12 definition. This recognition resulted in the 2013/2014 Inventory to be overstated by the amount below. To
comply with GRAP 12, LGSETA has corrected this error in the current financial statements through the administration
reserves account. The effect of error on the current and prior period are disclosed below:

Statement of Financial Position

Inventories (1o01m)
Inventory (10111)
Opening Reserves 10 111
Administration reserves 10 111

17.3 Correction of error - Liabilities and Administration Expenses

In the 2014 financial year, LGSETA omitted to raise the liability relating to Discretionary Grants in the financial
statements. The omission resulted in a prior period error as the liabilities and administration expenses were
understated. To comply with the Framework for the Preparation and Presentation of Financial Statements, LGSETA
corrected the error retrospectively by adjusting the opening reserves. The effect of error on the current and prior
period are disclosed below:

Statement of Financial Position

Trade and other payables from non-exchange transactions 85708
SARS Payable 85 708
Skills Development Grants payable (331500)
Discretionary Grants (331500)
Trade and other payables from exchange transaction 68 773
Accounts Payable 68 773
Opening Reserves 177 020
Administration Reserves 177 020
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

17. Prior Error Restatements (continued)

17.4 Correction of error - Skills Development Grant Payable

In the 2014 financial year, LGSETA erroneously allocated the payment of an invoice to the incorrect liability account.
This error resulted in the Skills Development Grant Payable to be understated and the Trade and other payables
from exchange transactions to be overstated. To comply with the Framework for the Preparation and Presentation
of Financial Statements, LGSETA corrected the error by reallocating the payment to the correct account. The effect
of error on the current and prior period are disclosed below:

Statement of Financial Position

Trade and other payables from exchange transaction (18 000)
Accruals (18 000)
Skills Development Grants payable 18 000
Discretionary Grants 18 000

17.5 Correction of error - Cash and Cash Equivalents

In the 2014 financial year, LGSETA voided journals in the Bank General Ledger incorrectly. This error resulted in the
Bank General Ledger not agreeing to the Cashbook. Therefore, this caused the bank General Ledger to be overstated
and the Trade and other payables from exchange transactions to be understated. To comply with the Framework for
the Preparation and Presentation of Financial Statements, LGSETA corrected the error by correcting these voiding
journals. The effect of error on the current and prior period are disclosed below:

Statement of Financial Position

Cash and Cash Equivalents (56 648)
Seta Ops Bank account (56 648)
Trade and Other Payables from Exchange transactions (26 202)
Salary Creditors (769 531)
PAYE Control 734 399
Trade Creditors 8 930
Opening Reserves 82850
Administration reserves 82 850
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Annual Financial Statements
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

17.6 Correction of error - Mandatory Grant Accrual

In the 2014 financial year, LGSETA omitted to raise an accrual for outstanding mandatory grant payments. The
omission resulted in a prior period error as the employer grant and project expenses and grant creditor control
were understated by the amounts below. To comply with the Framework for the Preparation and Presentation
of Financial Statements, LGSETA corrected the error retrospectively by adjusting the grant creditor control and
opening administration reserves. The effect of error on the current and prior period are disclosed below:

Statement of Financial Position

Skill Development Grant Payable (9 445 041)
Creditors Control - Grants (9 445 0471)
Employer Grant Reserve 9 445 041
Mandatory Grant Disbursements 9 445 041

17.7 Correction of error - Trade and other Payables from Non-Exchange

In the 2014 financial year, LGSETA omitted to reverse creditors outstanding from the prior year that were no longer
valid creditors. The omission resulted in a prior period error as the employer grant and project expenses and the
Project and Employer Grant Creditors were overstated by the amounts below. To comply with the Framework for
the Preparation and Presentation of Financial Statements, LGSETA corrected the error retrospectively by adjusting
the Trade and Other Payables from Non-Exchange transactions and opening administration reserves. The effect of
error on the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables from Non-Exchange Transactions 8 708 052
Project Creditors 8 706 896
Employer Grant Creditors 1156
Opening Administration Reserves (8 708 052)
Administration Reserves (8 708 052)
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

17. Prior Error Restatements (continued)

17.8 Correction of error - Accrual Reversal

In the 2014 financial year, LGSETA omitted to reverse the year end accruals raised in the prior financial year. The
omission resulted in the year end accruals and administration expenses to be overstated by the amounts below. To
comply with the Framework for the Preparation and Presentation of Financial Statements, LGSETA corrected the
error retrospectively by adjusting the year end accruals and opening administration reserve. The effect of error on
the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables from Exchange Transactions 629 349
Year End Accruals 519 378
Operating Lease Payable 109 970
Year End Accruals (115 791)
Salary Creditors 115 791
Opening Administration Reserves (629 349)
Administration Reserves (629 349)

17.9 Correction of error - Trade Creditors

In the 2014 financial year, LGSETA omitted to reverse Trade Creditors that were long outstanding that were no
longer valid creditors and reclassify Trade Creditors as Salary Creditors, Year End Accruals and Employer Creditors.
The omission resulted in a prior period error as the administration expenses and the Trade Creditors were overstated
and Salary Creditors, Year End Accruals and Employer Creditors were understated by the amounts below. To comply
with the Framework for the Preparation and Presentation of Financial Statements, LGSETA corrected the error
retrospectively by adjusting the Trade and Other Payables from Exchange transactions and opening administration
reserves. The effect of error on the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables 33441
Trade Creditors 151 415
Salary Creditors (115 791)
Employer Grant Creditors (1156)
Year End Accruals (1027)
Opening Administration Reserves (33441)
Administration Reserves (33 441)
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17.10 Correction of error - Salary Control Accounts

In the 2014 financial year, LGSETA omitted to properly account for the outstanding liability in Salary Control accounts. The
omission resulted in a prior period error as the administration expenses and the Salary Control accounts were overstated
by the amounts below. To comply with the Framework for the Preparation and Presentation of Financial Statements,
LGSETA corrected the error retrospectively by adjusting the Trade and other Payables from Exchange Transactions and
opening administration reserves. The effect of error on the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables 373128
Salary and Wages Control 141392
Salary Creditors 11 290
Medical Aid Control - Fed health 3850
Medical Aid Control - Bonitas 21858
Medical Aid Control - Munimed (10 273)
Medical Aid Control - Discovery (19 896)
UIF Control (12 599)
Provident Fund Control 228 057
Creditors - Staff Structured Bonuses 2323
Garnishee Control 2199
Suspense 4927
Opening Administration Reserves (373128)
Administration Reserves (373128)

17.11 Correction of error - Prior year Administration Expenses processed in 2014/15 financial year

In the 2014 financial year, LGSETA erroneously processed administration expenses in the current 2015 financial
year. This resulted in a prior period error as the administration expenses and trade creditors were understated. To
comply with the Framework for the Preparation and Presentation of Financial Statements, LGSETA corrected the
error retrospectively by adjusting the Trade Creditors and opening administration reserves. The effect of error on
the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables from Exchange Transactions (1838 057)
Trade Creditors (1838 057)
Opening Administration Reserves 1838 057
Administration Reserves 1838 057
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

17. Prior Error Restatements (continued)

17.12 Correction of error - Prior year accrual reversal

In the 2014 financial year, LGSETA raised an accrual for year end administration expenses, however, LGSETA omitted
to properly account for in the current 2015 financial year. This resulted in the prior period error as the administration
expenses and year end accruals were overstated. To comply with the Framework for the Preparation and Presentation
of Financial Statements, LGSETA corrected the error retrospectively by adjusting the year end accruals and opening
administration reserves. The effect of error on the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables from Exchange Transactions 221527
Year End Accruals 221527
Opening Administration Reserves (221527)
Administration Reserves (221 527)

17.13 Correction of error - Cashbook Accruals

In the 2014 financial year, LGSETA erroneously reduced the cashbook accruals. This resulted in a prior period error
as the cashbook accruals and administration expenses were understated. To comply with the Framework for the
Preparation and Presentation of Financial Statements, LGSETA corrected the error retrospectively by adjusting the
cashbook accruals and opening administration expenses. The effect of error on the current and prior period are
disclosed below:

Statement of Financial Position

Cash and Cash Equivalents 1681
Cashbook Accruals 1681
Opening Administration Reserves (1681)
Administration Reserves (1681)
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17.4 Correction of error - Operating Lease Payable

In the 2014 financial year, LGSETA omitted to reverse the operating lease payable from prior year. This resulted
in a prior period error as the administration expenses and operating lease payable to be overstated. To comply
with the Framework for the Preparation and Presentation of Financial Statements, LGSETA corrected the error
retrospectively by adjusting the operating lease payable and opening administration expenses. The effect of error on
the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables from Exchange Transactions 224 943
Operating Lease Payable 224943
Opening Administration Reserves (224 943)
Administration Reserves (224 943)

17.15 Correction of error - Office Rental

In the 2014 financial year, LGSETA erroneously processed Office rental for the current 2015 financial year in the prior
2014 financial year. This resulted in a prior period error as the Office rental and Trade Creditors to be overstated. To
comply with the Framework for the Preparation and Presentation of Financial Statements, LGSETA corrected the
error retrospectively by adjusting the Trade Creditors and opening administration expenses. The effect of error on
the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables from Exchange Transactions 348 735
Trade Creditors 348 735
Opening Administration Reserves (348 735)
Administration Reserves (348 735)
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17. Prior Error Restatements (continued)

17.16 Correction of error - Discretionary Grant Creditor

Restated

March 2015 March 2014
R R

In the 2014 financial year, LGSETA omitted to raise a liability for outstanding discretionary grant payment. The
omission resulted in a prior period error as the employer grant and project expenses and grant creditor were
understated by the amounts below. To comply with the Framework for the Preparation and Presentation of Financial
Statements, LGSETA corrected the error retrospectively by adjusting the grant creditor and opening administration
reserves. The effect of error on the current and prior period are disclosed below:

Statement of Financial Position

Trade and Other Payables from Non-Exchange Transactions (2 293 500)
Project Creditors (2293 500)
Discretionary Grant Reserve 2293 500
Discretionary Grant Disbursements 2293 500

18. Lease commitments

The SETA has entered into several operating leases for premises, with a maximum of 5 year operating lease in
respect of its business premises. The SETA does not have an option to purchase the leased asset at the expiry of the
lease period. Non-cancellable operating lease commitments:

Not longer than 1 year 4 801873 1923034
Between 2 and 5 years 1781066 4964 092
6 582 940 6 887126
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19. Commitments

Project
2014/15 Closing Balance New Contracts Expenses Closing Balance
Intervention March 2014 2014/15 2014/15 March 2015
R R R R

AET 15 000 000 9 010 000 3271500 20 738 500
Apprenticeship 39 657 000 109 767 000 11 337 900 138 086 100
Bursaries 1032 691 5 448 017 6 335 707 145 000
Education and Training Quality Assurance - 2 075 709 191 700 1884 009
Internships 612 554 20 876 890 2201549 19 287 895
Learnerships 107 733138 257 008 519 116 648 326 248 093 331
Sector Skills Planning 10 573 895 5244 614 6 490 848 9 327 661
WIL 13 265 100 26 039 000 10 048 860 29 255 240
TVET Infrastructure - - - -
Policy and Research - 11 448 796 3822929 7 625 867
Grand Total 187 874 377 446 918 545 160 349 319 474 443 602

The balance of the commitments as at 31 March 2015 is R474 443 602. The balance of the commitments will be funded
from the Discretionary Grant Reserves, which at 31 March 2015 have a balance of R404 546 401. As per Discretionary
Grant regulations, more than 95% of the Discretionary Grant Reserve has been contracted as at 31 March 2015. Levy
income received in the 2015/16 financial year will be used for the additional commitment amount in excess of the

discretionary grant reserve.

Restated Restated Restated Restated
Project
2013/14 : Closing Balance New Contracts Expenses Closing Balance
Intervention
March 2013 2013/14 2013/14 March 2014
R R R R

AET - 15 000 000 - 15 000 000
Apprenticeship 1155 000 38 502 000 - 39 657 000
Bursaries - 51116 658 50 083967 1032 691
Education and Training Quality Assurance - - - -
Internships - 1288 000 675 446 612 554
Learnerships 26 685 800 86 066 418 5019 080 107 733138
Sector Skills Planning 17 163 085 7 000 000 13589190 10 573 895
WIL - 16 227 000 2 961900 13 265 100
TVET Infrastructure - 80 867 283 80 867 283 -
Policy and Research - - - -
Grand Total 45 003 885 296 067 359 153 196 867 187 874 377

In the 2013/2014 audited financial year, LGSETA received a qualification in relation to the Commitment Schedule.
The basis for this qualification was due to a lack of sufficient and appropriate audit evidence to satisfy the auditors
as to the correctness of the closing balances. As a result of this qualification, LGSETA subsequently re-performed
an analysis of the population of the commitment register and made the necessary adjustments to the schedule. As a
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19. Commitments (continued)

19.1 Split between Pivotal and Non Pivotal Projects

The Discretionary Grant regulations require that at least 80% of the Discretionary budget be allocated to Pivotal
Projects. Due to the expenditure in the current year including expenses for projects that commenced before this
regulation became effective, management has based their calculation of the split between Pivotal/Non- Pivotal
Projects on the allocation of projects in the 2014/2015 financial year. In 2014/2015, LGSETA had allocated 87% of
projects to pivotal and 13% to non pivotal.

19.2 Contingent Liability - Discretionary Projects

Contingent liabilities represent 565 Contracts amounting to R101 059 860 that, at reporting date, are not recognised
in the Statement of Financial Position because there is significant uncertainty at this date as to the necessity for the
entity to make payments in respect of them. These contracts are either expired or confirmations received from the
contracting parties indicate that the contracts are not valid. They represent the maximum potential exposure of the
guantifiable contingent liabilities of the SETA, at reporting date Managements’ assessment of the likelihood of the
contingent liabilities materialising is being assessed as unlikely.

20. Related parties

20.1 Transactions with other SETAs

Inter-SETA transactions and balances arise due to the movement of employers from one SETA to another and
mandatory grants due from the SETA to which the LGSETA contributes its levies and submits its WSP and ATR. No
other transactions occurred during the year with other SETAs. The balances at year-end included in receivables and
payables are:

March 2015 March 2014
Amount Transfers in/ Amount Transfers in/
receivable / (out) during receivable / (out) during

((EVELIG)) the year (payable) the year
Receivables
PSETA 1852294 - - -
CATHSSETA 86 303 - - -

Transactions Nature of Transactions March 2015 March 2014

ETDPSETA Discretionary Grants 171575 172 000
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20.2 Transactions with other related parties

During the year members of the accounting authority and employees were required to disclose their interest in any
contracts that the LGSETA is entering into with an outside party. As a result the LGSETA entered into the following
transactions with organisations represented by the following Accounting Authority members:

Organisation Nature of Transactions March 2015 March 2014
COGTA Discretionary Grants 505 200 -
CSIR Discretionary Grants 305 520
DHET Administration 978 015 263 000
IMATU Discretionary Grants - -
NEHAWU Operations 29127
PIC Operations 2 879 305
SALGA Discretionary Grants 4 166 667 -
SAMWU Discretionary & Mandatory Grants 1375999 -
SAQA Operations 5000

21. Events after reporting date

None.

22. Contingent Liabilities
As at the end of the financial year the LGSETA had the following contingent liabilities:

Name Description of the Matter Amount
Technokits (PTY) LTD The LGSETA received summons from Technokits relating to 143 640

an unpaid invoice for services rendered. LGSETA attorneys are
contesting the claim on basis that Technokits failed to comply with
its mandate to conduct the valuation/audit nationally. The matter
has yet to be finalised in court.

PMC Holistic Solution CC  The LGSETA received summons from PMC Holistic Solution CC 79 800
relating to professional services rendered in 2012. LGSETA attorneys
are contesting the claim on the basis that the Terms of Reference
that gave rise to the transactions were not fulfilled. The matter has
yet to be finalised in court.
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23. Irregular Expenditure

Irregular expenditure relating to prior years has been condoned in line with the updated guideline on irregular
expenditure from the National Treasury, the expenditure resulted from project disbursements made from contracts
from which the Auditors could not obtain sufficient audit evidence to vouch for the allocation of Grants. In addition
Discretionary Grants expenditure for 2013/14 has been restated. Irregular expenditure relating to the current year
has also been condoned.

Brought Forward From Prior Year 258 659 107 246 565 692 336 898 441 226 723 500
Irregular Expenditure - Operations 2014/15 3828 516 378 020 2 510 926 4 665 443
Less: Irregular Expenditure - Operations (1432 740) - - -
2014/15 Condoned

Irregular Expenditure - Discretionary Grants 5954 518 11715 394 11715394 105509 498
2014/15

Less : Irregular Expenditure - Discretionary (5 954 518) - - -
Grants 2014/15 Condoned

Less: Irregular Expenditure - Operations (378 020) - - -
2013/14 Condoned

Less : Irregular Expenditure - Discretionary (11715 394) - - -
Grants 2013/14 Condoned

Less: Brought Forward From 2012/13 (105 509 498) - - -
Discretionary Grants Condoned

Less: Brought Forward From 2011/12 (141 056 195) - - -
Discretionary Grants Condoned

TOTAL 2395 776 258 659 107 351124761 336 898 441

24. Fruitless and Wasteful Expenditure

Opening balance 888 ooo0 274 000
Interest and penalties 36 541 552 000
Workman's Compensation Fund Penalty - 18 000
Interest on Late Payment of Operating Lease Rent - 7 000
Conference Venue Bookings Cancellation 24 310 13 000
Leave Payout - 24 000
948 851 888 ooo

i) The LGSETA has incurred interest and penalties on late submission of payment thereof to Telkom, rental and

the late rendition and payment of PAYE returns.
ii) The LGSETA planned an event that was later postponed. However, the service provider charged the SETA a late

notice fee for postponing the event without notifying the service provider timeously.
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25. Financial Instruments

In the course of the LGSETA operations it is exposed to interest rate, credit, liquidity and market risk. The risk
management process relating to each of these risks is discussed under the headings below.

25.1 Interest Rate Risk

The LGSETA manages its interest rate risk by investing funds with financial institutions approved by National
Treasury. Funds are invested in short term cash investments to ensure liquidity of funds and minimise the interest
rate risk. Investments are influenced by the changes in market interest rates.

The LGSETA’s exposure to interest rate risk and the effective interest rates on financial instruments at reporting date
are as follows:

Non-Interest Bearing

Weighted
Average
period for
Floating Effective which until
Rate Fixed Rate interest rate maturity in
31March 2015 Amount Amount % Amount years
Assets
Cash 141139 381 - 3,62% 8 677 - 141148 058
Investments - 324367610 6,06% - 324 367 610
Receivables - - - 2 807 431 1 Year 2 807 431
Total Financial Assets 141139 381 324 367 610 2 816 108 468 323 099
Liabilities
Accounts Payable - - -  (6541869) 1Year (6541869)
Total Financial Liabilities - - (6 541 869) (6 541 869)
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25. Financial Instruments

25.1 Interest Rate Risk

Non-Interest Bearing

Weighted
Average
period for
Floating Effective which until
Rate Fixed Rate interest rate maturity in
31 March 2014 Amount Amount % Amount years
Assets
Cash 330 759 005 - 3,20% 8314 - 330767319
Investments - 306 073050 6,10% - 306 073 050
Receivables - - - 2329 444 1 Year 2329 444
Total Financial Assets 330 759 005 306 073 050 2337759 639169 814
Liabilities
Accounts Payable - - - (8623253) 1Year (8623253)
Total Financial Liabilities - - (8 623 253) (8 623 253)
Credit Risk

Financial assets, which potentially subject the LGSETA to the risk of non performance by counter parties and thereby
subject to credit concentrations of credit risk, consist mainly of cash and cash equivalents, investments and accounts
receivable.

The LGSETA management limits its treasury counter-party exposure by only dealing with well-established financial
institutions approved by National Treasury. The LGSETA's exposure is continuously monitored by the Accounting
Authority of the LGSETA.

Credit risk with respect to levy paying employers is limited due to the nature of the income received. The LGSETA
does not have any material exposure to any individual or counter-party. The LGSETA's concentration of credit risk is
limited to the local government sector in which the LGSETA operates. No events occurred in the local government
sector during the financial year that may have an impact on the accounts receivable that has not been adequately
provided for. Accounts receivable are presented net of allowance for doubtful debt.

of=e¥Vll | GSETA
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Cash and Cash Equivalents

FL VWAL 2013/14

Gross Impairment Gross Impairment
Not past due 472 537 519 - 643 612 316 -
Past due 0-30 days - - - -
Past due 31-120 days - - - -
Past due 1 year - - - -

Liquidity Risk

The LGSETA manages liquidity risk through proper management of working capital, capital expenditure and actual
vs. forecasted cash flows. Adequate reserves and liquid resources are also maintained.

Carrying Contractual 6 months or More than 2
2014/15 amount cash flows less 6-12 months 1-2 years years

Trade and other payables
from exchange transactions 7548 843 7 548 843 7548 843 - - -

Carrying Contractual 6 months or More than 2

2013/14 amount cash flows less 6-12 months 1-2years years
Trade and other payables

from exchange transactions 15271048 15271048 15271048 - - -

Financial Instruments

The LGSETA's financial instruments consist mainly of cash and cash equivalents, account and other receivables, and
account and other payables. No financial instruments were carried at an amount in excess of its fair value and fair
values could be reliably measured for all financial instruments.

Financial assets and financial liabilities are recognised on the entity's Statement of Financial Position when the entity
becomes party to the contractual provisions of the instrument.

Accounts receivables are subsequently measured at amortised cost using the effective interest method, less any
impairment losses.

Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss. The guaranteed capital investments are disclosed at fair value based on the external parties
valuations at reporting date.

Accounts Payable

Trade and other payables are stated at amortised cost, which approximates their fair value due to the short-term
nature thereof.
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Provincial Offices

Gauteng - Northwest

Tel: (011) 456 8579
Fax: (011) 450 4948
Physical Address:
1st Floor

47 Van Buuren Road
Bedfordview

2007

Western Cape

Tel: (021) 686 7081/2
Fax: (021) 686 7083
Physical Address:

2nd Floor Forrest House
Belmont Office Park
Belmont Road
Rondebosch

7701

KwaZulu-Natal

Tel: (031) 337 9085/9178
Fax: (031) 337 9281
Physical Address:

Office 2301, 3rd Floor
Embassy Building

199 Anton Lembede
Durban

4000
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Postal Address:
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P.O Box 7163
East London
5200

Mpumalanga - Limpopo (situated in Pretoria)
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Postal Address:
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Pretoria
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Free State - Northern Cape

Tel: (051) 448 2481

Fax: (051) 448 2218
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9300
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