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VISION

To establish the LGSETA as central to the success of enhanced skills development strategies and the development of the
local government sector into efficient, frontline development agencies, integrating the activities of all spheres of
government for the overall social and economic upliftment of communities through delivery of basic services in particular
water and sanitation, housing, a clean environment and all other basic human rights which the State has an obligation to
realise.

MISSION

To bring about more effective co-ordination of capacity building and skills development initiatives between government
departments, local government, water agencies and stakeholders and to create synergies between different elements of
the development project.

To promote leadership, skills development programmes and other education interventions to enhance the efficiency and

effectiveness of:

* Delivery of basic social services;

* Governance and administrative, financial, planning and project management and to develop an ethos of public service
amongst all municipal and water institution staff in accordance with the principles of Batho Pele;

* Combating of AIDS, Cholera and other health threats affecting our communities;

* To support employment creation and retention, alleviation of poverty, public works programmes, promotion of tourism,
SMMEs and other economic growth sectors through local economic development initiatives;

* To involve all the stakeholders in the sector in the development, implementation and annual evaluation of the Sector
Skills Plan;

* To ensure the effective and efficient administration of the LGSETA.
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CHAIRPERSON’S FOREWORD

The year under review had its success stories and difficult times for the
LGSETA. One of the major highlights was the processes undertaken by the
SETA with its strategic partners, namely DPLG, NHTL and SALGA on training
and development of traditional leadership. This section of governance has in
the past not been fully supported and funded accordingly, on matters of
training and development that is accredited and which would lead to a
recognised qualification.

Following the LGSETA presentation to both the Portfolio Committee and the
Select Committee of Provincial and Local Government early 2006, a special
plea was made by members of these Committees that the LGSETA must
undertake all necessary measures towards the development and training of
traditional leaders. For the LGSETA to achieve this challenge a consultative
process was undertaken with National House of Traditional Leaders and its
Provincial Houses in the form of the workshops whereby the traditional
leaders raised the following training needs:

e Local Economic Development

e Community Development

e Computer Training

* Land use and mineral rights

* Conflict resolutions

Listed above are some of the few training needs extracted from the LGSETA report which detailed the workshops
conducted with both the National House and Provincial Houses and the report in question is readily available from the
LGSETA website. The LGSETA also prides itself for the work done in development of the following learnerships that would
be implemented in the next financial year:

* Municipal Finance NQF level 5 & NQF level 6

* Emergency Service Operations

The abovementioned qualifications could not have been successfully developed if it were not for the assistance and
commitments of the following strategic partners:

* Institute of Municipal Finance Officers (IMFO)

* National Treasury

* German Technical Cooperation (GTZ)

e SAESI

In an attempt to coordinate training and development within the sector, the LGSETA has entered into a Memorandum of
Understanding with its strategic partners, namely DPLG and SALGA to ensure that a cohesive coordinated approach on
training in a bid to eliminate silos approaches by strategic partners

Similar approach with other institutions and foreign donors are pursued to realise the above mentioned initiatives. The
LGSETA colloquium to be held in the first quarter of the financial year (2007) is expected to provide a strategy in assisting
Municipalities and the Government to respond to the sector skills challenges and emerge with a common agenda on areas
of priority including ASGISA, the best practice models, appropriate training and capacity building interventions, based on
various alternative delivery options and models.

In conclusion | would like to thank the Authority, Stakeholders, the CEO, Management and staff for their tireless effort and
hard work to ensure that the LGSETA realises its objectives by enhancing training and development within the local
government sector.

/\ i

e’

Councillor G. Lobelo
Chairperson: LGSETA
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CHIEF EXECUTIVE OFFICER'S REPORT

The period under review for LGSETA has seen a change of strategy in line with the
new NSDS 2005/10 with more emphasis being placed on the development and
implementation of short skills strategies within the sector. The LGSETA has
positioned itself as an important phenomenon on nationally driven projects such as
ASGISA and JIPSA within the sector largely on training and development sphere.

1, HIGHLIGHTS

The LGSETA has seen some of its initiatives turning into success stories that
support the existence of the SETA within the sector in the period under review and
this is evident through some of the programmes and initiatives stated below.

1.1. SECTOR SKILLS PLANNING

In terms of the Skills Development Act, each SETA is obliged to develop a Sector
Skills Plan (SSP) and annual updates for submission to both the Department of
Labour and the Department of Provincial and Local Government. The quality of
the information and the analysis contained within the LGSETA SSP is recognised as
being credible and containing useful insights into the sector. A highlight of the 2006/7 “sector skills planning “year was
the workshop held on 20 February 2007, at the request of the Parliamentary Portfolio Committee for Local Government,
to enable the Portfolio Committee members to engage with the findings of the updated Sector Skills Plan.

Additional highlights of 2006/7 SSP process have been the direct engagement of the sector with the skills planning
processes, and the linkage of sectoral skills planning more closely to the Provincial Growth and Development Strategies
through provincial skills planning workshops. The workshops, held in 2006, lead to greater integration in terms of
implementing skills development and capacity building programmes at both district and provincial level. Through these
workshops held in all provinces, workplace skills planning is beginning to reflect provincial priorities and to link more
closely with the skills required to implement the Integrated Development Plans (IDP) at municipal level.

The 2006/7 SSP process identified skills gaps in the sector in the following areas:
* Infrastructure and service delivery

* Municipal financial viability

* Community based participation and planning

* Management and leadership

e ABET

Accordingly, the LGSETA discretionary grants have been directed largely as per the table below. Areas outside of the focus
areas are only considered for discretionary grant funding if they can be demonstrated to link to a particular IDP objective
within a given municipality. By March 2007, some R42 million discretionary grant funding had been committed by means
of “framework contracts” with district municipalities as per the table below.

Strategic Priority Area: Project Name: Mode of Delivery

Infrastructure and service delivery * infrastructure asset maintenance e RPL
* labour intensive construction (EPWP) e Learnership
* electricity reticulation »  Skills programme
* water services ¢ Internship
* roads e Bursary
e Apprenticeship
Financial viability * property valuation RPL

* audit and procurement
* municipal finance

Learnership
Skills programme

Internship
Bursary
Community based participation and planning | Ward committees e RPL
* Planning e Learnership
e IDPs e Skills programme
e LED ¢ Internship
Management and leadership e Training committees e RPL
* Councillors * Learnership
* Municipal Leadership Development e Skills programme
ABET e structured learning

&4} C o S————
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.11 RESEARCH:

An extensive research was conducted by the LGSETA during the year under review incorporating councillors and
traditional leaders for identifying of training needs and scoping of qualifications, to cater for all interventions including
ward committee training.

1.1.1.1 Councillors:

The LGSETA commissioned research, in conjunction with SALGA, on councillor profiling and skills needs requirements,
with particular reference to the newly elected councillors. This research assists in the scoping of qualifications and skills
programmes for councillors, traditional leaders and ward committees.

1.1.1.2 Traditional Leaders:

During 2006/7 the LGSETA has focused attention on developing the skills and capacity of traditional leaders and traditional
leadership institutions. This focus has been developed at the request of the Parliamentary Portfolio Committee on Local
Government. A steering committee with representatives from the LGSETA, National House of Traditional Leaders and the
Department of Provincial and Local Government has been established to oversee the development of this focus area.

In addition to background research being commissioned on traditional leaders and their institutions, needs assessment
workshops were held in each of six provinces with Provincial Houses of Traditional Leaders. The workshops were attended
by traditional leaders and members of their institutions, officials from the LGSETA, officials from Provincial Houses of
Traditional Leaders and officials from provincial Departments of Local Government. On the basis of the workshops a
consolidated needs assessment report has been prepared and communicated back to the relevant provincial structures. In
preparation for the commencement of training, skills programmes and learning materials have been developed in Local
Economic Development and Community Development. In addition to Local Economic Development and Community
Development key skills needs were identified in the following areas:

* Leadership Training * Governance Training

» Policy Development * Project Management

* Conflict Resolution » Public Participation and Representation
* Business Planning Processes * Strategic Planning Processes

* Fundraising and Financial Management * International Relations

Highly specialised areas — human rights; administration of justice by traditional authorities vis-a-vis conventional courts;
relations between traditional leaders and traditional healers; traditional ceremonies, including the issue of circumcision and
health authorities; such controversial issues as virginity testing vis-a-vis human rights requirements.

1.1.2 ABET:

A feasibility study was commissioned and concluded on assessing the possibility of developing a customized ABET
programme relevant to the sector’s specific needs. On the basis of the recommendations in the feasibility study a tender
was launched in March 2007 to develop a customised ABET programme for the sector, including the development of all
required materials, facilitator guides and supplementary materials.

ABET remains an area of focus for the LGSETA. Discretionary grant funded ABET contracts were awarded during 2006/7:

PROVINCE CONTRACTS ISSUED CONTRACTS RECEIVED TOTAL NO. OF LEARNERS
Gauteng 4 3 672
Limpopo 8 7 773
Mpumalanga 4 3 107
Kwa - Zulu Natal 2 3 132
Western Cape 14 4 148
North West 5 2 131
Northern Cape 13 9 126
Free State 6 4 248
Eastern cape 9 5 202
TOTAL 67 40 2539

Of the 2,539 ABET learners, 840 were women.

I @
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1.1.3 PROFESSIONAL BODIES:

A comprehensive review and capacity assessment was conducted of all professional bodies either specific to the local
government sector or of those active in the local government sector. The purpose of the review was to assist the LGSETA
to identify possible areas of mutual collaboration with the various professional bodies.

114 WORKPLACE SKILLS PLANS & COMPLIANCE WITH SKILLS DEVELOPMENT LEGISLATION BY THE SECTOR:

The sector maintains its high level of compliance with the legislation, as evidenced by the submission rates for Workplace
Skills Plans (WSP s). The drop in submission rates for the 2005/6 year was caused by the difficulty municipalities had in
adhering to the gazetted timeframes for WSP submission. The submission rates for 2006/7 have returned to the normal
range for the sector.

Comparative WSP submissions:

Municipal Type 2004/5 percentage 2005/6 percentage 2006/2007 Percentage

wetropolion | 6| 100%

oo e[| e e

The implementation of training in the sector, and the monitoring of implementation of training, remains a challenge, as
illustrated in the table below. Approximately 33% of all employees in the sector receive some form of training intervention
in any given year, although few of these training interventions lead to complete qualifications. The impact of this training
on performance is seldom assessed.

Skills Area

Occupation

Man & Leadership
Project Man &
Planning
Client Services
Financial
Corporate Legal &
Policy Dev
Specialist
Technical
Life Skills & Basic
Ed
Training Skills
Social/ Comm Ec
Dev & Planning
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115 DISCRETIONARY GRANT FUNDED STRATEGIC PROJECTS AND SCARCE SKILLS INITIATIVES
1.1.5.1 South African Council for the Property Valuers Profession (SACPVP):

The 2006/7 SSP review demonstrated a lack of capacity within the sector to implement the Municipal Property Rates Act.
Consequently, the LGSETA approved a discretionary grant funded project to be implemented in conjunction with the
SACPVP and DPLG to contribute to increasing municipal capacity in this area. An amount of R 7,5m has been committed
to this project over a three year period. This amount will provide bursaries for 50 students p.a. (150 bursaries over 3 years)
and internships for 100 students over 3 years. The first 50 bursaries were awarded in February 2007.

The objectives of the project are:

* Improve the skills of municipal officials currently involved with property valuation through the awarding of bursaries
for studies in property valuation

* Increase the supply of property valuers to municipalities by offering bursary support to students studying property valuation

1.1.5.2 South African Institution for Civil Engineers [SAICE):

The 2005/6 SSP Review revealed a severe shortage within in the sector of suitably qualified engineers and engineering
technicians which affects the sector’s capacity to deliver services. Consequently funding was set aside for both bursaries
and internships and SAICE was contracted to administer the project. The initial 20 bursaries and 90 internship grants were
awarded in 2005/6. Given the importance and the initial success of the scheme, SAICE had their contract extended for a
further 3 year period to continue with the implementation and expansion of the scheme.

In 2006/7 a further 20 bursaries were awarded bringing the total number of bursary recipients to 40.

1.1.5.3 Labour Intensive Construction and support to the EPWP:

The LGSETA in conjunction with the Department of Public Works, and the CETA initiated a project in 2005/6 to train some
1 200 municipal officials (later extended to a maximum of 2 100 officials given the successful implementation of the project)
on the Labour Intensive Construction unit standards registered by CETA. The objectives of the project were to assist
municipalities with the implementation of the Expanded Public Works Programme as required by the Municipal
Infrastructure Grant. This project has now been successfully completed during the period under review and the following
are learner consolidated figures:

Province / Stakeholder Trained
Eastern Cape 202
Free State 35
Gauteng 280
Kwa-Zulu Natal 272
Limpopo 120
Mpumalanga 78
Northern Cape 98
North West 56
Western Cape 312
Departmental Stakeholders 16
Other ( NGO - Mvula Trust) 37
Grand Total 1506
Province / Stakeholder Trained
Eastern Cape 59
Free State 5
Gauteng 65
Kwa-Zulu Natal 78
Limpopo 22
Mpumalanga 21
Northern Cape 33
North West 22
\Western Cape 48
Departmental Stakeholders 0
Other ( NGO - Mvula Trust) 3
Grand Total 356
I a
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2. THE LEARNERSHIP DEPARTMENT

The Learnership Department has a central service function within the LGSETA. The department is responsible for initiating
and supervising the implementation of a wide range of needs oriented training interventions, be it learnerships, skills
programmes, apprenticeships or other types of structured learning. In this respect the LS department is closely linking with
the provincial structures of the LGSETA. Further more the LS department is also responsible for the disbursement of
discretionary grants for the payment of municipalities.

The LS department is also closely cooperating with the SSP and the ETQA department. Based on the analysis of the
Workplace Skills Plans the SSP department provides the information about the training needs which forms the basis to
initiate scoping exercises and workshops. In such workshops the subject matter experts from the sector define the content
of the potential training programmes which leads to the generation of unit standards and the registration of qualifications
with SAQA. With this approach the LGSETA makes sure that only needs oriented qualification and training programmes
are developed.

In a final step the registered qualifications form the basis for the ETQA department to accredit training providers against
these qualifications and the related unit standards.

Another strategic approach of the LS department is to support the implementation of quality training with the
commissioning and provision of comprehensive training and support material to accredited training providers.

2.1 CAREER PATH AND PROFESSIONAL PROGRESSION

Based on the analysis of the Workplace Skills Plan and with inputs from the major stakeholders such as the Department for
Provincial and Local Government (the dplg), National Treasury (NT) and SALGA the LGSETA is continuously implementing
and expanding a comprehensive career path for municipal employees. The following table illustrates this strategy, where
an employee has the chance to progress from one NQF level to another level. With this approach the professional
progression of employees is supported, which will also lead to improved service delivery of local government.

Career path and professional progression
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2.2 IMPLEMENTATION STATISTIC FOR LEARNERSHIPS

In the financial year 2006/07 the municipalities at all levels increasingly implemented a wide range of unit standard based
training, in particular Learnership programmes:

Learnership Learners

Community Development Worker (CDW), NQF 4 1481
Admin & Finance, NQF 4 199
Local Economic Development, NQF 4 153
Contact Centre Support, NQF 2 99
Emergency Services Operations, NQF 5 80
Training and Development Practice (NQF 5) 5
Basic Technical Practice (Energy) (NQF 1) 15
Fossil Power Plant Operation (NQF 4) 54
Ancillary Health Care (NQF 1) 15
Social Auxiliary Work (NQF 4) 15
Technical Support (NQF 4) 20
Electrical engineering (NQF 2) 119
Water Purification Process Operations ((NQF 2) 263
Wastewater Process Operations (NQF 2) 201
Water Reticulation Services (NQF 2) 119
e Records Management (NQF 4) 12
Sanitation Project Coordination (NQF 5) 12
Customer Management (NQF Level 5) 47
Training and Development Practice (NQF 5) 5
Total 2944

2.3 APPRENTICESHIPS AND ARTISAN LEARNERSHIPS

By contributing to the national priority on scarce skills the LGSETA is also focusing on promoting and funding training in
the artisan field, be it apprenticeships (560 learners) or artisan learnerships (813 learners):

Apprenticeship Learners

Automotive Electrician 28
Automotive Machinist 1
Boilermaker 26
Bricklayer 7
Diesel Mechanic 68
Electrician 303
Fitter and Turner 38
Motor Mechanic 13
Plater and Welder 2
Plumber 35
Vehicle Mechanic 11
Welder 28
Various artisan Learnerships 813
Total artisan training 1373
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24 SPECIAL PROJECTS

241 TRADITIONAL LEADERS

Traditional leaders are an important part of Local Government and therefore LGSETA has embarked on a very intensive
consultation process of identification of training needs for traditional leaders. This process has culminated in the
compilation of the consolidated national training needs of traditional leaders, some of which are listed below:

* Mineral rights and land use

* Dispute Resolution

*  Community Development

e Local Economic Development

* Financial Management Training

* Legislation and Governance

The LGSETA has finally complied with request from traditional leaders for the LGSETA to provide training for traditional
leadership on the following training materials that will be implemented in the next financial year:

* Integrated Development Planning & Local Economic Development

*  Community Development and Leadership

2.4.2 PUBLIC PARTICIPATION

For the efficient functioning of local government the important aspect of public participation is a crucial factor. In order to
support this important function the LGSETA has embarked on two major programmes, namely

» Capacitating Ward Committee Members

* Capacitating Municipal Councillors

24.3 WARD COMMITTEE TRAINING

The LGSETA in cooperation with DPLG and SALGA and supported by the German Agency for Technical Assistance (GTZ)
have embarked on a process to develop a needs based training framework for ward committee members. Based on a series
of national scoping workshops the content of the training was developed and converted into unit standards and a national
qualification, which has been registered by SAQA. Considering the fact that a total of 38,000 needs to be trained it is planned
to roll out the training on a decentralised basis with provincial training consortia and coordinated by provincial steering
committees. Currently the training material is being developed and the national roll out is planned for mid 2007. For a flexible
approach the training will mainly roll out via Skills programmes with a duration between 1 to 5 days.

For the roll out phase in 2007/08 the LGSETA has allocated a budget of R18 million.

244 MUNICIPAL COUNCILLOR DEVELOPMENT

In a similar process a qualification for the capacity building of municipal councillors has been developed and registered.
Currently the process to generate the training material is under way and it is planned to roll out this programme in the
second half of 2007. Similarly, a provincial approach will be applied to train the councillors via skills programmes with a
flexible duration. In total approx 9000 councillors need to be trained.

For the roll out phase in 2007/08 the LGSETA has allocated a budget of R5 million.

245 INTEGRATED DEVELOPMENT PLANNING (IDP)

With the finalisation of the training material for the priority field of “Integrated Development Planning”

the LGSETA is now prepared to support the capacity building for IDP Managers, sector departments at Local Government
and other functions contributing to the development of the IDP.

In essence the training is oriented toward two main target groups:

* The IDP Learnership is specifically designed for IDP managers or senior municipal staff to become the IDP manager. The
IDP Learnerships on a national scale will be rolled out beginning of 2007.

* On the other hand a series of 12 Skills Programmes has been developed to support the understanding of municipal
experts how to establish an IDP and how to contribute in the generation of an IDP. The Skills Programmes are already
under implementation and to date 250 participants have completed the training.

@“ I
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3. EDUCATION TRAINING QUALITY ASSURANCE (ETQA)

The LGSETA in line with its re-accreditation mandate by the SAQA on 27 September 2005 has continued to fulfil its primary
functions outlined below on quality assurance of Education Training and Development within the Local Government
sector.

In the performance of these functions, as further discussed in this report, the LGSETA has continuously reported to SAQA
on the performance of its mandatory functions and positive feedback from SAQA has been received through their
monitoring and auditing, however, certain areas were identified for improvement. The LGSETA has continued to develop
qualifications and standards within its primary focus areas, especially Ward Committee, Fire and Rescue, Environmental
Practice, etc. This allowed the possibility of accreditation of providers that were greatly limited in some areas of training to
deliver learning. It further enhanced the registration of assessors and moderators against such qualifications as scarcity
continued to exist with respect to ETD Practitioners within the Local Government sector around specific fields of expertise.
The LGSETA has therefore continued to ensure that all training was monitored and evaluated so that quality measures
were not compromised. This report therefore highlights most of the work performed by the ETQA division in line with its
quality assurance mandate.

3.1 MILESTONES

The LGSETA has made significant milestones in the performance of its quality assurance functions in the current financial
year, these include the extension of scope of WITS Business School and Regensys to offer Municipal Financial Training.

3.1.1 CAPACITY BUILDING INITTATIVES

The LGSETA, in its attempts to meet its critical mandate of Quality Promotion and Provider Development, embarked on
various capacity building initiatives wherein a public request for proposals through which appropriately qualified service
providers submitted bids to carry out the following six projects:

1. Accreditation of Providers

Quality Management System

Training of Assessors, Coaches and Mentors

Training of Moderators and Verifiers LED, IDP, CDW and Councillor Training

Apprenticeships Assessment System

Training of RPL Practitioners

ok wWN

Following an intense and rigorous process of bid evaluation, the tenders were awarded to credible service providers who
have and are continuing to successfully execute the responsibilities as per the terms of their appointment. However, the
training of RPL Practitioners tender is still under a process of evaluation by the LGSETA. These projects will be rolled out
nationally to ensure that a greater pool of training providers, assessors, mentors, coaches, moderators, and RPL advisors
are available to perform the quality assurance functions towards the attainment of the qualifications. This initiative is of
significance because municipalities, especially rural municipalities, will be serviced with resourced and qualified ETD
practitioners and providers in an attempt to uplift and skill the communities they serve.

3.12 REGISTERED QUALIFICATIONS AND/ OR UNIT STANDARDS ACCREDITED TO LGSETA

The LGSETA has continued to perform its quality assurance functions against qualifications and unit standards (ref. Table
1) for which it was awarded to perform by the SAQA. This has afforded the LGSETA to continue to ensure and monitor
compliance to quality standards as determined in the regulatory framework of SAQA and Dol, especially in the delivery of
training by accredited training providers within the local government sector.

Table 1 below shows the total number of qualifications accredited to the LGSETA to date in the performance of its quality
assurance functions. The LGSETA is proud to highlight that a number of training providers have been accredited against
these qualifications and this also includes SMME training providers. Further development of these qualifications to higher
NQF levels is envisaged to ensure articulation and career pathing possibilities.
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TYPE OF QUALIFICATION

TITLE OF QUALIFICATION

NQF NLRD

LEVEL NUMBER

STATUS

NUMBER OF
CREDITS

National Certificate Further Education Training Certificate: Municipal 4 50372 | Unit Standards 157
Finance and Administration Based

National Diploma National Diploma: Pubic Finance Management and 5 49554 | Unit Standards 260
Administration Based

National Certificate National Certificate: Municipal Finance Management 6 48965 | Unit Standards 166
Based

National Certificate National Certificate: Local Economic Development G 36436 | Unit Standards 163
Based

National Certificate National Certificate: Local Economic Development 5 36438 | Unit Standards 142
Based

National Certificate National Certificate: Local Economic Development 6 36437 | Unit Standards 144
Based

National Certificate National Certificate: Municipal Integrated 5 50205 | Unit Standards 160
Development Plannng Based

National Certificate National Certificate: Ward Committee Governence 2 57823 | Unit Standards 120
Based

Further Education Training Further Education Training Certificate: Leadership 4 50081 | Unit Standards 160
Certificate Development Based

Further Education Training Further Education Training Certificate: Fire and 4 57803 | Unit Standards 148
Certificate Rescue Operations Based

Further Education Training Further Education Training Certificate: Road Traffic 4 48921 Unit Standards 172
Certificate Management Based

General Education and Training | Further Education Training Certificate: 1 49552 | Unit Standards 122
Certificate Environmental Practice Based

National Certificate National Certificate: Environemental Pracitce 2 49605 | Unit Standards 128
Based

National Certificate National Certificate: Environemental Pracitce 3 49752 | Unit Standards 122
Based

Further Education Training Further Education Training Certificate: 4 50309 | Unit Standards 140
Certificate Environmental Practice Based

3.1.3 STANDARDS GENERATION WITHIN LGSETA PRIMARY FOCUS

The LGSETA and SAQA have set up a Joint Implementation Plan (JIP) that will assist in the facilitation and fact tracking of

the generation of qualifications and the associated unit standards in the field of Local Government. This process is

congruent with the functions of the LGSETA as an ETQA wherein it is expected to recommend or facilitate the registration
of qualifications falling within their primary focus.

The need for the development of these qualifications has been identified so that they can be used to train individuals

performing work within these areas in the Municipalities and other spheres of work that require such expertise and
knowledge. Attached below are the proposed names of these qualifications and the associated unit standards (ref. Table

2). A phased approach has been assumed towards the development of these qualifications and it is envisaged that by the
end of December 2007, registration with SAQA would have been completed. The LGSETA together with SAQA wiill
manage this process.

PROPOSED QUALIFICATIONS FOR DEVELOPMENT Proposed NQF LEVEL

Phase 1

National Certificate: Community Services

National Certificate: Transport Planning

National Certificate: Environmental Noise

National Certificate: Emergency Services Operations

National Certificate: Transport Planning

(o0 INCVR I IO, | N

Phase 2

FETC: Infrastructure Asset Management

FETC: Infrastructure Asset Management

National Certificate: Environmental Practice

National Certificate: Environmental Practice

National Certificate: Environmental Noise

(20 NV el le8 V|
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3.14. ACCREDITATION OF CONSTITUENT TRAINING PROVIDERS

The LGSETA is proud to highlight that a total number of 58 providers have attained a status of full accreditation within the
current financial year, which is the highest status that can be awarded to a training provider by an ETQA for a period of
not more than 3 years. It should be further highlighted that the accredited providers also include workplace providers in
the Municipalities.

Most of the training providers have been accredited against full qualifications and this has assisted the LGSETA to ensure
that the learners that enrolled attained full recognition for their achievements against recognised qualifications. However,
more robust capacity building initiatives still need to be made in the different provinces (ref. Table4) to ensure that more
training providers, especially SMME's attain this status. Table 4 below shows that a greater focus in the EC, FS, L, MP, NC,
and NW is required to increase the number of training providers to ensure that far and wide areas are supported for
credible delivery of training, especially in the rural municipalities.

PROVINCE NUMBER OF ACCREDITED TRAINING PROVIDERS
Eastern Cape 4
Free State 4
Gauteng 19
Limpopo 5
Mpumalanga 0
N Cape 3
North West 3
W Cape 10
KZ- Natal 10
TOTAL 58

3.15 REGISTRATION OF CONSTITUENT ASSESSORS AND MODERATORS

A further cap to the achievements of the LGSETA is the positive improvement in the number of registered assessors and
moderators. These are ETD Practitioners who have been registered on the basis of the requirements so as to ensure the
maintenance of quality standards and recognition of achievements against registered qualifications falling within the
primary focus of the LGSETA.

3.1.6 REGISTRATION STATUS

Table 4 below shows the total number of registered assessors and moderators to date within the primary focus of the
LGSETA. This number demonstrates the strides thus far made in beefing up the pool of ETD Practitioners within the Local
Government Sector. It is however acknowledged that this number still needs to be improved as the Local Government
Sector requires experienced ETD Practitioners that will enhance training of municipal employees.

NUMBER OF REGISTERED ASSESSORS & MODERATORS

REGISTRATIONS

92 41

Number Registered

3.1.7 PROVINCIAL STATUS OF ASSESSORS AND MODERATORS

Table 5 below shows a positive picture in the registration of Assessors and Moderators in some Provinces. A significant
pool of assessors and moderators exists in the Eastern Cape (EC) and Gauteng (GP) Provinces with Free State (FS), KwaZulu
Natal (KZN) and Western Cape (WC) showing a slight growth. The Limpopo (LP), Mpumalanga (MP), Northern Cape (NC)
and North West (NW) show a very limited number of Assessors and Moderators registered. It is crucial that these provinces
be assisted in their initiatives to build the capacity of ETD Practitioners so as to ensure that a significant pool and spread is
available to ensure effective and efficient quality assurance of ETD.
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NUMBER OF REGISTERED ASSESSORS & MODERATORS

PROVINCE
Assessors Moderators
Eastern Cape 22 8
Free State 10 2
Gauteng 31 16
Limpopo 1 0
Mpumalanga 1 0
N Cape 0 0
North West 6 1
W Cape 12 9
KZ- Natal 9 5
TOTAL 92 41

3.1.8 MONITORING AND EVALUATION OF ACCREDITED TRAINING AND WORKPLACE PROVIDERS

The LGSETA, in further ensuring that accredited constituent training providers continue to adhere to the accreditation
requirements and quality standards, embarked on a monitoring and evaluation process wherein 51 training and
workplace providers falling within its primary focus were monitored and evaluated to ascertain compliance. The
monitoring also included workplace providers, especially those delivering learnerships. This process also entailed strict
measures of de-accrediting providers who were found not to be compliant to the accreditation requirements. Most
providers were found to be adhering to the prescripts for accreditation however, with a few requiring more support and
assistance to maintain quality levels in the delivery of training.

PROVINCE Training Providers Workplace Providers
Eastern Cape 0 2

Free State

Gauteng
Limpopo

Mpumalanga

N Cape
North West
W Cape
KZ- Natal
Total
GRAND TOTAL 51
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3.1.9 CERTIFICATION OF LEARNERS

A significant improvement continues to be made on the certification of learners who have embarked on various training
programmes, especially learnerships, linked to qualifications. A total number of 1013 learners have thus far been certified
and this continues to ensure that communities and municipalities have skilled people with requisite expertise to perform
and continue to improve service delivery. Most of these certified learners are municipal employees who have undergone
rigorous training and assessments to attain qualifications. However, the greatest challenge for the LGSETA is to continue
to certify learners at higher NQF levels so as to ensure municipalities are resourced with personnel with higher level skills.

The progress thus far made by the LGSETA seeks to make a profound impact in the delivery of education, training and
development within the local government sector. However, the LGSETA as an ETQA still faces a few significant challenges
of ensuring that training and workplace providers and their ETD Practitioners, especially SMME's, are adequately
capacitated and accredited, qualifications that talk to local government needs, are developed to the highest NQF level,
training providers and delivery of programmes are closely monitored and audited for compliance, and of major significance
is the certification of learners in the various fields within local government. It is therefore within this frame that the LGSETA
intends to profoundly raise the bar in the next financial year.
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4. SUPPORT FUNCTIONS

41 MARKETING & COMMUNICATIONS

Following the resignation of the Communications Officer, the post has now been filled and the following were activities

for marketing and communication during the year under review:

e @Graduation Ceremonies took place in all provinces for Community Development Workers and most of the graduates
have been placed in permanent positions.

» Skills Development Awards activities took place in various provinces recognising both municipalities and skills
development facilitators for active role played in promoting skills development within the sector.

* Various marketing and communication tools were continuously being developed and improved where necessary.

4.2 ORGANISATIONAL FRAMEWORK

In order to have achieved the significant successes highlighted in the annual report for the year ended 31 March 2006, a
strong organisational infrastructure was needed to support the activities of the LGSETA. In fulfilling the mandate of the
Skills Development Act, the LGSETA structure consist of the two main components,i.e the Authority and Executive
Committee which are supported by the following committees:

* Human resource committee

* Finance tender committee

* Audit Committee (established in terms of the Public Finance Management Act)

* Leadership\ETQA committee

e SSP Committee

* Provincial committee

* Management committee responsible to execute the decisions of the Authority and Executive

e Committee

4.2.1 AUTHORITY

In terms of the LGSETA constitution the authority of the LGSETA is the main governing body of the organisation which

consist of ten (10) members representing labour component, eight (8) members representing employer component, and

two (2) members representing national department of provincial and local government. The primary functions of the

authority are summarised in terms of the LGSETA constitution and relevant legislation, but are not limited, to the following:

* Development of the sector skills plan within the framework of the national skills development strategy

* Promote leaderships by identifying workplaces for practical workplace experience

* Report to the Director-General on its income and expenditure including the implementation of its sector skills plan

» Subject to section 7,9 and 10 of the Skills Development Levies Act, 1999, collect the skills development levies and
disburse grants to employers in the sector

The LGSETA authority meets twice per financial year as provided in terms of the LGSETA constitution, however should a
need arise for the authority to meet more than the stipulated period, the LGSETA chairperson shall convene such meeting
as prescribed by LGSETA constitution.

I &%}
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Representative

Representing

Organisation

Meetings
Attended

Gender

Clir G Lobelo (Chairperson) Employer SALGA 2 M African
Clir H Jenkins Employer SALGA 2 F Coloured
ClIr S Simboyia Employer SALGA 1 F African
Dr S Mbatha Employer SALGA 2 M African
Adv M Yawa Employer SALGA 2 M African
Mr. N Jack Employer DPLG 2 M African
Mr. T Mthethwa Employer SALGA 1 M African
Ms B Mculu Employer DPLG 1 F African
Mr. S Maloka (Deputy Chairperson) Labour SAMWU 2 M African
Mr. R Mohoje Labour SAMWU 1 M African
Ms M Collins Labour SAMWU 2 F Coloured
Ms B Tilly Labour SAMWU 2 F Coloured
Mr. M Sebezo Labour IMATU 2 M African
Mr. Carstens Labour IMATU 2 M White
Mr. W Killian Labour IMATU 2 M White
Ms Voigt Labour IMATU 1 F White

4.2.2 EXECUTIVE COMMITTEE

In terms of the LGSETA constitution, the executive committee consists of five (5) members representing labour component,
four (4) members representing SALGA and one member (1) representing Department of Provincial and Local Government.
The functions of the executive committee are summarized but limited as follows:

» Supervise the proper management of all financial matters of the seta

* Coordinate and supervise the implementation of the policies of the authority

* Coordinate the functioning of any Provincial Committees and other committees of the authority

* Perform any other function or duty delegated to it by the authority

Representative Representing Organisation X;:::g; Gender Race
Clir G Lobelo (Chairperson) Employer SALGA 3 M African
ClIr Jenkins Employer SALGA 2 F Coloured
Dr S Mbatha Employer SALGA 4 M African
Adv Yawa Employer SALGA 2 M African
Mr. Jack Employer DPLG 2 M African
Mr. Maloka Labour SAMWU 3 M African
Mr. Sebezo Labour IMATU 3 M African
Ms M Collins Labour SAMWU 2 F Coloured

4.2.3 AUDIT COMMITTEE

As required and guided by legislation, the LGSETA during the year under review has established an Audit Committee,
which met three times during this financial. The committee was not only established for compliance purposes but it plays
an important role in various audit functions of the SETA directed by the legislation and also performed its functions in terms
of its approved Terms of Reference.

Meetings

Representative Representing Attended Gender Race
Mr. T Mchunu (Chairperson) Independent 3 M African
Ms B Dlamini Independent 1 F African
Ms R Kenosi Independent 2 F Coloured
Mr. V Megan Independent 1 F Coloured
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424 FINANCE & TENDER COMMITTEE

Representative Representing l\\n;::j:g; Race
Mr. S Maloka SAMWU 3 M African
Dr. S Mbatha SALGA 2 M African
Mr. K Goodsell IMATU 3 M White
Mr. N Jack DPLG 1 M African

42,5 LEARNERSHIP \ ETQA COMMITTEE

In terms of the LGSETA constitution the joint Learnership / ETQA committee consists of ten members representing the
labour component (four) , the employer component (four, SALGA) and the Department of Provincial and Local
Government (two]. The functions of the committee are summarized but not limited as follows:

* Supervise the proper management of the ETQA and Learnership department.

» Offer guidance for the development of the learnership and ETQA policies.

 Initiate and/or support the implementation of strategic projects.

* Ensure integration of functions in the LGSETA.

4.2.6  PROVINCIAL COMMITTEES

Provincial committees of the LGSETA are established in terms of the provisions of the LGSETA constitution (clause 10:1.1)

and the following are some of the few listed functions of the committees:

* Conduct participatory research in support of needs analysis and skills planning.

* Promote the adoption by local government of skills development plans and ensure that these plans are consistent with
their human resource development plans.

* Make proposals on skills development for incorporation into the sector skills plans.

* Promote co-operation between municipalities to develop local capacity for the management and provision of
education and training.

* Encourage major municipalities to provide assistance to weaker municipalities and any other functions as determined
or delegated to it by the LGSETA Authority.

4.2.] HUMAN RESOURCE COMMITTEE

The HR Committee consist of four members, two representing labour and two representing the employer component. The
HR Committee derived its mandate from the approved terms of reference by the Executive Committee and that it has no
authority to resolved and finalised matters but submit its recommendations to the Executive Committee for formal approval
except in instances whereby it has been formally delegated by the Executive Committee to finalise and conclude on certain
matters. The following are some of the highlights of the HR Committee for the period under review:

* Restructuring of the finance department.

* Submission to the Executive Committee to approve the re-evaluation and grading of posts.

* Reviewed and redesigned of the LGSETA staff organogramme.

* Submission for approval of amendments to LGSETA HR Policy.

¢ Performance Management Contracts for Managers.

e Submission for approval of LGSETA WSP.

HUMAN RESOURCE MANAGEMENT

51 STAFF DEVELOPMENT

An amount of two hundred thousand rand (R200 000) calculated on the basis of one percent of the salary bill for LGSETA
staff including sixty thousand rand (R60 000) approved by the LGSETA for study loan for staff has been set aside for training
and development of staff. The following are some of the training priorities that were identified for the period under review:
* None Financial Management course on Public Entities

* Report writing

e Public awareness

e Payroll

* Marketing and communication

e Assessor and verification Training
J‘a' J
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* Finance Management
e Customer service

e Quality assurance and various priorities identified that would enhance the required skills and capacity of staff to
perform their functions effectively.

5.2 STAFF PROFILE

The prescribed ten percent (10%]) by the Skills Development Act and Skills Levy Act to fund the administrative costs of the
SETA has proven to be insufficient considering the number of employers and employees to be trained and developed in
the sector. The following is a lean staff structure that currently renders services nationally to all clients and role players in
the sector however, strategies have been designed to source more funding to enable the SETA to employ additional staff
to provide efficient and effective service to the sector:

POSTS POSTS AFRICAN WHITES

POSITIONS POSTS

FILLED VACANT
Executive Management 1 1 0 1
Senior Management 5 4 1 1 - 2
Provincial Management 6 6 - 4 2 - -
Senior Support Staff q 2 2 1 1 - -
Support Staff 16 16 - 1 14 - 1
General Staff 1 1 00 - 1 - -

During the year under review the LGSETA has approved the creation of the post of Chief Finance Officer to comply with
legislation and governance matters in this regard. Messer’s Delloitte was commissioned to restructure the finance
department of the LGSETA for effective performance and to further perform an efficient service to LGSETA clients and
stakeholders. The report of Delloitte recommended the appointment of the Chief Finance Officer and a Financial
Accountant not only as a matter of compliance but also to enhance the capacity required by the SETA. The ETQA Manager
has subsequently left the employmnent of the organisation. Measures have been put in place to fill this strategic post. The
LGSETA has further approved that all posts within the establishment be re-evaluated and graded accordingly and it is
envisaged that this process will be completed in the next financial year.
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5.3 LGSETA ORGANOGRAM
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6. NATIONAL SKILLS

During the year under review the LGSETA received much support from its stakeholders and strategic partners namely:

Department of Provincial and Local Government
South African Local Government Association
South African Municipal Workers Union

Independent Municipal Trade Union and municipalities throughout the country who played a major role in supporting
the LGSETA not only to achieve its targets but to enhance the culture of training and development within the sector.
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8. LGSETA FINANCES AND INFORMATION TECHNOLOGY

The mandate of the Finance and IT Department is to plan , execute and to efficiently manage the finances of the
LGSETA to ensure that assets of the organisation are properly managed , safeguarded and that a fair and transparent
procurement system is implemented in terms of the LGSETA policy and applicable legislation in this regard.

In streamlining the objectives of the Finance and IT Department, the Finance \Tender Committee plays an important role
in ensuring effective and transparent control over the financial processes and procedures which have been
implemented to ensure that the finances of the LGSETA are efficiently managed. The committee has met three times
during the 2006/07 financial year. A Business Risk Analysis workshop was held during the year under review which
consisted of an internal audit operational plan, audit execution, and detailed audit coverage plan for the 2007/08 financial
year. The following internal audits were completed during the year under review:

* Finance and administration

* Governance and regulatory

* Human Resources

* Procurement and programmes

* Information Technology system

* Information Technology and System

8.1 SKILLS DEVELOPMENT LEVY INCOME AND EXPENDITURE

In terms of section 3(1) and 3(4) of the Skills Development Act, 1999(Act no 9of 1999), registered member companies of
the LGSETA pay a skills development levy of 1% of the total payroll cost to the South African Revenue Services who then
collects the levies on behalf of the Department of Labour. The Department of Labour transfers eighty percent of the total
skills development levy paid by employers in the sector to the LGSETA and twenty percent to the National Skills Fund of
which two percent is paid to SARS for collecting skills development levies.

It must be noted that the LGSETA database currently makes provision for demarcation code for employers within the local
government sector and therefore “other “ in the charts below represents employers which have been incorrectly
registered with the LGSETA. The total Skills Development Levy Income accounted by the LGSETA for the period 2006/07
financial year amounts to R170,9 million.

80% SDL Levy Income

Cookher
e State
OiGaueng

ILW
EMpUmaEnga
TN Caps
W Maorth-Wes:

Province
B \Westem Caps

@ o SSS——
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Mandatory Grants Disbursed

The Discretionary Fund comprise 20% discretionary grant income from the Skills Development Levy, interest and penalties
paid by employers in the sector, interest accrued, unspent income for administration from previous years and unclaimed
mandatory grant income which have been transferred to the Discretionary Fund and interest accrued.

The Executive Committee has approved funding to be utilized during the 2005 - 2010 financial years from the
Discretionary Fund for discretionary grants and Special Projects with the aim of strengthening training activities in the
sector through support to learnerships, skills programmes and apprenticeships, to address the priorities identified in the
LGSETA Sector Skills Plan and to meet NSDS targets in accordance with the MOU with the Department of Labour.

An amount of R14,9 million has been disbursed from Discretionary Funds during the current financial year. Further sector
priorities were identified and funds have been allocated from the Discretionary Fund accordingly to be utilised during the
next financial year.

CONCLUSION

Given the challenges faced by the sector in particular to continuous restructuring of municipal staff structures, much has
been done in terms training and development, but one cannot disregard that the local government sector is one of the
most politicised environments and in certain instances such conditions may interfere with the delivery of training, including
SETA projects that impacts toward negative effects on achieving SETA targets.

L.S. Mofokeng
Chief Executive Officer
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REPORT OF THE AUDIT COMMITTEE

1. OVERVIEW
We are pleased to present our report for the financial year ended 31 March 2007.
2. AUDIT COMMITTEE MEMBERS AND ATTENDANCE

The Audit Committee consists of the members listed hereunder and meets as often as it deems necessary as per approved terms of
reference.

Name of Member Position Date Appointed Number of Number of
meetings held meetings attended
Titus Mchunu Chairperson April 2003 3 3
Busisiwe Dlamini Member September 2004 3 1
Rene Kenosi Member December 2006 3 2
Viren Magan Member December 2006 3 1

Mr Titus Mchunu, the Chairman of the Audit Committee was appointed to this position with effect from January 2007, to replace the
former Chairman, Mr Mveleli Booi.

Since 1 April 2006 to 31 March 2007, the Audit Committee has held three meetings.
3. AUDIT COMMITTEE RESPONSIBILITY

Since the date of appointment, the Audit Committee reports that it has complied with the responsibilities arising from section 51 (1)(a)
of the PFMA and Treasury Regulations 27.1.10. The Audit Committee also reports that it has adopted the appropriate terms of reference
as its Audit Committee Charter, has regulated its affairs in compliance with the charter and has discharged all its responsibilities.

4. THE EFFECTIVENESS OF INTERNAL CONTROL

LGSETA has not been in a position to fill the vacant position of the CFO for some time, thereby posing serious capacity challenges to
effectively fulfill its compliance matters. Control weaknesses also continue to exist and due to certain challenges, the internal audit
function and the Audit Committee did not operate efficiently and effectively for the financial year ended 31 March 2007. However it is
to be noted that since the financial year end, there has been a fully functional audit committee. A tender is to be issued to secure the
services of an internal audit service provider . A formal risk assessment was undertaken by the Local Government Seta for the year ending
31 March 2007

The Chief Executive Officer and his management team are continuously addressing the reported weaknesses and to improve on
management controls in general, so that it can sustain a healthy and sound financial position .

5. SUBMISSION OF IN - YEAR MANAGEMENT AND MONTHLY/ QUARTERLY REPORTS IN
TERMS OF THE PUBLIC FINANCE MANAGEMENT ACT

We have been presented with the In-Year-Monitoring reports for the period under review. These reports complied with the requirements
of the PFMA.

6. EVALUATION OF ANNUAL FINANCIAL STATEMENTS

The Audit Committee has:

* Reviewed and discussed with the offices of the Auditor General and the Accounting Authority the audited annual financial
statements to be included in the Annual Report.

* Reviewed the Auditor — General’'s management letter and management response.

* Reviewed significant adjustments resulting from the audit.

The Audit Committee concurs with and accepts the conclusion of the Auditor — General on the annual financial statements and is of the
opinion hat the audited annual financial statements be accepted and read together with the report of the Auditor- General.

7. APPRECIATION

The committee expresses its sincere appreciation to the Honorable Minister, Accounting Authority, management team and the Auditor
General.

Titus Mchunu
Chairperson of the Audit Committee
Date: 22 August 2007
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL
STATEMENTS OF THE LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING
AUTHORITY (LGSETA) FOR THE YEAR ENDED 31 MARCH 2007

INTRODUCTION

1. I have audited the accompanying financial statements of the Local Government Sector Education and Training
Authority (LG-SETA) which comprise the statement of financial position as at 31 March 2007, statement of
financial performance, statement of changes in net assets and cash flow statement for the year then ended, and
a summary of significant accounting policies and other explanatory notes, as set out on pages 30 to 56.

RESPONSIBILITY OF THE ACCOUNTING AUTHORITY FOR THE FINANCIAL STATEMENTS
2. The accounting authority is responsible for the preparation and fair presentation of these financial statements
in accordance with the basis of accounting determined by the National Treasury of South Africa, as described
in note 1 to the financial statements and in the manner required by the Public Finance Management Act, 1999
(Act No. 1 of 1999) (PFMA). This responsibility includes:
* designing, implementing and maintaining internal controls relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error
* selecting and applying appropriate accounting policies
* making accounting estimates that are reasonable in the circumstances.

RESPONSIBILITY OF THE AUDITOR-GENERAL

3. Asrequired by section 188 of the Constitution of the Republic of South Africa, 1996, read with sections 4 and
20 of the Public Audit Act, 2004 (Act No. 25 of 2004) and section 14(6)(a) of the Skills Development Act, 1998
(Act No. 97 of 1998), my responsibility is to express an opinion on these financial statements based on my audit.

4. | conducted my audit in accordance with the International Standards on Auditing and General Notice 647 of
2007, issued in Government Gazette No. 29919 of 25 May 2007. Those standards require that | comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

5. 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 controls 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 controls.

6. An audit also includes evaluating the:
* appropriateness of accounting policies used
+ reasonableness of accounting estimates made by management
» overall presentation of the financial statements.
7. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit
opinion.
BASIS OF ACCOUNTING
8. The entity’s policy is to prepare financial statements on the basis of accounting determined by the National
Treasury, as described in note 1 to the financial statements.

BASIS FOR QUALIFIED OPINION

Levy Income

9. A provision for levy income amounting to R2.590 million was raised. Adequate explanations and
documentation to support the provision was not provided. This was due to a lack of established controls and
assigned responsibilities by management.

Accounts receivable and accounts payable

10. The SARS accounts receivable is incorrectly netted of with the SARS accounts payable. Statement of Generally
Recognised Accounting Practice 1 paragraph 45 prohibits the netting off of assets and liabilities. As a result the
accounts receivable and payable are understated. An exercise was not undertaken by management to separate
the SARS accounts payable and accounts receivable and it is not possible to quantify the effect of the
understatement.

I @'
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL
STATEMENTS OF THE LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING
AUTHORITY (LGSETA) FOR THE YEAR ENDED 31 MARCH 2007

QUALIFIED OPINION

11. In my opinion, except for the effects of the matters referred to in the basis for qualified opinion paragraphs, the
financial statements present fairly, in all material respects, the financial position of the Local Government Sector
Education and Training Authority as at 31 March 2007 and its financial performance and cash flows for the year
then ended, in accordance with the basis of accounting described in note 1 to the financial statements and in
the manner required by the PFMA.

EMPHASIS OF MATTER

| draw attention to the following matters:
Highlight of a matter affecting the financial statements included in the notes
Skills development levies

12. As indicated in accounting policy note 1 to the financial statements, the SETA does not have a legislative
mandate to obtain and maintain source documentation to support revenue. As a result the SETA experienced
difficulties in ensuring that revenue was recorded on a complete and accurate basis. The National Treasury has
amended the accounting policy on revenue recognition to take legislative constraints into account and the
new accounting policy will be effective from 1 April 2007. The financial statements for the year under review
were therefore prepared on a basis consistent with the previous year.

Material irregular expenditure

13. Idraw attention to note 24 to the financial statements. LG-SETA had material irregular expenditure relating to
mandatory grants to the amount of R5.2 million.

Investments

14. | draw attention to note 15 to the financial statements. LG-SETA has an endowment policy recorded in the
financial statements at an amount of R1 million. The life insured for the policy is the former financial manager.

OTHER MATTERS

| draw attention to the following matters that are ancillary to my responsibilities in the audit of financial
statements:

15. Material non-compliance with applicable legislation

The following instances of non-compliance with laws and regulations were noted due to lack of monitoring
by management:
* Compliance reports as part of the quarterly reports were not submitted in accordance with Treasury Regulation
26.
* A supply chain management (SCM) framework, as regulated in terms of section 76(4)(c) of the PFMA, had not
been approved.
* No approved cash management policy in terms of Treasury Regulation 31.1.2.
* No approved investment policy in terms of Treasury Regulation 31.3.
* No approved policy on health and safety in terms of section 17(1) of the Occupational Health and Safety Act.

16. Material corrections made to the financial statements submitted for audit purposes on 31 May 2007 were as

follows:
* Mandatory grant payments per the annual financial statements differed by R18.707 million from the grants
ledger.
* Mandatory grant accruals per the annual financial statements differed by R22.154 million from the grants
ledger.

* Bank balance differences of R11.101 million were corrected.
* Prepayments of R 3.218 million were corrected.
17. Matters of governance
* No reliance on internal audit was planned as LG-SETA did not have an effective internal audit function for the
first 6 months of the year.
* The audit committee was ineffective as audit committee meetings were not quorated and therefore valid
decisions could not be made.

@ C o SSS——
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL
STATEMENTS OF THE LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING
AUTHORITY (LGSETA) FOR THE YEAR ENDED 31 MARCH 2007

* Chief financial officer responsibilities have not been assigned in accordance with Treasury Regulation 27 for the
last two years.

* No contract existed between the LG-SETA and certain members of the accounting authority, stating the
acceptance of their responsibilities.  No formal appointments were made for board members and the
responsibilities were not formally accepted.

OTHER REPORTING RESPONSIBILITIES
REPORTING ON PERFORMANCE INFORMATION

18. | have audited the performance information as set out on pages 20 to 23.

RESPONSIBILITY OF THE ACCOUNTING AUTHORITY

19. The accounting authority has additional responsibilities as required by section 55(2)(a) of the PFMA to ensure
that the annual report and audited financial statements fairly present the performance against predetermined
objectives of the public entity.

RESPONSIBILITY OF THE AUDITOR-GENERAL

20. | conducted my engagement in accordance with section 13 of the Public Audit Act, 2004 (Act No. 25 of 2004)
read with General Notice 646 of 2007, issued in Government Gazette No. 29919 of 25 May 2007.

21. In terms of the foregoing my engagement included performing procedures of an audit nature to obtain
sufficient appropriate audit evidence about the performance information and related systems, processes and
procedures. The procedures selected depend on the auditor’s judgement.

22. | believe that the evidence | have obtained is sufficient and appropriate to provide a basis for the audit
conclusions reported below.

AUDIT FINDINGS
23. Objectives disclosed as per the strategic plan were not specific enough to address the overall targets as set out
by the National Skills Development Strategy.

24. Performance indicators were inconsistent between the strategic plan and the annual report.

APPRECIATION
25. The assistance rendered by the staff of the Local Government Sector Education and Training Authority during
the audit is sincerely appreciated.

P. Bhana for Auditor-General
Pretoria
22 August 2007
y“;‘ -
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

REPORT OF THE ACCOUNTING AUTHORITY
FOR THE YEAR ENDED 31 MARCH 2007

Report by the Chairperson of the Accounting Authority of the Local Government Sector Education and Training Authority
to the Executive Authority / Provincial Legislature and Parliament of the Republic of South Africa. The Annual Financial
Statements and Annual Report is submitted in terms of the Public Finance Management Act, 1999(No.1 of 1999) as
amended and the skills Development Act, 1998(Act No 97 of 1998) as amended. Information in the Annual Report for
period under review is focusing on highlights as well as reporting difficulties and challenges faced by the LGSETA during
the seventh year of its operation.

GENERAL REVIEW OF STATE OF AFFAIRS

A synopsis indicating the LGSETA performance and achievements against predetermined objectives is included in the
annual report of the year ended in 31 March 2007.

The LGSETA is proud to announce that request made by the portfolio committee of provincial and local government in
parliament, that the SETA fastrack the implementation of the training and development of traditional leadership in the
country has been achieved and it is envisaged that the training of traditional leaders will be implemented in the first
quarter of the LGSETA financial year.

STATEMENT OF RESPONSIBILITY

In terms of the PFMA, the Accounting Authority is required to keep full and proper records of the financial affairs of the
Public Entity and to have appropriate internal controls to limit and detect material misstatements and losses. It is the
responsibility of the Accounting Authority to ensure that the Annual Financial Statements (AFS) fairly present the state of
affairs of the entity, its business, its financial results and it is the Auditors General responsibility to independently audit and
express an opinion on LGSETA financial statements. The LGSETA Annual Financial Statements for the year end 31 March
2007 have been prepared based on ongoing concern basis.

GOING CONCERN

The Annual Financial Statements for the year ended 31 March 2007 have been prepared on the going concern basis.

CORPORATE GOVERNANCE

As a public entity, the LGSETA is governed by the provisions of the PFMA and is also committed to ensure that that the
recommendations of the King Code Il report on corporate governance are implemented and adhered to. With the
exception of matters of emphasis in the report of the Auditor General pertaining to appointment of the board members
and them taking responsibility with regard to their roles and functions within the LGSETA, the SETA has generally
performed in terms of the required standards.

Pertaining to none appointment of CFO or delegation of the CFO functions, the LGSETA embarked with the process of
restructuring of the finance department and it had to deal with the dispute at CCMA with one of the senior employee in
the finance department that was not satisfied with the restructuring process of the finance department. This had an impact
towards the appointment of the Chief Finance Officer and delegation of such functions during the period under review.
The appointment of the Chief Finance Officer will now be finalised in the first quarter of the next financial year. The LGSETA
Audit Committee did not function properly due to resignation of the its former Chairperson Mr. M Boyi and other members
of the audit committee. Replacement of members took some time however towards the end of the year under review the
LGSETA had a fully functioning Audit Committee.

Mr. Sidwell Mofokeng who was appointed as Acting Chief Executive Officer of LGSETA in the last financial year, was
appointed as the Chief Executive Officer during the year under review.

INTERNAL FINANCIAL CONTROL AND RISK MANAGEMENT

Internal financial controls focused on critical risk areas identified by management, confirmed and reviewed by the Audit
Committee and accordingly evaluated by the internal auditors. The management of the financial affairs of the LGSETA is
being overseen by the Finance / Tender Committee and quarterly reports are submitted to the Executive Committee for
consideration.

@’ I

LGSETA Annual Report 2007



LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

REPORT OF THE ACCOUNTING AUTHORITY
FOR THE YEAR ENDED 31 MARCH 2007

DISCLOSURE OF REMUNERATION IN ACCORDANCE WITH TREASURY REGULATIONS
28.1, AND SECTION 55 OF THE PFMA

No remuneration or allowances are paid to the members of the Accounting Authority or any of the subcommittees of the
authority. Costs incurred for travel and accommodation are borne by the LGSETA for attending of meetings or conducting
business on behalf of the seta. The remuneration of the Chief Executive Officer and senior management staff is included
in the Accounting Authority Report in accordance with Treasury Regulations 28.1, section 55 of the PFMA and disclosed
in the table below.

Table of Disclosure of Remuneration of Chief Executive Officer and Senior Management

Basic  Travel Annual Performance Acting Med Prov. Group Housing Total Total
Salary Allowance Payment  Bonus Allowances —Aid* Fund* Life*  Allowance 2006/07 2005/06

R'000 R000 RO00 RO0O0 ROO0O ROOO ROOO ROOO ROOO ROO0O RO00

Chief Executive Officer - 304 68 = = = = 60 11 = 443 594
Appointed 01 August 2006

Learnerships Manager - Acting 96 25 28 63 93 6 20 3 = 334 567
CEO to 31 July 2006

Finance Manager 304 78 24 59 = 17 58 11 = 551 510
HR & Corporate Affairs Manager 332 82 26 66 6 34 63 11 8 628 575
ETQA Manager 145 37 55 - - 6 28 5 4 280 518
Skills Planning Manager 322 61 23 58 = 18 59 10 = 551 509
Provincial manager: Western Cape 264 63 21 52 = 25 51 9 8 493 476
Provincial manager: KwaZulu Natal 216 42 17 25 = 18 42 7 = 367 359
Provincial manager: Eastern Cape 248 54 18 46 - 12 47 8 - 433 400
Provincial manager: Pretoria (Cluster) 232 48 16 5 = = 46 8 = 355 160
Provincial manager: Free State (Cluster) 238 72 = 28 = 2 32 6 = 378 351
Provincial manager: Gauteng (Cluster) 218 60 13 24 - 12 40 7 - 374 81
TOTAL 2919 690 241 426 99 150 546 96 20 5187 5,100

* Company Contributions

COMPLIANCE WITH LAWS AND REGULATIONS

The LGSETA has gone a mile in ensuring that the objectives of the skills development strategy is being embraced in the
sector and the LGSETA s level of compliance to the Public Finance Management Act, 1999( Act No 1 of 1999) as amended
(PFMA), Treasury Regulations, Skills Development Act and the Skills Development Levies Act.

APPROVAL OF ANNUAL FINANCIAL STATEMENTS

The Annual Financial Statements have been prepared and approved by the Accounting Authority at its meeting held on
28 May 2007 in terms of section 51 (1) (f) of the Public Finance Management Act, (Act No 1 of 1999) as amended (PFMA)

AT

RS E
y.
\-/
Councillor G. Lobelo L.S. Mofokeng
Chairperson Chief Executive Officer
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

STATEMENT OF FINANCIAL PERFORMANCE

Note

REVENUE

Non-exchange revenue

Skills Development Levy: income 3

Skills Development Levy: penalties and interest 4

National Skills Fund, Government grants and donor funds 17

Exchange revenue

Investment income 5
Total revenue
EXPENSES

Non-exchange transactions

Employer grant and project expenses 6

National Skills Fund, Government grants and donor fund expenses 17

Exchange transactions

Administration expenses 7

Total expenses

NET SURPLUS/(DEFICIT) FOR THE YEAR 2

2006/07
R'000

196,264

170,968
1,177
24,119

17,395
213,659

(137,527)

(113,408
(24,119)

(19,148)

(156,675)

56,984

2005/06
R'000

192,280
152,338

1,320
38,622

16,348
208,628

(245,349)
(206,727)
(38,622)

(15,948

(261,297)

(52,669)
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LGSETA Annual Report 2007



LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

STATEMENT OF FINANCIAL POSITION

ASSETS

Current assets
Prepayments and advances
Trade and other receivables from non-exchange transactio
Trade and other receivables from exchange transactions
VAT receivable
Inventories

Cash and cash equivalents

Non-current assets
Property, plant and equipment
Intangible assets

Investments

Total assets
LIABILITIES

Current liabilities
Skills development grants payable
National Skills Fund received in advance
Trade and other payables from non-exchange transactions
Trade and other payables from exchange transactions

Provisions

Total liabilities

Net assets

NET ASSETS

Administration reserve
Employer grant reserve

Discretionary reserve

Total net assets and liabilities

Note

ns

13
14
15

16
17
18
19
20
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2006/07

R'000

292,049

2005/06
R'000

269,134

3,205
32,659
4,645
70
251,470

3,084

70
28,912
2,555

237,597

1,607
320
1,157

2,765

295,133

32,503

1,258
404
1,103

29,143
974

36
1,095
1,255

271,899

66,258

32,503

262,628

58,543
2,240
2,111
2,359
1,005

1,927
3
260,698

66,258

205,642

262,628

1,663
1,401
202,578

205,642




STATEMENT OF CHANGES IN NET ASSETS

LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

CASH FLOW STATEMENT

CASH FLOWS FROM OPERATING ACTIVITIES
Operating activities
Cash receipts from stakeholders

Levies, interest and penalties received

VAT received

Cash paid to stakeholders, suppliers and employees

Grants and project payments
Special projects

Compensation of employees
Payments to suppliers and others

VAT paid

Cash (utilised in)/generated from operations

Interest received

Net cash (outflow)/inflow from operating activities

CASH FLOW FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and
investment properties

Purchase of inventory
Disposal of investments

Net cash inflow/(outflow) from investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Grants, transfers and funds received
Increase/(decrease) in reserves

Net cash inflow from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Note

LGSETA Annual Report 2007

2006/07 2005/06
R'000 R'000
170,115 151,458
170,115 149,761
- 1,697
(191,910 (204,382
(142,555) (154,291)
(24,119) (38,622
(9,284 (7,603
(15,952) (3,431)
: (435)
(21,794) (52,924)
13,539 14,427
(8,255) (38,497)
(653) (346)
- 9
(70) -
- 4,105
(723) 3,768
22,853 23,601
22,853 23,601
13,875 (11,128)
237,595 248,723
251,470 237,595




LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

L. ACCOUNTING POLICIES
The financial statements have been prepared in accordance with the South African Statements of Generally
Accepted Accounting Practices (GAAP) including any interpretations of such Statements issued by the
Accounting Practices Board, with the effective Standards of Generally Recognised Accounting Practices
(GRAP) issued by the Accounting Standards Board replacing the equivalent GAAP Statement as follows

Standard of GRAP Replaced Statement of GAAP

GRAP 1: Presentation of financial Statements ACI101: Presentation of financial statements
GRAP 2: Cash flow statements AC118: Cash flow statements

GRAP 3: Accounting policies, changes in AC103: Accounting policies, changes in
accounting estimates and errors accounting estimates and errors

Currently the recognition and measurement principles in the above GRAP and GAAP Statements do not
differ or result in material differences in items presented and disclosed in the financial statements. The
implementation of GRAP 1, 2 & 3 has resulted in the following changes in the presentation of the financial
statements

1. Terminology differences:

Standard of GRAP Replaced Statement of GAAP
Statement of financial performance Income statement

Statement of financial position Balance sheet

Statement of changes in net assets Statement of changes in equity
Net assets Equity

Surplus/deficit Profit/loss

Accumulated surplus/deficit Retained earnings
Contributions from owners Share capital

Distributions to owners Dividends

2. The cash flow statement can only be prepared in accordance with the direct method.

3. Specific information has been presented separately on the statement of financial position such as
a. Receivables from non-exchange transactions, including taxes and transfers;
b. Taxes and transfers payable;
c. Trade and other payables from non-exchange transactions;

4. Amount and nature of any restrictions on cash balances is required.

Paragraph 11 - 15 of GRAP 1 has not been implemented due to the fact that the budget reporting standard
has not been developed by the local standard setter and the international standard is not effective for this
financial year. Although the inclusion of budget information would enhance the usefulness of the financial
statements, non-disclosure will not affect the objective of the financial statements.

The principal accounting policies adopted in the preparation of these financial statements are set out below
and are, in all material respects, consistent with those of the previous year, except as otherwise indicated.

1.1 BASIS OF PREPARATION
The financial statements have been prepared on the historical cost basis except where amounts have been
adjusted for present/fair values as required by the respective accounting standards.

1.2 CURRENCY
These financial statements are presented in South African Rand since that is the currency in which the
majority of the entity transactions are denominated.

@’ I
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

1.3 REVENUE RECOGNITION
Revenue is recognised when it is probable that future economic benefits will flow to the enterprise and these
benefits can be measured reliably.

[.31 LEVY INCOME
In terms of section 3(1) and 3(4) of the Skills Development Levies Act, 1999 (Act No. 9 of 1999), registered
member companies of the LGSETA pay a skills development levy of 1% of the total payroll cost to the South
African Revenue Services (SARS).

80% of skills development levies are paid over to the LGSETA (net of the 20% contribution to the National
Skills Fund).

The accounting policy for the recognition and measurement of skills development levy income has been
amended on the basis of a revised interpretation of the Skills Development Act, Act No 97 of 1998 and the
Skills Development Levies Act, Act No 9 of 2001.

The new accounting policy allows SETAs to recognize revenue on the receipt of the funds from the
Department of Labour in the bank account of the SETA in line with international practice for revenue
recognition on an accrual basis.

The revision was completed and issued by National Treasury on the 27th July 2007 and is effective from 1st
April 2007

The accounting policy for 2006 — 2007 is consistent with previous year policies and disclosures.

A receivable/payable is recognised for levies accrued as well as estimated SARS adjustments. An estimate due to
retrospective adjustments by SARS and outstanding levies due at year-end are based on the actual amounts
received subsequent to year end. Changes to prior year estimates are accounted for in revenue in the current year.

The LGSETA refunds amounts to employers in the form of grants, based on information from SARS. Where
SARS retrospectively amends the information on levies collected, it may result in grants that have been paid
to certain employers that are in excess of the amount the LGSETA is permitted to have granted to employers.
A receivable relating to the overpayment to the employer in earlier periods is raised at the amount of such
grant over payment and recovered from future grants payable.

Revenue is adjusted for Interseta transfers due to employers changing SETA's. Such adjustments are
separately disclosed as Interseta transfers. The amount of the Interseta adjustment is calculated according to
the Standard Operating Procedure issued by the Department of Labour issued June 2001.

When a new employer is transferred to the LGSETA, the levies transferred by the former SETA are recognised
as revenue in the current year and allocated to the respective category to maintain its original identity being
administration, employer grant and discretionary income.

1.3.2 INTEREST AND PENALTIES
Interest and penalties on the skills development levy is recognised when it accrues based on the amount
received.

1.3.3 NATIONAL SKILLS FUND, GOVERNMENT GRANTS AND DONOR FUNDS
Funds transferred by the National Skills Fund (NSF) are accounted for in the financial statements of the
LGSETA as a liability until the related eligible special project expenses are incurred, when the liability is
extinguished and revenue recognised.

Conditional government grants and other conditional donor funding received are recorded as deferred
income when they become receivable and are then recognised as income on a systematic basis over the
period necessary to match the grants with the related costs which they are intended to compensate.
Unconditional grants received are recognised when the amounts have been received.

1.34 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.

[.4.  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).

I @
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141 MANDATORY GRANTS
The grant payable and the related expenditure are recognised when the employer has submitted an
application for a skills planning grant in the prescribed form within the agreed upon cut-off period. The grant
is equivalent to 50% (2006: 50% (mandatory grant)) of the total levies paid by the employer during the
corresponding financial period.

142 DISCRETIONARY GRANTS
A SETA may out of any surplus monies determine and allocate discretionary grants to employers, education
and training providers and workers of the employers who have submitted an application for a discretionary
grant in the prescribed form within the agreed upon cut-off period. The grant payable and the related
expenditure are recognised when the application has been approved and the conditions have been met.

14.3 PROJECT EXPENDITURE
Project expenditure comprises:
- costs that relate directly to the specific contract;
- costs that are attributable to contract activity in general and can be allocated to the project; and
- such other costs as are specifically chargeable to the LGSETA under the terms of the contract.

Such costs are allocated using methods that are systematic and rational and are applied consistently to all
costs having similar characteristics.

Project costs are recognised as expenses in the period in which they are incurred. A receivable is recognised
net of a provision for irrecoverable amounts for incentive and other payments made to the extent of
expenses not yet incurred in terms of the contract.

L5 IRREGULAR AND FRUITLESS AND WASTEFUL EXPENDITURE
Irregular expenditure means expenditure incurred in contravention of, or not in accordance with, a
requirement of any applicable legislation, including the:

- PEMA,
- Skills Development Act, 97 of 1998, and the
- Skills Development Levies Act, 9 of 1999

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

All irregular and fruitless and wasteful expenditure is charged against income in the period in which they are
incurred against the related expenditure account and disclosed in a note when it has been identified.

1.6 PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment (owned and leased) are stated at cost less any subsequent accumulated
depreciation and adjusted for any impairments. Depreciation is calculated on the straight-line method to
write off the cost of each asset to estimated residual value over its estimated useful life as follows:

- Computer equipment 3- 5years
- Computer software 3- 6years
- Office furniture and fittings 5-17 years
- Office equipment 5- 15 years

The estimated useful lives of the assets are limited to the remaining period of the licence issued to the SETA
by the Minister of Labour. For the current year the remaining period is 3 years (2006: 4 years). Residual
values and useful life of assets are re-evaluated on an annual basis.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down
immediately to its recoverable amount (i.e. impairment losses are recognised.)

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying
amount and are taken into account in determining operating profit.

@ C o SSS——
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

1.7. LEASING
Finance leases as per the Treasury Regulations refers to a contract that transfers the risks, rewards, rights and
obligations incident to ownership to the lessee and is recorded as a purchase of equipment by means of
long-term borrowing. All other leases are classified as operating leases.

1.71 THE LGSETA AS A LESSEE
Leases of assets under which all the risks and benefits of ownership are effectively retained by the lessor are
classified as operating leases. Payments made under operating leases are charged to the statement of
financial performance on a straight-line basis over the period of the lease. When an operating lease is
terminated before the lease period has expired, any payment required to be made to the lessor by way of
penalty is recognised as an expense in the period in which termination takes place.

1.8  RETIREMENT BENEFIT COSTS
The LGSETA provides for retirement benefits for all its permanent employees through a defined contribution
scheme that is subject to the Pension Funds Act, 1956 as amended. In terms of the Pension Funds Act, the
fund is not required to be actuarially valued. Contributions are at a rate of 27% of pensionable emoluments
of which members contribute 7%. The LGSETA's contribution to the defined contribution plans is charged
to the statement of financial performance in the year to which they relate.

Employer contributions to the fund are expensed when money is paid to the fund.

1.9  PROVISIONS
Provisions are recognised when the LGSETA has a present obligation as a result of a past event and it is
probable that this will result in an outflow of economic benefits that can be estimated reliably. Long-term
provisions are discounted to net present value.

1.91 PROVISION FOR EMPLOYEE ENTITLEMENTS
The cost of other employee benefits is recognised during the period in which the employee renders the
related service. Employee entitlements are recognised when they accrue to employees. A provision is made
for the estimated liability as a result of services rendered by employees up to the reporting date. Provisions
included in the statement of financial position are provisions for leave (based on the current salary rates) and
bonuses.

No provision is made for post retirement benefits, as the LGSETA does not provide such benefits for its
employees.

1.9.2 PROVISIONS FOR GRANTS

Grant payments

A provision is recognised for grant payments once the specific criteria set out in the regulations to the Skills
Development Act, 97 of 1998 has been complied with by member companies and the Workplace Skills Plan
has been submitted within the cut-off period. The measurement of the obligation involves an estimate,
based on the established pattern of past practice of approval for each type of grant.

Projects

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, but has not been
accrued for or provided for, it is disclosed as commitments in the notes to the financial statements.

1.0 FINANCIAL INSTRUMENTS
Recognition

Financial assets and financial liabilities are recognised on the Seta’s statement of financial position when the
SETA becomes a party to the contractual provisions of the instrument.

All “regular way” purchases and sales of financial assets are initially recognised using trade date accounting.
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Measurement

Financial instruments are initially measured at fair value plus transaction costs directly attributable to the
acquisition or issue of the financial asset/liability. Subsequent to initial recognition these instruments are
measured as set out below.

Financial assets

The SETA’s principle financial assets are accounts and other receivable investments and cash and cash
equivalents.

Investments and loans

The following categories of investments are measured at subsequent reporting dates at amortised cost by
using the effective interest rate method if they have a fixed maturity or at cost if there is no fixed maturity:

- Loans and receivables originated by the LGSETA,;
— Held-to-maturity investments;

— An investment that does not have a quoted market price in an active market and whose fair value cannot
be measured reliably.

Cost and amortised cost are inclusive of any impairment loss recognised to reflect irrecoverable amounts. The
financial assets are subject to review for impairment at each reporting date.

Investments other than those listed above are classified as available-for-sale investments or investments held-
for-trading and are measured at subsequent reporting dates at fair value without any deduction for
transaction costs that may be incurred on sale or other disposal.

Accounts and other receivables

Accounts and other receivables are measured at amortised costs, using the effective interest rate method,
where considered applicable. Impairment losses are recognised in an allowance account where the carrying
value exceeds the present value of estimated future cash flows discounted at the original effective interest
rate.

Cash and cash equivalents

Cash and cash equivalents are measured at fair value.

Financial liabilities

The LGSETA's principal financial liabilities are accounts and other payables.

All financial liabilities are measured at amortised cost, comprising original debts less principle payments and
amortisation’s, except for financial liabilities held-for trading which are subsequently measured at fair value.

ins and | n nt m remen

Gains and losses arising from a change in the fair value of financial instruments, other than available-for-sale
financial assets, are included in net profit or loss in the period in which it arises. Gains and losses arising from
a change in the fair value of available-for-sale financial assets are recognised in net assets, until the
investment is disposed of or is determined to be impaired, at which time the net profit or loss is included in
the net surplus or deficit for the period.

Derecognition

A financial asset or a portion thereof is derecognised when the LGSETA realises the contractual rights to the
benefits specified in the contract, the rights expire, and the SETA surrenders those rights or otherwise loses
control of the contractual rights that comprise the financial asset. On derecognising, the difference between
the carrying amount of the financial asset and the sum of the proceeds receivable and any prior adjustment
to reflect the fair value of the asset that had been reported in net assets is included in net surplus or deficit
for the period.

A financial liability or a part thereof is derecognised when the obligation specified in the contract is
discharged, cancelled, or expires. On derecognising, the difference between the carrying amount of the
financial liability, including related unamortised costs, and the amount paid for it is included in net profit or
loss for the period.

i o ———
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

Eair value considerations

The fair values at which financial instruments are carried at the reporting date have been determined using
available market values. Where market values are not available, fair values have been calculated by
discounting expected future cash flows at prevailing interest rates. The fair values have been estimated using
available market information and appropriate valuation methodologies, but are not necessarily indicative of
the amounts that the LGSETA could realise in the normal course of business. The carrying amounts of
financial assets and financial liabilities with a maturity of less than one year are assumed to approximate their
fair value due to the short-term trading cycle of these items.

Offsetting

Financial assets and financial liabilities are offset if there is any intention to realise the asset and settle the
liability simultaneously and a legally enforceable right to set off exists.

I.I1 ~ RESERVES
Net assets are sub-classified in the Statement of Financial Performance between the following funds and
reserves:

- Administration reserve
- Employer grant reserve
- Discretionary reserve
- Accumulated 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).

Member employer company levy payments are set aside in terms of the Skills Development Levies Act and
the regulations issued in terms of the Act, for the purpose of:

2006/07 2005/06
% %
Administration costs of the LGSETA 10 10
Mandatory Workplace Skills Planning Grant and ATR’s 50 50
Discretionary grants and projects 20 20
80 80

In addition, contributions received from public service employers in the national or provincial spheres of
government may be used to pay for its administration costs.

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.

The net surplus/deficit is allocated to the administration reserve, the mandatory grant reserve and the
discretionary fund reserve based on the above.

Surplus funds in excess of the net carrying value of fixed assets are moved to the discretionary fund reserve
from the administration reserve and unclaimed mandatory grant income from the mandatory grant reserve
when a Workplace Skills Plan has not been received within the cut-off period.

12 COMPARATIVE FIGURES
Where necessary, comparative figures have been adjusted to conform to changes in presentation in the
current year.
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

3 SKILLS DEVELOPMENT LEVY INCOME

2006/07 2005/06
R'000 R'000
Levy income: Administration 21,340 19,015
Levies received 20,433 18,987
Levies received from SARS 20,447 18,800
Interseta transfers in - 457
Interseta transfers out (14) (270)
Movement in levies accrued 907 28
Levy income: Employer Grants 107,191 95,457
Levies received 102,727 98,416
Levies received from SARS 102,794 97,489
Interseta transfers in 2 2,285
Interseta transfers out (69) (1,358)
Movement in levies accrued 4,464 (2,959)
Levy income: Discretionary Grants 42,435 37,867
Levies received 42,375 34,552
Levies received from SARS 42,401 34,173
Interseta transfers in 1 914
Interseta transfers out (27) (535)
Movement in levies accrued 60 3,315
170,968 152,338
4, PENALTIES AND INTEREST
Skills Development Levy: Penalties 749 556
Skills Development Levy: Interest 428 764
1,177 1,320
5. INVESTMENT INCOME

Interest income
Interest received 9,975 9,611
Fair value adjustment 54 34
Interest receivable 3,810 1,887
Interest received on current bank accounts 3,556 4816
17,395 16,348
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LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY

ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

6. EMPLOYER GRANT AND PROJECT EXPENSES

Note 2006/07 2005/06
R'000 R'000
Mandatory grants 85,866 175,712
Disbursed 114,278 121,027
Movement in provisions and accruals (28,412) 54,685
Discretionary grants 14,995 16,990
Disbursed 14,865 18,681
Movement in provisions and accruals 130 (1,691)
Project expenditure 12,547 14,025
Disbursed 13,664 13,999
Movement in provisions and accruals (1.117) 26
113,408 206,727
7. ADMINISTRATION EXPENSES
Depreciation 242 663
Amortisation 121 286
Loss on disposal of property, plant and equipment 24 7
Loss on disposal of investments - 68
Operating lease rentals 1,136 932
Buildings | 1,136 | | 932 |
Maintenance, repairs and running costs 666 598
Property and buildings 424 390
Machinery and equipment 242 208
Advertising, marketing and promotions, communication 2,790 2,145
Entertainment expenses 232 148
Consultancy and service provider fees 2,384 1,612
Legal fees 114 132
Cost of employment 7.1 9,284 7,603
Travel and subsistence 1,153 1,151
Staff training and development 184 91
Remuneration to members of the audit committee 32 55
External auditor's remuneration 396 260
Other 390 197
General Operational Expenses 278 113
Internal Audit Fees 112 84
19.148 15,948
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7.1

9.1

LGSETA Annual Report 2007

COST OF EMPLOYMENT

2006/07 2005/06
R'000 R'000

Salaries and wages 7,758 6,278
Basic salaries 7,293 5,862
Leave payments 465 416
Social contributions 1,526 1,325
Medical aid contributions 351 359
Pension contributions: defined contribution plans 1,141 940
UIF 34 26
9,284 7,603

Allocation of costs of employment
Administration expenses 7 9.284 7,603
9,284 7,603
Average number of employees 39 34

Refer to the report of the Accounting Authority for disclosure concerning the emoluments of members of the
Accounting Authority, the Chief Executive Officer and Senior Managers.

PREPAYMENTS AND ADVANCES

2006/07 2005/06
R'000 R'000
Prepaid Expenses 3,205 70
3,205 70

TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS

Skills development levy debtors 32,659 28912
Admin levy debtors 4,042 3,131
Employer grant levy debtors 20,137 15,648
Discretionary grant debtors 8,349 6,461

Interseta debtors = 3,671

Interest & Penalties 41 -

RETROSPECTIVE AMENDMENTS BY SARS

SARS receivable
Opening carrying amount 2,642 740
Estimated adjustments included in levies received 3,974 5,278
Net effect of SARS adjustments for the current year (4,026) (3,376)
Closing carrying amount 2,590 2,642

EMPLOYER RECEIVABLE

Amounts written off - (66)

Net effect of SARS retrospective adjustments on affected employers = =
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10.  TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS

Sundry debtors
Deposits
Interest receivable

Staff Loans - Short term

Closing carrying amount

11. INVENTORIES

Opening carrying amount

Amounts utilised
Inventory

12.  CASH AND CASH EQUIVALENTS

Cash at bank and in hand

Cash at bank
Cash on hand

Short term investments/instruments

Cash and cash equivalents at end of year

2006/07 2005/06

R'000 R'000

787 629

30 20

3,810 1,886

18 20

4,645 2,555

70 -

70 =

69,221 67,210

69,212 67,197

9 13

182,250 170,388

251,470 237,597

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 three months or less 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.

13.  PROPERTY, PLANT AND EQUIPMENT

Year ended 31 March 2007

Computer equipment
Office furniture and fittings
Office equipment

Balance at end of year

Year ended 31 March 2006
Computer equipment

Office furniture and fittings
Office equipment

Balance at end of year

Accumulated Closing
depreciation/ carrying
Cost impairment amount
R'000 R'000 R'000
1,594 (841) 753
1,182 (694) 488
760 (394) 366
3,536 (1,929) 1,607
Accumulated Closing
depreciation/ carrying
Cost impairment amount
R'000 R'000 R'000
1,543 (982) 561
1,106 (691) 415
590 (308) 282
3,239 (1,981) 1,258
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Opening Depreciation/ Accumulated Closing
carrying Amortisation Depreciation on carrying
amount Additions Disposals charge disposals amount
R'000 R'000 R'000 R'000 R'000 R'000
Movement summary 2007
Computer equipment 561 356 (305) (144) 286 753
Office furniture and fittings 415 89 (13) (12) 9 488
Office equipment 282 170 = (86) = 366
Balance at end of year 1,258 615 (318) (242) 295 1,607
Movement summary 2006
Computer equipment 870 81 (44) (374) 28 561
Office furniture and fittings 547 62 - (194) - 415
Office equipment 174 203 - (95) - 282
Balance at end of period 1,591 346 (44) (663) 28 1,258

14.  INTANGIBLE ASSETS

Accumulated Closing
amortisastion/ carrying
Cost impairment amount
Year ended 31 March 2007 R'000 R'000 R'000
Computer software 1,069 (749) 320
Year ended 31 March 2006
Computer software 1,032 (629) 404
Carrying Accumulated Closing
amount Amortisation Depreciation on amount
2006 Additions Disposals charge disposals 2007
R'000 R'000 R'000 R'000 R'000 R'000
Movement summary 2007
Computer software 403 38 - (121) - 320
Movement summary 2006
Computer software 690 = = (286) = 404
15, INVESTMENTS 2006/07 200506
R'000 R'000
Open carrying amount 1,103 5,241
Additions = -
Disposals = (4,173)
Fair value adjustments 54 35
Closing carrying amount 1,157 1,103

The Skills Development Act Regulations states that a SETA may, if not otherwise specified by the Public Finance
Management Act, invest the moneys in accordance with the investment policy approved by the relevant SETA.
Treasury Regulation 31.3 requires that, unless exempted by the National Treasury, the SETA as a public entity
that are listed in Schedule 3A of the Act must invest surplus funds with the Corporation for Public Deposits.

The above investments includes an endowment policy valued at R1 million. Due to the nature of the
endowment policy the former Financial Manager was listed as being the life insured. The former Financial
Manager has ceded all rights of the endowment policies to the LGSETA. The former Financial Manager has
confirmed in writing that in the event of her death, her beneficiaries shall have no claim to any proceeds

arising from the endowment policies.
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ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2007

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

16.  SKILLS DEVELOPMENT GRANTS AVAILABLE
Discretionary
Mandatory Discretionary  Grants -
Grants Grants Projects  2006/07 2005/06
R'000 R'000 R'000 R'000 R'000
Opening carrying amount 54,685 1,470 2,388 58,543 7,293 7,088
Amounts utilised (54.685) (1,470) (2,388) (58,543) (7,293) (7,088)
Change in estimate 26,273 1,600 1,270 29,143 58,543 7,293
Closing carrying amount 26,273 1,600 1,270 29,143 58,543 7,293
Current 26,273 1,600 1,270 29,143 58,543 7,293
Total 26,273 1,600 1,270 29,143 58,543 7,293
An amount of R26.2 million for Mandatory grants is payable to employers in April 2007. As the criteria set
out in the regulations to the Skills Development Act, 97 of 1998 has been complied with by member
companies, a provision of R15 million been recognised for grant payments based on the Skills Development
levy income for February and March 2007.
17. NATIONAL SKILLS FUND: GOVERNMENT GRANTS AND DONOR FUNDING
2006/07 2005/06
R'000 R'000
National Skills Fund
Opening balance 2,240 17,261
Received during the year 22,853 23,601
Community Development Workers Programme 22493 22,889
Interest received 360 712
Utilised and recognised as revenue
Conditions met:
Community Development Workers Programme (24,119) (38,622)
Closing Balance 974 2,240
Total 974 2,240

During the current year

18.  TRADE AND OTHER PAYABLES FROM NON-EXCHANGE TRANSACTIONS

Interseta payables
Levies received in advance

Note

28

19. TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

Service provider fees outstanding

Accruals

2006/07 2005/06
R'000 R'000
36 2,111
- 2,111
36 .
2006/07 2005/06
R'000 R'000
1,095 2,359
756 689
339 1,670
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20.  PROVISIONS

Employee Employee
leave bonus 2006/07 2005/06
provision provision
R'000 R'000 R'000 R'000
Open carrying amount 877 128 1,005 1,589
Amounts utilised (241) (1,052) (1,293) (1,313)
Change in estimate 465 1,078 1,543 729
Closing carrying amount 1,101 154 1,255 1,005
Current 1,101 154 1,255 1,005
Total 1,101 154 1,255 1,005

The provisions for employee leave provision has resulted from services rendered by employees and are based
on the liability for leave due at 31 March 2007.

Annual bonuses forms part of the total cost to company remuneration package and a provision has been
raised based on the amounts due to employees as at 31 March 2007.

21, RECONCILIATION OF NET CASH FLOW FROM OPERATING ACTIVITIES TO NET

(DEFICIT)/SURPLUS
Note 2006/07 2005/06
R'000 R'000

Net (deficit)/surplus as per statement of financial performance 56,984 (52,669)
Adjusted for non-cash items:

Depreciation 242 661

Amortisation 121 286

Loss on disposal of property, plant and equipment 24 7

Loss on disposal of investments = 68

Increase in provisions relating to employment 250 (584)

Special project income recognised (24,119) (38,622)
Adjusted for items separately disclosed

Investment income (13,593) (16,348)
Adjusted for working capital changes:

Increase/(decrease) in prepayments (3.135) (70)

Increase/(decrease) in receivables (5.838) (3.896)

(Decrease)/Increase in payables (32,738) 56,981

Movement in VAT receivable = 1,262

Cash (utilised in)/generated from operations (21,802) (52,924)

22, CONTINGENCIES
In the event that the former CEO wins his case against the LGSETA it is possible that the LGSETA may suffer
an estimated loss of R690,000.

In terms of the PFMA, all surplus funds as at year-end may be forfeited to National Treasury.

A request for the accumulation of surplus funds has been submitted to National Treasury. At the time of
compiling the financial statements, no reply had been received from National Treasury to retain surplus funds.

23. COMMITMENTS
231 DISCRETIONARY RESERVE

Of the balance of R260 million available in the Discretionary Reserve at the end of March 2007, an amount
of R76 million has been allocated and approved by the Accounting Authority for projects and skills priorities
as set out below. Amounts for expenses that have already been contracted or incurred, and therefore
included in grant expenses in the statement of financial performance, are also included.

I @
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS

23.2  OPERATING LEASES

Total of future minimum lease payments under non-cancellable leases:

2006/07 2005/06

R'000 R'000
Not later than one year 922 833
Later than one year and not later than five years 1,722 2,586
Later than five years = =
2,644 3,419

The operating lease relates to building premises used for office accommodation. Lease agreements for the
LGSETA's provincial offices have been entered into effective December 2003 for a period of three years,
expiring in November 2006. The LGSETA Head Office lease was entered into effective 1 May 2005,
operational for a period of five years. New leases for provincial offices have been negotiated for a period of
three years. The rental for Head Office escalates annually with 8% and provincial offices on average between
8 - 10%.

24. MATERIAL LOSSES THROUGH CRIMINAL CONDUCT, IRREGULAR, FRUITLESS &
WASTEFUL EXPENDITURE

Irregular expenditure

Mandatory Grant payments amounting to R4.174 million for current year and R981 000 for prior year were
made to the municipalities who submitted their WSP/ATRs after 30th June 2006.

25, EVENTS AFTER REPORTING DATE
The Financial Manager resigned and has subsequently lodged a dispute with the CCMA.

26.  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.
Interest rate risk

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

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

I @
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Non-interest Effective
Fixed Floating bearing interest rate TOTAL
Amount Amount Amount
Year ended 31 March 2007 R'000 R'000 R'000 R'000
Assets
Investments 1,157 3.6% 1,157
Cash - cash in bank 69,212 5.5% 69,212
Petty cash/cash on hand 9 9
Short term investments 182,250 7.1% 182,250
Accounts receivable 37,374 37,374
Total financial assets 182,250 70,369 37,383 290,002
Liabilities
Grants payable (29,143) (29,143)
Accounts payable (36) (36)
Total financial liabilities (29,179) (29,179)
Net financial assets 182,250 70,369 8,204 260,823
Non-interest Effective
Fixed Floating bearing interest rate TOTAL
Amount Amount Amount
Year ended 31 March 2006 R'000 R'000 R'000 R'000
Assets
Investments 1,103 8.4% 1,103
Cash - cash in bank 67,197 2.8% 67,197
Petty cash/cash on hand 13 13
Short term investments 170,388 7.7% 170,388
Accounts receivable 31,467 31,467
Total financial assets 170,388 68,300 31,550 270,238
Liabilities
Grants payable (58,541) (58,541)
Accounts payable (2,111) (2,111)
Total financial liabilities (60,652) (60,652)
Net financial assets 170,388 68,300 (29,102) 209,586
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 through the approval of their investment policy in terms
of Treasury Regulation 31. The LGSETA's exposure is continuously monitored by the Chief Executive Officer
and the Finance Committee 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.

@ o S————
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27.

LGSETA Annual Report 2007

Liguidity 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.

Market risk

The LGSETA is exposed to fluctuations in the employment market for example sudden increases in
unemployment and changes in the wage rates. No significant events occurred during the year that the
LGSETA are aware of.

Fair values

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.

The following methods and assumptions are used to determine the fair value of each class of financial
instruments:

Cash and cash equivalents

The carrying amount of cash and cash equivalents approximates fair value due to the relatively short-term
maturity of these financial assets.

Accounts receivable

The carrying amount of accounts receivable, net of allowance for bad debt, approximates fair value due to
the relatively short-term maturity of these financial assets.

Investments
The fair value of publicly traded investments is based on quoted market prices for those investments

Accounts payable

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

ERRORS

The following errors occurred in the prior year and as a result the comparative figures have been restated:

1. An error occurred in the prior annual financial statements as a result of Investments to the value of R137
012.37 (R128 764.28 prior year) being disclosed as Cash an Cash Equivalents.

2. Project Creditors from prior years amounting to R1 771 560 have been reversed. This amount is for
liability raised in 2004/05 financial year for contracts of an onerous nature.

The net effect of the transactions are as follows:

Administration Employer grant  Discretionary

2005/06 reserve reserve reserve Total

R'000 R'000 R'000 R'000
Effect on net surplus - - 129 129
Increase in investments - - (129) (129)
Decrease in Cash and Cash equivelants - - - -
Total = = 2 =
Effect on accumulated surplus - - 1,771 1,771
Decrease in accounts payable = = = =
Total - - 1,771 1,771
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28.  RELATED PARTY TRANSACTIONS
Transactions with other SETA’s

Interseta transactions and balances arise due to the movement of employers from one SETA to another. No
other transactions occurred during the year with other SETA's

The balances at year-end included in receivables and payables are:

2006/07 2005/06
R'000 R'000

Amount Amount
Transfers in/(out) receivable/  Transfers in/(out) receivable/

during the year (payable) during the year (payable)
Receivables 3 - 3,671 3,671
ENERGY SETA - - - -
FASSET 3 - - -
Payables 110 - 2,166 2,111
ENERGY SETA 44 - 2,111 2,111
SERVICES 66 - 8 -
AGRI SETA - - 47 -
Total (107) = 1,505 1,560

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 related parties:

2006/07 2005/06
R'000 R'000
Organisation Accounting Transaction type Amount of the Amount of the
Authority Member transaction transaction
Pixley Ka Seme Municipality Clir. H Jenkins Learnership, ABET 131 294
& Internship Grants
Bophirima Municipality Clir. G Lobelo Learnership/ABET Grant 2,200 111
IMATU - Ethekwini Municipality Mr. K Goodsell Learnership/Internship Grant 3,601 1,585
SAMWU - Lekwa Municipality Ms. B Tilly Learnership/ABET Grant 134
IMATU - Ekurhuleni Municipality Mr. W Killian Learnership/ABET Grant 270 108
SAAWU - Johannesburg Water Ms. T Voight Learnership Grant 105 278
SALGA Adv M Yawa Learnership Grant 77
SALGA Mr. P Raedeni =
SALGA Mr. T Mthetwa
SALGA Mr. S Mbatha
Total 6,384 2,509

The above transactions occurred under terms that were no less favourable than those available in similar
arm's length dealings.

29.  TAXATION
No provision has been made for taxation as the LGSETA is exempt from income tax in terms of Section 10 of
the Income Tax Act.
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