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Vision & Mission

Vision
To establish the LGSETA as central to the success of enhanced skill development strategies and 
the development of local government into efficient, frontline development agencies, integrat-
ing 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 
realize.

Mission
To bring about more effective co-ordination of capacity building and skills development initia-
tives 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 ac-
cordance 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 pro-•	
grammes, 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 add a special history in the second 
license period of the LGSETA. The Skills Colloquium which 
was held on 28-29 May 2007 enabled all constituent rep-
resentatives from the local government sector in shaping 
training and development within the sector.  The constituent 
members’ representing:

IMATU•	
SALGA•	
SAMWU•	
DPLG•	
NHTL and including members of parliament from the •	
portfolio committee of provincial and local government 
led by the Chairperson of the Committee, honourable 
member Mr. Tsenoli, were able to contribute meaning-
fully and effectively on the new direction that the LGSETA 
must follow in order to add value in matters of training 
and development that would improve lives of commu-
nities. The following are some of the resolutions that were 
adopted at the Skills Colloquium referred to:

1.	 The LGSETA must assert its role within the sector and 
engage relevant structures by communicating 
adequately the findings of the Sector Skills Plan (SSP) 
research outcomes 

2.	 LGSETA must engage employers to ensure that the 
roles and functions of the SDF are elevated to the 
correct level where proper accountability is well 
placed

3.	 LGSETA must ensure that internal monitoring in munici-
palities is being implemented through the workplace 
training committee

4.	 Municipalities that have not or failing to submit WSP 
must not  only forfeit their levy but must also be pe-
nalised with regard to discretionary grants

5.	 The LGSETA must coordinate and work together with 
Further Education Training, SALGA, DPLG, and Private 
Training Providers operating in local government to 
articulate a common approach towards training

6.	 Re-establishment of  the Municipal Training Centre 
system to provide accredited training and support 
LOGOLA initiatives

7.	 LGSETA must approach Department of Labour to 
increase 10% threshold limit on administration to en-
able the seta to have physical presence and provide 
required capacity in all provinces

8.	 LGSETA to enhance mentoring and coaching initia-
tives and support of RPL in strengthening and sustain-
ing the required capacity within the sector 

In the year under review the LGSETA worked with relevant 
stakeholders to ensure that the above mentioned resolu-
tions are in place and impact made within the sector in-
cluding achievement thereof through these resolutions will 
be covered in the next annual report.  Pertaining to training 
of traditional leadership much has been achieved and the 
following are listed as such:

Completed the development of training materials ( LED •	
and Community Development)

National Launch for training of traditional leaders was •	
held during the year under review
Funds for training have been transferred to various pro-•	
vincial government departments 
Translation of materials in all nine indigenous languages •	
has been completed

Actual training is expected to commence during the first 
quarter of the next financial year. The LGSETA together with 
National House of Traditional leaders will be considering 
possibilities of establishing a full qualification of traditional 
leadership.  Much is expected from LGSETA with regard to 
training and development and one is convinced that with 
the current support and hard work shown by all our stake-
holders, the LGSETA is geared to deal with challenges of 
training within our sector.   

In conclusion I would like to thank the Authority, Stakehold-
ers, the CEO, Management and staff for their tireless effort 
and hard work to ensure that the LGSETA is able to achieve 
its targets and will further contribute more meaningfully in 
changing the lives of communities through the projects 
implemented in the sector. 

Mr. T.S. Maloka
Chairperson: LGSETA
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Chief Executive Officer’s Report

The period under review for LGSETA has been an exciting 
one seeing the members of parliament, national house of 
traditional leaders together with all stakeholders from the 
local government sector for the first time in the history of the 
LGSETA all participants tackling matters relating to training 
and development within the sector. The skills colloquium 
convened by the seta enabled the above mentioned 
stakeholders to give direction to the seta and enable the 
seta to prioritise matters that need immediate attention in 
training and development. 

Highlights1.	
The LGSETA has seen some of its initiatives turning 
into success stories that support the existence of 
the LGSETA within the sector during the period under 
review and this is evident through programmes and 
initiatives stated below.

Sector Skills Planning 1.1	
In terms of the Skills Development Act, each SETA 
is obliged to develop a Sector Skills Plan (SSP) and 
annual updates for submission to the Department of 
Labour. The quality of the information and the analy-
sis contained within the LGSETA SSP is recognised as 
being credible and containing useful insights into the 
sector. 

The 2007/8 process reconfirmed these findings. 
Accordingly, the LGSETA has engaged in a series of 
discretionary grant funded projects to attempt to as-
sist the local government sector in addressing these 
skills gaps.

Research:1.2	
SSP research was conducted into scarce skills in the 
sector. These findings were incorporated into our 
Sector Skills Plan update, which was signed off by 
the DPLG and was approved by the Department of 
Labour in February 2008.

Table 1: LGSETA Strategic Priorities.

Strategic Priority Area: Project Name: Mode of Delivery:
Infrastructure and service delivery Infrastructure asset mainte-•	

nance
Labour intensive construction •	
(EPWP)
Electricity reticulation•	
Water services•	
Roads•	

RPL•	
Learnership•	
Skills programme•	
Internship•	
Bursary•	
Apprenticeship•	

Financial viability Property valuation•	
Audit and procurement•	
Municipal finance•	

RPL•	
Learnership•	
Skills programme•	
Internship•	
Bursary•	

Community based participation and 
planning

Ward committees•	
Planning•	
IDP s•	
LED•	

RPL•	
Learnership•	
Skills programme•	
Internship•	

Management and leadership Training committees•	
Councillors•	
Municipal Leadership Devel-•	
opment

RPL•	
Learnership•	
Skills programme•	

ABET Municipal Employees•	 Structured learning•	
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The basis of the scarce skills research is the Workplace 
Skills Plans submitted by municipalities and municipal 
entities. The LGSETA has a 90% submission rate of 
WSPs from the sector, of a steadily improving qual-
ity. As a result our data on the sector is becoming 
increasingly accurate.

The updated scarce skills listing has been distributed 
to the sector and Skills Development Facilitators in the 
sector have been trained in the use of the scarce 
skills guide.

In addition, to training on the scarce skills guide the 
SDFs have been trained on the use of the new WSP 
template, guideline and quality criteria.

A new quarterly monitoring reporting schedule has 
been distributed to municipalities, allowing the LG-
SETA to capture the levels of training undertaken in the 
sector more accurately, and allowing us to fulfil our 
reporting obligations to the Department of Labour.

Comparative WSP submissions
Municipal 

Type
2004/2005 2005/2006 2006/2007 2007/2008

Sub-
mit-
ted

Total %
Sub-
mit-
ted

Total %
Sub-
mit-
ted

Total %
Sub-
mit-
ted

Total %

Metros 6 6 100% 5 6 83% 5 6 83% 6 6 100%

District 37 47 79% 27 47 57% 38 46 83% 43 46 93%

Local 177 233 76% 145 234 62% 181 231 78% 206 231 89%

Total 220 286 77% 177 287 62% 224 283 79% 255 283 90%

Traditional Leadership
Following the initial phases of conducting Skills Audits 
and running Provincial workshop throughout the coun-
try, a Project Steering Committee was established 
to deal with the entire process of development of 
material for the following fields as approved by both 
national and provincial houses:

Local Economic Development•	
Community Development•	

The above mentioned training modules were con-
sidered critical and formed part of the training needs 
extracted from the forty six (46) list of training needs 
identified both from national and provincial work-
shops conducted during the period of September 
2006-February 2007. 

Other training identified for traditional leaders, Head 
men (Izinduna) and structures that support traditional 
leadership included among others:

Land use and mineral rights•	
Legislation •	
Computer training•	

Dispute resolutions (to mention a few) will be at-
tended by the LGSETA through MOUs with other setas 
and cooperation with other relevant government 
departments and institutions.

The steering committee referred to above, comprises 
of:

NHTL•	
UNISA•	
LGSETA•	

Material Developers•	
DPLG•	

The roll-out plan covers the following aspects:
Identification/Selection of learners.•	
Signing of Agreements with Provincial Govern-•	
ments
Translation of training materials.•	
Accreditation of providers•	
Provincial launches•	
Procurement (Training Providers)•	
Commencement date of training.•	
Induction of Learners. •	

Identification of learners1.2.1	

Suitably qualified learners for this training programme 
are required to be in possession of at least NQF three 
(3) upwards.

The process of selection of learners was tasked to 
the Provincial Houses as well as the Provincial Depart-
ments of Local Government & Traditional Affairs as 
follows:

Both Provincial Houses and Provincial DPLG will coor-
dinate the selection of learners assisted by the LGSETA 
Provincial offices.

Province
Number Of  

Learners
Skills Programme 

Preferred
Status

Limpopo/
Mpumalanga

84 (LMP), 50 (MPL)
Local Economic 
Development

Complete 

Gauteng/
North-West

60 learners per skills 
programme

Local Economic 
Development/ 
Community 
Development

Completed 
in North 
West

Eastern Cape 120 learners
Local Economic 
Development

Complete 

Free State 30 learners

Local Economic 
Development/ 
Community 
Development & 
ABET

Complete 

Northern Cape Pending Complete 

Kwa-Zulu Natal
High concentration 
to be from Ethekwini 
Municipality.

Local Economic 
Development 

In Progress 

Signing of agreements with provincial govern-1.2.2	
ments.

Thus far funding agreements have been signed with 
the following provincial governments:

Limpopo•	
Mpumalanga•	
North- West•	
Eastern Cape•	
Free State•	

However, it should be noted that progress is being 
made in fast-tracking the signing of contracts in the 
other remaining province.  The LGSETA hopes that this 
matter will be concluded by the end May 2008.
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	Translation of training material1.2.3	

The original training materials were written in english.  
However, a request was made that training materials 
be translated to the various indigenous languages.

During the year under review, training materials were 
translated into the following languages:
(i)	 IsiXhosa
(ii)	 SePedi
(iii)	 SeSotho
(iv)	 SeTswana
(v)	 IsiZulu
(vi)	 IsiSwati
(vii)	 TshiVenda
(viii)	 XiTsonga
(ix)	 IsiNdebele

Procurement of training providers1.2.4	

In terms of PFMA and LGSETA procurement policy 
accreditation for this project does not necessarily 
equate automatic appointment. It must be noted 
that the procurement of training providers rests with 
the provincial departments and as such training 
providers will still have to adhere to the procurement 
processes of these departments. However, the LGSETA 
will be involved, together with the various depart-
ments, in ensuring that the quality of training is not 
compromised when choosing a service provider.

Terms of reference for submission of quotations will 
include, but not limited to the following aspects:

Appropriate accreditation by the LGSETA particu-•	
larly on training and development of traditional 
leadership
Knowledge of subject matter in reference to LED •	
and community development 
Familiarity with relevant tradition and customs.•	
Familiarity with matters of protocol •	
Understanding of legislation pertaining to Local •	
Government and Traditional Leaders.
Clear delivery strategy for the skills programmes•	
CVs and proof of registration as ETDP Practition-•	
ers.
Costs to cover facilitation of training of each •	
learner, per day
Learners must not exceed twenty (20) in a class•	

Provincial launches1.2.5	

Since the national launch that took place in August 
2007, provinces have shown a keen interest in having 
provincial launches in a bid to create awareness and 
publicity for these skills programmes. 

Provincial departments that wish to have a provincial 
launch for the programmes were encouraged to do 
so; however, these departments will be responsible to 
fund certain portions of the event (travelling and ac-
commodation). The LGSETA provincial office will only 
assist the provinces with relevant exhibition materials 
and any logistical support which may be required for 
this purpose in creating awareness and publicity of 
the project. 

To date, only one (1) province out of the four (4) prov-
inces that have received funding from the LGSETA 
has confirmed a date for this purpose.

Commencement of training1.2.6	

The four funded provinces have committed to en-
sure that training will commence by not later than the 
second quarter of the 2008/2009 financial year.

Much work has been done by the LGSETA in prepara-
tion of the delivery of this training programme. 

To ensure that the programme becomes a success, 
maximum cooperation and effort is of critical impor-
tance and is required of all of us, including stakehold-
ers.  The LGSETA is looking forward to the first intake of 
learners to commence training in the first quarter of 
the 2008/2009 financial year. 

ABET1.3	
A feasibility study was commissioned and concluded 
on assessing the possibility of developing a custom-
ised ABET programme relevant to the sector’s specific 
needs. A tender was launched and awarded to a 
consortium comprised of UNISA ABET Institute, and 
the SA Institute for Distance Education.

It is hoped that the introduction of a streamlined 
focused ABET programme targeted specifically at 
the needs of our sector will improve the participation 
rates for ABET in our sector. Currently, the position is 
as follows:

Province Total No. Of Learners

Eastern Cape 116

Free State 364

Gauteng 237

Kwa-zulu/Natal 87

Limpopo 94

Mpumalanga 309

North West 88

Northern Cape 51

Western Cape 529

Total 1875

Discretionary grant funded strategic 1.4	
projects and scarce skills initiatives

South African Council for the Property Valuers 1.4.1	
Profession (SACPVP)

The 2006/7 SSP review demonstrated a lack of ca-
pacity within the sector to implement the Municipal 
Property Rates Act. Consequently, the LGSETA ap-
proved 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 commit-
ted to this project over a three year period. 
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This amount will provide bursaries for 50 students p.a. 
(150 bursaries over 3 years) and internships for 100 
students over 3 years. Currently, 100 bursaries have 
been awarded ( 2007 = 50, 2008= 50). However, 
only 11 interns have been placed in municipalities to 
date, due to a scarcity of suitable mentors. Currently, 
the position is as follows:

Bursary programme

Province No. Of Learners

Eastern Cape 15

Free State 7

Gauteng 2

Kwa-Zulu/Natal 4

Limpopo 8

Mpumalanga 4

North West 6

Northern Cape 0

Western Cape 0

Total 46

Internship programme

Province No. Of Interns

Eastern Cape 0

Free State 0

Gauteng 2

Kwa-Zulu/Natal 2

Limpopo 0

Mpumalanga 1

North West 6

Northern Cape 0

Western Cape 0

Total 11

South African Institution for Civil Engineers (SAICE)1.4.2	

The 2005/6 SSP Review revealed a severe shortage 
within in the sector of suitably qualified engineers and 
engineering technicians, which affects the sectors 
capacity to deliver services. Consequently, funding 
was set aside for both bursaries and internships and 
SAICE was contracted to administer the project. 

The project has been running for 3 years and 60 engi-
neering bursaries have been awarded to municipal 
employees wishing to further their studies in engineer-
ing (part time studies). A total of 240 engineering 
interns have been placed at municipalities over the 
three-year period. The project is scheduled to con-
tinue until 2010. Currently, the position is as follows:

Bursary programme

Province No. Of Learners

Eastern Cape 3

Free State 3

Gauteng 2

Kwa-Zulu/Natal 2

Limpopo 2

Mpumalanga 3

North West 2

Northern Cape 4

Western Cape 3

Total 24

Internship programme

Province No. Of Interns

Eastern Cape 0

Free State 0

Gauteng 4

Kwa-Zulu Natal 0

Limpopo 1

Mpumalanga 0

North West 9

Northern Cape 0

Western Cape 0

Total 14

Institute of Municipal Finance Officers (IMFO)1.4.3	

The Institute of Municipal Finance Officers was 
contracted to administer bursaries and internship 
schemes in municipal finance in an attempt to assist 
municipalities achieve the required competence 
levels in their finance departments. The focus of 
these schemes was informed by the inadequately 
qualified internal audit personnel in municipalities. 
An amount of R7,9 million has been committed to 
this project over a one-year period. This amount will 
provide bursaries for 100 students and internships for 
100 students per annum. Bursaries will be awarded, 
and interns placed during April.  This initiative does 
not specify which areas that it will be touching and 
how municipalities will benefit. Currently, the position 
is as follows:
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Bursary programme

Province No. Of Learners

Eastern Cape 0

Free State 1

Gauteng 15

Kwa-Zulu/Natal 1

Limpopo 6

Mpumalanga 0

North West 5

Northern Cape 0

Western Cape 0

Total 28

Local Government Network (LGNET)/Local Govern-1.4.4	
ment Resource Centre (LGRC)

The above project is funded by LGSETA and initiated by 
the Development Bank of Southern Africa (DBSA). An 
amount of R5m was set aside for the implementation 
of the project during the 2007/08 period and DBSA 
was contracted to administer the project. About 144 
Municipalities will acquire basic Information Technol-
ogy knowledge and skills through this project. To date 
20 municipalities have completed their training (223 
officials).

Local government skills audit:1.4.5	

In conjunction with DPLG, SALGA, SAMWU and IMATU, 
the LGSETA is implementing the sector wide skills audit 
of all municipal staff. The skills audit commenced in 
August 2007 and is scheduled to be completed by 
2010. The section 57 skills audit process has been 
fast tracked and will be completed by November 
2008. To date, approximately 15 municipalities have 
been completed. A further outcome of the skills audit 
will be the establishment of recommendations and 
guidelines for staffing norms and organograms linked 
to service delivery needs.

The learnership department2.	
The learnership department has a central service func-
tion 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 learnership department is closely linking with the 
provincial structures of the LGSETA. Further more the 
learnership department is also responsible for the 
disbursement of discretionary grants for the payment 
of municipalities. 

The learnership department is also closely cooperat-
ing with the SSP and the ETQA department. Based 
on the analysis of the Workplace Skills Plans the SSP 
department provides the information about the train-
ing needs which forms the basis to initiate scoping 

exercises and workshops. In such workshops the sub-
ject 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 qualifi-
cation 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 learnership 
department is to support the implementation of 
quality training with the commissioning and provision 
of comprehensive training and support material to 
accredited training providers. 

Implementation statistics for learnerships2.1	
In the 2007/08 financial year, municipalities at all 
levels increasingly implemented a wide range of 
Learnerships. A total of 4933 learners that is both 4.1 
(unemployed) and 2.8 (employed ) learners  took up 
learnerships.  The total number of  employed learners 
who took up learnerships is 2954 and unemployed is 
1979. 

The statistics below reflects the total number of  learn-
ers who completed the various learnerships in the 
past year.

Learnership Learners

Community Development Worker (CDW), NQF 
4

102

Admin & Finance, NQF 3 58

Admin & Finance, NQF 4 222

Admin & Finance, NQF 5 26

Local Economic Development, NQF 4 48

Contact Centre Support, NQF 2 8

Emergency Services Operations, NQF 5 168

Fire and Rescue 57

End User Computing 100

ODETDP 11

Electrical Distribution (NQF 2) 52

Electrical Distribution (NQF 3) 35

Water Purification Process Operations (NQF 2) 23

Wastewater Process Operations (NQF 2) 91

Water Reticulation Services (NQF 2) 21

Road Traffic Management 16

Human Resources Management (NQF3) 12

Basic Pharmacy 26

Internal Audit Technician 21

Environmental Practice 84

Total 1181
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Apprenticeships and artisan development2.2	
Contributing to the national priority on addressing 
scarce skills in the Artisan field the LGSETA has been 
focusing on promoting and funding training in this 
area. A total number of 158 Artisans were found 
competent in the 2007/08 financial year.  The follow-
ing table presents a breakdown.

Apprenticeship Learners registered

Automotive Electrician 2

Boilermaker 7

Diesel Mechanic 10

Electrician 89

Fitter and Turner 18

Plumber 11

Welder 16

Motor Mechanic 4

Water Skill Hand 1

Total 158

Skills programmes2.3	
In addressing the current skills shortage in municipali-
ties, a number of skills programmes were funded by 
LGSETA during the financial year.

Special projects2.4	

Traditional leadership training2.4.1	

Having identified the importance of traditional lead-
ers in local government, the LGSETA embarked on a 
very intensive consultation process identifying train-
ing needs of traditional leaders which resulted in the 
compilation of a national database of training needs 
of traditional leaders.  Some of the key training needs 
that were identified included:

Mineral rights and land use•	
Dispute Resolution•	
Community Development•	
Local Economic Development•	
Financial Management Training•	
Legislation and Governance•	

The LGSETA has responded to the needs of traditional 
leadership and developed training materials which 
had also been translated into various indigenous lan-
guages.  Furthermore ETD providers were accredited 
to ensure commencement of training in all Provinces.  
The official launch of the traditional leadership train-
ing programme took place during the year under 
review.

Traditional Leaders in Kwa-Zulu Natal Workshop

Public participation 2.4.2	

Public participation is essential for the efficient 
functioning of local government and deepening 
local democracy. In order to support this important 
function the LGSETA has embarked on two major 
programmes, namely, the capacity building of  Ward 
Committee members and Municipal Councillors.

Ward committee training2.4.2.1	

The implementation of the project could not be 
implemented as planned due to a number of un-
foreseen delays.  The challenges experienced were 
dealt with during the course of the 2007/08 financial 
year and all plans are in place to ensure that the 
Ward Committee Training programme commence 
in the second half of the 2008/09 financial year.   
The LGSETA in partnership 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.  Training material has been developed and 
the roll out to specific municipalities will take place 
during the first phase of implementation.

Municipal councillor development2.4.3	

A qualification for the capacity building of municipal 
councillors has been developed and registered. 
Training material has been developed and the roll 
out of the training will commence during the 2008/09 
financial year. via skills programmes with a flexible 
duration.  

Integrated Development Planning (IDP)2.4.4	

The learning material for IDP has been developed 
and ready for implementation.  IDP skills programmes 
have already commenced in various municipalities.  
A fully fledged project to start the implementation of 
the learnership programme will commence in the 
2008/09 financial year.  
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Education Training Quality Assur-3.	
ance (ETQA) 
The LGSETA as an accredited ETQA by SAQA on 
27 September 2005 has continued to fulfil its main 
primary mandate of ensuring quality assurance of 
education training and development within the local 
government sector.  In lien with it accreditation, the 
LGSETA has undergone a performance audit on 10th 
to 13th of March 2008.  The audit was based on spe-
cific quality indicators as per the ETQA criteria of the 
ETQA Regulations 1127 of the SAQA act.  The LGSETA 
received an overall rating of 1.2 which is an indica-
tor that shows room for Improvement in ensuring the 
maintenance of quality standards.  It is important to 
highlight that this rating demonstrates the LGSETA’s 
potential to improve its efficacy and function as an 
ETQA. It further demonstrates the milestones and 
impact that a number of initiatives have made in the 
sector.

Milestones3.1	

Capacity building initiatives3.1.1	

The LGSETA as an ETQA embarked on various capacity 
building initiatives to carry out the following projects in 
line with its accreditation mandate 

Accreditation of ETD providers 3.1.1.1	

The main purpose of this project was to enhance 
the capacity of ETD providers and support plans for 
fast-tracking the accreditation of providers. Capacity 
building workshops were organised throughout the 
country in order to provide support and assistance 
to providers in order to meet the accreditation re-
quirements.  A total of about 192 have been assisted 
to Providers supported on submitting accreditation 
PoEs

Quality Management System for ETD 3.1.1.2	
providers

The main purpose of this project was to assist ETD pro-
viders to have a credible QMS that guides and assists 
them in the development, implementation, monitor-
ing and review of their systems and processes. 

Capacity building workshops have been conducted 
and a total of about 166 have been work shopped 
and assisted to develop QMS and most of these 
have attained a status of accreditation.  A provider 
toolkit has been developed and is used by providers 
in order to assist them in ensuring credible QMS.

Training of assessors, moderators, 3.1.1.3	
coaches and mentors

The purpose of this initiative was to train a total of 
900 workplace based candidate assessors/mod-
erators/coaches/mentors against the new generic 
assessor and moderator standards.  741 candidate 
assessors/coaches/mentors have been trained and 
found competent against these standards and these 

figures include SALGA and & DPLG. A total of about 
431 moderators have been trained and have been 
found competent.  

Apprenticeships assessment system3.1.1.4	

The main purpose of this project was to develop and 
implement a system of creating a synergy between 
the apprenticeships and learnerships assessment 
systems in line with the NQF.  A pilot study has been 
conducted at Benoni Electrical Training Centre to test 
the assessment process aligned to the NQF system.  
18 learners are participating in the project in order to 
test the assessment tool.  

Standards Generation and Registration of Quali-3.1.2	
fications falling within the primary focus of the 
LGSETA 

The LGSETA has made significant progress in the gen-
eration of standards and registration of qualifications 
that fall within its primary focus. The LGSETA and SAQA 
have continued to be partners through the Joint Im-
plementation Plan (JIP) to facilitate and fast-track the 
generation and registration of qualifications within 
the local government sector.  

The LGSETA is also proud to highlight that a number 
of training providers have received accreditation or 
programme approval 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.

The tables below show:
Registered qualifications that have been accred-•	
ited to the LGSETA,
Recently registered qualifications for which the •	
LGSETA has extended its scope of accreditation 
Qualifications that are out for public comment •	
falling within the LGSETA’s primary focus.
Proposed qualifications still under development•	
Registered unit standards •	
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Registered, Public Comment And/Or Proposed Qualifications Unit Standards

Type Of Qualification Title Of Qualification Nqf 
Level

Nlrd Number Number Of 
Credits

Status

National Certificate Municipal Finance and 
Administration

4 50372
157

Registered and LGSETA accredited

National Diploma Pubic Finance Management 
and Administration

5 49554
260

Registered and LGSETA accredited

National Certificate Municipal Finance Manage-
ment

6 48965
166

Registered and LGSETA accredited

National Certificate Local Economic Develop-
ment

4
36436

163
Registered and LGSETA accredited

National Certificate Local Economic Develop-
ment

5 36438 142 Registered and LGSETA accredited

National Certificate Local Economic Develop-
ment

6 36437 144 Registered and LGSETA accredited

National Certificate Municipal Integrated 
Development Plan

5 50205 160 Registered and LGSETA accredited

National Certificate Ward Committee Govern-
ance

2 57823 120 Registered and LGSETA accredited

Further Education Training 
Certificate

Leadership Development 4 50081 160 Registered and LGSETA accredited

Further Education Training 
Certificate

Fire and Rescue Operations 4 57803 148 Registered and LGSETA accredited.  SAQA has advised on 
corrections made to the qualification due to amendments 
to the FET certificate requirements hence possible changes 
to the credits.  Rules of combination will be effected. 
Providers to be advised.

Further Education Training 
Certificate

Road Traffic Management 4 48921 172 Registered and LGSETA accredited

General Education & 
Training Certificate

Environmental Practice 1 49552 122 Registered and LGSETA accredited

National Certificate Environmental Practice 2 49605 128 Registered and LGSETA accredited

National Certificate Environmental Practice 3 49752 122 Registered and LGSETA accredited

Further Education Training 
Certificate

Environmental Practice 4 50309 140 Registered and LGSETA accredited.  SAQA has advised on 
corrections made to the qualification due to amendments 
to the FET certificate requirements hence possible changes 
to the credits.  Rules of combination will be effected. 
Providers to be advised.

National Certificate Local Government 5 23616 120 Registered and LGSETA accredited

National Diploma Local Government 6 35956 360 Registered and LGSETA accredited

National Higher Certificate Local Government 5 23617 240 Registered and LGSETA accredited

National Certificate Emergency Services 
Operations

5 48855 120 Registered and LGSETA accredited

Further Education Training 
Certificate

Sanitation Project Facilitation 4 48909 151 Registered and LGSETA accredited.  SAQA has advised on 
corrections made to the qualification due to amendments 
to the FET certificate requirements hence possible changes 
to the credits.  Rules of combination will be effected. 
Providers to be advised.

National Certificate Local Government Council-
lor Practices

3 58578
122

Registered and LGSETA accredited

National Certificate Land Transport Planning 5 58600
125

Registered.  Application for extension of scope submit-
ted.  A project with Dept of Transport is currently being 
conceptualised.

National Certificate Land Transport Planning 6 58601 158 Registered.  Application for extension of scope submitted.

Further Education Training 
Certificate

Environmental Noise Practice 4 58801 120 Registered and LGSETA accredited

National Certificate Local Government Support 
Services

3 58644 127 Registered and LGSETA accredited

National Certificate: Environmental Noise 5 59325 120 Registered.  Application for extension of scope submitted.

National Certificate: Community Services 4 None identified None identified Under the JIP process

National Certificate: National Certificate: 
Environmental Noise

4 None identified None identified Under the JIP process

National Certificate: National Certificate: 
Emergency Services 
Operations

3 None identified None identified Under the JIP process

Further Education Training 
Certificate

Infrastructure Asset Manage-
ment

5 None identified None identified Under the JIP process but still to determine need as a full 
qualification.

Further Education Training 
Certificate

Infrastructure Asset Manage-
ment

6 None identified None identified Under the JIP process but still to determine need as a full 
qualification.

National Certificate: Environmental Practice 6 None identified None identified Under the JIP process

National Certificate: Environmental Practice 5 None identified None identified Under the JIP process
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Extension of scope for registered unit standards 

Unit Standard Title
NQF 
Level

Credits US ID

Install aerosol fire extinguishing 
systems

4 6 254322

Install electrical fixed gaseous fire 
extinguishing systems

4 6 254324

Install fire alarm and detection 
systems

4 6 254317

Install foam fire extinguishing 
systems

4 6 254320

Install mechanical fixed gaseous 
fire extinguishing systems

4 6 254319

Install passive fire protection 
systems

4 6 254315

Install powder fire extinguishing 
systems

4 6 254323

Install  electrical smoke control 
systems

4 6 254316

Install water sprinkler systems 4 6 254314

Install mechanical smoke control 
systems

4 6 254321

Unit Standard Title
NQF 
Level

Credits US ID

Maintain aerosol fire extinguishing 
systems

5 3 254397

Maintain electrical fixed gaseous 
fire extinguishing systems

5 3 254554

Maintain fire alarm and detection 
systems

5 3 254398

Maintain foam fire extinguishing 
systems

5 3 254415

Maintain mechanical fixed gase-
ous fire extinguishing systems

5 3 254403

Maintain passive fire protection 
systems

5 3 254394

Maintain powder fire extinguishing 
systems

5 3 254399

Maintain smoke control systems 5 3 254396

Maintain water sprinkler systems 5 3 254395

Accreditation of constituent training providers3.1.3	

The LGSETA is proud to highlight that a total number of 
102 providers have been accredited or programme 
approved within the current financial year.  A sig-
nificant improvement in accredited providers has 
been observed and notable is that more workplace 
providers have also achieved accreditation.  The 
improvements can be attributed to the capacity 
building initiatives, improved client service and the 
development and implementation of a structured 
accreditation and programme approval system.  
It should however be noted that although some 
progress has been achieved in some provinces but a 
challenge still remains with the Free State, Limpopo, 
Mpumalanga, Northern Cape and North West.  It 
therefore suggests that more provider development 
and support initiatives in these Provinces need to 
be implemented to ensure a significant spread of 
providers against qualifications. 

Accredited training providers per province

Province Accredited Training Providers

Eastern Cape 10

Free State 9

Gauteng 39

Limpopo 9

Mpumalanga 2

Northern Cape 2

North West 3

Western Cape 10

Kwa-Zulu Natal 19

TOTAL 103

Registration of constituent assessors and moderators3.1.4	

The number of assessors and moderators registered 
has improved significantly and this is attributed to 

Improved client service. •	
Structured and streamlined registration process.•	
Improved capacity building of ETD practitioners •	
Improved endorsements by ETDPSETA•	

Although such significant improvements have been 
observed however more National ETDP capacity build-
ing initiatives and ETD continuous professional improve-
ment initiatives are necessary.  This would ensure that 
the LG sector has a pool of qualified and registered 
practitioners that have the competence and expertise 
in assessing and moderating against registered qualifi-
cations and their related unit standards.   

Province
Number Of Registered Assessors & 

Moderators

Assessors Moderators

Eastern Cape 30 12
Free State 17 8
Gauteng 93 28
Limpopo 13 3
Mpumalanga 6 0
N Cape 0 0
North West 7 1
W Cape 40 12
KZ- Natal 47 7

TOTAL 253 71

Certification of learners3.1.5	

The LGSETA proudly reports significant improvements 
in the number of learners certified against qualifica-
tions accredited to the LGSETA.  A total number of 3 
578 learners have attained competence against full 
qualifications falling within the primary focus of the 
LGSETA.  Most of the learners thus far certified learners 
are municipal employees who have undergone rig-
orous training and assessments through learnerships 
and skills programme to attain qualifications.  

It can also be reported that the SAQA NLRD Compli-
ance League and Performance tables and score-
card show a green status on the NLRD with first time 
uploads being accepted without mistakes or numer-
ous attempts.  This is a significant milestone of the 
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LGSETA as it ensures that the data on qualifications 
and learners remained accurate and was immedi-
ately accepted as correct by SAQA.  

The LGSETA is however challenged by the continued 
low uptake of learners against the LGSETA qualifica-
tions and a robust initiative is undertaken to ensure 
that most qualifications are used optimally.    

Institutes of Sectoral or Occupational Excellence 3.1.6	
(ISOEs)

The LGSETA has identified 12 potential providers as 
ISOEs in all provinces. Meetings have been held with 
at least six of the providers in the Western Cape, 
Eastern Cape, Gauteng, and Free State.

The need to establish ISOEs is crucial in ensuring LG-
SETA’s commitment to the DoL NSDS 2005-2010 target 
and to improve partnerships with various institutions or 
structures within local government.  

The ISOE process is based on the following:
Stage 1:	 Identification phase
Stage 2:	 Recognition phase
Stage 3:	 Support phase 

Meetings have been planned for the remaining 
provinces.  So far three providers have committed to 
participate as ISOEs and SLAs to confirm their recog-
nition will be signed.

It is critical that a project approach is assumed in 
the implementation of this process to ensure that the 
providers are recognised and supported to meet the 
ISOE requirements.  As per the criteria, this process 
requires extensive evaluation, on and off-site, and 
support of the provider.  Further quality assurance is 
required to ensure that the provider maintains the 
recognition status whilst support is being provided.  

Support functions4.	

Marketing & communications4.1	
During the year under review the LGSETA has coor-
dinated skills colloquium for the local government 
sector. The main purpose of the colloquium was to 
enable various stakeholders from the sector to state 
their respective positions in terms of their requirements 
for the training and development within the sector.

The stakeholders that participated at the colloquium 
referred to include the following organisations:  

Labour (IMATU and SAMWU)•	
Employer (SALGA)•	
Municipalities•	
Government Departments•	
Traditional Leaders•	

The colloquium enabled the LGSETA and its stake-
holders through exhibition in showcasing projects that 
are being implemented within the sector. Marketing 
and communication tools used covered some of the 
following projects:

Municipal Finance•	
Review of LGSETA Sector Skills Plan•	
Traditional Leadership Training•	

One of the main resolutions of the skills colloquium 
centred around visibility and physical presence of 
the LGSETA in all nine provinces particularly in rural 
areas which requires that the LGSETA needs to:

Review its marketing and communication strat-•	
egy
Endeavour to establish provincial offices in all •	
provinces 
Re-design marketing and communication tools •	
that would be compatible within the sector
Skills colloquium be cascaded to all provinces •	
to enable the stakeholders to state their positions 
pertaining to training and development issues 
LGSETA to enhance its communication strategy in •	
showcasing its achievements 

Recognition of municipalities and skills develop-4.1.1	
ment facilitators  

During the year under review the LGSETA has achieved 
much towards branding the organisation. Through 
mass media (particularly in provincial and national 
radio stations) the LGSETA was widely covered and 
the CEO was able to state the LGSETA position to mat-
ters that affect service delivery by lack of training and 
development. The LGSETA existence has been recog-
nised by the sector and its challenge is to enhance 
delivery of its projects for the benefit of municipalities 
which will improve the lives of community.

Organisational framework4.2	

Authority4.2.1	

In terms of the LGSETA constitution the authority of 
the seta is the main governing body of the organiza-
tion which consist of ten (10) members representing 
Labour component, eight (8) members representing 
employer component, and two (2) members repre-
senting 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 Develop-•	
ment Levies Act, 1999, collect the skills develop-
ment levies and disburse grants to employers in 
the sector

The LGSETA Authority meets twice per financial year 
and 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 chair-
person shall convene such meeting as prescribed by 
LGSETA constitution.
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LGSETA board members

Representative Committee
Repre-
senting

Meetings 
Attended

Gender Race

Mr Sam Maloka 
Chairperson

EXCO SAMWU 6 Male Black

Mr Gavin Lebelo EXCO SALGA 5 Male Black

Ms Hazel Jenkins EXCO SALGA 3 Female Coloured

Mr Keith Goodsell
EXCO/Finance/
ETQA

IMATU 12 Male White

Ms Millicent Collins EXCO/ETQA SAMWU 8 Female Coloured

Mr. M. Sebezo EXCO IMATU 4 Male Black

Adv. Mzi Yawa EXCO/ETQA SALGA 6 Male Black

Mr Nyanisile Jack EXCO/Finance/SSP DPLG 8 Male Black

Dr. Sifiso Mbatha
EXCO/Finance/HR/
ETQA

SALGA 16 Male Black

Ms. T. Voight Finance/SSP IMATU 1 Female White

Mr. D. Carstens AUTHORITY IMATU 2 Male White

Mr. W. Kilian EXCO/HR/ETQA IMATU 6 Male White

Clr. ZN Capa ETQA SALGA 1 Female Black

Clr. SK Mashilo SSP SALGA - Male Black

Ms. Tozi Gumbi HR SAMWU 5 Female Black

Mr. D.J. Khoza FINANCE SAMWU 3 Male Black

Clr. ME Simboya HR SALGA 2 Female Black

Ms. B. Tilly EXCO/SSP SAMWU 8 Female Coloured

Mr M. Wycliff EXCO/SSP SAMWU 1 Male Black

Mr. M. Wycliff was appointed at the beginning of 2008

Executive committee 4.2.2	

In terms of the LGSETA constitution the executive 
committee consists of five (5) members representing 
labour component and four (4) members represent-
ing SALGA and one member (1) representing Depart-
ment of Provincial and Local Government. The func-
tions of the executive committee are summarised 
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 Com-•	
mittees and other committees of the authority
Perform any other function or duty delegated to it •	
by the authority

Executive committee meeting attendance

Representative 
Represent-

ing
Organi-
sation

Meetings 
Attended

Gender Race 

Cllr G Lobelo 
Chairperson

Employer SALGA 3 Male African

Cllr H Jenkins Employer SALGA 3 Female Coloured

Dr  S Mbatha Employer SALGA 3 Male African

Adv M Yawa Employer SALGA 3 Male African

Mr.  N Jack Employer DPLG 3 Male African

Mr. Maloka Labour SAMWU 3 Male African

Mr. Sebezo Labour IMATU 3 Male African

Ms M Collins Labour SAMWU 3 Female Coloured

Learnership \ ETQA committee4.2.3	

In terms of the LGSETA constitution the joint learner-
ship / ETQA committee consists of 10 (ten) members 
representing the labour component (4) , the em-
ployer component (4, SALGA) and the Department 

of Provincial and Local Government (2). The functions 
of the committee are summarised but not limited as 
follows:

Supervise the proper management of the ETQA •	
and Learnership department
Offer guidance for the development of the Learn-•	
ership and ETQA policies
Initiate and/or support the implementation of •	
strategic projects
Ensure integration of functions in the LGSETA•	

Provincial committees4.2.4	

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 incorpo-•	
ration 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 as-•	
sistance to weaker municipalities and any other 
functions as determined or delegated to it by the 
LGSETA Authority.

Human resource committee 4.2.5	

The HR committee consist of four members, two rep-
resenting labour and two representing the employer 
component. The HR committee derived its mandate 
from the approved terms of reference by the ex-
ecutive committee and that it has no authority to 
resolved and finalised matters but submit its recom-
mendations 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 follow-
ing 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 ap-•	
prove the re-evaluation and grading of posts
Reviewed and redesigned of the LGSETA staff •	
organogram
Review of LGSETA HR policy•	
Performance management contracts for manag-•	
ers
Submission for approval of LGSETA WSP •	

Human resource management5.	

Staff development5.1	
LGSETA staff training and development is allocated 
an amount of R374 000 including R66 000 approved 
by LGSETA for study loans. The development of LGSETA 
staff is also supported in many ways, these includes 
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the developing HR policies like succession plan which 
seeks to ensure that the LGSETA has a cadre of well 
trained, broadly experienced, well motivated peo-
ple who are ready and able to step into key\senior 
positions as needed. Through these kind of policies 
LGSETA also attempts to ensure that the LGSETA’s 
organisational stability and accountability is provided 
for until such time that new permanent leadership is 
identified and accordingly put in place.

LGSETA noted that a need exists for LGSETA staff 
members and stakeholders to participate and be 
capacitated with the NQF support link programme 
and its related functions and systems. It was by and 
large acknowledged that progressive and efficient 
implementation of the LGSETA mandates was also 
underpinned by the need for continuous learning, 
improvement and empowerment of LGSETA staff and 
stakeholders. This enhances the effective functioning 
of the LGSETA core business staff members for a 
better and collective understanding of its mandates 
by support function staff members and stakehold-
ers. NQF support link is a six (6)module course pro-
gramme developed by SAQA aimed at enhancing 
the knowledge and understanding of the NQF and is 
aligned with registered unit standards The modules 
covers a range of matters within the educational 
landscape, these includes implementing the NQF 
strategic governance, learning programmes, assess-
ment, learnerships, and the NLRD. 

Staff profile5.2	

Position Posts
Posts 
Filled

Post 
Va-

cant

African Whites

Male
Fe-

male
Male

Fe-
male

Executive 
Management 

1 1 - 1 - - -

Senior 
Management 

4 4 - 2 1 - 1

Provincial 
Management 

6 6 - 4 2 - -

Senior 
Support Staff

11 10 1 6 5 - -

Support Staff 20 20 - 3 13 - 4

General Staff 2 2 - - 2 - -

LGSETA appointed ETQA manager, learnership 
manager and 5 provincial coordinators to provide 
efficient and effective service to the sector 

ETQA Manager: Zithulele Zondi

The position of learnership manager has been sub-
sequently filled by the appointment of Ms Rosemary 
du Plessis.

 
Learnership Manager: Rosemary du Plessis

Local Government Sector Education Training Author-
ity (LGSETA), commissioned Deloitte to assist the 
company with the development of job descriptions, 
job evaluation and remuneration benchmarking.  
The purpose of this report is to provide feedback on 
capacity needed by LGSETA and the remuneration 
market comparison for the positions within LGSETA

The job grading report has provided evidence that 
the current remuneration levels within LGSETA are 
being managed well and that the trend is to pay 
employees between the 25th and 75th percentiles 
(a good market indicator).  
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LGSETA Performance Information against NSDS targets6.	
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LGSETA finances and information 7.	
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 LGSETA 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 to ensure 
that the finances of the LGSETA are efficiently man-
aged.

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•	

The reports of the independent internal auditors are 
submitted to the audit committee. 

A number of policies have been developed and 
implemented in the year under review. 

In the information technology department the sys-
tems have been upgraded and the management 
information system is continuously being developed 
in line with the LGSETA requirements. 

Mandatory grant administration

Conclusion 8.	
Given the challenges faced by the sector in par-
ticular to continuous restructuring of municipal staff 
strictures much has been done in terms training and 
development but one cannot disregard that the lo-
cal government sector is one of the most politicized 
environment and in certain instances such conditions 
may interferer with delivery of training including seta 
projects that impacts towards negative impacts in 
achieving seta targets

S. Mofokeng 
Chief Executive Officer 
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Report of the Audit Committee

Overview1.	
We are pleased to present our report for the financial year ended 31 March 2008. 

Audit committee members and attendance2.	
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 

meetings held
Number of meetings 

attended

Titus Mchunu Chairperson April 2003 9 6

Busi Dlamini Member September 2004 9 8

Rene Kenosi Member December 2006 9 9

Viren Magan Member December 2006 9 9

Since 1 April 2007 to 31 March 2008, the audit committee has held 9 meetings.

Audit committee responsibility3.	
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. 

The effectiveness of internal control4.	
The system of internal control is designed to provide cost effective assurance that assets are safeguarded and that 
liabilities are efficiently managed. During the year under review internal audit performed certain assignments. Reports 
presented to management highlighted that the internal control systems were partially adequate and partially effec-
tive. Management acknowledged the findings made and continues to implement the recommendations made. 
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.

Submission of in - year management and monthly/ quarterly reports in terms of the Public 5.	
Finance Management Act.
We have been presented with the in-year-monitoring reports for the period under review and management has 
confirmed that these reports complied with the requirements of the PFMA.

Evaluation of Annual Financial Statements6.	
The audit committee has:

Reviewed and discussed with the auditors from the  Auditor General’s office and the accounting officer the •	
audited annual financial statements to be included in the annual report,
Reviewed the Auditor-General’s management letter and management responses and•	
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 that the audited annual financial statements be accepted and read together with 
the report of the Auditor-General.

Appreciation 7.	
The committee expresses its sincere appreciation to the Honourable Minister, Chief Executive Officer, Senior Man-
agement Team, Internal Audit and the Auditor General. 

Titus Mchunu
Chairperson of the Audit Committee
Date:  31 July 2008
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF 
THE LOCAL GOVERNMENT SECTOR EDUCATION AND TRAINING AUTHORITY (LGSETA) FOR THE YEAR ENDED 31 MARCH 2008

Report on the Financial Statements
Introduction
1.	 I have audited the accompanying financial statements of the Local Government Sector Education and Training 

Authority (LGSETA) which comprise the statement of financial position as at 31 March 2008 statement of financial 
performance, statement of changes in net assets and cash flow statement for the year then ended, and a sum-
mary of significant accounting policies and other explanatory notes, as set out on pages 26 to 51.

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 control 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.	 As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with sections 4 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.	 I conducted my audit in accordance with the International Standards on Auditing and General Notice 616 of 
2008, issued in Government Gazette No. 31057 of 15 May 2008. Those standards require that I comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance on 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 finan-
cial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks 
of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s   preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the entity’s internal control.

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

Basis of accounting
8.	 The public entity’s policy is to prepare financial statements on the basis of accounting determined by the National 

Treasury, as set out in note 1 to the financial statements.

Opinion
9.	 In my opinion the financial statements present fairly, in all material respects, the financial position of the Local 

Government Sector Education and Training Authority (LGSETA) as at 31 March 2008 and its financial performance 
and cash flows for the year ended, in accordance with the National Treasury, as set out 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).

Emphasis of matter
Without qualifying my audit opinion, I draw attention to the following matter:
Highlighting critically important matters presented or disclosed in the financial statements
Restatement of corresponding figures
10.	 As disclosed in notes 1 and 27 to the financial statements the accounting policy for the recognition and measure-

ment of skills development levy income has been amended by the National Treasury and Department of Labour 
on a basis of a revised interpretation of the Skills Development Act, 1998 (Act No. 97 of 1998) and the Skills Develop-
ment Levies Act, 2001 (Act No. 9 of 2001). Revenue and related receivables and mandatory grant expenditure 
and related payables have been adjusted accordingly. The corresponding figures for 31 March 2007 have been 
restated as a result of the revised interpretation.

OTHER MATTERS
Without qualifying my audit opinion, I draw attention to the following matters that relate to my responsibilities in the audit 
of the financial statements:
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Non-compliance with applicable legislation
11.	 Investments made by the LGSETA were not in compliance with Treasury Regulation 31.3.3 and exemption was 

declined by the National Treasury.

Matters of governance
12.	 The PFMA tasks the accounting authority with a number of responsibilities concerning financial and risk management 

and internal control.  Fundamental to achieving this is the implementation of certain key governance responsibili-
ties, which I have assessed as follows:

Matter of governance Yes No
Audit committee
13. The public entity has an audit committee 
14. The audit committee operates in accordance with approved written terms of reference 
15. The audit committee substantially fulfilled its responsibilities for the year, as set out in Section 77 

of the PFMA and Treasury Regulation 27.1.8 

Internal Audit 
16. The public entity has an internal audit function 
17. The internal audit function operates in terms of an approved internal audit plan. 
18. The internal audit function substantially fulfilled its responsibilities for the year, as set out in Treasury 

Regulation 27.2. 

Other matters of governance 
The annual financial statements were submitted for audit as per the legislated deadlines (section 
55 of the PFMA) 

The financial statements submitted for auditing were not subject to any material amendments 
resulting from the audit. 

No significant difficulties were experienced during the audit concerning delays or the unavailability 
of expected information and/or the unavailability of senior management. 

The prior year’s external audit recommendations have been substantially implemented. 

OTHER REPORTING RESPONSIBILITIES

REPORT ON PERFORMANCE INFORMATION
19. 	 I have reviewed the performance information as set out on pages 18 to 20.

Responsibility of the accounting authority for the performance information
20. 	 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 objec-
tives of the public entity.

Responsibility of the Auditor General
21. 	 I conducted my engagement in accordance with section 13 of the PAA, read with General Notice 616 of 2008, 

issued in Government Gazette No. 31057 of 15 May 2008.
22. 	 In terms of the foregoing my engagement included performing procedures of an audit nature to obtain sufficient 

appropriate evidence about the performance information and related systems, processes and procedures. The 
procedure selected depend on the auditor’s judgment.

Audit findings (performance information)
23. 	 I believe that the evidence I have obtained is sufficient and appropriate to report that no significant findings have 

been identified as a result of my review.

OTHER REPORT

Special investigation in process
24. 	 Internal investigation is being conducted on LGSETA investment account for possible financial misconduct at man-

agement level.

APPRECIATION
25. 	 The assistance rendered by the staff of the Local Government Sector Education and Training Authority (LGSETA) 

during the audit is sincerely appreciated.

Pretoria
31 July 2008
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Audited

The Annual Financial Statements for the year ended 31 March 2008, set out on pages 26 to 51,  
have been approved by the Accounting Authority on 29 May 2008 and are signed on their behalf by: 

	 	
	 T.S. Maloka	 L.S. Mofokeng
	 Chairperson	 Chief Executive Officer
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Report Of The Accounting Authority 
for the Year Ended 31 March 2008

Report by the Chairperson of the Accounting Authority of the Local Government Sector Education and Training Authority 
to Parliament.

The Annual Financial Statements and Annual Report is submitted in terms of the Public Finance Management Act, No 1 
of 1999 (PFMA) and the Skills Development Act (Act No 97 of 1998).  Information in the Annual Report for the period under 
review is focusing on highlights as well as reporting difficulties and challenges faced by the LGSETA during the eighth year 
of its operation.	

General review of the state of affairs
A synopsis indicating the LGSETA performance and achievements against predetermined objectives is included in the 
Annual Report for the year ended 31 March 2008.

Statement of Responsibility
“In terms of the Public Finance Management Act, 1999 (Act No. 1 of 1999) as amended (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 LGSETA, its business, its financial results 
and it is the Auditor-General’s responsibility to independently audit and express an opinion on it.

Going Concern
The Annual Financial Statements for the year ended 31 March 2008 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 the recom-
mendations of the King Code II report on corporate governance are implemented and adhered to. The seta has generally 
performed in terms of the required standards.  The LGSETA has complied with the PFMA in maintaining an effective and 
efficient Audit Committee. The LGSETA has furthermore complied with the principle of sound corporate governance (King 
II) through its EXCO. MANCOM and all the other policy committees.  

Internal Control and Risk Management 
Internal control focuses on critical risk areas identified by management, 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 and Tender Committee and quarterly reports are submitted to the Executive Committee. 

Disclosure of Remuneration in accordance with Treasury Regulation 28.1, section 55 of the PFMA 
No remuneration is paid to the members of the Accounting Authority or any of the sub-committees of the Authority. The 
Chairperson of the Authority receives a monthly cellphone allowance as disclosed in the remuneration schedule. Costs 
incurred for travel and accommodation are borne by the LGSETA when members attend official meetings or conduct 
business on behalf of the LGSETA.  Members of the Audit Committee are paid an attendance allowance in accordance 
with the rates determined by National Treasury. 

The remuneration of the Chief Executive Officer and management is included in the Accounting Authority Report in 
accordance with Treasury Regulation 28.1, section 55 of the PFMA and disclosed in the table below.   

The Annual Financial Statements have been prepared and approved in terms of section 51(1) (f) of the Public Finance 
Management Act (PFMA), No 1 of 1999 by the Accounting Authority at its meeting held on  29 May  2008.

T.S. Maloka 
Chairperson
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Report Of The Accounting Authority 
for the Year Ended 31 March 2008

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

Basic 
Salary

Travel 
Allow-
ance

Annual 
Payment

Perform-
ance 
Bonus

Med  
Aid*

Provident 
Fund*

Group 
Life*

Housing 
Allow-
ance

Total 
2007/08

Total 
2006/07

R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000

Chief Executive Officer 489 102 26 1 96 17 731 443

Learnerships Manager 
(Appointed January 2008)

87 12 5 16 3   123 334

Finance Manager (Resigned April 2007) 25 7 3 5 1   41 551

HR & Corporate Affairs Manager 369 82 19 46 33 68 12 8   637 628

ETQA Manager 243 66 12 9 52 9   391 280

Skills Planning Manager 350 61 17 41 19 64 12   564 551

Provincial manager: Western Cape 290 63 15 36 28 55 8   495 493

Provincial manager: Kwa-Zulu Natal 232 48 12 22 24 45 8   391 367

Provincial manager: Eastern Cape 267 60 12 28 14 51 9   441 433

Provincial manager: Pretoria (Cluster) 255 48 16 28 50 9   406 355

Provincial manager: Free State (Cluster) 263 72 25 34 6   400 378

Provincial manager: Gauteng (Cluster) 241 60 12 24 15 44 8   404 374

SUB TOTAL  3 111   681   141   250   151   580   94   16  5 024  5 187 

Authority Chairperson  
Monthly cellphone allowance

6 6

TOTAL  3 111   681   141   250   151   580   94   16  5 030  5 193 
* Company Contribution
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Statement of Financial Performance

Restated

2007/08 2006/07

Note R’000 R’000

REVENUE

Non-exchange revenue  190 276  184 709 

Skills Development Levy: income 3  189 065  159 617 

Skills Development Levy: penalties and interest 4  1 211   973 

National Skills Fund, Government grants and donor funds 17  -  24 119 

Exchange revenue

Investment income 5  28 088  17 395 

Total revenue  218 364  202 104 

EXPENSES

Non-exchange transactions  (143 579)  (134 185) 

Employer grant and project expenses 6  (143 579)  (110 066) 

National Skills Fund, Government grants and donor fund expenses 17  -  (24 119) 

Exchange transactions

Administration expenses 7  (23 834)  (19 148) 

Total expenses  (167 413)  (153 333) 

NET SURPLUS FOR THE YEAR 2  50 951  48 771
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Statement of Financial Position

Restated

2007/08 2006/07

Note  R’000  R’000 

ASSETS

Non-current assets  4 730  3 084 

Property, plant and equipment 8  1 772  1 607 

Intangible assets 9   380   320 

Investments 10  2 578  1 157 

Current assets  316 038  259 390 

Prepayments and advances 11   57  3 205 

Trade and other receivables from non-exchange transactions 12   649  - 

Trade and other receivables from exchange transactions 13  5 187  4 645 

Inventories 14   64   70 

Cash and cash equivalents 15  310 081  251 470 

TOTAL ASSETS  320 768  262 474 

LIABILITIES

Current liabilities  23 230  15 887 

Skills Development Grants payable 16  16 790  12 563 

National Skills Fund received in advance 17  1 056   974 

Trade and other payables from non-exchange transactions 18   124  - 

Trade and other payables from exchange transactions 19  4 028  1 095 

Provisions 20  1 232  1 255 

Total liabilities  23 230  15 887 

Net assets  297 538  246 587 

NET ASSETS

Administration reserve  2 152  1 927 

Employer grant reserve -   3 

Discretionary reserve  295 386  244 657 

Total net assets and liabilities  297 538  246 587 
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Statement of Changes in Net Assets

Notes
Administration 

reserve
Employer 

grant reserve
Discretionary 

reserve
Unappropriated 
surplus /(deficit)

Total

R’000 R’000 R’000 R’000 R’000

Balance at 1 April 2006 as previously stated  1 663  1 401  202 578  -  205 642 

Prior period error 27  (17 035)  (17 035) 

Restated balance at 1 April 2006  1 663  1 401  185 543  -  188 607 

Allocation of net surplus per statement of 
Financial Performance

  880  18 006  29 885  (48 771) - 

Prior period error 27  9 209  -  9 209 

Net Surplus per Statement of Financial 
Performance

 48 771  48 771 

Excess reserves transferred to Discretionary 
reserve

 ( 616)  (19 404)  20 020  - 

Restated balance at 31 March 2007  1 927   3  244 657  -  246 587 

Net surplus per Statement of Financial 
Performance  

 -  -  50 951  50 951 

Allocation of net surplus per statement of 
Financial Performance

2   415  7 905  42 631  (50 951)   - 

Excess reserves transferred to Discretionary 
reserve

 ( 190)  (7 908)  8 098  -  - 

Balance at 31 March 2008  2 152   -  295 386  -  297 538 
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Cash Flow Statement

Restated

2007/08 2006/07

Note R’000 R’000

CASH FLOWS FROM OPERATING ACTIVITIES

Operating activities

Cash receipts from stakeholders  192 704  190 621 

Levies, interest and penalties received 3, 4  192 704  190 621 

Cash paid to stakeholders, suppliers and employees  (159 755)  (191 510) 

Grants and project payments  (139 352)  (144 169) 

Special projects   82  (25 385) 

Compensation of employees  (11 973)  (9 034) 

Payments to suppliers and others  (8 512)  (12 922) 

Cash (utilised in) / generated from operations 21  32 949  ( 889) 

Interest received 5  26 187  15 417 

Dividends received 5   9  - 

Net cash inflow/(outflow) from operating activities  59 145  14 528 

CASH FLOW FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment 8  ( 564)  ( 653) 

Proceeds from disposal of property, plant and equipment and  
investment properties

8   30  - 

Net cash (outflow) from investing activities  ( 534)  ( 653) 

Net increase in cash and cash equivalents  58 611  13 875 

Cash and cash equivalents at beginning of year  251 470  237 595 

Cash and cash equivalents at end of year 15  310 081  251 470 



332008 • LGSETA Annual Report

Local Government Sector Education and Training Authority 	 Annual Financial Statements for the Year Ended 31 March 2008

Accounting Policies1.	
The financial statements have been prepared in accordance with the South African Statements of Generally Ac-
cepted 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•	 AC101: Presentation of financial statements•	
GRAP 2: Cash flow statements•	 AC118: Cash flow statements•	
GRAP 3: Accounting policies, changes in accounting •	
estimates and errors

AC103: Accounting policies, changes in 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 the fact that the local and international budget re-
porting 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.

Basis of preparation1.1	
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. 

Currency1.2	
These financial statements are presented in South African Rands since that is the currency in which the majority of 
the entity transactions are denominated.

Judgements made by management 1.3	
In the application of the LGSETA’s accounting policies management is required to make judgements, estimates and 
assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources.  
The estimates and associated assumptions are based on past experience and other factors that are considered to 
be relevant.  Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period 
of the revision and future periods if the revision affects both current and future periods.

Revenue1.4	
Revenue is recognised when it is probable that future economic benefits will flow to the enterprise and these 
benefits can be measured reliably. 
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Skills Development Levy (SDL) Income1.4.1	
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), who collects the levies on behalf of the Department of Labour (DoL). 
Companies with an annual income of less than R500 000 are exempted in accordance with section 4(b) of the 
Levies Act, as amended, with effect from 01 August 2005.
80% of skills development levies are paid over to the LGSETA (net of the 20% contribution to the National Skills 
Fund). 
SDL income is set aside in terms of the Skills Development Act, 1998 (Act No. 97 of 1998) as amended and the Skills 
Development Levy Grant Regulations (Grant Regulations), issued in terms of this act, for the purposes of:

2007/08 2006/07

Administration costs of the LGSETA 10% 10%

Mandatory grants 50% 50%

Discretionary grants and projects 20% 20%

80% 80%

In addition to these amounts employers that fail to file their returns and pay skills development levies within the 
prescribed time limits as set by SARS are charged interest and penalties at rates prescribed by SARS from time to 
time.  The interest and penalties charged are remitted to the Department of Labour, who in turn transfers them to the 
LGSETA.  The interest and penalties are disclosed separately as Skills Development Levy penalties and interest.
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 in June 2006.
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 admin-
istration, employer grant and discretionary income.

Recognition1.4.2	
Skills Development Levy income is recognised when it is probable that future economic benefit will flow to the LGSETA 
and these benefits can be measured reliably.  This occurs when the Department of Labour (DoL) either makes an 
allocation or payment to the LGSETA, whichever occurs first, as required by section 8 of the Skills Development Levies 
Act, 1999 (Act No.9 of 1999).

National Skills Fund, Government grants and donor funds 1.4.3	
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 neces-
sary 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.

Investment income 1.4.4	
Interest income is accrued on a time proportion basis, taking into account the principal outstanding and the effec-
tive interest rate over the period to maturity.

Grants and project expenditure1.5	
A registered company may recover a maximum of 70% of its total levy payment by complying with the grant 
criteria in accordance with the Skills Development Regulations issued in terms of the Skills Development Levies Act 
1999 (Act No 9 of 1999).
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Mandatory grants1.5.1	
The mandatory grant payable and the related expenditure are recognised when the employer has submitted an 
application for a grant in the prescribed format within the legislated cut-off period and the application has been 
approved as the payment then becomes probable. The grant is equivalent to 50% of the total levies paid by 
the employer during the corresponding financial period for the skills planning and annual training report grants. 
(2006/07 : 50%).

Discretionary grants1.5.2	
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.

Project expenditure1.5.3	
Project expenditure comprise:

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.

Irregular and fruitless and wasteful expenditure1.6	
Irregular expenditure means expenditure incurred in contravention of, or not in accordance with, a requirement of 
any applicable legislation, including:

The PFMA, •	
The Skills Development Act, 97 of 1998, and the•	
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.

Property, plant and equipment1.7	
Property, plant and equipment (owned and leased) are stated at cost less any subsequent accumulated deprecia-
tion 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 -  5 years •	
Computer software	 3 -  6 years •	
Office furniture and fittings	 5 - 17 years •	
Office equipment	 5 - 15 years •	

The estimated useful life of the assets are limited to the remaining period of the license issued to the LGSETA 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 im-
mediately 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.

Intangibles1.8	
Intangible assets are stated at the historical cost of the asset less accumulated amortisation and accumulated 
impairment. Each asset is amortised over its useful life once it is put into use. The LGSETA assess the carrying value of 
each intangible asset annually and revisions or impairments are made where it is considered necessary.
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Inventories1.9	
Inventories are stated at the lower of cost and net realisable value. Cost is determined on a first-in first-out basis.  Any 
write-down to net realisable value is recognised as an expense in the period that it has been incurred. The LGSETA 
inventories consist of consumables which is mostly stationery items. 

Leasing	1.10	
Finance Leases
Leases as per the Treasury Regulations relates to a contract that transfers significant risks, rewards, rights and ob-
ligations incidental to ownership to the lessee is recorded as a purchase of equipment by means of long-term 
borrowing.  All other leases are classified as operating leases.
Finance leases are recognised as assets and liabilities at amounts equal to the lesser of the leasehold property or 
the present value of minimum lease payments at the inception of the lease.
The discount rate used to calculate the present value of minimum lease payments is the interest rate implicit in 
the lease or if not practicable to determine, the prime lending rate at the inception of the lease.  Minimum lease 
payments are apportioned between the finance charge and the reduction of the outstanding liability
The lease payments of an operating lease are recognised as an expense on a straight-line basis over the lease term 
unless another systematic basis relates better to the time pattern of benefits expected from the leased asset.
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.

Retirement benefit costs1.11	
The entity operates a defined contribution plan, the assets of which are generally held in separate trustee-admin-
istered funds. The plan is generally funded by payments from the entity and employees, taking account of the 
recommendations of independent qualified actuaries. 
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. 

Provision1.12	
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.

Provision for employee entitlements1.12.1	
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.  

Provisions for grants1.12.2	
Grant payments
A provision is recognised for grant payments once the specific criteria set out in the regulations to the Skills De-
velopment 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.  
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Financial instruments1.13	
Recognition
Financial assets and financial liabilities are recognised on the LGSETA’s statement of financial position when the 
LGSETA 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. 
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 LGSETA’s principle financial assets are accounts and other receivable investments and cash and cash equiva-
lents. 
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 fair value through profit and loss 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 cost, 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 amor-
tisations, except for financial liabilities held-for trading which are subsequently measured at fair value.
Gains and losses on subsequent measurement
Gains and losses arising from a change in the fair value of financial instruments, other than available-for-sale finan-
cial 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, the LGSETA surrenders those rights or otherwise loses control of the con-
tractual rights that comprise the financial asset. On derecognition, 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 derecognition, 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.
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.
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Reserves1.14	
Reserves are sub-classified in the statement of changes in net assets between the following:

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 accord-
ance with the Regulations issued in terms of the Skills Development Act, 1998 (Act No. 97 of 1998).
Interest and penalties received from SARS as well as interest received on investments are utilised for discretionary 
grants and projects.  Other income received are utilised in accordance with the original source of the income.
The items of revenue and expenditure are recognised on the accrual basis of accounting in the annual financial 
statements. Consequently, the reserves disclosed in the Statement of Changes in Net Assets and movements 
disclosed in note 2 do not represent cash reserves or fund monies as implied in Grants Regulations issued by the 
Department of Labour in terms of the Skills Development Act, Act No. 97 of 1998 as amended.

Administration reserve represents the net assets that arise from the administration revenue and expenditure•	
Employer grant reserve represents possible mandatory grants claims from newly registered employers that are •	
eligible to submit their mandatory grants claims at year end in terms of the grants regulations.
Discretionary reserve represents the excess of discretionary grants revenue over discretionary and projects ex-•	
penditure and includes transfers from administration and mandatory grant reserve.

Related Parties1.15	
The LGSETA operates in an economic environment currently dominated by entities directly on indirectly owned by 
the South African government. As a result of the constitutional independence of all three spheres of government in 
South Africa, only parties within the national sphere of government will be related parties
Key management is defined as being individuals with the authority and responsibility for planning, directing and 
controlling the activities of the entity. The LGSETA Authority, Chief Executive Officer (CEO) and the managers reporting 
directly to the CEO are the all currently regarded as being at key management level.
Close family members of key management are considered to be those family members who may be expected to 
influence, or be influenced by key management individuals or other parties related to the entity.

Commitments 1.16	
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.

Comparative figures1.17	
Where necessary, comparative figures have been restated, adjusted or reclassified to achieve fair presentation or 
to conform to changes in presentation in the current year as explained in note 27.
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Allocation of Net Surplus2.	
ALLOCATION OF NET SURPLUS FOR THE YEAR TO RESERVES: 2008

Employer 
Grant Reserve

Discretionary reserve

Total per 
statement 
of financial 

performance

Administration 
reserve

Mandatory 
grant

Learnerships 
grants 

Sector Skills 
Priorities

Total 
discretion-

ary

Total revenue  218 364  24 249  118 084  47 943  28 088  76 031 

Skills development levy: income

Admin levy income (10%)  24 249  24 249  -  -  -  - 

Grant levy income (70%)  164 816  -  118 084  46 732  -  46 732 

Skills development levy: penalties   844  -  -   844  -   844 

Skills development levy: interest   367  -  -   367  -   367 

Investment income  28 088  -  -  -  28 088  28 088 

Total expenses  167 413  23 834  110 179  20 296  13 104  33 400 

Administration expenses  23 834  23 834  -  -  -  - 

Employer grants and project expenses  143 579  -  110 179  20 296  13 104  33 400 

Net surplus per statement of financial performance allocated  50 951   415  7 905  27 647  14 984  42 631 

ALLOCATION OF NET SURPLUS FOR THE YEAR TO RESERVES: 2007

Employer 
Grant Reserve

Discretionary reserve NSF Funds

Total per 
statement 
of financial 

performance

Administration 
reserve

Mandatory 
Grant

Discretionary 
grants 

Sector Skills 
Priorities

Total 
discretion-

ary

Special 
projects

Total revenue  202 104  20 028  100 530  40 032  17 395  57 427  24 119 

Skills development levy: income

Admin levy income (10%)  20 028  20 028  -  -  -  -  - 

Grant levy income (70%)  139 589  -  100 530  39 059  -  39 059  - 

Skills development levy: penalties   648  -  -   648  -   648  - 

Skills development levy: interest   325  -  -   325  -   325  - 

National Skills Fund, Government Grants and Donor Funds  24 119  -  -  -  -  -  24 119 

Investment income  17 395  -  -  17 395  17 395  - 

Other income  -  -  - 

Total expenses  153 333  19 148  82 524  14 995  12 547  27 542 24 119

Administration expenses  19 148  19 148  -  -  -  -  - 

National Skills Fund, Government Grants and Donor Fund 
expenses

 24 119  -  -  -  -  -  24 119 

Employer grants and project expenses  110 066  -  82 524  14 995  12 547  27 542  - 

Net surplus per statement of financial performance allocated  48 771   880  18 006  25 037  4 848  29 885  -
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Skills Development Levy Income3.	
Restated

2007/08 2006/07
R’000 R’000

Levy income: Administration  24 249  20 028 
Levies received  24 249  20 028 

Levies received  24 249  20 042 
Interseta transfers in  -   - 
Interseta transfers out  -  ( 14) 

Levy income: Employer Grants  118 084  100 530 
Levies received  118 084  100 530 

Levies received  118 084  100 597 
Interseta transfers in  -   2 
Interseta transfers out  -  ( 69) 

Levy income: Discretionary Grants  46 732  39 059 
Levies received  46 732  39 059 

Levies received  46 732  39 085 
Interseta transfers in  -   1 
Interseta transfers out  -  ( 27) 

 189 065  159 617 

Penalties and Interest4.	
 1 211   973 

Skills Development Levy: penalties   844   648 
Skills Development Levy: interest   367   325 

Investment Income5.	
Distributions to owners Note

Listed Investments 5.1   9  - 
Capitalised investment   286  - 

Investment income
Interest received on bank accounts  22 377  13 531 
Interest receivable  4 281  3 810 
Fair value adjustments  1 135   54 

 28 088  17 395

5.1 The dividends were received amounting to R9 438.12. for 16 200 shares at 58.26 cents per share. These shares 
were allocated to the LGSETA through the demutualisation process. The capitalised amount relates to the value of 
the listed investments. 
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Employer Grant And Project Expenses6.	
Note 2007/08 2006/07

R’000 R’000
Mandatory grants  110 179  82 524 

Disbursed  106 158  75 543 
Movement in provisions and accruals  4 021  6 981 

Discretionary grants  20 296  14 995 
Disbursed  21 795  14 864 
Movement in provisions and accruals  (1 499)   131 

Project expenditure 6.1  13 104  12 547 
Disbursed  11 400  13 663 
Movement in provisions and accruals  1 704  (1 116) 

 143 579  110 066 

Project Expenses Consist of:6.1	

Note 2007/08 2006/07
R’000 R’000

Direct project costs  13 104  12 547 

Administration Expenses7.	

Depreciation of Property Plant and Equipment Note   364   242 
Amortisation of software  ( 30)   121 
(Gain)/gain on disposal of property, plant and equipment  ( 25)   24 
Operating lease rentals  - Buildings  1 178  1 136 
Maintenance, repairs and running costs   768   666 

Property and buildings   451   424 
Machinery and equipment   317   242 

Advertising, marketing and promotions, communication  3 767  2 790 
Conferences and workshops   316   232 
Consultancy and service provider fees  2 356  2 384 
Legal fees   239   114 
Cost of employment 7.1  11 950  9 284 
Travel and subsistence  1 242  1 153 
Staff training and development   253   184 
Remuneration to members of the audit committee   203   32 
External auditor’s remuneration - Audit Fees   418   396 

  835   390 
General Operational Expenses   608   278 
Internal Audit Fees   227   112 

 23 834  19 148
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Cost of Employment7.1	

Restated
2007/08 2006/07
 R’000  R’000 

Salaries and wages  9 855  7 758 
Basic salaries  9 445  7 293 
Leave payments   410   465 

Social contributions  2 095  1 526 
Medical aid contributions   484   351 
Pension contributions: defined contribution plans  1 558  1 141 
UIF   53   34 

 11 950  9 284 
Allocation of cost of employment
Administration expenses 7  11 950  9 284 

Average number of employees  42  39 

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

Property, Plant and Equipment8.	

Year ended 31 March 2008 Cost
Accumulated 
depreciation/ 
impairment

Closing 
carrying 
amount 

R’000 R’000 R’000
Computer equipment  1 745  ( 945)   800 
Office furniture and fittings  1 239  ( 782)   457 
Office equipment  1 009  ( 494)   515 
Balance at end of year - Owned Assets  3 993  (2 221)  1 772 

Year ended 31 March 2007 Cost
Accumulated 
depreciation/ 
impairment

Closing 
carrying 
amount 

R’000 R’000 R’000
Computer equipment  1 594  ( 841)   753 
Office furniture and fittings  1 182  ( 694)   488 
Office equipment   760  ( 394)   366 
Balance at end of year - Owned Assets  3 536  (1 929)  1 607

Movement summary 2008
Carrying 
amount 

2007
Additions Disposals

Depreciation 
charge

Accumulated 
depreciation 
on disposals

Carrying 
amount 

2008

R’000 R’000 R’000 R’000 R’000 R’000

Computer equipment   753   202  ( 51)  ( 155)   51   800 
Office furniture and fittings   488   82  ( 25)  ( 108)   20   457 
Office equipment   366   250  ( 1)  ( 101)   1   515 
Balance at end of year  1 607   534  ( 77)  ( 364)   72  1 772 

Movement summary 2007
Carrying 
amount 

2006
Additions Disposals

Depreciation 
charge

Accumulated 
depreciation 
on disposals

Carrying 
amount 

2007

 R’000  R’000  R’000  R’000 R’000  R’000 

Computer equipment   560   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 owned assets  1 257   615  ( 318)  ( 242)   295  1 607 
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Intangible Assets9.	

Cost
Accumulated 
amortisation/ 
impairment

Closing 
carrying 
amount 

Year ended 31 March 2008 R’000 R’000 R’000

Computer software  1 099  ( 719)   380 

Year ended 31 March 2007
Computer software  1 069  ( 749)   320 

Carrying 
amount 

2007
Additions Disposals

Amortisation 
charge

Accumulated 
Depreciation 
on disposals

Carrying 
amount            

2008
R’000 R’000 R’000 R’000 R’000 R’000

Movement summary 2008
Computer software   320   30  -   30  -   380 

Movement summary 2007
Computer software   403   38  ( 121)  -   320 

Investments10.	
2007/08 2006/07
 R’000  R’000 

Opening carrying amount  1 157  1 103 
Additions - -
Fair value adjustments  1 135   54 
Closing carrying amount  2 292  1 157 

Listed shares at market value   286  - 
 2 578  1 157 

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. The 
above investments are in contravention of the PFMA and are in the process of being liquidated. These investments 
are classified as at fair value through profit and loss
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.

Prepayments and Advances11.	
2007/08 2006/07
 R’000  R’000 

Prepaid Expenses   57  3 205 

Amounts paid in advance in respect of rental for the Head Office for the current year. Amount paid in advance in 
respect of discretionary grants funded projects (2006/07).

Trade And Other Receivables From Non-Exchange Transactions12.	
Restated

2007/08 2006/07
Overpayment to employers  R’000  R’000 
Mandatory Grants overpaid   649 -

Trade And Other Receivables From Exchange Transactions13.	
 5 187  4 645 

Sundry debtors   863   787 
Deposits   30   30 
Interest receivable  4 281  3 810 
Staff Loans - Short term   13   18
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Inventories14.	
2007/08 2006/07
 R’000  R’000 

Opening carrying amount   70 
Amounts utilised  ( 70) 
Inventory   64   70 

  64   70 

Cash and Cash Equivalents15.	
Cash at bank and in hand  109 225  69 221 

Cash at bank  109 219  69 212 

Cash on hand   6   9 

Short term investments/instruments  200 856  182 249 

Cash and cash equivalents at end of year  310 081  251 470

As required in Treasury Regulation 31.2, National Treasury approved the banks where the bank accounts are held. 
Included in cash at bank is a current account with a balance of R1.056 million (2006/07: R0.974 million) in respect of 
NSF funds received in advance.  The funds were received from the National Skills Fund for the purposes of the Com-
munity Development Workers Programme. The funds may not be used for any purposes except for this programme.
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. 

Skills Development Grants payable16.	
Mandatory 

Grants
Discretionary 

Grants
Discretionary 

Grants - Projects
2007/08

Restated 
2006/07

R’000 R’000 R’000  R’000  R’000 
Open carrying amount  10 817  1 600   146  12 563  46 665 
Amounts utilised  (10 817)  (1 600)  ( 146)  (12 563)  (46 665) 
Change in estimate  14 839   101  1 850  16 790  12 563 
Closing carrying amount  14 839   101  1 850  16 790  12 563 

Non-current
Current  14 839   101  1 850  16 790  12 563 
Total  14 839   101  1 850  16 790  12 563

National Skills Fund, Government Grants And Donor Funding17.	
2007/08 2006/07

R’000 R’000
National Skills Fund
Opening balance   974  2 240 

Received during the year   82  22 853 
Community Development Workers Programme  -  22 493 

Interest received   82   360 
Utilised and recognised as revenue

Conditions met:
Community Development Workers Programme  -  (24 119) 

Closing balance  1 056   974
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Trade And Other Payables From Non-Exchange Transactions18.	
2007/08 2006/07
 R’000  R’000 

SARS Payables (provision)   124  - 

Trade And Other Payables From Exchange Transactions19.	
2007/08 2006/07

R’000 R’000
 4 028  1 095 

Service provider fees outstanding  3 382   756 
Accruals   646   339

Provisions20.	
Employee leave 

provision
Employee 

bonus provision
2007/08 2006/07

R’000 R’000 R’000 R’000
Open carrying amount  1 101   154  1 255  1 005 
Amounts utilised  ( 410)  ( 960)  (1 370)  (1 293) 
Change in estimate   376   971  1 347  1 543 
Closing carrying amount  1 067   165  1 232  1 255 

Non-current
Current  1 067   165  1 232  1 255 
Total  1 067   165  1 232  1 255 

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 2008.
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 2008

Reconciliation Of Net Cash Flow From Operating Activities To Net Surplus21.	
Note 2007/08 2006/07

R’000 R’000

Net surplus as per statement of financial performance  50 951  48 771 
Adjusted for non-cash items:

Depreciation of Property Plant and Equipment   364   242 
Amortisation of software  ( 30)   121 
(Gain)/Loss on disposal of property, plant and equipment  ( 25)   24 
Fair Value Adjustments  (1 421)  ( 54) 

Adjusted for items separately disclosed
Investment income  (26 196)  (15 417) 

Adjusted for working capital changes:
(Increase)/decrease in prepayments  3 148  (3 135) 
(Increase)/decrease in receivables  (1 191)  7 123 
(decrease)/Increase in payables  7 343  (38 494) 
Decrease in inventories   6  ( 70) 

Cash (utilised in) / generated from operations  32 949  ( 889) 

Contingencies22.	
The LGSETA is involved in labour-related claims. While the liability is not admitted, if the claims are successful, then 
costs could amount R1 159 657. 
In terms of the PFMA, all surplus funds as at year-end may be forfeited to National Treasury.  A request for the ac-
cumulation of surplus funds was submitted to National Treasury.  An approval for the accumulation of surplus funds 
has been granted by National Treasury on  4 July 2008. 
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Commitments	23.	
Discretionary Reserve23.1	
Of the balance of R297.5 million (2006/07 : R246.6 million) available in the discretionary reserve at the end of March 
2008, an amount of R90.3 million (2006/07 : R76.6 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 indicated.  

Opening 
balance 
2006/07

Approved 
by 

Accounting 
Authority

Utilised 
Opening 
balance 
2007/08

Approved 
by 

Accounting 
Authority

Utilised

Unutilised 
reversed 

Discretion-
ary 

Total

R’000 R’000 R’000 R’000 R’000 R’000 R’000 R’000
Implement Sanitation L/Ship (Employers - Peninsula)  1 339  -  1 339  (1 339)  - 
Municipal Fin & Admin L/Ship - SIYAYA  4 000  (2 500)  1 500  1 500 
Municipal Fin & Admin L/Ship  3 312  -  3 312  (3 312)  - 
CDW Training  14 648  (1 122)  13 526 
Internal Audit Training  3 500  ( 574)  2 926 
L/Ship Implementation - LED  3 766  (1 973)  1 793  ( 91)  1 702 
L/Ship Implementation - Electricity   361  -   361  ( 361)  - 
Employer Grants for Water Learnerships  4 341  (1 844)  2 497  (2 497)  - 
Waste management L/Ship (Inst. of Waste)  1 750  -  1 750  ( 50)  ( 800)   900 
NQF2 Skills Programme - NCWSTI  1 690  ( 382)  1 308  1 308 
SGB Support   858  -   858  ( 858)  - 
Curriculum Development   605  5 000  (2 214)  3 391  (3 391)  - 
Development & Implementation Trade Qualifications  -  - 
Learnership Development - Mvula Trust   93  -   93  ( 93)  - 
Material Development   64   64   867  ( 627)   304 
Community Development Project Costs  2 123  ( 596)  1 527  (1 527)  - 
Learnership Development & Implementation Support   78  28 596  ( 70)  28 604  (12 317)  16 287 
Centre for Continuing Education -Pentech   129   147   276  ( 276)  - 
Centre for skills Dev Technology (DIT)   251  -   251  ( 251)  - 
Learnership Development - SGB Support  1 493  -  1 493  ( 11)  1 482 
Material Dev - (Education Training Unit)   66  -   66  ( 66)  - 
Material Dev. Mun. Fin (GTZ/Pta Univ.)  -  ( 233)  ( 233)   233  - 
Councillor Development - SALGA   103  -   103  ( 103)  - 
Grants to Employers for ABET Training  7 050  (6 254)   796  2 055  (2 512)   339 
Bursaries for learners - scarce skills  -  ( 556)  ( 556)  7 500  ( 254)  6 690 
ABET Training   378  ( 1)   377  ( 377)  - 
Women’s Development  -   1   1  ( 1)  - 
Northern Cape MTI   271  -   271  ( 271)  - 
LGNET DBSA  -  5 000  (2 850)  2 150 
Project Management Training  1 532  ( 690)   842  ( 842)  - 
Contract Management Training   176  -   176  ( 176)  - 
Stakeholder Capacity Building   358   300  ( 654)   4   500   504 
SSP - Review   435  11 087  (1 671)  9 851  3 913  ( 53)  (9 798)  3 913 
National House of Traditional Leaders  5 000  (1 281)  3 719 
Skills Audit - DPLG  20 000  (2 987)  17 013 
SDF Training  1 616  ( 956)   660  1 000  ( 937)   723 
Expanded Public Works  7 110  (2 602)  4 508  (4 508)  - 
Marketing & Promotions of NSDS   523  -   523  ( 63)   460 
Infrastructure Asset Management  -  -  -  9 750  (1 710)  8 040 
Recognition of Prior Learning (RPL)   482  -   482  ( 482)  - 
Monitoring & Evaluation (SAQA)   229  -   229   229 
Quality Assurance (QALA)   385  -   385   385 
Accreditation of Providers  -  ( 526)  ( 526)   453  ( 190)  ( 263) 
Monitoring & Evaluation (ETQA)  1 220   654  ( 654)  1 220   900  ( 683)  1 437 
Quality Management System Development  -  -  -  1 303  ( 837)   467 
Assessor  Moderator & Verifier Training   850   900  (1 788)  ( 38)  4 283  (2 610)  1 635 
Design & Layout (PUMP CK)   194  -   194  ( 194)  - 
Skills Programme implementation for the disabled  8 376  (1 524)  6 852  (6 852)  - 
Training sustainable new ventures  -  1 636  ( 110)  1 526 
Qualifications Development (JIP SAQA)  -  1 000  ( 831)   169 
Internships Civil Engineering  -  2 000  ( 700)  1 300 

Total  57 607  46 537  (27 540)  76 604  85 308  (33 400)  (38 142)  90 370 
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Operating Leases23.2	
At the reporting date the entity has outstanding commitments under operating leases which fall due as follows:

2007/08 2006/07
R’000 R’000

Within one year  1 229   922 
In the second to fifth year inclusive  1 394  1 722 
After five years  - -
Total  2 623  2 644 

The operating lease relates to building premises used for office accommodation. Lease agreements for the LGSETA’s 
provincial offices are expiring between 31/05/2008 and 30/04/2010.  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 negoti-
ated for a period of three years.  The rental for Head Office escalated annually with 8% and provincial offices on 
average between 8 - 10%.

Material losses through criminal conduct, irregular, fruitless and wasteful expenditure24.	
Irregular expenditure
An amount of R46 476 relating to non compliance with the supply chain management  policy. This has been 
forwarded to the relevant authority for condonation
Fruitless and wasteful expenditure
An amount of R52 958 for a  conference for training providers which did not materialise. Disciplinary action was 
instituted against the employee involved.  A sanction of final warning was imposed against the employee.

Events after reporting date25.	
A new operating lease contract was entered into for the Durban offices on 1 May 2008.  As there was no indication 
that the contract will be renewed, no adjustments were made.  The renewed contract will start 1 May 2008 and will 
be for 5 years, lease payments will be straight lined from that date until the contract expires.

Financial instruments26.	
In the course of the LGSETA operations it is exposed to interest rate, credit, liquidity and market risk.  The LGSETA has 
developed a comprehensive risk strategy in terms of TR 28.1 in order to monitor and control  these risks.  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. 
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The LGSETA’s exposure to interest rate risk and the effective interest rates on financial instruments at reporting date 
are as follows:

Fixed Floating
Non-interest 

bearing Effective 
interest rate

TOTAL        

 Amount            
R’000

 Amount            
R’000

 Amount            
R’000

 R’000

Year ended 31 March 2008 
Assets 
Investments  2 292  2 292 
Cash - cash in bank  109 219  7,8%  109 219 

- cash on hand  6  6 
Short term investments  200 856  10,4%  200 856 

Accounts receivable  5 244  5 244 
Total financial assets  200 856  111 511  5 250  317 617 

Liabilities 
Accounts payable  (4 028)  (4 028)
Total financial liabilities  -  -  (4 028)  (4 028)

Net Financial assets  200 856  111 511  1 222  313 589 

Year ended 31 March 2007 
Assets 
Investments  1 157  3,6%  1 157 
Cash - cash in bank  69 212  5,5%  69 212 

- cash on hand  9  9 
Short  term investments  182 249  7,1%  182 249 

Accounts receivable  7 850  7 850 
Total financial assets  182 249  70 369  7 859  260 477

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 ac-
counts 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 Regula-
tion 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.
Liquidity risk
The LGSETA manages liquidity risk through proper management of working capital, capital expenditure and actual 
vs. forecasted cash flows.  Adequate reserves and  liquid resources are also maintained.
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.
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Financial Instruments
The LGSETA’s financial instruments consist mainly of cash and cash equivalents, account and other receivables, and 
account and other payables.  No financial instruments were carried at an amount in excess of its fair value and fair 
values could be reliably measured for all financial instruments.
Financial assets and financial liabilities are recognised on the entity’s Statement of Financial Position when the entity 
becomes party to the contractual provisions of the instrument. 
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits and are subject to an insignificant risk 
of changes in value. These are initially and subsequently recorded at fair value. 
Accounts receivable
Accounts  receivables are subsequently measured at amortised cost using the effective interest method, less any 
impairment losses. 
Investments
Investments are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value 
through profit or loss. The guaranteed capital investments are disclosed at fair value based on the external parties 
valuations at reporting date.  
Accounts payable
Trade and other payables are stated at amortised cost, which approximates their fair value due to the short-term 
nature thereof.

Prior Period Error27.	
Reason for the change
The prior period error arose due to the previous incorrect interpretation of the accounting policy. This 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 
1999.
The incorrect interpretation was based on the premise that the skills development levies accrued to the LGSETA in 
the payroll month in which the employers were liable to file SDL returns and pay the levies to SARS.  The employers 
do not pay SDL levies directly to the LGSETA but  to SARS. SARS collects the levies on behalf of the Department of 
Labour (DoL), a government department.  SARS deposits the monies into the National Revenue Fund and provides 
schedules of SDL collected on behalf of LGSETA to DoL.  DoL provides these schedules to the LGSETA and withdraws 
the funds in respect of these collection from the National Revenue Fund and remits them to the LGSETA in the form 
of transfers. It then takes two months for the levies collected to be deposited to the LGSETA from the last day the 
employers are required by law to pay the levies to SARS.
The revised interpretation that resulted in the prior period error is based on the premise that revenue from the 
collection of Skills Development Levies becomes due and payable to the LGSETA when the Department of Labour 
(DoL) provides the LGSETA with a schedule of skills development levy payments or makes payments to the LGSETA, 
whichever event comes first.
The overall effect is that revenue amounts received from DoL in the first two months of the 2007/08 financial year 
were previously accrued for and recognised in the 2006/07 financial year (receipts of the first two months of 2006/07 
financial year were recognised in the 2005/06), the receipts referred to are now recognised in the financial year 
in which they are received, and, similarly approved mandatory grants relating to the receipts were previously 
recognised in the year the revenue was accrued for, they are now recognised in the year the revenue is received.
The amounts disclosed in the annual financial statements for 2007/08 have been arrived at after taking into ac-
count the impact of the prior period error. The 2006/07 figures have been restated to give effect to the prior period 
error. The cumulative impact from the 2000/01 financial year up to the 2005/06 have been applied to the reserves 
of the 2005/06 financial year as presented in the statement of changes in funds in accordance with GRAP 3.
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Impact of the change

R’000 R’000
Statement of changes in net assets 2006/07
Net surplus as previously stated  56 984 

Levy Income  (11 555) 
Employer Grants and Project expenses  3 342 

Restated net surplus  48 771 

Effect on Statement of financial position 2006/07 2005/06
Decrease in SARS receivable  32 659  28 912 
Decrease in Skills development grants payable  (16 580)  (11 877) 
Net effect of SARS receivables  prior years  (23 746) -
Levy prepayment reversed  ( 36) -
InterSeta receivables  (1 506) -
(Increase)/decrease in Discretionary Reserve fund  (9 209)  17 035 

Employer Grants and Project Expenses
Skills development grant payable as previously stated  29 143  58 543 
Adjustment on Skills development grants payable  (16 580)  (11 877) 
Restated Skills development grant payable  12 563  46 666 

Related Party Transactions28.	
Transactions with other SETA’s28.1	
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:

2007/08 2006/07
R’000 R’000

Transfers in/
out during 
the year

Amount 
receivable/ 

payable

Transfers in/
out during 
the year

Amount 
receivable/ 

payable
Receivables -  -   3  - 
FASSET  - -   3 -

Payables  - -   110  - 
ENERGY SETA  - -   44 -
SERVICES  -  -   66  - 

Total  -  -  ( 107)  - 
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Transactions with other related parties28.2	
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:

2007/08 2006/07

R’000 R’000

Organisation
Accounting 

Authority 
Member

Transaction type
Amount 
of the 

transaction

Amount 
of the 

transaction

Pixley Ka Seme Municipality Cllr. H Jenkins Learnership, ABET & Internship Grants   267   131 

Bophirima Municipality Cllr. G Lobelo Learnership/ ABET Grant   324  2 200 

IMATU  - Ethikweni Municipality Mr. K Goodsell Learnership/ Internship Grant  1 100  3 601 

SAMWU - Lekwa Municipality Ms. B Tilly Learnership/ ABET Grant

IMATU - Ekurhuleni Municipality Mr. W Killian Learnership/ ABET Grant   270 

SAAWU - Johannesburg Water Ms. T Voight Learnership Grant   85   105 

SALGA Adv M Yawa Learnership Grant   77 

SALGA Mr P Raedeni

SALGA Mr T Mthetwa

SALGA Ms S Mbatha

Total  1 776  6 384 

Taxation29.	
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.

New Accounting Pronouncements30.	
At the date of authorisation of these financial statements there are Standards and Interpretations in issue but not 
yet effective.  These include the following Standards and Interpretations that are applicable to the LGSETA and may 
have an impact on future financial statements.

Effective date,  
commencing on or after

GRAP 5 Borrowing Costs ‘01 April 2009
GRAP 9 Revenue from exchange transactions ‘01 April 2009
GRAP 10 Financial Reporting in Hyperinflationary Economies ‘01 April 2009
GRAP 12 Inventories ‘01 April 2009
GRAP 13 Leases ‘01 April 2009
GRAP 14 Events after the reporting date ‘01 April 2009
GRAP 17 Property, plant and equipment ‘01 April 2009
GRAP 19 Provisions, Contingent Liabilities and Contingent Assets ‘01 April 2009
GRAP 23 Revenue from Non-exchange Transactions (Taxes and Transfers) ‘01 April 2009
GRAP 24 Presentation of Budget Information in Financial Statements ‘01 April 2009
GRAP 100 Non current assets held for sale and discontinued operations ‘01 April 2009
GRAP 102 Intangible assets ‘01 April 2009

The LGSETA shall apply Standards of GRAP for annual financial statements covering periods beginning on or after a 
date to be determined by the Minister of Finance in a regulation to be published in accordance with section 91(1)
(b) of the PFMA.  This date has not yet been published as at the date of this set of financial statements.
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