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ABET  Adult Basic Education and Training
AIDS  Acquired Immune Deficiency Syndrome
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DG Director-General
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DoL  Department of Labour 
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DTI  Department of Trade and Industry
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ETQA  Education and Training Quality Assurance
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KAP Key Agricultural Producers
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MoA  Memorandum of Agreement
MoU  Memorandum of Understanding
MTA  Manpower Training Act

GLOSSARy OF TERMS
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NGO Non-Governmental Organisation
NQF  National Qualification Framework
NMMU Nelson Mandela Metropolitan University
NSDS  National Skills-Development Strategy
NSF  National Skills Fund
OG&CM  Oil, Gas and Chemical Manufacturing
PSDF  Provincial Skills-Development 
 Forum
PST  Provider Support Team
PFMA  Public Finance Management Act
QALA  Quality Assurance of Learner Achievements
QCTO  Quality Council for Trades and Occupations
RCC  Regional Co-ordinating Committee
RSA  Regional Skills Advisor
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SABS  South African Bureau of Standards
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It is widely acknowledged that the most important determinant of a country’s 
competitiveness is its human talent. As a country, our capacity to educate, 
train and harness the abilities of all our people will determine whether we 
succeed in today’s challenging environment.

The Chemical Industries Education and Training Authority (CHIETA) is 
acutely aware of our role to foster South Africa’s global competitiveness by 
developing scarce and critical skills and providing world class education and 
training in the chemicals sector. 

To this end, I am delighted by the significant inroads and successes the CHIETA 
has enjoyed this past year in supporting the National Skills Development 
Strategy III (NSDS III). 

During the period under review, the NSDS III goals were aligned to the 
country’s national training imperatives. We in turn, aligned our organisational 
priorities to NSDS III through the CHIETA Strategic Plan 2011-2016. This will 
ensure that the CHIETA’s business processes and systems fully support the 
national and sector specific skills development objectives.  

The New Growth Path and Industrial Policy Action Plan II are two of the 
national development strategies put forward by the Human Resources Development Council of South Africa, 
in partnership with business, organised labour and civil society. These strategies form the back bone of our 
institutional response and delivery programme. Furthermore, the performance agreement of the Honourable 
Minister of Higher Education and Training, Dr. B. Nzimande, played an integral part in defining our strategic 
focus areas and targets to ensure we fully support the national training imperatives. 

We are proud to have achieved and, in some cases, exceeded our organisational targets as articulated in this 
Annual Report. This augurs well for sustaining high quality delivery and impact for the remainder of NSDS III.

Effective corporate governance was a major priority for the newly appointed Governing Board. The board, 
together with management, worked diligently to ensure that we discharge our role as the Accounting Authority, 
understand and mitigate organisational risks within our environment, continuously build capacity to understand 
our fiduciary responsibilities and that the disbursement of grants are properly managed and governed. I am 
pleased to report that the board has fully dispensed our oversight role of the CHIETA.

The fact that the CHIETA has again obtained an unqualified audit opinion from the Auditor General is evidence 
of this and further serves to instil further confidence in our stakeholders that resources are managed in a 
disciplined and compliant manner.

Going forward the CHIETA will intensify our efforts to support NSDS III and the honourable Minister of Higher 
Education and Training, Dr B Nzimande, in developing the skills needed for sustained economic growth.

CHAIRPERSON’S REPORT
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To achieve this, the CHIETA will ensure strong alignment with government’s strategy for growth in areas where 
skills shortages exist through career guidance programmes to expose young people to opportunities in the 
chemicals sector. We will also work closely with our industry partners to provide learnerships and internships 
for the unemployed youth, particularly from rural areas, to afford them opportunities to gain experience that will 
serve as a springboard to gainful employment in our industry. 

Furthermore, re-skilling unemployed graduates to improve their employability and skills portability, along with 
foundational learning in science, maths, languages and technology, green skills development and artisan 
training will form important focus areas over the next few years.

This past year the Governing Board has collectively focused attention on the appropriate and most pertinent 
issues facing the CHIETA. This gives me confidence in the education and training authority’s ability to fully 
support our industry partners in developing and sustaining a competent and highly skilled workforce in our nine 
sub-sectors. This can, however, only be achieved by mutual commitment of all role players in our sector and 
by making “every workplace, a training space”.  To translate this vision into reality, the CHIETA has established 
a task team to engage industry and address any challenges that prevent workplace experience opportunities 
to students that have completed their theoretical training. 

I am confident the CHIETA’s robust foundation for the continuous enhancement of skills for the chemical 
industries sector will ensure we reach even greater heights in future. 

In closing, I extend my sincere gratitude and appreciation to all our stakeholders, our principals in the 
Department of Higher Education and Training, the Governing Board and especially the CHIETA management 
and staff, for their support and commitment to helping us contribute meaningfully towards skills development 
and growing South Africa’s competiveness as a nation.

MS NOLITHA FAKUDE
Chairperson

Chairperson’s reporT



7

CEO’S REPORT 2011/2012

The year 2011/12 began with the appointment of the new CHIETA Accounting 
Authority (Board), a new Constitution to implement the new integrated 
human resources development strategies of South Africa that required to be 
addressed. 2011-12 was in essence a brand new year in support of the new 
National Skills Development Strategy III, by way of the appointment by the 
honorable Minster of Higher Education and Training, of a new Governing Board 
on 08 April 2011. This new landscape required a great deal of re-organizing 
of our business processes, and designing enhanced implementation and 
delivery systems in the CHIETA.

The new skills development landscape whilst building on the successes 
of the past, brought about many changes and new delivery areas. On the 
performance side, the CHIETA achieved/overachieved on 86% of our 
performance targets as demonstrated in this Annual Report. We are proud to 
have attained yet another unqualified audit opinion. 

The year under review saw inter-alia, the following successes at the CHIETA:

• Effective implementation of governance and compliance
• Maintain our “green” status on the National Learner record database submissions
• Disbursed 91% of skills development levy income received for mandatory grants
• Enjoy committed oversight on the Discretionary Grant processes through a dedicated Board Committee 

called the Grants Committee
• Approve strategic allocation of grants linked to NSDS III and National priorities
• Re – energise the CHIETA Chambers and stakeholder processes
• Obtain an unqualified Audit opinion and on performance information and pre-determined objectives
• Obtain a high quality organisational performance report for 2011\12  

The year under review focused on building a sound organizational framework, premised on inter alia, good 
governance, establishing a credible institutional mechanism for skills planning and  working hard to put into 
place systems and processes to deliver to the expanded mandate of NSDS III. All of this work was done in 
order to train a highly skilled and competent workforce for the chemical industries sector companies. For this 
to happen, the CHIETA has succeeded in building strong relationships with industry, public institutions of 
education and training and organized labour within our sector.

2011/12 was the best year ever at the CHIETA in terms of increasing company participation through Workplace 
Skills Plan (WSP) submissions. Whereas in 2010/11 the CHIETA received 518 WSPs, in the year under review, 
we received a massive 679 WSPs! This increased participation rate demonstrates that CHIETA companies 
have faith in the CHIETA as their SETA and want to work with us. Through this new WSP process, the CHIETA 
for the 1st time since its inception has started to understand its work force. We now have details about close to 
125,000 workers within our industry We know them by name, occupation, company, gender, age, geographic 
location, etc. 
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This new way of gathering labour market data has also yielded a great deal of baseline information for research 
purposes to produce more credible Sector Skills Plans in coming years. The plan for 2012/13 is to refine the 
data gathering instruments so as to allow for “deeper” research to establish the actual skills gaps of workers, 
to develop an occupational profile dictionary for the chemical industries sector and to plan for the real training 
needs of our industry and our workforce for the short, medium and long terms.

2011/12 saw enhanced and consolidated work processes and systems being put into place as well as stringent 
control mechanisms in the area of grants allocation and grant disbursement. We capacitated new participating 
companies within our sector through a strong stakeholder engagement system in support of our new Chambers 
that were constituted by way of rigorous nomination processes and streamlining the work of the Chambers. 

The CHIETA Levy income in 2011/12 increased by 11.3% from R297.2 million (in the 2010/11) financial year to 
R330.9 million (2011/12) financial year. 

Building a new training system for post-school education and training is an exciting journey, where we learn 
continuously; therefore it has become imperative to regenerate the CHIETA into a learning organization, 
implementing personal development plans for our staff members and attending relevant training courses. 

We wish to acknowledge the role played by both our Internal Audit team and the Auditor General for working with 
the CHIETA and our Audit Committee as we build the new training landscape, where performance information 
is receiving ever greater focus. 

We look forward to the year ahead, what with the support of our dedicated staff members, continued cooperation 
from our stakeholders and our knowledgeable, supportive and visionary Accounting Authority (Board) and its 
Committees. The CHIETA Board has set the example by deciding under the able Chairpersonship of Ms 
Nolitha Fakude to strive to work as a homogeneous whole in support of our sector, rather than to focus mainly 
on separate constituencies with vested interests. This modus operandi has also impacted positively on our 
stakeholder structures. With such support we should continue to make strides in the future and we will continue 
to work hard and do South Africa proud.
 

AyESHA ITzKIN
Acting Chief Executive Officer

Ceo’s reporT 2011/2012
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MEET OUR BOARD GOVERNING BOARD 
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APPRENTICE TRAINING UNIT (TSHIDI MAGONARE) 
(Learning Programme Development and Implementation)  

During the year under review the Learning Programme Development and Implementation 
Business Unit was responsible for the implementation of the two focus areas, namely, Learning 
Programme Development and Learning Programme Implementation. These two areas are detailed 
below. In the area of learning programme development, the Unit worked closely with the ETQA Unit 
Manager, since there is now clearer direction on the way forward in terms of this deliverable that the 
Standards Generation Bodies were previously responsible for. In future it is likely that  the functions 
of the  ETQA Unit, including that of developing of occupational qualifications will be a ETQA function 
under the auspices of the Quality Council for Trades and Occupations. Through this cooperative work 
in the ETDQA, key staff across the Division have been capacitated to understand what is required for 
occupational learning programme development.

1. LEARNING PROGRAMME DEVELOPMENT
 
1.1 Qualifications Development as per the Quality Council of Trade and Occupations (QCTO) 

approach:

 The CHIETA was mandated by the QCTO to develop the occupational qualifications listed below following 
the QCTO processes and methods, as the Development Quality Partner (DQP) The DQP needs to 
comprise of experts in the qualification concerned, all other roleplayers such as public FET Colleges, 
Universities of Technology, Professional Bodies, Industry, Unions, etc.

• The Welder Learning Programme (OFO Code :651202)
• Metal Fabrication Learning Proogramme (OFO Code :651401)

 
 The key outcomes/deliverables of the occupational qualification development process are:

• Scope the Curriculum 
• Develop the Occupational Profile
• Develop the Learning Components Specifications, including internal assessments
• Develop the Occupational Curriculum
• Develop the Qualification Assessment Specifications for External Assessments
• Occupational Qualification finalised (ready to be registered with the QCTO once public comments 

are considered)

 During the year under review,  the following was achieved:

• Service level agreements signed with the QCTO
• Scoping of two qualifications completed
• Occupational profiles and related tasks identified 
• Theoretical and Practical tasks identified 

ETDQA
ETDQA Executive Manager: Ayesha Itzkin
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 In the next business cycle, the Qualification Assessment Specifications for External Assessments, 
the public verifications process (i.e. where a notification will be circulated to the broader stakeholders 
to comment on the developed qualifications from the CHIETA website) and then registration of the 
qualifications will be finalised.

1.2  Learnerships Development and Registration

 The LPD&I Unit also developed and registered the Learnership: Medical Sales Representation, which is 
largely required by the Pharmaceutical Sector. It is to be noted that the quality assurance and certification 
of this Learnership is the responsibility of the South African Pharmacy Council (SAPC). 

2. LEARNING PROGRAMME IMPLMENTATION 

 The primary responsibility of the Unit is to work on apprentice training. The LPD&I business unit facilitated 
artisan development within the chemical sector through various  activities and related achievements 
listed below:

2.1 National Artisan Training Committee (NATC)

 According to Section 12D of the Manpower Training Act, No 56 of 1981 (MTA) an accredited training 
board shall, unless the registrar determine otherwise, establish an executive committee, training 
committees and other committees to which the training board may delegate and assign any of its powers 
and functions set out in its constitution or in the MTA, to perform on its behalf, which delegation or 
assignment may in the discretion of the relevant training board (thus a SETA) at any time be varied or 
withdrawn. The National Artisan Training Committee (NATC) has been constituted to play this role.

 The  NATC represents all stakeholders, business, organized labour and apprentice training providers 
that are experts in a variety of trades. NATC is also responsible for ensuring the effectiveness of the 
artisan related functions and obligations of the Apprenticeship Training Unit.

 During the year under review, the new NATC was constituted, since the period of appointment of its 
predecessor had ended.  8 NATC meetings were held. In these meetings, providers’ accreditation reports 
were approved, technical studies were commissioned and presented and apprenticeships contracts 
were rescinded, extended or reduced. A delegation to the World Skills Competition in London 2011 was 
appointed to observe the competition for the CHIETA to learn lessons, so as to host our own Competition 
going forward. A report was approved by the Board for implementation.

2.2 Accreditation, inspection, monitoring and evaluation of providers, employers of apprenticeship training 
and decentralised trade test centres (DTTCs. It should be noted that the CHIETA ACCREDITS its 
providers and employers using stringent criteria to ensure high quality delivery.

• Accredited 2 new Providers of Apprenticeship Training to conduct off the job training. The CHIETA 
has to date 38 accredited Providers of Apprenticeship Training

• Inspected 1 new employer to provide workplace experience for apprentices. The CHIETA has to 
date 9 inspected Workplace Sites

• Accredited 4 new employers to implement Apprenticeship Workplace Training. The CHIETA has to 
date 31 approved Workplace Sites

eTDQa
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• Accredited 1 Decentralised Trade Test Centre (DTTC) to conduct trade tests against the CHIETA 
trades. The CHIETA now has a total of 32 accredited DTTCs

• Audited 28 out of 32 DTTCs together with the Department of Higher Education and Training: 
National Artisan Moderation Body (DHET: NAMB) to implement  the revised trade tests. CHIETA 
stakeholders also participated in the revision of the new trade tests.

• Conducted 30 monitoring and evaluation site visits to provide support and ensure consistency 
across all its accredited sites.

2.3 Administration of Apprentices: Sections 13 and 28
        
 Artisan development is crucial for the advancement of the NSDS 3, the New  Growth Path and job 

creation in South Africa. During 2011-12 the total number of registered apprentices (for both section 13 
and 28 including those in Engineering Learnerships) is about 1708 . Of this number, qualified artisans 
issued with certificates are about 348. 

2.4   N1 / N2 Equivalent Examinations
     
 Following a recommendation from the NATC the CHIETA undertook to develop a system to implement 

the N1 and N2 Equivalent examinations 3 times a year to enhance access into Artisan Programmes 
and readiness for trade tests. This decision was taken more than 2 years ago, when it was not clear 
if FET Colleges would continue tioo offer the N-Courses. During the year under review  a total of 259 
applications were received across 14 subjects (for both N1 and N2). Out of this total, 151 were declared 
competent and 108 that were not yet competent could still apply to re-write.

2.5   Special Projects to support Artisan Development within the chemical industries sector
                 
 The following initiatives were designed and put in place to support artisan development within the 

chemical industries sector:

• Gap Training:
 A need was identified to support potential candidates who partially met the requirements for trade 

tests for  candidates with gaps in terms theoretical training  of up to  3 weeks out of the 32 weeks 
required for theoretical training, and/or workplace experience (that is those who are short of the 
required number of weeks for workplace experience).

 3 organisations with a total of 44 candidates have been  identified and provided with action plans 
for both theoretical and workplace training. They will be supported as required.  

• Voucher Scheme for Section 28 Trade Test

 Through this Project, the candidates that applied for trade tests in terms of Section 28 of the MTA were 
subjected to multi step process outlined below, so as to ensure that the CHIETA’s RPL processes for 
trade testing are of the highest quality:

eTDQa
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CHIETA National Skills Competition:

The CHIETA Board approved the CHIETA’s National Artisan National Skills Competition to increase awareness 
of the CHIETA’s apprenticeships; raise the standard of competency in the apprenticeship environment, enhance 
the levels of apprenticeship skills and create a competitive spirit between apprentices and promote apprentice 
training in South Africa.

For 2012 the competition will prioritise the following trades: Electrician; Instrument Mechanician and Fitter. The 
competition is fully modelled on the World Skills Competition. 

Achievements to date: 

• The Steering Committee has been established to guide the implementation of this competition
• An action plan developed and monitored
• About six guidelines and related forms have been developed to guide all participants and officials
• Adverts developed for placement in key national newspapers
• A dedicated webpage developed and populated with relevant documents and forms
• Communications and awareness raised among stakeholders through emails and regional 

workshops

2.6  Quality Promotions
 

 3 successful Regional stakeholder workshops were held  onDevelop and implement Draft Guidelines to 
standardise trade test practices at the DTTCs

• Ging forward the CHIETA plans to offer a single certificate to candidates that come through a 
structured 3-4 year apprentice training peogram, or that is decalred competent through the RPL 
route.

South African Qualifications Authority (SAQA) agreed to a request by the Quality Council for Trades and 
Occupations (QCTO) to oversee the oversight of quality assurance function for the currently NQF registered 
qualifications  as provided for in section 32 of the NQF Act and the skills development act, schedule (2a), 
section 6(1). After submission to SAQA of information pertaining to financial, administrative and other related 
resources for the efficient performance, it is expected that the CHIETA ETQA accreditation status will be 
extended to 30 September 2012. Further developments in this regard will be announced in the middle of 
August 2012.

eTDQa
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ETQA UNIT (STUURMAN APHANE)

With the changes that have been brought into the skills development world as a result of the Skills Development 
Amendment Act of 2008, the South African Qualifications Authority (SAQA) is in the process of handing over 
some of its previous functions to the newly created Quality Council for Trades and Occupations. It is envisaged 
that many of the ETQA responsibilities will in future be driven by the QCTO, including the roles performed by 
the ETQA, the Standards Generation Bodies, certification, etc.  The CHIETA-ETQA accreditation status with 
SAQA was extended to 30 September 2012, where after we will report to the QCTO.

During the transition phase, the CHIETA-ETQA and all other ETQAs have continued their normal work 
processes, while working with the QCTO to set the new quality assurance processes in place. I am pleased to 
report information on the CHIETA-ETQA’s areas of delivery in the 2011/12 financial year. 

OCCUPATIONAL LEARNING PROGRAMME DEVELOPEMENT

During the reporting period, the CHIETA-ETQA worked with the QCTO to develop occupationally directed 
learning programmes for the Surface Coatings Technologist, level 4 and Chemical Laboratory Analyst, level 
4. In the next financial year the CHIETA has applied to lead the development process for the Fabrication and 
Welding learning programmes. For this work to take place, a memorandum of understanding was signed 
between the QCTO and the CHIETA. 

In 2011/12 the CHIETA was instrumental in the finalization of the Foundational learning competence (FLC) 
learning program that was conceptualized previously and where CHIETA accredited providers participated in 
the pilot projects. This important learning program for Mathematical Literacy and Language has been registered 
as a part-qualification. It is envisaged that these will be minimum competences needed by learners that require 
training in the near future. 

The CHIETA-ETQA together with its provider support team members continues to be a strategic player by 
participating in workshops and making input on the re-curriculation of N-courses,  conducting research into 
curriculum development and alignment.  

QUALITy ASSURANCE FUNCTIONS

The CHIETA ETQA has continued as per its accreditation mandate to perform accredit providers of training, 
conducting external moderations of assessments after training is completed, registering assessors, capacitating 
CHIETA companies, issuing certificates to competent learners, etc. 

Numbers:

• The CHIETA had 98 accredited providers as at March 2012. 
• The ETQA issued 3138 certificates and
• 1515 statements of results were issued
• 68 quality assurance site visits were conducted and reported on  
• 6 assessor upgrade workshops were held 
• 57 new upgrade certificates were confirmed to allow existing assessors through the RPL process to be 

enabled to work with revised qualifications within their areas of expertise.

eTDQa
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Reaccreditation of providers whose accreditation had expired was a strong point of focus in 2011/12 to ensure 
that valuable skills of these assessors could continue to be enhanced.   

RE-REGISTRATION OF QUALIFICATIONS

During the reporting period, the QCTO requested SAQA to re-register qualifications that were to have expired 
on 30 June 2012 for a further period of three years until 30 June 2015. A stakeholder survey on current 
qualifications revealed which qualifications were still needed, and after the ETQA provided the survey results 
to SAQA, the qualifications that are useful to our companies were re-registered. All qualifications that currently 
exist on the National Qualifications Framework will eventually be replaced by the newly designed replacement 
occupationally directed qualifications being developed using the QCTO model. 

QUALITy PROMOTION WORKSHOPS

The theme of these workshops during the 2011/2012 was recognition of prior learning (RPL). The target 
group was assessors and moderators to share best practices that can be adopted for RPL purposes as they 
upgraded their own status to align to all the new/revised qualifications offered in their sub sectors. This process 
has substantially strengthened RPL in our sector.  
 
It is said that change is pain, 2011/12 was a year filled with exciting, yet sometimes difficult challenges brought 
about by the transitional phase that the ETQA finds itself in. However, by participating in national forums where 
these new processes are developed, the CHIETA understands the need for change and more importantly, what 
is required to implement change in this transitional phase

eTDQa
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CHIETA REGIONAL OFFICES

WESTERN AND NORTHERN CAPE 
REGIONS

The period under review has been quite 
challenging and yet very productive.  The advent 
of National Skills Development Strategy three 
ushered in a new and innovative environment and 
direction for the skills development revolution.  

This new dynamic established and is premised on 
a new framework of strategic planning; re-alignment 
of funding priorities; advanced skills planning and 
research and re-enforcing the prerogative of National 
Strategic fundamentals.

The region – and in particular our stakeholders – rallied to this clarion call and responded positively and 
constructively within the context of our Regional Outreach Strategy.  This was manifested in the enormously 
satisfactory WSP and ATR Submissions received for 2011.  Though the overall number of submissions was 
fewer than the previous reporting period, the affirmative reaction to the new; innovative and qualitatively-
advanced electronic format for submissions was impressive and progressive.  The information gleaned 
provides a substantially more comprehensive input into the Sector Skills Planning processes.

The overwhelming response to the 2011-2012 Discretionary Grant Funding cycle was a further testament to 
the stakeholder buy-in and commitment for NSDS 3 and the CHIETA Strategic Framework.

REGIONAL HIGHLIGHTS

• The CHIETA continues to play a significant role in the Western Cape SETA Cluster and Provincial Skills 
Development Forum.

• Continued capacity-building interventions for our stakeholders.

• Through the 2010 Discretionary Grant, the CHIETA has partnered with the University of the Western Cape 
(UWC) in a dynamic initiative in addressing the dire challenge facing Grade 12 graduates from entrance 
into tertiary education.  These schools – and in particular the learners - have been identified for their 
potential of gaining access to further learning through ensuring an improvement in their Mathematics and 
Science aptitude and through their achievements gain access to study at University – preferably UWC.
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ChieTa reGional offiCes

• A dynamic and innovative project has been launched in the Western Cape.  The partnership consists 
of Chevron and PM4Africa (an employer); CHIETA (a SETA); Northlink College (a Public FET College); 
Empro Training Services (a private provider); SAOGA (a special purpose vehicle for the Provincial 
Economic Development and Tourism Department, i.e. Government) and the Killarney Gardens Property 
Owners Association (social partner). This project is ground-breaking in that it practically envisions the 
strategic imperative of partnership espoused by NSDS 3.

These two projects in practice demonstrates the strategic alignment of the Western and Northern Cape Region 
to satisfactorily address the strategic imperatives of NSDS 3 and the CHIETA.

Within these developments and platform, the Region is well set and has established its foundations upon 
which the CHIETA is in a position to achieve and exceed the expectations and objectives of the NSDS 3 and 
the CHIETA Strategic Plan and SSP.

During the period under review, the Regional Office bid farewell to Mr Moegsien Harris.  We are however very 
proud to also announce the appointment of Mrs Nandipha Elijar as Regional Skills Advisor.
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KWAzULU-NATAL AND EASTERN 
CAPE

Central to achieving the objectives of our Skills 
Development Strategy is a SETA that has 
staff that understands labour market issues, 
is credible and is able to offer solutions that 
address identified skills needs. As CHIETA we 
have such staff. Our regional team consists of 
Regional Skills Advisors, Aline Jeanette John - Naidu, 
Beevash Gansan, Thulasizwe Kojane who service 
KZN and Olaf Norman, who services stakeholders in 
the Eastern Cape. Nelisiwe Gumede is our Regional 
Administrator. 

REGIONAL HIGHLIGHTS

•  Stakeholder participation rate remains a key indicator to us from a regional support perspective. The 
year under review saw the introduction of a web –based WSP System. Participation remained excellent 
despite a few challenges that come with IT systems. We now enjoy the benefits of such a system 
especially for an analysis of data, as this most certainly assists us in skill planning. 

• Our RCCs remained effective; we enjoyed the benefits of regional interaction as a sector and linked very 
well within our constitutional structures. Mr. M Bhengu chaired the KZN RCC and Mr. Arend Levendal 
chaired the EC RCC. Nita Jacobs and Karools Adams were the deputies respectively. Although the 
RCCs are no longer part of the constitutional structures, We hope that the new chamber structure and 
its related Regional Stakeholder Forums will make a positive impact towards the chamber chairpersons 
committee called the Research Skills Planning Committee and guide our chambers positively as well 
as make inputs towards the Research and Skills Planning Committee, via the Regional Skills Forum 
Reports.

•  Effective Marketing and Communication. Mini forums were held in Newcastle, Richards Bay and East 
London as part of our outreach program. Broad regional forums were successfully held in Durban and in 
PE. Subjects covered included Co-operative Education, FET/HET and industry interaction, Grants and 
Skills Planning.  

• Regional Artisan and ETQA workshops conducted.
• One of the key pillars for NSDS 111 is “ An increased focus on skills for rural development to support 

government’s prioritization of rural development” In this regards we were tasked with the development 
of a Rural Development Strategy to support skill development. This has been completed and first draft 
available. 

Taking collective responsibility is critical to achieve our aspirations of a developed nation, characterized by 
economic growth, productive and a skilled workforce. Key stakeholders need to come together, form partnerships 
and work together, after all we have a common purpose. The following are some of the established linkages:

• Partnership between Coastal FET college and Sasol Wax for training provision
• Umfolozi FET college for training of artisans

ChieTa reGional offiCes
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• Project with University of Kwa -Zulu Natal for training of identified shops stewards in Occupational Health 
and Safety

• Project with Durban University of Technology to assist students find workplace training.
• Participation at advisory boards at Durban University of Technology and support towards establishment 

of chemistry advisory board at NMMU
• Active participation in activities of the South African Society for Co-operative Education
• Participation in the Nelson Mandela Bay HRD forum
• Eastern Cape Provincial Skills Development Forum
• Durban Chemicals Cluster
• Technology Station in chemicals based at Mangosuthu University of Technology
• Chemistry Incubator based in PE and the planned expansions

The launch of the KZN SETA forum by the Department of Higher Education and Training and plan to work with 
relevant municipalities was a milestone and a phenomenal success. The event was funded by the eThekwini 
Municipality and provided a platform for:

• Launch of the KZN SETA Forum. A declaration of commitment towards Skills Development was signed 
by CEOs of SETAs and this document was also signed by our Minister of Higher Education and Training, 
Dr Blade Nzimande.

• A similar declaration of commitment was signed between the KZN Seta Forum and the eThekwini 
Municipality. Municipalities have been identified as a suitable vehicle to drive Skills Development in 
the Province. This partnership is expected to result in further partnerships being established with other 
municipalities and we hope that this will significantly enhance rural development.

•  The MOA between the KZN Seta Forum and FET colleges was also signed.

Building Career Guidance and vocational guidance remains a crucial goal in NSDS111. It is unfortunate that 
young people embark on programs for the wrong reasons. It is for this specific reason that we took advantage 
of opportunities to direct our youth to make informed choices. We participated in the following initiatives in this 
regards:

• Learner Focus Week at University of Kwa -Zulu Natal as arranged by the Department of Energy
• Nelson Mandela Youth Festival held in Lusikisiki
• World of Work Career fair hosted by Durban University of Technology
• Career fairs at Nquthu and Msinga hosted by DOE
• Umkhambathini Career fair
• Othukela Career Exhibition
• Inanda Career fair

CONCLUSION

There are many challenges facing post - school education and training in SA, the need for economic growth 
and Development, poverty and unemployment is a constant reminder of these challenges. We will continue 
to be reminded of the current situation and strive to provide a range of accessible alternatives for our young 
people as the Chemical SETA, to complement each other in DHET through and as South Africans at large.

ChieTa reGional offiCes
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GAUTENG AND CENTRAL 
REGIONS

The year under review was marked by the dawn 
of new Executive leadership of the CHIETA with 
Mrs Ayesha Itzkin as the acting CEO. On that 
front the year 2011/12 commenced with positive 
changes that sought to rebuild the CHIETA into 
a formidable SETA. One of the significant changes 
was the relocation of the Regional Office centrally in 
Auckland Park. The move has improved synergies, 
integration and collaboration between our Gauteng 
regional office and Head Office. For the 2 regions that 
our Gauteng regional office services this moved helped 
to create greater efficiency.

Like in any other organisation change was inevitable to service the NSDS III objectives and resulted in 
challenges that required speedy resolution and improvement throughout the reporting period. Various 
challenges were faced due to greater workload. The Grant Processes seem to have improved in respect of 
WSP/ATR owing to the introduction of the online system. The latter gave impetus to the collection of WSPs 
that saw a considerable increase in WSPs/ATR being processed through our regional office.

HIGHLIGHTS

Approximately 400 transactions were registered for the provision of technical support to a range of member 
companies and organisation within the chemical industry sector. The technical support relates to specific 
assistance given, to  arising from Mandatory Grants, Discretionary Grants and quality assurance related 
issues, the assistance occurred in the site visits. Of the 400 transactions 149 organisations benefited in the 
Mandatory Grants, 210 in the Discretionary Grants and 26 in the Quality Assurance-related support area.

Capacity building of stakeholders was provided to at least 85 members companies. The purpose of the capacity 
building sessions is to strengthen institutions to meaningfully participate in skills development interventions. Of 
the 85 contact sessions 51 Skills Development Committees were covered, 25 SDCs were either established 
or trained, and 9 were support from either labour or business representative.

Outreach and public relations yielded almost 30 events which the region participated in including 7 career 
exhibitions or industry exhibitions. Some of the notable events include the Gauteng Youth Parliament that 
was held in the second quarter of the year in Randfontein, The LP Gas Association`s Annual Conference and 
Exhibition in November 2011 and Mpumalanga Job Summit. 

The Gauteng and Central Regional Office also took part in about 20 events organised by either the CHIETA 
Head Office or Regional Office. These included 4 events of a Regional Skills Forum nature and 2 Regional 
Coordinating Committee. In addition to there were 3 mini forums held to assist organisation with the WSP/ATR 
support. We have also been part of the HRD Conferences for Limpopo and Mpumalanga aimed at establishing 
Provincial HRD strategies and Councils.

ChieTa reGional offiCes
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Working with a team of 3 Regional Advisors and an Administrator to support over 800 levy-paying member 
organisations over the period of a year requires hard work.  The ever-growing administration and reporting 
demands resulting from Regional activities require urgent intervention. There were at least 213 days spent 
between the 3 RSAs to support the administration of the regional office and resolve queries that are raised 
due to Grant –related activities. There were 173 queries or follow-up issues that were processed through the 
region, most of them from Mandatory and Discretionary Grants. More human resources are required to service 
the bigger mandate of the regional office, and management has approved the request for additional capacity 
for 2012/13.

Apart from the core activities above, the Regional Office is a part of the following structures many of which we 
participated in:

• The newly Established Mpumalanga HRD Council, inaugurated on the 26th of March 2012
• The Mpumalanga FET SETA Collaboration structure
•  The Gauteng InterSETA Forum which we chair  
• Mpumalanga, Free State, and Limpopo PSDFs
• North West InterSETA Cluster Establishment Committee
• The North West FET SETA Collaboration 
• The North West Corporate Social Investment Structure
• Wits Industrial Advisory Council
• UNISA Advisory Council
• Vaal University Advisory Council
• UJ Industrial Advisory Council

We look forward to a productive 2012/13 for our office and for the CHIETA at large.

ChieTa reGional offiCes



CHIETA ◊ Annual Report 2011/2012

22

STAKEHOLDER RELATIONSHIP 
MANAGEMENT

The Stakeholder Relationship Management Unit continued to ensure that internal and external stakeholders 
have positive experiences with the CHIETA. Improvement on service delivery was displayed through the drop  
of the number of queries we experienced in the year under review, compared to previous years. 

In the year under review, we maximised the visibility of the CHIETA Brand. The CHIETA re-signed its cover 
page, attended a number of key national skills development forums to share the work of the CHIETA inter alia 
with learners that are looking for career options, produced the CHIETA newsletter once again, and supported 
a host of CHIETA events, including those of our partners in government. We have also planned to continue 
to increase our visibility and brand identity through building purposeful and solid relationships with selected 
media channels. We will also embark on educating the community about the benefits of engaging CHIETA and 
enabling further conversation through social media on selected CHIETA projects.  All in all 2011 was a good 
year for our business unit.

2011/2012 KEy PERFORMANCE INDICATORS AND THE WAy FORWARD

Key Performance Indicator Narration 

Average Stakeholder Query 
Resolution Lead Time

Due to the enhancements to our processes and continuing focus on staff 
development, the staff is now in a position to provide  prompt responses to 
stakeholder queries. We plan to further support our stakeholders through 
effective communication channels e.g.  monthly stakeholder bulk emails and 
an interactive and fully updated website that is at present under construction.

Number of media 
appearances

In line with our strategic objectives, we have been able to increase our brand 
awareness and visibility by leveraging strategic media houses. 

Advertorials in national 
magazines

The CHIETA placed a number of advertorials, one of them being the Financial 
Mail, where the Acting CEO provided the “state of the CHIETA” update as well 
as our strategic plan and vision for NSDS III.  The CHIETA revived its newsletter 
in 2011, where we informed the sector about current and new developments.

Number of Service related 
complaints received

The number of service related queries has gone down drastically when 
compared to 2011. This is an indication that there is a marked improvement in 
our quality of service.  

Stakeholder Experience In the period under review, the call centre telephony systems were enhanced 
and upgraded. This telephony system upgrade ensured that our call centre 
agents are responsive to client requirements In the year ahead a lot of focus will 
also be put on in-house training of the team at large to sharpen their customer 
service skills.  We have witnessed a significant reduction in the number of 
service related complaints from our Stakeholders.

Brand management In the period under review, the CHIETA projected and optimised its corporate 
brand through a number of launches. As CHIETA seeks to ensure heightened 
visibility, we will continue to seek for opportunities to project and effectively 
communicate our brand.  We hope to,  in the year ahead increase our visibility 
through a number of initiatives like gaining exposure through key radio 
stations, selected relevant, targeted strategic business publications, television 
broadcasts and our own internal electronic newsletter. 
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GRANTS MANAGEMENT

INTRODUCTION

Since the inception of the SETA’s the CHIETA’s Grants Management Unit has been mainly responsible for 
managing and processing the Mandatory and Discretionary Grants used to implement skills development 
programmes in the Chemical Industries Sector.Manadatory Grants have been paid to assist members in 
completing their Workplace Skills Plans (WSPs and Annual Training Reports (ATRs).

Discretionary Grant funding is provided to complement existing training initiatives, to expand opportunities 
for marginalised individuals and to plug gaps in training in the workplace where national priorities need to be 
addressed.

CONTEXTUALIzING SKILLS DEVELOPMENT WITHIN THE CHIETA

The CHIETA seeks to support the other MTSF Strategic Priorities through the Discretionary Grants Funding 
Windows in ways that are relevant to the Chemical Sector. Employment creation, support for labour intensive 
industries, and addressing skills shortages remains central to the CHIETA. Our Strategic Plans for the next 
five years, have been reviewed after intensive processes of consultation with our stakeholders across the 
sub-sectors, is a medium-term response to the long-term challenges. The CHIETA will ensure that its work is 
focussed on the most pressing priorities in supporting the decent work agenda, economic growth and human 
resource development in South Africa. The Discretionary Grants System will be the key driver in achieving 
these priority areas.

In response to this, the CHIETA has reprioritized its focus and targets so that we can work within the defined 
areas of priority and stimulate meaningful participation within the Department of Higher Education and Training.    
On the demand side, the system must ensure that the skills needed to drive our country’s economic growth 
and social development is delivered at an increasing rate, because available, quality skills will enhance 
both investment and service delivery. Our Discretionary Grants Programme serves the growing number of 
both young people and adults; it also provides different entry points into, and pathways through the learning 
system; our grants provide quality learning wherever learning takes place be it a college, a university or in the 
workplace; and, importantly, it  provides easy pathways across our  different learning sitesThe CHIETA has 
aligned itself to the NSDS III by addressing and responding to the pressing challenges that are impacting on 
the ability of our economy to expand and accelerate employment opportunities. The following are some of 
these specific objectives.

MANDATORy GRANTS 

The development of the mandatory grant planning and implementation form by organisations in the sector 
will add valuable information, reflect on the trends and organisational skills needs and therefore refine the 
development of the Sector Skills Plan (SSP) for the Chemical Industries Training Authority (CHIETA). Reporting 
on education and training activities is an equally important element of the NSDS III and hence the need to 
assist all companies or organisations to provide the CHIETA with the necessary information required to plan 
for and implement skills development in the chemical industries sector. Information from these ATR-WSPs is 
used by the CHIETA to identify skills needs, including scarce skills, after analysis, to propose changes to the 
Organising Framework for Occupations (OFO), to update the Sector Skills Plan (SSP), to plan interventions to 
support skills development within the chemical industries and to report to the Department of Higher Education 
and Training (DHET).



CHIETA ◊ Annual Report 2011/2012

24

GranTs manaGemenT

During the financial year 2011 / 2012 the Unit embarked on a new process of soliciting Workplace Skills 
Planning Information,through an online electronic source data process. The main purpose of this change was 
to ensure the credibility of information and accurate analysis of training and development within all workplaces 
in the chemical industries Sector. 

CHAMBER WSP SUBMITTED ORAGNISATIONS REGISTERED

Base & Petroleum 185 194

Explosives & Fertilisers 29 31

FMCG & Pharmaceuticals 140 148

Glass 27 33

Speciality Chemicals & Surface 
Coatings

258 272

TOTAL 639 678

DISCRETIONARy GRANTS

One of the fundamental areas that are addressed in the CHIETA Discretionary Grants Strategy is to provide 
HOPE to a generation that is not yet in the mainstream of economic and social benefits. The Discretionary 
Grants Strategy for 2011 / 12  is underpinned by the theme of “Transformation through Skills Development’. But 
can Skills Development truly transform especially within the new landscape of the National Skills Development 
Strategy? If transformation of the Nation means empowerment through education and the training development 
of professional competence; if transformation means access to opportunities, careers and wealth for all; if 
transformation means having a voice in one’s own destiny; and if transformation means the full use of the 
Nation’s human resource potential for the economic welfare of all; then, indeed, Skills Development within the 
NSDS 3 can transform. 

The perspective of our organisation here is not from a tightly circumscribed perspective of the transformational 
obligations of the CHIETA but from the larger perspective of National Development. We believe that if the 
role of the CHIETA is understood within this context, the obligations of the CHIETA can be clarified, skills 
development activities in the chemical sector can be undertaken with greater meaning and focus, and both the 
social and economic objectives of the Skills Development Act can be met. It is only through our understanding 
of the practical challenges encountered in the pursuit of a transformation, which we will begin to appreciate the 
hurdles which the CHIETA will face in implementation.  

Examples of this transformational intent abound in our Discretionary Grants Guidelines. ABET and Foundational 
Learning brings people onto the ladder of growth and personal fulfilment through education; Learnerships 
connect people with the reality of workplaces and boost their relevance and productivity; skills development 
committees give voice to the voiceless in planning and delivering training; RPL seeks to recognise that, 
because of our history, many of our most talented and capable may not have certification. Opportunities for 
growth are not isolated and difficult to reach; they reside with our employers and in our communities. There is 
no exclusivity in access, none can be legitimately denied. There are no restrictions in choices. The doors to all 
occupations and all careers are open to those who are suitably prepared.
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GranTs manaGemenT

DISCRETIONARy GRANTS PROGRAMME BREAKDOWN

PROGRAMMES
BENEFICIARIES 

TARGETED
TOTAL AMOUNT ALLOCATED

ABET 1192  R4 833 014.90 
GETC Learnerships (18.1) 330  R3 432 400.00 
GETC Learnerships (18.2) 107  R1 854 000.00 
FET Learnerships (18.1) 643  R11 216 897.04 
FET Learnerships (18.2) 659  R12 807 570.70 
HET Learnerships (18.1) 22  R276 000.00 
HET Learnerships (18.2) 46  R1 695 000.00 
New Venture Creation Programmes 901  R9 923 484.00 
Apprenticeships (18.1) 388  R2 328 370.00 
Apprenticeships (18.2) 684  R7 326 000.00 
Skills  Programmes (18.1) 6496  R10 300 407.91 
Skills  Programmes (18.2) 713  R873 250.00 
Workplace  Experience 740  R11 744 000.00 
Internships 149  R2 844 000.00 
Employment Creation 74  R866 000.00 
Graduate  Development  Programmes 34  R1 036 200.00 
BEE 138  R5 161 595.00 
RPL 289  R1 039 830.00 
Career Awareness -Career Guides / Indaba 1000  R1 025 000.00 
Community Development Projects - Rural 
Development

195  R526 000.00 

Infra-Structure Support 0  R1 533 000.00 

TOTAL 14800  R92 642 019.55 

The table above provides an overview of the Discretionary Grant Programmes and Projects that have been 
implemented in the year under review and numbers of beneficiaries to be benefitted were targeted to go 
through specific training and development and the total investment made by the CHIETA is approximately  
R 92 million.  
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Trevor Channing
Executive: 

Governance and Risk

For the period under review a wide range of  governance and risk management 
interventions were successfully embarked upon and proudly achieved. It 
includes the following:

• The appointment of our new Governing Board for NSDS III comprising 15 
members under the competent and able leadership of our Chairperson 
Ms Nolitha Fakude.

• The approval and implementation of the CHIETA Constitution that 
guided and provided significant value to the optimal functioning of our 
governance structure.

 
• Committee driven Governance structures with the implementation of 

several Board committees namely the EXCO, Finance and Remuneration 
Committee, Audit Committee, Grants Committee and the Governance 
and Strategy Committee. Substantial engagements transpired at these 
committees where relevant content areas were debated and considered 
in detail to ensure proper recommendations to the Governing Board for informed mandating and decision 
making processes. It is a privilege and pleasure to work with these structures to witness Governing Board 
and Committee member’s commitment to Skills Development in the interest of our diverse stakeholder 
base without compromising on their  fiduciary responsibilities. 

• Value-adding Board Capacity Building workshops with the Institute of Directors was held to induct CHIETA 
Board members on their responsibilities, legal and best practice frameworks ensuring that duties is 
discharged in an effective and accountable  manner.

• At these workshops Board members also provided  guidance on the strategic direction of CHIETA 
as captured in our CHIETA Strategic Plan 2011- 2016 in support and alignment of the outcomes and 
objectives of NSDS III.

• Specific efforts and focus was placed on Organisational Risk Management. From this perspective the 
CHIETA Governing Board partaked with the Independent members of the Audit Committee in several Risk 
Management workshops were eleven (11) Strategic Risks  were identified with  detailed risk treatments  
to manage and maintain identified  risks within acceptable levels and risk appetite of the organisation.

• Apart from the organisational strategic risk register each CHIETA Business Unit identified their respective 
operational risk and the top thirty four (34) operational risk together with the eleven (11) strategic risks 
formed a standing item on the Governing Board agenda where reports was forthcoming via the Audit 
Committee on the status of the mitigation of  identified organisational  risks.

GOVERNANCE AND RISK
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GovernanCe anD risk

• Conclusion of the CHIETA Legal Compliance Register which will now be subjected to assessment to 
identify the organisations compliance profile and remedial action needed

• Excellent organisational performance in terms of achieving substantially on our SQMR and non- SQMR 
organisational targets as captured in our strategic plan  to the ultimate benefit of our stakeholders and 
the deliverables of NSDS III. Out of a total of 96 organisational targets CHIETA achieved and exceeded 
on 82% of these targets of which more specific detail are captured in the CHIETA Annual Performance 
report 2011/12 on page 28 of the report.

• Substantial progress has also been made in terms of internal IT controls and IT Governance Frameworks 
which now lays a solid foundation to position and benchmark CHIETA as a leading institution in this 
regard.  
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ANNUAL PERFORMANCE REPORT 
2011/2012

South Africa’s new National Skills Development Strategy III (NSDS III) became operational on 1 April 2011. 
The CHIETA embraced this strategy due to is visionary and expanded focus on alleviating poverty through job 
creation in support of increasing productivity through  inter alia skills development. 

For the Chemical Industries Education and Training Authority (CHIETA) the key focus is now squarely on 
artisan training and forming sustainable and meaningful partnerships with public and private training providers 
across the further and higher education bands, employers that can provide access to workplaces and labour 
unions that understand how skills development works, so as to monitor training and development, to effectively 
tackle the country’s enormous skills needs and to promote productivity, employment and self-employment – all 
this to create a robust post-schooling system and to support the South African youth in particular. 

To this end, the CHIETA Strategic Plan has been conceptualized within the NSDS III framework and packaged in 
line with its eight identified goals, by outcome and outputs. This forms the basis for our performance  monitoring 
and evaluation within the organisation and in support of the expanded auditing mandate of the Auditor-General 
of South Africa on performance auditing in addition to the normal compliance auditing processes. 

Although the NSDS III is the bedrock of this Strategic Plan, other key national strategies have been 
incorporated, as well as the performance targets of the Honourable Minister of Higher Education and Training, 
Blade Nzimande to ensure that the CHIETA addresses the broader human resources imperatives as identified 
by the social partners through the HRDS-SA, the New Growth Path, the Skills Accord, the Rural Development 
Strategy, Environmental Strategy, IPAP 2, etc. 

The CHIETA has also moved  its focus  to research in order to fully understand the needs around some of 
the new skills development areas espoused in the above-mentioned strategies and frameworks. We have 
designed interventions to partner with higher education institutions to support those areas of research that will 
contribute to the needs of the CHIETA and our stakeholders. 

The CHIETA recognizes that despite the significant amount of work done by the CHIETA during NSDS I and 
NSDS II, the Chemical Industries Sector and the South African economy as a whole still remains constrained 
by a serious lack of skills. The new Strategic focal areas seeks to improve effectiveness and efficiency, while 
encouraging the linking of skills development to career paths, career development and promoting sustainable 
employment and in - work progression. 

Central to the objectives of the NSDS III is the CHIETA’s improved placement strategy for both students and 
graduates from FET colleges, universities and universities of technologies, and the training of technicians 
within the engineering and related fields.   

The Performance focus of CHIETA promotes partnerships between employers, public education institutions, 
FET Colleges, universities and universities of technology, private training providers to ensure cross-sectoral 
collaboration so as to open up access.   



29

annual performanCe reporT 2011/2012

The Performance Framework has also taken into account important transformational priorities of race, 
class, gender, geographical considerations, age differences, disabilities and the HIV/AIDS pandemic and 
planned interventions, supported through well thought-out special projects funded through discretionary grant 
allocations. Within this context CHIETA continues to facilitate the delivery of specific skills interventions in the 
Chemical Industries Sector as identified by our stakeholders and articulated in our Sector Skills Plan. 

Central to the conceptualisation of the CHIETA’s  Performance Plan Framework, are the Government’s Medium 
Term Expenditure Framework which reflects the governments long term plans, the Medium Term Strategic 
Framework, performance contract between the Minister of Higher Education and Training and the President of 
South Africa and the Presidential priorities.     
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HUMAN RESOURCES

Functioning as a learning organisation and an organisational culture underpinned by performance and sus-
tained improvement CHIETA had a challenging 2011/12 year. In preparation for the NSDS III, CHIETA closely 
considered the most appropriate organisational architecture arrangement to ensure that  CHIETA would be 
appropriately staffed and functional in support of NSDS III in a logic and integrated manner. The Governing  
Board subseqently approved a high level organogram and functional grouping of CHIETA activities. This is 
currently in its final implementation phase. This high level organogram is on page 57.

Through a strong participatory and transparent process with staff members CHIETA has conceptualized within 
the NSDS III framework an  Strategic Plan 2011-2016. This will be used as the basis for performance monitor-
ing and evaluation ensuring optimal organisational behaviour in support of our broad stakeholder base . We 
are confident that this will lay a solid foundation for alignment of HR processes going forward in support of 
business imperatives. 

During 2011/12 CHIETA implemented an Internship Programme. The CHIETA Internship Programme is a 
graduate work experience programme targeting young unemployed graduates who have completed their stud-
ies. The internship provides learners with the opportunity to practice work skills that they have studied and will 
practice in the future. Fourteen interns started the Programme during October/November 2011 and six were 
appointed on a fixed term contract until 31 March 2016.



CHIETA ◊ Annual Report 2011/2012

56

P
O

S
IT

IO
N

S

A
C

C
O

U
N

T
A

N
T

A
C

T
IN

G
 C

E
O

A
D

M
IN

IS
T

R
A

T
O

R

A
S

S
IS

T
A

N
T

 A
D

M
IN

IS
T

R
A

T
O

R

C
A

L
L
 C

E
N

T
R

E
 A

G
E

N
T

C
L
E

A
N

E
R

D
A

T
A

 C
A

P
T

U
R

E
R

E
X

E
C

U
T

IV
E

 M
A

N
A

G
E

R

F
IL

IN
G

 C
L
E

R
K

M
A

N
A

G
E

R

P
R

A
C

T
IT

IO
N

E
R

R
E

G
IO

N
A

L
 S

K
IL

L
S

 A
D

V
IS

O
R

S
P

E
C

IA
L
IS

T

G
R

A
N

D
 T

O
T
A

L

A
F

R
IC

A
N

  
 C

O
L
O

U
R

E
D

  
IN

D
IA

N
  
 W

H
IT

E
  
 T

O
T
A

L
 M

A
L
E

  
  
  
  
  
 G

R
A

N
D

 T
O

T
A

L
A

F
R

IC
A

N
  
 C

O
L
O

U
R

E
D

  
 D

IS
A

B
L
E

D
  
IN

D
IA

N
  
 W

H
IT

E
  
 T

O
T
A

L
 F

E
M

A
L
E

7 2 2 3 3 3 6 1 3

1 1

1
1 1

1 1

1 8 2 2 3 3 4 7 2 4

1 2 3 1 1 2 3 1 4 1

1 1 1

1 3 1

1 1

1 2 3 1 1 2 2 6 2 7 2

1 1 1
0 5 3 3 4 2 2

1
0 9 9 6

3
0

2
1

1
2

3
6

1
9

3
2

9
6

5
5

2

U
nd

er
 m

en
tio

ne
d 

ta
bl

e 
in

di
ca

te
s 

ou
r 

cu
rr

en
t s

ta
ff 

pr
ofi

le
 in

 th
e 

va
rio

us
 o

cc
up

at
io

na
l g

ro
up

in
gs

 o
f C

H
IE

TA
.  

   

C
H

IE
TA

 S
TA

F
F

 P
R

O
F

IL
E

 

E
rr

at
u

m
20

10
/2

01
1

T
h

e 
fo

llo
w

in
g

 3
 p

er
so

n
s 

w
er

e 
o

n
 t

h
e 

C
H

IE
TA

 s
ta

ff
 li

st
:

1.
 M

ar
ri

am
 K

w
ak

w
a

2.
 C

h
ri

st
o

p
h

er
 S

o
n

o
3.

 K
el

eb
o

g
ile

 D
ilo

ts
o

tl
h

e



57

C
H

IE
TA

 G
O

V
E
R

N
IN

G
 B

O
A

R
D

C
H

IE
F
 E

X
E
C

U
T
IV

E
 O

F
F
IC

E
R

� � � �

O
rg

a
n
is

a
ti

on
a
l

A
rc

h
it

ec
tu

re

P
eo

p
le

D
ev

el
op

m
en

t

P
eo

p
le

 U
ti

li
sa

ti
on

P
eo

p
le

C
on

se
rv

a
ti

on

H
R

C
F
O

� �

M
a
n
a
g
m

en
t

A
cc

ou
n
ti

n
g

S
u
p
p
ly

 C
h
a
in

M
a
n
a
g
em

en
t

� � � � � �

E
T
Q

A

N
Q

F
 a

n
d

C
er

ti
fi

ca
ti

on

Q
u
a
li
fi

ca
ti

on

d
es

ig
n

A
p
p
re

n
ti

ce
sh

ip

D
a
ta

 M
a
n
a
g
em

en
t

U
n
it

Q
u
a
li
ty

M
a
n
a
g
em

en
t

S
ys

te
m

E
X

E
C

U
T
IV

E
L
E
A

R
N

IN
G

P
R

O
G

R
A

M
M

E
S

D
E
V

E
LO

P
M

E
N

T
&

 I
M

P
L
E
M

E
N

TA
T
IO

N

E
X

E
C

U
T
IV

E
R

E
S

E
A

R
C

H
 &

S
K

IL
L
S

P
L
A

N
N

IN
G

� � � �

S
S

P

C
h
a
m

b
er

s

S
ta

ke
h
ol

d
er

R
el

a
ti

on
s

R
es

ea
rc

h
 &

D
ev

el
op

m
en

t

� � � � � � � �

G
ra

n
ts

P
ro

je
ct

M
a
n
a
g
em

en
t

M
on

it
or

in
g
,

E
va

lu
a
ti

on
 &

Im
p
a
ct

Yo
u
th

 &
 R

u
ra

l

D
ev

el
op

m
en

t

E
n
vi

ro
n
m

en
ta

l

D
ev

el
op

m
en

t

P
a
rt

n
er

sh
ip

s 
&

N
S

F

R
eg

io
n
a
l 
O

ff
ic

es

S
Q

M
R

E
X

E
C

U
T
IV

E
S

T
R

A
T
E
G

IC
P

R
O

JE
C

T
S

E
X

E
C

U
T
IV

E
G

O
V

E
R

N
A

N
C

E
&

 R
IS

K

� � � � � �

G
ov

er
n
a
n
ce

 &
C

om
p
li
a
n
ce

R
is

k 
M

a
n
a
g
em

en
t

In
te

rn
a
l 
A

u
d
it

IT G
ov

er
n
in

g
 B

oa
rd

&
  
B

oa
rd

C
om

m
it

te
es

O
rg

a
n
a
si

ti
on

a
l

P
er

fo
rm

a
n
ce

�
Le

g
a
l 
S

er
vi

ce
s

(O
u
ts

ou
rc

ed
)



CHIETA ◊ Annual Report 2011/2012

58

FINANCE

UNQUALIFIED AUDIT OPINION:

The CHIETA has obtained an unqualified audit opinion for the financial year 
ended March 2012. An unqualified audit opinion has been obtained for all 
of the years since inception and this confirms the high levels of integrity of 
financial management practices and accountability within the organisation.

REVENUE:

Skills development levy income earned increased by 11.3%, from R297.2-
million for the year ended 31 March 2011, to R330.9-million for the year ended 
31 March 2012. Total revenue earned increased by 12%, from R315.6-million 
in the prior period, to R353.4-million in the current financial year.

The contribution of the return on invested funds to total revenue was  
R20.7- million, representing approximately 6% of total revenue.

• Analysis of trends in skills development levy income and member companies

Skills development levy income has increased substantially since inception. Total actual SDL 
income received for the year ended March 2012 was 725% above the SDL income for the year 
ended March 2001 (For the entire period since inception to date, SDL income has escalated by an 
annual equivalent average of approximately 25%, materially exceeding both inflation and estimated 
annual salary increment in the chemical sector in each year). The Chieta experienced a substantial 
increase in the number of levy paying company’s since inception to date. The total number of levy 
paying companies increased by over 122% from inception to March 2012. 



59

finanCe

FIGURE 1

EXPENDITURE:

Administrative expenditure remained within the legislated 10% maximum allowed by the skills development 
funding regulations. The CHIETA realised a saving of over R7.3-million on administration expenses for the 
financial year ended 31 March 2012. This amount, together with the total investment return of R20.7-million 
and unclaimed mandatory grants to the value of R18.2-million was transferred to the discretionary reserve at 
year end, to be utilized for discretionary grants and identified projects for sector skills priorities.

Employer grants and project expenditure increased by 9.7% during the financial year from R239.4-million in 
2011, to R262.5-million for the year ended 31 March 2012. Expenses on mandatory grants represented 91% of 
the skills development levy income received for the purposes of mandatory grants. An amount of R81.4- million 
was earned as discretionary grant levy income and R73.7 million was expensed in discretionary grants and 
projects during the period.

• Financial Viability and going concern

Figure 2 shows administration income received against administration expenditure from 2001 to 
2012. The CHIETA has sustained its level of operations within the 10% legislated administration 
provision in each year since inception without compromising achievement of its Service Level 
Agreement (SLA) targets with the Department of Higher Education and Training. Savings in actual 
operational expenditure from 2001 to 2012 of over R34-million was reallocated to discretionary 
reserves and utilised in discretionary grants for chemical sector skills priorities. These savings are 
attributed to continuous development of expenditure control and procurement practices within the 
CHIETA as well as streamlined, effective and efficient human resource capacity.
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FIGURE 2

• Levy Grant Disbursement as per NSDS targets exceeded over period of existence.

The CHIETA has exceeded its NSDS targets for grant disbursement for each year since inception.

Figure 3 shows the total SDL income received for grants in each year since inception compared 
to the total grant and project expenses during this period. The CHIETA has achieved an average 
disbursement rate of over 90% for the entire period since inception and has consistently exceeded 
its SLA targets with its executive authority in each year since inception.

    

finanCe
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FIGURE 3

FUNDS, RESERVES AND COMMITMENTS:

An amount of R25.6-million was transferred to the discretionary reserve to be utilised for discretionary grants 
and sector prioritised projects based on the National Skills Development Strategy 3. The total funds available 
in the discretionary reserve increased by R55.7-million from R284.4-million as at 31 March 2011 to R340.1-
million as at 31 March 2012. Of the R340.1-million in the discretionary reserve as at 31 March 2012, R303.5-
million is committed to discretionary grants for which substantial contractual obligations have been met. A 
further amount of R36 million has been allocated to strategic sector projects for the period April 2012 to March 
2013.

finanCe
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REPORT OF THE AUDIT COMMITTEE

The report of the Audit Committee has been prepared in accordance with the Treasury Regulations for Public 
Entities 27.1.7 and 27.1.10 (b) and (c) issued in terms of the Public Finance Management Act 1 of 1999, as 
amended by Act 29 of 1999.

We are pleased to present our report for the financial year ended 31 March 2012

AUDIT COMMITTEE MEMBERS AND ATTENDANCE

The Audit Committee consists of the members listed hereunder and is required to meet two times per annum 
as per its approved terms of reference.  During the current year four meetings were held.

Summary of meetings attended per independent member:

NAME 19/05/2011 28/07/2011 28/10/2011 15/02/2012

Mr. JL Davis (Chairperson) √ √ √ √

Adv. F Mukaddam √ √ √ √

Mr. M Kepadisa √ √ √ √

√   Attended meeting               

AUDIT COMMITTEE RESPONSIBILITIES

The Audit Committee reports that it has adopted appropriate formal terms of reference as its audit committee 
charter, has regulated its affairs in compliance with this charter as well as the recommendations of the King III 
code of corporate governance, and has discharged all its responsibilities as contained therein.

The system of controls within the CHIETA is designed to provide reasonable assurance that assets are 
safeguarded and that liabilities and working capital are properly managed in line with the PFMA and the 
protocol on corporate governance for public entities. This is achieved by means of the risk management 
process, as well as the identification of corrective actions and suggested enhancements to the controls and 
processes.

From the various reports of the Internal Auditors, the Audit Report on the Annual Financial Statements and 
the management letter of the Auditor- General, we conclude that the existing control environment requires 
improvement in order to provide a reasonable assurance that the organisation’s goals and objectives are 
being achieved.  There are areas that have been highlighted in various reports of the Internal Audit and the 
Auditor-General, where the internal control systems require corrective action. The Audit Committee will monitor 
management’s progress in urgently resolving these matters on a regular basis, as required in terms of the Audit 
Committee charter.
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reporT of The auDiT CommiTTee

EVALUATION OF FINANCIAL STATEMENTS

The Audit Committee has

• Reviewed and discussed the audited annual financial statements to be included in the annual report with 
the Auditor-General and the Accounting Authority;

• Reviewed the Auditor-General’s management report and management’s response thereto;
• Reviewed adjustments resulting from the audit.

The Audit Committee concurs and accepts the Auditor-General’s conclusion 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.

JL DAVIS
Chairperson of the Audit Committee
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REPORT OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR-GENERAL TO THE PARLIAMENT ON THE FINANCIAL 
STATEMENTS OF THE CHEMICAL INDUSTRIES EDUCATION AND TRAINING 
AUTHORITy 

INTRODUCTION

1.   I have audited the financial statements of the Chemical Industries Education and Training Authority set out 
on pages 67 to 105, which comprise the statement of financial position as at 31 March 2012, statement 
of financial performance, the statement ofchanges in net assets and the cash flow statement for the year 
then ended, the notes, comprising a summary of significant accounting policies and other explanatory 
information.

ACCOUNTING AUTHORITy’S RESPONSIBILITy FOR THE FINANCIAL STATEMENTS

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

AUDITOR-GENERAL’S RESPONSIBILITy

3.    My responsibility is to express an opinion on these financial statements based on my audit. I conducted my 
audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), the General 
Notice issued in terms thereof and International Standards on Auditing. Those standards require that I 
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement.

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

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

6.   In my opinion, the financial statements present fairly, in all material respects, the financial position of the 
Chemical Industries Education and Training Authority as at 31 March 2012, and its financial performance 
and cash flows for the year then ended in accordance with South African Standards of GRAP and in the 
requirements of the PFMA.

REPORT ON OTHER LEGAL AND REGULATORy REQUIREMENTS

 In accordance with the PAA and the General Notice issued in terms thereof, I report the following findings 
relevant to performance against predetermined objectives, compliance with laws and regulations and 
internal control, but not for the purpose of expressing an opinion.

PREDETERMINED OBJECTIVES

7.   I performed procedures to obtain evidence about the usefulness and reliability of the information in the 
annual performance report as set out on pages 28 to 54 of the annual report.

8.  The reported performance against predetermined objectives was evaluated against the overall criteria 
of usefulness and reliability. The usefulness of information in the annual performance report relates to 
whether it is presented in accordance with the National Treasury annual reporting principles and whether 
the reported performance is consistent with the planned objectives. The usefulness of information further 
relates to whether indicators and targets are measurable (i.e. well defined, verifiable, specific, measurable 
and time bound) and relevant as required by the National Treasury Framework for managing programme 
performance information. 

 The reliability of the information in respect of the selected objectives is assessed to determine whether it 
adequately reflects the facts (i.e. whether it is valid, accurate and complete).

9.  There were no material findings on the annual performance report concerning the usefulness and   reliability 
of the information.

ADDITIONAL MATTERS

10.  Although no material findings concerning the usefulness and reliability of the performance information 
were identified in the annual performance report, I draw attention to the following matter below.

MATERIAL ADJUSTMENTS TO THE ANNUAL PERFORMANCE REPORT

11. Material misstatements in the annual performance report were identified during the audit, all of which were 
corrected by management.
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COMPLIANCE WITH LAWS AND REGULATIONS

12. I did not identify any instances of material non-compliance with specific matters in key applicable laws and 
regulations as set out in the General Notice issued in terms of the PAA.

INTERNAL CONTROL

13. I considered internal control relevant to my audit of annual performance report and compliance with laws 
and regulations. The matters reported below under the fundamentals of internal control are limited to the 
significant deficiencies that resulted in the finding on the annual performance report.

LEADERSHIP

14. Management did not review the consistency of the annual performance report in relation to the strategic 
plan prior to submission for audit. As a result the annual performance report was not consistent with 
the strategic plan as not all the planned objectives, indicators and targets were included in the annual 
performance report. This has subsequently been corrected by management.

Pretoria
31 July 2012

reporT of The auDiTor-General
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The Annual Financial Statements for the year ended 31 March 2012, set out on pages 67 to 105, have been 
approved by the Accounting Authority in terms of section 51(1) (f) of the Public Finance Management Act 
(PFMA), No 1 of 1999, as amended, on 30 May 2012, and are signed on their behalf by:    

AyESHA ITzKIN   NOLITHA FAKUDE   
Acting Chief Executive Officer Chairperson of the Accounting Authority
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REPORT OF THE ACCOUNTING AUTHORITy
for the year ended 31 March 2012

30 May 2012

REPORT By THE ACCOUNTING AUTHORITy TO THE EXECUTIVE AUTHORITy / 
PROVINCIAL LEGISLATURE AND PARLIAMENT OF THE REPUBLIC OF SOUTH 
AFRICA.

1. GENERAL REVIEW OF THE STATE OF AFFAIRS

1.1 Income

 During the period under review the Chemical Industries Education and Training Authority (CHIETA) 
realised an 11.3% increase in skills development levy income in comparison to the levy income earned 
for the year ended 31 March 2011. Return on invested funds accounted for R20.7 million of total 
revenue and increased by 21.5% from the previous year. 

1.2 Expenses

 CHIETA administration expenditure remained well within the 10% margin prescribed by the skills 
development regulations, and administration savings of over R7.3 million was transferred to the 
discretionary reserve at 31 March 2012. 

 The CHIETA expensed over R262 million in employer grants and project expenses representing more 
than 90% of available grant levy income of approximately R288 million for the financial year ended  
31 March 2012.

1.2.1 Discretionary Grants and commitments:

 During the financial year under review, management reviewed the entire discretionary grant 
policy framework, internal controls, processes and procedures, guidelines and funding models for 
discretionary grant allocations. The objective of the review was to ensure that a credible process was in 
place to ensure proper accountability within all levels of the organisation for the project management, 
optimal service delivery and disbursement of discretionary grants. A newly constituted grant review 
committee was enacted as a constitutional committee of the Accounting Authority and established to 
provide oversight on the strategy and implementation of the grant policy framework, internal controls, 
processes and procedures, guidelines and funding models that were developed and recommended by 
management. This committee provided an additional layer of independent verification that supplemented 
the existing three levels of internal verification and evaluation processes adopted by management in 
the evaluation and assessment of discretionary grant proposals and recommendations. Discretionary 
grant allocations and funding priorities were also interrogated, ranked and aligned against the priorities 
of the National Skills Development Strategy 3 (NSDS 3). While some delays were experienced in the 
implementation of the DG process and finalisation of the contractual commitments, these challenges 
were largely eradicated by management based on qualitative evaluations and early warning systems 
from implemented controls that ensured corrective measures were implemented expeditiously.

 During the year under review, applications for discretionary grants were once again over subscribed. 
After evaluation according to the established criteria, awards of over R194 million was approved. The 
nature of initiatives supported included:
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•	 Programs supporting learners on registered learnerships and workplace experience 
•	 Supporting of scarce and critical skills
•	 Honouring apprenticeship and artisan training commitments and prioritising new apprenticeship 

programmes
•	 Supporting partnerships and training initiatives in FET, HET and the chemical industry
•	 Providing incentives for workplace experience and employment creation
•	 Assisting graduates in entering the workplace and enhancing employability through further 

graduate development programs
•	 Promoting Recognition of prior learning (RPL) and facilitation of strategic research programs

 It is the opinion of the accounting authority that the expenditure incurred during the year under review 
has been well accounted for and that the projects and programmes undertaken have considerably 
benefited the chemical industries sector as a whole.

 As at 31 March 2012, total CHIETA commitments based on outstanding discretionary grant contractual 
obligations was at R303 million. This amount included an allocation of R194 million during the year to 
skills priorities as outlined in note 16 on page 98 of the annual financial statements. A further allocation 
of R36 million was approved by the accounting authority on strategic discretionary projects resulting in 
a total commitment of the discretionary grant reserve.

1.2.3 mandatory Grants

 Mandatory Grant participation levels increased substantially on the new electronic on-line submission 
platform by approximately 30% and exceeded anticipated participation projections during the financial 
period. The mandatory grant expense increased by 25% to form R154 million in 2011 to R188 million 
for the financial year ended 31 March 2012. The total amount of cash disbursed in mandatory grants 
was R232 million which exceeded disbursement targets and the prior year disbursement by amount by 
85%.

2. SERVICES RENDERED By THE PUBLIC ENTITy AND TARIFF POLICy

 The CHIETA is a schedule 3A public entity enacted by the Minister of Labour in terms of the Skills 
Development Act and governed by the Public Finance Management Act, Act no.1 of 1999, as amended. 
The CHIETA facilitates skills development in the chemicals sector. No tariff is charged for services 
rendered. The CHIETA is funded through skills development levies contributed in terms of the Skills 
Development Act by employers in the chemicals industries sector.

3. CAPACITy CONSTRAINTS

 Whilst certain capacity constraints were experienced by the organisation for the year under review, 
these did not impact on the ultimate delivery by CHIETA to its stakeholders, nor was the achievement 
of our strategic objectives compromised.

4. UTILISATION OF DONOR FUNDS

 No donor funds were received or expended by the CHIETA for the year under review.
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 5. BUSINESS ADDRESS

 2 Clamart Road 
 Richmond 
 Johannesburg
 2193

6. CONTROLLED ENTITIES AND PUBLIC ENTITIES

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

7. OTHER ORGANISATIONS TO WHOM TRANSFER PAyMENTS HAVE BEEN MADE

 No transfer payments were made by the CHIETA to any other party during the period under review.

8. PUBLIC PRIVATE PARTNERSHIPS (PPP)

 No public private partnerships were entered into during the period under review.

9. DISCONTINUED ACTIVITIES / ACTIVITIES TO BE DISCONTINUED

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

10. NEW / PROPOSED ACTIVITIES

 No new activities have been proposed. 

11. RE-LICENSING

 The CHIETA has been re-established for a five year period until 31 March 2016. 

12. CORPORATE GOVERNANCE

12.1 Corporate Governance and Compliance with pfma

 The CHIETA has implemented the recommendations of the Public Finance Management Act (PFMA) 
and the King Report on Corporate Governance. The CHIETA audit committee met regularly during the 
financial year in order to perform, inter-alia the following:

•	 the oversight role over the internal audit function 
•	 review of CHIETA financial statements and management accounts
•	 assessment and review of a fraud prevention plan and code of ethics, 
•	 annual independent review and update of policies, procedures and PFMA compliance by the 

internal and external audit function

reporT of The aCCounTinG auThoriTy
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•	 annual risk assessment and update
•	 tracking of and implementation of internal audit recommendations by audit committee and 

governance structures
•	 consideration of governance and legal compliance with protocols and controls

12.2 financial risk management and systems of control

 Section 38(a) of the PFMA requires the accounting authority of a public entity to implement and maintain 
effective, efficient and transparent systems of financial, risk management and internal controls. The 
CHIETA has developed detailed financial policies and procedures, and a quality management system to 
guide internal processes. The CHIETA has implemented various measures to ensure that public funds 
are managed as required by the PFMA, treasury regulations other applicable acts and regulations and 
internal and external auditors conduct regular compliance reviews. 

 The CHIETA Governing Board committed CHIETA to a process of sustained risk management that 
is aligned to the principles of good corporate governance, relevant legislation and leading practice. 
Accountability is strongly vested at Governing Board and managerial level on strategic and operational 
risk management.

 The CHIETA has over the last few years embarked upon a comprehensive organisation wide risk 
management process that was done in a structured, consistent and integrated manner that aligns 
strategy, processes, people, technology and knowledge towards mitigating risks within acceptable 
levels. This Chieta Risk Management Framework covers the full spectrum of risks taken in the 
pursuance of CHIETA objectives and are categorized into strategic and operational risks per the 
respective functional areas and business processes of the organisation.

 Management and monitoring of the CHIETA Risk Management framework are facilitated through regular 
risk assessments and reporting by management into the Governance structures of CHIETA in terms 
of relevance, progress and status of risks treatments as per committed deadlines and implementation 
frameworks.

12.3 expenditure Control and procurement framework

 The CHIETA has developed a robust framework for expenditure control, governed by various policies, 
procedures, delegations and systems, which are updated on a regular basis. A supply chain management 
policy framework is fully implemented in line with the preferential procurement practice framework act 
and supply chain management regulations. These policies and procedures are reviewed regularly by 
the CHIETA management, staff, and internal auditors and adjusted to ensure that current updates in 
procurement practices are adhered to by the entity.

12.4 ChieTa infrastructure and security over assets and income

 The CHIETA net asset base was approximately R346 million at 31 March 2012. Total net assets 
increased by approximately R55.7 million as at the financial year ended 31 March 2012.

reporT of The aCCounTinG auThoriTy
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12.5 Governing Board and executive Committee meetings

 Governing board members attend quarterly meetings and discuss strategic matters focusing on 
delivery of the CHIETA mandate.

12.6 promotion of accountability and Transparency 

12.6.1 Audit Committee

 The Audit Committee functions in terms of section 47 of the PFMA and performs a critical governance 
function. As with the board, its constitutional structure and operation have been considered in relation to 
best practice recommendations in terms of the King Report and the protocols on corporate governance. 

12.6.2 Management Committee

 Through involvement with day-to-day business activities, the CHIETA Chief Executive Officer and the 
management team are responsible for ensuring that decisions, strategies and views of the board are 
implemented.

12.6.3 Employees

 The Human Resources Strategy is founded on human capital development. It also addresses issues 
that create the conditions and opportunities for previously disadvantaged individuals to take their 
rightful place at all levels. 

12.6.4 Employment Equity

 There is continual monitoring and enforcement of employment equity practices.

reporT of The aCCounTinG auThoriTy
for the year ended 31 march 2012
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13. REMUNERATION TO MEMBERS OF THE ACCOUNTING AUTHORITy AN 
EXECUTIVE MANAGEMENT:

ACCOUNTING AUTHORITy:
Allowance

 Name  Constituency 
 Board 

Meeting 
Fee 

Committee 
Meeting 

Fee 

Once-off 
Board 
fee 5% 

Once-off 
Board 
fee 8% 

 Total 

   1  Nolitha Fakude Ministerial appointee 
- Chairperson 

               
-                     -   -               -               -   

   2 Chemist Khumalo Ministerial appointee 27 540                   -   23 360             -        50 900 
   3  Manene Samela Ministerial appointee 16 524                   -   23 360             -        39 884 
   4 Brian Muir UASA 27 540 5 565 -   29 920      63 025 
   5 Gerhard Ceronie Solidarity 27 540 18 550 -   29 920      76 010 
   6 Mosehle Mampho SACWU 24 786 19 095 -   29 920      73 801 
   7 Daniel Nkotsoe GIWUSA 22 032 3 710 -   29 920      55 662 
   8 Ingrid Dimo National Bargaining 

Council 27 540 1 855 23 360      52 755 
   9 Jacqui Klaasen 

(Payment to Omnia) 
Explosives industry 

24 786 15 385 -   29 920      70 091 
 10 Merwe Van Pletsen NPEA 16 524 1 855 -   29 920      48 299 
 11 Tshenge Demana DTI -                     -   -               -               -   
 12 Jan Smit NASCEA 22 032 11 130 -   29 920      63 082 
 13 Bertie Van Baalen NBCEA 19 278 6 110 -   29 920      55 308 
 14 George Mnguni Department of 

Energy -   -   -   -               -   
 15 Mike Booth CAIA 22 032 5 565 -   29 920      57 517 
Total 278 154 88 820 70 080 269 279    706 333 

EXECUTIVE MANAGEMENT:

Name Designation Basic Allowances
Provident 

fund
Performance 

Bonus
Total

Ayesha Itzkin Acting CEO / 
ETDQA Executive

710 566 216 302 144 994 203 654 1 275 516 

Farhad Motala CFO 848 981          189 000 179 878         172 348         1 390 207

Trevor 
Channing

Governance & 
Risk Executive

     521 382  381 945 157 913 149 662 1 210 902

Kelebogile 
Dilotsotlhe

Former CEO 452 313 452 313    

Total 2 533 242 787 247 482 785         525 664         4 328 938 

Chairperson of the CHIETA Accounting Authority
Date: 30 May 2012
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CHIETA GOVERNING BOARD 2011/2012

Nolitha Fakude  (Chairperson)

Chemist Khumalo

Manene Samela

Bertie van Baalen

Mr Merwe Van Pletsen

Jan Smit

Jacqui Klaasen

Mr Brian Muir

Mosehle Petros Mampho

Dan Nkotsoe

Dr D Mike Booth

George Mnguni

Dr Tshenge Demana

Ingrid Sebolelo Dimo
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2011/12 2010/11

Note R’000 R’000

NON EXCHANGE REVENUE

Skills Development Levy: income 2 330 953 297 262 

Skills Development Levy: penalties and interest 1 726 1 134 

National Skills Fund income 13 -   190 

Other income 36 2 

EXCHANGE REVENUE

Investment income 3 20 712 17 046 

  

Total revenue 1 353 427 315 634

EXPENSES

Employer grant and project expenses 4 (262 584) (239 443)

Administration expenses 5 (34 946) (35 260)

Loss on Disposal 6 (159) -   

National Skills Fund expenses 13 -   (190)

  

Total expenses (297 689) (274 893)

NET SURPLUS FOR THE yEAR 1 55 738 40 741

ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2012

Statement of Financial Performance
as at 31 March 2012
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annual finanCial sTaTemenTs
for the year ended 31 march 2012

Statement of Financial Position
as at 31 March 2012

2011/12 2010/11

Note R’000 R’000

ASSETS

Current assets

Prepayments and advances (Exchange) 8 84 40 

Accounts receivable 9 2 029 389 

- Non-Exchange 2 029 220 

- Exchange -   169 

Cash and cash equivalents 10 369 596 361 143 

Inventories 20 77 27 

371 786 361 599 

Non-current assets

Property, plant and equipment 6 871 1 001 

Other intangible assets 7 146 110 

1 017 1 111 

TOTAL ASSETS 372 803 362 710 

Less: Current liabilities
Accounts payable 12 26 546 70 928 

- Non-Exchange 14 858 63 124 

- Exchange 11 688 7 804 

National Skills Fund received in advance (Non Exchange) 13 -   1 107 

Bank Overdraft (Non Exchange) 11 -   156 
26 546 72 191 

TOTAL NET ASSETS 346 257 290 519 

FUNDS CONTRIBUTED By:

Funds and reserves

Administration reserve 6 094 6 094 

Discretionary reserve 340 163 284 425 

TOTAL NET FUNDS 346 257 290 519 



77

Administration 

reserve

Employer 

grant reserve

Discretionary 

reserve

Net accumulated 

surplus

Total

R’000 R’000 R’000 R’000 R’000

Balance at 31 March 2009         6 094 - 229 838                 - 235 932 

Net Surplus per Statement of 

Financial Performance 13 846 13 846 
Allocation of Net accumulated 

surplus         2 409 17 193  (5 756)      (13 846)
Excess reserves transferred to 

Discretionary reserve       (2 409)  (17 193) 19 602 - 

     
Balance at 31 March 2010         6 094 - 243 684                 - 249 778 

Net Surplus per Statement of 

Financial Performance        40 741 40 741 
Allocation of Net accumulated 

surplus         1 897 31 438 7 406      (40 741) - 
Excess reserves transferred to 

Discretionary reserve       (1 897)  (31 438) 33 335 - 

     
Balance at 31 March 2011         6 094 - 284 425                 - 290 519 

Net Surplus per Statement of 

Financial Performance        55 738 55 738 
Allocation of Net accumulated 

surplus         7 351 18 249 30 138      (55 738) - 
Excess reserves transferred to 

Discretionary reserve       (7 351)  (18 249) 25 600 - 

Balance at 31 March 2012         6 094 - 340 163                 - 346 257 

annual finanCial sTaTemenTs
for the year ended 31 march 2012

Statement of Changes in Net Assets
as at 31 March 2012
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annual finanCial sTaTemenTs
for the year ended 31 march 2012

Cash Flow Statement
for the year ended 31 March 2012

2011/12 2010/11

Note R’000 R’000

CASH FLOWS FROM OPERATING ACTIVITIES

Operating activities

Cash receipts from stakeholders 331 073 300 156 

Levies, interest and penalties received 331 039 299 964 

Other cash receipts from stakeholders 34 2 

NSF Special projects - 190 

Cash paid to stakeholders, suppliers and employees (341 822) (250 688)

Grants and project payments (307 010) (215 805)
Compensation of employees 5.1 (17 891) (17 921)

Payments to suppliers and other (16 921) (16 962)

Cash utilised in operations 14 (10 749) 49 468 

Investment income 3 20 712 17 046 

Net cash inflow from operating activities 9 963 66 514 

CASH FLOW FROM INVESTING ACTIVITIES

Purchase of property, plant and equipment 6 (405) ( 258) 

Proceeds from disposal of property, plant and equipment 2 -

Net cash outflow from investing activities (403) (258)

CASH FLOW FROM FINANCING ACTIVITIES

Grants, transfers and funds received (1 107) (262)
Net cash inflow from financing activities (1 107) (262)

Net increase in cash and cash equivalents 8 453 65 994 

Cash and cash equivalents at beginning of year 10 361 143 295 149 

Cash and cash equivalents at end of year 10 369 596 361 143 
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ACCOUNTING POLICy NOTES
to the Annual Financial Statements for the year ended 31 March 2012

1. ACCOUNTING POLICy:      

       

1.1 Basis of preparation      

 The financial statements have been prepared in accordance with the effective Standards of Generally Recognised 

Accounting Practices (GRAP) including any interpretations, guidelines and directives issued by the Accounting 

Standards Board. 

       

1.2 The cash flow statement has been prepared in accordance with the direct method.

  

1.3 Specific information 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 must be presented separately on the statement of 

financial position.
  

1.4 The amount and nature of any restrictions on cash balances is required to be disclosed.

  

 In addition to the above, the following GRAP statements have been approved, but are not yet effective as at  

31 March 2012
  

 GRAP 9 - Revenue from exchange transactions

 GRAP 12 - Inventories

 GRAP 13 - Leases

 GRAP 14 - Events after the reporting date

 GRAP 17 - Property, Plant and Equipment

 GRAP 19 - Provisions, Contingent Liabilities and Contingent Assets

 GRAP 23 - Revenue from non-exchange transactions (Taxes and Transfers)

 GRAP 24 - Presentation of Budget Information in Financial Statements

 GRAP 100 - Non-current Assets held for sale and Discontinued Operations

 GRAP 102 - Intangible Assets

       

 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 stated.
  

1.5 The financial statements have been prepared on the historical cost basis, except where adjusted for present / fair 

values as required by the relevant accounting standard.
 

1.6 Going Concern

 The financial statements have been prepared on the going concern basis, as the CHIETA does not see any reason 

to significantly curtail its operations in the foreseeable future.
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2.1 Currency      

       

 These financial statements are presented in South African rands as this is the currency in which the entity’s 

transactions are denominated. Figures have been rounded of to the nearest thousand (R’000). 

3.1 Revenue recognition      

       

 Skills Development Levy (SDL) transfers are recognised when it is probable that future economic benefit will flow 

to the SETA and these benefits can be measured reliably. This occurs when the department of higher education 

and training (DHET), either makes an allocation or payment, whichever comes first, to the SETA, as required by 

section 8 of the Skills Development Levies Act, 1999 (Act No.9 of 1999). Skills Development levies are recognised 

at the fair value of the consideration received.
       

3.2 Levy income      

       

 In terms of section 3(1) and 3(4) of the Skills Development Levies Act, 1999 (Act No. 9 of 1999), registered 

member companies of the SETA pay a skills development levy of 1% of the total payroll cost to the South African 

Revenue Services (SARS).

       

 80% of skills development levies are paid over to the SETA (net of the 20% contribution to the National Skills 

Fund).

 Revenue is adjusted for inter-SETA transfers due to employers changing SETA’s.  Such adjustments are disclosed 

separately as inter-SETA transfers. The amount of the inter-SETA adjustment is calculated according to the 

Standard Operating Procedures issued by the Department of Labour in June 2001.
       

 When a new employer is transferred to the SETA, the levies transferred by the former SETA are recognised as 

revenue and allocated to the respective category to maintain its original identity.
       

3.3 Interest and penalties      

       

 Interest and penalties on the skills development levy is recognised on the accrual basis.

       

3.4 Funds allocated by the National Skills Authority for special projects   

       

 Funds transferred by the National Skills Authority are accounted for in the financial statements of the SETA as a 

liability until the related eligible special project expense are incurred, when the liability is extinguished and revenue 

recognised.
       

 Property, plant and equipment acquired for the project are capitalised in the financial statements as the SETA 

controls such assets for the duration of the project. Such assets can however only be disposed of in terms of 

agreement and specific written instructions by the National Skills Authority.
       

3.5 Government grants and other donor income     

       

 Conditional government grants and other conditional donor funding received are recorded as deferred income 

when it becomes receivable and are then recognised as income on a systematic basis over the period necessary 

to match the grants with the related costs which it was intended to compensate. Unconditional grants received are 

recognised when the amounts have been received.
       

aCCounTinG poliCy noTes
to the annual financial statements for the year ended 31 march 2012
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3.6 Investment income      

       

 Interest income is accrued on a time proportion basis, taking into account the principal amount outstanding and 

the effective interest rate over the period to maturity.
       

4.1 Grants and project expenditure      

       

 A registered company may recover a maximum of 50% 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 Act 1999 (Act 

No 9 of 1999).
       

 mandatory grants      

 The grant payable and the related expenditure are recognised when the employer has submitted an application 

for a grant in the prescribed form by 30 June 2011.  The grant is equivalent to 50% of the total levies paid by the 

employer during the corresponding financial period for the skills planning grant and implementation grant.
       

 Discretionary grants and project expenditure

 The funding for discretionary grants and projects comprise 20% of the total levies paid by the employers, levy 

grants that are not claimed by employers, the surplus of administration levies not utilised, investment income, and 

other income generated by the SETA.
       

 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.
       

 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 Seta 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.
  

5.1 Irregular and fruitless and wasteful expenditure

  

 Irregular expenditure means expenditure incurred in contravention of, or not in accordance with, a requirement 

of any applicable legislation.nFruitless 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.
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6.1 Property, plant and equipment      

       

 Property, Plant and equipment are stated at historical cost less accumulated depreciation and accumulated im-

pairment. Depreciation is calculated on the straight-line method to write-off the cost of each asset over its esti-

mated useful life. 
 

 - Computer equipment 50%

 - Office furniture and fittings 10%

 - Office equipment 10%

 

 The depreciation charge is to depreciate the book value over the the useful life of the asset to its assessed residual 

value. Depreciation is calculated and provided for on an annual basis. If the residual value of an asset is at least 

equal to its carrying amount, depreciation will cease.

 The expected useful life of assets within each class differs, since all of the assets are expected to be in use over 

the life of the SETA. The depreciation of assets commences on the date that the asset is available for use, even 

if it is not yet in use.
       

 The estimated useful life of the assets are limited to the remaining period of the licence issued to the CHIETA by 

the Minister of Higher Education and Training.  For the current year the remaining period is 4 years (2011: 5 years). 

Useful life of assets are re-assessed at the end of each financial year.

 The following factors were considered to determine the useful life of the asset:  

       

 - Expected usage of the asset;      

 - Expected physical wear and tear of the asset;      

 - Technical obsolescence; and      

 - Legal or other limits on the use of the asset.      

       

 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.

 Intangible Assets
 Intangible assets held for use are stated in the balance sheet at amortised cost ,being the initial cost price less 

any amortisation and impairment.  
 

 Amortisation is charged so as to write off the cost of intangible assets over their estimated useful lives, using the 

straight-line method as following:
 

 - Computer Software 50%

 

 The useful lives of intangible assets are reassessed at the end of each financial year.
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7.1 Finance and operating lease agreements      

       

 Leases of assets under which all the risks and benefits of ownership are effectively retained by the lessor are 

classified as operating leases. Payments made under operating leases are charged to the income statement 

based on actual straight lined and accrued payments. 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 take place.

       

8.1 Retirement benefit costs      

       

 The SETA 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 14.88% of pensionable emoluments.
       

 The SETA’s contribution to the defined contribution plans is charged to the income statement in the year to which 

they relate and no future liability exists for the Chieta.

       

9.1 Provisions      

       

 Provisions are recognised when the SETA has a present legal or constructive obligation as a result of past events, 

and it is probable that this will result in an outflow of economic benefits that can be estimated reliably.
       

9.2 Provision for employee entitlements      

       

 The cost of other employee benefits is recognised during the period in which the employee renders the related 

service. Employee entitlements are recognised when they accrue to employees.  A provision is made for the 

estimated liability as a result of services rendered by employees up to the balance sheet date. Provisions included 

in the balance sheet are provisions for leave (based on the current salary rates), bonuses and termination benefits.
       

9.3 Provision for grants      

       

 A provision is recognised for grant payments once the specific criteria set out in the regulations to the Skills 

Development Act, 97 of 1998 has been complied with by member companies and it is probable that the SETA will 

approve the payment.  The measurement of the obligation involves an estimate, based on the established pattern 

of past practice of approval for each type of grant.

       

 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.  
       

10.1 Financial instruments      

       

 recognition      

 Financial assets and financial liabilities are recognised on the SETA’s balance sheet when the SETA becomes a 

party to the contractual provisions of the instrument.
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10.1 Financial instruments (continued)      

       

 measurement

 Financial instruments are initially measured at cost, which includes transaction costs.  Subsequent to initial 

recognition these instruments are measured as set out below.
       

10.2 Financial assets      

       

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

       

 investments and loans

 The following categories of investments are measured at subsequent reporting dates at amortised cost by using 

the effective interest rate method if they have a fixed maturity, or at cost if there is no fixed maturity:

 - Loans and receivables originated by the group;

 - 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 balance sheet date.

 Investments other than those listed above are classified as available-for-sale investments or investments held-for-

trading and are measured at subsequent reporting dates at fair value without any deduction for transaction costs 

that may be incurred on sale or other disposal. 

       

 accounts and other receivables

 Accounts and other receivables are stated at amotised cost as reduced by appropriate allowances for estimated 

irrecoverable amounts.

       

 Cash and cash equivalents

 Cash and cash equivalents are measured at fair value.

       

10.3 Financial liabilities      

       

 The SETA’s principal financial liabilities are accounts and other payables.

       

 All financial liabilities are measured at amortised cost, comprising original debts less principle payments and 

amortisations, except for financial liabilities held-for trading and derivative liabilities, which are subsequently 

measured at fair value.

 Gains and losses arising from a change in the fair value of financial instruments, other than available-for-sale 

financial assets, are included in net profit or loss in the period in which it arises. Gains and losses arising from 

a change in the fair value of available-for-sale financial assets are recognised in equity, 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 profit or loss 

for the period.
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10.3 Financial liabilities (continued)      

 A financial asset or a portion thereof is derecognised when the SETA realises the contractual rights to the benefits 

specified in the contract, the rights expire, the SETA surrenders those rights or otherwise loses control of the 

contractual 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 equity is included in net profit or loss 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.

 The fair values at which financial instruments are carried at the balance sheet date have been determined using 

available market values.  Where market values are not available, fair values have been calculated by discounting 

expected future cash flows at prevailing interest rates.  The fair values have been estimated using available 

market information and appropriate valuation methodologies, but are not necessarily indicative of the amounts 

that the SETA could realise in the normal course of business.  The carrying amounts of financial assets and 

financial liabilities with a maturity of less than one year are assumed to approximate their fair value due to the 

short-term trading cycle of these items.

       

 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 offset exists.
       

11.1 Reserves      

       

 Equity is sub-classified in the balance sheet between the following funds and reserves:  

 -  Administration reserve      

 -  Employer grant reserve      

 -  Discretionary reserve      

       

 This sub-classification is made based on the restrictions placed on the distribution of monies received in accor-

dance with the Regulations issued in terms of the Skills Development Act, 1998 (Act No. 97 of 1998).
       

 Member employer company levy payments are set aside in terms of the Skills Development Act and the regulations 

issued in terms of the Act, for the purpose of:
       

     2011/12 2010/11

     % %

       

 Administration costs of the SETA    10 10

 Employer Grant Fund Levy    50 50

 Mandatory Workplace Skills Planning Grant    50 50

 Discretionary grants and projects    20 20

     80 80

       

 In addition, contributions received from public service employers in the national or provincial spheres of government 

may be used to pay for its administration costs.  
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11.1 Reserves (continued)      

       

 Interest and penalties received from SARS as well as interest received on investments are utilised for discretionary 

grants and projects.  Other income received are utilised in accordance with the original source of the income.
       

 The net surplus/deficit is allocated to the administration reserve, the mandatory grant reserve and the discretionary 

fund reserve based on the above table. 
       

 Surplus funds is moved to the discretionary fund reserve from the administration reserve based on unspent funds 

at year-end and from the mandatory grant based on unclaimed grants after the prescribed time-frames have 

elapsed.

11.2 Related parties

 CHIETA operates in an economic environment currently dominated by entities directly or indirectly owned by the 

South African government. All national departments of government and state-controlled entities are regarded as 

related parties in accordance with Circular 4 of 2005: Guidance on the term “state controlled entities” in context of 

IAS 24 (AC 126) - Related Parties, issued by the South African Institute of Chartered Accountants. Other related 

party transactions are also disclosed in terms of the requirements of the accounting standard.

 

 

 

11.3 Inventories

 Inventories are measured at the lower of cost and net realisable value.  Net realisable value is the estimated 

selling price in the ordinary course of business less the estimated costs of completion and the estimated costs 

necessary to make the sale.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing 

the inventories to their present location and condition.

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and 

segregated for specific projects is assigned using specific identification of the individual costs.

The cost of inventories is assigned using the first in first out (FIFO) / weighted average formula. The same cost 

formula is used for all inventories having a similar nature and use to the entity.

When inventories are sold, the carrying amount of those inventories are recognised as an expense in the period in 

which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and 

all losses of inventories are recognised as an expense in the period the write-down or loss occurs. 

11.4 Commitments and contingencies

 
 Commitments comprise those future expenses that CHIETA has committed itself to contractually, but for which a 

present obligation for the payment thereof does not exist at the reporting date.  Accordingly these commitments 

are not recognised as liabilities but are disclosed in the notes to the annual financial statements.  Please refer to 

note 16.
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2012
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2. SKILLS DEVELOPMENT LEVy INCOME

2011/12 2010/11

Note R’000 R’000

The total levy income per the Income Statement is as follows:

Levy income: Administration 42 456 37 157 
Skills development levies transferred from department of higher 

education and training 42 436 37 142 
Interseta transfers in 20 15

Levy income: Employer Grants 207 084 185 762 
Skills development levies transferred from department of higher 

education and training 206 959 185 685 
Interseta transfers in 125 77

Levy income: Discretionary Grants 81 413 74 343 
Skills development levies transferred from department of higher 

education and training 81 374 74 312 
Interseta transfers in 39 31

330 953 297 262 

3. INVESTMENT INCOME

Interest income 20 712 17 046 
Bank deposits 20 712 17 046 

20 712 17 046 

4. EMPLOyER GRANT AND PROJECT EXPENSES

Mandatory grants 188 835 154 324 
Disbursed 232 049 124 931 
Movement in provisions and accruals  (43 214) 29 393 

Discretionary grants 47 169 56 456 
      Disbursed 52 056 60 450 
      Movement in provisions and accruals (4 887)  (3 994)
Project expenditure 16.1 26 580 28 663 

Disbursed 26 745 32 628 
Movement in provisions and accruals (165)  (3 965)

262 584 239 443 
4.1 Project expenditure consist of: 

Direct project costs 26 580 28 663 

26 580 28 663 
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5. ADMINISTRATION EXPENSES

2011/12 2010/11

Note R’000 R’000

Depreciation       304 123

Amortisation of intangibles        35 63

Operating lease rentals (minimum lease payments)    2 056    4 422 

Buildings    2 056    4 422 

Maintenance, repairs and running costs       208       249 

Property and buildings       208       249 

Utilities       618         -   

Advertising, marketing and promotions, communication       310 180

Consultancy and service provider fees    1 191    1 969 

Legal fees       877 446

Cost of employment 5.1  19 366  18 650 

Travel and subsistence    1 474    1 926 

Training and development       479 248

Remuneration to members of the accounting authority       706         -   

Remuneration to members of the audit committee       346       161 

Internal auditors remuneration    1 281    1 095 

External auditor’s remuneration    1 757    1 733 

Audit fees    1 757    1 733 

Bad debts written off - 55

Internet Service (ISP)       648 675

Telephone and Fax       664 853

Printing and stationary       591 539

Insurance costs       249 332

Workshop and meetings       169 219

Other    1 617    1 322 

 34 946  35 260 

Refer to the report of the accounting authority for disclosure concerning the remuneration to the members of the 

Accounting Authority, Chief Executive Officer; Chief Financial Officer and Senior Managers.

5.1 Cost of employment

Salaries and wages  16 656  15 770 

Basic salaries  12 552  12 860 

Performance awards    2 065    1 237 

Temporary staff    1 355       840 

Leave provision       684       833 

Social contributions    2 710    2 880 

Medical aid contributions       455       409 

Provident fund contributions: defined contribution plans    2 209    2 298 

UIF        46       173 

 19 366  18 650 

Allocation of cost of employment

Administration expenses 5  19 366  18 650 

 19 366  18 650 

Average number of employees 34 35
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Movement summary 2012 Carrying 

amount            

2011

Adjustments Additions Disposals Depreciation/ 

Amortisation 

charge

Carrying 

amount            

2012

R’000 R’000 R’000 R’000 R’000 R’000

Computer equipment 404 1 223  (72)  (139) 417 
Office furniture and fittings 169 31  (16)  (51) 133 
Office equipment 428  (1) 59  (51)  (114) 321 
Balance at end of period 1 001 - 313  (139)  (304) 871 

Movement summary 2011

Computer equipment 333 144  (73) 404 

Office furniture and fittings 154 26  (11) 169 

Office equipment 458 9  (39) 428 

Balance at end of period 945 - 179 -  (123) 1 001 

6. PROPERTy, PLANT AND EQUIPMENT

Cost Accumulated 

depreciation/ 

impairment

Closing 

carrying 

amount 

year ended 31 March 2012 R’000 R’000 R’000

Computer equipment 1 505  (1 088) 417 

Office furniture and fittings 1 489  (1 356) 133 

Office equipment 888  (567) 321 

Balance at end of period 3 882  (3 011) 871 

Made up as follows:

- Owned assets 3 678  (2 807) 871 

- Leased assets 204  (204) -   

During the reassessment of useful lives and residual values, it has become evident that certain items of property, plant 

and equipment have become obsolete. Consequently these were scrapped.

Cost Accumulated 

depreciation/ 

impairment

Closing 

carrying 

amount 

year ended 31 March 2011 R’000 R’000 R’000

Computer equipment 1 999  (1 595) 404 

Office furniture and fittings 1 869  (1 700) 169 

Office equipment 1 407  (979) 428 

Balance at end of period 5 275  (4 274) 1 001 
Made up as follows:

- Owned assets 5 071 (4 070) 1 001 

- Leased assets 204 (204) -   
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7. INTANGIBLE ASSETS - COMPUTER SOFTWARE 2011/12 2010/11

R’000 R’000

Opening carry value                               

110 

                  

93 
Cost / valuation 1 384 1 304 

Accumulated amortisation  (1 274)  (1 211)

Movements during the year 36 17 

Additions  92 80 

Disposals  (21) -   

Amortisation  (35)  (63)

Closing carry value 146 110 

Cost / valuation 494 1 384 

Accumulated amortisation  (348)  (1 274)

During the reassessment of useful lives and residual values, it has become evident that certain computer software 

have become obsolete. Consequently these were scrapped.

CHANGE IN ACCOUNTING ESTIMATE

During the period the useful lives of property, plant and equipment as well as the useful lives of intangible assets 

were re-assessed in line with the requirements of GRAP 17 and GRAP 102. Following the reassessment the 

remaining useful lives of property, plant and equipment as well as the remaining useful lives of intangible assets 

were assessed at 4 years.  This is attributable to additional / new information that became available during the 

prior year regarding the renewal of license of the various SETA’s.  CHIETA will have a licence for the next 4 years, 

therefore the assets are depreciated in accordance with the period of the licence to continue operating.

The additional information that became available has resulted in a change in the useful lives of the assets of 

CHIETA, which constitutes a change in accounting estimate in accordance with GRAP 3. The impact of the change 

in accounting estimate is a reduction in the annual depreciation and amortisation expenses.  It is expected that this 

trend may continue in future periods.

noTes To The annual finanCial sTaTemenTs
for the year ended 31 march 2012

The depreciation and amortisation expenses have decreased as follows for the 2012 financial year:

Before change 

in estimate

After change 

in estimate

Net Decrease

 Amortisation: Computer software 85             35           50 

 Depreciation: Computer equipment 189 139 50 

 Depreciation: Furniture & fittings 28 51 -23 

 Depreciation: Office equipments 73 114 -41 

375 339 36 
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8. PREPAyMENTS AND ADVANCES

2011/12 2010/11

Note R’000 R’000

Staff Advances              52 40 

Prepayments              32                   -   
Closing balance              84 40 

9. ACCOUNTS RECEIVABLE

Interseta debtors (Non-Exchange) 19               -   79 

Projects Debtors (Exchange)               -   169 

Deposits (Non-Exchange)            123 83 

Trade receivables (Non-Exchange) 1 703 46 

Employer receivable (Non-Exchange)            203 12 

2 029 389 

9.1 Bad debts written off

Employee receivable               -   55

Amounts written-off               -   (55)

Employee receivable               -                     -   

10. CASH AND CASH EQUIVALENTS

Cash at bank and in hand 369 596 361 143 

Cash at bank 369 595 361 141 

Cash on hand                1 2

Cash and cash equivalents at end of year                 369 596 361 143 

As required in Treasury Regulation 31.2, National Treasury approved the banks where the CHIETA bank accounts 

are held.  The weighted average interest rate on short term bank deposits was 5.5 % (2011: 5.6%).

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.
2011/12 2010/11

R’000 R’000
11. BANK OVERDRAFT

              -   156 

Bank Overdraft               -   156 

              -   156 
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noTes To The annual finanCial sTaTemenTs
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12.1 Leave and Bonus pay accrual

Employee 

leave 

provision

Employee 

bonus 

provision

2011/12 2010/11

R’000 R’000
Open carrying amount 833 1 608 2 441 1 712 
Amounts utilised (833) (1 608)  (2 441)  (1 712)
Change in estimate 1 015 2 901 3 916 2 441 
Closing carrying amount 1 015 2 901 3 916 2 441 

Non-current -   -   -
Current 1 015 2 901 3 916 
Total 1 015 2 901 3 916 

Employee entitlements relate to leave credits available to employees of the CHIETA. Leave balances of employees 

are multiplied by the daily rate of each employees salary and quantified to the amount of leave credits available.

13. NATIONAL SKILLS FUND: SPECIAL PROJECTS

2011/12 2010/11

R’000 R’000
Opening balance 1 107 1 179 
Interest received               -   118 
Reimbursed to National Skills Fund  (1 107) -
Utilised and recognised as revenue-conditions met:               -   (190)
OGCM Artisan skills Project               -   (190)
Closing balance               -   1 107 

During the current year the opening balance available of R1,107 (R’000) was recognised as a liability until the 

conditions attached were met.  During the year, R1,107 (R’000) of the remaining balance of project funds was 

tranfered to the National Skills Fund as all project conditions were met  As at year end  no further liability was 

outstanding to the National SKills Fund.

12. ACCOUNTS PAyABLE

2011/12 2010/11
Notes R’000 R’000

14 858 63 124 
Skills development grants payable - mandatory (Non -Exchange) 11 651 54 865 
Skills development grants payable - discretionary (Non -Exchange) 3 031 7 918 
Project creditors (Non -Exchange)              12 177 
Interseta payables (Non -Exchange) 19            164 164 

Sundry payables 11 688 7 804 
Other Accruals (Exchange) 5 840 1 417 
Leave and Bonus pay accrual (Exchange) 12.1 3 916 2 441 
Service provider fees outstanding (Exchange) 1 819 3 929 
Trade payables (Exchange)            113 17 

26 546 70 928 
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14. RECONCILIATION OF NET CASH FLOW FROM OPERATING

ACTIVITIES TO NET SURPLUS 2011/12 2010/11

R’000 R’000
Net surplus as per statement of financial performance 55 738 40 741 
Adjusted for non-cash items:

Depreciation            304 123 
Amortisation              35 63 
NSF Special project income recognised                 - 190 

Adjusted for items separately disclosed:

Investment income  (20 712)  (17 046)
Finance lease instalments 157 -

Adjusted for working capital changes:  
(Increase) in receivables  (1 689) 1 619 
Increase / (decrease) in payables  (44 538) 20 767 
Decrease in prepayments and advances  (44) 3 011 

Cash generated from operations     (10 749) 49 468 

15. CONTINGENCIES

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

amount could not be quantified as National Treasury has not defined surplus funds.  Formal approval has been 

obtained from National Treasury to retain surplus funds.

16. COMMITMENTS

16.1 Discretionary reserve
Of the balance of R340,163 (R’000) available in the Discretionary reserve at the end of March 2012, R156,847 

(R’000) has been approved and allocated for discretionary grants and substantial portions of contractual obligations 

have been met. A further amount of R194,612 has been allocated and approved for discretionary grant programs 

as outlined below. During the financial year an amount of R47,174 was utilised on contractual deliverables. An 

additional amount of  R31 million is in the process of allocation by the discretionary grant review committee and 

has been approved after balance sheet date. Any balance available on the reserve will be utilised for the purposes 

of strategic sector projects.
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16. COMMITMENTS (continued)

16.2 Operating Leases

2011/12 2010/11

R’000 R’000

Minimum lease payments under operating leases recognised as an expense in 

the year
At the reporting date the entity has outstanding commitments under operating 

leases which fall due as follows: 2 056 4 422 

Not later than one year 1 942                   -   
Later than one year and not later than five years 6 180                   -   

8 123 -
Operating Leases

Operating lease payments represent rentals payable by the entity for certain of its office properties. Leases 

are negotiated for an average term of 4 years and rentals escalate on average by 8% per annum. The monthly 

payments for property assessment rates and taxes and municipal charges are included as part of other operating 

expenditure in the statement of financial performance.

17. MATERIAL LOSSES THROUGH CRIMINAL CONDUCT, IRREGULAR, FRUITLESS AND WASTEFUL 

EXPENDITURE

Irregular, Fruitless and Wasteful Expenditure:

To the best of our knowledge, no material losses through criminal conduct, or irregular, fruitless and wasteful ex-

penditure were incurred during the year ended 31 March 2012.

Irregular expenditure

2011/12 2010/11

R’000 R’000
Opening balance 584 -   
Add: Irregular expenditure -   584 
Amount condoned  (584)

Closing Balance -   584 
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18. FINANCIAL INSTRUMENTS

In the course of the CHIETA operations it is exposed to interest rate, credit, liquidity and market risk.  The CHIETA 

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 CHIETA’s exposure to interest rate risk and the effective interest rates on financial instruments at balance 

sheet date are as follows:

Floating rate Fixed Rate Non-inter-

est bearing

TOTAL 

            

 

 

 

R’000             
 

Amount               

 

 

 

R’000

Effective 

interest 

rate 

 

Amount            

 

 

 

R’000

Weighted av-

erage effec-

tive interest 

rate       %

Amount            

 

 

 

R’000
 year ended 31 March 2012
 Assets 

Cash 348 884 5.5% 20 712 5.5% -   369 596 

Accounts receivable -   -   -   2 029 2 029 

348 884 5.5% 20 712 5.5% 2 029 371 625 
 Liabilities 

Accounts payable -   -   -   -   26 546 26 546 
               -   -                -                 -   26 546 26 546 

 year ended 31 March 2011 

 Total financial assets 344 097 -   17 046 -   389 361 532 

 Total financial liabilities - -   -                -   70 928 70 928 

344 097 -   17 046 -   71 317 432 460 
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Credit risk

Financial assets, which potentially subject the CHIETA to the risk of non performance by counter parties and 

thereby subject to credit concentrations of credit risk, consist mainly of cash and cash equivalents, investments 

and accounts receivable.   

The CHIETA 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 

Regulations. 

Credit risk with respect to levy paying employers is limited due to the nature of the income received.  The CHIETA 

does not have any material exposure to any individual or counter-party.  The CHIETAs concentration of credit risk 

is limited to the industry in which the CHIETA operates. No events occurred in the industry 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 CHIETA manages liquidity risk through proper management of working capital, capital expenditure and actual 

vs. forecasted cash flows. 

Market risk

The CHIETA 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 CHIETA are aware of. 

Fair values

The CHIETA’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.  

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

Cash and cash equivalents

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

of these financial assets.

Accounts receivable

The carrying amount of accounts receivable, net of allowance for bad debt, approximates fair value due to the 

relatively short-term maturity of these financial assets.

Accounts payable

The carrying amount of account and other payables approximates fair value due to the relatively short-term ma-

turity of these financial liabilities.
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19. RELATED PARTy TRANSACTIONS

Transactions with other SETA’s

Interseta transactions and balances arise due to the movement of employers from one SETA to another.  The 

following transactions occurred during the year with other SETA’s. 

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

2011/12 2010/11

R’000 R’000

Transfers in/

(out) during 

the year

Amount 

receivable/

(payable)

Transfers in/

(out) during 

the year

Amount 

receivable/

(payable)

Receivables 187 -   123 79 
MQA             69 -  - - 

W&R SETA -               -   -              29 

HEALTH AND WELFARE 114               -   123               -   

AGRISETA               4               -   -               -   

SERVICES -               -   -              50 

Payables                -         ( 164)                     -         ( 164) 

W&R SETA - (3) - (3)

MQA -             (69)  -             (69)

MERSETA - (92)  - (92)

Total            187           (164) 123             (85)
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20. INVENTORIES 

2011/12 2010/11

Inventories consist of : R’000 R’000

Consumable Stores 3 5 

Stationary Marketing / promotional material 73 -   

Groceries and refreshments - 22 

             76 27 

21. COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE yEAR ENDED 31 MARCH 2012

Approved 

Budget

Actual Favourable 

(Unfavourable) 

Variance

Approved 

Budget

Actual Favourable 

(Unfavourable) 

Variance

2011/12 2010/11

R’000 R’000 R’000 R’000 R’000 R’000

NON-EXCHANGE 

REVENUE

Skills Development 

Levy: income 318 900 330 953 12 053 319 706 297 262  (22 444)

Skills Development 

Levy: penalties and 

interest            908 1 726            818 856       1 134               278 

National Skills Fund 

income               -   -                   -                -            190               190 

Other income               -   36              36 -              2                  2 

EXCHANGE 

REVENUE                   

Investment income        16 673 20 712          4 039 17 550      17 046             (504)

      

Total revenue      336 481 353 427        16 946 338 112    315 634         (22 478)

EXPENSES

Employer grant and 

project expenses      302 355 262 584      (39 771) 305 195    239 443         (65 752) 

Administration 

expenses        34 126 34 946            820 32 917      35 260            2 343 

Loss on Disposal               -   159            159 - - -

National Skills Fund 

expenses               -   -               -                  -            190               190 

      

Total expenses      336 481 297 689      (38 792) 338 112    274 893         (63 219)

NET SURPLUS FOR 

THE yEAR               -   55 738 55 738                -   40 741 40 741 
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21. COMPARISON OF BUDGET AND ACTUAL AMOUNTS FOR THE yEAR ENDED 31 MARCH 2012 

(continued)

The favourable variance in skills development levy income is due to a higher than anticipated return of levies 

from member companies. The CHIETA budgeted for an 8% increase in levy income for the financial year, and 

received a 11.3% increment. Based on an analyses of levy income it appears that the employee base in the sector 

continued to expand during the period in excess of the inflationary target. National skills fund income was lower 

than budget due to the finalisation and closure of the OGCM artisan training project at the  during the year. The 

unfavourable variance on the Employer grant project expenses was due to the lower than projected discretionary 

grant disbursement for the financial year.

22. CONTINGENCIES

Contingent Liabilities:

The CHIETA is currently defending a claim in the capital sum of R3,600,000 made against the CHIETA by Cedar 

Park Properties (Pty) Ltd pertaining to the alleged repudiation of the lease agreement entered into by the former 

CHIETA CEO. The pending legal matter is currently in the pleading stage and management is uncertain of the 

outcome of the litigation. As reported in the prior year report of the Auditor - General (SA) and contrary to the 

requirements of section 66(3)(b) of the PFMA, the  former CEO of CHIETA signed a guarantee with the bank 

without the approval of the accounting authority.  An amount of R561,492 relating to a bank guarantee is subject 

to legal discussions with the landlord. The total extent of  penalties or recovery of expenses that the CHIETA will 

be subjected to could not be quantified, pending finalisation of legal  correspondence and discussion with the 

landlord.

Contingent Asset:

The CHIETA have instituted a counterclaim in the capital sum of R1,706,936 against Cedar Park Properties relating 

to the recovery of  lease rentals that were transferred to Cedar Park properties via a debit order agreement entered 

into by the former CHIETA CEO. The pending legal matter is currently in the pleading stage and management is 

uncertain of the outcome of the litigation.

noTes To The annual finanCial sTaTemenTs
for the year ended 31 march 2012



CHIETA ◊ Annual Report 2011/2012

106

MATERIALITy AND SIGNIFICANCE FRAMEWORK
for the 2011/2012 financial year

Content Page

Objective..............................................................................................................................................107

Legal framework ..................................................................................................................................107

Factors considered in developing the framework ................................................................................108

Materiality ............................................................................................................................................110

Significant ............................................................................................................................................110

Reporting of the Framework ................................................................................................................ 111

Annexure A .......................................................................................................................................... 111

Signed on behalf of the accounting authority by:

Chairperson of the Accounting authority    Acting CEO 
(Nolitha Fakude)       (Ayesha Itzkin)



107

maTerialiTy anD siGnifiCanCe framework
for the 2011/2012 financial year

1. OBJECTIVE

 The policy is intended to determine material & significant events that warrant disclosure by the Accounting 
Authority to:

 - The Executive Authority / legislature;
 - The National Treasury;
 - The Office of the Auditor General.

 Therefore events of a similar nature as considered material & significant but does not constitute material 
& significant will be managed “in-house” by the Accounting Authority in terms of formal enquiries & 
disciplinary processes defined by the Human Resources policies & procedures.

2. LEGAL FRAMEWORK

 In terms of Treasury Regulations, section 28.1.5, issued in terms of the Public Finance Management 
Act, Act No. 1 of 1999, the Accounting Authority must develop and agree a framework of acceptable 
levels of materiality and significance with the relevant Executive Authority in consultation with the external 
auditors.

 The specific sections of the Public Finance Management Act that is relevant to:

 Materiality are:-

 - Section 50(1)(c) – “The Accounting Authority for a public entity must on request, disclose to the 
Executive Authority responsible for that public entity or the legislature to which the public entity is 
accountable, all material facts, including those reasonably discoverable, which in any way influence 
the decision or actions of the Executive Authority or that legislature.”

 - Section 55(2)(b)(i) – “The annual report and financial statements must include particulars of any 
material losses through criminal conduct and any irregular expenditure and fruitless and wasteful 
expenditure that occurred during the financial year.”

 - Section 66(1) – “An institution to which this Act applies may not borrow money or issue a guarantee, 
indemnity or security, or enter into any other transaction that binds or may bind that institution or the 
Revenue Fund to any future financial commitment, unless such borrowing, guarantee, indemnity, 
security, or other transaction –

 » Is authorized by this Act; and
 » In the case of public entities, is also authorized by other legislation not in conflict with this Act; 

and
 » In the case of loans by a province or a provincial government business enterprise under the 

ownership control of a provincial executive, is within the limits as set in terms of the Borrowing 
Powers of Provincial Governments Act, 1996 (Act No. 48 of 1996).”
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 Significance is:-

 - Section 54(2) – “Before a public entity concludes any of the following transactions, the Accounting 
Authority for the public entity must promptly and in writing inform the relevant treasury of the 
transaction and submit relevant particulars of the transaction to its Executive Authority for approval 
of the transaction – 

 » Establishment or participation in the establishment of a company;
 » Participation in a significant partnership, trust, unincorporated joint venture or similar 

arrangement;
 » Acquisition or disposal of a significant asset;
 » Commencement or cessation of a significant business activity; and
 » A significant change in the nature or extent of its interest in a significant partnership, trust, 

unincorporated joint venture or similar arrangement.”

3. FACTORS CONSIDERED IN DEVELOPING THE FRAMEWORK

 The following factors were considered in determining the framework:

 - Nature of the business

 » Given the nature of the organization’s activities i.e. – 
 » The creation and registration of national standards and qualifications in the sector and sub-

sectors;
 » To curriculate, assess, certify and manage performance in the sector to ensure targeted and 

generic service skills;
 » To ensure that a quality learning provision is maintained throughout the sector;
 » To create and maintain a database to target generic and specific skills development;
 » To engage in learnerships and skills programme activities;
 » To implement the sector skills plan.

A lower level of materiality is considered appropriate.

 - Statutory Requirements

        The organization is a public entity, as contained in schedule 3A of the Public Finance Management 
Act, and as such is governed by legislation applicable to government entities.  Such legislation are 
therefore prepared in terms of good corporate governance and is intended to govern finance, supply 
chain management, asset management, etc, within the organization. In light of this, the probability 
of a material or significant infringement is considered unlikely.

maTerialiTy anD siGnifiCanCe framework
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 - Governance Structure

 The Accounting Authority (Governing Board) is represented by its stakeholders i.e. organized 
employer and employee representation from the sector.  The Accounting Authority, in terms of 
legislation is accountable for the performance and governance of the organization to the Executive 
Authority (Minister of Labour).  In terms of governance, the organization is further directed by the 
Audit Committee (external members), the external auditors (the Auditor General’s office), the internal 
auditors (external firm of auditors).

 In view of the external participation in the operations of the organization, it is considered appropriate 
to have a lower level of materiality.

 - Control and Inherent Risks

The following factors were examined in determining the control and inherent risk in the organization:

 » Annual risk assessment;
 » Three year internal audit plan;
 » Fraud prevention plan;
 » Appropriate procurement policy and modalities;
 » The implementation and adoption of a quality management system;
 » Technical competence, skills and experience of staff engaged in the decision making process;
 » Structure of the Audit Committee with reference to the King Code of Corporate Governance.

In terms of the control and inherent risks, a lower level of materiality is considered appropriate.

 - Qualitative Factors

Materiality is only related to the size of and the elements of the financial statements.  Misstatements 
that are large individually or in aggregate may affect a reasonable user’s assessment.  Misstatements 
may also be material on qualitative grounds.  The organization have considered the following 
qualitative factors:

 » Unusual transactions entered into that are not of a repetitive nature and are disclosable due 
to the nature and the knowledge thereof affecting the decision-making of the users of financial 
statements;

 » Sizable increase in the stakeholder base i.e. more member companies contributing SDL to the 
organization;

 » Fraudulent or dishonest behaviour of ALL officers or staff of the organization.  Any rand value 
will warrant disclosure;

 » Operations in regions that are economically unstable or the expansion into new locations;
 » Operations exposed to volatile markets;
 » Going concern and liquidity including loss of significant stakeholders;
 » Constraints on the availability of capital and credit;
 » Changes in the industry in which the entity operates;

maTerialiTy anD siGnifiCanCe framework
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 » Developing or offering new products or services;
 » Entities or business segments likely to be traded or lost;
 » Complex alliances and joint ventures;
 » Changes in key personnel including departure of key executives;
 » Changes in the IT environment;
 » Pending litigation and contingent liabilities;
 » Public accountability to stakeholders, parliament, auditors and the community at large;
 » The sensitivity of the organization’s financial information in making decisions;
 » Inadequate policies and procedures to mislead users;
 » Material infringement of legislation;
 » The imposition of regularity restrictions that can impair operating capabilities;
 » Any transaction entered into that could result in reputation risk;
 » Application of new or changes in accounting policy.

 
4. MATERIALITy

 Definition

 Information is material if its omission or misstatement could influence the economic decisions of users 
taken on the basis of the financial statements.  Materiality depends on the size of the item or error judged 
in the particular circumstances of its omission or misstatement.  Thus materiality provides a threshold or 
cut-off point, rather than being a primary qualitative characteristic which information must have if it is to 
be useful.

 Materiality Level

 The level of a material loss is assessed at 1% of budgeted total revenue (NSF revenue and VAT excluded, 
includes levy income, interest and penalties and any other income).

 Different levels of materiality can be used and the decision to use a conservative level of 1%, irrespective 
of whether the transaction / event relates to assets, liabilities, or reserves, is based on the fact that the 
total assets of the organization is not considered to be an indicator of performance as the organization 
is not an asset intensive entity and the revenue component is selected as a basis for the materiality 
calculation as the level of activity (grant and discretionary disbursements) is dependent on the total 
revenue received.

5. SIGNIFICANT

 Definition

 A transaction is significant if conducting the transaction is vitally important to fulfill the organization’s 
mandate and for it to operate effectively.

 Significance is larger than materiality as significant transactions may impact the organization as a whole.  
A transaction may be material but not significant whereas all significant transactions are material.
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 Significance Level

 The organization will promptly and in writing inform the National Treasury of the transaction and submit 
relevant particulars of the transaction to its Executive Authority for approval of the transaction.  The 
following transactions will be regarded as significant and will require full disclosure:

 - Establishment or participation in the establishment of a company;
 - Participation in a significant partnership, trust, unincorporated joint venture or similar arrangement;
 - Acquisition or disposal of a significant asset;
 - Commencement or cessation of a significant business activity; and
 - A significant change in the nature or extent of its interest in a significant partnership, trust, 

unincorporated joint venture or similar arrangement

6. REPORTING OF THE FRAMEWORK

 The materiality and significance framework must be updated yearly, preferably before the financial year 
commences to ensure the identification of material and significant transactions.  The framework will 
further be developed in consultation with the external auditors.

 The framework will be included into the:

 - Corporate / strategic plan;
 - Annual report

 The framework will be disclosed as contained in Annexure A attached.

ANNEXURE A

TREASURy REGULATION 28.1.5

“For purposes of “material” [sections 50(1), 55(2) and 66(1) (c) of the Act] and “significant” [section 54(2) of 
the Act], the accounting authority must develop and agree a framework of acceptable levels of materiality 
and significance with the relevant executive authority in consultation with the external auditors.”

MATERIAL
Section 
50 (1)

(1) The accounting authority for a public entity must –

(c)  on request, disclose to the executive authority 
responsible for that public entity or the legislature to 
which the public entity is accountable, all material 
facts, including those reasonably discoverable, 
which in any way influence the decision or actions of 
the executive authority or that legislature.

Quantitative – 1% of total revenue

Qualitative – events as contained in the 
Materiality and Significance Framework 
Policy

maTerialiTy anD siGnifiCanCe framework
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MATERIAL
Section 
55 (2)

(2)  The annual report and financial  statements must –

(b)  include particulars of –

(i)   any material losses through criminal conduct and 
any irregular expenditure and fruitless and wasteful 
expenditure that occurred during the financial year.

Quantitative – 1% of total revenue

 
Qualitative – events as contained in the 
Materiality and Significance Framework 
Policy

Section 
66 (1)

(1)  An institution to which this Act applies may not 
borrow money or issue a guarantee, indemnity or 
security, or enter into any other transaction that 
binds or may bind that institution or the Revenue 
Fund to any future financial commitment, unless 
such borrowing, guarantee, indemnity, security or 
other transaction –

(a)  is authorised by this Act; 

(b)  in the case of public entities, is also authorised by 
other legislation not in conflict with this Act;  and

(c)  in the case of loans by a province or a provincial 
government business enterprise under the 
ownership control of a provincial executive, is 
within the limits as set out in terms of the Borrowing 
Powers of the Provincial Governments Act, 1996 
(Act No 48 of 1996).

All events/transactions will require 
disclosure – 100% compliance

SIGNIFICANT
Section 
54 (2)

(1) Before a public entity concludes any of the 
following transactions, the accounting authority 
for the public entity must promptly and in writing 
inform the relevant treasury of the transaction and 
submit relevant particulars of the transaction to its 
executive authority for approval of the transaction – 

(a) establishment or participation in the establishment of 
a company;

(b) participation in a significant partnership, trust, 
unincorporated joint venture or similar arrangement;

(c) acquisition of disposal of a significant shareholding 
in a company;

(d) acquisition or disposal of a significant asset;

(e) commencement or cessation of a significant 
business activity; and

(f)  a significant change in the nature or extent of 
its interest in a significant partnership, trust, 
unincorporated joint venture or similar arrangement.

All events / transactions will require 
disclosure  – 100% compliance

maTerialiTy anD siGnifiCanCe framework
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