


SUCCESS STORY

TVET COLLEGE CAMPUS CONSTRUCTION

Since 2014, the NSF and sector education and training authorities (SETAS)
have allocated R2,8 bilion to enhance South African public technical
and vocational education and training colleges, particularly in rural areas.
The project comprises 10 TVET college sites toward constructing new

campuses or refurbishing existing sites. By March 2022, four campuses
were completed and handed over. However, power outages (load-
shedding), municipal service challenges and contractor disputes delayed
progress on six projects. The 2022/23 financial year saw the Kwagaikazi,
and new Aliwal North, Graaff Reinet and Greytown campuses finalised, while
Msinga and Nggunggushe will be fast-tracked for completion in 2023/24.
The Sterkspruit and new Balfour campuses are still under construction.
The DHET, the implementing partner, is procuring new providers for the
Bambanana site. These efforts are aligned with the National Development
Plan 2030 and aim to combat skills shortages and youth unemployment by
expanding educational accessibility, featuring computer labs, lecture halls
and improved infrastructure.
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Chief Financial Officer’s Report

This part of the report provides insight into the financial wellness of the entity and covers the
following aspects:

The report of the CFO, which includes the general financial review and matters related to the proposed activities,
retention of surplus, supply chain management, audit report and plans for the future.

Report of the Auditor-General to Parliament on the NSF. This report gives an opinion regarding the fairness of
the Annual Financial Statements in presenting the entity’s financial position, financial performance, cash flow in
accordance with SA Standards of GRAP and requirements of the PFMA.. It reports on performance information,
regulatory compliance, internal control and related matters.

The audited Annual Financial Statements, comprising the Statement of Financial Position, Statement of Financial
Performance, Statement of Changes in Net Assets, Cash Flow Statement and Notes to the thereto.

1. Background

The NSF is a Schedule 3A entity and was established in 1999 in terms of Section 27(1) of the SDA, NSF’s
primary objective is to provide funding for national skills development towards a capable South African citizenry
that contributes to improving economic participation and social development.

2. Financial position

The NSF has maintained a strong financial position, characterized by its liquidity and solvency over the past 5
years. As at 31 March 2023, the liquidity ratio stands at an impressive 1:6, indicating its ability to meet short-
term obligations. Total assets experienced a notable 23% increase compared to the previous financial year. This
growth can be attributed to a significant 39% rise in deferred expenditure and the significant cash and cash
equivalents balance as at year-end. The PIC Investment increased by 17% compared to the previous year, and
it makes up over 80% of the current assets and over 75% of the total assets.

As at year-end, the NSF had current liabilities amounting to R2.5 billion, with R2 billion representing the
outstanding balance owed to NSFAS. The substantial increase in cash and cash equivalents is a result of
funds requested in anticipation of settling the remaining NSFAS 2021 shortfall balance by the end of
March 2023.

3. Financial performance

Revenue increased by 15% compared to the previous year. Thisis largely due to the increase in Skills Development
Levies collected. Finance income increased by 72% which can be attributed to the increase in the PIC value
when compared to the previous year. The NSF is currently underspending, with a 71% decrease in expenditure
compared to the previous financial year, the main contributor is SDF expenditure with 75% decrease. There
are various operational-level factors that have contributed to underspending, such as delays in the approval of
new projects, delays in the contracting process, project registration, and payment of initial tranche payments.

The NSF has achieved a surplus of R3.5 billion due to its current underspending in the SDF expenditure. It is
important to note that the nature of the NSF is developmental and not profit-driven. The primary purpose of
the NSF is not to accumulate substantial reserves for investment but rather to effectively utilise its funds for
skills development, thereby unlocking the human potential of South African citizens. While the surplus may
initially appear positive, it’s significant magnitude raises concerns and management have embarked on various
initiatives to fast-track and massify projects.
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4. Cashflow management

The NSF closed the financial year with R1.5 billion cash and cash equivalent. The entity’s net cash flow from
operating activities is sitting at R3.3 billion as at 31 March 2023. This is an indication that the entity has a
healthy cash flow and solid financial position instilling confidence that it can effectively meet its obligations and
successfully carry out its mandate.

5. Going concern and financial stability

The NSF is operating as a going concern. The collection of skills development levies ensures that the NSF can
continue operating as a going concern for the foreseeable future. The accumulated surplus reserves invested
at PIC further support NSF’s financial stability enabling the entity to continue operating as a going concern.
Additionally, there are no anticipated changes to the enabling legislation that threatens the existence of NSF.

6. Request for surplus retention

While Section 29(3) of the SDA permits the NSF to carry forward any unexpended balance to the following
financial year, it is still necessary for the NSF to seek written approval from the National Treasury to accumulate
funds as required by section 53(3) of the PFMA. During the 2022/23 financial year, the application was submitted
and approved by the Executive Authority. However, there were on going deliberations between AGSA, The
National Treasury and DHET at 31 July 2023 regarding the correctness of the approval and this was reported
under other matters in the audit report.

7. Supply chain management

The Supply Chain Management Unit is operational under the division of the Chief Financial Officer. This business
unit provides an appropriate procurement and provisioning system, which is fair, equitable, transparent,
competitive and cost-effective, and is established in accordance with Section 54 of the PFMA.

8. Audit report matters

The NSF has had a history of negative audit outcome for the past few years mainly due to unavailability
of adequate supporting documents relating to skills development expenditure and related components. The
NSF has implemented a comprehensive audit action plan during 2022/23 financial year but due to capacity
constraints and lack of an integrated and interfaced system, the NSF received a qualified audit outcome with
other matters from the Auditor General. Management will continue to enhance the internal control environment
to ensure NSF achieves a positive audit outcome for the 2023/24 financial year and beyond.

@;/}_

Mr. Z Kubheka CA(SA)
NSF Chief Financial Officer
Date: 31 July 2023
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Report of the Auditor-General to Parliament on the National Skills Fund

Report on the audit of the annual financial statements

Qualified opinion

1.

| have audited the financial statements of the National Skills Fund set out on pages 123 to 199, which
comprise the statement of financial position as at 31 March 2023, statement of financial performance,
statement of changes in net assets, statement of cash flows and statement of comparison of budget and
actual amounts for the year then ended, as well as notes to the annual financial statements, including a
summary of significant accounting policies.

In my opinion, except for the effects and possible effects of the matters described in the basis for the qualified
opinion section of this auditor’s report, the financial statements present fairly, in all material respects, the
financial position of the National Skills Fund as at 31 March 2023, and its financial performance and cash
flows for the year then ended in accordance with the Standards of Generally Recognised Accounting
Practice (GRAP) and the requirements of the Public Finance Management Act 1 of 1999 (PFMA) and the
Skills Development Act 97 of 1998 (SDA).

Basis for qualified opinion

Skills development funding

3.

| was unable to obtain sufficient appropriate audit evidence that skills development funding for the current
and previous year has been properly accounted for, as evidence that services had been received could
not be provided. This was due to inadequate project monitoring and expenditure approval processes. |
was unable to confirm the skills development funding by alternative means. Consequently, | was unable
to determine whether any adjustments relating to skills development funding of R1 166 484 000 (2022:
R4 694 294 000) disclosed in note 20, as well as the related deferred expenditure of R1 229 391 000
disclosed in note 8, accruals from non-exchange transactions of R2 159 617 000 disclosed in note 12 and
the corresponding figure of trade and other payables from non-exchange transactions of R196 412 000
disclosed in note 10 to the financial statements were necessary.

Provisions

4.

The public entity did not have adequate systems in place to account for provisions from skills development
funding in accordance to GRAP 19, Provisions, contingent liabilities and contingent assets as the provisions
were not calculated correctly. Consequently, provisions reported in the statement of financial position and
note 14 to the financial statements are overstated by R22 636 465. This also has an impact on the surplus
for the period and the accumulated surplus.

Context for opinion

5.

| conducted my audit in accordance with the International Standards on Auditing (ISAs). My responsibilities
under those standards are further described in the responsibilities of the auditor-general for the audit of the
financial statements section of my report.

| am independent of the public entity in accordance with the International Ethics Standards Board for
Accountants’ International code of ethics for professional accountants (including International Independence
Standards) (IESBA code) as well as other ethical requirements that are relevant to my audit in South Africa.
| have fulfilled my other ethical responsibilities in accordance with these requirements and the IESBA code.

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

Emphasis of matter

8.

| draw attention to the matter below. My opinion is not modified in respect of this matter.
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Restatement of corresponding figures

9. As disclosed in note 25 to the financial statements, the corresponding figures for 31 March 2022 were
restated as a result of an error in the financial statements of the public entity, and for the year ended, 31
March 2023.

Other matters
10. | draw attention to the matters below. My opinion is not modified in respect of these matters.

Retention of surplus

11. There are current deliberations with the National Treasury and the Department of Higher Education and
Training regarding the appropriate approval processes for the retained surplus of R7 755 997 000, for the
financial year 2021-22, disclosed in note 28. The ultimate outcome of the matter could not be determined
and no provision for any liability was disclosed in the financial statements.

National Treasury Instruction Note No. 4 of 2022-23: PFMA Compliance and Reporting Framework

12. On 23 December 2022 National Treasury issued Instruction Note No. 4: PFMA Compliance and Reporting
Framework of 2022-23 in terms of section 76(1)(b), (e) and (f), 2(e) and (4)(a) and (c) of the PFMA which
came into effect on 3 January 2023. The PFMA Compliance and Reporting Framework also addresses the
disclosure of unauthorised expenditure, irregular expenditure and fruitless and wasteful expenditure (UIFW
expenditure). Among the effects of this framework is that irregular and fruitless and wasteful expenditure
incurred in previous financial years and not addressed is no longer disclosed in the disclosure notes of the
annual financial statements, only the current year and prior year figures are disclosed in notes 40 and 41
to the financial statements. The movements in respect of irregular expenditure and fruitless and wasteful
expenditure are no longer disclosed in the notes to the annual financial statements of the National Skills
Fund. The disclosure of these movements are now included as part of other information in the annual
report of the National Skills Fund. | do not express an opinion on the disclosure of irregular expenditure and
fruitless and wasteful expenditure in the annual reports.

Responsibilities of the accounting authority for the financial statements

13. The accounting authority is responsible for the preparation and fair presentation of the financial statements
in accordance with the Standards of GRAP and the requirements of the 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.

14. In preparing the financial statements, the accounting officer is responsible for assessing the public entity’s
ability to continue as a going concern; disclosing, as applicable, matters relating to going concern; and
using the going concern basis of accounting unless the appropriate governance structure either intends to
liquidate the public entity or to cease operations, or has no realistic alternative but to do so.

Responsibilities of the auditor-general for the audit of the financial statements

15. My objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error; and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an
audit conducted in accordance with the ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

16. A further description of my responsibilities for the audit of the financial statements is included in the
annexure to this auditor’s report.
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Report on the audit of the annual performance report

17.

18.

In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in terms thereof, |
must audit and report on the usefulness and reliability of the reported performance against predetermined
objectives for selected programmes presented in the annual performance report. The accounting officer is
responsible for the preparation of the annual performance report.

| selected the following programmes presented in the annual performance report for the year ended 31
March 2023 for auditing. | selected programmes that measures the public entity’s performance on its
primary mandated functions and that are of significant national, community or public interest.

Programmes Page numbers | Purpose

Programme 2: Skills 60-69 The purpose is to address the South African challenge
development funding of poverty, inequality and unemployment by providing

education and training opportunities that will contribute
to the creation of employment opportunities and skilled
workforce, and the development of SMMEs.

Programme 3: PSET system 70-75 The purpose is to ensure an effective PSET system that
improvement funding will enable smooth training and education for the youth

there by creating employment opportunities

19.

20.

21.

22.

| evaluated the reported performance information for the selected programmes against the criteria developed
from the performance management and reporting framework, as defined in the general notice. When an
annual performance report is prepared using these criteria, it provides useful and reliable information and
insights to users on the public entity’s planning and delivery on its mandate and objectives.

| performed procedures to test whether:

the indicators used for planning and reporting on performance can be linked directly to the public entity’s
mandate and the achievement of its planned objectives.

the indicators are well defined and verifiable to ensure that they are easy to understand and apply
consistently and that | can confirm the methods and processes to be used for measuring achievements.
the targets can be linked directly to the achievement of the indicators and are specific, time bound and
measurable to ensure that it is easy to understand what should be delivered and by when, the required
level of performance as well as how performance will be evaluated.

the indicators and targets reported on in the annual performance report are the same as what was
committed to in the approved initial or revised planning documents.

the reported performance information is presented in the annual performance report in the prescribed
manner.

there are adequate supporting evidence for the achievements reported and for the reasons provided for
any over- or underachievement of targets.

| performed the procedures for the purpose of reporting material findings only; and not to express an
assurance opinion.

The material findings on the performance information of the selected programmes are as follows:

Programme 2: Skills development funding

Various indicators

23.

Based on audit evidence, the actual achievement for two indicators did not agree to the achievement
reported. Consequently, it is likely that the achievement against the target was lower than reported.
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Reported

Indicator achievement

2.1.2 Number of NSF-funded beneficiaries who completed their 31 690 3917
education
and training

2.1.4 Number of NSF-funded learners who 11 000 1271
completed their education and training towards occupations in high
demand (OIHD)

Programme 3: PSET system improvement funding

24. Based on audit evidence, the actual achievement for two indicators did not agree to the achievement
reported. Consequently, it is likely that the achievement against the target was lower than reported.

Reported Actual

3.2.1 Number of capacity development projects
funded

3.2.2 Number of NSF -funded PSET capacity 35 12 10
development projects which achieved more than
60% of the envisaged outputs

Other matter
25. | draw attention to the matter below.

Achievement of planned targets
26. The annual performance report includes information on reported achievements against planned targets

and provides explanations for over- and under achievements. This information should be considered in the
context of the material findings on the reported performance information.

27. The public entity plays a key role in delivering services to South Africans. The annual performance report
includes the following service delivery achievements against planned targets:

: : . : Reported
Key service delivery indicators not achieved Planned target

Programme 2: Skills development funded
Targets achieved: 0%
Budget spent: 34%

g}:oi 1treNlizinr?|goer of learners funded by the NSF for education 61 000 24318
ggdztrgliginr?ger of NSF-funded leaners who completed their education 31 690 3917
’[Qr;iﬁ?nglf[;nv?;rrd:f Ig?_'r%ars funded by the NSF for education and 38 000 10 020
2.1.4 Number of NSF-funded learners who completed their education 11000 1 971

and training towards OHID
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. . . . Reported
Key service delivery indicators not achieved Planned target

2.1.5 Number of learners from rural areas funded by the NSF for

education and training 35600 10284
2.1.6 Number of NSF-funded leaners from rural areas who

completed education and training 13 000 2335
2.1.7 Number of bursary students funded by the NSF for their

qualifications 5000 798
2.1.8 Number of NSF bursary students who completed their 1500 0
qualifications

2.1.9 Number of learners funded for skills development through 11 000 4013
community -based skills development initiatives

2.1.10 Number of learners who completed skills development

through community-based skills development initiatives 9000 1789
2.1.11 Number of youth from rural areas funded by the NSF

for skills development in response to innovation and digital 1 000 52
technologies

2.1.12 Number of youth from rural areas who completed skills 11
development in response to innovation and digital technology 500

2.2.1 Number of SMMEs and cooperatives funded by the NSF for 1500 0
skills development

2.2.2 Number of learners funded by the NSF for education and

training through SMME and cooperative skills development 5250 0
initiatives

2.2.3. Number of NSF funded learners who completed their

education and training through SMME and cooperative skills 1 500 0
development initiatives

2.3.1 Number of leaners who completed their education and 660 190
training through worker education

2.3.2 Number of learners acquiring workplace experience 570 0
2.3.3. Number of individuals participating in constituency based

interventions funded 1050 296
2.3.4 Number of constituency based interventions funded 25 2
Programme 3: PSET system improvement funding

Targets achieved: 55%

Budget spent: 31.31%

3.1.3 Number of NSF-funded skills infrastructure development 5 4
projects completed

3.1.4 Number of NSF funded skills infrastructure related projects 1 0
3.1.5 Number of NSF funded skills infrastructure related projects 1 0
completed

3.2.1 Number of capacity development projects funded 39 28
3.2.2 Number of NSF -funded PSET capacity development projects 35 12

which achieved more than 60% of the envisaged outputs
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Reasons for the underachievement of targets are included in the annual performance report on pages 60 to 75.

Material misstatements

| identified material misstatements in the annual performance report submitted for auditing. These material
misstatements were in the reported performance information of programme 2: Skills development funded and
programme 3 PSET system improvement funding. Management did not correct all of the misstatements and |
reported material findings in this regard.

Report on compliance with legislation

28. In accordance with the PAA and the general notice issued in terms thereof, | must audit and report on
compliance with applicable legislation relating to financial matters, financial management and other related
matters. The accounting officer is responsible for the public entity’s compliance with legislation.

29. | performed procedures to test compliance with selected requirements in key legislation in accordance with
the findings engagement methodology of the Auditor-General of South Africa (AGSA). This engagement is
not an assurance engagement. Accordingly, | do not express an assurance opinion or conclusion.

30. Through an established AGSA process, | selected requirements in key legislation for compliance testing
that are relevant to the financial and performance management of the public entity, clear to allow
consistent measurement and evaluation, while also sufficiently detailed and readily available to report in an
understandable manner. The selected legislative requirements are included in the annexure to this auditor’s
report.

31. The material findings on compliance with the selected legislative requirements, presented per compliance
theme, are as follows:

Annual financial statements

32. The financial statements submitted for auditing were not prepared in accordance with the prescribed
financial reporting framework and supported by full and proper records, as required by section 55(1)(a) and
(o) of the PFMA.

33. Material misstatements of current assets and current liabilities identified by the auditors in the submitted
financial statements were corrected, but the uncorrected material misstatements and supporting records
that could not be provided resulted in the financial statements receiving a qualified opinion.

Consequence management

34. | was unable to obtain sufficient appropriate audit evidence that disciplinary steps were taken against
officials who had incurred irregular expenditure as required by section 51(1)(e)(iii) of the PFMA. This was
because some investigations into irregular expenditure were not performed.

Other information in the annual report

35. The accounting authority is responsible for the other information included in the annual report which
includes the accounting officers’ report, and the audit committee’s report. The other information referred to
does not include the financial statements, the auditor’s report and those selected programmes presented
in the annual performance report that have been specifically reported on in this auditor’s report.

36. My opinion on the financial statements, the report on the audit of the annual performance report and the
report on compliance with legislation, do not cover the other information included in the annual report and
| do not express an audit opinion or any form of assurance conclusion on it.

37. Myresponsibility is to read this other information and, in doing so, consider whether it is materially inconsistent
with the financial statements and the selected programmes presented in the annual performance report,
or my knowledge obtained in the audit, or otherwise appears to be materially misstated.
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38.

| did not receive the other information prior to the date of this auditor’s report. When | do receive and read
this information, if | conclude that there is a material misstatement therein, | am required to communicate
the matter to those charged with governance and request that the other information be corrected. If the
other information is not corrected, | may have to retract this auditor’s report and re-issue an amended
report as appropriate. However, if it is corrected this will not be necessary

Internal control deficiencies

39.

40.

41.

42.

43.

44,

| considered internal control relevant to my audit of the annual financial statements, annual performance
report and compliance with applicable legislation; however, my objective was not to express any form of
assurance on it.

The matters reported below are limited to the significant internal control deficiencies that resulted in the
basis for the qualified opinion, the material findings on the annual performance report and the material
findings on compliance with legislation included in this report.

The public entity did not prepare accurate and complete financial statements that were supported and
evidenced by reliable information. This is evidenced by material misstatements identified on various financial
statement line items.

Management did not implement adequate internal controls relating to project monitoring and reporting.
This resulted in underlying records not being readily available to support the skills development activities
funded by the NSF.

The leadership did not exercise adequate oversight, specifically regarding reporting of the skills development
funding expenditure, provisions and performance reporting, resulting in material misstatements identified
during the audit.

Management did not implement adequate monitoring and preventative controls to ensure compliance with
key legislation.

Material irregularities

45.

In accordance with the PAA and the Material Irregularity Regulations, | have a responsibility to report on
material irregularities identified during the audit and on the status of material irregularities as previously
reported in the auditor’s report.
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Status of previously reported material irregularities

Payments made in respect of duplicate unit standards

46.

47.

48.

49.

50.

51.

The National Skills Fund entered into a project funding agreement with a skills development service provider.
The objective of the project was to benefit 1 000 leaners by enrolling them for a Security Officer Learnership
programme (NQF level 3).

The National Skills Fund approved and paid for three credits that are already included in the original
modules as additional modules. This resulted in additional costs with no additional benefit, in contravention
of section 57(b) of the PFMA. The non-compliance is likely to result in a material financial loss if it is not
recovered from the supplier.

| notified the accounting authority of the material irregularity on 9 August 2021 and invited the accounting
authority to make a written submission on the actions taken and that will be taken to address the matter.

The accounting authority did not take appropriate action in response to being notified of the material
irregularity and | recommended that the accounting authority take the following actions to address the
material irregularity by 2 December 2022:

Appropriate action should be taken to finalise the investigation into the non-compliance with section 57(b)
of the PFMA in order to determine the circumstances that led to the non-compliance for the purpose of
taking appropriate corrective actions and to address control weaknesses.

The financial loss relating to the duplicated modules should be quantified.

Appropriate action should commence to recover the financial loss. The recovery process should not be
unduly delayed.

Effective and appropriate disciplinary steps should be initiated without undue delay, against any official that
the investigation found to be responsible, as required by section 51(1) (e) of the PFMA.

The accounting authority submitted a written response with substantiating documentation on the
implementation of the recommendations. | assessed the written response and substantiating documentation
submitted and concluded that although an investigation was conducted, the outcome is not addressing
the material irregularity. The accounting authority was notified of the outcome of the assessment.

The accounting authority is in the process of addressing the shortcomings in the investigation report and
requested an extension for the implementation of the recommendations. | have granted the accounting
authority an extension until 31 October 2023 to implement the recommendations. | will follow up on the
implementation of the recommendations by 31 October 2023.

Pup o - Geneat.

Pretoria
31 July 2023

s‘.,s‘

D

’

A UDITOR-GENERAL

SOUTH AFRICA

Audliting to build public confidence

NSF ANNUAL REPORT 2022/23 119



PART F: FINANCIAL INFORMATION

Annexure to the auditor’s report

The annexure includes the following:

. the auditor-general’s responsibility for the audit

+  the selected legislative requirements for compliance testing.

Auditor-general’s responsibility for the audit
Professional judgement and professional scepticism

As part of an audit in accordance with the ISAs, | exercise professional judgement and maintain professional
scepticism throughout my audit of the annual financial statements and the procedures performed on reported
performance information for selected programmes and on the public entity’s compliance with selected
requirements in key legislation.

Financial statements

In addition to my responsibility for the audit of the annual financial statements as described in this auditor’s
report, | also:

. identify and assess the risks of material misstatement of the annual financial statements, whether due to
fraud or error; design and perform audit procedures responsive to those risks; and obtain audit evidence
that is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations or the override of internal control

. obtain an understanding of internal control relevant to the audit 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 public entity’s internal control

. evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made

. conclude on the appropriateness of the use of the going concern basis of accounting in the preparation of
the annual financial statements. | also conclude, based on the audit evidence obtained, whether a material
uncertainty exists relating to events or conditions that may cast significant doubt on the ability of the
public entity to continue as a going concern. If | conclude that a material uncertainty exists, | am required
to draw attention in my auditor’s report to the related disclosures in the annual financial statements about
the material uncertainty or, if such disclosures are inadequate, to modify my opinion on the annual financial
statements. My conclusions are based on the information available to me at the date of this auditor’s report.
However, future events or conditions may cause a public entity to cease operating as a going concern

. evaluate the overall presentation, structure and content of the annual financial statements, including the
disclosures, and determine whether the annual financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

. obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the group to express an opinion on the consolidated financial statements. | am responsible
for the direction, supervision and performance of the group audit. | remain solely responsible for my audit
opinion.

Communication with those charged with governance

| communicate with the accounting authority regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that | identify
during my audit.

| also provide the accounting authority with a statement that | have complied with relevant ethical requirements
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regarding independence and to communicate with them all relationships and other matters that may reasonably
be thought to bear on my independence and, where applicable, actions taken to eliminate threats or safeguards

applied.

Compliance with legislation - selected legislative requirements

The selected legislative requirements are as follows:

Legislation Sections or regulations

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

Section 51(1)(a)(iv); 51(1)()(i); 51(1)()(i); 51(1)(e) i)
Section 53(4)

Section 54(2)(c); 54(2)(d)

Section 55(1)(a); 55(1)(b); 55(1)(c)(i)

Section 56(1); 56(2)

Section 57(b)

Section 66(3)(c); 66(5)

Treasury Regulations for departments,
trading entities, constitutional institutions
and public entities (TR)

Treasury Regulation 8.2.1; 8.2.2

Treasury Regulation 16A 3.1; 16A 3.2; 16A 3.2(a); 16A 6.1;
16A6.2(a) & (b); 16AB.2(e); 16A 6.3(a); 16A 6.3(a)(i); 16A
6.3(b); 16A 6.3(c); 16A 6.3(d); 16A 6.3(e); 16A 6.4; 16A 6.5;
16A 6.6; TR 16A.7.1; 16A.7.3; 16A.7.6; 16A.7.7; 16A 8.2(1);
16A 8.2(2); 16A 8.3; 16A 8.3(d); 16A 8.4; 16A9.1 16A9;
16A9.1(b)(ii); 16A9.1(c); 16A 9.1(d); 16A 9.1(e); 16A9.1(f); 16A
9.2; 16A 9.2(a)(i); TR 16A 9.2(a)(iii)

Treasury Regulation 30.1.1; 30.1.3(a); 30.1.3(b); 30.1.3(d);
30.2.1

Treasury Regulation 31.1.2(c)

Treasury Regulation 31.2.1; 31.2.5; 31.2.7(a)
Treasury Regulation 31.3.3

Treasury Regulation 32.1.1(a); 32.1.1(b); 32.1.1(c)
Treasury Regulation 33.1.1; 33.1.3

Public service regulation

Public service regulation 13(c );18; 18 (1) and (2)

Prevention and Combating of Corrupt
Activities Act No.12 of 2004 (PRECCA)

Section 34(1)

Construction Industry Development Board
Act No. 38 of 2000 (CIDB)

Section 18(1)

CIDB Regulations

CIDB regulation 17; 25(1); 25 (5) & 25(7A)

PPPFA

Section 1(i); 2.1(a); 2.1(b); 2.1(f)
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Legislation Sections or regulations

PPR 2017

Paragraph 4.1; 4.2

Paragraph 5.1; 5.3; 5.6; 5.7
Paragraph 6.1; 6.2; 6.3; 6.5; 6.6; 6.8
Paragraph 7.1; 7.2; 7.3; 7.5; 7.6; 7.8
Paragraph 8.2; 8.5

Paragraph 9.1; 9.2

Paragraph 10.1; 10.2

Paragraph 11.1; 11.2

Paragraph 12.1 and 12.2

PPR 2022

Paragraph 3.1
Paragraph 4.1; 4.2; 4.3; 4.4
Paragraph 5.1; 5.2; 5.3; 5.4

PFMA SCM Instruction No. 09 of
2022/2023

Paragraph 3.1; 3.3 (b); 3.3 (c); 3.3 (e ); 3.6

National Treasury Instruction No.1 of
2015/16

Paragraph 3.1; 4.1; 4.2

NT SCM Instruction Note 03 2021/22

Paragraph 4.1; 4.2 (b); 4.3; 4.4; 4.4 (a); 4.4 (c) -(d); 4.6
Paragraph 5.4
Paragraph 7.2; 7.6

NT SCM Instruction 4A of 2016/17

Paragraph 6

NT SCM Instruction Note 03 2019/20

Par 5.5.1(vi); Paragraph 5.5.1(x);

NT SCM Instruction Note 11 2020/21

Paragraph 3.1; 3.4 (a) and (b); 3.9; 6.1;6.2;6.7

NT SCM Instruction note 2 of 2021/22

Paragraph 3.2.1; 3.2.2; 3.2.4(a) and (b); 3.3.1; 3.2.2
Paragraph 4.1

PFMA SCM Instruction 04 of 2022/23

Paragraph 4(1); 4(2); 4(4)

Practice Note 5 of 2009/10

Paragraph 3.3

PFMA SCM instruction 08 of 2022/23

Paragraph 3.2

NT instruction note 4 of 2015/16

Paragraph 3.4 Par. 4.3.2; 4.3.3

Second amendment of NTI 05 of 2020/21

Paragraph 4.8; 4.9; 5.1; 5.3

Erratum NTI 5 of 202/21

Paragraph 1

Erratum NTI 5 of 202/21

Paragraph 2

Practice note 7 of 2009/10

Paragraph 4.1.2

NT instruction note 1 of 2021/22

Paragraph 4.1
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STATEMENT OF FINANCIAL POSITION

ASSETS
Non-current Assets

Property, plant and equipment
Intangible assets

TVET college campus assets and other
Current Assets

Investments

Trade and other receivables from exchange
transactions

Trade and other receivables from non-exchange
transactions

Deferred expenditure related to skills development
funding

Cash and cash equivalents

TOTAL ASSETS
LIABILITIES
Current Liabilities

Trade and other payables from non-exchange
transactions

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

Provisions

TOTAL LIABILITIES

TOTAL NET ASSETS

FUNDS CONTRIBUTED BY-

Capital and Reserves

TVET college campus assets and other development
reserve

Accumulated surplus

TOTAL CAPITAL AND RESERVES

Notes

10.

11.
12.
13.
14.

2022/23
R’000

2021/22

Restated
R’000

1 234 830 1743 861
4757 2 287

16 058 18 065
1214015 1723509
14 642 952 11172 245
11 844 780 10 111 501
147 63

15 009 70178
1229 391 882 011
1553 625 108 492
15877 782 12916106
(2 555 605) (2 534 237)
(200 639) (196 412)
(49 825) (81 417)
(2 159 617) (2 149 589)
(7 931) (7 000)
(137 593) (99 819)
(2 555 605) (2 534 237)
13322177 10 381 869
13322177 10 381 869
1132708 1774816
12 189 469 8 607 053
13322 177 10 381 869
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STATEMENT OF FINANCIAL PERFORMANCE

REVENUE

Revenue from Non-Exchange Transactions
Skills development levies

Income from SETAs

Transfer from DHET

Revenue from Exchange Transactions
Finance income

Finance income from advance payments to skills
development programmes and projects

TOTAL REVENUE

EXPENSES

Skills Development Funding Expenses
Skills development funding

Provision for impairment
Administrative Expenses

Employee costs

Operating expenses

Management fees and bank charges

Depreciation and amortisation

Levy Collection Costs
TOTAL EXPENSES

OTHER INCOME/(EXPENDITURE)
Loss on disposal of assets

Fair value adjustments on financial instruments at fair
value

Provision for less than threshold

Provision for Impairment TVET infrastructure

TOTAL OTHER INCOME/(EXPENDITURE)

NET (DEFICIT)/SURPLUS FOR THE YEAR
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Notes

15.
16.
17.

18.
19.

20.

21.
22.
23.

2.&3.

14.1

2022/28  polied
R’000
4261770 3905 322
4161770 3802 322
- 3000
100 000 100 000
734 948 427 753
700 295 407 260
34 653 20 493
4996 718 4 333 075
(1 194 967) (4 715 874)
(1166 484) (4 694 294)
(28 483) (21 580)
(149 306) (142 202)
(100 708) (92 211)
(41 844) (44 078)
(3361) (2 865)

(3 393) (3 048)

(48 166) (48179)

(1 392 439) (4 906 255)
- (13)

475 19814

(10 593) (11 816)
(11 745) -
(21 863) 7 985
3582416 (565 195)
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STATEMENT OF CHANGES IN NET ASSETS

TVET college Accumulated

infrastructure surplus
development

Balance as at 1 April 2021

As originally stated

Net restated surplus per Statement of Finan-
cial Performance

Total revenue and other income
Total expenses

Prior period correction (Note 25)

Balance at 31 March 2022

Balance at 1 April 2022

Net surplus per Statement of Financial Perfor-
mance

Total revenue and other income

Total expenses

Balance at 31 March 2023

reserve

R’000

2 054 918 9172248 11 227 166
2054918 9172 248 11227 166
(280 102) (565 195) (845 297)
- 4 352 889 4 352 889

(280 102) (4 690 165) (4 970 267)
- (227 919) (227 919)

1774 816 8 607 053 10 381 869
1774 816 8 607 053 10 381 869
(642 108) 3582 416 2940 308
4997 193 4997 193

(642 108) (1414 777) (2 056 885)
1132708 12 189 469 13322177
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STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts from stakeholders and suppliers
Levies, interest and penalties received

Other cash receipts from stakeholders and suppliers
Cash paid to stakeholders, suppliers and employees

Skills development funding disbursements

Employee costs

Payments to suppliers and other

Cash (utilised)/generated from operations

Finance income

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment

Additions to TVET college infrastructure assets

Utilisation of/(additions to) investments

Net cash flows from investing activities

Increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year
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Notes

24.

2022/23

R’000

2021/22
Restated
R’000

4261 770 3905 322
4161770 3802 322
100 000 103 000

(1 635 911) (3176 180)
(1410 199) (3021 930)
(100 750) (93 495)
(124 962) (60 755)

2 625 859 729142
700 295 407 260
3326 154 1136 402
(3 856) (1 141)
(144 360) (298 361)
(1732 806) (868 191)
(1 881 022) (1167 693)
1445132 (31 291)
108 492 139 783
1553 624 108 492
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STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS

Approved and Actual  (Under)/over (Under)/
final budget* amounts on budget over
accrual basis budget
REVENUE Notes R’000 R’000 R’000 %
REVENUE FROM NON-EXCHANGE
TRANSACTIONS 33.1 4 347 627 4261770 (85 857) -2,0%
Skills development levies 4 247 627 4161770 (85 857) -2,0%
Pr.elsi(.jential Youth Employment 100 000 100 000 ) 0.0%
Initiative
REVENUE FROM EXCHANGE
TRANSACTIONS 34. 568 050 734 948 166 898 29,4%
Finance income 34.1 528 233 700 295 172 062 32,6%
Finance income from advance
payments to skills development 34.2 39 817 34 653 5164)| -13,0%
programmes and projects
TOTAL REVENUE 4915 677 4996 718 81 041 1,6%
EXPENSES
SKILLS DEVELOPMENT FUNDING
EXPENDITURE 35. (3 689 658) (1166 484) (2523 174) 68,4%
Skills development funding (3188 724) (1 008 644) (2180080)| -68,4%
PSET system improvement funding (5600 934) (157 840) (343094 | -68,5%
Provision for impairment - (28 483) 28 483  100,0%
TOTAL SKILLS DEVELOPMENT
FUNDING
EXPENSES (3 689 658) (1 194 967) (2494 691) -67,6%
ADMINISTRATIVE EXPENSES
Employee costs 36. (131 842) (100 708) (31 134) -23,6%
Operating expenses 37. (66 416) (41 844) (24572) -37,0%
Management fees and bank charges 38. (2 787) (3 361) 574 20,6%
Depreciation (3478) (3 3993) (85) -2,4%
TOTAL ADMINISTRATIVE
EXPENSES (204 523) (149 306) (55217) -27,0%
LEVY COLLECTION COSTS 39. (62 452) (48 166) (14 286) -22,9%
TOTAL EXPENSES (3 956 633) (1 392 439) (2564 194) -64,8%
TOTAL OTHER INCOME/
(EXPENDITURE) - (21 863) (21 863) 0,0%
AR EFICITY/SURPLUS FOR THE 950044 3582416 2623372 273,5%
*The budget was prepared on the accrual basis and there are changes between the approved and final
budget.
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1.  Accounting Policies

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 (ASB). The financial statements are presented in the South African rand, which is the functional
reporting currency for the National Skills Fund and all values are rounded off to the nearest thousand (R’000).
The financial statements have been prepared on the accrual basis and assets are stated at cost less any
accumulated depreciation and accumulated impairment losses. The financial statements have been prepared on
the going concern basis and the accounting policies have been consistently applied to all the years presented.

Based on the preceding paragraph, the accounting framework of the entity is as follows:
. GRAP 1: Presentation of financial statements

. GRAP 2: Cash flow statements

. GRAP 3: Accounting policies, changes in accounting estimates and errors
. GRAP 9: Revenue from exchange transactions

. GRAP 13: Leases

. GRAP 14: Events after reporting date

. GRAP 17: Property, plant and equipment

. GRAP 19: Provisions, contingent liabilities and contingent assets

. GRAP 20: Related party disclosures

. GRAP 23: Revenue from non-exchange transactions

. GRAP 24: Presentation of budget information in the financial statements

. GRAP 31: Intangible assets

. GRAP 104: Financial instruments.

. GRAP 109: Accounting by principals and agents

Approved GRAP standards but not yet effective
. GRAP 25: Employee benefits

Directives issued and effective:

. Directive 1: Repeal of existing transitional provisions in, and consequential amendments to, standards
of GRAP.

. Directive 2: Transitional provisions for the adoption of standards of GRAP by public entities, trading entities,
municipal entities and constitutional institutions.

. Directive 5: Determining the GRAP reporting framework.
. Directive 7: The application of deemed cost on the adoption of standards of GRAP.

. Directive 10: Application of the standards of GRAP by public further education and training
(FET) colleges.

. Directive 11: Changes in measurement bases following initial adoption of Standards of GRAP.
. Directive 12: The Selection of an appropriate reporting framework by public entities.
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Interpretations of the standards of GRAP approved:

. IGRAP 1: Applying the probability test on the initial recognition of exchange revenue.
. IGRAP 2: Changes in existing decommissioning, restoration and similar liabilities.

. IGRAP 3: Determining whether an arrangement contains a lease.

Approved guidelines of standard of GRAP but not yet effective
Guideline on the application of materiality to Financial Statements 2022

Effective accrual-based International Public Sector Accounting Standard (IPSAS):
. IPSAS 20: Related parties disclosure

Effective International Financial Reporting Standards (IFRS) and the IFRS Interpretations Committee
(IFRIC) that are applied:
. International Accouting Standards (IAS) 19 (AC 116): Employee benefits

1.2 Changes in accounting policies, estimates and errors

The accounting policies applied are consistent with those used to present the previous year’s financial
statements unless explicitly stated otherwise.

The entity changes an accounting policy only if the change:
a) s required by a standard of GRAP; or

b) results in the Annual Financial Statements providing reliable and more relevant information about the
effects of transactions, other events or conditions on the performance or cash flow.

Changes in accounting policies that are effected by management have been applied retrospectively in accordance
with GRAP 3 requirements, except to the extent that it is impracticable to determine the period-specific effects
or the cumulative effect of the change in policy. In such cases, the entity restated the opening balances of
assets, liabilities and net assets for the earliest period for which retrospective restatement is practicable.

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. Details
of changes in estimates are disclosed in the notes to the Annual Financial Statements where applicable.

Correction of errors is applied retrospectively in the period in which the error has occurred in accordance with
GRAP 3 requirements, except to the extent that it is impracticable to determine the period-specific effects or
the cumulative effect of the error. In such cases, the entity shall restate the opening balances of assets, liabilities
and net assets for the earliest period for which retrospective restatement is practicable.

1.3 Critical judgements, estimations and assumptions

In applying the NSF accounting policies, the NSF management is required to make judgements, estimations
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

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

Management has made certain estimations and judgements with regards to the determination of estimated
useful lives, residual values and impairment assessments of items of property, plant and equipment, as discussed
further in note 1.10.1.

Intangible assets

Management has made certain estimations with regard to the determination of estimated useful lives, residual
values and impairment assessments of items of intangible assets, as discussed further in note 1.10.2.
Investments

Management has made certain estimations and judgements with regard to the fair value adjustments and
impairment assessment conducted on investments, as discussed further in note 1.12 (including sub-notes).
Trade and other receivables related to skills development funding

Management has made certain estimations with regard to the impairment assessments conducted on
trade and other receivables related to skills development funding, as discussed further in note 1.10.6.

Provisions related to skills development funding

Management has made certain estimations with regard to the calculation of provisions related to skills
development funding as discussed further in note 1.11.3.3.

Leases

Management has applied its judgement to classify all lease agreements that the entity is party to as operating
leases, as they do not transfer substantially all the risks and rewards of ownership to the entity. Furthermore,
because the operating lease regarding office equipment is only for a relatively short period of time, management
has made a judgement that it would classify the agreement in its entirety as an operating lease.

1.4 Going concern assumption

These financial statements have been prepared on the going concern basis. In assessing whether the NSF is a
going concern, the Accounting Authority has considered the fact that the power to collect skills development
levies will enable the NSF to be considered as a going concern for at least the next twelve months. The NSF
surplus reserves will enable it to continue operating as a going concern.

1.5 Offsetting

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted
by the standard.

1.6 Comparative information

Budget information, in accordance with GRAP 1, has been provided in the notes to the financial statements for
the current financial year only, and forms part of the audited annual financial statements.

When the presentation or classification of items in the Annual Financial Statements is amended, prior period
comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting
errors have been identified in the current year, the correction is made retrospectively as far as is practicable, and
the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in
the current year, the adjustment is made retrospectively as far as is practicable, and the prior year comparatives
are restated accordingly.
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Budget information, in accordance with GRAP 1, has been provided in the notes to the financial statements for
the current financial year only, and forms part of the Annual Financial Statements.

1.7 Events after reporting date

Events after the reporting date are those events, both favourable and unfavourable, that occur between the
reporting date and the date when the financial statements are authorised for issue. Events after the reporting
date that are classified as adjusting events have been accounted for in the Annual Financial Statements. Events
after the reporting date that have been classified as non-adjusting events have been disclosed in the disclosure
notes to the Annual Financial Statements.

1.8 Revenue recognition

Revenue is recognised when it is probable that future economic benefits or service potential will flow to the
entity, and the entity can measure the benefits reliably.

Accounting Policy 1.8.1 on revenue from non-exchange transactions and Accounting Policy 1.8.2 on revenue
from exchange transactions describe the conditions under which revenue will be recorded by the management
of the entity.

In making their judgement, the NSF management considered the detailed criteria for the recognition of revenue,
as set out in GRAP 9 (revenue from exchange transactions). The management of the entity is satisfied that
recognition of the revenue in the current year is appropriate.

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue
associated with the transaction is recognised by reference to the stage of completion of the transaction at the
end of the reporting period.

The outcome of a transaction can be estimated reliably when all the following conditions are satisfied:

a) The amount of revenue can be measured reliably;

O

) Itis probable that the economic benefits associated with the transaction will flow to the company;

@)

) The stage of completion of the transaction at the end of the reporting period can be measured reliably; and

d) The costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue
shall be recognised only to the extent of the expenses recognised that are recoverable. Service revenue is
recognised by reference to the stage of completion of the transaction at the end of the reporting period.

Revenue is measured at the fair value of the consideration received or receivable and represents the amounts
receivable for services provided in the normal course of business, net of value added tax.

1.8.1 Revenue from non-exchange transactions

Revenue from non-exchange transactions refers to transactions where the entity received revenue from another
entity without directly giving approximately equal value in exchange. Revenue from non-exchange transactions
is generally recognised to the extent that the related receipt or receivable qualifies for recognition as an asset
and there is no obligation or condition to repay the amount. Revenue from a non-exchange transaction shall be
measured at the amount of the increase in net assets recognised by the entity.
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1.8.1.1 Skills development levy (SDL) income

SDL transfers are recognised when it is probable that future economic benefits can be measured reliably and
occur when the DHET makes the allocation or the payment, whichever event comes first to the NSF as required
by section 8 of the SDL Act, 1999. SDL income is measured at fair value of the consideration received and is
based on the information supplied by the DHET.

In terms of sections 3(1) and 3(4) of the SDL Act, 1999, registered member companies pay an SDL of 1% of the
total payroll cost to the South African Revenue Service (SARS), who collects the levies on behalf of the DHET.
A portion of 20% of the SDLs is paid to the NSF and 80% to the SETAs.

1.8.1.2 State contributions

State contributions represent unconditional grants received from the DHET and are measured at fair value of
the consideration received.

1.8.1.3 Income from SETAs towards TVET college campus assets

Skills Development Circular 08/2013 stipulates the role of SETAs with regard to TVET college campus assets.
In terms of the Circular, each SETA's contribution towards the TVET college campus asset is a fixed amount,
which is based on 4,8% of the SETA's estimated discretionary grant.

Income from SETAs towards the TVET college campus asset is recognised at fair value of the consideration
received in the TVET college campus asset reserve as such funding is specifically received for use towards the
TVET college campus asset. The related TVET college campus asset expenditure is also recognised against
the TVET college campus asset reserve.

1.8.1.4 Finance income from SETA receivables for TVET college campus asset

Finance income represents interest earned on SETA receivables for TVET college campus assets and is accrued
on a time- proportion basis, taking into account the principal amount outstanding and the effective interest rate
over the period to maturity.

1.8.1.5 Income from SETAs towards INDLELA development and recapitalisation

Income from SETAs towards the INDLELA development and recapitalisation is recognised at fair value of the
consideration received.

1.8.1.6 Finance income on trade receivables from non-exchange transactions

Finance income represents interest earned on advance payments made to skills development programmes and
projects. In terms of the contractual agreement, interest earned on the dedicated programme’s or project’s bank
account must be used for the sole purpose of the programme or project as per the approved scope, budget
and implementation plan. Any unused funds advanced by the NSF to the skills development provider (SDP),
including accrued interest thereon, must be refunded to the NSF by the SDP at the end of the programme
or project.

1.8.2 Revenue from exchange transactions

Revenue from exchange transactions refers to revenue that accrued to the entity directly in return for services
rendered/goods sold, the value of which approximates the consideration received or receivable.

1.8.2.1 Finance income (from exchange transactions)

Finance income represents interest earned on investments and is accrued on a time proportion basis, taking
into account the principal amount outstanding and the effective interest rate over the period to maturity.
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1.8.2.2 Other income

Other income represents interest received by the training providers on the advance payments affected by the
NSF, based on the approved memorandum of agreement (MoA) entered into between the parties. This interest
received by the training providers is used to incur project expenditure on behalf of the NSF.

Other 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.

1.9 Expenditure
1.9.1 Collection costs paid to SARS

In terms of section 10(2) of the SDL Act, 1999, the Accounting Authority must, on a monthly basis (as may be
agreed upon between SARS and the Accounting Authority), settle the costs of collection by SARS from the
levies paid into the NSF. The total amount of the collection costs may not exceed 2% of the total amount of the
levies collected by SARS.

1.9.2 NSF administration cost - 10% of levy collection

According to section 28(2) of the SDA, 1998, the Accounting Authority approved the use of 10% of the money
allocated to the fund in terms of section 8(3)(a) of the SDL Act, 1999 to administer the fund. The use of the 10%
allocation may be applied for short-term employee benefits and other operating expenses.

1.9.3 Short term employee benefits

Short-term employee benefits include salaries, paid annual leave, paid sick leave, 13th cheques, performance
bonuses and non- monetary benefits such as medical care, housing and car allowances. The costs of short-
term employee benefits are charged to the Statement of Financial Performance as an employee cost in the year
to which they relate, except for non-accumulating benefits, which are only recognised when the specific event
OCCurs.

Short term employee benefits that give rise to a present legal or constructive obligation are included in the
Statement of Financial Position as accruals in the year to which they relate.

1.9.4 Skills development funding expenditure

Skills development funding expenditure comprises:
a) costs that relate directly to the specific contract with the skills development provider;
b) costs that are attributable to contract activity in general and can be allocated to the project; and

c) such other costs as are specifically chargeable to the NSF under the terms of the contract.
Skills development funding expenditure is recognised an expense in the period in which they are incurred.

The NSF allocates funds for skills development to training providers in terms of approved MoAs entered into
between the parties. Funds that have not been spent by the training providers at year-end are accounted for
as deferred expenditure in the financial statements of the NSF until the related eligible project expenses are
incurred by the training providers and the related expenditure recognised. If eligible expenses are not incurred,
the amount allocated to the training providers should be refunded to the NSF, including any accrued interest
upon finalisation of the close-out report or upon termination of the contractual agreement by the NSF due to
non-compliance by the provider.
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1.9.5 Fruitless and wasteful expenditure

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

Fruitless and wasteful expenditure is recognised as expenditure in the Statement of Financial Performance
according to the nature of the payment and not as a separate line item on the face of the statement. If the
expenditure is recoverable, it is treated as an asset until it is recovered from the responsible person or written off
as irrecoverable in the Statement of Financial Performance.

1.9.6 Irregular expenditure

Irregular expenditure comprises expenditure, other than unauthorised expenditure, incurred in contravention
of or that is not in accordance with a requirement of any applicable legislation, including the Public Finance
Management Act 1 of 1999 (as amended by Act 29 of 1999); the State tender Board Act, 1968 (Act 86 of
1968, or any regulation made in terms of that Act); or any provincial legislation providing for the procurement
procedures in that provincial government.

Irregular expenditure is recognised as expenditure in the Statement of Financial Performance. If the expenditure is
not condoned by the relevant authority, it is treated as an asset until it is recovered or written off as irrecoverable.

If irregular expenditure is not condoned by the relevant authority, it must be recorded appropriately in the
relevant note to the financial statements. If liability for the irregular expenditure can be attributed to a person,
a debt account must be created if such a person is liable in law. Immediate steps must thereafter be taken to
recover the amount from the person concerned.

1.10 Assets
1.10.1 Property, plant and equipment

The Director-General of Higher Education and Training is the Accounting Authority of the NSF in terms of the
PFMA, 1999 and must control the fund.

Property, plant and equipment are tangible non-current assets that are held for use in the supply of goods and
services and are expected to be used during more than one period.

The cost of an item of property, plant and equipment is recognised as an asset when:

a) Itis probable that future economic benefits or service potential associated with the item will flow to the NSF
and

b) The cost or fair value of the item can be measured reliably.

Depreciation of an asset begins when it is available for use, that is when it is in the location and condition
necessary for it to be capable of operating in the manner intended by the NSF. Depreciation of an asses ends
when it has reached the end of its useful life.

Subsequent to initial recognition, property, plant and equipment are carried at cost less accumulated
depreciation and any accumulated impairment.

Property, plant and equipment comprise mainly computer equipment, office equipment, office furniture
and office appliances.
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The carrying amount of an item of property, plant and equipment shall be derecognised:
c) Ondisposal (Including disposal through a non-exchange transaction); or
d)  When no future economic benefits or service potential are expected from its used or disposal.

Property, plant and equipment are stated at cost less any accumulated depreciation and accumulated impairment
losses.

Depreciation is calculated using the straight-line method to allocate their cost to their residual values over their
estimated useful lives, as follows:

. Computer equipment: 3 years

. Office equipment: 5 years

. Office furniture: 5 years

. Office appliances: 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period. An asset can full depreciation when its useful life expires.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within surplus/deficit.

1.10.2 Property, plant and equipment acquired by project implementing agencies for NSF special projects

Property, plant and equipment acquired by project implementing agencies for NSF special projects are
capitalised in the financial statements of the respective agencies, as the agencies control such assets for the
duration of the project.

1.10.3 Intangible assets

The Director-General of Higher Education and Training is the Accounting Authority of the NSF in terms of the
PFMA, 1999 and must control the fund.

Intangible comprise mainly computer software. Intangible assets are stated at cost less accumulated
amortisation and accumulated impairment losses.

An intangible asset arising from development (or from the development phase of an internal project) is recognised
when:

a) Itis technically feasible to complete the asset so that It will be available for use or sale.

b) There is an intention to complete and use or sell it.

c) Thereis an ability to use or sell it.

d) It will generate probable future economic benefits or service potential.

e) There are available technical, financial and other resources to complete the development and to use or sell

the asset.

f)  The expenditure attributable to the asset during its development can be measured reliably.
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Amortisation of the intangible asset will begin when the asset is available for use, i.e. when it is in the location
and condition necessary for it to be capable of operating in the manner intended by management. Amortisation
will end when the intangible assets have reached end of its useful life.

Amortisation is calculated using the straight-line method to allocate their cost to their residual values
over their estimated useful lives, as follows:

. Computer software: 3 years

. Microsoft Dynamics ICT system: 12 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period. An intangible asset shall be derecognised:

a) Ondisposal (Including disposal through a non-exchange transaction); or

b)  When no future economic benefits or service potential are expected from its use or disposal.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within surplus/deficit.

1.10.4 TVET college campus assets and other

TVET college campus assets and other comprise of TVET college campuses developed on behalf of the
respective colleges.

TVET college campus assets and other development are financed by the NSF and are centrally implemented
by the DHET as the implementing agency for the NSF. The ultimate beneficiaries of the TVET college campus
assets and other are the respective colleges to whom the assets will be transferred upon completion thereof.

The NSF shall recognise the cost of the TVET college campus assets and others as an asset if, and only if:

a) itis probable that future economic benefits or service potential associated with the item will flow to the NSF,
and

b) the cost or fair value of the item can be measured reliably.

The NSF shall derecognise the TVET college campus assets and others upon transfer thereof to the respective
colleges.

TVET college campus assets and others are subsequently stated at cost less accumulated impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the items, which includes site
preparation costs.

Other assets:

Other assets include the acquisition of equipment, machinery and other related assets as well as the construction
thereof by the NSF-appointed service providers, based on the signed MoA. Accounting policies in respect of
initial recognition and subsequent recognition that are applicable to TVET college campus assets are also
applicable to other assets as well as impairment considerations.
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1.10.5 Deferred expenditure related to skills development funding expenditure

Deferred expenditure on skills development funding consists of funds (resources) prepaid to the SDPs, but
controlled by the NSF via the contractual agreements with the SDPs. In the past, the funds were received from
the NSF’s revenue streams (mainly SDL income and investment income). Deferred expenditure is expected to
generate future service potential for the NSF by enabling the NSF to fund future SDPs provided to the intended
beneficiaries, as it is mandated to do.

Deferred expenditure is initially recognised at cost and subsequently measured at cost less any provision
for impairment.

Deferred expenditure on skills development funding is initially recognised at the following dates:
a) Date at which the funds for future skills development activities are paid by NSF to the SDP; and

b) Date at which interest on these funds advanced accrues to the SDP but should be utilised for purposes
of the programme or project in accordance with the contractual agreement and approved scope, budget
and implementation plan for the programme or project.

Any subsequent interest that is earned on advances or prepayments is recognised as part of the deferred
expenditure on skills development Funding balance. In terms of the contractual agreement, interest earned on
the dedicated project bank account or cost centre must be used for the sole purpose of the programme or
project as per the approved programme or project scope, budget and implementation plan.

Deferred expenditure on skills development funding is derecognised as an asset in the Statement of Financial
Position by recognition of the Skills Development Funding expense in the Statement of Financial Performance
once the funds advanced or prepaid have been verified by the NSF as used for valid skills development activities
that are aligned to the contractual agreement and approved scope, budget and implementation plan. This
is at the date at which the financial drawdown report was checked and approved by the responsible NSF
project director.

Any advance or prepayment, including accrued interest thereon, or portion thereof that has not yet been
used for skills development activities aligned to the contractual agreement and approved scope, budget and
implementation plan, during the verification of the financial drawdown report above, shall not be derecognised
as deferred expenditure on skills development funding. It shall remain as such until the advance or prepayment
has been verified as used towards skills development activities that are aligned with the contractual agreement
and approved scope, budget and implementation plan. Other factors that may trigger derecognition are
as follows:-

a) once the advance funds have been verified by NSF as used skills development activities aligned
to the MoA and implementation plan.

b) atthe contractual end date as stipulated in the MoA;

c) the notification letter issued by NSF to SDPs for cancellation of the programme or project and termination
of the contract due to non-compliance by the SDP with the contractual agreement.

1.10.6 Trade and other receivables from non-exchange transactions

Receivables from non-exchange transactions consist of funds previously advanced to SDPs, including accrued
interest, which becomes refundable back to NSF upon the end date of the contractual agreements with the
SDPs or termination of the contractual agreement or based on the final quarterly report as outlined in the terms
and conditions of the contractual agreements with the SDPs.
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It is a receivable and meets the definition of an asset in terms of GRAP 1 (paragraph 5.) and GRAP 104.13 as a
result of the following past events:

a) The programme or the project ended as stipulated in the contractual agreement with the SDPs. or a letter
of refund has been issued NSF has a conditional right to receive cash,

b) The programme or project was cancelled, and the contract terminated because of non-compliance by the
SDP to the contractual agreement, which is evidenced by the NSF issuing a signed-off letter to the SDP
as a notification of cancellation of the programme or project and demand to the SDP to refund the balance
owing to the NSF

Receivables related to the skills development funding are initially recognised at the following trade dates in
accordance with Paragraph 24 of GRAP 104:
a) End date as stipulated in the MoA signed with SDPs

b)  Upon issuing of the termination letter to the SDP due to non-compliance with the contractual agreement.

The receivables from the SDP are subsequently measured at cost less provision from impairment in accordance
with paragraphs 45 and 46 of GRAP 104. The receivable is usually measured at the original invoice amount.

GRAP 104 application guide paragraph AG114 states that, often, it will not be necessary to undertake a formal
effective interest rate calculation. This may be because the instrument is a short duration receivable with no
stated interest rate, which is usually measured at the original invoice amount.

Furthermore, the receivables related to skills development funding are subsequently measured at the original
amount as per the following supporting documents (regarded as the original invoice) in accordance with GRAP
104 application guidance paragraph AG114:

a) end date as stipulated in the MoA signed with SDPs; or

b) the notification letter issued by NSF to SDPs for cancellation of the programme or project and termination
of the contract due to non-compliance by the SDP with the contractual agreement.

Receivables relating to skills development funding in terms of paragraph 68 of GRAP 104 shall be derecognised
when those receivables are settled by SDPs and when the debt is uncollectable after following the legal process.
The debt will then be written off.

Receivables from skills development funding are recognised as a financial asset in the Statement of Financial
Position because the NSF is party to the contractual provisions of the instrument.

1.10.7 Cash and cash equivalents

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents
are short-term highly liquid investments, readily convertible into known amounts of cash, that are held with
registered banking institutions with maturities of three months or less and are subject to an insignificant risk of
change in value.

In terms of section 29(2) of the SDA, 1998, any money in the fund not required for immediate use should be
invested with the Public Investment Corporation (PIC). Cash and cash equivalents are measured at fair value.

For purposes of the Cash Flow Statement, cash and cash equivalents comprise cash on hand, deposits held at
call with banks and investments in financial instruments.
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1.11 Liabilities

1.11.1 Leave and bonus accruals
The entity has opted to treat its provision for leave and bonus pay as an accrual.

The cost of all short-term employee benefits is recognised during the period in which the employee renders
the related service. Employee entitlements are recognised when they accrue to employees. An accrual is
recognised for the estimated liability as a result of services rendered by employees up to the reporting date.
Accruals related to employee benefits included in the Statement of Financial Position include annual leave,
capped leave, thirteenth cheque as well as performance bonus commitments at year end (based on current
salary rates).

The liability for leave pay is based on the total accrued leave days at year-end and is shown as an accrual in the
Statement of Financial Position. The entity recognises the expected cost of performance bonuses only when
the entity has a present legal or constructive obligation to make such payment and a reliable estimate can
be made. No accrual is made for post-retirement benefits, as the NSF does not provide for such benefits for
its employees.

1.11.2 Accruals and payables related to skills development funding

In terms of paragraph 18(b) of GRAP 19, accruals are liabilities to pay for goods or services that have been
received or supplied but have not been paid, invoiced or formally agreed with the supplier, including amounts
due to employees (for example, amounts relating to accrued vacation pay).

Accruals related to skills development funding are consistent with the definition of a liability as per paragraph 5
of GRAP 1 as follows:
Accruals

Present obligation: The NSF has a present legal obligation to fund the valid skills development activities
provided by the SDP in accordance with the signed contractual agreement and approved scope, budget and
implementation plan.

Past events: The obligation arises from the valid skills development activities provided by the SDP in the past.

Outflow of resources: It is expected that the liability will be settled via the outflow of cash once it has been
formally verified and agreed upon through the financial drawdown report or close-out report process.

The accruals related to skills development funding are consistent with the definition of an accrual, based on
the following:

a) The skills development activities provided by the SDP were provided before year-end.

b) The SDP has not yet formally claimed the expenditure from the NSF via a financial drawdown report or
close-out report at year-end (in other words, invoiced the NSF).

c) The expenditure has, thus, not yet formally been agreed upon between the NSF and the SDP at year-end.

Accruals related to skills development funding are initially recognised at cost, which represents the fair
value thereof and subsequently recognised at cost.

a) the financial drawdown report is signed off by the NSF project director;
b) the close-out report is signed-off by the NSF project director; or

c) the notification letter to cancel the programme or project is issued by the NSF. Accruals are derecognised
upon the contractual end date of the MoA.
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Payables
Payables related to skills development funding meet the definition of a liability as per Paragraph 5 of GRAP 1 as
follows:

Present obligation: The NSF has a present legal obligation to pay the drawdown as per the approved financial
drawdown report or close-out report. The legal obligation is derived from the signed contractual agreement
between the NSF and the SDFP.

Past events: The obligation arises from the requirements of the contractual agreement being met that requires
NSF to pay the drawdown. These requirements entail:

a) the SDP submitting accurate and complete reports on the programme or project to the NSF, with valid
supporting documentation;

b) the NSF verifying the accuracy, validity and completeness of the information submitted; and
c) the NSF approving the drawdown request.

Outflow of resources: It is expected that the liability will be settled via the outflow of cash once the drawdown
amounts as per the financial drawdown report or close-out report is paid.

Paragraph 13 of GRAP 104 defines a financial instrument as any contract that gives rise to a financial asset of
one entity and a financial liability or a residual interest of another entity.

Paragraph 13 of GRAP 104 further defines a financial liability as any liability that is a contractual obligation to:
a) deliver cash or another financial asset to another entity; or

b) exchange financial assets or financial liabilities under conditions that are potentially unfavourable to
the entity.

Payables related to skills development funding provide the NSF with the contractual obligation to deliver cash
to the SDP

a) upon approval of the financial drawdown report or close-out report; or

b) upon cancellation of the programme or project and termination of the contract, which is when the NSF
issues a signed-off letter as part of notifying the SDP of the cancellation of the programme or project and
termination of the contract. If applicable, the letter will then also outline the balance owing by the NSF to
SDP as part of the cancellation of the programme or project.

Thus, ‘payables related to skills development funding’ adheres to the definition of a financial liability and,
therefore, the definition of a financial instrument. Hence, GRAP 104 is applicable to payables related to skills
development funding. Payables related to skills development funding are, therefore, recognised as a financial
liability in the Statement of Financial Position because they adhere to the definition of a financial liability.

Payables related to skills development funding are initially recognised at the following dates in accordance with
paragraph 23 of GRAP 104:

a) contractual end date as stipulated in the MoA;

b) upon cancellation of the programme or project and termination of the contract, which is when the NSF
issues a signed-off letter as part of notifying the SDP of the cancellation of the programme or project and
termination of the contract. If applicable, the letter will then also outline the balance owing by the NSF to
SDP as part of the cancellation of the programme or project.
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Payables are derecognised in the following instances:
a) settlement of the creditor by the NSF

b) extension to the end date expired project or reinstatement of the MoA.

1.11.3 Provisions

In terms of GRAP 19, a provision is defined as a liability of uncertain timing or amount. Provisions can be
distinguished from other liabilities, such as payables and accruals, because there is uncertainty about the timing
or amount of the future expenditure required in settlement.

1.11.3.1 Provision for levies less than the threshold

Section 4(b) of the SDL Act, 1999 stipulates that employers with a total yearly remuneration expense of below
R500 000 are exempt from contributing SDLs. In terms of section 190(4) of the Tax Administration Act, 2011
(Act 28 of 2011), a person is entitled to a refund under subsection (1)(b) only if the refund is claimed by a person
within three years, in the case of an assessment by SARS or five years in the case of self-assessment from the
date of the assessment.

The NSF recognises a provision for levies contributed by exempt employers. The provision is measured as 20%
of the actual levy paid by the exempt employer. This is considered the best estimate as per paragraph 44 of
GRAP 19 as the amount that the NSF will be expected to refund the exempt employer.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions
are reversed if it is no longer probable that an outflow of resources embodying economic benefits or service
potential will be required to settle the obligation.

1.11.3.2 Provision for performance bonuses

Performance bonuses are provided for based on the NSF’s past practice to pay annual performance bonuses.
Uncertainty exists over the amount and the timing of the performance bonuses as NSF has not yet completed
the performance assessments at year-end and determined the performance bonus payable. Management
estimates the performance bonus payable to be in line with the prior period’s performance bonus paid with an
average increase for inflation.

1.11.3.3 Provisions related to skills development funding

GRAP 19 defines a provision as a liability of uncertain timing or amount. Provisions can be distinguished from
other liabilities such as payables and accruals, because there is uncertainty about the timing or amount of the
future expenditure required in settlement. A legal obligation is an obligation that derives from: (a) a contract
(through its explicit or implicit terms); (b) legislation; or (c) other operation of law. Liabilities are present obligations
of the entity arising from past events, the settlement of which is expected to result in an outflow from the entity
of resources embodying economic benefits or service potential

Provisions related to skills development funding are provided on skills development programmes and projects
for skills development activities that have not yet been verified from the last verified date up to financial year-end
or contract end date, whichever occurs first.

Uncertainty exists over the amount and timing of these skills development activities as the NSF has not yet
received and verified the reports related to those skills development programmes and projects to determine
the skills development activities undertaken and the expenditure incurred therefore. Provisions from skills
development programmes and projects are estimated on an annual basis. These estimates and underlying
assumptions are reviewed on an ongoing basis. For purposes of the provision calculations, management
deems the skills development activities be rendered equally over the original contract term, while taking into
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consideration historical performance trends on each contract and any other observable evidence at the reporting
date. These estimates are based on the remaining portion of the contract for a specific year that has not been
invoiced/claimed by the training providers. Actual results may differ from these estimates. Provision recognised
for the relevant financial year is deducted from the remaining contract commitment.

The estimate for the provision is made for projects for the period after the last quarterly report verified and the
reporting date. The estimation is based on the contract value, start date and end date of the project, as well
as the reporting date. A daily contract value is calculated, as well as the number of days from the last quarter
verified until the reporting date. This is multiplied by the average pay-out ratio for that group of projects. The
provision is limited to the amount raised as deferred expenditure.

Management estimates the provision related to skills development funding on the following assumptions:

a) itis assumed that the skills development project or programme will continue with skills development

b) it is assumed that the skills development project or programme’s actual expenditure trend for the period
after the last verified date will be in line with the actual expenditure trend for the historic verified period. If no
historic verified period for the specific project exists yet, it is assumed that the project’s actual expenditure
trend for the period after the last verified date will be in line with the average actual expenditure trend for
the historic verified period for similar projects.

c) itis assumed that the skills development project or programme’s expenditure incurred for the period after
the last verified date will not exceed the prepayment made to the project or programme. This assumption is
on the basis that a programme or project will only undertake skills development activities if the programme
or project is able to pay for those activities as and when it happens or shortly thereafter. Skills development
activities will, therefore, only be undertaken if the project or programme has the cash on hand for
those activities.

Provision are derecognised under the following instances:
a) all quarterly financial reports for the financial year have been verified and signed off by the NSF;

b) the Project Expired and closure report finalised and the refund has been made by the SDP to the NSF and
NSF has paid all the refunds due to the SDP.

1.12 Financial instruments

The entity has various types of financial instruments and these can be broadly categorised as either financial
assets or financial liabilities. The classification of financial assets and liabilities, into categories, is based on
judgement by management.

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

Financial instruments are initially measured at fair value. Subsequent to initial recognition, these instruments are
measured as set out below.

1.12.1 Financial assets - classification

A financial asset is any asset that is a cash or contractual right to receive cash. The entities principle financial
assets, as reflected on the face of the Statement of Financial Position, are classified as follows:

a) Cash and cash equivalents;
b) Financial assets at fair value; and

c) Trade and other receivables.
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In accordance with GRAP 104, the financial assets of the entity are classified as follows into the categories as
allowed by the standard:

Type of financial asset Classification in terms of GRAP 104
Cash and cash equivalents Financial assets at fair value

Financial assets at fair value through surplus or deficit Financial assets at amortised cost
Trade and other receivables Financial assets at amortised cost

Cashincludes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents
are short-term highly liquid investments, readily convertible into known amounts of cash, that are held with
registered banking institutions with maturities of three months or less and are subject to an insignificant risk of
change in value. For purposes of the Cash Flow Statement, cash and cash equivalents comprise cash on hand,
deposits held at call with banks and investments in financial instruments. The entity categorises cash and cash
equivalents as financial assets: loans and receivables.

Financial assets at fair value are financial assets that meet either of the following conditions:
a) They are classified as held for trading; or

b)  Upon initial recognition, they are designated as at fair value through the Statement of Financial Performance.

Financial assets at amortised cost are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for maturities greater than twelve
months, which are classified as non-current assets. Loans and receivables are initially measured at cost, which
represents fair value. After initial recognition financial assets are measured at amortised cost, using the effective
interest method less provision for impairment.

1.12.2 Financial liabilities - classification

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity or
exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity.
The entities principal financial liabilities relates to accounts payable which are classified as follows on the face of
the Statement of Financial Position:

. trade and other payables.

There are two main categories of financial liabilities, the classification based on how they are measured. Financial
liabilities may be measured at:

. fair value through surplus or deficit; or

. at amortised cost using the effective interest method.

Financial liabilities at fair value are financial liabilities that are essentially held for trading (i.e. purchased with
the intention to sell or repurchase in the short term; derivatives other than hedging instruments or are part
of a portfolio of financial instruments where there is recent actual evidence of short-term profiteering or are

derivatives). Financial liabilities that are measured at fair value through surplus or deficit are stated at fair value,
with any resulted gain or loss recognised in the Statement of Financial Performance.

Any other financial liabilities are classified as Other Financial Liabilities and are initially measured at fair value.
Other financial liabilities are subsequently measured at amortised cost using the effective interest method, with
interest expense recognised on an effective yield basis.

In accordance with GRAP 104, the Financial Liabilities of the entity are all classified as “other financial liabilities”.
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1.12.3 Initial and subsequent measurement

1.12.3.1 Financial assets: Financial assets at fair value through surplus/deficit

Money market financial instruments are initially and subsequently measured at fair value. It is the policy of NSF
to account for changes in the fair value of monetary securities classified at fair value through the Statement of
Financial Performance. The fair value adjustment is calculated between the difference of the market value at the
end of the reporting period and the cost of the investment. These investments are evaluated once a year at the
end of the reporting period.

1.12.3.2 Financial assets

Trade and other receivables from exchange transactions

Trade and other receivables from non-exchange transaction are initially recognised at trade date at the
original invoice.

Trade and other receivable from non-exchange transaction

Trade and other receivables from non-exchange transactions are initially recognised at trade date at the original
invoice amount based on unused funds previously advanced to service providers, including accrued interest,
which becomes refundable to the NSF on the end date of contractual agreement with SDPs or termination of
the contractual agreement. Trade and other receivables from non-exchange transactions from the SDP are then
measured at cost less provision from impairment, in accordance with paragraphs 45 and 46 of GRAP 104.

1.12.3.3 Financial liabilities: Trade and other payables

Accruals represent goods/services that have been received together with an accompanied invoice but final
authorisation to effect payment has not been effected. Accruals are recognised in the Statement of Financial
Position as current liabilities.

1.12.4 Impairment of financial assets and uncollectability of financial assets

Financial assets, other than those at fair value through surplus or deficit, are assessed for indicators of impairment
at each reporting date. Financial assets are impaired where there is objective evidence of impairment of
Financial Assets (such as the probability of insolvency or significant financial difficulties of the debtor). If there
is such evidence, the recoverable amount is estimated and an impairment loss is recognised in accordance
with GRAP 104.

Account receivables are initially valued at cost, which represents fair value, and subsequently measured at cost
less provision from impairment in accordance with paragraphs 45 and 46 of GRAP 104. An estimate is made
for a provision for impairment based on past default experience of all outstanding amounts at year-end. Bad
debts are written off the year in which they are identified as irrecoverable. Amounts receivable within 12 months
from the date of reporting are classified as current.

Unless the NSF has observable data to its disposal that indicates otherwise, Receivables related Skills
Development Funding balances that passed the 30 days age are considered as an indication of impairment,
since the balances have to be settled within 30 days. Policy of entity is at reporting date ageing of 31 to 60
days: 100% of these receivables balances are still regarded as recoverable , ageing of 61 to 90 days:75% of
these receivables balances as recoverable, ageing of 91 to 120 days: 50% of these receivables balances are
still regarded as recoverable, ageing of 121 to 150 days: 25% of these receivables balances are still regarded
as recoverable and ageing of over 150 days: 0% of these receivables balances are still regarded as recoverable.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of an allowance
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account. Changes in the carrying amount of the allowance account are recognised in the Statement of Financial
Performance. When the receivable is uncollectable, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited to the Statement of Financial Performance.

The disappearance of an active market because an entity’s financial instruments are no longer publicly traded
is not evidence of impairment. A downgrade of an entity’s credit rating is not, of itself, evidence of impairment,
although it may be evidence of impairment when considered with other available information. A decline in the
fair value of a financial asset below its cost or amortised cost is not necessarily evidence of impairment (for
example, a decline in the fair value of an investment in a debt instrument that results from an increase in the
risk-free interest rate).

1.12.5 Impairment and gains and losses from subsequent measurement

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value
shall be recognised in surplus or deficit.

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss is recognised
in surplus or deficit when the financial asset or financial liability is derecognised or impaired, or through the
amortisation process.

1.12.6 Derecognition of financial assets

A financial asset or a portion thereof is derecognised when the NSF realises the contractual rights to the benefits
specified in the contract, the rights expire, the NSF 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 capital and reserves is included in net surplus or deficit for the
period.

If the entity neither transfers nor retains substantially all the risks and rewards of ownership and continues
to control the transferred asset, the entity recognises its retained interest in the asset and an associated
liability for amounts it may have to pay. If the entity retains substantially all the risks and rewards of ownership
of a transferred financial asset, the entity continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.

1.12.7 Derecognition of financial liabilities

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 surplus or deficit for the period.

1.12.8 Fair value considerations

The fair values at which financial instruments are carried at the reporting date have been determined using
available market values. Where market values are unavailable, 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 NSF 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.
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1.12.9 Risk management of financial assets and liabilities

It is the policy of the entity to disclose information that enables the user of its financial statements to evaluate the
nature and extent of risks arising from financial instruments to which the entity is exposed on the reporting date.

Risks and exposure are disclosed as follows:

1.12.9.1 Credit risk:

. Each class of financial instrument is disclosed separately.
. Maximum exposure to credit risk not covered by collateral is specified.
. Financial instruments covered by collateral are specified.

1.12.9.2 Liquidity risk:
A maturity analysis for financial assets and liabilities that shows the remaining contractual maturities.

Liquidity risk is managed by ensuring that all assets are reinvested at maturity at competitive interest rates in
relation to cash flow requirements. Liabilities are managed by ensuring that all contractual payments are met
on a timeous basis and, if required, additional new arrangements are established at competitive rates to ensure
that cash flow requirements are met.

A maturity analysis for financial liabilities (where applicable) that shows the remaining undiscounted contractual
maturities is disclosed in note 27 to the Annual Financial Statements.

1.13 Related parties

1.13.1 Related party transactions

Parties are considered to be related if one party has the ability to control the other party or exercise significant
influence over the other party in making financial and operating decisions or if the related party entity and
another entity are subject to common control.

Related party transactions are classified by the entity as those transactions between related parties other than
transactions that would occur within a normal supplier or client/recipient relationship on terms and conditions
no more or less favourable than those which it is reasonable to expect the entity would have adopted if dealing
with that individual or entity at arm’s length in the same circumstances. All transactions with related parties were
all at arm’s length.

1.13.2 Key management personnel

Key management personnel can be defined as individuals with the authority and responsibility for planning,
directing and controlling the activities of the entity, including those charged with the governance of the entity in
accordance with legislation, in instances where they are required to perform such functions. Close members
of the family of a person are considered to be those family members who may be expected to influence, or be
influenced by, that management in their dealings with the entity.

The NSF Minister’s Advisor (on Post Level 16) and the Executive Officer (EO) of the NSF (on Post Level 15) are
currently regarded as being at key management level, including employees on Levels 14 and 13 or officials
acting in senior management positions. Transactions conducted with key management, as well as with close
family members of key management, are regarded as related party transactions. All transactions with related
parties were all at arm’s length.
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1.14 Commitments

Commitments only include funds that have been committed contractually at year-end. Funds committed
contractually are commitments where the NSF has a contractual obligation to fund the skills development
programme/project or administrative projects. With a contractual obligation, there is a written agreement with
specific terms between the NSF and the third party, whereby the third party undertakes to perform certain
deliverables as outlined in the agreement. Performance on these deliverables will obligate the NSF to make
payment. Commitments forming part of the disclosure note include contractual commitments for the acquisition
of personal protective equipment (PPE) and intangible assets in terms of GRAP 17 and GRAP 31.

1.15 Contingent assets and contingent liabilities

Management judgement is obtained through the services of legal counsel when disclosing contingent assets
and liabilities. The probability that an inflow or outflow of economic resources will occur due to past events,
which will only be confirmed by the occurrence or non-occurrence of one or more future events as well as any
possible financial impact, is disclosed based on management estimation in the disclosure notes.

1.16 Defined contribution plans

A defined contribution plan is a plan under which the entity pays fixed contributions into a separate entity. The
entity has no legal or constructive obligation to pay further contributions if the fund does not hold sufficient
assets to pay all employees the benefits relating to service in the current or prior periods.

The NSF 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 13% of pensionable emoluments. The
entity’s contributions to the defined benefit contribution scheme are established in terms of the rules governing
the scheme.

Contributions are recognised in the Statement of Financial Performance in the period in which the service is
rendered by the relevant employees. The entity has no further payment obligations once the contributions have
been paid.

1.17 Principal-agent arrangement

Paragraph 5 of GRAP 109 provides the following in terms of the meaning specified: An agent is an entity that
has been directed by another entity (a principal), through a binding arrangement, to undertake transactions
with third parties on behalf of the principal and for the benefit of the principal. A principal is an entity that directs
another entity (an agent), through a binding arrangement, to undertake transactions with third parties on its
behalf and for its own benefit. A principal-agent arrangement results from a binding arrangement in which one
entity (an agent), undertakes transactions with third parties on behalf, and for the benefit, of another entity (the
principal). The NSF has certain activities executed by another entity. The ultimate responsibility still rests with the
NSF to report on those activities.

The NSF shall assess whether it is a principal or the agent in accounting for revenue, expenses, assets and/or
liabilities that result from transactions with third parties undertaken in terms of the arrangement. The assessment
of whether an entity is a principal or an agent will require the NSF to assess whether the transactions it undertakes
with third parties are for the benefit of another entity or for its own benefit. The NSF assesses whether it
is an agent or a principal by assessing the rights and obligations of the various parties established in the
binding arrangement.
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2. Property, plant and equipment

Reconciliation of cost to net book value

2022/23 2021/22
R’000 Restated R’000
Owned assets depreciation value depreciation value
Computer equipment 23 007 (18 93H) 4072 19 486 (17 974) 1512
Office furniture 5367 (4 804) 563 5051 (4 432) 619
Office appliance 300 (252) 48 281 (234) 47
Office equipment 1191 (1117) 74 1191 (1 082) 109
Total 29 865 (25 108) 4757 26 009 (23 722) 2287

Reconciliation of opening to closing net book value

2022/23
R’000

Carrying value Carrying value
at beginning Additions Disposals Depreciation | at end of year

Owned assets of year
Computer equipment 15612 3 521 - (961) 4072
Office furniture 619 316 - (872) 563
Office appliance 47 19 - (18) 48
Office equipment 109 - - (35) 74
Total 2287 3 856 - (1 386) 4 757

Reconciliation of opening to closing net book value

2021/22

Restated R’000

Carrying value Carrying value
at beginning Additions Disposals Depreciation | at end of year

Owned assets of year
Computer equipment 1112 1077 (13) (664) 1,512
Office furniture 952 - - (333) 619
Office appliance 63 - - (16) 47
Office equipment 74 64 - (28) 109
Total 2 201 1141 (13) (1 041) 2287

None of the PPE held are pledged as security for liability.
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3. Intangible assets

Reconciliation of cost to net book value

2022/23 2021/22
R’000 R’000

Cost  Accumulated Carrying Cost Accumulated Carrying
Owned assets amortisation value amortisation value
Computer software 2527 (2 527) - 2527 (2,527) -
Integrated Microsoft 23 911 (7 853) 16 058 23 911 (5846) 18065
Dynamics (ERP) system
Total 26 438 (10 380) 16 058 26 438 (8373) 18065

Reconciliation of opening to closing net book value

2022/23
R’000

Carrying .
value at | Additions | Disposals |Impairment| Amortisa- | Carrying
beginning loss tion value at
Owned assets of year end of year
Integrated Microsoft 18 065 - - - (2 007) 16 058
Dynamics ERP system
Total 18 065 - - - (2 007) 16 058

The computer software, Integrated Microsoft Dynamics was internally generated.

Microsoft Dynamics (MS Dynamics) is designed and developed to enable the NSF to automate operational
processes and improve day-to day work outputs. Due to the expiry of the contract with the service provider, the
process of migrating the system to the NSF-owned cloud infrastructure has already commenced. The AS-IS full
assessment of the MS Dynamics system commenced during the review year in consultation with Microsoft. The
final AS-IS assessment report will be used by the NSF in determining the level of effectiveness and efficiency of
the current system that was developed by EOH. NSF directorates submitted inputs for the AS-IS assessment,
and the process as at 31 March 2023 was ongoing.

Reconciliation of opening to closing net book value

2021/22
R’000

Carrying Additions Impairment | Amortisation| Carrying
value at Disposals value at
beginning end of year
Owned assets of year
Integrated Microsoft 20072 - - (2 007) 18 065
Dynamics ERP system
Total 20 072 - - - (2 007) 18 065
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4. TVET college campus assets

Reconciliation of cost to net book value

TVET college campus assets and 2022/23 2021/22
other R’000 R’000

. TVET college and |Cost Accumulated |Carrying Cost Accumulated|Carrying
Site other

impairment |value impairment |value

Aliwal North Ikhala - - -| 136983 - 136 983
Balfour Gert Sibande 155 953 - 155953 137812 - 137 812
Bhambanana |Umfolozi 196 523 - 196 523| 196 523 - 196 523
Graaff-Reinet | Eastcape - - - 121 903 - 121 903

Midlands
Greytown Umgungundlovu - - -1 151873 - 151 873
Kwagqikazi Mthashana - - - 115579 - 115579
Msinga Umgungundlovu 165 092 - 165092, 160819 - 160 819
Nggungqushe | Ingwe 181 283 - 181283, 177130 - 177130
(Lusikisiki)
Sterkspruit lkhala 205 412 - 205412, 179186 - 179 186
Mount Frere Ingwe 17776 (8 768) 9 008 17 776 (1 765) 16 011
Siteto Mbizana |Ingwe 18 553 (4 742) 13 811 18 553 18 553
Maluti Ingwe 8 602 - 8 602 8 602 - 8 602
Mount Fletcher | Ingwe 7 480 - 7 480 7 480 - 7 480
Ekurhuleni East | Ekurhuleni East - - - 23 000 - 23 000
Cape Peninsula | Cape Peninsula 70578 - 70 578 70578 - 70 578
Ekurhuleni Ekurhuleni West - - - 13 703 - 13703
West
Port Elizabeth | Port Elizabeth - - - 11,704 - 11 704
Eastcape Eastcape - - - 8 267 - 8 267
Midlands Midlands
False Bay False Bay - - - 25579 - 25579
Sanren-Saben | Sanren-Saben 200 273 - 200273 142224 - 142 224
Total 1227 525 (13510) 1214015 1725274 (1 765) 1723 509
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TVET college campus assets continued...

TVET college campus assets and other’ comprises the aforementioned TVET college campuses that are still in
the development phase as at year-end. The TVET college campuses are developed on behalf of the respective
TVET colleges, which are the ultimate beneficiaries of the “TVET college campus assets and other’. The assets
will be transferred upon final completion.

The NSF recognises the assets while under construction until final completion and transfer thereof to the
respective TVET colleges. Skills Development Circular No. 08 of 2013 calls on the NSF and SETAs to contribute
towards funding the TVET college campus development in support of Goal 4.3 of the National Skills Development
Strategy IIl (NSDS Ill), which promotes the growth of the public TVET college system that is responsive to sector,
local, regional and national skills needs and priorities. The TVET college infrastructure development is financed
by the NSF and is centrally implemented by the DHET as the implementing agency for the NSF.

TVET college campus assets are active and progressing to the construction and occupational phase.

The Bambanani campus has reached 85% sectional completion. The DHET has indicated that they are in a
process of procurement for the replacement contractor to resume construction. The DHET has confirmed
that they will appoint a replacement contractor. The Balfour site have achieved physical completion of 98%.
The Umsinga and Nggungqushe sites have achieved practical completion and are at occupational phase.
Sterkspruit is expected to be completed by the 2023/24 financial year.

Greytown Campus, Aliwal North, Graaff-Reinet have been disposed.
Other assets

Ekurhuleni West, Port Elizabeth, Ekurhuleni East, False Bay (Swartklip) and Eastcape Midlands projects have
been closed. Cape Peninsula is at the close-out phase and waiting for the final close-out reports.

The Sanren-Saben project is ongoing as of 31 March 2023 with an expected end date of 30 June 2023.
ADA Holdings: Ingwe TVET sites

The Mount Frere, Siteto Mbizana, Maluti and Mount Fletcher sites were subject to impairment assessment
at end of the financial year due to an extended halt in the construction activities on these sites. Independent
Property Evaluation Consultants including quantity surveyors and engineers were appointed to evaluate the
sites.

Animpairment loss is recognised when the carrying amount of an asset exceeds its recoverable service amount.
An Independent Property Valuer was used to determine the recoverable service amounts of the sites.

Management conducted an impairment assessment of the “TVET college campus assets and other’ at financial
year end in accordance with paragraph 87 of GRAP 17 and GRAP 21. Paragraph 7 of GRAP 21 states the
following: In assessing whether a halt in construction would trigger an impairment test, the entity would
consider whether construction has simply been delayed or postponed, whether there is an intention to resume
construction in the near future or whether the construction work will not be completed in the foreseeable future.
Where construction is delayed or postponed to a specific future date, the project may be treated as work in
progress and is not considered as halted.

GRAP21 was considered for the identification of indicators of impairment from internal and external sources
used as part of verifiable evidence in the impairment assessment conducted.

Management base their impairment assessment on the progress reports compiled by the NSF Project Monitoring
Unit (internal source). The reports from the professional consultant engineers, MSW, (external source) were also
used in assessing whether there is an indication to impair the construction sites.
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TVET college campus assets continued...

Reconciliation of opening to closing net book value

TVET College Campus Assets and 2%%%33
other

Carrying Additions | Disposals Carrying

TVET college and | Value at value at end
beginning of year
of year

Aliwal North lkhala 136 983 6 647 (143 630) - -
Balfour Gert Sibande 137 812 18 141 - - 155 953
Bhambanana Umfolozi 196 523 - - - 196 523
Graaff-Reinet Eastcape 121 903 5048 (126 951) - -

Midlands
Greytown Umgungundlovu 151 873 6 038 (157 911) - -
Kwaggikazi Mthashana 115579 11263 (126 842) - -
Msinga Umgungundiovu 160 819 4273 - - 165 092
Ngagungqushe Ingwe 177130 4153 - - 181 283
(Lusikisiki)
Sterkspruit Ikhala 179186 26 226 - - 205412
Mount Frere Ingwe 16 011 - - (7 003) 9 008
Siteto Mbizana Ingwe 18 553 - - (4 742) 13 811
Maluti Ingwe 8 602 - - - 8 602
Mount Fletcher Ingwe 7 480 - - - 7 480
Ekurhuleni East Ekurhuleni East 23 000 - (23 000) - -
Cape Peninsula Cape Peninsula 70578 - - 70 578
Ekurhuleni West | Ekurhuleni West 13 703 - (13 703) - -
Port Elizabeth Port Elizabeth 11704 3507 (15 211) - -
Eastcape Eastcape 8 267 (8 267) - -
Midlands Midlands
False Bay False Bay 25579 1015 (26 594) - -
Sanren-Saben Sanren-Saben 142 224 58 049 - - 200 273
Total 1723 509 144 360 (642 108) (11 745) 1214015
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TVET college campus assets continued...

Reconciliation of opening to closing net book value

TVET college campus assets and 20R’23(/)32
other
Carrying Additions Disposals | Impairment Carrying
TVET college value at value at
and other beginning of end of year
year
Aliwal North Ikhala 133 661 3322 - - 136 983
Balfour Gert Sibande 70 256 67 556 - - 137 812
Bhambanana Umfolozi 196 523 - - - 196 523
Graaff-Reinet Eastcape 121 807 96 - - 121 903
Midlands
Greytown Umgungundlovu 108 424 43 449 - - 151 873
Kwagqikazi Mthashana 96 785 18 794 - - 115 579
Msinga Umgungundiovu 151 706 9113 - - 160 819
Ngagunggushe Ingwe 140 755 36 375 - - 177 130
(Lusikisiki)
Nongoma Mthashana 147 963 1566 (149 529) - -
Sterkspruit lkhala 170 635 8 551 - - 179 186
Umzimkhulu Esayidi 130573 - (130 573) - -
Mount Frere Ingwe 16 011 - - 16 011
Siteto Mbizana Ingwe 18 553 - - - 18 553
Maluti Ingwe 8 602 - - - 8 602
Mount Fletcher Ingwe 7480 - - - 7 480
Ekurhuleni East Ekurhuleni East 23 000 - - - 23 000
Cape Peninsula Cape Peninsula 70183 395 - - 70 578
Ekurhuleni West Ekurhuleni West 13703 - - 13703
Port Elizabeth Port Elizabeth 7 000 4704 - - 11 704
Eastcape Eastcape 6 630 1637 - - 8 267
Midlands Midlands
False Bay False Bay 18 798 6 781 - - 25 579
Sanren-Saben Sanren-Saben 46 202 96 022 - - 142 224
Total 1705 250 298 361 (280 102) - 1723509

NSF ANNUAL REPORT 2022/23

153




Notes to the annual financial statements
Annual Financial Statements for the year ended 31 March 2023

5. Investments

It is the NSF’s policy to account for changes in the fair value of monetary securities classified as held for
trading through the Statement of Financial Performance. The fair value adjustment is calculated as the difference
between the market value at the end of the reporting period and the cost of the investment. These investments
are revalued once a year at the end of the reporting period by the Public Investment Corporation (PIC). The latest

revaluation was performed on 31 March 2023.
2022/23 2021/22
R’000 R’000

Composition at fair value

Investments with the PIC Notes 11 844 780 10 111 501
Balance at the beginning of the year 10 111 501 9223 505
Invested during the year 4161770 3802 321
Interest received and capitalised 18. 699 835 406 903
Management fees and expenses 23. (3 304) (2 795)
Withdrawal (3 125 497) (3 338 246)
Fair value adjustment 475 19 805
Profit on disposal of investment - 8
Closing balance end of year 11 844 780 10111 501

At each reporting date, the NSF assesses whether there is objective evidence that a financial asset or group
financial assets are impaired. None of the financial assets at fair value through surplus or (deficit) are impaired
on the reporting date.

Section 29(2) of the SDA, 1998 stipulates that any money in the NSF not required for immediate use may be
invested in accordance with the investment policy approved by the Director-General, which complies with the
requirements of the PFMA, 1999.

Treasury Regulation 31.3 requires that, unless exempted by the National Treasury, the NSF (as a public entity
that is listed in Schedule 3A of the PFMA, 1999) must invest surplus funds with the Corporation for Public
Deposits. The NSF obtained exemption from the National Treasury to invest surplus funds with the PIC in
accordance the NSF’s investment policy.

6. Trade and other receivables from exchange transactions
2022/23 2021/22
R’000 R’000

Receivables from administrative expenditure 147 63

The carrying and fair value of trade and other receivables from
exchange transactions are as follows:

Closing balance end of year 147 63
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The balance of the R147 000 relates to a deposit on parking space as well as employees with credit leave
balances. Employees with credit leave balances relate to employees who have taken leave days more than the
accrued number of leave days as at 31 March 2023. These credit balances should reduce during the course
of the 2023 calendar year.

7. Trade and other receivables from non-exchange transactions

Current

The carrying and fair value of current trade and other receivables from non- exchange transactions are

as follows:
2022/23 2021/22
R’000 R’000
Receivables related to skills development funding 15 009 70178
Carrying amount 78 086 104 771
Less: Provision for impairment (63 077) (34 593)
Closing balance end of year 15009 70178

Trade and other receivables from non-exchange transactions are reflected at fair value as at 31 March 2023.

2022/23
R’000

181 to 270 Over 270
31-180 days days
RO RO00O|

Receivables relateq skills 9188 5821
development funding

- - 15 009

9188 5 821 - - 15 009

2021/22
R’000

Current 31-180 days | 181 to 270 Over 270 Total
days days
R’000 R’000 R’000 R’000 R’000

Receivables related skills 14 291 55 887 70178

development funding

14 291 55 887 - - 70178
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8. Deferred expenditure related to skills development funding

2022/23 2021/22

R’000 Restated

R’000

Skills development funding 1156 004 829 789
PSET system improvement funding 73 387 52 222
Closing balance end of year 1229 391 882 011

9. Cash and cash equivalents

R’000 R’000
Favourable cash balances:
Cash in bank 1 553 625 108 492
Closing balance end of year 1 553 625 108 492

Credit quality of cash at bank and short-term deposits, excluding cash on hand:

The credit quality of cash at bank and short-term deposits, excluding cash on hand that are neither past due
nor impaired can be assessed by reference to external credit ratings (if available) or historical information about
counter party default rates.

As required in Treasury Regulation 31.2, National Treasury approved the banks where the NSF bank accounts
are held. The weighted average interest rate on short-term bank deposits is 0.40% for the reporting period
(2021/22: 5.95%).

Cash includes cash with commercial 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 purposes of the Cash Flow Statement, cash and cash equivalents comprise deposits held at call with
banks, net of bank overdrafts.

10. Trade and other payables from non-exchange

Notes 2022/23 2021/22
R’000 R’000

Payables related to skills development funding 101 (200 639) (196 412)

transactions

Closing balance end of year (200 639) (196 412)
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10.1 Payables related to skills development funding

Skills development funding
PSET system improvement funding

Closing balance end of year

2022/23 2021/22
R’000 R’000

(189 840) (52 115)
(10 799) (144 297)
(200 639) (196 412)

11. Trade and other payables from exchange transactions

Administrative payables due to the DHET
Other administrative payables

Closing balance end of year

12. Accruals from non-exchange transactions

Notes
Accruals related to skills funding 12.1

Closing balance end of year

12.1 Accruals related to skills development funding

Skills development funding

PSET system improvement funding

Closing balance end of year

2022/23 2021/22
R’000 Restated
R’000

(40 517) (78 745)
(9 308) (2 672)
(49 825) (81 417)

2022/23

R’000

(2159 617) @

2021/22
Restated
R’000

149 589)

(2159 617) @

149 589)

2022/23 2021/22
R’000 Restated
R’000

(2 079 009) (2077 477)
(80 608) (72 112)
(2159 617) (2 149 589)

As at 31 March 2023, accruals related to skills development funding amounting to R2,159 billon (2021/22:
R2,150 billion) were recognised. The increase in accrual movement from the prior year is a result of approved
funds by the Minister of Higher Education, Science and Innovation of R3,3 billion from the NSF to augment
the 2021 shortfall at the National Student Financial Aid Scheme (NSFAS) for the 2021 academic year, of which
R1,2 billion was disbursed to the NSFAS towards the end of March 2022.
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13. Accruals from exchange transactions

2022/23 2021/22
R’000 R’000

Notes

Leave and bonus accruals 13.1 (7 931) (7 000)
Closing balance end of year (7 931) (7 000)
13.1 Leave and bonus accrual

2022/23 2021/22

R’000 R’000

Balance at the beginning of the year (7 000) (8 348)
Amounts utilised during the year 8 348
Amount recognised during the year (931) (7 000)
Closing carrying amount (7 931) (7 000)
Leave and bonus accrual composition:
Current
Leave accrual (5 355) (4 697)
Bonus accrual (Thirteenth cheque) (2 576) (2 303)
Closing balance end of year (7 931) (7 000)

Leave is calculated based on leave days outstanding at reporting date and quantified in terms of total cost
of employment per employee. The bonus accrual relates to thirteenth cheque commitments owed to NSF
employees at reporting date.

14. Provisions

2022/23 2021/22
R’000 R’000

Notes
Provision for levies less than threshold 14.1 (67 318) (56 725)
Performance bonus provision 14.2 - (890)
Provisions related to skills development funding 14.3 (70 275) (42 204)
Closing balance end of year (137 593) (99 819)
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Provisions continued...

14.1 Provision for levies less than threshold

2022/23 2021/22
R’000 R’000

Carrying amount at beginning and end of period (56 725) (44 909)
Additional provisions made in the period, including increases to (14 205) (16 113)
existing provisions
Unused amounts reversed during the period. 3612 4 297
(67 318) (56 725)
Balance at the beginning of the year (56 725) (44 909)
Levies less than threshold provision raised/(utilised) for the year (10 593) (11 816)
Closing balance end of year (67,318) (56 725)

14.2 Performance bonus provision

2022/23 2021/22

R’000 R’000

Balance at the beginning of the year (890) (828)

Performance bonus provision unutilised 890 828

Performance bonus paid (utilisation of provision) - -

Performance bonus provision for the current year performance - (890)
bonuses

Closing balance end of year - (890)

As at 31 March 2023, due to the discontinuation of performance awards, there was no performance bonus
provision (2021/22: R890 000).

14.3 Provisions from skills development funding

2022/23 2021/22
R’000 R’000

Carrying value at the beginning of the year (42 204) -
Additional provision (28 071) (42 204)
Reduction due to payments/outflow of economic benefits -

Balance at the end of the year (70 275) (42 204)

As at 31 March 2023, there was provision of R70 million related to skills development funding that was recognised.
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15. Skills development levies (non-exchange revenue)

In terms of the SDA, 1998 and SDLA, 1999, the total levy income per the Statement of Financial Performance

is as follows:
2022/23 2021/22
R’000 R’000
Percentage of payroll payable as skills development levy 1% 1%

Skills development levies received from SARS (20%):

Skills development levies received 4161 770 3802 322
Skills development levies collected by SARS 20808 849 19011 163
Less: Amount withheld by the DHET and paid to the SETAs (80%) (16 647 079) (15208 841)
Total 4161 770 3802 322

16. Income from SETAs (non-exchange revenue)

2022/23 2021/22
R’000 R’000

Income from SETAs towards the development and - 3000
recapitalisation of INDLELA

Total - 3 000

17. Transfer from the DHET

2022/23 2021/22
R’000 R’000

Transfer from the DHET for the Presidential 100 000 100 000

Youth Programme

100 000 100 000

18. Finance Income (exchange revenue)

2022/23 2021/22
Notes R’000 R’000

Finance income from investments at the PIC 5. 699 835 406 903
Finance income from other commercial banks 460 357
Total 700 295 407 260
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19. Finance income from advance payments to skills development

programmes and projects

Finance income from advance payments to skills development

programmes and projects
Total

20. Skills development funding expenses

Skills Development Funding
PSET System Improvement Funding
Total

2022/23
R’000

34 653

2021/22
R’000

20 493

34 653

20 493

2022/23 2021/22
R’000 Restated
R’000

(1 008 644) (4 235 123)
(157 840) (459 171)
(1 166 484) (4 694 294)

The decrease on movement of skills development funding expenses from the prior year is a result of once-
off expenses of R3,3 billion to NSFAS that was approved by the Minister of Higher Education, Science and
Innovation to augment the NSFAS shortfall during the 2021 academic year.

21. Employee Costs

Salaries and wages

Basic salaries

Performance awards

Service bonuses

Other non-pensionable allowances
Overtime

Service benefits

Net movement: Leave accrual

Net movement: Service bonus accrual

2022/23 2021/22
R’000 Restated
R’000

(89 004) (82 004)
(70 160) (65 015)
780 (926)

(4 695) (4 524)
(12 135) (11118)
(1 355) (1138)
(592) (632)
(574) 1287
(273) 62
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2022/23 2021/22

R’000 Restated

R’000

Social contributions (10617) (9 984)
Pension fund contributions: defined contribution plans (8 290) (7 683)
Medical aid contributions (2 314) (2 289)
Bargaining council (13) (12)
Bursaries to employees (1 087) (223)
Total (100 708) (92 211)

22. Operating expenses

2022/23 2021/22
R’000 Restated
Advertising and marketing (389)
Catering (82)
Cleaning services (296)
Computer services and consumables (3876)
Consultancy and service provider fees* (1 686)
Consumables (35)
Courier and delivery 3)
DHET shared services charge (10 881)
External auditor’s remuneration (7 098)
Internal auditor’s remuneration (1 348)
Audit committee - meeting fees (390)
Operating leases (501)
Other (166)
Printing and publications (306)
Repairs and maintenance (39) -
Resettlement cost (74) (120)
Security (260) (116)
Software expenses (4 429) (4 574)
Stationery (1 070) (666)
Telephone and fax (1 059) (980)
Training and development (609) (37)
Travel and subsistence (10 532) (5 805)
Venues and facilities (315) (40)
Total (41 844) (44 078)
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23. Management fees and bank charges

2022/23 2021/22
Notes R’000 R’000

Bank charges paid to banks (57) (70)
Management fees and expenses paid to the PIC 5. (3 304) (2 795)
Total (3 361) (2 865)

24. Cash generated from operations

2022/23 2021/22

R’000 Restated

Notes R’000

Net surplus/(deficit) as per Statement of Financial 3582416 (565 195)
Performance

Adjustment for non-cash items:

Amortisation 3. 2 007 2 007
Depreciation 2. 1 386 1 041
Fair value adjustments to investments 5. (475) (19 805)
Loss on disposal of asset 2. - 13
Impairment loss/(reversal of impairment loss) 4. 11745
Increase/(decrease) in provisions:
Relating to employment 14.2 (890) 62
Relating to skills development funding 14.3 28 071 42 204
Relating to levy provisions 141 10 593 11816
Adjustment for items disclosed separately:
Finance income 18. (700 295) (407 260)
2 934 558 (935 117)
Movements in working capital: (308 699) 1664 259
(Increase)/decrease in trade and other receivables 55 085 (40 274)
(Increase)/decrease in deferred expenditure (347 380) (58 037)
Increase/(decrease) in trade and other payables and (16 404) 1762570
accruals
Cash generated from operations 2625 859 729 142
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25. Prior period errors corrected

The following prior period errors occurred:
Skills development funding expenditure

The prior period error related to expenses that were not recorded in the correct accounting period due to
inadequate systems in place to account for skills development funding. There was inadequate supporting
documentation for skills development funding to serve as evidence for service rendered. There were differences
noted between amount reported for skills development funding expenditure and supporting documents.

Administrative expenditure

DHET invoices that relate to the 2020/21 and 2021/22 financial years were accrued for in the 2020/21 and
2021/22 financial years and they were adjusted in the current year after the invoice verification, as a result, the
following items have been adjusted

a) payables from exchange transactions;

b) accruals from exchange transactions;
c) operating expenses, and
d) employee cost.

Property, plant and equipment

The prior period error relates to the completeness of additions to property, plant and equipment, as not all
additions were recorded and accounted for in the related period.

Accruals from non-exchange transactions

In the prior period, there was an error related to expenses that were not recorded in the correct accounting
period due to inadequate systems in place to account for skills development funding. There was inadequate
supporting documentation for skills development funding to serve as evidence for the service rendered. There
were differences noted between the amount reported for skills development funding expenditure and the
supporting documents.

Deferred expenditure related to skills development funding

In the prior period, there was an error related to expenses that were not recorded in the correct accounting
period due to inadequate systems in place to account for skills development funding. There was inadequate
supporting documentation for skills development funding to serve as evidence for the service rendered.
There were differences noted between the amount reported for skills development funding expenditure and
the supporting documents. The classification of the account balances relating to trade and other receivables
was incorrect.

Trade and other payables from exchange transactions

The error in the prior period is because the DHET invoices that relate to the 2020/21 and 2021/22 financial years
were accrued for in the 2020/21 and 2021/22 financial years, and they were adjusted in the current year after
the invoice verification.
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Prior period errors corrected continued...
Capital and reserves

In the prior period, the error for capital and reserves is due to the changes made on expenditure in previous years
as a result of the DHET invoices that relate to the 2020/21 and 2021/22 financial years that were accrued for in
the 2020/21 and 2021/22 financial years and they were adjusted in the current year after the invoice verification.
Property, plant and equipment additions were not recorded and accounted for in the related period. Skills
development expenses that were not recorded in the correct accounting period due to inadequate systems
in place to account for skills development funding. There were inadequate supporting documentation for skills
development funding to serve as evidence for service rendered. There were differences noted between the
amount reported for skills development funding expenditure and support.

Accumulated surplus

In the prior period, the error for accumulated surplus is due to the changes made on expenditure in previous
years as a result of the DHET invoices that relate to the 2020/21 and 2021/22 financial years that were accrued
for in the 2020/21 and 2021/22 financial years and they were adjusted in the current year after the invoice
verification. Property, plant and equipment additions were not recorded and accounted for in the relating period.
Skills development expenses that were not recorded in the correct accounting period due to inadequate systems
in place to account for skills development funding. There were inadequate supporting documentation for skills
development funding to serve as evidence for service rendered. There were differences noted between amount
reported for skills development funding expenditure and supporting documents.

Statement of changes in net assets

In the prior period, there was an error because of the changes made on expenditure in previous years as a
result of the DHET invoices that relate to the 2020/21 and 2021/22 financial years that were accrued for in the
2020/21 and 2021/22 financial years and they were adjusted in the current year after the invoice verification.
Property, plant and equipment additions were not recorded and accounted for in the relating period. Skills
development expenses that were not recorded in the correct accounting period due to inadequate systems
in place to account for skills development funding. There was inadequate supporting documentation for skills
development funding to serve as evidence for service rendered. There were differences noted between the
amount reported for skills development funding expenditure and supporting documents.

STATEMENT OF FINANCIAL PERFORMANCE

2021/22
R’000

EXPENSES 4 906 255
As originally stated 4678 335
Prior period correction 227 919
SKILLS DEVELOPMENT FUNDING EXPENSES 4715874
As originally stated 4 488 650
Prior period correction 227 224
ADMINISTRATIVE EXPENSES 142 202
As originally stated 141 506
Prior period correction 695
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EMPLOYEE COST
As originally stated

Prior period correction

OPERATING EXPENSES
As originally stated

Prior period correction

DEPRECIATION AND AMORTISATION
As originally stated

Prior period correction

NET SURPLUS FOR THE YEAR
As originally stated

Prior period correction

STATEMENT OF FINANCIAL POSITION
TOTAL ASSETS

As originally stated

Prior period correction

NON-CURRENT ASSETS

As originally stated

Prior period correction

PROPERTY, PLANT AND EQUIPMENT
As originally stated

Prior period correction
CURRENT ASSETS

As originally stated

Prior period correction
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2021/22
R’000

92 211
92 209
2

44 078
43 388
689

3048
3044

(565 195)
(337 275)
(227 919)

12916 106
12 938 055
(21 949)

1743 861
1743785
76

2287
2211
76

11172 245
11 194 270
(22 025)
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DEFERRED EXPENDITURE RELATED TO SKILLS DEVELOPMENT FUNDING
As originally stated

Prior period correction

TOTAL LIABILITIES
As originally stated

Prior period correction

CURRENT LIABILITIES
As originally stated

Prior period correction

TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS

As originally stated

ACCRUALS FROM NON-EXCHANGE TRANSACTIONS

As originally stated

Prior period correction

CAPITAL AND RESERVES
As originally stated

Prior period correction

ACCUMULATED SURPLUS
As originally stated

Prior period correction

CASH FLOW STATEMENT

Cash paid to stakeholders, suppliers and employees
As originally

Prior period error

2021/22
R’000

882 011
904 036
(22 025)

2534 237
2 328 267
205 970

2534 237
2 328 267
205 970

81417
80 647

2149 589

1944 390
205 199

10 381 869
10 609 789
(227 920)

8 607 053
8834 973
(227 920)

(3176 180)
(3 176 260)
(80)
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Cash utilised/generated from operations
As originally

Prior period error

Net cash inflow/(outflow) from operating activities
As originally

Prior period error

Cash flow from investing activities
As originally stated

Prior period error

26. Contractual commitments

Contractual commitments

The amount of contractual commitments for the
acquisition of property, plant and equipment;

- Improve PSET system: infrastructure-related projects

- Intangible asset
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2021/22
R’000

729 142
729 062
80

1136 402
1136 322
80

(1 167 693)
(1167 613)
(80)

2022/23 2021/22
R’000 R’000

665 700 1105192
665 700 1084 881
- 20 311
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27. Financial instrument - financial risk management

Exposure to interest rate and credit risk arises in the normal course of the operations. This note presents
information about the exposure to each of the above risks, policies and processes for measuring and managing
risk, and the management of capital. Further quantitative disclosures are included throughout these financial

statements.

Fair values

Set out below is a comparison by class of the carrying amounts and fair value of the financial instruments.

Carrying Fair value
amount R’000
R’000

Financial assets - 2022/23 13 413 561 13 413 561
Cash and cash equivalents 1553625 1553 625
Financial assets at fair value through surplus/(deficit) 11844 780 11844 780
Trade and other receivables 15156 15156

Financial assets - 2021/22 10 290 234 10 290 234
Cash and cash equivalents 108 492 108 492
Financial assets at fair value through surplus/(deficit) 10111 501 10 111 501
Trade and other receivables 70 241 70 241
Financial liabilities - 2022/23 (250 464) (250 464)

Trade and other payables (250 464) (250 464)

Financial liabilities - 2021/22 (277 829) (277 829)

Trade and other payables (277 829) (277 829)

The fair value of the financial assets and liabilities are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced sale or liquidation.

The following methods and assumptions were used to estimate the fair values:

Cash and cash equivalents

Cash and cash equivalents comprise of cash on hand and are subject to an insignificant risk of changes in value.
These are initially and subsequently recorded at fair value. The carrying amount of cash and cash equivalents
approximate fair value due to the relative short-term maturity of these financial assets.

Financial assets at fair value through surplus/(deficit)

Fair value of financial assets is derived from quoted market prices in active markets, if available.
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Trade and other receivable

Trade and other receivables are subsequently measured at amortised cost using the effective interest rate
method, less any impairment losses. The carrying amount of accounts receivable, net of allowances for bad
debt, approximates fair value due to the relatively short-term maturity of these financial assets.

Financial instrument - financial risk management continued...

Trade and other payable

Trade and other payables are stated at amortised cost, which approximates their fair value due to the relatively
short-term maturity of these financial liabilities.

Fair value hierarchy
The NSF uses the following hierarchy for determining and disclosing the fair value of financial instruments
by valuation technique:

Level 1: Quoted (unadjusted) prices in active markets for identical assets and liabilities.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e., as price) or indirectly (i.e., derived from prices).

Level 3: Techniques which use inputs that have a significant effect on the recorded fair value that are not based
on observable market data.

As at 31 March 2023, the NSF held the following financial instruments measured at fair value:

2022/23
R’000
Investments with the PIC 11 844 780 11 844 780

11 844 780 11 844 780 - -

During the reporting period ending 31 March 2023, there were no transfers between Level 1 and
Level 2 fair value measurements.

As at 31 March 2022, the NSF held the following financial instruments measured at fair value:

2021/22
R’000
Investments with the PIC 10 111 501 10111 501 - -
10 111 501 10 111 501 - -

During the reporting period ending 31 March 2022, there were no transfers between Level 1 and Level 2 fair
value measurements.
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Financial instrument - financial risk management continued...

27.1 Credit Risk

Financial assets, which potentially subject NSF to concentrations of credit risk, consist primarily of cash and
cash equivalents, investments and accounts receivable. Credit risk arises from the risk that a counterparty may
default or not meet its obligations timelessly.

The NSF limits its treasury counter-party exposure by only dealing with well-established financial institutions
approved by National Treasury in accordance with the NSF’s Investment Policy.

Credit risk with respect to levy-paying employers is limited due to the nature of the income received. The NSF
does not have any material exposure to any individual or counter-party. The NSF’s concentration of credit risk
is limited to the industry in which the NSF operates. No events occurred in the industry during the financial year
that may have an impact on the recovery of trade and other receivables.

Before advances are paid to skills development providers, due diligences are performed on the providers, as
well as site visits and expenditure verifications are conducted by the NSF. Skills development programmes and
projects are adjudicated by the Grants Adjudication Committee and recommended to the Director-General of
Higher Education and Training or his delegated authority for approval. Only after approval are funds disbursed
to skills development providers, which is usually done on a quarterly basis, subject to reporting and verification
of funds utilised in the previous quarter.

The carrying amount of the financial assets represent the maximum credit exposure. The maximum exposure to

credit risk as at year-end:
2022/23
R’000

Rated Non-rated Total
Cash and cash equivalents 1553625 - 1553625
Investments 11844 780 - 11 844 780
Trade and other receivables 15156 - 15 156
Total 13 413 561 - 13 413 561

R’000

Rated Non-rated Total
Cash and cash equivalents 108 492 - 108 492
Investments 10 111 501 - 10 111 501
Trade and other receivables 70 241 - 70 241
Total 10 290 234 - 10 290 234
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Financial instrument - financial risk management continued...

27.2 Liquidity risk

Liquidity risk is the risk of the NSF not being able to meet its obligations as they fall due. The NSF manages the
liquidity risk through proper management of working capital, capital expenditure and actual vs forecasted cash
flows. Adequate reserves and liquid resources are also maintained.

Forecast liquidity reserve as of 31 March 2023 is as follows:

2023/24 2024/25 2025/26
R’000 R’000 R’000

Opening balance for the period 11 802 827 12 963 814 14 196 887
Operating proceeds 4715 392 4 963 130 5 339 369
Operating outflow (4 179 260) (4 423 646) (4 683 050)
Cash flow from investments 624 855 693 589 769 883
Closing balance for the period 12 963 814 14 196 887 15 623 089

The table below analyses the financial liabilities that will be settled on net basis into the relevant maturity groupings
based on the remaining period from the financial statement date to the contractual maturity date:

2022/23
R’000
At reporting date Less than 1 Total
year
Trade and other payables (250 464) (250 464)
(250 464) (250 464)
2021/22
R’000
At 31 March 2022 Less than 1 Total
year
Trade and other payables (277 829) (277 829)
(277 829) (277 829)
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Financial instrument - financial risk management continued...

27.3 Market risk
Interest rate sensitivity analysis
Financial assets

The NSF is sensitive to the movements in the money market repo rate, which is the primary rate to which the
investment portfolios are exposed. The rates of sensitivity are based on management’s assessment of possible
changes to the interest rates and are formulated on a 100 basis point movement.

If the weighted average interest rate as at reporting date had been 100 basis higher or lower the interest income

2022/23
R’000

would have been affected as follows:

Increase/ Effect on the
decrease in| surplus/deficit
basis point

Financial assets - 2022/23
Investments - PIC +100 119 767
-100 (119 767)

2021/22
R’000

Increase/ Effect on the
decrease in| surplus/deficit

basis point

Financial assets - 2021/22
Investments - PIC +100 99 214

-100 (99 214)

27.4 Foreign exchange risk

The NSF does not initiate any transactions with international parties and is, therefore, not exposed to any
exchange risk due to currency fluctuations. All transactions are denominated in South African rand with local
vendors.

27.5 Price Risk

The NSF is exposed to equity securities price risk because of investments held and classified as financial assets
at fair value through surplus/(deficit) on the Statement of Financial Position. These financial assets are classified
as held for trade. The NSF is not exposed to commodity price risk.

To manage its price risk arising from equity securities, the NSF diversifies its portfolio with the PIC. Diversification
of the portfolio is done in accordance with limits set and agreed with the PIC.
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Financial instrument - financial risk management continued...

27.6 Cash flow and fair value interest rate risk

As the NSF has significant interest-bearing assets, the revenue and operating cash flows are substantially
depended on changes in market interest rates. As the NSF does not have significant interest-bearing liabilities,
the expenses and cash flows are not substantially dependent on changes in the market interest rates.

2022/23
R’000

Effective Subject to Non-interest
. interest rate interest rate bearing
As at reporting date 31 March movement:
2023 Floating
Current financial assets 5.94% 11 844 780 1 568 781 13 413 561
Cash and cash equivalents n/a - 1553 625 1553 625
Investments 5.94% 11844 780 - 11844 780
Trade and other receivables n/a - 15156 15156
Current liabilities n/a - -250 464 -250 464
Trade and other payables n/a - -250 464 -250 464

2021/22
R’000

Effective interest rate Non-interest Total
interest rate movement: bearing R’000
Floating

Year ended 31 March 2022

Current financial assets 411% 10111 501 178 733 10 290 234
Cash and cash equivalents n/a - 108 492 108 492
Investments 4.11% 10 111 501 - 10 111 501
Trade and other receivables n/a - 70 241 70 241
Current financial liabilities n/a - -277 829 -277 829
Trade and other payables n/a - -277 829 -277 829
28. Contingent liabilities
2022/23 2021/22
Notes R’000 R’000

The following contingent liabilities exist:

Application to retain accumulated surplus as at

year end 28.1 10 857 956 7 755 997
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Contingent liabilities continued...

28.1 Application to retain accumulated surplus

The NSF will be applying for the retention of its accumulated surplus at the financial year ending 31 March 2023
in terms of section 53(3) of the PFMA from National Treasury. In terms of National Treasury Instruction Note 12
of 2020/21, the surplus balance to be applied for is calculated as follow:

2022/23 2021/22

R’000 Restated

R’000

Cash and cash equivalents at the end of the year 13 398 405 10219 993
Add: Receivables 15156 70 241
Less: Current liabilities (2 555 605) (2 534 237)
Surplus (application for retention to be submitted 10 857 956 7 755 997

to the National Treasury)

The NSF’s application for retention of accumulated surplus will take into consideration contractual commitments
and earmarked funds, as well as the skills development levy allocation on the NSF meeting its existing contractual
and constructive commitments.

29. Contingent assets

2022/23 2021/22
Notes R’000 R’000

Opening balance 9139 16
Projects handed over to the State Attorney’s Office 29.2 - 3357
Rubicon Communications project 29.1.2 - 2 699
Emanzini Staffing Solutions project 29.1.3 - 3067
Total 9139 9139

NSF ANNUAL REPORT 2022/23 175



Notes to the annual financial statements
Annual Financial Statements for the year ended 31 March 2023

Contingent assets continued...

29.1 Legal claims instituted by the NSF

29.1.1 Centre for Education Policy Development

The DHET, through the NSF, approved funding towards the Centre for Education Policy Development (CEPD)
for two projects:

1) Capacity development project for student leadership and organisations in South African post-school
institutions. The project duration was approved for 1 July 2015 until 31 May 2019, with an approved budget
of R27 430 454.70.

2) Building a progressive network of critical research and public engagement towards a democratic post-
schooling sector (EPC Il project). The project duration was approved for 1 August 2012 until 31 December
2017, with an approved budget of R88 924 557.85.

On 14 June 2017, CEPD informed the DHET advising of its operational risks and challenges and the challenge
regarding its continued existence. In the correspondence, CEPD also indicated the Board of Trustees’ inclination
to have the CEPD wound-up owing to the difficult financial position (i.e. failing to meet its financial and other
obligations) in which the CEPD found itself and alternative propositions to ensure the continuance and successful
completion of the project.

The CEPD Board of Trustees subsequently took a resolution to approach the court and apply for a sequestration
order for CEPD. Based on the above, the Director-General wrote a letter to the Director of the CEPD and
the Board of Trustees formally notifying them that DHET is terminating the agreement forthwith effective 25
July 2017.

Since the decision was taken to be sequestrated, the NSF requested the DHET to register itself as one of the
creditors of the CEPD to recoup any possible remaining project funds. The request for the DHET to register as a
creditor was on the basis that the MoAs was between DHET and the CEPD and not between the NSF and the
CEPD. Hence, the NSF could not register as a creditor. DHET, however, failed to register a creditor of the CEPD
and hence some of the NSF project funds could not be recouped.

No information was forthcoming as at 31 March 2023.

29.1.2 Rubicon Communications

Rubicon was approved by the NSF to implement a Learnership Programme: National Certificate in Clothing,
Textile, Footwear and Leather Manufacturing Process at the NQF L2. The value of the project is R4 138 750.00,
to benefit 100 beneficiaries for a period of 12 months. Rubicon was paid the first tranche payment of R2
699 968.75 on 6 November 2018 but failed to account for it. There is slow progress from the Office of the
State Attorney. On 9 September 2022, the State Attorney advised they were in the process of appointing
an advocate to attend on the matter. They will also appoint a tracing agent to trace the directors of Rubicon
Communications CC.
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Contingent assets continued...

29.1.3 Emanzini Staffing Solutions

Emanzini was awarded a work-integrated learning (WIL) project to the value of R31 768 800.00 (thirty-one
million seven hundred and sixty-eight thousand eight hundred rand) to place 488 (four hundred and eighty-eight)
learners during the period of 1 September 2016 to 31 March 2019. During the reporting period, there were so
many inaccuracies identified by the NSF project team, as a result of that, Emanzini was requested to correct the
identified inaccuracies. However, Emanzini failed to correct such inaccuracies and was requested to pay back
the amount of R3 066 607.75 that they did not account for to the NSF’s satisfaction. Emanzini failed to pay
back the amount and offered to pay R792 000.00 only as a full and final settlement. The offer was rejected by
the NSF hence the looming legal action against Emanzini.

The matter has since been prescribed at the hands of the Office of the State Attorney.

29.2 Projects handed over to the State Attorney’s Office

29.2.1 Mabusha Business Enterprise

Mabusha Business Enterprise (Pty) Ltd was awarded R10 343 560 to roll out training to benefit 200 leaners in
Furniture Making and Clothing Textile. The last amount disbursed to Mabusha is R2 277 961.04 which Mabusha
could not account for to the NSF’s satisfaction, hence the process through the State Attorney to recoup. The
matter was due to be heard on 18 August 2022. However, the matter was removed from the court roll because
the appointed counsel failed to include the MoA on the courts file. The matter is due to be re enrolled at the
same court.

29.2.2 Elgin Community College

The DHET, through the NSF, approved grant funding amounting to R7 043 077.50 to the Elgin Community
College (ECC) to execute the NSF Rural Development, Cooperatives Small, Medium-Micro-sized Enterprise
Development Programme to benefit 150 learners over a period of 12 months. During the October-December
2019 financial reporting period, it was found that there were unauthorised over-expenditures attributed to some
budget line items by ECC amounting to R287 4283.13 (two hundred and eighty-seven thousand four hundred
and twenty-three rand and thirteen cents) which was in contravention of the signed MoA. NSF tried to engage
ECC regarding the amounts due to the NSF without success. The matter has been duly registered with the
state attorney.

Elgin College attorneys lodged an application in terms of Rule 60A of the Rules of the Magistrates Court. A letter
to the attorneys for Elgin College was drafted by the Advocate who was briefed by the State Attorney on behalf
of the NSF. The essence of the said letter was to request Elgin College to withdraw the abovementioned Rule
B60A application. The attorneys for Elgin Collage accepted the request and thus undertook to stay (halt) the Rule
B60A application pending the arbitration process. The Office of the State Attorney requested the NSF to suggest
five names of mediators in order to appoint a mediator. The letter listing the recommended mediators was sent
to the Office of the State Attorney. The Office of the State Attorney have indicated that they will approach the
attorneys and agree on appointing a mediator and send out quotes and take them to the briefing committee in
terms of their briefing policy.
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Contingent assets continued...

29.2.3 Aviwe Business Development Services

The DHET, through the NSF, approved funding to Aviwe Business Development Services (BDS) CC to the
amount of R12 362 500.00 (twelve million three hundred and sixty two thousand five hundred rand) to benefit
200 Gauteng-based youth in the media sector as to benefit 200 learners with radio production NQF Level 5
and film and television. Aviwe BDS CC implemented the training that saw a total of 191 of the total 200 learners
receiving their NQF level 5 certificates from the MICT SETA. During the close-out period, the NSF noted an
unauthorised expenditure amounting to R364 000.45 (three hundred and sixty four thousand rand forty five
cents) which was not utilised in accordance with the signed MoA. The NSF tried to engage Aviwe BDS CC
regarding the amounts due to the NSF without success. The matter was then handed over to the Office of the
State Attorney to recoup the NSF funds from Aviwe BDS CC. The Office of the State Attorney has confirmed
receipt of the NSF instructions and the matter has been allocated to the relevant legal practitioner. The Office
of the State Attorney has issued a letter of demand against Aviwe BDS, and due to the loss of the flash drive
where the summons were saved, the summons will be drafted once again.

29.2.4 llinge Labantu Debt Collection

The DHET, through NSF, approved funding to llinge Labantu CC (llinge Labantu) to the amount of R4 274
125.00 (four million two hundred and seventy four thousand one hundred and twenty five rand) to benefit 150
(one hundred and fifty) learners to implement skills programmes and learnership programmes for a period of 13
months. On 21 July 2020, the NSF, in line with its processes, advanced a payment of first tranche amounting to
R1 536 399,38 (one million five hundred and thirty six thousand three hundred and ninety nine rand and thirty
eight cents) to enable the llinge Labantu to start with the implementation of the project.

A further funding amounting to R578 645.63 (five hundred and seventy eight thousand six hundred and forty five
rand and sixty three cents) was further paid to llinge Labantu for COVID-19 PPE.

During the period of October to December 2021, the NSF held a meeting with llinge Labantu to verify Invoices
and expenditure for the quarter, and reviewed the submitted bank statements and noted that llinge Labantu
made unauthorised transactions amounting to R428 000.00 (four hundred and twenty eight thousand rand)
from the NSF dedicated account.

Non-compliance letters were issued to llinge Labantu to refund the NSF but to date, the funds have not been
refunded. The matter was then handed over to the Office of the State Attorney to recoup the NSF’s funds. The
Office of the State Attorney has confirmed receipt of the NSF’s instructions and the matter has been allocated
to the relevant legal practitioner. The summons have been issued and served upon the defendants.

The Office of the State Attorney is in the process of initiating default judgement.
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30. Related party transactions

The NSF reports to the Minister of Higher Education, Science and Innovation, who oversees two departments,
namely the Department of Higher Education and Training (DHET) and the Department of Science and Innovation
(DSI). Accordingly, the NSF transacts with a number of related parties within the DHET.

All related party transactions that occurred during the current financial year were at arm’s-length and in the
normal course of business, in accordance with the mandate of the NSF.

30.1 Relationships

-Department Department of Higher Education and Training (DHET)
-Advisory body within the DHET National Skills Authority (NSA)
-Entities under the DHET Quallification Council for Trades and Occupations (QCTO)

South African Qualifications Authority (SAQA)

National Student Financial Aid Scheme (NSFAS)

Agricultural SETA (AGRISETA)

Bank SETA

Culture, Arts, Tourism and Hospitality SETA (CATHSETA)

Construction Education and Training Authority (CETA)

Chemical Industries Education and Training Authority (CHIETA)

Education Training and Development Practices SETA (ETDP SETA)

Energy and Water SETA (EWSETA)

Finance and Accounting Services SETA (FASSET)

Food and Beverages SETA (FOODBEYV)

Fibre Processing and Manufacturing SETA (FP&M SETA)

Health and Welfare SETA (HWSETA)

Insurance SETA (INSETA)

Local Government SETA (LGSETA)

Manufacturing, Engineering and Related Services SETA (MERSETA)

Media, Information and Communication Technologies SETA

(MICTSETA)

Mining Qualifications Authority (MQA)

Public Sector SETA (PSETA)

Safety and Security SETA (SASSETA)

Services SETA

Transport Education and Training Authority (TETA)

Wholesale and Retail SETA (W&RSETA)

National Institute for Humanities and Social Sciences (NIHSS)

Human Resource Development Council of South Africa (HRDCSA)
-Entities under the DS Academy of Science South Africa

Council of Scientific and Industrial Research Human Sciences

Research Council

National Advisory Council on Innovation National Research

Foundation

South African Council for Natural Scientific Professions South

African National Space Agency

Technology Innovation Agency
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Related party transactions continued...

-TVET colleges controlled by the DHET ~ Motheo TVET College
Vuselela TVET College
Taletso TVET College
Orbit TVET College
South West Gauteng TVET College
Ekurhuleni East TVET College
Ekurhuleni West TVET College
Sekhukhune TVET College
Vhembe TVET College
Mopani South East TVET College
Waterberg TVET College
Northern Cape Rural TVET
Sedibeng TVET College
Capricorn TVET College
Western Gauteng TVET College
Maluti TVET College
Goldfields TVET College
College Johannesburg TVET
North Link TVET College
College of Cape Town TVET College
False Bay TVET College
South Cape TVET College
East Cape Midlands TVET College
West Coast TVET College
Umgungundlovu TVET College

- Public universities, over which the Cape Peninsula University of
Minister of Higher Education, Science Technology

and Innovation has significant Central University of Technology
influence Durban University of Technology
Mangosuthu University of Technology
Nelson Mandela University
North-West University
Rhodes University
Sefako Makgatho Health Sciences
University
Sol Plaatje University
Stellenbosch University
Tshwane University of Technology
University of Cape Town
University of Fort Hare
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Mnambithi TVET College
Thekwini TVET College
Mthashana TVET College
Nkangala TVET College

Gert Sibande TVET College
Umfolozi TVET College
Buffalo City TVET College
Flavius Mareka TVET College
Letaba TVET College

King Hintsa TVET College
Tshwane North TVET College
Tshwane South TVET College
lkhala TVET College

Boland TVET College
Lephalale TVET College
Northern Cape Urban TVET
Ingwe TVET College Central
Lovedale TVET College

Port Elizabeth TVET College
Majuba TVET college

King Sabata TVET College
Esayidi TVET College
Coastal TVET College
Ehlanzeni TVET College
Elangeni TVET College

University of Johannesburg
University of KwaZulu-Natal
University of Limpopo
University of Mpumalanga
University of Pretoria
University of South Africa

University of Free State
University of Western Cape
University of Witwatersrand
University of Venda
University of Zululand

Vaal University of Technology
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Related party transactions continued...

Members of senior management

Executive Officer

Chief Financial Officer

Chief Director: Strategy, Innovation and Organisational Performance
Chief Director: Skills Development Implementation

Director:
Director:
Director:
Director:
Director:
Director:
Director:
Director:
Director:
Director:
Director:
Director:
Director:
Director:

Public Relations and Communications
Programme Monitoring

Regional Skills Development Monitoring *4
ICT and Analytics

Legal, Governance, Risk and Compliance
Internal Audit

Human Resource Management and Development
Bursaries

Fund Management

Supply Chain Management

Financial Planning and Reporting

Financial Management and Administration
Strategy, Innovation and Partrnerships
Organisational Performance and Reporting
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Related party transactions continued...

30.2 Related party transactions

30.2.1 Related party transactions: Operating expenses

2022/23 2021/22
R’000 R’000
Shared services charged by the DHET (10 881) (14 954)
30.2.2 Related party transactions: Skills development funding
2022/23 2021/22
R’000 R’000
Boland TVET College 4 030 -
Buffalo City TVET College 2852 7 096
Cape Peninsula University of Technology 4 998 2794
Capricorn TVET College - 625
Coastal TVET College 6 536 6 870
College of Cape Town TVET College 6 240 355
East Cape Midlands TVET College 5565 16 048
Ekurhuleni East TVET College 289 23 501
Ekurhuleni West TVET College 243 10 305
Elangeni TVET College 3 449 -
False Bay TVET College 3330 11 930
Flavius Mareka TVET College - 533
Goldfields TVET College 9127 -
lkhala TVET College - 2523
Ingwe TVET College 7 984 8592
Lephalale TVET College - 13373
Lovedale TVET College 7216 4 255
Majuba TVET college 6 148 -
Maluti TVET College 4917 -
Mnambithi TVET College 11 649 162
Mopani South East TVET College 8014 18 572
Mthashana TVET College - 10 954
Nelson Mandela University 79 049 48 208
Nkangala TVET College 1549 4 280
North Link TVET College 6 257 -
Northern Cape Urban TVET College 3922 2080
Port Elizabeth TVET College 9947 9110
Sedibeng TVET College - 2 433
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Related party transactions continued...

Sekhukhune TVET College

South Cape TVET College

South West Gauteng TVET College
Thekwini TVET College

Tshwane North TVET College
Tshwane South TVET College
Umfolozi TVET College

Umgungundlovu TVET College
University of Cape Town

University of Western Cape
Vhembe TVET College

Vuselela TVET College

Waterberg TVET College

West Coast TVET College
Department of Higher Education and Training
Northern Cape Rural TVET College
King Hintsa TVET College

Esayidi TVET College

King Sabata TVET College

QCTO

NIHSS

HRDCSA

NSA

2022/23
R’000

5813
459
833

4 881

2074

11 263

11 758
2274
7877

993
6274
228 111
2 385

7 370
10129
1885
3102
102 435
3 897
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2021/22
R’000
12103
3244

2 971
4 057
17 559

4 093
2 156
17 161
4515
23 107
158 241

5102
135 106

18 272
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30.2.3 Related party outstanding balances: Skills development funding

2022/23 2021/22
R’000 R’000

NSFAS 2 063 743

DHET 77 240 516
Coastal TVET College 4729 -
University of Cape Town 1219 2 377
Thekwini TVET College 1008 -
Buffalo City TVET College 871 -
Elangeni TVET College 524 -
Boland TVET College 183 -
NRF 138 799 10 071
NSA - 12
QCTO - 74
East Cape Midlands TVET College - 5350
Ekurhuleni East TVET College - 2709
Ingwe TVET College - 329
Majuba TVET college - 3359
Maluti TVET College - 296
Mopani South East TVET College - 3198
Nkangala TVET College - 747
Northern Cape Urban TVET College - 218
Sekhukhune TVET College - 3639
South West Gauteng TVET College - 161
Tshwane South TVET College - 1349
Vuselela TVET College - 1738
Waterberg TVET College - 11 366
Cape Peninsula University of Technology - 2794
Central Johannesburg TVET College - 791
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31. Defined contribution plan

The NSF provides for retirement benefits for all its permanent employees through a defined contribution scheme
to the Government Employees Pension Fund (GEPF) that is subject to the Pension Funds Act, 1956 (Act 24 of
1956) as amended. In terms of the Pension Funds Act, 1956 (Act 24 of 1956), the fund is not required to be
actuarially valued.

The NSF’s liability is limited to its considerations made.

2022/23 2021/22
Notes R’000 R’000
Contributions for the year included in employee cost (8 290) (7 683)
21. (8 290) (7 683)
32. Operating lease rental
2022/23 2021/22
R’000 R’000
NSF as lessee
Future lease payments under non-cancellable
operating leases:
Photocopy machines 915 68
Due within one year 354 68
Due within two to five years 561 -
Later than five years - -
Parking 298 347
Due within one year 298 347
Due within two to five years - -
1213 415

Minimum lease payments for photocopy machines recognised as an expense during the period amount to
R131 277 (2021/22: R140 957). Leased machinery is contracted for the remaining periods of two and five years,
with renewal options available in certain instances.

Minimum lease payments for parking recognised as an expense during the period amount to R369 676 (2021/22:
R343 468). The contract for parking service ended on 31 March 2023, the department is currently extending the
parking contract to nine months.

Future minimum lease payments are calculated using the straight-line method over the lease term.
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33. Notes to the statement of comparison of budget and actual amounts

33.1 Revenue from non-exchange transactions

The actual revenue received from non-exchange transactions is under the budgeted revenue by 2% due to a
decrease in the skills development levy collected at the reporting date.

34. Revenue from exchange transactions

The actual revenue received from exchange transactions is over budget by 29,4 % which is made up of the
finance income from investment and finance income from advance payments to skills development programmes
and projects as indicated below.

34.1 Finance income

The actual revenue received from exchange transactions is over budget by 32,6% due to the increase in the
balance of the NSF’s PIC investment account.

34.2 Finance income from advance payments to skills development programmes and projects

The actual revenue received from non-exchange transactions is under budget by 13%. This can be attributed
to the slow turnaround time in the approval processes of new projects within the NSF. Externally, the DHET has
contributed to the delays in the approval of submissions. Furthermore, delays in new project registrations and
delays in the first tranche payments also contributed to the underspending, as well as the low finance income
earned from advance payments to projects. Furthermore, a number as of projects during the interim period
resulting in the under collection of the finance income from advance projects

35. Skills development funding expenses

The NSF expensed R1,166 billion towards skills development funding which is R2,523 billion under the budget
of R3,690 billion as at 31 March 2023. The underspending is attributed to the slow turnaround time in the
approval processes of new projects internally within the NSF and externally from DHET in terms of delays in
approval of submissions. Furthermore, delays in new project registrations and delays in the payments of first
tranche payments also contributes to the underspending.

36. Employee cost

The actual employee cost is 23,6% below the budgeted employee costs. The reason for the underspending
is mainly due to the high vacancy rate. The employee cost was budgeted based on the approved
organisational structure.
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37. Operating expenses

The actual operating expenses are 37% below the budgeted operating expenses due to a delay in
procurement services.

The key driver of the NSF’s operating expenses relates to the NSF’s staff establishment, which mainly drives the
following operating expenditures: computer services and consumables provided to NSF staff.

38. Management fees and bank charges
Management fees and bank charges are 20,6% over the budget. The increase in the PIC’s management fees

and bank charges can be ascribed to the movement in NSF investments since the PIC bases its fees on the
remaining balance at the end of each month.

39. Collection costto SARS

Levy collection costs

There was a saving of 22,9% (R14 million) on the actual levy collection costs incurred by SARS for the period
in comparison to the costs budgeted.

40. lrregular expenditure

Reconciliation of irregular expenditure:

2022/23 2021/22

R’000 Restated

Notes R’000

Irregular expenditure incurred during the year - 1 305 662
-Exceeded approved budget to fund NSFAS shortfall - 1305662

Less: Amounts condoned - -

Irregular expenditure awaiting condonation - 1 305 662

Analysis of irregular expenditure per age classification:

2022/23 2021/22

R’000 Restated

R’000

Current year - 1 305 662
Total - 1 305 662
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Contravention of Section 53(3) of the PFMA (NSFAS shortfall)

The NSF was requested to fund the NSFAS shortfall to the value of R3,3 billion to benefit 48 919 students
for the 2021 academic year. The Ministerial approval of the R3,3 billion funding was earmarked for the NSF
to augment the 2021 NSFAS shortfall for the 2021 academic year, and to provide re-imbursement funding to
48 919 learners funded by NSFAS. The initial budget was based on the anticipated levies and total revenue to be
received as per the estimates from National Treasury which amounted to R4,4 billion for the 2021/22 financial
year. The NSF did not consider the R3,3 billion request when revising the 2021/22 budget and did not obtain
approval from National Treasury. The entity incurred a deficit due to the disbursement of R3,3 billion towards
the NSFAS shortfall.

Section 53(3) of the PFMA prohibits a public entity from budgeting for a deficit and may not accumulate surpluses
unless the prior written approval from National Treasury has been obtained.

As at 31 March 2023, the matter is with Internal Audit at the determination stage.

41. Fruitless and wasteful expenditure disclosure

Reconciliation of fruitless and wasteful expenditure

2022/23 2021/22

Notes R’000 R’000

Motheo Construction Group 41.2 - 3824

Chris Hani Institute 41.3 - 2534
Amounts recovered

Chippa Training Academy 411 (81) -

Closing balance (81) 6 358

41.1 Chippa Training Academy

The DHET, through the NSF, approved funding towards the Chippa Training Academy for the period 6 July 2017
to 31 October 2018. A timeframe extension was approved for the 2nd phase from 1 August 2019 to 31 March
2020. The initial amount approved was R84 167 125.00. A further amount of R13 664 000.00 was approved
through a change request bringing the total amount to R97 831 215.00.

Current Status:

Internal audit was appointed to conduct a determination test to establish whether fruitless and wasteful
expenditure was incurred. The determination test concluded that the possible fruitless and wasteful expenditure
amounts to R486 115.00. Chippa acknowledged the debt and agreed to pay the money back to NSF in six
monthly installments. The amount of R81 019.87 has been received from Chippa to date.

41.2 Motheo Construction Group

Additional works/delays caused by foundation changes and late establishment.

41.3 Chris Hani Institute

Duplicate claim of expenditure.
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42. Principal-agent arrangements

GRAP 109 defines a principal-agent arrangement as a binding arrangement in which one entity (an agent),
undertakes transactions with third parties on behalf and for the benefit of another entity (the principal).

Principal-agent arrangements are in place between the NSF and the following parties:

42.1 Principal-agent arrangement between the NSF and PIC
Description of the arrangement and transactions undertaken:

A principal-agent arrangement exists between the NSF and PIC related to the management of the NSF’s
investments with financial institutions for the benefit of the NSF and therefore the PIC is the agent, and the
NSF is the principal. To manage the NSF’s investments, the PIC is entitled to the following management fee: An
annual fee of 2,5 basis points (0,025%) paid monthly in arrears based on the daily market value of the NSF’s
investment portfolio.

Principal vs agent and significant judgements applied in this assessment:

The NSF is the principal in the principal-agent arrangement with the PIC. The NSF made a significant judgement
that the PIC does not have the power to determine the significant terms and conditions of the investment
transactions with other financial institutions (third parties) for the investment of NSF funds in the financial
instruments of those institutions. The determination of the financial instruments to be invested in, the credit
ratings thereof and the limits for investment in the different financial instruments are determined by the NSF
according to the NSF’s Credit Risk Policy and Limits, which is an annexure to the Investment Management
Agreement. The judgement of the NSF is that due to the NSF’s Credit Risk Policy and Limits, the PIC does not
have the power to affect the result of the investment transactions.

Significant terms and conditions of the arrangements:

The binding principal-agent arrangement between NSF and PIC is evidenced by the Investment Management
Agreement signed between the parties. The following is a summary of the significant terms and conditions as
contained in the Investment Management Agreement:

+  The NSF appoints the PIC as investment manager to make, manage and administer investments for the
NSF on the terms and conditions in the Investment Management Agreement;

+  The NSF reserves the right to terminate the Investment Management Agreement by giving the PIC one
month’s written notice to that effect. All funds and any other asset held by the PIC on behalf of the NSF
shall be deposited into the NSF’s bank account and/or the NSF’s other investment manager upon such
notice.

. The PIC shall be responsible for formulating the investment strategy, objectives and guidelines, monitoring
the performance of the NSF’s investment portfolio, making changes to the investment guidelines where
necessary, from time to time by a reasonable prior notice to the NSF and restructuring the NSF’s investment
portfolio in line with the NSF’s Investment Strategy and Investment Policy, determining the suitability or
assess the risks of such investments in terms of and in accordance with the Credit Risk Policy and Limits.

*  There are other terms and conditions further contained in the Investment Management Agreement
There were no significant changes to the arrangement during the current financial year.

Principal agent arrangements continued...
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Purpose of the principal-agent relationship and any significant risks (including any risk mitigation
strategies) and benefits associated with the relationship:

A principal-agent arrangement exists between the NSF and PIC related to the management of NSF investments
with financial institutions for the benefit of the NSF and therefore, the PIC is the agent and the NSF is the
principal. To manage the NSF’s investments, the PIC is entitled to the following management fee: An annual
fee of 2,5 basis points (0,025%) paid monthly in arrears based on the daily market value of the NSF’s
Investment Portfolio.

The benefit of this relationship between NSF and PIC is that synergies for investment management are attained.
It is more cost-efficient and effective for the PIC to leverage its existing investment management systems and
capacity to manage the NSF’s investment on behalf of the NSF than for NSF to establish its own investment
management systems and capacity. The significant risk associated with the PIC relations is non-compliance with
the NSF’s Credit Risk Policy and Limits. The risk is mitigated through monthly monitoring reports and quarterly
NSF investment committee meetings, which provide oversight over the NSF’s investments in compliance with
the NSF’s Credit Risk Policy and Limits.

Resources (including assets and liabilities) of the NSF that are under the custodianship of the PIC:

The NSF’s investments under the custodianship of the PIC are disclosed in note 5 of the Annual
Financial Statements.

Fee paid as compensation to the PIC:

The management fees and expenses paid by the NSF to PIC amounts to R3 304 000 (2021/22: R2 795 000),
which is disclosed in note 5 of the Annual Financial Statements.

Resource or cost implications for the NSF if the principal-agent arrangement is terminated:

There are no foreseen cost implications for the NSF if the principal-agent arrangement with the PIC is terminated.
Clause 3.2 of the Investment Management Agreement states that the NSF reserves the right to terminate the
Investment Management Agreement by giving the PIC one month’s written notice to that effect. All funds and
any other asset held by the PIC on behalf of the NSF shall be deposited into the NSF’s bank account and/or the
NSF’s other investment manager upon such notice.

42.2 Principal-agent arrangement between the NSF and DHET related to the TVET college
infrastructure development project
Description of the arrangement and transactions undertaken:

A principal-agent arrangement exists between the NSF and DHET related to the handing over of completed
TVET college campuses to the respective TVET colleges (beneficiaries) for the benefit of the NSF, and therefore,
the DHET is the agent and the NSF is the principal.

Principal vs agent and significant judgements applied in this assessment:

The NSF is the principal in the principal-agent arrangement with the DHET. The NSF made a significant
judgement that the DHET does not have the power to determine the significant terms and conditions of the
handing over of the TVET college campuses to the respective TVET colleges as the TVET colleges that benefit
are pre-determined.

Significant terms and conditions of the arrangement:
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The binding principal-agent arrangement between the NSF and DHET is evidenced by the MoA signed between
the parties. The following is a summary of the significant terms and conditions of the principal-agent arrangement
between the NSF and DHET:

. The preamble to the contract states that the DHET is tasked with the project management for the TVET
college campus development and will act as an agent between the NSF and the TVET colleges, the
beneficiaries of the infrastructure development funded by the NSF and SETAs.

. DHET undertakes to manage the project effectively, ensuring that the expense relate to the TVET college
campus development.

. DHET undertakes to ensure that all procurement of the TVET college campus development adheres to the
requirements of the PFMA and related Treasury Regulations.

. DHET undertakes to pay the expenses incurred with the TVET college campus development project and
provide the NSF with all relevant supporting documents in relation to the expenses incurred for funding by
the NSF.

. DHET undertakes to provide and assist the NSF with all relevant supporting documentation as the NSF,
the NSF’s auditors, employees or agents, may require with regards to the TVET college infrastructure
development.

. DHET undertakes to report monthly to the NSF regarding the progress of the TVET college
infrastructure development.

. DHET shall, within two calendar months after the date of completion of the project, refund to the NSF any
unspent funds still in the DHET’s possession or under its control.

. The NSF shall pay DHET monthly in advance for the projected TVET college infrastructure development
expenses to be incurred or re- imburse DHET for the expenses already incurred with regards to the TVET
college infrastructure development project.

«  The NSF shall keep a proper record of all payments and expenses that NSF reimbursed in relation to the
TVET college infrastructure development project.

Purpose of the principal-agent relationship and any significant risks (including any risk mitigation
strategies) and benefits associated with the relationship:

A principal-agent arrangement exists between the NSF and DHET related to the handing over of the completed
TVET college campuses to the respective TVET colleges, for the benefit of the NSF, and therefore, the DHET is
the agent and the NSF is the principal.

The benefit of this relationship between NSF and DHET is that DHET as the custodian of the TVET college
system and undertakes all the required procurement and stakeholder negotiations to ensure the project is a
success. The significant risks associated with the relations with DHET is non-compliance with SCM legislation
and budget overruns on the TVET college infrastructure development. The risk is mitigated through the
monitoring of the project and through the involvement of probity officers in the procurement process, which
provides oversight of the SCM processes followed.

Fee paid as compensation to DHET:

There are no management fees paid to the DHET for managing the construction and handing over of the
completed TVET colleges to the respective TVET colleges.
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Principal-agent arrangements continued...

Resources (including assets and liabilities) of the NSF that are under the custodianship of the DHET:

The following TVET college campus assets and other (as disclosed in note 4 to the Annual Financial Statements)
are under construction and has not yet been handed over to the respective TVET colleges and are therefore
under the custodianship of the DHET:

TVET college campus assets 2022/23 2021/22

and other R’000 R’000
college impairment value impairment value
Aliwal North Ikhala - - - 136 983 - 136 983
Balfour Gert Sibande 155 953 -| 155953 137 812 - 137 812
Bhambanana | Umfolozi 196 523 -| 196 523 196 523 - 196 523
Graaff-Reinet | Eastcape - - - 121 903 - 121 903
Midlands
Greytown Umgungundlovu - - - 151 873 - 151 873
Kwagqikazi Mthashana - - - 115579 - 115579
Msinga Umgungundlovu | 165 092 -1 165092 160 819 - 160 819
Ngqgungqushe | Ingwe 181 283 - 1812883 177130 - 177130
(Lusikisiki)
Sterkspruit Ikhala 205412 - 205412 179186 - 179186
Total 904 263 -| 904263 | 1377 808 - 1377808

Resource or cost implications for the NSF if the principal-agent arrangement is terminated:
There are no foreseen significant cost implications for the NSF if the principal-agent arrangement with the DHET
is terminated as no clauses in the Memorandum of Agreement (MoA) have been stipulated.

42.3 Principal-agent arrangement between the NSF and NSFAS

Description of the arrangement and transactions undertaken:

A principal-agent arrangement exists between the NSF and NSFAS related to the administration and payment
of bursaries to students with regards to the respective bursary schemes funded by the NSF for the benefit of the
NSF. Therefore, the NSFAS is the agent, and the NSF is the principal.

Principal vs agent and significant judgements applied in this assessment:

The NSF is the principal in the principal-agent arrangement with NSFAS. The NSF made a significant judgement
that the NSFAS does not have the power to determine the significant terms and conditions of the bursary
schemes as the NSF determines the criteria of the bursary schemes.
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Principal- agent arrangements continued...
Significant terms and conditions of the arrangement:

The binding principal-agent arrangement between the NSF and NSFAS is evidenced by the contractual
agreement signed between the parties. The following is a summary of the main terms and conditions:

. The NSFAS is appointed to implement the bursary schemes as defined by the NSF from time to time and
that the NSF shall provide funding, therefore.
. The NSF defines the eligibility criteria of the respective bursary schemes from time to time.

. The NSFAS must award the bursaries to the qualifying candidates as per the eligibility criteria of the bursary
schemes, which is defined by the NSF.

. The NSFAS must report back to the NSF on the use of funds towards bursaries and who the beneficiaries
are that have been awarded the bursaries and how they are progressing.

. The NSFAS receives a marginal percentage of the funding to administer the bursary schemes (+-5%)

There were no significant changes to the arrangement during the current financial year.

Purpose of the principal-agent relationship and any significant risks (including any risk mitigation
strategies) and benefits associated with the relationship:

A principal-agent arrangement exists between the NSF and NSFAS related to the administration and payment
of bursaries to students on NSF-funded bursary schemes, for the benefit of the NSF. Therefore, the NSFAS is
the agent and the NSF is the principal.

The benefits of this relationship between the NSF and NSFAS is that the NSFAS already has a bursary
administration system in place, which does not require the NSF to duplicate such systems. The significant risks
associated with the relationship with NSFAS is non-payment of the bursary funding to the intended bursary
holders and their universities and non-adherence to the bursary scheme criteria. The risk is mitigated through
monitoring of the bursary schemes by the NSF.

Resources (including assets and liabilities) of the NSF that are under the custodianship of the NSFAS:

2022/23 2021/22

R’000 R’000

Deferred expenditure related to skills development funding 346 841 -
Accruals related to skills development funding - 12 403

Resource or cost implications for the NSF if the principal-agent arrangement is terminated:

There are no foreseen cost implications for the NSF if the principal-agent arrangement with the NSFAS is
terminated other than to settle any bursary funds that NSFAS have paid over to students and their universities,
which may not have been settled yet by NSF, including the management fees thereon.

42.4 Principal-agent arrangement between the NSF and NRF

Description of the arrangement and transactions undertaken:

A principal-agent arrangement exists between the NSF and NRF related to the administration and payment of
bursaries to students with with regards to the respective bursary schemes funded by the NSF for the benefit of
the NSF. Therefore, the NRF is the agent, and the NSF is the principal.

NSF ANNUAL REPORT 2022/23 193



Notes to the annual financial statements
Annual Financial Statements for the year ended 31 March 2023

Principal-agent arrangements continued...
Principal vs agent and significant judgements applied in this assessment:
The NSF is the principal in the principal-agent arrangement with the NRF. The NSF made a significant judgement

that the NRF does not have the power to determine the significant terms and conditions of the bursary schemes
as the NSF determines the criteria of the bursary schemes.

Significant terms and conditions of the arrangement:
The binding principal-agent arrangement between NSF and NRF is evidenced by the contractual agreement
signed between the parties. The following is a summary of the main terms and conditions:

. The NRF is appointed to implement the bursary schemes as defined by NSF from time to time, and the
NSF shall provide funding therefore.

. The NSF defines the eligibility criteria of the respective bursary schemes from time to time.

. The NRF must award the bursaries to the qualifying candidates as per the eligibility criteria of the schemes
defined by the NSF.

. The NRF must report back to the NSF on the use of funds towards bursaries and who the beneficiaries are
that have been awarded the bursaries, and how they are progressing.

+  The NRF receives a marginal percentage of the funding to administer the bursary schemes (+-5%)
There were no significant changes to the arrangement during the current financial year.

Purpose of the principal-agent relationship and any significant risks (including any risk mitigation
strategies) and benefits associated with the relationship:

A principle-agent arrangement exists between the NSF and the NRF related to the administration and payment
of bursaries to students on NSF funded bursary schemes, for the benefit of the NSF. Therefore, the NRF is the
agent and the NSF is the principal.

The benefits of this relationship between NSF and NRF is that the NRF already has a bursary administration

system in place, which does not require the NSF to duplicate such systems. The significant risks associated
with the relationship with NRF is non-payment of the bursary funding to the intended bursary holders and their
universities and non-adherence to the bursary scheme criteria. The risk is mitigated through monitoring of the
bursary schemes by the NSF.

Resources (including assets and liabilities) of the NSF that are under the custodianship of the NRF:

2022/23 2021/22
R’000 R’000

Accruals related to skills development funding (138 799) -
Payments related to skills development programmes and projects - 461 730
Skills development funding expense - 15745

Resource or cost implications for the NSF if the principal-agent arrangement is terminated:

There are no foreseen cost implications for the NSF if the principal-agent arrangement with the NRF is terminated
other than to settle any bursary funds that NRF have paid over to students and their universities, which may not
have been settled yet by NSF, including the management fees thereon.
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42.5 Principal-agent arrangement between the NSF and DHET with regards to
international scholarships

Description of the arrangement and transactions undertaken:

A principal-agent arrangement exists between the NSF and the DHET related to the administration and payment
of bursaries to students for international scholarships, which are funded by the NSF for the benefit of the NSF.
Therefore, the DHET is the agent and the NSF is the principal.

Principal vs agent and significant judgements applied in this assessment:

The NSF is the principal in the principal-agent arrangement with the DHET. The NSF made a significant judgement
that the DHET does not have the power to determine the significant terms and conditions of the international
scholarship bursary schemes as the NSF determines the criteria of the bursary schemes.

Significant terms and conditions of the arrangement:

The binding principal-agent arrangement between the NSF and DHET is evidenced by the contractual agreement
signed between the parties. The following is a summary of the main terms and conditions:

. The DHET is appointed to implement the bursary schemes as defined by the NSF from time to time and
that the NSF shall provide funding therefore.

. The NSF defines the eligibility criteria of the respective bursary schemes from time to time.

. The DHET must award the bursaries to the qualifying candidates as per the eligibility criteria of the bursary
schemes, which is defined by the NSF.

. The DHET must report back to the NSF on the use of funds towards bursaries and who the beneficiaries
are that have been awarded the bursaries and how they are progressing.

There were no significant changes to the arrangement during the current financial year.

Purpose of the principal-agent relationship and any significant risks (including any risk mitigation
strategies) and benefits associated with the relationship:

A principal-agent arrangement exists between the NSF and DHET related to the administration and payment of
international scholarships to students on NSF-funded international scholarship schemes, for the benefit of the
NSF. Therefore, the DHET is the agent and the NSF is the principal.

The benefits of this relationship between the NSF and DHET is that the department already has an international
scholarship administration system in place, which does not require the NSF to duplicate such systems.
The significant risks associated with the relationship with the DHET is the non-payment of the international
scholarship funding to the intended international scholarship holders and their universities and non-adherence
to the international scholarship criteria. The risk is mitigated through monitoring the international scholarship
schemes by the NSF.
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Resources (including assets and liabilities) of the NSF that are under the custodianship of the DHET:

2022/23 2021/22

R’000 Restated

R’000

Deferred expenditure related to skills development funding 62 069 32 066
Accruals related to skills development funding - -
Payments related to skills development programmes and projects 37 909 -
Finance income from advance payments to skills development 36 30

programmes and projects

Skills development funding expense - 13 862

Resource or cost implications for the NSF if the principal-agent arrangement is terminated:

There are no foreseen cost implications for the NSF if the principal-agent arrangement with the DHET is terminated
other than to settle any international scholarship funds that the department has paid over to students and their
universities, which may not have been settled yet by the NSF, including the management fees thereon.
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43. Key management personnel

2022/23 2021/22
R’000 R’000

Basic salary |Bonuses and | Other Basic salary |Bonuses and |Other
and social performance |short term |and social performance |short term

contributions |related employee |contributions |related employee
payments benefits payments benefits

EXECUTIVE OFFICE

Executive Officer 1 606 60 180 2018 77 -
Director: Legal, 1 031 68 1 1109 67 -
Governance, Risk and

Compliance

Director: Public Relations 1032 52 14 1031 63 -
and Communications

Director: Internal Audit 1212 - - 1285 - -
Director: Human Resource 1032 - 273 - -
Management and

development

Sub-Total 5913 180 195 5716 207 -
FINANCE

Chief Financial

Officer (Acting) 1861 - 1613

Chief Financial Officer 528

Directors: Fund 566 2 2 66 -
Management

Directors: Financial - 76 -
Planning and Reporting

Directors: Financial 145 - 173 -
Planning and Reporting

(Acting)

Director: Supply Chain 10
Management 987 65 - 1061 64

Sub-Total 4 087 67 2 2 989 64 10
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Key management personnel continued...

2022/23 2021/22
R’000 R’000

Basic salary

SKILLS DEVELOPMENT
IMPLEMENTATION

Chief Director:
Skills Development
Implementation

Director: Initiation and
Evaluation

Director: Bursaries

Director: Programme
Monitoring

Director: Programme
Monitoring (acting)

Director: Regional Skills
Development Monitoring
(FS, NW & GP)

Director: Regional Skills
Development (LP & MP)

Director: Regional Skills
Development Monitoring
(KZN & EC)

Director: Regional Skills
Development Monitoring
(WC & NC)

Director: Regional Skills
Development Monitoring
(WC & NC) (Acting)

Sub-Total

STRATEGY, INNOVATION
AND ORGANISATIONAL
PERFORMANCE

Chief Director:
Strategy, Innovation
and Organisational
Performance

Director: ICT and Analytics
Director: Strategy,

Innovation and
Partnerships (Acting)

198

and social
contributions

Bonuses Other

and short term
performance | employee
related benefits
payments

Basic salary
and social
contributions

Bonuses
and
performance
related
payments

Other
short
term

employee
benefits

30 - - 189
1094 120 1 1175 100 -
1017 67 2 1093 93 -
- - 1075 73 -
15 - - - - -
973 64 - 1061 63 -
987 65 1032 63 -
1173 73 4 1175 71 -
- - 635 - 08

48

5337 389 7 7435 463 98
1230 63 1216 75 -
177 - - - - -
99 - - -
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2022/23 2021/22
R’000 R’000

Basic salary | Bonuses Other Basic salary | Bonuses Other

and social and short term | and social and short

contributions | performance | employee | contributions | performance | term
related benefits related employee
payments payments benefits

Director: Organisational
Performance and

Reporting (Acting) -99 - - - - -
Sub- Total 1 605 63 - 1216 75 0
TOTAL 16 942 699 204 17 356 809 108

Personnel remuneration is paid by the DHET and claimed back as part of the 10% administration fee. No
transactions were conducted with any family members of key management personnel during the current or
previous period under review.
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SUCCESS STORY
NSF SUPPORTS THE TRAINING OF DISABLED YOUTH

The Dynamic Youth Development Services (DYDS) is a skills
development initiative in the uMgungundlovu District, KwaZulu-
Natal. The training academy is supported by the NSF for a
learnership programme with a commitment of over R20 million.
From April 2021 to March 2024, the programme aims to train 100
unemployed young persons with disabilities. The technical support
system and end-user computer training will empower participants
to expand their skills and compete in the labour market. This NSF-
funded initiative aligns with South Africa’s developmental goals to
reduce poverty, alleviate unemployment and meet skills demand to

L E A D E R Q a : - contribute to creating a skilled and inclusive state.

NPO: 096-599
EBO: 9300-39221

COMMITMENTS AND
FARMARKED FUNDS

\ N
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ANNEXURE A

Commitments and Earmarked Funds as at 31 March 2023

ANNEXURE A:
COMMITMENTS AND EARMARKED FUNDS AS AT 31 MARCH 2023

Funds committed contractually at reporting date

Funds committed are contractual obligations that the NSF has undertaken to fund skills development
programmes/projects or administrative projects. With a contractual obligation there is a written agreement
between the NSF and an implementing agent, whereby the implementing agent undertakes to perform certain
deliverables as outlined in the agreement. Based on the performance of the projects, the NSF will advance a
tranche payment to the contracted implementing agent.

Earmarked funds towards skills development programmes and projects, which have been approved at year-
end, but not yet contracted.

Earmarked funds are skills development programmes or projects that have been approved as at year-end by
the Director-General of Higher Education and Training or his delegated authority even though they are not yet
contracted. In this instance, the contracting could still be in progress at year-end and will be concluded after
year-end.

SUMMARY R’000

NSF commitments

Approved and contracted - acquisition of property,plant and equipment 665 475
(Skills Infrastructure Development)

Approved and contracted 8131 149
(Skills Development Funding & PSET Improvement Funding)

Approved and not yet contracted 4730725
(Skills Development Funding & PSET Improvement Funding)

Total Commitments 13 527 349
Total accumulated surplus at 31 Mar 2023 12 189 469
(Over) committed and earmarked at 31 Mar 2023 -1 337 880
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REGISTERED NAME:
National Skills Fund

PHYSICAL ADDRESS:
Ndinaye House

178 Francis Baard Street
Pretoria, 0002

POSTAL ADDRESS:
Private Bag X174, Pretoria, 0001

REGIONAL OFFICES:

KWAZULU-NATAL:
Thekwini TVET College, 262 D’Aintree Avenue
Asherville, Durban, 4091

WESTERN CAPE:
6th Floor, Golden Acre, 9 Adderley Street,
Cape Town, 8001
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