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Focus on the New Regulations 

When the Skills Development Levies Act was passed in 1999 it was stated that even as the first 
phase of the Levies would focus on the quantity of training delivered, the shift to quality would 
take place in due course. This is the central underpinning shift that these grant regulations attempt 
bring about. The emphasis of the Minister is now on the delivery of quality training to achieve a 
skilled work force. 

Yes, we have had variations in the value of grants but not such a significant change in the manner 
in which grants are allocated and disbursed. 

The new SETA Grant Regulations implemented on the 1st April 2013 have inadvertently created 
consequences which could have a detrimental impact on skills development in South Africa as they 
fail to address the needs across the varied sectors of South African industry, commerce and more 
importantly the skills needs of individuals.  

Some of the significant changes to the Grant Regulations which may have an unfavourable affect 
are: 

➢ Regulate the portion of levies which SETA’s can use for administration 

Although it would appear that this has been increased from 10% to 10.5%, Sector Education 
and Training Authorities are now required to contribute to the cost of the work of the Quality 
Council for Trade and Occupations (QCTO) (an amount not exceeding 0.5% of SETA 
admin costs to be transferred to QCTO). 

Further, the administration budget for discretionary grants projects has also been decreased 
from 10% to 7.5% 

In addition to these changes, National Treasury has recently imposed expenditure ceilings on 
Sector Education and Training Authorities as part of the Medium Term Expenditure 
Framework. This has effectively capped a SETA’s administration budget well below the 
figures indicated in the Grant Regulation. Initial indications are a saving of 1% per annum 
through to March 2016. (effectively reducing the merSETA administration budget by R486m 
for 2013/14) 

➢ Reduce the mandatory grants from 50% to 20% of levy. 

The potential exists that the changes introduced will increase the number of employers who 
adopt a compliance approach and pay the skills levy as another tax, without making any 
practical contribution to skills development. (if they are not already doing so). 

!
➢ Increased Discretionary Grants from 20% to 50% of levy 



Sector Education and Training Authorities must promote National Qualifications Framework 
(NQF) registered and quality assured PIVOTAL programmes that address priority scarce and 
critical skills needs identified in their sector skills plans (Sector Education and Training 
Authorities must allocate 80% of available discretionary funds to PIVOTAL Programmes with 
the remaining 20% allocated to non-pivotal programmes. 

Note: 

Pivotal programmes are established through the development of a Sector Skills Plan in which 
priority skills are outlined within the sector. Seta’s may apply different criteria to the 
identification of these priority skills (Refer merSETA criteria) 

!
➢ Maximum Surplus Funds of 5% 

This condition discourages the accumulation of surpluses, and the carry-over of unspent 
funds at the end of each financial year (from 1st April 2013 at least 95% of all discretionary 
funds to be spent or committed / ring fenced within the ensuing 12 months - only a maximum 
of 5% is allowed to be rolled over – the remainder to be transferred to NSF) 

This also includes any unclaimed mandatory funds, accrued interest and penalties which are 
swept into discretionary funds after 15th August of each financial year. 

➢ Increased requirement for information contained in the Workplace Skills Plan 

To improve the quality of labour market information received by Seta’s in the form of 
Workplace Skills Plans (WSP’s), Annual Training Reports (ATR's) and PIVOTAL plans and 
Pivotal Reports, new templates have been introduced: 

Including: 

1. Employee Demographics (race, gender and disability) 

2. expanded age groups (3 to 5) 

3. Geography - Postal codes 

4. OFO Codes & Occupational category 

This information should allow for improved Identification of Scarce and Critical Skills, and 
Sector Skills Planning and analysis. However, this has significantly increased the burden on 
resources within stakeholder organisations especially those small to medium organisations 
that do not have HR system with which to derive this information. 

!
➢ Sign-off by labour representatives 

This reintroduces the requirement for labour to be consulted on the contents of the 
Workplace Skills Plan and Annual Training Report, and requires the labour representative to 
sign off the submission. This is a principled matter that should not be evaded. However, this 



requirement in some instances has not been viewed as consultation but a bargaining 
platform. The requirement for sign off has impacted on submissions within the merSETA 
sectors with a number of Workplace Skills Plans being submitted without signatures on the 
30th June. This has resulted in the withholding of Mandatory grant payments until employers 
are able to provide evidence that consultation took place [jointly signed minutes of Training 
Committee meetings Para 5.2(f)] 

Note: 

Both the changes in document templates and the sign off by labour representative 
resulted in an increased number of applications for extension to the 30th June 
deadline from stakeholders.  

!
➢ Create a framework within which expanded use is made of public education and training 

providers for the provision of skills development programmes 

Although FET colleges may make a valuable contribution to skills development, there are 
many challenges relating to the quality of training and the competence of teaching staff in 
most colleges, and it will take many years to address capacity constraints in these 
institutions. The exclusion of Private training providers in favour of Public training institutions 
may impact on the organisations ability to address all the skills needed for workplace 
performance. 

!
The Need for a Grants Policy 

The purpose of the regulations is therefore to improve the focus; management and effectiveness of 
SETA grant allocations. 

Sector Education and Training Authorities are required to develop specific policies and procedures 
relevant to their sector for the allocation, monitoring and reporting of spending of both mandatory 
and discretionary grants. SETA’s are therefore required to consider a number of factors specific to 
their sector when crafting these grant policies and guidelines. 

Firstly they provide the basis for the Sector Education and Training authority to disburse grants. 
Without policies, Seta’s would be found in their annual audit by the Auditor General to be spending 
funds without a proper mandate. If the policies have not been carefully framed to support the 
Seta’s Sector Skills Plan and Annual Performance Plan the Seta may find itself allocating funds in 
a manner that is conflicting with their policies. 

Policies are an important aspect of how resources are allocated and will be checked against the 
Seta’s predetermined objectives. Whether this is against their Sector Skills Plan, Strategic Plan or 
Annual Performance Plan. These documents, supported by such policies will also assist in the 
attainment of the Seta’s service level agreement with the Minister (DHET). 



Secondly Seta’s are required to act in a manner that is transparent and fair, and which achieves 
value for money spent. These policies require to be set out in a manner that is understood by 
member companies and stakeholders, as to how grants and SETA funded projects can be 
accessed. 

Access implies an understanding of the process and criteria to create an environment to enable 
participation. 

Thirdly, policies set out what the SETA is trying to achieve through the relevant grants. The policy 
for grants should clearly state how the SETA is allocating resources to achieve its strategic goals 
and objectives. 

Key Policy Aspects 

Eligibility for grants 

Document submissions 

Types of programmes 

Providers: Public & Public / Private partnerships 

Employer status 

!
Understanding Mandatory and Discretionary Grants including Pivotal Grants 

Mandatory Grants 

It is essential to emphasise the importance of the 20% grant for submitting a Workplace Skills Plan 
and Annual Training Report. This grant has an important function. It is designed to encourage 
employers to provide data to their relevant SETA on their workforce and their skills needs. This 
requires accurate and well prepared data in order that the SETA can use this information to inform 
their Sector Skills Plan. 

The question which requires to be answered is “will the reduction in the mandatory grant 
substantially reduce the incentive of small and even medium-sized employers to submit Workplace 
Skills Plans”. The value of the mandatory grant received may not even cover the company’s cost in 
terms of manpower and time required to compile the Workplace Skills Plan, Annual Training 
Report, and the PIVOTAL Plan and Training Report given the increased requirement for 
information contained in these documents. 

This will impact negatively on the research SETA’s are required to do on skills requirements in their 
sectors as fewer employers will provide information on their skills needs and training delivery. 

The 2013/14 financial year will bring additional pressure to employers as the Workplace Skills 
Plan, the Annual Training Report and the PIVOTAL Plan and Training Reports are required to be 
submitted by 30th April. 



Merseta claims for Mandatory grants from levy paying companies for the previous financial year 
(2012/13) was 83%. It will be interesting to see what that figure is for the 2013/14 year. 

However, the need to access discretionary funding may preclude this. 

A further requirement of the new regulation is the mandate for SETA’s to verify the contents of 
these documents to establish credibility.  MerSETA has adopted an approach that they will monitor 
a minimum of 20% of all mandatory grant submissions. However, given the constraints regarding 
the administration budget this figure may be unattainable. (10,516 submissions in 2012/13 would 
require a minimum of 2,103 verifications). 

These constraints regarding administration will also continue to place pressure on SETA’s to meet 
payment deadlines for the disbursement of both mandatory and discretionary grants, which 
historically have been erratic. However, payment should be made on at least a quarterly basis and 
require be consistent. 

Stakeholders must also recognize that mandatory grants are geared towards the delivery of 
training for: 

Critical Skills: Existing employees who require top up skills or who lack a level of competence. 

Important Skills: Skills critical to the business but not scarce. (not necessarily existing 
employees). 

!
Discretionary Grants 

An important point to make regarding the awarding of discretionary grants is the fact that they are 
just that “DISCRETIONARY”. 

The intention of both legislation and the grant regulations are that mandatory grants are allocated 
to incentivise employers to plan and implement training for their employees. However, the purpose 
of discretionary grants is for the SETA to use them to implement their Sector Skills Plan. 

These are not grants that carry an entitlement by the employer, but grants which the SETA 
identifies and allocates in order to achieve its objectives with regard to scarce and critical skills, or 
priority skills. 

The focus is not how employers can get their money back but how the SETA will achieve skills 
development within the sector in order to address the priority skills requirements identified in their 
Sector Skills Plan. 

Pivotal Programmes and Discretionary Grants 

PIVOTAL Programmes: Professional, Vocational, Technical and Academic learning) 
programmes that result in qualifications or part qualifications 
registered on the NQF. 

Pivotal programmes are derived from the SETA’s Sector Skills Plan where detailed research has 
identified: 



➢ Priority occupations where supply challenges exist. 

➢ Critical skills required in the sector 

The new grant regulations require that SETA’s allocate 80% of discretionary funding to pivotal 
programmes. The intention is to ensure that SETA’s become far more focused in how they are 
disbursing these funds to ensure they are addressing both the priority and critical skills 
requirements of the sector. 

SETA’s must through their Sector Skills Plan convey how funds will be allocated through structured 
programmes and not through non aligned short courses with limited impact. The focus requires to 
be on the substantial skills gaps, and the programmes which will address these gaps. 

!
Crafting a SETA Policy 

SETA grant policies must align themselves to not only the grant regulations but must as their 
objective ensure that both mandatory and discretionary grant applications are evaluated and 
approved in compliance with their policy in relation to: 

➢ The Skills Development Act No. 97 of 1998 

➢ The Skills Development Levies Act of 1999 and their regulations. 

!
Key aspects of the merSETA policy 

Mandatory Grant: Mandatory grants are intended as an incentive to employers to plan and 
implement training for their existing employees and create training and 
work experience opportunities for unemployed people. (Critical and 
Important) 

Eligibility: Submission of WSP / ATR Pivotal Plan and Report. 

 Levy payments are up to date. 

 Submits document on or before the due date (30th April 2014). 

 Extensions may be granted up to one month from the submission date. 

 Sign off by relevant trade union where collective agreement exists or 
provide evidence that consultation took place. 

Values: There must be a clear correlation between the value of the mandatory grant 
and the value of the training. 

 Pro rata payments will be made where the value of the training is less than 
100% of the available mandatory grant. 



Deviations: Consideration will be given to training deviations identified in the WSP and 
ATR. If the deviation exceeds 40% a written motivation must accompany 
the submissions. 

Payments: On approval of the submissions payments will be made at least quarterly. 

 Payment shall be up to a maximum of 20% of the levies received during 
that financial year. 

 If not claimed by the 15th August each year will be swept into discretionary 
funding. 

!
Discretionary Grants: The purpose of discretionary grants is for the merSETA to ensure the 

implementation of its Sector Skills Plan. Discretionary grants are allocated 
at the sole discretion of the merSETA accounting authority to achieve its 
objectives in relation to the development of the sector. 

Administration: A maximum of 7.5% may be utilised by the merSETA for administrative 
costs associated with the delivery and implementation of discretionary grant 
initiatives. 

Eligibility: Discretionary grants can be paid to any legal entity recognised by the 
SETA. 

 Public education and training institute, employer or enterprise, including 
those not required to pay levies, NGO’s, CBO’s Co-operatives, Trade 
Unions and other legal entities. 

 All claims must be in respect of learners who are in possession of a valid 
South African Identity document and are South African citizens. 

Important considerations: Increased access to occupationally directed programmes 

 Promoting growth in the public FET college system 

 Increasing public sector capacity. 

 Addressing low levels of youth employment (3.15m NEET’s Business 
Day 6th November 2013). 

 People experiencing barriers to employment (Disability). 

!
Allocation of Levies 

The Discretionary Grants will be stipulated in the merSETA annual performance plan and the 
disbursement of grants will be carried out in the following manner: 

➢ 49.5% of total levies paid by the employer 



▪ At least 80% allocated to pivotal programmes 

▪ A maximum of 20% allocated to non pivotal programmes 

➢ Surplus funds, unclaimed mandatory grants, and interest and penalties to be transferred to 
discretionary funding 

Pivotal programmes identified by the merSETA are: 

➢ Apprenticeships 

➢ Learnerships 

➢ Skills Programmes leading to a qualification 

➢ Work integrated learning 

➢ Workplace experience 

➢ Bursaries 

➢ R.P.L. 

➢ Public FET Graduates 

➢ Graduate Development (U.o.T and University Graduates) 

(Each SETA will identify their own Pivotal Programmes based on their Sector skills Plan) 

!
The allocation of 80% pivotal programmes will be split: 

➢ 70% to those companies submitting a WSP / ATR 

➢ 30% to those non levy paying companies and other entities. 

Where an organisation is spending more than 3% of their payroll on training the merSETA would 
consider allocating additional funding (beyond 49.5% Maximum) 

All Levy paying and non levy paying companies will be required to submit a pivotal plan and report 
effective April 2014. 

Learning Interventions: Where available all learning interventions shall be aligned to SAQA 
registered qualifications and unit standards. All learning interventions 
outsourced by the company shall be carried out by an accredited: 

Mandatory Grants: However preference would be given to Public Institutions where 
available.  Public/Private partnerships will be encouraged. 

Discretionary Grants The funds are distributed to the employer with specific deliverables 
and measurements which will include the link to an accredited public 
Education and Training Institution. 



Where no suitable Public Institutions exist, the employer may utilize 
the services of an accredited private provider. Public/Private 
partnerships will be encouraged. 

Maximising Grants Recoveries (Note: These values apply to Merseta stakeholder companies only) 

!
The following process will be carried out when the allocations are made: !

Pivotal Programmes 
(80% of available discretionary grants) Value

Artisan Development:

NQF 2 – 4 ending in a trade test R121,500.00 payable in tranches per learner NQF 
level 2 – 4 ending in a trade test and apprentices

Learnerships

R14,040.00 per learner per level. Plus additional 
learner allowance !
NQF L1 = R12,960.00 per annum (with 
progression ) 
NQFL2  = R19,440.00 per annum 
NQF L3 = R 25,920.00 per annum 
NQFL4  = R32,400.00 per annum

Apprenticeships
Subject to criteria from  the NAMB being 
approved !
R121,500.00 payable in tranches

Recognition of prior learning (RPL)

A maximum of R16,200.00 per candidate for RPL 
assessment process !
A maximum of R13,500.00 for GAP training based 
on submission of GAP training plan and outstanding 
unit standards.

Skills Programmes R 226.80 per credit per learner

Work-integrated learning (WIL) and internships

Workplace Experience Basic Grant to company for learner allowance 
R29,700.00 per learner for six a month period.

Public FETC graduates FETC Candidates:  Nated Certificate (NTC 1 to 3) :  
R19,394.64

Graduate Development (UoT and 
University graduates)

Basic Grant to company: 
R64,800.00 per annum per learner



!
!

CATEGORY CRITERIA COMMENTS

Established 
Category 
Top Training 
Clients !
60% of the 
total surplus 
funds will be 
allocated  !!!

For an employer to be categorised in the 
Established Category  employers would  have 
met the following criteria:  !
Are up to date with levy payments (where 
applicable) !
Have received Mandatory Grants payments 
for last three years (if applicable) !
Have an average pass rate of 65% in 
implementation of learning programmes 
including apprenticeships !
It is important to note that an active training 
committee has to be in place if the employer 
has 50 or more employees and where there is 
a recognised trade union or unions, they must 
form part of the training committee. !
Have a learner progression or placement 
average of  50%

60% of the total surplus budget 
available will be allocated to 
established employers on 
condition that: 
Companies must be 
encouraged that 2% of learners 
applied for and enrolled are 
persons with disability. 
Employer to indicate that work 
integrated learning or workplace 
learning for persons with 
disability can take place for 
primary or non-primary focused 
learning. 
Employers awarded 10 or more 
awards will be encouraged to 
participate in merSETA’s 
initiative to develop lecturers, 
within Public FETC's, by 
indicating the availability of such 
workplaces to train such 
lecturers.

Development
al Category 
Development
al Clients !
30% of the 
total surplus 
funds will be 
allocated  

The Developmental companies have a 
training record. However there are gaps 
where the employer needs to be developed in 
order to move to the Established Category. !
It is important to note that an active training 
committee has to be in place if the employer 
has 50 or more employees and where there is 
a recognised trade union or unions, they must 
form part of the training committee.

30% of the total budget 
available will be allocated to 
developmental employers on 
condition that: 
Employers to indicate that work 
integrated learning or workplace 
learning for persons with 
disability can take place for 
primary or non-primary focused 
learning.  

New 
Business 
Category !
10% of the 
total surplus 
funds will be 
allocated 

The New Business Category companies are 
companies with limited exposure to skills 
development or have never worked with the 
merSETA before. !
It is important to note that an active training 
committee has to be in place if the employer 
has 50 or more employees and where there is 
a recognised trade union or unions, they must 
form part of the training committee.

10% of the total budget 
available will be allocated to 
New Business employers.



Discretionary Grant Deliverables and Payments 

The deliverables and payment tranches will be linked to milestones as listed below: 

In addition to the above, monitoring visits will occur where merSETA staff will verify the quality of 
training against set criteria. 

!

Tranche  % Milestones

First Tranche: 10% of the 
MoA value

Signed Memorandum of Agreement (MoA) and the signed 
merSETA approved implementation plan.

Second Tranche: 30% of the 
value for individual learning 
intervention  as per 
Annexure A of the MoA

On registration of a learner on the official merSETA SMS system. 
Payments will be effected based on individual learner being 
registered

Third Tranche: 30% of the 
value of the individual 
learning intervention as per 
Annexure A of the MoA

Progress Monitoring Report and/or Moderation Reports indicating 
50% completion of individual learning intervention/s for each 
learner 
Payments will be effected based on individual learner meeting the 
required milestones, as set out in the relevant agreement.

Fourth Tranche: 30% of the 
value of the individual 
learning intervention as per 
Annexure A of the MoA

100% successful completion of individual learning intervention. 
Closure reports or approval on the official merSETA SMS system 
by the Clients Relations Manager indicating completion of the 
individual learning intervention. 
Payments will be effected based on individual learner 
successfully completing the learning intervention according to the 
set milestone



Non Pivotal Programmes 

The merSETA may from time to time, identify special projects with special rules.  The call for the 
intention to participate will be published as the need arises. 

All discretionary funds disbursed in support of non qualification based projects in the 
manufacturing sector will constitute not more than 20% of discretionary funds disbursed in each 
financial year. 

!

!
The Future: Moving Forward With the New Grant Regulations 

➢ Public training institutions will not be able to address all the skills needed for workplace 
performance. 

➢ Public institutions do not have the expertise needed to cover the wide range of specialised 
skills that are needed by stakeholders. 

➢ Make provision for funding programmes delivered by reputable private providers that have 
the necessary expertise in specialised fields. There are sufficient quality assurance 
mechanisms in place to identify sub standard private providers. 

Non- Pivotal Programmes  
(20% of available discretionary grants)

1. Lecturer development

1. Adult  Education and Training (AET) previously known as Adult Basic 
Education and Training (ABET)

1. Small and Micro enterprise development

1. Rural development programmes

1. Career guidance 

1. Establishing and acknowledging credible partnerships (e.g. Public FETCs)

1. Youth development programmes

1. Maths and Science – grade 9 – 12

1. Learning material development

1. Stakeholder support and capacity building

1. Co-operatives, CBOs, NGOs and CBCs

1. People with disabilities

1. Green Skills Development and alignment

1. Foundational Learning Competence

1. HIV & AIDS accredited Peer Educator Programme funding



➢ The Regulations may reduce employer participation in skills development even more so with 
the new BBB EE codes requiring 6% spend on training and the placement of learners post 
training with a further split between those on apprenticeships and learnerships. 

➢ The reduction in the mandatory grant will substantially reduce the incentive of small and even 
medium-sized employers to submit Workplace Skills Plans 

➢ Most skills employers require for workplace performance are not developed through 
discretionary grant programmes. 

➢ Engage your SETA 

➢ Understand their grant policies and what discretionary grant have been identified 

!
Added Influences 

Medium Term Expenditure Framework 

➢ Minister of Finance applies expenditure ceilings to all 21 SETA’s 

!
FET Infrastructure Development 

➢ DHET issues communication regarding compulsory FET infrastructure support from 21 
SETA’s (R1 billion) preferably once of payment before 30th April 2014 

!
National Student Financial Aid Scheme 

➢ Shortfall of R2.6 billion 

➢ SETA’s requested to allocate funding for those students studying in their sector 

➢ R60,000 per student / R20m in current year


