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2. List of Abbreviations/Acronyms
ACRONYM DESCRIPTION 

 

BEE BLACK ECONOMIC EMPOWERMENT 

CCC CONSTRUCTION CONTACT CENTRES  

CE CIVIL ENGINEERING 

CETA CONSTRUCTION EDUCATION AND TRAINING AUTHORITY 

CIDB CONSTRUCTION INDUSTRY DEVELOPMENT BOARD 

CIETS CIVIL ENGINEERING INDUSTRIES TRAINING SCHEME 

CDP CONTRACTOR DEVELOPMENT PROGRAMME  

COT  CITY OF TSHWANE  

ECDP EMERGING CONTRACTORS DEVELOPMENT 
PROGRAMME 

ELIDZ EAST LONDON INDUSTRIAL DEVELOPMENT ZONE  

EM ETHEKWINI MUNICIPALITY 

EPWP EXPANDED PUBLIC WORKS PROGRAMME 

GB GENERAL BUILDING 

INK INANDA – NTUZUMA – KWAMASHU NODAL AREA 

ME MECHANICAL ENGINEERING 

NDPW NATIONAL DEPARTMENT OF PUBLIC WORKS 

NMBMM NELSON MANDELA BAY METROPOLITAN MUNICIPALITY 

PDI PREVIOUSLY DISADVANTAGED INDIVIDUAL 

PI PROFESSIONAL INDEMNITY 

SAFCEC SOUTH AFRICAN FEDERATION of CIVIL ENGINEERING   
CONTRACTORS 

SAQA SOUTH AFRICAN QUALIFICATIONS AUTHORITY 

SAQI SOUTH AFRICAN QUALITY INSTITUTE 

SARS SOUTH AFRICAN REVENUE SERVICES 

SAWIC SOUTH AFRICAN WOMEN IN CONSTRUCTION 

NCI NATIONAL CONSTRUCTION INCUBATOR 

SDL SKILLS DEVELOPMENT LEVY 

SE SPECIALIST WORKS 

SEDA SMALL ENTERPRISE DEVELOPMENT AGENCY 

SMME SMALL MICRO MEDIUM ENTERPRISES 

STP SEDA TECHNOLOGY PROGRAMME 

UDM UMZINYATHI DISTRICT MUNICIPALITY 

UIF UNEMPLOYMENT INSURANCE FUND 
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Annual Report

This document presents the annual report of National Construction Incubator (NCI) which incorporate 
the organisation's operational performance and financial performance. The document also contains 
Audited Financial Statements as well as overall performance of the organisation in line with the set 
objectives and targets.  The aim of this report is to present the annual performance of NCI looking at 
the achievements and shortfalls of the financial year 2018/2019.

Reporting Framework

The focal points of the report are the Annual performance information, Governance and Audited 
financial information. These areas are a fair representation of the operational performance, financial 
position and financial performance of National Construction Incubator. The report is prepared in 
conformity with the framework for the preparation and presentation of financial statements as well as 
the generally recognised accounting practice standards.

Approval of the Annual Report

The Board of Directors confirms that this Annual Report fairly represents the performance of National 
Construction Incubator for the financial year under review. The Audit and Risk Committee of the 
Board, upon which the oversight and performance monitoring function has been vested, has duly 
considered the Annual Report and recommended it to the Board for approval. The report was 
approved by the Board on:

Approved by

__________________________
Dr. Joy Ndlovu
Deputy Chairperson

 3. Introduction
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4. Foreword By The Chairperson
This has been yet another year of impact driven deliverables 
and transition within the organisation.  Most importantly is the 
renaming of the organisation from Seda Construction 
Incubator to National Construction Incubator which is a 
strategic move to position the organisation as an independent 
organisation committed to the development of contractors 
Nationally. In line with this strategic move National 
Construction incubator continued to grow by engaging new 
strategic funding partners and scaling up the foot print of the 
organisation. NCI continues to do well in providing business 
support which accelerates the successful development of 
entrepreneurs in the construction industry.

The construction sector performance has remained consistently poor in the last decade and the 
decrease in infrastructure spending from R947 billion in 2017/2018 to R841 billion for 2018/2019 is 
one of the indicators that the ailing economy has and is affecting the industry which rolls down to 
emerging contractors on the ground. Such strain in the economy is one of the compelling need to 
have services of NCI strengthen to be able to continuously support the contractors by being in the 
centre of this activity and by ensuring that skills and knowledge is imparted to deserving contractors 
to ensure that they are in a position to take on upcoming opportunities and succeed. The effect of the 
downturn in the industry and lack of demand in the sector is proved by the decline in employment or 
job losses that have occurred in the sector. At the end of 2018 Quarter 1, Stats SA Quarterly 
Employment Statistics figures showed that construction employment declined by -3% year-on-year.  
Even though this is negative report but there are still new contractors coming into the industry and 
with proper development and support they can be assisted to thrive within the industry. 

Governance

National Construction Incubator has always been managed ensuring that proper governance is in 
the centre of all operations. It is however noted with regret that for the first time in the history of the 
organisation, there were irregularities that were discovered during the audit.  These irregularities will 
be covered in details under Audit and Risk report. The Board of Trustees is committed in providing 
leadership, guidance and support that enables the organisation to achieve on its mandate, while 
placing high regard on the codes of good practice. 

NCI continues to leave by its values in all operations and accountability has been the centre of 
striving for good governance, ensuring ethical business behaviour throughout the value chain. This 
is also an assurance to our partners, stakeholders and sponsors that all resources channelled to the 
organisation are well managed for the maximum impact to beneficiaries. 

The organisation will continue to strive for the credibility it stands for as well as give our partners the 
confidence they need to continue being part of the National Construction Incubator, it is also our 
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hope that our track record also gives confidence to our prospective partners.

Way Forward

The following year will be one of the most important years in the history of the organisation.  The 
following year will be a year of redefining our identity as the organisation, socialising the sector with our 
new name, affirming our commitment to the development of emerging contractors. This will also be the 
year of realigning and repositioning the organisation towards moving it to the next level in terms of 
implementing innovative strategies in enhancing our operations and ensuring that the organisation is 
strategically in sync with the Forth Industrial Revolution. NCI continuously look to establish new 
working relationships and attracting more funding partners in order to widen the scope of impact that 
the organisation can have in the sector. We remain committed to the entrepreneurial development 
agenda of this country and the next financial year will be another impact driven year. 

Acknowledgement

On behalf the Board of Trustees, leadership of the organisation and the teams that drive all 
programmes and interventions, we would like to pass our gratitude to our partners, stakeholders and 
funders for their continued support which enables the organisation to deliver on its mandate. The 
following partners have been key to our enablement to deliver on the mandate, Seda STP, City of 
Tshwane Metropolitan Municipality, East London Development Corporation, East London IDZ, Nelson 
Mandela Bay, Mogale City, Ethekwini Municipality, Transnet, Ekurhuleni Metropolitan Municipality, 
and Limpopo Economic Development and Tourism. NCI has a number of associates at different levels 
and would like to assure all of them that their involvement is instrumental in NCI moving forward.

_________________________
Dr. Joy Ndlovu
Deputy Chairperson
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5. Foreword By The C.E.O
The year under review has been the year in which we have 
continued to provide a complete set of services and a suitable 
environment to support and develop technical and 
en t repreneur ia l  sk i l l s  o f  emerg ing  con t rac to rs .  
Acknowledging the state of our economy which subsequently 
affect the industry, it is these conditions that make our 
presence be more relevant.  The industry has been facing 
challenges for over a decade now which has adverse effect on 
the emerging contractors. NCI has worked very hard to ensure 
that our offering responds directly to the challenges at hand 
making it easier for contractors to thrive.  We pride ourselves 
with the results we have witnessed from our customers which 
are beneficiaries in the programmes we run. It is therefore 
befitting to acknowledge the enablers in our area of work.

Our Team. NCI has a dynamic group of employees who have continuously gave their best to ensure 
that the organisation provides the highest quality of programme delivery at all levels. Our 
complement of 68 team members are key drivers behind the results and efficient delivery of our 
programmes. As the organisation, we committed to nurture and develop our talent to continue 
deliver excellence.

Our Partners. Our well designed programmes will be valueless without the resources channelled 
by our partners which enable us to continuously deliver on our mandate and in particular during this 
year under review impacted the sustainability of 307 contractors of which we are immensely 
grateful.

The Board of Trustees. The leadership and guidance of the Board has been a glue that holds 
everything together. The diversity of skills, knowledge and experience that collectively comes with 
the Board has been key in strategically position the organisation to perform. It is with gratitude that 
we acknowledge the contribution and leadership of the Board in steering NCI.

Performance Overview

NCI recorded a pleasing performance during the year under review with positive variance in majority 
of the target areas. Target for contractors supported was exceeded by 12% which contributed to the 
3% above target of jobs created which includes an additional 139 temporal jobs that were created 
between quarter 1 and quarter 2.  Accumulative turnover by all contractors supported exceeded the 
target by 24%. During the year under review we also saw NCI grow its footprint by opening a new 
branch in Empangeni, KwaZulu Natal through a new partnership that has been formed. 

Following are some of our key performance indicators at glance illustrating our performance against 
set targets and comparing year on year performance. 
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Financial Performance

It is acknowledged with regret that during this year under review, some irregularities were discovered 
during the audit of which corrective measures have been taken. The financial statements presented 
are a true reflection of the organisation's financial performance and financial position.  NCI conducts 
its business under strict financial policies, practices and accountability which is embedded under 
sound financial management in all operations. In closing I would like to pass on my gratitude to 
everyone in our value chain.  The Board of Trustees for their support and leadership, NCI team for their 
dedication and commitment to achieving great results, our partners for their continuous support that 
enables us to facilitate our programmes. Without the contribution of all of the above stakeholders such 
results would have not been possible.

_________________________ 
Acting Chief Executive Officer
Mrs Janet Okole

Number of Contractors Supported

Number of Jobs Created

270

930

Annual 
Target

307

1078

Achieved
Total

269

1122

Turnover Generated by NCI Clients N/A 89 89

Percentage of Women Owned Companies  
Supported

R230 Million R 301.7 Million R 299 5 Million

40%Percentage of Youth Owned Clients 
Supported

35% 28%

80%Percentage Black Owned Clients 100% 100%

Achieved
Total

Indicator 2018/2019 2017/2018
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“Developing our people, 
Growing businesses.”

6. General
Established in 2006, National Construction Incubator (NCI) is a public benefit organisation mandated 
to develop and mentor emerging construction companies in South Africa. The core business of NCI is 
to develop emerging contractors through the infusion of both technical and business administration 
skills that are aligned with the introduction of technology in order to enhance the efficiency and efficient 
management of their businesses.

The Incubator is aimed at providing support to selected participants for a period of three years by 
which time each emerging contractor should have advanced by at least one financial level above their 
entry point on the CIDB register and be capable of operating unassisted in the open market.  Should a 
particular contractor not wish to advance more than one CIDB financial grading, an alternative primary 
indicator will be agreed, possibly "gross income/turnover" if multiple smaller projects are deemed to be 
the niche market of the particular contractor.

The construction incubation model is one of the interventions, if not the only one that can make a 
significant impact to addressing the challenges faced by emerging contractors in South Africa.  Most 
construction businesses (SMME) veto the services offered by the NCI as one of the solutions with 
regards to skills shortage.  There is consensus amongst the majority of client bodies that the model 
offers a good strategy to assist emerging contractors.  The level of formality the model brings to the 
industry is also widely acknowledged and appreciated.
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NCI provides support in three phases of development of emerging contractors: tender phase support, 
construction phase support and general administration support.  We have identified these areas as 
being the most critical in terms of need for development and mentorship interventions. 

NCI has the capacity and skills to develop and mentor emerging construction companies ranging from 
CIDB Grade1 to CIDB 5 including contractors with disabilities. For the effective development of the 
emerging contractor, a certain selection and development criteria is engineered to ensure that these 
contractors are competent in the industry. To date, the National Construction Incubator supports 939 
construction businesses in South Africa.
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“SADC faces significant  
challenges on many fronts

including infrastructure,
trade barriers and

governance.”
- NDP Vision 2030



7. Strategic Overview
Strategic Identity

Vision
 
To be the leader and center of excellence in the development of competitive Small and Medium 
Construction Enterprises through the provision of innovative support interventions.

Mission

To enhance the capacity of construction SME's through the structured infusion of business, technical 
and technology interventions which leads to sustainable businesses, significant job creation and a 
positive contribution to the South African Economy.

Values

Ÿ Integrity
Ÿ Accountability 
Ÿ Reliability
Ÿ Respect
Ÿ Team Work
Ÿ Commitment
Ÿ Professionalism
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7.2       NCI at Glance

The core business of NCI is to develop emerging contractors through the 
infusion of both technical and business administration skills that are 
aligned with the introduction of technology in order to enhance the 
efficiency and efficient management of their businesses

The incubator is aimed at providing support to selected participants for a 
period of three years by which time each emerging contractor should have 
advanced by at least one financial level above their entry point on the 
CIBD register, be capable of operating unassisted in the open market

Ÿ Business Mentorship 
Ÿ Technical Mentorship 
Ÿ Finance and Administration Department 
Ÿ Facilities Department
Ÿ Training Unit
Ÿ Marketing and Stakeholder Relations
Ÿ Human Resources
Ÿ Monitoring and Evaluation Department

Our Mandate

Our Overall Objective

Organisational Units

NATIONAL CONSTRUCTION INCUBATOR
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“Gauteng and the cities of 
Ethekwini and Cape Town 

are the fastest growing
city regions...”

- NDP Vision 2030

“Your project is our 
business.”



8. Approved Organisational Structure
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9. NCI Board Members
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Lindani Dhlomo Lulama Mxenge Dr. Joy Ndlovu

Cedric MnguniYandi JiyaPaul Heeger

Sbu Bophela
Chairperson

Head - Support
Services

D4

Manager - Finance and
Administration

D3

Chief Financial Officer

D4

Company Secretariat

Out - sourced service

Personal Assistant

C2

Monitoring and
Evaluation Officer

D1

Accountant

C3

Admin Assistant

B4

Program 
Coordinator

C3

Marketing Manager

D1

Human Resources
Manager

D1

Facilities Manager

D1

Head - Contractor
Development and

Training

D4

Manager - Technical
Montorship

D3
Marketing Coordinator

B4

Human Resources
Officers

C1

IT Specialist

C2

Manager - Business
Mentorship and Training

D3

Technical Consultants
in Branches

C3

Area Managers
(Provinces)

D1

Branch Training 
Coordinators 

C3

Practical Skills Trainer

C3

Technical Consultant
(Branches)

C3

Business Development
Officer

(Branches)

C3

General Worker

A2

Receptionist
(Branches)

B4

Chief Executive 
Officer

E2

Board of Trustees



10. NCI Senior Management
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Simphiwe Beyaphi
Facilities

Noluthando Dlamini
Marketing & Stakeholder Relations

Sandile Longwe
Monitoring & Evaluation

Nonela Mxokozeli
Contractor Development & Training

Janet Okole
Finance

Sibongile Duze
Human Resources

Mthunzi Nyandeni
C.E.O

Performance 
Information



1.1 Programme Delivery Environment

National Construction Incubator is aimed at providing support to selected participants for a period of 3 
years by which time each emerging contractor should have advanced by at least one financial level 
above their entry point on the CIDB register and capable of operating unassisted in the open market. 
This CIDB graduation mechanism and assistance from CETA will form the major indicator of the 
performance of the Incubator as well that of the individual contractor. Should a particular contractor 
not wish to advance more than one CIDB financial grading, an alternative primary indicator will be 
agreed, possibly “gross income/turnover” if multiple smaller projects are deemed to be the niche 
market of the particular contractor. 

Particular emphasis is placed during contractor's third (and final) year of tenure, on consolidating 
capacity in preparation for his/her exit from the Incubator. This involve building capacity and skills 
around the individual contractor's identified weaknesses, further developing business strategies 
which take advantage of his/her strengths, ensuring that administrative and management protocol 
follows accepted norms and that production systems are operational etc.

1.2 Performance Contributing Factors

NCI's focus during the year under review 2018/2019 financial year, straddled on organisational 
imperatives, business improvements and entrenched partnerships to support the development of 
emerging contractors in the construction industry. These included increased portfolio of NCI through 
other funding partners and intake process in preparation for new entrances into programme. 

In the year in review 2018/2019 financial year, NCI also ventured into strengthening its training 
intervention and managed to source funding for training of learners through the CETA grant 
learnership. In addition to that NCI also managed to secure training for a period of 12 months through 
the AIMS outsources training services. The two contributed to NCI revenue streams.

NCI is committed to working tirelessly to support and develop emerging contractors in South Africa.  In 
this regard NCI has continued to establish and secure strategic partnerships in an effort to ensure 
sustainability and high level of performance. 

NCI endeavours to execute its mandate within the available resources in terms of financial resources, 
human capital and infrastructure. NCI has successfully met its targets in critical areas of accountability 
ensuring that the performance of the organisation is impact driven for the partners of the organisation, 
beneficiaries of programmes and or NCI customers and the entire team. 

Strategic reviews by the Board and the management team continues to take place in ensuring that 
NCI remains well positioned to fulfil its mandate.

1. Situational Analysis
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1.3 Key Elements of Success   

SUB-RESOURCERESOURCE RATIONALE 

In-House Professionals including 
construction management 
professionals, civil engineers, 
architects and electrical engineers.
In seldom cases there would be a 
need for quantity surveyors.

In-house Mentors 
and Staff

The rationale behind using in-house mentors is 
based on the fact that contractors may need 
professional advice as and when required i.e. 
because mentors work for the incubator they 
are committed to the incubator on a full time 
basis. The outsourced mentors allocate a 
certain amount of time and they may not be 
available when the contractors need them. It 
also becomes difficult to budget for outsourced 
mentors as they charge per time spent. A 
budget process for in-house mentors is much 
easier and direct as they are paid a fixed salary 
per annum. In most instances they are 
employed on a three-year contract.

Business Development OfficersBusiness Development Whilst mentors are for core technical skills, 
Bus iness  Deve lopmen t  O ffice rs  a re 
responsible for soft side of the business and 
their duties include the following:
Compliance including CIDB renewals, CIPC, 
Tax compliance, Department of labour, etc. 
Computer skills training, assistance with 
preparation of financial statements and 
notifying contractors of tender opportunities as 
advertised on online-tender platforms.  

Office SpacePhysical Infrastructure The main purpose for the existence of the 
incubator is to bring some form of formality to 
emerging contractors and as such the issue of 
administration space becomes critical. The 
office space enables the contractors to have a 
conducive environment for the pricing of 
documents, bookkeeping and keeping of 
records in one place.

Boardroom Facilities Both incubator staff and contractors share this 
f a c i l i t y.  T h i s  b r i n g s  a n  e l e m e n t  o f 
professionalism to the business incubated. 
This facility is for meeting purposes for both 
staff and contractors. 

Resource Centre The resource centre will be equipped with all 
construction related software programmes. 
These are software programmes that are used 
by big companies. The idea behind this is to 
introduce big companies' practices to small 
contractors. 

Other Other services include shared reception 
space, use of internet, installed telephone 
lines, etc. 
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2. NCI Programmes
The NCI programme has four programme phases with specific intervention packages that ensure 
holistic development of the contractor. 

For the effective development of the emerging contractor, during the development of the contractor, 
efficient allocation of resources and programme design is kept relevant to the contemporary need of 
the emerging contracting business as well as the industry.

The NCI model has four programme phases:

Ÿ Outreach Programme
Ÿ Pre-Incubator Programme
Ÿ Mainstream Incubation
Ÿ Post Incubation

The Outreach Programme

The Outreach Programme in principle becomes a programme through which for a 6-month period, an 
aspiring construction contracting business is being introduced to the construction environment and 
industry so that the business is at a state of compliance for the Pre-Incubator programme at the end of 
6 months.  This is achieved through
Ÿ Information Session and Workshops
Ÿ Networking Platforms
Ÿ Compliance support
Ÿ Virtual office facilities i.e. internet and email resources, faxing services, boardroom facilities, 

messaging services (reception)
Ÿ Business Development (Advisory)
Ÿ And tendering support.

The Pre-Incubation Programme

The Pre-Incubator Programme may be defined as the programme through which for a period of (18 
months), an emerging CIDB Grade 1 and 2 construction contracting business - is supported for the 
purposes of:
Ÿ Keeping his / her compliance status up to date
Ÿ Tendering support for acquisition of projects for possible upgrade to the CIDB Grade 3 and 4 within 

12 months
Ÿ Business Development (Advisory) Services
Ÿ Marketing and Business Plan Development 
Ÿ Information and Networking Platforms
Ÿ Some structured training and support
Ÿ Virtual office facilities with industry technology applications
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The Mainstream Incubator Programme

The Mainstream Incubator Programme may be defined as the programme through which for the 
duration of 2 to 3 years, an emerging CIDB Grade 3 to 5 construction-contracting businesses are 
supported for readiness to join the Mainstream Incubator programme at the end of the 12 months - 
through:

Ÿ Business Development (Advisory) Services
Ÿ Marketing and Business Plan Development 
Ÿ Information and Networking Platforms
Ÿ Support workshops
Ÿ Office facilities as well as industry technology applications 
Ÿ Tender Phase, Construction Phase and Post Tender Phase Support
Ÿ Structured Training i.e. Short Skills programmes and / or Learnerships

Post-Incubation Programme

The Post-Incubation Programme may be defined as the programme through which for the duration of 
the year, graduation contractors at the year of completion of the Mainstream Incubator Programme, 
on the sole discretion of the National Construction Incubator may apply and be granted the Post 
Incubator Status. Largely these contracting businesses as would be regarded to carry the 
programmes alumnus status, may be expected to also support the Incubator Programme through 
offering:

Ÿ Their contracting business as the brand ambassadors of the programme at least for the duration of 
the Post Incubation

Ÿ Employment and sub-contracting opportunities to participating contracting businesses in the 
programme

Ÿ Business and Technical advice and support to participating contracting businesses in the 
programme

Ÿ Participate in the workshopping, information and networking events for the participating 
contracting businesses in the programme
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“From a business perspective, 
I view Africa as a 

large scale start up.”
- Alex Liu, Charman of A.T. Kearney

“South Africa needs an 
economy that is more 

inclusive, more dynamic 
and in which the fruits 
of growth are shared 

more equitably.”
- NDP Vision 2030

3. NCI Branch Network
The performance of National Construction Incubator in delivering its mandate has been conducted 
under the following branch network which scales across four provinces.

KwaZulu Natal £ Durban
£ KwaMashu
£ Dundee
£ Empangeni 

Branch Network

Eastern Cape £ Mthatha
£ Port Elizabeth
£ East London

Gauteng £ Krugersdorp
£ Spartan
£ Attridgeville
£ Nellmapius

Limpopo £ Steelport

PROVINCE BRANCH
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4. Organisational Performance
4.1 Performance Reporting Framework

The purpose of this report is to appraise NCI's stakeholders and partners about the performance of the 
organisation for the year under review and to report on the performance of the organisation as 
measured against the pre-determined objectives and targets as set out in the five-year Strategic Plan 
in line with 2018/2019 financial year targets. Section 195 of the constitution requires that government 
and government funded entities to use their resources efficiently, economically and effectively to run a 
developmental orientated administration, accountable administration and provide timely accessible 
and accurate information.

4.2 Progress of Performance Targets

In terms of the set annual targets which are outlined in the Annual Performance Plan there are specific 
areas in which the organisation exceeded its targets and areas where there was slightly under-
performance.  In the period from 1 April 2018 to 31 March 2019, a total of 8 target areas were set.  Out 
of 8 target, 6 were achieved with two falling slightly under target.
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5. Organisational Highlights
NCI recorded a pleasing performance during the year under review with positive variance in majority 
of the target areas. Target for contractors supported was exceeded by 12% which contributed to the 
3% above target of jobs created with an additional 139 temporal jobs that were created between 
quarter 1 and quarter 2. Accumulative turnover by all contractors supported exceeded the target by 
24%. 62 contractors successfully graduated out of the programme.  

Number of
Contractors
Supported

270 63 97 99 48 307

Number of  jobs 
Created

930 159 317 201 262 939

Indicator Annual
Target

Q1 Q2 Q3 Q4 Achieved
Total

Temporal  jobs 
Created

- 42 97 0 0 139

Number of graduated
Clients

930 159 317 201 262 939

Turnover Generated 
by NCI Clients

R230
mil

R51 mil R47.4
mil

R80.9
mil

R122.4
mil

R301.7
mil

Percentage of
women owned

companies supported

35% 19% 35% 40% 30% 31%

Percentage of youth
owned clients

supported

40% 20% 40% 45% 35% 35%

Percentage Black
owned clients

80% 100% 100% 100% 100% 100%
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6. NCI Programme Performance
Outreach Programme

NCI's Outreach programme grew this financial year inline with the increased number of branches and 
or interest on construction incubation and mentorship. NCI's outreach escalated its offerings to assist 
contractors in the outreach programme to achieve compliance in a shorter space of time than initially 
envisaged. This service offering is now offered to contractors who could not be part of an incubation 
programme due to various reasons, ranging from compliance and or not meeting skills audit results 
during recruitment process for New Intake. The number of walk-in customers who do not form part of 
the programme grew from all branches. Even though these contractors don't form part of formal 
reporting they do however become part of the future prospect intake.  This is also an indication of the 
continuing need for contractor support which call for a review in the funding model as well as target 
audience going forward. 
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“To eliminate poverty and
reduce inequality, the

economy must become
more inclusive and
grow more faster.”

- NDP Vision 2030

“The intelligent way 
to plan”

Pre-Incubator Programme

Clients supported in 2018/19 financial year have come from across Provinces given the number of 
branches with New Intake in the year under review. The performance of these contractors under the 
Pre Incubation are from Limpopo, Steelport; Ekurhuleni, KwaMashu and Durban. Contractors from 
Pre-Incubation programme contributed 15% of total turnover target during the year 2018/19. This is 
informed by their ability to look and secure projects and the impact of NCI's mentorship support made 
it possible for these contractors to perform well in projects and thereby completing projects awarded to 
the respective companies accordingly. 70 contractors were supported during the year under review 
and interventions offered ranges from compliance, workshops, business planning and profiles, health 
and safety and submission of returns with SARS and Department of Labour.

Mainstream Incubation

Performance of contractors under main stream incubation claims about 65% of turnover target and 
jobs created accordingly. Mainstream incubatees have provided work opportunities for communities 
across the South Africa spectrum. NCI utilises contractors under Mainstream incubation to evaluate 
NCI's mentorship offerings and benchmark standards to be offered to the programme. Contractors in 
grades 3–5 form part of the Mainstream Incubation a spring board for customer satisfaction surveys 
informs the refinements required in the programme. During the year under review, a survey conducted 
indicated a need for NCI to work closely with financial institutions and material suppliers so as to 
provide more holistic support to contractors when projects have been secured. Two Hundred 
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contractors (200) were supported under mainstream incubation. In 2018/19 training on supervision of 
construction processes was conducted with technical support provided onsite and desktop support 
accordingly. An introduction of an alternative pricing software (Pricing with Candy) was introduced to 
the mainstream incubatees as an additional offering, so as to achieve quality tender documents.

Post Incubation

Post Incubation programme serve as an extension of NCI's clients and a group of graduates that can 
assist to advance the organisations' offerings to the broader markets. In 2018/19 NCI's Ekurhuleni and 
East London branches contributed 20% of NCI's turnover reporting requirements. 30 contractors are 
in the Post Incubation programme from across two provinces which is the Eastern Cape and Gauteng. 
These contractors have since exited the programme and have played an important role in assisting 
other contractors have access to markets through sub-contracting.These contractors are NCI's 
ambassadors and NCI also provides minimal support and guidance where requested. NCI views Post 
Incubation as a formal programme that will be NCI's graduate/ alumni programme in the near future. At 
least 40 contractors will be recruited to form part of NCI's graduate programme in 2019/2020 financial 
year.
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7. NCI Strategy 
The above reported performance has been under-pinned under the strategic document which 
outlines a strategic direction of the organisation for five years ending year 2022. 

The following seven objectives were identified by the Board of Trustees and NCI Leadership as 
strategic objectives that are to take the organisation forward hence inform delivery areas on annual 
bases. The process into having these as finally adopted NCI objectives for the next five years was the 
result of a strategy review during year 2018 and all other planning sessions that have been held 
towards crafting a strategic direction for the organisation. 

Each objective has its own strategic items which underpins the objective and should inform the action 
items to be considered towards achieving each objective.  The action items will spread across all three 
terms which are short, medium and long term.  Some of these items are expected to change and 
revolve as some milestones are achieved and others will require close monitoring over the coming 
years. 
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7.1       Objective Description And Strategic Intent

Objective 1 To become a self-sustainable organisation   
Strategic Intent Is to achieve an organisation that has a diverse group of funding   
   partners as well as innovative ways of facilitating different income 
   streams.
   
Objective 2  Improve and develop business systems
Strategic Intent  Improve NCI operational efficiencies and effective programme delivery.

Objective 3  Be a people centred organisation
Strategic Intent Improve the quality and standard of work within the organisation and 
   continuously develop talent.

Objective 4  Reposition the image and identity of the organisation
Strategic Intent This objective is aimed at enhancing the image of the organisation and 
   how it is seen and received by the external world as well as its clients.

Objective 5  Be a technologically driven organisation
Strategic Intent To be an organisation that is in line with technological advancement in 
   terms of its operations and solutions to the market.

Objective 6  Build an organisation that is a Centre of Excellence
Strategic Intent  Be a go to organisation that is known for being a source of information 
   and knowledge and a hub for research and development.

Objective 7  Enhance post-graduation programmes and systems
Strategic Intent Development of graduate tracking mechanism which will help with 
   monitoring and valuation of clients that are out of the programme.
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7.2       Strategy Performance

Objective 1 – To be a self-sustainable organisation

NCI has worked very hard to retain all existing stakeholders and or funders. This has been achieved 
through the delivery of pleasing results for the funders and meeting the set targets.  In addition to that it 
is with pleasure that during this year under review, NCI have attracted new funders, opened a new 
branch at Richards Bay and facilitated a new 12 month learnership programme. 

Objective 2 – Improve and develop business systems

Efforts have been made to improve operational efficiency across the organisation.  Even though the 
progress has been slow as a result of some activities requiring financial injection, continuous 
improvements in programme delivery is in progress. 

Objective 3 – Be a people centred organisation

During the year in review a number of initiatives have been implemented to improve standards of NCI 
workforce.  Skills gap analysis was conducted across the organisation and four employees were 
supported towards their studies. More focus has also been put on, on the job training to improve skills.  
In the effort of attracting and grooming talent, five interns were afforded an opportunity to gain work 
experience within the NCI structures.
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Objective 4 – Reposition the image and identity of the organisation

During the year 2018/2019 the organisation embarked on a journey to change its name from Seda 
Construction Incubator to National Construction Incubator. The process was concluded successfully 
and it is with hope that the organisation will grow from strength to strength under the new identity.

Objective 5 – Be a technologically driven organisation

SCI continues to explore new and innovative ways to align its operations to the technological 
advancement that is currently underway.  This alignment continues to be a work-in progress due to the 
financial requirements that are needed to adopt latest technologies and or systems.

Objective 6 – Build an organisation that is a centre of excellence

New relationships are being established with institutions of higher learning for a purpose of leveraging 
from each other.  Plans of establishing a training academy are also underway.

Objective 7 – Enhance post graduate programmes and systems

The post-incubation programme is still under development and also requires a funder to fully 
implement this level of engagement. 
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“Listen better. 
Plan better. Build better.”

“Making your vision come true, 
that is what we do.”



“No job too big. No job too small.”

8. Funding Partners
FUNDING SOURCEBRANCH

PROGRAMME 

Seda Technology Programme Mogale City

Seda Technology ProgrammeDurban

Seda Technology ProgrammeMthatha

Seda Technology ProgrammeEkurhuleni

Seda Technology ProgrammeEast London

Seda Technology ProgrammeLimpopo

City of Tshwane Metropolitan MunicipalityAtteridgeville

City of Tshwane Metropolitan MunicipalityNellmapius

Eastern Cape Development CorporationEast London

Ekurhuleni Metropolitan MunicipalitySpartan

Seda Technology ProgrammeuMzinyathi

SOURCE OF FUNDS

Our Partnes
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NCI Human 
Capital

Ethekwini Metropolitan MunicipalityVukuphile Project

Ethekwini Metropolitan MunicipalityKwaMashu

Ekurhuleni Metropolitan MunicipalityVukuphile Project

Nelson Mandela Bay Metropolitan MunicipalityPort Elizabeth

Construction Education and Training AuthorityDurban

TransnetEmpangeni Branch
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1. Human Resources Overview
The Board with the Chief Executive Officer have employed all its endeavours in strengthening internal 
controls to optimise its oversight function. The leadership of NCI (Board and CEO) regard the 
employees of NCI as its necessary intellectual asset charged with the task of executing the strategy of 
the organisation. During the year in review NCI completed its skills audit to identify gaps and is 
positioned to provide corrective training and development during the next financial year to ensure that 
employees are equipped with necessary skills to fulfil their contractual responsibilities and to create 
an enabling learning environment by partnering with relevant Seta organisations and other service 
providers to enable capacity building of NCI staff. NCI also encourages and supports all staff to 
upgrade their qualifications and make NCI a learning organisation which strives for excellence.  This 
element is also in line with objective number 3 of the strategic document whereby NCI will continue to 
strive to be a 'people centred organisation.

Personnel Cost by Organisational Division

R6 243 868.88

R19 562 101.64

Office of the CEO

Finance Division

DIVISION / DEPARTMENT

Support Division

Total

R1 792 498.80

R1 000 930.44

PERSONNEL EXPENDITURE

Contractor 

Development & Training

R10 524 803.52

2

2

NUMBER OF EMPLOYEES

29

68

34
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Personnel Cost by Salary Band

Training Costs

Training and Development

LEVEL

4

NUMBER OF 
EMPLOYEES

R24 000.00

PERSONNEL 
EXPENDITURE

R24 000.00

TRAINING 
EXPENDITURE

R3 203 190.36

R1 580 719.92

R807 297.68

Top Management

Senior Management

LEVEL

Semi-Skilled

Unskilled

1

6

NUMBER OF EMPLOYEES

22

11

9

R1 530 387.96

R3 798 780.96

PERSONNEL EXPENDITURE

Professional Qualified

Skilled

Total

R8 641 724.76

R19 562 101.64 68

19

“A solid project will be found
when you have our

crew around”

“Nobody does it better.”



“The road to the future is 
under construction.

This is not a drill!”

Employment and Vacancies

1

-

-

Top Management

Senior Management

Semi-Skilled

Unskilled

1

6

22

11

9

-

2

Professional Qualified

Skilled

Total

2

5 68

19

-

2

DIVISION NUMBER OF 
EMPLOYEES

VACANCIES
OCCURED

VACANCIES
FILLED

2

2

1

10

3

Employment and Vacancies 685 10

DIVISION NUMBER OF 
EMPLOYEES

VACANCIES
OCCURED

VACANCIES
FILLED
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2. Employment Equity
NCI employee profile is characterised by a healthy mix of gender and youth equality, combined with a 
rich combination of expertise and skills. During the year under review, the organisation has effectively 
placed and organised employee capacity to its full potential ensuring that the profile is best positioned 
and aligned to deliver on NCI mandate.

Top 
Management

- -

GENDER

1

Male Female Youth Disability African Coloured Indian White

-1 - --

Senior 
Management

- -6 -2 4 --

Professional
Qualified

9 -16 110 7 --

Skilled 7 -22 -12 10 --

Semi-Skilled 7 -11 -5 6 --

Unskilled 4 -11 -2 9 --

Total 27 -67 132 36 --

SPECIAL GROUP ETHNICITY
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1. Corporate Governance
The Board of Directors is responsible for setting the right ethical tone conducive to Corporate 
Governance within National Construction Incubator.

2. The Accounting Authority
The Role of the Board

Board members shall act jointly as a collective when discharging their duties and no Board member 
shall have any authority to severally perform any act on behalf of NCI unless specifically authorised or 
requested by the Board or authorised nominees of the Board. Board members shall be jointly 
accountable for the decisions of the Board. Board members have a fiduciary duty to act in the best 
interest of NCI, to act with utmost care and due diligence in discharging their duties and avoid conflict 
of interest and declare any such conflict when it arises and to account for any advantages gained in 
discharging their duties on behalf of NCI.  Board members shall act with integrity and not misuse their 
positions to derive personal benefits in the scope of their directorship.The Board will base its decision 
on policy, strategy, facts, analysis and not on prejudice.  

3. Composition Of The Board 2018/2019
The Board is structured to optimize the professional and management abilities of individuals towards 
organisational excellence. The Board of trustees presents a diverse provision of skills, competencies 
and knowledge that has been instrumental in the success of NCI as well as the development of 
emerging contractors. NCI has the board of trustees, which oversees the management of the 
programme.

National Construction Incubator is a well-resourced organization with its own Board of trustees. NCI is 
managed by the Chief Executive Officer who is accountable to the Board of Trustees. The Chief 
Executive Officer is responsible for driving the organization at strategic level, assisted by managers of 
core business units.
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3.1 Board Of Trustees Proles  

Mthunzi Nyandeni
Trustee
Area of Expertise: Finance
Mr. Nyandeni has been a role player in the development field for 
more than twelve years. Prior to joining National Construction 
Incubator, he held various positions in Ithala Development 
Finance Corporation including Senior Analyst, Portfolio 
Manager, Regional Manager, Credit Risk and Divisional 
Manager and Business Finance Manager. Mthunzi also worked 
for First National Bank as the Business Development Officer  

Sbu Bophela
Trustee
Area of Expertise: Finance / Project Management
Mr. Bophela is a Certified Associate of the institute of bankers in 
South Africa-CAIBS (SA) and registered Professional 
Construction Project Manager (PrCPM) with the South African 
Council for the Project & Construction Management 
Professions (SACPCMP). He is also a Resident Principal at BP 
Projects, a professional services entity he established in 2006, 
a Member of the Project Management Institute (PM South 
Africa Chapter,) and a member of the Institute of Directors 
Southern Africa (IoDSA). Amongst other qualifications, Sbu 
holds a Bachelor's Degree in Technology Management, 
Advanced project Management (UNISA) and a Post Graduate 
Diploma in Business Management (University of Natal).
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Dr. Joy Ndlovu
Deputy Chairperson
Area of Expertise: Human Resources / Business 
Development
Dr Joy Ndlovu is innovative and results driven with extensive 
experience in business and people development. She is driving 
product, processes and customer services improvement in 
various highly competitive industries.  She has widespread 
expertise as a director on company Boards across multi-
industries in the private and public sectors.  She holds an MBA, 
BTech Degree in Human Resources Management and other 
related diplomas. She also holds a Doctoral Degree

Paul Heeger
Board Member
Area of Expertise: Civil Engineering / Project 
Management
Paul Heeger is a qualified civil engineer with over 25 years, 
experience in construction engineering and specialising in 
construction project management. Paul holds several 
qualifications within the engineering and construction field. He 
is a registered professional in Construction Project 
Management (SACPCMP).  Architectural Technologist 
(SACAP) and in Civil Engineering Technician and Building 
Structures (ECSA).  He has worked in multi-diNCIpline Civil 
Engineer ing Inf rast ructures wi th in the Munic ipal , 
Petrochemical, Industrial and Harbour Sectors
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Lulama Mxenge
Trustee
Area of Expertise: Leadership
Lulama Mxenge has a Teachers Diploma from Butterworth 
Training College, B Com Ed, Unitra, B Com Hon, UNISA, 
Masters Degree in Business Leadership (MBL), UNISA. She 
taught in different schools in the Eastern Cape.  Ms Mxenge 
was a trustee of Eastern Cape Women Finance Trust and a 
Director and Chairperson of Yakhani Investment Holdings. She 
is currently a Director Sector Development (including Small 
Businesses) Economic Development Directorate of the Nelson 
Mandela Bay Municipality and serves as a Director on the 
National Nelson Mandela Bay ICT Incubator (SNMBICTI) 
board and National Construction Incubator. 

Lindani Dhlomo
Board Member
Area of Expertise: Leadership
Lindani Dhlomo serves on various boards, and brings a wealth 
expertise as founding director of Mind Tunes (Pty) Ltd whose 
primary core offering is business training, manufacturing and 
corporate gifts. He was the KZN Provincial Manager for 
National and during his five-year tenure he established six 
branches across the province.  Having earning various 
academic accolades, he holds a Bachelor of Arts Degree and B 
Ed Degree. With over fifteen years of leadership experience.  
Mr Dhlomo is a passionate public speaker and has a natural flair 
in international business relations and corporate governance 
with various programmes.
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Yandisa Jiya
Board Member
Area of Expertise: Commercial Development / Quantity 
Surveying
Ms Jiya has served as a member of the National Home Builders 
Registration Council and was later appointed as a Chairperson 
of the Eric Molobi Innovation Hub. She is an Associate Member 
of Association South Africa Quantity Surveyors Institute of 
Directors. She has extensive experience in Commercial Offices 
Refurbishment, Commercial Retail Development, Public 
Sector Projects and Housing.  She holds a National Diploma in 
Building, BTech Degree in Quantity Surveying.  She is also an 
MBA candidate.

Cedric Mnguni
Board Member
Area of Expertise: Leadership
Mr Mnguni is currently holding a position of a Provincial 
Manager for Small Enterprise Development Agency in KwaZulu 
Natal. He has completed his Electrical Engineering Degree at 
the University of Witwatersrand and was awarded sponsorship 
through JICA to study Project Management in Japan.  In 
addition to this he holds a B-Tech Degree in Business 
Management and a Post Graduate Diploma in Management. 
Mr Mnguni has a wealth of experience in Fast Moving 
Consumer Goods and has held various management positions.  
His passion lies in packaging Small Enterprise Development 
programmes. 

41 N C I   A N N U A L   R E P O R T   2 0 1 8 - 2 0 1 9



4. Remuneration Of The Board

4.1      Board Member Meeting Attendance

Mr S Bophela

Dr. J Ndlovu

Mr L Dhlomo

Mr B Shangase

R264 960.00

R124 800.00

R0

R105 600.00

R27 000.00

Mr P Heeger

Ms L Mxenge

Ms Y Jiya R180 000.00

R 96 000.00

-

-

MEMBERS TOTALOTHER 
RE-IMBURSEMENTS

-

-

-

-

-

TOTAL

-

-

-

-

-

-

-

OTHER 
ALLOWANCES

R825 360.00

R264 960.00

R124 800.00

REMUNERATION

R0

R105 600.00

R27 000.00

R180 000.00

R 96 000.00

Mr S Bophela (Chairperson)

Dr. J Ndlovu

Mr L Dhlomo

Ms Y Jiya

Mr P Heeger

Ms L Mxenge

Mr C Mnguni

MEMBERS

Mr M Nyandeni

BOARD MEETING ATTENDANCE

ü

25/05/2018 07/09/2018 22/11/2018 27/02/2019

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

A

A

A A

A A
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5. Committees Of The Board

Mr P Heeger (Chairperson)

Ms Y Jiya

Mr S Bophela

Mr M Nyandeni

MEMBERS TECHNICAL COMMITEE

ü

08/05/2018 30/07/2018 29/10/2018 25/01/2019

ü

ü

ü

ü

ü

ü

ü

ü

ü

üü

A

ü

A

A

Dr J Ndlovu (Chairperson)

Ms Y Jiya

Mr S Bophela

Mr M Nyandeni

MEMBERS HUMAN RESOURCE AND REMUNERATION COMMITTEE 

ü

08/05/2018 26/07/2018 30/10/2018 25/01/2019

ü

ü

ü

ü

ü

ü

ü

ü

ü

üü

A

ü

A

ü

Mr B Shangase (Chairperson)

Mr L Dhlomo

Mr C Mnguni

Mr M Nyandeni

MEMBERS AUDIT AND RISK COMITTEE

ü

11/05/2018 23/09/2018 12/11/2018 27/02/2019

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

ü

A

ü

ü
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5.1       Committees Of The Board Terms Of Reference Summary

5.1.1  Audit and Risk Committee

A. The Audit and Risk Committee will review and comment on the following:

Ÿ The effectiveness of the internal controls;

Ÿ The risk areas of The National Construction Incubator's operations to be covered in the scope of 
internal and external audit;

Ÿ The adequacy, reliability and accuracy of financial information;

Ÿ Any accounting and auditing concerns identified as a result of internal and external audits;

Ÿ The National Construction Incubator's compliance with legal and regulatory provisions;

Ÿ The activities of the internal audit function, including its annual work programme, coordination with 
external auditors, the reports of significant investigations and the responses of management to 
specific recommendations; and

Ÿ The Annual Financial Statements of the Trust.

B. The Audit and Risk Committee shall: 

Ÿ Report and make recommendations to the Board;

Ÿ Report on the effectiveness of internal controls in the annual report to the Board;

Ÿ Comment on its evaluation of the financial statements, and effectiveness of controls, in the annual 
report;

Ÿ Nominate for appointment a registered auditor who is independent of The National Construction 
Incubator;

Ÿ Determine the fees to be paid to the auditor and the auditor's terms of reference;

Ÿ Ensure that the appointment of the registered auditor complies with the Companies Act and any 
other legislation relating to the appointment of auditors;

Ÿ Determine the nature and extent of non-audit services which the auditor may provide to The 
National Construction Incubator;

Ÿ Pre-approve any proposed contract with the auditor for the provision of non- audit services which 
the auditor may provide to The National Construction Incubator;

Ÿ receive and deal appropriately with any complaints relating to the accounting practices and internal 
audit of The National Construction Incubator;

Ÿ Ensure and satisfy itself on the expertise, resources and experience   of the Finance function within 
the Trust; and

Ÿ Provide oversight on Risk Management Function of the Trust.
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C.  The Audit and Risk Committee will have the authority to investigate matters within its terms of 

   reference, as identified in this Charter, in order to fulfil its role and responsibilities.

D.  Should a report from the internal audit (or any other source) to the Audit and Risk Committee 
implicate any member of the Board in fraud, corruption or gross negligence, the Chairperson of the 
Audit and Risk Committee must investigate the matter and must promptly report the matter to the 
Chairperson of the Board.

E.  Should any matter arise that requires a criminal charge to be laid against a member of the Board, 
then the matter should be dealt with in terms of the Fraud Prevention Policy which takes the Act into 
account.

F.  The Audit and Risk Committee shall communicate any concerns it deems necessary to the Board. 

G.  The Committee will ensure that a combined assurance model is applied to provide a coordinated 
approach to all assurance activities, and in particular, the Committee should:

Ÿ Ensure that the combined assurance received is appropriate to address all the significant risks 
facing the National Construction Incubator; 

Ÿ Monitor the relationship between the external assurance providers and the institute; and

Ÿ Comment on the effectiveness of the combined assurance model.

H.  The Audit and Risk Committee shall perform the following specific duties:

Financial Accounts

Ÿ The Committee shall review the management accounts and year-end financial statements, and 
any other published financial information with executive management and the external auditor prior 
to submission or approval by the Board and/ or release to the public with particular reference to:

Ÿ Any changes to accounting policy and practice;

Ÿ Any areas where the exercise of judgement is required;

Ÿ Significant changes to the accounts arising from the audit; and

45 N C I   A N N U A L   R E P O R T   2 0 1 8 - 2 0 1 9



Ÿ Compliance with accounting standards or prescribed accounting standards.

Ÿ Enforce full disclosure in terms of the Companies Act. 

Ÿ Review the Annual Report of the National Construction Incubator and recommend to the Board.

Ÿ Consider and recommend the approval of the Budget and Business Plan to the Board.

Internal Audit 

The Audit and Risk Committee shall:

Ÿ Recommend the appointment of the Head of Internal Audit or the outsourced internal audit service 
provider which, while appointed by the Board   of The National Construction Incubator, will interact 
on a regular basis with management and will report to the Audit and Risk Committee. 

Ÿ Take steps to promote and preserve the independence of the Head of Internal Audit or the 
contracted Internal Audit firm, and to ensure that its work   is isolated from Internal and External 
pressures and influences.  

Ÿ Review and update, if necessary, and approve the Internal Audit Charter.

Ÿ Ensure that an Annual Internal Audit Plan and Rolling Three-year Internal Audit Plan is prepared by 
the appointed Internal Audit firm at the beginning of the financial year, and shall approve the Annual 
Internal Audit Plan and Rolling Three-year Internal Audit Plan subject to any changes that it may 
agree with the contracted in Internal Audit firm.

Ÿ At every meeting, the internal audit function should provide a report detailing the status of audit vs 
the Annual Internal Audit Plan, significant or critical findings noted during the audits performed.

Ÿ Ensure receipt within a specified period, a report from the Head of Internal Audit or the appointed 
internal audit service provider, detailing the recommendation for improvements. 

External Audit

The Audit and Risk Committee shall:

Ÿ Receive the annual Audit Report and Management Letter from the External Auditor for review and 
onward submission to the Board.

Ÿ Ensure that appropriate action is taken in respect of any qualifications for the Audit Report, and any 
recommendations made in the Management Letter and Budgets.

Ÿ Discuss and resolve any significant problems or reservations arising from the interim and final 
audits and any matters the auditors wish to discuss.

Risk Management

The Audit and Risk Committee is to ensure that there is a balance between The National Construction 
Incubator's approach to risk management and the nature of The National Construction Incubator's 
legal, operational and financial environment.  The Audit and Risk Committee should assure itself that:

Ÿ The risk strategy reflects the views of the Board;

Ÿ The risk management structure is appropriate to support the strategy;

Ÿ There is adequate control over, and mitigation of critical risks and that responsibility for risk is 
assigned through appropriate mechanisms;
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Ÿ Rigorous risk identification and assessment process is in place;

Ÿ A risk register is maintained, graded, ranked, reviewed and updated from time to time; and

Ÿ A risk management strategy is reviewed annually.

The Audit and Risk Committee shall, in particular, be charged with the following responsibilities:

Ÿ Review the risk philosophy, strategy and policies recommended by management.

Ÿ The Committee will ensure compliance with such policies in accordance with the overall risk profile 
of SCI.  Risk in the broadest sense, i.e. enterprise-wide risk, will be considered by the Committee;

Ÿ Review management reports detailing the adequacy and overall effectiveness of risk 
management, its implementation by management, reports on internal controls and any 
recommendations and confirm that appropriate action has been taken;

Ÿ Review key risk areas and key performance   indicators   of the SCI, and monitor these factors as 
part of a regular review of processes and procedures to ensure the effectiveness of its internal 
systems of control;

Ÿ Review the risk-bearing capacity of the SCI in light of its reserves, insurance coverage, guarantee 
funds or other such financial structures;

Ÿ Assist the Board in its responsibility for disclosure in relation to risk management  acknowledgment 
that it is accountable for the risk management function.

5.1.2  Technical Committee

A. The Committee has an independent role, operating as an overseer and formulator (as required) of 
policies and recommendations. The aforementioned policies and recommendations are thereafter 
subject to be presented to the Board for consideration and final approval.

B.  The Committee assists the Board in ensuring that:

Ÿ NCI operational objectives and responsibilities are being achieved; 

Ÿ Operational records are regularly reviewed and reported on;

Ÿ NCI's overall operational philosophy and performance is in line with NCI's strategic objectives and 
is adding value; 

Ÿ In support of the CEO, the Committee should ensure annual interaction with senior mentorship and 
training staff so as to identify and assess possible growth strategies for evaluation and presentation 
to the Board for its review and decision;

Ÿ Proper oversight is achieved and maintained in terms of investment(s), funding and sustainability 
for identified projects.
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C.  Responsibilities 

The Committee shall perform all the functions necessary to fulfil its role as stated above, including but 
not limited to the following:

Ÿ Committee members will exercise due diligence and will always act in the best interest of NCI.  

Ÿ The Committee is to offer strategic support to the CEO when required on technical matters. 

Ÿ Review NCI's Training & Mentorship Framework philosophy from time to time and encourage 
innovative thinking by supporting the CEO with change management issues, any new innovations, 
products, services or possible strategies, and report back to the Board for further review and 
decision. 

Ÿ Review NCI's investment, funding and sustainability policies and strategies from time to time and 
report back to the Board for further review and decision as and when required.

5.1.3  Human Resources and Remuneration Committee

A. The Committee has an independent role, operating as an overseer and formulator of 
recommendations to the Board for its consideration and final approval.

B.  The Committee assists the Board in ensuring that:

Ÿ NCI remunerates employees and Board Members fairly and responsibly;

Ÿ The disclosure of Board Members Remuneration is accurate, complete and transparent; 

Ÿ NCI's overall Remuneration philosophy promotes the achievement of the NCI's strategic 
objectives, encourage individual performance and reward sustainable value creation;

Ÿ To ensure that there is adequate control over, and mitigation of critical HR risks;

Ÿ Receive reports relating to NCI's Corporate Social Responsibility initiatives;

Ÿ Assist the Board in setting strategy, establishing goals and integrating social responsibility values 
into the daily business activities of the Trust;  

Ÿ The Board has the appropriate composition for it to execute its duties effectively;

Ÿ Board Members and management are appointed through a formal process;

Ÿ Induction of Board Members and staff take place. On-going training and development Board 
Members and staff take place. 

Ÿ The Human Resources Manager together with Supervisors will champion the induction and 
training of employees while the Chairperson and Secretary of the Board will champion the 
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induction and training and development of the Board members;

Ÿ Formal succession plans for the Members of the Board, Chief Executive Officer and senior 
management appointments are in place. Board members must be actively involved in succession 
planning for the CEO and senior management positions; and

Ÿ The committee should ensure that an evaluation of the Board takes place every two years and that 
appropriate corrective action is taken. This should be driven by Chairman of the Board, but the 
committee should facilitate the evaluation. 

C.  Responsibilities

The Committee must perform all the functions necessary to fulfil its role as stated above, including but 
not limited to the following:

Ÿ Reviews and recommends to the Board the NCI's Remuneration philosophy and policies for 
directors and staff.

Ÿ Ensures that the Remuneration strategy reflects the interests of stakeholders, is comparable to the 
general Remuneration environment in the sector, and complies with relevant principles of good 
corporate governance.

Ÿ Considers whether the objectives of the Remuneration policy have been achieved.

Ÿ Ensures that the ratio of fixed and variable pay, in cash and benefits, is aligned with the NCI's 
strategic objectives.

Ÿ Reviews the effectiveness of recorded performance measures that govern the vesting of 
incentives.

Ÿ Ensures that all benefits, including retirement benefits and other financial arrangements, are 
justified and correctly valued.

Ÿ Considers the performance of the Chief Executive Officer, Head Support, Head Contractor 
Development and Training and Chief Financial Officer, executives, when determining their 
Remuneration and make the appropriate recommendations to the Board.

Ÿ Selects an appropriate peer group when comparing Remuneration levels and regularly reviews 
incentive schemes to ensure alignment with similar organisations.

Ÿ Advises on the Remuneration of Board.

Ÿ Plays an oversight role in the development and implementation of NCI's transformation strategy.

Ÿ Monitors NCI's performance pertaining to HR development against internal targets, legislative 
requirements and other applicable standards.

Ÿ Responsible for reviewing and implementing all HR policies, procedures and strategies.

Ÿ Ensuring issues such as employee retention, organisational culture and employee development 
are adequately addressed.
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6. Risk Management
The Board of Trustees as the authority accountable for the affairs of NCI, concerns itself with risk 
management as part of corporate governance and as the area that needs to be managed property for 
the organisation to achieve its set objectives.  

Risk Management is recognised as an integral part of responsible corporate governance. Effective 
management is imperative to NCI to fulfil its mandate and service delivery expectations of funders and 
beneficiaries of the programmes.  

The realization of NCI strategic objectives depends on NCI being able to take calculated risks in a way 
that does not hinder the direct interest of stakeholders. Effective management of risk will enable NCI to 
anticipate and respond to changes in the operating environment as well as make informed decisions 
under conditions of uncertainty.

In identifying the key strategic objectives for National Construction Incubator the following external 
risks that might affect or have an impact in achieving key strategic objectives were also identified and 
these are factors that affect the construction industry and could potentially affect the operations and 
sustainability of NCI.
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NCI External Risk Analysis

ID Risk Description

What is this risk?

Trigger Event/Indicator

What act or event initiates either 
the risk occurrence or precipitates 
the response strategy?

How will you respond to this risk 
and what actions will you take to 
match that response?

Risk Response and
Description

Continency Plan

If the risk becomes a reality, what 
will you do in response as a 
backup or alternative/ workaround?
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1    Politics

Direct Impact:
Objective 1 – To become a self-sustainable organisation
Objective 4 – Reposition the image and identity of the organisation

1.1 Withdrawal of funding

1.2
Incubation programme
redundancy

1.3 Change in political regime

4

2

4

4

4

3

2

1

2

64

16

48
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*Funders Financial 
*Status/Constraints 

*Change in Government 
Policies 
*Lack or poor success rate 
of incubator programme

*Elections 
*Poor service delivery and 
lack of understanding of 
ruling party policy by voters. 

*Explore Additional Funding 
Streams 
*Enhance Stakeholder 
Engagement
*Explore Cost Cutting.                                                 

*Increase business incubation 
advocacy. 
*NCI to develop sound 
stakeholder management 
policy.  

*NCI to remain apolitical. 
*Always enhance and improve 
NCI value add services. 
*Document all success 
stories including amongst 
others, job creation and 
socio economic benefits. 

*Seek funding at least 18 
months prior MOA expiry. 
*Create reserves and 
enhance programme 
development for additional 
Revenue Streams. 

NCI to immediately start 
with product development 
initiatives. .  

*Document all success 
stories and develop a value 
add services strategy 
document. *Create financial 
reserves by identifying 
programmes that can be 
commercialised.   

ID Risk Description Trigger Event/Indicator Contingency PlanRisk Response and
Description 

Direct Impact:
Objective 1 – To become a self-sustainable organisation
Objective 5 – Be a technological driven organisation

2.1 Withdrawal of funding

2.2
Insufficient funding to meet 
objectives

2.3 Change in political regime

4
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4
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*Delays in MOA renewal
*Strain in NCI financial 
standing

*Strain in NCI financial 
standing

*Unstable or declining 
economic climate 
*Decrease in government 
infrastructure spending
*Lack of projects in the 
private sector. 

*Performance reporting
*Strengthen stakeholder 
relationships
*Find methods to affiliate in 
platforms like Mayoral 
Committee 

*Leverage on private sector 
funding and other agencies
*Explore attracting 
international funding
*Identify different sources of 
income
*Review and repackage NCI 
operating model

*NCI to increase/improve 
lobbying for its clients. 
*Encourage contractors in the 
programme to seek 
opportunities in the private 
sector.

*Reallocate funds from 
other streams

*Explore options available 
with NCI bank account

*NCI to encourage its clients 
to diversify and develop 
alternative skills. 

2    Economy
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“We put a sparkle in 
your project.”
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ID Risk Description

What is this risk?

Trigger Event/Indicator

What act or event initiates either 
the risk occurrence or precipitates 
the response strategy?

How will you respond to this risk 
and what actions will you take to 
match that response?

Risk Response and
Description

Continency Plan

If the risk becomes a reality, what 
will you do in response as a 
backup or alternative/ workaround?
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3    Social

Direct Impact:
Objective 4 – Reposition the image and identity of the organisation

3.1 Strike and unrest

3.2 Corruption

2

4

3

4

2

3

24

96
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*Communication breakdown
*Continuity of dissatisfaction 
levels

*Continuous and effective 
communication

*Identify collocation for 
staff members

*Inconsistence payment 
patterns

*Affirm code of good conduct 
and ethics

*Institute legal proceedings

ID Risk Description Trigger Event/Indicator Contingency PlanRisk Response and
Description 
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4    Technology

Direct Impact:
Objective 4 – Reposition the image and identity of the organisation

4.1 Strike and unrest

4.2 Corruption

4

3

4

3

2

1

64

18
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*Failure to access external 
correspondence due to 
non-compatible systems

*Update software to suite 
organisational needs
*Activate relationship with 
MICTSETA

*Use of personal 
communication medium

*Challenge in consolidation 
information on to one 
accessible platform

*Staying abreast of 
technological advancement
*Standardise usage reporting 
templates Socialise NCI staff 
with new systems (IMS)

*Use of manual template

ID Risk Description Trigger Event/Indicator Contingency PlanRisk Response and
Description 
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5    Environment

Direct Impact:
Objective 6 – Build an organisation that is a centre of excellence
Objective 5 – Be a technological driven organisation

5.1 Green Technology

5.2 Climate Change

4

2

3

2

2

2

48

68

E
n

v
ir

o
n

m
e
n

t
E

n
v
ir

o
n

m
e
n

t

*Change in government policy
*Global building technology 
trends

*Engage partners in the green 
technology space
*Source knowledge about 
green technology

*Use of personal 
communication medium

*Adverse weather conditions
*Update insurance cover 
against natural disasters *Identify collocation premises

5.3 Alternative Building Skills

5.4 Poor Infrastructure

4
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3
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*Change in government policy
*Global alternative building 
skills trends

*Engage partners in the 
alternative building 
*Source knowledge about 
alternative skills

*Facilitate information 
sessions about alternative 
building

*Disruptions and delays in 
branch establishments

*Conduct comprehensive 
feasibility assessment 
*Develop infrastructure 
check list

*Procure services from 
alternative providers

6    Legal

Direct Impact:
Objective 2 – Improve and develop business systems

6.1 Change in legislation 1 2 1 4

L
e
g

a
l *Change in political 

administration
*Change in government 
priorities

*Re-align NCI service offering
*Review affected policies *Re-adjust affected operations
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7. Code Of Conduct
NCI operates on a solid policy platform that covers all areas of the organisation. The Board pays 
attention to the effectiveness and relevance of policies, considering all policies that speaks to the 
running and operations of the organisation before implementation, including ensuring that 
management complies with relevant laws and regulations.

National Construction Incubator in its procurement processes, thrive, to give due regard to the 
provisions set out in the Public Finance Management Act of 1999, Treasury Regulations and 
Framework for Supply Chain Management and related pieces of legislation.

Crucial pieces of legislation that govern and regulate the Industry as well as NCI's operations are put 
at the centre of the organisation's operations. NCI has the responsibility to comply with all applicable 
laws and regulations to ensure effective running of the organisation.

8. Audit And Risk Committee Report
The Board Audit and Risk Committee is pleased to present its report for the financial year ended 31 
March 2019.

The Board Audit and Risk Committee reports that it has complied with its responsibilities arising from 
Section 55 of the Public Finance Management Act (PFMA) and Treasury Regulations. The Board 
Audit and Risk Committee has adopted appropriate formal terms of reference and discharged all its 
responsibilities as contained therein namely to review and comment on:

Ÿ The effectiveness of the internal controls;

Ÿ The risk areas of The National Construction Incubator's operations to be covered in the scope 
of internal and external audit;

Ÿ The adequacy, reliability and accuracy of financial information;

Ÿ Any accounting and auditing concerns identified as a result of internal and external audits;

Ÿ The National Construction Incubator's compliance with legal and regulatory provisions;

Ÿ The activities of the internal audit function, including its annual work programme, coordination with 
external auditors, the reports of significant investigations and the responses of management to 
specific recommendations; and

Ÿ The Annual Financial Statements of the Trust.
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The committee continues to look closer to all processes and procedures to ensure internal controls.  In 
the area of risk management, the identified risk matters as outlined in this report are closely monitored 
and reviewed regularly. The finance division have kept tight controls on finance and related matters.  
The committee acknowledge with great concern for the irregularities that were discovered during the 
audit process.  Three issues that were discovered are covered in details in the attached AFS 
Supplementary Report together with measures that have been taken. 

The Board Audit and Risk Committee is satisfied that the co-sources Internal Audit function is 
operating effectively and that it has addressed the risk pertinent to the organisation in its audits. The 
committee exercised oversight over the effectiveness of the internal controls. Assurance functions, as 
well as the integrity of the Annual Financial Statements and Annual Performance Report.

The Board Audit and Risk Committee extends appreciation to the member of the Board, CEO and the 
management team for the cooperation in assisting the Committee to discharge its responsibility.  In 
addition, the effort of the CEO and his team who manage the day to day operations ensuring 
compliance is highly appreciated. 

_______________________________ 

B Shangase
Audit and Risk Committee Chairman
National Construction Incubator Trust

“Creating quality urban 
lifestyles, building 

stronger 
communities.”

Success
Stories



Province:   Gauteng
District/Branch Name: National Construction Incubator
Business Name:  Shondo Civils
Business type:  Construction

Background
Shodo Civils is a 100% black owned company, located in Kempton Park.  The business started 
operating in 2016 and joined the incubator in 2018 at a grade level of CIDB 1CE, 1GB.  The contractor 
has since achieved a pleasing growth in terms of grade levels and turnover.  The contractor is in good 
standing with bodies like SARS, CIDB and NHBRC. 

Challenges / Needs 
Ÿ Following are some of the challenges that the contractor was battling with at the time of joining 

programme: 
Ÿ Access to markets (given the current geo-political climate within the construction industry
Ÿ Government payment patterns (60+); constrain growth because of the cash flow challenges the 

business faces as a result, which has a direct impact on things like businesses bank code; which 
affects the ability to acquire credit from major suppliers within the road construction space

Ÿ Access to capital to fund the company's CAPED and OPE
Ÿ Many development finance institution lending criteria not favorable to emerging contractors
Ÿ Safety management system design and implementation and certification (OHS18 001) so it can tie 

in with existing system to form an integrated SHERQ 
Ÿ Management System accreditations as a competitive advance when competing for private sector 

work 
Ÿ Entrance requirement specially to emerging contractors into the petro chemical sector are 

cumbersome. This is a potential niche market we've identified, which is currently widely operated 
by established players with there being few contractors from a PDI background.

Intervention / Solution by NCI
The contractor was offered business training, coaching and business support from our Business and 
Technical mentors, these included but not limited to:  
Ÿ Business Mentoring
Ÿ Technical Mentoring 
Ÿ Constant Reminders of Compliance Expiry Dates 
Ÿ Tender advertisements from the BDO 
Ÿ BOQ assistance
The contractor was offered technical training, coaching and support by the Technical Mentor, these 
included but not limited to:
Ÿ Training on programming of works
Ÿ Training on Health and Safety
Ÿ Training on Project Management

SUCCESS STORIES 1
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Outcomes / Results
Ÿ Company has grown 2 grades up since joining the incubator program sitting at 2CE & 2GB
Ÿ Shondo Civils is in good standing with bodies like SARS, CIDB and NHBRC.
Ÿ Turnover has gone up from R500 000 to R2 300 000.00 in the first year of incubation 

programmes
Ÿ Shondo is now doing business with commercial industries as well and not only focused in 

government tenders

The program has been very helpful, I have been offered 
business training, coaching and business support from our 
Business and Technical mentors. It is a great opportunity to find 
yourself receiving assistance from or being part of NATIONAL 
Construction Incubator, for Shondo Civils to be where we are 
today it's because of assistance that we received from NCI 
which ensures that we as a SMME we are focused and give our 
projects over 100% concentration

57 N C I   A N N U A L   R E P O R T   2 0 1 8 - 2 0 1 9

Feedback from the Contractor



Province:   Eastern Cape
District/Branch Name: Mthatha
Business Name:  Nobhobho General Construction & Projects
Business type:  Building, Civils, Plumbing & Fencing

Background
Nobhobho General Construction & Projects was established in May 2007.The contractor joined 
National Construction Incubator having suffered from a number of business challenges and 
compliance requirements and needed an intervention to work around these issues.  

Challenges / Needs
Following are some of the challenges that the contractor was battling with at the time of joining 
programme: 
Ÿ Lack of business skills such as financial management, business planning administration and 

marketing
Ÿ No business plan and strategic direction of the business
Ÿ Lack of knowledge of the market they are operating in poor client base
Ÿ Access to funding and export opportunities and markets
Ÿ Accreditation e.g. QMS and certifying bodies (SABS)
Ÿ Inadequate equipment (office or operational)
Ÿ Health and safety compliance

Intervention / Solution by NCI  
Ÿ The Business Advisor assisted the client with the development of marketing material through the 

intervention of National OR Tambo, this was done in March 2019. The marketing material includes 
items such as magnetic stickers, Business cards, tear drop and brochures.

Ÿ The client attended a KZN Expo as a means of exposing the business to other entities operating in 
the construction industry for information sharing, the meeting of various suppliers of material being 
used in the construction industry and the introduction of evolving technologies (services, 
equipment, material etc.)

Ÿ The client also received assistance with CSD compliance
Ÿ A training on building rates was administered in March 2019
Ÿ Employment contracts were issued to client 
Ÿ The client was assisted with the development of an Occupational Health and Safety file for several 

projects

SUCCESS STORIES 2
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Outcomes / Results
Ÿ The business's turnover has improved with about 40% from the date of appointment in the 

programme
Ÿ The marketing material is assisting in the visibility of their brand, the contractor is making full use of 

the marketing material issued to her.
Ÿ The business is now running more efficient in respect of financial management, administration, and 

general operations
Ÿ 42 new job opportunities have been created during the year in review
Ÿ

Feedback from the Contractor
“National Construction Incubator has been assisting me so 
much, there are instances whereby I would have to send claim 
certificates via email and when I get to an internet their systems 
would be down therefore delaying the whole process, so now I 
can easily make use of the resources available. Secondly I have 
been receiving support from the National Construction officials 
in business compliance and technical support (The importance 
of keeping a site diary, daily costing and employment contracts, 
inductions and doing risk assessments)”
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Province:   Limpopo
District/Branch Name: Steelpoort
Business Name:  Mmagongwana General Construction CC
Business type:  Civils and General Building

Background
Mmagongwana General Construction CC (registration number: 2002/016650/23) is a 100% black 
female owned company registered under the Close Corporations Act and was founded in 2002 by Ms. 
Magdeline Paledi who have high technical skills and knowledge of the construction industry. 
Mmagongwana has provided employment opportunities throughout its operation and has managed to 
transfer & offer technical skills to unskilled and semiskilled individuals. Since joining the programme 
the company have successfully completed several projects and increase its turnover.

Challenges / Needs
Following are some of the challenges that the contractor was battling with at the time of joining 
programme: 
Ÿ The client required training in Marketing & Financial management
Ÿ The client required proper understanding of updated Contracts Law
Ÿ Project Management: record keeping on site

Intervention / Solution by NCI  
Ÿ The client is currently having H & S representative on all construction sites and all records are kept 

in the site office. 
Ÿ To date the client has attended all of the trainings that were offered by the incubator and there is a 

lot of improvement on the site administration.
Ÿ The NCI mentors every now and then are holding one on one session with the client in order to 

prevent any challenges that may arise.

Outcomes / Results
The Mmagongwana General Construction CC is also partaking and contributing to jobs creation 
within the Fetakgomo Tubatse Municipality as they are employing skilled and unskilled labor. The 
contractor is aiming to improve communities by training the youth in different skills giving them a 
chance to a better their future.

Feedback from the Contractor
“In order to achieve what we have envisioned our company is aiming to prevent and minimise 
workplace injuries while giving first class service and all can be achieved through continuous support 
from NCI mentorship & Training.”

SUCCESS STORIES 3
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HEAD OFFICE 
199 Anton Lembede Street 
Embassy Building, 23rd Floor Suite 2305 
Tel: 031 368 1207 / 3878 / 6608 
Fax: 031 368 1205 

KWAZULU NATAL

Durban Branch 
127 Johannes Nkosi Street 
Durban, 4000 
Tel: 031 309 4942/40 
Fax: 031 309 4946 

Dundee Branch 
39 Victoria Street 
Princess Magogo Blvd 
Dundee, 3000 
Tel: 034 212 2074 
Fax: 034 212 2359 

Kwamashu Branch 
M76 Bhungezi Road 
KwaMashu, 4360 
Tel: 031 503 5224/5 
Fax: 031 503 5234 

Transnet Mega Hub Empangeni Branch 
20 Brandon Road 
Empangeni, 3880 
Tel: 035 940 3066 

EASTERN CAPE

Nelson Mandela Bay Branch 
85 Burman Road, Deal Party 
Port Elizabeth, 6013 
Tel: 041 486 2595 
Fax: 041 486 2580  

Mthatha Branch 
10 Timber Street 
Vulindlela Heights, Mthatha, 5099 
Tel: 087 945 3249 

East London 
First Floor, CE1 Building, Mbudu Street 
East London Industrial Development Zone 
Lower Chester Road, Sunnyridge 
Tel: 087 373 0801 

GAUTENG

Attridgeville Branch 
351 Cnr. Kalafong Hospital Road and Church 
Street 
Attridgeville, Pretoria West, 0008 
Tel: 087 943 3982 
Fax: 012 373 8061 

Ekurhuleni Branch (Change Name)
68 Rigger Road, MSI Office Park, Block C 
Sparton, Kempton Park, 1620 
Tel: 011 394 0015 / 1387 

Mogale City Branch
41 Commissioner Street 
Krugersdorp 
1739 
Tel: 011 660 1473 

LIMPOPO

Steelport Branch 
351 Unit A7 Farm Spitskop
333KT Road, R555, 
Steelport 1133
Tel: 013 1204 929
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Where to Find Us

info@natci.org.za



TO   :  STAKEHOLDERS
FROM  :  BOARD OF DIRECTORS
DATE   :  13 DECEMBER 2019

Subect : Afs Supplementary Report

1. PURPOSE

1.1  To provide stakeholders with detailed explanation of reportable irregularities contained in 
 the 2018/19 audit report.

2. BACKGROUND

2.1  The 2018/19 audit report and audited annual financial statements were tabled and adopted 
 at the annual general meeting on 6 December 2019. The annual general meeting requested 
 clarity on the reportable irregularities contained in the audit report and recommended that a 
 detailed supplementary report be provided in this regard.

2.2  On 25 October 2019 the external auditors had written to Independent Regulatory Board of 
 Auditors (IRBA) informing them that during the 2018/19 audit of the National Construction 
 Incubator they had uncovered “reportable irregularities” which are detailed in paragraph 3 
 below.

2.3  Reportable irregularity is defined as “any unlawful act or omission committed by any person 
 responsible for the management of an entity, which —
 
 (a) has caused or is likely to cause material financial loss to the entity or to any partner,  
 member, shareholder, creditor or investor of the entity in respect of his, her or its dealings 
 with that entity; or

 (b) is fraudulent or amounts to theft; or

 (c) represents a material breach of any fiduciary duty owed by such person to the entity or  
 any partner, member, shareholder, creditor or investor of the entity under any law applying 
 to the entity or the conduct or management thereof.”

3. REPORTABLE IRREGULARITIES

3.1  Issue 1
 The former Chief Executive Officer (CEO) is the sole signatory of the Trust’s bank accounts 
 and had used the cash send facility for his personal benefit without authorization from the 
 board. A total of R135 648 was received by the CEO from the cash send facility. Out of this 
 amount only R82 227 has been recovered by the Trust through deductions from his salary.  
 An amount of R53 420 was still outstanding as at 31 March 2019.
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3.2  Issue 2
 During the audit we noted that the former CEO used the Trust’s Credit card to effect payments 
 for the amount of R329 690 and no supporting source documents could be provided to validate  
 these payments.

3.3  Issue 3
 The former Human Resource Manager submitted incorrect employee and supplier banking 
 details to the finance department that resulted in fraudulent payments being made to her for 
 the amount of R92 702.

4. HOW THE ISSUES HAVE BEEN ADDRESSED

4.1  Issue 1
 National Construction Incubator Trust (Trust) is aware of the utilization of the Cash Send  
 Facility by the Chief Executive Officer (CEO) of which an amount of R53 420.00 was still 
 outstanding as at 31 March 2019. The Trust noted that the CEO failed to produce appropriate 
 and acceptable supporting documentation detailing how the money was utilized. The Board 
 engaged with the CEO and requested that the entire outstanding amount must be refunded 
 back to the Trust. The CEO agreed to this Board demand and signed the Acknowledgment of 
 Debt (AOD) on 16th September 2019 acknowledging that he will pay the outstanding amount 
 as a once-off from his pension fund pay out. The Board has also commissioned a forensic 
 investigation in this regard to ascertain amongst other things whether there is no criminality 
 involved in this matter. If criminal element is established, the matter will then be reported to law 
 enforcement agencies.

4.2  Issue 2
 The Board noted that the CEO failed to produce appropriate supporting documents for the 
 utilization of the Trust’s credit card for the amount totaling R304 045.35. The Board engaged 
 with the CEO and demanded that he must take personal responsibility for the failure to keep 
 and produce appropriate supporting documents for audit purposes because the credit card 
 was personally entrusted to him and he was required to keep slips/receipts or invoices for the 
 expenses incurred and paid for using the credit card. The CEO agreed to this demand and has 
 signed an Acknowledgement of Debt (AOD) for the entire amount of R304 045.35. 
 Furthermore, the Board commissioned a forensic investigation in this regard to ascertain 
 amongst other things whether there is no criminality involved in the utilization of the credit card. 
 If criminal element is established, the matter will then be reported to law enforcement 
 agencies.

4.3  Issue 3
 The Trust noted that the erstwhile Human Resource Manager submitted incorrect banking 
 details for newly appointed employees and for a creditor thereby defrauding the Trust an  
 amount totaling R92 702. On 25th September 2019 the Trust opened a case of fraud with 
 the South African Police Service’s Commercial Crimes Unit. The case reference number for 
 this matter is CAS 301/6/2019 and detective KG Khumalo s investigating the matter. 
 Furthermore, the Board has instituted a Civil Claim of R92 702.00 with the Durban   
 Magistrate Court against the former Human Resource Manager in order to recover the
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 misappropriated amount. NCI attorneys are handling this process. We hope this report is 
 able to amplify the issues contained in the 2018/19 audit report and more importantly what 
 is being done to rectify and hold the responsible officials accountable. For further enquiries, 
 please do not hesitate to contact the Trust via the office of the CEO on the numbers 
 mentioned above.

Yours faithfully

B Shangase
Audit and Risk Committee Chairman
National Construction Incubator Trust
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National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

Trustees’ Responsibilities And Approval

The trustees are required to maintain adequate accounting records and are responsible for the 
content and integrity of the annual financial statements and related financial information included in 
this report. It is their responsibility to ensure that the annual financial statements fairly present the 
state of affairs of the trust as at the end of the financial year and the results of its operations and cash 
flows for the period then ended, in conformity with the International Financial Reporting Standards for 
Small and Medium-sized Entities and the requirements of the Trust Deed. The external auditors are 
engaged to express an independent opinion on the annual financial statements.

The annual financial statements are prepared in accordance with the International Financial 
Reporting Standard for Small and Medium-sized Entities and the requirements of the Trust Deed and 
are based upon appropriate accounting policies consistently applied and supported by reasonable 
and prudent judgments and estimates. The trustees acknowledge that they are ultimately responsible 
for the system of internal financial control established by the trust and place considerable importance 
on maintaining a strong control environment. To enable the trustees to meet these responsibilities, the 
board of trustees sets standards for internal control aimed at reducing the risk of error or loss in a cost 
effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an 
acceptable level of risk at the trust. These controls are monitored throughout the trust and all 
employees are required to maintain the highest ethical standards in ensuring the trust’s business is 
conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk 
management in the trust is on identifying, assessing, managing and monitoring all known forms of risk 
across the trust. While operating risk cannot be fully eliminated, the trust endeavours to minimise it by 
ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and 
managed within predetermined procedures and constraints.

The trustees are of the opinion, based on the information and explanations given by management, 
that the system of internal control provides reasonable assurance that the financial records may be 
relied on for the preparation of the annual financial statements. However, any system of internal 
financial control can provide only reasonable, and not absolute, assurance against material 
misstatement or loss. The trustees have reviewed the trust’s cash flow forecast for the year to 31 
March 2020 and, in the light of this review and the current financial position. They are satisfied that the 
trust has or has access to adequate resources to continue in operational existence for the foreseeable 
future. 

The external auditors are responsible for independently auditing and reporting on the trust’s annual 
financial statements. The annual financial statements have been examined by the trust’s external 
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auditors and their report is presented on pages 70 to 73

The annual financial statements set out on pages 74 to 93, which have been prepared on the going 
concern basis, were approved by the board of trustees on 29 November 2019 and were signed on its 
behalf by: 

Mr S.E.G Bophela (Chairperson & Trustee)

Durban
29 November 2019

Mr L.P Dhlomo (Board Member)
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 Independent Auditor Report

To the Trustees of The National Construction Incubator Trust

Report on the Audit of the Financial Statements

Opinion 

We have audited the financial statements of The National Construction Incubator Trust set out on 
pages 78 to 93, which comprise the statement of financial position as at 31 March 2019, and the 
statement of surplus or deficit and, statement of changes in funds, and statement of cash flows for the 
year then ended, and notes to the financial statements, including a summary of significant accounting 
policies.

In our opinion, the financial statements present fairly, in all material respects, the financial position of 
National Construction Incubator Trust as at 31 March 2019, and its financial performance and cash 
flows for the year then ended in accordance with International Financial Reporting Standards for 
Small and Medium-sized Entities and the requirements of the Trust deed.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the 
Audit of the Financial Statements section of our report. We are independent of the trust in accordance 
with the sections 290 and 291 of the Independent Regulatory Board for Auditors Code of Professional 
Conduct for Registered Auditors (Revised January 2018), parts 1 and 3 of the ‘Independent 
Regulatory Board for Auditors’ Code of Professional Conduct for Registered Auditors (Revised 
November 2018) (together the IRBA Codes) and other independence requirements applicable to 
performing audits of financial statements in South Africa. 

We have fulfilled our other ethical responsibilities, as applicable in accordance with the IRBA Codes 
and in accordance with other ethical requirements applicable to performing audits in South Africa. The 
IRBA Codes are consistent with the corresponding sections of the ‘International Ethics Standards 
Board for Accountants’ Code of Ethics for Professional Accountants and the ‘International Ethics 
Standards Board for Accountants’ International Code of Ethics for Professional Accountants 
(Including International Independence Standards) respectively.

NGUBANE & CO.
4th Floor North | 5 Arundel Close

Kingsmead Office Park
DURBAN | 4001

PO Box 61977
BISHOPSGATE | 4008 

Tel: +27 31 307 4794 | Fax: +27 31 307 4796
Email: dnb@ngubane.co.za

www.ngubane.co.za
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion.

Other Information
The trustees are responsible for the other information. The other information comprises the Trustees’ 
Responsibility and Trustees’ Report as required by the Trust Deed and the supplementary schedule of 
income and expenditure. The other information does not include the financial statements and our 
auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we don not express 
an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read other information 
and, in doing so, consider whether the other information is materially inconsistent with the financial 
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If 
based on the work we have performed, we conclude that there is a material misstatement of this other 
information: we are required to report that fact. We have nothing ti report in this regard.

Partners: SD Msomi, SM Jogee
Group Chief Executive: SD Msomi
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Responsibilities of the trustees for the Financial Statements
The trustees are responsible for the preparation and fair presentation of the financial statements in 
accordance with International Financial Reporting Standard for Small and Medium-sized Entities and 
the requirements of the Trust Deed and for such internal control as the trustees determine in necessary 
to enable the preparation of financial statements that are free from misstatement, whether due to fraud or 
error.

In preparing the financial statements, the trustees are responsible for assessing the trust’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the 
going concern basis of accounting unless the trustees either intend to liquidate the trust or to cease 
operations, or have no realistic alternative but to do so.

Auditor's responsibilities for the Audit of the Financial Statements
Our 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 our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with 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 the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain 
professional scepticism throughout the audit. We also:

Ÿ Identify and assess the risks of material misstatement of the 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 our 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.

Ÿ 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 trust’s internal control.

Ÿ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the trustees.

Ÿ Conclude in the appropriateness of the trustees use of the going concern basis of accounting based 
on the audit evidence obtained whether a material uncertainty exits related to events or conditions 
that may cast significant doubt on the Trust’s ability to continue as a going concern. If we conclude that 
a material uncertainty exists, we are required to draw attention in our auditor’s report to the related 
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. 
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. 
However, future events or conditions may cause the trust to cease to continue as a going concern.

Ÿ Evaluate the overall presentation, structure and content of the financial statements including the 
disclosures and whether the financial statements represent the underlying transactions and events in 
a manner that achieves fair presentation.
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Ÿ Obtain sufficient, appropriate audit evidence regarding the financial information of the entities or 
business activities within the Trust to express an opinion on the financial statements. We are 
responsible for the direction, supervision and performance of the Trust audit. We remain solely 
responsible for our audit opinion.

We communicate with the trustees regarding, among other matters the planned scope and timing of the 
audit and significant audit findings including any significant deficiencies in internal control that we identify 
during our audit

We also provide the trustees with a statement that we have compiled with relevant ethical requirements 
regarding independence and to communicate with them all relationships and other matters that may 
reasonably be thought to bear on our independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
In terms of the IRBA Rule published in Government Gazette Number 39475 dated 4 December 2015, we 
report tha Ngubane & Co has been the auditor of Nationa Construction Incubator Trust for 6 years. 

In accordance with oyr responsibilities in terms of sections 44(2) and 44(3) of the Auditing Proffession 
Act, we report that we have identified reportable irregularities in terms of the Auditing Profession Act and 
we have reported such matters to the Independent Regulatory Board for Auditors. The issues were 
subsequently resolved by management and to the best of our knowledge are no longer taking place.

The matters pertaining to the reportable irregularities are described below:

1. The former Chief Executive Officer (CEO) is the sole signatory of the Trust’s bank accounts and had 
used the cash send facility for his personal benefit without authorisation from the board. A total of R136 
648 was received by the CEO from the cash send facility. Out of this amount, only R82 227 has been 
recovered by the Trust through deductions from his salary. An amount of R53 420 was still outstanding as 
at 31 March 2019.

2. During the audit we noted that the former CEO used the Trust’s credit card to effect payments of the 
amount of R329 690 and no supporting source documents could be provided to validate these 
payments.

3. The former Human Resources Manager submitted incorrect employee and supplier banking details to 
the finance department that resulted in fradulent payments being made to her for the amount R92 702.

Ngubane & Co. 
Shaheen Jogee
Partner                          
Chartered Accountants (SA) 
Registered Auditors                   

02 December 2019
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National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

Report Of The Trustees

The trustees have pleasure in presenting their report on the Annual Financial Statements of The 
National Construction Incubator Trust for the year ended 31 March 2019.

1. Nature of business

Established in 2006, National Construction Incubator (NCI) is a public benefit organisation mandated 
to develop and mentor emerging construction companies in South Africa. The core business of NCI is 
to develop emerging contractors through the infusion of both technical and business administration 
skills that are aligned with the introduction of technology in order to enhance the effective and efficient 
management of their businesses. 

The NCI is aimed at providing support to selected participants for a period of three years by which time 
each emerging contractor should have advanced by at least one financial level above their entry point 
on the Construction Industry Development Board (CIBD) register and be capable of operating 
unassisted in the open market. Should a particular contractor not wish to advance more than one 
CIDB financial grading, an alternative primary indicator will be agreed-upon, possibly "gross 
income/turnover" if multiple smaller projects are deemed to be the niche market of the particular 
contractor. 

The construction incubation model is one of the interventions that can make a significant impact in 
addressing the challenges faced by emerging contractors in South Africa. Most construction 
businesses (SMME) acknowledge the services offered by the NCI as one of the solutions with regard 
to skills shortage. There is consensus amongst the majority of client stakeholders that the model 
offers a good strategy to assist emerging contractors. The level of formality the model brings to the 
industry is also widely acknowledged and appreciated. 

NCI provides support in three phases of development of emerging contractors: tender phase support, 
construction phase support and general administration support. We have identified these areas as 
being the most critical in terms of need for development and mentorship interventions. As at the end of 
financial year 2018/2019  National Construction Incubator supported 309 construction businesses in 
South Africa.
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The core business of NCI is to develop emerging contractors through the 
infusion of both technical and business administration skills that are 
aligned with the introduction of technology in order to enhance the 
efficiency and efficient management of their businesses.

The incubator is aimed at providing support to selected participants for a 
period of three years by which time each emerging contractor should have 
advanced by at least one financial level above their entry point on the 
CIBD register, and be capable of operating independantly in the open 
market.

£ Business Mentorship
£ Technical Mentorship
£ Training
£ Finance and Administration
£ Human Resources
£ Facilities
£ Marketing

National Construction Incubator Trust

Our Mandate

Our Overall 
Objective

Organisational 
Units
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National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Trustees’ Report

Source of Funding

Branch Network

- Seda
- eThekwini Municipality
- Seda
- Seda & Nelson Mandela Bay Municipality
- Seda
- East London IDZ and ECDC
- Seda
- Ekurhuleni Metropolitan Municipality
- City of Tshwane Metropolitan Municipality
- Limpopo Economic Development 
  Environment & Tourism
- Transnet

Branch

- Durban
- KwaMashu
- Dundee
- Port Elizabeth
- Mthatha
- East London
- Krugersdorp
- Spartan
- Atteridgeville
- Steelport
- Steelport

Funding Source

- Durban
- KwaMashu
- Dundee
- Empangeni (Transnet)

KwaZulu Natal

- Mthatha
- Port Elizabeth
- East London

Eastern Cape

- Krugersdorp
- Spartan
- Atteridgeville

- Steelport

Gauteng

Limpopo

2. Trustees    

Mr S E G Bophela
Mr M W Nyandeni 
Ms L Mxenge

- 309 companies supported
- 1033 job opportunities created
- R301.8 million turnover generated by NCI clients
- 35% of companies are women owned
- 29% of companies are youth owned

Performance 
Highlights

Employee Profile 68 Employees 97% Black 60.87% Female
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National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Trustees’ Report

3. Review of financial results and activities
The financial performance for the year is reflected in the statement of surplus or deficit set out on page 
78 thereof. These results are summarised as follows:

2018  

R

42 945 821

(49 954 874)

287 426

(1 107)

6 722 734

2017

R

41 015 317

(36 735 978)

384 161

(4 015)

4 659 485

Operating income (Revenue & Other income)

Operating expenses 

Interest income

Finance cost

(Deficit) surplus for the year  

Description

4. Change of name of the Trust
During the year, the Board resolved to change the name of the trust from The Seda Construction 
Incubator Trust (SCI) to National Construction Incubator Trust (NCI) in response to Seda’s request to 
all incubators funded by them to discontinue using the Seda as a prefix to their operating names. Thus 
these annual financial statements have been changed accordingly. 

5. Going concern
The trustees believe that the trust has adequate financial resources to continue in operation for the 
foreseeable future and accordingly the annual financial statements have been prepared on a going 
concern basis. The trustees have satisfied themselves that the trust is in a sound financial position ti 
meet its foreseeable cash requirements. The trustees are not aware of any new material changes that 
may adversely impact the trust. The trustees are also not aware of any material non-compliance with 
statutory or regulatory requirements or of any pending changes to legislation which may affect the 
trust.

6. Events after the reporting period

Mr M W Nyandeni resigned as the Chief Executive Officer on 30 September 2019.

Mr S Longwe was appointed as the Acting Chief Executive Officer on 07 October 2019.

The Trustees are not aware of any other material event which occurred after the reporting date and up 
to the date of this report.

7. Auditors
Ngubane & Co. continued in office as auditors for the trust for 2019.
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National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Statement of Financial Position as at 31 March 2019

Assets

Non-Current Assets
Property, plant and equipment
Loan to trustee

Current Assets
Trade and other receivables
Loan to trustee 
Cash and cash equivalents

Total Assets

Funds and Liabilities

Equity
Trust capital
Accumulated surplus

Liabilities

Current Liabilities
Trade and other payables
Provision for leave

Total Funds and Liabilities

Notes R R

2019 2018

 1,828,664
229,721

9,856,164
127,744

1,237,360

13,279,653

100
11,561,680

956,402
761,471

 13,279,653

2,058,385

 1,951,781
-

 1,951,781

11,221,268

18,643,439
-

58,111

20,653,331

18,701,550

11,561,680

100
18,284,414

18,284,514

1,717,873

1,887,127
481,690

2,368,817

 20,653,331

2
3

4
3
5

6

7
8
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National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Statement of Surplus or Decit for the year

Revenue

Other income

Operating expenses

Operating surplus (deficit) before interest

Interest income

Finance costs

(Deficit) surplus for the year

9

10

11

13

14

40,909,608

2,036,213

(7,009,053)

287,426

(1,107)

40,083,164

932,153

384,161

(4,015)

(49,954,874) (36,735,978)

4,279,339

(6,722,734) 4,659,485

Note(s) R R

2019 2018
Restated*
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R

Accumulated 
Surplus

R

Total
Capital

R

Total
Funds

Opening balance as previously reported
Adjustments
Prior period error
Restated* Balance at 01 April 2017 as restated
Surplus for the year as restated
Restated* Balance at 01 April 2018
Deficit for the year
Balance at 31 March 2019 
Note(s)

National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Statement of Changes in Funds

100

-
100

-
100

-
100

6

13,814,650

(189,721)
13,624,929

4,659,485
18,284,414
(6,722,734)
11,561,680

19

13,814,750

(189,721)
13,625,029

4,659,485
18,284,514
(6,722,734)
11,561,780
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Cash flows from operating activities

Cash receipts from funders

Cash paid to suppliers and employees 

Cash generated from operations 

Interest income

Finance costs

Net cash from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment 

Net cash from investing activities

Cash flows from financing activities

Movement in deferred income

Net cash from financing activities

Cash and cash equivalents at the end of the year

Cash and cash equivalents at the end of the year

16

2

5

51,679,676

(49,589,873)

2,089,803

287,426

(1,107)

2,376,122

(955,737)

116,329

(1,196,873)

-

-

58,111

1,237,360

38,181,811

(36,964,877)

(1,216,934)

384,161

(4,015)

1,597,080

(424,137)

189,415

(234,722)

(1,800,000)

(1,800,000)

625,831

58,111

Note(s)

National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Statement of Cash Flows

R R

2019 2018
Restated*

Loan advanced to trustee  (357,465)  -

2

Net Increase (decrease) in cash and cash equipments 1,179,249 (567,720)
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National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

Accounting Policies

1. Basics of preparation and summary of significant accounting policies
 
 Statement of compliance

 The annual financial statements have been prepared in accordance with the 
 International Financial Reporting Standards for Small and Medium-sized Entities and the 
 requirements of the Trust Deed.

 Basis of measurement

 The financial statements have been prepared on a going concern basis using the 
 historical cost concept.

 Use of estimates and judgments

 The preparation of financial statements requires management to make judgements, 
 estimates and assumptions that affect the application of accounting policies and 
 reported amounts of asset, liabilities, income and expenses. Actual results may differ 
 from these estimates. The estimates and underlying assumptions are reviewed on an 
 ongoing basis. Revisions to accounting estimates are recognized in the period in which 
 the estimate is revised and in any future period.

 Significant accounting policies

 The following significant accounting policies, which are consistent with those of the 
 previous year, were applied by the trust during the period:

1.1 Revenue

 Grant Income

 The trust shall recognise grants as follows;
 - a grant that does not impose specified future performance conditions on the recipient is 
    recognised in income when the grant proceeds are receivable:
 - a grant that imposes specified future performance conditions on the recipient is 
 - recognised in income only when the performance conditions are met and
 - grants received before the revenue recognition criteria are satisfied are recognised as a 
   liability.
The trust shall measure grants at fair value of the asset received or receivable.
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 The depreciation charge for each period is recognised in surplus or deficit unless it is included in 
 the carrying amount of another asset. When indicators are present that the useful lives and 
 residual values of items of property, plant and equipment have changed since the most recent 
 annual reporting date, they are reassessed. Any changes are accounted for prospectively as a 
 change in accounting estimate.

 Impairment tests are performed on property, plant and equipment when there is an indicator that 
 they may be impaired. When the carrying amount of the item of property, plant and equipment is 
 assessed to be higher than the estimated recoverable amount, an impairment loss is recognised 
 immediately in surplus or deficit to bring the carrying amount in line with the recoverable amount.

 An item of property, plant and equipment is derecognised upon disposal or when no future 
 economic benefits are expected from its continued use or disposal. Any gain or loss arising from 
 the derecognised of an item of property, plant and equipment, determined as the difference 
 between the net disposal proceeds, if any, and the carrying amount of the item is included in 
 surplus or deficit when the item is derecognised. 

1.3 Financial instruments
 
 Classification

 Financial instruments recognised on the statement of financial position include cash and      
 cash equivalents, trade receivables, investments, leases and trade and other payables.  
 Financial instruments are initially measured at fair value and any subsequent  
 measurement is measured in accordance with section 22 of IFRS for SME’s. 

 Trade and receivable

 Trade receivables generally have 30 days term and are recognised and carried at the  
 invoice amount less an allowance for any uncollectable amounts. Provision is made 
 when there is objective evidence that the trust will not be able to collect the debts. Bad 
 debts are written off  when identified.

 Cash and cash equivalents

 Cash and cash equivalents comprise cash on hand and demand deposits, and other  
 short-term highly liquid investments that are readily convertible to a known amount of 
 cash and are subject to an insignificant risk of changes in value. These are initially and 
 subsequently recorded at fair value.

 Trade and other payable
 Trade and other payables are classified as financial liabilities originated by the trust.  
 These short term amounts are carried at cost which is the fair value of the consideration 
 to be paid in the future for the goods supplied and services rendered.
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 Rental Income

 Revenue from the rental of property and office space is recognised when all the following 
 conditions have been satisfied;
 - the amount of revenue can be measured reliably;
 - it is probable that the economic benefits associated with the transaction will flow to the 
    trust; 
 - the stage of completion of the transaction at the end of the reporting period can be 
   measured reliably; and
 - the costs incurred for the transaction and the costs to complete the transaction can be 
   measured reliably.

 Interest income

 Interest is recognised, in surplus or deficit, using the effective interest method.

1.2  Property, plant and equipment 

 The cost of an item of property, plant and equipment is recognised as an asset when:
 - it is probable that future economic benefits associated with the item will flow to the trust; 
   and
 - the cost of the item can be measured reliably.

 Property, plant and equipment is initially measured at cost. 

 Costs include costs incurred  initially to acquire or construct an item of property, plant and 
 equipment and costs incurred subsequently to add to, replace part of, or service it. If a 
 replacement cost is recognised in the carrying amount of an item of property, plant and 
 equipment, the carrying amount of the replaced part is derecognised. The initial estimate of the 
 costs of dismantling and removing the item and restoring the site on which it is located is also 
 included in the cost of property, plant and equipment.
 
 Property, plant and equipment is carried at cost less accumulated depreciation and any 
 impairment losses. The residual value and the useful life of each asset are reviewed at 
 each financial period-end. Leasehold improvements are capitalised at cost and written 
 off over the period of the lease. Each part of an item of property, plant and equipment with 
 a cost that is significant in relation to the total cost of the item is to be depreciated 
 separately. The depreciation charge for each period is recognised in surplus/ deficit 
 unless it is included in the carrying amount of another asset. Depreciation is calculated 
 on a straight-line basis over the term of an asset's useful life. The useful lives of items of property,  
 plant and equipment have been assessed as follows:

 Item     Description method  Average useful life
 Office equipment    Straight Line   3/5/6 years
 Computer equipment   Straight Line   3 years
 Furniture and fittings   Straight Line   6 years
 Motor vehicles    Straight Line   5 years
 Leasehold improvements  Straight Line   3 years     
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 Derecognition
 
 Financial assets 

 Financial assets are derecognised when the rights to receive cash flows from the  
 investments have expired or have been transferred and the company has transferred
 substantially all risks and rewards of ownership.

 A financial liability is derecognised when the obligation under the liability is discharged or 
 cancelled or expires.

 Where an existing financial liability is replaced by another from the same lender on 
 substantially different terms, or the terms of an existing liability are substantially modified, 
 such an exchange or modification is treated as a derecognition of the original liability and 
 the recognition of a new liability, and the difference in the respective carrying amounts is 
 recognised in the statement of comprehensive income.

 Impairment of financial assets

 At each reporting date the company assesses all financial assets, other than those at fair 
 value through profit or loss, to determine whether there is objective evidence that a 
 financial asset has been impaired.

 If there is an objective evidence that an impairment loss on loans and receivables carried 
 at amortised cost has been incurred, the amount of the loss is measured as the difference 
 between the asset's carrying amount and the present value of estimated future cash 
 flows (excluding future credit losses that have not been incurred) discounted at the 
 financial asset's original effective interest rate (i.e. the effective interest rate 
 compounded at initial recognition).

 The carrying amount of the assets shall be reduced either directly or through the use of 
 an allowance account. The amount of the loss shall be recognised in the statement of 
 comprehensive income. The trust first assesses whether objective evidence of 
 impairment exists individually for financial assets that are individually significant, and 
 individually or collectively for financial assets that are not individually significant.

 If it is determined that no objective evidence of impairment exists for an individually 
 assessed financial assets, whether significant or not, the asset is included in a group of 
 financial assets with similar credit risk characteristics and that group of financial assets is 
 collectively assessed for impairment. Assets that are individually assessed for 
 impairment and for which impairment loss is or continues to be recognised are not 
 included in a collective assessment of impairment. Assets that are individually assessed 
 for impairment and for which impairment loss is or continues to be recognised are not  
 included in a collective assessment of impairment. 
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1.3 Financial instruments (continued)

 If in a subsequent period, the amount of the impairment loss decreases and the decrease 
 can be related objectively to an event occurring after the impairment was recognised, the 
 previously recognised impairment loss is reversed. Any subsequent reversal of an 
 impairment loss is recognised in the statement of comprehensive income, to the extent 
 that the carrying value of the asset does not exceed its amortised cost at the reversal 
 date.

1.4 Taxation
 No provision has been made for taxation on any operating surplus as the trust us a Public Benefit 
 Organisation and is therefore exempt from taxation in accordance with the Income Tax Act No.58 
 of 1982, Section 10(1) (Cn).
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National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Notes to the Annual Financial Statements

2.     Property, plant and equipment

2019 2018

Accumulated

depreciation

Carrying

amountCost Cost

Accumulated

depreciation

Carrying

amount

Furniture and fittings
Motor vehicles
Office equipment
Computer equipment
Leasehold improvements

Total

2,746,472
1,417,625
1,434,694
1,561,548

942,882

8,103,221

(1,978,596)
(1,021,065)
(1,039,842)
(1,292,172)

(942,882)

(6,274,557)

767,876
396,560
394,852
269,376

-

1,828,664

2,758,485
1,504,012
1,488,819
1,544,766

942,822

8,238,964

(1,751,700)
(989,390)

(1,294,818)
(1,308,393)

(942,882)

(6,287,183)

1,006,785
514,622
194,001
236,373

-

1,951,781

R R R R R R

Reconciliation of property, plant and equipment - 2019

Furniture and fittings
Motor vehicles
Office equipment
Computer equipment

Opening
balance

1,006,785
514,622
194,001
236,373

-

1,951,781

225,942
178,781
346,310
204,704

-

955,737

(114,438)
-

(1,593)
(20,334)

(136,365)

(8711)
-
-
-
-

(8,711)

-

(341,702)
(296,843)
(143,866)
(151,367)

-

(933,778)

767,876
396,560
394,852
269,376

-

1,828,664

R R R R R R
Additions Disposals Written-off Depreciation

Closing 
balance

Total

Reconciliation of property, plant and equipment - 2018

Furniture and fittings
Motor vehicles
Office equipment
Computer equipment

Opening
balance

1,247,866
815,178
261,808
236,375

2,561,227

113,316
-

130, 851
179,970

424,137

-
-
-

(15,765)

(15,765)

-
-
-
-

-

354,397)
(300,556)
(198,658)
(164,207)

(1,017,818)

1,006,785
514,622
194,001
236,373

-

1,951,781

R R R R R R

Additions Disposals Written-off Depreciation
Closing 
balance

Total
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Loan to trustee3.

At cost
Loan receivable
Unsecured: The loan receivable of R127 744 is the current portion is in
respect of the credit card expenses and cash send transactions incurred
by Mr M W Nyandeni (Trustee) during the financial period without 
supporting documents which is now treated as loan receivable. The loan
is initially receivable at a once-off payment of R114 230 by 31 December
2019, plus equal monthly instalments of R6 757 receivable effective 01
February 2020.

Loan receivable
Unsecured: The loan receivable of R229 721 is the non-current portion 
is in respect of the credit card expenses and cash send transactions 
incurred by Mr M W Nyandeni (Trustee) during the financial period 
without supporting documents which is now treated as loan receivable. 
The loan is initially receivable at a once-off payment of R114 230 by 31 
December 2019, plus equal monthly instalments of R6 757 receivable 
effective 01 February 2020. 

R R

2018 2017

127,744

357,465

-

-

National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Notes to the Annual Financial Statements

229,721 -

Non-current assets
At amortised cost

229,721 -

Current assets
At amortised cost 127,744 -

357,465 -

Trade and other receivables4.

Trade receivables
Rental debtors
Prepayments
Deposits
Less: Allowance for credit losses

15,936,010
1,012,716

100,688
319,466

(7,512,716)

9,856,164

18,228,122
775,792

99,879
315,438

(775,792)

18,643,439

Allowance for credit losses is made up of Ekurhuleni Grant (R6 500 000) and rental debtors (R1 012 776)
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Cash and cash equivalents5.

Trust capital6.

Trade and other payables7.

Cash and cash equivalents consist of:

Cash on hand
Bank Balances
Short-term deposits

Trust capital:
Balance

Supplier control account
Sundry suppliers 
Credit card balance
Rent received in advance

R R

2019 2018

42,002
615.765
579,593

1,237,360

35,516
18,737

3,858

58,111

100

861,663
49,689
33,050
12,000

928,535
958,592

-
-

956,402 1,887,127

National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Notes to the Annual Financial Statements

100

Provision for leave8.

Reconciliation of provision for leave - 2019

Provision for leave pay

Additions

(692,698) 761,471

Amount 
charged

Reversed TotalOpening
balance

(76,507)1,048,986481,690

Reconciliation of provision for leave - 2018

Provision for leave pay

Additions

(612,229) 481,690

Amount 
charged

Reversed TotalOpening
balance

(204,607)793,539504,987
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Revenue9.

Seda Technology Programme - Mogale City      1,762,000  1,855,016
Seda Technology Programme - Durban       3,792,000 4,490,216
Seda Technology Programme - Mthatha      1,702,000 1,951,648
Seda Technology Programme - uMzinyathi     1,702,000 1,951,648
Seda Technology Programme - Ekurhuleni                   -  1,951,648
Seda Technology Programme - East London     1,880,000 1,299,824
Seda Technology Programme - Limpopo      1,312,000                   -
City of Tshwane Metropolitan Municipality - Atteridgeville    2,811,257 4,946,888
City of Tshwane Metropolitan Municipality - Nellmapius                  -  3,196,703
Eastern Cape Development Corporation - East London     2,257,757               -
Ekurhuleni Metropolitan Municipality - Spartan                  3,500,000  3,000,000
Ethekwini Metropolitan Municipality - Vukuphile Project    8,595,520 7,545,520
Ethekwini Metropolitan Municipality - KwaMashu     2,811,257 3,196,880
Ekurhuleni Metropolitan Municipality - Vukuphile Project                 -  1,397,173
Limpopo Economic Development, Environment and Tourism   1,800,000 1,800,000 
Nelson Mandela Bay Metropolitan Municipality - Port Elizabeth   1,500,000 1,500,000      
Construction Education and Training Authority - Durban       1,388,917               -
Transnet - Empangeni Branch       4,094,900               -
                40,909,608           40,083,164 

R R

2019 2018

Other income10.

Profit on sale of property, plant and equipment                                   -          173,650
Rental income        230,131                211,857
Sundry income                           450,629          546,646
Mentorship income       1,355,453                -
                   2,036,213           932,153

Operating surplus (deficit) before interest 11.

Operating (deficit) surplus before interest for this year is stated after accounting for the following:
Operating lease charges
Premises
- Contractual amounts        2,900,326   2,710,421
(Loss) profit on sale of property, plant and equipment                     (20,036)   173,650
Depreciation on property, plant and equipment        933,778  1,017,818
Employee costs         23,460,782  19,024,401

Depreciation12.

The following items are included within depreciation:

Depriciation

Property, plant and equipment                                    933,778             1,017,818

National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Notes to the Annual Financial Statements
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Interest income13.

Interest income            
Bank                      287,426                384,161

Commitments17.

Operating leases - as leasee

Finance costs14.

Bank                           1,107         4,015

R R

2019 2018

Minimum lease payments due

- within one year                  1,431,808   1,235,898
- in second to fifth year inclusive       1,362,623  2,794,431
- later than five years
                   2,794,431       40,030,329

Cash generated from (utilised in) operations16.

(Deficit) surplus for the year              (6,722,734)        4,659,485
Adjustments for:
Depreciation            933,778  1,017,818
(Loss) profit on sale of property, plant and equipment                 20,036         (173,650)
Interest income         (287,426)  (384,161)
Finance costs                        1,107               4,015
Movements in provisions                   279,781                481,690
Fixed assets written-off                        8,711            -
Changes in working capital:       
Decrease (increase) in trade and other receivables        8,787,275      (2,833,506)
Decrease in trade and other payables               (930,725)      (1,203,145)
            2,089,803    1,216,934

Auditor’s renumeration15.

External audit                      103,027       89,914
Internal audit                      38,324      86,526
                     141,351           176,440

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

National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Notes to the Annual Financial Statements
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Related parties18.

Relationship
Member of key management        (Chief Executive Officer - Mr M W Nyandeni)    

Compensation paid to key management

R R

2019 2018

National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Notes to the Annual Financial Statements

Basic salary                   1,378,514           1,317,984
Allowances (travel and telephone)                   172,058              184,917
Other short term benefits         68,114             66,018
                     1,618,686        1,568,919
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Prior period error19.

Computer software and licencing, in the previous periods, were capitalised in error. The computer software and 
licencing shall be expensed in full in the period of acquisition and or licencing and prior periods have been 
corrected accordingly.

The correction of the error results in adjustments as follows:

R R

2019 2018

National Construction Incubator Trust
Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
Annual Financial Statements for the year ended 31 March 2019

 Notes to the Annual Financial Statements

Statement of Financial Position
Decrease in property, plant and equipment - cost                          -             (785,030)
Decrease in property, plant and equipment - accumulated depreciation                        -               630,605
Decrease in accumulated surplus                              -             (154,425)

Surplus or Deficit for the year
Decrease in depreciation                           -                165,376
Increase in computer expense                               -             (130,079)
Increase in surplus                                -               (35,296)

Board Members’ emoluments20.

Mr SEG Bophela (Chairperson and Trustee)                264,960           276,480
Mr  B M Shangase (Audit Committee Member)          27,000       27,000
Dr. J Ndlovu (Board Member)                  124,800           172,800
Ms Y Jiya (Board Member)         180,000    220,800
Mr P Heeger (Board Member)                    96,000             144,00
Mr L P Dhlomo (Board Member)                  105,600                 115,200 
Total                 798,360           956,280

Irregular expenditure21.

The trust identified irregular expenditure totalling R139,003 during the current financial year. A total of R92,702 
of the said amount was due to fraudulent payments, while R46,301 was related to erroneous payments made to 
the employees that had resigned. The fraudulent payments have been reported to the South African Police 
Services, and the Human Resource Manager that was responsible for the irregular transactions or payments 
has since resigned.
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Formerly The SEDA Construction Incubator Trust 
(Registration number IT 183/2008/N)
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Detailed Income Statement

Note(s) R R

2019 2018
Restated*

Revenue

Grant received 

Other income

Rental income

Sundry income

Mentorship income

Profit on sale of property, plant and equipment

Expenses (Refer to page 95)

Operating (deficit) surplus before interest

Finance costs

Interest income

40,909,606 40,083,164

230,131

450,629

1,355,453

-

211,857

546,646

-

173,650

2,036,213 932,153

(49,954,874) (36,771,276)

11

14

(7,009,053)

(1,107)

287,426

286,319

4,244,042

(4,015)

384,161

380,146

(Deficit) surplus for the year (6,722,734) 4,624,189

*See Note 19
The supplementary information presented does not form part of the annual financial statements and is unaudited
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Detailed Income Statement

Note(s) R R

2019 2018
Restated*

Operating expenses
Advertising
Auditors remuneration
Bank charges
Board members’ emoluments
Board members’ expenses
Computer expenses
Conference
Consulting
Consumables
Depreciation
Donations
Employee costs
Fines and penalties
Fixed assets written-off
Flowers
IT expenses
Insurance
Lease rentals on operating lease
Legal expenses 
Loss due to fraud and error
Loss on sale of property, plant and equipment 
Motor vehicle expenses
Municipal expenses
Non-capital assets
Occupational injuries and diseases
Office decorations
Postage
Printing and stationery
Project expenses
Provision for bad debts adjustments 
Refreshments
Repairs and maintenance
Security
Setup costs
Staff recruitments
Staff welfare
Stakeholder relationship costs
Subscriptions
Telephone and fax
Training
Travel - local
Travel - overseas

218,991
141,351

58,893
798,360

90,859
15,993

101,517
587,668

24,062
993,778

555
23,460,782

41,806
8,711
4,814

561,204
300,236

2,900,326
25,163

139,003
20,036

101,165
955,601

6,437
22,872
19,078
37,782

651,850
7,379,324
8,736,924

37,199
92,688

598,966
-

174,575
265,786
692,866
129,057
702,100

72,364
844,132

-
36,771,275

121,068
176,440

51,992
956,280
188,191
130,079
109,419
544,037

5,265
1,017,818

380
19,024,401

130,252
-

5,400
578,426
252,829

2,710,421
-
-
-

72,469
887,080

33,867
31,931
15,381
26,404

405,816
5,789,641

642,827
24,960
50,295

451,301
10,625
69,215

225,390
60,193
87,358

776,492
173,433
857,446

41,155
36,771,275
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NOTES
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