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ABOUT THIS REPORT
Seda Construction Incubator remains committed to its mandate, in supporting historically
disadvantaged emerging contractors. With a ﬁrm mandate and a volatile economy, prudent
measures and new innovative solutions were the tone of the organisation's strategies and
operations. Casualties were inevitable in this ﬁnancial year both with clients, partners and
staff members as SCI survived the economic downturn faced in the previous consecutive
ﬁnancial years in South Africa (and globally).
It is with conﬁdence that I present to the funders and stakeholders this Annual Report for the
ﬁnancial year 2017/2018. The report aims to provide a deﬁned account of the performance of
the Seda Construction Incubator inline with its mandate, mentorship model and strategies.
SCI's funding consists of government agencies, municipalities, development agencies, State
Owned Entities and Private Sector. As a government funded organisation, SCI is not only to
be responsive in its reporting to its stakeholders and funders but to also drive the
transformation agenda where stakeholders may seem not to be prioritizing the sector.
This annual report is aimed at covering activities in the ﬁve provinces namely KwaZulu Natal,
Western Cape, Gauteng, Eastern Cape and Limpopo, where SCI has a footprint.
Forward-Looking Statements
Certain statements in this document are forward-looking. These relate to, inter-alia, the plans,
objectives, goals, strategies, future operations and performance of SCI. Words such as
'anticipates', 'estimates', 'expects', 'projects', 'believes', 'intends', 'plans', 'may', 'will' and
'should' and similar expressions are typically indicative of a forward-looking statement. These
statements are not guarantees of SCI's future operating, ﬁnancial or other results and involve
certain risks, uncertainties and assumptions.
Assurance
The National Government has legislated the thirty percent (30%) set-aside Preferential
Procurement Policy (PPP) for all Government and Private sector to afford business
opportunities to emerging black owned companies through subcontracting opportunities,
joint ventures etc. Within this context, SCI is not only enthused, but conﬁdent in it's positioning
as an implementing agent for comprehensive contractor development. Where SCI's unique
proposition is the mentorship model which ensures continuity for the organisation and sound
interventions for SMMME's. The aim is to attract like-minded organisations ranging from
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Municipalities, State Owned Entities to the Private Sector and other stakeholders to partner
with SCI to make a greater impact in the growth and economic development of black business
in the construction sector across the country.
The National Development Plan (NDP) and National Infrastructure Plan (NIP) are
cornerstones of the government's developmental agenda. Within the context of its mandate,
SCI embraces these policy frameworks and seeks to deﬁne its role in assisting the
government further towards its developmental objectives, primarily where Small Business
Development is concerned. Where the Ministry of Small Business Development
commissioned a study by the Global Entrepreneurship and Development Institute (GEDI),
which revealed that South Africa is making signiﬁcant progress, ranked 2nd on the continent
in terms of the quality of its small businesses and the development of an entrepreneurial
ecosystem. SCI maintains its relevance in the South African landscape of the construction
industry is propelled to improve its offering and increase it's impact in partnership with various
stakeholders beyond the traditional approach to incubation.
Corporate governance is the engine for SCI's ultimate performance, where the audit and risk
committee is responsible for reviewing and recommending the integrated report and the
annual ﬁnancial statements to the board for approval. We believe that all initiatives we have
taken as the board, involve a process of long-term sustainable work and achievable results.
This report aims to fairly present the performance of the Seda Construction Incubator in
context to the external risk factors identiﬁed and mitigated.
I have the honour to present to the funders and stakeholders this Annual Report for the
ﬁnancial year 2017/2018. It aims to provide a simple and concise overview of the
performance and prospects of the Seda Construction Incubator (SCI), presenting the
organisation's mandate, Mentorship Model and Strategy. The Seda Construction Incubator is
a government funded development programme mandated to develop and mentor emerging
construction companies in South Africa. As such, SCI is to be responsive in its reporting to its
stakeholders and funders across all spheres.

Sbu Bophela
Chairperson
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VISION, MISSION & VALUES

Our Vision
To be the leader and center of excellence in the development of competitive Small and
Medium Construction Enterprise through the provision of innovative support interventions.
Our Mission
To enhance the capacity of construction SMME's through the structured transfer of business
and technical knowledge, which leads to sustainable business practices, signiﬁcant job
creation and positive contribution to the South African economy.
Our Values
Seda Construction Incubator applies our values in everything we do:
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

Integrity
Accountability
Reliability
Respect
Team Work
Commitment
Professionalism

5
SEDA

CONSTRUCTION

I N C U B AT O R

ANNUAL

REPORT

2017 - 2018

SCI AT A GLANCE

Seda Construction Incubator
The core business of SCI 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 management of their businesses.

Our Mandate

Our Overall Objective The incubator is aimed at providing support to selected participants
for a period of three years, by which 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.
Organisational Units

Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

Business Mentorship
Technical Mentorship
Training Unit
Finance and Administration Department
Facilities Department
Monitoring and Evaluation Department
Marketing and Stakeholder Relations Department
Human Resources
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Our Footprint
Seda Construction Incubator
Branch Network
KwaZulu Natal

£ Durban
£ KwaMashu
£ Dundee

Eastern Cape

£ Mthatha
£ Port Elizabeth
£ East London
£
£
£
£

Gauteng
Limpopo

Krugersdorp
Spartan
Attridgeville
Nellmapius

£ Steelport
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SCI Funding Partners
BRANCH NETWORK

FUNDING PARTNERS

Durban
Kwa-Mashu
Dundee
Port Elizabeth
Mthatha
East London
Krugersdorp
Ekurhuleni Sparton
Attridgeville
Nellmapius
Limpopo

Seda
Seda and eThekwini Municipality
Seda
Seda and Nelson Mandela Bay Municipality
Seda
Eastern Cape Development Corporation
Seda (Mogale City Municipality)
Ekurhuleni Metropolitan Municipality
City of Tshwane Metropolitan Municipality
Seda and Tshwane Metropolitan Municipality
Limpopo Economic Development & Tourism
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signiﬁcant contributor to employment and
growth in South Africa. Since our last report
annual report and observations, the GDP
ﬁgures for the ﬁrst quarter of 2018 have been
released (as per SAFCEC state of the
Industry Report), which were very poor, and
worse than expected. It is reported that
overall, the economy shrank by 2.2 percent
in the ﬁrst quarter, according to the
seasonally adjusted quarterly ﬁgures. Where
according to latest GDP ﬁgures released by
Stats SA, the value add in the construction
sector declined for the ﬁfth consecutive
quarter in the ﬁrst quarter of 2018, down by
1.9 percent year on year (seasonally
adjusted annualised rate), largely in line with
expectations.
CHAIRPERSON’S OVERVIEW
On the other hand, the short-term outlook for
the construction sector is not good, as the
sector tends to lag growth in the overall
economy. It is only prudent to only expect a
more positive outlook in 2 to 3 years' time and
therefore adjust board and operational
strategies as such. It is however not all doom
and gloom for SCI as we continue to be a
solutions provider in the contractor
development space and Public Private
Partnerships (PPPs) will form a signiﬁcant
percentage of SCI's funding portfolio due to
government's bold pronouncements of
transformation in the overall SMME arena.

Each year presents its unique set of
challenges and successes, however this
ﬁnancial year has brought to light the
economic challenges the country is facing
where government priorities are testament to
this plight. Delayed and decreased funding
from some funders has not deterred the
board from its commitment and mandate, to
support emerging construction businesses in
South Africa. The challenges have fueled the
organisation in developing innovative
strategies in increasing its funding portfolio
while improving operational efﬁciencies.
These threatening external factors have
allowed the board an opportunity to
scrutinize the current strategies and
reconcile variances where threats seemed to
be most evident. As a result, structured
internal systems and a dedicated team that
ensure all strategic objectives are carried out
in the most seamless way possible have yet
again ensured growth for SCI.

Governance

This year marks SCI's marks eleven years
since SCI's establishment in 2006 and SCI is
not short of success and lessons learnt over
this period. As a result, SCI has tested,
improved strategies and systems which are
structured with approval from board level to
management and ﬁltered through at all levels
within the organisation. SCI continues to live
The construction industry still remains a by its values in all operations where all
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members of the board and staff members are
not just numbers in the system, but are brand
ambassadors within the organisation also to
all stakeholders. SCI presents a clean
ﬁnancial audit for the year under review and
this presents high conﬁdence to our partners,
stakeholders and sponsors that all resources
are allocated and distributed for the highest
beneﬁt and impact to the beneﬁciaries in the
programme. These structures and systems
in place are a continuous work in progress,
and therefore set SCI in a trusted position for
future funders and partners in expanding its
footprint.

City, Ethekwini Municipality, Ekurhuleni
Metropolitan Municipality, and Limpopo
Economic Development and Tourism)
stakeholders and sponsors for their
continued support which enables the
organisation to deliver on its mandate. SCI
has a number of associates at different levels
and would like to assure all of them that their
involvement is instrumental in SCI moving
forward. Last but not least, we thank the
Ministry for small Business Development for
creating various platforms in recognition and
support for Small Business Incubation.

Way Forward
SCI continues to commit itself in being the
leader in contractor development in the Sbu Bophela
country. This vision will be achieved through Chairperson
ensuring excellence in all our engagements
of current strategies, and ensuring effective
implementation of the new strategies. We
seek to further invest our energy in all forms
at our disposal to improving our offering,
continued fostering of synergies with other
contractor development programmes,
strengthening relationships with State
Owned Entities and with the private sector
while plugging into higher government
structures that will buy into the programme.
Acknowledgement
On behalf of the Board of Trustees, thanking
the SCI staff and management of the
organisation and the teams that drive all
programmes and interventions, I would like to
extend my gratitude to our partners (i.e.
Small Enterprise Development Agency, City
of Tshwane Metropolitan Municipality, East
London Development Corporation, East
London IDZ, Nelson Mandela Bay, Mogale
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Our Team
The SCI team is made out of 66 (sixty six)
dynamic employees who have been
instrumental to the success of the
organisation. We have in the current year
implemented the new organisational
structure that encompasses 2 (two) new
positions; Head of Contractor Development
and Business Development and Training
Manager. Due to the growth of the
organisation and its activities, it became
critical to have these roles activated to
ensure optimal delivery on our programme
and alignment to the policies, mandate and
deliverables. As an organisation we also
continue to invest in our people in nurturing
and retaining the talent that we have.

CEO’S OVERVIEW
The choice of entrepreneurship as a career
choice for many in our country especially the
youth, remains an outcry for the incubation
stewards, especially in the construction
sector. This is in light of overcoming the
challenges faced by the youth and women to
conduct business in the industry. SCI is
strengthening relationships with current and
new stakeholders to improve this deﬁciency.

Our Clients
During the year in review, we had 269 (two
hundred and sixty nine) construction
businesses in our portfolio. Our commitment
has always been to ensure that we provide
exceptional high quality service to our
clients, emerging contractors. We have
rolled out all planned activities in terms of
trainings, mentorship and general support
required by emerging contractors to
succeed. A number of our clients are
showing good signs of growth and
improvement in their businesses, where
further growth is diagnosed after graduation.
These contractors are then migrated to the
post incubation programme. This growth is
not only measured by turnover generated,
but equally important is SMME retention right
through to graduation, where this year 34
(thirty four) contractors graduated.

Our mandate of supporting emerging
contractors continues to be the core focus in
all we do. Where emerging contractors are
presented with a somewhat fair competitive
advantage by virtue of using all the resources
presented to them through the programme.
We are further determined to defend our
position in SMME Development space by
being the leading contractor development
programme in the country and this requires
that we continuously respond and adapt to
the needs of contractors and clients in the
industry.
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Key Performance Indicators
Financial year 2017/2018 informs us that conditions within the construction sector remain
tough, on balance. Indicators from Industry Insight suggest the contracting construction
sector as a whole with less awarding of projects in the ﬁrst quarter of the 2017/2018 ﬁnancial
year, contractions for both the building and civil sectors. This feed is critical for SCI, as most
emerging contractors register their trades in these two classes given the relatively lax trade
barriers to entry. With more projects coming out to tender, the private building market still
shows contractions (as per SAFCEC State of Industry Report). However, Longer-term
indicators are more positive and SCI's strides in fostering strategic PPP's to increase the
value of our potential funders' portfolio by the close of 2017/2018 ﬁnancial year. Inspite of the
challenges, SCI managed to achieve the ﬂoowing results:

Targets

SCI KPI

Achieved

Reasons for deviation

Clients/ SMME's
Supported
Jobs Created
(Permanent)

300

269

1000

1033

Temporal

N/A

89

Turnover Accumulated

R300 Million

R 299 564 621

Graduation Planned

80%

24%

Co-Ordination of Structured Training
with CETA and Drop Outs

Women Owned

40%

34%

Youth Owned

35%

28%

Targeting Criteria
Chronological Effects

Drop Outs in the programme due to
external economic factors

Temporal jobs cannot be ignored in
the sector as it is a sector trade
strategy for proﬁtability for SMME's

Financial Position
The ﬁnancial statements present a true reﬂection of the organisation's ﬁnancial performance
and ﬁnancial position. SCI's ﬁnance department has played a commendable role in ensuring
that the organisation and its employees abide by its ﬁnancial policies, practices ethical
behaviour, accountability and sound ﬁnancial management in all our operations. I would like
to express my gratitude to the Board of Trustees, management, staff at our branches and to
all stakeholders.

Mthunzi Nyandeni
Chief Executive Ofﬁcer
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IN CONTEXT
Established in 2006, Seda Construction Incubator (SCI) is a public beneﬁt organisation
mandated to develop and mentor emerging construction companies in South Africa. The
Core business of SCI is to develop emerging contractors through the infusion of both
technical and business administration skills that are aligned with the introductory of
technology in order to enhance the efﬁciency and management of their businesses.
The Incubator is aimed at providing support to selected participants for a period of three years
by which 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 on, possibly “gross income or
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, but 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 SCI as one of the solutions with regard 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 SCI model brings to the industry is also widely
acknowledged and appreciated.
SCI provides support in three phases of development of the emerging contractors; Tender
Phase Support, Construction Phase Support and General Administrative Support. We have
identiﬁed these three areas as being the most critical in terms of the need for development
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and mentorship interventions. To date under current year in review, the Seda Construction
Incubator supports 269 construction companies in South Africa.
Rationale and Purpose of the Construction Incubator
The 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 forms a major indicator
of the performance of the Incubator as well that of the individual contractor. Emphasis will be
placed during contractors' third (and ﬁnal) year of tenure, on consolidating capacity in
preparation for his/her exit from the Incubator. This will 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, production systems are operational etc.
Programme Structure
For the effective development of the emerging contractor, certain selection and development
criteria is engineered in such a way that during the development of a contractor efﬁcient
allocation of resources and programme design is kept relevant to the contemporary need of
the emerging contracting business as well as industry.
The model has four programme phases:
Ÿ Outreach Programme
Ÿ Pre-Incubator Programme
Ÿ Mainstream Incubation
Ÿ Post Incubation
14
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The Outreach Programme
The Outreach Programme in principle becomes a programme through which for a 6 month
period, an aspirant construction contracting business is being introduced to the construction
environment and industry so that he / she is at a state of compliance for the Pre-Incubator
programme at the end of the 6 months - through:
Ÿ Information sessions 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), as well as
Ÿ Business Development (Advisory) and tendering support.
Pre-Incubation Programme
The Pre-Incubator Programme may be deﬁned as the programme through which for a year
(18 months), an emerging CIDB Grade 1 and 2 construction contracting business - is
supported by:
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 workshops, and
Ÿ Virtual ofﬁce facilities as well as industry technology applications.
15
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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 open market place and this will be done
through:
Ÿ Business Development (Advisory)Services,
Ÿ Marketing and Business Plan Development,
Ÿ Information and Networking Platforms,
Ÿ Structured Training,
Ÿ Support workshops,
Ÿ Ofﬁce facilities as well as industry technology applications, and
Ÿ Tender Phase, Construction Phase and Post Tender Phase Support.
Post-Incubation 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 open market place and this will be done
through:
Ÿ Business Development (Advisory)Services,
Ÿ Marketing and Business Plan Development,
Ÿ Information and Networking Platforms,
Ÿ Structured Training,
Ÿ Support workshops,
Ÿ Ofﬁce facilities as well as industry technology applications, and
16
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Ÿ Tender Phase, Construction Phase and Post Tender Phase Support.

Post-incubation Programme
The Post-Incubation Programme may be deﬁned as the programme through which for the
duration of a year, graduating contractors at the year of completion of the Mainstream
Incubator Programme, on the sole discretion of the Seda Construction Incubator – may apply
and be granted the Post Incubator status.
Largely these contracting businesses as would be regarded to carry the programme 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 subcontracting 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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SERVICES OFFERED BY SEDA CONSTRUCTION INCUBATOR
Ÿ The services offered by the Seda Construction Incubator consist of three tiers as stated

below;
Ÿ TENDER PHASE SUPPORT; when the contractor wishes to acquire work in the form of

Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

contracts they need to be priced correctly, with clear proﬁt margins, and all expenses to be
recoverable ensuring a proﬁtable business and clear ﬁnancial formula for success.
For the emerging contractor to submit competitive tenders, the incubator will assist with the
following services:
The Identiﬁcation of Work/Project/Tender Opportunities
Skills and Capacity Audit/Assessment
Pricing and Estimating
Assistance on compilation and submission of tender documentation
The Facilitation of Performance Guarantees
Insurances, Contractors' All Risk, but also other insurances
Statutory Registration compliance, notably CIDB, VAT, PAYE, WCA, UIF
CONSTRUCTION PHASE SUPPORT; after securing or being awarded the contract, there
is a contractual period in which the contractor has to prepare for occupation or possession
of the site

Processes that are speciﬁcally the domain of the company directorship or management need
to be properly and professionally managed. These necessary administrative functions are
sometimes used as a measurement of capability by the attending professional consultant on
the project. Correct, clear and concise understanding can ensure a pathway to
recommendation for future and current projects. Once a project is secured via appointment by
the Client Body, the following activities will be facilitated by the Incubator:
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Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

Programming and Resource Scheduling
Cash Flow Forecasting
Site Administration Systems Development, including budget and Actual cost reporting
Quality Control mechanisms
Work Measurements and Payment Certiﬁcation
Claims for Variations and Extras
Management of sub-contractors
General Business Administration

This also includes Site Supervision; interaction with the Site Foreman is essential in ensuring
that the information and skill requirements are thoroughly understood by all role players in the
transfer process. Stronger Site Supervision allows the contractor's management teams a
certain amount of independence and autonomy, thereby creating opportunities. POST
TENDER PHASE SUPPORT; Assessing the Contractors own business model, having inputs
into real life business needs, compliance with the law and other similar “non-construction
speciﬁc” requirements.
As the SCI process model not only provides a development pathway over a three-year period,
it also serves to provide the Clients with opportunities to plan their business development and
needs beyond that period. Providing support to selected participants for a period of 3 years by
which time each 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.
As SCI recognizes that in a business sense, Construction is not simply that, assistance may
include a range of services such as providing access to technology and to business
development support services such as venture capital. Technical training in which the
19
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incubatees are assessed in the skills needed to complete the projects that they have won
through their own endeavours. Clients are coached in a range of skills in the undertaking of a
SAQA qualiﬁcation in line with an NQF level 5 providing the skills transfer in a recognised
format in the ﬁelds of General Building, Electrical and Civil Engineering Construction.
Success Factors of a Contractor Development Programme
The success of the programme is determined by the following factors;
Ÿ Securing of off-take agreements for incubatees during their incubation period by the
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

relevant stake-holders
Attendance of the full two year programme module
Attendance of 60% of workshops and seminars
Mentor assessment of contractors in the programme
Contractor business compliance being up to date, including CIDB, SARS, Department of
Labour and CIPC
Growth in CIDB grade at least by one after two years
The mentorship approach to success is key to the success or failure not only of the
programme, but also that of the individual within the programme.

It is in this effort that the SCI Client Training and Mentorship Framework is hereunder
established under the following headings:
1. The National Qualiﬁcations Framework Implementation Path for Incubation in
Construction Contracting
2. The National Qualiﬁcations Framework Implementation Path for Incubation in the
Supervision of Construction Processes

20
SEDA

CONSTRUCTION

I N C U B AT O R

ANNUAL

REPORT

2017 - 2018

3. The National Qualiﬁcations Framework Implementation Path for Skills and Incubation in
Building and Civil Construction.

Operational Structure

The operational structure of the organisation as presented above, is based on a number of
key elements that have been a foundation for success of the interventions implemented.
Below are some of the key elements contributing towards our success:
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Seda Construction Incubator Success Elements
RESOURCE

SUB-RESOURCE

RATIONALE

In-house Mentors
and Staff

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

The rational behind using in-house
mentors is based on the fact that
contractors continuously need
professional advice as they execute their
projects. Mentors are employed by the
incubator on a full time basis, and are
therefore accessible to contractors as and
when assistance is required. Whereby
outsourced mentors allocate a certain
amount of time and they may not be
readily available when contractors need
them. It also becomes difﬁcult to budget
for outsourced mentors as they charge per
time spent with contractors. A budget
process for in-house mentors is much
easier and direct as they are paid a ﬁxed
salary per annum over a three-year
contract.

Business Development

Business Development
Ofﬁcers

Whilst Mentors are for core technical
skills, Business Development Ofﬁcers
(BDO's) are responsible for the soft side of
the business and their duties include the
following: Compliance, CIDB renewals,
C I P C r e t u r n s , Ta x c o m p l i a n c e ,
Department of Labour compliance etc.
Computer skills training, assistance with
preparation of ﬁnancial statements and
notifying contractors of tender
opportunities as advertised on onlinetenders platforms.

Physical Infrastructure

Ofﬁce Space

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 projects and
the documents thereof, and book keeping
of records in one place.

Boardroom Facilities

Both incubator staff and contractors share
this facility. This brings an element of
professionalism to the business
incubated. This facility is for meeting
purposes for both staff members and
contractors.
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Seda Construction Incubator Success Elements (continued)
RESOURCE

SUB-RESOURCE

RATIONALE

Physical Infrastructure

Resource Centre

The resource centre is equipped with
construction related software
programmes. These are software
programmes that are used by big
companies. The idea behind this is to
introduce big company's processes to the
emerging contractors.

Other

Other services include shared reception
space, use of internet, installed
telephones lines etc.
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GOVERNANCE
Seda Construction Incubator's board currently comprises of six members. The board is
structured to optimize the professional and management abilities of individuals towards
organisational excellence. This is through the collective governance of the members further
channeled into committees to beneﬁt SCI's departments (both core and support). The Chief
Executive Ofﬁcer (CEO) who is accountable to the Board of Trustees, where the board meets
at least four times a year (as well as the sub committees), manages Seda Construction
Incubator. The CEO is responsible for driving the organisation at a strategic level, assisted by
the managers of core and support business units.

SBU BOPHELA

Sbu Bophela is a Certiﬁed Associate of the institute of
bankers in South Africa-CAIBS (SA) and registered
Professional Construction Project Manager (Pr CPM) 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).

DR. JOY NDLOVU

Dr. Joy Ndlovu is innovative and results driven with
extensive experience in business and people
development. She is driving products, processes and
customer service improvements in various highly
competitive industries. She has widespread expertise as
a director on company boards across multiple industries in
the private and public sectors. She holds an MBA, BTech
Degree in HR management several diplomas and has
completed her Doctorate.
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PAUL HEEGER

Paul Heeger is a qualiﬁed civil engineer with over 25
years, experience in construction engineering and
specializing 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-discipline Civil Engineering
Infrastructures within the Municipal, Petrochemical,
Industrial and Harbour Sectors.

LULAMA MXENGE

Lulama Mxenge has a Teachers Diploma from
Butterworth Training College, B. Comm. (Ed) Unitra1988, B.Com (Hons) Unisa – 1991 and Masters in
Business Leadership (MBL) Unisa – 2002. She taught in
different schools in the Eastern Cape from 1975 to 1989.
Mrs Mxenge was a trustee of Eastern Cape Women
Finance Trust from 1994-1996 and a Director and
Chairperson of Yakhani Investment Holdings from 19982006. She is currently a Director: Sector Development
(including Small Businesses) Economic Development
Directorate of the Nelson Mandela Bay Municipality and
serves as Director on the SEDA Nelson Mandela Bay ICT
Incubator (SNMBICTI) board and SEDA Construction
Incubator.
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LINDANI DHLOMO

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 SEDA and during his ﬁve-year
tenure he established six branches across the province.
Having earning various academic accolades, he holds a
Bachelor of Arts diploma and a Bachelor of Education
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.

MTHUNZI NYANDENI

Mthunzi Nyandeni has been a role player in the
development ﬁeld for more than thirteen years. Prior to
joining Seda 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
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YANDISWA JIYA

Yandiswa 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 a, Associate Member of Association South
Africa Quantity Surveyors Institute of Directors. She has
e x t e n s i v e e x p e r i e n c e i n C o m m e r c i a l O fﬁ c e s
Refurbishment, Commercial Retail Development, Public
Sector Projects and Housing. She holds a National
Diploma in Building, BTech Degree in Quantity Surveying
and is an MBA candidate
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SCI HUMAN CAPITAL
Employee Proﬁle
SCI 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 organized employee capacity to its full potential, with
most vacancies ﬁlled including minimized staff turnover reporting a total staff compliment of
66 staff members. The SCI employee proﬁle presented by the graph below focuses on
Management and Specialists respectively of the sixty six total staff members:
SCI Employee Proﬁle – 2018
70%

70%

65%

60%
50%
40%
30%
20%

35%

29%

Management %

31%
17%

Specialists %

20%

10%

12%

0%
Total Staﬀ

0%
Female

Male

Youth

White

The organization prides itself in meeting the Employment Equity Act requirements whereby
we have achieved 5% of People with Disabilities (PWD) above the standard requirement of
3% in our staff compliment. Of the sixty-six total staff members in the organisation, SCI's
employee proﬁle is broken down as follows:
Employee Segments

Black Male

Black Female

White Male

Management
Specialists

3
11

7
6

2

Junior Staff
Youth
Total SCI Staff Compliment

Percentage of Staff
54%
56%

Total Number
31
32
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Message from The SCI Management Team
SCI experienced a period of major change during 2017/2018 in the wake of the volatile
economic climate in the country. However, the spirit of the period presented us an opportunity
to rethink the organisation's impact and effectiveness based on a broad set of ideas and
information inspired by all levels of the team as part of the process of initiating a new, vibrant
business model. The target for this coming year is to defend SCI's tittle as the leader in
contractor development in the country.
The goal is to be perfectly aligned to the expectations of our clients and funders, in addition to
the already recognised service quality, strong brand, efﬁcient mentorship and distribution
training. SCI now aims to place greater focus on innovation, revisiting its stakeholder portfolio
to foster stronger partnerships in both the public and private sector.
Investing in contractors who demonstrate high potential to impact our society has been one of
our main successes achieved through implementing the post incubation programme
currently at the Durban Branch and East London branch, to further roll out as clients graduate.
This means for us as management, we need to further position our teams to encourage
clients to diversify their portfolios. We applaud stringent operational measures, where the
ﬁnance team also reports improved internal controls (not only eliminated wasteful
expenditure, but also promoted guarded application of limited funds), which minimised the
negative impact of the loss in grant funding on the overall ﬁnancial position of the
organisation.
This is an invitation to the private sector to tap into SCI's reservoir of a reputable pool of
contractors and effectively manage the 30% set aside preferential procurement targets that
every private company is commissioned to meet. We pride ourselves in all we do, and we
implore contractors to anticipate these changes, if they are to maintain or improve their place
in the market. Thus, our main objective is to bring the contractor and all team members to the
heart of decision-making and guidance of our business operations.

Nonela Mxokozeli
Head Contractor Development
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Organisational Structure

Board of Trustees

Chief Executive
Ofﬁcer
E2

Company Secretariat

Personal Assistant

Monitoring and
Evaluation Ofﬁcer

Out - sourced service

C2

D1

Chief Financial Ofﬁcer

Head - Contractor
Development and
Training

Head - Support
Services

D4

D4

D4

Manager - Finance and
Administration

Program
Coordinator

Accountant

Marketing Manager

Human Resources
Manager

Facilities Manager

D1

D1

D1

Marketing Coordinator

Human Resources
Ofﬁcers

IT Specialist

B4

C1

C2

C3
D3

C3

Manager - Business
Mentorship and Training

Manager - Technical
Montorship

D3

D3

Admin Assistant

B4

Area Managers
(Provinces)

Technical Consultants
in Branches

D1

C3

Branch Training
Coordinators

Practical Skills Trainer

Technical Consultant
(Branches)

Business Development
Ofﬁcer
(Branches)

Receptionist
(Branches)

C3

C3

C3

C3

B4

General Worker

A2

30
SEDA

CONSTRUCTION

I N C U B AT O R

ANNUAL

REPORT

2017 - 2018

Operating Framework
The Incubator's support to contractors in the programme is based on the basis that each
contractor grows as per CIDB grading growth guide. This CIDB graduation mechanism and
assistance from CETA, 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 on, possibly “gross
income/turnover” if multiple smaller projects are deemed to be the niche market of the
particular contractor.
In the development of the programme, the ethos of the mission and vision is carried forward
by means of an appropriate approach towards mentorship. The success and failure of the
organisation is determined by the quality of its product and direct marketing forces that it
inﬂuences. One of the driving thrusts of SCI is the mentorship programme that has been
established where there was nothing. Utilising the vast knowledge of all staff, supported by
research and industry standards, and guided by the client's needs that have risen, a
comprehensive programme was put in place. Such a model requires a proper functional
supporting structure. SCI has ensured that uniformity, stability and sustainability are
maintained throughout the network branches. All SCI branches have a similar operational
structure to support our mentorship model.
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Branch Structure

Branch

Mentor 1

Mentor 2

Intern/Junior
Mentor

Intern/Junior
Mentor

Business
Development
Ofﬁcer

Receptionist

General
Worker

The programme was developed around speciﬁc processes that can be found in any
construction business and these processes are still relevant for the construction industry:
Ÿ Tender stage:

Contractors receive guidance on pricing, effectively ensuring they are proﬁtable and not
only understand industry norms, but are able to apply them.
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Ÿ Pre-Construction Stage:

Upon being awarded a project, the contractor is obligated to comply with the construction
regulations in preparation to occupy the site for work.
Ÿ Construction Management:

Processes that are speciﬁcally the domain of the company directorship or management
need to be properly and professionally managed which may be the domain of professional
consultants.
Ÿ

Site Supervision:
Interaction with the site foreman is essential in ensuring that information is disseminated
clearly and concisely and skills requirements of the project are clear. Strong site
supervision improves the conﬁdence levels of contractors to execute projects with less
dependence as they take on more projects.

Ÿ Business Performance:

Compliance with law, whilst essential, is not the end of business management.
Performance is enhanced striving to improve the management processes that make up the
business, ensuring growth within incubated business.
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SCI STRATEGY
The construction industry is a signiﬁcant contributor in the economy of South Africa. This
extends to the industry being the substantial contributor to employment and growth. South
Africa's construction sector has undergone signiﬁcant transformation and growth over the
past two decades. Government has used effectively the arena of social delivery as a capital
accumulation strategy for the emerging small and medium contractors. These changes and
growth as much as they presented opportunities for upcoming contractors, they also
presented a glaring need for development and support of contractors in order to enable them
to achieve required competitive levels to be competent players in the industry.
The sector as a whole has had its share of challenges as a result of the decline in construction
industry which also drives down proﬁtability in the sector. Private sector projects investment
continues to be under strain as a result of gloomy outlook for economic growth. Nonetheless,
government infrastructure investment programmes are expected to continue to contribute
over the medium term, despite pressure on public capital expenditure. The support and
development of contractors therefore remains a core requirement in enabling emerging
contractors to play a meaningful role in the sector, ensuring growth and sustainability. The
economic effect of the sector has had a direct impact on SCI's overall performance and the
staying power of emerging contractors in the sector has truly been tested.
SCI Strategic Objectives
In light of the industry performance and under the guidance of the Board of Trustees, Seda
Construction Incubator developed a ﬁve-year strategy document for a period running from
2018 to 2022. The strategy presents the strategic direction of Seda Construction Incubator,
identify new focus areas in line with the organisation's objectives as well as serve as a a
guiding tool in achieving the agreed deliverables. In order to give direction to Seda
Construction Incubator, the Board of Trustees holds strategic planning sessions as follows;
Annual Strategic Review
Strategic Objectives
The following are four main strategic objectives, built around ﬁve pillars that would take the
organisation forward. Each objective has its own strategic items which will inform the action
items to be executed towards achieving the strategy at an operational level. Most of the
strategy items are inter-related to all three terms being short, medium and long term.
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Reposition the image and identity of the organisation
To become a self-sustainable organisation
Build an organisation that is a centre of excellence
Be a technologically driven organisation
Be a people centred organisation
Objective 1
Strategic Intent

Reposition the image and identity of the organisation
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 2
Strategic Intent

To become a self-sustainable organisation
Is to achieve an organisation that has a diverse group of funding
partners as well as innovative ways of facilitating different income
streams

Objective 3
Strategic Intent

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

Objective 4
Strategic Intent

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

Objective 5
Strategic Intent

Be a people centered organisation
Improve the quality and standard of work within the organisation and
continuously develop talent
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Strategic Items
Strategic
Objectives

Short-Term

(1 year ending March 2018) 2-3 years

Medium-Term

4-5 year

Long-Term

1

Reposition the image
and identity of the
organisation

- Enhance conﬁdence
and integrity on
funders
- Rebuild an
organisational image
- Claim the
organisational stake
in the industry Locally

- Claim the
organisational stake
in the industry Locally
and Internationally

- Claim the
organisational stake
in the industry Locally
and Internationally

2

Build a selfsustainable
organisation

- Be a self-sustainable
organisation
- Grow outside South
Africa

- Be a self-sustainable
organisation
- Grow outside South
Africa
- To build up asset
base

- Be a self-sustainable
organisation
- Grow outside South
Africa
- To build up asset
base

3

Build an organisation
that is a Centre of
Excellence

- Be a go-to specialist
organisation in the
industry
- Be an afﬁliate
organisation
- Be an implementing
type agency
- Implement good
quality systems –
QMS

- Be a go-to specialist
organisation in the
industry
- Be an afﬁliate
organisation
- Be an implementing
type agency
- Implement good
quality systems –
QMS
- SCI to be a
government adopted
model

- Be a go-to specialist
organisation in the
industry
- Be an afﬁliate
organisation
- Be an implementing
type agency
- Implement good
quality systems –
QMS
- SCI to be a
government adopted
model

4

Be a technologically
driven organisation

- Be a technologically
driven organisation
- Be a paperless
organisation
- Optimise the use of
facilities

- Be a technologically
driven organisation
- Be a paperless
organisation
- Optimise the use of
facilities

- Be a technologically
driven organisation
- Optimise the use of
facilities

5

Be a people centered
organisation

- Investors in people
standards
- Adopt #KnowYourSCI
- Formalise Induction
Process

- Invest in people
standards

- Invest in people
standards
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Environment analysis
In identifying the key strategic objectives the SCI management team did an analysis of the
external issues that might affect its performance or have an impact in achieving key strategic
objectives in the construction industry.
External factors that affect the construction industry
Political

- Change in political regime
- Regulatory framework
- Political interference
- Change in government priorities
- Red Tape within government departments

Economical

- Overall economic climate
- Challenges with late payments
- Unemployment rise as a result of economic meltdown
- Lack of viable construction projects
- Lack of Public Private Partnership
- Lack of access to ﬁnance

Social

- Unemployment and Poverty
- Citizen's state of dependency to government support
- High levels of illiteracy
- High levels of corruption
- High levels of crime

Technology

- Redundancy of equipment and software and the high rate of
technological advancement
- Lack of technological infrastructure
- High cost of technology
- Lack of technological skills

Environment

- Green technology
- Alternative building skills'
- Climate change
- Poor infrastructure

Legal

- Change in legislation
- SABS Standards

Given the externalities highlighted above, it is evident that the organisation will have to
position itself in a way that it can put measures in place to mitigate the inﬂuence of external
factors on the operations of SCI. This is based on the premise that external factors will affect
internal factors therefore operations.
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Risk management
SCI has undertook a thorough risk assessment where the board examined the organisation
as a whole looking at the environment SCI operates in, its interventions, processes and
procedures that the organisation follows in carrying out its mandate. The main purpose of the
exercise was to identify internal and external risks as well as the signiﬁcant of their impact,
which then informed the mitigation strategies for proper risk management within the
organisation. Below is the presentation of SCI's SWOT analysis that informs its risk
management strategy.

* SCI Operating Model
* Training and Mentorship
* Interpersonal Relations
* Links to stakeholders
(Government and Private)
* Equipped Facilities

* Limitations on IT Infrastructure
* Communication Internal and External
* Stakeholder Engagement Budgets
* Policies - Need reﬁnery

* Relationship with private sector
* Relationship with academic institutions
* African (continental) opportunities
* Green Technology

* Economic Climate
* Change in Government Regime
* Competition
* Advancing Technology
* Change of Government Interest
* Changing operating and regulatory
environment

Through the analysis of the external environment with more emphases on political and
economical factors, the implementation of the strategy might face potential challenges,
especially during the execution of medium and long-term objectives. In response to these
foreseeable challenges, a risk management plan was engineered to mitigate any risk that
could affect implementation of the strategy.
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Units of Measure
In order to determine progress towards achievement of SCI objectives, key performance
indicators have been identiﬁed that will be monitored consistently to ensure that all actions
are on track. These indicators will form an integral part of SCI daily internal operations and be
used and bench marking tools for progress.
The achievement of SCI's short term objectives are validated by key success factors being
accounted for at the end of the short term period, which is the end of the ﬁnancial year
2017/2018

OBJECTIVE

KEY PERFORMANCE INDICATORS

Objective 1
Reposition the image
and identity of the
organisation

KEY SUCCESS FACTORS

Timeous Reporting
High Quality Reports
Number of engagements sessions held Healthy relationships with stakeholders
Number of articles published
Ten engagement sessions
Two articles published

Concept document – Income Streams
Objective 2
Build a self-sustainable Progress Report – International
relationships
organisation
Progress Report – Fundraising
Framework

Implementation Plans
List of Fundraising Projects

Objective 3
Build an organisation
that is a Centre of
Excellence

Progress Reports – Training Academy
Number of proposals issued
Concept document – Afﬁliate
organisation

QMS on IMS
Secured project to be implemented
Implementation Plans

Objective 4
Be a technologically
driven organisation

Progress Reports on all action items
Selected pilot branches and execution
plan

Stable Network
Secured IT partner or funder
Fully functional IMS
Highly functional and performing
branches

Objective 5
Be a people centered
organisation

Progress Reports

Implementation Plan
Highly motivated and performing
employees
Achievement of all targets
Digital screens in selected branches
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SUCCESS STORIES
Province:
District/Branch Name:
Business Name:
Business type:

Kwa-Zulu Natal
Dundee
Busizwe Trade and Suppliers cc
Civil Engineering at Grade 6CE and General Building at Grade
5GB

Background
The company was established in 2006, a brainchild of Mr. Mthobisi Khuzwayo from Dundee.
The company has diversiﬁed its resources between General Building and Civil Works and
joined SCI in 2014 with the hope of getting technical, business management and business
infrastructure support to take the business to higher level of professionalism in its operations.
The company has completed various projects under the guidance of our mentors. Some of
the works are the construction of bulk water pipe lines (which is their latest project), the project
value was R8, 8884,321.00. They have employed nine permanent employees. Of the nine
employees, four were female and ﬁve were youth employees.
The company further secured projects amounting to R29, 433, 224.94 combined through out
the 2016/17 ﬁnancial year. These projects ranged from roof maintenance, construction of
Zinga River bridge, Mthembu West water supply and Manzekhoﬁ access road. This company
has employed over 120 permanent employees in their books and has held the SCI banner
high, also inspired other contractors in the programmes and built good business relationships
with fellow incubatees.
“The assistance of SCI has afforded us an opportunity to access more projects. The advice
and training we receive has made our business to be more astute in terms of business
management and quality controls on the projects we execute. This has led us in completing
our projects in time and in good quality.
We would like to thank SCI for their support even after we have completed all trainings, our
mentors are still available to help us.” - Khuzwayo (Director)
Challenges/needs that the business experienced
Ÿ Lack of business skills such as ﬁnancial management, business planning administration
and marketing
Ÿ Access to funding
Ÿ Inadequate equipment (ofﬁce or operational)
Ÿ Competent site supervisors
Intervention / Solution
Ÿ Training on project and site management
Ÿ Credit applications
Ÿ Mentoring on Business Management
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Ÿ Provision of access to infrastructure for ofﬁce space, Internet, Faxing and ease of

operating a business professionally
Outcome/ Results
Ÿ The business's turnover improved after the company joined SCI
Ÿ The business is now running more efﬁciently in respect of administration, and general
operations and the quality of work and professionalism has improved
Ÿ The business growth strategy is balanced (General Building and Civil Engineering)
Ÿ

QUOTE/ SMME's Comment
“Busizwe Trade & Suppliers cc is very proud to be associated with Seda Construction
Incubator and wish that all the emerging contractors could take advantage of this opportunity
and use it for the growth of their companies. We can now conﬁdently take on Joint Venture
Projects”. -Director
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Province:
District/Branch Name:
Business Name:
Business Type:

Kwa-Zulu Natal
Dundee
Barleda 65 cc
Civil Engineering at Grade 6CE,PE and General Building at
Grade 6GB,PE

Background
Mr. Goodwill Mseleku from Dundee established the company in 2004. The company has
consistently grown in both disciplines (General Building and Civil Engineering). These grades
mean that Barleda can be considered for a project to the maximum value of R13million per
discipline. Achieving this grade still have “PE” status which mean Potential Emerging,
meaning the company is active within this band and can grow further.
Barleda recorded employment of 120 permanent employees in October 2016 for a project
worth R9, 666, 580.73 for Ntinini Water Supply. The company has worked various projects
and has proven export ability through the building of a Pedestrian Facility between Manguzi
and Mozambique (which is currently on-going). This project prides the organisation as it
demonstrates the conﬁdence clients have with the contractor supported by the Mentors,
project value is estimated at R17 million and completion date expected to be mid June 2017.
Challenges/needs that the business experienced
Ÿ Lack of employee management skills
Ÿ Inadequate equipment (ofﬁce or operational especially telephone for export markets)
Ÿ Limited ﬁnancial management, business planning and marketing strategies
Ÿ Access to funding
Ÿ Competent site supervisor
Intervention / Solution
Ÿ Business Compliance Training and Administration
Ÿ Training on project and site management
Ÿ Credit applications
Ÿ Mentoring on Business Management
Ÿ Provision of access to infrastructure for ofﬁce space, Internet, Faxing and ease of
operating a business professional
Outcome/ Results
Ÿ The business's turnover improved after the company joined SCI
Ÿ The business trades across South African boarders
Ÿ The business has acquired its own assets
Ÿ The business is now running more efﬁciently in respect of administration, and general
operations and the quality of work and professionalism has improved
Ÿ The business growth strategy is balanced (General Building and Civil Engineering)
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Province:
District/Branch Name:
Business Name:
Business Type:

Gauteng
Ekurhuleni
Dwellers Trading and Projects
Civil Engineering at Grade 5CE,PE and General Building at
Grade 5GB,PE

Background
Mr. Vusi Sithole from Ekurhuleni established the company in 2010. Dwellers is also a 100%
youth owned construction business. The company has executed various projects totaling to
R7, 772,122 (excluding on-going projects) in the 2016/17 ﬁnancial year only. The company
has managed 47 employees as permanent employees and 19 casual employees for projects
such as Replacement of Water Meters, Banana Ripening Room, Guard House Project,
Building Works in Rasibe Rail Engineering and multiple other projects. This company has
demonstrated to beneﬁt highly from the infrastructure provided by the programme, which was
identiﬁed to be the biggest challenge it faced, today Dwellers occupies two ofﬁce cubicles and
commits ensuring the smooth running of these facilities.
Challenges/needs that the business experienced
Ÿ Inadequate equipment (ofﬁce or operational especially telephone for export markets)
Ÿ Lack of employee contracts/employee management skills
Ÿ Limited ﬁnancial management, business planning and marketing strategies
Ÿ Access to funding
Ÿ Competent site supervision
Ÿ Intervention / Solution
Ÿ Provision of access to infrastructure for ofﬁce space, Internet, Faxing and ease of
Ÿ
Ÿ
Ÿ
Ÿ

operating a business professionally
Business Compliance Training and Administration
Training on project and site management
Credit applications
Mentoring on Business Management

Outcome/ Results
Ÿ The business now has adequate professional working space to operate from and invites
external stakeholders for strategic meetings
Ÿ The business's turnover improved after the company joined SCI
Ÿ The business trades across South African boarders
Ÿ The business has acquired its own assets
Ÿ The business is now running more efﬁciently in respect of administration, and general
operations and the quality of work and professionalism has improved
Ÿ The business growth strategy is balanced (General Building and Civil Engineering)
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Province:
District/Branch Name:
Business Name:
Business Type:

Eastern Cape
East London
Lezmin 1204 cc
Civil Engineering at Grade 7CE,PE and General Building at
Grade 7GB,PE

Background
The company was established in 2001 and is majority female owned by Ms. Sindiswa Maome
based in East London. The company is one of the most active contractors in the branch and
boasts a turnover of R45, 396,816.00 for various projects awarded in from July 2016 to date.
The contractor has executed multiple projects such as the Refurbishment to JJ Serfontein in
Queenstown; Student Accommodation amongst others. These projects have enabled the
contractor to not only maintain their current CIDB grading of Grade 7GB and Grade 7CE but to
further grow to the next level. The company has recorded to have permanently employed 70
employees.
As a female owned company, Lezmin has proven true characteristics of an entrepreneur and
the highest being tenacity. The company has honed various skills and from the programme
has improved across all ﬁelds identiﬁed to be challenges upon assessment with mentors.
Challenges/needs that the business experienced
Ÿ Lack of technical knowledge, therefore a competent supervisor
Ÿ Lack of strict employee management tools
Ÿ Inadequate equipment (ofﬁce or operational especially telephone for export markets)
Ÿ Limited ﬁnancial management, business planning and marketing strategies
Ÿ Access to funding

Intervention / Solution
Ÿ Assisted client create employee contracts
Ÿ Technical intervention with improved pricing strategies
Ÿ Training on project and site management
Ÿ Credit applications
Ÿ Compliance on overall business requirements
Ÿ Provision of access to infrastructure for ofﬁce space, Internet, Faxing and ease of
operating a business professionally
Outcome/ Results
Employee management has improved
The business's turnover improved after the company joined SCI
The business has acquired its own assets
The business is now running more efﬁciently in respect of administration, and general
operations and the quality of work and professionalism has improved

Ÿ
Ÿ
Ÿ
Ÿ

QUOTE/ SMME's comment
“Joining the programme has helped me be conﬁdent as a woman in the industry and I
compete with all other businesses as equals.” – Business Owner
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Province:
District/Branch Name:
Business Name:
Business Type:

Gauteng
Ekurhuleni
Adicon Investments (Pty) Ltd
Civil Engineering at Grade 5CEPE, 4SHPE, 2GBPE and 1EPPE

Background
Mr. Alex Abureni from Ekurhuleni established the company in 2010. Adicon is a 100% black
owned construction business. The company has executed various projects totaling R14, 136,
648.13 (excluding on-going projects) in the 2016/17 ﬁnancial year only. The company has
managed 50 employees where 39 of the 50 are casual employees. This turnover has been
generated from embarking on projects such as the Pioneer Park Upgrade, Civil and Paving
Works and the construction of Tshedza to Vuvha access road. This company has not only
demonstrated to beneﬁt highly from the infrastructure provided by the programme, but is also
very competitive amongst fellow contractors which is healthy business practice in preparation
for business outside the incubation programme. Adicon Investments joined the programme at
CIDB grade 3CE,PE with 4 employees
Challenges/needs that the business experienced
Inadequate equipment (ofﬁce or operational especially telephone for export markets)
Lack of employee contracts/employee management skills
Limited ﬁnancial management, business planning and marketing strategies
Access to funding
Competent site supervisor

Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

Intervention / Solution
Ÿ Provision of access to infrastructure for ofﬁce space, Internet, Faxing and ease of
operating a business professionally
Ÿ Business Compliance Training and Administration
Ÿ Training on project and site management
Ÿ Credit applications
Ÿ Mentoring on Business Management
Outcome/ Results
Ÿ The business now has adequate professional working space to operate from and invites
external stakeholders for strategic meetings
Ÿ The business's turnover improved after the company joined SCI
Ÿ The business trades across South African boarders
Ÿ The business has acquired its own assets
Ÿ The business is now running more efﬁciently in respect of administration, and general
operations and the quality of work and professionalism has improved
Ÿ The business growth strategy is balanced (General Building and Civil Engineering)
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OUR IMPACT IN THE FINANCIAL YEAR 2017/18
The graph below is a presentation of beneﬁciaries (contractors) in the programme in light of
redressing the inequalities of the industry in a South African context i.e. BBBEE. Where SCI's
client base totals to 269 contractors in the year under review, of these clients 34% are female
owned and 28% are youth owned enterprises.
SCI contractors accumulated a turnover of R299 564 621 in the ﬁnancial year under review,
and created 1033 permanent jobs and 89 casual jobs. The total number of contractors who
exited the programme successfully and graduated in 2017/2018 was 65. Where graduation
means a contractor complimented the three-year incubation programme having increased
their turnover, or grown on the CIDB register, and also obtained either and NQF level 2 or NQF
Level 4 CETA qualiﬁcation in some cases.
Below is a graphic presentation of SCI's performance for the 2017/2018 ﬁnancial year.
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WHERE TO FIND US
HEAD OFFICE
199 Anton Lembede Street
Embassy Building, 23rd Floor Suite 2305
Tel: 031 368 1207
Fax: 031 368 1205

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

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

GAUTENG

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

Attridgeville Branch
351 Cnr. Kalafong Hospital Road and Church
Street
Attridgeville
Pretoria West, 0008
Tel: 012 373 8870/5890
Fax: 012 373 8061

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

Ekurhuleni Branch
68 Rigger Road, MSI Ofﬁce Park, Block C
Sparton
Kempton Park, 1620
Tel: 011 394 0015

Transnet Mega Hub Empangeni Branch
20 Brandon Road
Empangeni,3880
Tel: 074 1488 152/146

Mogale City Branch
41 Commissioner Street
Krugersdorp
1739
Tel: 011 660 1473/1654/1758

Eastern Cape
Nelson Mandela Bay Branch
85 Burman Road, Deal Party
Port Elizabeth, 6013
Tel: 041 486 2542/2547
Fax: 041 486 2580

LIMPOPO
Steelport Branch
351 Unit A7 Farm Spitskop
333KT Road, R555,
Steelport 1133
Tel: 013 1204 929

Mthatha Branch
10 Timber Street
Vulindlela Heights

WEBSITE: www.seci.org.za
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

STATEMENT OF RESPONSIBILITY AND APPROVAL BY THE BOARD OF
TRUSTEES
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, including accounting policies. 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 Standards 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
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trust’s cash ﬂow forecast for the year to 31 March 2019 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 annual ﬁnancial
statements set out on pages 55 to 72, which have been prepared on the going concern basis,
were approved by the board of trustees and were signed on its behalf by:

Trustee

Date

Trustee

Date
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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

REPORT OF THE INDEPENDENT AUDITOR
To the Trustees of The Seda Construction Incubator Trust
Opinion
We have audited the Annual Financial Statements of The Seda Construction Incubator Trust
set out on pages 59 to 72, which comprise the Statement of Financial Position as at 31 March
2018, and the Statement of Surplus or Deﬁcit and Other Comprehensive Income, Statement
of Changes in Funds and Statement of Cash Flows for the year then ended, and notes to the
Annual Financial Statements, including a summary of signiﬁcant accounting policies.
In our opinion, the Annual Financial Statements present fairly, in all material respects, the
ﬁnancial position of The Seda Construction Incubator Trust as at 31 March 2018, 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.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Annual Financial Statements section of our report. We are independent of
the trust in accordance with the Independent Regulatory Board for Auditors Code of
Professional Conduct for Registered Auditors (IRBA Code) and other independence
requirements applicable to performing audits of ﬁnancial statements in South Africa. We have
fulﬁlled our other ethical responsibilities in accordance with the IRBA Code and in accordance

52
SEDA

CONSTRUCTION

I N C U B AT O R

ANNUAL

REPORT

2017 - 2018

with other ethical requirements applicable to performing audits in South Africa. The IRBA
Code is consistent with the International Ethics Standards Board for Accountants Code of
Ethics for Professional Accountants (Parts A and B). We believe that the audit evidence we
have obtained is sufﬁcient and appropriate to provide a basis for our opinion.
Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most
signiﬁcance in our audit of the Annual Financial Statements of the current period. These
matters were addressed in the context of our audit of the Annual Financial Statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.
We have determined that there are no key audit matters to communicate in our report.
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REPORT OF THE INDEPENDENT AUDITOR
Other information
The trustees are responsible for the other information. The other information comprises the
Trustees' Report, which we obtained prior to the date of this report. Other information does
not include the Annual Financial Statements and our auditor's report thereon. Our opinion on
the Annual Financial Statements does not cover the other information and we do not express
an audit opinion or any form of assurance conclusion thereon. In connection with our audit of
the Annual Financial Statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the Annual
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 to report in this regard.
Responsibilities of the trustees for the Financial Statements
The trustees are responsible for the preparation and fair presentation of the Annual Financial
Statements in accordance with International Financial Reporting Standards for Small and
Medium-sized Entities. This responsibility includes designing, implementing and maintaining
internal controls relevant to the preparation and fair presentation of ﬁnancial statements that
are free from material misstatements, whether due to fraud or error, selecting and applying
appropriate accounting policies and making accounting estimates that are reasonable in the
circumstances. In preparing the Annual 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 Annual Financial Statements
Our objectives are to obtain reasonable assurance about whether the Annual 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
International Standards on Auditing 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 Annual Financial Statements.
As part of an audit in accordance with International Standards on Auditing, we exercise
professional judgement and maintain professional scepticism throughout the audit. We also:
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Ÿ Identify and assess the risks of material misstatement of the Annual Financial Statements,

whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufﬁcient and appropriate to provide a basis for 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.

Report of the Independent Auditor
Evaluate the overall presentation, structure and content of the Annual Financial Statements,
including the disclosures, and whether the Annual Financial Statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Per SD Msomi
Partner
Ngubane & Co.
Registered Auditors
Chartered Accountants (SA)

Durban
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

REPORT OF THE TRUSTEES
The trustees have pleasure in presenting their report on the Annual Financial Statements of
The Seda Construction Incubator Trust for the year ended 31 March 2018.
1. Nature of business
Established in 2006, SEDA Construction Incubator (SCI) is a public beneﬁt organisation
mandated to develop and mentor emerging construction companies in South Africa. The core
business of SCI 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 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-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, if not the only one 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 SCI as one of the solutions with regard 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. SCI 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
2017/2018 Seda Construction Incubator supported 269 construction businesses in South
Africa.
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SEDA CONSTRUCTION INCUBATOR
Our Mandate

The core business of SCI 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.

Our Overall
Objective

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
unassisted in the open market.

Organisational
Units

£
£
£
£
£
£
£

2. Trustees

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

Mr S E G Bophela (Chairperson)
Mr M W Nyandeni (Chief Executive Ofﬁcer)
Ms L Mxenge
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

REPORT OF THE TRUSTEES (CONTINUED)

Branch Network

KwaZulu Natal

- Durban
- KwaMashu
- Dundee

Eastern Cape

- Mthatha
- Port Elizabeth
- East London
- Krugersdorp
- Spartan
- Atteridgeville
- Nellmapius

Gauteng

Limpopo

- Steelport

Source of Funding

Branch

Funding Source

Our Partners

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

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

Employee Proﬁle

- 269 companies supported
- 1 031 job opportunities created
- R299.5 million turnover generated by SCI clients
- 34.56% of companies are women owned
- 28.08% of companies are youth owned

66 Employees

97% Black

54.5% Female

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 60 thereof. These results are summarised as follows:

2018
R

Operating income
Operating expenses
Interest income
Finance cost
Surplus for the year

2017
R

41,015,317
(36,771,275)
384,161
(4,015)

42,727,068
(33,471,358)
108,400
(636)

4,624,189

9,363,474

4. Events after the reporting period
There has been no facts or circumstances of a material nature that have occurred between
the reporting date and up to the date of this report.
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2018
Notes

2018
R

2017
R

Non-current assets
Property, plant and equipment

2

2,106,206

2,750,948

Current assets
Trade and other receivables
Cash and cash equivalents

3
4

18,643,439
58,111
18,701,550

15,809,933
625,831
16,435,764

20,807,756

19,186,712

5

100
18,438,839
18,438,939

100
13,814,650
13,814,750

6
7

2,368,818
2,368,818

1,800,000
3,571,963
5,371,963

20,807,756

19,186,712

Assets

Total Assets
Funds and liabilities
Capital and reserves
Trust capital
Accumulated surplus

Liabilities
Current Liabilities
Deferred income
Trade and other payables

Total funds and liabilities
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

STATEMENT OF SURPLUS OR DEFICIT FOR THE YEAR
2018
R

2017
R

8
9

40,083,164
932,153
41,015,317
(36,771,275)

40,478,079
2,248,989
42,727,068
(33,471,358)

10
11
12

4,244,042
384,161
(4,015)

9,255,710
108,400
(636)

4,624,189

9,363,474

Notes
Revenue
Other income
Operating income
Operating expenses
Operating surplus (deﬁcit) before interest
Interest income
Finance costs
Surplus (deﬁcit) for the year
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

STATEMENT OF CHANGES IN FUNDS

Balance at 01 April 2016
Surplus for the year
Balance at 01 April 2017
Surplus for the year
Balance at 31 March 2018

Total
Capital

Accumulated
Surplus

Total
Funds

R

R

R

100

4,451,176

4,451,276

-

9,363,474

9,363,474

100

13,814,650

13,814,750

-

4,624,189

4,624,189

100

18,438,839

18,438,939
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

STATEMENT OF CASH FLOWS
2018
R

2017
R

38,181,811
(36,964,877)

42,727,068
(44,921,235)

1,216,934
384,161
(4,015)

(2,194,167)
108,400
(636)

(1,597,080)

(2,086,404)

(554,216)
189,415

(481,374)
102,574

(384,801)

(378,800)

(1,800,000)

(200,000)

(567,720)
625,831

(2,665,204)
3,291,035

58,111

625,831

Notes
Cash ﬂows from operating activities
Cash receipts from funders
Cash paid to suppliers and employees
Cash generated from (utilised in) operations
Interest income
Finance costs

14

Net cash (outﬂow) from operating activities
Cash ﬂows from investing activities
Purchase of property. plant and equipment
Proceeds from sale of property, plant and equipment

2

Net cash outﬂow from investing activities
Cash ﬂows from ﬁnancing activities
Movement in deferred income
Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

4
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

ACCOUNTING POLICIES
1.1 Presentation of Annual Financial Statements
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:
1.2 Revenue
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;
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- 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 defecit, using the effective interest method.
Grant Income
Grant income is recognised as revenue when all of the following conditions have been
met:
- the trust obtains control of the grant or the right to receive the grant;
- it is probable that the grant will ﬂow to the trust; and
- the amount of the grant can be reliably measured.
1.3 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.
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The useful lives of items of property, plant and equipment have been assessed as
follows:
Item
Ofﬁce equipment
Computer equipment
Computer software
Furniture and ﬁxtures
Motor vehicles
Leasehold improvements

Useful Life
3/5/6 years
3 years
2 years
6 years
5 years
3 years

1.3 Property, plant and equipment (continued)
The gain or loss arising from the derecognition of an item of property, plant and
equipment is included in surplus or deﬁcit when the item is derecognised. The gain or
loss arising from the derecognition of an item of property, plant and equipment is
determined as the difference between the net disposal proceeds, if any, and the carrying
amount of the item.
1.4 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 made in accordance with the speciﬁc instrument related provisions of IAS
39.
Trade and other receivables
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

66
SEDA

CONSTRUCTION

I N C U B AT O R

ANNUAL

REPORT

2017 - 2018

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.
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.
1.4 Financial instruments
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
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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.
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.
1.5 Provisions and contingencies
Provisions are recognised when:
- the trust has a present obligation (legal or constructive) as a result of a past event;
- it is probable that an outﬂow of resources embodying economic beneﬁts will be required
to settle the obligation; and
- a reliable estimate of the amount of the obligation can be made.
The amount of a provision is the present value of the expenditure expected to be
required to settle the obligation.
Provisions are not recognised for future operating deﬁcits.
1.6 Impairment of assets
The trust assesses at each end of the reporting period whether there is any indication that
an asset may be impaired. If any such indication exists, the trust estimates the

68
SEDA

CONSTRUCTION

I N C U B AT O R

ANNUAL

REPORT

2017 - 2018

recoverable amount of the asset.
Irrespective of whether there is any indication of impairment, the trust also:
- tests intangible assets with an indeﬁnite useful life or intangible assets not yet available
for use for impairment annually by comparing its carrying amount with its recoverable
amount. This impairment test is performed during the annual period and at the same
time every period.
- tests goodwill acquired in a business combination for impairment annually.
If there is any indication that an asset may be impaired, the recoverable amount is
estimated for the individual asset. If it is not possible to estimate the recoverable amount
of the individual asset, the recoverable amount of the cash-generating unit to which the
asset belongs is determined. The recoverable amount of an asset or a cash-generating
unit is the higher of its fair value less costs to sell and its value in use. If the recoverable
amount of an asset is less than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount.
That reduction is an impairment loss. An impairment loss of assets carried at cost less
any accumulated depreciation or amortisation is recognised immediately in surplus or
deﬁcit. Any impairment loss of a revalued asset is treated as a revaluation decrease.
The trust assesses at each reporting date whether there is any indication that an
impairment loss recognised in prior periods for assets other than goodwill may no longer
exist or may have decreased. If any such indication exists, the recoverable amounts of
those assets are estimated. The increased carrying amount of an asset other than
goodwill attributable to a reversal of an impairment loss does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for
the asset in prior periods.
A reversal of an impairment loss of assets carried at cost less accumulated depreciation
or amortisation other than goodwill is recognised immediately in surplus or deﬁcit. Any
reversal of an impairment loss of a revalued asset is treated as a revaluation increase.
1.7 Taxation
No provision has been made for taxation on any operating surplus as the trust is 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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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
2.

Property, plant and equipment
2018

Cost
R
Furniture and ﬁxtures 2,758,485
Motor vehicles
1 504,012
Ofﬁce equipment
1,488,819
Computer equipment 1,544,766
Computer software
785,030
Leasehold improvements 942,882
Total
9,023,994

2017

Accumulated Carrying
depreciation
amount
R
R
(1,751,700) 1,006,785
(989,390)
514,622
(1,294,818)
194,002
(1,308,394)
236,372
(630,605)
154,425
(942,882)
(6,917,788) 2,106,206

Cost
R
2,645,169
1,504,012
1,365,944
1,462,535
654,951
942,882
8,575,493

Depreciation
R
(354,397)
(300,556)
(198,658)
(164,208)
(165,375)
(1,183,193)

Accumulated
depreciation
on write-offs
/disposals
R
7,977
81,973
89,950

Total
R
1,006,785
514,622
194,002
236,372
154,425
2,106,206

Depreciation
R
(351,656)
(330,517)
(283,907)
(267,551)
(149,146)
(1,358)
(1,384,135)

Accumulated
depreciation
on write-offs
/disposals
R
57,875
22,159
8,874
88,908

Total
R
1,247,866
815,178
261,808
236,375
189,721
2,750,948

Reconciliation of property, plant and equipment - 2018
Opening
balance
R
Furniture ﬁttings
1,247,866
Motor vehicles
815,178
Ofﬁce equipment
261,808
Computer equipment
236,375
Computer software
189,721
Leasehold improvements
Total
2,750,948

Write-offs
Additions /disposals
R
R
113,316
130,852
(7,977)
179,969
(97,737)
130,079
554,216
(105,714)

Reconciliation of property, plant and equipment - 2017
Opening
balance
R
Furniture ﬁttings
1,485,074
Motor vehicles
1,252,778
Ofﬁce equipment
524,331
Computer equipment
391,241
Computer software
104,178
Leasehold improvements 1,358
Total
3,758,960

Write-offs
Additions /disposals
R
R
114,448
(164,958)
21,382
(22,159)
110,855
(7,044)
234,689
481,374
(194,161)

Accumulated Carrying
depreciation
amount
R
R
(1,397,303)
1,247,866
(688,834)
815,178
(1,104,137)
261,808
(1,226,160)
236,375
(465,230)
189,721
(942,882)
(5,824,545)
2,750,948
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Annual Financial Statements for the year ended 31 March 2018

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

3.

2017
R

775,792
(775,792)
99,879
315,438
18,228,122
18,643,439

575,634
(132,965)
99,765
275,189
14,992,310
15,809,933

35,515
18,737
3,858

27,652
596,645
1,533

58,111

625,831

100

100

-

1,800,000

928,536
958,592
481,690
2,368,818

2,227,100
838,825
504,987
1,050
3 571 963

Trade and other receivables

Rental debtors
Allowance for credit losses
Prepayments
Deposits
Other receivables

4.

2018
R

Cash and cash equivalents
Cash and cash equivalents consist of:
Cash on hand
Bank balances
Short-term deposit

5.

Trust capital
Capital account

6.

Deferred income
Grant received in advance

7.

Trade and other payables
Supplier control account
Sundry suppliers
Provision for leave pay
Rent received in advance
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
2018
R
8.

9.

Revenue
Mogale City Local Municipality - Mogale City
Seda Technology Programme - Mogale City
Seda Technology Programme - Durban
Seda Technology Programme - Mthatha
Seda Technology Programme - uMzinyathi
Seda Technology Programme - Ekurhuleni
Seda Technology Programme - East London
Eastern Cape Development Corporation - East London
Nelson Mandela Bay Metropolitan Municipality - Port Elizabeth
Ethekwini Metropolitan Municipality - KwaMashu
Ethekwini Metropolitan Municipality - Vukuphile Project
Ekurhuleni Metropolitan Municipality - Spartan
Ekurhuleni Metropolitan Municipality - Vukuphile Project
City of Tshwane Metropolitan Municipality - Atteridgeville
Limpopo Economic Development, Environment and Tourism
Construction Education and Training Authority - Durban
City of Tshwane Metropolitan Municipality - Nellmapius

1,855,016
4,490,216
1,951,648
1,951,648
1,951,648
1,299,824
1,500,000
4,946,888
1,397,173
3,000,000
7,545,520
3,196,880
1,800,000
3,196,703
40,083,164

353,426
2,811,257
40,478,079

173,650
211,857
546,646
932,153

221,493
50,730
1,976,766
2,248,989

2,710,421
(173,650)
1,183,193
19,024,401

2,382,185
2,678
1,384,135
18,549,244

384,161

108,400

4,015

636

Other income
Proﬁt on sale of property, plant and equipment
Rental income
Sundry income
Mentorship income

10. Operating surplus (deﬁcit) before interest
Operating surplus is stated after accounting for the following:
Operating lease charges
Premises
- Contractual amounts
(Proﬁt) Loss on sale of property, plant and equipment
Depreciation on property, plant and equipment
Employee costs
11. Interest income
Bank
12. Finance cost
Bank
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1,900,000
1,900,000
4,600,000
2,000,000
2,000,000
2,000,000
1,937,450
2,250,000
3,840,000
4,500,000
10,385,946
-

The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
2018
R

2017
R

13. Auditors' remuneration
External
Internal

89,914
86,526
176,440

89,765
94,113
183,878

4,624,189

9,363,474

1,183,193
(173,650)
(384,161)
4,015

1,384,135
2,678
(108,400)
636

(2,833,506)
(1,203,145)
1,216,934

(14,984,908)
2,148,218
(2,194,167)

1,431,808
1,362,623
2,794,431

1,235,898
2,794,431
40,030,329

1,195,965
194,350
1,390,315

-

14. Cash generated from (utilised in) operations
Surplus for the year
Adjustments for:
Depreciation
Loss (proﬁt) on sale of property, plant and equipment
Interest income
Finance costs
Changes in working capital:
Trade and other receivables
Trade and other payables
15. Commitments
15.1 Operating leases
As a leasee
The future minimum lease payments payable under noncancellable operating leases are:
Within one year
One to ﬁve years

15.2 Operating expenditure
Authorised expenditure
Bricklaying Training Programme - Mthoms Trading CC
Feasibility Study for North West Province - Vuv’amu (Pty) Ltd

The committed expenditure relates to operational costs and will
be ﬁnanced by accumulated surplus, existing cash resources and
funds internally generated.
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

DETAILED INCOME STATEMENT
2018
R

Notes

2017
R

Revenue
Grant received
Other income
Rental income
Sundry income
Mentorship income
Proﬁt on sale of property, plant and equipment

Operating income
Operating expenses (Refer to page 74)
Operating surplus before interest
Interest income
Finance costs

10
11
12

Surplus for the year

40,083,164

40,478,079

211,857
546,646
173,650

221,493
50,730
1,976,766
-

932,153

2,248,989

41,015,317

42,727,068

(36,771,275)

(33,471,358)

4,244,042
384,161
(4,015)

9,255,710
108,400
(636)

4,624,189

9,363,474
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The SEDA Construction Incubator Trust
(Registration number IT 183/2008)
Annual Financial Statements for the year ended 31 March 2018

DETAILED INCOME STATEMENT

Operating expenses
Advertising
Auditors remuneration
Bank charges
Board member's expenses
Consulting and professional fees
Consumables
Conference
Depreciation
Donations
Employee costs
Fines and penalties
Gifts
IT expenses
Insurance
Lease rentals on operating lease
Loss on sale of property, plant and equipment
Legal expenses
Motor vehicle expenses
Municipal expenses
Non-capital assets
Occupational injuries and diseases
Ofﬁce decorations
Postage
Printing and stationery
Project expenses
Provision for doubtful debts adjustments
Refreshments
Repairs and maintenance
Security
Staff recruitment
Staff welfare
Stakeholder relationship costs
Setup
Subscriptions
Telephone and fax
Training
Travel - local
Travel - overseas

2018
R

2017
R

121,068
176,440
51,992
1,144,471
544,037
109,419
1,183,193
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
69,215
225,390
60,193
10,626
87,358
76,711
776,492
173,433
857,446
41,155
36,771,275

455,878
183,878
59,389
1,199,777
273,321
21,819
1,384,135
914
18,549,244
30,080
3,300
513,406
225,961
2,382,185
2,678
28,000
92,314
830,545
30,406
11,025
23,611
51,641
379,471
2,961,641
22,657
402,825
598,419
10,682
242,514
49,595
76,711
677,270
292,494
1,398,872
4,700
33,471,358
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“Building Skills, Building a Future”
SEDA CONSTRUCTION INCUBATOR:
199 Anton Lembede Street, Embassy Building, Suite 2305, Durban 4001
Phone: 031 368 1207 / 3822 / 3878 | Email: info@seci.org.za

