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ABBREVIATIONS AND ACRONYMS 

CoS Centre of Specialisation 

DHET Department of Higher Education and Training 

FET Further Education and Training 

GRAP Generally Recognised Accounting Practice 

HE Higher Education 

ILO International Labour Organisation 

[MEC Member of the Executive Council] 

MIEF Medium Term Expenditure Framework 

NATED National Accredited Technical Diploma 

NC(V) National Certificate (Vocational) 

FBR Funding Base Rate 

NEDLAC National Economic Development and Labour Council 

NSFAS National Student Financial Aid Scheme 

NQF National Qualifications Framework 

PFMA Public Finance Management Act 

PPP Public Private Partnership 

SAIVCET South African Institute of Vocational and Continuing Education and Training 

SAQA South African Qualifications Authority 

SETA Sector Education and Training Authority 

TVET Technical and Vocational Education and Training 
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General definitions: 

Programme: This refers to a nationally approved programme and is contained in the national 
register of programmes (see paragraph 36) approved by the Minister in terms of section 43(1) of the 

Continuing Education Training (CET) Act. The definition of programme used in the formula funding 
grid and applicable to TVET Colleges is specific to this policy and is not necessarily the equivalent of 
the NOF definition of a programme. 

Formula funding of programmes: This is the system for funding the nationally approved TVET 
College programmes. These programmes consume the great bulk of public funding destined for 
TVET Colleges. The system works basically as follows: The DHET sets a funding base rate, in rand 
terms, describing the costs of delivering TVET College programmes. Each programme is also 

assigned an assumed fee level representing the cost that college fees can be expected to cover. For 
each programme within a college, individual students are multiplied by the programme duration in 

order to obtain the full -time equivalent students. Planned enrolment is multiplied by the funding base 
rate in order to obtain a college allocation. 

Assumed fee level: This is an indicator ranging in value from 0.00 to 1.00 that indicates the expected 
level of fee- charging for each programme on the register of nationally approved TVET College 

programmes. A value of 0.20 would indicate that the DHET expected 20% of the full cost of the 

ro ramme to be covered throu h coil e fees. The assumed fee level must be informed b clear 
analysis of historical trends with respect to college fees and the education and training market in 

general 

Full -time equivalent students: This is the number of full -time equivalent students in a programme 
entered in the formula funding grid. Full -time equivalent (FTE) students are the number of 

individual students multiplied by the programme duration. The formula is as follows: 

FTE students = Individual students X Programme duration 

The number of FTE students per programme is a key determinant of the funding that should flow to 
each programme that is offered by a college. The FTE calculations are based on subject enrolments. 

Take the example of a student who must enrol in 7 subjects for the NC(V). If the student enrols for 
only 4 of the 7 subjects, the student enrolment is equal to 4/7 FTEs or 0.57 FTEs. 

Individual students: This is the number of actual students enrolled in each programme entered in the 
formula funding grid. The determination of these numbers constitutes a crucial part of the DHET- 
College planning process. Where a student is enrolling for a number of subjects less than the total 

required by the programme e.g. seven subjects for NC(V) programmes a value of 1/7 per subject will 
be applied. 

Formula funding grid: This is a schema used to organise formula funding of programmes. The 
formula funding grid appears in Annexure A of this policy. The schema, which appears in a blank 
version and a version with dummy data, should be used to illustrate the funding policy contained in 

the paragraphs that follow. The same formula funding grid applies to all public TVET Colleges in 

the country. One formula funding grid, as presented in Annexure A, is designed to cover the formula - 
funded services of one institution during the course of one academic year. Several versions of the grid 
should be used to cover several years in the planning cycle. The formula funding grid does not deal 

with the private income of colleges or public funding other than formula funding of programmes. 
The formula funding grid is a tool for the planning of public funded TVET services delivered by a 

college, plus a tool for determining how much formula funding of programmes a college should 
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receive. Further details on how the formula funding grid should be used are provided from 
paragraph 26 onwards. 

Assumed value of fee income: This is the expected monetary value of college fee income. 

Certification Rate: Refers to the number of students who successfully completed qualification that 
academic year, expressed as a percentage of the number of candidates who were eligible to complete 

Qualifications and wrote the examinations. 

Urban- Metropolitan Areas which are comprised of Municipalites with large cities.All Colleges that 

are located in the 8 Metro,will give their students the urban rate.The 8 Metros are Buffalo City,City 
of Cape Town,City of Johannesburg,City of Tshwane ,eThekwini,Ekurhuleni,Mangaung and Nelson 

Mandela Bay. 

Peri- urban- This will comprise of Township,secondary cities and municipalities with large 
towns,Therefore, all colleges or campuses located in BI and B2 municipalities should provide the 

peri -urban rate. 

Rural- Sparsely populated areas in which people farm or depend on natural resources including 
villages and small towns,are referred to as B3 and B4 of local municipalities. 
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HISTORICAL OVERVIEW OF THE TVET COLLEGE SECTOR FUNDING 

Where the word college is used in these norms, it refers to TVET College 

What services are funded 

The emphasis is on a shift towards training that tackles skills and unemployment problems more 
aggressively through, for instance, more relevant training content and the cost effective use of college 

facilities and resources. The funding norms specify how Government, in collaboration with industry 
stakeholders, should determine what programmes should be offered where and to what extent, and how 

colleges must receive funding to respond to these needs. 

Equity and redress 

The funding norms are pro -poor in that they accord access to those who cannot afford to pay fees through 

a bursary scheme that is administered by the National Student Financial Aid Scheme (NSFAS). A means 
test is conducted to determine the eligibility for bursary funding. A bursary provided by the state enables 

poorer and academically capable students not to pay college fees, 

The funding norms emphasise the importance of concentrating public funds on training that is not being 
adequately financed by the private sector, and this would to a large extent be training for the historically 

disadvantaged. Colleges are required to incorporate targets relating to race, gender and special needs 
representativity within the three -year strategic plans that they draw up in collaboration with the Department 

of Higher Education Science and Technology (DHET). 

The size of the TVET College sector 

By international standards, the size of the Technical and Vocational Education and Training (TVET) 
College sector is too small for the size and level of development of South African economy. It is evident 

that in terms of both a proportion of the national education budget and as a percentage of GDP that 
TVET Colleges are underfunded especially in the light of the proposals in the White Paper on Post - 
School Education and Training and the National Development Plan 2030. Head -count enrolements 

increased from 345 566 in 2010 to an estimated 650 000 in 2013 and expected to be 2.5 millon by 2030. 
Currently the education budget is divided as follows: Schooling 84 %, University 11%. TVET Collegs 

4 %. The correct balance between TVET College and University funding needs to be addressed 
incrementally over time. 

Improved management of the sector flowing from the merger process, in conjunction with the ]new] TVET 
Colleges funding norms and an injection of new public funds into the sector will work together to bring 

about the necessary expansion, not just because more training is supplied, but also because transformation 
within the sector leads to stronger demand on the part of youth, employees, employers and the unemployed. 
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Governance at the national level 

Currently, DHET strategic plan guide what happens in the public TVET Colleges sector. However, these 
mechanisms are inadequate to ensure that the quality and quantity of services offered by the colleges 

respond to social and economic needs. 
The funding norms assign specific planning responsibilitiies and powers to the national and college levels. 

At all levels, collaboration with relevant government organs as well the private sector is emphasised. 
Specifically, dedicated research into the cost of delivering programmes and into the optimal service delivery 

targets of the college sector as a whole is the responsibiliity of the DHET is to work closely with colleges 
to develop and implement three -year strategic and annual performance plans for each college. Through this 

mechanism national priorities are to be translated into funided activities run by the colleges. 

The funding formula 

In terms of these funding norms and standards, the bulk of DHET funding of colleges is in the form of 
formula funding of programmes, where the formula takes into account a range of service delivery issues, 

including type of programme being offered (the NC(V), NATED Report 191 programmes and other 
occupational programmes as approved in a national register), FTE students, cost of delivery including staff, 

capital infrastructure requirements, and the ability of colleges to utilise resources efficiently. The funding 
formula introduces a system of resourcing that is more sensitive to the actual cost of service delivery and 

takes into consideration outputs and quality. The norms allow for the addition of the private TVET College 
sector to address training needs identified by government which cannot be met immediately by the public 

colleges. 

As in many other countries, funding formulae should take into account the variable costs of 
programmes and the factors that disadvantage certain institutions and the students that populate 

them. A good example is the formulae used in the United Kingdom by the Education Funding Agency 
for Further Education Colleges that take these into account, as well as the variable cost factor scales 

used by the Skills Funding Agency. Rural colleges clearly need a funding adjustment through an 
additional weighting on the formula. 

In the United Kingdom main institutional forms of further education include further education 
colleges and tertiary colleges, specialist colleges (mainly colleges of agriculture and horticulture and 

of drama and dance) and private training companies which work with colleges and employers to 
rovide Tactical trainin n ifications in sub'ects such as en ineerin constru o I T 

health and social care. They usually have strong links with companies and potential employers. They, 
are autonomous statutory corporations invariably governed by independent boards of governors. 

Colleges are externally regulated and Quality assured and must demonstrate accountability 
externally to learners, employers and communities. 

College fees and affordability 

Three measures in the funding norms tackle the problem of excessive private cost for poorer students. 
Firstly, the funding formula and the college planning frameworks makes a clear link between the public 

funding that is available and services that must be offered. Better public funding of public priority 

programmes is thus envisaged. Secondly, fees are to be capped at levels that are in tune with the level of 
public funding and the estimated total cost of service delivery. Thirdly, a bursary will be allocated to 

colleges to cover college fees for academically capable students who cannot afford to pay college fees. This 
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policy makes it the responsibility of the DHET to determine the bursary across colleges and allocate bursary 
funds accordingly. 

Services to other clients 

Colleges currently charge a variety of organisations, both public and private, for training services provided. 
There is currently no legal framework dealing specifically with college income from organisations other 

than the DHET. The use of DHET -funded capital infrastructure to cross -subsidise services for other clients 
has been a concern. 

Responsiveness of colleges to other clients parallel to the delivery of programmes covered by the funding 
formula will continue to be encouraged. However, this should support economic development and should 

not conflict with the core business of colleges to provide training according agreements concluded with the 
DHET. This policy outlines what existing financial management and reporting regulations should be 
applied in this regard, and new requirements will be established where gaps exist. 

Planning and reporting cycles 

In terms of this policy, clear steps for planning and reporting in the sector are established. Moreover, the 
explicit linking of plans, budgets and service delivery through three -year performance agreements 

following a basic national format is intended to assist in a more transparent planning process that will 
involve a greater range of stakeholders. 

Economy and Education 

Economy and Education looks at the interaction between the economy and education and argues that 
though the education provides a foundation for development, its contribution to economic and social 

well being depends on its quality (i.e. its ability to transmit skills and knowledge) and the 
responsiveness of the economy in ensuring a demand for educated labour. In the economic 

development context in South Africa, the role of technical and vocational education and training is 
Particularly crucial to the development of the country's manufacturing sector which at this point is 

seriously underdeveloped given the country's level of development. 

A. INTRODUCTION 

The purpose of this policy 

I This policy governs all funding and expenditure by the Department of Higher Education, Science 
and Technology (DHET) of programmes listed in the register of nationally approved programme 

offered by public TVET colleges. Furthermore, this policy establishes certain approaches and 
procedures that the DHET and public colleges should follow to improve alignment between 

different streams of public and private funding in the area of technical and vocational education 
and training. 
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2. This policy emanates from section 23 of the Continuing Education and Training (CET) Act, 2006 
(Act No.16 of 2006), which requires the Minister of Higher Education and Training to determine 

norms and standards for the funding of public education and training colleges. 

3. This policy is intended to advance a number of the goals of government relating to people's 
education rights, skills development, curriculum transformation, job creation, poverty alleviation, 
economic growth, regional cooperation and the building of a free, democratic and equitable South 

Africa. Some of the key government documents that inform this policy are the following: 
Education White Paper 4; White Paper for Post School Education and Training (PSET), A 

Programme for the Transformation of Further Education and Training (1998); A New 

Institutional Landscape for Public Further Education and Training Colleges (2001); Human 
Resource Development Strategy for South Africa (2001); National skills development strategy 

(2005); the National Certificate (Vocational): A Qualification on Levels 2, 3 and 4 of the NQF 
(2006). 

4. This policy further represents a major consolidation and refining of Government's position on the 
public funding of programmes offered at TVET College. However, there are aspects of this policy 

that must inevitably change and be further refined as the education and training sector in the 

country evolves and develops. This policy must thus be read as an important milestone in a process 
of on -going debate and policy refinement with respect to the public funding of programmes 

offered at TVET College. 

People's education rights 

5. This funding policy is an important tool whereby Government supports and promotes the 
education rights of South Africa's people. The policy is explicitly designed to tackle the apartheid 

legacy of unequal access to technical and vocational education and training, and inequalities in 

terms of the quality of the education service. 

6. The Bill of Rights confers on all people in the country the right to further education. The Bill 

specifies that the state must make further education progressively available and accessible, 
through reasonable means. 

7. The public funding of TVET Colleges serves to promote the fulfilment of people's constitutional 
rights to further education. Moreover, this aspect of public funding assists people to realise their 

full potential in terms of their lifelong learning and their career paths, in particular where history 
and social inequities have put people at a disadvantage. 

[Development of the country and the region 

8. Technical and vocational education and training in South Africa, and policies and strategies 
for the public funding of this service at TVET College must be carefully considered so that 
the economic and development challenges of the country can be tackled with maximum 

effectiveness. Three inter -linked and over -arching challenges stand out: 

(a) The country has a legacy of high unemployment that has proved difficult to address 
through any simple policy solutions. Labour absorption in the formal economy has been 

low, resulting in sustained high unemployment and forced participation, sometimes on 

a purely survivalist basis, in the informal economy. Government's strategy is to sustain 
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a range of policies and programmes on both the supply and the demand sides of the 
labour market to reduce unemployment and promote a movement from the `second 

economy' into the `first economy'. Education and training on its own cannot solve the 
problem, though it is an important ingredient in the short -term solutions as well as the 

long -term strategies. The challenge in technical and vocational education and training 
at TVET Colleges is both a quantitative one and a qualitative one more education and 

training must occur in skills areas that are of greater relevance for the labour market. 
There is an under -supply of skills to the economy across the board, at the high, 

intermediate and Iow skills levels. Skills are needed both to facilitate employment with 
established employers, and to assist entrepreneurial self -employment. Specific 
vocational skills must be underpinned by a solid base of general literacy and numeracy 

skills. The importance of strengthening these general education foundations as an 
economic imperative should not be overlooked. 

(b) Nation -building requires a focus on specific educational activities. In particular, as part 
of their life skills training students need to learn what rights and duties apply to 

employers and employees in the workplace, how to interact with others in a diverse 
multi -lingual environment, and how to deal with health challenges such as HIV and 

AIDS. Education should improve the range of life choices citizens enjoy this has been 
shown to be good not just for individuals but for the society and economy as a whole. 
Nation -building requires a reduction in the extreme income inequalities prevailing in 
South Africa, to a large degree caused by educational inequalities which lead to 

exceptionally high incomes for a few, and extremely low incomes for a great number of 
unemployed people. Technical and vocational education and training has an important 

role to play here. 

(c) Globalisation brings with it increasing pressure for local producers to be globally 
competitive, and to remain abreast of new technologies and production processes. The 

shift in demand has been from unskilled to skilled labour. Moreover, there is 
increasingly a demand for people who are capable of adapting easily to new 
technologies and new responsibilities in the workplace. This implies the need for a 

reserve of `redundant' human capacity that may not be required immediately, but is 
necessary for future adaptation and expansion. Traditional training approaches that 

focus narrowly on one form of production are of limited value in this context, and the 
challenge for technical and vocational education and training is to provide students 

with a solid base in particular skills, whilst giving them the skill of responding to new 
production modes. The challenge of production innovation applies not only to the 

formal economy, but also to the informal economy, which presents important 
opportunities for short -term income and job generation as part of the formalisation 

process. Whilst the skills development pressures brought about by globalisation are 
important, they should not be exaggerated. Training policies need to take cognisance of 

the fact that there are parts of the economy which are less `globalised' and that may 
have more localised and conventional training needs. 

Technical and vocational education and training has a role to play in the development of the 
Southern African and African regions. The sector in South Africa should contribute to 
regional development through inter -institutional linkages, the offering of programmes to 
students from other countries, and through the sharing of governance and policy 

experience.' 
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[Trends in technical and vocational education and training 

1 O. Government's funding priorities are informed by what best practice around the world and 
research by bodies such as the ILO and UNESCO tell us about the delivery of technical and 

vocational education and training. The following findings stand out: 

(a) To become more responsive, public institutions must themselves engage with 
stakeholders in the local economy, collecting, analysing and disseminating labour 

market data, entering into training agreements with stakeholders, for instance 
learnership agreements, fomenting entrepreneurship and assisting entrepreneurs to 

access financial credit. Whilst research activities at the college level should be regarded 
as important, this should not detract from the importance of developing tools and 

training programmes at the national level to facilitate the college -level work, or from 
the importance of national research work as described in paragraph 19. 

(b) Making public institutions responsive is not just a matter of diversifying the range of 
services offered. The quality of teaching across the board, in practical and theoretical 

fields, needs to improve. Incentives should be in place to underpin this. 

(c) The relative sizes of budgets destined for TVET Colleges and University Education 
needs closer scrutiny. The various budget options need to be weighed up carefully, and, 
where necessary, budgetary shifts should be phased in. Alignment between public 

funding and private funding in the interests of equity and redress is important. 

(d) Diversification in the range of services offered must go hand in hand with the 
development of clearer national curriculum frameworks, which at a macro level can 

serve as a basis for planning, costing and budgeting. Portability of credits is important. 

(e) Technical and vocational education and training tends to be more costly to deliver than 
general FET in schools. However, this should not detract from the possibility of more 
efficient service delivery in certain programmes. 

(f) Good governance of the sector is best served by a mix of bottom -up and top -down 
processes. It is important for government to establish and maintain the national 

curriculum framework, a set of public funding priorities, financial and other 
accounting rules that accommodate the multitude of services required, and regulations 
governing the involvement of public institutions in partnerships, especially where these 

partnerships involve income generation. Unnecessary complexity in these rules and 
frameworks should be avoided. Institutions need to feed upwards their best practices 

so that these can be assessed and possibly taken to scale. Good governance also involves 
on -going formal and informal interaction with employer and employee organisations, 

from the national level down to the level of institutions.] 
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(a) [The net participation rate in the TVET College sector was estimated at 2.7% in 2005. 
The introduction of this funding policy aims to ensure that TVET Colleges are 

accessible to economically active youth and adults outside of the school system, who 
wish to improve.] 

(b) This policy aims to reverse the low enrolments in colleges as compared to universities so that 

a pyramid shaped education system is gradually established in which the TVET College 
sector serves more students. 

(c) Quality problems linked to the history of under- funding of colleges are a serious threat to the 
education and training offered by TVET Colleges. In the past, this has impacted negatively 

on the ability of graduates to find employment. The NATED Report 191 and the NC(V) 
policy is designed to ensure that TVET Colleges offer high quality priory skills programmes 

that are relevant and responsive to the needs of a growing economy. This funding policy will 
help ensure that more youth are enrolled in high priority skills programmes. 

(d) Effective educators at the TVET Colleges are key to bringing about the transformation of 
these institutions. The development of the educator corps to deal with new challenges needs 

to go hand in hand with greater flexibility in terms of the timing, mode and location of the 
service offered. Physical facilities at the institutions should be more extensively utilised. 

(e) There is a challenge in determining whether the current funding framework will be 
able to make it possible to achieve the enrolment target 2, 5 million by 2030, as per 

targets set in the white paper for post -school education and training. 

(I) Funding framework for personnel and operational costs of hostel accommodation 
should preferably be part of these funding norms or provided in other norms and 

standards. 

B. A FRAMEWORK FOR THE PUBLIC FUNDING OF TECHNICAL AND VOCATIONAL 
EDUCATION AND TRAINING 

Positioning public funding of technical and vocational education and training at TVET Colleges 

12. Technical and vocational education and training is clearly a joint responsibility of government and 
the private sector. It is important that public and private funding of this activity should complement 

each other. Two major public areas of responsibility stand out. One is the promotion of widespread 
and appropriate technical and vocational education and training programmes for the historically 

disadvantaged, who are usually not in a position to purchase these services privately. Another is 
the development of skills in industries, including niche industries offering special opportunities 
for the country, where the private sector is not investing adequately in the necessary human 

resources development. 

The goal of prioritising the historically disadvantaged in the public funding system is to be 
balanced with an approach, similar to the approach followed in the FET schooling system that 

promotes broadly inclusive public institutions that are representative of society in general. This 
balance is required in the interests of nation -building. To achieve this, the funding formula has 

three keys components. The first is the government subsidy for which covers 80% of the 

programme costs. The second is placing a cap on college level fees, thus limiting the portion of 
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programme cost which may be charged to 20% of the programme cost. The third is the 
establishment of a national bursary system to ensure that students who are academically capable 

but poor are assisted to pay college fees. 

13.1 Funding mechanism for TVET colleges is changed from the current system of "input 
- 

funding" to one based on both inputs and outputs. An 90:10 input -output mix is 
recommended that up to 10% of the programme subsidy for year n +1 be based on the 

certificate rate of year n -1 (to allow for data collection). 

13.2 The funding model for the TVET sector must ensure that baseline funding does not 
perpetuate past underfunding of the colleges in certain provinces. Additional allocations 

must be used to achieve a more equitable funding regime across the provinces 

13.3 Intervention must be made to improve fiscal governance in TVET Colleges, including 
recruitment of appropriate skills, ongoing training, and credible financial systems and 

processes. 

13.4 A plan for developing management capacity both in the short term and in longer term 
training programmes will need to be costed and linked to a much clearer specification of the 
funding principles for the adequate staffing of these institutions. 

14. Research indicates that private funding of technical and vocational education and training outside 
of the school system in South Africa is high, probably higher than public funding. At the same 

time, private spending directed towards on-the-job training has been declining substantially. It is 

imperative that public funding should be positioned in such a way that it complements private 
funding in the achievement of the country's development goals. Specifically, this involves a few 

key imperatives: 

(a) The current practice in public TVET Colleges of offering public services whilst also selling 
services to the private sector should continue, and is in fact encouraged by this policy as a 

way of making these institutions more responsive and innovative. This echoes the position 

of White Paper 4. However, this policy also lays down certain guidelines and restrictions in 

this regard. In particular, it is important for there to be a clear accounting division between 
publicly funded and privately funded services in colleges in order to avoid a situation in 

which public funding is used to cross -subsidise privately offered services. This can put the 
quality of the public service at risk, and results in prices for private services that are below 

the market value, because they do not capture the full cost of the service. 

(b) Some public resources should be dedicated towards the monitoring and regulation of private 

TVET Colleges. This can provide government with important information that is needed in 

the planning of public funding in public TVET Colleges. In addition the regulation of private 
TVET College is an important public service that can combat illegal and unethical practices 

in the training market. Provision for this has been made in Chapter 6 of the CET Act. 

(c) Whilst the CET Act, does not envisage public funds flowing to private TVET Colleges, it is 

important for government to consider this as one potential way of advancing the development 

goals of the country. Many countries with strong and vibrant public college sectors earmark 

a limited portion of public funding for private education institutions in order to fill training 

gaps and encourage healthy competition in the sector. This policy, in particular the formula 

funding of programmes could be adapted in order to allow for the public funding of private 
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TVET Colleges. For this purpose separate conditions for the granting of subsidies to private 
TVET Colleges will be developed and published by the Minister. 

(d) South Africa has a well- developed legal framework for public- private partnerships (PPPs). 
Options such as PPPs in terms of which private TVET College utilises public facilities to 

offer training that is needed by the economy should be explored as part of the joint DHET- 
college planning process referred to in paragraph 91 onwards. 

Poor performance by TVET Colleges 

15. In the interests of quality TVET services in the public sector, and in order to minimise inefficient 
utilisation of funds, it is important that the new funding system should be sensitive to the outputs 
achieved by public colleges. There are two ways in which the new system deals with the matter 

of efficiency and outputs. Firstly, the system allows DHET to expand enrolment in colleges that 

prove to be efficient and decrease enrolment in inefficient colleges. This is made possible through 
the joint DHET -college planning process. Secondly, the system includes an output bonus as well 
as Input -output funding which should be considered a performance incentive that eligible 

colleges can utilise to improve their facilities, conduct further research, or for some similar 
developmental activity. The output -related aspects of the system are obviously dependent on the 

credible measurement of college performance, both in terms of successful completions (or the 
throughput rate) and in terms of the labour market performance of graduates. 

15.1 TVET College management must take accountability and responsibility for poor 
perfomamnce by a TVET College and therefore corrective measures to improve college 
performance should be taken against college management rather than simply reduce 

enrolment that will bring instability in staff establishment and adversely affect the 
respective communities which are not the cause for college inefficiency. 

Role of the public TVET Colleges 

16. This policy considers public TVET Colleges to be critical for the delivery of cost -effective public 
services that make a real difference to skills development, labour market readiness amongst our 

youth and the growth of the economy. At the same time, the funding system described here 
establishes new roles and responsibilities for the college councils and college management. What 

is strongly emphasised in this policy is a collaborative planning approach involving the college 
stakeholders, government and employer and employee organisations from the private sector. To a 

large degree, public funding of public TVET Colleges is envisaged as the procurement of specific 
training services by government, linked to a clear and [annual] three year joint DHET -college 

planning cycle that considers local, provincial and national demands, as well as the adequacy of 
the physical and human capital of colleges to deliver the specific services. 

17. Public TVET Colleges should continue to be responsible for the structuring of their college fees, 
including college fees charged for publicly funded programmes. This arrangement allows 

managers in colleges to be responsive to local cost pressures and pressures relating to the ability 
of students to pay fees. However, this policy assumes that it is important for the structuring of 

college fees, particularly fees charged for publicly funded programmes, to be subject to certain 
guidelines and restrictions aimed at advancing equity and efficiency in the delivery of public 

services. 

18. White Paper 4 does not preclude the possibility of TVET Colleges offering Higher Education 

programmes, though it opposes excessive mission drift in colleges away from the TVET sector. 
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The White Paper further states that HE programmes should be funded through the relevant HE 

funding policies, and not this policy. This policy, therefore, applies to TVET services only. In this 

policy, all income received for HE training services in colleges is considered part of the fee -for- 

service income described in paragraph 76 onwards. 

18.1 The issue of Higher Education qualifications being taught at TVET Colleges needs to be more 
carefully looked at (particularly in relation to Higher Certificates and Diplomas) and most 

important, ensuring that Higher Certificates do articulate with further qualifications in 

Higher Education institutions and fair credit transfer is allowed for. A workable credit system 
to universities needs to be expeditiously resolved. 

Centres of Specilisation 

18.2 Some specialised TVET colleges (centers of specialisation) which offer occupational trades to 

be included in the Ministerial Approved Programmes are introduced for funding. 

Programme types funded at TVET Colleges 

18.3 The TVET colleges focuses on four types of programme offerings: 

a. The National Certificate: (Vocational) NC(V)) introduced in 2007 with a wide range of 

variants to choose from. Grade 9 is a minimum qualification to enter into the NC(V). 

although a growing proportion of students have Grade 12. A certificate can be obtained 
for each year of three years of technical/vocation orientated study - at NOF levels 2, 3 and 

4. The National Certificate: Vocational is offered in parallel to the school -based National 

Senior Certificate (N SC) which has a more "academic" focus. NC(V) 2 to 4 are equivalent 

to grades 10 to 12 respectively and correspond to NOF levels 2, 3 and 4. The NC(V) 

curriculum is structured to include 60% theory and 40% practical components in a 

particular vocational field. The practical experience may be offered in the workplace or in 

a simulated workplace environment. This feature has the advantage of giving students the 

opportunity to gain experience in the workplace during their studies. However, this 

qualification does not prepare students for immediate entry into the work place. After 

completing the NC(V), students are required to do approximately two years of work 
experience. They may then sit the national trade test skills in their field of specialisation. 

b. The NATED Report 191 lists national programmes NI - N6 which are largely theoretical 
in nature and require candidates to complete an extended apprenticeship before sitting 

the national trade test to become a qualified artisan. Artisan qualifications include 
plumbing, welding, carpentry, boiler -making and many others. Grade 9 is a minimum 

qualification to enter into the NC(V) or N1 -N6 programmes, although a growing 

proportion of students have Grade 12. The NI -N3 programmes have never been directly 
aligned with the NOF, but N3 broadly equates to grade 12. N4 - N6 programmes 

correspond to three years of study post-grade 12, culminating in a National Diploma at 
NOF level 6. 

c. Occupational programmes which some are offered by Centres of Specialisation and the 
Sector Education and Training Authorities (SETAs). These are typically skills based 

programmes with structured work integration. 

d. Pre -Vocational Learning Programmes (PLP) 
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i. Bridging and foundation programmes for under- prepared students. In a perfect 
system no underprepared students enter TVET colleges. As South Africa is 

nowhere near such a state it is still necessary to remediate some of the failures of 
the school system. However unfortunate, it is a cost that must be carried for the 

foreseeable future 

ii. The task teams involved in the development of the national plan for post- school 
education is considering recommending the offering of foundation programmes 

with compulsory elements on work readiness, ICT skills, life orientation as well 

as fundamental foundations for mathematics, science and language. These 

Programmes should be coordinated across the colleges. 

iii. Bridging and Foundation programmes must be developed to assist 
underprepared students who enter TVET colleges. These programmes must be 

fully government- funded. The cost of these offerings will be offset by the savings 
made through improved efficiency as a result of better throughput rates and 
fewer repeaters in the system. 

Other programme types 

18.4 TVET colleges may offer highly skilled short programmes which must be approved by the 
Minister and may be publicly or privately funded. Other programmes other than the four 

Ministerial approved published in the National register must not constitute more than 20% 
of the programmes offered at TVET Colleges. 

Research, monitoring and planning 

19. Public expenditure on research, monitoring and systems development is important for the success 
of the new funding system. The following clearly require on -going funding. 

(a) Research focussing on the effectiveness of public expenditure in the sector. 

In this respect, comparisons by DHET across programmes being offered, across public 

colleges, across provinces and between the public and private sectors are important. There 

should be a strong emphasis on the generation of time series data that can indicate whether 

the effectiveness of the system is improving. Tracer studies that gauge the success rates of 
graduates in the labour market should be undertaken. Paragraphs 85 - 87 below deal with the 

important matter of the costing of TVET College programmes. 

(b) Monitoring of the sector, and the development of monitoring systems that can improve the 

relevance and reliability of data. 

(c) The development and maintenance of a national plan for college enrolments, spending and 

outputs. 

This work depends strongly on there being good research and effective monitoring systems. 
The DHET's role in determining national strategies for the volume and type of training to be 

offered, at an aggregate level, in TVET Colleges across the country is crucial. 

(d) The development of information systems, including financial accounting systems. 
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Given the need for nationally standardised systems, and the cost of developing these systems, 
this responsibility should rest with the DHET at the national level. This policy has 

implications for the information systems that are required in the sector. 

20. The National Skills Authority, established in terms of the Skills Development Ad, 1998, will 
continue to play an important role in guiding DHET strategies with respect to the funding of 

TVET. Moreover, the to be established South African Institute of Vocational and Continuing 
Education and Training (SAIVCET) will, amongst others, provide a much needed support to 

TVET colleges and the skills development system. 

Policy development in the sector 

21. This funding policy is expected to evolve as other related policies evolve, and as new best practices 

emerge. Polices and frameworks that can be expected to shape this policy very directly in the 

future are the TVET College curriculum, the learnership system maintained by the DHEST, and 

the policies governing the Sector Education and Training Authorities (SETAs). 

C. THE SYSTEM FOR FUNDING PUBLIC FURTHER EDUCATION AND TRAINING 
COLLEGES 

Redress principles for public funding 

22. Public funding of public TVET Colleges must contribute towards the redress of past inequalities. 

This means that the funding system must deal with two things. Firstly, it must ensure that students 

or potential students from socio- economically disadvantaged households receive funding at a 

favourable level, both to deal with additional costs relating to, for example, additional tuition time 

needed, and to deal with inability to pay college fees. Secondly, funding should be linked, even if 
indirectly, to targets dealing with the representativity of college student populations in terms of 

gender, race and disability. 

23. The aim of government is to ensure that the TVET College sector as a whole is representative of 
the country's population in terms of gender, race and disability. Moreover, it is the aim of 

government to bring about better representativity within different programmes, for example a 

greater presence of female students in Engineering, Finance and 1CT programmes. At the college 

level, the aim should be to promote the national representativity targets through better recruitment 

of under- represented groups 

Types of funding for public TVET Colleges. 

24. The income of TVET Colleges can be divided into the following seven streams: 

(a) Formula funding of programmes 

(b) Earmarked capital funding 

(c) Earmarked recurrent funding 

(d) College fees 
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D. FORMULA FUNDING OF PROGRAMMES 

Funding Framework for TVET Colleges 

Approved enrolment plan for TVET 
Colleges according to programme for a 

period of 3 years linked to the MTEF 
budget. Review enrolment plans annually 

based on the actual enrolments of year n -1. 

Each year the Department of Higher 
Education and Training (DHET) obtains the 

enrolled FTEs, headcount enrolments and 
certificates obtained for each ministerial 

approved and funded programme for year n- 
1 from the Technical and Vocational 

Education and Training Management 
Information System (TVET -MIS). 

Portion of MTEF budget allocated to TVET Colleges 

Programme funding subsidy to TVET 
Colleges (e.g. 80 %) 

The subsidy calculations are done per college per 
geographic location. The calculations are first 

done based on the actual programme cost (or 
funding grid). The rural factor is included in the 

calculations. A portion of the allocation is based 
on the performance/ outputs of the colleges (Iong 

term 10% but phased in over time). The 90% 
subsidy and 10% based on certification rate fee 

split is then applied. Additional allocation until 
earmarked funding is allocated should be made 

to provide funding to colleges for special needs 
enrolments. The allocation should be done 

proportionally to colleges based on the number 
of full -time special needs enrolments multiplied 

with the rates that were determined by the 
DHET. 

Earmarked 

Student support services 

Programme diversification 

Special Need Education 
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25.] The earmarked grants should be allocated as follows: 

(a) There should be a special funding for student accomodation operational costs 

(b) Staff development funds must be allocated on the basis of number of staff that needs 
training as well as the cost of training. 

(c) Student support services can be allocated on the basis of full -time equivalents of 
government funded programmes. 

(d) Programme diversification must be allocated on a project basis at colleges earmarked 
for the establishment of centres of excellence and need to establish new programmes in 

certain colleges. 

(e) Special needs education to provide additional funding to colleges for special needs 
enrolments. 

Subsidy Calculations 

If a college did not deviate more than 5% from the planned enrolment targets, the DHET 
should fund the college based on all the enrolled FTEs. 

If the actual enrolments deviate more than 5% from the target, the DHET must adjust 
the enrolment targets for year n +1. 

If there is not adequate additional funding, over enrolments should not be funded, since, 

it affects the subsidy allocations of other colleges that have managed their enrolments 
within the targets. This implies that the college will have to fund the over enrolment itself 

from its own coffers. 

Funding formula is proposed as follows: 

Programme funding (Number of FTEs x Baseline funding rate per student x Output factor X 

Programme cost weighting x College area disadvantage factor) 

+ ([average of amongst all FTEs of] Individual Disadvantage weighting X 

Number of FTEs X Individual Disadvantage rate per student) 

([average of amongst all FTEs of] Special Needs weighting x 

Number of FTEs x Special Needs rate per student) 
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(d) The DHET should allocate a portion of the programme funding based on the 
performance/outputs of the colleges. In the longer term this should constitute 

approximately 20% of the allocation but to ensure financial stability it could be phased 
in over a period of time. 

(e) sim le wa of im lem ntin s ch an ut ut s bsid is to allocate out ut wei hts o 
various types of certificates and diplomas awarded by Colleges based on either the 

duration or credits of the programmes. One could for example allocate an output credit 
of 1 to one full year of study (1 full -time equivalent) and then allocate credits to other 

programmes in relation to a full year of study. This approach would allow for the 
determination of output weights for variety of programmes as new programmes are 

introduced in TVET Colleges. Only certificates awarded for ministerial funded 
programmes should qualify for output subsidy. All certificates and diplomas obtained in 

year n -1 then gets an output credit weight. The total for the system is calculated and the 
portion obtained by each college is calculated. The total amount set aside for output 

funding is then allocated to each college based on their share of the total weighted outputs. 
As not d the centa e of the ro ram e fundin set aside for this could be small 

percentage in the beginning of implementation but it should be increased over time. 

(f) The DHET should introduce an additional funding weight for Rural Colleges, e.g. a 10% 
additional weight or multiplying their unweighted full -time equivalents with 1.1. There is 

a need to identify the cost drivers and distance appear to be the most important factor. 
Rurality contributes to additional delivery and travel costs, accommodation costs, and 

need for rural allowances for travel and accommodation costs for staff, etc. The 
classification of colleges /campuses of colleges as urban and rural is needed to identify 

those that qualify for a rural funding weight. If only certain campuses of a TVET College 

are rural then the weighting should only be applied to the FTEs of those campuses. Rural 
costs need to be benchmarked urban cost. Rural colleges will also attract more 

disadvantaged students that will require more student support to be successful.There 
would probably have to be a weight for peri -rural (e.g. 5% additional unweighted FTEs). 

The exact additional FTEs need to be determined by a technical exercise that will focus 

on determining the cost differentials for the three groupings of colleges. 

(g) Additional funding for Special education needs (SNE) in TVET must be catered for and 
funded by adding weighings for SNE per category on the funding grid. The amount 
needed could be calculated on the basis of the indicative category given in Appendix B 

(Attached) per special needs education student in the funding grid. 

25.3 The funding formulae must take into account variables, including: Performance -based 
funding for student success, weighting for disability, staff development and academic 

support. 

What the funding system is designed to do 

26. Formula funding of programmes as captured in the formula funding grid is designed to promote 
particular goals in service delivery. The intention is for the formula funding grid to be only as 
complex as is necessary for the promotion of these goals. The goals are as follows: 
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a) To promote transparency and easy comparability in colleges in terms of what programmes 
are being offered, the number and categories of people reached by programmes, how 

programmes are funded and success rates. 

b) To promote predictability over the medium term whilst providing the necessary space for 
flexibility. It is important to interpret the formula funding grid together with the paragraphs 

in this policy that allow for flexibility in the implementation process, particularly during the 
transition to the new system. The funding system should promote good planning, whilst not 

stifling effective management. 

c) To promote equity through the provision of bursary funding to colleges for students who are 
academically capable but cannot afford to pay college fees. 

d) To promote quality and efficiency in a manner that is sensitive to historical inequities through 

an incentive system that takes into account both absolute success rates and improvements 

over historical success rates. 

27. Formula funding of programmes is intended to cover the recurrent costs of delivering TVET 
programmes, but also certain capital costs associated with those programmes, specifically costs 

is intended to cover college overhead costs, specifically those relating to administration and 

student support. Overhead costs have been incorporated within the formula funding of 
programmes based on the understanding that most overhead costs are sensitive to college size. 

The approach taken in the policy is aimed at encouraging efficient practices with respect to the 
organisation of administration, student support services, college marketing, management and other 

activities associated with overhead costs. An exception from this approach is accommodated 
within the earmarked recurrent funding stream (see paragraphs 65 -67). 

28. The funding system does not envisage a different level of funding for distance education. This 
position is in line with White Paper 4, which stipulates that funding should not be differentiated 

by mode or locus of training. Where the offering of distance programmes by a college results in 
financial savings, this should be adequately reported on, and the alternative utilisation of the funds 

should be made clear in the relevant reports. A priority should be given to distance education 
students in the altenative utilisation of funds by providing for learning devices such as 
laptops or tablets as well as provision of data. 

29. It is recognised that delivering services to special needs students may entail a higher unit cost. 
This additional cost is not explicitly linked to enrolment figures by special needs categories and 

per college, partly because of the information difficulties associated with such an approach. 
Instead, the cost of an expected level of special needs coverage is incorporated within the funding 

[base] rate referred to in paragraph 86 and used where enrolment targets for these students are set. 
Moreover, attainment of enrolment targets by colleges, including enrolment targets for special 

needs students, receives explicit attention in the annual joint DHET- college planning process 
referred to in paragraphs 91 - 96). 

30. [Whilst this policy does provide an explicit set of rules for the formula funding of 
programmes, in order for the implementation of these rules to be totally successful, this 

policy should lead to the formulation of user -friendly operational manuals for use by TVET 
Colleges and DHET managers, in which real -life examples and implementation advice are 

provided. The DHET will provide these manuals to ensure that a uniform approach and 
understanding is developed. 
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JParagranh 31 -35 and 46 -49 has been shifted to general definition at the beginning of the documenti 

The register of nationally approved TVET College programmes 

36. The formula funding grid uses information provided in the register of nationally approved TVET 
College programmes. The national register must contain details relating to the nationally approved 

TVET College programmes. The DHET maintains this register, and makes it available to the 

public and stakeholders in the TVET College sector on an annual basis. 

37. The register of nationally approved TVET College programmes must, as a minimum, include the 
following information relating to each programme (see paragraphs 38 - 60 for definitions of the 

various pieces of information): 

e) Programme name 

f) Programme type 

g) NQF level 

h) NQF Sub -framework 

i) DHET programme code 

j) NQF organising field 

k) SAQA credits 

I) Funding weights for personnel 

m) Funding weights for capital expenditure 

n) Funding weights for non -personnel non -capital 

Details on the determination of funding weights are provided in paragraph 87. In addition, the 

national register should indicate the typical programme duration, for example whether the 

programme is typically trimester,semester or a one -year programme. The national register does 

not indicate hard and fast programme duration, as this aspect of service delivery requires some 
flexibility. 

The in -line part of the formula funding grid 

38. The following paragraphs describe the meaning of each of the columns, from left to right, of the 
in -line part of the formula funding grid appearing in Annexure A. The in -line part of the formula 

funding grid indicates the programme choice and information from the national register of 
approved TVET College programmes. The information in the columns influences the formula 

funding of the college. 

39. DHET programme code: This is the unique identifier of a programme included in the register of 
nationally approved TVET College programmes. 
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40. National Qualifications Framework Organising field: This is the organising field of the 
programme. (i.e. 06: Manufacturing, Engineering and Technology) 

41. National Qualifications Framework level: This is the NQF level of the programme. (i.e. NQF 
Level 02) 

43. SAQA credits: This is the number of credits that the programme carries within the NQF. This is 
indicated in the register of nationally approved TVET College programmes. (i.e. 130 credits) 

44. Programme duration: This is the duration of the programme in terms of the academic year. The 
value is a number expressed to two decimal places, and may be 1.00 or less than 1.00. A value of 
1.00 indicates that the programme covers one academic year on a full -time basis. In the case of 

the approved National Certificate (Vocational) (NC(V)) TVET programmes, each programme has 
by definition a programme duration of I.00. With respect to other programmes, SAQA 

specifications, relating for instance to the contact time required for the programme, should guide 
the determination of the programme duration wherever possible. In the absence of some other 

benchmark stipulated in policy, the applicable benchmark is that a full -time programme is one that 
involves 1200 hours of contact time. For example, a programme that covers only 300 hours of 
contact time would have programme duration of 0.4. A programme with programme duration of 

1.00 in one line of the formula funding grid may reappear in another line with lower programme 
duration, if the same programme is also being offered part -time to another group of students. 

45. Funding weights (by economic category): This is a weight attached to each economic category 
of each nationally approved TVET programme to represent the cost of delivering the programme 

relative to the funding base rate (explained in paragraph 87). The economic categories to be used 
are (I) personnel cost, (2) capital infrastructure cost and (3) non -personnel non -capital (or `npnc' 
or non -personnel recurrent) cost. A specific programme may therefore have the funding weights 

1.0, 1.1 and 1.3 for the personnel, capital and `npnc' categories respectively. The funding weight 
is always expressed to one decimal point. A funding weight of 1.0 means that the cost of delivering 

the programme with respect to the economic category in question is equal to the funding base rate 
value for that category. A personnel funding weight of 1.1, to take an example, would mean that 

the actual delivery cost with respect to personnel is 10% higher than what is indicated in the 
funding base rate for personnel. Funding weight values are specified on the register of nationally 

approved TVET College programmes. All programmes would have funding weights specified. 
When a funding weight is multiplied by the corresponding economic category of the funding base 

rate (described in paragraph 86), the expected cost as determined by the DHET is obtained. 

47. Actual total funding weight: This is the weight that indicates the allocation that will be 
transferred to the college per programme and per full -time equivalent student, relative to the 

overall funding base rate (explained in paragraph 86). A value of 1.00 indicates that the allocation 
is expected to be equal to the overall funding base rate. The actual total funding weight (ATFW) 

takes into account several things: programme cost as reflected in the funding weights (FWp, FWc 
and FWn); the funding base rates per economic category as determined by the DHET (FBRn, 

FBRL, FBR and their sum FBR;,,,); and the assumed fee level for the programme (AFL). Each 
funding weight is multiplied by the corresponding funding base rate, and the sum of the three 

values is then adjusted downwards according to the assumed fee level. The formula is as follows: 

T = 
(FWpxFBRp)+(FWxFBR)+(FWnxFBRn) 

x (1-AFL) 
FRRTot 

(where T represents A TFWJ J 
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50. Programme weight: This is the total weight of the programme, after the actual approved cost of 
service delivery, enrolment numbers and programme duration have been taken into account. The 

programme weight (PW) is expressed to one decimal place, and T is the actual total funding weight 

(ATFW) multiplied by full -time equivalent students (FTE): 

PW T x FTE; (where T represents ATFW) 

51. Labour market segment: This is the segment of the labour market receiving the chief focus of a 

programme entered in the formula funding grid. This specification occurs in the formula funding 

grid to encourage a focus on labour market imperatives. It does not influence the funding formula 

directly. The values in this column would refer to the following labour market segments: employed 

persons; unemployed persons 15 -24 years of age, unemployed persons 25 -34 years of age; 
unemployed adults over age 35. Values are entered in the column to represent the most prevalent 

labour market status of enrolled students. 1f the same programme is being offered to different 

groups of students that are clearly distinct in terms of their labour market status, the same 

programme should be repeated in the formula funding grid. The determination of the labour market 

segment, which would often relate to anticipated, not actual, enrolment, must occur during the 

joint DHET -college planning process described in paragraph 91 below. 

52. Past successful completions: This is the number of students who successfully completed the 

programme in question during one or more past years. The precise number of past years to be 

considered is determined during the [annual] medium -term joint DHET -college planning 

process. Past successful completions, together with past enrolments (see the next paragraph) are 
used to gauge the efficiency of service delivery during previous years, and hence the eligibility of 

the college for output bonus funding in the bottom -line determinations. 

53. Past enrolments: This is the number of students who could have completed the programme in 

question, in other words the number of enrolled students, during the past one or more years. The 

years considered and the rules for counting students would be the same as for the past successful 

completions (see previous paragraph). 

53.1 Certification rate: TVET Colleges will be entiled to a 10% portion of the total budget 

allocation which will be allocated in proportion to the certification rate. TVET Colleges with 

higher certification rate will receive more allocation. 

The bottom -line part of the formula funding grid 

54. College programme weight: This is the sum of all the programme weight values in the formula 

funding grid. This forms the basis of the formula funding for a college. 

55. Sum of past successful completions and enrolments: This is the sum of the values referred to 

in paragraphs 52 and 53. These totals are important inputs into the determination of the output 

bonus referred to in paragraph 59. 

56. Assumed value of fees charged: This is a calculated value using values from the in -line part of 

the formula funding grid as well as the total funding base rate of the DHET. Specifically, the 

programme weight values and the assumed fee level values from the in -line part of the grid are 
needed. The assumed value of fees charged should reflect the total monetary value of the assumed 

fee level, and is used as an important benchmark against which to measure the correctness of the 

fee -setting processes described in paragraph 70 
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58. College allocation before output bonus: This is the total monetary allocation for the college 
before the addition of a possible output bonus. The college allocation before output bonus (CA1) 

is the college programme weight (CP W) referred to in paragraph 54 multiplied by the total funding 
base rate (FBI? mi) of the DHET. 

CAI = CPW X FBRD,t 

]specific funding base rate from the bottom -line part of the grid and the assumed fee level, 
full -time equivalent students and category -specific funding weight from the in -line part of 
the grid. The sub -totals for the three economic categories should not be the total college 

allocation simply split up in proportion to the category -specific funding base rates, as this 
would not yield an accurate result.] 

59. Output bonus: This is a monetary bonus which the college receives in recognition of efficient or 
outstanding service delivery. The methodology for calculating the bonus is a DHET determination. 

However, in arriving at the methodology, the following should be considered: 

a) The ratio of past successful completions to past enrolments, and previous versions of this ratio, 
applicable to previous years (see paragraphs 51 and 53). Both absolute levels of this ratio, and 

improvements in this ratio over time, should be taken into account. 

b) Attainment of development targets in the strategic plan of the college, including targets relating 
to the representivity of students. 

c) Average examination scores attained by students. 

The methodology must be transparent to all colleges in the country. Moreover, it should be 
determined at a sufficiently early point in time to allow colleges to adjust their planning and 

management towards the attainment of the identified outputs. 

60. College allocation: This is the total allocation to the college by the state after all adjustments have 

been made. This is the final allocation provided by the formula funding grid. However, it may not 
be equal to the total funding for the college received from the DHET if (1) there is funding other 

than formula funding that is to be paid to the college (see Section E) or (2) there are funds allocated 
during a previous year that were not utilised and should thus be deducted off the allocation (see 

paragraph 103). 

E. OTHER FUNDING STREAMS 

Earmarked capital funding 

61. This public funding stream covers items not covered by the capital infrastructure portion of the 
funding base rate (see paragraph 86 below). Hence this stream covers two types of capital 

expenditure: (I) Capital expenditure to expand the infrastructure of existing campuses, or to 
construct new campuses; (2) Capital expenditure required to address capital infrastructure 
backlogs inherited from spending in the past. 

61.1 Introduce new capital expenditure and refurbishment as student numbers rise, as well as 
the increased maintenance costs consequent on rising numbers given the expansion in the 

college system. The maintenance situation (including the repair and updating of equipment) 
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needs to be carefully monitored and funds for it specifically earmarked. The CIEG 
allocation must be dedicated to atleast a minimum of 10% for TVET College infrastructure 

to be compliant to disability needs. 

61.2 Student residence should be funded through separate earmarked grant on a project basis. 
Development finance institutions and the banking sector should be encouraged to partner 

with institutions to provide loans matching the funding from the Ministry. Local 

government sponsorship may also be needed as well as provate /public sponsors must also 

be considered 

62. Earmarked capital funding may take a variety of forms, for example conditional grants declared 

in terms of the Division of Revenue Act, or matching grants involving joint investment with the 

private sector. Moreover, this type of funding is always conditional in the sense that it is earmarked 

for specific capital investments, where these investments are integrated into the strategic plans of 
colleges. 

63. DHET must ensure that transparent and fair procedures are followed in the allocation of earmarked 

capital funding to colleges. However, it is not a requirement that all colleges be funded equitably 

with respect to this stream in every financial year. Targeting of particular colleges during particular 

years is thus permissible. However, in the medium to long term, the distribution of earmarked 

capital funding across colleges must be equitably pro -poor. 

64. Earmarked capital funding is an important means for making colleges more accessible for the 

physically disabled. DHET should ensure that sufficient earmarked capital funding is made 

available to adapt existing infrastructure in such a way that full access in this regard becomes 

possible. 

Earmarked recurrent funding 

65. This public funding stream is similar to the earmarked capital funding stream, except that it deals 

with recurrent items. It is earmarked for projects of a developmental nature, in particular staff 

development and implementation of computerised systems, and college -level research. In 

addition, the earmarked recurrent funding stream covers inputs that are considered part of a basic 

minimum package of recurrent inputs required more or less equally by all colleges. 

66. DHET may determine a basic minimum package required by all colleges to cover basic overhead 

expenses outside of the formula funding of programmes stream. Such a package, which should be 

considered earmarked recurrent funding, could take the form of a financial transfer, employee 

posts or goods and services. Regardless of its form, the monetary value of the basic minimum 

package should be clearly reflected in the financial statements of colleges. DHET may vary the 

size of the basic minimum package by college, based on criteria that are fair and fully transparent. 

67. Transparency and equity requirements for earmarked recurrent grants directed towards 

development projects are the same as those applicable to earmarked capital grants and described 

in paragraph 61 onrds. 

Student Accomodation 

67.1 Provision and funding of hostel accommodation affects earmarked recurrent funding and 
the 3 economic categories as it relate to Personnel. Capital Infrastructure and Operational 
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C; osts. There should be a special funding for student accommodation operational costs 
based on available Fiscus funding. 

Funding of foreign students 

67.2 Foreign students are not entitled to the bursary allocation.they should pay the full programme 
cost i.e. 80% plus 20 %. The full programme cost is composed of the 80% that is paid through 

state subsidy to the college and the 20% that should be recovered from the students fees. 
Foreign students from Southern African Development Community (SADC) qualify for the 

80% state subsidy as per the agreed upon protocol by the State 

College fees 

68. The CET Act makes it clear that public TVET Colleges may raise revenue through the charging 
of college fees. For the purposes of this policy, college fees are fees charged to students by public 

TVET Colleges to cover the portion of the training cost not covered by formula funding of 
programmes. For the purposes of this policy, then, college fees do not include hostel fees, or fees 

charged for programmes that do not receive public TVET funding. 

68. I Considered that fees are an important income stream for TVET Colleges, students that can 
afford tuition should pay fees. Students with academic potential should not be excluded 

because they cannot afford fees 
. 

68.2 According to CET Act 2006 
, 

section 5(2) (g), a College Council "determines tuition fees 
accommodation fees and any other fees payable by students as well as accommodation fees 

payable by employees." Any other fee may refer to Registration Fee. Registration fee will 
therefore remain applicable until the CET Act prohibit charging of registration fee. 

69. The formula funding of programmes, described from paragraph 27 has implications for what may 
be considered fair practice with respect to college fees. In particular, the level of the college fees 

charged should not deviate substantially from what is implied by the assumed fee level. 

70. In accordance with paragraph 17, the responsibility for structuring college fees charged for 

programmes receiving formula funding rests with colleges. However, the net effect of this 
structuring should be that the total planned income from college fees should be more or less equal 

to what is implied by the assumed fee levels per programme. The total planned income from 
college fees may be up to 10% higher than the assumed fee level, without there being a need for 
DHET approval. Moreover, the college fee charged to a student for any particular programme, 
subject to formula funding should not deviate substantially from the rand amount implied by the 

assumed fee level for that programme. Any deviation outside of the bands referred to here require 
DHET approval, within the DHET -college planning process. The way the transition occurs from 

the outgoing fee structures of colleges to the new fee structures implied by this policy is linked to 
how the transition to more normalised per student spending is achieved across colleges. This 

transition matter is referred to in paragraph 120. 

71. The DHET must establish and maintain a national TVET College bursary system. The 
administration of this bursary scheme will be managed by NSFAS. This must include a means test 

designed to gauge the financial needs and academic capability of public TVET College students, 

as well as the necessary tools required to implement the means test. The DHET must further 
formulate rules and guidelines regarding the allocation of bursaries to colleges, as well the 
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awarding of such bursaries. The bursary systems shall be aimed at ensuring that an inability to pay 
college fees does not constitute a barrier to academically capable student's access to a formula 
funded programme at a public TVET College. The means test and accompanying rules and 

guidelines must be based on best practice and research findings, and be aimed at providing public 
TVET Colleges with a system within which responsiveness to student need and programme cost 

can be managed by the college. The DHET requirements and guidelines shall be sufficiently 
detailed and binding to establish a transparent system and to enforce key policy imperatives. 

72. The rules and guidelines regarding bursaries referred to in the previous paragraph should 
incorporate an efficiency element whereby students who repeat programmes should be less 

eligible for bursaries than students who enrol for programmes for the first time. 

73. Colleges must manage bursaries in accordance with paragraph 71 to 72. 

Student financial aid 

74. In this policy, student financial aid is funding, in the form bursaries or loans, provided by the state 
or private organisations to students, possibly through the public TVET College, to deal with costs 

such as college fees, accommodation, transport as well as subsistence costs. 

75. The DHET should monitor the situation with respect to needs -based funding over and above the 
bursaries, and make proposals for systems and partnerships where necessary. Options involving 

agreements between the state and public and private lending institutions should be explored. 

Fee -for -service income 

76. This stream of funding is income derived by public TVET Colleges from training services offered 

on a market basis to private and public clients outside of the formula funding system. Income 
received for HE training services offered under the auspices of HE institutions in terms of CET 

Act, is considered as part of the fee -for -service income. 

77. Paragraph 18 of this policy explains the need to ensure that fee -for -service prices are not cross - 
subsidised by public funds intended for formula funded programmes. In other words, fee -for- 

service prices should reflect the true cost of offering the service. To enforce this, the DHEST will 
monitor the prices of fee - for -service training offered, relative to the cost of formula funded training 

as reflected in the national register of TVET College programmes (see paragraph 36). The 
requirement is that fee- for- service training should not be offered at a price that is lower than the 

cost of an equivalent formula funded programme. 

78. CIearer information in the training market relating to the cost of delivering training programmes, 
can greatly assist private and public employers in planning their human resource development 

activities. Given that the DHET will be engaged in extensive research work relating to the costing 
of training programmes, in order to realise the system of formula funding of programmes, the 

DHET will be well placed to provide the market with valuable information and guidance relating 

to training costs. The DHET, in collaboration with the Department of Trade and Industry, may 
develop pricing manuals that can be used by public TVET Colleges, other providers, and 

employers, to assist in the provision and procurement of training. 
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79. The DHET must investigate the feasibility of developing and maintaining a national list of 
recommended prices for training programmes other than those training programmes appearing in 

the national register of TVET programmes. Such a list could assist in the monitoring of prices 
referred to in paragraph 77, and could be used by employers to plan their procurement of services 
offered by various providers, but in particular public TVET Colleges. 

Other funding Sources 

79.1 Adequate student support services must be established in public colleges and earmarked 
recurrent funding needs to be allocated for this function. "Theory" and "workplace" need 

to be linked again. The long -term (5 years) and short term (1 year) planning cycles of SETAs 
must be sequenced. 

79.2 SETAs should start the initiative by inviting employers to apply for grants and these 
applications must be approved before college enrolment planning begins. The employer 

responses must be based on occupational categories (trades) that permit aggregation across 
sectors. Aggregated data of all employers in a geographical area willing to take learners for 

workplace learning for a given trade(s) must be provided to the colleges in that area. This 
will set the broad quantum of learners that can be enrolled by that college in that 

programme. In time employers should enter into contracts with learners before they enroll 
in programmes. 

79.3 The provision of living allowances for indigent students should be introduced with a sense 
of urgency, but be linked to performance. Poor students need more financial support 

particularly in the case of the rural areas. Provision should be made to improve fiscal 

governance in TVET Colleges including recruitment of appropriate skills, ongoing training, 
and credible financial systems and processes. 

79.4 Council members should be compensated for their travel expenses. Daily allowance, travel 
and subsistence allowances, apart from those who are already in state employ, for meeting 

attendance should be set at the standard hourly or daily rates and should be capped at an 
annual maximum amount (to prevent an unnecessary proliferation of Council meetings or 

site visits as a way of gaining extra remuneration). The rates set by DHET for TVET colleges 

are reasonable and appropriate. 

Other private funding 

80. This stream of private funding is all private funding not covered in the preceding paragraphs of 
Section E. This stream would include, amongst other things, development funding from 

international and local donor agencies, and income derived from the sale of goods produced by 

students as part of a training programme. 

F. FINANCIAL MANAGEMENT AT PUBLIC TVET COLLEGES 

8I. It is not the purpose of this policy to provide general financial management rules for public TVET 
Colleges. The use of GRAP, external auditors, internal audit and risk management will become 

entrenched across all colleges. College management toolkits developed by the DUET are being 
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used in a number of colleges. It is important for this work to continue, and for financial 

management requirements to become nationally standardised. 

82. The DHET must pay particular attention to the development of accounting structures and practices 
that allow for a clear separation of public and private income and expenditure. Financial accounts 

must be arranged in such a way that the utilisation of publicly financed infrastructure for fee -for- 
service programmes is reflected as such, so that the financial cost of this is clear. Similarly, the 

utilisation of the same staff members for the offering of public and private training services should 
result in separate public and private accounting of the related income and expenditure. 

83. The DHET must pay special attention to the matter of the financial reserves of colleges, and private 
loans taken by colleges to fund infrastructural and other development. Practices in this regard 

should not place the sustainability of colleges at risk, nor should they result in excessive mission 
drift away from the role of colleges as public providers of TVET. 

While section 24 (2) of the CET Act, says: "A public college may not raise money by means of 
loans or overdraft without approval of the Minister," these norms and standards do not provide 

the criteria and conditions under which the Minister may approve the raising of loans. The DHET 
in consultation with the National Treasury will develop procedures, criteria and conditions under 

which the Minister may consider approval. 

G. NATIONAL PLANNING 

Maintenance of the register of nationally approved TVET College programmes 

84. The register of nationally approved TVET College programmes as described in paragraph 36, 

must be maintained by the DHET. The DHET must ensure that this register is easily accessible to 
public TVET Colleges, as well as to other stakeholders in the vocational education and training 

market. 

The Funding [Base[ Rate (F[BJR) and the costing of programmes 

85. Much of the maintenance of the register of nationally approved TVET College programmes 
involves updating the estimated costs of delivering the nationally approved TVET programmes. 

During the initial implementation of this policy, substantial work is required to establish an initial 

set of cost information on nationally approved TVET programmes. Thereafter, most work must 

concentrate on updating costs in line with inflation rates and other incremental cost if applicable 
that are applicable to the inputs in question, and on the costing of new or revised training 

programmes. 

86. A funding [base] rate (F[BJR) must be maintained and be used as a benchmark for the costing of 
all other nationally approved TVET programmes. [The funding base rate is a rate, expressed in 

monetary rand terms, indicating the cost of delivering a basic one -year full -time 
programme.] The funding [base] rate is split into the three economic categories of(I) personnel, 

(2) capital expenditure [infrastructure] and (3) non -personnel non -capital. Capital expenditure 
wil be meant for replacement of office furniture and workshop equipment as well as address 

emergency maintenance and repairs. [The funding base rate should describe the cost of 
delivering the least costly programme that exists or might exist. This means that the base 
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rate may describe a hypothetical low -cost programme rather than an existing programme. 
Cost effective class size and a minimal requirement for equipment and infrastructure should 

be assumed. Minimum administration and student support overhead costs, as well as 
industry liaison costs, should moreover be assumed. The expected additional cost of 

providing services for a representative number of special needs students will be separately 
determined from the standard FJB]R and an additional amount added to the funding [base[ 

rate which will be used to calculate the programme cost for these students at the same time 
when F[B]R is calculated by DHET. The rate must cover annual depreciation in capital 
stock. In other words, the funding base rate should be adequate to build reserves needed for 

periodic replacement of facilities and equipment. It need not cover infrastructure backlogs 
and infrastructure expansion costs. The hypothetical programme must be a useful point of 

departure from which to gauge the cost of other programmes, which would all be more costly 
or equally costly.] The Department will develop a costing model that will determine the 

programme costs as per the funding rates.These programmes costs and student enrolment 
will determine college budgets. 

87. [In addition to costing the basic hypothetical services implied by the funding base rate] 
DHET must indicate the costs of all programmes on the register of nationally approved TVET 

College programmes relative to the funding [base] rate. [This must lead to the funding weights 
required for the formula funding grid. These funding weights must include industry liaison 

time, as well as all the cost aspects covered by the funding base rate (see previous paragraph). 
The programme -specific funding weights should take into account the fact that actual class 
size is often lower than the theoretical class size, due to the fact that colleges may not achieve 

economies of scale, or because one college may not be able to fill several classes offering the 
same programme to maximum capacity. The average additional cost implied by these issues 

should be worked into the funding weights.] An important part of the costing work is the 
formulation of the costing methodology. A sound methodology can greatly reduce the attention 

that must be paid to each separate training programme, and can bring a greater degree of 
consistency to the entire costing exercise. 

Finalisation of public funding strategies 

88. On the basis of the research referred to in paragraph 19, and through an appropriate consultation 

process, national targets must be formulated relating to the number of graduates for various 
programmes needed from the public colleges. It is important that these targets should only be as 

specific as credible research allows. Experience in other countries has shown that an excessively 
detailed level of national planning, often referred to as `manpower planning', is not feasible, given 

the complexity of the training demand trends, and also the system that supplies the graduates. At 
the same time, however, there needs to be a critical level of national planning, and target- setting, 

particularly where it is very clear that there is an under -supply or an over -supply of particular 
types of graduates. 

89. Public funding strategies, including targets relating to the output of the TVET College sector, will 
be shaped within a planning horizon that is at least 3 years (MTEF). Five to twenty year plans are 

common in other countries. However, it is important for national targets, to be confirmed on an 
annual basis, so that the annual DHET -college planning process can be guided by a clear and 

unambiguous set of priorities. For this reason, the DHET must confirm training targets for publicly 
funded TVET College training by March of each year. These training targets would focus in 

particular on overall output increases required, and increases in the outputs of specific types of 
graduates. 
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90. The development of public funding strategies for technical and vocational education and training 

must involve a critical level of participation by various government stakeholders, and non - 
government stakeholders. The DHET will ensure that a major series of national consultations 

occurs at least every three years to deal specifically with public funding priorities in technical and 

vocational education and training, including the public funding of TVET Colleges. These 

consultations must include, as a minimum, representatives from the Department of Trade and 

Industry, National Treasury, several major employer and employee organisations, several Higher 
Education institutions, and several public TVET Colleges, and private TVET provider 

organisations. Prior to these consultations, the DHET will provide stakeholders with the basic 

information packages and research outputs necessary for successful consultations to occur. The 

DHET will also ensure that on an annual basis the National Economic Development and Labour 
Council (NEDLAC) becomes involved in the finalisation of public spending strategies for TVET. 

Special needs education (SNE1 

90.1 Additional Funding for Special education needs (SNE) in TVET sector must be provided for 
and funded by factoring weights for SNE per category. The amount needed is calculated on 
the basis of the indicative category given in Appendix B per special needs education student 
in the funding grid. 

90.2 The special needs education students will be part of the funding grid to determine the budget 
allocation of a TVET Colleges. 

H. THE ANNUAL JOINT DHET -COLLEGE PLANNING PROCESS 

Basic elements 

91. For the purposes of the paragraphs that follow, the `medium term' means the coming three (3) 

college years for which planning must occur. This is partially in accordance with the Medium 

Term Expenditure Framework (MTEF) of the Public Finance Management Act, the difference 

being that the college year begins in January, whilst the government's financial year begins in 

April. The term `first MTEF year' refers to the first college year within the medium term. The 

term `current year' refers to the college year immediately prior to the medium term. And `previous 

year' refers to the college year prior to the current year. 

92. Section 10 of the CET Act, requires public TVET Colleges to develop strategic plans. This 

requirement is being fulfilled across all colleges, though the [annual] medium -term joint DHET - 
college planning process described here has wide -ranging implications for the formats and 

contents of the college strategic plans, and the annual processes that lead to the finalisation of 
strategic plans. For example, the formula funding grid in Appendix A of this policy should form 

part of the strategic plan of each college. 

93. It is vital that various stakeholders apart from the DHET and colleges should comment on the 

[annual] medium -term joint DHET -college planning process. DHET must hence ensure that a 

minimum level of broad consultation occurs with a range of stakeholders, which should include, 

as a minimum, employers, employees, and private providers of TVET training. At least one 

regional ]provincial] consultation and at least one college -specific consultation per college 
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should occur in each year. These consultations should be strongly guided by the national strategic 
priorities referred to in paragraph 89 and 90. 

94. It is crucial for the annual [annual] medium -term joint DHET -college planning process to be 
informed by reliable and timely data. This implies major improvements to information systems 

which, as indicated in paragraph 19 require national funding. In particular, existing unit record 
systems that house data on individual college students would need to be enhanced, partly to deal 

adequately with student -level data relating to socio- economic status and with the aggregation of 
part -time students to full -time equivalent students. 

95. The [annual] medium -term joint DHET -college planning process is partly about learning from 
experience, and thereby improving the capacity of colleges to deliver quality training efficiently 

and equitably. It is therefore important that this process should be characterised by honest and 
informed assessments of past performance. Such assessments should include analyses based on 

the available financial and non -financial data, as well as the consideration of the qualitative inputs 
of the various TVET College stakeholders. There should be a strong focus on building 

relationships of trust and mutual respect between stakeholders for this process to be successful. 

96. Below, the [annual] medium -term joint DHET -college planning process is described with 
reference to, firstly, capital investment planning, secondly, a review of past formula funding and, 

thirdly, the forward planning of formula funding. All these activities should be scheduled in such 

a way that strategic plans, with finalised funding components approved by the DHET, are ready 
by [30j 31 October of each year. The resultant plans must cover, as a minimum, the medium term. 

Capital and Human Resource Investment Planning 

97. This planning links strongly to earmarked capital and recurrent funding described in paragraphs 
61 and 65. This investment planning should in other words focus strongly on the physical capital 

needed to address infrastructure backlogs and expansion, and also on investment in systems and 

the college staff. 

98. This should start with an assessment of the adequacy of the physical and human capital to deliver 

on government training requirements in the past. This assessment should include an analysis of 
how the college balances the offering of publicly funded and privately funded training 

programmes. If infrastructure inadequacies with respect to the offering of publicly funded 

programmes can be resolved through a reduction in the level of private services offered, then such 

a reduction should be regarded as optimal. 

99. The assessment should lead to college- specific proposals, which will be prioritised by the DHET 
in accordance with the earlier paragraphs on earmarked funding. The result will be an updating of 

national plans for the capitalisation of the public TVET College sector. 

Enrolment Planning 

99.1 An enrolment plan for TVET colleges needs to be developed and linked to available funding 
provided in the Medium Term Expenditure Framework (MTEF). Enrolment should be 

based on a three -year rolling plan and should include the projected growth in the number 
of graduates. 

99.2 SETAs must develop a three year plan of programmes that they want the colleges to offer 
and this should inform the enrolment planning process of the colleges. This needs to form 

This gazette is also available free online at www.gpwonline.co.za

 STAATSKOERANT, 22 NOVEMBER 2019 No. 42849  117



the basis of guaranteed funding from the SETAS to the colleges. The DHET should also 
develop a long term plan for the college (say 3 -5 years) to ensure the financial sustainability, 

of colleges informed by agreed -upon enrolment plans. 

99.3 "Theory" and "workplace" need to be linked. The long -term (5 years) and short term (I 
year) planning cycles of SETAs must be sequenced. SETAs should start the initiative by 

inviting employers to apply for grants and these applications must be approved before 
college enrolment planning begins. The employer responses must be based on occupational 

categories (trades) that permit aggregation across sectors. Aggregated data of all employers 
in a geographical area willing to take learners for workplace learning for a given trade(s) 

must be provided to the colleges in that area. This will set the broad quantum of learners 
that can be enrolled by that college in that programme. In time employers should enter into 

contracts with learners before they enroll. 

99.4 Enrolments at colleges for those programmes that require workplace learning should be 
premised on the colleges having access to workplaces for the learners based on the 

consolidated information provided by the SETAS for that area. The SETA offices in colleges 
should therefore be primarily centres of data management derived from data consolidated 

centrally. 

Review of past formula funding 

100. [The planning of the formula funding for the new medium term must begin with a review of 
past years, and developments in the current year. The specifications relating to the formula 

funding grid, and described in Section D of this policy, should inform the review process. 
This process will be coordinated and supported by the DHET.] 

101. The review should include an assessment of the deviation between the economic category 
breakdown of previous allocations, and the economic category breakdown reflected in accounts 

of actual expenditure. It is not a requirement that colleges must comply with the economic 
category breakdown of the allocation calculated in the formula funding grid. However, a 

substantial deviation should be analysed to assess whether the funding weights in the register of 
nationally approved TVET College programmes are inappropriate, or whether a college is 
allocating funds inefficiently across the three economic categories. In particular, the review must 

assess whether the college is investing sufficient funds from the formula funding stream into the 
maintenance and replacement of capital equipment and facilities given that the funding weights 

cover this cost. 

102. Though not explicitly linked to the formula funding grid, representatively of students in terms of 
gender, race and disability must be considered in terms of the redress principles described in 

paragraph 22. The level of compliance with past targets should receive attention, and reasons for 
non -compliance should be assessed. 

103. A clawback mechanism must be applied where the following has occurred: Less training took 
place in the previous year, in terms of FTE students, than was planned for in the formula funding 

grid applicable to the previous year. In this case, under -enrolment in certain programmes can be 
compensated for by over -enrolment in certain other programmes. However, under- enrolment 

where actual enrolment is less than 97% of the planned enrolment in terms of full -time equivalent 
students, must lead to the enforcement of the clawback mechanism. Where the college has been 
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over funded and the Department cannot recoup the funds. DHET, with the college, should 
calculate the clawback amount applicable to the current year, and should deduct this amount from 

the funding of thel next year] first year of the next MTEF. 

104. DHET must assess prices to determine fee 
- 

for -service income of colleges and determine whether 
there is evidence of cross -subsidisation of privately offered services through the use of funds 

intended for public services. Financial accounts with a separation between public and private 
services, as specified in paragraph 82, should also be scrutinised to assess whether cross - 

subsidisation has occurred. If this has occurred, plans for the future should correct this and 
continual and deliberate cross -subsidisation by a college can result in a financial clawback using 

the mechanism referred to in paragraph 103. 

Forward planning of formula funding 

105. Planning for the three years of the medium term should pay particular attention to bringing 
enrolments in nationally approved TVET programmes (as described in paragraph 36) in line with 

national strategies and targets in this regard. Moreover, the planning process should deal with the 
labour market segment focus, and the representativity of students. Future targets for the 

representativity of the student population must be set, in particular where it is clear that student 

groups are under -represented. 

106. The enrolment targets per programme must be consulted, but ultimately the DHET approves of 
the programmes and enrolments that are subject to formula funding. The process may involve 

reprioritising the emphasis placed on private services. For example, the need to increase the 
utilisation of college infrastructure for the offering of nationally approved TVET programmes may 

require a college to reduce private training. Planning in this regard should occur with care, taking 
cognisance of contracts between the college and private clients. 

Reporting requirements 

107. In terms of section 25 (3) of the CET Act, public TVET Colleges are required to produce annual 
financial reports, and to comply with any reasonable additional reporting requirement established 

by the Minister. Moreover, section 42 of the Act requires the Director -General of the DHET to 
produce an annual report on the quality of Technical and Vocational Education and Training in 

the country. This would include both Public and Private TVET Colleges which have been 
respectively declared or registered in terms of' Act 16 of 2006. The DH ET must ensure that the 

core national set ofservice delivery indicators and reporting requirements developed with National 
Treasury in terms of the Public Finance Management Act, and partly applicable to the TVET 
College sector, are applied at the college level in order to advance an integrated quality monitoring 

system embracing financial and non -financial data. 

The annual cycle and medium -term of public resourcing 

108. The following paragraphs establish the reporting and planning obligations of the DHET and TVET 
Colleges in terms of the annual cycle. 

109. By the last day of September of each year, final annual reports of TVET Colleges must be 
submitted to the DHET. These reports, which are referred to in section 25 (3) of the CET Act, 
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must include audited financial statements and any additional information required by the Minister 
in terms of the Act. 

110. By 31 March of each year, the DHET must release agreed upon national targets and priorities 
relating to number of students and types of training required in future years, in terms of paragraph 

88. This step may involve the confirmation of targets set in previous years, as opposed to the 
setting of new targets. 

111. By 30 April of each year, DHET and TVET Colleges must have begun the annual[annual] 
Medium -term DHEST -college planning process, described elsewhere in this policy. This process 

always begins with a review of past trends, in particular as regards formula funding, enrolments, 
representativity and capital investments. 

112. By 31 July of each year, the DHET must have finalised the funding rate applicable for the next 
college year, as described in paragraph 86. Moreover, funding weights and the assumed fee levels 

for new programmes, if any, on the register of nationally approved TVET College programmes 
should be confirmed by this date. 

113. Also by 31 July of each year, means test data collected during the current year on the socio- 
economic status of students must have been processed by the DHET to determine the bursary 

needs for each college. 

114. By 31 October of each year, the [annual] medium -term DHET -college planning process must 
have been completed. By this date, medium to long term strategic plans of colleges, which must 

include the formula funding grids for the following three years, agreed to in accordance with 
paragraph 107 must be submitted to the DHET by colleges. 

115. By 30 November of each year, the DHET must provide colleges with a schedule of payments to 
be made to colleges for services to be rendered [during the following college year] in the 

medium -term. This schedule must agree with the budgets and plans applicable to the [following 
year] medium -term. Payments to colleges should occur in line with this schedule, except where 

corrective measures such as clawback must The schedule must be compiled based on the dse of 
the Quartely tranches of payment of academic year. The first tranche must not exceed 50% due to 

TVET Colleges and payable in the first month of the financial year. The last [second] tranche 
must be paid not later than December [October] in the same financial year. Any correction or 

adjustments such as clawback must be made from the second last two tranches at this time. Any 
clawback action must be made after due consultation with the affected college. 

116. The DHET must transfer unspent personnel funds back to colleges on or before the 31 March of 
the Government financial year concerned. 

a) In terms of the CET Act, the staff of public colleges consists of persons appointed by the Minister 
in posts that the Minister establishes for the respective colleges and council established posts. The 

Minister is required to remunerate staff appointed by the Minister from funds allocated to the 
respective colleges in accordance with these norms and standards. 

b) In terms of Section 22 of the CET Act, the Minister must from money appropriated for this purpose 
by Parliament fund public colleges on a fair, equitable and transparent basis and the Minister may, 

subject to the norms and standards, impose any condition in respect of an allocation of funding and 
different conditions in respect of different public colleges, different further education and training 
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programmes or different allocations, if there is a reasonable basis for such differentiation. Also 
subject to the requirements in these minimum norms and standards, the Minister must determine 

further appropriate measures for the redress of past inequalities. 

c) In terms of Section 24 of the CET Act, the funds of a public college consist of funds allocated by 

the state and other sources of funding, such as donations or contributions received, money raised 

by the college, money raised by loans, subject to Ministerial approval, income from investment, 

income from services rendered, student fees, student and employee accommodation and any other 

source. 

d) In terms of Section 25 of the CET Act, the public college must, keep complete accounting records 
of all assets, liabilities, income and expenses and any other financial transactions, adhere to 

standards not inferior to the requirements of the Public Finance Management Act. 

e) In terms of Section 26 of the CET Act, if the management staff (or council) of a public college fails 

to comply with any provision of this Act under which an allocation from money appropriated by 

Parliament is paid to the college, or with any condition subject to which any allocation is paid to 
the public college, the Minister may call upon the management staff (or council) to comply with 
the provision or condition within a specified period. If the management staff (or council) thereafter 

fails to comply with the provision or condition timeously, the Minister may withhold payment of 
any portion of any allocation appropriated by Parliament in respect of the public college concerned. 

117. The Department will retain funds, annually, from the subsidy allocation to public TVET Colleges, 

in order to remunerate the employees in posts established by the Minister for the TVET Colleges. 

The portion of the subsidy allocation to be retained by DHEST will be set at 65% [63 %1 of the 

FULL cost of the funded programmes or as determined by the Post Provision Norms.The full 

cost of the funded programmes consists of 80% of government subsidy allocation and 20% of 
assumed college fee level as explained in paragraph 13. 

Where these funds have not been fully expended, the DHET will transfer these unexpended funds 

back to the college concerned on quarterly basis ]condition that: 

(a) these funds will also be utilised in the calculation of the clawback mechanism 
outlined in paragraph 103, if any; 

(b) the funds will be utilised by the college for non -remuneration staff costs such as 
staff development, within a staff development plan recommended collectively by 

staff to the Academic Board for recommendation to the Council of the TVET 
College concerned and finally approved by the Director -General of DHET; 

(c) subject to a motivated application from the TVET College, to defray 
remuneration of staff where such staff would have been remunerated by the 

DHET in the financial year concerned, or 

(d) subject to any conditions that may be determined by DHET policy on utilisation 
of such funds, if such policy is determined.] 

118. In terms of the CET Act, the Minister must, on an annual basis, provide sufficient information to 
public colleges regarding the funding referred to in paragraph b) to enable the colleges to prepare 

their budgets for the next financial year. 
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Academic performance 

119. A student may be funded for a maximum of n +2 [two years] by the state at [the same NQF 
Level in] a nationally approved qualification for NC(V) and n +1 for trimester and semester 

programmes unless a motivation by the college is made by means of a special request to the 
DHET for an extension for funding. A student therefore be expected to pay the full programme 

cost if no logger funded by the 80% portion by the state. 

I. TRANSITION TO THE NEW SYSTEM 

120. The transition from the various outgoing systems, some national, and some specific to individual 
provinces or even colleges, to the new system established by this policy, implies a number of key 

challenges, and possible solutions. A successful transition depends on a solid understanding of 
recent trends and practices, and the building of a common understanding of and commitment to 

the new system. 

The transition challenges and solutions 

121. [Historically, staffing at public TVET Colleges has involved the attaching of large post 
establishments to colleges. These post establishments have been prescriptive with respect to 

the mix of employee types. They severely limit the ability of colleges to respond to changing 
demands in the training market, and hence to generate the quantity and type of skills needed 

by the country's youths and adults. This funding policy envisages a situation in which the 
staffing of colleges occurs within the ambit of the formula funding of programmes described 

in this policy. This goal must be realised in stages, however, partly through careful 
negotiation with the relevant employee organisations. Given that the college sector is an 
expanding one, and given that the new service delivery system brings with it exciting 

opportunities for college staff, a collaborative partnership approach between the employer 
and the employee is envisaged. Specifically, it is envisaged that as a first step, the monetary 

value of the existing post establishments will be brought in line with the formula funding of 
programmes. By means of careful analysis of existing employment modalities and 

negotiation with relevant stakeholders, and guided by the need to address the skills needs of 
the country, the DHET will assume a leadership role in dealing with this challenge.] 

122. Average spending on each full -time equivalent student, as well as the breakdown of spending 
across the three economic categories referred to in paragraph 86, varies greatly from college to 

college. The same applies to fees charged, and the way in which private and public funding is 
combined. Much of the variation is related to the fact that spending is inadequate in some colleges, 

and inefficient and excessive in some other colleges. Inadequate spending is associated with poor 
quality training, but even colleges with high spending levels are, in some cases, delivering a 
service below an acceptable level. The challenge is to bring spending in colleges in line with what 

it actually costs to delivery a quality service. Changes in spending levels that are too abrupt can 
result in instability in the sector, and an inability to spend new funds efficiently. It is thus important 

that the normalisation of spending levels should occur gradually, yet as rapidly as circumstances 
permit. It is envisaged that the per spending levels implied by the formula funding of programmes 

will be made clear from the outset, but that the convergence of historical spending patterns with 
the new spending patterns will take some years. During the transitional period, then, certain 

colleges may on average spend more or less per full -time equivalent student than what is implied 
by the new policy. The DHET will develop and manage plans that will align the system with the 

funding norms of this policy. Moreover, there will be engagement with Treasury by the DHET 
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Appendix B Indicative cost per year for ecial Needs Education for NC(V) and Report 

191 (NATED) programmes for the 2017 to 2019 MTEF 

Category 

Code 

Category of Special Needs Education 

(SNE) 

Rating MTEF SNE Cost per year 
additional to the Programme 

Cost 

2017 2018 2019 

CPIX 1.059 1.056 

NC(V) pro grammes 

3 Physical Disability 2.5 22 690 24 029 25 375 

Behavioural /conduct disorder 
(including severe behavioural 
problems) 

2.5 

Mild to moderate intellectual 
disability 2.5 

Specific learning disability 2.5 

Attention deficit disorder 
with/without 2.5 

2 Cerebral Palsy 4 36 305 38 447 40 600 

Autistic spectrum disorders 4 

Psychiatric disorder 4 

Epilepsy 4 

1 Blindness 5 45 381 48 058 50 750 

Deafness 5 

Deaf -blindness 5 

Partial sightedness /Low Vision 5 

48 
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Hard of hearing 5 

Report 191 (NATE D) programm es 

3 Physical Disability 2.5 15 993 16 937 17 886 

Behavioural /conduct disorder 
(including severe behavioural 
problems) 

2.5 

Mild to moderate intellectual 
disability 2.5 

Specific learning disability 2.5 

Attention deficit disorder 
with /without 2.5 

2 Cerebral Palsy 4 25 589 27 099 28 617 

Autistic spectrum disorders 4 

Psychiatric disorder 4 

Epilepsy 4 

1 Blindness 5 31 987 33 874 35 771 

Deafness 5 

Deaf -blindness 5 

Partial sightedness /Low Vision 5 

Hard of hearing 5 

Note: Rating 5 is 80% of average programme cost as handicap is severe and requires an additional 
staff member. 
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Appendix C -Costing Techniques to be considered for cost modelling purposes. 

COSTING TECHNIQUES 

There are basically two costing techniques, i.e.: 

i. Full costing, where all the overheads are allocated to the units of production and Activity 
Based Costing falls under this category; and 

ii. Variable costing, where the costs are split between the fixed costs (i.e. remain the same 
irrespective of the units of production) and the variable costs (i.e. change as the units of 
production changes). There are variations and things like stepped costs are also addressed 

under this technique. 

The following are regarded as the actual cost drivers in colleges: 
Irrespective of enrolment, a central office will have, inter alia, the following expenses: (a) 

management personnel and the staff that populate the organograms of their departments; 
(b) rates and taxes; (c) water and electricity; (d) maintenance; etc. 

Irrespective of enrolment, each campus will have, inter alia, the following expenses: (al 
campus management and the general support staff to administer the campus; (b) rates 

and taxes; (c) water and electricity; (d) repairs and maintenance; (e) security; etc. (some 
expenses may be partially variable). 

Irrespective of enrolment, each course year offered it will have, inter alia, the following costs: 
(a) academic management; (b) support and lecturing staff salaries, and staff development 

costs; (c) course development cost; (d) water and electricity; (e) repairs and maintenance; 
etc. 

Other costs such as the fuel component travelling costs may be influenced by how mana 
campuses there are and how far apart they are, although management style may also affect 

this. 
Variable costs per student would typically only be, inter alia, the following: (a) study 

materials for students; (b) printing costs; (cl exam costs; etc. 

Based on the principles illustrated above, using of FTE student numbers as a prediction of total 
costs for colleges is not likely to provide predictable and accurate results if the enrolment figures 

are not exactly, or very close to that used in calculating the cost per FTE. 

It is recommended therefore, that the funding formula be replaced by a variable costing models 
with cost centers being grouped according to what drives the cost. For example, funding could be 

determined as follows: 

i. A college is funded X amount for having a head office; 
ii. A college is funded X amount for campus management and fixed costs, per campus; 

iii. A college is funded X amount for each course it presents (costs may differ between 
study years); 

iv. Certain activities e.g. travelling is funded on the number of sites and distances 
between them 

50 
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v. Variable costs per student enrolled are funded, per student enrolled. 

Cost reduction strategies could be modelled, e.g. that a campus manager, or facilities manager, 
could be responsible for more than one site to reduce the more expensive manager salaries. 

The above method of funding could also be used as an effective method to reduce financial 
leakages, e.g. corruption and theft. This would be achieved by only funding the activities at 

market related prices and Quantities / activity levels and there would therefore be less money 
available for financial leakages. 

Another benefit would be that the cost structure of colleges that are struggling financially could 
be compared to the variable costing model, which will indicate what they need to do to change 

their cost structure to come out with their funding. 
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