The vision of the Clothing and Textiles Competitiveness Programme (CTCP) Desk is to be the
primary provider of incentives that support the regeneration of the South African clothing,
textile, footwear, leather- and leather-goods-manufacturing industries (“the sector”).

The primary objective of the CTCP Desk is to provide concessionary funding to the sector to
assist entities operating in the sector to develop world-class manufacturing principles and
capabilities (Just in Time production, Total Quality Management and Continuous Improvement
Processes), which will offer substantial opportunities for local manufacturers to reclaim domestic
market share in the long-term through increased operational capabilities and efficiencies.
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CTCP Foreword

MR GARTH STRACHAN
The Clothing and Textiles Competitiveness Programme (CTCP) has been in existence since 2009, and has been responsible for
supporting the Textiles, Clothing, Leather and Footwear sectors. The companies that have participated in this programme have
been able to raise their competitiveness across all economic indicators, even in a difficult economic climate.
The Competitive Improvement Programme is responsible for clusters in the sector. Cluster members have grown their exports. This
underlines the principle that when resources are pooled and there is cooperation and competition among companies, more can
be achieved. Garment exports – directly or through local retailers to the region – have grown, and have been complemented by
footwear exports to the Eurozone region and beyond.
Sustainable jobs have been saved and new jobs are now being created in these sectors. The major retailers are now working with
local manufacturers individually or as clusters in order to take advantage of the global competitiveness of domestic companies
where quick response, reliability, good quality, on-time and in-full delivery, and manufacturing flexibility are practised, and where
production lines can be changed to fit retail requirements at any given time. This has benefited the entire value chain.
The positive outcomes of the CTCP demonstrated the necessity for Government to work closely with the private sector, and for
labour to grow the sector and sustain and create employment and benefit the broader societies.

Mr Garth Strachan
Deputy Director-General
Industrial Development and Policy Development Division
The Department of Trade and Industry (“the dti”)
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Programme Manager’s Review

MR LUCKY TETSA

Since its inception, the Clothing and Textiles Competitiveness
Programme (CTCP) has approved over R5,8 billion in
the clothing, textile, footwear, leather and leather goods
industries, with over 81 000 jobs saved and 9 600 additional
jobs created within the sector. Similarly, for the same period,
approximately R4.8 billion was injected into the sector. The
previous marketing efforts have increased the footprint
throughout the country. The programme approved about 300
applications in the current financial year, bringing the total
portfolio to about 500 beneficaries.
The Desk is continually seeking to improve the working
relationship with all stakeholders, including fund beneficiaries,
business and labour, in order to improve service delivery
and subsequently assessing the impact of the funding to
the Sector. The thrust of the following years will focus on
operational improvements and the impact of the funding.

Appreciation
A special word of thanks to all the CTCP beneficiaries
who have continued to submit their applications on time
and with the required detail, ensuring that the programme
deliverables are met. Thank you to all the team members of
the CTCP Desk that have played a pivotal role in ensuring
the increased efficiencies and continued success of the
programme, for it is due to your hard work, sacrifices and
loyalty that the programme keeps growing stronger and
stronger. I know that I can count on your support and I wish
you well in the year ahead.
Last but not least, heartfelt thanks to each and every member
of the IDC that has played a part in ensuring that the CTCP
continues to be a success.

Included in the Annual Report are examples of successful
interventions that were supported with the assistance of CTCP.

L Tetsa
CTCP Programme Manager:
Development Funds Department

10

CTCP Governance
The CTCP is a programme of the dti administered by the IDC.
The CTCP has a Project Management Committee (PMC) and a Projects Approval Panel (PAP) as its
organisational and governance structures.

Project Management Committee
The Project Management Committee is the highest governance structure, and its function is to:
• Provide strategic direction for the implementation and the policy framework of the CTCP.
• Consider and approve changes to the programme guidelines.
• Consider and approve an appropriate set of rules governing the meeting of the Projects Approval Panel.
The Project Management Committee is made up of five members, as follows:
• Two persons representing the IDC.
• Three persons representing the dti.

Projects Approval Panel
The Projects Approval Panel is responsible for approval of all requests for funding in connection with the CTCP.
The Projects Approval Panel comprises the following members:
• Three persons representing the IDC.
• Two persons representing the dti.
• One independent person.
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CTCP Performance
Competitiveness Improvement Programme (CIP)
As at 31 March 2017:
A total of 61 transactions amounting to R917 462 559.52 have been approved under the CIP. Since inception, there were
6 cancellations totalling R7 512 815. Net approvals as at 31 March 2017 were thus R909 949 744.52. There were 4 transactions
amounting to R106 889 719 on the CIP pipeline as at 31 March 2017.
The total amount transferred by the dti for the CIP was R702 947 000 and an additional R67 598 000 expected for the remainder
of FY2017, R209 800 000 expected for FY2018 and R129 689 000 for FY2019, totalling R1 110 034 000.
Since inception of the CIP, a total of R560 156 520.53 has been disbursed to CIP beneficiaries. This equates to 80% of the funds
received from the dti and 61% of Net approvals.

Production Incentive Programme (PIP)
As at 31 March 2017:
A total of 1 674 applications to the value of R4 947 383 547.64 were approved under the PIP. Since inception, there were
141 applications amounting to R368 203 092.13 on the PIP pipeline, bringing the total number of transactions on the approvals and
pipeline list to 1 815 with a total value of R5 315 639.77.
The total amount transferred by the dti for the PIP was R4 623 593 000.
Since inception of the PIP, a total of R3 936 792 228.70 has been disbursed to PIP beneficiaries. This equates to 85% of the funds
received from the dti and 80% of approvals.
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Summary of Approvals
CIP Approvals
Table 1:
Summary of the CIP Portfolio
Cluster Type

Grant amount approved

Number of
applications

Number
of clients

SME clients

Number of
applications
approved

Individual

25 041 896.32

22

20

7

22

National

321 512 105

7

4

1

4

Ordinary

343 215 207

44

14

4

30

Subnational

227 693 351.20

6

4

2

5

Total

917 462 559 52

79

42

14

61

Number of
applications
declined

Number
of applications
pending
2

7

7
1

7
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As at 31 March 2017, a total of 61 applications to the value of R917 462 559 52 were approved, with 42 beneficiaries. Of the 42 clients
approved, 20 are individual entity applications, 4 are national clusters, 14 are ordinary clusters and 4 are sub-national clusters.

Table 2:
CIP Approvals vs Budget Allocations (in Rands)
Budget Year

Previous Budget
Allocation

FY2008/9

29 000 000

FY2009/10

34 000 000

Re-allocation of 10%
of PIP
+ Other

Total
Annual CIP
Budget

Cummulative
CIP Budget
since
inception

Value of
approvals

-

29 000 000

29 000 000

-

34 000 000

63 000 000

27 513 364

27 513 364

Cummulative
CIP Budget since
inception

-

-

Available funds since
inception

29 000 000
35 486 636

FY2010/11

34 000 000

-

34 000 000

97 000 000

72 602 061

100 115 425

(3 115 425)

FY2011/12

39 000 000

-

39 000 000

136 000 000

132 695 270

232 810 695

(96 810 695)

FY2012/13

39 000 000

39 000 000

175 000 000

139 647 449

372 458 144

(197 458 144)

FY2013/14

40 000 000

95 825 000

135 825 000

310 825 000

336 689 641

709 147 785

(398 322 785)

FY2014/15

64 500 000

80 374 000

144 874 000

455 699 000

151 536 513

860 684 298

(404 985 298)

FY2015/16

50 000 000

122 248 000

172 248 000

627 947 000

-

860 684 298

(232 737 298)

142 598 000

142 598 000

770 545 000

-

441 045 000

770 545 000

770 545 000

917 462 560

(146 917 560)

FY2016/17
Totals

329 500 000

-

917 462 560

The total budget allocation for the period 1 April 2008 to 31 March 2017 is R770 545 000 against approvals of R917 462 559.52. This leaves
a shortfall of R146 917 559.52 for the period ending 31 March 2017. The dti has already transferred R75 000 000 of the FY2016/17 CIP
allocation to the IDC, and the remaining R67 598 000 is expected to be received by the IDC, when required. The total cash received since
inception from the dti as at 31 March 2017 is thus R702 947 000.
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CIP Disbursements
Table 3:
CIP Disbursements vs Approvals & Budget
Disbursements
since inception

Total
approvals
since
inception

Disbursements
as a % of total
approvals

No. of clients

40

42

95%

Value (Rand)

560 156 521

917 462 560

61%

Average
Value/
transaction
(Rand)

14 003 913

21 844 347

Total budget
allocation
from
inception
until
31/03/2019

Disbursements
as a % of
total budget
allocation
since inception
31/03/2019

Total funds
recieved
from dti

Disbursements as
a % of total funds
recieved from the
dti

1 110 034 000

50%

702 947 000

80%

Out of the 42 approvals amounting to R917 462 560 above, disbursements totalling R560 156 521 were made to 40 beneficiaries
from the CIP during the period 1 April 2009 to 31 March 2017. This implies that 95% of the beneficiaries have received funding
thus far, with 61% of the approved value having been disbursed to clients. It should be noted that CIP Disbursements take place
over an average period of five years from date of approval. However, 80% of the funds received from the dti have been disbursed
so far and this indicates a very good uptake of funds.

CIP Projects Pipeline
Table 4:
CIP Pipeline as at 31 March 2017
Total pipeline as at Approvals
31 March 2017
since
inception

Total
approvals
plus pipeline

No. of
transactions

4

42

46

Value (Rand)

106 889 719

917 462 560

1 024 352 279

Total budget
allocation from
inception until
31/03/2019

Budget variance

Approvals & pipeline
as a % of budget
allocation

1 110 034 000

85 681 721

92%

There were 4 applications with a total value of R106 889 719 on the CIP pipeline as at 31 March 2017. The total
value of approvals and pipeline transactions was R1 024 352 279, translating to 92% of the total budget allocation
until 31 March 2019. In this regard, there will still be funs available for the benefit of new applicants in future.
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Summary of approvals
PIP Approvals
Table 1:
PIP Approvals

Value (Rand)

Period ending
31/03/2017

Total since
inception

Total budget allocation
since inception

Approvals since inception as a %
of budget allocation

392 938 088

4 947 383 548

4 855 430 000

102%

2 955 426

Average Value
of Transaction
(Rand)

A total of 1 674 transactions amounting to R4 947 383 548 have been approved under the PIP since inception. This equates
to 102% of the total budget allocation until 31 March 2017.

Table 2:
PIP Approvals vs Budget Allocation as at 31 March 2017
Budget Year

Number of
Applications

Number of
transactions
approved

Value of
approvals

Budget
allocation

Budget variance
or available
funds

% Budget variance

2010 to 11

210

200

635 231 118

400 000 000

(235 231 118)

-58,81%

2011 to 12

242

228

577 790 956

600 000 000

22 209 044

3,70%

2012 to 13

254

235

599 531 286

750 000 000

150 468 714

20,06%

2013 to 14

296

270

763 090 162

662 425 000

(100 665 162)

-15,20%

2014 to 15

299

275

816 442 150

723 370 000

(93 072 150)

-12,87%

2015 to 16

316

292

899 238 180

818 643 000

(80 595 180)

-9,85%

2016 to 17

312

173

656 059 697

900 992 000

244 932 303

27,18%

Totals

1 929

1 674

4 947 383 548

4 855 430 000

(91 953 548)

(1.9%)

An additional 114 transactions amounting to R392 938 088 were approved during the fourth quarter of FY2017 that ended
31 March 2017 under the PIP. The dti transferred an amount of R113 742 000 during this quarter to the IDC.
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PIP Disbursements
Table 3:
PIP Disbursements vs Approvals and Budget as at 31 March 2017

Value
(Rand)

Total
disbursements as
at 31 March 2017

Approvals
since
inception

Disbursements
as a % of total
approvals since
inception

Total budget
allocation
since
inception

Disbursements
as a % of total
budget allocation

Total actual
funds
transferred
to date

Disbursements
as a % of total
transfers since
inception

3 936 792 229

4 947 383 548

80%

4 855 430 000

81%

4 623 593 000

85%

The value of funds disbursed translates to 80% of approvals and 85% of actual cash transfers received from the dti. The total
value of disbursements since inception equates to 81% of the total budget allocation for the seven years ending 31 March 2017.

PIP Projects Pipeline
Table 4:
PIP Pipeline as at 31 March 2017
Total pipeline
since inception

Total
approvals
since
inception

Total
approvals
plus pipeline

No. of
transactions

141

1 674

1 815

Value (Rand)

368 203 092

4 947 383 548

5 315 586 640

Budget
allocation
since
inception

Budget variance

Approvals & pipeline as a
% of budget allocation

4 855 430 000

(460 156 640)

109%

There were 141 applications with a total value of R368 203 092 on the PIP pipeline as at 31 March 2017. The total value of
approvals and pipeline transactions was R5 315 586 640, translating to 109% of the total budget allocation for the period of
implementation of the PIP.
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Marketing
During FY2016/17, the CTCP Desk attended the following events, among others:
Various Textiles and Clothing Development Council (now SATAC) workshops
Footwear and Leather Industry Cluster (National Cluster) Founding Meeting
Fast Track Regional Footwear Cluster AGM.
There was no proactive marketing of the CTCP, as the applications received exceeded the available funding.
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Human Resources
CTCP Desk – Organogram

Head: DFD

Programme Manager

Two Pre-Investments
Senior Account Managers

Six Pre-Investments
Account Managers

Two Post-Investments
Account Managers
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Two Fund Administrators
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CTCP DESK MEMBERS
MANAGEMENT

MR JOY BALEPILE

MR LUCKY TETSA

PROGRAMME MANAGER
ENDED 31 MARCH 2017

PROGRAMME MANAGER
JOINED 1 APRIL 2017

POST-INVESTMENT

ADMIN

MS GILLIAN VENTER

MS ZANDILE NYANGANE

MS PHEMELO KOLOTI

MR MAKWENG NKOANA

MS NADIA CHRISTIANSEN

ADMINISTRATOR

ADMINISTRATOR

ACCOUNT MANAGER

ACCOUNT MANAGER

ACCOUNT MANAGER
JOINED 1 APRIL 2017

PRE-INVESTMENT

MS EUKERIA CHIWARA

MR GAVIN SMITH

MR NDUMA MALULEKA

MR KAGISO MATSWALELA

SENIOR ACCOUNT MANAGER

SENIOR ACCOUNT MANAGER

ACCOUNT MANAGER

ACCOUNT MANAGER

MR PATRICK MATLHOLA

MR KHOTHATSO KHOAPA

MR NTSIKI LUKOPE

MS SIZAKELE KHUMALO

ACCOUNT MANAGER

ACCOUNT MANAGER

ACCOUNT MANAGER

ACCOUNT MANAGER
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PROJECTS APPROVAL PANEL (PAP) MEMBERS

MR WILLIAM SMITH

MS DINEO SKWAMBANE

MS CHRISTINE ENGELBRECHT

CHAIRPERSON
IDC

ALTERNATE CHAIRPERSON
IDC

IDC

MS ELAINE SMITH

PROF. IMRAAN VALODIA

the dti

MR JAYWANT IRKHEDE

INDEPENDENT

the dti

MR DAWID VAN WYK
IDC

PROJECTS MANAGEMENT COMMITTEE (PMC MEMBERS)

MR ABISHA TEMBO

MS ELAINE SMITH

MR MARK GOLIATH

CHAIRPERSON

the dti

IDC

the dti
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MR JAYWANT IRKHEDE
the dti

MS CHRISTINE ENGELBRECHT
IDC
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CIP ADMINISTRATOR’S RESPONSIBILITY STATEMENT

The Administrator is responsible for the preparation and fair presentation of the Annual Financial Statements of the Competitiveness
Improvement Programme (CIP), comprising the Statement of Financial Position at 31 March 2017, the Statement of Comprehensive
Income, changes in funds and cash flows for the year then ended, as well as the Notes to the Financial Statements which include
a summary of significant accounting policies and other explanatory notes, in accordance with International Financial Reporting
Standards. In addition, the Administrator is responsible for preparing the Administrator’s Report.
The Administrator is also responsible for such internal control as the Administrator deems necessary to enable the preparation
of Financial Statements that are free from material misstatement, whether due to fraud or error, and for maintaining adequate
accounting records and an effective system of risk management.
The Administrator has made an assessment of the ability of the Fund to continue as a going concern and has no reason to believe
that the Fund will not be a going concern in the year ahead.
The Auditor is responsible for reporting on whether the Annual Financial Statements are fairly presented in accordance with the
applicable financial reporting framework.

Approval of Annual Financial Statements
The Annual Financial Statements of the Competitiveness Improvement Programme (CIP), as identified in the first paragraph, were
approved by the Fund Administrator on 10 October 2017 and signed by:

___________________				
Christine Engelbrecht

___________________
Lucky Tetsa

Head: Development Funds Department

Programme Manager: Development Funds Department

29

CIP FUND ADMINISTRATOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017
Background
The Competitiveness Improvement Programme (CIP) forms part of the overall Clothing and Textile Competitiveness
Programme (CTCP). The CTCP is a programme of the Department of Trade and Industry (“the dti”) to stabilise employment
and to improve overall competitiveness in the clothing, textiles, footwear, leather- and leather-goods-manufacturing
industries. The CTCP is administered by the CTCP Desk at the IDC on behalf of the dti.
The main objective of the CIP is to build capacity in manufacturers and in other areas of the apparel value chain in South Africa
in order to enable them to effectively supply their customers, for example, major retailers, government and niche markets,
both local and international. The programme aims to grow South African-based clothing, textiles, footwear, leather- and
leather-goods-manufacturers to be globally competitive. Competitiveness encompasses issues of cost, quality, flexibility,
reliability, adaptability and the capability in order to innovate. Competitiveness improvement interventions should include
innovative activities on people, products, processes and market development.

Objectives
The main objective of the CTCP is to create a group of globally competitive companies that will ensure a sustainable
environment that in turn retain and grow employment levels.

Performance of the Fund
The Fund balance as at 1 April 2016 amounted to R199 276 473, closing at R150 719 643 at 31 March 2017. A total
of R75 000 000 (2016: R172 248 000) was received into the Fund account over the period under review. Interest
earned on the account was R15 368 674 (2016: R9 542 551). During the period under review, a total of R128 949 858
(2016: R111 341 011) was disbursed to beneficiaries of the CIP.
As at 31 March 2017, the Projects Approval Panel approved 61 (2016: 49) transactions amounting to R917 462 560 (2016:
R712 194 003) under the CIP. Of the 61 (2016: 49) projects approved, 39 (2016: 27) were cluster level applications and the
remaining 22 (2016: 22) were company–level applications.
The above cumulative numbers include approvals made during the years ending 31 March 2010, 31 March 2011, 31 March
2012, 31 March 2013, 31 March 2014, 31 March 2015 and 31 March 2016.
The total commitment as at 31 March 2017 of R357 306 039 exceeds the available funds of R150 719 643 as at 31 March
2017. However, the CIP allocation for the 2017/2018 financial year amounts to R209 800 000 and there are therefore enough
funds to cover the shortfall.
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CIP FUND ADMINISTRATOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017

Financial Results
The financial results of the CIP are set out in the attached Annual Financial Statements.

___________________				
Christine Engelbrecht

___________________
Lucky Tetsa

Head: Development Funds Department

Programme Manager: Development Funds Department
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CIP INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017

Opinion
We have audited the Financial Statements of the Competitiveness Improvement Programme (CIP) (“the Fund”) as set out on pages 7 to 13, which
comprise the Statement of Financial Position as at 31 March 2017, and the Statement of Comprehensive Income, Statement of Changes in Funds and
the Statement of Cash Flows for the year then ended, as well as the Notes to the Financial Statements, including a summary of significant accounting
policies and other explanatory notes.
In our opinion, the Financial Statements present fairly, in all material respects, the financial position of the Competitiveness Improvement Programme
as at 31 March 2017, and its financial performance and cash flows for the year then ended, in accordance with International Financial Reporting
Standards and the requirements of the Companies Act of South Africa.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the Fund in
accordance with the Independent Regulatory Board for Auditors Code of Professional Conduct for Registered Auditors (IR.BA Code) and other
independence requirements applicable to performing audits of financial statements in South Africa. We have fulfilled our other ethical responsibilities
in accordance with the IR.BA Code and in accordance with other ethical requirements applicable to performing audits in South Africa. The IR.BA
Code is consistent with the International Ethics Standards Board for Accountants Code of Ethics for Professional Accountants (Parts A and B). We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information
The directors are responsible for the other information. The other information comprises the Fund Administrator’s report as required by the
Administrator’s Responsibility Statement. The other information does not include the Financial Statements and our Auditor’s Report thereon.
Our opinion on the Financial Statements does not cover the other information and we do not express an audit opinion or any form of assurance
conclusion thereon.
In connection with our audit of the Financial Statements, our responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the Financial Statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.
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CIP INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017

Responsibilities of the Administrator For The Financial Statements
The administrator is responsible for the preparation and fair presentation of the Financial Statements in accordance with International Financial
Reporting Standards, and for such internal control as the administrator determines is necessary to enable the preparation of Financial Statements
that are free from material misstatement, whether due to fraud or error.
In preparing the Financial Statements, the administrator is responsible for assessing the Fund’s ability to continue as a going concern, disclosing, as
applicable, matters related to the going concern and using the going concern basis of accounting unless the directors either intend to liquidate the
company or cease operations, or have no realistic alternative but to do so.
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CIP INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017

Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the Financial Statements as a whole are free from material misstatement, whether
due to fraud or error, and to issue an Auditor’s Report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism throughout the audit. We also:
• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit 		
procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The 		
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the 			
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s internal control.
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by
the administrator.
• Conclude on the appropriateness of the administrator’s use of the going concern basis of accounting and based on the audit 			
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Fund’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our Auditor’s Report to
the related disclosures in the Financial Statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our Auditor’s Report. However, future events or conditions may cause the company to cease
to continue as a going concern.
• Evaluate the overall presentation, structure and content of the Financial Statements, including the disclosures, and whether the Financial 		
Statements represent the underlying transactions and events in a manner that achieves fair presentation.
We communicate with the administrator regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.
KPMG inc.

Per Sipho Malaba
Chartered Accountant (SA)
Registered Auditor
Director
30 November 2017
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CIP STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED 31 MARCH 2017

Note

2017

2016

R

R

ASSETS
CURRENT ASSETS
Funds invested in money market

2

149 744 300

198 240 404

Accounts receivable

3

998 757

1 058 158

150 743 057

199 298 562

150 719 643

199 276 473

23 414

22 089

150 743 057

199 298 562

TOTAL ASSETS
EQUITY AND LIABILITIES
EQUITY
Retained earnings
CURRENT LIABILITIES
Accounts payable
TOTAL EQUITY AND LIABILITIES

4
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CIP STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2017

Note

INCOME

2017

2016

R

R

90 368 674

181 790 551

Funds received from the dti

5

75 000 000

172 248 000

Interest income

6

15 368 674

9 542 551

138 925 504

120 878 661

9 753 703

9 250 963

26 507

24 922

149 265

170 669

128 949 858

111 341 011

EXPENDITURE
Management fees

10

Audit fees
Consultation fees
Grants funding
Marketing costs

46 171

68 899

(48 556 830)

60 911 890

Travel costs
LOSS/(PROFIT) FOR THE YEAR
Other comprehensive income
TOTAL COMPREHENSIVE INCOME FOR THE YEAR
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22 197

(48 556 830)

60 911 890

CIP STATEMENT OF CHANGES IN FUNDS
FOR THE YEAR ENDED 31 MARCH 2017

Note

2017

2016

R

R

Balance at the beginning of the year

199 276 473

138 364 583

Total comprehensive income for the year

(48 556 830)

60 911 890

Balance at the end of the year

150 719 643

199 276 473
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CIP STATEMENT OF CASH FLOWS IN FUNDS
FOR THE YEAR ENDED 31 MARCH 2017

Note

2017

2016

R

R

Operating activities
Loss/(profit) for the year

(48 556 830)

60 911 890

(15 368 674)

(9 542 551)

(63 925 504)

51 369 339

Adjusted for:
Interest income

60 726

(316 379)

(63 864 778)

51 052 960

15 368 674

9 542 551

Net cash flows from operating activities

(48 496 104)

60 595 511

Net movement in cash and cash equivalents

(48 496 104)

60 595 511

Cash and cash equivalents at the beginning of the year

198 240 404

137 644 893

149 744 300

198 240 404

Working capital changes

7

Cash (utilised in)/generated from operations
Interest income

Cash and cash equivalents at the end of the year
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017
1.

ACCOUNTING POLICIES

1.1

STATEMENT OF COMPLIANCE
The Financial Statements have been prepared in accordance with, and comply with, International
Financial Reporting Standards (IFRS) and its interpretations adopted by the International Accounting
Standards Board (IASB).

1.2

BASIS OF PREPARATION
The Financial Statements are presented in South African Rand; which is the Fund’s functional currency.
The Financial Statements are prepared on a historical cost and going-concern basis.

1.3

IMPACT OF STANDARDS, AMENDMENTS AND INTERPRETATIONS TO EXISTING STANDARDS
NOT YET EFFECTIVE AND ALSO NOT EARLY ADOPTED
The standards, interpretations and amendments that are not yet effective have no impact on the Fund.

1.4

INTEREST INCOME
Interest income comprises income on funds invested in money market account balances.
Interest income is recognised in the Statement of Comprehensive Income as it accrues, using the
effective interest method.
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1.5

GOVERNMENT GRANTS RELATED TO INCOME
The Funds received from the Department of Trade and Industry (“the dti”) for the Competitiveness Improvement Programme (CIP)
are recognised through the Statement of comprehensive income as revenue when they are received.

1.6

FINANCIAL INSTRUMENTS
FINANCIAL ASSETS
FUNDS INVESTED IN THE MONEY MARKET
The Fund originally recognises funds invested in the money market on the date that they are originated. Funds invested in the
money market and administered by the Industrial Development Corporation, are classified as non-derivative financial instruments.
Financial assets are initially recognised at fair value plus transaction costs, and are subsequently measured at amortised cost
using the effective interest method, less impairment losses.
The Fund derecognises a financial asset when the contractual rights to the cash flows expire or if the fund transfers the right to
receive the cashflows to the asset in a transaction in which substantially all the risks and rewards of ownership of the assets are
transferred.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017 (CONTINUED)

2017

2016

R

R

2. FUNDS INVESTED IN MONEY MARKET
Funds invested in the money market and administered by the IDC

149 744 300

198 240 404

998 757

1 058 158

23 414

22 089

For the purpose of the Statement of Cash Flows, cash and cash equivalents comprise
the Fund’s balance invested in the money market.

3. ACCOUNTS RECEIVABLE
Interest owing by financial institutions on money market investments

4. ACCOUNTS PAYABLE
Provision for audit fees
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2017

2016

R

R

5. FUNDS RECEIVED FROM THE DTI
The monies received from the dti for the CIP are treated as revenue and are
recognised in the Statement of Comprehensive Income

75 000 000

172 248 000

15 368 673

9 542 551

Working capital changes

60 726

(316 379)

Decrease in accounts receivable

59 401

(317 431)

1 325

1 052

6. INTEREST INCOME
Income from funds invested in the money market on call and administered by the IDC

7. WORKING CAPITAL CHANGES

Increase in accounts payable
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017 (CONTINUED)

2017

2016

R

R

8. CASH AND CASH EQUIVALENTS
For the purpose of the Statement of Cash Flows, cash and cash equivalents comprise
the Fund’s balance invested in the money market instruments.

149 744 300

198 240 404

357 306 039

287 487 590

9. COMMITMENTS
Commitments in respect of grants approved by the committee but not yet drawn-down
by recipients
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10. RELATED PARTIES
Holding company:

Department of Trade and Industry

Fund administrator:

Industrial Development Corporation of South Africa Limited

2017

2016

R

R

Related party transactions

Grant funding received from
Department of Trade and Industry

75 000 000

172 248 000

9 753 703

9 250 963

149 744 300

198 240 404

Management fees paid to
Industrial Development Corporation of South Africa Limited

Related party balances
Money market on call
Administered by the Industrial Development Corporation of South Africa Limited
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PIP ADMINISTRATOR’S RESPONSIBILITY STATEMENT
The Administrator is responsible for the preparation and fair presentation of the Annual Financial Statements of the Production
Incentive Programme (PIP), comprising the Statement of Financial Position at 31 March 2017, the Statements of Comprehensive
Income, changes in funds and cash flows for the year then ended, and the Notes to the Financial Statements which include a summary
of significant accounting policies and other explanatory notes, in accordance with International Financial Reporting Standards.
In addition, the Administrator is responsible for preparing the Administrator’s report.
The Administrator is also responsible for such internal control as the Administrator determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error, and for maintaining adequate accounting
records and an effective system of risk management.
The Administrator has made an assessment of the ability of the Fund to continue as a going concern and has no reason to believe
that the Fund will not be a going concern in the year ahead.
The Auditor is responsible for reporting on whether the Annual Financial Statements are fairly presented in accordance with the
applicable financial reporting framework.

Approval of Annual Financial Statements
The Annual Financial Statements of the Production Incentive Programme (PIP), as identified in the first paragraph, were approved by
the Fund administrator on 10 October 2017 and signed by:

___________________				
C Engelbrecht				

___________________
Lucky Tetsa

Head: Development Funds Department			

Programme Manager: Development Funds Department
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PIP FUND ADMINISTRATOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017
Background
The Production Incentive Programme (PIP) forms part of the overall Clothing and Textiles Competitiveness Programme (CTCP). The CTCP
is a programme of the Department of Trade and Industry (“the dti”) to stabilise employment and to improve overall competitiveness in
the clothing, textiles, footwear, leather- and leather-goods-manufacturing industries. The CTCP is administered by the CTCP Desk at the
IDC on behalf of the dti.
The PIP is aimed at structurally changing the clothing, textiles, footwear, leather- and leather-goods-manufacturing industries by providing
funding assistance to invest in competitiveness improvement interventions. The purpose of the incentive programme is to build capacity
in manufacturers and in other areas of the apparel value chain in South Africa in order to effectively supply their customers, for example,
major retailers, government and niche markets, both local and international. The programme aims to grow South African-based clothing,
textiles, footwear, leather- and leather-goods-manufacturers to be globally competitive. Such competitiveness encompasses issues of
cost, quality, flexibility, reliability, adaptability and the capability to innovate. These interventions will include activities on equipment,
people, products, processes and market development.

Objectives
The main objective with the CTCP is to create a group of globally competitive companies that would ensure a sustainable environment
that will retain and grow employment levels.

Performance of the Fund
The Fund balance as at 1 April 2016 amounted to R967 432 054, closing at R804 580 625 as at 31 March 2017. A total of
R669 155 000 (2016: R818 643 000) was received into the Fund account over the period under review. Interest earned on the account
was R67 886 414 (2016: R52 651 916). During the period under review, a total of R869 050 700 (2016: R761 398 854) was disbursed
to beneficiaries of the PIP.
A total of 277 (2016: 321) transactions amounting to R903 309 781 (2016: R988 993 601) were approved by the Projects Approval Panel
of the CTCP as at 31 March 2017.
The total commitment of R1 010 591 319 as at 31 March 2017 exceeds the available funds of R804 580 625 as at 31 March 2017.
The PIP allocation for the 2017/2018 financial year amounts to R498 824 000 and there are therefore enough funds to cover the shortfall.
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PIP FUND ADMINISTRATOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017 (CONTINUED)

Financial Results
The financial results of the PIP are set out in the attached Annual Financial Statements.

__________________
C Engelbrecht					

__________________
Lucky Tetsa

Head: Development Funds Department

Programme Manager: Development Funds Department

Date: 10 October 2017
To the Administrator of the Production Incentive Programme (PIP)
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PIP INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017 (CONTINUED)

Opinion
We have audited the Financial Statements of the Product Incentive Programme (PIP) (“the Fund”) as set out on pages 7 to 13 which comprise the
Statement of Financial Position as at 31 March 2017, and the Statement of Comprehensive Income, Statement of Changes in Funds and Statement
of Cash Flows for the year then ended, and Notes to the Financial Statements, including a summary of significant accounting policies and other
explanatory notes.
In our opinion, the Financial Statements present fairly, in all material respects, the financial position of the Product Incentive Programme as at
31 March 2017, and its financial performance and cash flows for the year then ended in accordance with International Financial Reporting Standards
and the requirements of the Companies Act of South Africa.

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the Fund in
accordance with the Independent Regulatory Board for Auditors Code of Professional Conduct for Registered Auditors (IRBA Code) and other
independence requirements applicable to performing audits of financial statements in South Africa. We have fulfilled our other ethical responsibilities
in accordance with the IRBA Code and in accordance with other ethical requirements applicable to performing audits in South Africa. The IRBA Code
is consistent with the International Ethics Standards Board for Accountants Code of Ethics for Professional Accountants (Parts A and B). We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information
The directors are responsible for the other information. The .other information comprises the Fund Administrator’s report as required by the
Administrator’s responsibility statement. The other information does not include the Financial Statements and our Auditor’s Report thereon.
In connection with our audit of the Financial Statements, our responsibility is to read the other information and, in doing so, consider whether the
other information is materially inconsistent with the Financial Statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.
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PIP INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017

Responsibilities of the Administrator For the Financial Statements
The administrator is responsible for the preparation and fair presentation of the Financial Statements in accordance with International Financial
Reporting Standards, and for such internal control as the administrator determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.
In preparing the Financial Statements, the administrator is responsible for assessing the Fund’s ability to continue as a going concern, disclosing,
as applicable, matters related to the going concern and using the going concern basis of accounting, unless the directors either intend to liquidate
the company or to cease operations, or have no realistic alternative but to do so.
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PIP INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 31 MARCH 2017

Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the Financial Statements as a whole are free from material misstatement, whether
due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism throughout the audit. We also:
• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the company’s internal control.
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by
the administrator.
• Conclude on the appropriateness of the administrator’s use of the going concern basis of accounting and based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Fund’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our Auditor’s Report to
the related disclosures in the Financial Statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our Auditor’s Report. However, future events or conditions may cause the company to cease
to continue as a going concern.
• Evaluate the overall presentation, structure and content of the Financial Statements, including the disclosures, and whether the Financial
Statements represent the underlying transactions and events in a manner that achieves fair presentation.
We communicate with the administrator regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.
KPMG inc.

Per Sipho Malaba
Chartered Accountant (SA)
Registered Auditor
Director
22 November 2017
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PIP STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED 31 MARCH 2017

Note

2017

2016

R

R

ASSETS
CURRENT ASSETS
Funds invested in money market

2

799 465 843

961 808 115

Accounts receivable

3

5 139 706

5 647 453

804 605 549

967 455 568

804 605 549

199 276 473

24 924

23 514

804 605 549

967 455 568

Total assets
EQUITY AND LIABILITIES
EQUITY
Retained earnings
CURRENT LIABILITIES
Accounts payable
TOTAL EQUITY AND LIABILITIES

4
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PIP STATEMENT OF COMPREHENSIVE INCOME

Note

INCOME

2017

2016

R

R

737 041 414

871 294 916

Funds received from the dti

5

669 155 000

818 643 000

Interest income

6

67 886 414

52 651 916

899 892 843

120 878 661

EXPENDITURE
Management fees

10

30 813 926
28 217

Audit fees
Grants funding
Loss/(Profit) for the year
Other comprehensive income
TOTAL COMPREHENSIVE INCOME FOR THE YEAR
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128 949 858
(162 851 429)
(162 851 429)

9 250 963
24 922
128 949 858
80 606 542
80 606 542

PIP STATEMENT OF CHANGES IN FUNDS
FOR THE YEAR ENDED 31 MARCH 2017
Note

Balance at the beginning of the year
Total comprehensive income for the year
Balance at the end of the year

2017

2016

R

R

967 432 054

886 825 512

(162 851 429)

80 606 542

804 580 625

967 432 054
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PIP STATEMENT OF CASH FLOWS IN FUNDS
FOR THE YEAR ENDED 31 MARCH 2017
Note

2017

2016

R

R

Operating activities
Loss/(profit) for the year

162 851 429

80 606 542

(67 886 414)

(52 651 916)

(230 73 843)

27 954 626

Adjusted for:
Interest income

509 157

(981 932)

(230 228 686)

26 972 694

67 886 414

52 651 916

Net cash flows from operating activities

(162 342 272)

79 624 610

Net movement in cash and cash equivalents

(162 342 272)

79 624 610

961 808 115

882 183 505

799 465 843

961 808 115

Working capital changes

7

Cash (utilised in)/generated from operations
Interest income

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017

1.

ACCOUNTING POLICIES

1.1

STATEMENT OF COMPLIANCE
The Financial Statements have been prepared in accordance with, and comply with, International
Financial Reporting Standards (IFRS) and its interpretations adopted by the International Accounting
Standards Board (IASB).

1.2

BASIS OF PREPARATION
The Financial Statements are presented in South African Rand, which is the Fund’s functional currency.
The Financial Statements are prepared on a historical cost and going-concern basis.

1.3

Impact of standards, amendments and interpretations to existing standards not yet effective and
also not early adopted.
The standards, interpretations and amendments that are not yet effective, have no impact on the Fund.

1.4

INTEREST INCOME
Interest income comprises income on funds invested in money market account balances.
Interest income is recognised in the Statement of Comprehensive Income as it accrues, using the
effective interest method.
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1.5

GOVERNMENT GRANTS RELATED TO INCOME
The Funds received from the Department of Trade and Industry (“the dti”) for the Competitiveness Improvement Programme (CIP)
are recognised through the Statement of Comprehensive Income as revenue, when they are received.

1.6

FINANCIAL INSTRUMENTS
FINANCIAL ASSETS
FUNDS INVESTED IN THE MONEY MARKET
The Fund originally recognises funds invested in the money market on the date that they are originated. Funds invested in the
money market and administered by the Industrial Development Corporation, are classified as non-derivative financial instruments.
Financial assets are initially recognised at fair value plus transactions costs, and are subsequently measured at amortised cost
using the effective interest method, less impairment losses.
The Fund derecognises a financial asset when the contractual rights to the cash flows expire or it transfers the right to receive the
cash flows to the asset in a transaction in which substantially all the risks and rewards of ownership of the assets are transferred.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017 (CONTINUED)

2.

2017

2016

R

R

FUNDS INVESTED IN MONEY MARKET
Funds invested in the money market and administered by
the Industrial Development Corporation

799 465 843

961 808 115

5 139 706

5 647 453

24 924

23 514

For the purpose of the Statement of Cash Flows, cash and cash equivalents comprise
the Fund’s balance invested in the money market.

3.

ACCOUNTS RECEIVABLE
Interest owing by the financial institution on money market investments

4. ACCOUNTS PAYABLE
Provision for audit fees
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2017

2016

5. FUNDS RECEIVED FROM THE DTI
The monies received from the dti for the CIP are treated as revenue and are
recognised in the Statement of Comprehensive Income

669 155 000

818 643 000

6. INTEREST INCOME
67 886 414

52 651 916

Working capital changes

509 157

(981 932)

Decrease in accounts receivable

507 747

(983 052)

1 410

1 120

Income from funds invested in the money market on call and administered by the IDC

7. WORKING CAPITAL CHANGES

Increase in accounts payable
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2017 (CONTINUED)

2017

2016

R

R

8. CASH AND CASH EQUIVALENTS
For the purpose of the Statement of Cash Flows, cash and cash equivalents
comprise the Fund’s balance invested in the money market instruments

799 465 843

961 808 115

357 306 039

287 487 590

9. COMMITMENTS
Commitments in respect of grants approved by the committee but not yet
drawn-down by recipients
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10. RELATED PARTIES
Nature of relationships
Holding company:

Department of Trade and Industry

Fund administrator:

Industrial Development Corporation of South Africa Limited

2017

2016

R

R

Related party transactions

Grant funding received from:
Department of Trade and Industry

669 155 000

818 643 000

30 813 926

29 262 991

799 465 843

961 808 115

Management fees paid to:
Industrial Development Corporation of South Africa Limited

Related party balances
Money market on call
Administered by the Industrial Development Corporation of South Africa Limited
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CASE
STUDY

1
71

Durban Overall
Durban Overall (Pty) Ltd (“Durban Overall”) is a locally based
company that designs, manufactures, distributes and markets
world-class products to customers throughout South Africa, and
exports to the USA and United Kingdom.
The Company was established in 1991 and operates from rented
premises in Ladysmith in the KwaZulu-Natal Midlands. For over
20 years the business has specialised in manufacturing specialist
high-quality workwear.
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Durban Overall
The Clothing and Textile Competitiveness Programme (CTCP) has received an
overwhelming vote of support from one of its beneficiaries, Durban Overall.
The business epitomises the challenges that the local industry has suffered as a result
of competition from cheaper imported goods. The company was operating at the lower
end of the value chain, it was losing margin because it wasn’t always selling directly to
customers, and they were doing too little to boost the skills of its workers.

1

All this changed, says company CEO, Steve Tandy, when the CTCP incentives were
introduced to reinvigorate the industry and make it competitive against the threat of
low-cost imports.
“Through the IDC taking us on this new journey of training and reaching an international
level of quality control, we have catapulted into the global market, which has added
a new zest, not only to myself as CEO, but to the whole company,” he says.
This spark of new energy was desperately needed for a business that was
under-performing in terms of its productivity and market penetration. Tandy says that
while it had grown from humble beginnings of just 12 machinists to 280 staff making
garments on behalf of a third party, it was at the mercy of market forces and suffered
when the industry took a turn for the worse in the 1990s.
“The IDC and dti programmes for the textile industry are perhaps the best initiatives that
they could have developed for the South African industry,” Tandy says.
One of the key interventions that he says made a tangible difference was the concept of
introducing clusters of manufacturers who were encouraged to collaborate and jointly
boost the textile-manufacturing supply chain. This included the sharing of best-practice
processes that helped to elevate all participants.
“This approach of learning from each other made all the difference. One of the big
successes was Eddels Shoes, and we sent our shop stewards to other successful
companies so that they too could learn how to turn things around,” he says. “This ‘cluster’
concept was instrumental in setting the base from which we could then strengthen the
minds of the staff so that they all saw the value of training and changing the way we
worked.”
On the back of this new-found energy, Durban Overall also took advantage of the funding
incentives under the Production Incentive Programme (PIP) to buy new machinery, and
invest in staff training.
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“We slowly grew from strength to strength with this support, and the new approaches we
were adopting. We were given the opportunity to gain training from international companies
in China, Spain and Turkey, and realised that we were not that far behind the global standard.
Once we realised that our South African company was, in many ways, as good as any other
international company, it changed the whole way the company approached marketing.”
Tandy says that the improvements that Durban Overall was able to make, has seen the
company’s rapid growth from around 10th position locally in the workwear segment to within
the top three in the country.
Among its achievements was securing the SABS mark for its overalls, as well as ISO 9000
accreditation for quality management and assurance. These approvals and its BBBEE status
enabled it to compete for – and win – tenders to supply to government.
This growth and confidence in its abilities enabled Durban Overall to step in and acquire
two clothing companies that were in dire straits. My Jeans and Excel Clothing were therefore
added to the group.
It would not be an exaggeration to say that Durban Overall would be a very
different – possibly even defunct – business had it not been for the CTCP. The company’s
expansion into export markets within SADC, alone, are a mark of this turnaround.
Tandy says the company supplies its workwear to some of the biggest mines in countries
including Mozambique, Zimbabwe, the DRC, Botswana, Namibia and Tanzania.
“We have a reasonable footprint, although we know it needs to be bigger. We were also
sending chef’s jackets to the UK and are looking into exporting to the USA under the
AGOA programme. The support from the IDC programmes has definitely assisted in
establishing us in the global market.”
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Palm Footwear
Mr Kasie Pattundeen acquired a small factory that had fallen on very
hard times, and in July 1966, Palm Footwear Manufacturers (Pty) Ltd
(“Palm Footwear”) was born. He produced simple infants shoes
called Kid Gloves, which sold for the small sum of just 35 cents per
pair. Over the next 50-something years the factory grew from 80m²
and a staff compliment of 12, to over 15 000m² and workforce of 700
at peak capacity. Today Palm Footwear stands proud, as the largest
independent South African family-owned school-shoe factory.
Trustees is a very successful brand today and is well-exposed across
3 500 outlets across Africa. It is well-supported by point-of-sale and
above-the-line media. Currently, Palm enjoys 30% of the schoolshoe market and has a growing presence in the gumboot market.
Through the growing footprint of major retailers (customers) like
Pep, Ackermans and Woolworths, Palm has penetrated new African
markets. Futura Footwear produces the Toughees brand, which is
still the leading leather school-shoe in South Africa. Recently, Palm
Footwear launched their Trustees Born Free Leather range, which sells
for 30% less ex-factory compared to Toughees.
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Palm Footwear
“The PIP programme allowed us to invest in equipment that really did make us
a world-class operation,” comments Rajeev Pattundeen, MD of Palm Footwear in Durban.
He took over the family-run business that was established by his late father in 1966.

2

The business has been manufacturing the Trustee brand of school shoes for many
decades, but has realised enormous production efficiencies that have allowed it to thrive
despite the tough conditions that the industry has experienced.
The company is no stranger to innovation, having become the first independently owned
company in the country to manufacture direct-injection moulded shoes for the school
market. This set it on the road to success, although the support it received under the
Production Incentive Programme (PIP) catapulted it to a whole new level.
Palm Footwear used the available incentives to invest in state-of-the-art injectionmoulding equipment that has significantly improved its productivity and
competitiveness. This success is measured in the 25% saving in leather used and
the 15% per-meter saving on synthetic materials.
These savings are considerable because of the leeway it has given Palm Footwear
to ride out the industry’s turbulence whilst posting double digit growth for the past
five years. Pattundeen adds that the efficiencies have allowed it to hold its prices
steady for six seasons.
This position is very attractive to Palm Footwear retail clients like PEP, Ackerman’s and
Woolworths.
The company has also been able to expand rapidly into the rest of the region, and has set
itself the ambitious target of providing every child in Africa with a pair of affordable school
shoes through the more than 3 500 outlets across the continent that stock its Trustee
shoes.
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Such ambitions are fulfilled by the nearly 700 permanent and seasonal contractors that produce
the shoes year-round. The seasonal staff chip in to help the company fulfil orders during the
annual back-to-school season.
Training is an important aspect of the company’s goal of producing high-quality yet affordable
shoes. One of the initiatives launched in 2016 was a Fibre Processing and Manufacturing SETAaccredited programme offering training in business administration, office administration and
production processes.
Through this programme, 220 learners both within the company family as well as the surrounding
community, who had a matric qualification, received the training that could open the door to
them studying further at university or college.
In addition to this skills development initiative, Palm Footwear participates in numerous CSI
programmes, such as its extensive nutritional programme co-ordinated by local school
principals. It also supports a “Bread” Programme that provides a weekly food hamper for
child-headed households in the Isipingo area.
Lastly, Palm Footwear has also been collaborating with the Woolworths Foundation to provide
between 7 500 and 10 000 school shoes a year to children who can not afford them.
These types of initiatives as well as ongoing training of staff, Pattundeen says, have helped
to cement Palm Footwear’s position within the community. “I think that we are able to have an
average staff tenure of 25 years, speaks volumes of the type of business that we are and the
culture in which we operate,” he says.
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Sesli Textiles
Sesli Textiles (Pty) Ltd (“Sesli”) is a producer of blankets. Sesli was
formed in 1994 when the owners, two Turkish brothers named Mustafa
and Muzaffer Sesli, brought finished Turkish manufactured blankets in
South Africa. In 1999, the brothers registered Sesli Textiles (Pty) Ltd
and started up a blanket-manufacturing factory. The brothers have
grown the company over the years and today, Sesli is one of the last
few local blanket manufacturers still operating in South Africa.
The company manufactures 100% acrylic blankets from imported
and locally supplied fibre. The current range includes blankets for
household use, blankets for sports clubs and organisations, blankets
for corporates such as the hospitality industry, as well as pet blankets,
throws, cushions and pillows.
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Sesli Textiles
Setting up shop to manufacture blankets in a competitive market was never going to be
easy. Doing so as fairly new entrants to the country, and at a time that the industry was
about to open to global markets, made the birth of Sesli Textiles doubly difficult.
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But this is what company MD, Mustafa Sesli, and his brother, Muzaffer Sesli, did in 2000
when they established the specialist blanket-manufacturing business.
Navigating the tough market conditions meant some trial and error for the brothers in
finding their place in the market.
This search for a way forward was given some impetus after the company founders heard
about the IDC and the textiles industry incentive programme it was administering.
Taking advantage of the CTCP’s Production Incentive Programme (PIP), the business
invested in new machinery, training for its staff and business-development activities.
The company MD says that the active support from IDC staff was instrumental in
driving the business forward through these interventions.
From its humble beginnings, Sesli Textiles today has a factory covering 14 000m2, employ,
180 people, and making a range of unique, high-quality blankets.
An important component of the transition of the business is due to the investment in
staff training, with the incentives used to help staff obtain technician certification to
handle maintenance and repair of the new equipment. In addition, funding was used
to hire management consultants to streamline operations and improve efficiencies.
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As a result of these interventions, the company has established a solid foothold across
the South African Development Community (SADC) region. This is due, in part, to the
increased capacity, but equally to in-depth market research that showed Sesli that it’s
best chances lay closer to home rather than in exporting to other markets.
“Obviously Sesli Textiles is competitive in the SADC region due to logistics and their
lead time being faster, and we are more cost-effective than people importing from the
Far East,” Mustafa says. “We are very selective with our customers. Often they can buy
but are unable to pay. We are doing quite well with products in Zimbabwe as well as
Namibia, Zambia and Mozambique.”
While grateful for the support Sesli Textiles has received from the IDC, the
company owners’ one regret is that the level of support is not higher, and may
not continue indefinitely. Bar that, the company is on a far better footing after
being able to invest in its people, production equipment and processes to ensure
a sustainable future.
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Klein Karoo
International Leather
The Klein Karoo Group is the holding company for three different
companies, namely the Klein Karoo Vegetable Seed (Production and
Marketing), The Klein Karoo Trading Company and the Klein Karoo
International (Pty) Ltd (KKI), which is the ostrich business segment of
the KKG. The Klein Karoo tannery, as part of KKI, has been processing
ostrich leather since 1973. The ostrich-feather business was booming
before then. The tannery has built on that sucess with the leather
production. The meat of the ostrich also become a substantial part
of the value of the total bird in the early years of the 20th Century.
Since deregulation of the ostrich industry in South Africa in 1994, it has
been torn by competition from around the world, especially: Australia,
Brazil, China, Europe and the Middle East. The Klein Karoo group has
grown from 1994 to become very competitive in the world market in
terms of production and marketing its products. In the last six years,
the KKI tannery also began producing Game skin and crocodile leather
products. This was necessary to diversify on it’s mainly-ostrich-leather
production. Presently, the KKI tannery has about 60% of the ostrich market
worldwide and a local crocodile production to leather of about 22%.
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Klein Karoo
International Leather
An investment in machinery to process crocodile hides into sought-after leather used in
fashion accessories, has given a new lease of life to Klein Karoo International Leather.
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“Our facilities have suffered a lot over the years, due to a lack of investment. So
our infrastructure was not in good condition, but the Productivity Improvement
Programme (PIP) has put our infrastructure in a state where we can again compete
internationally,” says company MD, Charl du Plessis.
The business is a co-operative owned by farmers from the region who specialise mainly in
produce from ostriches including leather and meat as well as other agricultural products.
Du Plessis says that diversification into tanning crocodile hide was a natural extension
from its ostrich-leather heritage, given its use in various markets as a raw material for
luxury leather goods. The new machinery can also be used for processing ostrich hides.
“The PIP gave us the opportunity to equip our facilities with crocodile-specific
equipment and to enter into the commercial space for crocodile leather,” he says.
“The result is that we are now the biggest tanner of exotic crocodile leather in South
Africa. We are also fast becoming a force to be reckoned with internationally and are
seeing more and more how well our crocodile products are establishing themselves.”
This emphasises the significance of the support that has been extended to the
textiles industry through CTCP since it was introduced in 2010.
An important outcome from the support that Klein Karoo International received is its newfound ability to add value through local beneficiation. Du Plessis says that the value of the
raw hide practically doubles once it has been tanned and finished.
“It requires a high-level of skill, so basically you are employing people with good skills
who are very well remunerated. When you look at the core benefits of the programme, the
creation of employment opportunities has been a major impact for us.”
One of the reasons that the company places such a high priority on employment is that
jobs are scarce in its rural environment. The nearly 220 staff therefore support up to about
12 people each, with up to 30 new jobs having been created from the expansion into
crocodile hide processing.

85

“On the ostrich side, I would say that we’ve been able to retain the skills we have because
we are able to process a product that is probably on par with the best in the world.
If we had not been part of the PIP scheme, we would probably have lost 25% of the jobs,
because our product was not up to standard.”
Interestingly, the challenge for Klein Karoo International has been less about needing to
overcome the competition of low-cost imports from China than it has been about entering
established, highly competitive export markets.
Its main competition is in Italy, which has well-established exotic leather processors numbering
up to about 250 tanneries. Klein Karoo, however, has been able to successfully identify
a market in Japan and to supply high-end brands like Luis Vuitton and Aramis.
Du Plessis says that one of its major advantages is that the processing of exotic leather requires
a high level of skill.
“We have some third-generation people in our tannery with a lot of knowledge and intellectual
capital. It’s not so easy to duplicate. What’s nice for us is that, because it’s for fashion, it
requires a high element of creativity.”
For this reason, the company has prioritised the training of staff and incentive schemes that
reward them for developing new ideas that could appeal to global fashion tastes.
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Vermont Leathercraft
Vermont Leathercraft Manufacturers (“Vermont”) was established
in 1983 and was under the ownership and management of Amanda
Lorraine Owen (60% shareholding) and Graham Robert Mann (40%
shareholding) from 1987 until 2014. Amanda Lorraine Owen now
owns 100% of the company, having recently bought out the entire
shareholding.
Vermont manufactures small leather goods for the hospitality
and corporate gift sectors including menu and other covers, bill
presenters, doorknob hangers, wallets, purses, place mats, handbags
and luggage. The company operates from leased premises situated
in Strijdom Park, Randburg, Gauteng. All leather is supplied by local
leather processors.
The company received assistance from CIP for a process engineer who
worked on process improvement. The reorganisation of the factory
has resulted in smoother production flow, increased productivity,
improved turnaround times, and proper waste management.
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Vermont Leathercraft
A passion for leather that started with the crafting of belts in a guest bedroom, is today
a niche Johannesburg-based manufacturer of top-quality leather goods.
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Vermont Leathercraft Manufacturers specialises in supplying and manufacturing luxurious
leather fashion accessories, corporate gifts, and a wide range of exclusive hospitality
items aimed at five-star hotels, restaurants and lodges. More recently, it has launched
a range of luxurious handbags and fashion accessories made from genuine South African
ostrich leather.
The company’s story is one of chance, fortitude and a willingness to learn.
Led by Mandy Owen, who bought the business 30 years ago, it has undergone significant
transformation, most notably since it accessed support under the CTCP Production
Improvement Programme (PIP). This happened in 2009, some 20 years after Owen had
bought the business with her husband.
“Locally, we are recognised as a company that produces quality goods in the corporate
gift and hospitality area,” she explains. “We have had a number of key moments in our
history: after a strike in 2009, we were closed for five weeks and lost most of our customers
as a result.”
This was a defining moment for the business as its staff numbers fell to below 20 from
34 prior to the industrial action. At about the same time, however, the CTCP programme
started, which provided a lifeline to the business.
Given that Vermont Leathercraft is focused on producing handmade, quality goods, its
challenges lie more in people, process and market access improvements than in a heavy
investment in machinery.
Owen says that the improvement in her business since accessing funding under PIP,
has been “radical”.
The funding allowed her to invest in training her staff, purchasing new production
software, and funding a research visit to China to see how manufacturers make
high- quality handbags at speed.
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One of the key turning points was the ability to get expert help from industrial
engineers who were able to help Owen redesign her workflow and factory layout to
improve productivity.
“This process forced us to look at what we were offering across all of our different product
categories and to look at the business and decide what to do in each area,” she says. “Our
turnover has also turned around after we provided training for our people on how to market
to and target the right kind of customer. We are now a lot more focused.”
This turnaround has enabled the business to return on its growth path and steadily increase
the number of employees from 19 to 39.
Owen takes enormous pride in being able to provide for her employees, the bulk of whom
are women.
“We are a factory of women,” she says. “It’s 90% women and we are all breadwinners;
we are all workers. We now put food on the table every week, and we have a very strong
provident fund so that people who retire have a strong pension.”
The focusing of the business on its strengths has been a key factor in its success over the
last few years.
These strengths are rooted in the ability to craft quality products, some of which are targeted
at the corporate gift market, although Vermont has been building up its reputation and range
of fashion handbags.
“We are still working on our handbags,” Owen says. “They are pretty good and they last
a long time, but we still need a bit of assistance with the things we don’t know yet.
“We have a saleable range and we don’t have a problem selling our range, but we’re on
a mission of continuous improvement.”
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