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FOOT-AND-MOUTH DISEASE FACTORY PROJECT

Current status of the ARC FMD vaccine production efforts

After South Africa’s sole Foot and Mouth Disease (FMD) vaccine production facility at the ARC’s Onderstepoort Campus 
ceased functioning due to a variety of reasons, the ARC undertook to develop a process for the production of FMD vaccines 
for use in Southern Africa. These efforts have culminated in the establishment of the technical expertise and infrastructure to  
consistently produce FMD antigens at 20 liter scale using suspension production technologies. Several batches of the  
antigens produced have been tested and shown to confer protection of goats and cattle against FMD for more than 12 months.  
To date enough antigen to manufacture 40 000 doses of a trivalent FMD vaccine that can protect animals against 
the three FMD strains circulating in Southern Africa, Southern African Territory (SAT) 1, SAT 2 and SAT 3 has been stock-
piled. The FMD vaccine will be registered as a stock remedy under Act 36 of 1947. The registration certificate will be valid  
for 3 years. The ARC can then use the vaccine as part of DALRRD’s FMD prevention programme.

Efforts to scale the production process to industrial scale and to build a facility to house the process are underway. To that end 
a dedicated project manager to oversee the construction phase of the project has been appointed. He is dealing with various 
building preparatory measures like management of land rights including necessary zoning, environmental, infrastructural/
external services, legal requirements in relation to such land rights (e.g., facilitating the release of the title deed, Surveyor 
General diagram, municipal account approval, etc. for the building site). The Supply Chain Management processes to appoint 
the necessary built environment service providers to design and implement various stages of the building project (Process 
or Industrial Engineer, Architectural Designer, Mechanical Engineers, Quantity Surveyors, Electrical and Electronics Engineers, 
Civil and Structural Engineers, Fire Engineers, Occupational Health, Safety & Environmental Practitioner, etc.) have largely 
been concluded; only a few Service Level Agreements with the service providers need to be finalised.  The construction phase 
and installation of the production infrastructure and equipment of the project are expected to take approximately 3 years. 

However, owing to the recurrent FMD outbreaks in the country and the rest of the SADC region, and the high likelihood of 
introduction of the O serotype into the country, there is an urgent need to supply the DALRRD with local vaccine, to bring the 
spread of outbreaks under control as soon as possible. As an interim measure whilst the new factory is being constructed, the 
ARC undertook to increase production from the current 20 liter to 200 liter scale. Permission was granted to proceed with the 
procurement of the necessary infrastructure to produce the vaccine at 200 liter scale. The process of procuring the required 
infrastructure is also underway and is expected to take about 6 to 8 months, which will pave the way for production of the 
vaccine by about the middle of 2023. In that manner the ARC will be producing vaccine to take care of the needs of the coun-
try whilst the construction of the state-of-the-art facility which will have a much higher production capacity is in progress. 
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2.   REPORT OF THE AUDITOR-GENERAL
_______________________________________________________________________________

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
______________________________________

QUALIFIED OPINION

1.	 I have audited the financial statements of the Agricultural Research Council set out on pages 190 to 266, which  
comprise the statement of financial position as at 31 March 2022, the statement of financial performance, statement 
of changes in net assets, cash flow statement and statement of comparison of budget and actual amounts for the 
year then ended, as well as notes to the financial statements, including a summary of significant accounting policies.  

2.	 In my opinion, except for the effects and possible effects of the matters described in the basis for qualified opinion 
section of this report, the financial statements present fairly, in all material respects, the financial position of the  
Agricultural Research Council as at 31 March 2022 and its financial performance and cash flows for the year then ended 
in accordance with the Standards of Generally Recognised Accounting Practice (GRAP) and the requirements of the 
Public Finance Management Act 1 of 1999 (PFMA). 

BASIS FOR QUALIFIED OPINION

Property, plant and equipment

3.	 I was unable to obtain sufficient appropriate audit evidence that management had properly accounted for  
property, plant and equipment, as the public entity did not have adequate systems to record and maintain  
proper accounting records for adjustments made to corresponding figures of property, plant and equipment. 
There were material differences between the financial statements, fixed assets register and underlying schedules  
relating to the adjustments to the corresponding figures. I was unable to confirm property, plant and equip-
ment by alternative means. Consequently, I was unable to determine whether any adjustment was necessary to  
property, plant and equipment, stated at R1 973 688 776 (2021: R2 007 377 950) in note 21 to the financial statements.  

4.	 There is a consequential impact on the following amounts in the financial statements:

•	 Prior year adjustments to revaluation reserve amounting to R95 282 179, as disclosed in note 38 to the financial 
statements

•	 Prior year depreciation and amortisation amounting to R67 619 617, as disclosed on note 7 to the financial  
statements

•	 Prior year movements in revaluation reserve amounting to R46 945 674, as disclosed in the statement of changes 
in net assets

5.	 Some items of property, plant and equipment recorded in the public entity’s fixed asset register could not be  
physically located, thus property, plant and equipment was overstated by these items. I was unable to determine the 
full extent of the overstatement of property, plant and equipment, stated at R1 973 688 776 (2021: R2 007 377 950) in 
note 21 to the financial statements as it was impracticable to do so. I was unable to verify these by alternative means. 

6.	 Furthermore, the public entity did not recognise all items of property, plant and equipment in accordance 
with GRAP 17, Property, plant and equipment, GRAP 1, Presentation of financial statements, and IGRAP 18,  
Recognition and derecognition of land. The public entity incorrectly recognised land portions for which own-
ership has not been obtained as part of its property, plant and equipment. The public entity could not pro-
vide sufficient and appropriate evidence to support the recognition of these land portions. Consequent-
ly, property, plant and equipment as stated in note 21 was overstated by R31 929 942 in the financial statements. 
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Depreciation and amortisation

7.	 The financial statements of the public entity were materially misstated, as it did not depreciate and assess the useful 
lives of property, plant and equipment, as required by GRAP 17 Property, plant and equipment. I was unable to quantify 
the full extent of the misstatements of the depreciation amount and of property, plant and equipment as it was im-
practicable to do so. Consequently, I was unable to determine whether any adjustment was necessary to depreciation 
stated at R70 696 598 in note 7 to the financial statements.

Irregular expenditure 

8.	 The public entity incorrectly included transactions that do not meet the definition of irregular expenditure in its  
irregular expenditure note, while it also omitted some transactions that meet the definition of irregular expenditure. 
Consequently, irregular expenditure was misstated. Furthermore, I could not confirm if the requirements of the irregu-
lar expenditure framework were complied with regarding the removal of irregular expenditure written off amounting 
to R208 659 336, as disclosed in note 43 to the financial statements as I was not provided with appropriate evidence.  
I was unable to determine the full extent of the misstatement of the irregular expenditure, amounting to R210 474 973, 
and the amount written off, amounting to R208 659 336, as disclosed in note 43 to the financial statements as it was 
impracticable to do so. Consequently, I was unable to determine whether any further adjustments were necessary to 
the irregular expenditure stated at R533 947 515 (2021: R532 131 878) in the financial statements.

Contingencies 

9.	 I was unable to obtain sufficient appropriate audit evidence to substantiate the amounts disclosed in the financial 
statements relating to legal costs and litigations as the public entity did not have adequate records of the basis on 
which estimates of these costs were made. Furthermore, litigations and legal costs were recorded at incorrect amounts, 
resulting in contingencies being misstated by R1 903 769. I was unable to confirm the disclosure by alternative means. 
Consequently, I was unable to determine whether any further adjustments were necessary to contingencies, stated at 
R39 441 805 in note 36 to the financial statements.

CONTEXT FOR THE OPINION

10.	 I conducted my audit in accordance with the International Standards on Auditing (ISAs). My responsibilities under those 
standards are further described in the auditor-general’s responsibilities for the audit of the financial statements section 
of my report.

11.	 I am independent of the public entity in accordance with the International Ethics Standards Board for Accountants’  
International code of ethics for professional accountants (including International Independence Standards) (IESBA code) as 
well as other ethical requirements that are relevant to my audit in South Africa. I have fulfilled my other ethical respon-
sibilities in accordance with these requirements and the IESBA code. 

12.	 I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my qualified opinion.

EMPHASIS OF MATTER

13.	 I draw attention to the matter below. My opinion is not modified in respect of this matter.

Material impairments – trade debtors

14.	 As disclosed in note 16 to the financial statements, material losses of R19 251 769 (2021: R1 286 238) were incurred as a 
result of a write-off of irrecoverable trade debtors.
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RESPONSIBILITIES OF THE ACCOUNTING AUTHORITY FOR THE FINANCIAL STATEMENTS

15.	 The council, which constitutes the accounting authority, is responsible for the preparation and fair presentation of 
the financial statements in accordance with GRAP and the requirements of the PFMA, and for such internal control as 
the accounting authority determines is necessary to enable the preparation of financial statements that are free from  
material misstatement, whether due to fraud or error.

16.	 In preparing the financial statements, the accounting authority is responsible for assessing the public entity’s ability to 
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the going concern 
basis of accounting unless the appropriate governance structure either intends to liquidate the public entity or to cease 
operations, or has no realistic alternative but to do so. 

AUDITOR-GENERAL’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

17.	 My 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 my opinion.  
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with 
the 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 aggregate, they could reasonably be expected to influence the economic  
decisions of users taken on the basis of these financial statements. 

18.	 A further description of my responsibilities for the audit of the financial statements is included in the annexure to this 
auditor’s report.

REPORT ON THE AUDIT OF THE ANNUAL PERFORMANCE REPORT
____________________________________________

INTRODUCTION AND SCOPE

19.	 In accordance with the Public Audit Act 25 of 2004 (PAA) and the general notice issued in terms thereof, I have a  
responsibility to report on the usefulness and reliability of the reported performance information against predetermined  
objectives for selected outcome presented in the annual performance report. I performed procedures to identify  
material findings but not to gather evidence to express assurance.

20.	 My procedures address the usefulness and reliability of the reported performance information, which must 
be based on the public entity’s approved performance planning documents. I have not evaluated the com-
pleteness and appropriateness of the performance indicators included in the planning documents. My pro-
cedures do not examine whether the actions taken by the public entity enabled service delivery. My proce-
dures do not extend to any disclosures or assertions relating to the extent of achievements in the current 
year or planned performance strategies and information in respect of future periods that may be includ-
ed as part of the reported performance information. Accordingly, my findings do not extend to these matters.   

21.	 I evaluated the usefulness and reliability of the reported performance information in accordance with the criteria devel-
oped from the performance management and reporting framework, as defined in the general notice, for the following 
selected outcomes presented in the public entity’s annual performance report for the year ended 31 March 2022:

OUTCOME PAGES IN THE ANNUAL PERFORMANCE REPORT

Outcome 5 - enhanced resilience of agriculture      48 - 50
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22.	 I performed procedures to determine whether the reported performance information was properly presented and 
whether performance was consistent with the approved performance planning documents. I performed further 
procedures to determine whether the indicators and related targets were measurable and relevant, and assessed 
the reliability of the reported performance information to determine whether it was valid, accurate and complete. 

23.	 I did not identify any material findings on the usefulness and reliability of the reported performance information for the 
selected outcome

•	 Outcome 5 - enhanced resilience of agriculture

OTHER MATTER

24.	 I draw attention to the matter below. 

Achievement of planned targets

25.	 Refer to the annual performance report on pages 48 to 50 for information on the achievement of planned targets for 
the year and management’s explanations provided for the under/over achievement of targets. 

REPORT ON THE AUDIT OF COMPLIANCE WITH LEGISLATION
_________________________________________

INTRODUCTION AND SCOPE

26.	 In accordance with the PAA and the general notice issued in terms thereof, I have a responsibility to report material 
findings on the public entity’s compliance with specific matters in key legislation. I performed procedures to identify 
findings but not to gather evidence to express assurance. 

27.	 The material findings on compliance with specific matters in key legislation are as follows: 

Annual Financial Statements

28.	 The financial statements submitted for auditing were not prepared in accordance with the prescribed financial  
reporting framework and were not supported by full and proper records, as required by section 55(1) (a) and (b) of 
the PFMA. 

29.	 Material misstatements of significant accounting policies and segment reporting identified by the auditors in the  
submitted financial statements were corrected and the supporting records were provided subsequently, but the  
uncorrected material misstatements and supporting records that could not be provided resulted in the financial  
statements receiving a qualified opinion.

Expenditure management

30.	 Effective and appropriate steps were not taken to prevent irregular expenditure, amounting to R210 474 973, as  
disclosed in note 43 to the annual financial statements as required by section 51(1) (b) (ii) of the PFMA. As reported 
in the basis for the qualified opinion, the full extent of the irregular expenditure could not be quantified. The ma-
jority of the irregular expenditure disclosed in the financial statements was caused by non-compliance with treasury  
regulations.

31.	 Effective steps were not taken to prevent fruitless and wasteful expenditure amounting to R375 021, as disclosed in 
note 42 to the annual financial statements, as required by section 51(1) (b) (ii) of the PFMA. The majority of the fruitless 
and wasteful expenditure was caused by penalties on termination of contracts.

 



ARC Annual Report  2021/2022183

 
Consequence management

32.	 I was unable to obtain sufficient appropriate audit evidence that disciplinary steps were taken against some of the  
officials who had permitted irregular expenditure in prior years, as required by section 51(1)(e)(iii) of the PFMA. This 
was due to proper and complete records that were not maintained as evidence to support the investigations into 
irregular expenditure.

Procurement and contract management

33.	 Goods and services of a transaction value above R500 000 were procured without inviting competitive bids and  
deviations were not approved by the accounting authority, as required by treasury regulation 16A6.4.

34.	 Goods and services with a transaction value below R500 000 were procured without obtaining the required price  
quotations, as required by treasury regulation 16A6.1, paragraph 3.3.1 of Practice Note 8 of 2007/08 and paragraph 
3.2.1 of SCM instruction note 2 of 2021/22.

OTHER INFORMATION
_______________

35.	 The accounting authority is responsible for the other information. The other information comprises the information 
included in the annual report. The other information does not include the financial statements, the auditor’s report 
and those selected outcomes presented in the annual performance report that have been specifically reported in this 
auditor’s reportt. 

36.	 My opinion on the financial statements and findings on the reported performance information and compliance with 
legislation do not cover the other information and I do not express an audit opinion or any form of assurance conclu-
sion on it.

37.	 In connection with my audit, my responsibility is to read the other information and, in doing so, consider whether the 
other information is materially inconsistent with the financial statements and the selected outcome presented in the 
annual performance report, or my knowledge obtained in the audit, or otherwise appears to be materially misstated. 

38.	 I did not receive the other information prior to the date of this auditor’s report. When I do receive and read this  
information, if I conclude that there is a material misstatement therein, I am required to communicate the matter to 
those charged with governance and request that the other information be corrected. If the other information is not 
corrected, I may have to retract this auditor’s report and re-issue an amended report as appropriate. However, if it is 
corrected this will not be necessary.
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INTERNAL CONTROL DEFICIENCIES
________________________

39.	 I considered internal control relevant to my audit of the financial statements, reported performance information and 
compliance with applicable legislation; however, my objective was not to express any form of assurance on it. The matters 
reported below are limited to the significant internal control deficiencies that resulted in the basis for the qualified opin-
ion and the findings on compliance with legislation included in this report.

40.	 The public entity did not prepare regular, accurate and complete financial reports that were supported and evidenced by 
reliable information. 

41.	 Management’s record keeping processes were not always effective to ensure that information is accessible and readily 
available.

42.	 Leadership did not exercise adequate responsibility regarding financial reporting and compliance with legislation, as the 
controls in place did not prevent or detect internal control deficiencies.
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ANNEXURE – AUDITOR-GENERAL’S RESPONSIBILITY FOR THE AUDIT
_______________________________________________________________________________

1.	 As part of an audit in accordance with the ISAs, I exercise professional judgement and maintain professional  
scepticism throughout my audit of the financial statements and the procedures performed on reported performance 
information for selected outcomes and on the public entity’s compliance with respect to the selected subject matters.

FINANCIAL STATEMENTS

2.	 In addition to my responsibility for the audit of the financial statements as described in this auditor’s report, I 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 my 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 
public entity’s internal control.

•	 evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 
related disclosures made by the accounting authority. 

•	 conclude on the appropriateness of the accounting authority’s use of the going concern basis of account-
ing in the preparation of the financial statements. I also conclude, based on the audit evidence obtained,  
whether a material uncertainty exists relating to events or conditions that may cast significant doubt on the 
ability of the Agricultural Research Council to continue as a going concern. If I conclude that a material uncer-
tainty exists, I am required to draw attention in my auditor’s report to the related disclosures in the financial 
statements about the material uncertainty or, if such disclosures are inadequate, to modify my opinion on the 
financial statements. My conclusions are based on the information available to me at the date of this auditor’s 
report. However, future events or conditions may cause a public entity to cease operating as a going concern. 

•	 evaluate the overall presentation, structure and content of the financial statements, including the disclosures, 
and determine whether the financial statements represent the underlying transactions and events in a manner 
that achieves fair presentation.
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COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

3.	 I communicate with the accounting authority regarding, among other matters, the planned scope and timing of the 
audit and significant audit findings, including any significant deficiencies in internal control that I identify during my 
audit. 

4.	 I also provide the accounting authority with a statement that I have complied with relevant ethical requirements 
regarding independence, and communicate with them all relationships and other matters that may reasonably 
be thought to bear on my independence and, where applicable, actions taken to eliminate threats or safeguards  
applied. 
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3. ANNUAL FINANCIAL STATEMENTS
________________________________________________________________________________
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Accounting Policies 195

Notes to the Annual Financial Statements 228

1.  ACCOUNTING AUTHORITY’S RESPONSIBILITIES AND APPROVAL
_________________________________________________________________________

The Council is required by the Public Finance Management Act (Act 1 of 1999), to maintain adequate accounting records and
are responsible for the content and integrity of the annual financial statements and related financial information included in 
this report. It is the responsibility of the Council to ensure that the annual financial statements fairly present the state of affairs 
of the entity as at the end of the financial year and the results of its operations and cash flows for the period then ended. The 
external auditors are engaged to express an independent opinion on the annual financial statements and was given unre-
stricted access to all financial records and related data.

The Annual Financial Statements have been prepared in accordance with Standards of Generally Recognised Accounting  
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board.

The Annual Financial Statements are based upon appropriate accounting policies consistently applied and supported by  
reasonable and prudent judgements and estimates.

The Council acknowledge that they are ultimately responsible for the system of internal financial control established by the 
entity and place considerable importance on maintaining a strong control environment. To enable the Council to meet these
responsibilities, the accounting authority sets standards for internal control aimed at reducing the risk of error or deficit in 
a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined framework, 
effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are 
monitored throughout the entity and all employees are required to maintain the highest ethical standards in ensuring the  
entity’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk  
management in the entity is on identifying, assessing, managing and monitoring all known forms of risk across the entity. 
While operating risk cannot be fully eliminated, the entity endeavours to minimise it by ensuring that appropriate infrastruc-
ture, controls, systems and ethical behaviour are applied and managed within predetermined procedures and constraints.
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The Council are of the opinion, based on the information and explanations given by management, that the system of internal
control provides reasonable assurance that the financial records may be relied on for the preparation of the annual financial
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance against 
material misstatement or deficit.

The Council have reviewed the entity’s cash flow forecast for the year ended to 31 March 2023 and, in the light of this review
and the current financial position, they are satisfied that the entity has or has access to adequate resources to continue in 
operational existence for the foreseeable future.

The entity is wholly dependent on the entity for continued funding of operations. The annual financial statements are pre-
pared on the basis that the entity is a going concern and that the entity has neither the intention nor the need to liquidate or 
curtail materially the scale of the entity.

Although the accounting authority are primarily responsible for the financial affairs of the entity, they are supported by the
entity’s external auditors.

The external auditors are responsible for independently reviewing and reporting on the entity’s annual financial statements. 

The annual financial statements have been examined by the entity’s external auditors and their report is presented on  
page 179. The annual financial statements set out on page 190, which have been prepared on the going concern basis, were 
approved by the accounting authority on 05 August 2022 and were signed on its behalf by:

 _______________________                                   _______________________
Ms J Isaacs                                                                                                           Dr Litha Magingxa
Chairperson of the ARC Council                                                                   President and CEO
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2.  STATEMENT OF FINANCIAL PERFORMANCE
__________________________________________________________
Figures in Rand                                                                                                   Note(s)                                           2022                           2021 Restated*

Revenue	
Revenue from exchange transactions	
Sale of goods in agricultural activities	
Rendering of services	
Royalty income	
Rental of facilities and equipment	
Recoveries	
Other income	
Interest received	
Dividends or similar distributions received	

3
3

13 073 695
241 240 056

35 149 486
27 716 079

7 871 680
         8 865 837

30 989 689
13 511

13 653 184
245 653 327

39 307 747
39 673 982
26 175 562

8 564 342
21 666 258

25 814

Total revenue from exchange transactions 364 920 033 394 720 216

Revenue from non-exchange transactions
Transfer revenue
Government grants

 
 
4

 
 

1 029 145 971

 
 

985 817 006

Total revenue 5 1 394 066 004 1 380 537 222

Expenditure
Employee-related costs
Depreciation and amortisation
Finance costs
Lease rentals on operating lease
Operating and administrative expenses
Repairs and maintenance

6
7
8
9

10

 
(755 251 964)

(78 308 848)
(247 844)

(3 404 937)
(327 126 900)

(31 989 942)

 
(785 839 917) 

(75 288 560) 
(93 590) 

(4 388 295) 
(322 033 796) 

(28 343 605)

Total expenditure (1 196 330 435) (1 215 987 763)

Operating surplus	
Loss on disposal of assets and liabilities	
Gains on foreign exchange	
Fair value adjustment on other financial assets at fair value	
Actuarial gains/(losses)	
Gain on biological assets and agricultural produce	
Impairment loss	
Inventories losses/(write downs)

11
27
12
13

197 735 569
(9 158 677) 
(1 406 627) 

2 001 236 
(1 041 136) 

2 621 043 
(19 251 769) 

(2 836 986)

164 549 459 
(4 853 490) 

(458 518) 
1 329 557 

(1 815 831) 
6 132 639 
(358 631) 

(2 412 403)

(29 072 916) (2 436 677)

Surplus for the period 168 662 653 162 112 782

_______________________________________________________________________________________________________
*See Note 38



ARC Annual Report  2021/2022191

3.  STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2022 
_____________________________________________________________
Figures in Rand                                                                                                   Notes                                           2022                           2021 Restated*

Assets	
Current Assets
Inventories 
Operating lease asset
Receivables from exchange transactions
Prepayments
Cash and cash equivalents

14
15
16
17
18

18 665 835
4 702 748

122 589 412
6 385 577

796 969 462

20 797 579
3 633 063

128 820 615
7 129 194

502 162 930

949 313 034 662 543 381

Non Current Assets
Biological assets
Investment property
Property, plant and equipment
Intangible assets
Heritage assets
Living resources
Other financial assets
Prepayments

19
20
21
22
23
24
25
17

1 038 169
4 990 943

1 973 688 776
11 945 926

223 167
1 360 002
6 455 775

45 156

824 425
4 404 837

2 007 377 950
15 508 653

223 167
1 826 001
4 454 539

99 791

1 999 747 914 2 034 719 363

Total Assets 2 949 060 948 2 697 262 744

Liabilities
Current Liabilities
Operating lease liability
Payables from exchange transactions
VAT payable

15
26

20 356 
235 699 424

1 170 542

20 356
262 678 736

2 474 077

236 890 322 265 173 169

Non Current Liabilities
Employee benefit obligation
Conditional grants

27
28

11 533 555
484 805 506

11 228 000
372 532 347

496 339 061 383 760 347

Total Liabilities 733 229 383 648 933 516

Net Assets 2 215 831 565 2 048 329 228

Contributed capital
Reserves
Revaluation reserve
Self-insurance reserve
Accumulated surplus

29 

30

111 986 013 

1 011 273 600
4 572 286

1 087 999 666

111 986 013

1 011 273 600
5 732 604

919 337 011

Total Net Assets 2 215 831 565 2 048 329 228

 
 
 
 

_______________________________________________________________________________________________________
*See Note 38
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4.  STATEMENT OF CHANGES IN NET ASSETS 
______________________________________________________________

Figures in Rand
Contributed 

capital

Revaluation 

reserve

Insurance 

reserve

Total 

reserves

Accumulat-

ed surplus 

/ deficit

Total net  

assets

Balance at 01 April 2020

Changes in net assets

Revaluation of buildings

111 986 013

-

964 327 926

-

6 304 348

(571 744)

970 632 274

(571 744)

757 224 229

-

1 839 842 516

(571 744)

Net income (losses) recognised 

directly in net assets 

Surplus for the year

-

-

-

-

(571 744)

-

(571 744)

-

-

162 112 782

(571 744)

162 112 782

Total recognised income and expens-

es for the year 

Movement in reserves

-

-

-

46 945 674

(571 744)

-

(571 744)

46 945 674

162 112 782

-

161 541 038

46 945 674

Total changes - 46 945 674 (571 744) 46 373 930 162 112 782 208 486 712

Restated* Balance at 01 April 2021 

Changes in net assets

Surplus for the year

Movement in reserves

111 986 013

-

-

1 011 273 600

-

-

5 732 604

-

(1 160 318)

1 017 006 204

-

(1 160 318)

919 337 013

168 662 653

-

2 048 329 230

168 662 653

(1 160 318)

Total changes - - (1 160 318) (1 160 318) 168 662 653 167 502 335

Balance at 31 March 2022 111 986 913 1 011 273 600 4 572 286 1 015 845 886 1 087 999 666 2 215 831 565

Note(s) 29 30

 
 
_______________________________________________________________________________________________________
*See Note 38
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5.  CASH FLOW STATEMENT 
_____________________________________________________________
Annual Financial Statements for the year ended 31 March 2022
 
Figures in Rand                                                                                                   Notes                                           2022                           2021 Restated*

Cash flows from operating activities	
Receipts
Sale of goods and services
Grants
Interest income
Dividends or similar distributions received

320 675 562
1 140 648 289

30 989 689
13 511

363 635 646
1 086 886 957

21 666 258
25 814

1 492 327 051 1 472 214 675

Payments
Employee costs
Suppliers
Finance costs

(754 697 692)
(392 050 272)

(247 844)

(779 453 621)
(393 138 580)

(93 590)

(1 146 995 808) (1 172 685 791)

Net cash flows from operating activities 33 345 331 243 299 528 884

Cash flows from investing activities
Purchase of property, plant and equipment 
Purchase of other intangible assets

21
22

(46 740 511)
(3 784 200)

(36 366 978)
(6 934 624)

Net cash flows from investing activities (50 524 711) (43 301 602)

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

294 806 532
502 162 930

256 227 282
245 935 648

Cash and cash equivalents at the end of the year 18 796 969 462 502 162 930

The accounting policies on pages 195 to 228 and the notes on pages 228 to 266 form an integral part of the Annual Financial  
Statements.

______________________________________________________________________________________________________
*See Note 38
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6.  STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS 
_______________________________________________________________

Budget on Accrual Basis

Figures in Rand
Approved 

budget
Adjustments Final Budget

Actual amounts 

on compara-

ble basis

Difference be-

tween final bud-

get and actual

Refer-

ence

Statement of Financial Performance

Revenue

Revenue from exchange transactions

Sale of goods

Rendering of services

Royalty income

Rental of facilities and equipment

Recoveries

Other income

Interest received

Dividends received

34 148 376

293 733 721

33 560 910

53 118 940

19 324

26 114 045

27 800 000

31 235

-

-

-

-

-

-

-

-

34 148 376

293 733 721

33 560 910

53 118 940

19 324

26 115 045

27 800 000

31 235

13 073 695

241 240 056

35 149 486

27 716 079

7 871 680

8 865 837

30 989 689

13 511

(21 074 681)

(52 493 665)

1 588 576

(25 402 861)

7 852 356

(17 248 208)

3 189 689

(17 724)

#1

#2

#3

#4

#5

#6

#7

#8

Total revenue from exchange transactions 468 526 551 - 468 526 551 364 920 033 (103 606 518)

Revenue from non-exchange transactions

Transfer revenue

Government grants 1 002 288 000 - 1 002 288 000 1 029 145 971 26 857 971 #9

Total revenue 1 470 814 551 - 1 470 814 551 1 394 066 004 (76 748 547)

Expenditure

Personnel

Depreciation and amortisation

(Impairment loss) / Reversal of impairments	

Finance costs

Lease rentals on operating lease

Operating and administrative expenses

(806 743 719)

(63 566 975)

-

-

(6 798 104)

(468 969 943)

-

-

-

-

-

-

(806 743 719)

(63 566 975)

-

-

(6 798 104)

(468 969 943)

(755 251 964)

(78 308 848)

(19 251 769)

(247 844)

(3 404 937)

(359 116 842)

51 491 755

(14 741 873)

(19 251 769)

(247 844)

3 393 167

109 853 101

#10

#11

#12

#13

#14

#15

Total expenditure (1 346 078 741) - (1 346 078 741) (1 215 582 204) 130 496 537

Operating surplus

Gain/(Loss) on disposal of assets and liabilities

Loss on foreign exchange

Fair value adjustments

Actuarial gains/losses

Gain on biological assets and agricultural  

produce

Inventories losses/write downs

124 735 810

450 000

-

1 608 764

-

-

-

-

-

-

-

-

-

-

124 735 810

450 000

-

1 608 764

- 

-

 

-

178 483 800

(9 158 677)

(1 406 627)

2 001 236

(1 041 136)

2 621 043

(2 836 986)

53 747 990

(9 608 677)

(1 406 627)

392 472

(1 041 136)

2 621 043

(2 836 986)

#16

#17

#18

#19

#20

#21

2 058 764 - 2 058 764 (9 821 147) (11 879 911)

Surplus before taxation 126 794 574 - 126 794 574 168 662 653 41 868 079

Net Surplus/(Deficit)

Capital expenditure

126 794 574

(106 432 000)

-

-

126 794 574

(106 432 000)

168 662 653

(50 524 711)

41 868 079

55 907 289 #22

Net Operational Surplus/(Deficit) 20 362 574 - 20 362 574 118 137 942 97 775 368

The budget was approved by the ARC Council and submitted to the Executive Authority in terms of section 53(1) of the PFMA.  

(Both the annual budget and annual financial statements adopt an Accrual Basis). The budget amounts reflected excludes VAT.

#1 Demand was less than anticipated.

#2 The variance is due to delays in completing project activities resulting from COVID-19 restrictions, as well as lower demand of our services.

#3 The variance is due to lower royalties received than expected.

#4 Low occupational rate of our properties, due to decreased demand as a result of COVID-19 protocols.

#5 More recoveries from customer debt than was anticipated.
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#6 Demand of ad hoc products and services not taken up as anticipated.

#7 Interest rates hikes contributed to more interest earnings than was expected.

8# Covid-19 had an adverse effect on many organisations thus the decrease.

9# The variance is the Department of Science and Innovation (DSI) that was not budgeted.

10# The saving is due the delay in filling of vacancies and staff turnover.

11# The variance is due to assets previously measured at fair valued being reclassified to the cost model thus requiring depreciation charge 

to increase.

#12 Bad debts written off was not anticipated.

#13 Interest paid which was not anticipated.

#14 Some of the equipment contracts have come to an end and will not be renewed.

#15 Saving in operating and administration expenses, is linked to the under performing external income.

#16 The variance is due to loss experienced on scrapping of assets.

#17 Loss on foreign exchange was not anticipated.

#18 The variance is due to the improved share price of the JSE listed investments.

#19 Acturial losses were not anticipated.

#20 The variance is due to harvest of fruit and increase in biological assets.

#21 Losses and write-downs were not anticipated.

#22 Lower than anticipated level of asset acquisitions.

7.  ACCOUNTING POLICIES 
______________________________________________________________

1. PRESENTATION OF ANNUAL FINANCIAL STATEMENTS

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 91(1) of the Public Finance  
Management Act (Act 1 of 1999).

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand and 
rounded to the nearest rand.

Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted by a Standard
of GRAP.

A summary of the significant accounting policies, which have been consistently applied in the preparation of these annual 
financial statements, are disclosed below.

These accounting policies are consistent with the previous period.

1.1  ENTITY INFORMATION

The ARC is a national government business enterprise (enacted by the Agricultural Research Act,1990 (Act 86 of 1990)  
domiciled in the Republic of South Africa.

1.2  PRESENTATION CURRENCY

These annual financial statements are presented in South African Rand, which is the functional currency of the entity.
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Accounting Policies
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1.3  GOING CONCERN ASSUMPTION

These annual financial statements have been prepared on a going concern basis, and that the ARC will continue in operation 
and meet its obligations for at least the next 12 months.

1.4  SIGNIFICANT JUDGEMENTS AND SOURCES OF ESTIMATION UNCERTAINTY

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the applica-
tion of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates which 
may be material to the annual financial statements. Significant judgements include:

Other significant judgements, sources of estimation uncertainty and/or relating information, have been disclosed in the  
relating notes.

Impairment testing
The entity reviews and tests the carrying value of assets when events or changes in circumstances suggest that the carrying 
amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely indepen-
dent of cash flows of other assets and liabilities. If there are indications that impairment may have occurred, estimates are 
prepared of expected future cash flows for each group of assets. Expected future cash flows used to determine the value in use 
of tangible assets are inherently uncertain and could materially change over time. They are significantly affected by a number 
of factors including supply demand and other economic factors.

Provisions
Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in note - Provisions.

Property, plant and equipment and intangible assets
Property, plant and equipment and intangible assets are depreciated over their useful lives, taking into account residual val-
ues, where appropriate. The entity’s management determines useful lives, residual values and related depreciation charges for 
its property, plant and equipment (Including biological assets held for research) and intangible assets with reference to the es-
timated periods that the entity intends to derive future economic benefits from the use of these assets. The useful lives of the 
assets and residual values are assessed annually and may vary depending on a number of factors. In re-assessing asset useful 
lives, factors such as technological innovation and maintenance programs are taken into account. Residual value assessments 
consider issues such as future market conditions, the remaining life of the asset and projected disposal values. 

Post-retirement benefits
The present value of the post-retirement obligation depends on several factors that are determined on an actuarial basis 
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any 
changes in these assumptions will impact on the carrying amount of post-retirement obligations.

The entity determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to 
determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. In 
determining the appropriate discount rate, the entity considers the interest rates of high-quality corporate bonds that are 
denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of 
the related pension liability.

Other key assumptions for pension obligations are based on current market conditions. Additional information is disclosed 
in Note 27.



ARC Annual Report  2021/2022197

 

ARC Annual Financial Statements for the year ended 31 March 2022

Accounting Policies
_______________________________________________________________________________________

Biological Assets
In measuring fair value of biological assets, management estimates and judgements are required for determination of fair  
value. The determination of the fair value of a biological asset or agricultural produce may be facilitated by grouping  
biological assets or agricultural produce according to the significant attributes of the asset,  e.g. sorted by age or quality. The 
Company selects the attributes corresponding to the attributes used in the market as a basis for pricing.

If an active market exists for a biological asset or agricultural produce, the quoted market price is appropriate for determining 
the fair value. 

Stage of completion
In determining the stage of completion of a research project, management estimates the stage of completion based on work 
completed for as assessed by project leaders. This is then compared to costs incurred to date with appropriate revenue recog-
nition processed in the statement of financial performance. Consideration is given to any arrangements with funders to offset 
any costs incurred in excess of budgeted amounts.

Capitalisation of intellectual property
ARC generates royalty revenue from Intellectual Property (IP) including Plant Breeders’ Rights, Patents and a Design arising 
from research conducted (either by ARC employees or funded by ARC or research collaboration or industry funding). These 
are internally generated intangible assets; however, they arise as a result of research activities and not development activities 
as envisioned by paragraph 52 of GRAP 31.

ARC protects the IP in terms of the Act by registering the results of the research (either an improved variant or cultivars or 
other products) with the relevant authorities. ARC protects the IP in terms of the Intellectual Property Rights from Publicly 
Financed Research and Development Act of 2008. It is a requirement to protect IP as a publicly funded institution.

ARC does not intend to sell the IP nor to use the IP for its own use but rather holds the IP for use by third parties and earns 
royalties from the IP. The object from the results of the research conducted by ARC (either through employees or funded 
research by ARC) is generally to improve farming quality, either through more cost-effective techniques, better yield and/or 
better quality of product for all levels of farming including Small and Medium Enterprises.

Consequently, ARC does not recognise any internally generated intangible assets in the statement of financial position but 
expenses all research costs when incurred.

1.5  TRANSFER OF FUNCTIONS BETWEEN ENTITIES UNDER COMMON CONTROL

Definitions 
An acquirer is the entity that obtains control of the acquiree or transferor.

Carrying amount of an asset or liability is the amount at which an asset or liability is recognised in the statement of financial 
position.

Control is the power to govern the financial and operating policies of another entity so as to benefit from its activities.

A function is an integrated set of activities that is capable of being conducted and managed for purposes of achieving an 
entity’s objectives, either by providing economic benefits or service potential.

A merger is the establishment of a new combined entity in which none of the former entities obtains control over any other 
and no acquirer can be identified.
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Transfer date is the date on which the acquirer obtains control of the function and the transferor loses control of that function.

A transfer of functions is the reorganisation and/or the re-allocation of functions between entities by transferring functions  
between entities or into another entity.

A transferor is the entity that relinquishes control of a function.

Common control  -  For a transaction or event to occur between entities under common control, the transaction or event 
needs to be undertaken between entities within the same sphere of government or between entities that are part of the same  
economic entity. Entities that are ultimately controlled by the same entity before and after the transfer of functions are within 
the same economic entity.

A function is an integrated set of activities that is capable of being conducted and managed for purposes of achieving an enti-
ty‘s objectives, either by providing economic benefits or service potential. A function consists of inputs and processes applied 
to those inputs that have the ability to create outputs. A function can either be a part or a portion of an entity or can consist of 
the whole entity. Although functions may have outputs, outputs are not required to qualify as a function. The three elements 
of a function are defined as follows:

•	 Input: Any resource that creates, or has the ability to create, outputs when one or more processes are applied to it. 

•	 Process: Any system, standard, protocol, convention or rule that when applied to an input or inputs, creates or has the 
ability to create outputs.

•	 Output: The result of inputs and processes applied to achieve and improve efficiency. This may be in the form of achiev-
ing service delivery objectives, or the delivery of goods and/or services.

Identifying the acquirer and transferor 
For each transfer of functions between entities under common control an acquirer and transferor are identified. All relevant 
facts and circumstances are considered in identifying the acquirer and transferor.

The terms and conditions of a transfer of functions undertaken between entities under common control are set out in a bind-
ing arrangement. The binding arrangement governing the terms and conditions of a transfer of functions may identify which 
entity to the transaction or event is the transferor(s) and which entity is the acquirer. Where the binding arrangement does not 
clearly identify the acquirer or the transferor, the behaviour or actions of the entities may indicate which entity is the acquirer 
and which entity is the transferor.

Determining the acquirer includes a consideration of, amongst other things, which of the entities involved in the transfer of 
functions initiated the transaction or event, the relative size of the entities, as well as whether the assets or revenue of one of 
the entities involved in the transaction or event significantly exceed those of the other entities. If no acquirer can be identified, 
the transaction or event is accounted for in terms of the Standard of GRAP on Mergers.

Determining the transfer date 
The acquirer and the transferor identify the transfer date, which is the date on which the acquirer obtains control and the 
transferor loses control of that function.

All relevant facts and circumstances are considered in identifying the transfer date.

Assets acquired [transferred] and liabilities assumed [relinquished] 
The recognition of assets and liabilities, is subject to the following conditions:

The assets acquired and the liabilities assumed are part of what had been agreed in terms of the binding arrangement (if  
applicable), rather than the result of separate transactions.
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Determining what is part of the transfer of functions transaction 
Where the entity and the transferor have a pre-existing relationship before or when negotiations for a transfer of functions 
began, or where a binding arrangement is entered into during the negotiations that are separate from a transfer of functions, 
any amounts that are not part of what were transferred in a transfer of functions are identified. This policy only applies to the 
consideration transferred and the assets acquired and liabilities assumed in a transfer of functions as governed by the terms 
and conditions of the binding arrangement.

The following factors are considered, which are neither mutually exclusive nor individually conclusive, to determine whether 
a transaction is part of a transfer or function or whether the transaction is separate:

•	 the reasons for the transaction; and 

•	 the timing of the transaction.

Accounting by the entity as acquirer 

Initial recognition and measurement
As of the transfer date, the entity recognises the purchase consideration paid to the transferor and all the assets acquired 
and liabilities assumed in a transfer of functions. The assets acquired and liabilities assumed are measured at their carrying 
amounts.

If, prior to the transfer of functions, the transferor was not applying the accrual basis of accounting, the transferor changes its 
basis of accounting to the accrual basis of accounting prior to the transfer.

The consideration paid by the entity can be in the form of cash, cash equivalents or other assets. If the consideration paid is in 
the form of other assets, the entity de-recognises such assets on the transfer date at their carrying amounts.

The difference between the carrying amounts of the assets acquired, the liabilities assumed and the consideration paid to the 
transferor, is recognised in accumulated surplus or (deficit).

Measurement period 
If the initial accounting for a transfer of functions is incomplete by the end of the reporting period in which the transfer occurs, 
the entity reports in its annual financial statements provisional amounts for the items for which the accounting is incomplete. 
During the measurement period, the entity retrospectively adjusts the provisional amounts recognised at the transfer date to 
reflect new information obtained about facts and circumstances that existed as of the transfer date and, if known, would have 
affected the measurement of the amounts recognised as of that date. The measurement period ends as soon as the entity 
receives the information it was seeking about facts and circumstances that existed as of the transfer date or learns that more 
information is not obtainable. However, the measurement period does not exceed two years from the transfer date.

The entity considers all relevant factors in determining whether information obtained after the transfer date should result in 
an adjustment to the provisional amounts recognised or whether that information results from events that occurred after the 
transfer date.

The entity recognises an increase (decrease) in the provisional amount recognised for an asset (liability) by means of  
decreasing (increasing) the excess of the purchase consideration paid over the carrying amount of the assets acquired and 
liabilities assumed previously recognised in accumulated surplus or deficit. However, new information obtained during the 
measurement period may sometimes result in an adjustment to the provisional amount of more than one asset or liability.

During the measurement period, the entity recognises adjustments to the provisional amounts as if the accounting for the 
transfer of functions had been completed at the transfer date. Thus, the entity revises comparative information for prior  
periods presented in annual financial statements as needed, including making any change in depreciation, amortisation or 



ARC Annual Report 2021/2022 200

ARC Annual Financial Statements for the year ended 31 March 2022

Accounting Policies
_______________________________________________________________________________________

other income effects recognised in completing the initial accounting.

After the measurement period ends, the entity revises the accounting for a transfer of functions only to correct an error in  
accordance with the Standard of GRAP on Accounting Policies, Changes in Accounting Estimates and Errors.

Subsequent measurement 
The entity subsequently measures any assets acquired and any liabilities assumed in a transfer of functions in accordance with 
the applicable Standards of GRAP.

At the transfer date, the entity classifies or designates the assets acquired and liabilities assumed as necessary to apply other 
Standards of GRAP subsequently. The entity makes those classifications or designations on the basis of the terms of the bind-
ing arrangement, economic conditions, its operating or accounting policies and other relevant conditions that exist at the 
transfer date. An exception is that the entity classifies the following contracts on the basis of the contractual terms and other 
factors at the inception of the contract (or, if the terms of the contract have been modified in a manner that would change its 
classification, at the date of that modification, which might be the transfer date):

•	 classification of a lease contract as either an operating lease or a finance lease in accordance with the Standard of GRAP 
on Leases; and 

•	 classification of a contract as an insurance contract in accordance with the International Financial Reporting Standard 
on Insurance Contracts.

1.6  BIOLOGICAL ASSETS
 
The entity recognises biological assets or agricultural produce when, and only when:

•	 the entity controls the asset as a result of past events; 
•	 it is probable that future economic benefits or service potential associated with the asset will flow to the entity; and
•	 the fair value or cost of the asset can be measured reliably..

Biological assets are measured at their fair value less costs to sell.

The fair value of livestock is determined based on market prices of livestock of similar age, breed, and genetic merit.

The fair value of milk is determined based on market prices in the local area.

The fair value of the vine/pine plantations is based on the combined fair value of the land and the vines/pine trees. The fair 
value of the raw land and land improvements is then deducted from the combined fair value to determine the fair value of 
the vines/pine trees.

A gain or loss arising on initial recognition of biological assets or agricultural produce at fair value less costs to sell and from a 
change in fair value less costs to sell of biological assets is included in surplus or (deficit) for the period in which it arises.

Where market determined prices or values are not available, the present value of the expected net cash inflows from the asset, 
discounted at a current market-determined pre-tax rate where applicable is used to determine fair value.

1.7  INVESTMENT PROPERTY

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital appreci-
ation or both, rather than for:

•	 use in the production or supply of goods or services;
•	 administrative purposes; or
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•	 sale in the ordinary course of operations.

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative  
purposes.

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential that 
are associated with the investment property will flow to the entity, and the cost or fair value of the investment property can 
be measured reliably.

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement.

Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of acquisi-
tion.
Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a property. 
If a replacement part is recognised in the carrying amount of the investment property, the carrying amount of the replaced 
part is derecognised.

Cost model
Investment property is carried at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is provided to write down the cost, less estimated residual value by equal instalments over the useful life of the 
property, which is as follows:

Item Useful life

Property - land Indefinite

Property - buildings 40 - 70 years

Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use and 
no future economic benefits or service potential are expected from its disposal.

The entity separately discloses expenditure to repair and maintenance investment property in the notes to the annual finan-
cial statements (see note 20).

1.8  PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period.

Property, plant and equipment comprises of land, buildings, machinery and farming equipment, office furniture and  
equipment, motor vehicles and aircraft, computer equipment, infrastructure, laboratory equipment, bearer plants, buffalo 
and horse.

The cost of an item of property, plant and equipment is recognised as an asset when:

•	 it is probable that future economic benefits or service potential associated with the item will flow to the entity; and 

•	 the cost of the item can be measured reliably.
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Property, plant and equipment is initially measured at cost.

The cost of an item of property, plant and equipment  is the purchase price and other costs attributable to bring the asset 
to the location and condition necessary for it to be capable of operating in the manner intended by management. Trade dis-
counts and rebates are deducted in arriving at the cost.

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition.

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or 
a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the  
acquired item’s fair value was not determinable, it’s deemed cost is the carrying amount of the asset(s) given up.

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for 
as separate items (major components) of property, plant and equipment . 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised.

The fruit trees are bearer plants under the definition in Standard of GRAP 27 Agriculture and therefore presented and  
accounted for as property, plant and equipment. Costs capitalised to bearer assets (Fruit trees: i.e banana palms, deciduous 
and macadamia trees) include all direct costs of land preparation and planting.

Items such as spare parts, standby equipment and servicing equipment are recognised when they meet the definition of  
property, plant and equipment .

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses.

Land and buildings is carried at revalued amount, being the fair value at the date of revaluation less any subsequent  
accumulated depreciation and subsequent accumulated impairment losses.

When an item of property, plant and equipment  is revalued, any accumulated depreciation at the date of the revaluation is 
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset.

Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The increase 
is recognised in surplus or (deficit) to the extent that it reverses a revaluation decrease of the same asset previously recognised 
in surplus or deficit.

The revaluation surplus in equity related to a specific item of property, plant and equipment  is transferred directly to retained 
earnings when the asset is derecognised.

Property, plant and equipment are depreciated on the straight-line basis over their expected useful lives to their estimated 
residual value.
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The useful lives of items of property, plant and equipment  have been assessed as follows:

Item Depreciation method Average useful life

Land Straight line Not depreciated

Buildings Straight line 3 to 70 years

Machinery and farming equipment Straight line 3 to 60 years

Office furniture and equipment Straight line 5 to 30 years

Motor vehicles and aircraft Straight line 4 to 20 years

Computer equipment Straight line 3 to 15 years

Infrastructure Straight line 10 to 60 years

Laboratory equipment Straight line 5 to 60 years

Bearer plants Straight line 4 to 50 years

Buffalo Straight line 23 years

Horse Straight line 30 years

The depreciable amount of an asset is allocated on a systematic basis over its useful life.

Each part of an item of property, plant and equipment  with a cost that is significant in relation to the total cost of the item is 
depreciated separately.

The entity assesses at each reporting date whether there is any indication that the entity expectations about the residual 
value and the useful life of an asset have changed since the preceding reporting date. If any such indication exists, the entity 
revises the expected useful life and/or residual value accordingly. The change is accounted for as a change in an accounting 
estimate.

The depreciation charge for each period is recognised in surplus or (deficit) unless it is included in the carrying amount of  
another asset.

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further econom-
ic benefits or service potential expected from the use of the asset.

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or (deficit) 
when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment is 
determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item.

The entity separately discloses expenditure to repair and maintain property, plant and equipment  in the notes to the financial 
statements (see note 21).

The entity discloses relevant information relating to assets under construction or development, in the notes to the financial 
statements (see note 21).

1.9  INTANGIBLE ASSETS
 
An intangible asset is recognised when:

•	 it is probable that the expected future economic benefits or service potential that are attributable to the asset will flow 
to the entity; and

•	 the cost or fair value of the asset can be measured reliably.
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The entity assesses the probability of expected future economic benefits or service potential using reasonable and support-
able assumptions that represent management’s best estimate of the set of economic conditions that will exist over the useful 
life of the asset.

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is mea-
sured at its fair value as at that date.

The entity has registered a number of patents, Plant Breeders’ Rights and designs emanating from the research conducted or 
funded by ARC in terms of Agricultural Research Act as amended in order to protect the Intellectual Property derived from the 
research. ARC does not capitalise the research costs incurred but expenses these costs in terms of GRAP 31: Intangible Assets, 
as the criteria to capitalise these assets as development costs has not been met.

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred.

An intangible asset arising from development (or from the development phase of an internal project) is recognised when:

•	 it is technically feasible to complete the asset so that it will be available for use or sale;
•	 there is an intention to complete and use or sell it;
•	 there is an ability to use or sell it;
•	 it will generate probable future economic benefits or service potential;
•	 there are available technical, financial and other resources to complete the development and to use or sell the asset; 

and
•	 the expenditure attributable to the asset during its development can be measured reliably.

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses.

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no foreseeable 
limit to the period over which the asset is expected to generate net cash inflows or service potential. Amortisation is not pro-
vided for these intangible assets, but they are tested for impairment annually and whenever there is an indication that the 
asset may be impaired. For all other intangible assets amortisation is provided on a straight-line basis over their useful life.

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date.

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result, the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life.

Amortisation is provided to write down the intangible assets, on a straight-line basis, to their residual values as follows:

Item Depreciation method Average useful life

Computer software Straight line 3 to 10 years

The entity discloses relevant information relating to assets under construction or development, in the notes to the financial 
statements (see note 22).

Intangible assets are derecognised:

•	 on disposal; or
•	 when no future economic benefits or service potential are expected from its use or disposal.
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The gain or loss arising from the derecognition of intangible assets is included in surplus or deficit when the asset is 
derecognised (unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).

1.10  HERITAGE ASSETS

Carrying amount is the amount at which an asset is recognised after deducting accumulated impairment losses.

Class of heritage assets means a grouping of heritage assets of a similar nature or function in an entity’s operations that is 
shown as a single item for the purpose of disclosure in the annual financial statements. 

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the 
time of its acquisition or construction or, where applicable, the amount attributed to that asset when initially recognised in 
accordance with the specific requirements of other Standards of GRAP.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties 
in an arm’s length transaction.

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic signifi-
cance and are held indefinitely for the benefit of present and future generations.

An impairment loss of a non-cash-generating asset is the amount by which the carrying amount of an asset exceeds its  
recoverable service amount.

Recognition
The entity recognises a heritage asset as an asset if it is probable that future economic benefits or service potential associated 
with the asset will flow to the entity, and the cost or fair value of the asset can be measured reliably.

Initial measurement
Heritage assets are measured at cost.

Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the date of 
acquisition.

Subsequent measurement 
After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses.

Impairment
The entity assesses at each reporting date whether there is an indication that it may be impaired. If any such indication exists, 
the entity estimates the recoverable amount or the recoverable service amount of the heritage asset.

Derecognition
The entity derecognises heritage asset on disposal, or when no future economic benefits or service potential are expected 
from its use or disposal.

The gain or loss arising from the derecognition of a heritage asset is included in surplus or  deficit when the item is derecognised 
(unless the Standard of GRAP on leases requires otherwise on a sale and leaseback).
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1.11  FINANCIAL INSTRUMENTS

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual inter-
est of another entity.

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is mea-
sured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective interest 
method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or using 
an allowance account) for impairment or uncollectability.

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge 
an obligation.

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
foreign exchange rates.

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity’s statement of finan-
cial position.

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability (or group 
of financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life 
of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial 
liability. When calculating the effective interest rate, an entity shall estimate cash flows considering all contractual terms of 
the financial instrument (for example, prepayment, call and similar options) but shall not consider future credit losses. The cal-
culation includes all fees and points paid or received between parties to the contract that are an integral part of the effective 
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums 
or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial instruments can 
be estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected 
life of a financial instrument (or group of financial instruments), the entity shall use the contractual cash flows over the full 
contractual term of the financial instrument (or group of financial instruments).

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties 
in an arm’s length transaction.

A financial asset is:

•	 cash;
•	 a residual interest of another entity; or
•	 a contractual right to:

◊	 receive cash or another financial asset from another entity; or
◊	 exchange financial assets or financial liabilities with another entity under conditions that are potentially favourable 

to the entity.

A financial liability is any liability that is a contractual obligation to:
•	 deliver cash or another financial asset to another entity; or
•	 exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity.

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes 
in market interest rates.
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Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset.

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in  
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk.

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors 
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the 
market.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset 
or financial liability. An incremental cost is one that would not have been incurred if the entity had not acquired, issued or 
disposed of the financial instrument.

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that have fixed 
or determinable payments, excluding those instruments that:

•	 the entity designates at fair value at initial recognition; or
•	 are held for trading.

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, 
and whose fair value cannot be reliably measured.

Classification
The entity has the following types of financial assets (classes and category) as reflected on the face of the statement of finan-
cial position or in the notes thereto:
	

Class		                                                        Category	
Cash and cash equivalents	                                    Financial asset measured at amortised cost	
Trade and other receivables	                                    Financial asset measured at amortised cost	
Other financial asset		                    Financial asset measured at fair value	
Other financial asset		                    Financial asset measured at cost	

	
The entity has the following types of financial liabilities (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto:
	

Class		                                                       Category	
Trade and other payables		                   Financial liability measured at amortised cost	

Recognition and measurement
Financial assets and liabilities are recognised when the entity becomes a party to the contractual provisions of the instru-
ments. The ARC recongises financial assets using trade date accounting.

Financial assets and liabilities are initially measured at fair value when the entity is a party to a contractual arrangement.  
Subsequent to initial recognition these instruments are measured as set out above.
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1.12  STATUTORY RECEIVABLES

Identification
Statutory receivables are receivables that arise from legislation, supporting regulations, or similar means, and require settle-
ment by another entity in cash or another financial asset.

Carrying amount is the amount at which an asset is recognised in the statement of financial position.

The cost method is the method used to account for statutory receivables that requires such receivables to be measured at 
their transaction amount, plus any accrued interest or other charges (where applicable) and, less any accumulated impair-
ment losses and any amounts derecognised.

The transaction amount for a statutory receivable means the amount specified in, or calculated, levied or charged in accor-
dance with, legislation, supporting regulations, or similar means.

Recognition
The entity recognises statutory receivables as follows:

•	 if the transaction is an exchange transaction, using the policy on Revenue from exchange transactions;
•	 if the transaction is a non-exchange transaction, using the policy on Revenue from non-exchange transactions (Taxes 

and transfers); or
•	 if the transaction is not within the scope of the policies listed in the above or another Standard of GRAP, the receivable 

is recognised when the definition of an asset is met and, when it is probable that the future economic benefits or ser-
vice potential associated with the asset will flow to the entity and the transaction amount can be measured reliably.

Initial measurement
The entity initially measures statutory receivables at their transaction amount.

Subsequent measurement
The entity measures statutory receivables after initial recognition using the cost method. Under the cost method, the initial 
measurement of the receivable is changed subsequent to initial recognition to reflect any:

•	 interest or other charges that may have accrued on the receivable (where applicable);
•	 impairment losses; and
•	 amounts derecognised.

Derecognition
The entity derecognises a statutory receivable, or a part thereof, when:

•	 the rights to the cash flows from the receivable are settled, expire or are waived;
•	 the entity transfers to another party substantially all of the risks and rewards of ownership of the receivable; or
•	 the entity, despite having retained some significant risks and rewards of ownership of the receivable, has transferred 

control of the receivable to another party and the other party has the practical ability to sell the receivable in its entirety 
to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose additional 
restrictions on the transfer. In this case, the entity:

◊	 derecognises the receivable; and
◊	 recognises separately any rights and obligations created or retained in the transfer.

The carrying amounts of any statutory receivables transferred are allocated between the rights or obligations retained and 
those transferred on the basis of their relative fair values at the transfer date. The entity considers whether any newly-cre-
ated rights and obligations are within the scope of the Standard of GRAP on Financial Instruments or another Standard of 
GRAP. Any difference between the consideration received and the amounts derecognised and, those amounts recognised, are  
recognised in surplus or deficit in the period of the transfer.
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1.13  TAX

Tax expenses
The ARC is exempt from income tax in terms of section 10(1) (a) of the Income Tax Act (Act no. 58 1962).

Value added tax
The entity is subject to a value added tax (“VAT”) of 15% for the sale of goods and services. The amount of VAT liability is  
determined by applying the applicable tax rate to the invoiced amount of the sale of goods and services (output VAT) less VAT
paid on purchases made with the relevant supporting invoices (input VAT). The entity reports revenue net value added tax for
all the periods presented in the statement of financial performance.

1.14  LEASES

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership.

The ARC has entered into commercial property leases on land and buildings and it retains all the significant risks and rewards 
of ownership of the properties. The ARC accounts for these contracts as operating lease, with the ARC being a lessor. On the 
other hand, the ARC leases premises occupied by staff in regional offices, where it does not retain all the significant risks and 
rewards of ownership of these properties and so accounts for these contracts as operating leases, with the ARC being a lessee.

Operating leases - lessor
Operating lease revenue is recognised as revenue on a straight-line basis over the lease term.

Income for leases is disclosed under revenue in statement of financial performance.

Operating leases - lessee
Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability.

1.15  INVENTORIES

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then 
their costs are their fair value as at the date of acquisition.

Subsequently, inventories are measured at the lower of cost and net realisable value.

Inventories are measured at the lower of cost and current replacement cost where they are held for;
•	 distribution at no charge or for a nominal charge; or
•	 consumption in the production process of goods to be distributed at no charge or for a nominal charge.

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution.

Current replacement cost is the cost the entity incurs to acquire the asset on the reporting date.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the inven-
tories to their present location and condition.
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The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all inventories 
having a similar nature and use to the entity.

Consumable stores are valued at the lower of cost and current replacement cost. Research Livestock is valued at the lower of 
cost or net realisable value. Cost of work in progress and finished goods includes direct costs and an appropriate allocation of 
overheads based on normal production levels.

Inventories comprising agricultural produce that an entity has harvested from its biological assets shall be measured on initial
recognition at their fair value less costs to sell at the point of harvest.This is the cost of the inventories at that date for applica-
tion of this Standard.

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement 
cost and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal occurs.

1.16  IMPAIRMENT OF CASH-GENERATING ASSETS

Cash-generating assets are assets used with the objective of generating a commercial return. Commercial return means that 
positive cash flows are expected to be significantly higher than the cost of the asset.

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation).

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any ac-
cumulated depreciation and accumulated impairment losses thereon.

A cash-generating unit is the smallest identifiable group of assets used with the objective of generating a commercial return 
that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or groups 
of assets.

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income 
tax expense.

Identification
When the carrying amount of a cash-generating asset exceeds its recoverable amount, it is impaired.

The entity assesses at each reporting date whether there is any indication that a cash-generating asset may be impaired. If any 
such indication exists, the entity estimates the recoverable amount of the asset.

Irrespective of whether there is any indication of impairment, the entity also tests a cash-generating intangible asset with an 
indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an intangible 
asset was initially recognised during the current reporting period, that intangible asset was tested for impairment before the 
end of the current reporting period.
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Value in use
Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from its disposal at the end of its useful life.

When estimating the value in use of an asset, the entity estimates the future cash inflows and outflows to be derived from 
continuing use of the asset and from its ultimate disposal and the entity applies the appropriate discount rate to those future 
cash flows.

Recognition and measurement (individual asset)
If the recoverable amount of a cash-generating asset is less than its carrying amount, the carrying amount of the asset is re-
duced to its recoverable amount. This reduction is an impairment loss.

An impairment loss is recognised immediately in surplus or (deficit).

Any impairment loss of a revalued cash-generating asset is treated as a revaluation decrease.

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset to which 
it relates, the entity recognises a liability only to the extent that is a requirement in the Standard of GRAP.

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted 
in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life.

Reversal of impairment loss
The entity assesses at each reporting date whether there is any indication that an impairment loss recognised in prior periods 
for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the entity estimates the 
recoverable amount of that asset.

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the esti-
mates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying amount 
of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased carrying 
amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying amount that would have 
been determined (net of depreciation or amortisation) had no impairment loss been recognised for the asset in prior periods.

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or (deficit).

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase.

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life.

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of impairment losses for 
individual assets. No part of the amount of such a reversal is allocated to a non-cash-generating asset contributing service 
potential to a cash-generating unit.
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In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an asset is not increased above 
the lower of:

•	 its recoverable amount (if determinable); and
•	 the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 

been recognised for the asset in prior periods.

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata 
to the other assets of the unit.

1.17  CONTRIBUTED CAPITAL
 
The capital fund represents the amount of net assets at the date of transfer from the government to the ARC.

1.18  EMPLOYEE BENEFITS
 
Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees.

Termination benefits are employee benefits payable as a result of either:
•	 an entity’s decision to terminate an employee’s employment before the normal retirement date; or
•	 an employee’s decision to accept voluntary redundancy in exchange for those benefits.

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) 
that are not due to be settled within twelve months after the end of the period in which the employees render the related 
service.

Vested employee benefits are employee benefits that are not conditional on future employment.

A constructive obligation is an obligation that derives from an entity’s actions whereby an established pattern of past practice, 
published policies or a sufficiently specific current statement, the entity has indicated to other parties that it will accept certain 
responsibilities and as a result, the entity has created a valid expectation on the part of those other parties that it will discharge 
those responsibilities.

Short-term employee benefits
The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as paid vacation 
leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the period in which the 
service is rendered and are not discounted.

Short-term employee benefits include items such as:
•	 wages, salaries and social security contributions;
•	 short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the  

absences is due to be settled within twelve months after the end of the reporting period in which the employees ren-
der the related employee service;

•	 bonus, incentive and performance related payments payable within twelve months after the end of the reporting pe-
riod in which the employees render the related service; and 

•	 non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars and 
cellphones) for current employees.
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When an employee has rendered service to the entity during a reporting period, the entity recognises the undiscounted 
amount of short-term employee benefits expected to be paid in exchange for that service:

•	 as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the un-
discounted amount of the benefits, the entity recognises that excess as an asset (prepaid expense) to the extent that 
the pre-payment will lead to, for example, a reduction in future payments or a cash refund; and

•	 as an expense unless another standard requires or permits the inclusion of the benefits in the cost of an asset.

The expected cost of compensated absences is recognised as an expense as the employees render services that increase their 
entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity measures the expected cost 
of accumulating compensated absences as the additional amount that the entity expects to pay as a result of the unused 
entitlement that has accumulated at the reporting date.

The entity recognises the expected cost of bonus, incentive and performance related payments when the entity has a present 
legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the obligation can 
be made. A present obligation exists when the entity has no realistic alternative but to make the payments.

Post-employment benefits
Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion 
of employment.

Post-employment benefit plans are formal or informal arrangements under which an entity provides post-employment  
benefits for one or more employees.

Post-employment benefits: Defined contribution plans
Payments to defined contribution retirement benefit plans are charged as an expense as they fall due.

Payments made to industry-managed (or state plans) retirement benefit schemes are dealt with as defined contribution plans 
where the entity’s obligation under the schemes is equivalent to those arising in a defined contribution retirement benefit 
plan.

Post-employment benefits: Defined benefit plans
Defined benefit plans are post-employment benefit plans other than defined contribution plans.

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial  
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring its defined 
benefit liability the entity recognises actuarial gains and losses in surplus or deficit in the reporting period in which they occur.

Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in 
the current period.

Interest cost is the increase during a period in the present value of a defined benefit obligation which arises because the  
benefits are one period closer to settlement.

Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods,  
resulting in the current period from the introduction of, or changes to, post-employment benefits or other long-term employ-
ee benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the 
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring its defined benefit liability the entity recognises past service cost as an expense 
in the reporting period in which the plan is amended.
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The present value of a defined benefit obligation is the present value, without deducting any plan assets, of expected future 
payments required to settle the obligation resulting from employee service in the current and prior periods.

The amount recognised as a defined benefit liability is the net total of the following amounts: 
•	 the present value of the defined benefit obligation at the reporting date;
•	 minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly;
•	 plus any liability that may arise as a result of a minimum funding requirement.

Any adjustments arising from the limit above is recognised in surplus or deficit.

The entity recognises the net total of the following amounts in surplus or deficit, except to the extent that another Standard 
requires or permits their inclusion in the cost of an asset:

•	 current service cost;
•	 interest cost;
•	 actuarial gains and losses;
•	 past service cost;
•	 the effect of any curtailments or settlements; and
•	 the effect of applying the limit on a defined benefit asset (negative defined benefit liability).

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the  
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known 
as the accrued benefit method pro-rated on service or as the benefit/years of service method) sees each period of service 
as giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation.

In determining the present value of its defined benefit obligations and the related current service cost and, where applicable, 
past service cost, an entity shall attribute benefit to periods of service under the plan’s benefit formula. However, if an employ-
ee’s service in later years will lead to a materially higher level of benefit than in earlier years, an entity shall attribute benefit 
on a straight line basis from:

•	 the date when service by the employee first leads to benefits under the plan (whether or not the benefits are condi-
tional on further service); until

•	 the date when further service by the employee will lead to no material amount of further benefits under the plan, other 
than from further salary increases.

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the 
valuation are updated for any material transactions and other material changes in circumstances (including changes in market 
prices and interest rates) up to the reporting date.

Before determining the effect of a curtailment or settlement, the entity re-measure the obligation (and the related plan assets, 
if any) using current actuarial assumptions (including current market interest rates and other current market prices).

Other post retirement obligations
The entity provides post-retirement health care benefits and gratuities upon retirement to some retirees.

The ARC provides post-retirement medical benefits to qualifying employees. The expected costs of these benefits are deter-
mined using an accounting methodology similar to that of defined benefit pension plans, with actuarial valuations carried out 
every year. Contributions are made to the relevant funds over the expected service lives of the employees entitled to those 
funds. The estimated cost of providing such benefits is charged to the statement of financial performance on a systematic 
basis over the employees’ working lives within the ARC.
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The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement age 
and the completion of a minimum service period. The expected costs of these benefits are accrued over the period of em-
ployment. Independent qualified actuaries carry out valuations of these obligations. The municipality also provides a gratuity 
and housing subsidy on retirement to certain employees. An annual charge to income is made to cover both these liabilities.

The amount recognised as a liability for other long-term employee benefits is the net total of the following amounts:
•	 the present value of the defined benefit obligation at the reporting date;
•	 minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly.

The entity shall recognise the net total of the following amounts as expense or revenue, except to the extent that another  
Standard requires or permits their inclusion in the cost of an asset:

•	 current service cost;
•	 interest cost;
•	 the expected return on any plan assets and on any reimbursement recognised as an asset;
•	 actuarial gains and losses, which shall all be recognised immediately;
•	 past service cost, which shall all be recognised immediately; and
•	 the effect of any curtailments or settlements.

Independent qualified actuaries carry out valuations of these obligations.

Long-term employee benefits
The liability for employees’ entitlements to long service leave represents the present value of the estimated future cash  
outflows resulting from employees’ services provided to the reporting date.

In determining the liability for employee benefits, consideration has been given to future increases in wage and salary rates, 
and ARC’s experience with staff turnover.

1.19  PROVISIONS AND CONTINGENCIES

Provisions are recognised when:
•	 the entity has a present obligation as a result of a past event;
•	 it is probable that an outflow of resources embodying economic benefits or service potential will be required to settle 

the obligation; and
•	 a reliable estimate can be made of the obligation.

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the reporting date.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle 
the obligation.

Provisions are not recognised for future operating surplus (deficit).

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 
•	 necessarily entailed by the restructuring; and
•	 not associated with the ongoing activities of the entity.
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No obligation arises as a consequence of the sale or transfer of an operation until the entity is committed to the sale or trans-
fer, that is, there is a binding arrangement.

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are sub-
sequently measured at the higher of:

•	 the amount that would be recognised as a provision; and 
•	 the amount initially recognised less cumulative amortisation.

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 37.

1.20  COMMITMENTS

Items are classified as commitments when an entity has committed itself to future transactions that will normally result in the 
outflow of cash.

Disclosures are required in respect of unrecognised contractual commitments.

Commitments for which disclosure is necessary to achieve a fair presentation should be disclosed in a note to the financial  
statements, if both the following criteria are met:

•	 Contracts should be non-cancellable or only cancellable at significant cost (for example, contracts for computer or  
building maintenance services); and

•	 Contracts should relate to something other than the routine, steady, state business of the entity - therefore salary  
commitments relating to employment contracts or social security benefit commitments are excluded.

1.21  REVENUE FROM EXCHANGE TRANSACTIONS

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in 
an increase in net assets, other than increases relating to contributions from owners.

An exchange transaction is one in which the entity receives assets or services, or has liabilities extinguished, and directly gives 
approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties 
in an arm’s length transaction.

Measurement
Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates.

The amount of revenue arising on a transaction which is statutory (non-contractual) in nature is usually measured by  
reference to the relevant legislation, regulation or similar means. The fee structure, tariffs or calculation basis specified in 
legislation, regulation or similar means is used to determine the amount of revenue that should be recognised. This amount 
represents the fair value, on initial measurement, of the consideration received or receivable for revenue that arises from a 
statutory (non-contractual) arrangement (see the accounting policy on Statutory Receivables).

Rental of facilities and equipment
Rental income of facilities and equipment from tenants is recognised in the statement of financial performance on a straight 
line basis over the term of lease agreement. Lease incentives granted are recognised as an integral part of the total rental 
income, over the term of the lease agreement.
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Sale of goods
Revenue from the sale of goods is recognised when all the following conditions have been satisfied:

•	 the entity has transferred to the purchaser the significant risks and rewards of ownership of the goods;
•	 the entity retains neither continuing managerial involvement to the degree usually associated with ownership nor 

effective control over the goods sold;
•	 the amount of revenue can be measured reliably;
•	 it is probable that the economic benefits or service potential associated with the transaction will flow to the entity; and
•	 the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services
When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with the 
transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome of a 
transaction can be estimated reliably when all the following conditions are satisfied:

•	 the amount of revenue can be measured reliably;
•	 it is probable that the economic benefits or service potential associated with the transaction will flow to the entity;
•	 the stage of completion of the transaction at the reporting date can be measured reliably; and
•	 the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight-line basis over the specified time frame unless there is evidence that some other method better represents the stage 
of completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until 
the significant act is executed.

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable.

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of com-
pletion is determined by the proportion that costs incurred to date bear to the total estimated costs of the transaction.

Diagnostic service revenue is recognised by reference to the stage of completion of the tests at the reporting date. Stage of  
completion is determined by the proportion that costs incurred to date bear to the total estimated costs of the transaction.

Diagnostic services
Due to the short lead time and the nature of the diagnostic tests, the diagnostic revenue is recognised at the completion of 
the diagnostic tests.

Research revenue
When the outcome of a research can be estimated reliably, research revenue and research costs associated with the research 
are recognised with reference to the stage of completion of the research at the reporting date. The stage of completion is 
determined using costs or scientific estimate and or milestone achieved as set in the project.

An expected loss on research is recognised in the statement of financial performance immediately.

When the outcome of research cannot be estimated reliably, revenue is recognised only to the extent of research costs in-
curred for which it is probable that the costs will be recovered. Research costs are recognised as expenses in the period they 
are incurred.
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The ARC has several funders that normally process payments for research related activities prior to the actual research com-
mencing. Upon receipt, a liability is raised (income received in advance) and reduced as and when costs are incurred on the 
respective project.

Advisory services
Revenue from consulting and training services is recognised when services have been rendered however revenue from the 
PDP programme is recognised on a cost recovery basis.

Bad debts recovered
Revenue from bad debts recovered is recognised when payment is received for debts that were written off and considered 
uncollectible.

Other income
Revenue that is not in the ordinary course of business is recognised as other income. Revenue from the sale of blood vaccines
is recognised when significant risks and rewards of ownership of the goods are transferred to the buyer. Revenue from lost
cards, tender sales and other adhoc sales are recognised when goods or services are received or rendered.

Interest, royalties and dividends
Revenue arising from the use by others of entity assets yielding interest, royalties and dividends or similar distributions is  
recognised when:

•	 It is probable that the economic benefits or service potential associated with the transaction will flow to the entity; and
•	 The amount of the revenue can be measured reliably.

Interest is predominantly earned from funds received in advance prior to the commencement or execution of projects and  
invested in fixed deposits and call accounts.

Royalties are recognised as they are earned in accordance with the substance of the relevant agreements.

Dividends or similar distributions are recognised, in surplus or (deficit), when the entity’s right to receive payment has been 
established.

1.22  REVENUE FROM NON-EXCHANGE TRANSACTIONS

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an entity, which  
represents an increase in net assets, other than increases relating to contributions from owners.

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied 
in the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be 
returned to the transferor.

Control of an asset arise when the entity can use or otherwise benefit from the asset in pursuit of its objectives and can ex-
clude or otherwise regulate the access of others to that benefit.

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an entity 
either receives value from another entity without directly giving approximately equal value in exchange or gives value to 
another entity without directly receiving approximately equal value in exchange.

Government grants are recognised when it is probable that future economic benefits will flow to the public entity and these 
benefits can be measured reliably. The grants are recognised as income to the extent that there are no further obligations 
arising from the receipt of the grants.
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Recognition
An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised in respect of the same inflow.

Government grants received for the purpose of giving immediate financial support with no future related costs are recognised 
as revenue in the period in which they become receivable. Government grants relating to specific expenditure are recognised 
in the year during which the expenses are incurred

Measurement
Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the entity.

1.23  REPAIRS AND MAINTENANCE

The cost of normal, recurring or periodic repairs and maintenance activities should be expensed as incurred. In other words,
cost during the in-service stage that extend the existing service potential of the long-lived asset or replace significant  
components of the long lived asset should be capitalised. All other costs, including normal repairs and maintenance activities,
should be expensed as incurred.

1.24 OPERATING AND ADMINISTRATIVE EXPENDITURE

Operating and administrative expenditure is recognised on an accrual basis of accounting. Unless permitted by another  
standard of GRAP, operating and administrative expenditure has not been offset against revenue.

1.25  ACCOUNTING BY PRINCIPALS AND AGENTS

Identification
An agent is an entity that has been directed by another entity (a principal), through a binding arrangement, to undertake 
transactions with third parties on behalf of the principal and for the benefit of the principal.

A principal is an entity that directs another entity (an agent), through a binding arrangement, to undertake transactions with 
third parties on its behalf and for its own benefit.

A principal-agent arrangement results from a binding arrangement in which one entity (an agent), undertakes transactions 
with third parties on behalf, and for the benefit of, another entity (the principal).

Identifying whether an entity is a principal or an agent
When the entity is party to a principal-agent arrangement, it assesses whether it is the principal or the agent in accounting 
for revenue, expenses, assets and/or liabilities that result from transactions with third parties undertaken in terms of the ar-
rangement.

The assessment of whether an entity is a principal or an agent requires the entity to assess whether the transactions it under-
takes with third parties are for the benefit of another entity or for its own benefit.

Binding arrangement
The entity assesses whether it is an agent or a principal by assessing the rights and obligations of the various parties estab-
lished in the binding arrangement.
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Where the terms of a binding arrangement are modified, the parties to the arrangement re-assess whether they act as a prin-
cipal or an agent.

Assessing which entity benefits from the transactions with third parties
When the entity in a principal-agent arrangement concludes that it undertakes transactions with third parties for the benefit 
of another entity, then it is the agent. If the entity concludes that it is not the agent, then it is the principal in the transactions.

The entity is an agent when, in relation to transactions with third parties, all three of the following criteria are present:
•	 It does not have the power to determine the significant terms and conditions of the transaction;
•	 It does not have the ability to use all, or substantially all, of the resources that result from the transaction for its own  

benefit; and
•	 It is not exposed to variability in the results of the transaction.

Where the entity has been granted specific powers in terms of legislation to direct the terms and conditions of particular trans-
actions, it is not required to consider the criteria of whether it does not have the power to determine the significant terms and 
conditions of the transaction, to conclude that is an agent. The entity applies judgement in determining whether such powers 
exist and whether they are relevant in assessing whether the entity is an agent.

Recognition
The entity, as a principal, recognises revenue and expenses that arise from transactions with third parties in a principal-agent 
arrangement in accordance with the requirements of the relevant Standards of GRAP.

The entity recognises assets and liabilities arising from principal-agent arrangements in accordance with the requirements of 
the relevant Standards of GRAP.

1.26  TRANSLATION OF FOREIGN CURRENCIES

Foreign currency transactions
A foreign currency transaction is recorded, on initial recognition in Rands, by applying to the foreign currency amount the 
spot exchange rate between the functional currency and the foreign currency at the date of the transaction.

At each reporting date:
•	 foreign currency monetary items are translated using the closing rate;
•	 non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the ex-

change rate at the date of the transaction; and
•	 non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the 

date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from 
those at which they were translated on initial recognition during the period or in previous annual financial statements are 
recognised in surplus or (deficit) in the period in which they arise.

When a gain or loss on a non-monetary item is recognised directly in net assets, any exchange component of that gain or 
loss is recognised directly in net assets. When a gain or loss on a non-monetary item is recognised in surplus or (deficit), any 
exchange component of that gain or loss is recognised in surplus or (deficit).
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Cash flows arising from transactions in a foreign currency are recorded in Rands by applying to the foreign currency amount 
the exchange rate between the Rand and the foreign currency at the date of the cash flow.

1.27  INSURANCE FUND

In terms of the ARC policy to cover a portion of vehicle, non-vehicle, stated benefits and fire and allied perils insurance claims, 
a risk assessment is made annually in conjunction with the insurance brokers in order to determine the extent of the self- 
insured amount to be credited to the reserve.

In determining the amount to be credited, the principle of maximum insurance cover at the lowest possible cost is applied.

The portion of claims borne by the ARC is accounted for against the reserve. Any shortfalls on the reserve are written off 
against accumulated surplus in the year in which it originated and any surplus is carried over to the following year.

1.28  COMPARATIVE FIGURES

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.

1.29  FRUITLESS AND WASTEFUL EXPENDITURE

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been  
exercised.

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial per-
formance in the period that the expenditure was incurred. The expenditure is classified in accordance with the nature of the  
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance.

Fruitless and wasteful expenditure is accounted for in line with all relating requirements, including, but not limited to, ruling 
Legislation, Regulations, Frameworks, Circulars, Instruction Notes, Practice Notes, Guidelines etc. (as applicable).

1.30  IRREGULAR EXPENDITURE

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure, incurred in 
contravention of or that is not in accordance with a requirement of any applicable legislation, including -

(a)	 this Act; 
(b)	 the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act; or
(c)	 any provincial legislation providing for procurement procedures in that provincial government.

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure regis-
ter. In such an instance, no further action is also required with the exception of updating the note to the financial statements.

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception of 
updating the note to the financial statements.
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Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, 
the register and the disclosure note to the financial statements must be updated with the amount condoned.

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability 
for the irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. 
Immediate steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the 
accounting officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant 
note to the financial statements. The irregular expenditure register must also be updated accordingly. If the irregular expendi-
ture has not been condoned and no person is liable in law, the expenditure related thereto must remain against the relevant
programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the 
irregular expenditure register.

The ARC will only record irregular expenditure when a transaction is recognised as expenditure in the Statement of Financial 
Performance in accordance with GRAP in the period that the expenditure was incurred.

1.31  SEGMENT INFORMATION
 
A segment is an activity of an entity:

•	 that generates economic benefits or service potential (including economic benefits or service potential relating to 
transactions between activities of the same entity);

•	 whose results are regularly reviewed by management to make decisions about resources to be allocated to that activity 
and in assessing its performance; and

•	 for which separate financial information is available.

Reportable segments are the actual segments which are reported on in the segment report. They are the segments identified 
above or alternatively an aggregation of two or more of those segments where the aggregation criteria are met.

Measurement
The amount of each segment item reported is the measure reported to management for the purposes of making decisions 
about allocating resources to the segment and assessing its performance. Adjustments and eliminations made in preparing 
the entity’s financial statements and allocations of revenues and expenses are included in determining reported segment 
surplus or deficit only if they are included in the measure of the segment’s surplus or deficit that is used by management. 
Similarly, only those assets and liabilities that are included in the measures of the segment’s assets and segment’s liabilities 
that are used by management are reported for that segment. If amounts are allocated to reported segment surplus or deficit, 
assets or liabilities, those amounts are allocated on a reasonable basis.

If management uses only one measure of a segment’s surplus or deficit, the segment’s assets or the segment’s liabilities in as-
sessing segment performance and deciding how to allocate resources, segment surplus or deficit, assets and liabilities are re-
ported in terms of that measure. If management uses more than one measure of a segment’s surplus or deficit, the segment’s 
assets or the segment’s liabilities, the reported measures are those that management believes are determined in accordance 
with the measurement principles most consistent with those used in measuring the corresponding amounts in the entity’s 
financial statements.
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1.32  RESEARCH AND DEVELOPMENT EXPENDITURE

Expenditure on research is recognised as an expense when it is incurred.

An asset arising from development is recognised when:
•	 it is technically feasible to complete the asset so that it will be available for use or sale;
•	 there is an intention to complete and use or sell it;
•	 there is an ability to use or sell it;
•	 it will generate probable future economic benefits or service potential;
•	 there are available technical, financial and other resources to complete the development and to use or sell the asset; 

and
•	 the expenditure attributable to the asset during its development can be measured reliably.

1.33  BUDGET INFORMATION

Entity are typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent), which 
is given effect through authorising legislation, appropriation or similar.

General purpose financial reporting by entity shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget.

The approved budget is prepared on a accrual basis and presented by programmes linked to performance outcome  
objectives.

The approved budget covers the fiscal period from 2021-04-01 to 2022-03-31.

The budget for the economic entity includes all the entities approved budgets under its control.

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the  
budgeted amounts for the reporting period have been included in the Statement of comparison of budget and actual 
amounts.

The Statement of comparative and actual information has been included in the annual financial statements as the  
recommended disclosure when the annual financial statements and the budget are on the same basis of accounting as  
determined by National Treasury.

Comparative information is not required.

1.34  RELATED PARTIES

A related party is a person or an entity with the ability to control or jointly control the other party, or exercise significant influ-
ence over the other party, or vice versa, or an entity that is subject to common control, or joint control.

Control is the power to govern the financial and operating policies of an entity to obtain benefits from its activities.

Joint control is the agreed sharing of control over an activity by a binding arrangement and exists only when the strategic 
financial and operating decisions relating to the activity require the unanimous consent of the parties sharing control (the 
venturers).
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Related party transaction is a transfer of resources, services or obligations between the reporting entity and a related party, 
regardless of whether a price is charged.

Significant influence is the power to participate in the financial and operating policy decisions of an entity, but is not control 
over those policies.

The entity operates in an economic sector currently dominated by entities directly or indirectly owned by the South African 
Government. As a consequence of the constitutional independence of the three spheres of government in South Africa, only
entities within the national sphere of government are considered to be related parties.

Management are those persons responsible for planning, directing and controlling the activities of the entity, including those
charged with the governance of the entity in accordance with legislation, in instances where they are required to perform 
such functions.

Close members of the family of a person are those family members who may be expected to influence, or be influenced by 
that person in their dealings with the entity.

The entity is exempt from disclosure requirements in relation to related party transactions if that transaction occurs within 
normal supplier and/or client/recipient relationships on terms and conditions no more or less favourable than those which it is
reasonable to expect the entity to have adopted if dealing with that individual entity or person in the same circumstances and
terms and conditions are within the normal operating parameters established by that reporting entity’s legal mandate.

Where the entity is exempt from the disclosures in accordance with the above, the entity discloses narrative information about
the nature of the transactions and the related outstanding balances, to enable users of the entity’s financial statements to 
understand the effect of related party transactions on its annual financial statements.

1.35  EVENTS AFTER REPORTING DATE

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and 
the date when the financial statements are authorised for issue. Two types of events can be identified:

•	 those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date); 
and

•	 those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date).

The entity will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date 
once the event occurred.

The entity will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate cannot 
be made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions of us-
ers taken on the basis of the financial statements.

1.36  LIVING AND NON-LIVING RESOURCES

Living resources are those resources that undergo biological transformation.

Non-living resources are those resources, other than living resources, that occur naturally and have not been extracted. 
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Agricultural activity is the management by an entity of the biological transformation and harvest of biological assets for:
(a)       sale; 
(b)	 distribution at no charge or for a nominal charge; or
(c)	 conversion into agriculture produce or into additional biological assets for sale or distribution at no charge or for a  
nominal charge.

A bearer plant is a living plant that:
(a)	 is used in the production or supply of agricultural produce;
(b)	 is expected to bear produce for more than one period; and
(c)	 has a remote likelihood of being sold as agricultural produce, except for incidental scrap sales.

Biological transformation (for purposes of this Standard) comprises the processes of growth, degeneration, production, and 
procreation that cause qualitative or quantitative changes in a living resource.

Carrying amount is the amount at which an asset is recognised after deducting any accumulated depreciation and accumu-
lated impairment losses.

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an asset at the 
time of its acquisition or development and, where applicable, the amount attributed to the asset when initially recognised in 
accordance with the specific requirements of other Standards of GRAP.

Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life.

Depreciable amount is the cost of an asset, or other amount substituted for cost, less its residual value.

Group of resources means a grouping of living or non-living resources of a similar nature or function in an entity’s operations 
that is shown as a single item for the purpose of disclosure in the annual financial statements.

The residual value of an asset is the estimated amount that an entity would currently obtain from disposal of the asset, after  
deducting the estimated costs of disposal, if the asset was already of the age and in the condition expected at the end of its 
useful life.

Useful life is the period over which an asset is expected to be available for use by an entity, or the number of production or 
similar units expected to be obtained from the asset by an entity.

Recognition
Non-living resources, other than land, are not recognised as assets. Required information are disclosed in the notes to the 
annual financial statements.

A living resource is recognised as an asset if it is probable that future economic benefits or service potential associated with 
the asset will flow to the entity, and the cost or fair value of the asset can be measured reliably.

Where the entity is required in terms of legislation or similar means to manage a living resource, but it does not meet the 
definition of an asset because control of the resource cannot be demonstrated, relevant information are disclosed in the notes 
to the annual financial statements.

Where the entity holds a living resource that meets the definition of an asset, but which does not meet the recognition criteria, 
relevant information is disclosed in the notes to the annual financial statements. When the information about the cost or fair  
value of the living resource becomes available, the entity recognises from that date, the living resource and apply the  
measurement principles.
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Measurement at recognition
A living resource that qualifies for recognition as an asset is measured at its cost.

Where a living resource is acquired through a non-exchange transaction, its cost is measured at its fair value as at the date of 
acquisition.

The cost of a living resource comprises its purchase price, including import duties and non-refundable purchase taxes, and 
any costs directly attributable to bringing the living resource to the location and condition necessary for it to be capable of 
operating in the manner intended by management.

Measurement after recognition

Cost model
After recognition as an asset, a group of living resources are carried at its cost less any accumulated depreciation and any 
accumulated impairment losses.

Depreciation
Living resources are depreciated and the depreciation charge for each period is recognised in surplus or deficit unless it is 
included in the carrying amount of another asset, where appropriate.

The depreciable amount of a living resource is allocated on a systematic basis over its useful life.

The entity assesses at each reporting date whether there is any indication that the entity’s expectations about the residual 
value and the useful life of a living resource have changed since the preceding reporting date. If any such indication exists, 
the entity revises the expected useful life and/or residual value accordingly. The change(s) are accounted for as a change in 
an accounting estimate.

In assessing whether there is any indication that the expected useful life of the living resource has changed, the entity consid-
ers the following indications:

(a)  The use of the living resource has changed, because of the following:

•	 The entity has changed the manner in which the living resource is used.
•	 The entity decided to dispose of the living resource in a future reporting period(s) such that this decision changes the 

expected period over which the living resource will be used.
•	 Legislation, government policy or similar means have been amended or implemented during the reporting period that 

have, or will, change the use of the living resource.
•	 The living resource was idle or retired from use during the reporting period.

(b)  The living resource is approaching the end of its previously expected useful life.
(c)  There is evidence that the condition of the living resource improved or declined based on assessments undertaken  during 
the reporting period.
(d)  The living resource is assessed as being impaired.

In assessing whether there is any indication that the expected residual value of the living resource has changed, the entity 
considers whether there has been any change in the expected timing of disposal of the living resource, as well as any relevant 
indicators as noted above.

The depreciation method used reflects the pattern in which the future economic benefits or service potential of the living  
resource is expected to be consumed by the entity.
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The depreciation method applied to a living resource is reviewed at least at each reporting date and, if there has been a  
significant change in the expected pattern of consumption of the future economic benefits or service potential embodied in 
the living resource, the method is changed to reflect the changed pattern. Such a change is accounted for as a change in an 
accounting estimate.

The useful lives of items of property, plant and equipment  have been assessed as follows:

Item Depreciation method Average useful life

Cattle
Sheep
Goats

Straight-line
Straight-line
Straight-line

22 years
12 years
18 years

Impairment
The entity assesses at each reporting date whether there is an indication that the living resource may be impaired. If any such 
indication exists, the entity estimates the recoverable amount or the recoverable service amount of the living resource.

Compensation from third parties for living resources that have been impaired, lost or given up, is included in surplus or deficit 
when the compensation becomes receivable.

Transfers
Transfers from living resources are made when the particular asset no longer meets the definition of a living resource and/or 
is no longer within the scope of this accounting policy.

Transfers to living resources are made when the asset meets the definition of a living resource.

Derecognition
The carrying amount of a living resource is derecognised on disposal, or when no future economic benefits or service  
potential are expected from its use or disposal.

The gain or loss arising from the derecognition of a living resource is included in surplus or deficit when the item is derecognised.

1.37  BORROWING COSTS
 
Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds.

Borrowing costs are recognised as an expense in the period in which they are incurred.

1.38 CHANGES IN ACCOUNTING POLICIES, ESTIMATES AND ERRORS

Changes in Accounting Policies that are affected by management have been applied retrospectively in accordance with GRAP
3 requirements, except to the extent that it is impractical to determine the period-specific effects or the cumulative effect of 
the change in policy. In such cases, the entity restated the opening balances of assets, liabilities, and net assets for the earliest
period for which retrospective restatement is practical. Details of Changes in Accounting Policies are disclosed in the Notes to
the Annual Financial Statements where applicable.

Changes in Accounting Estimates are applied prospectively in accordance with GRAP 3 requirements. Details of the changes
in estimates are disclosed in the Notes to the Financial Statements where applicable.
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Correction of Errors is applied retrospectively in the period in which the error has occured in accordance with GRAP 3 require-
ments, except to the extent that it is impractical to determine the period-specific effects or the cumulative effect of the retro-
spective restatement is practical. Details of Correction of Errors are disclosed in the Notes to the Annual Financial Statements 
where applicable.

8.  NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
______________________________________________________________

2. NEW STANDARDS AND INTERPRETATIONS

2.1   STANDARDS AND INTERPRETATIONS ISSUED, BUT NOT YET EFFECTIVE

The entity has not applied the following standards and interpretations, which have been published and are mandatory for the 
entity’s accounting periods beginning on or after 01 April 2022 or later periods:

Standard/ Interpretation
Effective date:

Years beginning 
on or after

Expected impact:

Guideline: Guideline on Accounting for Landfill Sites 01 April 2099 Unlikely there will be a material impact

GRAP 25 (as revised): Employee Benefits 01 April 2099 Unlikely there will be a material impact

iGRAP 7 (as revised): Limit on defined benefit asset, 
minimum funding requirements and their interaction 01 April 2099 Unlikely there will be a material impact

GRAP 104 (as revised): Financial Instruments 01 April 2025 Unlikely there will be a material impact

iGRAP 21: The Effect of Past Decisions on Materiality 01 April 2023 Unlikely there will be a material impact

GRAP 2020: Improvements to the standards of GRAP 
2020 01 April 2023 Unlikely there will be a material impact

GRAP 1 (amended): Presentation of Financial State-
ments

01 April 2023 Unlikely there will be a material impact

3. INVESTMENT REVENUE

Dividend revenue 
Listed financial assets - Local 13 511 25 814

Interest revenue 
Bank 30 989 689 21 666 258

31 003 200 21 692 072
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4. GOVERNMENT GRANTS

Operating grants 
Government grant (operating) 922 713 703 881 350 009

Capital grants 
Government grant (capital) 106 432 268 104 466 997

1 029 145 971 985 817 006

Conditional and Unconditional
Included in above are the following grants and subsi-
dies received:
Conditional grants received 
Unconditional grants received

770 841
1 028 375 130

131 438
985 685 568

1 029 145 971 985 817 006

FMD Vaccine Facility
Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 

 
Conditions still to be met - remain liabilities (see note 28)

367 654 896
113 044 000

(770 841)

246 047 334
121 739 000

(131 438)

479 928 055 367 654 896

Exotic Disease and Wild Suide Facility
Balance unspent at beginning of year
 
Conditions still to be met - remain liabilities (see note 28)

 
4 877 451

 
4 877 451



ARC Annual Report 2021/2022 230

ARC Annual Financial Statements for the year ended 31 March 2022

Notes to the Annual Financial Statements
_______________________________________________________________________________________
 Figures in Rand                                                                                                                                       2022                                              2021

5. REVENUE 

Sale of goods 
Rendering of services 
Royalty income 
Rental of facilities and equipment 
Recoveries 
Other income 
Interest received - investment 
Dividends received 
Government grants

13 073 695
241 240 056

35 149 486
27 716 079

7 871 680
8 865 837

30 989 689
13 511

1 029 145 971

13 653 184
245 653 327

39 307 747
39 673 982
26 175 562

8 564 342
21 666 258

25 814
985 817 006

1 394 066 004 1 380 537 222

The amount included in revenue arising from exchanges 
of goods or services are as follows: 
Sale of goods 
Rendering of services 
Royalty income 
Rental of facilities and equipment 
Recoveries 
Other income 
Interest received - investment 
Dividends received

13 073 695
241 240 056

35 149 486
27 716 079

7 871 680
8 865 837

30 989 689
13 511

13 653 184
245 653 327

39 307 747
39 673 982
26 175 562

8 564 342
21 666 258

25 814

364 920 033 394 720 216

The amount included in revenue arising from non- 
exchange transactions is as follows:
Transfer revenue 
Government grants 1 029 145 971 985 817 006

6. EMPLOYEE RELATED COSTS

Salaries and wages 
Medical aid - company contributions 
UIF 
WCA 
SDL 
Leave pay provision charge 
Personnel training 
Membership fees 
Defined contribution plans 
Overtime payments 
Long-service awards 
Deferred compensation 
Allowance

617 294 126
17 066 437

3 875 163
1 268 756
6 371 338
1 289 854
6 787 251
1 437 683

56 547 777
2 902 316
3 348 933

28 344 242
8 718 088

643 821 089
17 132 264

3 634 454
1 304 326
4 484 291
7 544 127
4 921 032
2 498 335

59 066 130
2 476 720
3 973 111

28 905 860
6 078 178

755 251 964 785 839 917
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7. DEPRECIATION AND AMORTISATION

Property, plant and equipment  
Investment property 
Intangible assets 
Living resources

70 969 598
112 825

7 346 927
152 498

67 619 617
133 616

7 369 328
165 999

78 308 848 75 288 560

8. FINANCE COSTS

Trade and other payables 247 844 93 590

9. LEASE RENTALS ON OPERATING LEASE

Premises 
Contractual amounts 
Motor vehicles 
Contingent amounts 
Equipment 
Contractual amounts

 
528 283

40 459

2 836 195

781 776

299

3 606 220

3 404 937 4 388 295
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10. OPERATING AND ADMINISTRATIVE EXPENSES

Advertising 
Auditors’ remuneration 
Bank charges 
Cleaning 
Commission paid 
Computer expenses 
Consulting and professional fees 
Fines and penalties 
Animal Costs  
Insurance 
Conferences and seminars 
Fleet  
Marketing 
Horticulture 
Magazines, books and periodicals 
Pest control 
Fuel and oil 
Postage and courier 
Printing and stationery 
Protective clothing 
Research and development costs 
Security (Guarding of municipal property) 
Staff welfare 
Telephone and fax 
Travel - local 
Travel - overseas 
Utilities 
General expenses*

1 230 503
8 386 615

689 914
6 607 926

294 855
28 143 696
38 015 788

6 893
9 688 244
6 822 397

192 656
18 284 038

2 001 422
2 767 225
7 114 487
2 588 379
7 258 956

213 519
2 388 558
3 377 795

42 688 761
25 701 283

1 838 057
3 948 508

15 464 901
5 560 697

76 999 584
8 851 243

564 337
5 453 872

814 671
8 162 328

329 852
23 192 745
33 672 142

1 350
9 753 606
6 033 077

239 827
14 379 587

717 326
4 230 222
9 825 495
3 183 993
4 258 856

733 482
3 090 060
6 645 835

49 488 940
24 606 473

3 043 508
3 877 155
7 950 964
2 422 693

81 795 144
13 566 256

327 126 900 322 033 796

General expenses comprise of library database subscriptions, campus costs - lab, special investigations, tools and inter- 
campuses’  transactions.

11. FAIR VALUE ADJUSTMENTS

Other financial assets
Other financial assets (Designated as at FV through P&L)  
Refer to note 25

2 001 236 1 329 557
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12. GAINS/(LOSSES) ON BIOLOGICAL ASSETS

Gains or losses arising from a change in fair value less point  
of sale costs 
Gain or loss on initial recognition of biological asset

396 380
2 224 663

2 292 383
3 840 256

2 621 043 6 132 639

13. IMPAIRMENT OF ASSETS

Impairments 
Property, plant and equipment  
A revaluation on land and buildings was performed which 
resulted in the impairment being recognised. The recover-
able amount or [recoverable service amount] of the asset 
was based on its fair value less costs to sell or [its value in 
use.] 
Trade and other receivables

-

19 251 769

(927 607)

1 286 238

19 251 769 358 631

The main classes of assets affected by impairment losses are:
Property, plant and equipment 
Receivables from exchange transactions

 
14. INVENTORIES

Biological Assets - Bearer 
Biological Assets - Consumable (Fair Value) 
Consumable stores 
Finished goods 
Forage 
Livestock held for research

4 263 878
3 802 912
6 537 912
1 256 246
1 097 642
1 707 245

7 415 004
3 254 602
6 484 493

959 694
1 265 622
1 418 164

18 665 835 20 797 579
 
Carrying value of inventories carried at fair value less costs to sell                            8 066 790                                     10 669 606
Inventories recognised as an expense during the year                                                  7 827 254                                        9 247 247

Inventory pledged as security
There are no inventories pledged as security.
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15. OPERATING LEASE ASSET (ACCRUAL)

Current assets 
Current liabilities

4 702 748
(20 356)

3 633 063
(20 356)

4 682 392 3 612 707

Operating lease receivable - lessor
Opening balance 1 April
Movement of the period

3 633 063
1 049 329

3 725 134
(92 071)

4 682 392 3 633 063

Operating lease accruals - lessee
Opening balance 1 April (20 356) (20 356)

16. RECEIVABLES FROM EXCHANGE TRANSACTIONS

Trade debtors 
Staff debtors 
Deposits 
Recoverable fruitless and wasteful expenditure 
Other debtors*

76 599 882
1 659 352
2 867 065

52 252
41 410 861

97 076 928
1 194 342
2 737 030

12 523
27 799 792

122 589 412 128 820 615

Trade receivables are shown net of impairment losses.
*Included in other debtors is revenue accruals.

Of the receivables balances as at 31 March 2022, R26 million is due from the largest customer DALRRD, the former DAFF.  
R14 million is due from the second largest customer CULDEVCO and R6.7 million is due from the third largest customer 
Onderstepoort Biological Products. The fourth largest customer South African Breweries owes 8% of the total balance. The 
fifth largest customers being UNDP Comoros and Technology Innovation Agency each owe 6% of the total balance. There are 
no other debtors who represent more than 4% of total balance of the trade receivables.

Of the R51 million (before provision) in 150 days, 15 million is due from one major customer who is a Government Department. 
In line with our credit policy, amounts due from Government for more than a year will be assessed annually for impairment.

Of the R43 million of provision for bad debts, R13 million relates to Government while R30 million relates to private clients.
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Trade and other receivables past due but not impaired. 

The ageing of amounts past due but not impaired is as follows:

60 days past due 
61 - 90 days past due 
120 days past due 
More than 150 days past due

Reconciliation of provision for impairment of trade and  
other receivables

Opening balance 
Provision for impairment 
Amounts written off as uncollectible 
Amounts recovered

1 069 593
2 928 874

458 411
8 448 440

31 102 868
19 251 769

(335 899)
(7 163 433)

13 131 421
2 626 331

769 406
28 481 493

54 030 855
1 286 238

-
(24 214 225)

42 855 305 31 102 868

17. PREPAYMENTS

Prepayments are as a result of subscriptions and licences paid in advance.

18. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of:

Bank balances 
Short-term deposits*

21 597 249
775 372 213

49 430 347
452 732 583

796 969 462 502 162 930

*Included in short-term deposits are funds received from ARC funders for various research projects. These funds had not been utilised as at 31 

March 2022.

The total unsecured credit facilities granted to ARC relate to fleet management cards. At year end the facility amounted to  
R1.2 million (31 March 2021: R1.2 million).

 19. BIOLOGICAL ASSETS

2022                                                                                           2021

Cost/ 

Valuation

Accumulated 

depreciation and 

accumulated 

impairment

Carrying 

value

Cost/ 

Valuation

Accumulated 

depreciation and 

accumulated 

impairment

Carrying 

value

Dairy cattle - Bearer	

Chickens - Bearer

842 369

195 800

-

-

842 369

195 800

683 905

140 520

-

-

683 905

140 520

Total 1 038 169 - 1 038 169 824 425 - 824 425
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Reconciliation of biological assets -  2022

Opening 

balance

Decreases due to 

harvest / sales

Increase/

Decrease 

due to assets 

acquired 

through 

a non-ex-

change 

transaction

Decrease 

due to 

theft

Decrease due 

to deaths
Total

Dairy cattle - Bearer	

Chickens - Bearer

Total

683 905 

140 520

(73 505)

(129 550)

12 904

125 140

268 270

128 110

(49 205)

(68 420)

842 369

195 800

824 425 (203 055) 138 044 396 380 (117 625) 1 038 169

Reconciliation of biological assets   2021

Opening

balance

Decreases 

due to har-

vest / sales

Increase/De-

crease due to 

assets acquired 

through a 

non-exchange 

transaction

Gains or losses

arising from

changes in fair

value

Other 

changes,

movements

Decrease 

due to 

deaths

Total

Dairy cattle - Bearer

Chickens - Bearer
931 321

244 880

(268 381)

(172 920)

103 106

38 120

(82 141)

136 100

-

(6 720)

-

(98 940)

683 905

140 520

Total 1 176 201 (441 301) 141 226 53 959 (6 720) (98 940) 824 425

Non-financial information

Quantities of each biological asset	

Dairy cattle -  Bearer	

Chicken -  Bearer

166

2 150

149

1 921

2 316 2 070

Mature biological assets	

Dairy cattle -  Bearer	

Chicken -  Bearer

97

1 736

59

1 921

1 833 1 980

Immature biological assets	

Dairy cattle -  Bearer	

Chicken -  Bearer

74

1 085

90

-

1 159 90

Pledged as security
None of the biological assets were pledged as security.

Restrictions imposed by regulations
None of the biological assets are subjects to restrictions imposed by regulations
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20. INVESTMENT PROPERTY

                                     2022                                                                    2021

Cost/
Valuation

Accumulated depre-
ciation and accumu-

lated impairment

Carrying  
value

Cost/
Valuation

Accumulated depre-
ciation and accumu-

lated impairment

Carrying  
value

Investment property 9 092 320 (4 101 377) 4 990 943 8 393 388 (3 988 551) 4 404 837

Reconciliation of investment property - 2022

 

Investment property

Opening balance Reclassification Depreciation Total

4 404 837 698 931 (112 825) 4 990 943

Reconciliation of investment property -  2021

 

 

Investment property

Opening balance Depreciation Total

4 538 453 (133 616) 4 404 837

Pledged as security

There are no properties that have been pledged as security. 
A register containing the information required by the Public Finance Management Act is available for inspection at the  
registered office of the entity.

Amounts recognised in surplus or deficit

Rental revenue from Investment property                                                                                                   3 549 220                                	 3 403 872
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21. PROPERTY, PLANT AND EQUIPMENT

                                        2022                                                                     2021

Cost/ 
Valuation

Accumulated 
depreciation and 

accumulated 
impairment

Carrying value
Cost/ 

Valuation

Accumulated 
depreciation and 

accumulated 
impairment

Carrying value

Land 
Buildings 
Machinery and farming equipment 
Office furniture and equipment 
Motor vehicles and aircraft 
Computer equipment 
Infrastructure 
Buffalo 
Laboratory equipment
Bearer plants
Horse
Assets under construction

651 610 000

608 126 434

187 738 731

77 786  571

86 053 742

112 383 281

240 455 197

250 000

534 406 388

45 531 725

17 000

40 228 324

-

(20 818 224)

(80 429 960)

(69 594 282)

(61 966 910)

(69 965 595)

(72 996 169)

(125 000)

(219 286 817)

(15 710 561)

(5 099)

-

651 610 000

587 308 210

107 308 771

8 192 289

24 086 832

42 417 686

167 459 028

125 000

315 119 571

29 821 164

11 901

40 228 324

651 610 000

608 668 893

182 234 816

80 218 866

90 850 943

121 976 469

231 184 011

500 000

518 846 704

45 531 725

29 000

40 211 329

-

429

(74 675 817)

(71 319 943)

(62 503 243)

(68 371 755)

(67 230 577)

(187 500)

(207 390 910)

(12 799 691)

(5 799)

-

651 610 000

608 669 322

107 558 999

8 898 923

28 347 700

53 604 714

163 953 434

312 500

311 455 794

32 732 034

23 201

40 211 329

Total 2 584 587 393 (610 898 617) 1 973 688 776 2 571 862 756 (564 484 806) 2 007 377 950

Reconciliation of property, plant and equipment  - 2022

Opening 
balance

Additions Disposals Transfers
Reclassi-
fications

Depreciation Total

Land	
Buildings	
Machinery and farming equipment
Office furniture and equipment
Motor vehicles and aircraft
Computer equipment	
Infrastructure	
Buffalo
Laboratory equipment	
Bearer plants	
Horse	
Assets under construction

651 610 000
608 669 322
107 559 399

8 898 923
28 347 700
53 604 714

163 953 035
312 500

311 455 794
32 732 034

23 201
40 211 329

-
215 095

7 167 901
952 767

-
1 469 952
8 393 541

-
26 787 788

-
-

1 753 467

-
(59 240)

(583 473)
(256 490)

(1 192 198)
(1 506 702)

(413 516)
(127 604)

(4 885 832)
-

(9 101)
-

-
-
-
-
-
-

1 736 472
-
-
-
-

(1 736 472)

-
(698 932)

-
-
-
-

--
-
-
-
-

-
(20 818 035)

(6 835 056)
(1 402 911)
(3 068 670)

(11 150 278)
(6 210 504)

(59 896)
(18 238 179)

(2 910 870)
(2 199)

-

651 610 000
587 308 210
107 308 771

8 192 289
24 086 832
42 417 686

167 459 028
125 000

315 119 571
29 821 164

11 901
40 228 324

2 007 377 951 46 740 511 (9 034 156) - (698 932) (70 696 598) 1 973 688 776
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Reconciliation of  property, plant and equipment  - 2021

Opening 

balance
Additions Disposals

Transfers 

from 

assets 

under con-

struction

Gain or 

loss on

initial

recog-

nition 

of

bio-

logical 

asset

Revalu-

ations

Reclassi-

fications

Depreci-

ation

Impair-

ment 

loss

Total

*Land	

Buildings	

Machinery and farm-

ing equipment

Office furniture and 

equipment

Motor vehicles and aircraft

Computer equipment	

Infrastructure	

Buffalo

Laboratory equipment	

Bearer plants	

Horse	

Assets under construction

651 610 000

576 626 549

108 484 678

9 760 943

32 245 122

58 623 687

162 311 758

375 000

318 107 729

36 343 801

28 800

40 496 342

-

3 025 761

6 565 729

352 095

15 412

6 238 813

5 752 663

-

12 560 680

-

-

1 855 825

-

(1 019 117)

(778 125)

(44 594)

(411 854)

(76 647)

(365 791)

-

(1 094 127)

(455 163)

(3 000)

-

-

517 038

-

-

-

-

-

1 623 800

-

-

-

(2 140 838)

-

-

-

-

-

-

-

-

-

(8 684)

-

-

-

46 945 675

-

-

-

-

-

-

-

-

-

-

-

(1 441 152)

-

-

-

-

-

1 441 152

-

-

-

-

-

(16 913 039)

(6 713 283)

(1 169 521)

(3 500 980)

(11 181 139)

(6 810 148)

(62 500)

(18 118 488)

(3 147 920)

(2 599)

-

-

927 607

-

-

-

-

-

-

-

-

-

-

651 610 000

608 669 322

107 558 999

8 898 923

28 347 700

53 604 714

163 953 434

312 500

311 455 794

32 732 034

23 201

40 211 329

1 995 014 409 36 366 978 (4 248 418) - (8 684) 46 945 675 - (67 619 617) 927 607 2 007 377 950

*Included in the Land are some portions of the land that are in the name of the South African Government under the  
custodian of the Department of Public Works and Infrastucture. These land portions have been under the ARC’s care and 
control including direct access to the properties and the right to restrict or deny access of others through employment of its 
own securities to safeguard the properties. The land portions were transferred to the ARC by endorsement. DPWI will begin 
the process of changing the title ownership into the name of the ARC during the FY2023.

Pledged as security
There are no assets that are pledged as security.

Compensation received for losses on property, plant and equipment  - included in operating profit
Motor vehicles					                                                                       -		                                  252 400	
                                                                                                                                                   _____________________________________	
 
Revaluations
The effective date of the revaluations was Wednesday, 31 March 2021. Revaluations were performed by independent valuer,  
Mr Deon Van Onselen [Nat Diploma RE (Valuations), MIV], of Spectrum Valuations and Asset Solutions subcontracted through 
Enterprises University of Pretoria. Mr Van Onselen is not connected to the entity.

Land and buildings are re-valued independently every five (5) years.
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The valuation was performed using the depreciated replacement cost valuation method, taking into account the physical  
condition, functional and economical depreciation of the buildings, and the following assumptions were used:

•	 Discount rate based on the physical condition, functional and economical depreciation. 

These assumptions were based on current market conditions.

Property, plant and equipment  in the process of being constructed or developed

Cumulative expenditure recognised in the carrying value 
of property, plant and equipment 
Buildings 40 228 324 40 211 329

Only the FMD building is under construction. The other work in progress relates to assets that are not ready for use.
The FMD building factory progress / status has been influenced by the following:

•	 Modification of the original business plan;
•	 Recruitment of independent consultants;
•	 Tender and contracting processes; and
•	 Vaccine plant and facility design.

Reconciliation of Work-in-Progress 2022

Included within Infrastructure Included within Buildings Total

Opening balance	

Additions/capital expenditure	

Transferred to completed items

232 025

1 504 447

(1 736 472)

39 979 304

249 020

-

40 211 329

1 753 467

(1 736 472)

- 40 228 324 40 228 324

Reconciliation of Work-in-Progress 2021

Included within Infrastructure Included within Buildings Total

Opening balance	

Additions/capital expenditure

Transferred to completed items

-

1 855 825

(1 623 800)

40 496 342

-

(517 038)

40 496 342

1 855 825

(2 140 838)

232 025 39 979 304 40 211 329

Expenditure incurred to repair and maintain property, plant and equipment 

Expenditure incurred to repair and maintain property, plant 
and equipment included in Statement of Financial Perfor-
mance
General expenses - repairs and maintenance          31 989 942                        28 343 605	

					   
A register containing the information is available for inspection at the registered office of the entity.



ARC Annual Report  2021/2022241

ARC Annual Financial Statements for the year ended 31 March 2022

Notes to the Annual Financial Statements
_______________________________________________________________________________________
 Figures in Rand                                                                                                                                       2022                                              2021

22. INTANGIBLE ASSETS

2022                                                                                          2021

Cost/ 
Valuation

Accumulated 
amortisation  

and accumulat-
ed impairment

Carrying 
value

Cost/ 
Valuation

Accumulated 
amortisation  

and accumulat-
ed impairment

Carrying 
value

Computer software
Intangible assets under development

52 014 369
8 824 000

(48 892 443)
-

3 121 926
8 824 000

52 014 369
5 039 800

(41 545 516)
-

10 468 853
5 039 800

Total 60 838 369 (48 892 443) 11 945 926 57 054 169 (41 545 516) 15 508 653

Reconciliation of intagible assets - 2022

Opening balance Additions Amortisation Total

Computer software, other	
Intangible assets under development

10 468 853
5 039 800

-
3 784 200

(7 346 927)
-

3 121 926
8 824 000

Total 15 508 653 3 784 200 (7 346 927) 11 945 926

Reconciliation of intangible assets -  2021

Opening balance Additions Disposals Transfers Amortisation Total

Computer software	
Intangible assets under development

15 557 216
1 020 336

1 894 824
5 039 800

(634 195)
-

1 020 336
(1 020 336)

(7 369 328)
-

10 468 853
5 039 800

Total 16 577 552 6 934 624 (634 195) - (7 369 328) 15 508 653

Intangible assets in the process of being constructed or developed
				  
Cumulative expenditure recognised in the carrying value of Intangible assets					   

Intangible assets under development	 	                   	                                                                        8 824 000                                       5 039 800
                                                                                                                                                                                                                   ____________________________	

23. HERITAGE ASSETS

2021                                                                                           2020

Historical buildings

Cost/Valuation
Accumulated im-
pairment losses

Carrying 
value

Cost/Valuation
Accumulated 

impairment losses
Carrying  

value

223 167 - 223 167 223 167 - 223 167

Reconciliation of heritage assets - 2022

Historical buildings

Opening balance Total

223 167 223 167

Reconciliation of heritage assets -  2021

Historical buildings

Opening balance Total

223 167 223 167
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Heritage assets which fair values cannot be reliably measured

Genebanks
Fair value cannot be determined reliably due to the size and magnitude of the Genebanks. The ARC is not aware of any  
market to buy and sell Genebanks or any other valuation method or technique that is available to measure Genebanks. Due 
to the uniqueness of the Genebanks, mandate and nature of the ARC Genebanks, neither the fair value, deemed cost or  
replacement cost could be determined for these Genebanks. For those reasons, the Genebanks could not be recognised in 
the Financial Statements. 

Insect collections
Fair value cannot be determined reliably due to the size and magnitude of the ARC insect collections. The ARC is not aware of 
any market to buy and sell insect collections or any other valuation method or technique that is available to measure insect 
collections. Due to the uniqueness of the insect collections, mandate and nature of the ARC  insect collections, neither the fair 
value, deemed cost or replacement cost could be determined for these insect collections. For those reasons, the ARC insect 
collections could not be recognised in the Financial Statements. 

24. LIVING RESOURCES

                                                               2021                                                                                           2020

Cattle

Cost/Valuation
Accumulated depreciation and 

accumulated impairment
Carrying  

value
Cost/Valuation

Accumulated depre-
ciation and accumu-

lated impairment

Carrying  
value

1 632 000 (271 988) 1 360 002 1 992 000 (165 999) 1 826 001

Reconciliation of living resources - 2022

Cattle

Opening balance Increase through non-exchange functions Depreciation Total

1 826 001 (313 501) (152 498) 1 360 002

Reconciliation of living resources - 2021

Cattle

Opening balance Increase through non-exchange functions Depreciation Total

- 1 992 000 (165 999) 1 826 001

25. OTHER FINANCIAL ASSETS

Designated at fair value	
Distell Group Holdings (Capevin unbundling
34 027 shares at R175.25 (2020: 34 027 shares at R116.70) 
La Concorde Holdings Limited ( formerly KWV Holdings LTD) 
50 263 shares at R3.00 (2020: 51 041 shares at R3.25) 
Hosken Passenger Logistics and Rail Limited 
64 955 shares at R3.82 (2020: 64 955 shares at R3.49)

5 963 315

150 789

248 128

3 970 948

163 355

226 693

6 362 232 4 360 996
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Residual interest at cost	
De Doorns Winery 
9 880 shares at R0.55 (2020: 9 880 shares at R0.55) 
Hex Valley Coolrooms 
16 092 shares at R0.50 (2020: 16 092 shares at R0.50) 
Lutzville 2009 Co operative Limited 
107 000 shares at R0.01 (2020: 107 000 shares at R0.01) 
Lanko Co operative Limited 
21 063 shares at R1.00 (2020: 21 063 shares at R1.00) 
Lutzville Vineyard Co operative 
44 867 shares at R1.00 (2020: 44 867 shares at R1.00 
Lutzville Vineyard Co operative 
1 070 000 shares at R0.01 (2020: 1 070 000 shares at R0.01) 
Roodezandt (Pty) Ltd 
5 900 shares at R0.40

5 434

8 049

1 070

21 063

44 867

10 700

2 360

5 434

8 049

1 070

21 063

44 867

10 700

2 360

35 616 35 616
                                                                                                                                                                  93 543                                                   93 543

Total other financial assets 6 455 775 4 454 539

Non current assets 
Designated at fair value	
Residual interest at cost

6 362 232
93 543

4 360 996
93 543

6 455 775 4 454 539

Financial assets at fair value
 
Fair values of financial assets measured or disclosed at fair value 
Financial assets designated at fair value - JSE listed shares                                                 6 362 232                                          4 360 996
                                                                                                                                           ____________________________________________
Fair value hierarchy of financial assets at fair value
For financial assets recognised at fair value, disclosure is required of a fair value hierarchy which reflects the significance of the 
inputs used to make the measurements. The fair value hierarchy have the following levels:

•	 Level 1 represents those assets which are measured using unadjusted quoted prices in active markets for identical 
assets; 

•	 Level 2 applies inputs other than quoted prices that are observable for the assets either directly (i.e. as prices) or indirectly  
(i.e. derived from prices); and 

•	 Level 3 applies inputs which are not based on observable market data.

Level 1	
JSE listed shares 6 362 232 4 360 996

Financial assets at cost
Nominal value of financial assets at cost
Financial asset: Shareholding in wine co operations	 93 543 93 543
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26. PAYABLES FROM EXCHANGE TRANSACTIONS

Trade payables	
Payments received in advanced - contract in process	
*Other payables	
Accrued leave pay	
Accrued audit fees

12 839 984
111 913 433

47 467 474
57 723 944

5 754 589

19 409 001
117 536 292

55 592 777
63 859 325

6 281 341

235 699 424 262 678 736

* Included in other payables is accruals, deposits from customers and salary control accounts. 

Fair value of trade and other payables

Current	
Up to 60 days	
90 days	
91 - 120 days	
121 - 150 days

7 504 627
5 269 230

6 484
-

59 642

13 253 018
6 065 263

2 375
7 662

80 681

12 839 983 19 408 999

27. EMPLOYEE BENEFIT OBLIGATIONS

Defined benefit plan
The Post-Retirement Medical Benefits (PRMB) is governed by the Pension Fund Act of 1956.

The actuarial valuation determined that the post-employment medical benefit plan was in a sound financial position.

The plan is a post-employment medical benefit plan.

Post-retirement medical aid plan
This includes current and past employees of the ARC who are currently members of the medical aid fund. Membership to the
fund is voluntary.

The Council attempted to restructure the defined medical aid scheme, in terms of which the ARC had obligations to provide
certain post-retirement medical aid benefits to ARC pensioners in terms of ARC service conditions, by renegotiating the ben-
efit structuring from a medical subsidy to a guaranteed income (pension). ARC currently has no continuation members with 
effect from 1 April 2004.

The scheme is actuarially valued on an annual basis. The effective date of the most recent actuatial valuation was 31 March 
2022. At that date, in the opinion of the actuary, the defined benefit plan was found to be in a sound financial position. The 
projected unit credit method has been used for the purposed of determining the acturial valuation. Change in currency or 
interest rate result in an insignificant change in the plan obligation.

The following table summarises the components of the net benefit expense recognised in the statement of financial  
performance and amounts recognised in the statements of financial position as at 31 March 2022. The obligation is fulfilled 
as employees exit this fund.
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Carrying value	
Present value of the defined benefit obligation-wholly unfunded (11 533 555) (11 228 000)

Changes in the present value of the defined benefit obligation are as follows:

Opening balance	
Benefits paid	
Net expense recognised in the statement of financial performance

11 228 000
(2 374 494)

2 680 049

10 570 000
(2 100 831)

2 758 831

11 533 555 11 228 000

Net expense recognised in the statement of financial performance:

Current service cost	
Interest cost	
Actuarial (gains) losses

340 000
1 298 912
1 041 136

321 000
622 000

1 815 831

2 680 048 2 758 831

Calculation of actuarial gains and losses
Actuarial (gains) losses - Obligation 1 041 136 1 815 831

Key assumptions used
Assumptions used at the reporting date:
Discount rates used	 11.22% 5.88%

The discount rate that reflects the time value of money is best approximated by reference to market yields at the reporting 
date on zero-coupon government bonds. We have used the average nominal yield curve for zero-coupon SA Government 
bonds with duration between 10 and 15 years as at 31 March 2021.

The source of the data is the Johannesburg Stock Exchange through IRESS data service.

No allowance has been made for future increases in the current subsidy amounts. Medical inflation was therefore set at 0%.

The basis on which the discount rate has been determined is as follow:

The nominal and zero curves as at 31 March 2022 supplied by the JSE were used to determine the discount rates and CPI 
assumptions.

The PA90 ultimate mortality table (rated downwards by 3 years) was used in the valuation for the mortality of Continuation 
Members.

Other assumptions
Assumed healthcare cost trends rates have a significant effect on the amounts recognised in surplus or deficit. A one  
percentage point change in assumed healthcare cost trends rates would have the following effects:

One percentage point increase One percentage point decrease

Effect on the aggregate of the service cost and interest cost
Effect on defined benefit obligation

1 462 494
1 125 365

1 585 169
1 311 485
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Amounts for the current and previous four years are as follows:

2022 2021 2020 2019 2018

Defined benefit obligation 11 533 555 11 228 000 10 570 000 13 491 000 15 387 000

Defined contribution plan
It is the policy of the entity to provide retirement benefits to all its employees. Several defined contribution provident funds, 
all of which are subject to the Pensions Fund Act No. 24 of 1956 exist for this purpose.

The entity is under no obligation to cover any unfunded benefits.

The total economic entity contribution to ARC Pension Fund (Option D)
The amount recognised as an expense for defined contribution plans is

40 531 710
16 016 067

42 954 379
16 111 750

Included in defined contribution plan information above, is the following plan(s) which is the ARC Pension Fund (option D) 
and the ARC Provident Fund.

ARC Pension Fund (option D)
Under the ARC Act, the ARC has established its own pension fund, the ARC Pension Fund on 1 April 1992, to provide  
retirement benefits for employees who were transferred from the Department of Agriculture to the then newly formed ARC. 
All employees who are appointed on an indefinite basis, is required to become a member of either the ARC-Pension Fund or 
the NEHAWU National Provident Fund. 

The ARCPF is administered by Alexander Forbes.  The Fund is a defined contribution fund and members is receiving the  
benefits provided for the rules of the ARCPF on resignation, dismissal, retrenchment, retirement or death.  

ARC Provident Fund
The ARC became a participating employer of the NEHAWU National Provident Fund on 1 November 1997. All employees who 
are appointed on an indefinite basis will be required to become a member of either the ARC-Pension fund or the NEHAWU 
National Provident fund. 

The NNPF is administered by SANLAM.  The Fund is a defined contribution fund and members is receiving the benefits provid-
ed for the rules of the ARCPF on resignation, dismissal, retrenchment, retirement or death.

28. CONDITIONAL GRANTS

Unspent conditional grants and receipts comprises of:					   

Unspent conditional grants and receipts	
FMD vaccines facility	
Exotic Disease and the Wild Suide facilities

479 928 055
4 877 451

367 654 896
4 877 451

484 805 506 372 532 347

Movement during the year

Balance at the beginning of the year	
Additions during the year	
Income recognition during the year

372 532 347
113 044 000

(770 841)

250 924 785
121 739 000

(131 438)

484 805 506 372 532 347
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Of the R535.55m allocated by National Treasury for the FMD project, R479.93m has yet to be spent. The ARC has started ring-
fencing the funds during the FY2020 and will continue to ensure that the adequate cash reserves are reserved for funding of
the future work on the FMD. At year end, the ARC had cash and cash equivalents of R797m which is adequate to fund the work
on this project.

These amounts are invested in a ring-fenced investment until utilised.

29. CONTRIBUTED CAPITAL

Issued	
Capital fund 111 986 013 111 986 013

The capital fund represents the cost of land when the ARC was transferred out of the DAFF.

30. REVALUATION RESERVE

Opening balance	
Change during the year

1 011 273 600
-

964 327 927
46 945 673

1 011 273 600 1 011 273 600

Revaluation surplus relating to property, plant and equipment 

Revaluation surplus beginning of period	
Movements in the reserve for the year

1 011 273 600
-

964 327 927

1 011 273 600 1 011 273 600

31. ACCOUNTING BY PRINCIPALS AND AGENTS
 
The entity is a party to a principal-agent arrangement(s).

Details of the arrangement(s) is|are as follows: 
 
The entity is the principal. Refer to note for significant judgements applied in making this assessment.

ARC is the proprietor of certain plant varieties wherein SANSOR is appointed to collect royalties on behalf of the ARC. The en-
tity is the principal. SANSOR is the designated authority to manage and execute all functions pertaining to seed certification 
on behalf of government.

Entity as principal

Resources (including assets and liabilities) of the entity under the custodianship of the agent 
The resources have not been recognised by the agent in its financial statements.

There are no cost implications for the entity if the principal-agent arrangement is terminated. The arrangement may be  
terminated by either party subject to three months’ notice.

Fee paid	
Fee paid as compensation to the agent - 329 852
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32. TAXATION

Reconciliation of the tax expense 
 
The ARC is exempt from Income Tax in terms of section 10(1) (a) of the Income Tax Act no. 58 of 1962. 

33. CASH GENERATED FROM OPERATIONS

Surplus 
Adjustments for:	
Depreciation and amortisation 
Gain (loss) on sale of assets and liabilities 
Loss on foreign exchange 
Fair value adjustments 
Impairment deficit 
Movements in operating lease assets and accruals 
Movements in retirement benefit assets and liabilities 
Actuarial (gains)/or losses 
Inventory losses or write-downs
Stock write-off 
Movement in reserves 
Changes in working capital: 
Inventories 
Receivables from exchange transactions 
Prepayments
Payables from exchange transactions 
VAT 
Conditional grants

168 662 653

78 308 848
6 537 634
1 406 627

(2 001 236)
19 251 769
(1 069 685)

(735 581)
1 041 136

(2 836 986)
2 836 986

(1 160 318)

2 131 744
(13 020 566)

798 252
(25 789 658)

(1 303 535)
112 273 159

162 112 782

75 288 560
(1 279 149)

458 518
(1 329 557)

358 631
92 185

(1 157 831)
1 815 831

(2 412 403)
2 412 403
(571 744)

5 932 620
(3 904 297)
(3 954 876)

(55 932 286)
(8 065)

121 607 562

345 331 243 299 528 884

34. FINANCIAL INSTRUMENTS DISCLOSURE

Categories of financial instruments

2022

Financial assets

At fair value At amortised cost At cost Total

Other financial assets	
Trade and other receivables from exchange 
transactions 	
Cash and cash equivalents

6 362 232
-

-

-
122 589 412

796 969 462

93 543
-
-

6 455 775
122 589 412

796 969 462

6 362 232 919 558 874 93 543 926 014 649

Financial liabilities

At amortised cost Total

Trade and other receivables from exchange transactions 56 844 186 56 844 186
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2021
 
Financial assets

At fair value At amortised cost At cost Total

Other financial assets	
Trade and other receivables from 
exchange transactions 	
Cash and cash equivalents

4 360 996
-

-

-
129 788 015

502 162 930

93 543
-

-

4 454 539
129 788 015

502 162 930

4 360 996 631 950 945 93 543 636 405 484

Financial liabilities

At amortised cost Total

Trade and other receivables from exchange transactions 71 103 851 71 103 851

35. COMMITMENTS

Authorised capital expenditure

Already contracted for but nod provided for

Buildings
Computer equipment
Computer software
Infrastructure
Laboratory equipment
Machinery and farming equipment
Motor Vehicle
Office furniture and equipment
WIP buildings
WIP Computer software

219 120
225 668
143 294

3 820 309
7 301 093
2 822 730

340 934
510 328

70 750
688 500

726 063
335 809

-
3 656 286

13 475 807
1 585 527

-
460 120
120 800

-

16 142 726 20 360 412

Total capital commitments
Already contracted for but not provided for 16 142 726 20 360 412

Total commitments
Authorised capital expenditure 16 142 726 20 360 412

Operating leases - as lessee (expense)

Minimum lease payments due
- within one year
- in second to fifth year inclusive

1 523 046
1 099 919

1 755 177
1 831 197

2 622 965 3 586 374
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ARC leases certain of its equipment in terms of operating leases. The ARC does not have the option to acquire the assets at 
the termination of the lease. There are no escalation or renewal terms clauses or restrictions imposed by the leases. The ARC 
is not charged any contigent rentals.

36. CONTINGENCIES

The guarantees on municipal and electrical accounts relate to the City of Tshwane municipality to ensure a continued service 
to the ARC-OVR.

Legal costs and litigations relate to in the nature of the ARC’s business, agreements with complex deliverables may be entered 
into. All necessary steps are taken to manage the risks inherent to these transactions. If and when it is evident that there is a  
reasonable probability that a dispute on a transaction could lead to costs against the ARC, such costs will be disclosed.

Guarantees on municipal and electricity accounts	
Legal costs and litigations	
Pending labour dispute

1 075 360
36 766 445

1 600 000

1 075 360
50 368 662

1 300 000

39 441 805 52 744 022

* Included in legal cost and litigations is a contingent liability of R31 182 484 in favour of City of Tshwane Metropolitan  
Municipality for outstanding electricity charges. The ARC successfully launched an urgent court application against the  
Municipality, pending the finalisation of internal dispute resolution process around the incorrect meter reading.

Retention of surplus funds
In terms of section 53 (3) of PFMA, constitutional institutions and public entities listed in schedule 3A and 3C to the Public  
Management Act (PFMA), 1999 may not accumulate surpluses that were realised in the previous financial year without  
obtaining prior written approval of the relevant Treasury.

In terms of paragraph 3.2 of the National Treasury instruction no. 12 of 2020/21, surplus is based on the net assets. A request 
for surplus retention will be submitted to National Treasury based on the audited financial statements.

Figures in Rand
Controlling entity

2022 2021

Cash and Cash Equivalents at end of the year (#) 
Add: Receivables 
Less: Current Liabilities

796 969 462
121 145 327

(238 814 380)

502 162 930
128 820 615

(265 173 167)

Uncommitted surplus 
Less: Deferrend Income Grant (Ringfenced)

679 300 409
(484 805 506)

365 810 378
(372 532 347)

Net Surplus / (Deficit) after taking into account conditional grants 194 494 903 (6 721 969)

(#) the Cash and cash equivalents includes the funds relating to the Conditional Grant for FMD vaccine facility and the Exotic 
Disease and the Wild Suide facilities. The FMD and Exotic Disease & Wild Suide facility liability (disclosed under non-current 
Liabilities) had a balance of R484 805 504 31 March 2021 as at 31 March 2022 (2021: R372 532 347).

The CAPEX commitments for the ARC of R16 142 726 are also to be funded from the cash surpluses retained.
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Contingent assets
Mr Pretorius’ lease agreement fell into arrears in respect of his rental obligation, civil proceedings have commenced 
against the tenant concerned to recover an amount of R502 708. According to entity’s legal advisors, it is probable that the  
proceedings will result in the recovery of the full amount, but this recovery is virtually certain.

Maenetja Attorneys took over the matter from Madlhopa Attorneys on expiry of their contract. Summons were issued to  
recover R1 200 000 and the defendant raised prescription of the claim.

37. RELATED PARTIES

The ARC is a Schedule 3A national public entity in terms of the Public Finance Management Act (Act No. 1 of 1999 as  
amended) and therefore falls within the national sphere of government. As a consequence, the ARC has a significant number 
of related parties being entities that fall within the national sphere of government.

Such transactions are for the research that the ARC performs from time to time. All such transactions are concluded on an 
arm’s length basis.

The ARC reports to DALRRD. Amounts disclosed below as related parties relates to the parent department, DALRRD and  
entities within DALRRD.

Relationships
	

Ultimate controlling entity	

Controlling entity	

Public entity   (Under common control with the ARC)	

Public entity   (Under common control with the ARC)	

Public entity   (Under common control with the ARC)	

Public entity   (Under common control with the ARC)	

Public entity   (Under common control with the ARC)	

Public entity   (Under common control with the ARC)

Public entity   (Under common control with the ARC)

Public entity   (Under common control with the ARC)

Department of Agriculture, Land Reform and Rural Development 

Department of Agriculture, Land Reform and Rural Development 

Agricultural Land Holding Account 

KwaZulu-Natal Ingonyama Trust Board (ITB) 

National Agricultural Marketing Council 

Office of the Valuer-General 

Onderstepoort Biological Products 

Perishables Products Export Control Board 

Registration of Deeds Trading Account 

South African Veterinary Council
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Related party balances

Amounts included in Trade receivable (Trade Payable) regarding related 
parties	
AgriSETA 
Department of Agriculture, Forestry and Fisheries (new DALRRD) 
Department of Agriculture, Land Reform and Rural Development 
Department of Education 
Department Military Veterans 
Department of Public Works and Infrastructure 
Department of Rural Development and Land Reform (new DALRRD) 
Department of Environment, Forestry and Fisheries 
Department of  Science and Innovation 
Director of Veterinary Service 
The National Commissioner of South Africa 
Government Printing Works
Onderstepoort Biological Products - receivables 
Onderstepoort Biological Products - payables
South African Veterinary Council
National Research Foundation

700 104
25 930 306

3 890
8 312

1 439 916
88 992

500 000
542 243
106 982
347 033
258 161

-
6 764 156

(848)
(4 404)

(675 723)

5 323 235
16 173 625

3 890
57 109

1 439 916
130 454

21 741 511
414 586
406 400
103 569
453 130

(4 290)
2 739 647

(848)
(4 404)

-

Unconditional grants from related parties 
Department of Agriculture, Forestry and Fisheries - Wild Suide 
Department of Agriculture, Forestry and Fisheries - FMD

(4 877 451)
(479 928 053)

(4 877 451)
(367 654 896)

These are government grants received that will be recognised in future accounting periods. Recognition in future  
periods will be in line with reporting standards and determined by construction work on the facilities concerned.
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Provision for doubtful debts related to outstanding balances with related
parties
AgriSETA
Department of Agriculture Forestry and Fisheries (new DALRRD)
Department Agriculture, Land Reform and Rural Development
Department of Basic Education
Department of Military Veterans
Department of Public Works and Infrastructure
Department of Rural Development and Land Reform (new DALRRD)
Department of Science and Innovation
The National Commissioner of South Africa

Expenses recognised in respect of bad or doubtful debts
AgriSETA
Department of Agriculture Forestry and Fisheries (new DALRRD)
Department of Public Works and Infrastructure
Department of Rural Development and Land Reform (new DALRRD)
Department of Science and Innovation
Director of Veterinary Service
The National Commissioner of South Africa

Related party transactions
Purchases from (sales to) related parties	
AgriSETA
Department of Agriculture, Forestry and Fisheries (new DALRRD)
Department of Agriculture, Forestry and Fisheries (new DALRRD) - PBR registration 
Department of Agriculture, Forestry and Fisheries (new DALRRD) - PIA registration 
Department of Agriculture, Forestry and Fisheries (new DALRRD) - Services 
Department of Basic Education 
Department of Public Works and Infrastructure 
Department of Rural Development and Land Reform (new DALRRD)
Department of Environment, Forestry and Fisheries 
Department of Police, Roads and Transport Administration and Licensing 
Department of Science and Innovation - Other Revenue Grants 
Department of Water and Sanitation
Director of Veterinary Services
Government Printing Works 
National Research Foundation 
National School of Government

904 608
8 127 945

3 412
19 639

1 263 084
78 830

438 596
93 844

221 451

546 905
3 049 581

64 239
1 730 151

262 647
62 256

172 053

(2 150 700)
(20 540 085)

274 330
16 980

-
(207 306)
(313 567)
(214 183)
(744 494)

96 960
(6 389 361)

85 129
(222 012)

133 020
(9 972 370)

667 310

7 247 111
-
-
-
-
-
-
-
-

2 168 747
-
-
-
-
-
-

(4 833 995)
-

45 968
167 157

(19 349 673)
-

(349 439)
-

(3 483 377)
86 244

(13 070 495)
80 519

(138 077)
36 361

(11 087 394)
-

Related party transactions
Purchases from (sales to) related parties	
Onderstepoort Biological Products - Services
Onderstepoort Biological Products - Utilities Recovery
South African Veterinary Council 

83 409
(7 269 571)

140 066

33 244
(13 923 088)

135 875

Parliamentary grants
Department of Agriculture, Land Reform and Rural Development 
Department of Agriculture, Land Reform and Rural Development 
Department of Science and Innovation

(1 002 288 174)
(770 841)

(26 086 957)

(965 147 957)
(131 438)

-
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Council members, Audit and Risk Committee members and Executive Management’s remuneration

COUNCIL

2022

Name Fees for services Total

Ms JS Isaacs (Chairperson) 410 941 410 941

Dr JM Mashaba 389 674 389 674

Dr ST Cornelius 256 925 256 925

Dr KB Liphadzi 237 656 237 656

Dr CPN Malan 234 013 234 013

Dr PJ Mokaila 263 171 263 171

Dr SAM van Oosterhout 264 145 264 145

Ms N Maharaj 272 405 272 405

Mr GS Gcaba 222 592 222 592

Prof RMB Auerbach 216 270 216 270

Prof PW Mashela 235 471 235 471

Prof NJJ Olivier 532 549 532 549

3 535 812 3 535 812

2021

Name Fees for services Total

Prof S Vil Nkomo (Former Chairperson) 
Ms JS Isaacs (Chairperson) 
Dr JM Mashaba 
Ms J Mashiteng 
Dr JM Chitja 
Ms B Kali 
Mr SG Mthombeni 
Dr M Ngoepe Ntsoane 
Dr MN Makhura 
Adv ME Mphahlele 
Mr A Bishop 
Mr LA Makenete 
Mr A Stroebel 
Dr ME Ngidi 
Mr M Brinkhuis 
Mr M Mahanjana 
Dr ST Cornelius 
Dr KB Liphadzi 
Dr CPN Malan 
Dr PJ Mokaila 
Dr SAM van Oorsterhout 
Ms N Maharaj 
Mr GS Gcaba 
Prof RMB Auerbach 
Prof PW Mashela 
Prof NJJ Olivier

41 840
149 712
205 768

38 880
40 005
38 880
46 656
31 104
15 552
34 992
38 880
31 104
38 880

7 776
31 104
34 992

167 670
160 623
143 856
132 192
229 878
157 950
147 744
151 632
147 744
187 110

41 840
149 712
205 768

38 880
40 005
38 880
46 656
31 104
15 552
34 992
38 880
31 104
38 880

7 776
31 104
34 992

167 670
160 623
143 856
132 192
229 878
157 950
147 744
151 632
147 744
187 110

2 452 524 2 452 524
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Executive management

2022

Name Basic salary

Other short-

term employ-

ee benefits

Post- 

employment 

benefits

Termi-

nation 

benefits

Other 

benefits 

received

Total

Dr SR Moephuli (Note 1)

Dr HW Vergotine (Note 2)

Dr N Motete (Note 3)

Ms MM Manyama (Note 4)

Mr KE Mashala (Note 5) 

Dr MA Magadlela 

Dr T Sethibe 

Dr TS Mkhabela (Note 6)

Dr P Chaminuka (Note 7)

Ms B Muthuti (Note 8)

919 043

365 144

2 008 672

2 219 588

38 132

1 772 143

1 773 056

1 537 927

352 596

604 577

30 697

-

28 886

35 677

-

20 620

49 878

-

-

-

137 267

-

260 417

298 337

-

260 417

191 559

-

-

-

428 899

-

-

-

-

-

-

126 610

-

-

777

-

-

-

-

-

14 541

-

-

-

1 516 683

365 144

2 297 975

2 553 602

38 132

2 053 180

2 029 034

1 664 537

352 596

604 577

11 590 878 165 758 1 147 997 555 509 15 318 13 475 460

2021

Name Basic salary

Other short-

term employ-

ee benefits

Post- 

employment 

benefits

Termi-

nation 

benefits

Other 

benefits 

received

Total

Dr SR Moephuli 

Ms MM Manyama 

Dr MA Magadlela 

Dr N Motete 

Ms MH Umlaw

Dr T Sethibe 

Dr TS Mkhabela 

Dr HW Vergotine

2 742 392

2 550 534

1 828 845

1 821 093

1  057 330

1 829 702

2 070 952

107 821

83 784

35 568

19 744

27 656

32 791

47 736

-

-

411 800

325 458

260 417

260 417

113 932

191 559

-

-

-

-

-

-

139 992

-

-

-

840

340

-

-

-

-

-

-

3 238 816

2 911 900

2 109 006

2 109 166

1 344 045

2 068 997

2 070 952

107 821

14 008 669 247 279 1 563 583 139 992 1 180 15 960 703

*Refer to note “Employee related costs”
•	 Note 1: Dr SR Moephuli’s contract was not renewed effective from 31 July 2021.

•	 Note 2: Dr HW Vergotine was appointed acting GE:HR and Legal Services from1 November 2020 until 30 April 2021 and 

then acting CEO for the period commencing 01 August 2021 to 03 December 2021.

•	 Note 3: Dr N Motete was appointed acting CEO for the period commencing 04 December 2021 to 31 March 2022.

•	 Note 4: Ms MM Manyama resigned effective from 28 February 2022.

•	 Note 5: Mr KE Mashala was appointed acting CFO effective from 1 March 2022.

•	 Note 6: Dr TS Mkhabela resigned effective from 05 January 2022.

•	 Note 7: Dr P Chaminuka was appointed acting GE: Impact and Partnerships since 20 September 2021.

•	 Note 8: Ms B Muthuri was appointed acting GE: Human Capital Management, Marketing and Legal Services for the 

period commencing 01 May 2021.
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Audit Committee
2022

Name Fees for services Total

Ms P Stock (Chairperson) 

Mr VN Naicker 

Dr JM Laubcscher 

Ms ND Maidi

127 939

73 701

73 081

71 854

127 939

73 701

73 081

71 854

346 575 346 575

2021
Name Fees for services Total

Ms P Stock (Chairperson) 

Mr VN Naicker 

Ms HN Masedi 

Dr JM Laubcscher 

Ms ND Maidi 

Mr LM Mangquku 

Mr JH Mcbain 

Ms K Mokoena

73 533

88 743

21 585

36 666

36 666

31 875

30 000

30 000

73 533

88 743

21 585

36 666

36 666

31 875

30 000

30 000

349 068 349 068

38. PRIOR-YEAR ADJUSTMENTS

Presented below are those items contained in the statement of financial position, statement of financial performance and 
cash flow statement that have been affected by prior-year adjustments:

Statement of financial position
2020

                                                                            Note 
As previous-

ly reported

Correction 

of error

Re- 

classification
Restated

Operating lease asset 

Receivables from exchange transactions 

Prepayments

Investment property  

Property, plant and equipment 
Payables from exchange transactions 

Revaluation reserve

Accumulated surplus

15

16

20

21

26

30

3 258 942

129 205 930

-

3 155 498

2 025 564 815

(318 434 851)

(899 405 480)

(852 827 258)

466 192

(1 115 294)

-

1 622 776

(30 790 228)

(864 025)

(64 922 446)

103 109 406

-

(3 174 318)

3 174 318

-

-

-

-

-

3 725 134

124 916 318

3 174 318

4 778 273

1 994 774 588

(319 298 878)

(964 327 926)

(749 717 852)

90 517 596 7 506 381 - 98 023 975
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2021

Note
As previous-

ly reported

Correction 

of error

Re- 

classification
Restated

Inventories 

Operating lease asset 

Receivables from exchange transactions

Prepayments 

Investment property  

Property, plant and equipment 
Payables from exchange transactions 

Prepayments - current 

Revaluation reserve

Accumulated surplus

14

15

16

20

21

26

30

21 033 414

3 019 573

135 943 741

-

3 068 873

2 005 808 585

(259 517 989)

-

(915 991 421)

(1 014 391 093)

(235 835)

613 490

105 859

-

1 335 965

1 569 365

(3 160 747)

-

(95 282 179)

95 054 082

-

-

(7 228 985)

7 129 194

-

-

-

-

-

-

20 797 579

3 633 063

128 820 615

7 129 194

4 404 837

2 007 377 950

(262 678 734)

99 791

(1 011 273 600)

(919 337 011)

(21 026 317) - - (21 026 316)

Statement of financial performance 
2021

As previously reported Correction of error Restated

Sale of goods 

Rendering of services 

Rental of facilities

Recoveries 

Other income 

Depreciation and amortisation 

Finance costs 

Operating and administrative expenses 

Inventories losses/write-downs

Reversal of impairments (Impairment loss) 

Repairs and maintenance

5

5

5

5

5

7

8

10

13

13 661 785

244 056 120

39 918 716

26 173 900

8 541 428

(78 418 758)

(97 276)

(319 733 385)

(2 176 568)

1 479 360

(28 223 605)

(8 600)

1 597 207

(244 733)

1 662

22 914

3 190 198

3 686

(2 300 411)

(235 835)

(1 837 991)

(120 000)

13 653 185

245 653 327

39 673 983

26 175 562

8 564 342

(75 288 560)

(93 590)

(322 033 796)

(2 412 403)

(358 631)

(28 343 605)

Surplus for the year (94 818 283) 68 097 (94 810 186)

Errors
The following prior period errors adjustments occurred:

Inventories
During the year, management discovered that there were audit adjustments that were not presented for posting. As  
consequence, the prior year expenses, inventories write-downs, accumulated surplus were understated and inventory was 
overstated. The error was corrected by restating the affected financial statement line items for prior periods.

Receivables from exchange transactions
During the year, management discovered that projects, sale of goods revenue, rental of facilities and equipment and  
rendering of services were accounted for in the incorrect period. As consequence, trade receivables and other receivables, 
accumulated surplus and revenue were misstated. The error was corrected by restating the affected financial statements 
line items for prior periods.

Further, management decided to adjust all the uncorrected misstatements from prior year audit adjustment. As conse-
quence, trade receivales and other receivables, accumulated surplus and revenue were misstated. The error was corrected 
by restating the affected financial statement line items for prior periods.
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Operating lease asset
During the year, management discovered that the contract dates loaded on the lease schedule were incorrect. As conse-
quence, operating lease assets, retained earnings and rental expenses were understated. The error was corrected by restat-
ing the affected financial statement line items for prior periods.

Property, plant and equipment 
During the year, management discovered that audit adjustments on property, plant and equipment were not posted  
correctly. As consequence, the prior year expenses, accumulated surplus were understated and property, plant and equip-
ment  was overstated. The error was corrected by restating the affected financial statements line items for prior periods.

Furthermore, the revaluation on buildings was reversed in order to correct the carrying amounts of buildings. As conse-
quence, property, plant and equipment revaluation reserve, scrapping loss, impairment loss and depreciation were mis-
stated. The error was corrected by restating the affected financial statement line items for prior periods.

Revaluation reserve
During the year, management decided to reverse the revaluation of buildings in order to correct the carrying amounts of 
the buildings. As consequence, property, property, plant and equipment, revaluation reserve, scrapping loss, impairment 
loss and depreciation were misstated. The error was corrected by restating the affected financial statements line itmes for 
prior periods.

Reclassifications
The following reclassifications adjustment occured:

Prepayments
During the year, management decided to split prepayments into current and non current assets. As consequence, prepay-
ments were split from trade receivables and other receivable. The error was corrected by restating the affected financial 
statment line items for prior periods.

Investment property
During the year, management discovered that certain buildings were classified as property, plant and equipment instead 
of investment property. As consequence, the buildings were incorrectly classified. The error was corrected by restating the 
affected financial statements line items for prior periods.

39. RISK MANAGEMENT

Financial risk management

The entity’s activities expose it to a variety of financial risks: market risk (including currency risk, cash flow interest rate risk and 
price risk), credit risk and liquidity risk.

Council has overall responsibility for the establishment and oversight of the entity’s risk management framework.

The entity’s risk management policies are established to identify and analyse the risks faced by the entity, to set appropriate 
risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are review regu-
larly to reflect changes in market conditions and the entities activities.
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The Audit and Risk Committee oversees how management monitors compliance with the entity’s risk management policies 
and procedures and reviews the adequacy of the risk management framework in relation to the risks faced by the entity. The 
entity Audit and Risk Committee is assisted in its oversight role by Internal Audit. Internal Audit undertakes both regular and 
ad hoc review of risk management controls and procedures, the results of which are reported to the Audit and Risk Commit-
tee.

Liquidity risk

Liquidity risk is the risk that the entity will not meet its financial obligations as they become due.

The entity manages liquidity through effective management of working capital, capital expenditure and cash flows. Adequate 
cash reserves are maintained. The entity manages liquidity risk through forecasting as well as monitoring cash flows daily.

The following are the maturities of financial liabilities. The amounts disclosed in the table are the undiscounted cash flows. 
Balances due within 12 months equal their carrying balances as the impact of discounting is not significant.

At 31 March 2022 Less than 1 year Between 1 and 2 years Between 2 and 5 years Over 5 years

Trade and other payables 56 844 186 - - -

At 31 March 2021 Less than 1 year
Between 1 and 

2 years
Between 2 
and 5 years

Over 5 years

Trade and other payables 71 103 851 - - -

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract, lead-
ing to a financial loss. The entity is exposed to credit risk from its operating activities (primarily trade receivables) and deposits 
with banks and financial institutions, and other financial instruments.

Trade receivables are presented net of an allowance for doubtful receivables. Currently only five of the entity’s largest debtors 
exceed 5% of the total trade receivables balance as disclosed in note 16. The ARC does not have any significant exposure to 
any other individual customer or counterparty.

The entity’s bank balances and cash are placed with high credit, quality financial institutions with no significant exposure to 
any one counterparty.

The carrying amounts of financial assets included in the statement of financial position represent the ARC’s maximum  
exposure to credit risk in relation to these assets. ARC does not hold collateral or any credit enhancements to cover its credit 
risk.

Financial assets exposed to credit risk at year end were as follows:

Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The entity 
only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an on-
going basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk 
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. 
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Individual risk limits are set based on internal or external ratings in accordance with limits set by Council. The utilisation of 
credit limits is regularly monitored. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee 
insurance is purchased when deemed appropriate.

Financial assets exposed to credit risk at year end were as follows:

Financial instrument 
Cash and cash equivalents 
Trade and other receivables

2022
796 969 462
122 589 412

2021
502 162 930
128 820 615

Market risk

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. The entity’s exposure to the risk of changes in market interest rates relates primarily to the entity’s cash 
and cash equivalents. Exposure to interest rate risk is monitored on a continuous and proactive basis.

Cash flow interest rate risk

Financial instrument
Current in-
terest rate

Due in less 
than a year

Due in 1 
to 2 years

Due in 2 
to 3 years

Due in 3 
to 4 years

Due 
after 5 
years

Cash in current banking institutions
Short-term deposits

2.50%
4.10%

21 597 249
775 372 213

-
-

-
-

-
-

-
-

Interest rate sensitivity

Surplus or deficit is sensitive to higher/lower interest income from cash and cash equivalents because of changes in interest 
rates. This analysis assumes that all other variables remain constant. The analysis is performed on the same basis for 2021.

Figures in Rand
Impact on surplus or deficit

2022 2021

Interest rates - increase by 50 basis points  
Interest rates - decrease by 50 basis points

3 984 847
(3 984 847)

2 510 815
(2 510 815)

- -

Foreign exchange risk
 
The entity does not hedge foreign exchange fluctuations.

The exchange rates were obtained from OANDA.com.

The entity is exposed to currency risk on sales and purchases that are denominated in a currency other than the functional 
currency of the entity. The currencies in which the Council primarily deals are US Dollars, British Pounds and Euros. No forward 
exchange contracts are taken out for these transactions. Council consider the foreign currency risk to be insignificant.
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Exchange rates used for conversion of foreign items were:

USD
GBP
EURO

14.4848
19.0199
16.1323

15.0635
20.8537
17.9105

Price risk

The entity is exposed to equity securities price risk because of investments held by the entity and classified on the consoli-
dated statement of financial position either as available-for-sale or at fair value through surplus or (deficit). The entity is not 
exposed to commodity price risk. To manage its price risk arising from investments in equity securities, the entity diversifies 
its portfolio. Diversification of the portfolio is done in accordance with the limits set by the entity.

The entity’s investments in equity of other entities that are publicly traded and are included in the JSE all share index.

The table below summarises the impact of increases/decreases of the indexes on the entity’s post-tax surplus for the year 
and on equity. The analysis is based on the assumption that the equity indexes has increased/decreased by 5% with all other 
variables held constant and all the entity’s equity instruments moved according to the historical correlation with the index:

Financial instrument
Impact on post tax surplus in Rand Impact on other components of equity in Rand

2022 2021 2022 2021

JSE/FTSE 318 112 218 050 318 112 218 050

Post-tax surplus for the year would increase/decrease because of gains or losses on equity securities classified as at fair  
value through surplus or (deficit). Other components of equity would increase/decrease because of gains or losses on equity  
securities classified as available-for-sale.

40. GOING CONCERN

The Annual Financial Statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business.

41. EVENTS AFTER THE REPORTING DATE

The Council is not aware of any other significant matters or circumstances arising since the end of the financial statements 
which needs to be reported as part of these financial statements.
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42. FRUITLESS AND WASTEFUL EXPENDITURE

Opening balance as previously reported	
Add: Expenditure identified -  current
Add: Expenditure identified -  prior period	
Add: Fruitless and wasteful expenditure identified - prior period
Less: Amount recovered -  current	
Less: Amount recovered - prior period
Less: Amount written off - current
Less: Amount written off - prior period

89 976
249 591
125 430

-
(3 485)

(15 730)
(233 483)
(125 702)

810 847
95 098

-
165 856
(21 278)

-
(960 547)

-

Closing balance 86 597 89 976

Expenditure identified in the current year include those listed below:

Interest on late payment of suppliers
Penalty on termination of contracts
Penalties
Foreign exchange losses
Penalties

Disciplinary steps taken/criminal proceedings
Under investigation and to be determined
Condoned
Under investigation and to be determined   
Condoned
Penalties recovered

10 200
233 484

2 422
125 430

3 485

95 098
-
-
-
-

375 021 95 098

Amounts recoverable
After the internal audit investigations, Council adopted the Council Committee recommendations to recover an amount of  
R19 215 from all officials who caused the fruitless and wasteful expenditure.

Interest on late payment of suppliers
Penalties

15 730
3 485

21 348
-

19 215 21 348

Amounts written-off
After the internal audit investigations, Council adopted the Council Committee recommendation to write-off an amount 
of R359 185 from the total fruitless and wasteful expenditure amount as it was proven without reasonable doubt that the 
amount was not recoverable.

SARS penalties and overpayment of salaries
Interest and procurement related expenditure
Penalty on termination of contracts
Foreign exchange losses

Condoned by (Condoning authority)
Council
Council
Council
Council

-
272

233 484
125 430

265 258
695 219

-
-

359 186 960 477
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43. IRREGULAR EXPENDITURE

Opening balance as previously reported
Correction of prior period error	

532 131 878
-

529 665 402
(21 621)

Opening balance as restated	
Add: Irregular Expenditure - current
Add: Irregular Expenditure - prior period	
Less: Amounts recoverable -  current

532 131 878
29 496 511

180 978 462
(208 659 336)

529 643 781
2 226 844

261 253
-

Closing balance 533 947 515 532 131 878

Incidents/cases identified in the current year include those listed below:

Competitive bidding not invited.
 
Deviation expenditure incurred without the CEO’s explicit 
delegation of authority from the Council.	
 
Deviation expenditure incurred without the CEO’s explicit 
delegation of authority from the Council.
 
Competitive bidding not invited.
 
Price increase on purchase order issued not in line with 
SCM processes.
 
Variation of cleaning services contractnot in line with SCM 
processes.	

Disciplinary steps taken/criminal proceedings:
To be determined. 

No one was found guilty according to the ARC
practice and ARC act.

No one was found guilty according to the ARC
practice and ARC act.

Consequence management was implemented and 
the responsible official was dismissed.
To be determined.

To be determined.

-

180 978 462

26 493 784

2 092 915

3 454

906 358

2 447 407 

-

-

-

-

40 690

210 474 973 2 488 097

Cases under investigation
During the FY2021/22, four potential irregular expenditure transgressions were detected and referred to the  
Internal Audit Unit for investigation.

Amount written-off
The amounts written off relate to amounts condoned by National Treasury. National Treasury condoned the irregular expen-
diture amount of R1 146 400.27 because the ARC complied with paragraph 56 (a-h) of the irregular expenditure framework 
and section 51(1)(e)(iii) of the PFMA.

The amounts written off relate to amounts condoned by Council. Council condoned the irregular expenditure amounting to
R207 472 245.66.

Included in the amount written off is an amount of R40 690. It was determined that the transaction is not irregular.

Deviations                                                                                                                                               208 659 336                                      -
                                                                                                                                                  __________________________________________
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44. SEGMENT INFORMATION

General information

Identification of segments
The entity is organised and reports to management on the basis of three major functional areas: primary, secondary and 
tertiary educational services. The segments were organised around the type of service delivered and the target market.  
Management uses these same segments for determining strategic objectives. Segments were aggregated for reporting 
purposes.

Information reported about these segments is used by management as a basis for evaluating the segments’ performances and 
for making decisions about the allocation of resources. The disclosure of information about these segments is also considered 
appropriate for external reporting purposes.

Operating segments are only required to be reportable if they exceed quantitative thresholds. Information on an operat-
ing segment should be seperately reported if reported revenue is 10% or more of the combined revenue of all operating  
segments.

Aggregated segments
The entity operates throughout the Gauteng Province in ten cities. Segments were aggregated on the basis of services  
delivered as management considered that the economic characteristics of the segments throughout Gauteng were  
sufficiently similar to warrant aggregation.

Types of goods and/or services by segment
These reportable segments as well as the goods and/or services for each segment are set out below:

Reportable segment	
Animal Science	
Crop Science	
Natural Resources and Engineering	

Goods and/or services	
Animal health and production.	
Improvement and cultivation of various crops.	
Carry out research and development on the natural agricultural resources, 
viz, soil, climate and water. Provides collaborative and support fuctions to 
a wide range of technologies in areasd such as genomics, phenomics, re-
mote sensing, agricultural modelling and engineering systems.
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Segment surplus or deficit, assets and liabilities

2022

Animal
Sciences

Crop Sciences
Natural

Resources and
Engineering

Total

Revenue	
Revenue from non-exchange transactions	
Revenue from exchange transactions	
Interest revenue	

264 746 372
133 179 865

20 053

335 647 674
156 265 070

295 209

78 556 194
26 431 227

-

678 950 240
315 876 162

315 262

Total segment revenue
Other unallocated revenue

397 946 290 492 207 953 104 987 421 995 141 664
398 924 340

Entity’s revenue                                                                                                                                                                                                                                                             1 394 066 004

Expenditure	
Salaries and wages
Other expenses
Depreciation

225 395 023
111 883 751

17 615 529

337 737 254
149 375 312

42 094 421

66 228 303
30 628 979

6 713 535

629 360 580
291 888 042

66 423 485

Total segment expenditure 354 894 303 529 206 987 103 570 817 987 672 107

Total segmental surplus/(deficit) 43 051 987 (36 999 034) 1 416 604 7 469 557

Interest expense
Unallocated expenses
Total revenue reconciling items

11 295
(230 272 982)

398 924 340

Entity’s surplus/(deficit) for the period 168 662 653

Following a change in the composition of its reportable segments, the corresponding items of segment information for earlier 
periods has been restated.

SCW and RIS is merged into NRE.
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2021

Animal
Sciences

Crop Sciences
Natural

Resources and
Engineering

Total

Revenue	
Revenue from non-exchange transactions	
Revenue from exchange transactions	
Interest revenue	

257 195 490
125 926 885

36 445

317 113 334
179 058 365

62 735

79 575 069
31 235 722

-

653 883 893
336 220 972

99 180

Total segment revenue
Other unallocated revenue

383 158 820 496 234 434 110 810 791 990 204 045
390 333 177

Entity’s revenue                                                                                                                                                                                                                                                             1 380 537 222

Expenditure	
Salaries and wages
Other expenses
Depreciation

230 597 365
114 822 153

20 613 020

355 805 261
136 793 357

37 654 356

67 726 513
32 890 732

6 653 699

654 129 139
284 506 242

64 921 075

Total segment expenditure 366 032 538 530 252 974 107 270 944 1 003 556 456

Total segmental surplus/(deficit) 17 126 282 (34 018 540) 3 539 847 (13 352 411)

Total revenue reconciling items
Interest expense
Unallocated expenses

390 333 177
81 112

(228 301 507)

Entity’s surplus/(deficit) for the period 162 112 782

Following a change in the composition of its reportable segments, the corresponding items of segment information for earlier 
periods has been restated.

Measurement of segment surplus or deficit, assets and liabilities

Basis of accounting for transactions between reportable segments

The accounting policies of the segments are the same as those described in the summary of significant accounting  
policies. The unallocated revenue comprises of revenue from non- reportable segments in the form of grants allocated to cov-
er head office expenses and interest earned on investments, including revenue from other non-reportable segment (AECD).  
The unallocated expenses comprises of employee costs and other operating expenditure incurred for the head office and 
other non-reportable segment (AECD).

45. BBBEE PERFORMANCE

Information on compliance with the B-BBEE Act is included in the annual report under the section titled B-BBEE Compliance 
Performance Information.
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