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Report of the auditor-general to the KwaZulu-Natal Provincial
Legislature on vote no. 3: Department of Agriculture and Rural
Development Report on the financial statements

Introduction

1. I have audited the financial statements of the Department of Agriculture and Rural Develop-
ment set out on pages 133 to 220, which comprise the appropriation statement, the statement
of financial position as at 31 March 2016, the statement of financial performance, statement of
changes in net assets, and cash flow statement for the year then ended, as well as the notes,
comprising a summary of significant accounting policies and other explanatory information.

Accounting officer’s responsibility for the financial statements

2. The accounting officer is responsible for the preparation and fair presentation of these finan-
cial statements in accordance with the Modified Cash Standard (MCS) prescribed by the National
Treasury and the requirements of the Public Finance Management Act of South Africa, 1999 (Act
No. 1 of 1999) (PFMA) and the Division of Revenue Act of South Africa, 2015 (Act No. 1 of 2015)
(DoRA), and for such internal control as the accounting officer determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor-general’s responsibility

3. My responsibility is to express an opinion on these financial statements based on my audit.
I conducted my audit in accordance with the International Standards on Auditing. Those
standards require that | comply with ethical requirements, and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

4. An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the department’s preparation and fair presentation of the
financial statements 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
department’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

6. In my opinion, the financial statements present fairly, in all material respects, the
financial position of the Department of Agriculture and Rural Development as at 31
March 2016 and its financial performance and cash flows for the year then ended, in
accordance with the MCS and the requirements of the PFMA and DoRA.

Emphasis of matter

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

Material underspending of the vote

8. As disclosed in the appropriation statement, the department materially underspent
the budget of the overall vote by R93,29 million. This can be attributed to a moratorium
on filling of vacant posts, late rains and slower than anticipated implementation of
drought relief interventions.

Additional matter

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

Unaudited supplementary schedules

10. The supplementary information set out on pages 204 to 220 does not form part of
the financial statements and is presented as additional information. | have not audited
these schedules and, accordingly, | do not express an opinion thereon.

Report on other legal and regulatory requirements

11. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004)
(PAA) and the general notice issued in terms thereof, | have a responsibility to report
findings on the reported performance information against predetermined objectives for
selected programmes presented in the annual performance report, compliance with
legislation and internal control. The objective of my tests was to identify reportable
findings as described under each subheading but not to gather evidence to express
assurance on these matters. Accordingly, | do not express an opinion or conclusion on
these matters.

Predetermined objectives

12. | performed procedures to obtain evidence about the usefulness and reliability of the
reported performance information for programme 2 - agricultural development services
on pages 32 to 47 presented in the annual performance report of the department for the
year ended 31 March 2016.
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13. 1 evaluated the usefulness of the reported performance information to determine
whether it was presented in accordance with the National Treasury’s annual reporting
principles and whether the reported performance was consistent with the planned
programmes. | further performed tests to determine whether indicators and targets
were well defined, verifiable, specific, measurable, time bound and relevant, as required
by the National Treasury’s Framework for managing programme performance
information (FMPPI).

14. 1 assessed the reliability of the reported performance information to determine
whether it was valid, accurate and complete.

15. 1did not raise any material findings on the usefulness and reliability of the reported
performance information for the selected programme.
Additional matters

16. Although | did not raise any material findings on the usefulness and reliability of the
reported performance information for the selected programme, | draw attention to the
following matters:

Achievement of planned targets
17. Refer to the annual performance report on pages 32 to 47 for information on the
achievement of the planned targets for the year.

Adjustment of material misstatements

18. l identified material misstatements in the annual performance report submitted for
auditing on the reported performance information for the agricultural development
services programme. As management subsequently corrected the misstatements, | did
not raise any material findings on the usefulness and reliability of the reported perfor-
mance information.

Compliance with legislation

19. 1 performed procedures to obtain evidence that the department had complied with
applicable legislation regarding financial matters, financial management and other
related matters. My material findings on compliance with specific matters in key
legislation, as set out in the general notice issued in terms of the PAA, are as follows:

Expenditure management

20. Effective steps were not taken to prevent irregular expenditure of R34,17 million, as
disclosed in note 23 to the annual financial statements, in contravention of section
38(1)(c)(ii) of the PFMA and treasury regulation 9.1.1.

Internal control

21.1 considered internal control relevant to my audit of the financial statements, annual
performance report and compliance with legislation. The matters reported below are
limited to the significant internal control deficiencies that resulted in the findings on the
compliance with legislation included in this report.
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Leadership

22.Vacancies in key positions and the use of acting positions affected leadership’s ability
to implement effective action plans and internal control policies to create an effective
internal control environment in respect of compliance with legislation.

Financial and performance management
23. Monitoring and contract management processes did not prevent non-compliance
with laws and regulations.

Other reports

24.|draw attention to the following engagements that could potentially have an impact
on the department’s financial, performance and compliance related matters. My opinion
is not modified in respect of these engagements that are either in progress or have been
completed.

Investigations

25.Three independent consulting firms performed an investigation at the request of the
department, which covered the period 2011 to 2012. The investigation was initiated
based on an allegation of possible misappropriation of the department’s assets. The
investigation resulted in disciplinary actions being instituted against 12 employees, of
which seven have been finalised. At the time of this report, disciplinary proceedings for
five employees were in progress.

26.The provincial treasury’s internal audit unit performed nine investigations on
possible supply chain management irregularities covering the period April 2009 to
March 2015.

Five of the investigations were completed and four were still in progress. In addition, one
internal investigation was in progress relating to alleged fraudulent activity with regards
to delivery of fencing material.

Audikor— Genersd

Pietermaritzburg
29 July 2016

AUDITOR-GENERAL
SOUTH AFRICA

Audliting to build public confidence
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE APPROPRIATION STATEMENT
for the year ended 31 March 2016
Detail of transfers and subsidies as per Appropriation Act (after Virement):

Detail of these transactions can be viewed in the note on Transfers and subsidies, disclosure
notes and Annexure 1 (A-H) to the Annual Financial Statements.

Detail of specifically and exclusively appropriated amounts voted (after Virement):

Detail of these transactions can be viewed in note 1 (Annual Appropriation) to the Annual
Financial Statements.

Detail on payments for financial assets

Detail of these transactions per programme can be viewed in the note on Payments for
financial assets to the Annual Financial Statements.

Explanations of material variances from Amounts Voted (after Virement):

Per programme

Final Actual Variance | Variance as a
Programme Appropriation | Expenditure R’000 % of Final
Appropriation
R’000 R’000 R’000 R’000
Programme 1: Administration 372124 341 761 30 363 8.16
Programme 2: Agriculture 1918 360 1855 535 62 825 3.27
Programme 3: Rural
Development 1995 1891 104 5.21

This under-spending for Programme 1: Administration is mainly due to the following:

- R1.646 million under Compensation of employees as a result of the moratorium on
filling posts until the matching and placing of existing staff into the new organisational
structure is finalised.

- R12.168 million under Goods and services, in respect of the migration from Novell to
Microsoft not being finalised as anticipated.

- R955 000 under Transfers and subsidies relates to the fact that the payment to Public
Service SETA did not materialise as this payment is now managed at a national level.

- R15.594 million relates to Machinery and equipment, mainly as a result of vehicles
ordered but not delivered of R5.023 million, as well as the delay in the migration from
Novell to Microsoft resulting in the server not being acquired as planned, amounting to
R10.571 million."

This under-spending for Programme 2: Agriculture can largely be attributed to the following:

— R1.877 million under Compensation of employees as a result of the moratorium on filling
posts until the matching and placing of existing staff into the new organisational structure
is finalised.

{28 Annual Report_2015/16



DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE APPROPRIATION STATEMENT
for the year ended 31 March 2016

— R10.276 million under Goods and services in respect of animal feed and medicines
ordered but not delivered and paid for by 31 March 2016. This includes additional fodder
for drought relief to small scale and subsistence farmers.

— R19.873 million under Transfers and subsidies is mainly against Transfers and subsidies
to: Public corporations and private enterprises in respect of Communal Estates which is
the consolidation of adjacent parcels of land into viable farming units and the
establishment of commercial farming operations by the land owners in partnership with
government and possibly investors or neighbouring commercial farmers due to limited
farming activities, as a result of the drought, as well as slow progress on the Nyonende
Hatchery project. The department only transfers funds based on progress made and
previous tranches being fully utilised and accounted for.

— R30.799 million under Payment for capital assets, mainly relates to Buildings and other
fixed structures as a result of slower than anticipated implementation of drought relief
interventions such as boreholes, stock watering dams and dip tanks due to high demand
and short supply for service providers due to drought amounting to R27.733 million. The
funds were fully committed by year-end and service providers are on site. Also as a
result of vehicles ordered but not delivered of R3.066 million.

This under-expenditure for Programme 3: Rural Development is largely in respect of
Compensation of employees and related costs in respect of vacant posts

4.2 Per economic classification
Economic classification Final Actual Variance Variance
Appropriation | Expenditure as a % of
Final
Appropriat
ion
R’000 R’000 R’000 R’000
Current payments
Compensation of employees 914 999 911 392 3607 0.39
Goods and services 849 268 826 804 22 464 2.65
Interest and rent on land 227 227 - -
Transfers and subsidies
Provinces and municipalities 1313 1313 - -
Departmental agencies and 102 269 101 306 963 0.94
accounts
Public corporations and private 131 956 112 091 19 865 15.05
enterprises
Non-profit institutions 13770 13770 - -
Households 18 488 18 488 - -
Payments for capital assets
Buildings and other fixed structures 200 421 172 688 27733 13.84
Machinery and equipment 58 799 40 139 18 660 31.74
Heritage assets - - - -
Biological assets 350 350 - -
Intangible assets - - - -
Payments for financial assets 619 619 - -
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE APPROPRIATION STATEMENT
for the year ended 31 March 2016

— Compensation of employees was marginally under-spent by R3.604 million of the
Final Appropriation, due to the moratorium on filling posts until the migration to the
new organisational structure has been completed.

— Goods and services reflects under-expenditure of R22.479 million of the Final
Appropriation, mainly as a result of the following:

e Migration from Novell to Microsoft not being finalised.

e Farming supplies for livestock fodder not delivered so not paid for by year-
end.

¢ Animal medicine that was ordered but not delivered or paid for by year-end.

— Transfers and subsidies reflects under-expenditure of R20.828 million of the Final
Appropriation, mainly as a result of the following:

— Departmental agencies and accounts reflects under-spending of R963 000 of the
Final Appropriation. This relates to the fact that the payment to Public Service SETA
did not materialise as this payment is now managed at a national level.

— Public corporations and private enterprises was under-spent by R19.865 million of
Final Appropriation, due to limited farming activities by the Communal Estates as a
result of the drought, as well as slow progress of the Nyonende Hatchery project. The
department only transfers funds based on progress made and previous tranches
being fully utilised and accounted for.

— Payments for capital assets reflects under-expenditure of R46.397 million of the Final
Appropriation, mainly as a result of the following:

e Buildings and other fixed structures reflects under-spending of R27.733
million of the Final Appropriation. This under-spending relates to the dip
tanks, boreholes and stock watering dams, which progressed slower than
anticipated, as already mentioned above.

e Machinery and equipment shows under-spending of R18.660 million relating
to the IT server and vehicles ordered but not delivered.

4.3 Per conditional grant Final Actual Variance | Variance as a
Appropriation Expenditure % of Final
Appropriation
R’000 R’000 R’000 R’000

Comp Agricultural Support Programme 226 161 226 161 - -
llima/ Letsema Project 69 401 69 401 - -
Land Care 10 666 10 666 - -
EPWP Incentive grant for Provinces 2 296 2 296 - =

Conditional Grants 100% spent
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT

VOTE 3

STATEMENT OF FINANCIAL PERFORMANCE

for the year ended 31 March 2016

REVENUE

Annual appropriation
Departmental revenue
Aid assistance

TOTAL REVENUE
EXPENDITURE

Current expenditure
Compensation of employees
Goods and services

Interest and rent on land

Aid assistance

Total current expenditure

Transfers and subsidies
Transfers and subsidies

Total transfers and subsidies

Expenditure for capital assets
Tangible assets

Intangible assets

Total expenditure for capital assets

Payments for financial assets
TOTAL EXPENDITURE

SURPLUS/(DEFICIT) FOR THE YEAR

Reconciliation of Net Surplus/(Deficit) for the year

Voted funds
Annual appropriation

Departmental revenue and NRF Receipts
Aid assistance
SURPLUS/(DEFICIT) FOR THE YEAR

{78 Annual Report_2015/16

Note

W O O A

13

2015/16 2014/15
R'000 R'000
2 292 479 2131046
23712 32 267
2482 -
2318 673 2163 313
911 393 851 046
826 800 714 125
227 171
2 768 1410
1741188 1 566 752
246 969 219 116
246 969 219 116
213 305 215139
39
213 305 215178
619 3408
2 202 081 2 004 454
116 592 158 859
93 292 128 002
93292 | | 128 002 |
23712 32 267
(412) (1410)
116 592 158 859




DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT

VOTE 3
STATEMENT OF FINANCIAL POSITION

for the year ended 31 March 2016

Note 2015/16 2014/15
R'000 R'000
ASSETS
Current assets 132 454 90 907
Cash and cash equivalents 10 127 460 71254
Receivables 11 4 994 19 653
Non=current assets 2101 2075
Receivables 11 2101 | | 2075 |
TOTAL ASSETS 134 555 92 982
LIABILITIES
Current liabilities 133 509 92 468
Voted funds to be surrendered to the Revenue Fund 12 132 192 88 002
Departmental revenue and NRF Receipts to be
surrendered to the Revenue Fund 13 1092 3492
Payables 14 225 562
Aid assistance repayable - 412
TOTAL LIABILITIES 133 509 92 468
NET ASSETS 1 046 514
Represented by:
Recoverable revenue 1 046 | | 514 |
TOTAL 1046 514
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT

VOTE 3
STATEMENT OF CHANGES IN NET ASSETS

for the year ended 31 March 2016

Note 2015/16 2014/15
R'000 R'000
Recoverable revenue

Opening balance 514 1289
Transfers: 532 (775)

Debts recovered (included in departmental
receipts) (696) (1 652)
Debts raised 1228 877
Closing balance 1046 514
TOTAL 1046 514
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

CASH FLOW STATEMENT
for the year ended 31 March 2016

Note 2015/16 2014/15
R'000 R’000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts 2 354 250 2112719
Annual appropriated funds received 1.1 2331379 2091 046
Departmental revenue received 2 20 362 21 304
Interest received 2.3 27 369
Aid assistance received 3 2482 -
Net (increase)/decrease in working capital 14 296 (17 902)
Surrendered to Revenue Fund (114 114) (68 573)
Current payments (1741 031) (1 566 644)
Interest paid 6 (157) (108)
Payments for financial assets (619) (3 408)
Transfers and subsidies paid (246 969) (219 116)
Net cash flow available from operating activities 15 265 656 236 968
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for capital assets 9 (213 305) (215 178)
Proceeds from sale of capital assets 2.4 3323 10 594
Net cash flows from investing activities (209 982) (204 584)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase/(decrease) in net assets 532 (775)
Net cash flows from financing activities 532 (775)
Net increase/(decrease) in cash and cash
equivalents 56 206 31609
Cash and cash equivalents at beginning of period 71 254 39 645
Cash and cash equivalents at end of period 10 127 460 71 254
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

ACCOUNTING POLICIES
for the year ended 31 March 2016

Summary of significant accounting policies

The financial statements have been prepared in accordance with the following policies, which have
been applied consistently in all material aspects, unless otherwise indicated.

The historical cost convention has been used, except where otherwise indicated. Management has
used assessments and estimates in preparing the annual financial statements. These are based on
the best information available at the time of preparation.

Where appropriate and meaningful, additional information has been disclosed to enhance the
usefulness of the financial statements and to comply with the statutory requirements of the Public
Finance Management Act (PFMA), Act 1 of 1999 (as amended by Act 29 of 1999), and the Treasury
Regulations issued in terms of the PFMA and the annual Division of Revenue Act.

1 Basis of preparation
The financial statements have been prepared in accordance with the Modified Cash
Standard.

2 Going concern
The financial statements have been prepared on a going concern basis.

3 Presentation currency
Amounts have been presented in the currency of the South African Rand (R) which is also
the functional currency of the department.

4 Rounding
Unless otherwise stated financial figures have been rounded to the nearest one thousand
Rand (R’000).

5 Foreign currency translation
Cash flows arising from foreign currency transactions are translated into South African
Rands using the exchange rates prevailing at the date of payment / receipt.

6 Comparative information

6.1 Prior period comparative information
Prior period comparative information has been presented in the current year's financial
statements. Where necessary figures included in the prior period financial statements have
been reclassified to ensure that the format in which the information is presented is consistent
with the format of the current year’s financial statements.

6.2 Current year comparison with budget

A comparison between the approved, final budget and actual amounts for each programme
and economic classification is included in the appropriation statement.
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

ACCOUNTING POLICIES
for the year ended 31 March 2016

7 Revenue

71 Appropriated funds
Appropriated funds comprises of departmental allocations as well as direct charges against
the revenue fund (i.e. statutory appropriation).
Appropriated funds are recognised in the statement of financial performance on the date the
appropriation becomes effective. Adjustments made in terms of the adjustments budget
process are recognised in the statement of financial performance on the date the
adjustments become effective.
The net amount of any appropriated funds due to / from the relevant revenue fund at the
reporting date is recognised as a payable / receivable in the statement of financial position.

7.2 Departmental revenue
Departmental revenue is recognised in the statement of financial performance when received
and is subsequently paid into the relevant revenue fund, unless stated otherwise.
Any amount owing to the relevant revenue fund at the reporting date is recognised as a
payable in the statement of financial position.

7.3 Accrued departmental revenue
Accruals in respect of departmental revenue (excluding tax revenue) are recorded in the
notes to the financial statements when:
e it is probable that the economic benefits or service potential associated with the

transaction will flow to the department; and

¢ the amount of revenue can be measured reliably.
The accrued revenue is measured at the fair value of the consideration receivable.
Accrued tax revenue (and related interest and / penalties) is measured at amounts
receivable from collecting agents.

8 Expenditure

8.1 Compensation of employees

8.1.1 Salaries and wages
Salaries and wages are recognised in the statement of financial performance on the date of
payment.

8.1.2 | Social contributions
Social contributions made by the department in respect of current employees are recognised
in the statement of financial performance on the date of payment.
Social contributions made by the department in respect of ex-employees are classified as
transfers to households in the statement of financial performance on the date of payment.

8.2 Other expenditure

Other expenditure (such as goods and services, transfers and subsidies and payments for
capital assets) is recognised in the statement of financial performance on the date of
payment. The expense is classified as a capital expense if the total consideration paid is
more than the capitalisation threshold.
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

ACCOUNTING POLICIES
for the year ended 31 March 2016

8.3 Accrued expenditure payable
Accrued expenditure payable is recorded in the notes to the financial statements when the
goods are received or, in the case of services, when they are rendered to the department.
Accrued expenditure payable is measured at cost.

8.4 Leases

8.4.1 Operating leases
Operating lease payments made during the reporting period are recognised as current
expenditure in the statement of financial performance on the date of payment.
The operating lease commitments are recorded in the notes to the financial statements.

8.4.2 Finance leases
Finance lease payments made during the reporting period are recognised as capital
expenditure in the statement of financial performance on the date of payment.
The finance lease commitments are recorded in the notes to the financial statements and are
not apportioned between the capital and interest portions.
Finance lease assets acquired at the end of the lease term are recorded and measured at
the lower of:
e cost, being the fair value of the asset; or
e the sum of the minimum lease payments made, including any payments made to acquire

ownership at the end of the lease term, excluding interest.

9 Aid Assistance

9.1 Aid assistance received
Aid assistance received in cash is recognised in the statement of financial performance when
received. In-kind aid assistance is recorded in the notes to the financial statements on the
date of receipt and is measured at fair value.
Aid assistance not spent for the intended purpose and any unutilised funds from aid
assistance that are required to be refunded to the donor are recognised as a payable in the
statement of financial position.

9.2 Aid assistance paid
Aid assistance paid is recognised in the statement of financial performance on the date of
payment. Aid assistance payments made prior to the receipt of funds are recognised as a
receivable in the statement of financial position.

10 Cash and cash equivalents

Cash and cash equivalents are stated at cost in the statement of financial position.
Bank overdrafts are shown separately on the face of the statement of financial position.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on
hand, deposits held, other short-term highly liquid investments and bank overdrafts.
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

ACCOUNTING POLICIES
for the year ended 31 March 2016

1 Prepayments and advances
Prepayments and advances are recognised in the statement of financial position when the
department receives or disburses the cash.
Prepayments and advances are initially and subsequently measured at cost.
Prepayments are expensed when expenditure has been incurred.

12 Loans and receivables
Loans and receivables are recognised in the statement of financial position at cost plus
accrued interest, where interest is charged, less amounts already settled or written-off.

13 Investments
Investments are recognised in the statement of financial position at cost.

14 Impairment of financial assets
Where there is an indication of impairment of a financial asset, an estimation of the reduction
in the recorded carrying value, to reflect the best estimate of the amount of the future
economic benefits expected to be received from that asset, is recorded in the notes to the
financial statements.

15 Payables
Loans and payables are recognised in the statement of financial position at cost.

16 Capital Assets

16.1 Immovable capital asset
Immovable capital assets are initially recorded in the notes to the financial statements at
cost. Immovable capital assets acquired through a non-exchange transaction is measured at
fair value as at the date of acquisition.
Where the cost of immovable capital assets cannot be determined accurately, the immovable
capital assets are measured at R1 unless the fair value of the asset has been reliably
estimated, in which case the fair value is used.
All assets acquired prior to 1 April 2002 (or a later date as approved by the OAG) may be
recorded at R1.
Immovable capital assets are subsequently carried at cost and are not subject to
depreciation or impairment.
Subsequent expenditure that is of a capital nature is added to the cost of the asset at the end
of the capital project unless the immovable asset is recorded by another department in which
case the completed project costs are transferred to that department.

16.2 Movable capital assets

Movable capital assets are initially recorded in the notes to the financial statements at cost.
Movable capital assets acquired through a non-exchange transaction is measured at fair
value as at the date of acquisition.

Where the cost of movable capital assets cannot be determined accurately, the movable
capital assets are measured at fair value and where fair value cannot be determined; the
movable assets are measured at R1.

All assets acquired prior to 1 April 2002 (or a later date as approved by the OAG) may be
recorded at R1.
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

ACCOUNTING POLICIES
for the year ended 31 March 2016

Movable capital assets are subsequently carried at cost and are not subject to depreciation
or impairment.

Subsequent expenditure that is of a capital nature is added to the cost of the asset at the end
of the capital project unless the movable asset is recorded by another department/entity in
which case the completed project costs are transferred to that department.

16.3

Intangible assets

Intangible assets are initially recorded in the notes to the financial statements at cost.
Intangible assets acquired through a non-exchange transaction are measured at fair value as
at the date of acquisition.

Internally generated intangible assets are recorded in the notes to the financial statements
when the department commences the development phase of the project.

Where the cost of intangible assets cannot be determined accurately, the intangible capital
assets are measured at fair value and where fair value cannot be determined; the intangible
assets are measured at R1.

All assets acquired prior to 1 April 2002 (or a later date as approved by the OAG) may be
recorded at R1.

Intangible assets are subsequently carried at cost and are not subject to depreciation or
impairment.

Subsequent expenditure that is of a capital nature is added to the cost of the asset at the end
of the capital project unless the intangible asset is recorded by another department/entity in
which case the completed project costs are transferred to that department.

17

Provisions and Contingents

171

Provisions

Provisions are recorded in the notes to the financial statements when there is a present legal
or constructive obligation to forfeit economic benefits as a result of events in the past and 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 of the obligation can be made. The
provision is measured as the best estimate of the funds required to settle the present
obligation at the reporting date.

17.2

Contingent liabilities

Contingent liabilities are recorded in the notes to the financial statements when there is a
possible obligation that arises from past events, and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events not within the
control of the department or when there is a present obligation that is not recognised
because it is not probable that an outflow of resources will be required to settle the obligation
or the amount of the obligation cannot be measured reliably

17.3

Contingent assets

Contingent assets are recorded in the notes to the financial statements when a possible
asset arises from past events, and whose existence will be confirmed by the occurrence or
non-occurrence of one or more uncertain future events not within the control of the
department
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17.4 Commitments
Commitments are recorded at cost in the notes to the financial statements when there is a
contractual arrangement or an approval by management in a manner that raises a valid
expectation that the department will discharge its responsibilities thereby incurring future
expenditure that will result in the outflow of cash

18 Unauthorised expenditure
Unauthorised expenditure is recognised in the statement of financial position until such time
as the expenditure is either:
e approved by Parliament or the Provincial Legislature with funding and the related funds

are received; or
e approved by Parliament or the Provincial Legislature without funding and is written off
against the appropriation in the statement of financial performance; or

o transferred to receivables for recovery.
Unauthorised expenditure is measured at the amount of the confirmed unauthorised
expenditure.

19 Fruitless and wasteful expenditure
Fruitless and wasteful expenditure is recorded in the notes to the financial statements when
confirmed. The amount recorded is equal to the total value of the fruitless and or wasteful
expenditure incurred.
Fruitless and wasteful expenditure is removed from the notes to the financial statements
when it is resolved or transferred to receivables for recovery.
Fruitless and wasteful expenditure receivables are measured at the amount that is expected
to be recoverable and are de-recognised when settled or subsequently written-off as
irrecoverable.

20 Irregular expenditure
Irregular expenditure is recorded in the notes to the financial statements when confirmed.
The amount recorded is equal to the value of the irregular expenditure incurred unless it is
impracticable to determine, in which case reasons therefor are provided in the note.
Irregular expenditure is removed from the note when it is either condoned by the relevant
authority, transferred to receivables for recovery or not condoned and is not recoverable.
Irregular expenditure receivables are measured at the amount that is expected to be
recoverable and are de-recognised when settled or subsequently written-off as irrecoverable.

21 Changes in accounting policies, accounting estimates and errors

Changes in accounting policies that are effected by management have been applied
retrospectively in accordance with MCS requirements, except to the extent that it is
impracticable to determine the period-specific effects or the cumulative effect of the change
in policy. In such instances the department shall restate the opening balances of assets,
liabilities and net assets for the earliest period for which retrospective restatement is
practicable.

Changes in accounting estimates are applied prospectively in accordance with MCS
requirements.

Correction of errors is applied retrospectively in the period in which the error has occurred in
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accordance with MCS requirements, except to the extent that it is impracticable to determine
the period-specific effects or the cumulative effect of the error. In such cases the department
shall restate the opening balances of assets, liabilities and net assets for the earliest period
for which retrospective restatement is practicable.

22

Events after the reporting date

Events after the reporting date that are classified as adjusting events have been accounted
for in the financial statements. The events after the reporting date that are classified as non-
adjusting events after the reporting date have been disclosed in the notes to the financial
statements.

23

Departures from the MCS requirements

Management has concluded that the financial statements present fairly the department’s
primary and secondary information; that the department has complied with the Standard.

24

Capitalisation reserve

The capitalisation reserve comprises of financial assets and/or liabilities originating in a prior
reporting period but which are recognised in the statement of financial position for the first
time in the current reporting period. Amounts are recognised in the capitalisation reserves
when identified in the current period and are transferred to the National/Provincial Revenue
Fund when the underlying asset is disposed and the related funds are received

25

Recoverable revenue

Amounts are recognised as recoverable revenue when a payment made in a previous
financial year becomes recoverable from a debtor in the current financial year. Amounts are
either transferred to the National/Provincial Revenue Fund when recovered or are
transferred to the statement of financial performance when written-off.

26

Related party transactions

A related party transaction is a transfer of resources, services or obligations between the
reporting entity and a related party. Related party transactions are recorded in the notes to
the financial statements when the transaction is not at arm’s length.

27

Inventories (Effective from 1 April 2017)

At the date of acquisition, inventories are recorded at cost price in the notes to the financial
statements

Where inventories are acquired as part of a non-exchange transaction, the cost of inventory
is its fair value at the date of acquisition.

Inventories are subsequently measured at the lower of cost and net realisable value or the
lower of cost and replacement value.
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1. Annual Appropriation
1.1 Annual Appropriation
2015/16 2014/15
Final Actual Funds not Final Appropriation
Appropriation fund requested Appropriation received
received / not
received
Programmes R’000 R’000 R’000 R’000 R’000
Administration 372124 372124 - 334 211 334 211
Agriculture 1918360 1957 260 (38 900) 1796 835 1756 835
Rural Development 1995 1995 - - -
Total 2292479 2331379 (38 900) 2131046 2091 046

The excess of R38.9 million is equitable share received from Provincial Treasury in error.
This amount relates to the suspension made in the second adjustments estimate in 2014/15
and re-allocated in 2015/16 during the Adjustments Estimate. The amount was transferred
twice by Provincial Treasury.

1.2 Conditional grants

Note 2015/16 2014/15
R’000 R’000
Total grants received 30 308 524 319760
Provincial grants included in total grants received - -
| All conditional grants were received |
2. Departmental revenue Note 2015/16 2014/15
R’000 R’000
Tax revenue
Sales of goods and services other than capital 2.1
assets 18 720 19 520
Interest, dividends and rent on land 2.3 27 369
Sales of capital assets 2.4 3323 10 594
Transactions in financial assets and liabilities 2.5 1642 1784
Total revenue collected 23712 32 267
Less: Own revenue included in appropriation - -
Departmental revenue collected 13 23712 32 267

The significant reduction in departmental revenue is mainly in respect of Sale of capital assets.
The decrease under this category is due to the fact that the 2014/15 amount of R10.594 million
comprises the proceeds from the auction of redundant assets for 2013/14 and 2014/15
financial years due to the 2013/14 proceeds only being received in 2014/15.
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2.1 Sales of goods and services other than capital assets

Note 2015/16 2014/15
2 R’000 R’000

Sales of goods and services produced by the
department 18 717 19 518
Sales by market establishment 3312 3325
Administrative fees 26 5
Other sales 15 379 16 188

Sales of scrap, waste and other used current
goods 3 2
Total 18 720 19 520

due to the severe drought conditions.

The reduction in 2015/16 is attributable to fewer soil samples submitted for analysis by farmers

2.2 Interest, dividends and rent on land
Interest

Total

2.3 Sale of capital assets

Tangible assets
Machinery and equipment
Biological assets

Total

Note 2015/16 2014/15
2 R’000 R’000
27 369

27 369

Note 2015/16 2014/15
2 R’000 R’000
3323 10 594

27.2 3193 10 366
27.2 130 228
3 323 10 594

held in 2014/15.

The 2014/15 amount of R10.366 million includes the proceeds from the auction held at end
of 2013/14 but only received by the department in 2014/15, as well as proceeds of auction

2.4 Transactions in financial assets and liabilities

Receivables

Other Receipts including Recoverable
Revenue

Total

Note 2015/16 2014/15
2 R’000 R’000
592 737

1050 1047

1642 1784
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3. Aid assistance
Note 2015/16 2014/15
R’000 R’000
Opening Balance 412 1822
Prior period error - -
As restated 412 1822
Transferred from statement of financial
performance (412) (1410)
Closing Balance - 412
The department received funding from the World Health Organisation for funding of the rabies
elimination programme in the province.
3.1 Analysis of balance by source 2015/16 2014/15
Note R’000 R’000
Aid assistance from RDP 3 - 412
Closing balance - 412
3.2 Analysis of balance
2015/16 2014/15
Note R’000 R’000
Aid assistance repayable - 412
Closing balance - 412
4. Compensation of employees
4.1Salaries and Wages 2015/16 2014/15
R’000 R’000
Basic salary 635 094 597 091
Performance award 9332 8727
Service Based 1571 1808
Compensative/circumstantial 9472 11435
Periodic payments 795 4 961
Other non-pensionable allowances 125 036 110 282
Total 781 300 734 304

4.1 The increase in expenditure relates to the annual cost of living wage adjustment.
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4.2 Social contributions

Note 2015/16 2014/15
R’000 R’000

Employer contributions
Pension 80917 75670
Medical 48 975 40 866
UIF - -
Bargaining council 201 206
Total 130 393 116 742
Total compensation of employees 911 393 851 046
Average number of employees 2902 2901

4.2 The increase to medical aid is in line with the wage agreement

5. Goods and services Note 2015/16 2014/15
R’000 R’000

Administrative fees 2070 77
Advertising 5 846 9440
Minor assets 5.1 5804 4 350
Bursaries (employees) 1451 793
Catering 1336 2990
Communication 34 984 40 538
Computer services 5.2 58 362 40 996
Consultants: Business & adv. services 2042 2724
Infrastructure and planning services 75474 74728
Laboratory services 53 54
Legal services 1668 1987
Contractors 44 672 72742
Agency & support/outsourced services 14 315 1076
Audit cost — external 5.3 5245 4 389
Fleet services 34716 35507
Inventory 5.4 296 467 176 157
Consumables 5.5 58 860 56 595
Operating leases 29 283 25 647
Property payments 5.6 64 253 61 045
Rental and hiring 60 355
Transport provided as part of dept. activities 281 282
Travel and subsistence 5.7 71771 78 053
Venues and facilities 873 6 686
Training and development 7162 8 040
Other operating expenditure 5.8 9752 8 874
Total 826 800 714 125
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The increase is mainly under the Inventory item and relates to the farming supplies such as

livestock fodder and water harvesting equipment acquired to combat the effect of the severe
drought.

5.1 Minor assets Note 2015/16 2014/15
5 R’000 R’000

Tangible assets 5840 4 350
Biological assets 2043 569
Machinery and equipment 3761 3781
Total 5 804 4 350

The biological assets are acquired on a needs basis and hence the fluctuations from year to

year.
5.2 Computer services Note 2015/16 2014/15
5 R’000 R’000
SITA computer services 47 930 39 951
External computer service providers 10432 1045
Total 58 362 40 996

External computer services relate to provision of IT support for Extension Recovery

Services
5.3 Audit cost — External Note 2015/16 2014/15
R’000 R’000
Regularity audits 5 5245 4 389
Total 5245 4 389

|The audit costs are in line with the audit fees agreed to with the Auditor-General

1(:7A Annual Report_2015/16



DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT

VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

5.4 Inventory

Clothing material and accessories
Farming supplies

Food and food supplies

Fuel, oil and gas

Learning, teaching and support material

Materials and supplies
Medical supplies
Medicine

Total

Note 2015/16 2014/15
5 R’000 R’000
5790 4 863

251 255 139 717

2 -

2733 6 076

1792 1619

4 264 5501

595 523

30 036 17 858

296 467 176 157

Department's drought relief intervention is evident against the item Farming supplies in
2015/16 and relates to animal feed and fodder acquired.

5.5 Consumables

Consumable supplies

Uniform and clothing

Household supplies

Building material and supplies

IT consumables

Other consumables
Stationery, printing and office supplies
Total

5.6 Property payments
Municipal services
Property maintenance and repairs
Other
Total
5.7 Travel and subsistence
Local

Foreign

Total

Note 2015/16 2014/15
5 R’000 R’000
50 828 48 475

14 16

3150 2 388

38 027 38 994

- 94

9 637 6 983

8 032 8120

58 860 56 595

Note 2015/16 2014/15
5 R’000 R’000
26774 23490

36 839 36 818

640 737

64 253 61 045

Note 2015/16 2014/15
5 R’000 R’000

70 863 77 638

908 415

71771 78 053

measures.

Decrease in 2015/16 can be ascribed to the continued implementation of cost cutting
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5.8 Other operating expenditure Note 2015/16 2014/15
5 R’000 R’000
Professional bodies, membership &
subscription fees - 640
Resettlement costs - 649
Other 9752 7 585
Total 9 752 8 874
6. Interest and rent on land Note 2015/16 2014/15
R’000 R’000
Interest paid 157 108
Rent on land 70 63
Total 227 171
7. Payments for financial assets
Note 2015/16 2014/15
7 R’000 R’000
Other material losses written off 208 933
Debts written off 411 2475
Total 619 3408
7.1 Other material losses written off Note 2015/16 2014/15
7 R’000 R’000
Nature of losses
Salary related deductions - 933
Irrecoverable Fruitless and Wasteful Expenditure 208 -
Total 208 933
7.2 Debts written off Note 2015/16 2014/15
7 R’000 R’000
Nature of debts written off
Irrecoverable staff debts written off 411 2 475
Total 411 2 475

In terms of Section 6.3.5 of the Debt Management Policy; possible write-offs should firstly be
identified. All reason-able steps should have been taken to recover the debt. A submission
should be prepared with recommendation and supporting documentation to the accounting
officer who will approve that the debt be removed from BAS. Funds to write-off the debt
against must be identified.
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8. Transfers and subsidies 2015/16 2014/15
R’000 R’000
Note
Provinces and municipalities 30, 31 1313 1237
Departmental agencies and accounts Annex 1B 101 306 108 351
Public corporations and private enterprises Annex 1D 112 091 91 962
Non-profit institutions Annex 1F 13770 5 300
Households Annex 1G 18 488 12 267
Total 246 968 219 117
9. Expenditure for capital assets Note 2015/16 2014/15
R’000 R’000
Tangible assets 213 305 215139
Buildings and other fixed structures 9.1 172 689 182 814
Machinery and equipment 9.1 40 266 32181
Biological assets 9.1
350 144
Intangible assets - 39
Software - | | 39 |
Total 213 305 215178
9.1 Analysis of funds utilised to acquire capital assets — 2015/16
Voted funds Aid Total
assistance
R’000 R’000 R’000
Tangible assets 213179 126 213 305
Buildings and other fixed
structures 172 689 - 172 689
Machinery and equipment 40 140 126 40 266
Biological assets 350 - 350
Total 213179 126 213 305

The slight decrease in 2015/16 under buildings and other fixed structures is as a result of the planned number of
stock watering dams and new dip tanks not being completed and paid for by 31 March 2016.
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Tangible assets
Buildings and other fixed
structures

Machinery and equipment

Biological assets

Intangible assets
Software
Total

10. Cash and cash equivalents

for the year ended 31 March 2016

9.2 Analysis of funds utilised to acquire capital assets — 2014/15

Consolidated Paymaster General Account

Cash receipts
Disbursements
Cash on hand
Total

11. Receivables

Note
Claims
recoverable 11.1
Recoverable 11.2
expenditure
Staff debt 11.3
Other debtors 11.4
Total

11.1 Claims recoverable

National departments
Provincial departments
Total

Voted funds Aid Total
assistance
R’000 R’000 R’000
215139 215139
182 814 - 182 814
32181 - 32181
144 - 144
39 39
39| | -1 | 39 |
215178 - 215178
Note 2015/16 2014/15
R’000 R’000
127 700 71 568
1 2
(277) (352)
36 36
127 460 71 254
Current Non- Total Current Non= Total
Current Current
R’000 R’000 R’000 R’000 R’000 R’000
4 043 118 4161 19 072 19072
203 203
445 1116 1559 325 1293 1618
506 867 1375 53 782 835
4994 2101 7095 19653 2075 21728
Note 2015/16 2014/15
11 R’000 R’000
1619 190
2 542 18 882
4161 19 072
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11.2 Recoverable expenditure (disallowance accounts)

Note 2015/16 2014/15
11 R’000 R’000
Salary Tax Debt - 203
Total - 203
11.3 Staff debt Note 2015/16 2014/15
11 R’000 R’000
Staff overpayments and Salary Tax Debts 1284 1321
T&S Debts 267 272
Bursary Debts 8 25
Total 1559 1618
11.4 Other debtors
Note 2015/16 2014/15
11 R’000 R’000
Salary Income Tax 3 -
Salary Insurance Deductions - 5
Salary Pension Fund 6 33
Supplier Debts 1 366 797
Total 1375 835
11.5 Impairment of receivables
Note 2015/16 2014/15
11 R’000 R’000
Estimate of impairment of receivables 302 646
Total 302 646
12. Voted funds to be surrendered to the Revenue Fund

Note 2015/16 2014/15
R’000 R’000
Opening balance 88 002 39 647
As restated 88 002 39 647

Transfer from statement of financial performance
(as restated) 93 292 128 002
Voted funds not requested/not received 1.1 38 900 (40 000)
Paid during the year (88 002) (39 647)
Closing balance 132 192 88 002

conditional grant funds appropriated in 2014/15.

The amount to be surrendered has increased due to the department receiving R38.9
million more than scheduled due to Provincial Treasury transferring the amount
suspended in 2014/15 twice in 2015/16 as well as department not receiving all the
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13. Departmental revenue and NRF Receipts to be surrendered to the Revenue Fund

Opening balance

As restated

Transfer from Statement of Financial
Performance (as restated)

Paid during the year

Closing balance

14. Payables — current

Clearing accounts
Other payables
Total

14.1 Clearing accounts

Salary ACB Recalls

Disallowance Dishonoured Cheques
Salary Reversal Control
Disallowance Miscellaneous
Revenue payable to EDTEA

Total

14.2 Other payables

Salary Motor Finance
Salary Income Tax
Salary Medical Aid
Total

Note

Note

14.1
14.2

Note
14

Note
14
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2015/16 2014/15
R’000 R’000
3492 151
3492 151

23712 32 267

(26 112) (28 926)
1092 3492

2015/16 2014/15
R’000 R’000

225 121
- 441
225 562

2015/16 2014/15

R’000 R’000
180 62

- 12

12 19

1 28

32 -
225 121

2015/16 2014/15

R’000 R’000
- 74
- 258
- 109
- 441
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15. Net cash flow available from operating activities

Note 2015/16 2014/15
R’000 R’000
Net surplus/(deficit) as per Statement of
Financial Performance 116 592 158 859
Add back non cash/cash movements not
deemed operating activities 149 064 78 109
(Increase)/decrease in receivables — current 14 633 (15 541)
(Increase)/decrease in prepayments and
advances - 37
Increase/(decrease) in payables — current (337) (2 398)
Proceeds from sale of capital assets (3323) (10 594)
Expenditure on capital assets 213 305 215178
Surrenders to Revenue Fund (114 114) (68 573)
Voted funds not requested/not received 38 900 (40 000)
Net cash flow generated by operating
activities 265 656 236 968

16. Reconciliation of cash and cash equivalents for cash flow purposes

Note 2015/16 2014/15
R’000 R’000
Consolidated Paymaster General account 127 700 71568
Cash receipts 1 2
Disbursements (277) (352)
Cash on hand 36 36
Total 127 460 71 254
17. Contingent liabilities and contingent assets
17.1 Contingent liabilities
Note 2015/16 2014/15
R’000 R’000
Liable to Nature
Housing loan guarantees Employees Annex 3A 34 349
Claims against the department Annex 3B 45 246 13 516
Intergovernmental payables
(unconfirmed balances) Annex 5 441 1103
Total 45721 14 968

Housing loan guarantees are being phased out and no new guarantees are being issued.
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18. Commitments Note 2015/16 2014/15
R’000 R’000

Current expenditure
Approved and contracted 181798 37 583
181 798 37 583

Capital expenditure
Approved and contracted 99 311 160 638
99 311 160 638
Total Commitments 281109 198 221

one year.

Included in Current commitments Approved and contracted are commitments longer than

19. Accruals and payables not recognised

19.1 Accruals 2015/16 2014/15
R’000 R’000
Listed by economic classification
30 Days 30+ Days Total Total
Goods and services 28 765 3 836 32601 28 311
Capital assets 496 264 760 189
Total 29 261 4100 33 361 28 500
Note 2015/16 2014/15
R’000 R’000
Listed by programme level
Administration 8 277 8 081
Agricultural Development Service 25016 20419
Rural Development 68 -
Total 33 361 28 500
19.2 Payables not recognised
Listed by economic classification
2015/16 2014/15
R’000 R’000
30 Days 30+ Days Total Total
Goods and services - 232 232 -
Interest and rent on land - - - -
Capital assets - 61 61 -
Total - 293 293 -
Listed by programme level
Agriculture 293 -
Total 293 -
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Included in the above totals are the Note 2015/16 2014/15
following: R’000 R’000
Confirmed balances with departments 34 39
Confirmed balances with  other
government entities - -
Total 34 39
20. Employee benefits
Note 2015/16 2014/15
R’000 R’000
Leave entitlement 65 207 62 508
Service bonus (Thirteenth cheque) 26 517 24 483
Performance awards 14 759 14 474
Capped leave commitments 135 859 139 863
Other
Total 242 342 241 328
| Included in leave entitlement is negative leave of R225k |
21. Lease commitments
211 Operating leases expenditure
2015/16 Buildings
Specialise and other Machinery
d military fixed and
equipment Land structures equipment Total
Not later than 1 year - - 13 272 2734 16 006
Later than 1 year and not
later than 5 years - - 28 824 2 027 30 851
Total lease commitments - - 42 096 4761 46 857
2014/15 Specialise Land Buildings Machinery Total
d military and other and
equipment fixed equipment
structures
Not later than 1 year - - 11471 2 381 13 852
Later than 1 year and not
later than 5 years - - 28 192 1384 29 576
Total lease commitments - - 39 663 3 765 43 428

Public Works.

Buildings and other fixed structures relates to Office accommodation leased through
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21.2 Finance leases expenditure**

Specialise Land Buildings Machinery
2015/16 d military and other and
equipment fixed equipment Total
structures
Not later than 1 year - - - 3285 3285
Later than 1 year and not
later than 5 years - - - 2 004 2004
Total lease commitments - - - 5289 5289
Specialise Buildings Machinery
2014/15 d military and other and
equipment Land fixed equipment Total
structures
Not later than 1 year - - - 2088 2088
Later than 1 year and not
later than 5 years - - - 343 343
Total lease commitments - - - 2431 2431

Machinery and equipment relates to Cell phone contracts entered into for 2 year periods

22. Accrued departmental revenue

Sales of goods and services other than capital

assets
Total

22.1 Analysis of accrued departmental revenue

Opening balance

Less: amounts received

Add: amounts recognised

Less: amounts written-off/reversed as
irrecoverable

Closing balance

Note 2015/16 2014/15
R’000 R’000

8 180 5784

8 180 5784

Note 2015/16 2014/15
R’000 R’000

5784 8 208

10 037 12 181

12 632 9 796

199 39

8180 5784
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22.2 Accrued department revenue written off

Note 2015/16 2014/15
R’000 R’000
Nature of losses
Outstanding Laboratories fees 199 39
Total 199 39
23. Irregular expenditure
23.1 Reconciliation of irregular expenditure
Note 2015/16 2014/15
R’000 R’000
Opening balance 42 041 151 764
Prior period error (2 024)
As restated 42 041 149 740
Add: Irregular expenditure — relating to current
year 34 167 17 544
Less: Prior year amounts condoned - 124 020
Less: Amounts not condoned and recoverable - 18
Less:Amounts not condoned and not recoverable 9 856 1205
Closing balance 66 352 42 041
Analysis of awaiting condonation per age
classification
Current year 34 167 17 360
Prior years 32 185 24 681
Total 66 352 42 041

Provincial Treasury continued the exercise of reconciling the disclosures in the departments
register and investigating each case with the department. Provincial Treasury reviewed each
case individually by inspecting payment documents where information was insufficient to
make recommendations the case was referred back to the department for further
investigation. Cases where the recommendation was not to condone, were consolidated as a
first charge against the departments.

:5N Annual Report_2015/16



DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

23.2 Details of irregular expenditure — current year
Incident Disciplinary steps 2015/16

taken/criminal
proceedings

Single source 2278
Sole service provider 23
3 quotes not received, more than 3 requested 755
Month to month contracts 28 878
Non-compliance with delegations 2149
Price variation 84
Total 34 167

The largest portion of irregular expenditure identified related to expired security services
contracts.

23.3 Details of irregular expenditure not recoverable (not condoned)

Incident Not condoned by (condoning 2015/16
authority)
Competitive bidding
process not followed 9 856
Total 9 856
23.4 Details of irregular expenditures under investigation (not included 2015/16
on main note) R’000
Incident
Quotes not received(3 or more requested) 646
Quotes not requested 2527
Month to Month Contracts 18 655
No Contracts 502
Single source 99
Use of prohibited suppliers 372
Competitive bidding process not followed 4232
No order 15
Supplier restricted 1654
No supporting docs 447
Splitting of orders 643
Delegations not adhered to 969
Fraudulent payment 500
Overpayment to supplier 296
Preferred supplier unable to deliver 183
Conflict of interest 13
Variations in terms of Reference 432
Total 32185
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT

VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

for the year ended 31 March 2016

23.5 Prior period error Note

23
Nature of prior period error

Misclassification 2013/14 and prior
Relating to 2013/14

Month to month lease contract 2014/15
Total

24. Fruitless and wasteful expenditure
24.1 Reconciliation of fruitless and wasteful expenditure

24.2

24.3

Note

Opening balance

Prior period error

As restated

Fruitless and wasteful expenditure — relating to
prior year

Fruitless and wasteful expenditure = relating to
current year

Less: Amounts resolved

Fruitless and wasteful expenditure awaiting
resolution

Analysis of awaiting resolution per economic classification

Current
Total

Analysis of Current year’s fruitless and wasteful expenditure

Incident
proceedings

Interest on Overdue Accounts

Late Registration Fee

No show: Accommodation Fees

Total

Disciplinary steps taken/criminal

2014/15

R’000

2 024

2024

184

(1840)

2015/16 2014/15

R’000 R’000

1455 1121

1455 1121
17

166 334

208 -

1430 1455

2015/16 2014/15

R’000 R’000

1430 1455

1430 1455

2015/16

R’000

157

1

8

166

Investigations are currently being undertaken into each transaction and officials

requested to provide explanations for each case
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

24.4 Details of fruitless and wasteful expenditure under investigation (not in the main

note)

Incident 2015/16
R’000
Interest on overdue account 247
Service fees no show?2 2
Cancelation fees 109
Late Registration fees 1
Damages to hired vehicles 103
No show: accommodation fees 57
Late cancellation of fees 651
Used building lease 17
Late booking surcharge 77
Total 1264

Note 2015/16

25, Related Party Transactions R’000

In kind goods and services provided/received

The following are related parties to the Department:

Mjindi Farming (Pty) Ltd

Agricultural Development Agency

Ntingwe Tea (Pty)Ltd

Refer to Annexure 1B,1D,2A and 2B for details of transactions with the above entities

26. Key management personnel

No. of

Individuals
2015/16 2014/15
R’000 R’000
Political office bearers (provide detail below) 1 1902 1928

Officials:

Level 15 to 16 6 8074 5580
Level 14 (incl. CFO if at a lower level) 9 7 446 5718
Total 17 422 13 226
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

27. Movable Tangible Capital Assets

MOVEMENT IN MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE
YEAR ENDED 31 MARCH 2016

Opening Value and Additions Disposals Closing
balance Adjustments Balance
R’000 R’000 R’000 R’000
MACHINERY AND
EQUIPMENT 508 023 - 46 847 9203 545 667
Transport assets 140 320 - 19 492 8 990 150 822
Computer equipment 96 555 - 13 846 213 110 188
Furniture and office
equipment 18 399 - 1439 - 19 838
Other machinery and
equipment 252 749 - 12 070 - 264 819
BIOLOGICAL
ASSETS 1171 1393 623 268 2919
Biological assets | 1171 1393 623 268 2919 |
TOTAL MOVABLE
TANGIBLE CAPITAL
ASSETS 509 194 1393 47 470 9471 548 586
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

27.1 Additions
ADDITIONS TO MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER
FOR THE YEAR ENDED 31 MARCH 2016

Cash* Non- (Capital Work Received Total
cash** in Progress current,
current costs  not paid
and finance (Paid
lease current
payments) year,
received
prior
year)
R’000 R’000 R’000 R’000 R’000
MACHINERY AND
EQUIPMENT 36801 10046 - - 46 847
Transport assets 17896 1596 - - 19 492
Computer equipment 12 877 969 - - 13 846
Furniture and office 614 - -
equipment 825 1439
Other machinery and 6 867 - -
equipment 5203 12 070
BIOLOGICAL ASSETS
350 273 623
Biological assets | 350 273 = = 623 |
TOTAL ADDITIONS TO
MOVABLE TANGIBLE
CAPITAL ASSETS 37151 10319 - - 47 470
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

27.2 Disposals
DISPOSALS OF MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER
FOR THE YEAR ENDED 31 MARCH 2016

Sold for Non Total Cash
cash Cash disposals Received
disposal Actual
R’000 R’000 R’000 R’000
MACHINERY AND
EQUIPMENT 8 990 213 9203 3193
Transport assets 8 990 - 8 990 3193
Computer equipment - 213 213 -
BIOLOGICAL ASSETS 268 - 268 130
Biological assets | 268 268 130 |
TOTAL DISPOSAL OF
MOVABLE TANGIBLE
CAPITAL ASSETS 9 258 213 9471 3323

27.3 Movement for 2014/15
MOVEMENT IN MOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER
FOR THE YEAR ENDED 31 MARCH 2015

Opening Prior Additions Disposals Closing

balance period Balance
error
R’000 R’000 R’000 R’000 R’000

MACHINERY AND
EQUIPMENT 502 072 (1 548) 42 387 34 888 508 023
Transport assets 145 670 335 25789 31474 140 320
Computer equipment 93 587 (495) 5977 2514 96 555
Furniture & office equipment 17 235 337 1182 355 18 399
Other machinery & equipment 245580 (1725) 9439 545 252749
BIOLOGICAL ASSETS 1476 305 1171
Biological assets | 1476 - - 305 1171 |
TOTAL MOVABLE
TANGIBLE CAPITAL
ASSETS 503 548 (1 548) 42 387 35193 509 194
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT

VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

for the year ended 31 March 2016

27.3.1 Prior period error

Nature of prior
period error

Machinery and
Equipment adj

Note

2014/15
R’000

(1.548)

TOTAL

(1 548)

27.4 Minor assets

MOVEMENT IN MINOR ASSETS PER THE ASSET REGISTER FOR THE YEAR ENDED

AS AT 31 MARCH 2016

Specialised Intangible Heritage Machinery Biological Total
military assets assets and assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000
Opening bal - 56 - 24 989 6706 31751
Value adj. - - - 121 1682 1803
Additions - - - 1265 49 1314
Disposals - - - 21 2377 2 398
TOTAL
MINOR
ASSETS - 56 - 26 354 6060 32470
Specialised Intangible Heritage Machinery Biological Total
military assets assets and assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000
Number of
R1 minor
assets - - - 25 888 25 888
Number  of
minor assets
at cost - - - 18 758 3617 22375
TOTAL
NUMBER
OF MINOR
ASSETS - - - 44 646 3617 48 263
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT

VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

for the year ended 31 March 2016

MOVEMENT IN MINOR ASSETS PER THE ASSET REGISTER FOR THE YEAR ENDED
AS AT 31 MARCH 2015

Opening
balance

Additions

Disposals
TOTAL
MINOR
ASSETS

Number of
R1 minor
assets
Number  of
minor assets
at cost

TOTAL
NUMBER
OF MINOR
ASSETS

Specialised Intangible Heritage Machinery Biological Total
military assets assets and assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000
- 56 - 24 415 8182 32653
- - - 1645 1645
- - - 1071 1476 2 547
- 56 - 24 989 6706 31751
Specialised Intangible Heritage Machinery Biological Total
military assets assets and assets
assets equipment
R’000 R’000 R’000 R’000 R’000 R’000
- - - 26338 - 26338
- - - 18217 4141 22358
B ) " 44555 4141 48 696
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT
VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

28. Intangible Capital Assets

MOVEMENT IN INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2016

Opening Value Additions Disposals Closing
balance Adjustment Balance
R’000 R’000 R’000 R’000 R’000
SOFTWARE 2 803 - - - 2 803
TOTAL
INTANGIBLE
CAPITAL ASSETS 2803 - - - 2 803

28.1 Movement for 2014/15

MOVEMENT IN INTANGIBLE CAPITAL ASSETS PER ASSET REGISTER FOR THE YEAR
ENDED 31 MARCH 2015

Opening Prior Additions Disposals Closing
balance period Balance
error
R’000 R’000 R’000 R’000 R’000
SOFTWARE 2764 - 39 - 2803
TOTAL INTANGIBLE
CAPITAL ASSETS 2764 - 39 - 2 803
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DEPARTMENT OF AGRICULTURE AND RURAL DEVELOPMENT

VOTE 3

NOTES TO THE ANNUAL FINANCIAL STATEMENTS
for the year ended 31 March 2016

28.2 Additions

ADDITIONS TO IMMOVABLE TANGIBLE CAPITAL ASSETS PER ASSET REGISTER
FOR THE YEAR ENDED 31 MARCH 2016

Cash Non- (Capital Received Total
cash Work in current,
Progress not paid
current (Paid
costs and current
finance year,
lease received
payments) prior
year)
R’000 R’000 R’000 R’000 R’000
BUILDING & OTHER FIXED 172688 - (172 688) - -
STRUCTURES
Dwellings - - - - -
Non-residential buildings 172 688 - (172 688) - -
Other fixed structures - - - - -
TOTAL ADDITIONS TO
IMMOVABLE TANGIBLE
CAPITAL ASSETS 172 688 - (172 688) - -
29. Prior period errors
29.1 Correction of prior period errors R’000
Expenditure:
Nature of prior year -
Misclassification 2013/14 and prior year (2 024)
Relating to 2014/15 -
Month to month lease contract 2014/15 184
Net effect (1 840)

Expenditure: R-2024 - Provincial Treasury recommendation was that this was
incorrectly classified. R184 — Month to month rental payment in 2014/15.

Assets:
Nature of prior year error:

Note

Machinery and Equipment adjustment

Net effect

2014/15
R’000

(1 548)

(1 548)

Assets: The Adjustment to the Movable Capital Assets as a result of errors identified on
the Asset Register that were corrected during the 2015/16 financial year.
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ANNEXURE 7
MOVEMENT IN CAPITAL WORK IN PROGRESS

MOVEMENT IN CAPITAL WORK IN PROGRESS FOR THE YEAR ENDED 31 MARCH 2016
Opening Current Completed Closing

balance Year Assets balance
Capital
WIP

R’000 R’000 R’000 R’000
BUILDINGS AND OTHER FIXED STRUCTURES 315150 172 688 - 487 838
Dwellings
Non-residential buildings 315150 172688 - 487 838
Other fixed structures
TOTAL 315150 172 688 - 487 838

MOVEMENT IN CAPITAL WORK IN PROGRESS FOR THE YEAR ENDED 31 MARCH 2015
Opening Current Completed Closing

balance Year Assets balance
Capital
WIP

R’000 R’000 R’000 R’000
BUILDINGS AND OTHER FIXED STRUCTURES 132336 182814 - 315150
Dwellings
Non-residential buildings 132336 182814 - 315150
Other fixed structures
TOTAL 132336 182 814 - 315 150
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TOGETHER WE HAVE MADE
KZN A BETTER PROVANCE TO LIVEIN
PN




agriculture

& rural development

Department:
Agriculture and Rural Development

PROVINCE OF KWAZULU-NATAL

Physical Address
01 Cedara Road

Pietermaritzburg
3200

Postal Address
KZN Department of Agriculture & Rural Development
Private Bag X9059
Pietermaritzburg
3200

Tel: 033 355 9100 | Fax: 033 355 9122
Toll-Free: 0800 000 996
Email: callcentre.agriculture@kzndard.gov.za
Internet: www.kzndard.gov.za
Intranet: http//home.kzndard.gov.za

ﬂ KwaZulu-Natal Department of Agriculture @KINDARD
and Rural Development

www kzndard. gov.zo






