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1. PUBLIC ENTITY’S GENERAL INFORMATION 

REGISTERED NAME:           Performing Arts Centre of the Free State

PHYSICAL ADDRESS:        12 First Avenue, 

      Westdene, 

      Bloemfontein                                                                                       
   

POSTAL ADDRESS:      PO Box 1292

      Bloemfontein, 

      9301                          

                                       

TELEPHONE NUMBER/S:     051 447 7771
FAX NUMBER:      051 430 5523
EMAIL ADDRESS:      ceo@pacofs.co.za

WEBSITE ADDRESS:     www.pacofs.co.za

EXTERNAL AUDITORS:     Auditor-General of South Africa  
BANKERS:      ABSA
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2. LIST OF ABBREVIATIONS/ACRONYMS

AFS       Annual Financial Statements

AGSA       Auditor General of South Africa

ARC       Audit and Risk Committee 

BBBEE       Broad Based Black Economic Empowerment

CBC       Core Business Committee 

CCMA        The Commission for Conciliation, Mediation and Arbitration

CEO       Chief Executive Officer

CFO       Chief Financial Officer

DSAC       National Department of Sport, Arts and Culture

GRAP      Generally Recognised Accounting Practice

HR       Human Resources

MTEF       Medium Term Expenditure Framework

PACOFS      Performing Arts Centre of the Free State

PFMA       Public Finance Management Act

REMSEC     Remuneration, Social and Ethics Committee 

SAMRO      South African Music Rights Organisation

SBD      Standard Bidding Document

SCM       Supply Chain Management

SPC       Special Projects Committee 

TR      Treasury Regulations

UIF       Unemployment Insurance Fund
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3.  FOREWORD BY THE CHAIRPERSON
Introduction 

I am pleased to present PACOFS’ 2021/22 Annual Report on behalf of Council. The 
report outlines the entity’s performance against the 2021/22 Annual Performance 
Plan that was approved by Parliament.

The performance of the entity should be understood against the backdrop of the 
Covid-19 restrictions, which were in place for the whole duration of the year under 
review. 

High level overview of the entity’s strategy and performance 

The entity has 6 strategic outcomes that it set itself to achieve during the 6th administra-
tion of government, which ends in the 2024/25 financial year. However, due to the practical 
challenges posed by Covid-19, the entity took a conscious decision to focus on the following 3 
strategic outcomes during the year under review.

- Strong governance and sound financial controls
- Vibrant artistic programme
- Creating opportunities for performing artists from target groups

The targets being reported against in this annual report are therefore informed by these strategic outcomes. 

It is refreshing to report that the entity has obtained an unqualified audit outcome, now two years on the trot. This is a massive 
achievement in the context of the challenges the entity has been experiencing over the years, which in the process it received 
adverse audit outcomes.

I wish to applaud Council, management and staff for this achievement. This comes on the back of their dedication and diligence, 
against all odds.

Despite the entity operating without an Artistic Director, whose contract expired at the end of January 2022, the artistic programme 
was successfully executed and opportunities for artists from target groups were created in the process.
 Challenges faced by PACOFS

The building of trust requires time, effort, transparency, access and continuous engagement, and Council continues to building 
trust within the organisation. The internal challenges that periodically beset the entity, rightfully attracted the attention of the 
Portfolio Committee on Sport, Arts and Culture (PC), and Council had to meet and report continually to the PC, together with our 
oversight Department of Sport, Arts and Culture. This has resulted in an extraordinary high number of Council meetings as well 
as Council Committee meetings. It is clear that the entity is turning a corner towards positivity and where Council’s involvement 
will remain at a strategic level. 
 The year ahead

Council will be prioritising to fill the vacant positions of the Chief Executive Officer and the Artistic Director, including two senior 
management positions, to ensure full staff complement at the leadership level of the organisation. This will go a long way in im-
proving the organisational performance.

Council will continue to provide support to the leadership of PACOFS to ensure that the strategic outcomes as stated in the current 
Strategic Plan are realised.

Acknowledgements and Appreciation

I would like to express my profound appreciation to the Council of the National Museum for entering into a secondment arrange-
ment with PACOFS, where their Chief Executive Officer, Ms Sharon Snell, assisted us for the whole financial year under review.

My gratitude goes to Ms Snell, as the then acting CEO, for steering the PACOFS ship under very trying circumstances.

I am also appreciative to management and staff of PACOFS for cooperating with Council in ensuring that PACOFS 
functions the way it has been established to.
 

Adv. TG Moeeng
Council Chairperson
Date: 31 August 2022
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4.   CHIEF EXECUTIVE OFFICER’S OVERVIEW

Introduction

It is with delight to present the 2021/22 annual report of the institution.

This overview briefly outlines the organisational performance review and performance capacity constraints, including plans to 
address them.

Organisational performance review

The performance of the entity as reported in this document should be viewed against the backdrop of the Covid-19 restrictions.

The performance targets that are referenced herein are in the 2021/22 annual performance plan of the entity. These targets are 
11 in total.

The entity managed to fully and partially achieve 10 of its targets. This constitutes 90.9% performance rate. This achievement 
includes the second consecutive unqualified audit outcome, which is evidence of the entity’s improving administration and sound 
governance.

Of the above-mentioned performance rate, 45% is partially achieved. The reasons for the partial achievement and the 9% 
non-achievement (1 target) include the following:

−	 Covid-19 restrictions and vacancies in marketing and audience development, precipitated by natural attrition; played a 
part in not fully meeting targets 6 and 9, as reported in section 11 below.

−	 Vacant positions of senior manager for facilities and the human resources manager contributed to the non-achievement 
and partial achievement of targets 4 and 5, respectively.

−	 Partial achievement of target 8 is attributable to a failure to attract suitable artistic workshop facilitator through supply 
chain management processes.

To ensure non-recurrence, the following processes will unfold in the coming financial year:

- The positions of senior manager for marketing and audience development will be filled
- The position of senior manager for facilities will be filled with a person with a background in engineering and project 

management. The position of human resource manager will also be filled.
- A team of performing arts facilitators will be appointed for at least a period of 12 months.

On financial administration, there was a decrease in the entity’s asset base from R52.4 million in 2020/21 to R17.1 million.  The 
reason for the huge drop is a result of the PFMA section 42 immovable assets transfer that was made to the Department of Public 
Works and Infrastructure during the year. 

However, the entity saw a slight increase in revenue from exchange transactions signalling the impact of the relaxation of Covid-19 
restrictions towards the end of the reporting period. It increased from R1.2 million in 2020/21 to R1.9 million in the reporting period. 
The operational expenditure against the operational budget, excluding the retained surplus, is 98.2% for the review year.

The entity is two emphases of matters away from obtaining a clean audit outcome. The first matter requires addressing and avoid-
ing irregular, fruitless and wasteful expenditure. A policy is already in place to deal with these, going forward. In addition, a project 
team of managers will be appointed to attend to the irregular, fruitless and wasteful expenditure legacy.

The second emphasis of matter relates to the material underspending of the infrastructure grant. The moratorium on the infrastruc-
ture projects that was imposed by the oversight national Department has been lifted and as indicated above, the senior manager 
for facilities with engineering and project management will be appointed to roll out these projects, which are responsible for the 

reported material underspending.

Performance capacity constraints

The key challenge facing the entity is the continuing history of the organisation’s struggle to retain chief executive 
officers. The previous chief executive officer was at the institution for only 16 months having replaced a chief 

executive officer who had lasted for only 5 months. However, it is hoped that the tide will turn with the immi-
nent appointment of a new chief executive officer, now that the root causes of the negative organisational 

culture and climate are being dealt with.
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Furthermore, other critical vacant positions have contributed to a subdued institution-wide performance that is being presented in 
this annual report. The organisation lost 2 critical resources, namely, the Artistic Director and the Senior Manager for Marketing – 
who was also responsible for theatre management - through contract expiry and resignation, respectively, at the beginning of the 
last quarter of the financial year.   These positions will be filled in the coming year.

Acknowledgements 

For the year under review, until 14 May 2022, Ms Sharon Snell was at the helm of the entity as Acting Chief Executive Officer. 
During this time, she laid a solid foundation for the incoming chief executive officer who is expected to take the organisation to a 
higher level of good performance. 

One would like to take this opportunity on behalf of management and the rest of PACOFS staff to convey appreciation to her for 
the commitment and effort she expended to stabilise the organisation.

Those colleagues who exerted themselves beyond the call of duty to ensure that PACOFS function as it should, despite the known 
challenges facing it, are acknowledged and dearly appreciated.

Last but not least, gratitude is expressed on behalf of staff to Council for its support and guidance.

Mr. SS Sanyane
Acting Chief Executive Officer
Date: 31 August 2022
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5. STATEMENT OF RESPONSIBILITY AND CONFIRMATION OF ACCURACY FOR THE 
ANNUAL PERFORMANCE REPORT

To the best of my knowledge and belief, I confirm the following:

All information and amounts disclosed in the annual report are consistent with the annual financial statements audited by the 
Auditor-General. 

The annual report is complete, accurate and is free from any omissions.

The annual report has been prepared in accordance with the guidelines on the annual report as issued by National Treasury.

The Annual Financial Statements (Part E) have been prepared in accordance with the Generally Recognised Accounting Practice.

The accounting authority is responsible for the preparation of the annual financial statements and for the judgements made in the 
statements.

The accounting authority is responsible for establishing, and implementing a system of internal control which has been designed 
to provide reasonable assurance as to the integrity and reliability of the performance information, the human resource information 
and the annual financial statements.

The Auditor General is engaged to express an independent opinion on the annual financial statements.

In our opinion, the annual report fairly reflects the operations, the performance information, the human resources information and 
the financial affairs of the entity for the financial year ended 31 March 2022.

Mr. SS Sanyane       Adv. TG Moeeng  
Acting Chief Executive Officer     Chairperson of the Council   
Date: 31 August 2022      Date: 31 August 2022
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6.  STRATEGIC OVERVIEW 

6.1  Vision 

To be the icon of performing arts in South Africa.

6.2  Mission 

PACOFS will drive this mission through: 

•	 Architectural preservation – To re-stablish and position itself as premier cultural institution by maintain and improving its 
existing world class facilities. 

•	 Innovative curatorial practices – To inspire a new generation of performing artists who are dynamic, imaginative and 
thought-provoking by creative a conducive and creative working environment. 

•	 Place-making and meaning-making – To cultivate and re-design the venues in positioning itself as cultural hub in the Free 
State. 

•	 Galvanize Community and Partnerships – To persuade stakeholder and communities to view PACOFS as cultural meeting 
place rooted in community values. 

 
6.3  Values

PACOFS aligns itself with the following values: 

•	 Professionalism – PACOFS at all levels will exercise competence, skill, diligence, ethics and integrity expected of professionals

•	 Artistic Expression – Encourage creative expression of artists

•	 Objectivity – Practice objectivity 

•	 Flexibility – Be flexible in our approach to both internal and external stakeholders.



ANNUAL REPORT  | 2021/2022 FINANCIAL YEAR12

7 LEGISLATIVE AND OTHER MANDATES

PACOFS is a PFMA schedule 3A entity that was established by the Ministry of Sport, Arts and Culture in terms of the Cultural 
Institutions Act 1998 (\Act No. 119 of 1998).

7.1. Constitutional Mandates

The primary legislative mandates of the Department of Sport, Arts and Culture come from the Constitution of the Republic of South 
Africa, which states that:

Section 16(1): - “Everyone has the right to freedom of expression which includes –

7.1.1 freedom of the press and other media;
7.1.2 freedom to receive or impact information or ideas;
7.1.3 freedom of artistic creativity; and
7.1.4 academic freedom and freedom of scientific research.”

Section 30 – “Everyone has the right to use language and to participate in the cultural life of their choice, but no one exercising 
these rights may do so in a manner inconsistent with any of the provisions of the Bill of Rights.”

Emanating from the White Paper of Arts, Culture and Heritage the following Acts have been promulgated by Parliament and 
institutions created in furtherance of the constitutional mandate of the Department of Sport, Arts and Culture:

7.2. Legislative Mandates

PACOFS as a Public Entity furthermore will not only be guided by legislative mandates but also other legislation directly or 
indirectly impacting on the entity. The list mentioned below is not complete by any means but provide a working framework of 
legislative mandates governing our daily operations and responsibilities. 

7.2.1 The Constitution of the Republic of South Africa, 1996
7.2.2 Public Finance Management Act, 1999 (PFMA), Act of 1999 as amended by Act 29 of 1999
7.2.3 White Paper of Arts, Culture and Heritage
7.2.4 Cultural Institutions Act 1998 (\Act No. 119 of 1998)
7.2.5 Culture Promotion Act, 1983 (Act No. 35 of 1983)
7.2.6 Labour Relations Act, 1995 (Act No. 66 of 1995 updated 2002)
7.2.7 Occupational Health and Safety Act, 1993 (Act No. 85 of 1993)
7.2.8 Employment Equity Act, 1998 (Act No. 55 of 1998)
7.2.9 Basic Conditions of Employment Act, 1998 (Act No. 97 of 1998)
7.2.10 Skills Development Act, 1998 (Act No. 97 of 1998)
7.2.11 Skills Development Levy Act, 1999 (Act No. 9 of 1999)
7.2.12 Promotion of Access to Information Act, 2000 (Act No. 2 of 2000)
7.2.13 Pension Fund Amendment Act, 2001 (Act No. 65 of 2001)
7.2.14 Broad Based Black Economic Empowerment Act, 2003 (Act No.53 of 2003)
7.2.15 Promotion of Administrative Justice Act, 2000 (Act No. 3 of 2000)
7.2.16 Preferential Procurement Policy Framework Act No. 5 of 2000 (“PPPFA”)
7.2.17 Treasury Regulations, 2005
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8.  ORGANISATIONAL STRUCTURE 

Council / Accounting Authority
Chairperson: Adv. T Moeeng

          Chief Executive Officer
                 Post vacant

Chief Financial Officer
S Sanyane

Senior Manager: Facilities
Post vacant

Artistic Director
Post vacant

Senior Manager: Marketing
Post vacant



ANNUAL REPORT  | 2021/2022 FINANCIAL YEAR14

PART B

P E R F O R M A N C E 
 I N F O R M A T I O N
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9. AUDITOR’S REPORT: PREDETERMINED OBJECTIVES

The AGSA currently performs the necessary audit procedures on the performance information to provide reasonable assurance in 
the form of an audit conclusion. The audit conclusion on the performance against predetermined objectives is included under the 
heading, Report on the audit of the annual performance report, on page 41 of this report.

10.  SITUATIONAL ANALYSIS

10.1  Service delivery environment

The entity had planned 11 targets for the year under review as outlined in the annual performance plan. 45% (5) of the targets 
were achieved and 55% (6) were either partially achieved or not achieved. Details are outlined in section 11, performance infor-
mation by programme, below.

This is the last time to report that the entity continued to operate under the Covid-19 pandemic and the concomitant lockdown reg-
ulations, which limited normal functioning. It is a relief for theatres and similar establishments that the restrictions have been lifted.

Furthermore, the technical skills base of the entity has been a challenge. This is a historical problem emanating from the absorp-
tion of unqualified and unskilled casual staff into critical skills positions from the time the entity was established up to 2014. This 
affects the quality of theatre services that the entity renders to clients. However, these issues are being attended to.

10.2  Organisational environment 

The entity continues to struggle to deliver ‘bums on seats’. This is largely because of the inability to attract popular producers and 
productions. The inability is a result of limited artistic programming budget. The following are some of the initiatives that the entity 
is pursuing to address this key challenge that has bedevilled the organisation for time immemorial:

- upgrading the position of a marketing manager and recruiting the right resource to work on the brand of the organisation 
and aggressively market the artistic programme

- implementing various audience development initiatives
- addressing the organisational culture 
- running a clean administration in order to attract commercial partners and sponsorships 

As indicated in the Chief Executive Officer’s Overview, above, the entity ended the year with the following key vacancies as a 
result resignations, expiry of fixed term contract and natural attrition. These positions will be filled in the coming financial year.

- Chief Executive Officer

- Artistic Director

- Senior Manager for Marketing

- Audience Development Specialist

As mentioned in service delivery environment section, above, about the history of absorption of casual staff that worked as stage 
hands, ushers, bar tenders, cleaners, etc., these employees were given very low salaries owing to their lack of skills and qualifi-
cations.  With their permanent employee status, the attention is on earning better salaries despite not having enhanced their skills 
and qualifications over time despite access to funded studies. This has resulted in perennially low staff morale, which, coupled 
with limited skills sets, impacts the entity’s ability to deliver effectively and efficiently on its annual performance plan targets. 
The entity’s hopes are pinned on the arrival of the new Human Resources Manager to assist in the development and 
implementation of an appropriate workplace skills plan.

10.3  Key policy developments and legislative changes 

There were no key policy developments and legislative changes that significantly affected the operations 
of the entity, except for the procurement embargo imposed in the last quarter of the financial year by 
the National Treasury following a court ruling on the Preferential Procurement Regulations, 2017.
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10.4  Progress towards achievement of institutional impact and outcomes

The current Strategic Plan of PACOFS has 9 targets that are linked to 6 strategic outcomes to be achieved over 5 years. The 6 
strategic outcomes are as follows:

(a) Strong governance and sound financial internal controls
(b) Optimal utilisation of facilities
(c) Well maintained facilities
(d) Financial sustainability
(e) Vibrant artistic programme
(f) Creating opportunities for performing artists from target groups

The following is an update on the progress made after 2 years into the 5 years covered by the Strategic Plan.

5 Year Target 1: Unqualified audit outcome

PACOFS has already in the 2nd year of the Strategic Plan achieved two successive unqualified audit outcomes starting from 
2020/21 financial year.

5 Year Target 2: R0 in irregular, fruitless and wasteful expenditure

Irregular expenditure increased from the baseline figure of R0.9 million (2020/21) to R2.1 million. The amount relates to legal fees 
incurred outside the procurement processes for a disciplinary matter that oscillated between the labour court and the CCMA, and 
excess expenditure incurred above contract amount. 

Fruitless and wasteful expenditure drastically decreased from the baseline figure of R109 052 in 2020/21 to R3 241

5 Year Target 3: 80% of employees meeting set performance targets 

Approximately 77.4% of employees had signed performance agreements for 2021/22. Performance assessments to gauge the 
extent to which employees met the set performance targets had not been finalised at year-end. The performance assessments 
for 2019/20 and 2020/21 were only done by a few departments, the impact of which on the 5 year target would, therefore, be 
immaterial.
 
5 Year Target 4: 44 weeks of events scheduled in the theatres

For the current year 2021/22, a total of 35 weeks of artistic productions, including rental shows, were held in the theatre venues. 
This is a 75% increase from the baseline.

5 Year Target 5: 100% of the facilities maintenance plan targets achieved per annum

This target has been achieved based on the current maintenance plan. However, a more comprehensive maintenance plan is still 
to be developed based on the facilities condition assessment. This would have an impact of reducing the percentage achieved 
once progress is measured against it as it will be much more extensive.
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5 Year Target 6: 6 capital works projects completed

None of the 6 projects has been completed. They are still work in progress.
- Heating, ventilation and air conditioning project design has been completed
- Main entrance upgrade project. Bills of quantity are being developed
- Facilities management contract. Condition assessment has been completed. The project has stalled due to a contractual 

dispute.
- Complex fencing. The appointed contractor has resubmitted the quote due a massive increase in steel prices. Variation 

order application will be submitted to the National Treasury for approval. Failing which, the tender will be re-advertised.
- Installation of closed circuit television. Installation is in progress.
- Fire and smoke detection system. There is currently a dispute with the service provider and expert advice is being sought.

5 Year Target 7: 18% of operating budget funded from own generated revenue

There has been an increase to 3.9% from the baseline of 2.5%. It is expected that the increase will be higher in the coming years 
due to the relaxation of Covid-19 restrictions, which affected the number of patrons allowed in the theatre venues.

5 Year Target 8: 45 artistic events hosted per year

The number of artistic events hosted in the current year dropped below the 2020/21 baseline from 45 to 31. The baseline artistic 
events of 45 were achieved because the large majority of the shows were live streamed due to Covid-19 restrictions.

5 Year Target 9: 60% of the artistic budget spent on performing artists from target groups

100% of the artistic budget was spent on performing artists from the target groups, namely, youth, women, people with disabilities, 
and people from rural areas and townships.
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11. PERFORMANCE INFORMATION BY PROGRAMME

11.1  Programme 1: Administration

The programme aims to provide strategic leadership, direction and support through good governance to PACOFS. Its role is to 
ensure that the necessary support services are provided for the effective management of the organisation

The programme consists of the following sub-programmes:

11.1.1  Office of the Chief Executive Officer

11.1.2  Corporate Services

11.1.3  Facilities Management
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Strategic objectives, performance indicators planned targets and actual achievements

Programme: Administration

Performance Indicator Actual 
Achieve-

ment 
2020/2021

Planned 
Target

2021/2022

Actual 
Achieve-

ment
2021/2022

Devia-
tion from 
planned 
target to 
Actual 

Achieve-
ment 

Comment on 
deviations

Improved 
governance 
and control 
environment

1 Percentage of 
2020/21 audit 
findings ad-
dressed

90% 100% 95% -5% Lack of HR 
capacity to 
implement 
consequences 
management 
on fruitless 
and wasteful 
expenditure

2 Number of risk 
register updates

4 4 4 None None

Improved 
facilities

3 Percentage 
of scheduled 
maintenance plan 
targets achieved

77% 100% 100% 100% None

4 Number of 
capital projects 
implemented

New 
Indicator

4 0 -4 Lack of internal 
technical 
and project 
management 
capacity 
affected the 
roll out of the 
projects

Improved 
organisational 
and staff 
performance

5 Percentage of 
HR plan targets 
achieved

45% 100% 77% -23% Lack of internal 
HR capacity 
to  resolve 
grievances 
resulted 
in certain 
employees 
refusing to 
enter into 
performance 
agreements

Improved 
generation of 
own revenue

6 Amount of 
own revenue 
generated

New 
Indicator

R4.6 million R1.4 million -R3.2 million Projected 
revenue not 
realised as 
fewer than 
planned 
productions 
were hosted 
due to 
Covid-19 
restrictions.



ANNUAL REPORT  | 2021/2022 FINANCIAL YEAR20

Strategy to overcome areas of under performance

Percentage of 2020/21 audit findings addressed 

The appointment of an HR Manager in June 2022 would assist in fast tracking the implementation of consequences management, 
which is the reason for the 5% of the audit findings that have not been fully addressed. 

Number of capital projects implemented

Appointment of a senior official for facilities is underway and the process of filling the position is at selection stage.

Percentage of HR operational plan implemented

An HR Manager will be appointed in June 2022 to drive HR plans and activities.

Amount of own revenue generated

The revenue target is not achieved due to Covid-19 restrictions that continue to affect revenue generation. Revenue targets will 
be reduced to reflect the impact of the pandemic on institutional activities.

Linking performance with budget

2021/2022 2020/2021

Programme Budget Actual
Expenditure

(Over)/Under 
Expenditure

Budget Actual
Expenditure

(Over)/Under 
Expenditure

R’000 R’000 R’000 R’000 R’000 R’000

Administration 49 172 40 694 8 478 42 209 37 447 4 761

Total 49 172 40 694 8 478 42 209 37 447 4 761

Variance

The underspending is due to unfilled funded vacant posts and the retained surplus that was approved late in the year and was not 
fully spent by the end of the financial year.
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11.2  Programme 2: Business Development 
 
The programme aims to implement the core business of the entity by producing artistic programmes and identifying talent in the 
Free State across all disciplines of performing arts.

Purpose of the programme:

To implement the core business of the entity.

Sub-programmes

•	 Arts Coordination
•	 Arts Development

Strategic objectives relating to the programme

•	 Conduct development showcases
•	 Produce artistic programmes
•	 Identify talent in the Free State across all disciplines through auditioning, mentoring, training, placement programme and 

talent pool identification

Strategic objectives, performance indicators planned targets and actual achievements

Programme: Business Development

Performance Indicator Actual 
Achieve-

ment 
2020/2021

Planned 
Target

2021/2022

Actual 
Achieve-

ment 
2021/2022

Devia-
tion from 
planned 
target to 
Actual 

Achieve-
ment for 

2021/2022

Comment on 
deviations

Sustained 
showcasing of 
performing arts 
practitioners 
through staging of 
shows 

7 Number of 
shows staged
or streamed

45 30 31 +1 Due  to the 
Covid-19 restric-
tions on the-
atres, additional 
livestream shows 
were presented

Performing arts 
practitioners 
developed

8 Number of skills 
workshops 
conducted

3 4 3 -1 A suitable service 
provider could 
not be found after 
sourcing quota-
tions

Commentary
 

The programme achieved one target and partially achieved the other with one skills workshop not conducted. As indicated else-
where in the report, a suitable service provider could not be found through supply chain processes. The entity is embarking on 
establishing a database of artistic facilitators.
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Linking performance with budget

2021/2022 2020/2021

Programme Budget Actual
Expenditure

(Over)/Under 
Expenditure

Budget Actual
Expenditure

(Over)/Under 
Expenditure

R’000 R’000 R’000 R’000 R’000 R’000

Business  
Development

11 231 7 229 4 002 10 130 5 644 4 487

Total 11 231 7 229        4 002 10 130 5 644 4 487
 

Variance

There was an underspending in the compensation of employees’ budget as there are still funded vacant positions. There were 
also fewer productions staged because of the restrictions posed by the Covid-19 regulations on theatres and the retained surplus 
was approved late, which would only be spent in the next financial year.

11.3  Programme 3: Public Engagement 

The purpose of this programme is to position PACOFS as an iconic performing arts institution committed to developing the Free 
State creative industry. Public engagements are geared towards ensuring that PACOFS maintains relevance within the sector and 
becomes an impactful contributor to facilitating socio-cultural and economic growth.

Priorities include ongoing engagements with existing and potential stakeholders, marketing of theatre offerings, venues and 
facilities as well as broadening access to institutional arts and culture events and activities.

•	 List of sub-programmes

−	 Marketing and Communications

−	 Theatre Services

−	 Audience Development
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Strategic objectives, performance indicators planned targets and actual achievements

Programme: Public Engagement
Performance Indicator Actual Achieve-

ment 2020/2021
Planned 
Target

2021/2022

Actual 
Achieve-

ment
2021/2022

Devia-
tion from 
planned 
target to 
Actual 

Achieve-
ment for 

2021/2022

Comment on 
deviations

Increase the 
use of theatre 
facilities

9 Number of 
engagements 
with potential 
clients

7 10 6 -4 Marketing 
Manager 
resignation and 
the Marketing 
Officer on 
maternity leave

10 Number 
of items of 
creative 
content 
developed or 
distributed

21 16 23 +7 Increased 
content due 
to unforeseen 
and unplanned 
announcements 
regarding 
Governance-
related issues

Increase theatre 
patronage

11 Number of 
engagements 
focused on 
performing 
arts industry

4 4 7 +3 New stakeholder 
relationships 
were created to 
bolster the arts in 
the province

Commentary 

The programme achieved all its targets but one as the senior manager resigned in the last quarter and the only other official 
responsible was on maternity leave in the same period.

Linking performance with budget

2021/2022 2020/2021

Programme Budget Actual
Expenditure

(Over)/Under 
Expenditure

Budget Actual
Expenditure

(Over)/Under 
Expenditure

R’000 R’000 R’000 R’000 R’000 R’000

Public 
Engagement

8 279 5 861 2 418 8 727 6 204 2 524

Total 8 279 5 861 2 418 8 727 6 204 2 524

Variance

There was an underspending in the compensation of employees’ budget as there are still funded vacant positions. 
There were fewer productions to be marketed because of the restrictions posed by the Covid-19 regulations on 
theatres.
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11.4  Response to the Covid-19 Pandemic

There were no community or external interventions that the institution implemented in response to the Covid-19 pandemic, except 
for internal interventions where all employees were provided with masks and sanitisation stations were placed at all the doors. 
Also, where a case of Covid-19 was confirmed, the whole building was decontaminated. The total amount spent on these efforts 
was R42 406 (R239 610: 2020/21).

11.5  Revenue collection 

2021/2022 2020/2021

Sources of revenue Estimate Actual 
Amount 

Collected

(Over)/Under 
Collection

Estimate Actual-
Amount 

Collected

(Over)/Under 
Collection

R’000 R’000 R’000 R’000 R’000 R’000

Core Funding 48 823 48 823 0 46 883 46 883

Income accrued from 
capital funds 941 941 0 2 111 2 111 0

Rentals 1 774 555 1 219 251 197 (54)

Sale of goods 334 56 278 311 3 308

Commission and other 
income 14 942 4 935 10 007 1 358 1 268 90

Interest        1 868        810 1 058 937 917 20

Total 68 682 56 120 12 562 51 851 51 379 472

The intention of the institution has been to explore alternative revenue streams and develop diverse recurring income generating  
products in an effort to decrease dependence on government grants. However, due to Covid-19 restrictions, there were minimal theatre 
rentals.

Additionally, due to Covid-19 restrictions, productions have been few and minimal liquor sales were made. 

11.6  Capital investment 

Details of the capital projects are covered in section 10.3, Progress towards achievement of institutional impact and outcomes, above. 
Also, the underspending on these projects is highlighted by way of an emphasis of matter in the auditor’s report, below, and the 
challenges around these projects are discussed in the Chief Executive Officer’s Overview, above.
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PART C

G O V E R N A N C E
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12    INTRODUCTION

Corporate governance embodies processes and systems by which an entity is directed, controlled and held to account. In addition 
to legislative requirements based on the entity’s enabling legislation, corporate governance is applied through the precepts of 
the Public Finance Management Act (PFMA) and run in tandem with the principles contained in the King’s Report on Corporate 
Governance.

Parliament, the Executive and the Accounting Authority of the entity are responsible for corporate governance.

13    PORTFOLIO COMMITTEE

 
The Council had meetings on 8 April 2021 and 15 February 2022 with the portfolio committee during the year under review. The 
meetings dealt with the occupation of the Artistic Director’s office by disgruntled artists. Also, the issue of the implementation of 
investigation reports and the appointment of the Chief Executive Officer were discussed.

14    EXECUTIVE AUTHORITY

 
The following reports were submitted to the Executive Authority during the year under review:

Report Submission date

4th quarter performance and expenditure report (2020/21) 30 April 2021

Annual Financial Statements 2020/21 31 May 2021

1st quarter performance and expenditure report 30 July 2021

2020/21 Annual Report 31 August 2021

2nd quarter performance and expenditure report 30 October 2021

2022/23 Estimates of National Expenditure Chapter 08 December 2021

2022/23 Estimates of National Expenditure Database 13 December 2021

3rd quarter performance and expenditure report 30 January 2022

2022/23 Procurement Plan 15 February 2022

2022/23 Shareholder’s Compact and Annual Performance Plan 15 March 2022
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15    THE ACCOUNTING AUTHORITY / COUNCIL

Introduction

The Council of PACOFS was appointed in terms of the Cultural Institutions Act and it is responsible and accountable for the entity’s 
performance and strategic direction. 

The role of Council

The functions of Council are to:

4.1  Formulate policy;

4.2  Hold, preserve and safeguard all movable and immovable property of whatever kind placed in the care of or loaned or  
 belonging to the institution;

4.3  Receive, hold, preserve and safeguard all movable property placed under its care and management;

4.4  Raise funds for the institution;

4.5  Manage and control the moneys received by the declared institution and to utilise those moneys for defraying   
 expenses in connection with the performance of its functions;

4.6  Keep a proper record of the property of the declared institution, to submit to the Director-General any returns required  
 by him or her in regard thereto and to cause proper books of account to be kept;

4.7  Determine, with the approval of the Minister, the objects of the entity; and

4.8  Carry out the objects of the entity.

Council has adopted charter which, among other things, addresses:

- Council’s responsibility for the strategic plan of the entity

- Monitoring of operational performance and management

- Determination of policies

Council has fully complied with its charter for the year under review.
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Composition of Council  

Name Designation Date 
appointed –
Termination 
date

Qualifications Area of 
Expertise

Other 
Committees 

No. of 
Meetings 
attended

Adv. Thato 
Moeeng

Chairperson 9/12/20 – 
8/12/24

Post-Graduate 
Executive 
Development, 
LLB, MBL

Law and 
Corporate 
Governance

REMSEC 21 out of 21

Mr. Kabi Thulo Deputy Chair-
person

9/12/20 – 
8/12/24

Bachelor of 
Arts, Drama and 
Theatre Arts, 
Bachelor of 
Arts (Honours), 
Drama and 
Theatre 

Drama and 
Theatre Arts

REMSEC and 
CBC

21 out of 21

Ms. 
Mpelegeng 
Kganedi

Member 15/01/2020 – 
8/12/2020
9/12/20 – 
8/12/24

B.Com in
Accounting
and Business
Management

Accounting REMSEC and 
ARC

21 out of 21

Mr. Ashley 
Latchu

Member 15/01/2020 – 
8/12/2020
9/12/20 – 
8/12/24

MSc, HSc, BSc,
Dip, MCSE,
MCSD, MCDBA,
MCSA

ICT CBC, ARC and 
SPC

21 out of 21

Mr. Kingdom 
Moshounyane

Member 9/12/20 – 
8/12/24

MA Degree in 
Drama, BA in 
Drama and The-
atre Arts degree

Drama and 
Theatre Arts

CBC and SPC 21 out of 21

Ms. Nkosazana 
Tebogo Mosala

Member 9/12/20 – 
8/12/24

B Phil Honours 
in Marketing 
Manage-
ment,        BA 
Applied  Public 
Relations

Marketing and 
Communication

CBC and SPC 20 out of 21

Ms. Phumzile 
Maseko

Member 9/12/20 – 
8/12/24

BCom Hons, 
MBL

Finance 
Markets

CBC and SPC 21 out of 21
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Committees  

Committee No. of meetings held No. of members Name of members

REMSEC 14 (4 ordinary & 10 special) 3 Ms. Mpelegeng Kganedi (Committee 
Chair),  Adv. Thato Moeeng &  Mr. Kabi Thulo

Special Projects 4 (ordinary) 4 Ms. Phumzile Maseko (Committee Chair),   
Ms. Nkosazana Tebogo Mosala,  Mr. Kingdom 
Moshounyane &  Mr. Ashley Latchu

Core Business 6 (3 ordinary & 3 special) 3 Mr. Kingdom Moshounyane (Committee 
Chair),  Ms. Nkosazana Tebogo Mosala &   
Mr. Kabi Thulo

Remuneration of Council members

Council members are remunerated per sitting based on the National Treasury category D1 rates. For details of the remuneration 
of Council members, refer to Note 24 of the AFS – Remuneration of Council members.

Note should be taken that the high number of meetings held by Council and the REMSEC was due to, among other critical things, 
a litany of investigations and reports that needed to be processed for submission to the Portfolio Committee on Sport, Arts and 
Culture.

16   RISK MANAGEMENT 

The entity maintains a risk register based on a formal annual risk assessment and the strategic plan. The risk register, including 
mitigation strategies and progress with regards to implementation, is updated quarterly and presented to the audit and risk com-
mittee (ARC) and Council.

17   INTERNAL CONTROL UNIT 

An Internal Control Officer position reporting to the Management Accountant ensures that the systems of financial risk manage-
ment and internal control are in place.

18   INTERNAL AUDIT AND AUDIT COMMITTEE

 The entity has an outsourced internal audit function that reports to the Audit and Risk Committee. The following internal audit 
assignments were conducted during the year:

- Review of quarterly performance information;

- Review of supply chain management processes and compliance;

- Financial Statements review;

- Risk Management review;

- Review of Policies and Procedures

- Assets Management review;

- Governance and Compliance reviews.

The entity has an Audit and Risk Committee led by an independent external chairperson. Other members 
are also external, except for 2 council members. The committee is fully functional, operating in terms of 
a charter approved by Council. The table below discloses relevant information on the audit and risk 
committee members.
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Name Qualifications Internal or 
external

Date appointed No. of Meet-
ings attended

Mr. Khotso Nkoe
(Chairperson)

BCom; Advanced Diploma in
Accounting; ACCA

External 01/03/16 
(Reappointed -
01/07/19)

15 out of 15

Ms. Mpelegeng Kganedi B.Com in Accounting and Business 
Management

External 15/01/2020 15 out of 15

Mr. Ashley Latchu MSc, HSc, BSc, Dip, MCSE,
MCSD, MCDBA, MCSA

External 15/01/2020 15 out of 15

Ms. Veronica Monyobo Municipal Executive Financial 
Management Certificate, Masters of 
Science in Information Technology 
for Software Engineering, Bachelor of 
Science

External 01/09/2020 15 out of 15

Mr. Abel Thito B. Accounting, B. Accounting (Hons) CTA, 
CA(SA)

External 01/09/2020 15 out of 15

Mr. Mbuyiselo Mothapo B.Compt. External 01/05/2017
(Reappointed -
01/05/2020)

15 out of 15

Note should be taken that the high number of meetings of the ARC were a result of the investigations that needed to be conducted 
and the reports thereof processed for tabling at Council. Further note that Mr. Mbuyiselo Mothapo subsequently took over the 
chairpersonship of the Audit and Risk Committee from Mr. Khotso Nkoe from 1 July 2022, following the latter’s contract ending 
on 30 June 2022.

19 COMPLIANCE WITH LAWS AND REGULATIONS
 

PACOFS reports on compliance with laws and regulations on a quarterly basis to the shareholder and these reports include 
reporting on the National Treasury’s PFMA and Treasury Regulations checklist.

20 FRAUD AND CORRUPTION
  

PACOFS has an approved fraud prevention plan. The mechanism in place to report fraud and corruption includes using the Free 
State Province fraud and corruption reporting hotline (0800 21 21 78) and the national anti-fraud and corruption hotline (0800 701 
701).

21 MINIMISING CONFLICT OF INTEREST

To minimise conflict of interest in supply chain management, bid committee members are drawn from various departments of the 
entity and they are required to complete a declaration of interest form. Where a member has interest in a service provider or a bid 
under consideration, that member must declare it and recuse himself or herself from the process.

22 CODE OF CONDUCT

The entity has adopted both a code of conduct and a code of ethics to regulate various unbecoming and unacceptable behaviours. 
Failure to adhere to the codes by any employee constitutes misconduct and can result in disciplinary action being taken. In serious 
cases, such disciplinary action may result in dismissal.

Also, for the year under review Council and management completed the Ethics in the Public Sector course as one of the 
mechanisms to embed ethical culture in the institution.

23  HEALTH SAFETY AND ENVIRONMENTAL ISSUES 

The entity is continuously striving to improve in complying with the Occupational Health and Safety Regulations. 
The Occupational Health, Safety and Security Manager ensures compliance with Occupational Health and Safety 

regulations. For the year under review, there were no injuries and health concerns reported.
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24  COMPANY /COUNCIL SECRETARY 

The company secretary function is outsourced and provides services to Council and its Committees, which are functioning 
optimally, effectively and efficiently. 

25  SOCIAL RESPONSIBILITY 

The entity offers rehearsal space for free to qualifying performing art practitioners and groups.

26  REPORT OF THE AUDIT AND RISK COMMITTEE 

We are pleased to present our report for the financial year ended 31 March 2022.

Audit Committee Responsibility

The audit committee reports that it has complied with its responsibilities arising from Section 51(1)(a)(ii) of the PFMA and Treasury 
Regulation 27.1.

The audit committee also reports that it has adopted appropriate formal terms of reference as its audit committee charter, has 
regulated its affairs in compliance with this charter and has discharged all its responsibilities as contained therein.

The effectiveness of internal control

The system of internal controls applied by the entity over financial and risk management is partially effective, efficient and trans-
parent. 

In line with the PFMA and the Treasury Regulations, Internal Audit provides the audit committee and management with assurance 
that the internal controls are partially appropriate and effective. This is achieved by means of the risk management process, as 
well as the identification of corrective actions and suggested enhancements to the controls and processes. 

From the various reports of the Internal Auditors and quarterly management reports, it was noted that certain matters were report-
ed, however none that indicate any material deficiencies in the system of internal control or any deviations therefrom. Accordingly, 
we can report that the system of internal control over financial reporting for the period under review was partially efficient and 
effective.

The quality of in year management and quarterly reports submitted in terms of the PFMA.

The audit and risk committee is satisfied with the content and quality of quarterly reports prepared and issued by the management 
of the entity during the year under review.

Evaluation of Financial Statements

The audit and risk committee has:

•	 Reviewed the quarterly reports including financial statements to ensure consistency and accuracy of information;
•	 Considered the appropriateness, adoption and consistent application of the South African Statement of Generally Recognised 

Accounting Practice adopted by the Accounting Authority;
•	 Considered the quality and timeliness of the financial information available to the audit and risk committee for oversight pur-

poses during the year;
•	 Reviewed the financial statements of the entity for the year ended 31 March 2022 and is satisfied that they comply with 

relevant provisions of the Public Finance Management Act and the South African Statement of Generally Recognised 
Accounting Practice;

•	 Reviewed the Auditors-General’s Management Report and Management’s responses; and
•	 Reviewed the Auditor-General’s Audit Report and noted that there were no findings in the financial state-

ments and performance information.



ANNUAL REPORT  | 2021/2022 FINANCIAL YEAR32

Auditor-General’s Report

The audit and risk committee is pleased to report that the entity has received an unqualified audit report.

The audit and risk committee concurs and accepts the conclusion of the Auditor-General on the annual financial statements and 
the audit committee is of the opinion that the audited annual financial statements be accepted and read together with the report 
of the Auditor-General.

The audit and risk committee takes this opportunity to congratulate the Council and Management on their efforts and commitments 
in obtaining an unqualified audit report from the Auditor-General for two consecutive years.

Mr. M Mothapo
Chairperson of the Audit and Risk Committee

Date: 31 August 2022
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27  B-BBEE COMPLIANCE PERFORMANCE INFORMATION 
 
The following table has been completed in accordance with the compliance to the BBBEE requirements of the BBBEE Act of 2013 
and as determined by the Department of Trade and Industry.  

Has the entity applied any relevant Code of Good Practice (B-BBEE Certificate Levels 1 – 8) with regards to the 
following:

Criteria Response

Yes / No

Discussion

Determining qualification criteria for the issuing of 
licences, concessions or other authorisations in 
respect of economic activity in terms of any law?

No Criteria not applicable to the entity.

Developing and implementing a preferential 
procurement policy?

No The entity’s Supply Chain Management Policy address-
es the preferential procurement requirements.

Determining qualification criteria for the sale of 
state-owned enterprises?

No Criteria not applicable to the entity.

Developing criteria for entering into partnerships 
with the private sector?

No Council has established a Special Projects Committee to 
lead in this area.

Determining criteria for the awarding of incentives, 
grants and investment schemes in support of 
Broad Based Black Economic Empowerment?

No Criteria not applicable to the entity.
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PART D

H U M A N  R E S O U R C E 
M A N A G E M E N T
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28  INTRODUCTION
 
The entity continues to experience human resources challenges in the form of grievances and referrals to the CCMA. A large 
majority of these cases are related to financial benefits. As reported elsewhere in this report, the entity is characterised by low 
technical skills base and low staff morale induced by low salaries for those casual staff members who were made permanent prior 
2015. These are challenges that the entity continues to grapple with.

The Human Resources team has successfully implemented a solid induction programme, which was a challenge in the past. 

29  RESOURCE OVERSIGHT STATISTICS 

Table 1: Personnel Cost by programme 

Programme Total Expen-
diture for the 
entity (R’000)

Personnel 
Expenditure 
(R’000)

Personnel exp. 
as a % of total  
exp. (R’000)

No. of employ-
ees

Average per-
sonnel cost 
per employee 
(R’000)

Administration       40 694 18 937 46.5% 40 473.4

Business Development        7 229 2 216 30.7% 3 738.7

Public Engagement        5 861 5 474 93.4% 19 288.1

Total       53 784 26 627 49.5%  62 440.1
 
Personnel expenditure excludes post-employment medical benefit in Note 7 of AFS.

Table 2: Personnel cost by salary band

Level Personnel Expendi-
ture (R’000)

% of personnel exp. 
to total personnel 
cost (R’000)

No. of employees Average personnel 
cost per employee 
(R’000)

Top Management 3 982 15.0% 3 1 327.3

Senior Management 6 276 23.6% 9    697.3

Professional 1 669 6.3% 3    556.3

Skilled 4 149 15.6% 12    345.8

Semi-skilled 9 569 35.9%  30    319.0

Unskilled    982 3.7% 5   196.4

Total 26 627 100% 62   429.5
 
Performance Rewards

No performance rewards were paid during the year under review.
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Table 3: Training Costs 

Programme Personnel 
Expenditure 
(R’000)

Training Ex-
penditure
(R’000)

Training Ex-
penditure as a 
% of Person-
nel Cost

No. of em-
ployees 
trained

Avg training  
cost per em-
ployee
(R’000)

Administration 18 937 81.1 0.43% 40 2

Business Development 2 216 1 0.01% 3 0.3

Public Engagement 5 474 6.1 0.11% 19 0.3

Total 26 627 88.2 0.33% 62 1.4
 
Table 4: Employment and vacancies per programme

Programme 2021/2022
No. of Employees

2021/2022
Approved Posts

2021/2022
Vacancies

2021/2022
% Vacancies

Administration 40 40 0 0%

Business Development 3 3 0 0%

Public Engagement 19 19 0 0%

Total 62 62 0 0%
 
*The number of employees includes positions that have been phased out in the most recent approved organisational structure.
 
 
Table 5: Employment and vacancies per level

Level 2021/2022
No. of Employees

2021/2022
Approved Posts

2021/2022
Vacancies

2021/2022
% Vacancies

Top Management 3 3 0 0%

Senior Management 9 11 2 18.2%

Professional 3 3 0 0%

Skilled 13 12 -1 -8.3%

Semi-skilled 29 28 -1 -3.6%

Unskilled 5 5 0 0%

Total 62 62 0 0%
 
*The number of employees includes positions that have been phased out in the most recent approved organisational structure, 
hence the negative vacancies.
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Table 6: Employment changes

Salary Band Employment at be-
ginning of period

Appointments Terminations Employment at end 
of the period

Top Management 3 0 2 1

Senior Management 9 0 2 7

Professional qualified 3 0 0 3

Skilled 13 1 4 10

Semi-skilled 29 0 2 27

Unskilled 5 0 2 3

Total 62 1 12 51
 
Table 7: Reasons for staff leaving 

Reason Number % of total no. of staff leaving

Death 3 25%

Resignation 3 25%

Dismissal 0 0%

Retirement 3 25%

Ill health 0 0%

Expiry of contract 1 8.3%

Other 2 16.7%

Total 12 100%
 
Table 8: Labour Relations: Misconduct and disciplinary action

Nature of disciplinary Action Number

Verbal Warning 0

Written Warning 0

Final Written warning 0

Dismissal 0

Total 0
 
Table 9 (a): Equity Target and Employment Equity Status
 

Levels Male

African Coloured Indian White

Top Management 2 1 0 0

Senior Management 5 0 0 1

Professional qualified 1 0 0 0

Skilled 5 2 0 0

Semi-skilled 19 0 0 0

Unskilled 2 0 0 0

Total 34 3 0 1



ANNUAL REPORT  | 2021/2022 FINANCIAL YEAR38

Table 9 (b): Equity Target and Employment Equity Status

Levels Female

African Coloured Indian White

Top Management 0 0 0 0

Senior Management 2 1 0 0

Professional qualified 1 0 0 1

Skilled 2 1 0 3

Semi-skilled 10 0 0 0

Unskilled 3 0 0 0

Total 18 2 0 4
 
Table 10: Disability

Levels Staff with disability

Male Female

Top Management 0 0

Senior Management 2 0

Professional qualified 0 0

Skilled 0 0

Semi-skilled 0 0

Unskilled 1 0

Total 3 0
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PART E

F I N A N C I A L  
I N F O R M A T I O N
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Report of the auditor-general to Parliament on the Performing Arts Centre  
of the Free State

Report on the audit of the financial statements

Opinion

1. I have audited the financial statements of the Performing Arts Centre of the Free Sate, set out on pages 45 to 89, 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 information with actual information for 
the year then ended, as well as notes to the financial statements, including a summary of significant accounting policies. 

2. In my opinion, the financial statements present fairly, in all material respects, the financial position of the Performing Arts 
Centre of the Free Sate as at 31 March 2022, and their 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 opinion

3. 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. 

4. 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 responsibilities 
in accordance with these requirements and the IESBA code. 

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

Emphasis of matter

6. I draw attention to the matters below. My opinion is not modified in respect of these matters.

Irregular expenditure

7. As disclosed in note 29 to the financial statements, irregular expenditure of R2 154 740 (2021: R1 711 584 ) was incurred 
due to non-compliance with supply chain management (SCM) requirements. In addition, alleged irregular expenditure 
under determination as disclosed in note 29 is being referred to National Treasury for adjudication. 

Material underspending on unspent conditional grant

8. As disclosed in note 10 to the annual financial statements, the public entity has material underspent on conditional grants 
by R98 062 886 (2021: R87 445 891). This is due to the entity having limited technical capacity to implement infrastructure 
projects, which is still being attended to. 
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Restatement of corresponding figures 

9. As disclosed in note 25 to the annual financial statements, the corresponding figures for 31 March 2022 have been restated 
as a result of errors in the annual financial statements of the entity for the year ended 31 March 2021.

Responsibilities of the accounting authority for the financial statements

10. The accounting authority is responsible for the preparation and fair presentation of the financial statements in accordance 
with the Generally Recognised Accounting Practice (GRAP) and the requirements of the Public Finance Management Act 1 
of 1999 (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.

11. 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

12. 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 assur-
ance 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. 

13. 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

14. 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 programmes presented in the annual performance report. I performed procedures to identify material findings but 
not to gather evidence to express assurance.

15. 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 completeness and appropriateness of 
the performance indicators included in the planning documents. My procedures do not examine whether the actions taken by 
the public entity enabled service delivery. My procedures 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 included as part of the reported performance information. Accordingly, my findings do not extend to these matters. 

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

Programmes Pages in the 
annual report

Programme 2 –  Business Development 21 – 22
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17. 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 deter-
mine 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.

18. I did not identify material findings on the usefulness and reliability of the reported performance information for the following 
programme:

• Programme 2 – Business Development

Other matters
19. I draw attention to the matters below. 

Achievement of planned targets

20. Refer to the annual performance report on pages 18 to 23, for information on the achievement of planned targets for the year 
and management’s explanations provided for the under and over achievement of targets.

Report on the audit of compliance with legislation

Introduction and scope

21. 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. 

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

Annual financial statements 

23. The financial statements submitted for auditing were not fully prepared in accordance with the prescribed financial report-
ing framework, as required by section 55(1) (b) of the PFMA.  Material misstatements of expenditure and disclosure items 
identified by the auditors in the submitted financial statement were corrected, resulting in the financial statements receiving 
an unqualified audit opinion.  

Expenditure management

24. Effective and appropriate steps were not taken to prevent irregular expenditure amounting to R2 154 740 as disclosed in 
note 29 to the financial statements, as required by section 51(1) (b) (ii) of the PFMA. 

Consequence management 

25. I was unable to obtain sufficient appropriate audit evidence that disciplinary steps were taken against officials who had in-
curred fruitless and wasteful expenditure as required by section 51(1)(e)(iii) of the PFMA. This was because investigations 
into fruitless and wasteful expenditure were not performed. 

26. I was unable to obtain sufficient appropriate audit evidence that disciplinary steps were taken against officials who had 
incurred irregular expenditure as required by section 51(1)(e)(iii) of the PFMA. This was because investigations into irregular 

expenditure were not performed. 
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Other information

27. The accounting authority is responsible for the other information. The other information comprises the information included 
in the annual report, the audit committee’s report and the chief executive officer’s report. The other information does not 
include the financial statements, the auditor’s report and those selected programmes presented in the annual performance 
report that have been specifically reported in this auditor’s report. 

28. 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 conclusion on it.

29. 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 programmes presented in the annual 
performance report, or my knowledge obtained in the audit, or otherwise appears to be materially misstated. 

30. 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 re-
tract this auditor’s report and re-issue an amended report as appropriate. However, if it is corrected this will not be necessary

Internal control deficiencies

31. I considered internal control relevant to my audit of the financial statements, reported performance information and compli-
ance 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 findings on compliance with legislation 
included in this report.

32. Management did not adequately review and monitor compliance with applicable laws and regulations, as instances of ma-
terial non-compliance with laws and regulations were identified.

33. Management did not adequately prepare regular, accurate and complete financial reports that are supported and evidenced 
by reliable information as material adjustments were made to the submitted financial statements.

Other reports

34. I draw attention to the following engagements conducted by various parties which had, or could have, an impact on the 
matters reported in the public entity’s financial statements, reported performance information, compliance with applicable 
legislation and other related matters. These reports did not form part of my opinion on the financial statements or my findings 
on the reported performance information or compliance with legislation.

35. A Phase 2 investigation is currently ongoing on capital assets and we did not receive any final or progress report relating to 
this investigation as at the date of the audit report.

Bloemfontein
31 July 2022
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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 se-
lected programmes 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 disclo-
sures made by the accounting authority.

•	 conclude on the appropriateness of the accounting authority use of the going concern basis of accounting 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 Performing Arts Centre of the Free Sate to continue 
as a going concern. If I conclude that a material uncertainty 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

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 to 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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Statement of Financial Position as at 31 March 2022

Note(s)

2022

R

2021
Restated* 

R

Assets

Current Assets

Cash and cash equivalents 9 114,999,788 103,548,937

Inventories 6 854,608 964,577

Receivables from exchange transactions 8 981,741 218,961

116,836,137 104,732,475

Non-Current Assets

Assets held for transfer 3 - 34,956,939

Capital work in progress 30 1,505,474 1,496,166

Heritage assets 5 5,425,483 5,321,531

Intangible assets 4 144,588 393,816

Property, plant and equipment 2 2,811,961 3,625,435

9,887,506 45,793,887

Total Assets 126,723,643 150,526,362

Liabilities

Current Liabilities

Provisions 11 1,131,247 1,755,302

Payables from exchange transactions 12 3,554,215 1,406,196

Unspent conditional grants and receipts 10 98,062,886 87,445,891

102,748,348 90,607,389

Non-Current Liabilities

Employee benefit obligation 7 6,853,507 7,492,000

Total Liabilities 109,601,855 98,099,389

Net Assets 17,121,788 52,426,973

Reserves

Revaluation reserve 33 2,503,549 2,399,597

Accumulated surplus 14,618,239 50,027,376

Total Net Assets 17,121,788 52,426,973
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Statement of Financial Performance

Note(s)

2022

R

2021 
Restated* 

 R

Revenue

Revenue from exchange transactions

Commission income 81,527 26,671

Interest received 18 810,094 916,970

Other income 2&6 124,831 -

Bad debt recovered 55,928 -

Sales 16 56,205 2,925

Rendering of services 15 271,053 41,561

Rental income 14 560,822 218,389

Total revenue from exchange transactions    1,960,460 1,206,516

Revenue from non-exchange transactions

Transfer revenue
Government grants 17 50,003,798 48,993,500

Revenue in kind 13 1,283,988 1,177,970

Total revenue from non-exchange transactions 51,287,786 50,171,470

Total revenue 32 53,248,246 51,377,986

Expenditure
Debts impairment 8 (29,459) (607,266)

Depreciation and amortisation 2&3&4 (1,392,124) (1,807,408)

Employee related costs 19 (26,626,517) (29,410,455)

Interest expense (4,857) (5,115)

General expenses 20 (25,486,357) (18,647,212)

Assets impairment 4 (244,391) (129,568)

Total expenditure (53,783,705) (50,607,024)

Surplus (deficit) before gains/losses (535,459) 770,962

Inventory write (down)/up (80,944) (344,839)

(Loss)/Gain on disposal 2&3 (34,792,738) (84,987)

(Deficit)/surplus for the year (35,409,141) 341,136
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Statement of Changes in Net Assets
Revaluation   

reserve

R

Accumulated 
surplus

R

Total net 
assets 

R

Balance at 01 April 2020 2,399,597 49,686,240 52,085,837

Changes in net assets  
Revised surplus for the year - 341,136 341,136

Total changes - 341,136 341,136

Restated* Balance at 01 April 2021 2,399,597 50,027,380 52,426,977

Changes in net assets  
Revaluation of heritage assets 103,952 - 103,952

Net income (losses) recognised directly in net assets 103,952 - 103,952

Loss for the year - (35,409,141) (35,409,141)

Total recognised income and expenses for the year 103,952 (35,409,141) (35,305,189)

Total changes 103,952 (35,409,141) (35,305,189)

Balance at 31 March 2022 2,503,549 14,618,239 17,121,788

Note(s)   33
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Cash Flow Statement

Note(s)

2022

R

2021
Restated*  

R

Cash flows from operating activities

Receipts

Sale of goods and services 1,587,053 1,492,222

Grants 60,620,793 52,670,220

Interest income 810,094 916,970

63,017,940 55,079,412

Payments

Employee related costs (28,012,675) (28,411,225)

Suppliers (23,255,470) (21,524,030)

Interest expense (4,857) (5,115)

(51,273,002) (49,940,370)

Net cash flows from operating activities 22 11,744,938 5,139,042

Cash flows from investing activities

Purchase of property, plant and equipment 2 (409,612) (33,042)

Proceeds from sale of property, plant and equipment and inventory 6&2 124,831 -

Purchase of capital work in progress 30 (9,308) (145,761)

Net cash flows from investing activities (294,089) (178,803)

Net increase/(decrease) in cash and cash equivalents 11,450,849 4,960,239

Cash and cash equivalents at the beginning of the year 103,548,937 98,588,694

Cash and cash equivalents at the end of the year 9 114,999,786 103,548,933
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Statement of Comparison of Budget and Actual Amounts
Budget on Accrual Basis

Approved 
budget

Adjustments Final Budget Actual 
amounts on 
comparable 

basis

Difference 
between final 

budget and 
actual

Reference

R R R R R
Statement of Financial Performance 
Revenue
Revenue from exchange 
transactions

Sale of goods 333,654 - 333,654 56,205 (277,449) (83%)
Rendering of services 401,804 - 401,804 271,053 (130,751) (33%)
Commission income 24,024 - 24,024 81,527 57,503 239%
Rental income 1,774,164 - 1,774,164 560,822 (1,213,342) (68%)
Bad debt recovered 285,487 - 285,487 55,928 (229,559) (80%)
Other income 592 - 592 124,831 124,239 100%
Interest received 1,867,648 - 1,867,648 810,094 (1,057,554) (57%)
Total revenue from exchange 
transactions

4,687,373 - 4,687,373 1,960,460 (2,726,913)

Revenue from non-exchange 
transactions
Other revenue
Revenue realised from 
conditional grants

- 941,388 941,388 1,180,798 239,410 25%

Retained surplus approved - 12,946,365 12,946,365 3,256,000 (9,690,365) (75%)
Transfer revenue
Government grants & subsidies 48,823,000 - 48,823,000 48,823,000 - 0%
Revenue in kind 1,283,988 - 1,283,988 1,283,988 - 0%
Total revenue from non-
exchange transactions

50,106,988 13,887,753 63,994,741 54,543,786 (9,450,955)

Total revenue 54,794,361 13,887,753 68,682,114 56,504,246 (12,177,868)
Expenditure
Employee related costs (30,863,455) (3,256,000) (34,119,455) (26,626,517) 7,492,938 22%
Depreciation and amortisation (1,658,910) - (1,658,910) (1,392,124) 266,786 16%
Impairment losses - - - (244,391) (244,391) (100%)
Interest expense - - - (4,857) (4,857) (100%)
Bad debts written-off - - - (29,459) (29,459) (100%)
General expenses (22,271,996) (10,631,753) (32,903,749) (25,486,357) 7,417,392 23%
Total expenditure (54,794,361) (13,887,753) (68,682,114) (53,783,705) 14,898,409
Operating surplus - - - 2,720,541 2,720,541
Inventory write down - - - (80,944) (80,944) (100%)
Surplus before taxation - - - 2,639,597 2,639,597
Loss on disposal - - - (34,792,738) (34,792,738) (100%)
Actual Amount on Compara-
ble Basis as Presented in the 
Budget and Actual Compara-
tive Statement

- - - 37,432,335 37,432,335
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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, unless specified otherwise.

Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted by a Standard of 
GRAP. Expenses are classified based on the nature of the expense.

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

1.1  Presentation currency

These annual financial statements are presented in South African Rand, which is the functional currency of the entity.

1.2  Going concern assumption

These annual financial statements have been prepared based on the expectation that the entity will continue to operate as a going 
concern for at least the next 12 months.

1.3  Use of estimates and judgement

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the 
application of accounting policies and the reported amounts of assets, liabilities, income and expenses.

The estimates and the underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are rec-
ognised in the period in which the estimate is revised if the revision affects only that period or in the period of the revision and the 
future period if the revision affects both current and future periods.

In particular, information about significant areas of estimation, uncertainty and critical judgements in applying accounting policies 
that have the most significant effect on the amount recognised in the financial statements are mainly in the following areas as 
reflected in their respective notes:

	 Non-current assets (Property, plant and equipment, intangible assets and heritage assets)
	 Provisions
	 Employee benefit obligation

1.4  Assets held for transfer

Assets held for transfer are newly constructed buildings or improvements made to an existing building carried out by the user, 
owner or accounted for by another entity in accordance with its mandate.

The accumulated costs of construction or improvements are carried in capital work in progress by the entity after incurring the 
costs until the project is completed.

On final completion of the project, when all the contractual liabilities have been fulfilled, all costs associated with the 
project are moved to assets held for transfer.

The user entity should then transfer the asset to the entity which is mandated to manage the asset. Projects 
that have reached final completion stage and ready for use are depreciated until they are transferred at 

carry value.
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Accounting Policies

1.4  Assets held for transfer (continued)

Initial measurement

Assets held for transfer are initially recognised at cost. Transaction costs are included in the initial measurement.

Where an asset held for transfer, is acquired through a non-exchange transaction, its cost is its fair value as at the date of acqui-
sition.

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, a property. If a replacement 
part is recognised in the carrying amount of the asset held for transfer, the carrying amount of the replaced part is derecognised.

Subsequent measurement

Assets held for transfer is carried at cost less accumulated depreciation and any impairment losses.

Depreciation is calculated based on the useful life of the assets. The useful life of assets held for transfer has been assessed as 
120 years.

Assets forming part of capital work in progress are not depreciated due to the fact that these assets have not been completed.

1.5  Property, plant and equipment

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

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.

Initial measurement

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 bringing the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. Costs incurred subsequently to add or replace parts of an asset are also recognised. 
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.

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

The custodianship of the building is held by the Free State Provincial Department of Public Works and it is made available to 
PACOFS free of charge on a permanent basis. The building, therefore, does not belong to PACOFS and it is therefore not rec-
ognised as property, plant and equipment.

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.

Subsequent measurement

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



ANNUAL REPORT  | 2021/2022 FINANCIAL YEAR52

Performing Arts Centre of the Free State 
Annual Financial Statements for the year ended 31 March 2022

Accounting Policies

1.5  Property, plant and equipment (continued)

Depreciation is calculated based on the useful life of an asset. The useful lives of items of property, plant and equipment have 
been assessed as follows:

Item Depreciation method Average useful life

Musical instruments Straight line 5 - 15 Years

Permanent advertising structures Straight line 5 - 15 Years

Furniture and fixtures Straight line 8 - 15 Years

Sound equipment Straight line 5 - 25 Years

Wardrobe equipment Straight line 5 - 12 Years

Computer equipment Straight line 3 -  5 Years

Workshop equipment Straight line 5 - 25 Years

Lighting equipment Straight line 5 - 25 Years

The useful lives of assets are assessed annually to determine whether there is an indication that the entity’s expectation about the 
useful life has changed since the preceding reporting date. If any such indication exists, the useful life is adjusted accordingly. The 
change is accounted for as a change in an accounting estimate in accordance with the Standard of GRAP on Accounting Policies, 
Changes in Accounting Estimates and Errors (GRAP 3).

The entity derecognises property, plant and equipment items when no future service potential is expected from its use.

Gains or losses on the disposal of assets are determined by comparing the proceeds received to the carry value of the asset and 
is recognised in profit or loss in the period.

1.6  Intangible assets
 
Intangible assets are identifiable non-monetary assets without physical substance. An intangible asset 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.

The entity’s intangible assets consist only of computer software.

Initial measurement

Intangible assets are measured at cost upon initial recognition.

Subsequent measurement

Subsequently, intangible assets are carried at cost less accumulated amortisation and impairment losses.

Amortisation is calculated based on an asset’s useful life and recognised together with depreciation in profit or loss. Intan-
gible assets with indefinite useful lives are not amortised but are subject to annual reviews for impairment.

For the majority of the entity’s computer software, management has no intention to replace the software in the 
foreseeable future. Therefore, the useful lives of the software has been assessed to be indefinite.
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Accounting Policies

1.6  Intangible assets (continued)

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.

The useful lives of assets are assessed annually to determine whether there is an indication that the entity’s expectation about 
the useful life has changed since the preceding reporting date. If any such indication exists, the useful life is adjusted accordingly.

The useful life of intangible assets with finite lives has been assessed as 3 years. These items are only tested for impairment when 
there is an indicator of impairment.

1.7  Heritage assets

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

The entity recognises a heritage asset as an asset if it is probable that future 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

Heritage assets are revalued biennially.

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.

1.8  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 interest 
of another entity. Financial instruments are initially measured at fair value. In the case of a financial instrument not subsequently 
measured at fair value, transaction costs that are directly attributable to the acquisition or issue of the financial instrument are 
added or deducted from the fair value, as appropriate on initial recognition. Subsequent to initial recognition, these instruments 
are measured as set out below.

Financial assets

Financial assets consist of trade and other receivables as well as cash and cash equivalents.

Trade and other receivables

Trade and other receivables are subsequently measured at amortised cost using the effective interest rate method, 
less provision for doubtful debts. Amortised cost is calculated by taking into account any discount or premium 
on acquisition and fees or costs that are an integral part of the effective interest rate. A provision for doubtful 
debt is established when there is objective evidence that the entity will not be able to collect all amounts 
due. A change in the carrying amount of the provision is recognised in the statement of financial 
performance. Trade and other receivables are written off when they are considered irrecoverable.
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1.8  Financial instruments (continued)

Cash and cash equivalents

Cash and cash equivalents are subsequently measured at amortised cost. Interest income recognised is calculated using the 
effective interest rate method and it is disclosed as interest received in the statement of financial performance.

Financial liabilities

Financial liabilities consist of trade and other payables.

Trade and other payables

Trade and other payables are subsequently measured at amortised cost, using the effective interest rate method, where consid-
ered applicable. Finance costs are expensed in the statement of financial performance in the period it is incurred.

Statutory receivables

Statutory receivables are receivables that arise from legislation, supporting regulations, or similar means, and require settlement 
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 impairment losses 
and any amounts derecognised.

Nominal interest rate is the interest rate and/or basis specified in legislation, supporting regulations or similar means.

The transaction amount (for purposes of this Standard) for a statutory receivable means the amount specified in, or calculated, 
levied or charged in accordance with, legislation, supporting regulations, or similar means.

1.9  Leases

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

Operating leases - lessor

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

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset and 
recognised as an expense over the lease term on the same basis as the lease revenue.

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. The 
aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis. 

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

Operating leases - lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease term.
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1.10  Inventories

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then the 
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 through a non-exchange transaction; 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 at the reporting date.

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the inventories 
to their present location and condition.

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.

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.

Obsolete, redundant and slow moving inventories are identified on an annual basis and are written down to their estimated net 
realisable values.

1.11  Impairment of non-cash-generating assets

The carrying amount of assets, other than inventories is reviewed at each reporting date to determine whether there is any indi-
cation of impairment.

If any such indication exists, the asset’s recoverable service amount is estimated and compared with the asset’s carrying amount. 
The recoverable service amount of an asset is the higher of its value in use and its fair value less cost to sell. For the purpose of 
impairment testing the condition of the asset is evaluated to ascertain its value in use. Where the asset is damaged beyond repair, 
the fair value of the asset is its scrap value.

An impairment loss is recognised if the carrying amount of the asset exceeds its recoverable service amount. Impairment losses 
are recognised in profit or loss. Reversal of an impairment loss is reversed if there has been a change in the estimates used to 
determine the recoverable service amount. An impairment loss is reversed only to the extent that the asset’s carrying amount 
does not exceed the carrying amount that would have been determined net of depreciation or amortisation, if no impair-
ment loss has been recognised.
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1.12  Employee benefits

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

Short-term employee benefits

The cost of all short-term employee benefits is recognised during the period in which the employee renders the related service. 
The provisions for employee entitlement to salaries, service bonus (13th cheque) and annual leave represent the amount which 
the entity has a present obligation to pay as a result of employees’ services provided at the reporting date. The provisions are 
calculated at undiscounted amounts based on current salary rates. 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 unused entitlement that has accumulated 
up to 40 days, or as per stipulations of the employment contracts of employees, at the reporting date. The entity recognizes the 
expected cost of service bonus 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.

Defined contribution plans

Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a separate entity 
(a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to 
pay all employee benefits relating to employee service in the current and prior periods.

When an employee has rendered service to the entity during a reporting period the entity recognizes the contribution payable to 
a defined contribution plan in exchange for that service:

	 As a liability (accrued expense) after deducting any contribution already paid exceeds the contribution due for service 
before the reporting date, the entity recognizes that excess cash as an asset (prepaid expense) to the extent that the pre-
payment will lead to a reduction in future payments or a cash refund; and

	 As an expense unless another Standard requires or permits the inclusion of the contribution in the cost of an asset.

Post-retirement medical benefits

Provision is made for post-retirement benefits in the form of medical aid benefits for certain employees who were pensioned prior 
to 1997. The total cost is assessed annually in accordance with the advice of independent actuaries. The amount accrued for 
post-retirement medical benefits are included in the provisions.

The cost of providing benefits under this plan is determined using the projected unit credit actuarial valuation method. The current 
service in respect of the defined benefit plan is recognised as an expense in the current period. Past service costs and actuarial 
gains and losses relating to the above-mentioned retired employees are charged to the statement of financial performance in full 
in the current period.

Actuarial assumptions
Actuarial assumptions are unbiased and mutually compatible.

Financial assumptions are based on market expectations, at the reporting date, for the period over which the obligations 
are to be settled.

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value 
of money. The currency and term of the financial instrument selected to reflect the time value of money is con-

sistent with the currency and estimated term of the post-employment benefit obligations.
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1.12 Employee benefits (continued) 

Post-employment benefit obligations are measured on a basis that reflects:
	 estimated future medical inflation;
	 the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those terms) 

at the reporting date; and
	 estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit plan, 

if, and only if, either:
	 those changes were enacted before the reporting date; or
	 Past history, or other reliable evidence, indicates that those state benefits will change in some predictable manner, for 

example, in line with future changes in general price levels or general salary levels.

Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting from both 
inflation and specific changes in medical costs.

1.13  Provisions and contingencies

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.

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the reim-
bursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the entity settles the 
obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does not exceed 
the amount of the provision.

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.

A provision is used only for expenditures for which the provision was originally recognised. Provisions are not recognised for future 
operating surplus. Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 23.

Where a fee is charged and the entity considers that an outflow of economic resources is probable, an entity recognizes the ob-
ligation at the higher of:
	 the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets; and
	 The amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in accordance with 

the Standard of GRAP on Revenue from Exchange Transactions.

1.14  Commitments

Commitments represent capital goods or services that have been approved and/or contracted, but where no delivery has taken 
place at the reporting date. Commitments are thus not recognised in the statement of financial position as a liability or expenditure 
in the statement of financial performance but the value of the capital goods or services that have been approved and/or contracted 
and the balance outstanding at year end are included in the disclosure notes.
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1.15  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.

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

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends or similar distributions is rec-
ognised 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.

1.16  Revenue from non-exchange transactions

Revenue from non-exchange transactions arises when an entity receives value from another entity without directly giving approx-
imately value in exchange. An asset acquired through a non-exchange transaction shall initially be measured at its fair value as 
at the date of acquisition.

This revenue will be measured at the amount of the increase in net assets recognised by the entity. An inflow of resources 
from a non-exchange transaction recognised as an asset shall be recognised as revenue, except to the extent that a liability 
is recognised for the same inflow. As an entity satisfies a present obligation recognised as a liability in respect of an inflow of 
resources from a non-exchange transaction recognised as an asset it will reduce the carrying amount of the liability recognised 
as an amount equal to that reduction. The major classes of revenue from non-exchange transactions for the entity are:

Government grants

Government grants are recognised as revenue when it is probable that the transfer payment will be received and the amount can 
be estimated reliably, unless an obligation exists to use the transferred resources in a certain way or return the resources to the 
transferor. Where it is a requirement to only use the resources in a certain way with no corresponding requirement to return those 
resources, then no obligation exists and the revenue is recognised. Where an obligation exists the resource is recognised as 
unspent conditional grant until the obligations are met and then recognised as revenue.

Revenue in-kind

Revenue in kind is recognised at its fair value when they are significant to the operations and/or service delivery objectives and 
when it is probable that the future economic benefits or service potential will flow to the entity and the fair value of the assets can 
be measured reliably. If the revenue in kind is not significant to the operations and/or service delivery objectives and/or do not 
satisfy the criteria for recognition, only the nature and type of services in kind received during the reporting period is disclosed.

1.17  Comparative figures

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year.
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1.18  Fruitless and wasteful expenditure

Fruitless and wasteful 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 perfor-
mance in the year 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.

1.19  Irregular expenditure

For a transaction to constitute irregular expenditure, it must meet the following conditions:
(a) it must be incurred in contravention of, or not in accordance with legislation and
(b) it must be incurred upon recognition of a financial transaction as a liability in accordance with the Accounting Frame-

work applicable to the public entity

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 impractical to determine, in which case reasons therefore must be provided 
in the notes.

Irregular expenditure receivables are measured at the amount that is expected to be recovered and are de-recognised when 
settled or written-off as irrecoverable.

Irregular expenditure must be removed from the balance of the irregular expenditure notes when it is either:
(a) condoned by the relevant authority if no official was found to be liable in law;
(b) recovered from an official liable in law;
(c) written-off if it is irrecoverable from an official liable in law; or
(d) written-off if it is not condoned and not recoverable

1.20  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 influence 
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 so as to obtain benefits from its activities.

Related party transaction is a transfer of resources, services or obligations between the reporting entity and a related party, re-
gardless 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.

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 considered to be those family members who may be expected to influence, or be 
influenced by, that management 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 circum-
stances 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 narra-
tive 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.
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1.21  Accumulated surplus

The surplus or deficit for the year is accounted for in the accumulated surplus in the statement of changes in net assets.

The accumulated surplus/deficit represents the net difference between total assets and total liabilities of the entity. Any surpluses 
and deficits realised during a specific financial year are credited/debited against accumulated surplus/deficit. Prior year adjust-
ments relating to income and expenditure are debited/credited against accumulated surplus when retrospective adjustments are 
made.

 1.22  Revaluation reserve

The surplus arising from the revaluation of heritage assets is credited to a non-distributable reserve. Heritage assets are revalued 
every 2 years. On disposal, the net revaluation surplus is transferred to the accumulated surplus/(deficit) while gains or losses on 
disposal, based on current values, are credited or charged to the statement of financial performance.
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2.  Property, plant and equipment (Continued)

The remaining useful lives of 226 assets were adjusted during the current financial year and were treated as a change in account-
ing estimate. All changes in accounting estimates are applied prospectively, accordingly no prior year adjustments were made.

Property, plant and equipment were tested for impairment and there were no assets that were identified as impaired.

Items of property, plant and equipment with a cost below R 5 000 are expensed in the year of acquisition in accordance with the 
entity’s asset management policy.

Property, plant and equipment items written-off and approved for disposal in prior years were sold by means of staff auction during 
the current financial year. Proceeds of R119 165 are included in the statement of financial performance under other income.

Pledged as security

There were no property, plant and equipment that were pledged as security as at 31 March 2022.

2022
R

2021
R

2. Property, plant and equipment (continued)

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 performance
Sound equipment - 9,231

Computer equipment 169,207 26,565

Buildings 24,899 294,689

194,106 330,485
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Performing Arts Centre of the Free State 
Annual Financial Statements for the year ended 31 March 2022 

Notes to the Annual Financial Statements 

7. Employee benefit obligations (continued)

Reasons for the movement in the liability

2022 2021 
R R 

The total has decreased by 8.5% (or R 638,493) since the last valuation. The main reasons for the 
actual movement in theliability are listed next. 

The total in service member liability has decreased due to a change in the number of in-service 
members; and 

• In-service members retiring later than the assumed age.

This impact was partially offset by: 

• An increase in the net interest rate; and
• An increase in the medical inflation rate .

. Conclusion 

Accrued unfunded liability at 31 March 2022 is estimated at R 6 853 507. 

This amount is based on accrued contributions based liability and takes no account of any potential 
contingent cross subsidy liability. 

Impact of Covid-19 

It is difficult to estimate what impact the pandemic is likely to have on PACOFS' liability at this stage. 
There is still much uncertainty as to how it will affect mortality in the medium to long term, and what 
effect treatments and/or vaccines will have. 

The sensitivities in the above table maybe used to understand the potential impacts on the liability 
(and expenses) of, for example, an increase in the expected health care cost inflation rate, or an 
increase in the discount rate, or a reduction in expected longevity ("+1 yr" in the tables). 

Once any long-term impact of Covid-19 on the various valuation parameters becomes more evident, 
appropriate adjustments to the parameters will be feasible. In the meanwhile, any short-term impacts of 
actual experience being different to the current long-term assumptions will contribute to actuarial 
gains/loss items. 

8. Receivables from exchange transactions

Other debtors 
Prepaid expenses 
Sundry debtors 
Trade receivables 
Less: Provision for doubtful debts 

577,400 
445,332 

210 
21,013 

(62,214) 

981,741 

4,680 
40,650 

124,537 
81,848 

(32,754) 

218,961 
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Performing Arts Centre of the Free State 
Annual Financial Statements for the year ended 31 March 2022 

Notes to the Annual Financial Statements 
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Performing Arts Centre of the Free State 
Annual Financial Statements for the year ended 31 March 2022 

Notes to the Annual Financial Statements 

30. Capital work in progress

2022 2021 
R R 

Capital work in progress represents incomplete capital works projects. The amount of R 1 350 405 
represents the fair value of a partially completed project - fire and smoke detection system. The amount 
recognised emanates from the fair value assessment conducted by an independent consultant. 

The additions on capital work in progress are for the procurement of materials to install CCTV cameras in 
the building. 

Capital work in progress movement 
Opening balance 
Additions 

1,496,166 
9,308 

1,505,474 

1,350,405 
145,761 

1,496,166 

31. Explanation of significant movements and differences

Explanation of significant variances between actual and budgeted figures 

1. Sale of goods and Rendering of services

There was a reduced activity due to Covid-19 lockdown regulations. Restrictions also resulted in 
less than expected capacity at the shows and therefore there were less liquor sales, costume rentals, 
parking income, etc. 

2. Commission income

More than budgeted revenue was received from 3rd party transactions. 

3. Rental income

Fewer than planned productions were staged as well as fewer rentals of facilities by external parties due 
to Covid-19 restrictions. 

4. Interest received

The decrease is as a result of a reduction in interest rates as well as material under expenditure on 
capital projects. 

5. Bad debt recovered and debt impairment

The appointment of the debt collector was not finalised during the year and therefore the anticipated 
revenue was not realised. 

6. Employee related costs

Expenditure below budget expenditure is due to a number of vacant positions which have not been filled. 

7. Depreciation and amortisation

Lower depreciation is due to the immovable assets that which were transferred to the Department of 
Public Works and Infrastructure during the year. 
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Performing Arts Centre of the Free State 
Annual Financial Statements for the year ended 31 March 2022 

Notes to the Annual Financial Statements 

8. Impairment

Impairment of the ACCPAC accounting software which is now subscription based. 

9. General expenses

Fewer productions were staged as a result of the Covid-19 restrictions on theatres resulting in an 
underspending. 

10. Loss on disposal

This relates to the transfer of immovable assets to the Department of Public Works and Infrastructure. 

11. Interest expense

Interest was incurred due to payments not being made within the legislated 30 days. 
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2022 2021 
R R 

35. Change in estimate - Property, plant and equipment

The useful lives of 226 assets were adjusted during the current financial period to more accurately 
reflect the period of economic benefits or service potential derived from these assets. The effect of this 
revision has decreased the depreciation charge for the current period by R 311 348. The impact on 
depreciation in future periods is an increase of R 308 000. 

Intangible asset 

The useful life of PC recording software was estimated to be indefinite. In the prior period 
management revised their estimate to 3 years. The effect of this revision has increased the 
amortisation by R4 837 annually for the prior, current and future periods. 

36. Events after the reporting date

There were no events after the reporting date 
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