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ANALYSIS OF THE AGRICULTURAL RESEARCH COUNCIL ANNUAL REPORT FOR THE 2009/2010 FINACIAL YEAR

1. INTRODUCTION

The Agricultural Research Council (ARC) was established through the Agricultural Research Act, 1990 (Act no. 86 of 1990). It is the principal agricultural research institute in South Africa, mandated to manage and maintain National Public Assets on behalf of the Department. This paper discusses the analysis of an Annual Report of the ARC for the financial year 2009/2010. The annual report reflects the business results of the ARC for the financial year 2009/2010 in accordance with the approved business plan for the same period to deliver the organisation's mandate as stipulated in the Agricultural Research Act, and as required in terms of the Public Finance Management Act, 1999 (Act no 1 of 1999). Briefly, the mandate of the ARC in terms of the ARC Act is to promote Agriculture and Industry, contribute to a better quality of life, and facilitate or ensure natural resource conservation.

2. OVERVIEW OF PERFOMANCE

The ARC research and development capability is organised into different categories, and each category works according to set objectives as presented in the strategic plan. The following are the research and development divisions that the ARC is organised into:
· Livestock
· Grain and Industrial Crops
· Horticulture
· Natural Resource and Engineering
Key Strategic Objectives for 2009/10:

· Generate, develop and apply new knowledge and technology.
· Sustainable use and management of natural resources.
· Enhance nutrition, food security and safety.
· Enhance the ability of the agricultural sector to manage and mitigate agricultural risks.
· Technology transfer.
· Achieve organisational growth and sustainability.
Strategic objectives are the backbone of any organisation's performance and achieving them should be the primary focus. Therefore, it should be clearly stated how, if any, objectives were met, and for those that were not met, the reason for not being able to meet them.

Key Achievement

In combination with a private company, the ARC has developed and patented a process to synthesise heavy metal free fulvic acid (CHD-FA). The CHD-FA has been shown to be effective as a sterilising agent in the veterinary field against Avian Influenza Virus and Feline Herpes Virus. The researchers involved intend to expand the testing of their product against important fungal, bacterial and viral diseases of potatoes and tomatoes, and researchers in the crops division have shown its effectiveness against diseases affecting grains. This meets strategic objective 1: Key Result Area (KRA) 1.3, which is to improve food quality.

Challenges

Similarly to the previous financial year, performance of the ARC has been limited due to limited availability of resources, particularly, financial allocations. Other aspects that have impacted on ARC to fully attain its performance in accordance with its mandate as per the Agricultural Research Act, 1990 (Act no. 85 of 1990), and which are linked to financial allocations, include infrastructure and human capacity. The ARC has not been able to fill some of its vacant posts because of limited financial resources, and this has been exacerbated by resignations of some key researchers in the organisation.

3. FINANCIAL INFORMARTION

Budget Overview

For the financial year 2009/2010, R532.8 million was received by the ARC as a Parliamentary Grant and R298.2 million was received from external income and other operating revenue. The total revenue was R831 million, which is 2% more than what was allocated in the previous financial year. An amount of R490 million, which is approximately 60% of the total revenue was spent on personnel costs.

Auditor-General's Report

For the previous financial year (2008/09), the ARC received a qualified audit opinion from the Auditor-General due to a disclosed R26.3 million amount, which was in respect of unreconciled debits and credits from prior years that were transferred to revenue in the statement of financial performance without adequate supporting documentation being available for audit purposes, and an amount of R9.2 million that was irregular expenditure .

For the current financial year, the entity received an unqualified audit opinion. However, the Auditor-General emphasised and drew attention to the following matters:
· An irregular expenditure to the amount of R3.2 million as a result of non-compliance with the supply chain management policies and principles.
· Non-compliance with the PFMA regarding lack of effective, efficient and transparent systems and internal controls regarding performance management
· Non-compliance with National Treasury Regulations regarding inadequate quarterly reporting on performance information. In this regard, the ARC did not facilitate effective performance monitoring and evaluation as required by Treasury Regulation 30.2.1.
· Some of reported information on targets and performance measures was not consistent with the business plan; there was no clear and logical link between the targets and performance measures; and some of the information was not well defined and measurable.
· Regarding information that was disseminated and that was material by nature, 44% of the reported target was not complete on the basis of the source information or evidence provided to support the reported target.
· Poor leadership regarding internal policies and procedures pertaining to planning, monitoring, managing and reporting of performance information.
· Insufficient appropriate audit evidence regarding reported performance information for Strategic Objectives 1 to 4.
· Investigations on fraud against former employees.
Questions to the ARC

· A matter was raised in the previous financial year regarding the issue of scarce skills (veterinarian and engineers) within the organisation. In this year's report, the same issue is present. On page 121, under Human Resources Section, the ARC is still reporting about the issue of vacant posts, which according to the report again are a result of limited financial resources, yet, on page 8 under the same section it is indicated that some funds are received by the organisation in order to mitigate scarce skills. An additional amount of R2.6 million from the National Research Foundation (NRF) and R1.9 million from the AgriSETA were received to mitigate scarce skills shortages in the ARC through postgraduate studies and professional development programmes. Given these initiatives, why is the ARC still raising the issue of skills shortages as one of the causes of poor or non-performance?
· In a presentation made by the NRF officials in one of the country's tertiary institutions, the issue of drop outs by PhD and other Postgraduate students that are supported through government and other institutional programmes and projects was raised. Do institutions like the ARC that are involved in these programmes have a system, which monitors and ensures that these students do not drop out from their studies in order to ensure that the objectives of the programme are met?
· The irregular expenditure for the current financial year is R3.2 million as indicated in page 186. Although this is less than the R9.2 million from the previous financial year, it is still a significantly high amount for an organisation that cannot perform efficiently due to lack of financial support. Given the fact that the issue has been raised by the Auditor-General in the previous financial year; can the ARC explain what measures are in place to curb the consistent irregular expenditure in the entity?
· What is the current status of the fraud investigations against the ARC's ex- administrators as mentioned by the AG?
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