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Audit Committee Report
the audit coMMittee has adopted formal terms of reference, which have been confirmed by the Mintek 
Board, and has performed its responsibilities as set out in the terms of reference. in understanding its 
responsibilities, the audit committee has reviewed the following: 

� the effectiveness of the internal control system; 

� the effectiveness of the internal audit function; 

� the risk areas of the entity to be covered in the internal and external audits; 

� the adequacy, reliability and accuracy of the financial information provided to management and other users of such information; 

� the accounting or auditing concerns identified as a result of the external and internal audits; 

� compliance with legal and regulatory provisions; 

� the activities of the internal audit function; 

� the independence, objectivity and effectiveness of the external auditors; and, 

� the scope and results of the external audit function. 

the audit committee is also responsible for: 

� reporting to the executive authority and the auditor-General where the report implicates any members of the accounting authority in fraud, 
corruption or gross negligence; 

� communicating any concerns it deems necessary to the executive authority; 

� confirming the internal auditor’s charter and audit plan; 

� encouraging communication between members of the Mintek Board, senior executive management, the internal auditors and external auditors; 

� conducting investigations within the terms of reference; 

� approving the internal audit work plan; and, 

� defining a policy for non-audit services provided by the external auditor and approving the contracts for non-audit services. 

the audit committee is satisfied that internal controls and systems have been put in place during the year under review and that controls have 
functioned effectively during the period. the audit committee considers Mintek internal controls and systems to be appropriate in all material 
respects to: 

� reduce the entity’s risk to an acceptable level; 

� Meet the business objectives of the entity; 

� ensure the entity’s assets are adequately safeguarded; and, 

� ensure that the transactions undertaken are recorded in the entity’s records. 

the Mintek Board has evaluated the group and the company financial statements for the year ended 31 March 2011 and concluded that they fully 
comply, in all material aspects, with the requirements of the Public finance Management act (PfMa) no.1 of 1999, as amended, and South african 
Statements of Generally accepted accounting Practices (Sa Statements of GaaP). 

the audit committee agrees that the adoption of the going concern premise is appropriate in preparing the annual financial statements. 

paul streng     
chairperson of the audit committee.   
31 March 2011
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directors' Responsibilities and Approval
the directorS are reQuired in terMS of the PuBLic finance ManaGeMent act to maintain adequate 
accounting records and are responsible for the content and integrity of the financial statements and related 
financial information included in this report. it is their responsibility to ensure that the financial statements 
fairly present the state of affairs of the group as at the end of the financial year and the results of its operations 
and cash flows for the period then ended, in conformity with South african Statements of Generally accepted 
accounting Practice and are based upon appropriate accounting policies consistently applied and supported 
by reasonable and prudent judgements and estimates. the external auditors are engaged to express an 
independent opinion on the financial statements.

the directors acknowledge that they are ultimately responsible for the system of internal financial control established by the group and place 
considerable importance on maintaining a strong control environment. to enable the directors to meet these responsibilities, the directors set 
standards for internal control aimed at reducing the risk of error or loss in a cost effective manner. the standards include the proper delegation of 
responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable 
level of risk. these controls are monitored throughout the group and all employees are required to maintain the highest ethical standards in ensuring 
the group’s business is conducted in a manner that in all reasonable circumstances is above reproach. the focus of risk management in the group 
is on identifying, assessing, managing and monitoring all known forms of risk across the group. While operating risk cannot be fully eliminated, the 
group endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints.

the directors are of the opinion, based on the information and explanations given by management, that the system of internal control provides 
reasonable assurance that the financial records may be relied on for the preparation of the financial statements. however, any system of internal 
financial control can provide only reasonable, and not absolute, assurance against material misstatement or loss.

in the opinion of the directors the group has adequate resources to continue in operational existence for the foreseeable future. this opinion is based 
on the 2012 budget and the current financial position of the group.

the external auditors are responsible for independently reviewing and reporting on the group's financial statements. the financial statements have 
been examined by the group's external auditors and their report is presented on page 48.

the group financial statements set out on page 49 to 71, which have been prepared on the going concern basis, were approved by the directors on  
29 July 2011 and were signed on their behalf by:

M Mphomela Ma Mngomezulu                                                                 
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directors' Report
the directorS of Mintek take pleasure in submitting their 2010/2011 report together with the annual 
financial Statements as at 31 March 2011.
pRofile

Mintek was established by the Mineral technology act 30 of 1989 and is listed as a national government business enterprise in schedule 3B of the 
Public finance Management act (PfMa), 1999, as amended.

finAnCiAl Results

the financial statements represent the financial result of Mintek and the consolidated results of its subsidiary, Mindev (Pty) Ltd, for the year ending 
31 March 2011.

RepoRtinG stAndARds

the Mintek Group’s annual financial Statements comply with South african Statements of Generally accepted accounting Practice (GaaP) and the 
PfMa.

oRGAnisAtionAl stRuCtuRe

Mintek’s organisational structure is shown on page 7 of the annual report.

pRinCipAl ACtivities

Mintek, South africa’s national mineral research organisation, is a state-owned enterprise established to ensure the sustainability and growth of 
the minerals industry through technology development and transfer. in terms of its mandate under the Mineral technology act 30 of 1989, Mintek’s 
main objectives are to promote mineral technology and to foster the establishment and expansion of industries in the field of minerals and products 
derived therefrom through research.

Specific aims include to:

� develop efficient mineral processing technologies and sustainable value added products and services.

�  Play a significant role in second economy interventions by developing technologies appropriate to the local jewellery, artisanal and small-scale 
mining (aSSM) industries;

�  Support government regional and continental initiatives;

�  develop human and organisational skills whilst transforming its internal and external business processes and the workforce; and,

�  uphold good governance practices.

finAnCiAl AffAiRs

the effects of the economic recession continued to affect the financial position of Mintek. the net loss for the period was r2,1 million compared 
with a profit of r1,7 million in the comparable period. the revenue decreased by 3% from the previous year due to lower demand for product and 
services while contract research work was higher than expected. the research and development phase of the conroast process was concluded in 
the previous financial year and since then there was no toll smelting in the upgraded 3,2 MW Bay 2 furnace resulting in lost revenue of more than 
r40 million while fixed costs had to be incurred. as a result of the completion of the developmental phase, with Braemore focusing on the rapid 
commercialisation of the technology, Braemore resources handed over to Mintek ownership of the full investment made in the design, construction 
and commissioning of the upgraded smelting operation in Bay 2 worth about r30 million. the ownership of this equipment gives Mintek the 
opportunity to undertake toll smelting services for other clients or modify, adapt or further develop this technology. negotiations are at advanced 
stages with other companies who may be interested in utilising this upgraded facility. it has become evident that the full utilisation of the Bay 2 
facility is key in improving Mintek revenue. the current year commercial work was also characterised by the lack of big pilot plants which were 
substituted by smaller test work. notwithstanding these difficulties, gross margin on commercial related projects was maintained at an average of 
20%, slightly lower than the previous year.

the Government grant on the other hand, reflects an inflationary increase of 5.2% from the previous year. a slight decrease in the baseline alloca-
tion is expected over the Mtef while an increase of about r60 million is expected in the project specific allocation such as the water treatment 
technologies and the rehabilitation of ownerless and derelict mines. interest income continued to be a strong source of revenue for Mintek with an 
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increasing number of clients paying for work in advance. it was however slightly lower than last year due to the decrease in interest rates.

the company is carefully conserving its cash reserves through appropriate measures. these measures include amongst others the freezing of 
certain posts, granting inflation-linked increments and deferring certain expenditures. Mintek is of the view that the difficulties experienced in 
the commercial work are short term and therefore no drastic decisions were taken to reduce the fixed cost and this resulted in a minor decrease in 
expenditure compared to the previous financial year.

Cash flow

cash generated from operations increased to r33,3 million, from r2,7m generated in 2010. this increase is mainly due to a significant increase in 
cash received in advance (deferred income). cash used in investing activities consisted primarily of capital expenditure of r62.6 million and an 
increase in investments held.

outlook

overall, Mintek expects better financial results in the foreseeable future. there are strong indications that the sales pipeline will strengthen as the 
new financial year progresses and Bay 2 is expected to resume operations towards the end of the 2012
financial year.

JudiCiAl pRoCeedinGs

the directors are not aware of any significant judicial proceedings against Mintek, except those as disclosed in note 25 of the annual financial 
Statements.

post-bAlAnCe sheet events

there were no material post-balance sheet events that the directors are aware of.

subsidiARies

the information relating to the entity’s financial interest in its subsidiary is disclosed in note 4 of the annual financial Statements.

the GRoup diReCtoRs of minteK As At 31 mARCh 2011

executive director:  Mr Ma Mngomezulu            non-executive directors:  Mr M Mphomela – chairperson
  Ms n Qunta
  Mr P Streng
  adv d Block
  Mr P White
  Ms S Sekgobela
  Ms S Maja - deputy chairperson
  Ms J ndlovu
  Mr M Mabuza
  Mr t nell (alternate to Mr M Mabuza)

the acting board secretary is Mr h Michau, and the business and postal addresses are as follows:
200 Malibongwe drive  Private Bag X3015
randburg  randburg
2125  2125

1. interest in subsidiaries

Mindev (Proprietary) Limited

the subsidiary is 100% owned by Mintek and was dormant in the current year.

details of the company's investment in subsidiaries are set out in note 4.

2. Auditors

auditor-General will continue in office in accordance with section 4 of the Public audit act, and will conduct the audit in
terms of section 8(2) of the Public finance Management act no.1 of 1999.

47
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Report of the Auditor-General
RepoRt of the AuditoR-GeneRAl to pARliAment on the CounCil foR mineRAl teChnoloGy   
RepoRt on the ConsolidAted finAnCiAl stAtements

introduction

1. i have audited the accompanying consolidated and separate 
financial statements of the council for Mineral technology 
(Mintek), which comprise the consolidated and separate 
statement of financial position as at 31 March 2011, and the 
consolidated and separate statement of financial performance, 
statement of changes in net assets and cash flow statement for the 
year then ended, and a summary of significant accounting policies 
and other explanatory information as set out on pages 49 to 71. 

Accounting authority’s responsibility for the consolidated 
financial statements

2. the accounting authority is responsible for the preparation and 
fair presentation of these consolidated and separate financial 
statements in accordance with  South african Statements of 
Generally accepted accounting Practices ( Sa Statements of 
GaaP) and the requirements of the Public finance Management 
act of South africa, 1999 ( act no. 1 of 1999) ( PfMa ) and the 
Mineral technology act, 1989 ( act no. 30 of 1989), and for such 
internal control as management determines necessary to enable 
the preparation of consolidated and separate financial statements 
that are free from material misstatement, whether due to fraud or 
error.

Auditor-General’s responsibility 

3. as required by section 188 of the constitution of the republic of 
South africa, 1996 (act no. 108 of 1996), section 4 of the Public 
audit act of South africa, 2004 (act no. 25 of 2004) (Paa) and 
section 12(2)(a) of the Mineral technology act, 1989 (act no. 30 of 
1989), my responsibility is to express an opinion on these financial 
statements based on my audit.

4. i conducted my audit in accordance with international Standards 
on auditing and General notice 1111 of 2010 issued in Government 
Gazette 33872 of 15 December 2010.  those standards require that i 
comply with ethical requirements and plan and perform the audit 
to obtain reasonable assurance about whether the consolidated 
and separate financial statements are free from material 
misstatement.

5. an audit involves performing procedures to obtain audit 
evidence about the amounts and disclosures in the consolidated 
and separate financial statements.  the procedures selected 
depend on the auditor’s judgement, including the assessment 
of the risks of material misstatement of the financial statements, 
whether due to fraud or error.  in making those risk assessments, 
the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the consolidated and separate 
financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal 

control. an audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall 
presentation of the consolidated and separate financial statements. 

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

opinion

7. in my opinion, the consolidated and separate financial statements 
present fairly, in all material respects, the financial position 
of Mintek and its subsidiary as at 31 March 2011, and their 
financial performance and cash flows for the year then ended 
in accordance with the South african Statements of Generally 
accepted accounting Practice (Sa Statements of GaaP) and the 
requirements of the PfMa and the Mineral technology act.

RepoRt on otheR leGAl And ReGulAtoRy RequiRements 

8. in accordance with the Paa and in terms of General notice 1111 
of 2010 issued in Government Gazette 33872 of 15 December 2010, 
i include below my findings on the annual performance report as 
set out on pages 10 to 15 and material non-compliance with laws 
and regulations applicable to the public entity.

predetermined objectives 

9.  there were no material findings on the annual performance report 
concerning the presentation, usefulness and reliability of the 
information.

Compliance with laws and regulations 
10. there were no findings concerning material non-compliance 

with applicable laws and regulations regarding financial matters, 
financial management and other related matters.

inteRnAl ContRol 

11. in accordance with the Paa and in terms of General notice 1111 
of 2010 issued in Government Gazette 33872 of 15 December 2010, 
i considered internal control relevant to my audit, but not for the 
purpose of expressing an opinion on the effectiveness of internal 
control. there are no significant deficiencies in internal control 
that resulted in a qualification of the auditor’s opinion on the 
financial statements or findings on predetermined objectives or 
material non-compliance with laws and regulations.

pretoria
29 July 2011
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GRoup CompAny

Figures in Rand(s) note(s) 2011 2010 2011 2010

Assets

non-current assets

Property, plant and equipment 2 208,615,438 191,850,928 208,615,438 191,850,928

intangible assets 3  2,948,386 3,457,152 2,948,386 3,457,152

investments in subsidiaries 4 - - 100 100

Long term loans and advances 5 - 4,636 - 4,636

211,563,824 195,312,716 211,563,924 195,312,816

current assets

inventories 7 5,722,346 6,538,871 5,722,346 6,538,871

current tax receivable 502,469 - - -

trade and other receivables 8 43,914,841 60,242,726 43,914,841 60,242,726

Short term investments 9 246,809,439 222,888,020 246,809,439 222,888,020

cash and cash equivalents 20,702,546 3,760,522 20,702,546 3,760,522

317,651,641 293,430,139 317,149,172 293,430,139

total Assets 529,215,465 488,742,855 528,713,096 488,742,955

equity and liabilities

equity

reserves 132,945,675 109,358,306 132,945,675 109,358,306

retained income 231,536,476 232,698,048 191,561,711 193,386,058

364,482,151 342,056,354 324,507,386 302,744,364

liabilities

non-current Liabilities

finance lease obligation 10 - 422,532 - 422,532

retirement benefit obligation 11 28,287,105 30,545,000 28,287,105 30,545,000

28,287,105 30,967,532 28,287,105 30,967,532

current Liabilities

Loans from group companies 6 - - 39,472,396 39,472,396

current tax payable - 160,306 - -

trade and other payables 12 35,007,518 38,820,531 35,007,518 38,820,531

deferred income 13 100,870,259 76,373,594 100,870,259 76,373,594

Provisions 14 568,432 364,538 568,432 364,538

136,446,209 115,718,969 175,918,605 155,031,059

total liabilities 164,733,314 146,686,501 204,205,710 185,998,591

total equity and liabilities 529,215,465 488,742,855 528,713,096 488,742,955

stAtement of finAnCiAl position At 31 mARCh 2011
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GRoup CompAny

Figures in Rand(s) note(s) 2011 2010 2011 2010

Continuing operations

revenue 15 337,160,039 346,795,197 337,160,039 346,795,197

other operating income 16 6,342,094 6,049,878 6,342,094 6,049,878

Loss on exchange differences (2,192,525) (3,718,463) (2,192,525) (3,718,463)

investment income 17 16,324,384 21,895,534 16,324,384 21,532,951

employee costs (227,157,971) (228,709,077) (227,157,971) (228,709,077)

operating expenses (79,976,062) (82,985,888)  (79,976,062) (82,985,888)

finance costs 18 (3,534,993) (3,328,922) (3,534,993) (3,328,922)

auditors remuneration 19 (1,651,364) (2,556,579) (1,651,364) (2,556,579)

fees for services 20 (39,300,384) (37,910,666) (39,300,384) (37,909,466)

depreciation, amortisation and impairments  21 (12,424,447) (14,163,772) (12,424,447) (14,163,772)

Profit/(Loss on) sale of assets and liabilities 265,324 (69,467) 265,324 (69,467)

actuarial Gains 3,423,769 496,520 3,423,769 496,520

(loss)/profit before taxation  (2,722,136) 1,794,295 (2,722,136) 1,432,912

taxation  31  662,775 (101,187) - -

(loss)/profit for the year (2,059,361) 1,693,108 (2,722,136) 1,432,912

Gains on property valuation 24,485,158 - 24,485,158 -

total comprehensive income 22,425,797 1,693,108 21,763,022 1,432,912

stAtements of CompRehensive inCome foR the yeAR ended 31 mARCh 2011
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Figures in Rand(s) revaluation reserve retained income total equity

GRoup

balance at 31 march 2009 110,256,095  230,107,151 340,363,246

changes in equity

total comprehensive income for the year - 1,633,108 1,693,108

depreciation on valuation of buildings (897,789) 897,789 -

total changes (897,789) 2,590,897 1,693,108

balance at 31 march 2010 109,358,306 232,698,048 342,056,354

changes in equity

total comprehensive income for the year 24,485,158 (2,059,361) 22,425,797

depreciation on valuation of buildings (897,789) 897,789 -

total changes 23,587,369  (1,161,572) 22,425,797

balance at 31 march 2011 132,945,675 231,536,476 364,482,151

minteK

balance at 31 march 2009 110,256,095 191,055,357 301,311,452

changes in equity

total comprehensive income for the year - 1,432,912 1,432,912

depreciation on valuation of buildings (897,789) 897,789 -

total changes (897,789) 2,330,701 1,432,912

balance at 31 march 2010  109,358,306 193,386,058 302,744,364

changes in equity

total comprehensive income for the year  24,485,158 (2,722,136) 21,763,022

depreciation on valuation of buildings (897,789) 897,789 -

total changes 23,587,369 (1,824,347) 21,763,022

balance at 31 march 2011 132,945,675 191,561,711 324,507,386

stAtements of ChAnGes in equity foR the yeAR ended 31 mARCh 2011
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GRoup CompAny

Figures in Rand(s) note(s) 2011 2010 2011 2010

Cash flows from operating activities

cash receipts from customers 385,296,486 376,288,632 386,005,016 372,843,557

cash paid to suppliers and employees (351,974,019)  (373,496,106) (352,682,549) (373,572,555)

cash generated from operations 22 33,322,467 2,792,526 33,322,467 (728,998)

interest received 14,556,425 19,283,636 14,556,425 18,921,053

Provision utilised (1,053,229) (1,616,568) (1,053,229) (1,616,568)

finance costs (44,594) (93,668) (44,594) (93,668)

net cash from operating activities 46,781,069 20,365,926 46,781,069 16,481,819

Cash flows from investing activities

additions to property, plant and equipment 2 (62,575,991) (25,119,794) (62,575,991) (25,119,794)

additions to intangible assets 3 (1,212,571) (533,633) (1,212,571) (533,633)

funding received towards purchasing of property, plant and 
equipment 2 59,416,858 20,381,777 59,416,858 20,381,777

funding received towards purchasing of intangible assets 3 410,736 46,000 410,736 46,000

increase in investments (23,921,419) (86,681,872)  (23,921,419) (86,681,872)

net cash from investing activities (27,882,387) (91,907,522) (27,882,387) (91,829,873)

Cash flows from financing activities

receipts for subsidiary - - - 3,806,458

Long-term creditor payments (422,532)  (244,848) (422,532) (244,848)

Post-retirement health care - settlement (1,534,126) (4,070,977) (1,534,126) (4,070,977)

net cash from financing activities (1,956,658) (4,315,825) (1,956,658) (509,367)

total cash movement for the year 16,942,024 (75,857,421) 16,942,024 (75,857,421)

cash at the beginning of the year 3,760,522 79,617,943 3,760,522 79,617,943

total cash at end of the year 20,702,546 3,760,522 20,702,546 3,760,522

stAtements of CAsh flow foR the yeAR ended 31 mARCh 2011
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ACCountinG poliCies foR the yeAR ended 31 mARCh 2011

1. presentation of financial statements

the financial statements have been prepared in accordance with South african Statements 
of Generally accepted accounting Practice, the Public finance Management act and 
treasury Guidelines. the financial statements have been prepared on the historical cost 
basis, and incorporate the principal accounting policies set out below. they are presented 
in South african rand.

these accounting policies are consistent with the previous period.

for purposes of these financial statements, all references to 'company' refers to Mintek, 
the public entity.

1.1 basis of consolidation

the consolidated financial statements incorporate the financial statements of the company 
and all entities, controlled by the company.

control exists when the company has the power to govern the financial and operating 
policies of an entity so as to obtain benefits from its activities.

all intra-group transactions, balances, income and expenses are eliminated in full on 
consolidation.

1.2 property, plant and equipment

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

� it is probable that future economic benefits associated with the item will flow to the 
company; and

� the cost of the item can be measured reliably.

Property, plant and equipment are initially measured at cost.

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

Land and buildings are carried at revalued amount, being the fair value at the date of 
revaluation less any subsequent accumulated depreciation and subsequent accumulated 
impairment losses. revaluations are made with sufficient regularity such that the carrying 
amount does not differ materially from that which would be determined using fair value at 
the end of the reporting period.

When an item of property, plant and equipment is revalued, any accumulated depreciation 
at the date of the revaluation is restated proportionately with the change in the gross 
carrying amount of the asset so that the carrying amount of the asset after revaluation 
equals its revalued amount.

any increase in an asset’s carrying amount, as a result of a revaluation, is recognised 
to other comprehensive income and accumulated in the revaluation surplus in equity. 
the increase is recognised in other comprehensive income to the extent that it reverses 
a revaluation decrease of the same asset previously recognised in the Statement of 
comprehensive income.

any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised 
in the Statement of comprehensive income in the current period. the decrease is 
recognised in other comprehensive income to the extent of any credit balance existing 
in the revaluation surplus in respect of that asset. the decrease recognised in other 
comprehensive income reduces the amount accumulated in the revaluation surplus in 
equity.

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

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

item  Average useful life 

Buildings  50 years

Plant and machinery  5 - 10 years

furniture and fixtures  5 years

Motor vehicles  5 years

office equipment  3 - 10 years

it equipment  3 - 5 years

the residual value, useful life and depreciation method of each asset are reviewed at 
the end of each reporting period. if the expectations differ from previous estimates, the 
change is accounted for as a change in accounting estimate.

the depreciation charge for each period is recognised in the Statement of comprehensive 
income unless it is included in the carrying amount of another asset.

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

1.3 intangible assets

an intangible asset is recognised when:

� it is probable that the expected future economic benefits that are attributable to the 
asset will flow to the entity; and,

� the cost of the asset can be measured reliably.

intangible assets are initially recognised at cost.

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

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

Gains or losses arising from derecognition of an intangible asset are measured as the 
difference between the net disposal proceeds and the carrying amount of the asset and 
are recognised in the statement of comprehensive income when the asset is derecognised.

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

item  useful life
computer software  3 - 4 years

1.4 investments in subsidiaries

in the Mintek financial statements, investments in subsidiaries are carried at cost less any 
accumulated impairment.

the cost of an investment in a subsidiary is the aggregate of:

�	the fair value, at the date of exchange, of assets given, liabilities incurred or assumed, 
and equity instruments issued by the company; plus,

� any costs directly attributable to the purchase of the subsidiary.

an adjustment to the cost of a business combination contingent on future events is 
included in the cost of the combination if the adjustment is probable and can be measured 
reliably.

1.5 financial instruments

Classification

the group classifies financial assets and financial liabilities into the following categories:

� financial assets at fair value through the Statement of comprehensive income - held for 
trading;

� held-to-maturity investment;

� Loans and receivables; and,

� financial liabilities measured at amortised cost.

classification depends on the purpose for which the financial instruments were obtained/ 
incurred and takes place at initial recognition. classification is re-assessed on an annual 
basis, except for derivatives and financial assets designated as at fair value through the 
Statement of comprehensive income, which shall not be classified out of the fair value 
through the Statement of comprehensive income category.

initial recognition and measurement

financial instruments are recognised initially at cost when the group becomes a party to 
the contractual provisions of the instruments.
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the group classifies financial instruments, or their component parts, on initial recognition 
as a financial asset or a financial liability in accordance with the substance of the 
contractual arrangement.

for financial instruments which are not at cost through the Statement of comprehensive 
income, transaction costs are included in the initial measurement of the instrument.

subsequent measurement

financial instruments at cost through the Statement of comprehensive income are 
subsequently measured at fair value, with gains and losses arising from changes in fair 
value being included in profit or loss for the period.

Loans and receivables are subsequently measured at amortised cost, using the effective 
interest method, less accumulated impairment losses.

held-to-maturity investments are subsequently measured at amortised cost, using the 
effective interest method, less accumulated impairment losses.

Gains and losses arising from changes in fair value are recognised in other 
comprehensive income and accumulated in equity until the asset is disposed of or 
determined to be impaired.

financial liabilities at amortised cost are subsequently measured at amortised cost, using 
the effective interest method.

derecognition

financial assets are derecognised when the rights to receive cash flows from the 
investments have expired or have been transferred and the group has transferred 
substantially all risks and rewards of ownership.

impairment of financial assets

at each reporting date the group assesses all financial assets, other than those at fair value 
through the Statement of comprehensive income, to determine whether there is objective 
evidence that a financial asset or group of financial assets has been impaired.

for amounts due to the group, significant financial difficulties of the debtor, probability 
that the debtor will enter bankruptcy and default of payments are all considered 
indicators of impairment.

impairment losses are recognised in the Statement of comprehensive income.

impairment losses are reversed when an increase in the financial asset's recoverable 
amount can be related objectively to an event occurring after the impairment was 
recognised, subject to the restriction that the carrying amount of the financial asset at the 
date that the impairment is reversed shall not exceed what the carrying amount would 
have been had the impairment not been recognised.

reversals of impairment losses are recognised in theStatement of comprehensive income 
except for equity investments classified as available-for-sale.

impairment losses are also not subsequently reversed for available-for-sale equity 
investments which are held at cost because fair value was not determinable.

Where financial assets are impaired through use of an allowance account, the amount 
of the loss is recognised in the Statement of comprehensive income within operating 
expenses. When such assets are written off, the write-off is made against the relevant 
allowance account. Subsequent recoveries of amounts previously written off are credited 
against operating expenses.

loans to/(from) group companies

these include loans to and from the holding company and the subsidiary.

Loans to group companies are classified as loans and receivables.

Loans from group companies are classified as financial liabilities measured at amortised 
cost.

trade and other receivables

trade receivables are measured at initial recognition at fair value, and are subsequently 
measured at amortised cost using the effective interest rate method. appropriate 
allowances for estimated irrecoverable amounts are recognised in the Statement of 
comprehensive income when there is objective evidence that the asset is impaired. 
Significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy or financial reorganisation, and default or delinquency in payments are 
considered indicators that the trade receivable is impaired.  the allowance recognised is 
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measured at the carrying amount.

the carrying amount of the asset is reduced through the use of an allowance account, and 
the amount of the loss is recognised in the Statement of comprehensive income within 
operating expenses. When a trade receivable is uncollectable, it is written off against the 
allowance account for trade receivables. Subsequent recoveries of amounts previously 
written off are credited against operating expenses in the Statement of comprehensive 
income.

trade and other payables

trade payables are initially measured at fair value, and are subsequently measured at 
amortised cost, using the effective interest rate method.

Cash and cash equivalents

cash and cash equivalents comprise cash-on-hand and demand deposits, and other 
short-term highly liquid investments that are readily convertible to a known amount of 
cash and are subject to an insignificant risk of changes in value. these are initially and 
subsequently recorded at fair value.

derivatives

the Group does not use derivative financial instruments including forward rate 
agreements and forward exchange contracts to hedge exposure rate and foreign 
fluctuations. it is the Group's policy not to hedge its exposure from foreign currency 
fluctuations, as it does not consider the impact to be significant. it is the policy of the 
Group not to trade in derivative financial instruments for speculative purposes.

1.6 investments

investments consist of short-term money market instruments initially recorded at cost, 
which is fair value of the cash placed with the institution. these investments are held-to-
maturity financial assets. interest is accrued using the effective interest rate method and 
included in the statement of comprehensive income on an accrual basis.

1.7 taxation

Current tax assets and liabilities

current tax for current and prior periods is, to the extent unpaid, recognised as a liability. 
if the amount already paid in respect of current and prior periods exceeds the amount 
due for those periods, the excess is recognised as an asset.

current tax liabilities/(assets) for the current and prior periods are measured at the 
amount expected to be paid to/ (recovered from) the tax authorities, using the tax 
rates (and tax laws) that have been enacted or substantively enacted by the end of the 
reporting period.

the company is exempt from paying income tax in terms of section 10(1) ca(i) of the 
income tax act no.58 of 1962, but registered for Vat. Mindev is registered for income tax.

the tax currently payable is based on taxable profit for the financial year. Mindev's 
liability for current tax is calculated using tax rates that have been enacted or 
substantively enacted by the balance sheet date.

1.8 irregular, fruitless and wasteful expenditure

irregular expenditure means expenditure incurred in contravention of, or not in 
accordance with, a requirement of any applicable legislation, including:

� the Public finance Management act; or,

� any provincial legislation providing for procedures in that state owned entity.

fruitless and wasteful expenditure means expenditure that was made in vain and could 
have been avoided had reasonable care been exercised. all irregular, fruitless and 
wasteful expenditure is charged against income in the period in which they are incurred.

1.9 financing costs

financing costs are recognised in the statement of comprehensive income in the period in 
which they are incurred.

1.10 leases

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

finance leases – lessee

finance leases are recognised as assets and liabilities in the statement of financial 
position at amounts equal to the fair value of the leased property or, if lower, the present 
value of the minimum lease payments. the corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation.

the discount rate used in calculating the present value of the minimum lease payments is 
the company's incremental borrowing rate.

the lease payments are apportioned between the finance charge and reduction of the 
outstanding liability. the finance charge is allocated to each period during the lease term 
so as to produce a constant periodic rate on the remaining balance of the liability.

operating leases - lessor

operating lease income is recognised as an income 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 income.

income for leases is disclosed under other operating income in the statement of 
comprehensive income.

operating leases – lessee

operating lease payments are recognised as an expense on a straight-line basis over 
the lease term. the difference between the amounts recognised as an expense and the 
contractual payments are recognised as an operating lease asset. this liability is not 
discounted.

1.11 inventories

inventories are measured at the lower of cost and net realisable value on the weighted 
average cost method.

net realisable value is the estimated selling price in the ordinary course of business less 
the estimated costs of completion and the estimated costs necessary to make the sale.

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 of items that are not ordinarily interchangeable and goods or 
services produced and segregated for specific projects is assigned using specific 
identification of the individual costs.

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. the amount of 
any write-down of inventories to net realisable value 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, 
are recognised as a reduction in the amount of inventories recognised as an expense in 
the period in which the reversal occurs.

1.12 impairment of assets

the group assesses at each end of the reporting period whether there is any indication 
that an asset may be impaired. if any such indication exists, the group estimates the 
recoverable amount of the asset.

irrespective of whether there is any indication of impairment, the group also:

� tests intangible assets with an indefinite useful life or intangible assets not yet available 
for use for impairment annually by comparing its carrying amount with its recoverable 
amount. this impairment test is performed annually.

if there is any indication that an asset may be impaired, the recoverable amount is 
estimated for the individual asset. if it is not possible to estimate the recoverable amount 
of the individual asset, the recoverable amount of the cash-generating unit to which the 
asset belongs is determined.

the recoverable amount of an asset or a cash-generating unit is the higher of its fair value 
less costs to sell and its value in use.

if the recoverable amount of an asset is less than its carrying amount, the carrying amount 
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of the asset is reduced to its recoverable amount. that reduction is an impairment loss.

an impairment loss of assets carried at cost less any accumulated depreciation or 
amortisation is recognised immediately in the Statement of comprehensive income. any 
impairment loss of a revalued asset is treated as a revaluation decrease.

an impairment loss is recognised for cash-generating units if the recoverable amount of 
the unit is less than the carrying amount of the units. the impairment loss is allocated to 
reduce the carrying amount of the assets of the unit in the following order:

� first, to reduce the carrying amount of any goodwill allocated to the cash-generating 
unit; and,

� then, to the other assets of the unit, pro rata on the basis of the carrying amount of each 
asset in the unit.

the company assesses at each reporting date whether there is any indication that an 
impairment loss recognised in prior periods for assets may no longer exist or may have 
decreased. if any such indication exists, the recoverable amounts of those assets are 
estimated.

a reversal of an impairment loss of assets carried at cost less accumulated depreciation 
or amortisation other than goodwill is recognised immediately in the Statement of 
comprehensive income. any reversal of an impairment loss of a revalued asset is treated 
as a revaluation increase.

1.13 employee benefits

defined contribution plans

Payments to defined contribution retirement benefit plans are charged as an expense as 
they fall due.

Payments made to retirement benefit schemes are dealt with as defined contribution 
plans where the group’s obligation under the schemes is equivalent to those arising in a 
defined contribution retirement benefit plan.

for defined contribution plans, the Group pays contribution to privately administered 
pension insurance plans on a contractual basis. the Group has no further payment 
obligations once the contributions have been paid. the contributions are recognised as 
employee benefit expense when they are due.

defined benefit plans

actuarial valuations are conducted on an annual basis by independent actuaries 
separately for each plan.

actuarial gains and losses are recognised in full in the reporting period it relates to and 
is the excess over the greater of the present value of the past service obligation at the 
reporting period before deducting the present value of assumed assets at the same date.

Valuations of these obligations are carried out annually by independent, qualified 
actuaries using the appropriate mortality tables, long-term estimates of increases in 
medical costs and appropriate discount rates.

consideration is given to any event that could impact the funds up to the end of the 
reporting period where the interim valuation is performed at an earlier date.

Past service costs are recognised immediately to the extent that the benefits are already 
vested, and are otherwise amortised on a straight line basis over the average period until 
the amended benefits become vested.

the liability recognised in the balance sheet in respect of the defined benefit pension 
plans is the present value of the defined obligation at the balance sheet date less the fair 
value of plan assets, together with adjustments for unrecognised past-service costs. the 
defined benefit obligation is calculated annually by independent actuaries using the 
projected unit credit method.

Prepaid contributions are recognised as an asset to the extent that a cash refund or a 
reduction in the future payment is available.

the Group has an obligation to fund the medical aid benefits of all its past employees and 
dependents of past employee who retired or were in the employment of the Group prior 
to 31 december 1999. the plan liability is unfunded and fully provided for in the financial 
statements. the Group uses the projected unit credit actuarial method to determine the 
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present value of its past service cost. General increases to medical aid contributions were 
estimated taking into account the projected future changes in the cost of medical services 
resulting from both inflation and specific changes to medical costs.

1.14 provisions and contingencies

Provisions are recognised when:

� the group has a present obligation as a result of a past event;

� it is probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation; and,

� a reliable estimate can be made of the obligation.

the amount of a provision is the present value of the expenditure expected to be required 
to settle the obligation.

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

Provisions are not recognised for future operating losses.

if the company has a contract that is onerous, the present obligation under the contract 
shall be recognised and measured as a provision.

after their initial recognition contingent liabilities recognised in business combinations 
that are recognised separately are subsequently measured at the higher of:

� the amount that would be recognised as a provision; and

� the amount initially recognised less cumulative amortisation.

contingent assets and contingent liabilities are not recognised. contingencies are 
disclosed in note 25.

1.15 Government grants

Government grants are recognised at fair value when there is reasonable assurance that:

� the group will comply with the conditions attaching to them; and,

� the grants will be received.

Government grants are recognised as income over the periods necessary to match them 
with the related costs that they are intended to compensate.

a government grant that becomes receivable as compensation for expenses or losses 
already incurred or for the purpose of giving immediate financial support to the entity 
with no future related costs is recognised as income of the period in which it becomes 
receivable.

Government grants related to assets, including non-monetary grants at fair value, are 
presented in the statement of financial position by setting up the grant as deferred income 
or by deducting the grant in arriving at the carrying amount of the asset.

Grants related to income are presented as a credit in the Statement of comprehenive 
income (separately).

Where a loan is received from government at below market interest rate, the difference 
between the fair value of the loan and the amount received is recognised as a government 
grant.

1.16 Revenue

revenue from the sale of goods is recognised when all the following conditions have been 
satisfied:

� the group has transferred to the buyer the significant risks and rewards of ownership of 
the goods;

� the group retains neither continuing managerial involvement to the degree usually 
associated with ownership nor effective control over the goods sold;

� the amount of revenue can be measured reliably;

� it is probable that the economic benefits associated with the transaction will flow to the 
group; and,

� the costs incurred or to be incurred in respect of the transaction can be measured 
reliably.
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When the outcome of a transaction involving the rendering of services can be estimated 
reliably, revenue associated with the transaction is recognised by reference to the stage of 
completion of the transaction at the end of the reporting period.

the outcome of a transaction can be estimated reliably when all the following conditions 
are satisfied:

� the amount of revenue can be measured reliably;

� it is probable that the economic benefits associated with the transaction will flow to the 
group;

� the stage of completion of the transaction at the end of the reporting period can be 
measured reliably; and,

� the costs incurred for the transaction and the costs to complete the transaction can be 
measured reliably.

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

Service revenue is recognised by reference to the stage of completion of the transaction at 
the end of the reporting period. Stage of completion is determined by the actual costs in 
relation to the plan cost of a project. 

Service fees included in the price of the product are recognised as revenue over the 
period during which the service is performed.

contract revenue comprises:

� the initial amount of revenue agreed in the contract; and

� variations in contract work, claims and incentive payments:

 - to the extent that it is probable that they will result in revenue; and

 - they are capable of being reliably measured.

revenue is measured at the fair value of the consideration received or receivable and 
represents the amounts receivable for goods and services provided in the normal course 
of business, net of trade discounts and volume rebates, and value added tax.

interest is recognised, in the Statement of comprehensive income, using the effective 
interest rate method.

1.17 translation of foreign currencies

foreign currency transactions

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

at the end of the reporting period:

� foreign currency monetary items are translated using the closing rate;

� non-monetary items that are measured in terms of historical cost in a foreign currency 
are translated using the exchange rate at the date of the transaction; and

� non-monetary items that are measured at fair value in a foreign currency are translated 
using the exchange rates at the date when the fair value was determined.

exchange differences arising on the settlement of monetary items or on translating 
monetary items at rates different from those at which they were translated on initial 
recognition during the period or in previous financial statements are recognised in profit 
or loss in the period in which they arise.

cash flows arising from transactions in a foreign currency are recorded in rand by 
applying to the foreign currency amount the exchange rate between the rand and the 
foreign currency at the date of the cash flow.
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GRoup and CompAny

2011 2010

Cost/
valuation

Accumulated 
depreciation

Carrying 
value

Cost/valuation Accumulated 
depreciation

Carrying 
value

2. property, plant and equipment

Land 91,747,897 - 91,747,897 83,944,108 - 83,944,108

Buildings 85,547,329 (15,767,809) 69,779,520 67,983,708 (14,302,844) 53,680,864

Plant and machinery 37,952,849 (27,388,410) 10,564,439 40,775,883 (27,772,320) 13,003,563

furniture and fixtures 3,890,526 (2,004,401) 1,886,125 3,416,056 (1,823,222) 1,592,834

Motor vehicles 990,581 (935,762) 54,819 990,581 (858,400) 132,181

equipment 158,711,523 (126,784,316) 31,927,207 105,457,973 (67,153,075) 38,304,898

capital assets under construction 2,655,431 - 2,655,431 975,148 - 975,148

finance lease assets - - - 2,012,248 (1,794,916) 217,332

total 381,496,136 (172,880,698) 208,615,438 305,555,705 (113,704,777) 191,850,928

Reconciliation of the carrying value of property, plant and equipment GRoup and CompAny - 2011

opening 
balance Additions disposals funded 

Assets transfers Revaluation Adjustments depreciation total

Land 83,944,108 - - - - 7,803,789 - - 91,747,897

Buildings 53,680,864 113,714 - - 768,538 16,681,369 - (1,464,965) 69,779,520

Plant and machinery 13,003,563 - (9,849) - - - (104,015) (2,325,260) 10,564,439

furniture and fixtures 1,592,834 709,360 (1,634) - 7,653 - 90,995 (513,083) 1,886,125

Motor vehicles 132,181 - - - - - - (77,362) 54,819

equipment 38,304,898 59,100,593  (116,240) (59,416,858) 195,850 - 385,750 (6,526,786) 31,927,207

capital assets under 
construction

 975,148 2,652,324 - - (972,041) - - - 2,655,431

finance lease assets 217,332 - (10,942) - - - - (206,390) -

total 191,850,928 62,575,991 (138,665) (59,416,858) - 24,485,158 372,730 (11,113,846) 208,615,438

Reconciliation of the carrying value of property, plant and equipment GRoup and ComApny - 2010

opening 
balance Additions disposals funded 

Assets transfers Reclassification depreciation total

Land 80,300,908 - - - - 3,643,200 - 83,944,108

Buildings 46,385,277 79,690 (2) - (136,726) 8,815,608 (1,462,983) 53,680,864

Plant and machinery 15,694,750 7,932 (3,041) - (137,334) - (2,558,744) 13,003,563

furniture and fixtures 1,262,642 664,234 (420) - - - (333,622) 1,592,834

Motor vehicles 239,824 - - - - - (107,643) 132,181

equipment 42,567,303 23,410,556  (39,234) (20,381,777) 795,685 - (8,047,635) 38,304,898

capital assets under 
construction

 536,942 957,382 - - (519,176) - - 975,148

finance lease assets 744,518 - (38,705) - - - (488,481) 217,332

total 187,732,164 25,119,794 (81,402) (20,381,777) 2,449 12,458,808 (12,999,108) 191,850,928

notes to the AnnuAl finAnCiAl stAtements foR the yeAR ended 31 mARCh 2011
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other information 
funding received during the current financial year for the purchase of assets is r59,051,842 (r20,381,777 for 2010). included in this is r30,609,067 capitalised on 1 april 2010 for conroast capital 
upgrade funded by an external party.
fully depreciated assets and funded assets with a total net value of r99,722,873 (2010 - r39,483,401) are still in use. these assets are recorded at r1 in the asset register. 
during the verification of assets, assets with a total net book value of r3,316,973 were added to the asset register and assets with a total net book value of r2,944,243 were written-off.  the net value of 
this adjustment is r372,730.
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GRoup CompAny

Figures in Rand(s) 2011 2010 2011 2010

2. property, plant and equipment (continued)

Carrying value

Land 91,747,897 83,944,108 91,747,897 83,944,108

Buildings 69,779,520 53,680,864 69,779,520 53,680,864

Plant 10,564,439 13,003,563 10,564,439 13,003,563

equipment 31,927,207 38,304,898 31,927,207 38,304,898

Vehicles 54,819 132,181 54,819 132,181

furniture and fittings 1,886,125 1,592,834 1,886,125 1,592,834

finance lease assets  - 217,332  -  217,332

capital work in progress 2,655,431 975,148 2,655,431 975,148

208,615,438 191,850,928 208,615,438 191,850,928

freehold land and buildings comprise:

Land and buildings original cost 11,759,900 11,759,900 11,759,900 11,759,900

revaluation until 31 March 2006 75,373,132 75,373,132 75,373,132 75,373,132

revaluation 31 March 2008 49,324,836 49,324,836 49,324,836 49,324,836

additions and transfers 2009 3,068,180 3,068,180 3,068,180 3,068,180

additions and transfers 2010 12,401,768 13,078,036 12,401,768 13,078,036

additions and transfers 2011 882,252 - 882,252 -

revaluation 31 March 2011 6,049,830 - 6,049,830 -

Revaluation at cost 158,859,898 152,604,084 158,859,898 152,604,084

directors' valuation 158,859,898 152,604,084 158,859,898 152,604,084

Portion 175 and portion 226 of the farm klipfontein, 203-iQ Johannesburg, with buildings thereon and the sectional land and titled units at Malnshof heights, located 
at erf 560 Malanshof. the value of the building complex was estimated at r158 859 898 by resurgent Projects (Pty) Ltd., an independent valuator, during the finan-
cial year ending 31 March 2011. the latest valuation report was issued on 25 May 2011. the key assumptions used were that the value of the property be based as 
sale of vacant land for rental investment using various rental income figures for different areas of the Mintek property. these calculated rentals were then capital-
ised at 13%.
the estimated useful lives of depreciable property, plant, equipment and vehicles are as follows:
Buildings                       50 years
Plant                               5 - 10 years
equipment                    3 - 10 years
Vehicles                         5 years
furniture and fittings  5 years
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GRoup and CompAny

Figures in Rand(s) 2011 2010

3. intangible assets Cost /valuation Accumulated 
amortisation

Carrying value Cost /valuation Accumulated 
amortisation

Carrying value

computer software 7,748,441 (4,800,055) 2,948,386 6,946,606 (3,489,454) 3,457,152

Reconciliation of intangible assets - Group and mintek - 2011

opening balance Acquisitions funded assets transfers Amortisation total

computer software 3,457,152 1,212,571 (410,736) _  (1,310,601)  2,948,386

Reconciliation of intangible assets - Group and mintek - 2010

opening balance Acquisitions funded assets transfers Amortisation total

computer software  4,135,480 533,633 (46,000) (1,299) (1,164,662) 3,457,152

funding received during the current financial year is r410,736 (2010:r46,000)
the estimated useful lives of depreciable intangible assets are as follows:
                3 - 5 years

notes to the AnnuAl finAnCiAl stAtements foR the yeAR ended 31 mARCh 2011
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Figures in Rand(s) 2011 2010 2011 2010

4. investments in subsidiaries held by mintek % holding % holding carrying amount carrying amount

Mindev (Pty) Ltd 100% 100% 100 100

Mindev is engaged in the commercialization of Mintek's patents and technology through the identification of suitable partners to advance such interests by way of 
direct investment in equity and through joint ventures.
Mintek holds 100% of the issued share capital of Mindev (Propriety) Limited. the carrying amounts of the subsidiaries are shown net of impairment losses.

Figures in Rand(s) GRoup minteK

5. long term loans and advances

staff loans

advances to staff for vehicle loans - 267,116 - 267,116

Less short term portion of staff loans - (262,480) - (262,480)

- 4,636 - 4,636

the staff loans were advanced to qualifying staff to finance the purchase of motor vehicles. the monthly instalments were deducted from the employees' salaries. 
these loans bore interest at prime overdraft rates less 3% and repayable within 36 months. all loans were settled in the current financial year.

6. loans from group companies

subsidiaries

Mindev (Pty) Ltd

non-interest bearing loan - - 39,472,396 39,472,396

the loans granted are unsecured and do not have fixed repayment terms. the carrying amount of the loan to Mintek is denominated in rands.

7. inventories

consumables 3,354,975 3,255,147 3,354,795 3,255,147

finished goods 2,322,749 3,283,724 2,322,749 3,283,724

Work-in-progress 44,622 - 44,622 -

5,722,346 6,538,871 5,722,346 6,538,871

carrying value of inventories carried at fair value less costs to sell 5,722,346 6,538,871 5,722,346 6,538,871

consumables are held in stock for daily business requirements. finished goods relate to products manufactured by the Mac division.
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8. trade and other receivables

trade receivables 29,528,087 45,427,417 29,528,087 45,427,417

Prepayments 4,154,278 4,050,517 4,154,278 4,050,517

Short term portion of staff loans - 262,480 - 262,480

unearned interest on fair value debtors (discounting) 74,739 511,635 74,739 511,635

Project work-in-progress 10,008,397 8,449,085 10,008,397 8,449,085

other receivables 450,665 3,877,480 450,665 3,877,480

Less: Provision for impairment (301,325) (2,335,888) (301,325) (2,335,888)

43,914,841 60,242,726 43,914,841 60,242,726

Projects work-in-progress relates to projects where work has been executed, but not yet billed.

Age analysis

the following is an age analysis of trade receivables at balance sheet date:

0-30 days 24,758,849 26,606,315 24,758,849 26,606,315

31-60 days past due 1,753,317 1,615,891 1,753,317 1,615,891

61-90 days past due 931,097 1,896,241 931,097 1,896,241

90+ days past due 2,084,824 15,308,970 2,084,824 15,308,970

29,528,087 45,427,417 29,528,087 45,427,417

the age analysis reflects the categories of overdue debts.

fair value of trade receivables

trade and other receivables 43,914,841 60,242,726 43,914,841 60,642,726

provision for impairment

included in the trade receivable balance are debtors which are past the original expected 
collection date at the reporting date, with a carrying amount of r2 714 596 (2010:r14 869 
323) for which the company has not provided as there has not been a significant change in 
credit quality and the amounts are still considered recoverable. the company does not hold 
any collateral over these balances. the average age of these balances is 93 days (2010: 76 
days). a summarised age analysis of due debtors is set out below.

the ageing of amounts due but not impaired is as follows:

60 - 90 days 931,097 1,896,241 931,097 1,896,241

More than 90 days 1,783,499 12,973,082 1,783,499 12,973,082

2,714,596 14,869,323 2,714,596 14,869,323

trade and other receivables impaired

as of 31 March 2011, trade receivables of r3 544 737 of which r1 933 713 was provided for in 
the prior year (2010:r3 420 045) were impaired and written-off.

the amount of the provision was r301 325 as at 31 March 2011 (2010:r2 335 888). the ageing 
of these trade receivables is as follows:

More than 120 days 301,325 2,335,888 301,325 2,335,888

notes to the AnnuAl finAnCiAl stAtements foR the yeAR ended 31 mARCh 2011
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8. trade and other receivables (continued)

Reconciliation of provision for impairment of trade receivables

opening balance 2,335,888 1,052,910 2,335,888 1,052,910

Provision for impairment 301,325 1,282,978 301,325 1,282,978

amounts written off as uncollectable (1,933,713) - (1,933,713) -

amounts settled (402,175) - (402,175) -

301,325 2,335,888 301,325 2,335,888

in determining the recoverability of a trade receivable, the company considers any change 
in the credit quality of the trade receivable from the date credit was initially granted up to 
the reporting date. accordingly, the directors believe that there is no further credit provision 
required in excess of the provision for doubtful debts.
the maximum exposure to credit risk at the reporting date is the fair value of each class of 
receivable. the group does not hold any collateral as security.

Currencies

the carrying amount of trade receivables are denominated in the following

currencies

rand 27,134,267 43,778,099 27,134,267 43,778,099

uSd 551,429 1,111,838 551,429 1,111,838

GBP 6,597 - 6,597 -

eur 225,696 92,284 225,696 92,284

aud 1,610,098 445,196 1,610,098 445,196

29,528,087 45,427,417 29,528,087 45,427,417

9. short term investments

Short term investments - current Portion 246,809,439 222,888,020 246,809,439 222,888,020

investments in short-term fixed deposits are held with various reputable financial institutions 
at market value and interest has been earned at prime overdraft rates less a varied 
percentage over the year.
fixed investments held with various public financial institutions are partly earmarked for the 
financing for the post-retirement medical aid liability.
a cession of r 2,154,481 is held over these investments. refer to note 25.

10. finance lease obligation

amount due for financial lease obligation - 650,461 - 650,461

Less: current portion of financial lease obligation - (227,929) - (227,929)

net lease liability - 422,532 - 422,532

Capitalised leased assets

- payable within one year - 227,929 - 227,929

- payable within 2-5 years - 422,532 - 422,532

- 650,461 - 650,461

all finance leases expired in the current financial year. the corresponding assets have been 
removed from the asset register. refer to note 2.

notes to the AnnuAl finAnCiAl stAtements foR the yeAR ended 31 mARCh 2011
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11. Retirement benefits

Carrying value

Post-retirement medical aid 26,933,679 29,300,000 26,933,679 29,300,000

Pension benefit liability 1,353,426 1,245,000 1,353,426 1,245,000

28,287,105 30,545,000 28,287,105  30,545,000

number of employees 135 150 135 150

post-retirement medical benefits

Medical cover is provided through a number of different schemes. Post-retirement medical 
cover in respect of qualifying employees is recognised as an expense over the expected 
remaining service lives of the relevant employees. Mintek has an obligation to provide 
medical benefits to certain pensioners and dependents. these liabilities have been provided 
for in full, calculated on an actuarial basis. these liabilities are unfunded. Periodic valuation 
of this obligation is carried out by an independent actuaries every year, the latest one being 
31 March 2011.

the amounts included in the balance sheet arising from Mintek's obligation in respect of 
post-retirement medical benefits are as follows:

Present value of obligations as at 31 March, 2011 26,933,679 29,300,000 26,933,679 29,300,000

post-retirement benefit obligation

fixed investment held with various public financial institutions is partly earmarked as financ-
ing for post-retirement medical aid liability. Mintek has not assigned a specific fund to hedge 
the post-retirement medical aid liability.

movement in the net liability recognised in the balance sheet

net-past service benefit liability: Beginning of the year 29,300,000 31,400,000 29,300,000 31,400,000

interest costs 2,700,000 2,600,000 2,700,000 2,600,000

contributions paid to service providers (112,782) (72,503) (112,782) (72,503)

net actuarial gain (3,419,413) (556,520) (3,419,413) (556,520)

Settlements (1,534,126) (4,070,977) (1,534,126) (4,070,977)

net-past services benefit liability: end of the year 26,933,679 29,300,000 26,933,679 29,300,000

notes to the AnnuAl finAnCiAl stAtements foR the yeAR ended 31 mARCh 2011
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11. Retirement benefits (continued)

Key assumptions

expected rate of return on assets    9.20 % 9.30 % 9.20 % 9.30 %

expected increase in salaries health care costs 7.30 %  7.00 % 7.30 % 7.00 %

Amounts recognised in the statement of comprehensive income are as follows:

current costs 2,700,000 2,600,000 2,700,000 2,600,000

benefits paid

contributions paid 112,782 72,503 112,782 72,503

expected average remaining life of employees (years) 25 25 25 25

sensitivity analysis on past service cost

discount rate increased by 1% p.a. 22,300,000 25,390,000 22,300,000 25,390,000

discount rate decreased by 1% p.a. 30,200,000 34,180,000 30,200,000 34,180,000

Subsidy inflation increased by 1% p.a. 30,300,000 34,320,000 30,300,000 34,320,000

Subsidy inflation decreased by 1% p.a. 22,200,000 25,220,000 22,200,000 25,220,000

retirement age 58 28,600,000 32,470,000 28,600,000 32,470,000

pension benefit liability

Pension benefits are provided to members of the Mintek retirement fund (Mrf).

movement in the net-liability recognised in the balance sheet

employer liability at beginning of year 1,245,000 1,185,000 1,245,000 1,185,000

actuarial loss 108,426 60,000 108,426 60,000

net employee liability at end of year 1,353,426 1,245,000 1,353,426 1,245,000

current cost 108,426 60,000 108,426 60,000

at inception of the fund a retirement reserve was allocated to certain members which will 
become payable at the time of the member's death or withdrawal. the employer also funds a 
minimum guaranteed pension for a member who entered the fund as at 1 January 1995. for 
purpose of calculating the valuation, investment returns are expected to exceed salary
increases by 3%.

these payments are made from within the Mrf and Mintek has no direct control over it.
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12. trade and other payables

trade payables 16,933,039 15,717,455 16,933,039 15,717,455

Sa revenue Services - other 891,888 3,335,608 891,888 3,335,608

other payables 4,793,468 3,661,940 4,793,468 3,661,940

accrued leave pay 8,977,123 10,380,283 8,977,123 10,380,283

accruals 3,437,805 5,545,459 3,437,805 5,545,459

current portion of lease creditor - 227,929 - 227,929

unpaid interest - creditors  (25,805) (48,143)  (25,805) (48,143)

35,007,518 38,820,531 35,007,518 38,820,531

fair value of trade and other payables

trade payables 35,007,518 38,820,531 35,007,518 38,820,531

13. deferred income

deferred income 85,951,848 59,666,422 85,951,848 59,666,422

advance client billing (unearned income) 14,918,411 16,707,172 14,918,411 16,707,172

100,870,259 76,373,594 100,870,259 76,373,594

deferred income arises as a result of contracts undertaken for several government 
departments and institutions in respect of amounts received in cash not yet accounted for as 
revenue.

advance client billing income arises as a result of contracts undertaken in terms of 
commercial work where invoices are raised based on work that has not been done.  the 
quantum of costs incurred provides the basis for the level of revenue recognised in the 
period.

14. provisions

Reconciliation of provisions - Group and Company - 2011

opening 
balance

Additions Reversed 
during 

the year

total

Product warranties 364,538 1,257,123 (1,053,229) 568,432

Reconciliation of provisions - Group and Company- 2010

opening 
balance

Additions Reversed 
during 

the year

total

Product warranties 847,840 1,156,816 (1,640,118)  364,538

the provision for product warranties arises from Mintek recognising its probable liability for 
meeting its obligation in terms of products and services as stipulated in its contracts with its 
customers.
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15. Revenue

rendering of services 337,160,039 346,795,197 337,160,039 346,795,197

Components of revenue

Government grants 128,702,236 123,561,047 128,702,236 123,561,047

State Grant 145,473,684 136,637,372 145,473,684 136,637,372

Less:

Portion of grant utilised to acquire fixed assets (10,795,866) (10,244,537) (10,795,866) (10,244,537)

Portion of grant carried over for committed fixed asset purchases (5,975,582)  (2,831,788) (5,975,582)  (2,831,788)

other revenue streams 208,457,803 223,234,150 208,457,803 223,234,150

Products and services 116,319,477 169,718,635 116,319,477 169,718,635

contract research 92,138,326 53,515,515 92,138,326 53,515,515

337,160,039 346,795,197 337,160,039 346,795,197

16. other operating income

other income 6,342,094 6,049,878 6,342,094 6,049,878

Components of operating income

Library services 42,670 36,578 42,670 36,578

Breach of contract (employees) 367,114 3,000 367,114 3,000

Breach of contract (bursary/learnerships) 12,332 1,357,361 12,332 1,357,361

Bad debts recovered - 64,935 - 64,935

Sundry income 3,304,635 2,852,464 3,304,635 2,852,464

rental income - properties 2,615,343 1,735,540 2,615,343 1,735,540

6,342,094 6,049,878 6,342,094 6,049,878

17. investment income

Short term deposits 14,519,715 18,772,285 14,519,715 18,772,285

Loans to associates - 362,583 - -

Bank balances 2,345 84,590  2,345 84,590

interest charged on trade and other receivables 14,370 11,092 14,370 11,092

fair value interest on debtors 1,767,959 2,611,898 1,767,959 2,611,898

Loans to employees 19,995 53,086 19,995 53,086

16,324,384 21,895,534 16,324,384 21,532,951

total interest income, calculated using the effective interest rate, on financial instruments 
not at fair value through the Statement of comprehensive income amounted to r14,519,715               
(2010: r18,772,285).
interest income on impaired financial assets amounted to r14,370 (2010: r11,092) .

18. finance costs

finance leases 36,673 93,668 36,673 93,668

trade creditors 7,921 - 7,921 -

fair value interest on creditors 790,399 635,254 790,399 635,254

retirement benefits 2,700,000 2,600,000 2,700,000 2,600,000

3,534,993 3,328,922 3,534,993 3,328,922
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19. Auditors' remuneration

external audit fees 1,571,370 2,208,601 1,571,370 2,208,601

other audits 79,994 347,978 79,994 347,978

1,651,364 2,556,579 1,651,364 2,556,579

20. fees for services

outsourced services 39,300,384 37,910,666 39,300,384 37,909,466

Components of fees for services

outsourced services 37,187,897 36,206,007 37,187,897 36,204,807

Legal fees 2,112,487 1,704,659 2,112,487 1,704,659

39,300,384 37,910,666 39,300,384 37,909,466

21. depreciation, amortization and impairments

depreciation, amortisation and impairments 12,424,447 14,163,772 12,424,447 14,163,772

Components of depreciation, amortization and impairments

Buildings 1,464,965 1,462,983 1,464,965  1,462,983

Plant 2,325,259 2,558,744 2,325,259 2,558,744

equipment 6,526,788 8,047,635 6,526,788 8,047,635

Vehicles 77,361 107,643 77,361 107,643

finance lease assets 206,390 488,481 206,390 488,481

furniture and fittings 513,083 333,622 513,083 333,622

computer software (intangible assets) 1,310,601 1,164,664 1,310,601 1,164,664

12,424,447  14,163,772 12,424,447 14,163,772

22. Cash generated from operations

(Loss)/profit for the year (2,722,136) 1,693,108 (2,722,136) 1,432,912

Adjustments for:  depreciation and amortisation 12,424,447 14,163,772 12,424,447 14,163,772

                                  Loss on sale of assets 138,665 69,467 138,665  69,467

                                  actuarial gains (3,423,769) (496,520)  (3,423,769) (496,520)

                                  taxation - 101,187 - -

                                  interest received (16,324,384)  (21,895,534)  (16,324,384)  (21,532,952)

                                  finance costs 3,534,993 3,328,922 3,534,993 3,328,922

                                  Provision for impairment (2,034,563)  1,282,978 (2,034,563) 1,282,978

                                  Provisions raised 1,257,123 1,133,267 1,257,123 1,133,267

                                  fair value adjustment - debtors 1,767,959 2,611,898 1,767,959  2,611,898

                                  fair value adjustment - creditors (790,399)  (635,253)  (790,399)  (635,253)

                                  assets adjustment (372,730) - (372,730) -

Changes in working capital: decrease/(increase) in inventories 816,525 (1,450,297)  816,525 (1,450,295)

                                                        decrease in trade and other receivables 18,362,448 20,835,399  18,362,448 17,312,674

                                                        decrease in trade and other payables (3,813,013)  (15,894,223)  (3,813,013)  (15,894,223)

                                                        increase/(decrease) in deferred income 24,496,665 (2,136,699)  24,496,665 (2,136,699)

                                                        decrease in staff loans  4,636 81,054 4,636 81,054

33,322,467 2,792,526 33,322,467 (728,998)
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23. insurance and Risk management

the insurance and risk management policies adopted by Mintek are aimed at obtaining 
sufficient cover at the minimum cost to protect its asset base, earning capacity and legal 
obligations against acceptable losses.

all property, plant and equipment are insured at current replacement value. risks of a 
possible catastrophic nature are identified and insured at acceptable risks.

24. Commitments

Authorised capital expenditure

Authorised and contracted for

� Property, plant and equipment 8,340,058 14,000,058  8,340,058 14,000,058

this committed expenditure relates to property, plant and equipment and will be financed by 
existing cash resources, and funds internally generated.

operational expenditure

contracted for  2,224,493 7,788,092  2,224,493 7,788,092

Operating leases for vehicles – as lessee (expense)

Minimum lease payments due

� within one year 72,938 293,094 72,938 293,094

operating leases for office equipment

minimum lease payment due

� within one year 414,262 120,224 414,262 120,224

� in second to fifth year inclusive 839,621 30,258 839,621 30,258

1,253,883 150,482  1,253,883 150,482

25. Contingencies

Mintek has disputed employment termination contracts with former employees, the 
aggregate of which is not expected to exceed r 3,793,970. none of these cases are 
considered probable.

cessions in favour of absa Bank for r2,154,481 to meet requirements for credit card and 
other banking facilities has been registered.
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26. Related parties

Controlling entity

the Group comprises of Mintek and its wholly owned subsidiary Mindev (Proprietary) 
Limited. Mindev is engaged in the commercialisation of Mintek patents and technology 
through the identification of suitable partners. the Group, in the ordinary course of business, 
enters into various sale and purchase transactions with related parties.

none of the directors, officers or major shareholders of the Mintek Group or, to the 
knowledge of Mintek, their families, had any interest , direct or indirect, in any transactions 
which has affected or will materially affect Mintek or its investment or subsidiary.

Related party transactions

related party transactions exist within the Group. during the year all sales transactions were 
concluded at arm's length.

details of material transactions with related parties not disclosed elsewhere in the financial 
statements are as follows:

Relationships

Subsidiary Mindev (Pty) Limited

national department department of Mineral resources

other Government departments other Government departments

national Public entity national research foundation

national Public entity cSir

Related party balances

loan accounts - owing to related parties

Mindev (Pty) Ltd - - 39,472,296 39,472,296

Amounts included in deferred income regarding related parties

department of Mineral resources 22,108,121 8,362,453 22,108,121 8,362,453

other Government departments 4,110,865 7,774,161  4,110,865 7,774,161

department of Science and technology 53,114,027 37,397,632 53,114,027 37,397,632

national research foundation 6,618,834  6,132,176  6,618,834 6,132,176

Amounts included in trade receivables regarding related parties

other Government departments - 511,564 - 511,564

cSir - 3,986,095 - 3,986,095

department of Science and technology 329,538 - 329,538 -

Related party transactions

sales to related parties

department of Mineral resources 9,326,367  11,430,292 9,326,367 11,430,292

department of Science and technology 32,942,428 24,969,689 32,942,428 24,969,689

other Government departments 9,740,560 8,598,375  9,740,560 8,598,375

national research foundation 664,380 2,067,024 664,380 2,067,024

cSir  1,218,143 5,450,135 1,218,143 5,450,135
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Figures in Rand(s) entity basic salary performance bonus and other 
expenses

total

27. board members and executive management remuneration

2011  executive management

Mr Ma Mngomezulu Mintek 1,690,673 5,372 1,696,045

dr rL Paul Mintek 1,501,568 6,858 1,508,426

dr M Motuku (resigned 31/10/2010) Mintek 890,864 12,477 903,341

Mr P craven Mintek  1,091,079  2,202  1,093,281

Mr Sa Simelane Mintek 1,127,115 - 1,127,115

Ms S Bopape (terminated 13/12/2010) Mintek 831,938 218 832,156

7,133,237 27,127 7,160,364

2010 executive management

Mr Ma Mngomezulu Mintek 1,559,250 54,404 1,613,654

dr rL Paul Mintek 1,390,895 54,406 1,445,301

dr M Motuku Mintek 1,135,591 44,350 1,179,941

Mr P craven (appointed 01/10/2009)  Mintek 529,650 - 529,650

Mr Sa Simelane Mintek 1,039,500  22,894 1,062,394

Ms S Bopape Mintek 1,034,550 25,960 1,060,510

6,689,436 202,014 6,891,450

2011 non-executive board members

fees for services as directors other expenses total

Mr M Mphomela (chairperson) rand Merchant Bank 65,188 1,305  66,493

Ms n Qunta ZBQ consulting 42,072 7,503 49,575

Mr P Streng independent Management consultant 64,668 5,506 70,174

adv d Block Masana technologies (Pty) Ltd 63,056 1,745 64,801

Mr P White Venmyn techno consulting firm 85,756 4,166 89,922

Ms S Sekgobela Mugamusi consulting 62,251 1,942 64,193

Ms S Maja Jacques vd Merwe Maja inc 72,470 3,264 75,734

455,461 25,431 480,892

2010 non-executive board members

Mr h Motaung (chairperson) anooraq resources corporation 33,718 - 33,718

Ms L Mhlabeni Bali engineering consultants 24,640 - 24,640

Mr Ma ntilane kwane Mineral Processing 40,320 - 40,320

dr J Bredell Minerals development consultants 45,571 - 45,571

Mr r havenstein norilsk nickel international 68,888 - 68,888

Ms G Mthethwa Standard Bank 26,880 - 26,880

Mr B Mbewu Self employed 8,960 - 8,960

Ms n Lila astute intellect 17,920 - 17,920

Mr B Sehlapelo rand Water Services (Pty) Ltd 40,466 - 40,466

Mr M Mphomela rand Merchant Bank 57,688 - 57,688

365,051 - 365,051

all non-executive board members were appointed to the Mintek Board on 1 March 2010

Messrs. M Mabuza, t nell, J ndlovu and GL rapoo were not paid any directors' emoluments during the year under review.
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28. financial instruments

foreign currency risk

the Group undertakes certain transactions in foreign currencies, hence exposures to 
exchange rate fluctuations arise. the Group does not enter into forward foreign exchange 
contracts to buy and sell amounts of various currencies at predetermined exchange rates, as 
foreign currency amounts are not significant in relation to Mintek's income. as a matter
of principle, the Group does not enter into currency exchange contracts for speculative 
reasons.

Credit risk management

financial assets that could subject the group to credit risk consist principally of bank 
balances and cash, deposits, trade and other receivables, and short-term investments. 
the Group bank balances and short-term investments are placed with several financial 
institutions with at least BBB credit ratings as rated in terms of the fitch Global rating system. 
the Group reviews its trade and other receivables at each balance sheet date to ensure 
adequate allowances for doubtful receivables or loan write-offs are made, the level of this 
provision is disclosed in note 8 credit risk with respect to trade receivables is limited to 
the large number of customers comprising the Group's customer base and their dispersion 
across different industries and geographical areas. accordingly the Group does not have 
significant concentration of credit risk.

the Group considers its short-term investments to be secured and readily available as cash 
should the need arise for the conversion of the investments.

the carrying amounts of financial assets included in the balance sheet represent the Group's 
exposure to credit risk in relation to these assets. the Group does not have any significant 
exposure to any customer or counter party.

liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash resources to meet 
cash flow requirements.

Management monitors forecasts of liquidity reserve on the basis of expected cash flow. 
analysis of the various requirements is disclosed in note 9 of the financial statements.

fair values

as at 31 March 2011 the carrying amount of bank balances and cash, deposits, trade and 
other receivables, trade and other payables, contracts in progress, advances received and 
short-term borrowings approximated their fair values due to the short-term nature of these 
assets and liabilities.

the group does not hedge foreign exchange fluctuations.

interest risk

the valuation of interest rate exposure and investment strategies is done by management on 
a regular basis. the risk arises from substantial interest-bearing assets at variable interest 
rates. to minimise exposure to this risk, the Group uses a mixture of variable and fixed 
interest rates.

29. fruitless, wasteful and irregular expenditure

fraud and theft expenses - 4,494 - 4,494

no fruitless, wasteful and irregular expenditure was identified during the current financial 
year.
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GRoup CompAny

Figures in Rand(s) 2011 2010 2011 2010

30. fifa world Cup expenditure

Mintek did not incur any expenditure in relation to the fifa World cup.

31. taxation

major components of the tax (income)/expense

Current

Local income tax - recognised in current tax for prior periods (662,775) 101,187 - -

Reconciliation of the tax expense

reconciliation between applicable tax rate and average effective tax rate.

applicable tax rate 28.00 % 28.00 % 28.00 % 28.00 %

no provision for income tax was made for the company during the current financial year as 
Mintek is exempt in terms of section 10(1)(ca)(i) of the income tax act,no. 58 of 1962; and 
Mindev is a dormant company. tax provisions and liabilities are with respect to Mindev and 
are payable through those entities.
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