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FREE STATE GAMBLING AND RACING BOARD
ANNUAL REPORT - 2005/2006

Honourable N.H. Masithela
MEC for Tourism, Environmental and Economic Affairs
Free State Province

In terms of Section 14(3) of the Free State Gambling and Racing Act, 1996 (Act 6 of 1996), the
Free State Gambling & Racing Board presents you with the attached report on its activities for
the year 2005/2006 for your consideration and presentation to Parliament.

v

M.J. Sehume
Chairperson
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GENERAL INFORMATION

A. SUBMISSION OF ANNUAL REPORT TO THE EXECUTIVE AUTHORITY

For Submission to the Responsible Member for the Department of Tourism, Environmental and
Economic Affairs and in terms of Section 14(3) of the Free State Gambling and Racing Act, 1996

(Act 6 of 1996) (“the Act”) and Section 55(1) of the Public Finance Management Act, 1999 (Act
1 of 1999) (“PFMA”)

APPLICABLE ACTS AND OTHER INFORMATION

The Free State Gambling and Racing Board (“the Board”) is a statutory body established in
terms of section 2 of the Act. Its primary objective is the development and regulation of the
gambling and racing industry in the Free State Province (“Province”). [

MISSION STATEMENT:

To develop and regulate the gambling industry to ensure economic and social benefits
in the Free State Province.

VISION:

To be a leading professional, sustainable and prosperous organisation in the regulation
of the gambling industry.

To achieve its mission, the Board has identified the following core values:
Accountability

Transparency

Honesty

Diligence

Dependability

Responsibility

Free State Gambling & Racing Board

Annual Report 2005 /06




STATEMENT BY THE CHAIRPERSON:

It is indeed with great pleasure to have this opportunity to present the Annual Report of the
Board that covers the period commencing 1 April 2005 and ending 31 March 2006.

It is a daunting task to be associated with an organisation like the Board as it requires due
diligence in discharging your responsibilities to ensure compliance with necessary legislative
insfruments, that the industry is well regulated and further ensure that the activities of the
gambling industry in the Province contribute to the socio-economic needs of our people.

The members of the Board were most definitely thrown into the deep end when they were
appointed after the entity had to function for more than a year without a properly constituted
Board. The implication of this was that the members had to commit significant time and effort
into urgent and pressing issues right from the onset of their term of office. The positive result was
that the new Board gained considerable knowledge and experience whilst at the same time
managing to make remarkable progress in a rather short period of time.

The responsibility of the Board is to find a balance between regulating and developing the
industry on the one hand, and on the other hand ensuring that members of the public do not
over indulge in gambling activities or fall prey to illegal gambling activities.

The Board strived during the period under review to ensure that it overcome whatever challenges
it was faced with and to that end | would like to extend my sincere appreciation to my fellow
board members, management and staff.

The highlights, performance and future plans of the Board are dealt with under the report of
the Accounting Authority.

M.J SEHUME
CHAIRPERSON

31 May 2006



B. STATEMENT OF RESPONSIBILITY

It is the responsibility of the Board to review the integrity and preparation of its Annual Financial
Statements and the related information contained in the Annual Report.

To ensure that these responsibilities are fulfilled in a proper manner, management has developed,
and maintains on an ongoing basis, a series of internal and accounting controls, which have
been designed to provide reasonable assurance against material misstatements and losses.
To this end, a comprehensive budgeting and reporting system has been developed, monitored
by the Finance Committee as well as the Audit Committee. The Audit Committee has regular
interaction with the Auditor General and Internal Auditors to ensure that feedback from these
entities is considered and acted upon. The Finance Committee and Audit Committee are also
tasked with the regular review of the Board’s risk management policy and system of internal
control.

During the period under review, the Board’s internal audit function was outsourced to a consortium
comprising of KPMG and Makomota Auditors. These conducted comprehensive internal audits
and conveyed findings to the Audit Committee and the Board.

The Board is satisfied that its system of internal control is adequate and accordingly that reliance
may be placed on the financial records which form the basis for the preparation of these Annual
Financial Statements. The Annual Financial Statements have been prepared on a going concern
basis, in accordance with the Standards of Generally Recognised Accounting Practice (GRAP),
Generally Accepted Accounting Practice (GAAP) and the PFMA and in accordance with the
notes thereto, and fairly present, in all material respects, the Board’s financial position and the
results of its operational activities as at 31 March 2006.

The Annual Financial Statements were submitted for auditing on [date], were approved by the
Board on [date] and were signed on behalf of the Board by the Chairperson and Acting Chief

Executive Officer on [date].

_
M.J. Sehume 1 L.T. Motsoasele
Chairperson 1 Acting Chief Executive Officer

31 May 2006
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REPORT OF THE AUDIT COMMITTEE
We are pleased to present our report for the year ended 31 March 2006.

Audit Committee Members and Attendance:

The Audit Committee comprised of the members listed hereunder. During the year under
review, five meetings were held. This is in compliance with the Committee’s approved Terms
of Reference, which requires at least four meetings per annum.

Name of Member(Ii Number of Meetings Attended

Dr M.C. Koorts (Chairperson) Il O O
Mr §. FoucheeTmn 0
Ms V.F. Ramelal (0

Mr D.F. Strauss (appointed 27 June 2005) 11T

Mr N.I. Kunene (appointed 27 June 2005) 1

AUDIT COMMITTEE RESPONSIBILITY

O —WwWuru,

The Audit Committee reports that it has adopted appropriate formal Terms of Reference as its
Audit Committee Charter, has regulated its affairs in compliance with this Charter and has
discharged all its responsibilities as contained therein.

The Audit Committee has complied with its responsibilities arising from section 51 (1)(a)(ii) of the
PFMA and Treasury Regulation 27.1.10.

THE EFFECTIVENESS OF INTERNAL CONTROL

The Internal Audit, through its reports, provided the Audit Committee and management with
assurance that the internal controls are appropriate and effective. This has been achieved by
means of the risk management process as well as the identification of corrective actions and
suggested enhancements to the controls and processes. From the various reports of the Internall
Auditors, the Audit Report on the Annual Financial statements, the matters of emphasis and
management letter of the Auditor — General, it was noted that no significant or material non-
compliance with prescribed policies and procedures have been reported. Accordingly, the
Committee can report that the systems of internal control for the period under review have
been effective and efficient.



EVALUATION OF FINANCIAL STATEMENTS
The Audit Committee reviewed:

o[ The Annual Financial Statements and recommended that they be adopted.
o[l The Auditor-General's management lefter and management’s responses.
o[ Changes in accounting policies and practices.
°[] Significant adjustments resulting from the Audit.

The Audit Committee concurs with and accepts the Auditor-General’'s conclusions on the
Annual Financial Statements and is of the opinion that the audited Annual Financial Statements
be accepted and read together with the report of the Auditor-General.

\/

MC Koorts
CHAIRPERSON OF THE AUDIT COMMITTEE

31 May 2006
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A. REPORT BY ACCOUNTING AUTHORITY FOR THE YEAR ENDED 31 MARCH 2006

1. ADMINISTRATIVE INFORMATION
BOARD MEMBERS

Ms. M.J. Sehume (Chairperson)

Mr. N.I. Kunene (Deputy Chairperson)
Mr. M.R. Hlangu

Mr. D.F. Strauss

Mr. J. Hatftingh

Mr. J.M. Tladi

Ms. M.O. Molefi

Ms. M. Qabathe

AUDIT COMMITTEE

Dr. M.C. Koorts (Chairperson)
Mr. S. Fouchee

Ms. V.F. Ramela

Mr. N.I. Kunene

Mr. D.F. Strauss

ACTING CHIEF EXECUTIVE OFFICER
Mr. L. T. Motsoasele

CHIEF FINANCIAL OFFICER

Mr. J. Kirsten

POSTAL ADDRESS T
P.O. Box 9229 1]
Bloemfontein [
South Africa [
9300 [

TELEPHONE 111111
+27 51 404 030011
PRINCIPAL BANKERS

Nedbank

BOARD

Front row from left: Mr.HIangu, M.O. Molefi, M.J.
Sehume (Chairperson), N.I. Kunene
Back row from left: L.T. Motsoasele (Acting Chief
Executive Officer), J. Tladi, J. Hattingh

PHYSICAL ADDRESS

190 Nelson Mandela Drive
Bloemfontein

South Africa

9301

FAX
+27 51 404 03221
+27 51 404 0323




THE BOARD
COMPOSITION AND STRUCTURE

The Responsible Member has during the year under review appointed a full complement of
members to serve as non-executive members of the Board, with seven members appointed on
the 27th of June 2005 and two additional members appointed on the 14th of November 2005.

This move by the Responsible Member was really appreciated as the Board had functioned
without Board members for a period of almost a year and this impacted negatively on it's
operatfions.

The Board, in the year under review, was represented by a chairperson supported by non-
executive members, an acting Chief Executive Officer and staff.

The Board sadly lost one of its members, Mr J Ntsane, who passed away during the month of
October 2005.

BOARD MEETINGS

During the year ended 31 March 2006, the Board held eighteen (18) meetings and the attendance
was recorded as per the table below.

The high number of meetings was necessitated by the fact that the Board operated without
members for a period of more than a year, and a variety of issues needed to be dealt with by
the Board as matters of priority.

Members Ordinary Meetings | Special Meetings
M.J Sehume (Chairperson) 18 of 18 40f4
N.I. Kunene (Deputy Chairperson) 14 0f 18 40f4
JM. Tladi 17 of 18 40f4
R.M. Hlangu 18 of 18 40f4
D.F. Strauss 12 0of 18 40f4
J. Hattingh 17 of 18 3of4
J. Ntsane 09 of 18 40f4
M.O. Molefi - Appointed 14 November 2005 06 of 18 20f4
M. Qabathe - Appointed 14 November 2005 06 of 18 10f4
Resigned 3 March 2006

M. Ratsomo (Acting CEO until January 2006) 140f 18 20f4
L.T. Motsoasele (Acting CEO - From February 2006) 40f18 20f4

BOARD MEMBER EMOLUMENTS:

Details regarding Board member emoluments are reflected in Note 23 to the Annual Financial
Statements.



2. GENERAL REVIEW OF STATE OF AFFAIRS
INTRODUCTION

In an endeavor to accomplish its mission, i.e. to develop and regulate the gambling industry
to ensure economic and social benefits, the Board ensured that it executed its mandate within
the parameters of the Act, the applicable Regulations, Rules and other related legislative
instruments.

What follows herein under is a synopsis of the Board’s highlights and performance during the
year under review.

BOARD MEMBERS / MEMBER OF EXECUTIVE COUNCIL

The period covered by the report was characterized by two key inter-related developments,
namely the appointment of board members and the appointment of the new Responsible
Member heading the portfolio under whose auspices the Board falls.

It was indeed encouraging to have a full complement of Board Members, as their presence
assisted in giving strategic direction to the Board as an entity and further ensured that the Board
achieved its objectives.

The Board had very positive interaction with the Responsible Member.
THE BOARD’S CEO

As reported in the Board'’s previous Annual Report, it was envisaged that the disciplinary hearing
of the suspended CEO, Mr C.J Moeko, would be finalized by the end of June 2005.

As at the end of March 2006 the hearing had not been concluded though Mr Moeko had been
found guilty on a number of charges and evidence in mitigation and aggravation of sanction
had been presented. The final judgment and recommendations from the presiding officer were
however still outstanding as at 31 March 2006.

At the time of writing of this report the hearing had been finalized and the employment of Mr
Moeko was terminated by the Responsible Member on the 28th of April 2006.

Mr Thami Motsoasele, the Board's Compliance and Investigations Manager, is presently acting
as Chief Executive Officer.

PERFORMANCE HIGHLIGHTS

The main aim of this report is reporting on the Board’s performance against set objectives and
also highlighting challenges that the Board faced during the period under review.

CASINO LICENSING PROCESS
ZONE 1: MANGAUNG SUN T/A WINDMILL CASINO AND ENTERTAINMENT CENTRE

The transfer and removal of the Thaba ‘Nchu Sun Casino to Bloemfontein was finalised and
Mangaung Sun, frading as Windmill Casino and Entertainment Centre, opened its doors to the
public on the 30th of September 2005, with the official opening ceremony held on the éth of
December 2005. The Board ensured, through the imposed licence conditions, that none of the
employees of Thaba ‘Nchu Sun Casino were refrenched involuntarily.



The casino is performing beyond expectations and the development was the biggest single
private sector investment in the Province's leisure industry in many years and is quickly becoming
one of the most popular entertainment and conference venues in the Province.

The licensee has contributed generously to community needs through its Community Social
Investment Programme.

ZONE 2: GOLDFIELDS CASINO AND ENTERTAINMENT CENTRE

The Board approved an application by Goldfields Casino to convert its tfemporary casino into
a permanent casino, in accordance with the licence conditions imposed for the temporary
casino. Goldfields Casino committed itself to spending an additional R0 million to upgrade
the existing temporary casino.

It is anficipated that the conversion of the Goldfields Casino to a permanent casino in accordance
with the approved plans, will be finalized during the 2006/2007 financial year.

The licensee has contributed generously to community needs through its Community Social
Investment Programme.

ZONE 3: INCITICORP (PTY) LTD T/A FRONTIER INN HOTEL AND CASINO

The Board approved an application by Inciticorp for the removal of its licence to an alternative
site, as well as the application by Magnolia Ridge Properties, frading as Peermont Global, for
an acquisition of inferest in Inciticorp.

The construction of the casino will result in a capital investment of almost R102 million and create
at least 480 jobs at the peak of construction and 113 during operations.

Construction of the development began at the end of 2005 and progress is on schedule. It is
envisaged that the development will be completed by December 2006.

ZONE 4: VAAL RIVER CASINO LICENCE APPLICATION

In our previous Annual Report, we reported that the former Board could not conclude the
adjudication process as their term of office expired before the process could be finalized.

In the interim, Emerald Casino (the sole objector to the casino licence application in Zone 4)
lodged an application in the High Court against the Department for Local Government and
Housing, on the basis that the approval of the re-zoning of the land in question was ultra vires
and accordingly void. The Court ruled that the process followed by the Department for Local
Government and Housing was indeed invalid and ordered the Department to develop a new
procedure for zoning applications.

The new Board resolved that the public hearing in the matter should start de novo, as the
majority of its members did not partake in the previous hearing. It was furthermore agreed that,
prior to such a hearing, a viability study for a casino development in Zone 4 should be conducted
and that the licensee should provide the Board with the required approval of the re-zoning of
the land in question. The final report on the Viability Study in Zone 4 was released by the Board
to all relevant stakeholders for comment. The Board hopes to finalise this issue during the
2006/2007 financial year.



CLOSURE OF THE BLOEMFONTEIN RACE COURSE

During the year under review the Board was faced with the enormous challenge of attempting
to convince Phumelela Gaming and Leisure Ltd, the holder of the race meeting licence for the
Bloemfontein race course, not to close the latter. In the process, the Board consulted with all
stakeholders in an attempt to come up with solutions that could prevent the closure.

Despite the Board's concerted efforts Phumelela closed the race course during the last quarter
of 2005. The major reason cited was that the continued operation of the race course was no
longer financially viable.

The Board'’s efforts to keep the race course open were mainly aimed at maintaining the jobs
created as well as the economic activity brought about by the operations, as the closure would
inevitably negatively impact on those who depended on the race course for survival. To this
end, the Board negotiated with Phumelela to ensure minimal job losses as a result of the closure
of the race course.

GAMING PERFORMANCE

The Board experienced an increase of 32,25% in levies collected from the casinos for the period
2005/2006 relative to 2004/2005.

The casinos operational during the period under review were Thaba Nchu Sun Hotel and Casino
(which closed it's operations in September 2005), the Windmill Casino and Entertainment Centre
(which commenced with operations in September 2005), Naledi Sun, and Goldfields Casino
and Entertainment Cenfre.

The operating profile of the casinos at the end of the period under review can be summarized
as follows:

CASINO NUMBER OF NUMBER OF
GAMBLING MACHINES TABLES
Goldfields Casino 226 6
Naledi Sun 160 0
Windmill Casino 258 11

The horseracing levies collected during the year under review saw a marginal increase of 3.13%.
This low increase can likely be attributed to the closure of Bloemfontein race course.

Two race-course licensees, 6 bookmaker licensees and 24 totalizator outlets were operational
in the Province during the period under review.

The Board, on average, audited 75% of all gambling related income due to the Province to
ensure completeness, correctness and timeous payment. In addition, reqgular compliance audits
were conducted on all licensees to ensure compliance with gambling legislation.

The following is a graphic representation of levies collected during the period 2004/2005 and
2005/2006 on a comparative basis:

10



Casino Levies 2005-2006
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Horseracing Levies 2004-2005
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LIMITED PAYOUT MACHINES AND BINGO'S

As reported in the Board’s previous Annual Report, the policies for the introduction of Limited
Payout Machines (LPM) and Bingo were submitted to the Responsible Member for approval.
Although formal approval is at present awaited, the MEC remarked in his budget speech that
LPM’ will be rolled out in the Province during the 2006/2007 financial year.

The Board is accordingly enthusiastic about infroducing LPMs and Bingos in the Province in the
very near fufure.

COMBATTING OF ILLEGAL GAMBLING

The Board continued its close relationship with the South African Police Services and the
Directorate of Public Prosecutions in order to ensure the effective enforcement of gambling
legislation in the Province. During the year under review, 48 illegal gambling machines were
confiscated and all perpetrators in these cases were successfully prosecuted for gambling
related offences.

A total of 75 illegal gambling machines forfeited to the Board were destroyed during the year
under review.

LEGISLATION

The final draft of the Free State Gambling and Racing Amendment Bill was presented to the
Responsible Member for comments and approval after consultation with the State Law Advisors.
The response and comments of the former were awaited at the date of writing of this report.

Amendments to the Board's Horseracing Rules prescribing the use of computerized bookmaker
systems came into operation on 15 December 2005.

LITIGATION

The Board, in consultation with the State Law Advisers, is in the process of recovering money
owed to it by the former CEO, Mr C. Moeko and the Financ and Administration Manager, Mr
V Makhan.

No otfher litigation was instituted by or against the Board during the period under review or
pending at the end of the period under review.

RESPONSIBLE GAMBLING

The Board requires from all licensees to adhere to the National Gambling Act, the National
Regulations and the Act with regard to gambling related advertisements and responsible
gambling.

The promotion of responsible gambling is furthermore addressed in the licence conditions of
all licensees of the Board. In addition, a Responsible Gambling and Media Relations Committee
has been formed to assist the Board in the formulation of policies and the promotion and
implementation of responsible gambling strategies and combating of problem gambling.

During the year under review, 282 requests for the exclusion of individual problem gamblers
were approved.



BLACK ECONOMIC EMPOWERMENT (“BEE")

The Board remains committed to the expansion of Black participation in the gambling industry.
This objective is addressed extensively in the conditions of licence of all the casino licensees in
the Province. As such, these licensees are bound by their licence conditions to allocate work
to SMME and BEE groups that will equal to a minimum of 30% of all monies spent as development
costs and 30% of all monies spent annually as operational expenditure; to maintain a minimum
of 30% shareholding by BEE Groups in the Casino establishment; and to ensure that each
concessionaire shall have a minimum of 30% shareholding by BEE partners.

The Board declined an application by Goldfields Casino for the reduction of equity shareholding
of its BEE partners from 40% to 25.1% as this would have frustrated the ideal of increasing
participation in this industry by the target group.

The average equity shareholding in new casinos in the Province is currently 32%.

3.0]  SERVICES RENDERED BY THE BOARD AS A PUBLIC ENTITY

The Board is charged with receiving and investigating applications for licences pertaining to
the various sectors of the gambling and betting industries in the Province, considering licence
applications and exercising regulatory authority over the conduct of gambling and betting
operations by all entities and persons licensed by it. As such, the Board renders services to the
Province, the gambling industry and the public, by ensuring —

o[ Through probity investigations, that only appropriate persons, who meet the applicable
criteria, are licensed to participate in the industry;

ol Through ongoing oversight over the licensed industry, that licensed operations take place
in accordance with the prescribed requirements and procedures and operate fairly
towards the public;

o[] Through the imposition of licence conditions, that licence holders comply with the
undertakings made in their bids or other requirements stipulated by the Board and
conduct their activities in a socially responsible manner;

o[ Through ongoing research, that the legal framework within which the Board operates
keeps pace with developments on technological and other levels;

o] Through enforcement of the law, that illegal gambling activities are detected and
prosecuted;

s Through consistent and thorough regulation, that the industry functions in a stable and
credible environment;

o[ Through regular and detailed compliance audits, that any instances of non-compliance
by licence holders are detected and appropriately addressed; and

°[] Through regular and comprehensive financial audits, that taxes due to the provincial
fiscus are accurately calculated and timeously paid.

TARIFFS

The tariffs charged by the Board in respect of its licensing and investigative functions are
regulated by the Act, Regulations and Rules.

The Responsible Member approved proposed changes to gambling levies and taxes. Interested
parties were given an opportunity to comment/object in this regard ftill August 2006.

14



15

4. CAPACITY CONSTRAINTS

For the first quarter of the period under review the effective functioning of the Board was
constrained by the non-appointment of Board Members, as mentioned earlier. The Office of
the responsible Member and the Board have implemented controls to ensure that Board
Members are appointed timeously in future.



5. PERFORMANCE REPORT
PERFORMANCE REPORT FOR THE YEAR ENDED 31 MARCH 2006

STRATEGIC OBJECTIVE 1:

MAXIMISING OF REVENUE

Strategic objective

KPA

KPI

Achievements / Constraints

Maximisation of

Revenue

- Optimise diverse [
gambling
opportunities

Issue remaining
casino licence

Issue casino licence
for Zone 4 (Northern
Free State)
-31/03/2006

The Board made a
decision to start afresh
with the hearing for a
licence in Zone 4 and
commissioned a viability
study. The Board also
awaits the submission by
the applicant of approval
for the re-zoning of the
land in question.

Ensure that all issued
licences are
operational

All issued licences
are operatfional.

Windmill Casino opened
on 30 September 2005.

The Inciticorp applications
for Removal of Premises
and Acquisition of Interest
by Magnolia Ridge
Properties (t/a Peermont
Global) were approved
by the Board on the 21¢
October 2005.

Frontier Inn Hotel and
Casino in Bethlehem s
anticipated to open by
December 2006.

Issue LPM's licences

Issue route operator
licences -31/03/2006

Awaits the approval of the
policies by the MEC. He
did however indicate in
his Budget Speech
2006/2007 that the roll-out
of LPM’'s will be
implemented in the new
financial year.

Maximisation of

Revenue

- Completeness of
revenue due from
licensees

Audit of operators to
ensure the
correctness,
completeness and
fimeous payment of
revenue/levies

Audit 75% of revenue
due to the Board
-31/03/2006

e 75% of Casino levies
audited

e 50% of Bookmakers
levies audited

¢ 100% of certificate of

approval income
audited

e 100% of certificate of
suitability income
audited

¢ 100% of annual licence
renewal fees audited

Ensure effective and
efficient operations of
the Board

Revenue collected
to exceed cost of
collection by 14%

Achieved, revenue
collected exceeded cost
of collection with 20%

16
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STRATEGIC OBJECTIVE 2:

SOCIO-ECONOMIC

Straegic

KPA

KPI

Achievements/Constraints

Socio-economic
development

Promote HDI/PDI/BEE
and SMME
participation

At least 60% of
controllable
procurement by the
Board - 31/03/2006

Achieved: Procurement
by the Board as at
31/03/06 was 63%
towards HDI/BEE and
76% towards PDI.

30% of procurement by
licensees — 31/03/2006

All new licensees
complied with conditfion
for minimum 30% work
adllocated to SMME's.
Compliance with
licence conditions is
subjected to monthly
monitoring.

30% equity ownership by
BEE consortiums -
31/03/2006

¢ [All Casino licensees
has participation of at
least 30% BEE in
shareholding of
licences issued.

¢ The Board did not
approve an
application by
Goldfields Casino to
reduce the BEE
shareholding from 40%
to 25.1%.

Facilitate promotion
of community
projects by casino
licensees

1.5% profit after tax with
a minimum of a R150,000
per annum

Minimum requirements
for contribution to and
participation in
community projects are
contained in licence
conditions of all casino
licensees and are
complied with.

All new Casino licensees
are required to make a
once-off contribution of
R1million towards
community
development projects
and thereafter annually
an amount of between
R150 000 and R250 000
(depending on the size
of the establishment) or
1.5% of profit —
whichever is the greater.

All casino licensees have
established Trusts with
participation of Local
Communities to invest in
community projects as
per communities’
priorities.




STRATEGIC OBJECTIVE 3: TO ADHERE AND ACT ACCORDING TO ALL RELEVANT STATUTORY
PROVISIONS AND PRINCIPLES

Strategic objective

KPA

KPI

Achievements/Constraints

To adhere and act
according to all
relevant statutory
provisions and
principles

Implemen’ro’rion and
review of controls to
ensure compliance

100% compliance to
applicable legislation

1 Compliance Grids on

all applicable
legislation have been
developed and
implemented.

¢ Procedure manuals

for probity
investigation process
and auditing of levies
in operational
Departments have
been developed
and implemented.

¢ Review of audit

processes and
procedures were
done by managers
of divisions; assessed
by infernal auditors
and found to be
satisfactory.
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STRATEGIC OBJECTIVE 4: REGULATION OF THE INDUSTRY

Strategic objective

KPA

KPI

Achievements/Constraints

Regulation of the
industry

Ensure compliance by
licensees and
applicants with
gambling legislation
and licence
conditions

*[1Quarterly
Compliance audits
on all casino
licensees, totalisators
and Bookmakers.

* [1Monthly monitoring of
casino licensees to
ensure compliance
with licence
conditions.

e [1Probity Investigation
of all applications
submitted to the
Board for :

o Certificates of
Approval

o Certificates of
Suitability

o Acquisitions of
interest

o Bookmakers and
Totes; etc.

*[163 compliance
inspections in casinos
were conducted
during review period;

*[1100% verification of
jackpots over (]

R50 000.

Combating of illegal
gambling

*1100% of all reported
ilegal gambling
equipment
confiscated and
prosecution instituted
against perpetrators;

*1100% successful
prosecution of
perpetrators;

*[1100% of forfeited
ilegal gambling
equipment for
reporting period was
destroyed.

Stakeholder protec-
fion. Ensure operators
promote responsible
gambling

100% of disputes referred
to the Board were
investigated within 30
days

Ensure suitability of
licence applicants
Assist in the
development of
gambling policy and
legislation

All operators are
required by licence
conditions to contribute
fo organisations like
NRGP or similar
institutions.




STRATEGIC OBJECTIVE 4: REGULATION OF THE INDUSTRY

Strategic objective

KPA

KPI

Achievements/Constraints

Additional Minimum
requirements for
Promotion of
Responsible Gambling
are incorporated in all
licence conditions.
Compliance ensured
through compliance
audits and monitoring
processes.

Ensure suitability of
licence applicants

Probity on all new
applications

Probity Investigations
were conducted on all
applications submitted
to the Board as
mentioned above.

Assist in the
development of
gambling policy and
legislation

Amendment of the
legislative instruments

*[1The Amendment of
the Act to align it with
National Act as well
as other necessary
changes was
finalized. The Bill is
currently with MEC for
approval.

*[JAmendments to the
Regulations on levies
and fees were
finalized and
presented to the
MEC for his approval.
The public comment
process will be
finalised in due
course.

*JAmendments to
Horseracing Rules
came into operation
on 15 December
2005.
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STRATEGIC OBJECTIVE 5: PROMOTE AND IMPROVE IMAGE OF THE BOARD

Strategic

KPA

KPI

Achievements/Constraints

Promote and improve

the image of the
Board

Create awareness
among all stakeholders

Quarterly
awareness
campaign/s —
31/03/2006

e Media Relations
and Responsible
Gambling
Committee
established which
will oversee the
media relations
and
enhancement of
image of the
Board.

e Development of
Board's Website
in final stages
and due for
publication early
in the new
financial year.

Foster and cultivate a
professional relationship

and trust with
stakeholders

Positive
continuous
interaction and
exchange of
information with
stakeholders

Information provided to
all stakeholders as and
when required — Board
committed to being
openand transparent.
No complaints received
indicating that
inferaction or exchange
of information is not
satisfactory.

Project professional
image by staff and Board

Zero number of
reported
complaints

All enquiries from public
are responded to within
14 days. Zero complaints
on handling of enquiries
received.

STRATEGIC OBJECTIVE 6: HUMAN RESOURCE MANAGEMENT AND DEVELOPMENT

Strategic objective KPA KPI Achievements/Constraints

To address at least the
most critical
development areas as
identified during the
human resource audit

Human resource
management and
development

Training and
development

A Development Plan
was completed for each
employee of the Board
and suitable training
identified in accordance
therewith. See table on
fraining and
development under HR
Report.

Performance Implementation of A Performance

management system performance Management System
management system | was developed and
—31/05/2005 approved, for

implementation with
effect from 1 April 2006




6. EVENTS AFTER THE REPORTING DATE

The Responsible Member terminated the employment of the suspended CEO, Mr CJ Moeko,
on the 28th of April 2006, after receiving the judgment and recommendations by the presiding
officer in the disciplinary hearing. It is envisaged that the MEC, in consultation with the Board,
will commence shortly with the process for the appointment of a new CEO.

Instructions were given to the State Attorney for the recovery of monies owed by Mr Moeko to
the Board.

B. CORPORATE GOVERNANCE

The Free State Gambling and Racing Board and management recognize the need to conduct
the business of the Board with integrity and in accordance with sound corporate governance
practices and are therefore dedicated to the principles of openness, fairness, integrity and
accountability.

Processes and practices are reviewed and revised on an ongoing basis to ensure compliance
with good corporate governance.

EXECUTIVE MANAGEMENT

The Management Committee is chaired by the Chief Executive Officer and comprises of the
managers from the five (5) departments within the Board, namely, Finance and Administration,
Legal Services and Secretariat, Law Enforcement, Horseracing and Betting, and Compliance
and Investigations.[]

The Management Committee is entrusted with inter alia the following responsibilities: (]
o Ensuring that the objectives of the Board are achieved, as planned.!

o] Implementing decisions of the Board and ensuring compliance with all legislative
requirements relevant to the Board.

o[ Reporting to the Board and its related Committees on performance and providing [
the Board with the necessary advice on an ongoing basis.

BOARD COMMITTEES

The Board has put in place Committees to assist it in the discharge of its duties and ensure
continuity through a spread of workload.

All of the Board Committees are chaired by a non-executive member and the majority of its
members are non-executive.

FINANCE AND IT COMMITTEE

This Committee oversees issues that are finance and IT related. Its functions include the review
of the budget process and recommendation of the annual budget for approval by the Board,
the review of and recommendation of the Annual Financial Statements for approval by the
Board and to advise the Board on all matters with financial implications. The Committee is
therefore tasked with ensuring that appropriate internal controls are implemented and that the
PFMA and Treasury Regulations are complied with.
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HUMAN RESOURCE AND REMUNERATION COMMITTEE

This Committee is responsible for the reviewing of staff policies and procedures and ensuring
that they are in compliance with the relevant labour laws; also to monitor the appointment of
staff and to review and conftrol personnel costs.

OPERATIONS COMMITTEE

This Committee is responsible for ensuring that licensees adhere to licence conditions and their
bid commitments.

The Committee is further responsible for policy formulation in respect of the licensees as well
as advising the Board on licence applications and the amendment of licences.

HORSE RACING COMMITTEE

This Committee is responsible for recommending policy changes regarding horseracing, betting
and LPM'’s to the Board, as well as to make recommendations on applications for Bookmaker,
Tote and Racecourse licences and amendments to licences.

AUDIT COMMITTEE
The Audit Committee is constituted in accordance with the requirements of the PFMA.

The Audit Committee has adopted appropriate formal Terms of Reference, which have been
approved by the Board and are encapsulated in the Audit Committee Charter. The Audit
Committee’s report appears on page 4 of the report.

MEDIA RELATIONS AND RESPONSIBLE GAMBLING COMMITTEE

This Committee is responsible for the formulation of policies regarding the Board's media relations
and the promotion and implementation of responsible gambling strategies in the Province.

RISK MANAGEMENT

The Board is responsible for the implementation and maintenance of effective, efficient and
tfransparent systems of risk management and internal control. Together with management, it
has established an internal control system to manage significant risk. The risk management
system is reviewed on an ongoing basis to ensure its effectiveness.

INTERNAL AUDIT FUNCTION

The internal audit function operates in terms of a written Terms of Reference and is under the
confrol and direction of the Audit Committee to which it reports at all meetings.

The internal audit function provides an independent and objective evaluation of the Board's
risk management processes, internal controls and governance processes. Audit plans are risk
based and updated on an annual basis bearing in mind the outcome of risk assessment reviews
to ensure that areas of high risk are covered.

SUPPLY CHAIN MANAGEMENT SYSTEM

The Board remains committed to the procurement of all goods and services in accordance
with its approved Supply Chain Management System (SCMS). The SCMS was developed in
conformity with the regulations made by the National Treasury in terms of the PFMA.



MATERIALITY AND SIGNIFICANT FRAMEWORK

Treasury Regulation 28.1.5 requires that the Accounting Authority should develop and agree
to a framework of acceptable levels of materiality and significance with the relevant Executive
Authority in consultation with the external auditors. In accordance therewith, this framework
has been considered from two main perspectives, which is quantitative and qualitative aspects.

The Board, for the period under review, has set the materiality amount at R175 000, after taking
into consideration the business and inherent risk of its operations as well as legislative requirements.

Material facts of a quantitative nature must be disclosed if any fact discovered exceeds the
materiality figure of R175 000. All losses of a quantitative nature in respect of criminal conduct
or that arose through irregular, fruitless and wasteful expenditure have to be reported on and
disclosed in the Annual Report and Financial Statements.

The qualitative aspects that require disclosure include the following:

o] Where disclosure of the event or item is required by law;

o[ Where the fact discovered could influence the decisions of the Executive Authority or [
Legislature;

o[ Commencement or cessation of a significant business activity; and

o[ Any identified loss through criminal conduct.

NOTE OF APPRECIATION

The management of the Board wishes to express its appreciation to all parties who participated
in its activities and assisted it in the year under review, and particularly the following:

*1 The Chairperson and members of the Board;

*1 The Responsible Member;

*1 The Head of Department and staff of the Department [
for Tourism, Environmental and Economic Affairs in [
the Province;

*[1 The Executive Council of the Free State Provincial [
Government, and in particular the Economic, [
Employment and Investment Cluster.

*[1 All applicants for licences and licensees;

°[1 The staff of the Board for their dedication and [
commitment;

*] The National and Provincial Gambling Boards;

*1 The South African Police Services; and

e[ Service providers of the Board.

==

(-

L.T. MOTSOASELE
ACTING CHIEF EXECUTIVE OFFICER

31 May 2006
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OFFICE OF THE CEO AND INFORMATION TECHNOLOGY

J. Makhubela - Personal Assistant: CEO
L.T. Motsoaoele - Acting CEO
M. TIhabang - IT Officer

RACING AND BETTING

T. Mabilo (Racing and Betting Officer), M.E. Ratsomo (Manager: Racing and Betting)



FINANCE AND ADMINISTRATION

Front row from left: M. Mona (Receptionist), T. van Eck (SCM Officer),
T Mogapi (Administration Officer), S. Nzule (General Assistant)
T.P. Matshaba(Accountant), S Coetzee (HR Officer), A Leoatle (Messenger), D. Chomane
(Revenue Officer)

Compliance and Investigations

Front row from left: D. Dlulane (Compliance and Investigations Auditor), L.T. Motsoaoele (Manager
Compliance and Investigations), B.P Ndhlovu (Investigator / Compliance Auditor)
Back Row from left: J. Mogopodi (Compliance and Investigations Auditor), M. Sebeela 26
(Compliance and Investigations Auditor)



LEGAL SERVICES AND SECRETARIAT

From left: Y. Nkete (Personal Assistant), J. Montshioa (Legal Assistant), E. Rautenbach (Manager:
Legal Services & Secretariat)

LAW ENFORCEMENT DIVISION

Front row from left: M. Sebiloane (Administration Officer), M van Wyk (Inspector),
R. Malefane (Inspector)
27 Back row from left: Z. Namane (Inspector), R. Wiggett (Manager: Law Enforcement),
B. Tollie (Inspector)



REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE LEGISLATURE ON THE FINANCIAL
STATEMENTS OF THE
FREE STATE GAMBLING AND RACING BOARD
FOR THE YEAR ENDED 31 MARCH 2006

1.0 AUDIT ASSIGNMENT

The financial statements as set out on pages 31 to 48, for the year ended 31 March 2006, have
been audited in terms of section 188 of the Constitution of the Republic of South Africa, 1996,
read with sections 4 and 20 of the Public Audit Act, 2004 (Act No. 25 of 2004) and section 14(2)
of the Free State Gambling and Racing Act, 1996 (Act No. 6 of 1996). These financial statements
are the responsibility of the accounting officer. My responsibility is to express an opinion on these
financial statements, based on the audit.

2.1 SCOPE

The audit was conducted in accordance with the International Standards on Auditing read
with General Notice 544 of 2006, issued in Government Gazette no. 28723 of 10 April 2006 and
General Notice 808 of 2006, issued in Government Gazette no. 28954 of 23 June 2006. Those
standards require that | plan and perform the audit to obtain reasonable assurance that the
financial statements are free of material misstatement.

An audit includes:

o] examining, on a test basis, evidence supporting the amounts and disclosures in the (1
financial statements

o[ assessing the accounting principles used and significant estimates made by management

o[ evaluating the overall financial statement presentation.

| believe that the audit provides a reasonable basis for my opinion.
3.0 BASIS OF ACCOUNTING

The entity's policy is to prepare financial statements on the basis of accounting determined by
the National Treasury, as described in note 1 of the accounting policies in the financial statements.

4.11 AUDIT OPINION

In my opinion, the financial statements present fairly, in all material respects, the financial position
of the Free State Gambling and Racing Board (board) at 31 March 2006 and the results of its
operations and its cash flows for the year then ended, in accordance with the basis of accounting
determined by the National Treasury of South Africa, as described in note 1 of the accounting
policies in the financial statements, and in the manner required by Public Finance Management
Act, 1999 (Act No. 1 of 1999).

5.1  EMPHASIS OF MATTER

Without qualifying the audit opinion, attention is drawn to the following matters:
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5.1 Financial management and internal control
(a)l] Computer environment

The audit of the computer environment revealed the following internal control weaknesses
relating to the information fechnology system:

()1 The board did not have a formal IT strategic or master plan in place.
(i)t The password disciplines for the different applications were not adequate.
(iii)i0 Backups of the different applications were not stored off site during the financial year.

These matters were the result of a lack of appropriately documented and approved policy and
procedure framework for the computer environment.

(b)L Fixed assets

()0 According to paragraph 51 of the South African Statement of Generally Accounting
Practice, IAS 16, the useful as well as the residual value of an asset must be reviewed at least
at each financial year-end. If expectations differ from previous estimates, the changes must
be accounted for as a change in an accounting estimate in accordance with Generally
Recognised Accounting Practice GRAP 3 which stipulates that changes in accounting estimates
and errors according to the accounting policy must be disclosed in the financial statements.

During the audit several assets were found that were carried with a zero rand value, which
indicated that the entity did not review the useful lives and the residual values of all assets at
the financial year-end.

(i)c1  Interms of paragraph 43 of the South African Statement of Generally Accounting Practice,
IAS 16: Property, Plant and Equipment each part of an item of property, plant and equipment
with a cost that is significant in relation to the total cost of the item shall be depreciated
separately. Evidence that the board evaluated the fixed assets to determine whether a part
of an item of property, plant and equipment is significant in relation to the total cost of the item
could not be obtained.

(c) [ Fruitless and wasteful expenditure

The chief executive officer was suspended from service with full salary during January 2003
pending the finalisation of a disciplinary investigation. Although it was indicated in resolution
73/2005 of the Provincial Public Accounts Committee that the disciplinary action against the
chief executive officer should be expedited to limit the fruitless and wasteful expenditure, the
matter was only finalised when the chief executive officer's services were terminated on
28 April 2006. The salaries and allowances paid to the chief executive officer during the financial
year amounted to R872 990. The total salaries and allowances paid to the accounting officer
since he was suspended amounted to R2 677 554, which was considered to be fruitless and
wasteful expenditure.

(d) Fair value of accounts receivable and accounts payable

Paragraph 18 of the South African Statement of Generally Accounting Practice, 1AS 2: —
Inventories, addresses deferred settlement terms and states that when the arrangement
effectively contains a financing element, that element must be recognised as interest over the
period of the financing. It also provides an example of a financing element — where there is a
difference between the purchase price for normal credit terms and the amount paid. When
the receivable is raised the South African Statement of Generally Accounting Practice, IAS 39



Financial Instruments: Recognition & measurement (AC 133) requires that the receivable be
initially recognised at its fair value and this would take into account the effect of the time value
of money. The revenue on the fransaction would be recorded at an equivalent amount.

Similarly, for entities that purchase goods on extended payment terms, the South African
Statement of Generally Accounting Practice, IAS 39 Financial instruments: Recognition &
Measurement (AC 133) applies to the payable that arises. In such cases, the effect of the time
value of money should be reflected in the purchase where this is material, i.e. one must record
the purchase of inventory (and the recognition of the payable) at the present value of the
future cash flows and accrue an interest expense until the date of payment.

It was not clear from the financial statements or the accounting working papers whether
receivables and payables were accounted for in the aforementioned manner.

(e)l! Leases

In tferms of the South African Statement of Generally Accounting Practice, IAS 17 leases any of

the following situations individually or combined would normally lead to a lease being classified

as a finance lease:

a)ll  The lease transfers ownership of the asset to the lessee by the end of the lease term.

b)1  The leassee has the option to purchase the asset at a price that is expected to be
sufficiently lower than the fair value at the date on which the option becomes exercisable
for it to be reasonably certain, at inception of the lease, that the option will be exercised.

c)ll  The lease term is for the major part of the economic life of the asset even if title is not
transferred.

d)ll  Atfinception of the lease the present value of the minimum lease payments amounts to
at least all the fair value of the leased asset.

e)ll The leased assets are of such a specialised nature that only the lessee can use them
without major modifications.

Supporting documentation could not be submitted that the items disclosed as operating leases
were in fact operating leases as it seemed that it should have been disclosed as finance leases
according to the definition of a finance lease.

5.2[1 Non-compliance with laws and regulations

Evidence could not be submitted that the audit committee reviewed the Free State Gambling
and Racing Board's compliance with all applicable laws, rules and regulations for the year
under review. Treasury Regulation 27.1.8(f) indicates that the entity's compliance with legal and
regulatory provisions must be reviewed by the audit committee.

6.0  APPRECIATION

The assistance rendered by the staff of the Free State Gambling and Racing Board during the
audit is sincerely appreciated.

.“‘s
WL /u?l/l *s:
e
B J K van Niekerk for Auditor-General Q

Bloemfontein AUDITOR-GENTETRAL
31 July 2006
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FREE STATE GAMBLING AND RACING BOARD

STATEMENT OF FINANCIAL POSITION 2005/06 2004/05
AS AT 31 MARCH 2004 Notes R'000 R'000
ASSETS
Current Assets
Loans 1. 97 139
Inventories 2. 8 5
Receivables 3. 732 390
Cash and cash equivalents 4. 11,565 11,336
12,402 11,870
Non-current assets
Property, plant and equipment d. 811 921
811 921
Total assets 13,213 12,791
LIABILITIES
Current liabilities
Payables 6. 2,279 2,326
Funds received in advance 7. 595 538
Provisions 8. 603 351
Total liabilities 3,477 3,215
Net assets 9,736 9,576
NET ASSETS
Accumulated surplus 9. 1,236 9,576
General reserve 9. 8,500 -
Total net assets 9,736 9,576




FREE STATE GAMBLING AND RACING BOARD

STATEMENT OF FINANCIAL PERFORMANCE 2005/06 2004/05
FOR THE YEAR ENDED 31 MARCH 2006 Notes R'000 R'000
Revenue
Transfers and subsidies received 10. 12,482 12,915
Otherincome 11. 569 413
Total revenue 13,051 13,328
Expenses
Administrative expenses 12. 1,595 1,318
Staff costs 13. 8,760 6,589
Financial fransaction in asset and liabilities 14, 13 34
Ofther operational expenses 15. 2,239 1,676
Depreciation 16. 284 570
Total expenses 12,891 10,187
Gains on sale of property, plant and equipment - 2
Net surplus for the year 160 3,143
Aftributable to:
Net assets holder of the controlling entity 160 3,143
FREE STATE GAMBLING AND RACING BOARD
STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 31 MARCH 2006
Accumulated General Total
Surplus Reserve
R'000 R'000 R'000
Balance at 1 April 2004 6,433 - 6,433
Net surplus for the year 3,143 - 3,143
As previously stated 3,259 - 3,259
Change in accounting policy 17. (116) - (116)
Balance at 1 April 2005 9,576 - 9,576
Transfer to general reserve (8,500) 8,500 -
Net surplus for the year 160 - 160
Balance at 31 March 2006 1,236 8,500 9,736
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FREE STATE GAMBLING AND RACING BOARD

CASH FLOW STATEMENT 2005/06 2004/05
FOR THE YEAR ENDED 31 MARCH 2006 Notes R'000 R'000
CASH FLOWS FROM OPERATING ACTIVITIES
Receipfs
Granfs 12,482 12,915
Interest received from call-account 551 397
Ofther receipfs 280 596
Payments
Employee cost (8,760) (6,589)
Suppliers (3,847) (3,028)
Other payments (303) (34)
Net cash flows from operating activities 18. 403 4,257
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of property , plant and equipment - 2
Purchases of property, plant and equipment (174) (528)
Net cash flows from investing activities (174) (526)
Net increase/(decrease) in cash and cash equivalents 229 3,731
Cash and cash equivalents at the beginning of the year 11,336 7,605
Cash and cash equivalents at end of the year 11,565 11,336




FREE STATE GAMBLING AND RACING BOARD

ACCOUNTING POLICIES
FOR THE YEAR ENDED 31 MARCH 2006

1.

(ii)
(i)

(iv)

Basis of preparation

The Financial Statements have been prepared in accordance with the South African Statements of Generally
Accepted Accounting Practices (GAAP) including any interpretations of such Statements issued by the
Accounting Practice Board, with the prescribed Standards of Generally Recognised Accounting Practices
(GRAP) issued by the Accounting Standards Board replacing the equivalent GAAP Statements as follows:

Standard of GRAP Replaced Statement of GAAP

GRAP 1: Presentation of financial statement AC101: Presentation of Financial Statements
GRAP 2: Cash flow statements AC118: Cash flow statements

GRAP 3: Accounting policies, changes in AC103: Accounting policies, changes in
accounting estimates and errors accounting estimates and errors

The recognition and measurement principles in the above GRAP and GAAP Statements do not differ or result in
material differences in items presented and disclosed in the financial statements.The implementation of GRAPT,
2 & 3 has resulted in the following significant changes in the presentation of the financial statements:

Terminology differences:

Standard of GRAP Replaced Statement of GAAP
Statement of financial performance Income statement

Statement of financial position Balance Sheet

Statement of changes in net assets Statement of changes in equity
Net assets Equity

Surplus / deficit for the period Profit / Loss for the period
Accumulated surplus / deficit Retained earnings
Conftributions from owners Share capital

Distributions to owners Dividends

Reporting date Balance sheet date

The cash flow statement can only be prepared in accordance with the direct method
Specific information such as:
(a) receivables from non-exchange transactions, including taxes and transfers;
(b) taxes and transfers payable;
(c) trade and other payables from non-exchange transactions;
must be presented separately on the statement of financial position
The amount and nature of any restrictions on cash balances is required to be disclosed.

Paragraph 11 - 15 of GRAP 1 has not been implemented as the budget reporting standard is in the process of
being developed by the internation and local standard setters. Although the inclusion of budget information
would enhance the usefullness of the financial statemetns, non-disclosure will not affect fair presentation.

Currency
These Financial Statements are presented in South African Rand since that is the currency in which the entity's
fransactions are denominated.

Revenue recognition
Revenue is recognised when it is probable that future economic benefits will flow fo the organisation and these
benefits can be measured reliably.

Interest income is accrued on a time proportion basis, taking info account the capital outstanding and the
effective interest rate over the period to maturity. Interest accrued on investment/call-accounts of the
government grant needs to be returned to the Executive Authority in terms of the fransfer agreement between
the Board and Executive Authority.

Iregular and fruitless and wasteful expenditure.

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

* The PFMA, or

* Any provincial legislation providing for procurement procedures in the Provincial Government.
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Fruitless and wasteful expenditure means expenditure that was made in vain and could have been avoided
had reasonable care been exercised.

All irregular and fruitless and wasteful expenditure is charged against income, under the relevant expenditure
as irregular, fruitless and wasteful expenditure, in the period in which they are incurred. The nature, cause and
financial amounts are disclosed in the notes to the financial statement.

Retirement benefit costs
The entity operates a defined contribution plan, the assets of which are held in separate trustee-administered
funds. The plan is funded by payments from the entity and employees.

Payments to defined contribution retirement benefit plans are charged to the income statement in the year to
which they relate.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation.

Depreciation is charged so as to write off the cost, other than land and property under constfruction, over their
estimated useful lives, using the straight-line method, on the following basis:

Plant and equipment 20% - 25%
Vehicles 16% - 20%
Computer Equipment and Other 33%
Furniture and Fittings 10%
Other 25% - 50%
Inventories

Inventories, are stated at the lower of cost or net realisable value. Net realisable value represents the estimated
price in the ordinary course of business.

The cost is determined on the following bases:
Stationery, cartridges and promotional items are recorded at average cost.

Trade receivables

Trade Receivables are stated at their fair value, reduced with appropriate allowances for estimated
irecoverable amounts.

Investments
All investments are initially recognised at fair value with the inclusive of tfransaction costs where applicable.

Trade payables
Payables are stated at their fair value.

Provisions
Provisions are recognised when the entity has a present obligation as a result of a past event and it is probable
that this will result in an outflow of economic benefits that can be estimated reliably.

Government grants

Government grants are recognised when there is a reasonable assurance that the entity will comply with the
conditions of the transfer agreement and the grant will be received. Any excess portion of the grant should be
returned to the Executive Authority as prescribed by the fransfer agreement.

Comparative figures

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

Cash and cash equivalents

Investment includes a selection of counter-parties through credit risk analyses, an establishment of investment
limits per institution and investment instrument and the monitoring of investments against limits. The policy
contains the reassessment of investment policies on a regular basis, counter-party credit risk based on credit
ratings and the assessment of investment instruments based on liquidity requirements.




Financial instruments

Recognition

Financial assets and financial liabilities are recognised on the entity's financial position when the entity becomes
a party to the contractual provisions of the instrument.

Measurement
Financial instruments are initially measured at fair, which includes tfransaction costs, where applicable.
Subsequent to initial recognition these instruments are measured as set out below:

a) Financial assets
The entity's principle financial assets are loans, receivables and cash and cash equivalents.

Receivables and short term loans
Receivables and short term loans are stated at their fair value as reduced by appropriate allowances for
estimated irrecoverable amounts.

Cost and amortised cost are inclusive of any impairment loss recognised to reflect irecoverable amounts. The
financial assets are subject to review for impairment at each financial position date.

b) Equity instruments
Equity instruments are recorded atf the proceeds received, net of direct issue costs.

c) Financial liabilities

The entity's principle financial liabilities are payables.

All financial liabilities are measured at amortised cost, comprising original debt less capital payments and
amortisations, except for financial liabilities held-for-trading and derivative liabilities, which are subsequently
measured at fair value.

e Borrowings

In terms of section 66(3)(c) of the Public Finance Management Act, 1999, a Public Entity may only through
the Minister of Finance borrow money or, in the case of the issue of a guarantee, indemnity or security, only
through the Minister of Labour, acting with the concurrence of the Minister of Finance. In terms of section
32.1.1 of the Treasury Regulations Public Entities may borrow money for bridging purposes with the approval
of the Minister of Finance, subject to certain conditions. Interest-bearing bank loans and overdrafts are
recorded at the amount of proceeds received, net of direct issue costs. Finance charges, including
premiums payable on settlement or redemption, are accounted for on an accrual basis and are added to
the carrying amount of the instrument fo the extent that they are not setftled in the period in which they
arise.

e Payables
Payables are stated at their fair value.

Events after Financial Position date
Management contfinuously review events which might have an adjusted or non-adjusted effect on the financial
statement. Significant events will be disclosed in the Financial Statements.

Operating leases
Operating leases are recognised as an expenses on a straight-line basis over the lease term unless another
systematic basis is more representative of the time pattern of the user's benefit.

Impairment of assets

Impairment of assets are evaluated against the following indicators:

During the period, an asset's market value has declined significantly that would be expected as a result of the
passage of time or normal use.

Significant changes with an adverse affect on the entity in the technology, market, economic or legal
environment in which the Board operate.

Evidence that it is obsolete or damages beyond repair.

Such evaluation will be conducted at the end of the reporting date only if the above indicators are present.

Changes in accounting estimates, policies and errors

e Accounting estimates Prospective application
* Accounting policies Retrospective application
e FErrors Retrospective restatement
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FREE STATE GAMBLING AND RACING BOARD

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2006

1.

Notes

Loans

Current loans
Staff loans
Study loans

Total

Inventories

Stationery, promotional items and cartridges

Inventories are valued at the lowest of cost or net realised
value.

Receivables

Trade receivables
Less: Provision for impairment of trade receivables

Deposits

Value added tax

Prepaid expenses

Total

The Board considers that the carrying amount of receivables
approximate their fair value.

Cash and cash equivalents

Cash on hand and balances with banks
As required in section 7(2) and 7(3) of the Public Finance

Management Act, the National Treasury has approved local banks

where the bank accounts are held.

2005/06 2004/05
R'000 R'000
14 23
83 116
97 139
8 5
8 5
731 312
(46) (34)
685 278
5 6
- 106
42 -
732 390
11,565 11,336
11,565 11,336
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FREE STATE GAMBLING AND RACING BOARD

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2006

Notes 2005/06 2004/05
R'000 R'000
6. Payables
Creditors 603 825
Control accounts 12 -
Funds fo be surrendered 26. 1,476 1,385
Free State Department of Tourism, Environmental 38 -
and Economic Affairs
Deferred expense 150 116
Total 2,279 2,326
The Board considers that the carrying amount of payables
approximate their fair value.
7. Fundsreceived in advance
License fees 595 538
Total 595 538
License fees invoiced three months before the start of the new
financial year and payable before/on 1 April of each year.
8. Provisions
Leave provision
Opening balance 351 381
Utilisation of provisions during the year (7) (15)
Provisions made during the year 259 (15)
Closing balance 603 351
Accumulated General
9. Accumulate surplus an general reserves Surplus Reserve Total
R'000 R'000 R'000
Balance at 1 April 2004 6,433 6,433
As restated 3,143 3,143
Net surplus for the year 3,259 3,259
Change in accounting policy (116) (116)
Balance at 1 April 2005 9,576 - 9.576
Transfer to general reserve (8,500) 8,500 -
Net surplus for the year 160 - 160
Balance as at 31 March 2006 1,236 8,500 9.736

The general reserve has been created during the financial year for
the purpose of procurement of capital assets.




NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2006

10. Transfers and subsidies received

Free State Department of Tourism, Environmental
and Economic Affairs
Total

11. Otherincome

Income from call-account

Otherincome
Administration levy raised on Phumelela
Sundry

Total

12. Administrative expenses

General and administrative expenses
Auditor's remuneration

Travel and subsistence

Total

13. Staff costs

Director's emoluments
Wages and salaries
Basic salaries
Performance awards
Temporary staff
Leave payments
Defined Pension contribution plan expense

Social confributions (employer's contributions)
Medical aid
Unemployment insurance fund

Total

14. Financial transaction in assets and liabilities

Impairment of receivables
Total

15. Other operational expenses

Staff fraining and development

Consultants, contractors and special services
Legal fees

Maintenance, repairs and running costs
Enterfainment expense

Other

Total

Notes

27.1
27.2
27.3

23.

28.1
28.2
28.3
28.4
28.5
28.6

2005/06 2004/05
R'000
12,482 12,915
12,482 12,915
551 397
18 16
12 12
6 4
569 413
646 606
520 341
429 351
1,595 1,318
4,237 3,175
2,983 2,797
263 161
7 5
259 (15)
706 301
275 148
30 17
8,760 6,589
13 34
13 34
290 114
461 219
226 223
87 58
55 23
1,120 1,039
2,239 1,676
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NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2006

20.

21.

2005/06 2004/05
Notes R'000 R'000
Depreciation
Plant and equipment 44 45
Vehicles 1 69
Charge during the year 67 -
Change in accounting estimate 33. (66) -
Computer equipment 175 398
Furniture and fittings 64 58
Total 284 570
Gross Taxation Effect Net
Change in accounting policy R'000 R'000 R'000
2004/2005
Rental building (114) (114)

Change in accounting policy relates to the interpretation of IAS17 and subsequent circular 7 of 2005 issue by
SAICA regarding the correct freatment of operating leases. The above is the restatement of previous figures

of a new lease contract signed for a period of 5 years with a fixed escalation of 8% per year.

Reconciliation of net cash flows from operating activities to surplus/(deficit)

Surplus for the year 160 3,143
Non-cash movements
Depreciation 284 570
Increase/(decrease) in provision of doubtful debts (1) 34
Increase in payables 10 407
Increase/(decrease) in provision relating to employee cost 252 (30)
Gains on sales of property, plant and equipment - (2)
Decrease/(increase) in other current assets 104 (297)
Decrease/(increase) in receivables (404) 432
Net cash flows from operating activities 403 4,257
Income from call-account
Interest received 551 397
Total 591 397
Taxation

The Board is exempt from taxation in terms of Section 10(1)(cA) of
the Income Tax Act.

Retirement benefit obligations

The entity operates a defined contribution retirement plan for all employees. The assets are held in funds
under the control of trustees, separately from those of the entity and administered by Sanlam. The cost of
short term employee benefits is expensed in the income statement in the corresponding period.




NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2006

22. Related party transactions

The following related party fransactions occurred during the financial year:

22.1. Transfers and subsidies received

Free State Department of Tourism, Environmental and Economic

Affairs

22.2.Funds collected in terms of the Free State Gambling and Racing

Act, Act no. 6 of 1996
Acquisition of financial interest
Annual license fees

Casino levies

Certification process for opening of casino
Employee registration

Forfeits

Horseracing levies

Penalties

Probity fees

Request for proposals

Transfer of license
Total

23. Director's emoluments
23.1. Non-Executive Directors (Board Members)

JS Mokoka (Previous Chairperson)
- Fees for services
DF Strauss
- Fees for services
MR Hlangu
- Fees for services
MJ Sehume (Chairperson)
- Fees for services
JM Tladi
- Fees for services
JL Hattingh
- Fees for services
MG Qabathe
- Fees for services
M Molefi
- Fees for services

Total

2005/06 2004/05
R'000 R'000

12,482 12915
- 12
610 801
10,620 7.970
160 -
87 71
6 178
4,946 4,815
9 2
1 61
6 4
- 200
16,445 14,114
- 63
69 45
171 62
163 -
222 -
108 -
46 -
51 -
830 170
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NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2006

23.2. Audit Committee

MC Koorts (Chairperson)
- Fees for services

VF Ramela
- Fees for services

S Fouchee
- Fees for services

Total
23.3. Executive Managers

Chief Executive Officer
- Salary
- Pension confributions
- Other benefits

Manager: Finance & Administration
- Salary
- Bonuses and performance payments
- Pension contributions
- Other benefits

Manager: Legal Services and Secretariat
- Salary
- Bonuses and performance payments
- Pension contributions
- Other benefits

Manager: Compliance & Investigations
- Salary
- Bonuses and performance payments
- Pension contributions
- Other benefits

Manager: Horseracing & Betting
- Salary
- Bonuses and performance payments
- Pension contributions
- Other benefits

Manager: Law Enforcement
- Salary
- Bonuses and performance payments
- Pension contributions
- Other benefits

Total

Total

2005/06 2004/05
R'000 R'000

12 11
- 5
8 5
20 21
873 816
736 687
91 85
46 44
459 378
359 306
37 22
44 37
19 13
479 409
395 340
37 28
46 40
| |
579 531
458 421
40 36
56 52
25 22
588 516
467 429
65 36
55 50
| |
409 334
312 259
33 17
39 33
25 25
3,387 2,984
4,237 3,175

An amount of R 261,434 (2005: R 291,264) was paid to the Manager: Horseracing and Betting as CEO acting
allowance for the period 1 March 2005 to 31 January 2006. This amount is not included in the above.

An amount of R 49,864 (2005: R Nil) was paid to the Manager: Compliance and Investigation as CEO acting
allowance for the period 1 February 2006 to 31 March 2006. This amount is not included in the above.




NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2006

24,

241

242

25.

25.1

25.2

253

2005/06 2004/05
R'000 R'000

Unauthorised, fruitless wasteful and irregular expenditure
Iregular expenditure
Opening balance - 123
Transferred to receivables and/or collected - (123)
Total - -
Fruitless and wasteful expenditure 873 816

During the financial year, the Board incurred the expense of salary for the suspended CEQO in the amount of
R872,990 (2005: R 815,828). The CEO who was appointed by the Responsible Member of the Executive Council
for the Department of Tourism, Environmental and Economic Affairs in terms of Section 10(1)(a) of the Free
State Gambling and Racing Act, Act 6 of 1996, was suspended by the Responsible Member of the Executive
Council and, as such, the disciplinary action against the suspended CEO was instituted by the MEC (with the
intermediation of the Office of the State Atforney). The Board did not have control over the delays in the
finalisation of the disciplinary enquiry and on various occuasions, both verbally and in writing, raise ifs
concerns with the delays with the MEC. Subsequent fo the financial year-end, the MEC terminated the
services of the CEO on 28 April 2006 following the conclusion of the disciplinary enquiry.

The above amounts were funded from grants received and charged against the staff cost.

Financial instruments

Credit risk

Credit risk with respect to trade receivables are generally low as licensees must pay within 30 days. Penalties

as prescribed by the Free State Gambling and Racing Act are levied in instances of non or late payments.

Accordingly, the entity does not consider there to be any significant concentration of credit risk, which has

not been adequately provided for. Trade receivables are presented net of allowance for impairment.
Liquidity risk

The entity manages liquidity risk through proper management of working capital, capital expenditure and

actual versus forecasted budget/cash flows. The board has adequate reserves to operate effectively.

Fair values

The entity's financial instruments consist mainly of cash and cash equivalents, receivables, payables, short
term loans and derivative instruments.

No financial asset was carried at an amount in excess of its fair value and fair value could reliably be
measured for all financial assets that are available-for-sale or held-for-frading.
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NOTES TO THE FINANCIAL STATEMENTS (continued) ) ) . .
FOR TH%ﬁéﬂgﬁfé‘@@?mﬁtﬂ%ﬁgsumphons dre used to determine the fair value of each class of financial

254
254

The following methods and assumptions are used to determine the fair value of each class of financial
insifesRqiad cash equivalents

. @@ﬁg%ﬁg{@w&%@h and cash equivalents approximate fair value due to the relatively short
maturity of these financial assets and financial liabilities.

. %Qg &95%'\%% 86%0%%%?9%%9 cash equivalents approximate fair value due to the relatively short
i hese

mafurity o inancial assets and financial liabilities.

« PRE SOHMIRY ShAHN OB fiRIes and short term loans, net of provision for impairment, approximates fair

value due to the relatively short-term maturity of this financial asset. . . . . .
. ﬂr&e é:c%ra%r&%pmoun’r of receivables and short ferm loans, net of provision for impairment, approximates fair
vae HOETR Fhe relafively short-term maturity of this financial asset.
. TeRIsYajegigsount of frade payables approximates fair value due fo the relatively short-term maturity of
i3 fiancid) bl of | imates fgir value due to the relatively short-t furity of
The o?r%%%@%ﬁﬁ”g%ﬁchﬁ JLete BN FRSHRR RIS Flost!e Rugi Lo igiglively short-ferm maturity ©

this findncia

. . . s Fair,value Carrying amount
vwe%}‘%%%lg%s] %‘{%%ra?ol assets and liabilities at balance sheet date are o;jﬁlj\&gﬁ.e

) . Carryir%’%%ount
@QSPE}%QSﬁ?omooe R'000 R'000
FietBial Assets 11,565 11,565

i ferm loans 11,585 11,585

8RGEHIRIGS ans /83 /83
Tqéggm@ assets 12,3%4 12,324
fhangieltskiltigets 12,394 12,394
FiRaMeRIBSabilities 2279 2,279

Tosgl fipgpacial liabilities

Total financial liabilities

3,379 3379

10.278

10.278

Fair vall@ 115 _Carrying aribuh$

FaR 08Re CarryiR@efount
Year ended 31/03/2005 R'000 R'000
Veaneifdé4s1703/2005
Fikegisbial Assets 11,336 11,336
8y term loans 11,338 11,338
Beogitabigsans 339 330
TReienisiied assets 11,886 11,886
Fotohtmaln@oildesets 11,865 11,865
Firapaloidsabilities 2,326 2,326
Tdtayfiredecial liabilities 2,326 2,326
Total financial liabilities 2,348 2,328
Maturity profile — lvearorléss3? Totql 7.939
Maturity profile 1 yeRi000 less [{0) ]
Year ended 31/03/2006 R'000 R'000
Vieanendeds31403/2006
Fizegial Assets 11,565 11,565
Skast term loans 11,563 11,563
Reerditeipidoans 783 73%
TatermivMRRE assets 12,434 12,432
W@H@i&rﬂ%ilﬁﬁé?fs 12,394 12,39%
Fipgnaigiddabiliies 2,279 2,279
THaVERBIal liabilities 2,279 2,379
Total financial liabilities T T
Percentage %} D g
Percentage (% T00.00% T00.00%




NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2006

Year ended 31/03/2005
Assets

Cash

Short term loans

Trade receivables
Total financial assets
Liabilities

Trade payables
Total financial liabilities

Percentage (%)

26. Funds to be surrendered

Provincial Paymaster General Account
Phumelela

26.1  Provincial Paymaster General Account

Opening balance on 1 April

Funds collected for the financial year
Paid during the year

Closing balance on 31 March

26.2 Phumelela

Opening balance on 1 April

Funds collected for the financial year
Paid during the year

Closing balance on 31 March

27.  Detailed administrafive expenses

27.1  General and administration expenses
Rental of office premises and storage
Rental of office equipment

27.2  Auditor's remuneration
External auditors
Internal auditors

Notes

26.1
26.2

222

1 year or less Total
R'000 R'000

11,336 11,336

139 139

390 390

11,865 11,865

2,326 2,326

2,326 2,326

9,539 9,539

100.00% 100.00%
2005/06 2004/05

R'000 R'000

1,471 1,378

5 7

1,476 1,385

1,378 1,014

16,445 14,114

(16,352) (13,750)

1,471 1,378

7 24

68 73

(70) (90)

5 7

646 606

580 560

66 46

520 361

343 189

177 172
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NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2006

27.3

28.
28.1

28.2

28.3

28.4

28.5

28.6

29.

Travel and subsistence
Local travel and subsistence
Foreign travel and subsistence

Other operational expenses

Staff training and development
Conference fees
Study bursaries
Training

Consultants, contractors and special services

Legal fees

Maintance, repairs and running costs
Property and building
Machinery and equipment

Other Maintance, repairs and running cost

Entertainment expenses

Other
Advertising
Bank fees
Cellular phones
Cleaning material & office refreshments
Compensation Commissioner
Computer software and IT infrastructure
Destruction of illegal machines
Health and Safety
Insurance
Internet facility
Investigation fees
Legal resources
Membership fees
Postage
Printing and stationery
Probity fees
Regional Service Council levies
Relocation cost
Security
Subscriptions
Telephone and facsimile
Water and Electricity

Total

Contingent liabilities

2005/06 2004/05
R'000 R'000

429 351
366 274
63 77
1,595 1,318
290 114
96 13
86 22
108 79
461 219
226 223
87 58
14 11
39 19
34 28
55 23
1,120 1,039
56 28
36 21
146 97
29 15
15 66
203 80
- 7
3 -
108 92
98 86
6 2
9 24
16 8
6 6
117 102
- 73
28 18
- 60
117 114
10 6
54 54
63 80
2,239 1,676

During the reporting period 2005/2006 a human resource audit was conducted and concluded during
September 2005. Subsequent to the adoption of the human resource report, certain employees' remuneration
was adjusted. However, a number of employees disagreed with the process followed. The Board is in the

process of re-assessing such, which might have a financial implication.




NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2006

30.

31.

31.1

31.2

32.

33.

Events after the financial position date

No adjusted or non-adjusted events was indentified after financial position date.

Operating lease

At the financial position date the entity had outstanding
commitments under a non-cancelable operating lease which fall
due as follows:

Rental of photocopying machine

Up to 1 year
1 to 5 years

The entity is leasing a photocopying machine from Sunlyn
Investments (Pty) Ltd over a period of five years commecing 1 April
2004. The minimum lease payments is R2,511 per month (VAT
inclusive) with  no contfingent lease payments. The lease
agreements has a 0% escalation rate. The entity has the option to
enter info a lease agreement to rent the equipment for future
periods. The lease agreement impose no restrictions.

Rental of telephone system

Up to 1 year
1 to 5 years

The entity is leasing a telephone system from CentraFin over a
period of five years commencing 1 June 2004. The minimum lease
payments is R2,704 per month (VAT inclusive) with no contingent
lease payments. The lease agreements has a 0% escalation rate.
The entity has the option to enter into a lease agreement to rent
the equipment for future periods. The lease agreement impose no
restrictions.

The comparative figures for the above note does not include VAT
as the Board was registered for VAT during 2004/2005. The Board
was deregistered for VAT commencing 1 April 2005.

Impairment of assets

No indicators were identified during the financial year to indicate
the need to impair assets.

Change in accounting estimate

The change in accounting estimate relates to the review of useful
life of vehicles at the end of the financial year. Accumualted
depreciation and depreciations have been written back for the
amounts disclosed.

2005/06 2004/05
R'000 R'000
30 26
90 106
121 132
32 24
103 119
135 142
2005/06 2004/05
R'000 R'000
66 -
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Chapter 4
HUMAN RESOURCE MANAGEMENT
FREE STATE GAMBLING AND RACING BOARD ORGANOGRAM

STAFF STRUTURE Board
FOR 2005/2006
Chief Executive
Officer Board
Commitee
Personal Audit
Assistant Commitee

49

Manager:

Finance and
Administration

Manager:
Legal Services
& Secretariat

Manager:
Compliance &

Manager:
Racing &
Betting

Personal
Assistant

Legal Assistant

Accountant

SCM Officer

Administration
Officer

Human
Resource

Officer Revenue Officer

Receptionist

Messenger/
Driver

Office
assistant

Investigation

IT Officer

Racing &
Betting Officers

Administrative
Officer
3 x Auditors

Manager:
Law Enforcement

4 x Inspectors

Investigation/
compliance
Auditor

Divisions and Staff totals

CEO

Finance and Administration

Legal Services & Secretariat

Racing and Betting

Information Technology

Law Enforcement

2004/ | 2005/
| TOTAL | 2005 | 2006
| 37 1|25 28
2 2 2
10 8 9
3 3 3
8 3 3
3 2 3
2 1 1
7 4 3




EXECUTIVE OVERVIEW

The office of the Board compirises of 37 approved positions, of which 28 (75%) have been filled.
A breakdown of the employee corps, specifying the number of employees within each
occupational band, as well as the vacancy rate, is depicted in the tables below.

VACANCY RATE

DEPARTMENT APPROVED | POSTS VACANCY ADDITIONAL

POSTS FILLED RATE TO

ORGANISATION

CEO 2 2 0% 0
Finance and Administration 10 9 10% 0
Legal Services and Secretariat 3 3 0% 0
Law Enforcement 7 6 14% 0
Horseracing and Betting 5 2 60% 0
Compliance and Investigation 8 5 38% 0
Information Technology 2 1 50% 0
Total 37 28 25% 0

STAFF COMPLEMENT
Employment Equity

During the period under review, the Board approved an Employment Equity Plan for the
organization, setting targets in respect of employment equity over a three-year period, in
accordance with the demographic composition of the economically active population of the
Province. The table below provides information regarding the composition of the personnel
corps, with reference to race and gender, within the various occupational categories and
bands.
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Personnel costs

A summary of personnel costs is depicted in the schedule below:

PERSONNEL
COSTAS A AVERAGE

PERSONNEL PERCENTAGE OF | PERSONNEL

COST BY TOTAL PERSONNEL TOTAL COST PER

DEPARTMENT EXPENDITURE EXPENDITURE EXPENDITURE EMPLOYEE

R R %

Board and Sub-
committees 1,008,695 828,950 82% R 92,105.56
CEO 1,977,393 1,345,323 68% R 672,661.50
Finance and
Administration 1,929,952 1,669,288 86% R 185,476.44
Legal Services
and Secretariat 1,140,931 823,776 72% R 274,592.00
Law
Enforcement 1,353,835 1,182,584 87 % R 197,097.33
Horseracing
and Bettfing 831,581 795,611 926% R 397,805.50
Compliance
and Investigation 1,914,312 1,627,491 85% R 325,498.20
Inforrmation
Technology 432,344 206,304 48 % R 206,304.00
Total 10,589,043 8,479,327
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Performance Appraisal System

The Board approved a performance management system for all employees of the Board. The
effective date of implementation will be T April 2006.

Internship Policy

An Internship Policy was approved by the Board during the review period. The Internship
Programme will primarily target unemployed youth, the aim being to skill them for permanent
employment, in line with the policy of Government.

Training And Capacity Building/Educational Assistance

The Board believes that it is an important ethical principle that members and staff of the Board
should be constantly trained and developed with regard to all aspects of their functions and

duties as members and employees.

During the year under review, the Board offered financial assistance to 16 employees (thus %
of its workforce) to further their studies at tertiary institutions in different disciplines.

In addition to furthering their studies at different tertiary institutions, the Board also sent employees
to attend non-academic courses, conferences and seminars to leverage their skills.

What follows hereunder are tables reflecting the institutions and courses that employees
undertook during the year under review:
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EDUCATIONAL ASSISTANCE

Academic Number of
Instition Type of Study Employees
Advanced Programme in Sourcing and Supply Chain

UNISA Management 2

UNISA Diploma in Development Studies 1

UNISA Honours B Com (Auditing) 1

UNISA Honours B Com (Accounting) 1

UNISA Honours B Com (Business Management) 1

UNISA BA (Community Safety and Social Studies) 1

University of The

Free State Management Development Programme 3

University of The

Free State B Com (Information Technology) 1

University of The

Free State B Com (Accounting) 1

University of The

Free State Honours B Com (Accounting) 1

University of The

Free State Masters in Business Administration (MBA) 1

Central University 1

Technology B Tech: Business Administration

Damelin Corporate Forensic Investigator 3
Motheo FET College| N4 Financial Management 1

Total 16




